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Dear Shareholders,

On behalf of XXF Group Holdings Limited and its subsidiaries (the “Group”), | am pleased to present the annual report
of the Group for the year ended 31 December 2023 to our Shareholders.

RESULTS FOR THE YEAR

1.

Industry Overview

Analysis of macroeconomic environment

In 2023, the impact and shock of geopolitics, great power competition, regional conflicts, natural disasters,
climate change, etc. on the world economy became increasingly obvious. The post-COVID-19 economic structure,
de-globalisation trend, trade protectionism, energy politicisation, food shortage and famine and other factors
have formed multiple constraints on growth, and there are increasingly prominent trends of fragmentation of
trade and decentralisation of supply chains. The global economy is in urgent need of overall optimisation and
dialectical governance.

Looking back at 2023, China’s economy moved forward through the waves: its economy rebounded in the first
quarter and achieved a good start; the overall recovery trend continued in the second quarter, and the growth
rate of some indicators slowed down; the main economic indicators stabilized and rebounded in the third quarter;
the macroeconomic regulation and control policies in the fourth quarter had been effective, and the economy had
stabilised with an obvious upward trend. 2023 was also the first year for China to fully implement the spirit of
the 20th National Congress of the Communist Party of China. In the face of an extremely complex international
environment and arduous tasks of reform for development and stability, China fully implemented the new
development concept and adhered to the keynote of seeking progress while maintaining stability. China’s economy
has demonstrated strong resilience and great potential, with the total economic output exceeding RMB 126 trillion,
the total grain output reaching a new high, and employment and prices showing general stability. According to
the preliminary calculation of the National Bureau of Statistics, the GDP in 2023 increased by 5.2% year-on-year,
the CPl increased by 0.2% year-on-year, and the per capita disposable income of residents nationwide increased
by 6.1% year-on-year.

Analysis of industry environment

With the continuous advancement of the national policy of promoting consumption and stable growth, and
the implementation of a series of policies to promote the high-quality development of the new energy vehicle
industry, the PRC automotive industry is also growing in a steady upward trend. According to China Association
of Automobile Manufacturers, China’s passenger vehicle production and sales in 2023 reached 26.1 million units
and 26.1 million units, respectively, representing an increase of 9.6% and 10.6% year-on-year, respectively. As
an effective means to promote automobile consumption, automobile finance lease has played a crucial role in
the automobile industry and became one of the leading factors that facilitated automobile transactions. In 2023,
the National Development and Reform Commission and other departments issued a notice on “Several Measures
to Promote Automobile Consumption” to further stabilise and expand automobile consumption, optimise the
management system and market environment for automobile purchase and use, and make greater efforts to
promote the sustainable and healthy development of new energy vehicles.

XXF Group Holdings Limited



2.

Business Review

(1)

(2)

Firmly focus on strategy: Focus on non-luxury automobiles to meet the needs of

customers from tier two, and tier three and below cities throughout the PRC
For our automobile retail and finance business, our customers are mainly those looking for non-luxury
automobiles in the PRC's tier two, and tier three and below cities. Along with the rollout of favorable
policies and regulations by the Chinese government, and the steady increase in the disposable income of
consumers, among which the age group of 20 to 40 years is the target customer of non-luxury automobile
models, the total sales volume of non-luxury automobiles is estimated to reach 25.8 million units in 2027,
indicating that non-luxury automobiles continue to account for a substantial proportion of the automobile
market in China.

The Group has always believed that customers’ demand is the driving force behind the development of
an enterprise. With innovative thinking, the Group focuses on the needs of the times, demonstrating the
momentum of an ever-progressing enterprise. Therefore, we firmly adhere to our “focus on strategy”
and maintain strong offline capabilities, specialising in matching the supply of over 50 brands of non-
luxury automobiles, in order to meet the demand of our customers primarily in tier two, and tier three
and below cities. We have formed three major sectors of “finance lease, e-hailing, and automobile rental”
to provide consumers with a variety of solutions related to automobile retail, automobile financing and
automobile-related services.

Build on solid foundation: Strengthen the coverage of sales network and deepen

its layout

The penetration rate of China’s retail automobile finance lease services of both new and used automobiles
is still at a relatively low level, indicating a strong growth potential and it is expected to reach approximately
5.4% in 2027. The Group has established an extensive sales network with self-operated sales outlets
strategically located in tier two, and tier three and below cities throughout the PRC. In 2017, the Group had
already commenced a nationwide automobile finance lease business, set up an automobile market service
platform and tapped into new energy vehicle-related fields. The Group launched various independently
developed APPs and mini programs, to develop its retail and finance business, and to provide automobile-
related services, including aftermarket, automobile insurance agency, etc. During the Reporting Period,
we operated 77 sales outlets across 25 provinces and municipalities in the PRC.

In addition, the Group has been operating an online automobile aftermarket service platform since 2018,
through which automobile users can contact more than 500 automobile aftermarket service outlets in
China operated by third-party automobile aftermarket service providers, enabling us to cover a large
customer base, retaining customer engagements and continuing to capture the growth opportunities in
our target markets.
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(3) Adhere to customer-centric service philosophy: Deeply enhance customer

experience, with customer satisfaction as the objective

Automobile finance lease plays the role of a “conveyor belt” in the entire automobile industry, driving
new car sales at one end and connecting the used car market at the other end, and providing convenience
for consumers to “change cars” with its unique flexibility. As a new type of financial tool, automobile
finance lease has effectively stimulated the production, sales and consumption of automobiles by means
of lease purchase and installments, and currently has a great advantage in China’s automobile market.

We provide our customers with practical finance lease service tailored to their different needs at the
automobile pre-purchase stage and usage stage. At the automobile pre-purchase stage, we generally
offer automobiles with automobile finance lease. We typically offer two to four year finance lease to meet
the financing needs of customers in making automobile purchases. At the automobile usage stage, our
52 Car APP provides car-user customers with a variety of user-friendly automobile aftermarket services,
including scheduling monthly payments, locating automobile repair and maintenance service providers,
locating nearby petrol stations, and providing other useful automotive information. Our business model
has enabled us to cater to different customers’ requirements. This allows us to generate recurring and
diverse income streams along the automobile life cycle and consistently enhance our reputation and
competitiveness among our industry peers.

(4) Empower business with technological innovation: Continue to develop risk
management systems and enhance our own management and operation
capabilities
The Group continues to develop our proprietary algorithms and data analytics capabilities in our risk
management system to screen, assess and manage credit risks during pre-lease stage and post-lease stage
of our automobile retail and finance business. It enables a bilateral flow of statistics and data between our
pre-lease credit risk management system and post-lease credit risk management system.

The Group has developed an automobile monitoring platform based on our understanding of the
characteristics of managing an automobile finance lease business. The automobile monitoring platform,
through the GPS tracking technology, provides various functions including the positioning of leased
automobiles, risk analysis through detecting vehicle trajectory abnormality, vanishing GPS signal and
usage pattern of automobiles, and alarm system sending timely warning messages to our system upon the
detection of automobile malfunctioning, thus the Group has managed to maintain relatively low credit
losses.
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PROSPECTS

As a comprehensive automobile service platform, the Group specializes in matching the supply of non-luxury automobiles
and creating an extensive automobile service offering to meet the different needs of customers and has an established
and extensive sales network. At the same time, with the development direction of “redefining the retail, financing and
services for automobiles (GBI ZE  FEH TR - REHART)”, the Group has achieved the “Internet+" platform-
based upgrade from multiple perspectives such as sales, automobile supply, logistics, risk control, after-sale services and
data services through the integration of multi-channel technological resources, forming a closed-loop and increasing
transparency in the whole process, so that customers may enjoy a more convenient, affordable and reassuring car rental
experience. We are determined to cultivate and develop our business in the automobile industry, and gradually move
towards digital technology and full-blown all-round services. At the same time, the Group also places great emphasis to
talent training and iterative updating of technology and actively explores the application of “Internet+”; starting from
itself, with great attention to the market flow, the Group actively recruits technical talents, and integrates innovative
resources such as knowledge, technology, talents, and information into a unique scientific and technological innovation
system of the Group, so as to continuously empower the sustainable growth of the business.

In the future, the Group will adhere to the three principles of “unity (4 —)": for unity of minds (& —&£48), each sector
conducts analysis and insights based on the past cognition of the organization, clarifies its own problems, and realizes the
unity of ideology and cognition; for unity of goals (4t — B 1%), each sector achieves its goals from the top to the bottom
consistently and leading by example, carries out organization reviews based on long-term and stable development, and
fully focuses on the direction of its goals; for unity of actions (£t —17®)), each sector achieves the decomposition of
goals, implements their assessment, makes the goals specifically assigned to each department, and develops its action
plan that can be implemented, and regularly optimizes its organization. Grasping the first voice of change, responding
to challenges with ease, and working with the Group to create continuous glory with one heart and one mind, we will
blaze a trail of victory in 2024, which is featuring XXF characteristics.

The Group will continue to actively fulfill its social responsibilities, convey the positive energy of the enterprise, fulfill
its original aspiration and oath with firm actions, give back to society with practical actions, contribute modestly to the
rural revitalization of the motherland, finally contributing to social development.

Stepping into 2024, as the first year of the Group’s listing, we will always adhere to the general working tone of seeking
progress while maintaining stability, implement the principle of seeking progress while maintaining stability and promoting
stability through progress. We will continue to use our best endeavours to advance in the automobile service industry,
establish our strategic deployment, focus on our core business, continuously explore potential markets, enhance our
brand value and influence, and continue to provide more comprehensive, high-quality and professional car rental services
for more users across the country, leading the innovation and development of the automobile finance lease industry.

Huang Wei
Chairman of the Board, Chief Executive Officer and Executive Director

Hong Kong, 26 March 2024
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FINANCIAL HIGHLIGHTS

FINANCIAL HIGHLIGHTS
For the year ended
31 December
Year-on-year
2023 2022 change
RMB’000 RMB'000
Revenue 1,304,341 1,141,526 14.3%
Gross profit 419,012 374,447 11.9%
Profit before income tax 129,850 91,773 41.5%
Profit for the year 109,834 77,082 42 5%
Profit/(loss) attributable to:
— Owners of the Company 110,254 78,913 39.7%
= Non-controlling interests (420) (1,831) 77 1%
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2023 2022 2021 2020
RMB’000 RMB’'000 RMB’000 RMB’000
Operating results
Revenue 1,304,341 1,141,526 1,171,262 749,761
Cost of revenue (885,329) (767,079) (809,506) (446,163)
Gross profit 419,012 374,447 361,756 303,598
Profit before income tax 129,850 91,773 43,010 20,969
Profit for the year attributable to
owners of the Company 110,254 78,913 34,112 12,341
Basic earnings per share
— RMB cents 30.23 23.27 10.67 3.86
Diluted earnings per share
— RMB cents 3.22 7.68 9.92 3.86
Non-GAAP measures
Adjusted net profit 46,544 42,364 49,476 21,333
Profitability
Gross profit margin® 32.1% 32.8% 30.9% 40.5%
Net profit margin@ 8.4% 6.8% 2.6% 1.4%
Adjusted net profit margin
(non-GAAP measures) @ 3.6% 3.7% 4.2% 2.8%
Financial position
Total non-current assets 1,472,064 1,357,457 1,255,480 1,103,875
Total current assets 1,448,822 1,241,300 947,498 793,854
Total non-current liabilities 957,645 892,611 664,743 638,008
Total current liabilities 1,181,791 1,199,532 1,094,723 851,549
Net current assets/(liabilities) 267,031 41,768 (147,225) (57,695)
Total equity 781,450 506,614 443,512 408,172
Notes:
(1) Gross profit margin represents gross profit for the respective year divided by revenue for the respective year and multiplied by
100%.
(2) Net profit margin represents profit for the respective year divided by revenue for the respective year and multiplied by 100%.

(3) Adjusted net profit margin (non-GAAP measures) is calculated by dividing adjusted net profit for the respective year (non-GAAP
measures) by revenue for the respective year and multiplied by 100%.
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INTRODUCTION

We are an established automobile retailer providing automobile finance lease service primarily through our self-operated
sales outlets in the PRC. The Group’s principal businesses comprise: (i) automobile retail and finance, where we sell
non-luxury automobiles mostly on direct finance lease; and (ii) automobile-related businesses, where we primarily offer
automobile operating lease service and other automobile-related services.

FINANCIAL REVIEW

In the face of the complex and volatile market economy, the Group overcame the challenges and bucked the trend to
celebrate the Company'’s listing on the Stock Exchange on 9 November 2023, which marked the beginning of a new
journey of our corporate development. Looking back on every stage of victory in the past, history has repeatedly proved
that in the face of treacherous environment, only by maintaining insight and foresight on market trends, being prepared
for danger in times of peace, accumulating power for development, and seizing opportunities, can we grasp the initiative
of development. During the Reporting Period, the Group delivered a satisfactory result. For the year ended 31 December
2023, the Group achieved revenue of RMB1,304.3 million, representing a year-on-year increase of 14.3% as compared to
that of RMB1,141.5 million in 2022; gross profit of RMB419.0 million, representing a year-on-year increase of 11.9% as
compared to the gross profit of RMB374.4 million in 2022; and net profit amounting to RMB109.8 million, representing a
year-on-year increase of 42.5% as compared to the net profit of RMB77.1 million in 2022. In particular, benefiting from
various favorable national policies for automobile finance lease, the Group’s automobile sales revenue under finance
lease was RMB840.9 million, representing a year-on-year increase of 14.5% as compared to RMB734.6 million in 2022.

The above increases were mainly due to (1) the recovery from the adverse impact of the outbreaks of COVID-19 in 2022,
the increased sales and marketing efforts by the Group and the opening of new self-operated sales outlets to grow the
Group’s business, which increased the revenue of the Group; and (2) the increase in fair value gain on ordinary shares
with redemption right; but (3) the increase in listing expenses, finance cost and share-based compensation expenses,
partially offset the abovementioned positive effects.

Non-GAAP Measures

To supplement our consolidated results, which are prepared and presented in accordance with GAAP, the Company uses
adjusted net profit (non-GAAP measures) as an additional financial measure, which is unaudited and not required by,
or presented in accordance with, GAAP. We believe that this measure facilitates comparisons of operating performance
from period to period and company to company by eliminating the potential impact of items that our management does
not consider to be indicative of the Group’s operating performance, such as certain non-cash items. The use of this non-
GAAP measure has limitations as an analytical tool, and shareholders and potential investors of the Company should
not consider them in isolation from, as a substitute for, analysis of, or superior to, the Group’s results of operations or
financial condition as reported under GAAP. In addition, this non-GAAP financial measure may be defined differently
from similar terms used by other companies, and may not be comparable to other similarly titled measures used by
other companies. Our presentation of this non-GAAP measure should not be construed as an implication that our future
results will be unaffected by unusual or non-recurring items.
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MANAGEMENT DISCUSSION AND ANALYSIS

The following table reconciles our adjusted net profit (non-GAAP measures) and adjusted net profit margin (non-GAAP
measures) presented to the most directly comparable financial measures calculated and presented in accordance with
GAAP. Listing expenses represent expenses related to the Listing, net of the PRC enterprise income tax. Fair value gain
on ordinary shares with redemption right represents the changes arising from change in fair value to ordinary shares
with redemption right. Such changes are non-cash in nature. Upon the Listing, all ordinary shares with redemption right
has been automatically converted into ordinary shares which will no longer be recognised as financial liabilities at fair
value through profit or loss.

2023 2022
RMB’000 RMB’000
Profit for the year 109,834 77,082
Add:
Listing expenses, net of tax 27,053 12,533
Share-based compensation expenses 6,051 -
Less:
Fair value gain on ordinary shares with redemption right 96,394 47,251
Adjusted net profit (non-GAAP measures) 46,544 42,364
Revenue

Year ended 31 December

2023 2022

RMB’000 % RMB'000 %
Automobile retail and finance
Sales of automobile under finance lease 840,927 64.5 734,600 64.4
Finance lease income 294,220 22.5 262,498 23.0
Sub-total 1,135,147 87.0 997,098 87.4
Automobile-related businesses
Automobile operating lease 147,726 11.3 126,018 11.0
Other automobile-related income 21,468 1.7 18,410 1.6
Sub-total 169,194 13.0 144,428 12.6
Total 1,304,341 100.0 1,141,526 100.0
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The Group's revenue for the Reporting Period increased by 14.3% from RMB1,141.5 million for the year ended 31
December 2022 to RMB1,304.3 million for the year ended 31 December 2023, primarily due to the recovery from the
adverse impact of the outbreak of COVID-19 in 2022, the Group’s increased sales and marketing efforts and the opening
of new self-operated sales outlets to grow the Group’s business and increase its revenue.

Cost of Sales

For the year ended 31 December 2023, the Group’s cost of sales was RMB885.3 million, representing an increase of
15.4% from RMB767.1 million for the year ended 31 December 2022. The increase was mainly due to the increase in
sales volume of automobiles under the automobile retail and finance business.

Gross profit and gross profit margin

Year ended 31 December

2023 2022
Gross profit Gross profit
RMB’000 margin RMB'000 margin
Automobile retail and finance 380,462 33.5% 340,910 34.2%
Automobile-related businesses 38,550 22.8% 33,537 23.2%
Total 419,012 32.1% 374,447 32.8%

The Group's gross profit increased by 11.9% from RMB374.4 million for the year ended 31 December 2022 to RMB419.0
million for the year ended 31 December 2023, primarily due to the increase in gross profit under the automobile retail
and finance business. The Group's gross profit margin for the year ended 31 December 2023 was 32.1%, which was
generally in line with the gross profit margin for the year ended 31 December 2022.

Other income/losses, net

Other income/losses, net decreased by 14.1% from RMB14.9 million for the year ended 31 December 2022 to RMB12.8
million for the year ended 31 December 2023, primarily due to a decrease in the preferential tax rate for the additional
deduction of government value-added tax we enjoyed, as well as changes in the fair value of our investment companies.

Selling and marketing expenses

Selling and marketing expenses increased by 21.7% from RMB81.1 million for the year ended 31 December 2022
to RMB98.7 million for the year ended 31 December 2023, primarily due to (1) the increase in our employee benefit
expenses as a result of the Group’s further expansion of sales efforts and the increase in the number of employees for
sales network expansion; (2) the increase in advertising expenses; and that (3) with the increase in sales volume and
sales revenue, expenses such as automobile consumables increased.
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Administrative expenses

Administrative expenses increased by 15.7% from RMB115.1 million for the year ended 31 December 2022 to RMB133.2
million for the year ended 31 December 2023, primarily due to (1) an increase in listing expenses; and (2) an increase
in share-based compensation expenses arising from the Group's Pre-IPO Share Option Scheme.

Research and development expenses

We incurred a relatively small amount of research and development expenses of RMB0.4 million for the year ended 31
December 2023, which is consistent with the insignificant amount of RMBO0.7 million incurred for the year ended 31
December 2022.

Finance cost, net

Finance cost, net increased by 12.9% from RMB143.0 million for the year ended 31 December 2022 to RMB161.5 million
for the year ended 31 December 2023, primarily due to the increase in the Group’s average loan balance as a result of
the increase in the automobile retail and finance business.

Fair value gain on ordinary shares with redemption rights

The Group’s fair value gain on ordinary shares with redemption rights increased by RMB49.1 million from RMB47.3
million for the year ended 31 December 2022 to RMB96.4 million for the year ended 31 December 2023, primarily due
to the revaluation of the Company’s equity value with reference to the offer price of the Global Offering.

Income taxes

The Group recorded income tax expenses of RMB20.0 million and RMB14.7 million for the years ended 31 December
2023 and 2022, respectively. The increase in income tax expenses was mainly due to the increase in the Group’s profit
before tax for the year ended 31 December 2023.

Profit for the year

The Group recorded a profit of RMB109.8 million and RMB77.1 million for the years ended 31 December 2023 and 2022,
respectively, which was primarily due to (1) the recovery from the adverse impact of the outbreaks of COVID-19 in 2022,
the increased sales and marketing efforts by the Group and the opening of new self-operated sales outlets to grow the
Group’s business, which increased the revenue of the Group; (2) the increase in fair value gain on ordinary shares with
redemption right; and (3) the increase in listing expenses, finance cost and share-based compensation expenses, which
partially offset the abovementioned positive effects.

Profit for the year attributable to owners of the Company

As a result of the foregoing, the Group recorded a profit for the year attributable to owners of the Company of RMB110.3
million for the year ended 31 December 2023, representing a net profit margin of 8.5%; as compared to a profit for the
year attributable to owners of the Company of RMB78.9 million for the year ended 31 December 2022, representing a
net profit margin of 6.9%.
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CAPITAL MANAGEMENT

Our primary uses of capital are to fund our automobiles for finance leases and operating leases and to manage the
working capital of our daily operations. The Group regularly reviews and manages our capital structure to maintain a
balance between debt financing and equity financing and makes adjustments to the capital structure in light of changes
in economic conditions. The Group monitors our capital on the basis of the gearing ratio.

The Group manages our capital to ensure that our group companies can repay or refinance debts when they fall due
and comply with the PRC laws and regulations while maximising the return to Shareholders through balancing our debt
financing and equity financing. The Group strives to balance the objectives of matching the cash inflow of our customers’
automobile finance lease with the cash outflow of our borrowings and growing our business.

As at 31 December

2023 2022

RMB’000 RMB'000

Borrowings 1,865,655 1,713,415
Lease liabilities 14,896 13,856
Less: cash and cash equivalents (267,733) (201,078)
Net debt 1,612,818 1,526,193
Total equity 781,450 506,614
Total capital 2,394,268 2,032,807
Gearing ratio 67.4% 75.1%

Note: Gearing ratio is calculated as net debt (total borrowings (including “borrowings and lease liabilities”) less cash and cash
equivalents) divided by total capital

As at 31 December 2023, the Group’s gearing ratio was 67.4%, representing a decrease from that of 75.1% as at 31

December 2022. The change was mainly due to the increase in total equity as the ordinary Shares with redemption rights
were converted into ordinary Shares on the Listing Date.
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MANAGEMENT DISCUSSION AND ANALYSIS

NET CURRENT ASSETS

The following table sets out current assets and current liabilities:

As at 31 December

2023 2022
RMB’000 RMB’000
Current assets
Inventories 169,976 193,634
Finance lease receivables 689,221 560,061
Trade receivables 9,928 9,940
Prepayments, deposits and other receivables 261,812 265,968
Amount due from shareholders - 6,085
Restricted cash 5,652 4,534
Cash and cash equivalents 267,733 201,078
1,404,322 1,241,300
Assets classified as held for sale 44,500 -
Total current assets 1,448,822 1,241,300
Current liabilities
Borrowings 919,946 828,573
Ordinary shares with redemption right - 163,129
Amounts due to shareholders - 8,158
Trade payables 135,520 105,860
Accruals 109,982 78,939
Lease liabilities 6,759 6,087
Income tax payable 9,584 8,786
Total current liabilities 1,181,791 1,199,532
Net current assets 267,031 41,768

As at 31 December 2023, the Group’s net current assets increased to RMB267.0 million from RMB41.8 million as at 31
December 2022. The change was mainly due to the conversion of ordinary Shares with redemption rights into ordinary
Shares on the Listing Date, which were accounted for as total equity and were no longer accounted for under current

liabilities.
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FOREIGN EXCHANGE EXPOSURE

The Group'’s subsidiaries primarily operate in the PRC and the majority of the Group’s revenue and expenditures are
denominated in RMB. For the year ended 31 December 2023, the Group did not encounter significant foreign currency
risk from its operations and did not hedge against any fluctuation in foreign currency.

TREASURY POLICY

The Group adopts a prudent financial management approach for its treasury policy to ensure that the Group’s liquidity
structure comprising assets, liabilities and other commitments is able to always meet its capital requirements.

CAPITAL EXPENDITURES

For the year ended 31 December 2023, the Group’s total capital expenditures amounted to approximately RMB288.4
million (2022: RMB224.9 million), which principally consisted of expenditures for the purchases of property and equipment
and additions of intangible assets.

CHARGES ON ASSETS

The Group's borrowings are secured by certain assets as collateral. As at 31 December 2023, the secured assets involved
in the Group’s borrowings increased to RMB2,144.1 million from RMB1,769.6 million as at 31 December 2022. Of which,
(1) as at 31 December 2023, the secured property and equipment increased to RMB369.6 million from RMB255.1 million
as at 31 December 2022; (2) secured borrowings deposit increased to RMB48.3 million from RMB40.2 million as at 31
December 2022; (3) secured inventory decreased to RMB105.0 million from RMB116.1 million as at 31 December 2022;
and (4) secured finance lease receivables increased to RMB1,621.1 million from RMB1,358.2 million as at 31 December
2022.

INVENTORY MANAGEMENT

The Group's inventories consist of new and repossessed automobiles and vehicle telematics equipment. As at 31 December
2023, the Group's net inventories amounted to approximately RMB170.0 million, representing a decrease of RMB23.6
million from RMB193.6 million as at 31 December 2022, mainly due to the decrease in the Group’s inventory amount
for the procurement of new automobiles.

The Group monitors our inventories from time to time and strives to maintain an optimal inventory level of automobiles.
The Group keeps moving record of its inventory levels with the aid of its IT systems and physical records. We conduct
daily inspection of the physical condition of our inventories and monthly physical inventory stocktake to ensure the
accuracy of our inventory record.
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SIGNIFICANT INVESTMENTS HELD AND FUTURE PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

On 8 December 2023, Fujian Xidun, an investment holding company and a then indirectly wholly-owned subsidiary of
the Group, entered into the land use rights grant contract with Fuzhou Bureau of Natural Resources and Planning to
acquire the land use rights for the Land at a consideration of RMB89.0 million. The Land is intended to be used by the
Group for the construction of an office building to meet the daily office and operational needs of the Group’s employees.
The Group intends to finance the consideration by internal resources and/or loans from financial institutions and/or
funds from other investors who are willing to jointly construct and develop the Land. For details, please refer to the
announcement of the Company dated 8 December 2023.

Subsequently on 11 January 2024, XXF Group entered into an equity transfer agreement with Fujian Taikang, pursuant
to which the Group transferred 53% equity interest in Fujian Xidun to Fujian Taikang. Immediately following the transfer,
Fujian Xidun ceased to be a indirectly wholly-owned subsidiary of the Company and became owned as to 47% by XXF
Group and 53% by Fujian Taikang.

As at 31 December 2023, the acquisition of the land use rights for the Land by Fujian Xidun has not been completed.
The prepayment of 50% of the consideration for the acquisition of land use rights is classified as assets held for sale as
at 31 December 2023,

Saved as disclosed above, there were no other significant investments held with carrying amount accounting for more

than 5% of the Group's total assets as at 31 December 2023, nor was there any plan authorised by the Board for other
material investments or additions of capital assets as at the date of this report.

MATERIAL ACQUISITIONS AND DISPOSAL OF SUBSIDIARIES, AND JOINT VENTURES

There were no material acquisitions or disposals of subsidiaries and joint ventures during the year ended 31 December
2023.

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities as at 31 December 2023.

FINANCIAL INSTRUMENT

The Group did not have any outstanding hedge contracts or financial derivative instruments as at 31 December 2023.
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The Secretary of the Party Committee, Chairman of the Board, Assistant to the General Manager
of Beijing Automotive Group Finance Co., Ltd. JQt /5 £ B #% B R A ), General Manager and
Deputy General Manager of its Auto Finance Division visited XXF Group, and the two parties held
cooperation talks and signed a cooperation agreement.

Member of the Party Committee of Dongfeng Motor Group Co., Ltd. CREREEE KD ER A A
FA BT and General Manager of its Marketing Headquarters took XXF Group as the first stop
of the New Year visit to carry out cooperation and exchanges. The Vice Chairman of XXF Group,
Vice President of Supply Chain Center and other personnel warmly received the visiting leaders and
extended New Year greetings and best wishes.

XY, . . ..

XXF Group officially held the 2023 Strategic Planning Seminar in the conference hall of Pullman Tahoe
Hotel. As an important meeting of the annual summary and planning of XXF Group, the management
leaders and heads of various departments attended the meeting to comprehensively plan and position
the key work of XXF in 2023, sort out the market development context, grasp the development trend,
clarify the goals, and discuss the strategic measures for 2023.

BB Bam
e
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MAJOR EVENTS FOR 2023

Y AR
. : XXF Group, as an organizational representative for volunteer services in Jin'an District, was awarded
the “Best Volunteer Service Organization” with the “Five Most Beautiful” Advanced and Typical
Volunteer Service in Jin’an District in 2022, and was awarded an honorary certificate in recognition of
its efforts to unite the majestic power of upward mobility and to jointly compose the story of Learning

from Lei Feng during the New Era.

Member and Vice Chairman of the Party Group of the Fujian Provincial Federation of Trade Unions,
Minister of the Labor Department of the Provincial Federation of Trade Unions, second-level researcher
of the Grassroots Department of the Provincial Federation of Trade Unions, Secretary of the Party
Group and Executive Vice Chairman of the District Federation of Trade Unions, and other leaders
visited the headquarters of XXF Group to carry out research and guidance on corporate trade unions,

and the Chairman of our Group accompanied the investigation.

J APR

The Fuzhou Federation of Trade Unions commended a number of advanced models, and the team for
legal affairs of XXF Group was awarded the title of “Worker Pioneer” in 2022.

Annual Report 2023
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MAJOR EVENTS FOR 2023

Our Xigi Xinjiang Subsidiary entered into operation, the establishment of the Xinjiang subsidiary added
m a powerful force to the Group’s regional expansion, which is a key node for serving the western

region by XXF.

P | A

miiiiii O e e e e e
' '
The opening ceremony of our Xigi Tangshan subsidiary was held, which is the second directly-operated
outlet of XXF in Hebei after Shijiazhuang Branch, which means that XXF has taken another solid step
on the road of deepening the automotive industry.

i |

i

8 45

The second-level researcher of the Fujian Provincial Digital Economy Development Office, the Digital
Economy Department of the Fuzhou Big Data Commission and others visited Jin'an District to investigate

the key digital enterprises in Jin’an District, accompanied by Huang Wei, Chairman of our Group.
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MAJOR EVENTS FOR 2023

Member of the Standing Committee of the Fujian Provincial Party Committee, Secretary of the Fuzhou
Municipal Party Committee, Director of Editorial Office of the Fujian Provincial Party Committee,
Secretary of the Party Group and Director of the Fujian Provincial Department of Civil Affairs, Member
of the Standing Committee of the Fuzhou Municipal Party Committee, Secretary-General and Secretary
of the Jin'an District Party Committee visited XXF Group for research and guidance, and the Chairman
of our Group warmly received them.

Our Xigi Nantong subsidiary held an opening ceremony. The grand opening of the Nantong outlet
symbolises that XXF has turned a brand new page in the Jiangsu market.

[ EHEERA

Y AUG

Our Xigi Maoming subsidiary was officially opened, which is the 8th shop for XXF Group’s deep
cultivation of the South China market. The establishment of the new shop heralds another strategic
layout of the Group in South China, which will further enhance the competitiveness and influence
of the XXF brand.
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MAJOR EVENTS FOR 2023

us¥,. .

The Committee of Jin'an District of Fuzhou City of the Communist Party of China and the People’s
Government of Jin‘an District of Fuzhou City convened a commendation meeting for the advanced
collectives and individuals for the tackling of tough problems in Jin’an District in 2022 and the “Big
Taxpayer”, and XXF Group was awarded the honorary title of “Big Taxpayer of the Year 2022" and
was commended by notice.

xsyw, .

Our Xigi Qingdao branch officially opened, which is the second directly-operated shop of XXF in
Shandong after Jinan Branch. The opening of the new shop is another important exploration of XXF's

deep cultivation of the automobile market, and will also bring more possibilities for automobile services
in second- and third-tier cities across the country.

. — XXF Hohhot branch was officially opened, which is the first shop for XXF Group’s deployment in
2 7 Inner Mongolia. The opening of the new shop has added a strong touch to XXF's deep cultivation of
North China market.
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Our Company was officially listed on the Main Board of the
Hong Kong Stock Exchange, with the STOCK CODE: 2473.HK.

The head of the First Circuit Supervisory Group of Fujian Provincial Party Committee, the deputy
director of the Provincial Government Counsellor Office and the Provincial Government Counsellor led
a delegation to visit XXF Group to conduct research and guidance on the development of education on
the theme of studying and implementing Xi Jinping Thought on Socialism with Chinese Characteristics
for a New Era, and was accompanied by the Secretary of the Jin’an District Party Committee of Fuzhou

City and other personnel, and the Chairman of our Group enthusiastically received the Supervisory
Group.

Y DEC /S

0 0
The deputies of the 16th National People’s Congress of Fuzhou City (Jin’an Delegation) led by the
Secretary and Director of the Party Group of Jin'an District People’s Congress came to visit XXF Group,

and welcomed by the Chairman of our Group.
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Date of

Province Category Company Name City Establishment Region Tier1/2/3
Anhui Branch Hefei Branch of Fujian Xixiangfeng Automobile Service Co., Ltd. Hefei 2017-02-23 East China 2
Branch Anging Branch of Xixiangfeng Finance Lease Group Co., Ltd. Anging 2017-11-02 East China 3
Branch Suzhou Branch of Xixiangfeng Group Co., Ltd Suzhou 2018-09-29 East China 3
Chongging Branch Chongqing Branch of Xixiangfeng Finance Lease Group Co., Ltd. Chongging  2015-10-28 Southwest 2
Fujian Branch Fuzhou Branch of Xixiangfeng Finance Lease Group Co., Ltd. Fuzhou 2007-09-07 East China 2
Branch Xiamen Branch of Xixiangfeng Finance Lease Group Co., Ltd. Xiamen 2015-06-24 East China 2
Branch Quanzhou Branch of Fujian Xixiangfeng Automobile Service Co., Ltd.  Quanzhou 2018-02-08 East China 2
Branch Longyan Branch of Xixiangfeng Group Co., Ltd Longyan 2018-02-12 East China 3
Branch Sanming Branch of Xixiangfeng Group Co., Ltd Sanming 2018-03-20 East China 3
Branch Nanping Branch of Xixiangfeng Finance Lease Group Co., Ltd. Nanping 2018-02-27 East China 3
Xidi Branch Ningde Branch of Fujian Xidi Automobile Service Co., Ltd. Ningde 2020-08-24 East China 3
Xidi Branch Zhangzhou Branch of Fujian Xidi Automobile Service Co., Ltd. Zhangzhou  2020-11-10 East China 3
Xidi Subsidiary  Putian Xidi Network Car Appointment Service Co., Ltd. Putian 2023-03-13 East China 3
Gansu Branch Lanzhou Branch of Xixiangfeng Finance Lease Group Co., Ltd. Lanzhou 2018-12-04 Northwest China 2
Guangdong Branch Foshan Branch of Xixiangfeng Finance Lease Group Co., Ltd. Foshan 2017-05-15 South China 2
Branch Dongguan Branch of Xixiangfeng Finance Lease Group Co., Ltd. Dongguan 2017-11-01 South China 2
Branch Huizhou Xixiangfeng Finance Lease Group Co., Ltd. Huizhou 2017-11-17 South China 3
Branch Yangjiang Branch of Xixiangfeng Group Co., Ltd Yangjiang 2018-04-16 South China 3
Branch Shaoguan Branch of Xixiangfeng Group Co., Ltd Shaoguan 2018-05-15 South China 3
Branch Jieyang Branch of Xixiangfeng Group Co., Ltd Jieyang 2018-04-20 South China 3
Branch Zhongshan Branch of Xixiangfeng Group Co., Ltd Zhongshan 2021-10-09 South China 2
Xiqi Subsidiary ~ Mao Ming Xigi Automobile Sales Co., Ltd Maoming 2023-07-12 South China 3
Xidi Branch Guangzhou Branch of Fujian Xidi Automobile Service Co., Ltd. Guangzhou  2018-11-05 South China 1
Guangxi Branch Nanning Branch of Xixiangfeng Group Co., Ltd Nanning 2017-06-16 South China 2
Branch Guilin Branch of Xixiangfeng Group Co., Ltd Guilin 2017-11-01 South China 3
Guizhou Branch Zunyi Branch of Xixiangfeng Finance Lease Group Co., Ltd. Zunyi 2017-10-26 Southwest China 3
Branch Anshun Branch of Xixiangfeng Group Co., Ltd Anshun 2018-06-20 Southwest China 3
Branch Guiyang Branch of Xixiangfeng Finance Lease Group Co., Ltd. Guiyang 2020-04-01 Southwest China 2
Branch Guiyang Branch of Xixiangfeng Finance Lease Group Co., Ltd. Guiyang 2020-05-26 Southwest China 3
Hebei Branch Shijiazhuang Branch of Xixiangfeng Group Co., Ltd Shijiazhuang  2017-09-26 North China 2
Branch Langfang Branch of Xixiangfeng Group Co., Ltd Langfang 2018-06-20 North China 3
Xiqi Subsidiary  Tangshan Xigi Automobile Sales Co., Ltd. Tangshan 2023-05-15 North China 3
Hellongjiang Branch Qigihar Branch of Xixiangfeng Finance Lease Group Co., Ltd. Qigihar 2019-09-06 Northeast China 3
Henan Branch Zhengzhou Branch of Xixiangfeng Finance Lease Group Co., Ltd. Zhengzhou  2017-08-29 Central China 2
Branch Nanyang Branch of Xixiangfeng Group Co., Ltd Nanyang 2019-01-03 Central China 3
Hubei Branch Wuhan Branch of Xixiangfeng Group Co., Ltd Wuhan 2016-07-08 Central China 2
Branch Yichang Branch of Xixiangfeng Finance Lease Group Co., Ltd. Yichang 2017-08-09 Central China 3
Branch Xiangyang Branch of Xixiangfeng Group Co., Ltd Xiangyang 2018-06-06 Central China 3
Hunan Branch Changsha Branch of Xixiangfeng Finance Lease Group Co., Ltd. Changsha 2017-06-16 Central China 2
Branch Hengyang Branch of Xixiangfeng Group Co., Ltd Hengyang 2018-03-20 Central China 3
Branch Shaoyang Branch of Xixiangfeng Group Co., Ltd Shaoyang 2018-03-26 Central China 3
Xidi Subsidiary  Zhu Zhou Xidi Automobile Service Co., Ltd. Zhuzhou 2023-03-03 Central China 3
Inner Mongolia ~ Branch Hohhot Branch of Xixiangfeng Group Co., Ltd Hohhot 2018-10-26 North China 2
Branch Baotou Branch of Xixiangfeng Group Co., Ltd Baotou 2019-01-28 North China 3
Jiangsu Branch Suzhou Branch of Fujian Xixiangfeng Automobile Service Co., Ltd. Suzhou 2015-09-17 East China 2
Branch Nanjing Branch of Xixiangfeng Finance Lease Group Co., Ltd. Nanjing 2016-04-18 East China 2
Branch Xuzhou Branch of Xixiangfeng Group Co., Ltd Xuzhou 2017-09-15 East China 2
Xiqi Subsidiary  Nan Tong Xigi Automobile Sales Co., Ltd. Nantong 2023-06-15 East China 3
Xidi Branch Changzhou Branch of Fujian Xidi Automobile Service Co., Ltd. Changzhou ~ 2019-05-08 East China 2
Xidi Subsidiary ~ Wu Xi Xidi Automobile Service Co., Ltd. Wuxi 2023-04-06 East China 2
Jiangxi Branch Nanchang Branch of Xixiangfeng Group Co., Ltd Nanchang 2016-09-30 East China 2
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Date of

Province Category Company Name Establishment Tier 1/2/3

Jiangxi Branch Ganzhou Branch of Xixiangfeng Group Co., Ltd Ganzhou 2017-11-08 East China 3
Branch Shangrao Branch of Xixiangfeng Group Co., Ltd Shangrao 2018-05-08 East China 3
Branch Jiujiang Branch of Xixiangfeng Group Co., Ltd Jiujiang 2018-05-28 East China 3
Branch Ji'an Branch of Xixiangfeng Group Co., Ltd Ji'an 2018-05-30 East China 3
Jilin Branch Changchun Branch of Xixiangfeng Group Co., Ltd Changchun  2018-12-25 Northeast China 2
Liaoning Branch Panjin Branch of Xixiangfeng Group Co., Ltd Panjin 2018-11-22 Northeast China 3
Branch Dalian Branch of Xixiangfeng Group Co., Ltd Dalian 2019-05-20 Northeast China 2
Branch Shenyang Branch of Xixiangfeng Finance Lease Group Co., Ltd. Shenyang 2021-07-14 Northeast China 2
Qinghai Xidi Branch Xining Branch of Fujian Xidi Automobile Service Co., Ltd. Xining 2019-04-30 Northwest China 3
Shanxi Branch Taiyuan Branch of Xixiangfeng Finance Lease Group Co., Ltd. Taiyuan 2017-10-30 North China 2
Shandong Branch Jinan Branch of Xixiangfeng Finance Lease Group Co., Ltd. Jinan 2017-10-18 East China 2
Branch Yantai Branch of Xixiangfeng Finance Lease Group Co., Ltd. Yantai 2018-10-12 East China 2
Xiqgi Branch Qingdao Branch of Fujian Xigi Automobile Sale Co., Ltd. Qingdao 2023-10-13 East China 2
Shaanxi Branch Xi'an Branch of Xixiangfeng Group Co., Ltd Xi'an 2015-05-18 Northwest China 2
Branch Hanzhong Branch of Xixiangfeng Group Co., Ltd Hanzhong 2018-05-28 Northwest China 3
Sichuan Branch Chengdu Branch of Xixiangfeng Finance Lease Group Co., Ltd. Chengdu 2016-04-29 Southwest China 2
Branch Nanchong Branch of Xixiangfeng Group Co., Ltd Nanchong 2017-11-06 Southwest China 3
Xinjiang Xigi Subsidiary ~ Xin Jiang Xigi Automobile Sales Co., Ltd. Urumgi 2023-05-15 Northwest China 3
Yunnan Branch Kunming Branch of Xixiangfeng Finance Lease Group Co., Ltd. Kunming 2016-05-25 Southwest 2
Branch Honghe Branch of Xixiangfeng Finance Lease Group Co., Ltd. Honghe 2018-09-20 Southwest China 3
Zhejiang Branch Wenzhou Branch of Xixiangfeng Group Co., Ltd Wenzhou 2015-11-16 East China 2
Branch Ningbo Branch of Xixiangfeng Group Co., Ltd Ningbo 2017-03-16 East China 2
Branch Jinhua Branch of Xixiangfeng Group Co., Ltd Jinhua 2018-06-12 East China 3
Xidi Subsidiary  Taizhou Xidi Automobile Service Co., Ltd. Taizhou 2022-11-21 East China 3
Xidi Subsidiary  Shaoxing Xidi Automobile Service Co., Ltd. Shaoxing 2022-11-24 East China 2
Xidi Subsidiary  Zhoushan Xidi Automobile Service Co., Ltd. Zhoushan 2023-03-07 East China 3

The Group has continued to build an extensive sales network, with sales outlets mainly located
in tier two, and tier three and below cities throughout the PRC. For the year ended 31 December
2023, the Group has operated a total of 77 sales outlets across 25 provinces and municipalities
in the PRC, covering East China, North China, South China, Central China, Southwest China,

Northwest China and Northeast China.
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DIRECTORS

Executive Directors

Mr. Huang Wei (Z1&), aged 42, was appointed as our Director on 29 March 2019 and was re-designated as our
executive Director on 28 November 2019. Mr. Huang is also the chairman and chief executive officer of our Group and
is primarily responsible for the overall management, strategic planning and major operational decisions of our Group.
He also holds directorship in a number of subsidiaries of our Group. Mr. Huang founded XXF Group in September 2007
where he has been serving as the chairman of the board and the general manager since its inception and has been
primarily responsible for its overall management and decision-making in its day-to-day business operations.

Prior to founding our Group, from April 2001 to April 2007, Mr. Huang worked at CPTF Optronics Co., Ltd.* (ZEME
ERRD B R AT]), a manufacturer of cathode ray monochrome and colour display tubes, where he was in charge of
manufacturing.

Since January 2023, Mr. Huang has been serving as the legal representative of Fuzhou Jin‘an Non-party Intellectuals
Fellowship* (BN & L& £ 9N 2 T BEEEE). Mr. Huang was appointed as a representative of the Sixteenth Fuzhou
People’s Congress (@M E+/NEARKREZAE) in January 2022. In November 2020, Mr. Huang was awarded the
Advanced Individual in Fighting the New Coronary Pneumonia Epidemic (f&&2#& M E b A & 1550 &M@ A) by Fujian
Provincial Committee of the Communist Party of China and People’s Government of Fujian Province. In September 2020,
Mr. Huang was awarded the 18th Outstanding Entrepreneurs of Fujian Province (38+ /\[E@EEEHF DL EXK) by Fujian
Enterprise and Enterpriser Federation* (B2 & L HEEPEREASE). In November 2019, he was awarded the 2019
National Commerce Qutstanding Entrepreneur by the Association at China Commercial Enterprise Management* (/
EEDEEERE). Mr. Huang served as a vice president of Fuzhou Jin'an Federation of Industry and Commerce* (48

INTHE LR IEZERAE) in December 2017.

Mr. Huang was enrolled in the executive master of business administration programme jointly organised by Tsinghua
University (52 KX £) in the PRC, E’ cole des Ponts ParisTech in France and E’ cole nationale de I'aviation civile in France
in 2019.

Mr. Huang was (i) a director and general manager of Shaanxi Xixiangfeng Automobile Lease Co., Ltd.* (PRFI = #H3& /78
HE B AT, a then wholly-owned subsidiary of XXF Group established in the PRC and deregistered on 20 July 2015;
and (ii) a director and manager of Fujian Anxin, a then wholly-owned subsidiary of XXF Group established in the PRC
and deregistered on 9 July 2020. Mr. Huang has confirmed that, to the best of his information, knowledge and belief,
each of the companies was deregistered due to the fact that it had not commenced any business since its establishment.
Mr. Huang was also (i) an executive partner of Fuzhou Gongcheng Investment Partnership (Limited Partnership)* (f&/Ml
MR EABLEBRAEE)), a limited partnership established in the PRC and deregistered on 22 September 2016;
and (ii) an executive partner of Fujian Pilot Free Trade Zone Pingtan Area Hongyuan Investment Partnership (Limited
Partnership)* (fBiZB ESBR T ERRBZETHREABEE(BIRAE)), a limited partnership established in the PRC and
deregistered on 27 September 2020. Mr. Huang has confirmed that, to the best of his information, knowledge and
belief, each of the limited partnerships was deregistered due to the fact that it had no business operation immediately
prior to its deregistration. Mr. Huang further confirms that each of such companies and partnerships was solvent at the
time of its deregistration and as at the Latest Practicable Date, no claim had been made against him and he was not
aware of any threatened and potential claims made against him and there are no outstanding claims and/or liabilities
as a result of the deregistration of such companies and partnerships.

XXF Group Holdings Limited



Mr. Ye Fuwei (EE&), aged 36, was appointed as our executive Director on 28 November 2019. Mr. Ye joined our
Group in 2012 and has been serving as executive vice president since December 2015. He is primarily responsible for
overseeing the automobile finance lease and operating lease, the automobile retail and finance for e-hailing vehicles
and other automobile-related business of our Group. Mr. Ye is also a director of XXF Group.

Prior to joining our Group, from July 2007 to October 2011, Mr. Ye served as a director at the sales department of
Shanghai Didu Agent Co., Ltd.* (B8 H & EHELL B RN F]), a real estate agent.

Mr. Ye received his associate degree in human resources management and self-study undergraduate certificate in business
administration from Jimei University (583K 22) in the PRC in June 2015 and December 2019, respectively. Mr. Ye was
enrolled in the Executive Finance Programme Advanced Financial Management Course, a distance learning programme
jointly delivered by Shanghai Advanced Institute of Finance* (/&= & RIEFT), an institute affiliated with Shanghai
Jiao Tong University (_E/& 3538 A ) in the PRC, Shanghai National Accounting Institute* (/8B R &5 267) in the PRC
and the Arizona State University in the United States in 2021.

Mr. Ye was appointed as a member of the 10th Jin’an District of Fuzhou Municipal Committee of the Chinese People’s
Political Consultative Conference* (FRARBUAEEHE HERINTELZRZ B ) in December 2021.

Mr. Ye was a director of Fujian Xiyun, a then indirect subsidiary owned as to 60% by XXF Group and 40% by Fujian
Nebula Electronics Co., Ltd.* ({822 EE T/ AR A 7)), an Independent Third Party (by virtue of Fujian Xiyun being
an insignificant subsidiary of our Company as defined under the Listing Rules) established in the PRC and deregistered
on 31 March 2022.

Mr. Ye has confirmed that, to the best of his information, knowledge and belief, the company was deregistered due
to the fact that it had no business operation immediately prior to its deregistration. Mr. Ye further confirms that such
company was solvent at the time of its deregistration and as at the Latest Practicable Date, no claim had been made
against him and he was not aware of any threatened and potential claims made against him and there is no outstanding
claims and/or liabilities as a result of the deregistration of such company.

Ms. Zhang Jinghua (58 &18), aged 42, was appointed as our executive Director on 28 November 2019. Ms. Zhang
joined our Group in 2015 and has been serving as our senior vice president and financial controller since May 2017. She
is primarily responsible for the financial management and internal control of our Group. Ms. Zhang is also a director of
XXF Group.

Ms. Zhang has over 18 years of experience in financial management. Prior to joining our Group, from September 2011
to April 2015, Ms. Zhang served as an accounting supervisor at Fujian Sunnada Communication Co., Ltd.* (@& =JTiE
B BR AT (now known as Suna Co., Ltd* (REEEHRMD AR F]), a service provider of mobile devices and
mobile TV network previously listed on the Shenzhen Stock Exchange (stock code: 002417), where she was primarily
responsible for its financial management. From December 2007 to August 2011, Ms. Zhang worked at Fuzhou Shenzhou
Digital Co., Ltd.* (8!t M EFE ABR A &), a company principally engaged in the wholesales of computer hardware and
accessories, where she was primarily responsible for its financial matters. From June 2004 to January 2006, Ms. Zhang
worked at CPTF Optronics Co., Ltd.* GEM ¢ EAR (D B R A7), a manufacturer of cathode ray monochrome and colour
display tubes, where she was primarily responsible for its financial and accounting matters.

Ms. Zhang received her bachelor’s degree of management in accounting from Northeast Forestry University (21t
X E) in the PRC in July 2003.
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Non-executive Directors

Mr. Liu Wei (2118), aged 36, was appointed as our non-executive Director on 28 November 2019. Mr. Liu has been
serving as a director of XXF Group since July 2015. Mr. Liu has also been serving as a vice president at Shenghui Logistic
Group Co. Ltd.* (BB R EE AR 2 7)) since March 2013 and has been primarily in charge of its information technology
department and human resources department.

Mr. Liu received his bachelor’s degree in process equipment and control engineering from Fuzhou University (181X
&) in the PRC in June 2009 and his master’s degree of science in management and entrepreneurship from University
of Sussex in the United Kingdom in January 2013.

Mr. Liu was appointed as a member of the 13th Fuzhou Municipal Committee of the Chinese People’s Political Consultative
Conference* (FEIARBUAHEEHE T =/8@INTZEEE) in December 2016.

Mr. Liu was a supervisor of Fujian Shenghui Asset Management Co., Ltd.* (B2 RELEEE AR AR, a limited
liability company established in the PRC and deregistered on 2 March 2016. Mr. Liu has confirmed that, to the best of
his information, knowledge and belief, the company was deregistered due to the fact that it had not commenced any
business since its establishment. Mr. Liu further confirms that such company was solvent at the time of its deregistration
and as at the Latest Practicable Date, no claim had been made against him and he was not aware of any threatened and
potential claims made against him and there is no outstanding claims and/or liabilities as a result of the deregistration
of such company.

Ms. Xu Rui (%), aged 40, was appointed as our non-executive Director on 28 November 2019. Ms. Xu has been
serving as the general manager of the investment banking department at SDIC Taikang Trust Co., Ltd. (Bl3%Z=FE (=5t H
fR A 7]) since October 2016 and has been primarily responsible for equity investment, mergers and acquisitions.

From January 2009 to December 2012, Ms. Xu worked at Beijing Zhongzheng Wanrong Investment Group Co., Ltd.* (
It RPEEREEEBEMR AR, acompany principally engaged in equity investment.

Ms. Xu received her bachelor’s degree of arts in business English from Central University of Finance and Economics (4
REFLEARE2) in the PRC in July 2007 and her master’s degree in business administration from Peking University (1t &k
E2) in the PRC in June 2014. Ms. Xu also received the fund qualification certificate* (E& £ 2 A B EKE) from Asset
Management Association of China* (FEIFEAIEEE S EHE) in November 2016.

Independent Non-executive Directors

Mr. Wu Fei (R ), aged 52, was appointed as our independent non-executive Director on 9 October 2023. Since May
2023, Mr. Wu has been serving as an independent non-executive director of New Hope Dairy Co., Ltd.* (F7& £33
&1 B BR 2 \)), a dairy products manufacturer and seller listed on the Shenzhen Stock Exchange (stock code: 002946),
where he was primarily responsible for supervising and providing independent advice to the board. Mr. Wu has also
been serving as the legal representative of Shanghai Gaojin Education Technology Co., Ltd.* (b8 BERHEER A
7]) since February 2023.
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From January 2020 to April 2023, Mr. Wu served as an independent non-executive director of Anhui Anfu Battery
Technology Co., Ltd. (B ZF BRI MH AR A7), formerly known as Anhui Andeli Department Store Co., Ltd. (
LTRLZENE SR AR A7), a batteries manufacturer and seller listed on the Shanghai Stock Exchange (stock code:
603031), where he was primarily responsible for supervising and providing independent advice to the board. From
November 2020 to March 2022, Mr. Wu served as an independent non-executive director of Shanghai Lily & Beauty
Cosmetics Co., Ltd. (LB ABMEMSAIRMDBRAR]), an e-commerce retail company listed on the Shanghai Stock
Exchange (stock code: 605136), where he was primarily responsible for supervising and providing independent advice
to the board.

From February 2018 to January 2021, Mr. Wu served as an independent non-executive director of CEFC Hong Kong
Financial Investment Company Limited (/8 (F & g & B R 2 7)) (now known as Virtual Mind Holding Company Limited
(RHIZRE AR A A))), an apparel manufacturer and seller listed on the Main Board of the Stock Exchange (stock code:
1520), where he was primarily responsible for supervising and providing independent advice to the board. From December
2016 to December 2019, Mr. Wu served as an independent non-executive director of Fujian Raynen Technology Co.,
Ltd.* (BB R B R A R)), a high-tech company listed on the Shanghai Stock Exchange (stock code: 603933),
where he has been primarily responsible for supervising and providing independent advice to the board. Since June 2013,
Mr. Wu has been serving as a professor at Shanghai Advanced Institute of Finance of Shanghai Jiao Tong University* (
FERBAEFESH S RER). He served as a professor at Jiangxi University of Finance and Economics* (JT 784 48K
E2) from November 2010 to October 2013, a member of its Academic Committee* (E1f1Z & €) from October 2009 to
September 2013 and an associate dean of its International Academy of Financial Management* (& &b 32 B B 50F%)
from March 2012 to June 2013. From June 2004 to March 2010, Mr. Wu served as a senior lecturer presenting finance
related lectures at Massey University in New Zealand.

Mr. Wu received his bachelor’s degree in industrial economics from South China University of Technology* (ZEmIE T
KE) in the PRC in July 1994, his master’s degree in financial investment from University of Aberdeen in the United
Kingdom in November 2000, and his doctor’s degree of philosophy in banking and finance from University College
Dublin in the Republic of Ireland in March 2005.

Mr. Wu Fei was a director of Jiangxi Daoerfen Technology Co., Ltd.* (I Fa:& 23R ABR A 7)), a limited liability company
established in the PRC and deregistered on 6 March 2018. Mr. Wu has confirmed that, to the best of his information,
knowledge and belief, the company was deregistered as it had ceased operations. Mr. Wu further confirm that such
company was solvent at the time of its deregistration and as at the Latest Practicable Date, no claim had been made
against him and he was not aware of any threatened and potential claims made against him and there is no outstanding
claims and/or liabilities as a result of the deregistration of such company.
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Mr. Fung Che Wai, Anthony (& 1&), aged 54, was appointed as our independent non-executive Director on 9 October
2023. Since 4 January 2024, Mr. Fung has been serving as an independent non-executive Director of Qyuns Therapeutics
Co., Ltd. CIE&REE4AWE BB ER A A]), a clinical-stage biotech company listed on the Main Board of the Stock
Exchange (stock code: 2509), where he is mainly responsible for providing independent advice to the board. Since 6
December 2023, Mr. Fung has been serving as an independent non-executive Director of Dekon Food and Agriculture
Group (/I 1ZFREKR R REBRMHER AR, alivestock and poultry breeding and farming enterprise in China listed on
the Main Board of the Stock Exchange (stock code: 2419), where he is mainly responsible for supervising and providing
independent advice to the board. Since November 2021, Mr. Fung has been serving as an independent non-executive
director of Zhong An Group Limited (R& & BB R 2 8]), a Chinese property developer listed on the Main Board of the
Stock Exchange (stock code: 0672), where he is primarily responsible for supervising and providing independent advice
to the board of directors. Since 9 October 2020, Mr. Fung has been serving as an independent non-executive director
of KWG Living Group Holdings Limited (& R&E £ EEA AR 2 F]), a comprehensive property management service
provider listed on the Main Board of the Stock Exchange (stock code: 3913). From April 2017 to August 2023, Mr.
Fung has been serving as an independent non-executive director of FY Financial (Shenzhen) Co., Ltd. (BREVE A E(R
I3 BBR A F]), a financial services company listed on the GEM of the Stock Exchange (stock code: 8452), where he
has been primarily responsible for supervising and providing independent advice to the board of directors. From May
2017 to December 2022 and from March 2019 to December 2022, Mr. Fung served as the chief financial officer and
company secretary, respectively, of Beijing Enterprises Urban Resources Group Limited (b2 M EREB B R A R]), an
integrated waste management solution provider listed on the Main Board of the Stock Exchange (stock code: 3718),
where he was primarily responsible for the overall financial and investor relations matters. From June 2017 to October
2021, Mr. Fung served as an independent non-executive director of S&P International Holding Limited (#f 2 EHR A
A]), a coconut food manufacturer and seller listed on the Main Board of the Stock Exchange (stock code: 1695), where
he was primarily responsible for supervising and providing independent advice to the board.

From September 2014 to April 2017, Mr. Fung served as an external supervisor of Chery HuiYin Motor Finance Service
Co., Ltd.* (FmBEERTE L BALMH AR A R]), an automobile finance joint venture, where he was primarily responsible
for monitoring the company’s operations as a member of the board of supervisors. From July 2014 to April 2017, Mr.
Fung served as the chief financial officer and company secretary of Kong Sun Holdings Limited (T ILIZER%ER A F]), a
solar power plants investor and operator listed on the Main Board of the Stock Exchange (stock code: 0295), where
he was primarily responsible for overall financial operation, company secretarial matters and investor relations. From
January 2011 to July 2014, Mr. Fung served as the chief financial officer and company secretary of Zall Development
(Cayman) Holding Co., Ltd. (SR (FI 2)1ZR AR A 7)) (now known as Zall Smart Commerce Group Ltd. (5 8 25 Bt
£ B AR A7]), aproperty developer listed on the Main Board of the Stock Exchange (stock code: 2098), where he was
primarily responsible for financial and compliance matters. From January 2008 to August 2010, Mr. Fung served as the
vice president of NagaCorp Ltd.(& 4= AR A F]), a licensed casino listed on the Main Board of the Stock Exchange
(stock code: 3918), where he was primarily responsible for development of investor relations procedures, policies and
strategies for the company and liaison with existing and potential investors as well as analysts. From October 1999
to August 2007, Mr. Fung served as a director of Winsmart Consultants Limited (SAFH1& &R AB R A 7)), a financial
consulting company, where he was primarily responsible for advising the client on corporate finance and investor
relations related matters. From August 1992 to September 1999, he successively served as a staff accountant, semi
senior accountant, senior accountant and manager in Deloitte Touche Tohmatsu, where he was primarily responsible
for audit planning and control.

Mr. Fung received his bachelor’s degree of arts in accountancy from Hong Kong Polytechnic University in October 1992.

Mr. Fung was admitted as a fellow member of the Association of Chartered Certified Accountants and the Hong Kong
Institute of Certified Public Accountants in October 2001 and September 2005, respectively.
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Mr. Chen Shuo (Pf7E), aged 57, was appointed as our independent non-executive Director on 9 October 2023. Since
November 2020, he has served as the vice president of China Haichuang Technology (Fujian) Group Co., Ltd* (/&
BRI (f@)EB AR A A)), an automation and information technology provider in the PRC, where he was primarily
responsible for investment development and technological co-operation. From January 2009 to July 2014, Mr. Chen
served as the legal representative of Fuzhou Chengjian Construction Drawing Review Firm* (£& /1 5% i 5 T Bl 22 & =75 FT).
From January 2009 to April 2013, Mr. Chen served as the legal representative of Fuzhou Guowei Construction Design
Co., Ltd* (@M BEEZERZTBMR A F]). From October 2006 to October 2009, Mr. Chen served as a deputy director of
Digital City Research Centre of Wuhan University* (EJZ X S22 T4 M FLH L). From July 1989 to September 2020, Mr.
Chen worked at Fuzhou Planning and Design Institute* (&} 143 5% 5Tt 9tf7), a survey, planning and design research
institute, where he had held a professional title of professor level senior engineer and had served as the vice president
and was in charge of the operations and scientific research activities.

Mr. Chen was appointed as a member of the 12th and 13th of the Fuzhou Municipal Committee of the Chinese People’s
Political Consultative Conference* (FBIARBUAHEERFE T ZERET=ER/MMEZE®), and as a vice president
at Fujian Green Construction Innovation Alliance* (& &% 4% 2 E 2L AF#1E ) in December 2014. In January 2000, Mr.
Chen was appointed as the supervisor of master’s student at the College of Electrical Engineering of Fuzhou University
(RN R E).

Mr. Chen received his bachelor's degree in computer science from Fuzhou University (f&1 X&) in the PRC in July
1989, and attended postgraduate training in international economics at Xiamen University (EF9X2) in the PRC from
March 1996 to May 1998. From February 2002 to August 2002, Mr. Chen was a visiting scholar of the Imperial College
of Science, Technology and Medicine in the United Kingdom. From December 2006 to January 2008, Mr. Chen was a
visiting scholar at the Department of Engineering Science at the University of Oxford in the United Kingdom. Mr. Chen
was admitted as a registered automation system engineer of Chinese Association of Automation in June 2005 and a
professor grade senior engineer (with the treatment of professors and researchers) of Fuzhou Planning and Design
Institute* (78 TR 2158 5T %ER) in June 2006.

As at the Latest Practicable Date, none of our Directors and their respective close associates had any interest in any
business which competes or is likely to compete, either directly or indirectly with our Group’s business which would
require disclosure under Rule 8.10 of the Listing Rules.

Save as disclosed above, none of our Directors have held any other directorships in listed companies during the three
years immediately preceding the date of this Prospectus. There is no other information relating to the relationship of
any of our Directors with other Directors and member of the senior management that should be disclosed pursuant to
Rule 13.51(2) or paragraph 41(3) of Appendix 1A of the Listing Rules.

Save as disclosed herein, to the best of the knowledge, information and belief of our Directors having made all reasonable
inquiries, there was no other matter with respect to the appointment of our Directors that needed to be brought to the
attention of our Shareholders and there was no information relating to our Directors that was required to be disclosed
pursuant to Rules 13.51(2)(h) to (v) of the Listing Rules as of the Latest Practicable Date.

SENIOR MANAGEMENT

Our executive Directors are our senior management who are responsible for the day-to-day operations and management
of the business of our Group. Please refer to the paragraph titled “Board of Directors—Executive Directors” in this section
for the biographical details of our executive Directors, Mr. Huang Wei, Mr. Ye Fuwei and Ms. Zhang Jinghua.
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COMPANY SECRETARY

Mr. Wong Yuk (E/8), aged 52, was appointed as our company secretary on 28 November 2019. Mr. Wong has tendered
has resignation as the company secretary of the Company as well as authorised representative of the Company, with
effect from 1 March 2024.

Mr. Wong has over 25 years of work experience in finance and accounting. Since May 2023, Mr. Wong has been serving
as an executive director of Winto Group (Holdings) Limited (stock code: 8238), a publications and advertising provider,
where he has been primarily responsible for the management of its operations. Since August 2022, Mr. Wong has been
serving as an executive director of Tian Cheng Holdings Limited (k%% B R 2 &), formerly known as Yue Kan Holding
Limited (#4832 % B R A 7)), a Hong Kong-based marine construction works subcontractor listed on the Main Board of
the Stock Exchange (stock code: 2110), where he has been primarily responsible for financial management and assisting
to manage the day-to-day business operations. From 31 August 2023, he also serves as the company secretary of Tian
Cheng Holdings Limited. Since December 2019, Mr. Wong has been serving as an independent non-executive director
of Hygieia Group Limited, a cleaning service provider listed on the Main Board of the Stock Exchange (stock code: 1650),
where he has been primarily responsible for providing independent opinion and DIRECTORS AND SENIOR MANAGEMENT
— 320 — judgement to the board of directors. From May 2017 to February 2019, Mr. Wong served as a senior consultant
at Huanian Xinxing Chanye Jituan Company Limited* (24 ¥ 5 2 % & [E R 2 7)) where he was primarily responsible
for managing investment projects. From May 2015 to January 2017, Mr. Wong served as the company secretary of
Success Dragon International Holdings Limited (B5#2 BIFR 12 A% B BR A 7)), a company principally engaged in the provision
of management services for electronic gaming equipment and listed on the Main Board of the Stock Exchange (stock
code: 1182). From December 2010 to June 2012, Mr. Wong served as the chief financial officer and company secretary
of Yuanda China Holdings Limited (& KX/ BI#E A% HBR 72 7)), a company listed on the Main Board of the Stock Exchange
(stock code: 2789), where he was primarily responsible for financing and investor relations affairs. Mr. Wong started his
career in KPMG Hong Kong in September 1996 and left the firm as a senior accountant in April 1999. Mr. Wong also
worked for various Hong Kong and Singapore listed companies from October 1999 to November 2010 on financial and
accounting affairs both in Hong Kong and the PRC, including subsidiaries of the Swire Group, Hong Kong and China
Gas Company Limited, Lung Kee Metal Ltd. and China Qilfield Technology Services Group Ltd. respectively.

Mr. Wong received his bachelor’s degree in accountancy from the Hong Kong Polytechnic University in Hong Kong in
November 1996. He was admitted as a member of the Hong Kong Institution of Certified Public Accountants in January
2004 and a fellow member of the Association of Chartered Certified Accountants in August 2005.

Ms. Peng Liting (2B %), was appointed as the company secretary of the Company as well as authorised representative
of the Company, with effect from 1 March 2024.

Ms. Peng holds a bachelor’s degree in law from the South China Normal University in China, a master’s degree in law
from the University of Glasgow in the United Kingdom, as well as a master’s degree in corporate governance from
the Hong Kong Metropolitan University. Prior to joining the Company, Ms. Peng has extensive experience in corporate
compliance, the relationship management of investors, investment and financing, and has worked for various listed
companies in Hong Kong for approximately 5 years. Ms. Peng is an associate member of both The Hong Kong Chartered
Governance Institute (formerly known as The Hong Kong Institute of Chartered Secretaries) and The Chartered Governance
Institute in the United Kingdom, and has been awarded with the dual designations of Chartered Secretary and Chartered
Governance Professional.
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The Directors are pleased to present this report to the Shareholders together with the audited consolidated financial
statements of the Group for the year ended 31 December 2023.

PRINCIPAL ACTIVITIES

The principal activities of the Company is investment holding and the activities of its subsidiaries are set out in Note 37
to the consolidated financial statements. There is no significant change in the nature of Group’s activities during the
year ended 31 December 2023.

FINANCIAL STATEMENTS

The financial performance of the Group for the year ended 31 December 2023 and the financial position of the Group
as of 31 December 2023 are set out in the consolidated financial statements on pages 105 to 108 of this annual report.

GROUP FINANCIAL SUMMARY

A summary of the Group’s results and assets and liabilities for the past four financial years is set out in the section
headed “Four Years' Financial Summary” of this annual report.

BUSINESS REVIEW

A review of the business of the Group during the year ended 31 December 2023, which includes a discussion and
analysis of the Group's performance using financial and operational key performance indicators and future business
development are set out in the sections headed “Chairman’s Statement”, “Management Discussion and Analysis” and
“Financial Highlights” of this annual report. The financial risk management objectives and policies of the Group are set
out in Note 3 to the consolidated financial statements.

DIRECTORS

Directors during the year ended 31 December 2023 and up to the date of this annual report were:

Executive Directors

Mr. HUANG Wei (Chairman and chief executive officer)
Mr. YE Fuwei
Ms. ZHANG Jinghua

Non-executive Directors
Mr. LIU Wei
Ms. XU Rui

Independent Non-executive Directors

Mr. WU Fei (appointed on 9 October 2023)
Mr. FUNG Che Wai, Anthony (appointed on 9 October 2023)
Mr. CHEN Shuo (appointed on 9 October 2023)
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In accordance with Article 83(3) of the Articles of Association, any Director appointed by the Board to fill a casual vacancy
on the Board or as an addition to the existing Board shall hold office only until the first annual general meeting of the
Company after his appointment and shall be eligible for re-election.

In accordance with Article 84(1) of the Articles of Association, at each annual general meeting one-third of the Directors
for the time being (or, if their number is not a multiple of three, the number nearest to but not less than one-third) shall
retire from office by rotation provided that every Director shall be subject to retirement at an annual general meeting
at least once every three years.

Accordingly, Ms. Zhang Jinghua, an Executive Director, Mr. Liu Wei, a Non-executive Director, Mr. Chen Shuo, an
Independent Non-executive Director shall retire from office by rotation as Directors at the Annual General Meeting and,
being eligible, will offer themselves for re-election as Directors at the Annual General Meeting.

BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

Biographies of the Directors and senior management of the Group are set out in the section headed “Directors and
Senior Management” in this annual report.

DIRECTORS’ SERVICE CONTRACT

Each of our Executive Directors and Non-executive Directors has entered into a service contract with the Company for
a term of three years commencing on the Listing Date unless terminated by a three months’ notice in writing served by
either party on the other. Each of our Independent Non-executive Directors has entered into a letter of appointment with
the Company for a term of three years commencing on the Listing Date unless terminated by a three months’ notice in
writing served by either party on the other. The term of these service contracts and the letters of appointment may be
renewed in accordance with the Articles of Association and the applicable Listing Rules.

None of the Directors has entered, or has proposed to enter, into a service contract with any member of the Group

which is not determinable by the employer within one year without the payment of compensation (other than statutory
compensation).

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received written annual confirmation from each Independent Non-executive Director of his independence
pursuant to the Rule 3.13 of the Listing Rules. The Company considers all Independent Non-executive Directors to be
independent from the Listing Date to the date of this annual report.
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CHANGES OF INFORMATION IN RELATION TO THE DIRECTORS

Changes in the information of the Directors since disclosure made in the Prospectus are set out below:

Since 4 January 2024, Mr. Fung Che Wai, Anthony has been serving as an independent non-executive Director of Qyuns
Therapeutics Co., Ltd. (T# 22 £V E BZH B R A 7)), a clinical-stage biotech company listed on the Main Board of the
Stock Exchange (stock code: 2509), where he is mainly responsible for providing independent advice to the Board. Since
6 December 2023, Mr. Fung has been serving as an independent non-executive Director of Dekon Food and Agriculture
Group (W)I112E2HM R MBEBKMLBBR AR, a livestock and poultry breeding and farming enterprise in China listed on
the Main Board of the Stock Exchange (stock code: 2419), where he is mainly responsible for supervising and providing

independent advice to the Board.

Save as disclosed above, there was no change to any information required to be disclosed in relation to any Director
pursuant to Rule 13.51B(1) of the Listing Rules from the Listing Date and up to the date of this annual report.

REMUNERATION OF DIRECTORS AND FIVE HIGHEST PAID INDIVIDUALS

Details of the remuneration of the Directors and the five highest paid individuals are set out in Note 9(a) and 35 to the
consolidated financial statements.

EMOLUMENT POLICY

The Remuneration Committee is responsible for (i) making recommendations to the Board on our policy and structure for
all remuneration of Directors and senior management and on the establishment of a formal and transparent procedure for
developing policy on such remuneration; (ii) determining, or making recommendations to the Board on, the remuneration
packages of individual Directors and senior management; (iii) reviewing and approving the management’s remuneration
proposals with reference to the Board’s corporate goals and objectives; (iv) considering salaries paid by comparable
companies, time commitment and responsibilities and employment conditions elsewhere in the Group; (v) reviewing and
approving compensation payable to executive Directors and senior management for any loss or termination of office or
appointment to ensure that it is consistent with contractual terms and is otherwise fair and not excessive; (iv) reviewing
and approving compensation arrangements relating to dismissal or removal of Directors for misconduct to ensure that
they are consistent with the contractual terms and that are otherwise reasonable and appropriate; (v) ensuring that no
Director or any of his/her associates is involved in deciding his/her own remuneration; and (vi) reviewing and/or approve
matters relating to share schemes under Chapter 17 of the Listing Rules.

The Directors’ remuneration is determined with reference to the relevant Director’s experience and qualifications, level
of responsibility, performance and the time devoted to our business, and the prevailing market conditions. No Director
has waived or has agreed to waive any emoluments during the year ended 31 December 2023.

The Company has adopted the Pre-IPO Share Option Scheme and the Share Option Scheme as an incentive for Directors

and eligible employees. Details of the schemes are set out in the section headed “Share Incentive Schemes” in this
annual report.
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DIRECTORS’ INTEREST IN COMPETING BUSINESS

During the year ended 31 December 2023, none of the Directors were interested in any business apart from the Company’s
business, which competed or was likely to compete, either directly or indirectly, with the businesses of the Company
and its subsidiaries pursuant to Rule 8.10 of the Listing Rules.

DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS AND CONTRACTS OF
SIGNIFICANCE

Save as disclosed in “Related Party Transactions” in Note 34 to the consolidated financial statements, there was no
transaction, arrangement or contract of significance to which the Company or any of its subsidiaries was a party and
in which a Director or its connected entity (within the meaning of Section 486 of the Companies Ordinance) had a
material interest, whether directly or indirectly, and subsisting during the year ended 31 December 2023 or as of 31
December 2023.

CONNECTED TRANSACTIONS

Details of the related party transactions for the year ended 31 December 2023 are set out in Note 34 to the consolidated
financial statements. None of the related party transactions constitute non-exempt connected transactions/continuing
connected transactions under Chapter 14A of the Listing Rules.

Since the Listing Date and up to 31 December 2023, the Group has complied with the disclosure requirements in
accordance with Chapter 14A of the Listing Rules and did not enter into any transactions which need to be disclosed
as connected transactions/continuing connected transactions under Chapter 14A of the Listing Rules.

PRINCIPAL RISKS AND UNCERTAINTIES

We are subject to a variety of risks in our daily business operations, including credit risk, operational risk and legal and
compliance risk, as well as the risks posed by climate change and extreme weather, among which we believe credit risk
is our principal exposure. The credit risk management function of the Group is primarily coordinated by our credit risk
management function working with the other three departments of the Group, namely legal department, fieldwork
department and technical department, to manage the risk management operation.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2023, the Group had 1,152 full-time employees, among which 1,149 employees were based in the
PRC and 3 employees were based in Hong Kong.

The employee benefit expenses, including Directors’ remuneration, was approximately RMB138.3 million for the year
ended 31 December 2023, as compared to approximately RMB120.6 million for the year ended 31 December 2022. The
remuneration package of employees generally includes salary and year-end bonus, as well as share incentive for our key
management personnel. The Group also offers performance bonus subject to regular performance appraisals. In general,
the Group determines the remuneration package based on the qualifications, position and performance of its employees.
The Group also makes contributions to statutory social insurance fund and housing provident fund as applicable.
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The Group has developed a systematic training system comprising an e-learning platform, internal seminars and
management trainings to improve the essential work-related skills of our employees. We also cooperate with other external
institutions to host trainings and facilitate industry exchange. We have established an internal training programme which
serves to improve and standardize the training activities and system for our employees. We have also implemented a set
of security training policy in respect of personal data protection, which stipulates that regular training on a quarterly
basis should be provided for all employees as a reminder and update on personal data protection and mandatory
acknowledgement of the collection of personal data protection policy by all new employees should be required.

In addition, the Company has adopted the Pre-IPO Share Option Scheme and the Share Option Scheme. Please refer to
the section headed “Share Incentive Schemes” in this annual report for further details.

RETIREMENT AND EMPLOYEE BENEFIT SCHEME

Details of the retirement and employee benefit scheme of the Company are set out in Note 39.13 to consolidated
financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2023, sales to the Group’s five largest customers, in aggregate, represented approximately
1.5% (2022: 2.1%) of the Group's total revenue, whereas sales to the single largest customers amounted to approximately
0.8% (2022: 1.1%) of the Group's total revenue.

For the year ended 31 December 2023, purchases from the Group'’s five largest suppliers accounted for approximately
56.9% (2022: 49.1%) of the Group's total purchases, whereas purchases from the single largest supplier amounted to
approximately 16.3% (2022: 20.2%) of the Group's total purchases.

None of the Directors or any of their associates or any shareholders of the Company (which, to the best knowledge of

the Directors, own more than 5% of the Company’s issued share capital) had any interest in the Group’s five largest
customers and suppliers.

RELATIONSHIP WITH EMPLOYEES, CUSTOMERS AND SUPPLIERS

The Group recognizes that employees, customers and suppliers are key to the Group’s success. The Group actively
maintains a good relationship with employees, customers and suppliers. There was no material and significant dispute
between the Group and its employees, suppliers and/or customers during the Reporting Period.
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INTERESTS AND SHORT POSITIONS OF THE DIRECTORS AND CHIEF EXECUTIVE IN
SHARES, UNDERLYING SHARES AND DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As of 31 December 2023, the interests and short positions 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) held by the Directors and
chief executive of the Company which have been notified to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests and short positions which were taken or deemed to have under such
provisions of the SFO) or have been entered in the register maintained by the Company pursuant to section 352 of the
SFO, or otherwise have been notified to the Company and the Stock Exchange pursuant to the Model Code as set out
in Appendix C3 to the Listing Rules were as follows:

Interests in Shares or Underlying Shares of the Company

Approximate
Number of Percentage of
Name of No. of Underlying Shareholding
Director/ Chief Executive Capacity Shares™ Shares Interest
Mr. Huang Wei Interest of 128,610,355 (L)@ - 24.94%
controlled
corporation
Beneficial owner - 3,819,900 (L)® 0.74%
Mr. Ye Fuwei Interest of 954,529 (L)@ - 0.19%
controlled
corporation
Beneficial owner - 3,809,100 (L)® 0.74%
Ms. Zhang Jinghua Beneficial owner - 1,000,000 (L)® 0.19%
Notes:
(1) The letter “L" denotes the person’s long position in the Shares.

(2) Glorypearl Capital is beneficially and wholly owned by Mr. Huang Wei. Each of Precious Luck, Happy Gain and Southern Fortune
is indirectly controlled by Mr. Huang Wei. By virtue of the SFO, Mr. Huang Wei is deemed to be interested in the Shares held
by Glorypearl Capital, Precious Luck, Happy Gain and Southern Fortune.

(3) Mr. Huang Wei is interested in such underlying Shares of the Company by virtue of the Pre-IPO Share Option Scheme of the
Company. For further details, please refer to the section headed “Share Incentive Schemes” below.

4) Billion Aspire Holdings Limited is beneficially and wholly owned by Mr. Ye Fuwei. By virtue of the SFO, Mr. Ye Fuwei is deemed
to be interested in the Shares held by Billion Aspire Holdings Limited.

(5) Mr. Ye Fuwei is interested in such underlying Shares of the Company by virtue of the Pre-IPO Share Option Scheme of the
Company. For further details, please refer to the section headed “Share Incentive Schemes” below.

(6) Ms. Zhang Jinghua is interested in such underlying Shares of the Company by virtue of the Pre-IPO Share Option Scheme of
the Company. For further details, please refer to the section headed “Share Incentive Schemes” below.
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Save as disclosed above, as of 31 December 2023, none of the Directors or chief executive of the Company had any
interests or short positions 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 would be required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO, or which would be required, pursuant to Section
352 of the SFO, to be entered in the register referred to therein, or otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL SHAREHOLDERS IN SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As of 31 December 2023, so far as is known to the Directors, the following persons had interests or short positions in
the Shares or underlying Shares which would need to be disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO and recorded in the register required to be kept by the Company pursuant to section 336
of the SFO:

Interests in Shares or Underlying Shares of the Company

Approximate
Percentage of

Name of No. of Shareholding
Substantial Shareholder Capacity Shares™ Interest
Mr. Huang Wei Interest of controlled corporation 128,610,355 (L)@@ 24.94%
Beneficial owner 3,819,900 (L)® 0.74%

Glorypear| Capital Beneficial owner 63,543,294 (L)@ 12.32%
Precious Luck Beneficial owner 35,158,485 (1)@ 6.82%
Shanghai Boyu Interest of controlled corporation 35,158,485 (L)©® 6.82%
Fuzhou Zhitong Interest of controlled corporation 35,158,485 (L)@ 6.82%
Weichuang Hongjing Interest of controlled corporation 35,158,485 (L)® 6.82%
|deal Stand Beneficial owner 54,089,977 (L)@ 10.49%
Shanghai Boli Interest of controlled corporation 54,089,977 (L)@ 10.49%
Tengxin Investment Interest of controlled corporation 54,089,977 (L)@ 10.49%
Mr. Teng Yongxiong Interest of controlled corporation 54,089,977 (L)@ 10.49%
Prosperous Splendor Beneficial owner 47,730,030 (L)? 9.26%
Mr. Liu Yonghui Interest of controlled corporation 47,730,030 (L)? 9.26%
Brown Oak Holdings Limited Beneficial owner 45,215,840 (L)® 8.77%
Shanghai Jili Interest of controlled corporation 45,215,840 (L)® 8.77%
Zhuhai Wanhe Jinhua Interest of controlled corporation 45,215,840 (L)® 8.77%
Zhuhai Wanhe Xingsheng Interest of controlled corporation 45,215,840 (L)® 8.77%
SDIC RE Asset Interest of controlled corporation 45,215,840 (L)® 8.77%
SDIC Taikang Interest of controlled corporation 45,215,840 (L)® 8.77%
SDIC Capital Holdings Co., Ltd. Interest of controlled corporation 45,215,840 (L)® 8.77%

(BB AR B R AR

SDIC Capital Co., Ltd. Interest of controlled corporation 45,215,840 (L)® 8.77%

(BEREARKRDERAT)
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Approximate
Percentage of

Name of No. of Shareholding
Substantial Shareholder Capacity Shares™ Interest
Beijing Dongan Weiye Investment  Interest of controlled corporation 45,215,840 (L)® 8.77%
Management Co., Ltd.*
JERRLEBHEREEREBRRAA)
Foshan Huishangyin Interest of controlled corporation 45,215,840 (L)® 8.77%
Investment Co., Ltd.*
(I TERRIRERRAR)
Beijing Dongchangan Interest of controlled corporation 45,215,840 (L)® 8.77%
(Group) Co., Ltd.*
ERERZ(EE)BERAR)
Charming Tulip Holdings Limited Beneficial owner 41,495,497 (L)@ 8.05%
Shanghai Xuante Interest of controlled corporation 41,495,497 (L)@ 8.05%
Mr. Lin Dachun Interest of controlled corporation 41,495,497 (L)@ 8.05%
Ms. Qiu Hui Interest of controlled corporation 41,495,497 (L)@ 8.05%
Hit Drive Limited Beneficial owner 26,556,367 (L)1 5.46%
Tomorrow Land Holdings Limited Interest of controlled corporation 26,556,367 (L)1 5.46%
EasyCar. Inc Interest of controlled corporation 26,556,367 (L)1 5.46%
Mandarin Link Inc. Interest of controlled corporation 26,556,367 (L)1 5.46%
Didi global Inc. Interest of controlled corporation 26,556,367 (L)1 5.46%
Notes:

(1

2)

The letter “L" denotes the person’s long position in the Shares.

Glorypearl Capital is beneficially and wholly owned by Mr. Huang Wei. By virtue of the SFO, Mr. Huang Wei is deemed to be
interested in the Shares held by Glorypearl Capital.

Precious Luck is wholly owned by Shanghai Boyu, a limited partnership controlled by Weichuang Hongjing as the executive
partner and general partner, which is owned as to 99% by Mr. Huang Wei and 1% by Fuzhou Zhitong. Shanghai Boyu is
controlled as to 76.9% by Fuzhou Zhitong as limited partner. Mr. Huang Wei is also the executive partner and general partner
of Fuzhou Zhitong, therefore Shanghai Boyu is indirectly controlled by Mr. Huang Wei. By virtue of the SFO, each of Mr. Huang
Wei, Weichuang Hongjing, Shanghai Boyu and Fuzhou Zhitong is deemed to be interested in the Shares held by Precious Luck.

Each of Happy Gain and Southern Fortune directly held 19,090,580 Shares and 10,817,995 Shares. Happy Gain is wholly
owned by Shanghai Bo Yu, a limited partnership controlled by Weichuang Xingsheng as the executive partner and general
partner which is wholly owned by Mr. Huang Wei. Southern Fortune is wholly owned by Shanghai Boyun, a limited partnership
controlled by Fujian Fuyuan as the executive partner and general partner which is in turn controlled by Mr. Huang Wei as the
executive partner and general partner. By virtue of the SFO, Mr. Huang Wei is deemed to be interested in the Shares held by
Happy Gain and Southern Fortune.

Mr. Huang Wei is interested in such underlying Shares by virtue of the Pre-IPO Share Option Scheme of the Company. For
further details, please refer to the section headed “Share Incentive Schemes” below.

Ideal Stand is wholly owned by Shanghai Boli, which is wholly owned by Tengxin Investment. Tengxin Investment is owned
as to 75% by Mr. Teng Yongxiong, an Independent Third Party. By virtue of the SFO, each of Mr. Teng Yongxiong, Tengxin
Investment and Shanghai Boli Enterprise Management Co., Ltd. is deemed to be interested in the Shares held by Ideal Stand.
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(7) Prosperous Splendor is owned as to 95.52% by Mr. Liu Yonghui, father of Mr. Liu Wei (our non-executive Director). By virtue
of the SFO, Mr. Liu Yonghui is deemed to be interested in the Shares held by Prosperous Splendor.

(8) Brown Oak Holdings Limited is wholly owned by Shanghai Jili, which is controlled by Zhuhai Wanhe Jinhua as the executive
partner and general partner. Shanghai Jili is owned as to 99% by Zhuhai Wanhe Xingsheng as limited partner, which is in
turn controlled by Zhuhai Wanhe Jinhua as general partner and controlled as to 37.03% by SDIC RE Asset and 20% by SDIC
Taikang as limited partners. Zhuhai Wanhe Jinhua is wholly owned by SDIC RE Asset. SDIC RE Asset is controlled as to 45% by
SDIC Taikang and 35% by Beijing Dongan Weiye Investment Management Co., Ltd.* (At RELZIEELEELHFR A A)). SDIC
Taikang is controlled as to 61.29% by SDIC Capital Holdings Co., Ltd. (B & AR AR A 7)), which is in turn wholly owned
by SDIC Capital Co., Ltd. (E#& & A&1DHBR 2 A). Beijing Dongan Weiye Investment Management Co., Ltd.* (It RE L EZ
EEEARAF]) is owned as to 55% by Foshan Huishangyin Investment Co., Ltd.* ({# LT ERERIZE BB AF) and 45%
by Beijing Dongchangan (Group) Co., Ltd.* Gt REKZ(EBE)ER A F)). By virtue of the SFO, each of Zhuhai Wanhe linhua,
Shanghai Jili, Zhuhai Wanhe Xingsheng, SDIC RE Asset, SDIC Taikang, SDIC Capital Holdings Co., Ltd., SDIC Capital Co., Ltd.,
Beijing Dongan Weiye Investment Management Co., Ltd.* (At RERZEFILE EIEZHER A RA]), Foshan Huishangyin Investment
Co., Ltd.* ({51 T FE R & & AR A &) and Beijing Dongchangan (Group) Co., Ltd.* (At RER K Z(EE)AR A 7)) is deemed to
be interested in the Shares held by Brown Oak Holdings Limited.

9) Charming Tulip Holdings Limited is wholly owned by Shanghai Xuante, which is owned as to approximately 47.18% by Ms.
Qiu Hui and 32.27% by Mr. Lin Dachun. By virtue of the SFO, each of Ms. Qiu Hui, Mr. Lin Dachun and Shanghai Xuante is
deemed to be interested in the Shares held by Charming Tulip Holdings Limited.

(10)  Hit Drive Limited is wholly owned by Tomorrow Land Holdings Limited, which is wholly owned by EasyCar Inc., which is wholly
owned by Mandarin Link Inc., which then is in turn wholly owned by Didi Global Inc. By virtue of the SFO, each of Didi Global
Inc., Mandarin Link Inc., EasyCar Inc. and Tomorrow Land Holdings Limited is deemed to be interested in the Shares held by
Hit Drive Limited.

Save as disclosed above, as of 31 December 2023, the Directors were not aware of any persons who had an interest
or short position in the Shares, underlying Shares and debentures of the Company which would need to be disclosed
under Divisions 2 and 3 of Part XV of the SFO, or which would be required, pursuant to Section 336 of the SFO, to be
entered in the register referred to therein.

MANAGEMENT CONTRACT

During the Reporting Period, no contract concerning the management and administration of all or any substantial part
of the business of the Company was entered into or existed.

DIRECTORS’ PERMITTED INDEMNITY PROVISION

Pursuant to Article 164 of the Articles of Association, the Directors 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.

The Company has maintained directors’ liability insurance after Listing which provides appropriate cover for the Directors.
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USE OF PROCEEDS FROM GLOBAL OFFERING

The Company was successfully listed on the Main Board on 9 November 2023. The net proceeds from the Global Offering
which the Company received, after deducting the underwriting commissions and expenses in relation to the Listing
payable by the Company, was approximately HK$28.8 million.

The table below sets forth the intended application of the net proceeds and actual usage as at 31 December 2023:

Expected
Approximate timetable
% of net of the
proceeds from unutilized
Net proceeds from the Global Amounts utilized asat ~ Amounts unutilized as at  net
Item the Global Offering Offering 31 December 2023 31 December 2023 proceeds
HK$'000 RMB'000 HK$'000 RMB'000 HK$'000 RMB'000
Expected to
be before end
Purchase of of December
automobiles 17,449 16,484 60.6% 13,955 15,333 3,493 1,151 2024
Expected to
be before end
Expansion of sales of December
network 11,326 10,700 39.4% - - 11,326 10,700 2026
Total 28,775 27,184 100% 13,955 15,333 14,819 11,851

The Company will use the remaining proceeds for the purposes disclosed in the Prospectus. The expected timetable for
utilizing the remaining proceeds is based on the best estimates of the future market conditions made by the Group. It
may be subject to change based on the current and future development of market conditions.

SHARE INCENTIVE SCHEMES

1. Pre-IPO Share Option Scheme

The Pre-IPO Share Option Scheme was approved and adopted by the Company on 9 October 2023. The purpose
of the Pre-IPO Share Option Scheme is to enable the Company to grant options to (i) any full-time employee,
administrative personnel, and senior staff of the Group; (ii) any director (including non-executive director and
independent non-executive director) of the Group; and any other eligible person who, in the discretion of the Board,
has made contributions or will make contributions to the Group, as incentives or rewards for their contribution
or potential contribution to any member of the Group. For more details of the Pre-IPO Share Option Scheme,
please refer to “Statutory and General Information—D. Other Information—=2. Pre-IPO Share Option Scheme” in
Appendix IV to the Prospectus.
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The maximum number of Shares in respect of which options or awards may be granted under the Pre-IPO Share
Option Scheme is 38,671,875 Shares. No option shall be granted under the Pre-IPO Share Option Scheme on or
after the Listing Date, although provisions of the Pre-IPO Share Option Scheme will in all other respects remain in
full force and effect to the extent necessary to give effect to the exercise of any options granted pursuant to the
Pre-IPO Share Option Scheme prior to the Listing Date, and options granted prior thereto but not yet exercised
shall continue to be valid and exercisable in accordance with the Pre-IPO Share Option Scheme.

The table below shows details of the movements in the number of share options granted under the Pre-IPO Share

Option Scheme during the Reporting Period:

Outstanding Outstanding
as of as of
Exercise 1 January Date of 31 December
Grantees price 2023 Grant Granted Exercised  Cancelled Lapsed 2023
Directors
Mr. Huang Wei HK$0.603 - 18 October 3,819,900 - - - 3,819,900
2023
Mr. Ye Fuwei HK$0.603 - 18 October 3,809,100 - - - 3,809,100
2023
Ms. Zhang Jinghua HK$0.603 - 18 October 1,000,000 - - - 1,000,000
2023
Sub-total 8,629,000 8,629,000
Connected persons
Ms. Ye Ying HK$0.603 - 18 October 1,800,000 - - - 1,800,000
2023
Mr. Qiu Guohu HK$0.603 - 18 October 800,000 - - - 800,000
2023
Mr. Ye Song HK$0.603 - 18 October 600,000 - - - 600,000
2023
Mr. He Xiaowu HK$0.603 - 18 October 150,000 - - - 150,000
2023
Mr. Yang Jiabin HK$0.603 - 18 October 200,000 - - - 200,000
2023
Sub-total 3,550,000 3,550,000
Employees in aggregate
205 employees HK$0.603 - 18 October 26,020,000 - - 1,810,000% 24,210,000
2023
Sub-total 26,020,000 24,210,000
Total

38,199,000

36,389,000
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Notes:

(1) The exercise period of the options granted to the grantees shall be five years from the respective vesting date of the
relevant options. The options granted to the grantees will be vested in the grantee in the following manners and in
accordance with the following vesting schedule provided that the vesting conditions determined by the Board are satisfied
in the relevant financial year: (i) 20% of the total number of the share options granted will be vested in the financial
year of the Listing Date; (ii) 20% of the total number of the share options granted will be vested in the financial year
immediately following the Listing Date; (iii) 20% of the total number of the share options granted will be vested in the
second financial year after the Listing Date; (iv) 20% of the total number of the share options granted will be vested
in the third financial year after the Listing Date; and (v) 20% of the total number of the share options granted will be
vested in the fourth financial year after the Listing Date.

(2) These options lapsed automatically and became unexercisable in accordance with the rules of the Pre-IPO Share Option
Scheme due to the cessation of employment of the relevant employees during the period from the Listing Date to 31
December 2023.

Save as disclosed above, no other options have been granted or agreed to be granted by the Company under
the Pre-IPO Share Option Scheme.

The number of Shares that may be issued in respect of outstanding options granted under the Pre-IPO Share
Option Scheme during the Reporting Period was 36,389,000, representing approximately 10.0% of the weighted
average number of Shares in issue for the Reporting Period.

Share Option Scheme

The Company conditionally approved and adopted the Share Option Scheme on 9 October 2023, which became
effective upon the Listing Date. From the Listing Date to 31 December 2023, no options have been granted or
agreed to be granted under the Share Option Scheme. The principal terms of the Share Option Scheme are set
out as follows.

(a) Purpose

The purpose of the Share Option Scheme is to recognize and acknowledge the contributions that the
Eligible Participants (as defined below) had or may have made to the Group. The Share Option Scheme
will provide the Eligible Participants an opportunity to have a personal stake in the Company with the view
to achieving the following objectives: (i) motivate the Eligible Participants to optimize their performance
efficiency for the benefit of the Group; and (ii) attract and retain or otherwise maintain an on-going
business relationship with the Eligible Participants whose contributions are or will be beneficial to the
long-term growth of the Group.

(b) Who may join
The Board may, at its discretion, offer to grant an option to the following persons (collectively the “Eligible
Participants”) to subscribe for such number of new Shares as the Board may determine at an exercise
price determined in accordance with the rules of the Share Option Scheme:

(i) any full-time or part-time employees, executives or officers of the Company or any of its subsidiaries;

(i) any directors (including non-executive directors and independent non-executive directors) of the
Company or any of its subsidiaries; and

(i) any advisers, consultants, suppliers, distributors and such other persons who provide services to
the Company and/or any of its subsidiaries on a continuing and recurring basis in the ordinary and
usual course of business of the Group, the grant of options to whom is in the interests of the long-
term growth of the Group as determined by the Board, but excluding (i) placing agents or financial
advisers providing advisory services for fundraising, mergers or acquisitions of the Company or
its subsidiaries, and (ii) professional service providers such as the auditors or valuers who provide
assurance or are required to perform their services with impartiality and objectivity (“Service
Providers”).
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(c)

(d)

(e)

Maximum of Shares

The maximum number of Shares in respect of which all options which may be granted under the Share
Option Scheme and all share options and share awards under any other share schemes of the Company
must not in aggregate exceed 10% of the total number of Shares in issue immediately following completion
of the Global Offering (“Scheme Mandate Limit"), being 51,562,500 Shares, representing 10% of the
total number of Shares in issue as of the date of this annual report.

Subject to the foregoing, the total number of Shares which may be allotted and issued in respect of all
options to be granted under the Share Option Scheme and under any other share option schemes of the
Company to the Service Providers shall be within the Scheme Mandate Limit and must not in aggregate
exceed 1% of Shares in issue immediately after completion of the Global Offering (”Service Provider
Sublimit”), being 5,156,250 Shares, representing 1% of the total number of Shares in issue as of the
date of this annual report.

Maximum entitlement of each participant

The total number of Shares issued and which may fall to be issued upon exercise of all options granted
under the Share Option Scheme and all share options and share awards granted under any other share
schemes of the Company (including both exercised and outstanding share options and share awards) to
each Eligible Participant in any 12-month period up to the date of grant shall not exceed 1% of the Shares
in issue as at the date of grant. Any further grant of options in excess of this 1% limit shall be subject to
the relevant requirements pursuant to the Listing Rules.

Acceptance of option

An option shall be deemed to have been granted and accepted by the grantee and to have taken effect
when the duplicate offer document constituting acceptances of the options duly signed by the grantee,
together with a remittance or payment in favour of the Company of RMB1.00 by way of consideration for
the grant thereof, is received by the Company on or before the relevant acceptance date, which shall be
not later than 14 days after the offer Date. To the extent that the offer to grant an option is not accepted
by any prescribed acceptance date, it shall be deemed to have been irrevocably declined.

Exercise of option

An option may be exercised in accordance with the terms of the Share Option Scheme at any time after
the date upon which the option is deemed to be granted and accepted and prior to the expiry of 10 years
from that date. The period during which an option may be exercised will be determined by the Board in
its absolute discretion, save that no option may be exercised more than 10 years after it has been granted.

Vesting period

The vesting period of an option shall be determined by the Board and in any case, shall not be less than
12 months. A shorter vesting period may be granted to directors and employees of the Company or
any of its subsidiaries (including persons who are granted options or awards under the scheme as an
inducement to enter into employment contracts with these companies) at the discretion of the Board in
certain circumstances as provided under the rules of the Share Option Scheme.
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(h) Exercise price

The subscription price of a Share in respect of any particular option granted under the Share Option
Scheme shall be such price as the Board in its absolute discretion shall determine, save that such price
must be at least the higher of: (i) the official closing price of the Shares as stated in the Stock Exchange’s
daily quotation sheets on the date of grant, which must be a day on which the Stock Exchange is open for
the business of dealing in securities; (ii) the average of the official closing prices of the Shares as stated
in the Stock Exchange’s daily quotation sheets for the five Business Days immediately preceding the date
of grant; and (iii) the nominal value of a Share.

(i) Period and remaining life of the Share Option Scheme
Subject to earlier termination by the Company in general meeting or by the Board, the Share Option Scheme
shall be valid and effective for a period of 10 years from the date of its adoption (i.e. the Listing Date).
No option may be granted under the Share Option Scheme more than 10 years after the Listing Date.

SHARE CAPITAL

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

RESERVES
Details of movements in the reserves of the Group and of the Company during the year are set out in the consolidated
statement of changes in equity and Notes 25 and 38, respectively, to the consolidated financial statements in this annual

report.

Details of the Company’s reserves available for distribution to the Shareholders as of 31 December 2023 are set out in
Note 38 to the consolidated financial statements in this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group during the year ended 31 December 2023 are
set out in note 14 to the consolidated financial statements.

BANK LOANS AND OTHER BORROWINGS

As at 31 December 2023, bank loans and other borrowings amounted to RMB1,865,655,000.

GEARING RATIO

As at 31 December 2023, the Group’s gearing ratio was 67.4%, representing a decrease from that of 75.1% as at 31
December 2022. The change was mainly due to the increase in total equity as the ordinary Shares with redemption rights
were converted into ordinary Shares on the Listing Date.
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FINAL DIVIDEND

The Board does not recommend the payment of a final dividend for the year ended 31 December 2023 (2022: Nil).

DIVIDEND POLICY

The Directors may recommend a payment of dividends in the future after taking into account, among others, our operation
and earnings, capital requirements and surplus, general financial condition, contractual restrictions, capital expenditure
and future development requirements, shareholders’ interests and other factors which they may deem relevant at such
time. Any declaration and payment as well as the amount of dividends will be subject to our constitutional documents
and the Cayman Companies Act. The Shareholders in a general meeting may approve any declaration of dividends, which
must not exceed the amount recommended by the Board. No dividend shall be declared or payable except out of our
profits and reserves lawfully available for distribution. Our future declarations of dividends may or may not reflect our
historical declaration of dividends and will be at the absolute discretion of the Board. Any distributable profits that are
not distributed in any given year will be retained and available for distribution in subsequent years. To the extend profits
are distributed as dividends, such portion of profits will not be available to be reinvested in our operations.

The Company was not aware of any Shareholders who had waived or agreed to waive any dividend arrangement for
the year ended 31 December 2023.

CONVERTIBLE SECURITIES, OPTIONS, WARRANTS AND SIMILAR RIGHTS

Save as disclosed in the section headed “Share Incentive Schemes” in this annual report, the Company had no outstanding
convertible securities, options, warrants and similar rights during the year ended 31 December 2023 and there was no
issue or grant of any convertible securities, options, warrants and similar rights during the Reporting Period.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY"’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company’s listed securities
from the Listing Date to 31 December 2023.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES AND DEBENTURES

Save for the Share Incentive Schemes, at no time during the year ended 31 December 2023 and up to the date of this
annual report, was the Company or any of its holding companies, subsidiaries or fellow subsidiaries, a party to any
arrangement that would enable the Directors to acquire benefits by means of acquisition of the shares in, or debentures
of, the Company or any other body corporate, and none of the Directors or any of their spouses or children under
the age of 18 were granted any right to subscribe for the equity or debt securities of the Company or any other body
corporate or had exercised any such right.

EQUITY-LINKED AGREEMENTS

Save for the Share Incentive Schemes as disclosed in the section headed “Share Incentive Schemes” in this annual report,
no equity-linked agreements were entered into by the Company during the year ended 31 December 2023, or subsisted
at the end of 31 December 2023.
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PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of Association and there is no restriction against such
rights which would oblige the Company to offer new Shares on a pro-rata basis to existing Shareholders.

TAX RELIEF

The Directors are not aware of any tax relief available to the Shareholders by reason of their holding of the Company’s
Shares.

DONATION

During the year ended 31 December 2023, the Group did not make any charitable donations.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the knowledge of the Board, the Board
confirms that the Company has maintained the public float as required by the Listing Rules as of the latest practicable
date prior to the issue of this annual report.

CORPORATE GOVERNANCE

A report on the principle corporate governance practices adopted by the Company is set out in the Corporate Governance
Report in this annual report.

COMPLIANCE WITH RELEVANT LAWS AND REGULATIONS

During the Reporting Period, to the best knowledge of the Directors, there was no material breach or non-compliance
with the relevant laws and regulations by the Group that have a significant impact on the Group.

MATERIAL LEGAL PROCEEDINGS

For the year ended 31 December 2023, to the best knowledge of the Directors, there was no actual or pending legal,
arbitration or administrative proceedings that would have a material adverse effect on the Group's business, results of
operations, financial condition or reputation, and compliance with applicable laws and regulations.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE (“ESG"”) MATTERS

In view of the increasing risk from climate change, environmental protection is regarded as an integral corporate
responsibility at the Group, and the Group is dedicated to lowering the environmental impact of all aspects of our
business operations. Environmental stewardship and corporate social responsibility are key parts of the Group's core
growth philosophy, which, along with our focus on sustainability, diversity, and public interests, shall generate value for
our Shareholders. Accordingly, the Board has adopted an extensive policy on ESG responsibilities (the “ESG Policy”) in
accordance with the Listing Rules, which sets forth our corporate social responsibility objectives and provides guidance
on practicing corporate social responsibility in our daily operations.
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The Board has set up and established an ESG task force team in April 2023, consisting of a representative from the human
resources department as the team head, representatives from the risk management department and finance leasing
services department of the Group as team members, and representatives from subsidiaries of the Group as supporting
staff and coordinators. The ESG task force team shall be handling all ESG issues that arise in the Group’s operations
and report to the Board directly. The ESG task force team shall also be responsible for ESG climate risk discussions and
ensuring that effective climate risk management is in place. The ESG task force team shall set ESG and climate goals for
the Board'’s consideration at the beginning of each financial year, during which it shall also review the Group's progress
in achieving the goals of the preceding financial year.

The Board, as supported by the ESG task force team, has reviewed and is satisfied with the Company’s ESG Policy as
well as ESG performance and reporting, including environmental compliance, environmental policies and performance,
employment practices, product quality, corporate governance, and business conduct, during the Reporting Period. For
further details, please refer to the ESG Report in this annual report.

SUBSEQUENT EVENTS AFTER THE REPORTING PERIOD

On 11 January 2024, XXF Group, an indirectly wholly-owned subsidiary of the Company, entered into an equity transfer
agreement with Fujian Taikang, pursuant to which the Group transferred 53% equity interest in Fujian Xidun, its then
indirectly wholly-owned subsidiary, to Fujian Taikang. Immediately following the transfer, Fujian Xidun ceased to be an
indirectly wholly-owned subsidiary of the Company and became owned as to 47% by XXF Group and 53% by Fujian
Taikang. The aforesaid transfer did not constitute a notifiable transaction of the Company under Chapter 14 of the
Listing Rules.

Save as disclosed above, no material events occurred after the end of the Reporting Period and up to the date of this
annual report.

AUDIT COMMITTEE

The Audit Committee has reviewed with the management the accounting principles and policies adopted by the Company
and discussed internal control and financial reporting matters (including the review of the audited consolidated financial
statements of the Group for the year ended 31 December 2023) of the Group. The Audit Committee considered that the
audited consolidated financial statements of the Group are in compliance with the applicable accounting standards, the
Listing Rules and all other applicable legal requirements. Accordingly, the Audit Committee recommended the Board to
approve the audited consolidated financial statements of the Group for the year ended 31 December 2023.

AUDITOR

PricewaterhouseCoopers, which has audited the consolidated financial statements of the Company for the year ended 31
December 2023, will retire as the auditor of the Company at the AGM, and being eligible, offer itself for re-appointment.
A resolution will be proposed at the AGM to re-appoint PricewaterhouseCoopers as the auditor of the Company.
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ANNUAL GENERAL MEETING AND CLOSURE OF THE REGISTER OF MEMBERS

The AGM will be held on Friday, 14 June 2024. The notice of AGM and all other relevant documents will be published
in April 2024.

For determining the entitlement to attend and vote at the AGM, the register of members of the Company will be closed
from Tuesday, 11 June 2024 to Friday, 14 June 2024, both days inclusive, during which period no transfer of shares will
be registered. In order to be eligible to attend and vote at the AGM, all transfers of shares, accompanied by the relevant
share certificates, must be lodged with the Company’s share registrar in Hong Kong, Computershare Hong Kong Investor
Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, for
registration not later than 4:30 p.m. on Friday, 7 June 2024 (Hong Kong Time), being the last registration date.

On behalf of the Board

Mr. HUANG Wei
Chairman of the Board, Chief Executive Officer and Executive Director
Hong Kong, 26 March 2024
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The Board is pleased to present this Corporate Governance Report in the Group’s annual report for the year ended 31
December 2023.

The Company strives to maintain high standards of corporate governance to safeguard the interests of its Shareholders
and to enhance corporate value and accountability. The Board believes that good corporate governance is essential to
the success of the Company and the enhancement of shareholders’ value. The Company adopts the principles set out
in the Corporate Governance Code and embedding best governance practices throughout the organization.

COMPLIANCE WITH THE CORPORATE GOVERNANCE PRACTICES

From the Listing Date to 31 December 2023, the Company had complied with all the applicable code provisions of the
Corporate Governance Code, except as expressly described below.

Pursuant to Code Provision C.2.1 of the Corporate Governance Code, the roles of chairman and chief executive officer
should be separate and should not be performed by the same individual. Mr. Huang Wei is the chairman and chief
executive officer of the Group. In view of the fact that Mr. Huang has been assuming day-to-day responsibilities in
operating and managing the Group since September 2007, the Board believes that it is in the best interest of the Group
to have Mr. Huang taking up both roles for effective management and business development. Therefore, the Directors
consider that the deviation from CG Code provision C.2.1 is appropriate in such circumstance. Notwithstanding the
above, the Board is of the view that this management structure is effective for the Group’s operations and sufficient
checks and balances are in place.

The Company will continue to review and enhance its corporate governance practices to ensure compliance with the
Corporate Governance Code.

THE BOARD

Roles and Responsibilities

The Board is responsible for, and has general powers for, the management and conduct of our business. The Board reserves
for its decision all major matters relating to policy matters, strategies and budgets, internal control and risk management,
material transactions (in particular those that may involve conflict of interests), financial information, appointment of
directors and other significant operational matters of the Company. Responsibilities relating to implementing decisions
of the Board, directing and coordinating the daily operation and management of the Company are delegated to the
management.

All Directors shall ensure that they carry out duties in good faith, in compliance with applicable laws and regulations,
and in the interests of the Company and its shareholders at all times. The Board should regularly review the contribution
required of a Director to perform his/her responsibilities to the Company, and whether the Director is spending sufficient
time in performing them.
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Board Composition

The Board structure is governed by the Articles of Association. All Directors, including the Non-executive Directors and
Independent Non-executive Directors, have brought a wide spectrum of valuable business experience, knowledge and
professionalism to the Board for its efficient and effective functioning.

The Board of the Company comprises the following Directors for the year ended 31 December 2023:

Executive Directors

Mr. HUANG Wei (Chairman and chief executive officer)
Mr. YE Fuwei

Ms. ZHANG Jinghua

Non-executive Directors
Mr. LIU Wei
Ms. XU Rui

Independent Non-executive Directors

Mr. WU Fei (appointed on 9 October 2023)

Mr. FUNG Che Wai, Anthony (appointed on 9 October 2023)
Mr. CHEN Shuo (appointed on 9 October 2023)

Biographies of the Directors and senior management of the Group are set out in the section headed “Directors and
Senior Management” in this annual report.

The Directors do not have financial, business, family or other material/relevant relationships with one another.

During the period from the Listing Date to the date of this annual report, the Board has met the requirements of the
Listing Rules that the number of Independent Non-executive Directors must represent at least one-third of the Board
members, and that at least one of the Independent Non-executive Directors has appropriate professional qualifications
or accounting or related financial management expertise.

The Company has received written annual confirmation from each Independent Non-executive Director of his independence
pursuant to the Rule 3.13 of the Listing Rules. The Company considers all Independent Non-executive Directors to be
independent from the Listing Date to the date of this annual report.

APPOINTMENT, RE-ELECTION AND REMOVAL OF DIRECTORS

The procedures and process of appointment, re-election and removal of the Directors are laid down in the Articles of
Association. The primary functions of the Nomination Committee include, without limitation, reviewing the structure,
size and composition of the Board, assessing the independence of Independent Non-executive Directors and making
recommendations to the Board on matters relating to the appointment of Directors.
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Each of our executive Directors and Non-executive Directors has entered into a service contract with the Company for
a term of three years commencing on the Listing Date unless terminated by a three months’ notice in writing served by
either party on the other. Each of our Independent Non-executive Directors has entered into a letter of appointment with
the Company for a term of three years commencing on the Listing Date unless terminated by a three months’ notice in
writing served by either party on the other. The term of these service contracts and the letters of appointment may be
renewed in accordance with the Articles of Association and the applicable Listing Rules.

In accordance with the Articles of Association, all of the Directors are subject to retirement by rotation at least once
every three years and the Board has power from time to time and at any time to appoint any new Director to fill a casual
vacancy or as an addition to the Board. Any Director so appointed shall hold office until the first general meeting of the
Company after his/her appointment and shall then be eligible for re-election at that meeting.

INDUCTION AND CONTINUOUS PROFESSIONAL DEVELOPMENT OF DIRECTORS

Directors shall keep abreast of regulatory developments and changes in order to effectively perform their responsibilities
and to ensure that they remain informed and relevant for their contribution to the Board.

Each newly appointed Director has received formal and comprehensive induction on the first occasion of his/her
appointment to ensure appropriate understanding of the business and operations of the Company and full awareness
of directors’ responsibilities and obligations under the Listing Rules and relevant statutory requirements.

Directors should participate in appropriate continuous professional development to develop and refresh their knowledge
and skills. Internally-facilitated briefings for Directors would be arranged and reading material on relevant topics would
be provided to Directors where appropriate. All Directors are encouraged to attend relevant training courses at the
Company’s expenses.

Prior to the Listing, the Company organized training sessions conducted by the qualified legal advisers for all Directors.
The training sessions covered Directors’ duties and responsibilities. In addition, relevant reading materials covering
Directors’ duties and responsibilities, including the relevant Listing Rules and other relevant laws and regulations, have
been provided to the Directors for their reference and studying.

Up to the date of this annual report, all Directors had participated in continuous professional development in the following
manner in compliance with code provision C.1.4 of the Corporate Governance Code:

Name of Director Type of Training "o

Mr. HUANG Wei

Mr. YE Fuwei

Ms. ZHANG Jinghua

Mr. LIU Wei

Ms. XU Rui

Mr. FUNG Che Wai, Anthony
Mr. CHEN Shuo

Mr. WU Fei

>
Q0
>>w>>>> >

Note:
A: Attending trainings and/or seminars and/or conferences and/or forums and/or briefings.

B: Reading materials on various topics, including corporate governance matters, directors’ duties and responsibilities, Listing Rules
and other relevant laws.
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BOARD MEETINGS AND DIRECTORS’ ATTENDANCE RECORD

Code provision C.5.1 of the Corporate Governance Code prescribes that at least four regular Board meetings should be
held in each year at approximately quarterly intervals with active participation of majority of Directors, either in person
or through electronic means of communication.

As the Company was listed on the Stock Exchange on 9 November 2023, 1 Board meeting was held and no general
meeting was convened during the year ended 31 December 2023. All Directors attended the Board meeting.

BOARD PRACTICES AND CONDUCT OF MEETINGS

Annual meeting schedules and draft agenda of each meeting are normally made available to Directors in advance.

Notice of regular Board meetings is served to all Directors at least 14 days before the meeting. For other Board and
committee meetings, a reasonable notice is generally given. Board papers together with all appropriate, complete and
reliable information are sent to all Directors at least three days before each Board meeting or committee meeting to
enable them to make informed decisions.

The Board has reviewed and is satisfied with the implementation and effectiveness of the mechanism to ensure independent
views and input are available to the Board. All Directors have full and timely access to all relevant information and the
advice/services of the company secretary, with a view to ensure that Board procedures and all applicable laws and
regulations are properly followed. The Board and each Director also have separate and independent access to the senior
management where necessary. Each Director can seek independent professional advice in appropriate circumstances at
the Company’s expense, upon making request to the Board.

The relevant members of the senior management team attend all regular Board meetings and where necessary, other Board
and committee meetings, to advise on business developments, financial and accounting matters, statutory and regulatory
compliance, corporate governance and other major aspects of the Company. The company secretary is responsible for
taking and keeping minutes of all Board meetings and committee meetings. Draft minutes are normally circulated to
Directors for comments within a reasonable time after each meeting and final versions are open for Directors’ inspection.

The Articles of Association contain provisions requiring Directors to abstain from voting and not to be counted in the

guorum at meetings for approving transactions in which such Directors or any of their close associates is materially
interested, subject to the exceptions therein.
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CORPORATE GOVERNANCE FUNCTIONS

The Board confirmed that corporate governance is a collective responsibility of the Directors, whose corporate governance
functions include: (a) review and monitor the Company’s policies and practices in complying with legal and regulatory
requirements; (b) review and monitor the training and continuous professional development of the Directors and senior
management; (c) develop, review and monitor the code of conduct and compliance manual applicable to employees and
the Directors; (d) develop and review the Company’s corporate governance and practices, make recommendations and
report on related issues to the Board; (e) review the Company’s compliance with the corporate governance and disclosures
in the Corporate Governance Report; and (f) review and monitor the Company’s compliance with its whistleblowing policy.

BOARD COMMITTEES

The Board has established three committees, namely, the Audit Committee, Remuneration Committee and Nomination
Committee for overseeing particular aspects of the Company’s affairs. All Board committees are established with defined
written terms of reference which are available on the websites of the Stock Exchange and the Company. All or the
majority of the members of the Audit Committee, the Remuneration Committee, and the Nomination Committee are
Independent Non-executive Directors.

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

Audit Committee

The Company has established the Audit Committee with written terms of reference in compliance with Rule 3.21 of
the Listing Rules and paragraph D.3 of the Corporate Governance Code as set out in Appendix C1 to the Listing Rules.
The Audit Committee consists of Mr. Fung Che Wai, Anthony, Mr. Wu Fei and Mr. Chen Shuo, with Mr. Fung Che
Wai, Anthony serving as the chairman. Mr. Fung Che Wai, Anthony holds the appropriate professional qualifications
as required under Rules 3.10(2) and 3.21 of the Listing Rules. All members are Independent Non-executive Directors.

The primary duties of the Audit Committee include, but are not limited to, assisting the Board by providing an independent
view of the effectiveness of the financial reporting process, internal control and risk management systems of the Group,
overseeing the audit process, and performing other duties and responsibilities as assigned by the Board.

As the Company was listed on the Stock Exchange on 9 November 2023 and the Audit Committee was effective from the
same date, the Audit Committee did not hold any meeting or conduct any work during the year ended 31 December 2023.

The Board, as supported by the Audit Committee, as well as the report from management, reviewed the effectiveness

of the risk management and internal control systems of the Group, including the financial, operational and compliance
controls, and considered that such systems are effective and adequate.
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Remuneration Committee

The Company established the Remuneration Committee with written terms of reference in compliance with Rule 3.25
of the Listing Rules and paragraph E.1 of the Corporate Governance Code. The Remuneration Committee consists of
two Independent Non-executive Directors and one Executive Director, namely, Mr. Wu Fei, Mr. Fung Che Wai, Anthony
and Mr. Huang Wei with Mr. Wu Fei serving as the chairman.

The primary duties of the Remuneration Committee include, but are not limited to, the following: (i) making
recommendations to the Board on our policy and structure for all remuneration of Directors and senior management
and on the establishment of a formal and transparent procedure for developing policy on such remuneration; (ii)
determining, or making recommendations to the Board on, the remuneration packages of individual Directors and
senior management; (iii) reviewing and approving the management’s remuneration proposals with reference to the
Board’s corporate goals and objectives; (iv) considering salaries paid by comparable companies, time commitment and
responsibilities and employment conditions elsewhere in the Group; (v) reviewing and approving compensation payable
to executive Directors and senior management for any loss or termination of office or appointment to ensure that it is
consistent with contractual terms and is otherwise fair and not excessive; (vi) reviewing and approving compensation
arrangements relating to dismissal or removal of Directors for misconduct to ensure that they are consistent with the
contractual terms and that are otherwise reasonable and appropriate; (vii) ensuring that no Director or any of his/her
associates is involved in deciding his/her own remuneration; and (viii) reviewing and/or approving matters relating to
share schemes under Chapter 17 of the Listing Rules.

As the Company was listed on the Stock Exchange on 9 November 2023 and the Remuneration Committee was effective
from the same date, the Remuneration Committee did not hold any meeting or conduct any work during the year ended
31 December 2023.

Details of the aggregate remuneration (the remuneration package generally includes salary and year-end bonus, as well
as share incentive for our key management personnel) of the senior management (other than Directors) by bands for
the year ended 31 December 2023 is as follows:

Aggregate number
of employees

RMB4.6 million to RMB5.0 million 8

Nomination Committee

The Company has established the Nomination Committee with written terms of reference in compliance with paragraph
B.3 of the Corporate Governance Code. The Nomination Committee consists of two Independent Non-executive Directors
and one Executive Director, namely, Mr. Wu Fei, Mr. Chen Shuo and Mr. Huang Wei, with Mr. Huang Wei serving as
the chairman.
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The primary duties of the Nomination Committee include, but are not limited to (i) reviewing the structure, size and
composition of the Board at least annually and make recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy; (ii) formulating a policy of selection and nomination of directors and
the procedures for the sourcing of suitably qualified director for consideration of the Board and implement such plan
and procedures approved; (iii) identifying individuals suitably qualified to become Board members and select or make
recommendations to the Board on the selection of individuals nominated for directorships; (iv) assessing the independence
of independent non-executive directors of the Company; (v) reviewing and implementing, as appropriate, the nomination
policy setting out the criteria and procedures for the selection and nomination of candidates for appointment or re-
appointment as directors; (vi) making recommendations to the Board on the appointment or re-appointment of directors
and succession planning for directors, in particular, the chairman and the chief executive of the Company; (vii) reviewing
the board diversity policy, as appropriate, to ensure its effectiveness; and review the measurable objectives that the Board
has set for implementing the board diversity policy and the progress on achieving these objectives; and (viii) conforming
to and abide by any requirement, direction and regulation that may be prescribed by the Board or contained in the
constitutional documents of the Company or imposed by the Listing Rules or applicable laws.

As the Company was listed on the Stock Exchange on 9 November 2023 and the Nomination Committee was effective
from the same date, the Nomination Committee did not hold any meeting or conduct any work during the year ended
31 December 2023.

Director Nomination Policy

The Company has adopted a director nomination policy (the “Director Nomination Policy”) in accordance with the
Corporate Governance Code. The Director Nomination Policy sets out the selection criteria and procedure, and the review
of such policy in relation to nomination, appointment and election of Directors. The Director Nomination Policy aims to
ensure that the Board has a balance of skills, experience and diversity of perspectives appropriate to the requirements
of the Company’s business.

The Nomination Committee shall identify, consider and recommend to the Board appropriate candidates to serve as
Directors and to make recommendations to the Shareholders. The Director Nomination Policy sets out the non-exhaustive
factors in making nomination, including but not limited to:

o Qualifications: skills, knowledge and experience of the candidate in relation to the operations and corporate
strategies of the Group;

o Diversity: due regard to (i) the diversity perspectives set out in the Board Diversity Policy and, (i) any numerical
targets and timelines as required under the Listing Rules, and (iii) the balance of skills and experience in board

composition, in addition to the candidate’s merit and the objective criteria applied against the candidate;

o Commitment: devotion of sufficient time to attend board meeting and to participate in induction trainings and
other board associated activities;
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o Character: character, experience and integrity, and the ability to demonstrate a standard of competence
commensurate with the relevant position as a direct of the Company; and

o Independence: satisfaction of the independence criteria set out in Rule 3.13 of the Listing Rules if the candidate
is to be nominated as an independent non-executive director.

The Board also takes into consideration the benefits of a diversified Board when it selects candidates for the Board.

The Nomination Committee will recommend to the Board for the appointment of a Director in accordance with the
following procedures and process:

o the Nomination Committee will take appropriate measures to identify and evaluate a candidate if it determines
that an additional director or replacement director is required;

o the Nomination Committee may propose a candidate that is recommended or offered for nomination by a
Shareholder as a nominee for election to the Board; and

o the Nomination Committee may provide the Board with the candidate’s personal profit for its consideration when
making recommendation.

The Director Nomination Policy also sets out the procedures for the selection and appointment of Directors to fill a casual
vacancy(ies) and new Directors, and re-election of Directors at general meetings.

The Nomination Committee will review the Director Nomination Policy as appropriate from time to time, to ensure its
effectiveness.

DIVERSITY

Board Diversity

The Board has adopted a board diversity policy (the “Board Diversity Policy”) which sets out the approach to achieve
diversity on the Board. The Company recognizes and embraces the benefits of having a diverse Board and sees increasing
diversity at Board level as an essential element in supporting the attainment of the Company’s strategic objectives and
sustainable development. The Company seeks to achieve Board diversity through the consideration of a number of factors,
including but not limited to talents, skills, gender, age, cultural and educational background, ethnicity, professional
experience, independence, knowledge and length of service. We will continue to implement measures and steps to
promote and enhance gender diversity at all levels of the Company. We will select potential Board candidates based
on merit and his/her potential contribution to the Board while taking into account our Board Diversity Policy and other
factors. The Company will also take into consideration our own business model and specific needs from time to time.
All Board appointments will be based on meritocracy and candidates will be considered against objective criteria, having
due regard to the benefits of diversity on the Board.
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CORPORATE GOVERNANCE REPORT

During the year, the Company has achieved the following measurable objectives:

) at least one-third of the Board are holders of a Bachelor’s degree or above;

(2) at least one Director is a qualified accountant;

(3) at least one Director has relevant experience in automobile retail and operation industry; and

(4) at least one Director has relevant experience in finance.

Therefore, the Board is of the view that the Board satisfies the Board Diversity Policy.

The Nomination Committee is responsible for reviewing the diversity of the Board. The Nomination Committee will
continue to monitor and evaluate the implementation of the Board Diversity Policy from time to time to ensure its
continued effectiveness. The Board, as supported by the Nomination Committee, has reviewed and is satisfied with the

implementation and effectiveness of the Board Diversity Policy.

As at the date of this report, the Board’'s composition under diversified perspectives was summarized as follows:

Educational

Background Bachelor (3) Master (2) PhD (1)

Designation (3) NED (2) INED (3)
Gender Female (2)

Age Group 55-65 (1)
Length of

Working 30-40 (2)
Experience

Workforce Diversity

As at 31 December 2023, we had 1,152 full-time employees and the gender ratio of male and female in the workforce
(including senior management) is 816:336, which demonstrated gender diversity in our workforce. The Group expects
to maintain gender diversity in the workforce in the coming year, and will not emphasis in employing personnel of a
particular gender. Gender is neutral in our recruitment consideration as no position of any kind in the Group requires
any capability or skill that is regarded as performed better by one gender than another.
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DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL REPORTING IN RESPECT OF FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities for preparing the financial statements of the Company for the year
ended 31 December 2023.

The Board is responsible for overseeing the preparation of financial statements of the Company with a view to ensuring
that such financial statements give a true and fair view of the state of affairs of the Group and relevant statutory and
regulatory requirements and applicable accounting standards are complied with.

The Board has received from the senior management the management accounts and such accompanying explanation and
information as are necessary to enable the Board to make an informed assessment for approving the financial statements.

RISK MANAGEMENT

We are exposed to various risks, including operational risks and financial risks, for our operations, so risk management is
important for our business. We have designed and adopted a consolidated set of risk management policies in compliance
with Rule 3.21 of the Listing Rules, and the Corporate Governance Code which set out a risk management framework to
identify, assess, evaluate and monitor key risks associated with our strategic objectives on an on-going basis. The Audit
Committee, and ultimately the Board supervises the implementation of our risk management policies. Risks identified
by senior management will be analyzed on the basis of likelihood and impact, and will be properly followed up and
mitigated and rectified by the Company and reported to the Board.

Our senior management implements the risk management policies, strategies and plans set by the Board. Our senior
management is responsible for (i) formulating our risk management policy and reviewing major risk management issues
of the Company; (ii) providing guidance on our risk management approach to the relevant teams in the Company and
supervising the implementation of our risk management policy by the relevant departments; and (iii) reporting to the
Audit Committee on our material risks.

Each functional team in the Company, including the finance teams, monitors and evaluates the implementation of risk
management and internal control policies and procedures on a day-to-day basis. In order to formalize risk management
across the Company and set a common level of transparency and risk management performance, the relevant teams
will (i) gather information about the risks relating to their operation or function; (i) conduct risk assessments, which
include the identification, prioritization, measurement and categorization of all key risks that could potentially affect their
objectives; (iii) prepare a risk management report bi-annually for our chief executive officer’s review; (iv) continuously
monitor the key risks relating to their operation or function; (v) implement appropriate risk responses where necessary;
and (vi) develop and maintain an appropriate mechanism to facilitate the application of our risk management framework.

With respect to urgent matters which arise between scheduled Board meetings, the company secretary may also seek
Board approval via telephone conference call or written Board consent. Before each Board meeting, an agenda is
prepared with input from Directors, as well as from senior management and other vice presidents. At Board meetings,
depending on the agenda, different team heads will gather information relating to their functions and report to the
Board on the relevant agenda items, as necessary. The company secretary attends all Board meetings to ensure that
there is no gap in communication between the two bodies. During Board meetings, the Board will on occasion further
review and/or analyze particular issue and report their findings at the next Board meeting. The Board believe that our
corporate structure provides an appropriate system of checks and balances to improve our risk management procedures.
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The Audit Committee also reviews and approves our risk management policy to ensure that it is consistent with our
corporate objectives, reviews and approves our corporate risk tolerance, monitors the most significant risks associated
with our business operation and our management’s handling of such risks, reviews our corporate risk in light of our
corporate risk tolerance, and monitors and ensures the appropriate application of our risk management framework
across the Company.

INTERNAL CONTROL AND RISK MANAGEMENT

As a finance lease service provider, we are exposed to a variety of risks, namely credit risk, operational risk, legal and
compliance risk, as well as the risks posed by climate change and extreme weather. We have developed a risk management
and internal control systems to address the risks we are subject to.

The Group has referred to the COSO (the Committee of Sponsoring Organizations of the Treadway Commission)
framework, and incorporated the Company’s business management characteristics in the design of its internal control
system. The risk management and internal control systems are designed to manage rather than eliminate the risk of failure
to achieve business objectives, and can only provide reasonable and not absolute assurance against material misstatement
or loss. The Board, as the main body responsible for risk management and internal control of the Company, have adopted
a series of internal control policies, procedures and programmes designed to provide reasonable assurance for achieving
objectives including effective and efficient operations, reliable financial reporting and compliance with applicable laws
and regulations. To maintain a high standard of corporate governance of the Group, the Company engaged an external
internal control adviser (the “Adviser”) to perform certain assessment procedures for the Group’s internal control and
risk management systems primarily to assist the Board and the management to assess the adequacy and effectiveness
of the Group’s internal control and risk management systems for the year ended 31 December 2023. The scope of the
review included the Group’s major control and risk management functions, such as financial control, operations control
and compliance control. The Adviser has reported to the Audit Committee and management the findings and areas
for improvement, which the same were then reported to the Board. The Company will continue to follow up on the
improvement measures suggested by the Adviser to ensure effective implementation of the measures. The Board and
Audit Committee are of the view that there were no material defects noted.

The Group regularly provides training to our Directors, senior management and employees with respect to our internal
control policies and the duties and responsibilities of directors and management of listed companies under the Listing
Rules and other applicable laws and regulations.

In addition, the Company has appointed Quam Capital Limited as our compliance adviser to advise on ongoing compliance
with the Listing Rules and other applicable securities laws and regulations in Hong Kong.

The Audit Committee is responsible for supervising our internal audit function. The Board, as supported by the Audit
Committee, as well as the report from management, reviewed the effectiveness of the risk management and internal
control systems of the Group, including the financial, operational and compliance controls, and considered that such
systems are effective and adequate. The Audit Committee will continue to review the effectiveness of the Group’s risk
management and internal control systems on an on-going basis and reports to the Board on, at least, an annual basis.

The Company adopts internal controls and reporting systems on handling and dissemination of inside information in
accordance with “Guidelines on Disclosure of Inside Information” issued by the SFC, which set out procedures in handling
inside information in a secure and proper manner as well as those aimed to avoid mishandling of inside information of
the Group.
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WHISTLEBLOWING AND ANTI-CORRUPTION POLICY

The Group believes that an integrity-driven corporate culture is the key to our continued success. We implement a bribery
prevention policy, prohibiting Directors, employees and agents from accepting benefits and providing benefits to business
partners. The policy also includes procedures for handling conflicts of interest and reporting. Whistleblowers who prevent
economic losses will be financially rewarded based on the potential economic loss had the incident gone undetected. The
Group also implements an anti-corruption policy, which further details all benefits that Directors, employees and agents
should not obtain from business partners, including pecuniary benefits, entertainment-related benefits, discounts. The
Group actively promotes the importance of anti-corruption awareness to all employees and encourages them to report
any incidents involving corruption or fraud. We will immediately investigate and take necessary and appropriate actions.
At the same time, we are committed to protecting the identity of whistleblowers to eliminate all acts that may harm
the interests of the Group and relevant stakeholders. The Group regularly monitors the effectiveness of the reporting
mechanism to ensure its smooth operation. For further details, please refer to the ESG Report in this annual report.

During the Reporting Period, the Group did not find any material violations of laws and regulations relating to the
prevention of bribery, extortion, fraud and money laundering, nor did it have any corruption cases concluded.

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix C3 of the Listing Rules as its own code of conduct
regarding securities transactions by the Directors and the relevant employees. Having made specific enquiry of all
Directors, all of them have confirmed that they have complied with the Model Code for the period from the Listing
Date to 31 December 2023.

AUDITOR’S REMUNERATION

An analysis of the remuneration paid/payable to the external auditor of the Company in respect of audit services and
non-audit services for the year ended 31 December 2023 is set out below:

Service Category Fees Paid/Payable

(RMB'000)
Audit Services—audit fee for 2023 2,038
Non-audit Services (Note) 50
Total 2,088

Note: Review of preliminary results announcement for the year ended 31 December 2023.

COMPANY SECRETARY

Mr. Wong Yuk was the Company Secretary of the Company for the year ended 31 December 2023 and has met the
qualification requirements of a company secretary under Rule 3.28 of the Listing Rules. With effect from 1 March 2024,
Mr. Wong Yuk retired as Company Secretary and Ms. Peng Liting was appointed as the Company Secretary of the
Company. For the biography of Mr. Wong Yuk and Ms. Peng Liting, please refer to the section headed “Directors and
Senior Management” in this annual report.

For the year ended 31 December 2023, Mr. Wong Yuk had complied with Rule 3.29 of the Listing Rules by taking no
less than 15 hours of relevant professional training.
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COMMUNICATION WITH SHAREHOLDERS AND INVESTORS

The Company has adopted a shareholders communication policy (the “Shareholders Communication Policy”) to ensure
that Shareholders’ views and concerns are appropriately addressed, which will be reviewed on a regular basis to ensure
its effectiveness. The Shareholders Communication Policy is available on the Company’s website for public access. The
Board reviewed the implementation and effectiveness of the Shareholders’” Communication Policy and considered that the
policy has been effective since the Listing Date and up to the date of this annual report after taking into consideration
factors such as the timeliness of information disclosure, number of information and meeting requests received and
responsiveness to enquiries from the Shareholders and investment community.

The general meetings of the Company provide a forum and an important channel for communication between the
Board and Shareholders. The chairman of the Board as well as chairmen of the Audit Committee, the Remuneration
Committee and the Nomination Committee, and or, in their absence, other members of the respective committees are
available to answer questions at the general meetings. The chairman of a meeting will provide the detailed procedures
for conducting a poll and answer any questions from the Shareholders on voting by poll.

To promote effective communication, the Company maintains a website at https://www.xxfqc.com, where up-to-date
information and updates on the Company’s business operations and developments, financial information, corporate
governance practices and other information are available for public access.

SHAREHOLDERS’ RIGHTS

To safeguard shareholder interests and rights, a separate resolution is proposed for each substantially separate issue at
general meetings, including the re-election of individual Directors. All resolutions put forward at general meetings will
be voted on by poll pursuant to the Listing Rules and poll results will be posted on the websites of the Company and of
the Stock Exchange after each general meeting pursuant to the Listing Rules.

Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board, Shareholders may send written enquiries to the Company. The Company
will not normally deal with verbal or anonymous enquiries.

Convening an Extraordinary General Meeting

Pursuant to Article 58 of the Articles of Association, an extraordinary general meeting shall be convened upon any one
or more member(s) holding at the date of deposit of the requisition not less than one-tenth of the paid up capital of the
Company carrying the right of voting at general meetings of the Company, on a one vote per share basis, by written
requisition to the Board or the Secretary of the Company, to require an extraordinary general meeting to be called by
the Board for the transaction of any business or resolution specified in such requisition.

Putting Forward Proposals at General Meeting

There is no single provision in the Articles of Association or the Cayman Islands Companies Law for Shareholders to put
forward proposals at general meetings. Shareholders who wish to propose a resolution may request the Company to
convene a general meeting in accordance with the procedures set out in the preceding paragraph.
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Contact Details

Shareholders may send their enquiries or requests as mentioned above to the following:

Address: Building 3, Fuxing Economic Development Zone (Fuzhou Software Park Jin ‘an Branch) No. 318 Fuguang
Road Jin“an District Fuzhou, Fujian Province PRC

Email: pengliting2@xxfqgc.com
For the avoidance of doubt, Shareholder(s) must deposit and send the original duly signed written requisition, notice

or statement, or enquiry (as the case may be) to the above address and provide their full name, contact details and
identification in order to give effect thereto. Shareholders’ information may be disclosed as required by law.

CONSTITUTIONAL DOCUMENTS

From the Listing Date to the date of this report, no change has been made to the Articles of Association. The latest
version of the Articles of Association is available on the websites of the Stock Exchange (https://www.hkexnews.hk) and
the Company (https://www.xxfgc.com).

On behalf of the Board

Mr. HUANG Wei
Chairman of the Board, Chief Executive Officer and Executive Director
Hong Kong, 26 March 2024
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ABOUT THE GROUP

XXF Group Holdings Limited (the “Company”) and its subsidiaries (the “Group” or “we") are an established automobile
retailer providing automobile finance lease service primarily through our self-operated sales outlets in the PRC.

Our Group's principal businesses comprise: (i) automobile retail and finance; and (ii) offer automobile operating lease
service and promote our business-end customers’ insurance service and automobile after-market service to our car-user
customers.

ABOUT THE ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

This Environmental, Social and Governance Report (the “ESG Report”) summarises the practices, plans and performance
of the Group in environmental, social and governance (“ESG") aspects and demonstrates its commitment to sustainable
development.

REPORTING PERIOD

Unless otherwise specified, the ESG Report covers the ESG-related activities, challenges and initiatives taken by the Group
for the year ended 31 December 2023 (the “Reporting Period” or “2023").

REPORTING SCOPE

The reporting scope is consistent with the annual report and is determined based on the materiality and revenue
contribution of the business segments under the Group’s direct operational control. The ESG Report covers the overall
performance, risks, strategies, measures and commitment in five areas, namely, corporate governance, environmental
protection, employment practice, operating practice and community investment of the Group’s major subsidiaries in the
People’s Republic of China (the “PRC" or “China”). ESG key performance indicators (“KPIs"”) data are obtained from
these operations. We will continue to expand the scope of disclosure in the future when the data collection system of
the Group is more refined and the sustainable development work is enhanced.
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REPORTING FRAMEWORK

The ESG Report has been prepared in accordance with the Environmental, Social and Governance Reporting Guide
(the "ESG Reporting Guide”) as set out in Appendix C2 of the Rules Governing the Listing of Securities (the “Listing
Rules”) on the The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). Information relating to the Group'’s
corporate governance practices can be found in the Corporate Governance Report of the annual report.

During the preparation for this ESG Report, the Group has applied the reporting principles in the ESG Reporting Guide
as follow:

Materiality: Materiality assessment was conducted to identify material issues during the Reporting Period, thereby
adopting the confirmed material issues as the focus for the preparation of the ESG Report. The materiality of issues was
reviewed and confirmed by the Board of Directors (the “Board”) and ESG task force team (“Task Force Team”). For
further details, please refer to the sections headed “Stakeholder Engagement” and “Materiality Assessment”.

Quantitative: The standards, methodologies and applicable assumptions used in the calculation of KPIs data were
supplemented by explanatory notes.

Consistency: Unless otherwise stated, the preparation approach of this ESG Report is consistent with the relevant

information set out in the Prospectus for comparison. If there are any changes in the scope of disclosure and calculation
methodologies that may affect comparison with previous reports, explanations will be provided to the corresponding data.
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CHAIRMAN'S STATEMENT
Dear Valued Stakeholders,

On behalf of the Board, | am pleased to present the ESG Report of the Group, which demonstrates our growing
commitment to improving our ESG performance in five aspects, including corporate governance, environmental protection,
employment practice, operating practice and community investment.

The Group believes that sustainable development is vital to the earth and contributes to the long-term prosperity and
development of the Group's business. Therefore, the Group continuously improves its governance structure to effectively
manage matters relating to the environmental, social and governance (“ESG"). The Board must assess the potential impact
of ESG issues on the overall strategy of the Group, set out corresponding ESG management approach and strategy, and
supervise the Group's performance on ESG issues. Detailed information about the Group’s ESG governance structure is
available in the section headed “ESG Governance Structure”.

In order to identify and consider ESG issues that have significant impact on the Group’s operation and stakeholders, we
actively interact and collaborate with internal and external interested parties. The Board has set up a task force team and
engaged an independent third party to conduct materiality assessment. Details of the channels for interested parties’
participation and materiality assessments performed are set out in the “Stakeholder Engagement” and “Materiality
Assessment” sections, respectively. For better understanding the expectations of stakeholders regarding the Group’s
sustainable development, the Group will further communicate with interested parties and formulate relevant policies
and measures with reference to their opinions, in order to enhance the Group’ s ESG performance.

As a corporate upholding its social responsibility, the Group recognizes the importance of reducing environmental impact.
The Group has established quantifiable environmental targets, with a view to fulfil its commitment to the society and to
provide the interested parties with a better understanding of the Group’s continuous improvement in ESG. Such targets
including energy conservation, emission reduction and waste management are designed to enhance corporate reputation
in response to the state’s vision of carbon neutrality. To achieve these targets, the Group actively applies the principles
of sustainable development to its operation and takes corresponding measures. In order to ensure the effectiveness of
these measures, the Board has delegated a task force team to gather statistics related to ESG, follow up and review the
Group's performance as well as assess the Group’s progress towards achieving its targets. An extracted summary of the
progress is set out in the “"Environmental Targets” section.

At last, on behalf of the Board and management of the Group, | would like to express my sincere gratitude to our valued
stakeholders for their consistent support, and thank our staff for their valuable contribution to the development of the
Group. Looking forward, the Group will continue to incorporate the philosophy of ESG into its business strategies and
management systems, and operate with a sense of responsibility and sustainability to create sustainable value for its
shareholders and promote sustainable development in the future.

Huang Wei
Chairman of the Board, Chief Executive Officer and Executive Director
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ESG GOVERNANCE STRUCTURE

The Group has put in place ESG governance structure to ensure that ESG governance aligns with our business strategies in
terms of sustainable development and integrated ESG management into business operations and decision-making process.

Our Board has overall responsibility for our Group’s sustainability strategy and reporting, and we oversee sustainability
issues related to our Group’s operations, which include legal compliance, anti-corruption measures, supply chain, product
quality assurance, human resources, and employee development. Our Board has engaged an Independent Third Party to
assess our Group's performance regarding environmental protection, climate change, as well as social and governance
issues to give independent advice. However, our Directors will also closely follows and monitors the latest requirements
regarding ESG disclosure and regulatory compliance.

With respect to the management of ESG issues, our Group has adopted the Environmental, Social and Governance
Management Procedure to manage ESG risks and to establish an internal control system, which adopts 1ISO14001 to
manage, monitor and improve its environmental performance. Furthermore, the internal control system also gives
guidance on remedial actions which could be taken by the Group in response to ESG incidents with reference to relevant
laws and regulations.

In order to systematically manage ESG issues under the authority of the Board, our Group has set up a task force team,
consisting of a representative from the human resources department as the team head, representatives from the risk
management department and finance leasing services department of our Group as team members, and representatives
from subsidiaries of our Group as supporting staff and coordinators. The ESG task force team shall be handling all ESG
issues that arise in our Group’s operations and report to our Board directly. In addition to the above-mentioned ESG
aspects, the ESG task force team shall also be responsible for ESG climate risk discussions and ensuring that effective
climate risk management is in place. The ESG task force team shall set ESG and climate goals for our Board's consideration
at the beginning of each financial year, during which it shall also review our Group’s progress in achieving the goals of
the preceding financial year. Additionally, the ESG task force team shall convene meetings twice a year to bring ESG
concerns to our Board’s attention, as well as offer to our Board recommendations and solutions that can be applied
in our Group. Since its establishment, the ESG task force team had convened two meetings to discuss, among others,
strategies in relation to reducing various kinds of resource consumption and climate-related risks.

During the Reporting Period, the Group has determined appropriate and effective management policies and monitoring

systems in response to environmental, social and corporate governance (ESG) matters and confirmed that the disclosures
were in compliance with the ESG reporting guidelines.
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STAKEHOLDER ENGAGEMENT

As a corporate with full sense of responsibility, the Group attaches great importance to exchanges with stakeholders and
their feedback on our business and ESG matters in the course of developing business and enhancing profitability. We seek
to balance the interests of all parties and facilitate the sustainable development. Thus, stakeholder engagement is critical
to our continuous improvement of sustainable development performance. In order to fully understand, respond to and
address core concerns of various stakeholders, we maintain close communication with our major stakeholders, including
but not limited to investors and shareholders, customers, suppliers, employees, society and the public, governments and
regulators. We are committed to working with respective stakeholder to improve our Group's ESG performance and to
continuously bring greater value for more communities.

We integrate the stakeholder expectations into our operations and ESG strategies by applying diversified approaches of
collaboration and communication channels as described in the table below.

Stakeholders Communication Channels Expectations
Investors and shareholders e Annual general meeting and other e Corporate transparency
shareholders’ meetings e Financial results
e Annual and interim reports e Improvement of risk management
e Investor relations activities and internal control
e Announcements and circulars e Environmental, social and

governance issues

Customers e Customer service hotline and email e Quality after-sales service
e Company Weibo, WeChat and QQ e Customer privacy protection
public account e Safe and convenient driving
e Company website experience
e In-webpage online customer service
system
Suppliers e Teleconference e Responsible supply chain
e Email management
e WeChat, QQ and other e Business ethics and reputation
communication tools e Fair and open competition
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Stakeholders

Communication Channels

Expectations

Employees

Social and public

Government and regulatory bodies

XXF Group Holdings Limited

Training and seminars

Regular performance assessment
Employee suggestion box
Malpractice reporting Email
Internal announcements and
communications

Company website — news center
Environmental, social and
governance report

Company Weibo and WeChat public
account

Email

Teleconference
Interview

Training and seminars

Career development
Competitive remuneration and
benefits

Equal promotion opportunities
Healthy and sound working
environment

Green operation

Providing employment opportunities
Supporting public welfare
undertakings

Open and transparent information

Compliance with laws and
regulations
Corporate governance



MATERIALITY ASSESSMENT

We conduct annual materiality assessment with systematic approaches so as to better understand the views and
expectations of the stakeholders towards our Group’s ESG performance. With reference to the Group’s business
development strategies and industry practices, we have determined a list of significant ESG topics covering five major
aspects: corporate governance, environmental protection, employment practice, operational norms and community
investment. According to such list, we have prepared a questionnaire and invited relevant stakeholders to rate based on
the importance of ESG issues and their impact on the economy, environment and society. Upon analyzing the results of
the questionnaire, we have compiled a materiality matrix. The materiality matrix and identified significant issues will be
subject to review and confirmation by the Board as well as the work force team and disclosed in this ESG Report. The
materiality matrix of the Group for the Reporting Period is as follows:

Materiality Matrix

High
o Anti-corruption and
Customer Communication Anti-fraud
Training
Management Improving
Prevention of Money Safety Awareness
Laundering

Customer Privacy

Protection ) )
Prevention of Child

Employment
oo Supply Chain Management cti [t Lalsour

Advertising and Labelling Waste Management

Emissions Control and
Climate Change Adaptation

Use of Resources

Impact on Assessment and Decision-making of Stakeholders

Community Investment

Low Significant Impact on Economy, Environment and Society High

CONTACT US

The Group welcomes its stakeholders to offer their advice and recommendation. You may express your valuable suggestion
with respect to this ESG Report and the Group’s performance on sustainable development through following methods:

Address: Building 3, Fuxing Economic Development Zone (Fuzhou Software Park Jin’an Branch), No. 318 Fuguang Road,

Jinan District, Fuzhou, Fujian Province, PRC
Telephone: (86) 0591-22680000
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ENVIRONMENT

Environmental Targets

In order to ensure the effective implementation of sustainability business model, the Group has set multiple
environmental targets based on its development direction and strategic approach, and closely monitored and
regularly reviewed the progress in achieving the targets. The statistics are set out in the following sections. The
Group intends to achieve the following targets:

Level Target Progress
Direct emission (including In marking 2023 as the base year, the intensity of Ongoing
greenhouse gas emission from greenhouse gas emission shall be decreased by 10% as
vehicles) compared to 2023 by the year ended 31 December

2033 (”2033").

Indirect emission (including In marking 2023 as the base year, the intensity of Ongoing
greenhouse gas emission greenhouse gas emission shall be decreased by 10% as
arising from the consumption of ~ compared to 2023 by 2033.
purchased electricity)

Purchased electricity We shall formulate management system for energy Ongoing
conservation and environmental protection, and
advocate for green office. In marking 2023 as the
base year, the volume of purchased electricity shall be
decreased by 10% as compared to 2023 by 2033.

Fresh water consumption From 2025 onwards, we shall conduct at least one Ongoing
water conservation campaign each year to enhance our
employees’ awareness of water conservation. In
marking 2023 as the base year, the volume of fresh
water consumption shall be decreased by 10% as
compared to 2023 by 2033.

Waste reduction Waste classification shall be implemented throughout the Ongoing
office buildings and self-operated sales outlets by
2025. In marking 2023 as the base year, the volume of
waste paper shall be decreased by 10% as compared
to 2023 by 2033.
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A1l.

Emission

The Group is aware of the going concern among public and investors regarding environmental protection
and corporate social commitment, therefore, we have always attached great importance to environmental
management and are committed to environmental protection in order to duly fulfill the social obligations.

While our Group is an automobile finance lease and operating lease service provider, our Group is not
responsible for any fuel used by our customers. Our Group does not operate any staff canteens. Non-
hazardous waste generated by our Group primarily consists of daily waste from our Group's offices and
sales outlets operations, which has been deemed insignificant and thus is not recorded. Further, while the
operations of our Group have not generated any significant amount of hazardous waste, our Group has
nonetheless adopted internal policies with respect to handling hazardous waste.

In terms of the Group’s commercial operations in Mainland China, we have formulated relevant environmental
protection management systems and procedures to regulate waste gas emission, greenhouse gas and non-
hazardous waste, so as to contribute to environmental protection and realize sustainable development.

The Group regularly keeps track of the latest national and regional laws and regulations on environmental
protection and, based on these, focusing on enhancement of environmental protection measures in order
to comply with the relevant laws and regulations of the local government and to implement environmental
policies. The regulations that the Group strictly complies with include the Environmental Protection Law of
the People’s Republic of China in Mainland China and other laws and regulations relating to environmental
protection in Mainland China.

During the reporting period, the Group did not have any material events that violates relevant local
environmental laws and regulations due to the waste gas emission, greenhouse gas emission and discharge
of wastewater, hazardous and non-hazardous waste.

Waste Gas Emission

The Group's waste gas emissions are mainly derived from the gasoline consumed by the Group’s motor
vehicles from transportation. In order to minimize the emissions, the Group actively adopts the following
emission reduction measures:

o regular maintenance and repair of vehicles to prevent them from emitting excessive emissions due
to reasons such as broken parts; and

o To phase out substandard cargo vehicles in accordance with the requirements of the regional
emission policies.
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The performance of the Group’s waste gas emission is summarized as follows:

Type of waste gas? Unit 2023
NOX Kg 0.77
SOx Kg 0.10
PM Kg 0.06
Notes:

For the year ended 31 December 2023, the total revenue of the Group amounted to approximately RMB1,304.3
million. This information will also be used to calculate other density information.

The exhaust gas emission is calculated with reference to the Environmental, Social and Governance Report =
Appendix II: Guidance on Reporting of Environmental Key Performance Indicators issued by the Stock Exchange.

Greenhouse Gas Emissions

The Group’s greenhouse gas (GHG) emissions are mainly from direct GHG emissions from vehicles (Scope
1), energy indirect GHG emissions from purchased electricity consumption (Scope 2) and other indirect
upstream and downstream emissions that occur outside the Group, including methane gas generation at
landfills due to disposal of paper waste, greenhouse gas emissions due to electricity used for processing
fresh water and sewage by third party handlers, and greenhouse gas emissions from employees’ business
travel (Scope 3). In line with the national strategy of overall GHG emissions reduction to achieve the
sustainable development goal of energy conservation and carbon reduction, the Group actively enhances
its image by reducing energy consumption to minimize GHG emissions. For the above emission sources,
we actively take the following emission reduction measures:

Adopting emission reduction measures on vehicles. The relevant measures are described in the
section headed “Air Emissions” in this Aspect;

Implementing energy saving control. The relevant measures are described in the section headed
“Energy Management” in Aspect A2;

Reducing the frequency of business trips by using electronic communication methods such as video
conferencing and WeChat meetings; and

Posting notices and posters with environmental information at prominent places in the office to
promote the best practice of environmental management, and raise employees’ awareness of
environmental protection.
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The Group's performance of GHG emissions is summarized as below :

Indicator? Unit 2023
Scope 1 — Direct GHG emissions
e Fuel consumption of vehicles tCO,e 18.23

Scope 2 — Energy indirect
GHG emissions
e Purchased electricity tCO,e 993.76

Scope 3 — Other indirect
GHG emissions

e Business travel tCO,e 102.12
Total GHG emissions tCOze

(Scope 1, 2 and 3) 1,114.11
Total GHG emissions intensity tCO,e per million RMB revenue 0.08
Note -
3. GHG emissions data is presented in terms of carbon dioxide equivalent and is based on, but not limited to the

Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standards issued by the World Resources
Institute and the World Business Council for Sustainable Development, the Circular on the Management of
Greenhouse Gas Emissions Reporting by Enterprises in the Power Generation Sector for the Period 20232025
issued by Ministry of Ecology and Environment of the People’s Republic of China, the Global Warning Potential
Values from the Fifth Assessment Report issued by the Intergovernmental Panel on Climate Change, How to
Prepare an ESG Report—Appendix 2: Reporting Guidance on Environmental Key Performance Indicators issued
by the Hong Kong Stock Exchange and the “Sustainability Report 2022" released by HK Electric Investments
Limited.

Sewage Discharge

Given its business nature, the Group does not generate any industrial wastewater in the operation, and
only generate domestic sewage. The Group's water supply and discharge are solely controlled by the
management body of the office building, thus it is not feasible to provide water use and discharge data
or sub-meter. Therefore, the Group cannot provide statistical information on water use and discharge.
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Waste Management
The Group fulfills the “3R" (i.e. Reduce, Reuse and Recycle) environmental protection principles in the
use of resources.

o Implement a number of electronic or automated internal administrative procedures, such as replacing
paper-based approval process by office automation system to reduce paper consumption; Publish
notices or brochures in electronic version and upload the files to the Group’s intranet or the internet
for public view;

o Print corporate publications, including the annual report, interim report and quarterly report only
when necessary;

o Encourage our shareholders to access the Group’s corporate communications via electronic means,
which not only saves paper but also provides the most timely, convenient and effective means of
communicating with shareholders;

o Encourage staff to print draft in narrow spacing and small font, which not only saves ink and
electricity, but also achieves the effect of saving paper;

o Encourage the practice of printing or copying on both sides and setting the default output of the
office copier as black and white and duplex; and

o Place recycling bins next to the copiers to collect used paper on one side for reuse, such as being
used for copying or cutting into sticky note paper.

The Group strictly adheres to the principles of waste management and is committed to properly regulating
and disposing of waste generated from business activities. The Group maintains high standards in waste
reduction, educates employees on the necessity of sustainable development, and provides relevant support
to enhance their skills and knowledge in the field of sustainable development.

Hazardous Wastes

Given its business nature, the Group does not generate any significant amount of hazardous wastes during
daily operation, and has adopted internal policies with respect to handling hazardous waste. Nevertheless,
we are devoted to waste reduction. If any hazardous waste is generated, the Group must appoint a qualified
chemical waste collector to handle such waste to comply with relevant environmental laws and regulations.
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Non-hazardous Wastes

The Group does not operate any staff canteens. Non-hazardous waste generated by the Group primarily
consists of daily waste from the Group’s offices and sales outlets operations. The Group not only requires
employees to properly dispose of them and encourages employees to classify and place them before disposal,
but also arranges personnel to handle them in a unified manner, which has been deemed insignificant
and thus is not recorded. With regard to paper consumption in the office, we have implemented the
following measures:

o Avoid printing and copying documents;

o Encourage to recycle used paper,

o Encourage to print or copy on both sides; and

o Actively adopt electronic documents and establish electronic workflow;

With effective control of paper consumption, the Group’s performance of non-hazardous waste discharge
is summarized as follows:

Type of wastes Unit 2023

Total non-hazardous wastes
e Paper kg 6,855.6
Total non-hazardous wastes intensity kg per million RMB revenue 5.26
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A2. Use of Resources

The Group strives to conserve resources in its business activities, including the consumption of energy,
water and paper in the course of business, in order to stabilize the consumption level of energy and paper.
We endeavor to reduce the use of resources by adopting various environmental protection schemes and
promoting environmental awareness among employees, with the aim of promoting shift in their habits.

During the reporting period, the Group has established appropriate and effective management policies and
monitoring systems to deal with ESG matters, and confirmed that the disclosures meet the requirements
of ESG reporting guidelines.

Energy Management

In daily operation, the major sources of the Group’s energy consumption are electricity consumed in
office and petrol consumed by vehicles. To uphold the Group’s commitment to energy conservation and
consumption reduction, the Group has formulated a system to promote the green office culture aiming
to save electricity and use electricity effectively. Relevant measures are listed below:

o Use energy-efficient lights and electrical appliances in office workplace;

o Light up the corridor at intervals instead of fully on;

o Cut off the power supply of electrical equipment and electrical appliances that are not in use;

o Timely shut down computers that are idle or not in use within two hours, so as to ensure that

“computers are shut down and powered off when left”;
o Turn off some lights and air conditioners during lunch hours and non-office hours;

o Maintain and clean the computers frequently, and pay attention to dust and moisture prevention
to reduce power consumption;

o Purchase energy-efficient office equipment;

o Turn off water dispensers, computers, printers, air conditioners and other electrical equipment after
work, and unplug and disconnect the power supply; and

o Enable the “Standby” or “Sleep” mode of personal computers.
The Group reviews the effectiveness of the above measures on a regular basis and makes necessary

adjustments according to our operation to improve the efficiency of resource utilization. With these energy
saving measures, the awareness of employees on energy saving has been increased.
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The Group's performance of energy consumption is summarized below:

Types of energy Unit 2023

Direct energy consumption*

Petrol MWh 66.43
Indirect energy consumption
Purchased electricity MWh 1,742.52
Total energy consumption MWh 1,808.95
Total energy consumption

intensity MWh per million RMB revenue 1.39
Note:
4. The unit conversion method of energy consumption data is formulated based on the “Energy Statistics Manual”

issued by the International Energy Agency.

Water Management

The Group’s water usage mainly come from domestic water for office areas and self-operated sales outlets.
In view of the geographical location in which the Group operates, the Group has no problem in obtaining
suitable water sources.

The Group attaches utmost importance to the protection of water resources, follows the principle of water
conservation, and continuously strengthens water management to avoid waste of water resources. The
water conservation measures include:

o Purchase energy-efficient office equipment and extend the air-conditioner drainage pipe into a
bucket, which can receive a liter of water in 2 hours. The collected water can be used to water
flowers and mop floors;

o Flush toilets with high or low water flow rate depending on the amount of water needed to flush
sewage; and
o Replace faucets that are dripping and leaking in time to reduce waste.

In order to reduce water consumption, the Group posts posters or promotional materials at prominent
places in the offices to promote water conservation.
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The Group’s water consumption is summarized below:

Water consumption Unit 2023
Total water consumption m? 15,253
Total water consumption intensity m?* per million RMB revenue 11.69

Use of Packaging Materials
Owing to its business nature, the Group does not have physical products for sale. Thus, the Group’s
business does not involve the use of packaging materials.

A3. The Environment and Natural Resources

Despite that the Group’s major operations has no significant impact on the environment and natural
resources, we, as a responsible corporate, are committed to minimizing such negative impact of our business
on the environment. We assess the environmental risks of our business and formulate corresponding
environmental policies and measures, hoping to contribute to environmental protection. In addition to
adhering to environmental regulations and international standards, we also incorporate the concept of
environmental and natural resources protection into our internal management and daily operational
activities to achieve the goal of sustainable environmental development.

Raising Environmental Awareness

We are deeply convinced that besides strictly requiring our employees to carry out internal environmental
measures formulated by the Group, we also need to proactively improve the environmental awareness
of our employees so as to effectively improve our environmental protection standard. As such the Group
regularly reviews its own code of conduct, issues environmental guidelines and tips to employees and shares
green office and other relevant environmental information. We will also consider participating in more
feasible and appropriate activities with a view to assisting our employees in enhancing their recognition
over environment and natural resources.

Indoor Air Quality

Extreme weather events brought about by climate change pose multiple physical risks to our business.
Unstable weather conditions may not only have the potential of causing damage to the Group’s sales
outlets, offices and inventories, but may also disrupt logistics and lead to delays in the transportation
of automobiles from suppliers, potentially causing financial losses to the Group. As such, the Group has
formulated a number of strategies to mitigate damages from these identified physical risks, including buying
wading insurance for our inventories, setting guidelines to exempt employees from commuting to their
workplaces under unstable weather, and incorporating parts of the automobile purchasing procedures
into our online website and various APPs.
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A4,

Climate Change

With the escalating risks and challenges brought by climate change to the global economy, it could have
a negative impact on the Group and the entire automotive industry. As such, the Group understands the
significance of identifying and mitigating any material impact of climate change. In accordance with the
recommendation of the Task Force on Climate related Financial Disclosures (“TCFD") established by Financial
Stability Board, the management of the Group is committed to identifying the risks and opportunities from
climate change for our business operations. Based on the assessment results, the Group has incorporated
climate risks into the corporate risk management process to manage and review climate related risks and
seize relevant opportunities. With reference to the risk categorization by TCFD, the climate-related risks
identified by the Group can be divided into two categories: physical risks and transition risks, and the
corresponding management measures will also be explained below:

Physical Risks

Extreme weather events brought about by climate change pose multiple physical risks to our business.
Unstable weather conditions may not only have the potential of causing damage to the Group’s sales
outlets, offices and inventories, but may also disrupt logistics and lead to delays in the transportation
of automobiles from suppliers, potentially causing financial losses to the Group. As such, the Group has
formulated a number of strategies to mitigate damages from these identified physical risks, including buying
wading insurance for our inventories, setting guidelines to exempt employees from commuting to their
workplaces under unstable weather, and incorporating parts of the automobile purchasing procedures
into our online website and various APPs.

Transition Risks

In terms of transition risks, based on the Group’s assessment of the potential shift in the market sentiment
towards more environmentally friendly products, transition towards a low-carbon economy and relevant
changes in laws and regulations, we believe that we may suffer financial loss if customers associate
automobiles with air pollution and forego purchasing automobile products or if the operation of fossil
fuel-consuming automobiles is prohibited. In order to mitigate damages from these identified transition
risks, the Group have formulated a number of strategies, such as to enhance the use of cleaner energy
with the aim of lowering the reputation risk and the financial risk from changes in market preference, to
expand our line-up of new energy vehicles through further procurement to our customers in the future and
to carry out extensive advertising campaigns and promotions as part of the Group’s efforts of branding
as a company with dedicated efforts to becoming environmentally friendly.

Moreover, the Stock Exchange also requires listed companies to enhance climate-related disclosures in
their ESG reports, which may result in increased compliance costs. Failure to meet the climate change
compliance requirements may expose the Group to risks of claims and lawsuits. Corporate reputation
may also decline. The Group will regularly monitor existing and emerging climate-related trends, policies
and regulations to avoid being exposed to reputational risks due to slow response. In addition, to reduce
the Group’s impact on the environment and to comply with the requirements of the Stock Exchange,
the Group has set targets to reduce energy consumption and greenhouse gas emissions. The Group will
continue to assess the effectiveness of the Group’s actions to address climate change and enhance its
resilience against climate-related issues.

Notwithstanding the above-mentioned risks, the Group also endeavours to capture these opportunities
which may be brought about by the aforementioned changes. In addition to our plans to offer additional
electric vehicle for lease or purchase beyond its current line-up, the Group had been operating a new
energy car sharing business in several cities in the Fujian Province of the PRC through our Go Ziyou APP
since early 2018. While the new energy car sharing business operation had been suspended in July 2022,
the Group has begun transferring the new energy vehicles to our automobile retail and finance lease
business for better resource allocation and utilization. In 2022, our new energy car-sharing automobiles
had been disposed of or transferred to our automobile retail and finance business.
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B. SOCIETY

B1.

Employment

The Group firmly believes that human resources are the Group’s most valuable assets and the core of
competitive advantages, and also the foundation for the Company’s sustainable development. Therefore,
we are committed to improving the employment system to attract, train and retain employees, adhere to
the people-oriented governance principle, and formulate employee manuals to standardize employment
policies and codes, so as to ensure employees to clearly understand their rights and responsibilities, and
respect and protect the legitimate rights and interests of each employee. By building a harmonious and
warm working atmosphere, the Group makes every employee feel our care and attention.

The Group has complied with all laws and regulations relating to remuneration and dismissal, recruitment
and promotion, working hours, holidays, equal opportunities, diversity, anti-discrimination and other
benefits, including but not limited to the Employment Ordinance in Hong Kong, the Labor Law of the PRC
and the Labor Contract Law of the PRC. During the reporting period, the Group did not find any material
violation of relevant local employment laws and regulations.

As at 31 December 2023, the Group had 1,152 full-time employees, which are categorized as follows:

Number of
Indicators employees %
By Gender
Male 816 70.8
Female 336 29.2
By Age
<31 812 70.5
31-39 271 23.5
40-49 57 4.9
50-59 10 0.9
>59 2 0.2
By employment category
Administrative personnel 406 35.2
Others 746 64.8
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Recruitment, promotion, compensation and dismissal

We attach great importance to talents and regard employees as the most precious and core asset. We
always adhere to the fair, just and open principle in equal employment, recruit outstanding talents, provide
sufficient talent reserves for various businesses, and enhance business competitiveness. According to
employees’ work scope, qualifications, behavior, performance and market conditions, we conduct employee
evaluation to determine their salary, benefits and promotion opportunities. We ensure that employees are
treated fairly, and prevent discrimination due to gender, ethnic background, religion, age, marital and
family status, disability or any other reasons.

According to relevant laws and regulations, we clearly list the salary and benefits enjoyed by employees
in the Employee Handbook. In addition to the basic salary, we also provide employee benefits and rights,
including but not limited to mandatory provident fund, social insurance, directors and senior management
liability insurance, medical benefits, statutory annual leave and extra annual leave, sick leave, parental leave,
various allowances and severance pay. For employees in mainland China, we provide five social insurances
and one housing fund according to law, namely endowment insurance, medical insurance, unemployment
insurance, employment injury insurance, maternity insurance, and housing provident fund, so as to ensure
employees enjoy social insurance benefits. In addition, we abide by the relevant employment regulations
and guidelines. When it is necessary to dismiss employees, we will follow the procedures and provide the
dismissed employees reasonable compensation. The terms related to dismissal have been clearly listed in
the employment contract.

During the reporting period, the Group had an employee turnover rate® of about 67.3%, which is
categorized as follows:

Turnover rate®

Indicator 2023

By Gender

Male 90.6%

Female 39.8%

By Age

<31 83.7%

31-39 33.1%

40-49 15.4%

50-59 -

>59 -

Note:

5. The total employee turnover rate is calculated by dividing the total number of employees who left the Company
during the year by the average number of employees at the beginning and end of the year, and then multiplying
by 100%.

6. The employee turnover rate of various categories is calculated by dividing the number of employees leaving the

Company in the category during the year by the average number of employees in the category at the beginning
and end of the year, and then multiplying by 100%.
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Equal opportunity, diversity, anti-discrimination

The Group promotes diversity through continuous implementation of equal opportunity management
practices and fair treatment of all employees, regardless of their backgrounds. The Group also plans
to implement a comprehensive diversity policy in the near future. In addition, we incorporate equal
opportunities and anti-discrimination practices into the promotion management system, recruitment and
labor relations management system, to ensure that employees are not discriminated against, physically or
verbally harassed due to gender, race, religion, age, marital and family status, physical disability, etc. in
the working environment. In order to ensure that all employees enjoy fair and equal protection, the Group
will never tolerate any form of sexual harassment or bullying in the workplace.

Communication channels

The Group attaches great importance to communication with employees, so we have established diversified
communication channels, encouraged employees to put forward opinions, and promoted exchanges
between management and employees, so as to improve the Company’s operation and management policies
and improve business efficiency. In addition, we regularly organize group activities such as staff dinners to
strengthen the communication between employees and enhance their sense of belonging to the Group.

B2. Health and safety

The Group strives to provide and maintain a safe and healthy working environment for all employees. In
order to ensure compliance with applicable laws and regulations, the Group adjusts its human resources
policies from time to time after consulting legal counsel to adapt to major changes in relevant labor and
safety laws and regulations. The Group’s ESG working team will also regularly review relevant policies.

The Group has established various measures, including publishing guidelines on workplace safety and fire
protection, inspecting office premises to identify emergencies and potential safety hazards, minimizing
related risks, and keeping health records for all employees and conducting health checks during their
employment.

We strictly abide by relevant laws and regulations, including but not limited to the Labor Law of the PRC,
the Law on the Prevention and Control of Occupational Diseases of the People’s Republic of China, the
Fire Protection Law of the People’s Republic of China and Occupational Safety and Health Ordinance of
Hong Kong. In the past three years (including the reporting period), the Group did not have any major
incidents or accidents related to workers’ safety, and the work-related death rate was 0%. During the
reporting period, the Group did not record any working days lost due to work-related injuries, and was not
subjected to any major claims (whether personal or property losses) or penalties related to health, work
safety, social and environmental protection. The Group has not been involved in any accident or death,
and has complied with applicable laws and regulations in all major aspects.
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B3.

Enhance safety awareness

The Group will always teach and remind employees of the importance of occupational health and safety
according to relevant work safety guidelines. Through training, various forms of publicity, emergency drills
and regular safety inspections, the Group provides employees with information on crime prevention and
safety emergency. We also cooperate with other organizations and property management companies in
office buildings, and regularly participate in fire drills to enhance employees’ safety and fire prevention
awareness. In addition, our Employee Handbook clearly lists the work safety guidelines that meet the
statutory requirements. If any violation of the guidelines mentioned in the handbook or serious misconduct,
we will take appropriate disciplinary action to improve employees’ health and safety awareness during work.

Mental health

We value employees’ well-being, care about their mental health and encourage them to strike a balance
between work and life. We organize social activities to enhance team cohesion, reduce work pressure
and create a good working atmosphere. In addition, we provide employees with life health and safety
information to enhance their health awareness.

Considering the COVID-19 pandemic ended in 2023, the Group has decided to cancel the original pandemic
prevention and control measures. However, we will continue to pay close attention to the pandemic
development and continue to abide by the health and safety guidelines. When necessary, we will make
appropriate adjustments to ensure the health and safety of employees and customers.

Development and training

The Group firmly believes that employees play an important role in the Group’s sustainable development,
core values and competitiveness. Therefore, the Group is committed to promoting employees’ personal
growth and development, and has clearly stipulated the continuous training requirements in the operation
manual. We adopt a variety of training modes, such as induction training and management training, to
meet the needs of different levels and types of employees, so that they can provide continuous high-quality
services. In addition, we provide employees with comprehensive and diversified on-the-job training projects
and professional training, aiming at improving their quality, qualifications and skills and stimulating their
potential. Meanwhile, we encourage employees to discuss their career promotion and development goals
with managers and participate in business-related training activities.
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Training Course

Professional training and development programs provided by the Group include financial services professional
knowledge, information technology professional knowledge, customer service and product knowledge
training, lectures and guidance on relevant regulations, anti-corruption professional training and other
related training courses. We also actively encourage Directors and senior management to participate in
training related to the Listing Rules of the Stock Exchange and corporate governance, so as to continuously
improve the internal control and corporate governance standards of the Group. At the same time, we also
encourage personnel such as accountants and secretaries of the Group to update relevant professional
knowledge regularly.

During the reporting period, the Group’s percentage of trained employees’ was approximately 100.0%
and the average number of training hours® completed by each employee was approximately 21 hours.
A breakdown of trained employees by gender and employee category and a breakdown of the average
training hours are as follows:

Average
Details of trained employees® training hours'
Indicators Percentage 2023
By gender
Male 100.0 21
Female 100.0 21
By employee category
Administrative staff 100.0 11
Other employees 100.0 23
Note:
7. The percentage of total trained employees is calculated by dividing the total number of trained employees in
the year by the total number of employees at the end of the year and multiplying by 100%.
8. The average number of training hours per employee is calculated by dividing the total number of training hours
during the year by the number of trained employees in that category.
9. The breakdown of each category of trained employees is calculated by dividing the number of trained employees
in that category by the total number of trained employees in the year and multiplying by 100%.
10. The average training hours of each category of employees are calculated by dividing the training hours of that

category of employees during the year by the number of employees in that category at the end of the year.
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B4.

Labour standards

Prevention of child labor and forced labor

The Group has formulated internal code guidelines and labour system in strict compliance with the Labour
Security Supervision Regulations ( { & B){REEZZ{4f51) ), the Labour Law of the People’s Republic of China
((FhEARKEMELS)E) ) and the Labour Contract Law of the People’s Republic of China ( {FZEEA
RHEFBELE)EFEIE) ) in Mainland China, and with reference to international labour standards. During
the reporting period, the Group did not find any major violations of laws and regulations related to the
prevention of child labor and forced labor, nor did it have any discrimination related to race, religion,
age, disability, etc.

The Group requires new employees to provide true and accurate personal information upon joining, which
is rigorously vetted by our recruitment staff, including identification cards and household registration
information. The Group has established a well-developed recruitment process to check the background of
candidates and a formal reporting procedure for handling any exceptions. In addition, the Group conducts
regular self-reviews and inspections to prevent any child labour and illegal forced labour in its operations.

In addition, the overtime work of the Group’s employees is based on the voluntary principle, so as to avoid
violating the labor standards and earnestly safeguard the rights and interests of employees. The Group also
prohibits punitive measures, management methods and behaviors such as abuse, corporal punishment,
violence, mental oppression and sexual harassment (including inappropriate language, posture and physical
contact) against employees for any reason. Meanwhile, the Group refrains from entrusting suppliers known
to employ child or forced labour.

Recruitment and personnel procedures are strictly monitored in accordance with the Group’s human
resource management system to prevent any employment of child or forced labour and any form of
discrimination involving race, religion, age or disability, etc. If any irregularities are found, the Group will
immediately investigate, deal with or dismiss the employees concerned. If necessary, the Group will further
improve the labour mechanism to deal with irregularities.
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B5. Supply chain management

As the Group is an automobile retailer providing automobile finance lease service primarily through our
self-operated sales outlets in the PRC, we mainly purchase new cars from automobile dealers, and have
entered into framework supply agreements with some automobile dealers to maintain a stable relationship
to obtain stable automobile supply and enjoy substantial purchase discounts. We also have other suppliers
and GPS component manufacturers to provide us with GPS components.

During the reporting period, the Group had 40 suppliers. All suppliers are located in Mainland China.

Procurement mechanism

In order to manage the potential environmental and social risks in the supply chain, the Group has established
a strict and standardized procurement system and supplier selection process, and has applied standard
practices for engaging suppliers during the reporting period, evaluating the performance of suppliers every
year, and considering the qualifications, service quality, price, delivery time and environmental awareness
of suppliers before renewing any agreements with suppliers.

We advocate fair and open competition and aim to develop long-term relationships based on mutual trust,
while the Group’s subsidiaries strictly refer to the relevant regulations such as the Tendering and Bidding
Law of the People’s Republic of China ( {F#E A RFEFBEAZILIEE) ) in the procurement process. Our
suppliers shall act responsibly and abide by all laws, international conventions and contractual obligations.

We have developed a procurement process system and code of conduct to standardize the formulation
and implementation of procurement plans, and prohibit relevant responsible personnel from engaging in
any behavior that violates business ethics. At the same time, we maintain close communication with our
subsidiaries, requiring them to properly handle their relations with suppliers and partners, and avoid profit
transfer or exploitation of suppliers.

The Group expects suppliers to meet our standards in environmental, social, corporate governance, business
ethics and other aspects. Before establishing any long-term business relationship with potential suppliers,
we will assess the operational and business environmental and social risks of suppliers, and communicate
with suppliers to ensure that suppliers comply with trade laws, relevant environmental and social regulations
and other standards, and understand suppliers’ awareness in these aspects. We pay close attention to
the integrity of our suppliers and partners, choosing only those with a good track record in past business
dealings and no serious violations or breaches of business ethics.

In addition, we prioritize suppliers using environmentally friendly products and services in the supplier
selection process, and strive to minimize potential environmental and social risks in the supply chain. We
will regularly review the performance of suppliers and environmental and social standards in the supply
chain. If any serious violations of laws and regulations are found, we will terminate the contractual
relationship with the supplier.
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B6.

Product liability

The Group's principal businesses comprise (i) automobile retail and financing, (ii) provision of automobile
operating lease services and promotion of our business-end customers’ insurance service and automobile
after-market service to our car-user customers. In order to establish a good reputation, we are well aware
of the importance of high-quality products and services. Therefore, we actively use internal control to
ensure that we always maintain a high level of service and product quality. We maintain continuous
communication with our customers to ensure that we understand and meet their needs and expectations.
We are also committed to understanding customer satisfaction and constantly improving our service quality
based on feedback.

We strictly abide by relevant laws and regulations, including but not limited to the Law of the People’s
Republic of China on the Protection of Rights and Interests of Consumers ( {F#E A R 1 H & & 4
#fiR#E%) ) and other relevant laws and regulations on consumer protection in Mainland China. During
the reporting period, the Group did not find any material violations of laws and regulations related to
product and service quality, nor did it receive any material complaints about products and services, and
customer satisfaction reached the expected target. It is our Group’s practice to relay product recall and
product return requests from customers to the relevant automobile manufacturers, and the Group does
not assume any liability arising from product recall and product return. Due to the nature of the Group’s
business, it is not required to recall products for health and safety reasons, nor is it applicable to the
disclosure of product recall procedures.

In case of customer default or delayed payments, we are entitled to repossess the vehicle directly. Leveraging
our patented GPS tracking device and vehicle monitoring platform, we can track related vehicles and initiate
repossession actions. The Group has formulated a series of policies, including (i) operational standards for
vehicle repossession by the risk control execution team; (ii) used car transaction procedures; (iii) vehicle
handling standards for the technical maintenance team; and (iv) detailed procedures for dealing with
defaulting customers (post-repossession) by legal personnel, which outline the disposition process for
repossessed vehicles, ensuring quality assurance for vehicles either sold outright or transferred to the
Financing Lease Division of the Group.

Customer communication
Through standardized service quality, humanized service process and standardized service management,
the Group is committed to providing competitive products and services to customers.

We attach importance to customer needs by summarizing and relaying customer complaints about the
quality of rental vehicles or any other matters related to rental vehicles directly to the corresponding
automobile manufacturers. We have also developed a customer complaint handling process system, which
includes procedures for collecting customer complaints, investigating customer problems and providing
feedback to customers. Customers can submit complaints by mail, telephone or in person. The process
is confidential to protect the interests of all parties involved and ensure that the complaint process is
conducted fairly and properly recorded.

The Group has not received any complaints from customers that have a significant impact on our business
operations.
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Customer privacy protection

Due to the nature of the business, the Group will be exposed to a large amount of personal or corporate
information of customers. The Group has always attached importance to data security and personal
information protection, and in view of the regulatory updates on data security and personal information
protection, the Group has formulated a series of internal control policies, including:

(i) Develop operating procedures for handling reports and complaints about personal information
disclosure of customers and employees, emergency plans for information security emergencies,
develop information security management systems and set up relevant operating procedures;

(ii) Modify the user agreement and personal information protection and privacy policy of the application
to provide users with higher access rights to personal information;

(iii) Update the user agreement of the GPS tracking device application installed on the rental car, and
set the default data collection mode to “no data collection”, unless all application users irrevocably
consent and authorize the Group to query GPS tracking data for internal use only;

(iv) The user’s consent shall be obtained if the agreement with the customer includes sensitive matters
on the day, such as biometric identification and whereabouts;

(v) Update the security management procedures of personal privacy data, including setting access
rights and password control according to employees’ positions and work departments; and

(vi)  Asecurity training policy on personal information protection has been implemented, which stipulates
that regular training should be provided to all employees every quarter to remind and update
personal information protection and to make all new employees aware of the protection policy for
personal data collection.

The Group will maintain and review various channels of communication with customers to obtain their
views and deal with customer complaints in a timely manner, so as to investigate customer complaints
and services, monitor and improve the customer service system.

Intellectual property rights

Due to the nature of the Group’s business, trademarks, software copyrights and other intellectual property
rights and proprietary information are essential to the Group’s business. With reference to applicable
laws, such as the Trademark Law of PRC ( {fF#EE A RHEMEIEIZL) ), the Patent Law of the PRC (
#= ANRAFMBEERE) ), the Measures for the Registration of Copyright in Computer Software ( {E
HEEEEREERYPHE) ) and the Law of the People’s Republic of China Against Unfair Competition ( &
FEARAMBENTIEE T L) ), the Group has formulated the intellectual property rights management
system, which clarifies the management process of intellectual property rights registration and renewal,
approval process, evaluation system, novelty search and retrieval system, work filing, and the attribution
determination system of intellectual property rights achievements, etc., in order to protect the Group's
intellectual property rights. The Group has registered 9 design patents related to GPS tracking devices for
risk management and 96 computer software copyrights, and will closely monitor and prevent infringement
in the market to ensure that its intellectual property rights are not infringed.
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B7.

In addition, the Group has implemented a software management policy whereby only IT staff are licensed
to install computer software on our computers, recording and maintaining our software licenses and their
respective user lists. It is also required to check the computer at least every year to verify whether any
unauthorized software is installed.

Advertisements and labels

Due to the nature of the business, the Group carries out limited advertising activities and therefore the
advertising-related risks involved are not significant. Nevertheless, in the marketing of products and services,
all publicity is strictly regulated and inspected to ensure compliance with applicable publicity and labeling
laws and regulations. These promotions shall accurately reflect the quality and effectiveness of the Group’s
products and the content of its services, so that what customers see is what they get.

Anti-corruption

The Group believes that an integrity-driven corporate culture is the key to our continued success. Therefore,
we attach great importance to anti-corruption work and system building, resolutely put an end to any
corruption, and strictly abide by the Company Law of the PRC ( {1 #E AR £AMEI/AF))%E) ), the Prevention
of Bribery Ordinance ( <F51EBEBX &) ) and other laws and regulations in Mainland China. We also
implement a bribery prevention policy, prohibiting Directors, employees and agents from accepting benefits
and providing benefits to business partners. The policy also includes procedures for handling conflicts of
interest and reporting. Whistleblowers who prevent economic losses will be financially rewarded based
on the potential economic loss had the incident gone undetected. The Group also implements an anti-
corruption policy, which further details all benefits that Directors, employees and agents should not obtain
from business partners, including pecuniary benefits, entertainment-related benefits, discounts. During
the reporting period, the Group did not find any material violations of laws and regulations relating to
the prevention of bribery, extortion, fraud and money laundering, nor did it have any corruption cases
concluded.

The Board has adopted a “zero tolerance” attitude towards anti-corruption and fraud, which has been
reflected in our operations manual and staff manual, including the requirement to establish an internal
audit function and set out its roles and responsibilities. Directors, employees and agents are responsible
for complying with bribery prevention policies and anti-corruption policies. If any irregularities are raised
or found, penalties will be imposed according to the policy. The Group strictly abides by relevant anti-
corruption legal norms and ethical standards, actively maintains good corporate governance and risk
management, safeguards the interests of stakeholders, and strives to build an honest, open and transparent
corporate culture.

Annual Report 2023



Prevention of money laundering

In order to safeguard the integrity and reputation of the Group, we strictly prohibit any activities related to
money laundering and terrorist fund-raising activities. The finance department conducts an annual money
laundering risk assessment on the Group’s operations and handles all suspected money laundering cases.
We regularly review the relevant policies and guidelines issued by the Hong Kong Monetary Authority and
other regulatory agencies to assess their impact and ensure that business units and departments comply
with relevant regulatory requirements and internal policy guidelines.

The Group arranges anti-corruption training at least once a year for Directors and employees to participate.
During the reporting period, 22 staff participated in approximately 55 hours of anti-corruption training
sessions, reading materials on anti-corruption were also provided to Directors and staff. These trainings
aim to cultivate their anti-corruption awareness and good professional ethics to comply with the legal
requirements of Hong Kong and Mainland China.

Reporting mechanism

The Group actively promotes the importance of anti-corruption awareness to all employees and encourages
them to report any incidents involving corruption or fraud. We will immediately investigate and take
necessary and appropriate actions if we receives any report. At the same time, we are committed to
protecting the identity of whistleblowers to eliminate all acts that may harm the interests of the Group
and relevant stakeholders. The Group regularly monitors the effectiveness of the reporting mechanism to
ensure its smooth operation.

B8. Community investment

Our Company is committed to becoming a responsible enterprise, playing an active role in community
investment and providing appropriate resources for local people in need. We believe that through social
welfare activities, the Company and employees can establish positive values and eventually become socially
responsible citizens.

We encourage and support our staff to take part in volunteer service in their spare time, and develop relevant
internal guidelines to arrange for our staff to participate in activities such as environmental protection,
public welfare and social services. We hope that by participating in community activities, employees can
make personal contributions to the community, enhance their caring awareness and cultivate their sense
of social responsibility.

We encourage our staff to fulfill our corporate social responsibility as corporate citizens and establish a
positive public image, and support the local economy and provide social welfare to vulnerable communities
in Mainland China. We actively seek cooperation with different public welfare and charitable organizations,
always paying attention to the difficulties and needs of society and vulnerable groups, proactively giving
back to the community with the goal of promoting social harmony.
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Aspect B3: Development and Training

General disclosure

KPIs B3.1

KPIs B3.2

Policies on improving employees’ knowledge and skills for
discharging duties at work. Description of training activities.
The percentage of employees trained by gender and
employee category (e.g. senior management, middle
management).

The average training hours completed per employee by
gender and employee category.
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General disclosure

KPIs B4.1

KPIs B4.2

Information on

(a) the policies; and
(b) compliance with relevant laws and regulations
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relating to preventing child and forced labor.

Description of measures to review employment practices
to avoid child and forced labor.

Description of steps taken to eliminate such practices
when discovered.

Aspect B5: Supply Chain Management

General disclosure

KPIs B5.1
KPIs B5.2

KPIs B5.3

KPIs B5.4

Policies on managing environmental and social risks of
the supply chain.

Number of suppliers by geographical region.

Description of practices relating to engaging suppliers,
number of suppliers where the practices are being
implemented, and how they are implemented and
monitored.

Description of practices used to identify environmental
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preferable products and services when selecting
suppliers, and how they are implemented and
monitored.
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Aspect B6: Product Liability

General disclosure Information on
(a) the policies; and
(b) compliance with relevant laws and regulations

that have a significant impact on the issuer

relating to health and safety, advertising, labeling and

privacy matters relating to products and services provided

and methods of redress.

KPIs B6.1 Percentage of total products sold or shipped subject to
recalls for safety and health reasons.

KPIs B6.2 Number of products and service related complaints
received and how they are dealt with.

KPIs B6.3 Description of practices relating to observing and
protecting intellectual property rights.

KPIs B6.4 Description of quality assurance process and recall
procedures.

KPIs B6.5 Description of consumer data protection and privacy

policies, and how they are implemented and monitored.
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General disclosure Information on

(a) the policies; and
(b) compliance with relevant laws and regulations
that have a significant impact on the issuer

relating to bribery, extortion, fraud and money
laundering.

KPIs B7.1 Number of concluded legal cases regarding corrupt
practices brought against the issuer or its employees
during the Reporting Period and the outcomes of the

cases.

KPIs B7.2 Description of preventive measures and whistle-blowing
procedures, and how they are implemented and
monitored.

KPIs B7.3 Description of anti-corruption training provided to

directors and staff.

Product liability

Not applicable = Explained in
product liability

Product liability

Product liability — Intellectual
property

Not applicable = Explained in
product liability

Product liability — Customer
communication, customer
privacy protection

Anti-corruption

Anti-corruption

Anti-corruption — Report
mechanism

Anti-corruption — Anti money
laundering
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Aspect B8: Community Investment

General disclosure Policies on community engagement to understand
the needs of communities where the issuer operates
and to ensure its activities take into consideration the
communities’ interests.

KPIs B8.1 Focus areas of contribution (e.g. education,
environmental concerns, labor needs, health, culture,
sport).

KPIs B8.2 Resources contributed (e.g. money or time) to the focus
area.
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To the Members of XXF Group Holdings Limited
(incorporated in the Cayman Islands with limited liability)

OPINION

What we have audited

The consolidated financial statements of XXF Group Holdings Limited (the “Company”) and its subsidiaries (the “Group”),
which are set out on pages 105 to 184, comprise:

. the consolidated statement of financial position as at 31 December 2023;

o the consolidated statement of comprehensive income for the year then ended;

o the consolidated statement of changes in equity for the year then ended;

o the consolidated statement of cash flows for the year then ended; and

o the notes to the consolidated financial statements, comprising material accounting policy information and other

explanatory information.

Our opinion

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of
the Group as at 31 December 2023, and of its consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with IFRS Accounting Standards 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 International Standards on Auditing (“ISAs”). 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 believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the International Code of Ethics for Professional Accountants
(including International Independence Standards) issued by the International Ethics Standards Board for Accountants
("IESBA Code”), and we have fulfilled our other ethical responsibilities in accordance with the IESBA Code.

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.
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KEY AUDIT MATTERS (Continued)

Key audit matters identified in our audit are summarised as follows:

o Revenue recognition under finance lease contracts

o Measurement of expected credit losses of trade receivables and finance lease receivables

Key Audit Matter
Revenue recognition under finance lease contracts

Refer to notes 4(a) and 5 to the consolidated financial
statements.

For the year ended 31 December 2023, the Group
recognised revenue from sales of automobiles under
finance lease and finance lease income amounting to
approximately RMB840,927,000 and RMB294,220,000
respectively.

The Group’s finance lease services involve both income
from dealership of automobiles and provision of financing
to customers. Given the Group does not sell automobiles
without financing services, the allocation of lease income
towards sales of automobile revenue and finance lease
interest income under finance lease contract involves
management judgement to identify pricing information
of similar products offered by suppliers or competitors in
order to determine the fair value of the automobile which
will be recognised as revenue upon inception of the lease,
while the residual amount of gross receivables from the
lease will be recognised as finance lease income over the
lease period.

Management's allocation of lease income under finance
lease is an area of our audit focus because the relevant
judgment and estimation made by management would
have an impact on the respective amount recognised
for the sales of automobile revenue and finance lease
income which are significant to the consolidated financial
statements.

XXF Group Holdings Limited

How our audit addressed the Key Audit Matter

Our procedures in relation to the revenue recognition
under finance lease mainly included:

- Understood and evaluated the Group’s internal
controls over the accounting of finance lease
contracts, including the assessment over allocation
of lease income towards sales of automobile
revenue and finance lease income, and performed
sample testing of the key controls that we planned
to place reliance on our audit;

- Tested on a sample basis by checking against
supporting documents such as finance lease
contracts, automobile handover document with
customers and payments from customers; and

- Tested on a sample basis, of management’s lease
income allocation by checking: (i) the fair value
of the automobile to the indicative market value
provided by the suppliers and the prevailing
market price based on our independent research,
and (ii) the calculation of finance lease income
by performing recalculation of the future lease
payments and internal rate of return in order to test
the accuracy of sales revenue and interest income
recorded.

Based on our procedures performed, we found
management’s allocation of lease income under finance
lease contracts to be supportable by available evidence.



KEY AUDIT MATTERS (Continued)

Key Audit Matter

Measurement of expected credit losses of trade
receivables and finance lease receivables

Refer to notes 3.1(b) and 4(b) to the consolidated financial
statements.

As at 31 December 2023, the carrying amount of trade
receivables and finance lease receivables amounted to
approximately RMB9,928,000 and RMB1,656,601,000,
respectively, which were net of impairment allowance
of approximately RMB1,074,000 and RMB14,299,000
respectively.

The Group applies simplified approach to calculate the
expected credit losses of trade receivables and finance
lease receivables. For measuring expected credit losses,
significant management judgements and estimations are
required mainly on the following:

- Choosing appropriate models and assumptions;

- Determination of the criteria for definition of
default and relevant inputs and data;

- Segmentation of customers based on credit risk
characteristics;

- Determination and projection of macroeconomic
variables for forward-looking scenarios and
probability weightings;

- Estimation of future cash flows for defaulted and
credit-impaired finance lease receivables.

We focused on the above measurement of expected credit
losses in our audit given the significance of the trade
receivables and finance lease receivables balances and
the involvement of management judgments and inherent
uncertainty of estimations in this area.

How our audit addressed the Key Audit Matter

Our procedures in relation to the measurement of
expected credit losses of trade receivables and finance
lease receivables mainly included:

- Understood and evaluated the Group’s internal
controls over the impairment assessment of trade
receivables and finance lease receivables and
assessed the inherent risk of material misstatement
by considering the degree of estimation uncertainty
and level of other inherent risk factors;

- Examined the modelling methodology used by
management for measuring expected credit
losses for trade and finance lease receivables and
evaluated the appropriateness of such model;

- Sample-checked inputs and data used in
management’s calculation of historical loss
rate, including the accuracy of ageing profile of
trade receivables and finance lease receivables,
settlement records, supporting documents for
repossession of automobiles of default contracts,
subsequent disposal proceeds of repossessed
automobiles, etc.;

- For forward-looking adjustments, our in-
house valuation expert was involved to assess
reasonableness of management’s determination
of macroeconomic variables, number of scenarios
and relative weightings and the projection of
macroeconomic variables under different scenarios
and performed sensitivity analysis thereon;

- Tested the mathematical accuracy of management’s
calculation of provision of expected credit losses.

Based on our procedures performed, we found the
judgements and assumptions made by management in
respect of expected credit losses on trade receivables and
finance lease receivables to be supportable by available
evidence.

Annual Report 2023



OTHER INFORMATION

The directors of the Company are responsible for the other information. The other information comprises all of the
information included in XXF Group Holdings Limited 2023 Annual Report (the “annual report”) (but does not include
the consolidated financial statements and our auditor’s report thereon), which is expected to be made available to us
after the date of this auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information and we will 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 above when it becomes available 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.

When we read the other information to be included in the annual report, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to the Audit Committee and take appropriate action
considering our legal rights and obligations.

RESPONSIBILITIES OF DIRECTORS AND THE AUDIT COMMITTEE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

In preparing the consolidated financial statements, the directors are responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the directors either intend to liquidate the Group or to cease operations, or have no realistic

alternative but to do so.

The Audit Committee is responsible for overseeing the Group’s financial reporting process.
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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 ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

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

o Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group's internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

o Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may
cause the Group to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the consolidated financial statements. We are responsible for the

direction, supervision and performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, actions taken to eliminate threats or safeguards applied.

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

The engagement partner on the audit resulting in this independent auditor’s report is Chan Wai Ching.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 26 March 2024
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2023

Year ended 31 December

2023 2022

Note RMB’000 RMB'000

Revenue 5 1,304,341 1,141,526
Cost of revenue 8 (885,329) (767,079)
Gross profit 419,012 374,447
Selling and marketing expenses 8 (98,724) (81,096)
Administrative expenses 8 (133,233) (115,146)
Research and development expenses 8 (413) (722)
Provision for credit loss (4,526) (4,877)
Fair value gain on ordinary shares with redemption right 96,394 47,251
Other income, net 6 20,865 21,748
Other losses, net 7 (8,031) (6,814)
Operating profit 291,344 234,791
Finance income 10 1,644 973
Finance cost 10 (163,138) (143,991)
Finance cost, pet (161,494) | (143,018)
Profit before income tax 129,850 91,773
Income tax expenses 11 (20,016) (14,691)
Profit for the year 109,834 77,082

Profit/(loss) attributable to:

= Owners of the Company 110,254 78,913
— Non-controlling interests (420) (1,831)
109,834 77,082
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For the year ended 31 December 2023

Year ended 31 December

2023 2022
Note RMB’000 RMB’'000
Profit for the year 109,834 77,082
Other comprehensive income/(loss)
Items that will not be reclassified to profit or loss:
Exchange difference arising from the translation of the
Company’s functional currency to presentation currency (1,358) (17,966)
Changes in fair value of ordinary share with redemption right
due to own credit risk (203) 2,432
Items that will be reclassified to profit or loss:
Exchange difference arising from the translation of a subsidiary’s
functional currency to presentation currency (405) 1,554
(1,966) (13,980)
Total comprehensive income for the year 107,868 63,102
Total comprehensive income/(loss) for the year
attributable to:
— Owners of the Company 108,288 64,933
— Non-controlling interests (420) (1,831)
107,868 63,102
Earnings per share for profit attributable to owners of
the Company for the year (RMB cents)
— Basic 12 30.23 23.27
- Diluted 12 3.22 7.68

The above consolidated statement of comprehensive income should be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2023

As at 31 December

2023 2022
Note RMB’000 RMB'000
Assets
Non-current assets
Property and equipment 14 428,067 367,704
Intangible assets 15 19,699 21,779
Finance lease receivables 17 967,380 910,270
Prepayments and deposits 19 36,894 32,157
Financial assets at fair value through profit or loss 23 20,024 21,647
Deferred income tax assets 31 - 3,900
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 1,472,064 1,357,457
Current assets
Inventories 22 169,976 193,634
Finance lease receivables 17 689,221 560,061
Trade receivables 18 9,928 9,940
Prepayments, deposits and other receivables 19 261,812 265,968
Amounts due from shareholders - 6,085
Restricted cash 20(b) 5,652 4,534
Cash and cash equivalents 20(a) 267,733 201,078
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 1,404,322 1,241,300
Assets classified as held for sale 21 44,500 -
1,448,822 1,241,300
Total assets 2,920,886 2,598,757
Equity and liabilities
Equity attributable to owners of the Company
Share capital 24 4,657 2,858
Other reserves and retained earnings 24,25 770,836 497,379
775,493 500,237
Non-controlling interests 5,957 6,377
Total equity 781,450 506,614
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As at 31 December 2023

As at 31 December

2023 2022

Note RMB’000 RMB"000
Liabilities
Non- current liabilities
Borrowings 29 945,709 884,842
Lease liabilities 14(b) 8,137 7,769
Deferred income tax liabilities 31 3,799 -
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 957,645 . 892611
Current liabilities
Borrowings 29 919,946 828,573
Ordinary shares with redemption right 30 - 163,129
Amounts due to shareholders - 8,158
Trade payables 27 135,520 105,860
Other payables and accruals 28 109,982 78,939
Lease liabilities 14(b) 6,759 6,087
Current income tax payables 9,584 8,786
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 1,181,791 1,199,532
Total liabilities 213943 . 2,092,143
Total equity and liabilities 2,920,886 2,598,757

The consolidated financial statements on pages 105 to 184 were approved by the Board of Directors on 29 March 2024

and were signed on its behalf:

Director

Director

The above consolidated statement of financial position should be read in conjunction with the accompanying notes.
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For the year ended 31 December 2023

Share Other  Retained Non-
Share  premium reserves  earnings controlling Total
capital (Note 25)  (Note 25)  (Note 25) Total interests equity
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Balance at 1 January 2022 2,858 326,067 27,567 78,812 435,304 8,208 443,512
Comprehensive income/(loss)
Profit/(loss) for the year = = = 78,913 78,913 (1,831) 77,082
Exchange difference arising from translation of
functional currency to presentation currency - - (16,412) - (16,412) - (16,412)
Changes in fair value of ordinary share with
redemption right due to own credit risk - - 2,432 - 2,432 - 2,432
Total comprehensive income/(loss) for the year R T (13980 78913 64933 (1831) 63,102
Transactions with owners in their capacity as owners
Transfer to statutory reserve - - 3,774 (3,774) - - -
Total transactions with owners in their capacity
_asowmers R R 3774 G714 R R -
Balance at 31 December 2022 2,858 326,067 17,361 153,951 500,237 6,377 506,614
Balance at 1 January 2023 2,858 326,067 17,361 153,951 500,237 6,377 506,614
Comprehensive income/(loss)
Profit/(loss) for the year - - - 110,254 110,254 (420) 109,834
Exchange difference arising from translation of
functional currency to presentation currency - - (1,763) - (1,763) - (1,763)
Changes in fair value of ordinary share with
redemption right due to own credit risk - - (203) - (203) - (203)
Total comprehensive income/(loss) for the year N T (1.966) 110254 108288  (420) 107,868
Transactions with owners in their capacity as owners
Issuance of ordinary shares relating to initial public
offering, netting of underwriting commissions and
other issuance costs 948 90,076 - - 91,024 - 91,024
Capitalisation issue 216 (216) - - - - -
Conversion of convertible redeemable preferred
shares to ordinary shares 635 69,258 - - 69,893 - 69,893
Transfer of accumulated changes in fair value due to
own credit risk upon derecognition of ordinary
shares with redemption right - - (2,229) 2,229 - - -
Share-based payments (Note 26) - - 6,051 - 6,051 - 6,051
Transfer to statutory reserve - - 4,278 (4,278) - - -
Total transactions with owners in their capacity
Casownes 1799 159118 8100 (2049) 166,968 - 166,968
Balance at 31 December 2023 4,657 485,185 23,495 262,156 775,493 5,957 781,450

The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes.
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For the year ended 31 December 2023

Year ended 31 December

2023 2022
Note RMB’000 RMB"000

Cash flows from operating activities
Cash generated from operations 32(a) 175,613 83,869
Income tax paid (11,520) (14,406)
Interest paid (162,777) (143,463)
Net cash generated from/(used in) operating activities 1,316 . (74,000)

Cash flows from investing activities
Interest received 647 228
Proceeds from disposal of property and equipment 32(b) 40,545 29,823
Payment for purchase of property and equipment 32(c) (150,325) (137,912)
Payment for addition of intangible assets (9,687) (11,272)
Prepayment for land purchase (44,500) -
Net cash used in investing activites ¢ (163,320) | (97133)

Cash flows from financing activities
Proceeds from borrowings 32(d) 1,315,916 1,338,324
Repayments of borrowings 32(d) (1,163,597) (1,003,175)
Repayment of lease liabilities 32(d) (7,336) (7,255)
Placement of deposits for borrowings (24,145) (29,216)
Redemption of deposits for borrowings 16,469 18,545
Prepaid listing expenses - (2,396)
Proceeds from issue of new shares 91,240 -
Net cash generated from financing activities  : 228,547 . __..314,827
Net increase in cash and cash equivalents 66,542 121,694
Cash and cash equivalents at beginning of year 201,078 79,373
Effect on foreign exchange rate difference 113 11
Cash and cash equivalents at end of year 267,733 201,078

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes.
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GENERAL INFORMATION

The Company was incorporated in the Cayman Islands on 29 March 2019 as an exempted company with limited
liability under the Companies Act (As Revised) of the Cayman Islands. The address of the Company’s registered
office is Cricket Square, Hutchins Drive, PO Box 2681, Grand Cayman, KY1=1111, Cayman Islands.

The Company is an investment holding company. The Company and its subsidiaries (together, the “Group”) are
principally engaged in the provision of automobile services, including automobiles retail, automobiles financing,
automobiles rental and automobile-related services in the People’s Republic of China (the “PRC").

The Company completed its initial public offering on 9 November 2023 (the “Listing”) and the Company’s shares
have been listed on the Main Board of The Stock Exchange of Hong Kong Limited.

These consolidated financial statements are presented in thousands of unit of Renminbi (RMB’000), unless
otherwise stated. The consolidated financial statements were approved and authorised for issue by the Board of
Directors (the “Board”) on 26 March 2024.

BASIS OF PREPARATION AND CHANGES IN ACCOUNTING POLICIES

2.1 Basis of preparation

(i) Compliance with IFRS Accounting Standards and HKCO
The consolidated financial statements of the Group have been prepared in accordance with IFRS
Accounting Standards and requirements of the Hong Kong Companies Ordinance Cap. 622.

(ii) Historical cost convention
The consolidated financial statements have been prepared on a historical cost basis, except for the
certain financial assets and liabilities that are measured at fair value.

(iii) New and amended standards adopted by the Group
All of the new standards and amendments to standards that are effective on 1 January 2023 have
been early adopted by the Group prior to the annual periods beginning after 1 January 2023.

The amendments listed above did not have any impact on the amounts recognised in prior periods
and are not expected to significantly affect the current or future periods.
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2

BASIS OF PREPARATION AND CHANGES IN ACCOUNTING POLICIES (Continued)

2.1

Basis of preparation (Continued)

(iv)

New and amended standards and interpretations not yet adopted

The following new and amended standards, which are potentially relevant to the Group’s consolidated
financial statements have been issued, but are not yet effective and have not been early adopted
by the Group. The Group’s current intention is to apply these changes on the date they become
effective.

Effective for

accounting

periods

beginning on

or after

Amendments to IAS 1 Classification of Liabilities as Current or 1 January 2024
Non-current

Amendments to IAS 1 Non-current Liabilities with Covenants 1 January 2024

Amendments to IFRS 16 Lease Liability in a Sale and Leaseback 1 January 2024

Amendments to IAS 7 and IFRS 7 Supplier Finance Arrangements 1 January 2024

Amendments to IAS 21 Lack of Exchangeability 1 January 2025

Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between To be determined
an Investor and its Associate or Joint
Venture

The Group has commenced, but not yet completed, an assessment of the impact of the new and
amended standards on its results of operations and financial position. The Group is not yet in a
position to state whether these new and amended standards would have any significant impact on
its results of operations and financial positions.
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3

FINANCIAL RISK MANAGEMENT

3.1

Financial risk factors

The Group's activities expose it to a variety of financial risks: market risk (including currency risk, fair value
interest rate risk and cash flow interest rate risk), credit risk and liquidity risk. The Group’s overall risk
management programme me focuses on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group's financial performance.

Risk management is carried out under policies approved by the board of directors. The management
identifies and evaluates financial risks in close cooperation with the Group’s operating units.

(a) Market risk

(1)

(i)

Currency risk

The Group mainly operates with most of the transactions settled in Renminbi (“RMB"). In
respect of transactions settled in Hong Kong Dollars, the Group did not have significant
exposure to foreign exchange rate risk during the year due to these transactions being generally
denominated in the functional currency of the respective group entities. Management does
not consider there to be any significant currency risk associated with the Company.

Cash flow and fair value interest risk

The Group’s interest rate risk mainly arises from the Group’s borrowings, lease liabilities
and finance lease receivables. Borrowings obtained at variable rates expose the Group to
cash flow interest rate risk; while borrowings, lease liabilities and finance lease receivables
at fixed rates expose the Group to fair value interest rate risk.

If interest rates on the borrowings at variable rates had risen/fallen 100 basis points while
all other variables had been held constant, the Group’s profit after tax for the year ended
31 December 2023 would have been approximately RMB187,000 lower/higher (2022:
RMB354,000 lower/higher).

If interest rates on the cash and cash equivalents had risen/fallen 100 basis points while
other variables had been held constant, the Group’s profit after tax for the year ended
31 December 2023 would have been approximately RMB2,677,000 higher/lower (2022:
RMB2,065,000 higher/lower).
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3 FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(a) Market risk (Continued)
(i) Cash flow and fair value interest risk (Continued)
The exposure of the Group’s borrowings to interest rate changes and the contractual re-
pricing dates of the borrowings at the year end are as follows:

As at 31 December

2023 2022

RMB’'000 RMB’000

Variable rate borrowings 24,947 47,139
Other borrowings -repricing dates:

1 year or less 895,254 798,254

1 to 2 years 533,585 495,161

2 to 5 years 411,869 372,861

1,865,655 1,713,415

The Group manages its interest rate risk by performing regular review and continually
monitoring its interest rate exposure and tracking the sensitivity of projected net interest
income under varying interest rate scenarios. To manage its exposure to interest rate risks,
the Group monitors the proportion of variable rate borrowings in its financing portfolio
and reacts to the change in interest rates through pricing of its finance leases to customers.

(b) Credit risk
Credit risk refer to the risk that the counterparty will default on its contractual obligations resulting
in financial loss to the Group. The major classes of financial assets of the Group are cash at banks,
trade and other receivables and finance lease receivables. For trade receivables and finance lease
receivables, the Group adopts policy of dealing only with customers of appropriate credit profile.
For other financial assets, the Group adopts the policy that exposure to credit risks are monitored
on an ongoing basis.

Majority of bank balances and fixed deposits are deposited with reputable banks. Management
considers the Group has limited credit risk with its banks which are state-owned or large medium
sized commercial banks in the PRC and reputable banks or financial institution outside of the PRC
and are assessed as having low credit risk. Therefore, the expected credit loss is minimal.

The Group has no significant concentration of credit risk. The Group has put in place policies to
ensure that transactions are conducted with customers with an appropriate credit history. The
Group will charge a market interest rate based on their credit worthiness. The Group also performs
periodic credit evaluations of its customers based on their past payment patterns and other factors.
For individual customers who purchased the motor vehicles under finance lease arrangement, the
Group has policies in place to review their credit worthiness periodically after inception.
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3

FINANCIAL RISK MANAGEMENT (Continued)

3.1

Financial risk factors (Continued)

(b)

Credit risk (Continued)

Credit risk policy

The Group has credit policy to monitor the level of credit risk. In general the credit record for each
customer or debtor are regularly assessed, based on the customer or debtor’s financial condition,
their credit records and other factors such as current market condition.

For finance lease receivables, the Group monitors the credit worthiness of the customers closely with
reference to factors such as instalment payment pattern and usage of automobiles by the Group's
real time GPS tracking device. In the event of any delinquent payment, the Group keeps the right to
collect the overdue interest on the default amount, until the overdue payment have been fully paid.
Generally, if any monthly repayment is overdue for 20 to 30 days, the Group will arrange staff to
repossess the leased assets, and engage in enforcement activities (including repayment reminders
and negotiation with lessee) for repayment of overdue amounts. Those finance lease receivables,
for which the customers missed the scheduled instalment for three months or more, or the lessee is
unlikely to pay the credit obligations to the Group in full, will be considered as default. The Group
has a designated team focusing on recovery of finance lease receivables that have become default.
The team would execute various actions, including but not limited to, initialling legal proceeding
against customers in default to recover the overdue receivables. The Group considers those finance
lease receivables for write off when a lessee fails to make contractual payments for twelve months,
and there is no realistic prospect of recovery.

For trade and other receivables, the Group monitors debtors with long outstanding balances and
will engage in enforcement activities to recover the receivables due. The Group closely monitors
trade and other receivables collection pattern. Those overdue trade and other receivables with
financial difficulties, declining credit standing and poor historical payment pattern, are considered
as default. The Group will write off these unrecovered receivables after all possible means of debt
recovery activities.

Where finance lease receivables, trade or other receivables have been written off, the Group

continues to attempt to recover the receivable due. Where recoveries are made, these are recognised
in profit or loss.
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FINANCIAL RISK MANAGEMENT (Continued)

3.1

Financial risk factors (Continued)

(b)

Credit risk (Continued)

Expected credit loss measurement

The simplified approach is applied for measuring the expected credit losses which use a lifetime
expected loss allowance for all trade receivables and finance lease receivables. The measurement
of expected credit losses is a probability weighted estimate of credit losses, i.e. a function of the
probability of default, loss given default (i.e. the magnitude of the loss if there is a default) and
the exposure at default.

The assessment of the probability weighted estimate of credit losses is based on historical data,
adjusted by forward looking information on macroeconomic factors affecting the ability of the
debtors to settle the receivables. Generally, the loss given default is the difference between all
contractual cash flows that are due to the Group in accordance with the contracts, and cash flows
that the Group expects to receive (“expected cash shortfalls”), given that the Group has historically
recovered partial amounts owing via the proceeds from the finance lease of collected vehicles
and/or other legal means. The expected cash shortfalls are discounted using effective interest rate
determined at initial recognition for finance lease receivables.

Forward looking information

The calculation of expected credit loss (“ECL") incorporates forward looking information, which
is determined based on historical analysis to identify key economic variables impacting credit risk
and ECL for the receivable portfolio.

Judgment has been applied in this process of determining the key economic variables and their
associated impact on the historical loss rate. The forecasts of these economic variables were
estimated by statistical method, and the impact of these economic variables on the future loss
rate was determined by statistical regression analysis. Economic variables identified included GDP
growth and fiscal balance, etc.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(b)

Credit risk (Continued)

Forward looking information (Continued)

As at 31 December 2023, the loss allowance was determined as follows for both trade receivables
and finance lease receivables:

As at 31 December 2023

Gross carrying Expected Expected
amount loss rate credit loss
RMB’000 RMB’'000
Finance lease receivables:
Not yet past due 1,571,867 0.11% 1,729
Past due:
Less than 1 month 68,976 2.08% 1,434
1 to 3 months 18,235 20.47% 3,733
3 to 6 months 7,171 38.37% 2,752
6 to 12 months 3,118 100.00% 3,118
Over 1 year 1,533 100.00% 1,533
1,670,900 14,299
Trade receivables:
Not yet past due 7,506 0.01% 1
Past due:
Less than 6 months 1,932 1.01% 20
6 to 12 months 596 34.80% 208
1 to 2 years 637 80.78% 514
2 to 3 years 149 100.00% 149
Over 3 years 182 100.00% 182
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 1002 ... 1074
1,681,902 15,303
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FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(b)

Credit risk (Continued)

Forward looking information (Continued)

As at 31 December 2022, the loss allowance was determined as follows for both trade receivables
and finance lease receivables:

As at 31 December 2022

Gross carrying Expected Expected
amount loss rate credit loss
RMB’'000 RMB’'000
Finance lease receivables:
Not yet past due 1,398,133 0.11% 1,538
Past due:
Less than 1 month 60,501 2.28% 1,380
1 to 3 months 14,569 21.42% 3,121
3 to 6 months 5,578 43.23% 2,411
6 to 12 months 3,331 100.00% 3,331
Over 1 year 1,515 100.00% 1,515
1,483,627 13,296
Trade receivables:
Not yet past due 7,477 0.01% 1
Past due:
Less than 6 month 2,061 1.01% 21
6 to 12 months 596 35.09% 209
1 to 2 years 189 80.69% 152
2 to 3 years 15 100.00% 15
Over 3 years 229 100.00% 229
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 10,567 ... 62
1,494,194 13,923

The ageing analysis of finance lease receivables and trade receivables are disclosed in Notes 17 and
18 of these consolidated financial statements respectively.

For other financial assets at amortised cost, the Group applies either a 12-month expected credit
losses or lifetime expected credit losses, depending on whether there has been a significant increase
in credit risk since initial recognition. If a significant increase in credit risk of a receivable has
occurred since initial recognition then impairment is measured as lifetime expected credit losses.
Management, considered among other factors, analysed historical pattern and concluded that the
expected credit losses for other financial assets at amortised cost to be immaterial as the credit
risk is assessed as low.
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FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(c)

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in raising funds to meet commitments
associated with financial instruments. Liquidity risk may result from an inability to sell a financial
asset quickly at close to its fair value.

The Group manages its liquidity risk by ensuring the availability of funding through its ability to
operate profitably, maintaining sufficient cash to enable it to meet its normal operating commitments,
having adequate amount of committed credit facilities. The fair value of non- current financial assets
and liabilities are determined from the cash flows analyses, discounted at market bank borrowing
rates of an equivalent instrument at reporting date.

The table below analyses the maturity profile of the Group’s financial liabilities based on contractual

undiscounted cash flows:

On demand/ Total

Less than Between 1 Between2  contractual Carrying
1year and2years  and5 years cash flows amount
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

At 31 December 2023
Trade payables 135,520 - - 135,520 135,520
Other payables 43,217 - - 43,217 43,217
Lease liabilities 7,399 4,718 3,921 16,038 14,896
Borrowings 1,043,337 599,256 438,497 2,081,090 1,865,655
1,229,473 603,974 442,418 2,275,865 2,059,288

At 31 December 2022
Trade payables 105,860 - - 105,860 105,860
Other payables 33,186 - - 33,186 33,186
Amounts due to shareholders 8,158 - - 8,158 8,158
Lease liabilities 6,680 4,548 3,727 14,955 13,856

Ordinary shares with redemption

right 237,768 - - 237,768 163,129
Borrowings 961,026 585,085 405,718 1,951,829 1,713,415
1,352,678 589,633 409,445 2,351,756 2,037,604
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3 FINANCIAL RISK MANAGEMENT (Continued)

3.2 Capital management

The Group's objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain
an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.

The Group monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided
by total capital. Net debt is calculated as total borrowings (including ‘borrowings’ and “lease liabilities”
as shown in the consolidated statement of financial position) less cash and cash equivalents. The Group
did not consider the amount of ordinary shares with redemption right when calculating net debt. Total
capital is calculated as ‘equity’ as shown in the consolidated statement of financial position plus net debt.

The gearing ratio of the Group as at 31 December 2022 and 2023 was as follows:

As at 31 December

2023 2022

RMB’000 RMB’'000

Total borrowings 1,865,655 1,713,415
Lease liabilities 14,896 13,856
Less: cash and cash equivalents (267,733) (201,078)
Net debt 1,612,818 1,526,193
Total equity 781,450 506,614
Total capital 2,394,268 2,032,807
Gearing ratio 67.36% 75.08%
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3 FINANCIAL RISK MANAGEMENT (Continued)

3.3 Fair value estimation

(a)

Fair value hierarchy

Financial assets and financial liabilities measured at fair value in the consolidated statement of
financial position are grouped into three levels of a fair value hierarchy. The three levels are defined
based on the observability of significant inputs to the measurement, as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

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

Level 3:  unobservable inputs for the asset or liability.

The carrying amounts of the Group's current financial assets, including trade and other receivables,
finance lease receivables, cash and cash equivalents and restricted cash; and current financial
liabilities, including trade payables, other payables and accruals, lease liabilities and borrowings,
approximate their fair values as at the year end date due to their short term maturities. The carrying
value of non-current financial assets and liabilities approximate its fair value as at the year end date.

The following table presents the change in Level 3 instruments for the year:

As at 31 December 2023

Interest in Ordinary

a limited shares with

partnership redemption right

RMB’000 RMB’000

Opening balance 21,647 (163,129)
Conversion to ordinary shares - 69,893
Changes in fair value due to own credit risk - (203)
Exchange difference arising from translation - (2,955)
Gain/(loss) recognised in profit and loss (1,623) 96,394
Closing balance 20,024 -
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3 FINANCIAL RISK MANAGEMENT (Continued)

3.3 Fair value estimation (Continued)

(a) Fair value hierarchy (Continued)

As at 31 December 2022

Interest in Ordinary

a limited shares with

partnership  redemption right

RMB'000 RMB’000

Opening balance 20,000 (196,640)
Changes in fair value due to own credit risk - 2,432

Exchange difference arising from translation = (16,172)
Gain recognised in profit and loss 1,647 47,251

Closing balance 21,647 (163,129)

There were no transfer of financial assets and liabilities between the fair value hierarchy classification
during the years ended 31 December 2023 and 2022.

Financial instrument in Level 1

The fair value of financial instruments traded in active markets (such as publicly traded derivatives,
and equity securities) is based on quoted market prices at the end of the reporting period. The
quoted market price used for financial assets held by the Group is the current bid price. These
instruments are included in level 1.

Financial instrument in Level 2

The fair value of financial instruments that are not traded in an active market (for example, over-the-
counter derivatives) is determined using valuation technigues which maximise the use of observable
market data and rely as little as possible on entity-specific estimates. If all significant inputs required
to fair value an instrument are observable, the instrument is included in level 2.

Financial instrument in Level 3

If one or more of the significant inputs is not based on observable market data, the instrument is
included in level 3.
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3 FINANCIAL RISK MANAGEMENT (Continued)

3.3 Fair value estimation (Continued)

(b) Fair value measurement using significant unobservable inputs (Level 3)
Specific valuation techniques used to value financial instruments include:

° Discounted cash flow model and unobservable inputs mainly including assumptions of
expected future cash flows and discount rate;

. A combination of observable and unobservable inputs, including risk-free rate, discount rate,
discount rate for lack of marketability, market multiples, etc.

Level 3 instruments of the Group’s assets and liabilities include unlisted equity investment and
ordinary shares with redemption right.

The following table summarises the quantitative information about the significant unobservable

inputs used in Level 3 fair value measurements:

Interest in a partnership

Fair value Relationship of
as at unobservable
31 December  Valuation Unobservable Range of inputs to fair
Description 2023  technique inputs inputs  value
RMB'000
Interest in a partnership 20,024  Discount cashflow  Discount rate 8.0%  The lower the
model discount rate,
the higher
the fair value
Fair value Relationship of
as at unobservable
31 December  Valuation Unobservable Range of inputs to fair
Description 2022 technique inputs inputs  value
RMB’000
Interest in a partnership 21,647  Market approach  Discount for lack 33.0% The lower the

of marketability
("DLoM")

DLoM, the higher
the fair value
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3 FINANCIAL RISK MANAGEMENT (Continued)

3.3 Fair value estimation (Continued)

(b)

Fair value measurement using significant unobservable inputs (Level 3)
(Continued)

Interest in a partnership (Continued)

As at 31 December 2022, given the short operating history, reliable financial projections were not
available and hence the market approach was adopted by the Directors.

If the DLoM had increased/decreased by 5% with all other variables held constant, the profit
before income tax for the year ended 31 December 2022 would have been RMB2,183,000 lower/
RMB 1,494,000 higher.

As at 31 December 2023, more operating data of the partnership was available for establishing
a forecast. The Directors considered that using discounted cashflow model results in a more
representative fair value.

If the discount rate had increased/decreased by 1% with all the variables held constant, the profit
before income tax for the year ended 31 December 2023 would have been RMB329,000 lower/
RMB341,000 higher.

Ordinary shares with redemption rights

Fair value Relationship of
as at unobservable
31 December  Valuation Unobservable Range of inputs to
Description 2022 technique inputs inputs  fair value
RMB'000
Ordinary shares with (163,129) Discounted cash Discount rate 17%  The higher the
redemption right flow and equity discount rate, the
allocation model lower the fair value
Possibility 90%  The higher the
under listing possibility under
scenario listing scenario, the
lower the fair value
Long-term 4.89%  The higher the long-
average term average
growth growth rate, the
higher the fair
value

During the year ended 31 December 2023, ordinary shares with redemption right were fully
converted to ordinary shares upon the Listing. Thus the Group was no longer exposed to uncertainty
related to fair value changes related to such instrument as at 31 December 2023.
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CRITICAL ESTIMATES AND JUDGEMENTS

The preparation of financial statements requires the use of accounting estimates which, by definition, will seldom
equal the actual results. Management also needs to exercise judgement in applying the Group’s accounting policies.

Estimates and judgements are continually evaluated. They are based on historical experience and other factors,
including expectations of future events that may have a financial impact on the entity and that are believed to
be reasonable under the circumstances.

(a)

(b)

(c)

Revenue recognition

The Group’s finance lease service involves both income from dealership of automobiles and provision of
financing to customer. The allocation of lease income towards sales of automobile revenue and finance
lease income requires accounting estimation. The Group measures the fair value of the automobile and
recognises revenue from sales of automobile upon inception of lease. The Group makes use of public
information to measure the amount of automobiles selling price as the Group does not sell automobiles
without financing services. Information such as, competitors and suppliers quotes for similar products are
considered to estimate the selling price for sales of automobiles.

Provision for credit losses of trade and other receivables and finance
lease receivables

Management reviews its receivables for objective evidence of provision on a monthly basis. The provision
policy for trade and other receivables and finance lease receivables of the Group is based on the evaluation
of collectability and ageing analysis of accounts and on management’s judgement. A considerable amount
of judgement is required in assessing the ultimate realisation of these receivables, including the current
creditworthiness, past collection of each customer or counterparty and forward looking information. If the
financial conditions of debtors of the Group were to deteriorate, resulting in impairment of their ability
to make payments, additional provision may be required.

Impairment of non-financial assets

The Group follows the guidance of IAS 36 “Impairment of Assets” to determine when assets are impaired,
which requires significant judgement. In making this judgement, the Group evaluates, among other factors,
the duration and extent to which the recoverable amount of assets is less than their carrying balance,
including factors such as the industry performance and changes in operational cash flows. For the purpose
of assessing impairment, assets (including intangible assets) are grouped at the lowest level for which there
are separately identifiable cash flows (a CGU). The recoverable amount of the CGU has been determined
using the higher of value in use or fair value less cost of disposal. These calculations require the use of
estimates, including operating results, income and expenses of the business, future economic conditions
on growth rates and future returns.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5 REVENUE AND SEGMENT INFORMATION

The Executive Directors have been identified as the chief operating decision-makers (“CODM") of the Group
who review the Group's internal reporting in order to assess performance and allocate resources. The Executive
Directors regard the Group’s business as a single operating segment and review financial information accordingly.

Other information, together with the segment information, provided to the CODM, is measured in a manner
consistent with that applied in these financial statements. There was no separate segment assets and segment
liabilities information provided to the CODM, as CODM does not use this information to allocate resources to or
evaluate the performance of the operating segment.

Geographical information

The Group's revenue is mainly derived from customers in the PRC. The principal assets of the Group were also
located in the PRC as at 31 December 2023 and 2022. Accordingly, no analysis by geographical segment is provided.
Information about major customers

There are no single external customers contributed to more than 10% revenue of the Group during the years

ended 31 December 2023 and 2022.

Revenue during the year are as follows:

2023 2022
RMB’000 RMB’'000
Sales of automobiles under finance lease 840,927 734,600
Finance lease income 294,220 262,498
Operating lease income 147,726 126,018
Other automobile-related income 21,468 18,410
1,304,341 1,141,526
Revenue from leases under IFRS 16 1,282,873 1,123,116
Revenue from contracts with customers under IFRS 15 21,468 18,410
1,304,341 1,141,526

Timing of revenue recognition for revenue from contracts with

customers under IFRS 15

Recognised at a point in time 5,475 1,715
Recognised over time 15,993 16,695
21,468 18,410
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REVENUE AND SEGMENT INFORMATION (continued)

Liabilities related to contracts with customers

The Group has recognised the following liabilities related to contracts with customers as at the end of the year:

2023 2022
RMB’000 RMB'000
Contract liabilities, included in other payables and accruals (Note 27) 274 910

Revenue recognised in relation to contract liabilities

The following table shows how much of the revenue recognised during the year relates to carried-forward
contract liabilities:

2023 2022
RMB’000 RMB’000

Revenue recognised that was included in the contract liability balance
at the beginning of the year 910 1,644

5.1 Accounting policies of revenue recognition

(a) Sales of automobiles under finance lease arrangement

Revenue from sale of new motor vehicle under finance lease arrangement where the Group earns
a selling margin as a dealer are recognised upon transfer of control to customer which generally
coincides with the time when the motor vehicles are delivered and accepted by the customers,
which is determined as the lower of the fair value of the underlying automobiles and the present
value of the lease payment accruing to the Group. The corresponding leased asset is derecognised
when finance lease receivables is recognised on the consolidated statement of financial position
(Note 17.1). Non-lease service component, if any, are separated and accounted for under “Other
automobile-related income” as described below.

The difference between the sales revenue and the cost of sales is the selling profit or loss. The
Group does not consider itself to be a dealer when leasing a repossessed automobile from previously

default leases.

Initial direct costs incurred by the Group in negotiating and arranging finance leases is recognised
in profit or loss in the financial period corresponding to the recognition of selling profit.
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5

REVENUE AND SEGMENT INFORMATION (Continued)

5.1 Accounting policies of revenue recognition (Continued)

(b)

()

(d)

Finance lease income

The Group provides auto vehicle finance lease services to individual customers, with the sales of auto
vehicles (Note a). The interest income under finance lease is recognised on an accrual basis using
the effective interest method by applying the rate that exactly discounts the estimated future cash
receipts over the expected life of the financial instrument or a shorter period, when appropriate,
to the net carrying amount of the finance lease receivables (Note 17.1).

Automobiles rental

The Group provides auto vehicle operating lease services to individual and corporate customers.
Revenue from these services is recognised on a straight-line basis in accordance with the terms of
the operating leases. For detail of the policy please refer to Note 17.1.

Initial direct costs incurred by the Group in negotiating and arranging operating leases are added to
the carrying amount of the leased assets and recognised as an expense in consolidated statements
of comprehensive income over the lease term on the same basis as the lease income. Contingent
rents are recognised as income in consolidated statements of comprehensive income when earned.

Other automobile-related income

The Group operates automobile aftermarket service platform for car users to facilitates third party
vendors to provide aftermarket usage solutions to car users during automobile usage life cycle.
Facilitation income is charged to the business-end customer at a fixed percentage of the volume of
transactions completed with no variable consideration and is not refundable. The Group recognises
revenue when the facilitation services are completed.

Revenue from other services including promotion of insurance solutions provided by third party
vendors is recognised when performance obligation is satisfied, and when the Group has an
enforceable right to payment for performance completed to date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

6 OTHER INCOME, NET

2023 2022

RMB’000 RMB’'000

Government grants (Note) 20,518 22,638
Donation - (340)
Others 347 (550)
20,865 21,748

Note: Government grants primarily consist of the fiscal support that local governments offered to the Group’s entities engaged
in the finance leasing business in the PRC. There are no unfulfilled conditions or other contingencies attaching to these
grants.

6.1 Accounting policies of government grants

Deferral and presentation of government grants
Government grants relating to costs are deferred and recognised in profit or loss over the period necessary
to match them with the costs that they are intended to compensate.

Government grants relating to the purchase of property, plant and equipment are included in non-current

liabilities as deferred income and they are credited to profit or loss on a straight-line basis over the expected
lives of the related assets.

7 OTHER LOSSES, NET

2023 2022

RMB’000 RMB’000

Loss on disposal of property and equipment, net (3,749) (2,062)
Others (4,282) (4,752)
(8,031) (6,814)
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EXPENSES BY NATURE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2023 2022
RMB'000 RMB'000

Auditors’ remuneration
— audit services 2,038 315
— non-audit services 50 -
Costs of inventory 683,377 595,601
Sales commission 83 194
Auto-insurance premium 45,728 37,356
Employee benefit expenses (Note 9) 138,262 120,558
Advertising expenses 10,983 8,423
Depreciation expenses (Note 14) 114,350 98,267
Amortisation expenses (Note 15) 11,767 13,614
Transportation expenses 4,843 3,648
Rental expenses 2,935 2,584
Traffic contravention penalty and handling fee 3,971 4,305
Travelling expenses 10,293 6,971
Listing expenses 19,418 13,694
Legal and professional expenses 5,424 4,245
Office expenses 5,257 4,666
Motor vehicle expenses 15,955 13,401
Provision for inventories 9,859 6,886
Repair and maintenance 12,587 10,615
Other taxes 11,424 9,268
Other expenses 9,095 9,432
1,117,699 964,043
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

EMPLOYEE BENEFIT EXPENSES (INCLUDING SALES COMMISSION TO STAFF)

2023 2022

RMB’000 RMB’000

Wages, salaries and bonuses 81,110 75,165
Contribution to defined contribution plans and social security costs 18,310 15,970
Sales commission 34,903 31,284
Share-based payment (Note 26) 6,051 -
140,374 122,419

Capitalised as intangible assets (2,112) (1,861)
138,262 120,558

Note: No forfeited contribution is available to reduce the contribution payable in future year.

(@) Five highest paid individuals

The five individuals whose emoluments were the highest in the Group for the year ended 31 December
2023 include 3 directors (2022: 3 directors) whose emoluments are reflected in the analysis shown in Note
35. The emoluments payable to the remaining 2 individuals for the year (2022: 2 individuals) are as follows:

2023 2022

RMB’000 RMB’000

Wages, salaries and bonuses 1,262 1,092
Contribution to defined contribution plans and social

security costs 97 128

1,359 1,220

The emoluments fell within the following bands

Number of individuals
Year ended 31 December

2023 2022
HK$500,001 to HK$1,000,000 2 2
2 2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

10 FINANCE COST, NET

2023 2022
RMB’000 RMB’000
Finance cost:

Costs of funding (Note) (150,859) (131,381)
Interest expenses on other borrowings (11,547) (11,807)
Interest expenses on lease liabilities (732) (803)
(163,138) (143,991)

Finance income:
Bank interest income 647 228
Imputed interest income from deposits for borrowings 997 745
1,644 973
Finance cost, net (161,494) (143,018)

Note: Cost of funding represented finance cost for purchase of automobiles for lease

10.1 Accounting policies for borrowing costs

All borrowing costs are recognised in the consolidated statement of comprehensive income in the year
in which they are incurred. The interest expenses associated with the borrowings of the Group, including
cost of funding for lease and interest expenses for general operations, are recognised as finance costs.
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1

INCOME TAX EXPENSES

The income tax expenses of the Group is analysed as follows:

2023 2022
RMB’000 RMB'000

Income tax expenses
Current income tax 12,317 11,968
Deferred income tax (Note 31) 7,699 2,723
20,016 14,691

A reconciliation of the tax charge applicable to profit before income taxes using the applicable tax rates for

relevant tax jurisdictions to the tax expenses is as follows:

2023 2022
RMB’000 RMB’000
Profit before income tax 129,850 91,773
Tax calculated at PRC statutory income tax rate of 25% 32,463 22,943
Effect of preferential tax rates applicable to relevant jurisdictions/
group entities - (624)
Tax effects of:
Expenses not deductible for tax purposes 2,914 2,019
Income not taxable for tax purposes (15,237) (12,137)
Tax loss not recognised 750 1,250
Withholding tax (1,240) 1,240
Income tax on partnership dividends 366 -
20,016 14,691

For the year ended 31 December 2023, the weighted average applicable tax rate were 25% (2022: 24%). The
change in weighted average applicable tax rate from prior year was mainly caused by a change in mix of profits

earned or losses incurred by the group entities.

During the year ended 31 December 2023, income not taxable for tax purpose mainly represented the fair value

gain of ordinary shares with redemption right (2022: same).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1

INCOME TAX EXPENSES (Continued)

Cayman Islands Income Tax

The Company is incorporated under the law of the Cayman Islands as an exempted company with limited
liability under the Companies Act of the Cayman Islands and is not subject to Cayman Islands income tax.
British Virgin Islands Income Tax

Under the current laws of the British Virgin Islands (“BVI"), the BVI subsidiary is not subject to tax on its
income or capital gains. In addition, any payments of dividends are not subject to withholding tax in the BVI.
Hong Kong Income Tax

No Hong Kong profits tax was provided for as there was no estimated assessable profit that was subject
to Hong Kong profits tax during the year.

Withholding Tax

The Group is subject to withholding tax at the rate of 10% on the distributions of profits generated from the
Group’s PRC subsidiaries which are directly owned by the Group’s subsidiaries incorporated in Hong Kong.
PRC Enterprise Income Tax (“EIT")

The income tax of the Group in respect of its operations in the PRC was calculated at the tax rate of 25%
on the assessable profits for the year, other than one of the subsidiaries which was certified as High and
New Technology Enterprises (HNTE) and was entitled to concessionary tax rate of 15% for three consecutive
years from 2020 to 2022. Subsequently, this subsidiary did not renew the HNTE Certificate and therefore

the tax rate was changed to 25% from 2023.

12 EARNINGS PER SHARE

2023 2022
Profit attributable to owners of the Company (RMB’'000) 110,254 78,913
Weighted average number of ordinary shares in issue 364,748,469 339,118,802
Diluted impact on profit (RMB’'000) (96,394) (47,251)
Diluted profit attributable to owners of the Company (RMB’000) 13,860 31,662
Potential ordinary shares with dilutive effect 65,664,617 73,381,198
Weighted average number of issued ordinary shares for calculating
diluted profit per share 430,413,086 412,500,000
Profit per share
— Basic (RMB cents per share) 30.23 23.27
— Diluted (RMB cents per share) 3.22 7.68
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EARNINGS PER SHARE (Continued)

()

(ii)

Basic

Basic earnings per share is calculated by dividing the profit attributable to owners of the Company by the
weighted average number of ordinary shares in issue during the year ended 31 December 2023.

The weighted average number of shares in issue for the years ended 31 December 2023 and 2022 for the
purpose of earnings per share computation has been retrospectively adjusted for the effect of 23,564,727
shares issued under the share capitalisation issue on 9 November 2023, as if the capitalisation issue has
been completed on 1 January 2022.

The issue of 69,189,179 shares of the Company upon conversion of ordinary shares with redemption right
on 9 November 2023 and the 103,125,000 new shares issued on 9 November 2023 upon the Listing are
accounted for on a time portion basis when calculating the weighted average number of ordinary shares
in issue during the year.

Diluted

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive potential ordinary shares.

For the year ended 31 December 2023, the effect of ordinary share with redemption right was dilutive
and has been taken into account in the calculation of diluted EPS (2022: same).

For the year ended 31 December 2023, the effect of share options granted under the Pre-IPO Share Option
Scheme was dilutive and has been taken into account in the calculation of diluted EPS.

13 DIVIDEND

No dividend has been paid or declared by the Company during the year ended 31 December 2023 (2022: nil).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

14 PROPERTY AND EQUIPMENT

(a) Property and equipment

Right-of Office Auto- Leasehold
use assets Building  equipment mobiles improvement Total

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
As of 31 December 2021
Cost 48,451 4,638 10,329 511,206 26,069 600,693
Accumulated depreciation (34,515) (953) (7,934) (187,110) (17,043) (247,555)
Net book amount 13,936 3,685 2,395 324,096 9,026 353,138
For the year ended 31 December

2022

Opening net book amount 13,936 3,685 2,395 324,096 9,026 353,138
Addition 6,861 - 358 206,018 344 213,581
Depreciation charge (6,940) (145) (1,093) (86,845) (3,244) (98,267)
Transfer to inventories = = = (68,808) = (68,808)
Disposal (211) - (34) (31,695) = (31,940)
Closing net book amount 13,646 3,540 1,626 342,766 6,126 367,704
As of 31 December 2022
Cost 54,209 4,638 10,427 530,963 26,413 626,650
Accumulated depreciation (40,563) (1,098) (8,801) (188,197) (20,287) (258,946)
Net book amount 13,646 3,540 1,626 342,766 6,126 367,704
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

14 PROPERTY AND EQUIPMENT (Continued)

(a)

Property and equipment (Continued)

Right-of Office Auto- Leasehold
use assets Building  equipment mobiles improvement Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

For the year ended 31 December
2023

Opening net book amount 13,646 3,540 1,626 342,766 6,126 367,704
Addition 8,413 - 832 266,573 2,864 278,682
Depreciation charge (6,545) (145) (528) (104,324) (2,808) (114,350)
Transfer to inventories - - - (59,638) - (59,638)
Disposal (488) - (90) (43,753) - (44,331)
Closing net book amount 15,026 3,395 1,840 401,624 6,182 428,067
As of 31 December 2023
Cost 61,107 4,638 10,862 634,062 29,277 739,946
Accumulated depreciation (46,081) (1,243) (9,022) (232,438) (23,095) (311,879)
Net book amount 15,026 3,395 1,840 401,624 6,182 428,067

As at 31 December 2023, automobiles of RMB388,635,000 (2022: RMB324,702,000) were subject to

operating leases.

Depreciation expenses have been charged to the consolidated statement of comprehensive income as

follows:

2023 2022

RMB’000 RMB'000

Cost of revenue 98,762 83,357
Selling and marketing expenses 8,251 7,376
Administrative expenses 7,337 7,534
114,350 98,267
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

14 PROPERTY AND EQUIPMENT (Continued)

(a) Property and equipment (Continued)

(i)  Non-current assets pledged as security
Refer to Note 29 for information on non-current assets pledged as security by the Group.

(b) Leases

This note provides information for leases where the Group is a lessee.

(i)  Amounts recognised in the consolidated statement of financial position
The consolidated statement of financial position shows the following balances relating to the leases:

2023 2022
RMB’000 RMB’000

Right-of-use assets
Office and shop premises 14,673 13,512
Staff quarters 43 114
Car parks 310 20
15,026 13,646

Lease liabilities

Current 6,759 6,087
Non-current 8,137 7,769
14,896 13,856

Additions to the right-of-use assets during the year ended 31 December 2023 amounted to
RMB8,413,000 (2022: RMB6,861,000) representing the lease of office and shop premises, staff
quarters and car parks.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

14 PROPERTY AND EQUIPMENT (Continued)

(b) Leases (Continued)

(ii)

Amounts recognised in the consolidated statement of financial position
The consolidated statement of comprehensive income shows the following amounts relating to

the leases:
2023 2022
RMB’000 RMB'000
Depreciation charge of right-of-use assets (Note 8) 6,545 6,940
Expenses relating to short-term leases (Note 8) 2,935 2,584
Interest expense (Note 10) 732 803
10,212 10,327
Depreciation expenses related to right-of-use assets are recognised as below:
2023 2022
RMB’000 RMB'000
Right-of-use assets
Office and shop premises 6,267 6,853
Staff quarters 71 82
Car parks 207 5
6,545 6,940

The total cash outflow for leases for the year ended 31 December 2023 amounted to RMB19,395,000

(2022: RMB11,642,000).

14.1 Accounting policies for property, plant and equipment

(a)

Depreciation methods and useful lives

Depreciation is calculated using the straight-line method to allocate their cost or revalued amounts,

net of their residual values, over their estimated useful lives as follows:

Right-of-use assets Shorter of lease term or useful life
Building 30 years

Office equipment 5 years

Leasehold improvement Shorter of lease term or 5 years
Automobiles 5-8 years
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14 PROPERTY AND EQUIPMENT (Continued)

14.1 Accounting policies for property, plant and equipment (Continued)

(b)

The Group's leasing activities and how these are accounted for
The Group leases various properties including office, and shop premises, staff quarters and car parks.

Leases entered by the Group are generally with lease term of 1 to 7 years without renewal option.
The lease agreements do not impose any covenants other than the security interests in the leased
assets that are held by the lessors. Leased assets must not be used as security for borrowing purposes.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot
be readily determined, which is generally the case for leases in the group, the lessee’s incremental
borrowing rate is used, being the rate that the individual lessee would have to pay to borrow the
funds necessary to obtain an asset of similar value to the right-of-use asset in a similar economic
environment with similar terms, security and conditions.

To determine the incremental borrowing rate, the Group:

° where possible, uses recent third-party financing received by the individual lessee as a starting
point, adjusted to reflect changes in financing conditions since third party financing was
received;

° uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk for

leases held by the Group, which does not have recent third-party financing; and
° makes adjustments specific to the lease, e.g. term, country, currency and security.

If a readily observable amortising loan rate is available to the individual lessee (through recent
financing or market data) which has a similar payment profile to the lease, then the group entities
use that rate as a starting point to determine the incremental borrowing rate.

The Group is exposed to potential future increases in variable lease payments based on an index
or rate, which are not included in the lease liability until they take effect. When adjustments to
lease payments based on an index or rate take effect, the lease liability is reassessed and adjusted
against the right-of-use asset.

Right-of-use assets are generally depreciated over the shorter of the asset’s useful life and the lease
term on a straight-line basis. If the Group is reasonably certain to exercise a purchase option, the
right-of-use asset is depreciated over the underlying asset’s useful life. While the Group revalues
its land and buildings that are presented within property, plant and equipment, it has chosen not
to do so for the right-of-use buildings held by the Group.

Payments associated with short-term leases of equipment and vehicles and all leases of low-value
assets are recognised on a straight-line basis as an expense in profit or loss. Short-term leases are
leases with a lease term of 12 months or less without a purchase option. Low-value assets comprise
IT equipment and small items of office furniture.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

INTANGIBLE ASSETS

Self- Intangible
Computer developed assets under

software application development Total

RMB’'000 RMB’000 RMB’'000 RMB'000
As at 1 January 2022
Cost 7,269 52,493 831 60,593
Accumulated amortization (6,040) (30,432) - (36,472)
Net book amount 1,229 22,061 831 24,121
For the year ended 31 December 2022
Opening net book amount 1,229 22,061 831 24,121
Additions - - 11,272 11,272
Transfer upon completion - 9,406 (9,406) -
Amortisation charge (991) (12,623) = (13,614)
Closing net book amount 238 18,844 2,697 21,779
As at 31 December 2022
Cost 7,269 61,900 2,697 71,866
Accumulated amortization (7,031) (43,056) - (50,087)
Net book amount 238 18,844 2,697 21,779
For the year ended 31 December 2023
Opening net book amount 238 18,844 2,697 21,779
Additions - - 9,687 9,687
Transfer upon completion - 12,384 (12,384) -
Amortisation charge (233) (11,534) - (11,767)
Closing net book amount 5 19,694 - 19,699
As at 31 December 2023
Cost 7,269 74,284 - 81,553
Accumulated amortization (7,264) (54,590) - (61,854)
Net book amount 5 19,694 - 19,699
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INTANGIBLE ASSETS (Continued)

Amortisation expenses have been charged to profit or loss as follows:

2023 2022

RMB’000 RMB'000

Cost of revenues 414 1,652
Selling expenses 8,574 8,833
Administrative expenses 2,779 3,129
11,767 13,614

The intangible assets under development are generally completed within 1 year, and no amortisation is provided.

15.1 Accounting policies for intangible assets

(i)

(ii)

(iii)

Amortisation methods and periods
The Group amortises intangible assets with a limited useful life using the straight-line method over
the following periods:

Software 5 years
Self-developed applications 3 years

Acquired computer software

Separately acquired computer software are shown at historical cost. The computer software acquired
are recognised at fair value at the acquisition date. They have a finite useful life and are subsequently
carried at cost less accumulated amortisation and impairment losses.

Self-developed applications

Costs associated with maintaining self-developed applications are recognised as an expense as
incurred. Development costs that are directly attributable to the design and testing of identifiable
and unique software products controlled by the Group are recognised as intangible assets when
the following criteria are met:

° it is technically feasible to complete the product so that it will be available for use;

o it is technically feasible to complete the product and use or sell it;

o there is an ability to use or sell the products;

° it can be demonstrated how the products will generate probable future economic benefits;
o adequate technical, financial and other resources to complete the development and to use

or sell the products are available; and
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INTANGIBLE ASSETS (Continued)

15.1 Accounting policies for intangible assets (Continued)

(iii) Self-developed applications (Continued)

o the expenditure attributable to the products during its development can be reliably measured.

Directly attributable costs that are capitalised as part of the application product include the
application development employee costs and an appropriate portion of relevant overheads.

Research expenditure and development expenditure that do not meet the criteria in (b) above are
recognised as an expense as incurred. Development costs previously recognised as an expense are

not recognised as an asset in a subsequent period.

FINANCIAL INSTRUMENTS BY CATEGORY

2023 2022
RMB’000 RMB'000
Assets as per consolidated statement of financial position
Financial assets at fair value through profit or loss:
Interest in a partnership 20,024 21,647
Financial asset at amortised cost:
Finance lease receivables (Note 17) 1,656,601 1,470,331
Trade receivables (Note 18) 9,928 9,940
Deposits and other receivables 101,886 95,478
Amounts due from shareholders - 6,085
Restricted cash (Note 20(b)) 5,652 4,534
Cash and cash equivalents (Note 20(a)) 267,733 201,078
2,061,824 1,809,093
Liabilities as per consolidated statement of financial position
Financial liabilities at fair value through profit or loss:
Ordinary shares with redemption right - 163,129
Financial liabilities at amortised cost:
Borrowings (Note 29) 1,865,655 1,713,415
Amounts due to shareholders - 8,158
Lease liabilities (Note 14(b)) 14,896 13,856
Trade payables (Note 27) 135,520 105,860
Other payables (excluding advances from customers, contract
liabilities, staff costs and welfare accruals and other tax payables) 43,217 33,186
2,059,288 2,037,604
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17 FINANCE LEASE RECEIVABLES

The Group provides automobile financing lease services. Details of finance lease receivables as at year end are

as below:
2023 2022
RMB’000 RMB'000
Finance lease receivables
= Finance lease receivables, gross 2,109,522 1,842,123
— Unearned finance income (438,622) (358,496)
Finance lease receivables, net 1,670,900 1,483,627
Less: allowance for impairment of finance lease receivables (14,299) (13,296)
Carrying amount of finance lease receivables 1,656,601 1,470,331
Finance lease receivables, gross
— Within one year 917,475 752,427
— Between one and two years 646,771 597,330
— Between two and five years 545,276 492,366
2,109,522 1,842,123
Finance lease receivables, net
= Within one year 697,880 566,894
— Between one and two years 500,020 479,080
— Between two and five years 473,000 437,653
1,670,900 1,483,627
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCE LEASE RECEIVABLES (continued)

An ageing analysis of finance lease receivables is as follows:

2023 2022
RMB’000 RMB’000
Not past due 1,571,867 1,398,133
Past due
Up to 1T month 68,976 60,501
1 to 3 months 18,235 14,569
3 to 6 months 7,171 5,578
6 to 12 months 3,118 3,331
Over 12 months 1,533 1,515
Finance lease receivables 1,670,900 1,483,627
Less: allowance for impairment of finance lease receivables (14,299) (13,296)
Carrying amount of finance lease receivables 1,656,601 1,470,331

As of 31 December 2023, carrying amounts of the finance lease receivables are denominated in RMB and

approximate their fair values (2022: same).

Movements on the Group’s allowance for impairment of finance lease receivables are as follows:

2023 2022

RMB’000 RMB’000

At beginning of year 13,296 10,915
Recovery of finance receivables written-off 1,064 812
Charge for the year 3,573 4,520
Written-off (3,634) (2,951)
At end of year 14,299 13,296
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18

FINANCE LEASE RECEIVABLES (Continued)

17.1 Accounting policies for finance lease receivables

Leases where the Group has transferred substantially all risks and rewards incidental to ownership of the
leased assets to the lessees are classified as finance leases. When the Group earns a selling profit from
dealership of automobile under finance lease. The Group will recognise as sales revenue (Note 5(a)),
arising from the leased assets, at a lower of the fair value or present value of the minimum lease payments
computed at a market interest rate.

The leased asset is derecognised and the present value of the lease receivable is recognised on the
consolidated statement of financial position and included in finance lease receivables. The difference
between the gross receivables and the present value of the lease receivables is recognised as unearned
finance income.

Finance lease receivables that are factored out to financial institutions with recourse to the Group is not
derecognised until the recourse period has expired and the risk and rewards of the finance lease receivables
have been fully transferred.

TRADE RECEIVABLES

2023 2022

RMB’000 RMB'000

Trade receivables 11,002 10,567
Less: allowance for impairment of trade receivables (1,074) (627)
9,928 9,940

As of 31 December 2023, the carrying amounts of trade receivables were primarily denominated in RMB and
approximate their fair values (2022: same).

18.1 Accounting policies for trade receivables

Trade receivables are non-interest bearing and are generally on 15 to 30 days terms and therefore all
classified as current. The credit terms are assessed and approved on a case by case basis. Trade receivables
are recognised initially at the amount of consideration that is unconditional, unless they contain significant
financing components, when they are recognised at fair value. The Group holds the trade receivables
with the objective of collecting the contractual cash flows and therefore measures them subsequently at
amortised cost using the effective interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

18 TRADE RECEIVABLES (Continued)

18.1 Accounting policies for trade receivables (Continued)

An ageing analysis of trade receivables (net of allowance for impairment) based on invoice date is as follows:

2023 2022

RMB’000 RMB'000

Up to 3 months 8,444 9,052
3 to 6 months 974 445
Over 6 months 510 443
9,928 9,940

Movements on the Group's allowance for impairment of trade receivables are as follows:

2023 2022

RMB'000 RMB’000

At beginning of year 627 285
Charge for the year, net 447 342
At end of year 1,074 627
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

19 PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

2023 2022
RMB’000 RMB’000
Financial assets
Non-current assets:

Deposits 36,894 32,157
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 36,894 32157
Current assets:

Deposits 19,152 18,528

Purchase rebate receivables 5,820 4,880

Value added tax refund receivables 11,172 11,309

Other receivables 29,176 28,882

65,320 63,599
Less: allowance on impairment of other receivables (328) (278

64,992 63,321
Total financial assets 101,886 95,478
Current assets:

Prepayment for inventories 48,381 62,232

Prepayment for auto-insurance premium 46,915 42,499

Prepaid listing expenses - 5,173

Prepaid expenses 18,497 20,317

Other tax recoverable 81,477 70,823

Other prepayments 1,550 1,603
Total non-financial assets 196,820 202,647
Total prepayments, deposits and other receivables 298,706 298,125
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

20 CASH AND BANK BALANCE

(a) Cash and cash equivalents

2023 2022
RMB’000 RMB'000
Cash at licensed payment platforms (Note (i) 7,320 6,117
Cash at banks (Note (ii)) 260,413 194,961
267,733 201,078

Notes:
(i) Cash at licensed payment platforms, which are denominated in RMB, are deposited with major licensed payment

platforms in the PRC. The balances are unsecured and non-interest bearing.

(i) Cash at banks earns interest either at floating rates based on daily bank deposit rates or fixed rates determined

at deposit dates. The Group’s cash at banks are mostly denominated in RMB deposited with reputable banks
in the PRC with insignificant credit risk. As at 31 December 2023, the Group had cash at banks amounting to
RMB246,025,000 (2022: RMB194,701,000) held in the PRC. These cash at banks are subject to the rules and
regulations of foreign exchange control promulgated by the PRC government.

The carrying amounts of the Group’s cash at licensed payment platforms and cash at banks are denominated
in the following currencies:

2023 2022

RMB’000 RMB'000

RMB 239,379 200,768
HK$ 28,350 310
usD 4 _
267,733 201,078
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20 CASH AND BANK BALANCE (Continued)

21.

(b) Restricted cash

Cash that is restricted as to withdrawal for use or pledged as security is reported separately on the face of
the consolidated statement of financial position, and is not included in the total cash and cash equivalents
in the consolidated statement of cash flows (Note 32).

2023 2022
RMB’000 RMB’'000
Restricted cash 5,652 4,534

As at 31 December 2023, the Group's restricted cash was denominated in RMB and mainly comprised of
bank deposits pledged for bills payable (2022: same).

ASSETS CLASSIFIED AS HELD FOR SALE

The Group entered into an agreement with a third party regarding the potential partial disposal of Fujian Xidun
Automobile Service Co., Ltd. (“Fujian Xidun”, an indirect wholly-owned subsidiary of the Group) and received
a security deposit of RMB27,000,000. Accordingly, the following assets of Fujian Xidun were reclassified as held
for sale as at 31 December 2023. Subsequently, 53% of equity of interest in Fujian Xidun has been transferred
to the third party.

2023
RMB’000

Prepayment of acquisition of land use right 44,500

21.1 Accounting policies for assets classified as held for sale

Assets are classified as held for sale if their carrying amount will be recovered principally through a
sale transaction rather than through continuing use and a sale is considered highly probable. They are
measured at the lower of their carrying amount and fair value less costs to sell, except for assets such as
deferred tax assets, assets arising from employee benefits, financial assets and investment property that
are carried at fair value and contractual rights under insurance contracts, which are specifically exempt
from this requirement.

Assets are not depreciated or amortised while they are classified as held for sale.

Assets classified as held for sale are presented separately from the other assets in the consolidated statement
of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

INVENTORIES

2023 2022

RMB’000 RMB’000

Automobiles 175,192 197,625
Vehicle telematics equipment 2,406 2,106
177,598 199,731
Provision for inventories (7,622) (6,097)
169,976 193,634

Automobiles included new and repossessed automobiles. For the year ended 31 December 2023, the cost of
inventories recognised as expenses included in cost of revenue amounted to approximately RMB683,377,000

(2022: RMB595,601,000).

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

2023 2022
RMB’000 RMB'000
Interest in a partnership 20,024 21,647

Particulars of the partnership are as follows:

Proportion of
issued shares/

registered
Place of Principal place of Measurement capital held
Name of entity incorporation operation method by the Group  Principal activities
MMEREHEFREER The PRC The PRC Fair value through 33.33%  Investment in electric

rREREER) profit and loss

car charging ports

The limited partnership had a finite life of 7 years. The net assets value of the partnership will be distributed to
the partners in proportion to the respective contribution ratio at the end of its term. The Group does not have
control or significant influence over the limited partnership as a limited partner. As such, the interest in the limited

partnership is measured at fair value through profit and loss.
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SHARE CAPITAL

Number of
ordinary shares Share capital nominal value
HK$'000 RMB'000
Authorised:
At 1 January 2022, 31 December 2022 and
1 January 2023 1,000,000,000 10,000 9,016
Creation of shares (Note a) 3,000,000,000 30,000 27,496
At 31 December 2023 4,000,000,000 40,000 36,512
Issued and fully paid:
At 1 January 2022, 31 December 2022 and
1 January 2023 319,746,094 3,198 2,858
Conversion of ordinary shares with
redemption right into ordinary shares 69,189,179 691 635
Capitalisation issue (Note b) 23,564,727 236 216
Issuance upon Listing 103,125,000 1,031 948
At 31 December 2023 515,625,000 5,156 4,657
Number of
ordinary shares Share capital nominal value
HK$’'000 RMB’000
Ordinary share with redemption right as
financial liabilities (Note 30)
At 1 January 2022, 31 December 2022 and
1 January 2023 69,189,179 691 635
Conversion of ordinary shares with
redemption right into ordinary shares (69,189,179) (691) (635)
At 31 December 2023 - - -
Total 515,625,000 5,156 4,657

Note a: Pursuant to the shareholders resolution passed on 9 October 2023, the Company’s authorised share capital was
increased from HK$10,000,000 divided into 1,000,000,000 shares of HK$0.01 each to HK$40,000,000 divided into
4,000,000,000 shares of HK$0.01 each by the creation of an additional 3,000,000,000 shares of HK$0.01 each.

Note b:On 9 November 2023, an amount of HK$236,000 standing to the credit of the share premium account of the Company
was applied in paying up in full at par 23,564,727 shares, such shares were allotted and issued to the then shareholders
of the Company as at 9 October 2023 on a pro rata basis.
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OTHER RESERVES AND RETAINED EARNINGS

Statutory
Share Capital Exchange reserve Retained
premium reserve reserve (Note a) Others  earnings Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Balances as at 1 January 2022 326,067 (23,505) 15,978 35,094 - 78,812 432,446
Profit for the year - - - - - 78,913 78,913
Exchange difference arising from
translation of functional currency to
presentation currency - - (16,412) - - - (16,412)
Changes in fair value of ordinary shares
with redemption right due to own
credit risk - - - - 2,432 - 2,432
Transfer to statutory reserve - - - 3,774 - (3,774) -
Balances as at 31 December 2022 326,067 (23,505) (434) 38,868 2,432 153,951 497,379
Share-
Statutory based
Share  Capital Exchange  reserve payment Retained
premium  reserve  reserve (Notea)  reserve Others  earnings Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Balances as at 1 January 2023 326,067 (23,505) (434) 38,868 - 2,432 153,951 497,379
Profit for the year - - - - - - 110,254 110,254
Exchange difference arising from translation
of functional currency to presentation
currency - - (1,763) - - - - (1,763)
Changes in fair value of ordinary shares with
redemption right due to own credit risk = = = = = (203) = (203)
Conversion of convertible redeemable
preferred shares to ordinary shares 69,258 - - - - - - 69,258
Share-based payment (Note 26) - - - - 6,051 - - 6,051
Issuance of ordinary shares relating to initial
public offering, netting of underwriting
commissions and other issuance costs 90,076 - - - - - - 90,076
Capitalisation issue (216) - - - - - - (216)
Transfer of accumulated changes in fair value
due to own credit risk upon derecognition
of ordinary shares with redemption right - - - - - (2,229 2,229 -
Transfer to statutory reserve - - - 4,278 - - (4,278) -
Balances as at 31 December 2023 485,185  (23,505) (2,197) 43,146 6,051 - 262,156 770,836
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OTHER RESERVES AND RETAINED EARNINGS (Continued)

Notes:

(a) In accordance with the relevant applicable PRC regulations, the PRC subsidiaries are required to appropriate to reserve
fund an amount of not less than 10% of the profit after income tax, calculated based on the PRC accounting standards.
Should the accumulated total of this reserve fund reaches 50% of the registered capital of the PRC subsidiaries, the
subsidiaries will not be required to make any further appropriation. The reserve fund can only be used, upon approval
by the shareholders’ meeting or similar authorities, to offset accumulated losses or increase capital.

(b) On 9 November 2023, upon the Listing on the Main Board of the Stock Exchange, the Company issued 103,125,000
new ordinary shares at par value of HK$0.01 per share for cash consideration of HK$1.1 each, and raised gross proceeds
of approximately HK$113,440,000 (equivalents to approximately RMB104,180,000). The nominal value of the share
capital was approximately HK$1,031,000 (equivalents to approximately RMB948,000), and share premium arising from
the issuance was approximately HK$98,920,000 (equivalents to approximately RMB90,076,000), after netting off share
issuance costs of approximately HK$14,510,000 (equivalents to approximately RMB13,156,000).

SHARE-BASED PAYMENT

During the year ended 31 December 2023, the board of directors of the Company approved the establishment of
a Pre-IPO Share Incentive Plan (the “Pre-IPO Share Incentive Plan”) with the purpose of motivating, attracting
and retaining those individuals for outstanding performance to generate superior returns to the shareholders
of the Group. The maximum aggregate number of shares which may be issued pursuant to the Pre-IPO Share
Incentive Plan is 38,671,875 ordinary shares.

The share options have graded vesting terms, and will be vested from the grant date over five financial years on
the condition that employees remain in service together with a performance requirement.

The options may be exercised at any time after the IPO of the Company provided the options have vested and
subject to the terms of the Pre-IPO Share Incentive Plan. The options are exercisable for a maximum period of five

years after the date of grant, i.e. 17 October 2028. The exercise price per option is HK$0.55.

Set out below is a summary of the options granted under the plan:

Weighted

average exercise

Number of price per

share options share option

Granted during the year 38,199,000 HK$0.55
Forfeited during the year (1,810,000) HK$0.55
Outstanding as at 31 December 2023 36,389,000 HK$0.55
Vested and exercisable at 31 December 2023 5,830,000 HK$0.55
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SHARE-BASED PAYMENT (Continued)

Share options outstanding at the end of the year have the following expiry date and exercise price:

Exercise Vesting
Grant date Expiry date price year 2023 2022

18 October 2023 17 October 2028 HK$0.55 20% for each of 36,389,000 -
the financial year
since 31 December
2023

Based on the fair value of the underlying ordinary shares of the Company, the Group has used Binomial model
to determine the fair value of the share options as of the grant date. Key assumptions are set as below:

2023
Equity value per share (in HK$) 1.10
Exercise price (in HK$) 0.55
Option value per shares (in HK$) 0.62
Risk free interest rate 4.20%
Expected life 5 years
Expected volatility 45.00%
Dividend yield 0.00%
Expenses arising from share-based payment transactions for the year:
2023 2022
RMB’000 RMB’000

Pre-IPO Share Incentive Plan

6,051 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

27 TRADE PAYABLES

2023 2022

RMB’000 RMB'000

Trade payables 135,520 64,493
Bills payables - 41,367
135,520 105,860

Trade payables approximate their fair values and are denominated in RMB
trade purchase is generally 30 to 90 days.

An ageing analysis of trade payables based on invoice date is as follows:

. The average credit period taken for

2023 2022
RMB’000 RMB'000
Up to 3 months 128,830 62,296
3 to 6 months 5,532 52
Over 6 months 1,158 2,145
135,520 64,493

28 OTHER PAYABLES AND ACCRUALS
2023 2022
RMB’000 RMB'000
Advance receipt from potential customers 6,734 7,223
Contract liabilities (Note 5) 274 910
Staff costs and welfare accruals 22,218 21,601
Other tax payables 647 6,079
Deposit from lessees 31,138 18,688
Accrued listing expenses - 5,311
Dividend payable 3,365 3,365
Advance receipt for scrap sales of inventories 5,291 6,083
Deposits for transfer of equity interest of a subsidiary (Note a) 27,000 -
Others 13,315 9,679
109,982 78,939

Note a:In December 2023, the Group had received security deposits from a third party for a potential disposal of 53% equity
interest in Fujian Xidun (a wholly-owned subsidiary of the Group) (Note 19). The disposal was subsequently completed

in January 2024 and the deposits were refunded.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BORROWINGS
2023 2022
RMB’000 RMB'000
Bank borrowings, secured 79,378 23,077
Bank borrowings, unsecured 21,613 16,182
Other borrowings, secured 1,726,666 1,609,668
Other borrowings, unsecured 37,998 64,488
1,865,655 1,713,415
Less: non-current portion (945,709) (884,842)
Current portion 919,946 828,573

Other borrowings represented borrowings from non-banking financial institutions and individual lenders. The

borrowings are repayable as follows:

2023 2022

RMB’000 RMB'000

Within 1 year 919,946 828,573
Between 1 and 2 years 533,918 510,668
Between 2 and 5 years 411,791 374,174
At end of the year 1,865,655 1,713,415

As of 31 December 2023, the borrowings are denominated in RMB and the carrying amounts approximate their

fair values (2022: same).

The weighted average effective interest rates as at year end are as follows:

2023 2022

RMB’000 RMB'000

Bank borrowings, secured 6.94% 7.00%
Bank borrowings, unsecured 7.29% 7.45%
Other borrowings, secured 8.38% 8.59%
Other borrowings, unsecured 8.75% 9.25%
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BORROWINGS (Continued)

As at 31 December 2023, the Group’s borrowings of RMB1,806,044,000 (2022: RMB1,632,745,000) were secured
by personal guarantee and indemnity provided by the directors, 50% equity interest in Fujian Xidi Automobile
Service Co., Ltd. (“Fujian Xidi"), and certain assets of the Group as summarised below.

2023 2022

RMB’000 RMB'000

Property and equipment 369,645 255,097
Deposits for borrowings (Note 19) 48,302 40,186
Inventories 105,016 116,143
Finance lease receivables 1,621,112 1,358,175

ORDINARY SHARES WITH REDEMPTION RIGHT

Pursuant to the Investment Agreements entered into between Xixiangfeng Finance Lease Group Co., Ltd. (“XXF
Group”) and two Pre-IPO investors (namely “Pre-IPO Investor 1 and Pre-IPO Investor 2"), XXF Group issued
34,106,250 ordinary shares with redemption right at the subscription price of approximately RMB2.35 per
ordinary share for a total consideration of RMB80,000,000 to Pre-IPO Investor 1 and Pre-IPO Investor 2 (together
"Series A Shares”). Also, in connection with Pre-IPO Investor 2's acquisition of 21,316,406 ordinary shares from
Hangzhou Chain Reaction at the same time, XXF Group has granted Pre-IPO Investor 2 the same redemption right
in relation to the transferred shares (“Series B Shares”) at no consideration, the impact of which is immaterial.

On 2 December 2019, pursuant to the agreement entered between Pre-IPO Investor 1 and the Group, the Company
issued and allotted 6,821,250 ordinary shares with redemption right (“Series C1 Shares”) at RMB2.93 per share
totaling RMB20,000,000, the impact of which is immaterial as the issuance price is approximated to the fair value
of the ordinary shares with redemption right.

On 10 June 2021, the Group entered into an agreement with Pre-IPO Investor 1 whereby the Company issued and
allotted 6,945,273 ordinary shares with redemption right (“Series C2 Shares”) at RMB2.88 per share totaling
RMB20,000,000. The issuance price is approximated to the fair value of the ordinary shares with redemption right.

XXF Group Holdings Limited
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ORDINARY SHARES WITH REDEMPTION RIGHT (Continued)

The ordinary shares with redemption right are designated as financial liabilities at fair value through profit or loss.
They are initially recognised at fair value. Any directly attributable transaction costs are recognised at finance
costs in profit or loss.

Subsequent to initial recognition, the ordinary shares with redemption right are carried at fair value with changes
in fair value recognised in profit or loss, except for the effects of changes in the liability’s credit risk that should
be charged to other comprehensive income.

All ordinary shares with redemption right were converted into ordinary shares upon completion of the Listing of
the Company on 9 November 2023. The cumulative loss recognised in other comprehensive income related to the
ordinary shares with redemption right due to changes of fair value in the liability’s credit risk of RMB2,229,000
was transferred from other reserves to accumulated losses upon the Listing. The fair value of each ordinary share
with redemption right at the conversion date is the offer price of new shares (HK$1.1 per share) in the Listing.

DEFERRED INCOME TAX

The analysis of deferred income tax assets is as follows:

2023 2022
RMB’000 RMB’000

Deferred income tax (liabilities)/assets:
To be recovered after more than 12 months (5,704) 3,357
To be recovered within 12 months 1,905 543
(3,799) 3,900

The gross movements on the deferred income tax account during the year are as follows:

2023 2022

RMB’000 RMB’'000

At the beginning of the year 3,900 6,623
Charged to consolidated statement of comprehensive income (7,699) (2,723)
At end of the year (3,799) 3,900
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 DEFERRED INCOME TAX (Continued)

Deferred tax assets/(liabilities)

The movements in deferred income tax assets and liabilities during the year, without taking into consideration

the offsetting of balances within the same tax jurisdiction, are as follows:

Provision for Accelerated  Decelerated
receivable tax tax Withholding

and inventory Provision  depreciation  depreciation  Tax losses tax Others Total

RMB'000 RMB'000 RMB'000 RIMB'000 RIMB'000 RMB000 RMB'000 RMB'000

At 1 January 2022 481 6,474 (10,530) 2,198 2,846 - 813 6,623
Credited/ (charged) to consolidated statement

of comprehensive income 510 1161 (1,831) 1684 (2,367) (1,240) (640) 2,723)

At 31 December 2022 5332 7,635 (12,361) 3,882 479 (1.240) 173 3,900

At 1 January 2023 5332 1,635 (12,361) 3,882 479 (1,240) 173 3,900
Credited/ (charged) to consolidated statement

of comprehensive income 493 (7,635) (6,484) 2,894 754 1,240 1,034 (7,699)

At 31 December 2023 5,830 - (18,845) 6,776 1,233 - 1,207 (3,799)

Deferred income tax assets are recognised for deductible temporary differences to the extent that the realisation
of the related tax benefits through future taxable profits is probable.

The Group did not recognise deferred income tax assets of RMB7,902,000 (2022: RMB7,923,000), in respect of
tax losses amounted to RMB32,154,000 (2022: RMB32,729,000) as at 31 December 2023, as it is not certain that
future taxable profits against which the tax losses can be utilised will be available in the relevant tax jurisdiction

and entities.

The expiry date of these tax losses are as follows:

2023 2022

RMB’000 RMB’000

Within one year 5,867 3,336
Between two to five years 25,491 28,597
No expiry date 796 796
32,154 32,729
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DEFERRED INCOME TAX (Continued)

Deferred tax assets/(liabilities) (Continued)

As at 31 December 2023, deferred income tax liability has not been provided for in the consolidated financial
statements in respect of temporary differences attributable to unremitted profits earned by certain PRC subsidiaries
of the Group amounting to approximately RMB12,700,000 (2022: RMB10,735,000) as the Group is able to control
the timing of the reversal of the temporary differences and it is probable that the temporary differences will not

reverse in the foreseeable future.

NOTES TO CONSOLIDATED STATEMENT OF CASH FLOWS

(a) Cash generated from operations

2023 2022
RMB’000 RMB’'000
Profit before income tax 129,850 91,773
Adjustment for:
Provision for credit losses 4,526 4,877
Provision for inventories 9,859 6,886
Depreciation 114,350 98,267
Amortization of intangible assets 11,767 13,614
Loss on disposals of property and equipment 3,749 2,062
Fair value gain on ordinary shares with redemption
right (96,394) (47,251)
Fair value loss/(gain) on financial assets through profit or loss 1,623 (1,998)
Finance income (1,644) (973)
Finance cost 163,138 143,991
Operating cash flow before changes in working capital 340,824 311,248
Increase in trade and other receivables and finance lease
receivables (170,198) (207,693)
Increase in trade and other payables 52,612 38,485
(Increase)/decrease in restricted cash (1,118) 466
Increase in inventories (46,507) (58,637)
Cash generated from operations 175,613 83,869
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

32 NOTES TO CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

(b) Disposal of property and equipment

2023 2022

RMB’000 RMB’000

Proceeds 40,545 29,823
Early termination of leases of premises 37 55
Net book value of disposed property and equipment (Note 14) (44,331) (31,940)
Loss on disposals (3,749) (2,062)

(c) Reconciliation of cash used in purchase of property and equipment

2023 2022
RMB’000 RMB’000

Total property and equipment addition during the year

(Note 14) 278,682 213,581
Less: transfer from inventory to property and equipment (119,944) (68,808)
Less: addition of right-of-use assets (Note 14) (8,413) (6,861)
Cash used in purchase of property and equipment during

the year 150,325 137,912
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

32 NOTES TO CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

(d) Cash flow information — Financing activities

Borrowings

2023 2022
RMB’000 RMB’'000
At the beginning of year 1,713,415 1,382,822
Non-cash movements
Interest 162,406 143,188
Discount effect of deposits for borrowings (440) 1,259
Non-cash repayment of borrowing (Note 32 (e)) - (6,343)
Cash flow from operating Activities
Interest paid (162,045) (142,660)
Cash flow from financing activities
Addition 1,315,916 1,338,324
Repayment (1,163,597) (1,003,175)
At the end of year 1,865,655 1,713,415
Lease liabilities
2023 2022
RMB’000 RMB’000
At the beginning of year 13,856 14,305
Non-cash movements
Addition 8,413 6,861
Interest 732 803
Write-off (37) (55)
Cash flow from operating activities
Interest paid (732) (803)
Cash flow from financing activities
Repayment (7,336) (7,255)
At the end of year 14,896 13,856
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

32 NOTES TO CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

(d)

(e)

Cash flow information — Financing activities (Continued)

Ordinary shares
with redemption right

2023 2022
RMB’000 RMB'000
At the beginning of year 163,129 196,640
Cash flow from financing activities
Non-cash movement
Fair value changes through profit or loss (96,394) (47,251)
Fair value change due to own credit risk 203 (2,432)
Exchange difference arising from translation 2,955 16,172
Conversion of ordinary shares with redemption right into
ordinary shares (69,893) =
At the end of year - 163,129
Amount due to shareholders
2023 2022
RMB’000 RMB’'000
At the beginning of year 8,158 7,467
Payment to shareholders (8,090) -
Non-cash movements Exchange difference (68) 691
At the end of year - 8,158

Major non-cash transactions

During the year ended 31 December 2023, there were no major non-cash transactions. During the year
ended 31 December 2022, the Group and an individual lender mutually agreed to off-set the borrowing
of RMB6,343,000 with the redemption amount of certain asset-backed securities.

33 CONTINGENT LIABILITIES

The Group had no material contingent liabilities as at 31 December 2023 and 2022.
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RELATED PARTY TRANSACTIONS

The following significant transactions were carried out between the Group and its related parties during the year.
In the opinion of the directors of the Company, the related party transactions were carried out in the normal
course of business and at terms negotiated between the Group and the respective related parties.

(a)

The directors of the Company are of the view that the following companies were related parties that had
transactions or balances with the Group during the year:

Related party

Relationship with the Group

Ningde Public Transport Company Limited
("BEETLARIBERRAF")

Shenghui Logistic Group Co., Ltd.
("BEYREBERAR")

Ningde Yongsheng Property Management
Co., Ltd. ("EBEMKBRYEEEFRAA")

A related company controlled by a non-controlling
shareholder of a subsidiary with significant
influence

A company controlled by a director of the Company

A company controlled by a director of the Company

2023 2022
RMB’000 RMB’000
Lease payment (Note i)
= Ningde Public Transport Company Limited 289 140
= Shenghui Logistic Group Co. Ltd. 870 869
— Ningde Yongsheng Property Management Co. Ltd. 11 12
1,170 1,021
Property management fee (Note ij)
= Ningde Yongsheng Property Management Co., Ltd. 121 120
Addition of right-of-use asset (Note Jii)
= Ningde Public Transport Company Limited 180 -
Notes:
(i) Lease payment is charged in accordance with the agreement entered into between the Group and the related
party.
(i) Management fee is charged in accordance with the agreement entered into between the relevant parties.
(iii) Addition of right-of-use asset from related companies was conducted in the normal course of business at prices

and terms as agreed between the Group and the related party.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

34 RELATED PARTY TRANSACTIONS (Continued)

(b) Balances with related parties

2023 2022
RMB'000 RMB’000
Right-of-use asset (trade nature)

—Ningde Public Transport Company Limited 170 249
—Shenghui Logistic Group Co. Ltd. - 427
170 676

Lease liabilities (trade nature) (Note)
—Ningde Public Transport Company Limited 154 288
—Shenghui Logistic Group Co. Ltd. - 579
154 867

Note: Lease liabilities are settled in accordance with the agreement entered into between the Group and the related

party.

(c) Key management compensation

2023 2022

RMB’'000 RMB’000

Salaries, bonuses, allowances and benefits in kind 4,163 2,548
Retirement benefit costs—defined contribution plans 225 220
4,388 2,768

XXF Group Holdings Limited



35 BENEFITS AND INTERESTS OF DIRECTORS

(a) Directors’ remuneration

Pension
Salaries, cost-defined  Share-based
Director’s wages and  contribution compensation
fees bonuses plan expenses Total
RMB’000 RMB’'000 RMB'000 RMB'000 RMB'000
For the year ended
31 December 2022:
Executive directors
Huang Wei - 1,004 74 - 1,078
Ye Fuwei - 1,039 74 - 1,113
Zhang Jinghua - 506 71 - 577
Non-executive directors
Liu Wei - - - - -
Xu Rui - - - - -
Total - 2,549 219 - 2,768
Pension
Salaries, cost-defined  Share-based
Director’s wages and  contribution compensation
fees bonuses plan expenses Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
For the year ended
31 December 2023:
Executive directors
Huang Wei - 1,004 75 693 1,772
Ye Fuwei - 1,004 75 691 1,770
Zhang Jinghua - 506 75 182 763
Non-executive directors
Liu Wei - - - - -
Xu Rui - - - - -
Independent non-executive
directors
Fung Che Wai, Anthony - 31 - - 31
Chen Shuo - 21 - - 21
Wu Fei - 31 - - 31
Total - 2,597 225 1,566 4,388
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

35 BENEFITS AND INTERESTS OF DIRECTORS (Continued)

36

(a)

(b)

(c)

(d)

(e)

(f)

Directors’ remuneration (Continued)

During the year ended 31 December 2023, the non-executive directors had not received any remuneration
(2022: nil).

Directors’ retirement benefits

None of the directors received or will receive any retirement benefits during the year ended 31 December
2023 (2022: nil).

Directors’ termination benefits

None of the directors received or will receive any termination benefits during the year ended 31 December
2023 (2022: nil).

Consideration provided to third parties for making available directors’
services

During the year ended 31 December 2023, the Company did not pay consideration to any third parties

for making available directors’ services. (2022: nil)

Information about loans, quasi-loans and other dealings in favour of
directors, controlled bodies corporate by and connected entities with
such directors

There are no loans, quasi-loans and other dealing in favour of directors during the year ended 31 December
2023 (2022: nil).

Directors’ material interests in transactions, arrangements or contracts

No significant transactions, arrangements and contracts in relation to the Company’s business to which
the Company was a party and in which a director of the Company had a material interest, whether directly
or indirectly, subsisted at the end of the year or at any time during the year ended 31 December 2023
(2022: nil).

CAPITAL COMMITMENT

2023 2022
RMB’000 RMB'000

Contracted for:
— Acquisition of land use right 44,500 -
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PARTICULARS OF SUBSIDIARIES

Effective interest

Place and Principal activities held by the Group
date of and place of Registered as at 31 December
Company name incorporation operation capital 2023 2022
Directly held:
Celestial Bonanza Group Limited BVI Investment holding, USD50,000 100% 100%
BVI
Indirectly held:
XXF Group (Hong Kong) Limited HK Investment holding, HK$5 100% 100%
HK
XXF Group PRC Leasing service, PRC  RMB410,168,750 100% 100%
Fujian Shengi Financial Lease Co., PRC Leasing service, PRC RMB10,000,000 100% 100%
Ltd.* (“Fujian Shenqi"”)
Fujian Xigi Automobile Sale Co., Ltd.* PRC Trading of RMB10,000,000 100% 100%
("Fujian Xiqi") automobile, PRC
Fujian Lvyi Information Technology Co., PRC Information RMB50,000,000 100% 100%
Ltd.* (“Fujian Lvyi") technology, PRC
Fujian Anxin Second- hand Car Market ~ PRC Dormant, PRC RMB10,000,000 N/A N/A
Co., Ltd.* (“Fujian Anxin")
Fujian Xidun PRC Information RMB50,000,000 100% 100%
technology, PRC
Fujian Qoocar Information Technology PRC Information RMB10,000,000 100% 100%
Co., Ltd.* (“Fujian Qoocar”) technology, PRC
Fujian ZyooCar Technology Co., Ltd.* PRC Leasing service, PRC RMB50,000,000 51% 51%
("Fujian ZyooCar")
Xixiangfeng (Xiamen) Automobile PRC Leasing service, PRC RMB 10,000,000 100% 100%
Service Co., Ltd.*
(“Xiamen Xixiangfeng”)
Fujian Taogi Internet Technology PRC Information RMB50,000,000 100% 100%
Co., Ltd.* ("Taoqi Internet”) technology, PRC
Fujian Taogi Yuncar Information PRC Information RMB10,000,000 100% 100%
Consultancy Co., Ltd.* technology, PRC
(“Taoqi Yuncar”)
Guoxin Zhonglian (Fuzhou) Automobile ~ PRC Leasing service, PRC RMB50,000,000 100% 100%
Service Co., Ltd.*
("Guoxin Zhonglian”)
Fujian Xidi PRC Leasing service, PRC  RMB170,000,000 100% 100%
PRC Insurance agency RMB10,000,000 100% 100%

j
Fujian Heqi Technology Co., Ltd.*
("Fujian Heqi")

service, PRC
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Company name

Place and
date of
incorporation

PARTICULARS OF SUBSIDIARIES (Continued)

Principal activities
and place of
operation

Registered
capital

Effective interest
held by the Group
as at 31 December

2023

2022

Tianjin Xidi Automobile Service Co.,

Ltd.* (“Tianjin Xidi")

Taizhou Xidi Automobile Service Co.,
Ltd.* (“Taizhou Xidi")

Shaoxing Xidi Automobile Service Co.,
Ltd.* (“Shaoxing Xidi")

Fujian Xiyun New Energy Technology
Co., Ltd.* (“Fujian Xiyun")

Fujian Xitu Technology Co., Ltd.*

("Fujian Xitu")

Shanxi Zhonghong Automobile Service
Co., Ltd.* (“Shanxi Zhonghong")
Guangdong Minyue Automobile Service
Co., Ltd.* (“Guangdong Minyue")
Nanning Xidi Automobile Hailing
Operation Service Co., Ltd.*

("Nanning Xidi")

Zhongshan Xidi Automobile Service Co.,
Ltd.* (“Zhongshan Xidi")

Putian Xidi Network Car Appointment
Service Co., Ltd.* (“Putian Xidi")
Zhoushan Xidi Automobile Service Co.,
Ltd.* (“Zhoushan Xidi")

Zhu Zhou Xidi Automobile Service Co.,
Ltd.* (“Zhu Zhou Xidi")

An Qing Xidi Automobile Service Co.,
Ltd.* (“An Qing Xidi")

Wu Xi Xidi Automobile Service Co.,

Ltd.* ("Wu Xi Xidi")

Tangshan Xigi Automobile Sales Co.,
Ltd.* (“Tangshan Xiqi")

Xin Jiang Xigi Automobile Sales Co.,
Ltd.* (“Xin Jiang Xiqi")

Dong Guan Xidi Automobile Service Co.,
Ltd.* ("Dong Guan Xidi")

Kunming Xidi Network Car Service Co.,
Ltd.* (“Kunming Xidi")

PRC

PRC

PRC

PRC

PRC

PRC

PRC

PRC

PRC

PRC

PRC

PRC

PRC

PRC

PRC

PRC

PRC

PRC

Leasing service, PRC
Leasing service, PRC
Leasing service, PRC
Dormant, PRC
Information
technology, PRC
Leasing service, PRC

Leasing service, PRC

Leasing service, PRC

Leasing service, PRC
Operating lease, PRC
Operating lease, PRC
Operating lease, PRC
Operating lease, PRC
Operating lease, PRC
Car sales, PRC

Car sales, PRC

Operating lease, PRC

Operating lease, PRC

RMB10,000,000

RMB 10,000,000

RMB 10,000,000

RMB25,000,000

RMB10,000,000

RMB 10,000,000

RMB10,000,000

RMB10,000,000

RMB 10,000,000

RMB10,000,000

RMB10,000,000

RMB 10,000,000

RMB10,000,000

RMB10,000,000

RMB 10,000,000

RMB10,000,000

RMB10,000,000

RMB 10,000,000

100%

100%

100%

N/A

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

N/A

100%

100%

100%

100%

100%

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A
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PARTICULARS OF SUBSIDIARIES (Continued)

Effective interest

Place and Principal activities held by the Group
date of and place of Registered as at 31 December
Company name incorporation operation capital 2023 2022
Nan Tong Xigi Automobile Sales Co., PRC Car sales, PRC RMB10,000,000 100% N/A
Ltd.* (“Nan Tong Xiqi")
Yin Chuan Xidi Automobile Service Co., PRC Operating lease, PRC RMB10,000,000 100% N/A
Ltd.* (“Yin Chuan Xidi")
Jia Xing Xidi Automobile Service Co., PRC Operating lease, PRC ~ RMB10,000,000 100% N/A
Ltd.* (“Jia Xing Xidi")
Fu Jian Cheyijia Automobile Sales Co., PRC Car sales, PRC RMB50,000,000 100% N/A
Ltd.* (“Fu Jian Cheyijia")
Fu Jian Cheyixing Technology Co., Ltd.* ~ PRC Information RMB50,000,000 100% N/A
("Fu Jian Cheyixing") technology, PRC
Mao Ming Xigi Automobile Sales PRC Car sales, PRC RMB10,000,000 100% N/A
Co., Ltd* ("Mao Ming Xiqi")
Jie Yang Xidi Network Car Service PRC Operating lease, PRC ~ RMB10,000,000 100% N/A
Co., Ltd* ("Jie Yang Xidi")
* The English name of companies established in the PRC are translations of their Chinese names at the best effort of the

directors of the Company as they do not have official English names.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

38 BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY

As at 31 December

2023 2022

RMB’000 RMB’000
Assets
Non-current asset
Investment in a subsidiary 823,019 1,095,671
Property and equipment 1,429 -
e .......824,448 1,095,671
Current assets
Prepayments and other receivables 734 8,646
Amounts due from shareholders - 17,456
Amount due from subsidiaries 22,274 -
Cash and cash equivalents 14,111 44
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 37,119 26,146
Total assets 861,567 1,121,817
Equity
Equity attributable to equity holders of the Company
Share capital 4,657 2,858
Other reserves (a) 1,082,161 917,232
Accumulated losses (230,425) (14,408)
Totalequity ... 8539 905,682
Liabilities
Non-current liabilities
Lease liabilities 702 -
Current liabilities
Ordinary shares with redemption right - 163,129
Accruals and other payables 3,745 5,352
Amounts due to subsidiaries - 47,654
Lease liabilities 727 -
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 4472 216135
Total liabilites 5174 216,135
Total equity and liabilities 861,567 1,121,817
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38 BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY (Continued)

(a)

Reserves movement

Share Exchange Accumulated
premium reserve losses Others Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Balances as at 1 January 2022 916,311 (76,361) (51,489) = 788,461
Profit for the year = = 37,081 = 37,081
Change in fair value of ordinary shares

with redemption right due to own

credit risk - - - 2,432 2,432
Currency translation differences - 74,850 - - 74,850
Balances as at 31 December 2022 916,311 (1,511) (14,408) 2,432 902,824
Balances as at 1 January 2023 916,311 (1,511) (14,408) 2,432 902,824
Profit for the year - - (217,992) - (217,992)
Changes in fair value of ordinary shares

with redemption right due to own credit

risk - - - (203) (203)
Conversion of convertible redeemable

preferred shares to ordinary shares 69,258 - - - 69,258
Share-based payment (Note 25) - - 6,051 6,051
Issuance of ordinary shares relating

to initial public offering, netting of

underwriting commissions and other

issuance costs 90,076 - - - 90,076
Capitalisation issue (216) - - - (216)
Transfer of accumulated changes in

fair value due to own credit risk upon

derecognition of ordinary shares with

redemption right - - 2,229 (2,229) -
Currency translation differences - 1,958 - - 1,958
Balances as at 31 December 2023 1,075,429 447 (230,171) 6,051 851,736
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39 OTHER MATERIAL ACCOUNTING POLICY INFORMATION

39.1 Principles of consolidation

(a)

Consolidation

A subsidiary is an entity over which the Group has control. The Group controls an entity when the
Group is exposed to, or has rights to, variable returns from its involvement with the entity and has
the ability to affect those returns through its power over the entity. Subsidiaries are consolidated
from the date on which control is transferred to the Group. They are deconsolidated from the date
that control ceases.

(i)

Business combinations

The Group applies the acquisition method of accounting to account for business combinations
not under common control. The consideration transferred for the acquisition of a subsidiary
is the fair values of the assets transferred, the liabilities incurred to the former owners of the
acquiree and the equity interests issued by the Group. The consideration transferred includes
the fair value of any asset or liability resulting from a contingent consideration arrangement.
Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the acquisition date.

The Group recognises any non-controlling interest in the acquiree on an acquisition-by-
acquisition basis. Non-controlling interests in the acquiree that are present ownership
interests and entitle their holders to a proportionate share of the entity’s net assets in the
event of liquidation are measured at either fair value or the present ownership interests’
proportionate share in the recognised amounts of the acquiree’s identifiable net assets. All
other components of non-controlling interests are measured at their acquisition date fair
value, unless another measurement basis is required by IFRS.

Acquisition-related costs are expensed as incurred.

The excess of the consideration transferred, the amount of any non-controlling interest in the
acquiree and the acquisition-date fair value of any previous equity interest in the acquiree
over the fair value of the identifiable net assets acquired is recorded as goodwill. If the total
of consideration transferred, non-controlling interest recognised and previously held interest
measured is less than the fair value of the net assets of the subsidiary acquired in the case
of a bargain purchase, the difference is recognised directly in profit or loss.

Intra-group transactions, balances and unrealised gains on transactions between group
companies are eliminated. Unrealised losses are also eliminated. When necessary, amounts
reported by subsidiaries have been adjusted to conform with the Group’s accounting policies.
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39 OTHER MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

39.1 Principles of consolidation (Continued)

(a)

(b)

Consolidation (Continued)

(i)

(iif)

Changes in ownership interests in subsidiaries without change of control

Transaction with non-controlling interests that do not result in a loss of control are accounted
for as equity transactions — that is, as transactions with the owners of the subsidiary in their
capacity as owners. The difference between fair value of any consideration paid and the
relevant share acquired of the carrying amount of net assets of the subsidiary is recorded in
equity. Gains or losses on disposals to non-controlling interests are also recorded in equity.

Disposal of subsidiaries

When the Group ceases to have control, any retained interest in the entity is re-measured to
its fair value at the date when control is lost, with the change in carrying amount recognised
in profit or loss. The fair value is the initial carrying amount for the purposes of subsequently
accounting for the retained interest as an associated company, joint venture or financial asset.
In addition, any amounts previously recognised in other comprehensive income in respect
of that entity are accounted for as if the Group had directly disposed of the related assets
or liabilities. This may mean that amounts previously recognised in other comprehensive
income are reclassified to profit or loss.

Separate financial statements
Investments in subsidiaries are carried at cost less impairment. Cost includes direct attributable

costs of investment. On disposal of investments in subsidiaries, the difference between disposal

proceeds and the carrying amounts of the investments are recognised in profit or loss. The results

of subsidiaries are accounted for by the Company on the basis of dividend received or receivable.

Impairment testing of the investments in subsidiaries is required upon receiving a dividend from

these investments if the dividend exceeds the total comprehensive income of the subsidiary in the

period the dividend is declared or if the carrying amount of the investment in the separate financial

statements exceeds the carrying amount in the consolidated financial statements of the investee’s
net assets including goodwill.

39.2 Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision-makers (“CODM"). The chief operating decision-makers, who are responsible
for allocating resources and assessing performance of the operating segments, has been identified as the
executive directors of the Group that make strategic decisions.
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39 OTHER MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

39.3 Foreign currencies

(a)

(b)

(c)

Functional and presentation currency

Items included in the Historical Financial Information 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 Historical Financial Information are presented in RMB, which is
the Group’s presentation currency. The functional currency of the Company is Hong Kong Dollar
("HKS").

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation where items are re-measured. Foreign
exchange gains and losses resulting from the settlement of such transactions and from the translation
at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in profit or loss.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
presented in the consolidated statements of comprehensive income within the “Finance cost,
net”. All other foreign exchange gains and losses are presented in the consolidated statements of
comprehensive income within “Other losses, net”.

Group companies

The results and financial position of foreign operations (none of which has the currency of a
hyperinflationary economy) that have a functional currency different from the presentation currency
are translated into the 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 for each statement of profit or loss and statement of comprehensive
income are translated at average exchange rates (unless this 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 dates of the transactions); and

o all resulting exchange differences are recognised in other comprehensive income.

On consolidation, exchange differences arising from the translation of any net investment in
foreign entities, and of borrowings and other financial instruments designated as hedges of such
investments, are recognised in other comprehensive income. When a foreign operation is sold or
any borrowings forming part of the net investment are repaid, the associated exchange differences
are reclassified to profit or loss, as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as
assets and liabilities of the foreign operation and translated at the closing rate.
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39 OTHER MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

39.4 Impairment of non-financial assets

Intangible assets that have an indefinite useful life or intangible assets not ready to use are not subject
to amortisation and are tested annually for impairment, or more frequently if events or changes in
circumstances indicate that they might be impaired. Other assets are tested for impairment whenever events
or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss
is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs of disposal and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash inflows which are largely independent of the cash inflows from other assets or groups of
assets (cash-generating units). Non-financial assets other than goodwill that suffered an impairment are
reviewed for possible reversal of the impairment at the each report date.

39.5 Financial assets

(a)

Classification
The Group classifies its financial assets in the following measurement categories:

o those to be measured subsequently at fair value (either through other comprehensive income
("OCl1") or through profit or loss), and

. those to be measured at amortised cost.

The classification depends on the entity’s business model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCI.
For investments in equity instruments that are not held for trading, this will depend on whether the
Group has made an irrevocable election at the time of initial recognition to account for the equity
investment at fair value through other comprehensive income ("FVOCI”).

The Group reclassifies debt investments when and only when its business model for managing
those assets changes.

Annual Report 2023



39 OTHER MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

39.5 Financial assets (Continued)

(b)

(c)

Recognition and derecognition
Regular way purchases and sales of financial assets are recognised on trade-date, the date on which
the Group commits to purchase or sell the asset.

Financial assets are derecognised when the rights to receive cash flows from the financial assets
have expired or have been transferred and the Group has transferred substantially all the risks and
rewards of ownership.

De-recognition of financial assets sold on condition of repurchase is determined by the economic
substance of the transaction. If a financial asset is sold under an agreement to repurchase the
same or substantially the same asset at a fixed price or at the sale price plus a reasonable return,
the Group will not derecognise the asset. If a financial asset is sold together with an option to
repurchase the financial asset at its fair value at the time of repurchase (in case of transferor sells
such financial asset), the Group will derecognise the financial asset.

Measurement

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of a
financial asset not at fair value through profit or loss (“FVPL"), transaction costs that are directly
attributable to the acquisition of the financial asset. Transaction costs of financial assets carried at
FVPL are expensed in profit or loss.

Debt instruments

Subsequent measurement of debt instruments depends on the Group’s business model for managing
the asset and the cash flow characteristics of the asset. There are three measurement categories
into which the Group classifies its debt instruments:

. Financial assets measured at amortised cost

The Group measures financial assets at amortised cost when both of the following conditions
are met:

- the asset is held within a business model whose objective is to collect the contractual
cash flows; and

- the contractual terms give rise to cash flows that are solely payments of principal and
interest.
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39 OTHER MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

39.5 Financial assets (Continued)

()

Measurement (Continued)

Debt instruments (continued)

Interest income from these financial assets is included in finance income using the effective interest
rate method. Any gain or loss arising on derecognition is recognised directly in profit or loss and
presented in other losses, net together with foreign exchange gains and losses. Impairment losses
are presented as separate line item in profit or loss.

o Financial assets measured at fair value through other comprehensive income
The Group measures financial assets at FVOCI when both of the following conditions are met:

- the financial asset is held within a business model whose objective is achieved by
both collecting contractual cash flows and selling financial assets; and

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

Movements in the carrying amount are taken through other comprehensive income, except for the
recognition of impairment gains or losses, interest income and foreign exchange gains and losses
which are recognised in profit or loss. When the financial asset is derecognised, the cumulative gain
or loss previously recognised in other comprehensive income is reclassified from equity to profit or
loss and recognised in other gains/(losses). Interest income from these financial assets is included
in finance income using the effective interest rate method. Foreign exchange gains and losses are
presented in other gains/(losses) and impairment expenses are presented as separate line item in
profit or loss.

° Financial assets measured at fair value through profit or loss

All financial assets that are other than those categorised as financial assets measured at
amortised cost or financial assets at FVOCI are categorised as financial assets measured at
FVPL.

Equity instruments

The Group subsequently measures all equity investments at fair value. Where the Group’s management
has elected to present fair value gains and losses on equity investments in other comprehensive
income, there is no subsequent reclassification of fair value gains and losses to profit or loss following
the derecognition of the investment. Dividends from such investments continue to be recognised
in profit or loss as other income when the Group’s right to receive payments is established.

Changes in the fair value of financial assets at FVPL are recognised in profit or loss as applicable.

Impairment losses (and reversal of impairment losses) on equity investments measured at FVOCI
are not reported separately from other changes in fair value.
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39 OTHER MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

39.5 Financial assets (Continued)

(d) Impairment
The Group assesses on a forward looking basis the expected credit losses associated with its debt
instruments carried at amortised cost and financial assets measured at fair value through other
comprehensive income. The impairment methodology applied depends on whether there has been
a significant increase in credit risk.

For trade receivables and finance lease receivables, the Group applies the simplified approach
permitted by IFRS 9, which requires expected lifetime losses to be recognised from initial recognition
of the receivables. The provision matrix is determined based on historical observed default rates over
the expected life of trade and finance lease receivables with similar credit risk characteristics and
is adjusted for forward-looking estimates. At every reporting date the historical observed default
rates are updated and changes in the forward-looking estimates are analysed.

Impairment on other financial assets at amortised cost are measured as either 12-month expected
credit losses or lifetime expected credit losses, depending on whether there has been a significant
increase in credit risk since initial recognition. If a significant increase in credit risk of a receivables
has occurred since initial recognition, then impairment is measured as lifetime expected credit losses.

39.6 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the consolidated statements of
financial position when there is a legally enforceable right to offset the recognised amounts and there is
an intention to settle on a net basis or realise the asset and settle the liability simultaneously. The legally
enforceable right must not be contingent on future events and must be enforceable in the normal course
of business and in the event of default, insolvency or bankruptcy of the company or the counterparty.

39.7 Inventories

Inventories mainly represent vehicles for finance lease and vehicle telematics equipment. Inventories are
stated at the lower of cost and net realisable value. Cost of vehicle includes the purchase price of motor
vehicle, licensing fee, tax and cost of telematics equipment installed.

Net realisable value is the estimated selling price in the ordinary course of business and the estimated
costs necessary to make the sale.

39.8 Cash and cash equivalent

In the consolidated statements of cash flows, cash and cash equivalents include cash on hand and other
short-term highly liquid investments with original maturities of three months that are readily convertible
to known amounts of cash and which are subject to an insignificant risk of changes in value, in the
consolidated statements of financial position.
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39 OTHER MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

39.9 Share capital

Ordinary shares is classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

39.10 Trade and other payables

Trade and other payables are obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers. They are classified as current liabilities if payment is due within
one year or less (or in the normal operating cycle of the business if longer). If not, they are presented as
non-current liabilities.

Trade and other payables are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest method.

39.11 Borrowings

Borrowings are recognised initially at fair values, net of transaction costs incurred. Borrowings are
subsequently carried at amortised cost; any difference between the proceeds (net of transaction costs)
and the redemption value is recognised in profit or loss over the period of the borrowings 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.

39.12 Current and deferred tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss,
except to the extent that it relates to items recognised in other comprehensive income or directly in equity.
In this case, the tax is also recognised in other comprehensive income or directly in equity, respectively.

(a) Current income tax

The current income tax charge is calculated on the basis of the tax laws enacted or substantively
enacted at the reporting date in the countries where the company’s subsidiaries operate and generate
taxable income. Management periodically evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject to interpretation and considers whether it is
probable that a taxation authority will accept an uncertain tax treatment. The Group measures its
tax balances either based on the most likely amount or the expected value, depending on which
method provides a better prediction of the resolution of the uncertainty.
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39 OTHER MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

39.12 Current and deferred tax (Continued)

(b)

Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated
financial statements. However, deferred tax liabilities are not recognised if they arise from the
initial recognition of goodwill. Deferred income tax is also not accounted for if it arises from initial
recognition of an asset or liability in a transaction other than a business combination that at the
time of the transaction affects neither accounting nor taxable profit or loss. Deferred income tax is
determined using tax rates (and laws) that have been enacted or substantially enacted by the end
of the reporting period and are expected to apply when the related deferred income tax asset is
realised or the deferred income tax liability is settled.

Deferred tax assets are recognised only if it is probable that future taxable amounts will be available
to utilise those temporary differences and losses.

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying
amount and tax bases of investments in foreign operations where the company is able to control
the timing of the reversal of the temporary differences and it is probable that the differences will
not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets and liabilities and when the deferred tax balances relate to the same taxation
authority. Current tax assets and tax liabilities are offset where the entity has a legally enforceable
right to offset and intends either to settle on a net basis, or to realise the asset and settle the
liability simultaneously.

39.13 Employee benefits

(a)

Pension obligations

The Group participates in a defined contribution plan. A defined contribution plan is a pension plan
under which the Group pays fixed contributions, on a mandatory, contractual or voluntary basis,
into a separate entity. The Group’s subsidiaries operating in the PRC have to make contribution to
staff retirement scheme managed by local government authorities in accordance with the relevant
rules and regulations. Contributions to these schemes are charged to profit or loss as and when
incurred. The Group has no legal or constructive obligations to pay further contributions if the
fund does not hold sufficient assets to pay all employees the benefits relating to employee service
in the current and prior periods.

The contributions are recognised as employment costs when they are due. Prepaid contributions
are recognised as an asset to the extent that a cash refund or a reduction in the future payments
is available.
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39 OTHER MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

39.13 Employee benefits (Continued)

(b)

()

(d)

Housing funds, medical insurances and other social insurances

PRC employees of the Group are entitled to participate in various government-supervised housing
funds, medical insurance and other social insurance plan. The Group contributes to these funds
based on certain percentages of the salaries of these employees on a monthly basis. The Group's
liability in respect of these funds is limited to the contribution payable in each period. Contributions
to the housing funds, medical insurances and other social insurance are expensed as incurred.

Employee leave entitlements

Employee entitlements to annual leave are recognised when they accrue to employees. A provision
is made for the estimated liability for annual leave as a result of services rendered by employees
up to the balance sheet date. Employee entitlements to sick leave and maternity leave are not
recognised until the time of leave.

Bonus plans
The expected cost of bonuses is recognised as a liability when the Group has a present legal or
constructive obligation for payment of bonus as a result of services rendered by employees and a
reliable estimate of the obligation can be made. Liabilities for profit sharing and bonus plans are
expected to be settled within 1 year and are measured at the amounts expected to be paid when
they are settled.

39.14 Share-based payments

As disclosed in Note 26, the Group operates an equity-settled share-based compensation plan, under which
the Group receives service from its employees in exchange for the equity instruments of the Company.

The fair value of the employee service received in exchange for the grant of equity instruments is recognised
as an expense. The total amount to be expensed is determined by reference to the fair value of the equity
instruments granted:

Including any market performance conditions (e.g., the entity’s share price);

Excluding the impact of any service and non-market performance vesting conditions (e.g., profitability,
sales growth targets and remaining an employee of the entity over a specified time period); and

Including the impact of any non-vesting conditions (e.g., the requirement for employees to save or
hold shares for a specific period of time).

The total expense is recognised over the vesting period, which is the period over which all of the specified
vesting conditions are to be satisfied. At the end of each period, the entity revises its estimates of the
number of options that are expected to vest based on the non-market vesting conditions. It recognises the
impact of the revision to original estimates, if any, in profit or loss, with corresponding adjustment to equity.
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39 OTHER MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

39.15 Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past
events, it is probable that an outflow of resources will be required to settle the obligation and a reliable
estimate of the amount can be made.

Where the Group expects a provision to be reimbursed by another party, the reimbursement is recognised
as a separate asset but only when the reimbursement is virtually certain. Provisions are not recognised for
future operating losses.

Provisions are measured at the present value of management’s best estimate of the expenditures expected
to be required to settle the obligation using a pre-tax rate that reflects current market assessments of the
time value of money and the risks specific to the obligation. The increase in the provision due to passage
of time is recognised as finance cost expense.

39.16 Vendor rebate

Volume-related vendor rebates are recognised as a deduction from cost of sales on accruals basis with
reference to the expected entitlement earned up to the reporting date for each relevant supplier contract.
Rebates relating to items purchased but still held at the reporting date are deducted from the carrying
value of these items so that the cost of inventories is recorded net of applicable rebates.

39.17 Dividend

Dividend declared to the Company’s shareholders is recognised as a liability in the Group’s and the
Company’s financial statements in the period in which the dividends are approved by the Company’s
shareholders or directors, where appropriate.
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"AGM"

“Articles of Association”
“associate”

“Audit Committee”

“Board”

“Business Days”

"BVI”

“China” or "PRC" or “Mainland

China”

“Company”, “the Company”
or "our Company”

“Corporate Governance Code”

“Director(s)”
“Executive Director(s)”

“Fujian Fuyuan”

“Fujian Taikang”

"Fuzhou Zhitong”

“Global Offering”

"Glorypearl Capital”

the forthcoming annual general meeting of the Company to be held on 14 June 2024
the amended and restated memorandum and articles of association of the Company
has the meaning ascribed thereto under the Listing Rules

the audit committee of the Board

the board of Directors

a day on which banks in Hong Kong are generally open for normal banking business
to the public and which is not a Saturday, Sunday or public holiday in Hong Kong

the British Virgin Islands

the People’s Republic of China excluding, for the purpose of this annual report,
Hong Kong, the Macau Special Administrative Region of the People’s Republic of
China and Taiwan

XXF Group Holdings Limited, an exempted company incorporated in the Cayman
Islands whose shares are listed on the Main Board of the Stock Exchange (Stock
Code: 2473)

the Corporate Governance Code as set out in Appendix C1 (previously Appendix
14) to the Listing Rules

the director(s) of the Company

the executive Director(s)

Fujian Free Trade Zone Pingtan Area Fuyuan Investment Partnership Enterprise
(Limited Partnership)* (BZEERBEFERRBRELREARLEERER)), a
limited liability partnership established in the PRC and controlled by Mr. Huang Wei

as the executive partner and general partner

Fujian Taikang Investment Co., Ltd.* ({212 FEI&E B R 2 5)), a company established
under the laws of the PRC and an Independent Third Party

Fuzhou Zhitong Investment Partnership Enterprise (Limited Partnership)* (f& /1% &
WEABLEEBRAE)), alimited liability partnership established in the PRC and
controlled by Mr. Huang Wei
as defined in the Prospectus
Glorypearl Capital Resources Company Limited (BBZR & A& JRER A 7)), a company

incorporated in the BVI with limited liability, one of our substantial Shareholders,
and wholly owned by Mr. Huang Wei
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"

“Group”, “the Group”, “our”,

“our Group”, “we"” or “us”

"Happy Gain”

HHK$H
“Hong Kong”

"|deal Stand”

“Independent Third Party(ies)”

"Independent Non-executive
Director(s)”

“Listing”

“Listing Date”

“Listing Rules”

“Main Board”

“Mainland China” or “PRC"

“Model Code”

“Nomination Committee”
“Non-executive Director(s)”

“Pre-IPO Share Option Scheme”

XXF Group Holdings Limited

the Company and all of its subsidiaries, or any one of them as the context may
require or, where the context refers to any time prior to its incorporation, the
business which its predecessors or the predecessors of its present subsidiaries, or
any one of them as the context may require, were or was engaged in and which
were subsequently assumed by it

Happy Gain Business Developments Limited, a company incorporated in the BVI with
limited liability and indirectly wholly owned by Mr. Huang Wei

Hong Kong dollars, the lawful currency of Hong Kong
the Hong Kong Special Administrative Region of the PRC

Ideal Stand Ventures Management Limited, a company incorporated in the BVI with
limited liability and one of the substantial Shareholders

individual(s) or company(ies) who/which, to the best knowledge of the Directors
having made due and careful enquiries, is (are) not a connected person(s) of the

Company within the meaning ascribed under the Listing Rules

the Independent Non-executive Director(s)

listing of the Shares on the Main Board of the Stock Exchange

9 November 2023, being the date from which the Shares are listed and dealings in
the Shares are first permitted to take place on the Main Board of the Stock Exchange

the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (as amended, supplemented or otherwise modified from time to time)

the stock market (excluding the option market) operated by the Hong Kong Stock
Exchange which is independent from and operated in parallel with the GEM of the
Stock Exchange

the People’s Republic of China excluding, for the purposes of this annual report and
geographical reference only and except where the context requires otherwise, Hong

Kong, the Macau Special Administrative Region of the PRC and Taiwan

the Model Code for Securities Transactions by Directors of Listed Issuers contained
in Appendix C3 (previously Appendix 10) to the Listing Rules

the nomination committee of the Board
the Non-executive Director(s)

the share option scheme adopted by the Company on 9 October 2023



"Precious Luck”

"Prosperous Splendor”

"Prospectus”

“Remuneration Committee”

“Reporting Period”

“RMB” or “Renminbi”

“SDIC RE Asset”

"SDIC Taikang”

HSEC ™

“SFO"

"Shanghai Bo Yu”

"Shanghai Boli”

"Shanghai Boyu”

"Shanghai Boyun”

"Shanghai Jili”

Precious Luck Developments Management Limited, a company incorporated in the
BVI with limited liability and indirectly controlled by Mr. Huang Wei

Prosperous Splendor Investment Holding Limited (3% #E1% & 2% B R A &), a company
incorporated in the BVI and owned as to 4.48% by Mr. Liu Wei, our non-executive
Director, and 95.52% by Mr. Liu Yonghui, father of Mr. Liu Wei

the prospectus issued by the Company dated 30 October 2023
the remuneration committee of the Board
the one-year period from 1 January 2023 to 31 December 2023
Renminbi, the lawful currency of the PRC

SDIC RE Asset Management Co., Ltd. (BIfZ EFFALEE S EEHR A F]), a company
established under the laws of the PRC which is controlled as to 45% by SDIC Taikang
and 35% by Beijing Dongan Weiye Investment Management Co., Ltd.* (It RER %
BEREEBEAR AT

SDIC Taikang Trust Co., Ltd. (R#&Z= FRE5E AR 2 7)), a company established under
the laws of the PRC which is controlled as to 61.29% by SDIC Capital Holdings Co.,
Ltd. (B EREZRER A7)

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance, Chapter 571 of the Laws of Hong Kong (as
amended, supplemented or otherwise modified from time to time)

Shanghai Bo Yu Enterprise Management Partnership (Limited Partnership)* (/&
HFECEEEABLEAERAE)), a limited liability partnership established in the
PRC and indirectly controlled by Mr. Huang Wei

Shanghai Boli Enterprise Management Co., Ltd.* (F/E#EMC2EEEARAR), a
company established under the laws of the PRC which holds 100% interest in Ideal
Stand

Shanghai Boyu Enterprise Management Partnership (Limited Partnership)* (/&%)
SOEETRABMEERAEH)), alimited liability partnership established in the PRC
and indirectly controlled by Mr. Huang Wei

Shanghai Boyun Enterprise Management Partnership (Limited Partnership)* (/&
HECEEBEABOEARAE)), a limited liability partnership established in the
PRC and indirectly controlled by Mr. Huang Wei

Shanghai Jili Enterprise Management Partnership (Limited Partnership)* (E/&%&
BOEXEBAEBME(ERAE)), a limited liability partnership established in the
PRC which is controlled by Zhuhai Wanhe Jinhua as executive partner and general
partner and controlled as to 99% by Zhuhai Wanhe Xingsheng as limited partner
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"Shanghai Xuante”

“Share(s)”

“Share Option Scheme”

U

“Share Incentive Schemes’
“Shareholder(s)”

"Southern Fortune”

“Stock Exchange”
“subsidiary” or “subsidiaries”

“Tengxin Investment”

"Weichuang Hongjing”

"Weichuang Xingsheng”

"Zhuhai Wanhe Jinhua”

"Zhuhai Wanhe Xingsheng”

"XXF Group”

nop

XXF Group Holdings Limited

Shanghai Xuante Enterprise Management Co. Ltd.* (L/BEFCEEEARA
A]), a company established under the laws of the PRC which is controlled as to
approximately 47.18% by Ms. Qiu Hui and 32.27% by Mr. Lin Dachun

ordinary share(s) in the share capital of the Company with the nominal value of
HK$0.01 each

the share option scheme conditionally adopted by the Company on 9 October 2023
and effective upon the Listing Date

the Pre-IPO Share Option Scheme and the Share Option Scheme
holder(s) of Share(s)

Southern Fortune Enterprises Management Limited, a company incorporated in the
BVI with limited liability and indirectly controlled by Mr. Huang Wei

The Stock Exchange of Hong Kong Limited
has the meaning ascribed thereto under the Listing Rules

Tengxin Investment Company Limited* (%1% & B R A ), a company established
under the laws of the PRC which indirectly holds 100% interest in Ideal Stand

Fuzhou Weichuang Hongjing Enterprise Management Co., Ltd.* (f2/{&AlZ= St
¥EW AR AR]), a company established under the laws of the PRC and indirectly
controlled by Mr. Huang Wei

Fuzhou Weichuang Xingsheng Enterprise Management Co., Ltd.* ({&/M{Z &% R
PEEIE AR E]), a company established under the laws of the PRC and wholly
owned by Mr. Huang Wei

Zhuhai Wanhe Jinhua Asset Management Co., Ltd.* GREBMBELEETH AR
A \]), a company established under the laws of the PRC which is wholly owned by
SDIC RE Asset

Zhuhai Wanhe Xingsheng Investment Management Center (Limited Partnership)* (&
BEMERLEEEPLERARE)), alimited liability partnership established in the
PRC which is controlled by Zhuhai Wanhe Jinhua as general partner and controlled
as to 37.03% by SDIC RE Asset and 20% by SDIC Taikang as limited partners

Xixiangfeng Finance Lease Group Co., Ltd.* (E/RERMEHEELBEER AT, a
company established under the laws of the PRC on 7 September 2007 and an

indirect wholly-owned subsidiary of the Company

per cent
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