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CHAIRMAN'S STATEMENT
ETFE®RE

Dear shareholders, investors, customers and employees,

In 2023, the global economic recovery process was at a slow pace
and the market uncertainty increased with rising inflation, trade
disputes, regional conflicts, and other issues. SDHG unswervingly
pushed the strategic transition towards an emerging industry
investment holding group in the light of the established strategic
development plan, while maintaining consistent strategic intention
and adaptive strategic flexibility in the face of increased market
volatility. The development path with the integration of industry and
finance in virtuous cycle became clearer, and we achieved positive

progress.

1. LATEST DEVELOPMENT IN OUR STRATEGIC
TRANSFORMATION

During the second half of 2021, we have reshaped our investment
logic in the face of severe fluctuations in the international and
domestic capital markets. Based on an in-depth and objective analysis
of own asset and liability structure and resource endowment, the
new strategic plan of the Company’s transition, which relied on
industrial resource advantages of SDHS Group, promoted the
transformation of the SDHG's business from focusing on financial
debt investment in short duration to focusing on investment specified
in emerging industries was defined, and we will achieve the self-
development in virtuous cycle through steadily increasing the
proportion of industrial investment by expanding and consolidating
the net assets.
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CHAIRMAN'S STATEMENT (CONTINUED)
EE ;E #E & ( i )

In 2022, the Company took a solid step forward in our strategic
transformation through the subscription of new shares and acquire
control of SHNE, a company listed in Hong Kong. Since the
completion of the merger and acquisition, the Company has carried
out multi-dimensional and vigorous investment management
empowerment for SHNE in various aspects, including capital,
resources, brand and mechanism, and has since achieved remarkable
results, promoting SHNE's performance in all respects and giving full
play for it to take advantage of the trend. In 2023, a number of key
development indicators broke the records. In terms of capital
structure, based on SDHG's HK$4.7 billion capital injection and the
credit enhancement provided by SDHS Group, SHNE successfully
introduced the strategic investment of RMB5 billion made by Ping An
(FPLEEEBBREMEAR), which
was one of the biggest financing in its history. The capital

Asset Management Co., Ltd.*

empowerment of shareholders not only completely reconstructed the
capital structure of SHNE, reduced the debt ratio and financing costs,
but also provided sufficient capital guarantee for its future business
development. In terms of resource acquisition, SHNE newly obtained
wind and photovoltaic development resources reached 1.6 GW in
2023, getting back on track to normal in an orderly manner. In
particular, in a bid for the centralised onshore wind power project in
Shandong Province back in August 2023, SHNE was awarded the
contract for a total installed capacity of 387.5 MW of wind power in
Heze City, the largest wind power project independently developed
by SHNE in its history, a reflection of its strong shareholder
advantages. In addition, SHNE has provided tailored and
comprehensive green energy management solutions for a number of
leading enterprises in the new energy sector, such as COFCO Group,
SF Group, Beijing Enterprises Water and Honglu Steel Construction,
significantly enhancing its competitiveness and influence over the
sector. In terms of asset quality, nearly one and a half years in the
making, SHNE made a major breakthrough in the mitigation of
existing risks, eliminating potential risks one by one. In the past two
years, SHNE received a total of RMB4.8 billion of subsidies for
renewable energy, which fully authenticates the high quality of its

new energy power station assets.
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CHAIRMAN'S STATEMENT (CONTINUED)
ETEHE (&)

In the past year, China’s new energy installed capacity has
experienced exponential growth, with an annual new installed
capacity of wind power and photovoltaic power reaching 0.29 billion
kilowatts, exceeding the sum of the five years under the “13th Five-
Year Plan”. The strong support of national policies and the
increasingly mature new energy industry chain have provided
tremendous space and potential for the development of the new
energy industry. However, at the same time, market competition has
become more intensive, and the issue with new energy consumption
has further intensified. How do we build a future-oriented industrial

ecology has become our primary concern.

In recent years, under the trend to fully promote the construction of
digital economy and digital China, the scale of computing
infrastructure has accelerated. In particular, with the further
expansion of the application of Al computing power represented by
ChatGPT, the demand for computing power has risen sharply, and
the consumption of electricity will also increase rapidly. Against the
backdrop of “carbon peak and carbon neutrality”, the market
demand for green and low-carbon development of data centres has
been spawned. In November 2023, the National Development and
Reform Commission and other government departments jointly
promulgated the “Implementation Opinions on In-depth
Implementation of the “East-to-West Computing Resource Transfer
Project” to Accelerate the Construction of a National Integrated
Computing Network”, proposing to initially form a two-way
coordination mechanism for computing power by the end of 2025,
and the green power of new data centres at national hubs will
account for more than 80%, so as to lay a clear line for the power

supply and consumption of data centres.
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CHAIRMAN'S STATEMENT (CONTINUED)
ETFE®HE (F)

Based on the above, we are of the view that the “time for
deployment of the digital new infrastructure” in our strategic
planning has come. After almost a year of research and negotiation,
we strategically invested in VNET, a US-listed company, at the end of
2023, and subscribed for an additional US$299 million of the class A
ordinary shares of VNET, accounting for approximately 42% of its
shares. VNET is a top three third-party data centre service provider in
China, operating more than 50 data centres in more than 30 cities
across the country, with more than 87,300 cabinets, providing stable
and diversified services for more than 7,000 enterprise customers.
Through the strategic investment in VNET, it will promote the
synergistic linkage between SDHG's green energy industry and the
data centre industry, and create a collaborative industrial ecological
model of “integration of source, network, load and storage”, which is
expected to form a “green power + computing power” ecological
closed loop of “ready-to-use power generation, ready-to-use power,
reasonable pricing and mutual benefit”, and promote the business
transformation of high-energy-consuming data centres to green and
low-carbon, so as to achieve industrial ecological optimisation and

enhance corporate competitiveness.

After the completion of the strategic investment in VNET, the main
stream of industries that SDHG focuses on has basically been laid and
formed. As of the end of 2023, the proportion of investment in
emerging industries in the total assets of the Company has increased
to nearly 90%. In February 2024, Hong Kong Hang Seng Indexes
Company Limited announced the inclusion of SDHG in the Hang
Seng Composite Index. The Hang Seng Composite Index offers a
comprehensive Hong Kong market benchmark that covers about the
top 95th percentile of the total market capitalisation of companies
listed on the main board of the Stock Exchange of Hong Kong,
setting high requirements for the market value and turnover of stocks
of selected companies. Being selected as a constituent stock of the
Hang Seng Composite Index signifies that SDHG has met the
eligibility criteria for Hong Kong Stock Connect, demonstrating the
high recognition of the Group's strategic transformation
effectiveness, financial performance and long-term investment value

from the capital market and the HSI companies.
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CHAIRMAN'S STATEMENT (CONTINUED)
ETEHE (&)

2. OPTIMISATION OF ORGANISATIONAL
MANAGEMENT SYSTEM

In 2023, under the volatile market environment, SDHG sought
certainty from the uncertainties. According to the needs of strategic
transformation, it timely adjusted the organisational structure,
consolidated the basic management, improved the construction of
the institutional system, and promoted the Company and its
controlled enterprises to enter a healthy development track.

In terms of optimising the organisational structure, the Group closely
followed the overall strategic layout of the Group, combined with the
actual situation of phased development, changed the business
department system to the investment management department,
further clarified the positioning, strategy and resource allocation of
various investment businesses, and ensured that all businesses were
“progressing stably and steadily”. For structured financing business,
the Group's core task of the year was to reduce the risk exposure of
existing investments. To this end, the Company optimised the
mechanism, concentrated resources, and better fulfilled the
established task objectives through debt restructuring, debt transfer,
and the introduction of relief funds to revitalise existing assets, which
effectively protected the interests of the Group. For the standard
investment business, the Hong Kong stock and US debt markets
declined, which was affected by comprehensive factors such as
geopolitical conflicts, soaring energy prices, and a number of major
economies such as the United States and Europe in rate hiking cycle.
The Company adopted a more prudent and conservative investment
strategy and maintained a low position throughout the year, mainly
focusing on the growth industries with relatively stable performance,
and the portfolio performance of the Company was at the medium

level among peers in Hong Kong.
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CHAIRMAN'S STATEMENT (CONTINUED)
ETFE®HE (F)

In terms of strengthening internal control management, the Group
continued to establish and improve a risk management-oriented and
compliance-focused internal control system, striving to achieve the
management and control objectives of “strengthening internal
control, preventing risks and promoting compliance”. In particular,
taking into account the construction requirements of the compliance
system of a number of domestic and overseas listed companies
within the system, the Company has established a comprehensive
and unified compliance system covering the whole Group, the whole
business process. The Company delineated the process framework of
the compliance management system, established a list of
responsibilities for personnel in key areas and high-risk positions,
refined key issues in compliance management, and put forward
specific management measures to ensure compliance management.
While empowering the development of the invested enterprises with
practical measures, the Company also attached great importance to
the standardisation of management, established a post-investment
management system that matched the industrial investment holding
group with strict measures, and initially established a standardised
and efficient corporate governance structure, a scientific and rigorous
financial, risk and compliance control system, a reasonable and
orderly authorization mechanism, and a performance-oriented
assessment and incentive mechanism to prevent post-investment

management risks.
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CHAIRMAN'S STATEMENT (CONTINUED)
ETEHE (&)

In terms of fulfilling social responsibilities, the Company adhered to
the core value of long-termism, and promoted the synchronisation of
commercial value and social value. In the past year, by vigorously
developing new energy power generation, kitchen waste resource
utilisation and other businesses, the Group continued to contribute
to the development of green environmental protection. Its
subsidiaries reduced carbon emissions by more than 6 million tonnes
per year, contributing to the national strategic goal of “dual carbon”.
With the positive contribution of the main business of the controlled
enterprises to the mitigation of climate change, SDHG was awarded
the ESG rating of “2” by Fitch Ratings, the Best ESG Practise Award
for Listed Companies by Ta Kung Wen Wei and the Gelonghui ESG
Pioneer Award. The ESG work achievements were also included in
the “Excellent ESG Practise Case of China Association for Public
Companies”, reflecting the market's attention and recognition of the
Company’s strategic transformation and ESG work. We firmly believe
that talents are the cornerstone of the Group’s development. We are
committed to building a community with a shared future for the
development of employees and the Company, and continuously
building an excellent career development platform, so that the
personal career growth and value realisation of employees can
complement the development of the Company.

3. PROSPECT

Actively developing clean energy and promoting green and low-
carbon transformation of economy and society have become the
general consensus of the international community in response to
global climate change. At the end of February 2024, the government
agency stressed that it would make greater efforts to promote the
high-quality development of China’s new energy, provide safe and
reliable energy security for the Chinese-style modernization drive,
and make greater contributions to the construction of a clean and
beautiful world. In the future, we are committed to becoming a
respected industrial investment holding group, deeply digging into
emerging industries such as new energy and new infrastructure, and
promoting sustainable social development and common prosperity of
all stakeholders while achieving our own strategic goals.
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CHAIRMAN'S STATEMENT (CONTINUED)
ETFE®HE (F)

In 2024, we will continue to give full play to the advantages of
“integration of industry and finance + cross-border linkage”, exploit
the “new energy +" thesis, make comprehensive use of strategic
cooperation, equity investment and other means, attract more
partners, effectively strengthen collaboration and synergy, strengthen
market resource sharing, promote the complementarity of resource
advantages, and form a complementary, embedded and mutually

beneficial SDHG ecosystem.

We will better coordinate the reasonable growth of scale and the
effective improvement of quality and efficiency, through a wider
shareholder base with greater strength, and constantly improve the
development quality of holding subsidiaries, assist SHNE in
developing into a new energy enterprise with scale, volume, industry
well-known and extensive influence as soon as practicable, and firmly
maintain the leading position among top-tier domestic new energy
players other than the “top five SOEs and top six players (ex-SOE)".
At the same time, we will constantly optimize the systematic
management and control mode of the holding subsidiaries, and
reshape the management and control culture from the aspects of
governance mechanism, strategy, management and control mode,
organizational structure and business process, so as to effectively

guarantee the development of the Company.

We will take the strategic stake in VNET as an opportunity to deepen
cooperation in building a low-carbon, efficient and safe clean energy
system, promoting a new computing power network system
integrating data centers, cloud computing and big data, and open up
the “SDHG model” of integrated operation of “green power +
computing power”. At present, SDHG, VNET and Ulangab Municipal
government are jointly promoting the major demonstration project
of the deep integration of DC-driven green power and intelligent
computing power, and fully cooperating in the fields of SPEAR
energy scientific and technological innovation projects such as
computing power center, integration of source, network, load and
storage, green DC, virtual power plant, and new power system, so as
to realize the effective integration of power network and computing
power network. We further implemented the national strategy of

“East-to-West Computing Resource Transfer Project”.
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CHAIRMAN'S STATEMENT (CONTINUED)
ETEHE (&)

Someday, with our sail piercing the clouds; we will mount the wind,
break the waves, and traverse the vast and rolling sea. We firmly
believe that with the continuous deepening of strategic
transformation and continuous optimization of industrial system, the
Company's competitive advantage and growth potential will continue
to be released. We will continue to anchor the goal of building an
excellent industrial investment holding group, accelerate our efforts
to become a leader in “new energy + new infrastructure”, achieve
comprehensive improvement in the Company’s performance,
enterprise value and market valuation, and let shareholders, investors,
customers and employees to share the Group’s high-quality and

sustainable development results.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWHEDN

During the Reporting Period, the Group recorded the revenue of
approximately HK$5,529,050,000 as compared with approximately
HK$4,193,421,000 for the Previous Period, representing an increase
of approximately 31.85% year-over-year; gross profit of
approximately HK$2,472,735,000 as compared with approximately
HK$2,261,532,000 for the Previous Period, representing an increase
of approximately 9.34% year-over-year; profit for the year amounted
to approximately HK$547,697,000 as compared with approximately
HK$170,294,000 for the Previous Period, representing an increase of
approximately 221.62% year-over-year, and the basic earning per
share attributable to owners of the Company of approximately
HK$0.25 cents as compared with the basic loss per share of
approximately HK$7.61 cents for the Previous Period.

As at 31 December 2023, the Group recorded total assets of
approximately HK$72,737,804,000 (2022: HK$68,957,609,000) and
total liabilities of approximately HK$53,845,486,000 (2022:
HK$53,382,831,000), and therefore net assets of approximately
HK$18,892,318,000 (2022: HK$15,574,778,000).

MARKET REVIEW

In 2023, the geopolitical conflicts represented by the Russia-Ukraine
conflict and the Palestinian-Israeli conflict intensified, the international
situation was complex and volatile, many countries faced high
inflationary pressure, and the developed economies represented by
the United States and the United Kingdom continued to push
forward with interest rate hikes and shrink the balance sheet. Thanks
to the resilience of the labour market and the rapid decline in
inflation, the risk of economic recession weakened, and the economic
conditions of developed countries such as Europe and the United
States were better than expected. China’s economy went through
waves and twists last year, with a year-on-year GDP growth of 5.2%,
ranking among the top in the world’s major economies. However,
after three years of the impact of the COVID-19 pandemic, the deep-
seated contradictions that had been accumulated for years revealed
quickly, representing by low external demand and insufficient
domestic demand and the co-existence of cyclical and structural
problems. Some local real estate, local debts, small and medium-
sized financial institutions and other hidden risks became prominent,
and the dilemma and difficult problems faced by policy choices
increased significantly.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWED N (&)

At present, the international geopolitical game is becoming
increasingly intense, but coping with climate change and accelerating
energy transformation are still a basic consensus among global public
issues. China is an important force in the development of global
clean energy, and has achieved the transformation of renewable
energy from following, running parallel to leading. According to the
latest data from the National Energy Administration, the global new
installed capacity of renewable energy in 2023 was be 510 million
kilowatts, of which the newly installed capacity of wind power and
photovoltaic power in China was 290 million kilowatts, contributing
more than 50%. The newly installed capacity in 2023 exceeded the
five-year total of the “13th Five-Year Plan”, and the national wind
and photovoltaic installed capacity also exceeded 1 billion kilowatts,
and the installed capacity target of wind power and photovoltaic
power with a total installed capacity of 1.2 billion kilowatts by 2030
was achieved at least six years ahead of schedule.

GROUP STRATEGY AND OPERATIONS

In the face of continuous fluctuations in the international and
domestic capital markets, the Group solidly promoted the
transformation of the Group’s business from focusing on short-
duration debt financial investments to focusing on investment
holding in emerging industries in accordance with the established
strategic plan. During the Reporting Period, the three business
divisions, namely emerging industry investment, standardised equity
and fixed income, strengthened the construction of endogenous
forces, built a risk control system that matches the business
characteristics, improved the investment and research capabilities of
the business team, and formed a business matrix of “focusing on the
direction, connecting the top and bottom, and supporting each
other”.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWERD N (&)

In terms of industrial investment business, the Group firmly grasped
the principle of “growth + certainty”, seized the opportunity in the
layout of the emerging industry track, deeply explored investment
opportunities around new energy and new infrastructure industry,
continued to increase the proportion of industrial investment,
strategically invested in VNET Group, Inc., and created an ecological
closed loop of “green power + algorithm power”. In terms of other
investment business, the Group actively responded to changes in the
market environment, adopted a prudent and conservative investment
strategy, flexibly adjusted asset allocation, and reduced the volatility
of investment portfolios caused by market risks. At the same time,
the Group promoted the disposal of existing risk assets in an orderly
manner, and was committed to safeguarding the interests of the
Company to the greatest extent, so as to embark on a healthy,
sustainable and quality development path.

BUSINESS REVIEW

() Industrial investment business

Since the second half of 2021, in response to the significant
changes in the overseas financial capital market, the Group,
relying on the advantages of the main business industrial
resources of SDHS Group, has promoted the transformation of
its business from quasi-financial investment to emerging
industry investment holding, and focused on the strategic
emerging industries, such as new energy and new
infrastructure that are vigorously supported by the state, to
actively lay out its business. In 2022, the Group acquired SHNE,
marking a key step in its strategic transformation. In the past
year, the Group accurately empowered SHNE in terms of
capital, resources, brand and mechanism, helping SHNE to
continuously optimise its capital structure, steadily improve its
asset quality and enable a major breakthrough in the
acquisition of resources. The strategic investment of RMB5
billion made by Ping An Asset Management Co., Ltd.* ((F & &
EEEAREEAT) was successfully introduced, providing
abundant capital guarantee for the rapid development of the
SHNE's business. During the year, the wind power and
photovoltaic development target was approximately 1.62GW,
and 387.5MW of centralised onshore wind power projects in
Shandong Province were acquired amidst intense competition,
creating a precedent for the Group to independently develop
high-quality sizable projects.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWED N (&)

18

The Group actively responded to the national digital economic
policy and relied on the existing new energy industry to create
a two-way synergy mechanism for algorithm power and
electricity. In December 2023, the Group strategically invested
in VNET. VNET is also one of the top three third-party data
centre service providers in China, operating more than 50 data
centres in more than 30 cities across the country, with more
than 87,300 cabinets, providing stable and diversified services
for more than 7,000 enterprise customers. The main businesses
of SHNE (power generation side) and VNET (load side) are
highly complementary to each other. Through the strategic
investment in VNET, it is expected to form an independent and
controllable industrial ecological closed loop of “green power +
algorithm power” with “power is used when generated and is
available when needed, with reasonable pricing and for mutual
benefit” to enhance the competitiveness of the Company. At
the same time, the acquisition further improved the core
financial indicators of the Group, which is conducive to the
long-term development of the Group. Focusing on the goal of
“focusing on professional investment and professional
investment management”, the Group carried out various tasks,
actively enhanced and improved the professional capabilities of
the team, and continued to maintain the focus on new energy
and technology fields on the basis of solidly promoting the
post-investment management of industrial projects. We will
seek new investment opportunities in the upstream and
downstream of the industries where we have established
presence, as well as other growth areas.

During the Reporting Period, the industrial investment business
segment recorded a profit of approximately HK$2.08 billion as
compared to a profit of approximately HK$1.71 billion for the
Previous Period.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWERD N (&)

(I Standard investment business (Z) BECREEK

In terms of standard equity investment, affected by factors such
as geopolitical conflicts, soaring energy prices, the interest rate
hike cycle of major economies and the slowdown of China’s
domestic economic growth, the weakened China and Hong
Kong stock markets seen in 2022 continued the trend in 2023,
and the Hang Seng Index hit a record low in the past 12 years.
Against this backdrop, the standard investment team focused
on China’s assets by reasonable position control and strict risk
control management, thus delivering investment performance
better than the Hang Seng Index.

In terms of standard investment in fixed income, the Federal
Reserve continued to raise interest rates, driving the benchmark
interest rate to rise to a record high, and the domestic real
estate market continued to decline throughout the year,
resulting in intensified fluctuations in US dollar bonds issued by
Chinese enterprises. Despite the relatively volatile market, the
Company gradually reduced its holdings of high-risk targets at
a relatively high level at the beginning of the year, and seized
the trading opportunities of phased long-term treasury bonds
to increase the level of income in the middle of the year. In the
second half of the year, due to the volatility of the global bond
market, we further reduced our risk positions and portfolio
duration to mitigate the subsequent volatility of the portfolio
and maintained a relatively conservative investment strategy.
The return of the standard fixed income portfolio has remained
stable in general accordingly.

During the Reporting Period, the Group’s standard investment
business recorded a fair value loss on financial assets at FVTPL
of approximately HK$418 million as compared to a loss of
approximately HK$954 million for the Previous Period.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWED N (&)

(I Non-standard investment business

20

During the Reporting Period, for non-standard investment
business, the Group insisted on resolving historical risks as its
first priority. In 2023, with the continuous adjustment and
optimisation of real estate policies by the state, the real estate
market gradually developed in a stable direction, but the risks
accumulated by some real estate enterprises for years were still
yet to be fully released. To this end, the Group optimised its
mechanism and concentrated its efforts to reduce the credit
exposure of its existing non-standard investment business by
means of debt restructuring, debt transfer and introducing
relief funds to revitalise its existing assets, and achieved major
breakthroughs in a number of projects. At the same time, the
Group prudently seized investment opportunities and
appropriately carried out strong credit guarantees and high-
quality asset mortgage and pledge businesses. Focusing on the
direction of its strategic transformation, the Group
strengthened the coordination with industrial investment in the
fields of real economy such as new energy, new infrastructure
and new technology, and provided financing services for the
target companies of industrial investment and their upstream
and downstream industrial chain companies.

Benefiting from the restructuring and revitalization of the
existing business and the addition of some high-quality projects
with decent returns and controllable risks, income of this
business segment increased slightly as compared with the
Previous Period. However due to the significant increase in
financial cost sharing in view of the high interest rate, and the
increase in the impairment of risk assets, the non-standard
investment business recorded a loss of HK$376 million as
compared to a loss of approximately HK$134 million for the
Previous Period.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWERD N (&)

(IV) Licenced financial services

The Group currently holds licences Nos. 1, 4, 5, 6 and 9 issued
by the Securities and Futures Commission of Hong Kong and a
money lender licence in Hong Kong, as well as licences, such as
Qualified Foreign Limited Partner (QFLP) fund manager and
financial leasing, in Mainland China. The Group’s services
include corporate and individual customers in Mainland China,
Hong Kong and worldwide, providing customers with
integrated financial services related to cross-border investment
and financing needs in Mainland China and Hong Kong.
During the Reporting Period, the licenced finance business
recorded a loss of HK$82.2 million as compared to a loss of
HK$571 million for the Previous Period.

FUTURE PROSPECTS

Looking ahead to 2024, overseas liquidity contraction is coming to
an end, and the US-China economic cycle is expected to rise together
and promote the rebound of market risk appetite, driving the
recovery of global risk assets. The Chinese government will maintain
its general belief of seeking progress while maintaining stability,
revitalise the monetary and fiscal fields with proactive fiscal policies.
The favourable conditions facing its economic development are still
stronger than the unfavourable factors.

In order to integrate high-quality development with a high level of
security, China will vigorously promote the construction of a modern
industrial system and accelerate the development of new quality
productive forces. In terms of new energy, China will deepen the
international cooperation on new energy technology innovation,
further build a new energy infrastructure network, target the world's
energy technology frontier, focus on key energy fields and major
needs, and cultivate energy technology and its related industries as
new growth drivers of the industrial upgrading in China. In terms of
new infrastructure, China will carry out in-depth promotion of the
innovative development of the digital economy, construct digital
infrastructure in a moderate and proactive manner, and accelerate
the development of its national integrated algorithm system, which
reveals that investments in new energy and new infrastructure are
still expected to maintain the “long board effect”, thereby
continuously promoting the economy to achieve effective
improvement and reasonable growth.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWED N (&)

In the coming year, the Company will continue to closely follow the
direction of the national strategy, capitalise on the strategic
opportunity of new energy, new infrastructure and other strategic
emerging industries, and a time window for leapfrog growth, give
full play to its advantages of the “combination of industry and
finance + cross-border linkage”, further provide a wider and stronger
shareholder empowerment for the investee companies, and gradually
create a complementary, embedded and mutually beneficial
“Shandong Hi-Speed Holdings” ecosystem, so as to achieve a
comprehensive improvement in the performance, corporate value
and market valuation of the investee companies.

On one hand, the Group will capitalise on the opportunity of its
strategic shareholdings in VNET to strengthen synergistic joint
development and solidly promote the cultivation and enhancement
of new business mode of “new energy +". The Group will expand
the room for development from the consumption side, vigorously
promote the synergistic mode of “electric power + computing
power”, build an energy industry system based on the integrated
development of source-network-load-storage, accelerate the
exploration of a series of green power conversion demonstration
projects such as photovoltaic hydrogen production for the synthesis
of green ammonia, methanol, refining and green oil and gas, and
develop new fields and new business in an orderly manner. On the
other hand, the Group will further deepen the multi-dimensional
strategic synergy with its controlling shareholders. The Group will
integrate new energy power generation, clean energy storage, third-
party data centres and other business resources to provide
comprehensive green energy solutions and digital economy
infrastructure for relevant application scenarios of SDHS Group,
thereby facilitating the digital and low-carbon transformation of
SDHS Group.

In addition, the Group will closely follow the strategic objectives of
industrial investment, further co-ordinate the asset allocation of other
business segments, explore investment opportunities in key
industries, focus on highly promising and competitive growth
industries represented by new energy industry and new infrastructure
industry, and continue to promote the effective implementation of
strategic layout.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWERD N (&)

LIQUIDITY AND FINANCIAL RESOURCES

During the Reporting Period, the Group had sufficient liquidity and
working capital to maintain normal business operations. As at 31
December 2023, the total amount of cash and cash equivalents of
the Group which are mostly denominated in Renminbi, United States
dollars and Hong Kong dollars, was approximately
HK$5,718,596,000 (2022: HK$4,392,562,000), total assets were
approximately HK$72,737,804,000 (2022: HK$68,957,609,000) and
total borrowings were approximately HK$45,771,732,000 (2022:
HK$43,787,262,000).

The Group has adopted a prudent financial management approach
towards its treasury policy and thus maintained a healthy liquidity
position for the Reporting Period. To manage the liquidity risk, the
Board closely monitors the Group’s liquidity position to ensure that
the liquidity structure of the Group’s assets, liabilities and other
commitments can meet its funding requirements from time to time.

As at 31 December 2023, the Company had a total of 6,019,431,109
issued shares with a par value of HK$0.001 each, and the total deficit
attributable to the owners of the Company was approximately
HK$1,002,210,000 (2022: HK$36,053,000).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWED N (&)

BANK LOANS AND OTHER BORROWINGS

As at 31 December 2023, the outstanding borrowings of the Group
were comprised of bank borrowings, bonds and other borrowings
which were approximately HK$30,214,750,000 (2022:
HK$26,767,180,000), HK$6,629,401,000 (2022: HK$8,521,297,000)
and HK$8,927,581,000 (2022: HK$8,498,785,000), respectively. As
at 31 December 2023, the outstanding bonds of the Group included,
a secured bond with a coupon rate of 3.95% per annum (the
outstanding amount: approximately HK$1,565,374,000), a secured
bond with a coupon rate of 4.30% per annum (the outstanding
amount: approximately HK$793,450,000), a secured bond with a
coupon rate of 4.10% per annum (the outstanding amount:
approximately HK$3,904,421,000), and secured bonds with interest
rates ranging from 4.20% to 4.90% per annum (the outstanding
amount: approximately HK$366,156,000). The above stated bonds
and other borrowings were denominated in US dollars and Renminbi.
Details of the bank borrowings and other borrowings of the Group
are disclosed in note 37 to the consolidated financial statements.

GEARING RATIO

As at 31 December 2023, the gearing ratio (total outstanding
borrowings divided by total assets) of the Group was approximately
62.93% (2022: 63.50%).

FOREIGN EXCHANGE RISK MANAGEMENT

The Group’s monetary assets, liabilities and transactions are mainly
denominated in Renminbi, Hong Kong dollars and US dollars. The
Group is mainly exposed to foreign exchange risk with respect to
Renminbi which may affect the Group’s performance. The Group will
pay attention to the possible exchange rate exposure due to the
continuing fluctuation of Renminbi, closely monitor its impact on the
performance of the Group and consider adopting appropriate
hedging measures when necessary. In addition, the Group also pays
attention to the impact of the U.S. interest rate fluctuations on its
U.S. dollar-denominated assets from time to time, and takes
appropriate response measures. During the Reporting Period, the
Group’s management considers the foreign exchange exposure was
insignificant and therefore the Group has neither held any financial
instruments for hedging purposes, nor any currency borrowings or
other hedging instruments to hedge.
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PLEDGE OF ASSETS

As at 31 December 2023, certain of the Group’s bills payables, lease
liabilities and borrowings are secured by:

o guarantees provided by SDHS Group;

o guarantees provided by the Company and certain subsidiaries;
o pledges over certain of the Group's finance lease receivables;
o pledges over certain of the Group’s loans receivables;

o pledges over certain trade receivables and contract assets of
certain subsidiaries of the Group;

o pledges over certain of the Group’s property, plant and
equipment;

o pledges over certain of the Group’s investment property;
o pledges over certain of the Group’s operating concessions,;

o pledges over certain of the Group’s bank deposits; and/or

o pledges over the Group's equity interest in certain subsidiaries.

Save as disclosed above, as at 31 December 2023, the Group did not
have any other pledge of assets. Details of the pledge of assets of the
Group are disclosed in notes 34, 36 and 37 to the consolidated
financial statements.
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CONTINGENT LIABILITIES AND CAPITAL
COMMITMENTS

The Group did not have any significant contingent liabilities during
the Reporting Period.

As at 31 December 2023, the Group had capital commitments,
which are contracted but not provided in the consolidated financial
statements, in respect of construction, material and equipment costs
for development of clean energy project and capital contributions to
joint ventures amounting to approximately HK$242,770,000 (2022:
HK$354,361,000) and approximately HK$291,919,000 (2022:
HK$320,883,000), respectively.

SIGNIFICANT INVESTMENTS

As at 31 December 2023, save as disclosed in note 24 “Interests In

Associates” to the consolidated financial statements that certain
investment in associate and its carrying amount is over 5% of the
total assets of the Group, the Group did not have any other individual
investment with a fair value of 5% or more of the total assets of the

Group.

The Directors are of the view that the significant investment in VNET
is an important industrial investment layout of the Group and is in
line with the Group’s industrial investment strategy of focusing on
strategic emerging industries such as new energy and new
infrastructure.

For further details of the above transaction, please refer to the
section headed “Material Acquisition and Disposal — Acquisition of
equity interest in VNET Group Inc. through subscription of shares” in

this report.

Save as disclosed in this report, the Group did not have any specific
plans for significant investment or capital assets acquisition during
the Reporting Period.

FUTURE PLANS FOR MATERIAL INVESTMENTS
AND CAPITAL ASSETS

As at 31 December 2023, the Group did not have any future plans

for material investments or capital assets.
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MATERIAL ACQUISITION AND DISPOSAL

During the Reporting Period, the Group has conducted the following
material acquisition and disposal:

Acquisitions of entire equity interests in Shangqiu Ningdian
New Energy Co., Ltd.* (R EEHEREMR A7), Lankao Gold
Wind Power New Energy Co., Ltd.* (BZ&EEEHERERA
7]) and Shengiu Yingdian New Energy Co., Ltd.* (T £ 8 E#H 8t
RERAR)

On 20 December 2022, (i) China Power Construction Henan Electric
Power Co., Ltd.* (R E & E 1A R A R]), Qingdian Green Energy
Co., Ltd.* (BEELEEERAR AR, as the sellers and Tianjin Fuyi
Enterprise Management Consulting Co., Ltd.* (KZEELEEETR
HBPRAT]) (the “Purchaser”), an indirect non-wholly owned
subsidiary of the Company, entered into the equity transfer
agreement (the “Equity Transfer Agreement-1") in relation to the
sale and purchase of entire equity interest in Shanggiu Ningdian New
Energy Co., Ltd.* (FEEEFFEABRAF) (the "Target
Company-1") at the consideration of RMB143,567,600 (the
“Acquisition-1"); (ii) Henan Qingdian New Energy Co., Ltd.* (Al &/&
BHEERAR A F]) and the Purchaser, entered into the equity
transfer agreement (the “Equity Transfer Agreement-2") in relation
to the sale and purchase of entire equity interest in Lankao Gold
Wind Power New Energy Co., Ltd.* (& & EEBHELRAER A A)
(the “Target Company-2") at the consideration of RMB55,928,800
(the “Acquisition-2"); (iii) Henan Qingdian New Energy Co., Ltd.* (Ja]
B EHALR AR A7), and the Purchaser, entered into the equity
transfer agreement (the “Equity Transfer Agreement-3”, together
with Equity Transfer Agreement-1 and Equity Transfer Agreement-2,
the "Equity Transfer Agreements”) in relation to the sale and
purchase of entire equity interest in Shengiu Yingdian New Energy
Co., Ltd.* (LEsEEHELREBIR 7)) (the "Target Company-3”,
together with the Target Company-1 and Target Company-2, the
“Target Companies”) at the consideration of RMB43,226,300 (the
" Acquisition-3", together with Acquisition-1 and Acquisition-2, the
“Acquisitions”). Details are set out in the joint announcement of the
Company and SHNE dated 20 December 2022. Pursuant to the terms
and conditions of the Equity Transfer Agreements, completion of the
Acquisitions took place on 1 January 2023. During the Reporting
Period, each of the Target Companies has been the indirect wholly
owned subsidiary of SHNE and the indirect non-wholly owned
subsidiary of the Company.
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Deemed disposal of equity interest in Tianjin Clean Energy
through capital increase

On 24 October 2023, Tianjin Beiging Smart Energy Company
Limited* (RK)EILEE HEEBLIRAMRAF) (“Beiging Smart”), SDHS
Group, SHNE, Ningbo Meishan Bonded Port Zone Chuangze Equity
Investment Partnership (Limited Partnership)* (2% LRFERA]
EREREARLE (BRAR)) (the "Ningbo Meishan Limited
Partnership”) and Tianjin Clean Energy Investment Company Limited*
(REEBREERZERAGRARF) (the “Tianjin Clean Energy”), an
indirect non-wholly owned subsidiary of the Company and an
indirect wholly-owned subsidiary of SHNE, entered into a capital
increase agreement (the “Capital Increase Agreement”). Pursuant to
the Capital Increase Agreement, the Ningbo Meishan Limited
Partnership has conditionally agreed to make cash contribution of
RMB5,000,000,000 (equivalent to approximately HK$5,450,000,000)
to Tianjin Clean Energy, of which RMB3,441,580,300 and
RMB1,558,419,700 are to increase its registered capital and capital
reserve respectively (the “Capital Increase”).

RMB4,000,000,000 and RMB1,000,000,000 had been paid by
Ningbo Meishan Limited Partnership to Tianjin Clean Energy on 1
December 2023 and 3 January 2024, respectively. The completion of
the Capital Increase took place on 3 January 2024 in accordance with
the terms and conditions of the Capital Increase Agreement (the
“Completion of Capital Increase”). Upon the Completion of Capital
Increase, Tianjin Clean Energy is now held as to approximately
55.54% by Beiging Smart and approximately 44.46% by the Ningbo
Meishan Limited Partnership. As the equity interest of SHNE in Tianjin
Clean Energy was reduced from 100% to approximately 55.54%,
each of the Company and SHNE is deemed to have made disposal of
interest in Tianjin Clean Energy under Rule 14.29 of the Listing Rules.
Tianjin Clean Energy will continue to be accounted as a subsidiary of
both the Company and SHNE. Details of the Capital Increase are set
out in the joint announcement of the Company and SHNE dated 24
October 2023, the announcements of SHNE dated 30 November
2023 and 13 December 2023, and circular of SHNE dated 15
November 2023.
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Acquisition of equity interest in VNET Group Inc. through
subscription of shares

On 16 November 2023, Success Flow International Investment
Limited and Choice Faith Group Holdings Limited (each a direct
wholly-owned subsidiary of the Company) (the “VNET Investors”)
entered into an investment agreement (the “Investment Agreement”)
with VNET (together with its subsidiaries and entities based in PRC
controlled by VNET's wholly-owned subsidiaries in the PRC through
contractual arrangements, the “VNET Group”), pursuant to which
the VNET Investors conditionally agreed to subscribe for and VNET
conditionally agreed to allot and issue a total of 650,424,192 new
class A ordinary shares (the “Subscription Shares”) to the VNET
Investors at the subscription price of US$0.4597 per Subscription
Share for the consideration of an aggregate of U$S$299,000,000
(equivalent to approximately HK$2,332,200,000) (the
“Subscription”). VNET is principally engaged in investment holding.
The VNET Group is principally engaged in providing hosting and
related services, including IDC (internet data center) services, cloud
services, and business VPN services to improve the reliability, security,
and speed of its customers’ internet infrastructure.

The closing of the Subscription took place on 28 December 2023 in
accordance with the terms and conditions of the Investment
Agreement (the “Closing”). As at the Closing, the Subscription
Shares represent approximately 42.12% of the enlarged total
outstanding shares of VNET with a par value of US$0.00001 each
(excluding treasury shares and class A ordinary shares in the form of
ADSs that are reserved for issuance upon the exercise of share
incentive awards of VNET). Details of the Subscription and the
Closing have been disclosed by the Company in its announcements
dated 16 November 2023 and 28 December 2023 and circular dated
11 December 2023. VNET had not and will not become a subsidiary
of the Company and its financial results will not be consolidated in
the financial statements of the Group.

Save as disclosed above, there were no other material acquisitions or
disposals of subsidiaries, associates and joint ventures of the Group
during the Reporting Period.
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ISSUANCE OF DEBENTURES

On 26 January 2022, Coastal Emerald Limited (“Coastal Emerald”)
issued floating rate guaranteed bonds due 2023 in an aggregate
principal amount of US$220,000,000 to an independent third party
to raise funds for refinancing and general corporate purposes.

On 15 June 2022, Coastal Emerald issued 4.10% guaranteed bonds
due 2025 in an aggregate principal amount of US$500,000,000 to
independent third parties to raise funds for refinancing and general
corporate purposes.

On 20 December 2022, a subsidiary of SHNE issued corporate bonds
with an aggregate principal amount of RMB465,000,000 to certain
institutional investors. The interest rates of the bonds ranged from
4.20% to 4.90% per annum. The corporate bonds are guaranteed
by trade receivables and repayable on 30 November 2025.

After deduction of the issuance costs, the Group received net
consideration of approximately US$219,925,000, US$497,735,000
and RMB462,920,000 from the issuance of the above bonds.
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UPDATE ON RELEVANT TRANSACTIONS

Loan to Kaisa Group

Reference is made to the Company’s announcement dated 5
December 2021 (the “Kaisa Loan Announcement”). Unless
otherwise stated, capitalised terms used in this subheading
shall have the same meanings ascribed to them in the Kaisa
Loan Announcement.

Grand Sail was in breach of the CSFG Facility Agreement when
it failed to pay the interests due of US$6,268,184.16 on 17
December 2021, causing an event of default. Grand Sail and
Kaisa Group were liable to immediately pay to China Shandong
Hi-Speed Capital (HK) Limited (“CSCHK") the outstanding
principal of US$101,104,497.90 and interest accrued since
then. In addition, as a result of the abovementioned breach of
CSFG Facility Agreement, cross default of the Notes occurred.
Ye Chang and Kaisa Group were liable to immediately pay to
Safe Castle the outstanding principal of US$80,000,000 and
interest accrued since then.

Regarding the abovementioned defaults under the CSFG
Facility Agreement and the Notes, CSCHK and Safe Castle
issued notice of default to, among others, Grand Sail on 24
December 2021. Subsequently, Ye Chang further defaulted in
interests of US$6,174,444.44 payable under the Notes on 3
April 2022. Accordingly, CSCHK and Safe Castle issued
demand letter to Grand Sail, Kaisa Group and Ye Chang on 27
May 2022.
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As at 27 May 2022 (being the date of the abovementioned
demand letter), (i) Grand Sail and Kaisa Group owed CSCHK
the outstanding principal of US$101,104,497.90 plus interest
of US$12,637,767.53 pursuant to the CSFG Facility Agreement;
and (i) Ye Chang and Kaisa Group owed to Safe Castle the
principal of US$80,000,000 plus interest of US$7,854,444.44
pursuant to the Notes. On 30 June 2022, 100% equity interests
(BHIREAR LT was
charged by Abundant Land Limited as chargor in favor of

of Gold Promise Investments Limited

CSCHK as chargee as additional security for the outstanding
amount under, inter alia, the CSFG Facility Agreement.

As at the date of this report, the parties are under negotiation
on repayment schedule and the provision of additional security
for the amounts owed and payable to CSCHK and Safe Castle
under the CSFG Facility Agreement and the Notes.

Settlement Agreements with Okay Airways

Reference is made to the announcements of the Company
dated 18 December 2020 and 28 December 2020, respectively,
in relation to, among other things, the Settlement Agreements
(the "Okay Announcements”). Capitalized terms used in this
subheading shall have the same meanings as those defined in

the Okay Announcements.

Settlement Agreement - 1

Okay Airways fulfilled its repayment obligations under the
Settlement Agreement — 1 by repaying approximately RMB40.3
million to Shangao International Leasing in March 2021. The

outstanding amount concerned was fully settled accordingly.

Shandong Hi-Speed Holdings Group Limited ANNUAL REPORT 2023

2022495827 B (BN bt 18 5% K
BED - (WREBELSSRBE RS
BMRELEERERLSELRS
BAREE AR £ 101,104,497.90 %
TR A B 12,637,767.53% T &
(IVBERE  EEREEEES
/R Safe Castle X & 80,000,000 3%
JT K K| B 7,854,444 44 F 58 © B
20226 A30H F % KREEARA
7] # 100% A% # # Abundant Land
LimitedE AR AERFILEER
BB (ERFERA)  ERRBRE(HF
BiE)LSeREE HEREENIE
RIEEIMER o

RAREBH  SHEEHEER
MEAERRBE LS SHEE HE
REBEREEAFTFLESEARS
K Safe Castle ) FXIB 2 BN E R
EITIHE -

B 5L A 22 3 XY AR 1 o

AR AR R BIFA2020F12 518
=] &2020¢12H28E| Tl s

B R (B BHE) M # ([ 8-
ERQ%J)°$ DA% A R AR R

RYNEFAACELRHARASE -

FlEG=—1

B MER2021F3 80 LS B

HE @@%AEMmaﬁéﬁ-E
TEBEME R - 1HERERT -
ERARERERESELES -



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWERD N (&)

Settlement Agreement - 2

As Okay Airways failed to fully perform its contractual
obligations under the Settlement Agreement — 2 in September
2021, Shangao International Leasing exercised its enforcement
right under the Settlement Agreement — 2 and subsequently
applied to resume the enforcement orders against Okay
Airways at the Shenzhen Intermediate People’s Court (31T
AR ARIEBT) (the “SZ Intermediate Court”) in December
2021.

From January to May 2022, the SZ Intermediate Court
conducted investigations on the bank accounts, stock accounts,
real estate, vehicles and overseas shareholdings of Okay
Airways and the relevant bank account of Okay Airways
holding cash of approximately RMB18.2 million was
subsequently frozen by the SZ Intermediate Court in May 2022.

In July 2022, Shangao International Leasing recovered an
amount of approximately RMB18.1 million (after deduction of
the administrative execution costs) from Okay Airways

according to the ruling given by the SZ Intermediate Court.

Shangao International Leasing will continue to pursue necessary
legal actions to recover the remaining outstanding amount

from Okay Airways under the Settlement Agreement — 2.

The Company will also continue to monitor the progress of the
legal proceedings and assess the impact of the legal

proceedings on the Group.

Tuspark Bond

Reference is made to the announcement of the Company
dated 15 August 2019 in relation to the acquisition by Safe
Castle at a consideration of US$29,571,000 (equivalent to
approximately HK$231,836,640) from Haitong International
Financial Solutions Limited of the bond in the principal amount
of US$30,000,000 with coupon rate of 7.95% per annum (the
“Tuspark Bond”) issued by Tuspark Forward Ltd. (“Tuspark
Forward”) and guaranteed by Tus-Holdings Co., Ltd.
("Tus-Holdings").
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On 8 July 2021, Tuspark Forward (as the issuer) and Tus-
Holdings (as the guarantor) published an announcement
disclosing that, among others, Tuspark Forward and Tus-
Holdings had defaulted in interest payment under a separate
guaranteed bond due 2022 and therefore an event of default
has also occurred under the Tuspark Bond. On 6 August 2021
and 15 August 2021, Tuspark Forward published
announcements disclosing that, among other things, pursuant
to the consent of the holders of the Tuspark Bond, the maturity
date of the Bond was extended to 13 May 2024. On 12 August
2022, Tuspark Forward, Tus-Holdings and the relevant
subsidiary guarantors published an announcement disclosing
that, among others, Tuspark Forward and Tus-Holdings were
facing liquidity issues and it was likely that they would default
in relevant interest payments and therefore an event of default
would likely occur under the Tuspark Bond. On 23 August
2022, Tuspark Forward, Tus-Holdings and the relevant
subsidiary guarantors published an announcement to seek
approval from bondholders for relevant amendments and
waivers in relation to the Tuspark Bond in order to facilitate,
among others, the repayment of the Tuspark Bond. However,
on 13 September 2022, Tuspark Forward, Tus-Holdings and
the relevant subsidiary guarantors announced that, due to
concerns expressed by some of the bondholders, the
arrangement to seek approval from bondholders as mentioned
in their announcement dated 23 August 2022 was terminated.

On 5 February 2024, Tuspark Forward, Tus-Holdings and the
relevant subsidiary guarantors announced that, among others,
Tus-Holdings and China CITIC Bank International Limited as the
sole dealer manager (the “Sole Dealer Manager”), have been
proactively engaging with the major bondholders to advance
the liability management of the Tuspark Bond and Tus-Holdings
made a preliminary liability management proposal and had
multiple rounds of discussions with the major bondholders on
the restructuring terms of the Tuspark Bond in December 2023.
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As at the date of this report, the total outstanding notional
amount under the Tuspark Bond amounted to US$26,600,000.
The Company will take relevant measures to recover the
principal amount and interest outstanding in relation to the
Tuspark Bond from Tuspark Forward and Tus-Holdings,
including but not limited to:

(i)  actively seeking legal advice in respect of the default to
devise and implement various measures with an aim to
recover the outstanding amount as soon as possible; and

(i) actively communicating with Tuspark Forward and Tus-
Holdings and/or their financial advisers via means
disclosed in the announcements issued by them to
understand the current status and to discuss recovery
arrangements.

FURTHER INFORMATION OF THE LENDING
BUSINESS

During the Reporting Period, the lending business involved by the
Group include structured financing business, financial leasing
business and securities margin business.

Structured financing business and financial leasing
business

The structured financing business of the Group focus on commercial
loans with loans of “short term, collateralized and low risk”, which
mainly provide financial assistances to listed companies with high
ratings from well-known overseas rating agencies, good credit
qualifications, larger scale of assets and income as well as top
industry rankings, with a view to obtaining a fixed return with a
relatively stable cash flow.

The finance leasing business of the Group mainly provides financial
assistance to lessees in the form of direct leases or leasebacks in
Mainland China and mainly in the form of leasebacks, through which
it can help corporates to revitalise existing assets so as to expand
business scale, and our customers are concentrated on entity
enterprise with good credit qualifications and large percentage of
fixed assets and having ability to continue on a going concern basis,
with a view to obtaining a relatively safe and fixed return by way of
rentals received through leasebacks.
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During the Reporting Period, the interest income of loans generated
from the structured financing business of the Group was
approximately HK$149,411,000, representing an increase of 19.75%
as compared with approximately HK$124,767,000 for the
Corresponding Period. The interest income of loans generated from
the financial leasing business of the Group was approximately
HK$2,825,000, representing a decrease of 80.68% as compared
with approximately HK$14,619,000 for the Corresponding Period.

During the Reporting Period, the Group has granted one new loan
with the total amount of approximately HK$557,904,000. The Group
has not granted any financial lease receivable during the Reporting
Period.

As at 31 December 2023, nine loans remained outstanding, in which
(i) three loans receivables with the gross balance of approximately
HK$1,645,317,000 were classified under stage 1 (initial recognition),
(i) four loans receivables with the gross balance of approximately
HK$2,312,921,000 were classified under stage 2 (significant increase
in credit risk), and (iii) two loans receivables with the gross balance of
approximately HK$430,179,000 were classified under stage 3 (credit
impaired).

As at 31 December 2023, twelve finance lease loans remained
outstanding, in which (i) two finance lease receivables with the gross
balance of approximately HK$319,710,000 were classified under stage
2 (significant increase in credit risk), and (ii) ten finance lease
receivables with the gross balance of approximately HK$1,471,435,000

were classified under stage 3 (credit impaired).
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At the end of the Reporting Period, the Directors performed
impairment assessment on loans receivables and finance lease
receivables with reference to the valuation prepared by an
independent professional valuer. According to the valuation,
provisions of approximately HK$555,999,000 and HK$1,385,563,000
have been made in respect of the expected credit loss of loans
receivables and finance lease receivables as at 31 December 2023.
For the year ended 31 December 2023, the significant change in the
provision of credit losses of loans receivables was mainly due to
origination or purchase as well as changes in probability of default,
loss given default and exposure at default as a result of regular
update of parameters, resulting in an increase in loss allowance of
approximately HK$109,921,000.

During the Reporting Period, the Group recorded impairment losses
(net of reversals) on loans receivables of approximately
HK$109,921,000 (2022: HK$78,347,000) and on finance lease
receivables of approximately HK$2,852,000 (2022: reversal of
impairment loss of approximately HK$11,067,000) (the

“Impairment”).

For details of the methodology and basis used in determining the
amount of the Impairment and the valuation used in assessing the
Impairment during the Reporting Period, please refer to notes 3, 4,
27 and 28, and the section headed “Credit risk” in note 47 to the
consolidated financial statements. The Board considers that the

provision for the Impairment is appropriate.
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PRINCIPAL TERMS OF GRANTING LOANS RTERNEEMRN
The principal terms of outstanding loans as at 31 December 2023 202312 A31BZ W ABEERZ X
were as follows: ZERAT -
Loans Allowance Loans
receivables for ECL receivables
(before  Accumulated reversed/ Accumulated (after
accumulated  allowance Transfer  (recognised) allowance  accumulated
allowance for for ECL for the for the forECL  allowance Collateral
ECL) as at asat  yearended yearended asat  forECL)asat and/or
31December ~ 1January 31December 31December ~ Exchange 31December 31December Interestrate  guarantee  Maturity
2023 2023 2023 2023 realignment 2023 2023 perannum obtained date
20235 SEYlPEES 20235
1283188 128318 1283188
EUER  MosE LEERE/ ROnE  RUER
(RitEst 1818 BZBE  (BM 128318 (BNBRE FrESH
EBEE  ZHEE nANR EEEE 2R RARE gl

FEREN) FEFRRR LFEEE  FERG  ERMR GEEERRE  BRER) £
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
TR TR TR TR TR TR TER

¥ R/AER EEE

Stage 1 F-E&
Unlisted coporate 3£ ERIR£ZFA
Customer A 655,199 (1,715) - (2,040) - (3,755) 651,444 10.000% Yes§  16/06/2024
Unlisted corporate 3 ETA 2R FB
customer B 584,017 - - (5179) ®) (5,187) 578,830 6.000% YesH  16/09/2027
Unlisted corporate  3E FTAEEPC
customer C 406,101 (1,056) - (1,270) - (2,326) 403,775 9.000% YesH  29/012024
Unlisted corporate 3 EA2EFD
customer D - (485) 47 - 8 - -
1645317 (3,256) 477 (8,489) - (11,268) 1,634,049
Stage 2 =
Unlisted corporate 3+ £EFE
customer £ 800,681 (31,995) - (32) - (32,027) 768,654 6.000% YesH  15/122021
Unlisted corporate 3 ENERFF
customer F 840,763 - - (33,631) - (33,631) 807,132 14.000% YesH  02/1012022
Unlisted coporate 3 TR 2EFG
customer G 394,224 (208) - (47,035) (63) (47 306) 346,918 9.000% YesE 2800612023
Unlisted corporate 3 EA$EFD
customer D 277253 - (477) (1,110) (1 (1,588) 275,665 9.000% Yes§  31/032023
Unlisted corporate 3 tH 2 X PH
customer H - (87.062) - 87,062 - - - 13.000% Yes§  30/06/2021
231291 (119.265) (47 5,254 (64) (114552) 2,198 369
Stage 3 F=ER
Unlisted corporate 3£ EAE R F
customer | 427,35 (325,366) - (106,686) 5196 (427 356) - 7.500% 2110212020
Individual customer J & AJ 2823 2,823 - - - (2,823 - 20.000% 300972017
430,179 (328,689) - (106,686) 5196 (430,179) -
4,388,417 (451,210) - (109,921) 5132 (555,999) 3,832,418
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As at 31 December 2023, the major terms of outstanding finance A 2023F12A31AZ WM AEEREHE

lease were as follows: ZEEBERAT
Finance lease Allowance Finance lease
receivables for ECL receivables
(before ~ Accumulated reversed/ Accumulated (after
accumulated allowance Transfer  (recognised) allowance  accumulated
allowance for for ECL for the for the for ECL allowance Collateral
ECL) as at asat  yearended  yearended asat  for ECL)as at and/or
31 December 1lanuary  31December 31 December Exchange  31December  31December Interest rate guarantee Maturity
03 203 03 2023 realignment 03 2023 perannum obtained date
R2023% R2023%
12A318H BEABE 1283188
HERE 128318 HERE
BUZE  H0nE LEERE/ IVEE LLE
(it &it 1818 2% (BR) 128318 (BHREH FERH
ROEE ZHEN 128318 EHEE EHEN RHEE il

FERRH) GEFERR  LEEER BERE ExfZ GERERE  FERR) FiE  R/4ER B
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
Tin Thn TEn Thn TEn Tin TEn

Stage 1 2-E&
Unlisted corporate 32 FATR £ ZPA
customer A - (157) 154 - 3 - - -
Unlisted corporate 3 FTA£EFB
CUstomer B - 33) R - 1 - - -
Unlisted corporate 3 ETAEEPC
customer C - (84) - 82 2 - - 7.125% YesH 03032023
- (274) 186 82 6 - -
Stage 2 1
Unlited comporate 3£ F A% EFD
Customer D 290,135 (11.79) - 11,589 209 - 290,135 4.750% YesH 19122022
Unlisted corporate 3 ETAEEPA
customer A 29575 - (154) 126 - (28) 29547 6.160% YesE 110012024
319,710 (11,79) (154) 1,715 209 (28 319,68
Stage 3 2ZER
Unlisted corporate 3 FH A2 ZPE
Customer 496,647 (459,766) - 5228 7556 (446,982) 49,665 4.750% YesE 21003203
Unlisted corporate 3 ETAERFB
customer B 36,235 - (32) 32 - - 36,235 8.000% YesE 1512202
Unlisted corporate LA £RPF
customer F 318443 (323758) - - 5315 (318.443) - 9,000% YesH 17120018
Unlsted comporate. 3£ TR EEFG
customer G 182,765 (185,816) - - 3,051 (182,765) - 4.750% YesE 260010201
Unlsted comporate.~ FF EFAERPH
customer H 170,281 (156,739) - (16,093) 2,551 (170,281) - 4.750% YesE 280032021
Unlisted corporate A EFI
customer | 159,148 (147,140) - (14,403) 23% (159,148) - 4.750% YesE 280032021
Unlisted corporate 3 FRT R EZE)
customer ) 49334 (51273 - 1,097 842 (49.334) - 8.000% YesE 231172018
Unlisted corporate 3 ETA £ R K
customer K 28,001 (33.157) - 4,605 551 (28,001) - 9.200% YeH 311202
Unlisted corporate 3£ EAERPL
customer L 21,81 (29490) - 1,716 487 (27,287) - 9.200% YesH 2311202
Unlsted comporate. Sk ETRERFM
customer M 3294 (3309 - - 5 (3,294) - 12.000% YesH 23100017
Unlsted comporate. ¥ EFAERPN
customer N - (343) - 3,169 269 - -
1471435 (1393,926) 32) (14,649) 23072 (1,385,535) 85,900
1,791,145 (1,405,998) - (2852) B2 (1,385,563) 405,582
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Scale and diversity of customers and loans concentration of
major customers

The customers of the structured financing business and financial
leasing business of the Group are mostly listed companies and large
and medium-sized state-owned enterprises, and their industries cover
real estate, infrastructure, aviation, tourism, semiconductors, new

energy and manufacturing industry, etc.

During the Reporting Period, the loans receivables of the largest
borrower and five largest borrowers amounted to approximately
HK$1,061,300,000 (2022: HK$839,911,000) and HK$3,714,117,000
(2022: HK$3,144,373,000) respectively, the percentages on loans
receivables of the Group were approximately 24.18% (2022:
20.70%) and 84.63% (2022: 80.48%) respectively. The finance lease
receivables of the largest lessee and five largest lessees amounted to
approximately HK$496,647,000 (2022: HK$510,851,000) and
HK$1,458,272,000 (2022: HK$1,489,557,000) respectively, the
percentages on total finance lease receivables of the Group were
approximately 27.73% (2022: 26.64%) and 81.42% (2022:
77.67%). Details of the aging analysis related to the loans receivables
and finance lease receivables of the Group are set out in notes 28

and 27 to the consolidated financial statements respectively.

Credit risk assessment policies and other major
internal control measures

The Group has formulated a set of clear internal control policies in
respect of credit risk management, which clearly sets out, among
others, basic requirements for credit risk assessment and the
requirements of ensuring commercial reasonableness, regulatory
compliance (including but not limited to compliance with corporate
governance and disclosure requirements), adequacy of risk
management measures, rationality of pricing and carrying out
comprehensive due diligence on lending business, as well as establish
a comprehensive review mechanism.
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Credit Risk Assessment Policies
The credit risk assessment policies of the Group mainly include the
following aspects:

(@) Enterprise and business due diligences: Relevant scopes
include company background information, shareholding
structure, historical development, business scope and
advantages, major products, business models, major customers
and suppliers, corporate governance, key senior management
personnel, industry analysis and market competition, etc;

(b) Financial due diligences: Relevant scopes include financial
analysis, profitability analysis, asset quality analysis, debt
analysis, cash flow analysis, financial ratio analysis, repayment
ability analysis as well as guarantee and collateral (if any)
analysis; and

(c)  External enquiries: Relevant scopes include litigation records,
credit reports and external ratings.
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Credit Approval Processes

According to the current internal control policies of the Group, all
non-standard investments (including but not limited to all money
lending projects) made by any subsidiary of the Company which were
funded by the own financial resources of the Group shall be
approved at the Group level. The existing approval processes for loan
and finance lease projects of the Group are outlined below:

Step 1. Project approval

The steps of project approval require an assessment of (i) whether
the proposed project complies with the strategic planning and basic
project requirements of the Group; and (ii) whether there are any
preliminary issues with respect to the transaction structure.

Before carrying out any proposed money-lending project, the
investment and strategic development department of the Group (the
“Investment and Strategic Development Department”) must be
provided with the basic information on a proposed project, including
but not limited to (i) the reasons of financing by the borrower; (ii)
principal terms of the loan (such as interest rate and estimated
principal amounts of the loan); (iii) collateral and guarantees to be
provided by the borrower; (iv) risks associated with the loan; and (v)
exit mechanism under the contractual structure for approval.

Step 2: Due diligences

After obtaining the project approval, a comprehensive due diligence
will be carried out and a due diligence report will be prepared
accordingly. The scope of due diligence generally includes, among
other things, (i) the credit risk assessment of the borrower mentioned
above; (ii) collateral and pledges analysis; (iii) guarantee ability
analysis; (iv) major risk analysis; and (v) formulate risk management

measures.
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Step 3: Pre-approval of projects

After conducting the due diligence mentioned in step 2 above and
anti-money laundering assessment, determining the principal terms
and completing the reviews for conflicts of interest, the due diligence
report will be submitted to the risk management department of the
Company (the “Risk Management Department”) for review. The Risk
Management Department will lead the legal and compliance
department, finance and operation department as well as investment
and strategic development department of the Group to review the
governance compliance, feasibility, reasonable pricing, risks and
adequacy of risk management measures of a proposed project. After
a proposed project has been pre-approved, a risk assessment report
containing the review results will be issued by the relevant risk
department and submitted to the investment decision committee (see
Step 4 below) and the Executive Committee of the Company for
approval.

Step 4: Approved by the Investment Decision Committee

Upon receipt of (i) the due diligence report prepared in accordance
with Step 2; (i) the risk assessment report prepared in accordance
with Step 3; and (iii) the calculation results of size tests in accordance
with the Listing Rules, the investment decision committee will hold a
meeting to review the laws and regulations compliance, feasibility,
risk and risk management measures of a proposed project, which will
focus on, including but not limited to, macro and industrial policies,
political trends, ESG factors and the development strategies of the
Group as well as the transaction structure and logic.

Each member of the investment decision committee can provide
independent opinions and recommendations on a proposed project,
and their respective opinions and recommendations shall be
approved by at least two-thirds of the members of the investment
decision committee and the chairman of the investment decision
committee to form the formal comments and recommendations of
the investment decision committee.
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Step 5: Approved by the Executive Committee of the Company

After the investment decision committee has approved a proposed
project (as described in Step 4), the Executive Committee of the
Company will review the proposed project, focusing on the key terms
and conditions as well as the key risks of such transactions. If the
proposed transaction constitutes a discloseable transaction or
connected transaction under Chapter 14 or Chapter 14A of the
Listing Rules, such project will also be subject to the approval of the
Board.

Before convening a board meeting to review and approve a proposed
project, the Investment and Strategic Development Department of
the Group and relevant business teams will explain to each board
member and discuss with them the main information of the proposed
project, including but not limited to (i) the key financial information
related to the proposed project; (i) the key transaction terms and
conditions; (iii) the background information of counterparties; (iv)
factors affecting pricing; (v) key risks and due diligence results; and
(vi) the calculation results of size tests, and provide supplementary
information. Adjustments will be made based on the views, opinions
and suggestions of board members. If the proposed project is
approved by a majority of the board members present at the
meeting, information will be disclosed in accordance with the
requirements under Chapter 14 and Chapter 14A of the Listing
Rules.
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Monitor the recoverability of loans/financial leases and the
sufficiency of collaterals

The Company has established a post-investment management system
in line with its business models to monitor the recoverability of loans/
financial leases and the sufficiency of collaterals and pledges. The
project team is the first party responsible for the post-investment
management of the money lending projects, and it is responsible for
the post-investment management works stipulated in the relevant
post-investment management measures under the internal policies of
the Company. The Risk Management Department of the Group is the
second party responsible for the post-investment management of
money lending projects, which is responsible for monitoring and
supervising the post-investment management. Post-investment
management usually includes on-site inspections, public opinion
monitoring, financial analysis, issuing repayment reminders and early
warnings, monitoring the status of collaterals and pledges (if any)
and assessing its value on a regular basis. Post-investment
management reports shall be prepared at least once every three (3)
months, covering at least the operating conditions of the borrower
and guarantor (if any), the latest financial statement analysis and
volatility analysis, debt analysis and other financial analysis,
repayment source tracking and analysis, latest information of industry
policies, market conditions, litigation and enforcement status, credit
ratings, negative reputation information as well as the status and
value of guarantees and collaterals and pledges (if any), risk
identification and risk level assessment.

Continue to monitor the recovery of loans

In order to monitor the loan repayment and recovery, according to
the relevant internal control policies of the Group in relation to post-
investment management, the Group prepares a ledger containing the
principal amounts and interest repayment progress of each loan, and
shall issue repayment reminders to borrowers before the due date of
repayment of principal amounts and interests of loans. If there is any
indicator showing the borrower is unable to repay on time, an early
warning, risk reporting and decision-making should be given
according to the requirements under the system.
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Measures for loan recovery

If there is a risk warning or actual default in repayment of loans or
financial leases, the project team should report to the risk
management committee of the Group in a timely manner and take
follow-up actions to recover the amounts, including communicating
repayment requirements, performing due diligence of customers,
evaluating repayment ability of customers and formulating repayment
plans. Action plans for such delinquencies must be formulated by the
responsible project team and approved by the risk management
committee of the Group before implementation. If required by the
internal policies of the Company or Listing Rules, the relevant
response plan must also be approved by the Executive Committee,
the Board and the general meeting of the Company.

The special asset management department of the Group takes the
lead in risk resolution, coordinate and supervise the implementation
progress of approved action plans after approval, and report to the
management on a regular basis.

The Directors consider that the above internal control procedures
significantly reduced the credit risk of the Group.

The Board has overall responsibility for the Group's credit policy and
monitoring the credit quality of the customer loan portfolio of the
Group. The management reviews the recoverable amounts of finance
lease receivables and loan receivables individually or collectively at
each reporting date, so as to ensure that adequate impairment losses
have been provided for irrecoverable amounts. In this regard,
management considers that the credit risk of the Group has been
significantly reduced. Further quantitative data on the exposure of
the Group to credit risk arising from finance lease receivables and
loan receivables are disclosed in notes 27 and 28 to the consolidated
financial statements, respectively.
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Securities margin business

The model of margin business of SDHG International Securities under
the Group is accepting customers to secure shares or bonds and
provide a certain proportion of financing in accordance with the total
value and quality of assets in their accounts. Customers can make
leveraged investments through this service and seize opportunities to

obtain higher investment returns.

Upon receiving the application of margin loans, the risk person-in-
charge of SDHG International Securities will carry out risk assessment
of the margin loan applications and provide suggestions. The margin
loan applications shall be submitted to its operation committee for
approval, applications with large amount shall be submitted to the
credit and risk committee of the Group for ultimate approval.

Except for the principal factors considered mentioned in the
abovementioned credit risk assessment policies, the Group also
considers (i) the assets in securities accounts of clients; and (ii) the

settlement and margin call records when assessing its credit risks.

The risk person-in-charge of SDHG International Securities will
monitor the margin loan position daily and will follow up when there
are defaults in repayment and margin calls. In the event of any
default in repayment of margin loans or the loan-to-value percentage
of borrowers reaches a pre-determined ratio, the responsible project

team will implement margin call and forced liquidation procedures.

For the margin loans receivables of our margin business, the amount of
margin loans receivables from the top borrower and top five borrowers
was approximately HK$126,521,000 (2022: HK$116,025,000) and
HK$216,691,000 (2022: HK$191,525,000) respectively during the
Reporting Period, accounting for approximately 55.38% (2022: 59.85%)
and 94.85% (2022: 98.79%) of margin loans receivables of the

Group respectively.
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During the Reporting Period, the margin loans receivables of the
Group accounted for 0.31% (2022: 0.28%) of the total assets of the
Company, which had an insignificant financial contribution to the
Group, thus the Directors are of the opinion that it is of no value to
disclose details of the principal terms of margin loans granted by the
Group. As at 31 December 2023, in the opinion of the Directors, the
fair value of collaterals was sufficient to mitigate the credit risk in

margin financing.

EMPLOYEE AND REMUNERATION POLICY

As at 31 December 2023, there were 2,226 employees (including the
directors of the Group and directors of the Company’s subsidiaries),
while there were 2,077 employees for the Previous Period.

The Group actively attracts outstanding talents and builds a strong
team to maintain the overall business growth of the Group. In order
to retain and motivate employees, the Group has formulated an
internal remuneration policy. When selecting and promoting
employees, the Group will make a decision with reference to their
qualification, experience and suitability for the position offered. The
performance of employees will also be used as the basis for reviewing
remuneration package during the annual review. Meanwhile,
competitive remuneration packages are offered to employees by

reference to the prevailing market level and individual merits.
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In addition, the Group also provides employees with a series of
welfare policies to enhance their sense of belonging and work
enthusiasm, and jointly promote the sustainable development of the
Group. In order to motivate employees to work hard, the Group
provides bonuses and rewards to outstanding performance
employees. The Group determines the working hours of employees
in accordance with relevant laws and regulations, and provides
transportation reimbursement and compensatory leave for employees
who work overtime. In addition, the Group provides employees with
social insurance, housing provident fund and mandatory provident
fund and other benefits. In addition to statutory holidays and regular
paid annual leave, employees are also entitled to additional leave
benefits such as sick leave, marriage leave, maternity leave, paternity
leave and compassionate leave. In addition, eligible participants who
contribute to the success of the Group’s operations will also receive
incentives and compensation under the relevant share option scheme

of the Company.

Employees are the essential driving force to the sustainable
development of the Group. Adhering to a people-oriented approach
to talent management, the Group continues to invest resources to
attract and retain talents. Employees are provided with competitive
remuneration and benefit packages and equal opportunities, as well
as a wide range of training and development opportunities. The
Group optimises its human resources management system
continuously with a view to providing employees with a friendly and
healthy workplace and ensuring that employees can develop their

talents and potential.

o - AL B IR B TR — K588 T
B EMETHEBRETERG - H
RIS CENFEER - RABHETISEN
T AEBEERRARHHE TIRHER
SRR -  AEBRBEBABEARERETE
BTWTHERRE RN E TIRHEBE
THERBERFEMMIHR - B - AE
BRETREdCERE - EERAESME
HIEAEEERM - Bk TOAE R EEE
mEHERIN BINEARRKR  BE - E
R FERMBMESERIIOBRARH -
AN RSB 2 KK EELERZE
B2 EE R BESARN R EEERER
B0 R KRB -

ETREPASESEZRNBARE - K&
BEFUAARETHAT EEER  FHER
BERRSI RREAS - RETRHEAEL
FONHFMMEN L SRS  URZT
EEIMEREE - BETHEBIADE
REBER AKEZHRETRHE—E
K& BENTHERSE  YEERBE TSN
ERAE - REEN -

LR EBEERAT 2023 3] 49



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENWED N (&)

RETIREMENT BENEFITS SCHEME

The Group operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”) under the
Hong Kong Mandatory Provident Fund Schemes Ordinance for those
employees who are eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of the employees’
basic salaries and are charged to profit or loss as they become
payable in accordance with the rules of the MPF Scheme. The assets
of the MPF Scheme are held separately from those of the Group in
an independently administered fund. The Group’s employer
contributions vest fully with the employees when contributed into
the MPF Scheme.

Pursuant to the relevant regulations of the PRC government, the
subsidiaries in the PRC participate in the municipal government
contribution scheme whereby the subsidiaries are required to
contribute to the scheme for the retirement benefit of eligible
employees. The municipal government of the PRC is responsible for
the entire benefit obligations payable to the retired employees. The
only obligation of the Group with respect to the scheme is to pay the
ongoing contributions required by the scheme. The Group’s
contributions to the scheme are expensed as incurred.

During the Reporting Period, no contribution was forfeited (by the
Group on behalf of its employees who leave the retirement benefit
scheme prior to vesting fully in such contribution) and used by the
Group to reduce the existing level of contribution. As at 31 December
2023, there was no forfeited contribution available for reducing the

level of contribution to retirement benefit schemes in future years.

EVENTS AFTER THE REPORTING PERIOD

Save as disclosed in Note 48 to the financial statements in this report,
the Group did not have any other significant events after the

Reporting Period and up to the date of this report.
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DIRECTORS
Executive Directors

Mr. Wang Xiaodong, aged 48, was appointed as an executive
Director, the chairman of the Board, a member and the chairman of
the Nomination Committee and a member of the Executive
Committee on 7 May 2019. On 17 May 2019, Mr. Wang was further

appointed as the chairman of the Executive Committee.

Mr. Wang has been an executive director of SHNE (a company listed
on the Main Board of the Stock Exchange and a subsidiary of the
Company, stock code:1250) since May 2022. Mr. Wang is also a

director of certain subsidiaries of the Company.

Mr. Wang currently serves as an executive director of SDHS Group.
He successively held various major positions in SDHS Group and has
over 20 years of working experience in management and in-depth
knowledge in corporate governance. Mr. Wang holds a master

degree in software engineering from Tianjin University.

Mr. Zhu Jianbiao, aged 50, was appointed as a non-executive
Director, the vice chairman of the Board, a member and the chairman
of the Strategic Development Committee and a member of the
Executive Committee on 28 July 2021. On 6 May 2022, Mr. Zhu was
re-designated as an executive Director. On 28 June 2023, Mr. Zhu

was appointed as the Chief Executive Officer of the Company.

Mr. Zhu graduated from Jiangxi University of Finance and Economics
with a bachelor’s degree in economics, and holds a master’s and
doctorate degrees in finance from Jinan University. Mr. Zhu has over
20 years of extensive experience in private equity investment,
secondary market investment and financial management. He served
various positions, such as the chief operating officer of CITIC Private
Equity Funds Management Co., Ltd. and the executive deputy
general manager of Changsheng Fund Management Co., Ltd. Mr.
Zhu was previously a lecturer of the Faculty of Investment and

Finance of Guangdong University of Finance and Economics.
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Mr. Zhu has been an independent non-executive director of Beijing
Energy International Holding Co., Ltd. (b RAEIRBIBR 1A% B IR A 7))
(@ company listed on the Main Board of the Stock Exchange, stock
code: 686) since June 2021. Mr. Zhu has been an executive director
of SHNE (a company listed on the Main Board of the Stock Exchange
and a subsidiary of the Company, stock code: 1250) since May 2022.
He has been an independent non-executive director of IPE Group
Limited (a company listed on the Main Board of the Stock Exchange,
stock code: 929) since November 2022. Mr. Zhu serves as an
executive director and co-chairman of VNET Group, Inc. (a company
listed on Nasdaq Stock Market, an associate of the Company, stock
code: VNET) since January 2024.

Ms. Liao Jianrong (B&|Z) (formerly known as Liao Jianrong (Bl
£8)), aged 53, was appointed as an executive Director and a member
of the Executive Committee on 6 May 2022.

Ms. Liao has more than 20 years of experience in administration and
human resource management, financial management and bank
management sectors. She has also acquired knowledge in investment
and financing management and has deep insights into the economic
development. Prior to joining in the Group, Ms. Liao worked for
several companies and entities such as Yongzhou Municipal
Committee Policy Research Office* Gk T ZKEATZEE) and Bank
of Changsha Co., Ltd.* (X RITIRMD AR A F)).

Ms. Liao has been an executive director of SHNE (a company listed
on the Main Board of the Stock Exchange and a subsidiary of the
Company, stock code:1250) since May 2022. Ms. Liao was an
executive director of Future World Holdings Limited (a company listed
on the Main Board of the Stock Exchange, stock code: 572) from
February 2022 to April 2022. She was an executive director of the
Company from May 2019 to May 2020.

Ms. Liao obtained a bachelor of national economic management
from the Xiangtan University* (488 KXE2) in China in June 2003 and
a master of business administration from City University of Macau
(formerly known as Asia International Open University (Macau)) in
November 2008. She was admitted as certified public accountant in
China in May 1996.
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Mr. Liu Zhijie, aged 49, was appointed as an executive Director and
a member of each of the Executive Committee and the Remuneration
Committee on 17 May 2019. Mr. Liu Zhijie is the Chief Financial
Officer of the Company since October 2016 and is a director of a

number of subsidiaries of the Company.

Mr. Liu Zhijie previously served as the general manager of Planning
and Financial Management Department of China Shandong
International Economic and Technical Cooperation Group Limited
and a director of Shandong International Economics (HK) Limited. He
successively held audit, tax and financial management positions in
accounting firms and large-scale state-owned enterprises. He also
oversaw various overseas companies and has extensive experience in
financial management, investment and financing, as well as overseas
business exposure. Mr. Liu Zhijie obtained a bachelor’'s degree from
Shandong University of Finance and Economics. He is a senior

accountant and selected as high-grade accountant personnel.

Mr. Liu Yao, aged 38, was appointed as an executive Director, a
member of the Executive Committee and an authorized
representative of the Company on 17 May 2019. He has served as
the vice president of the Company since December 2017 and is also
a director of a number of subsidiaries of the Company. Mr. Liu was
further appointed as a member of the Strategic Development
Committee on 28 July 2021.

Mr. Liu Yao previously worked for a number of arms and divisions of
SDHS Group, namely the real estate arm, the division of investment
development in listed companies and the investment development
division (property management) of the headquarters of SDHS Group.
He had participated in professional trainee exchange programmes
held by the investment banking division of Everbright Securities
Company Limited and the fund management company of Everbright
Capital Investment Limited, respectively. He holds a number of
practising qualifications in accounting, securities and funds
respectively, with extensive working experience in real estate,
investment and securities. He obtained a master’s degree in Finance
from Shandong University of Finance and Economics and is an

economist and registered real estate appraiser in China.
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Non-executive Directors

Mr. Liang Zhanhai, aged 56, was appointed as a non-executive
Director on 14 May 2020.

Mr. Liang has obtained a Bachelor of Industrial Management
Engineering of Wuhan Institute of Technology. He is a senior
accountant and selected as high-grade accountant personnel in

Shandong province.

Mr. Liang has been the head of the planning and financial department
of SDHS Group since November 2017. Prior to that, he had been the
deputy head of the planning and financial department of SDHS
Group for almost 7 years. He has concurrently been the director of
Shandong Hi-Speed (Hong Kong) Co., Limited and Shandong Hi-
Speed Company Limited (a company listed on the Shanghai Stock
Exchange, stock code:600350.SH) since June 2019 and March 2020
respectively. He was a director of Shandong Future Group Co., Ltd.
(LB H R EEBPR A F) since October 2021. He had been a director
of Shandong Hi-Speed Basketball Club Group Co., Ltd* (L5 & %R &
FREZLEABR /A A]) for more than 4 years. He had also been the
chairman of the supervisory committee of Shandong Railway
Development Fund Co., Ltd.* (LEEEZREEESERATF]) for 3
years. Prior to joining SDHS Group, Mr. Liang had been working for
various large-scale state-owned enterprises in various sectors

accumulating diversified working experiences.

Mr. Chen Di, aged 47, was appointed as a non-executive Director
and member of each of the Audit Committee and the Nomination
Committee on 14 May 2020. He was further appointed as a member
of the Strategic Development Committee on 28 July 2021.

Mr. Chen obtained his Bachelor and Master degree in Finance from
Jinan University. He also got the master degree in EMBA program at
Tsinghua PBC School of Finance.
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Mr. Chen has over 22 years of extensive experience in the financial
industry, 17 years of which has been with the senior management
team. Mr. Chen joined Harvest in May 2005, he was responsible for
the establishment of Guangzhou office and was appointed as general
manager. In 2008, he had taken the role as south China regional
general manager and wealth management executive director. In
2011, he became the head of channel development headquarters
and wealth management department. In 2014, he was appointed as
chief marketing officer of Harvest Global Capital Investments. Since
2016 to present, he has been the managing director of Harvest Fund
and chief executive officer of Harvest Global Capital Investments
Limited. Prior to Harvest, he worked at the Guangdong branch of
Galaxy Fund* (275 4) as deputy general manager.

Mr. Chen currently serves as an independent non-executive director
of Desun Real Estate Investment Services Group Co., Ltd., a company
listed on the Main Board of the Stock Exchange (stock code: 2270).

Mr. Wang Wenbo, aged 54, was appointed as a non-executive
Director and a member of the Audit Committee on 28 July 2021.
Mr. Wang has a bachelor’s degree in vacuum technology and
equipment from Hefei University of Technology and a master’s
degree of arts in international economic and trade relations jointly
granted by Nankai University and Flinders University of South
Australia. He is a senior economist with in-depth knowledge in

investment and legal fields.

Mr. Wang joined SDHS Group in January 2001 and worked in various
branches and departments in SDHS Group. He assumed management
positions in core departments of SDHS Group such as the head of
key project monitoring office, deputy chief of the audit and legal
affairs and the director of fixed assets management office. Since
2020, he has served as the director of investment development
department (property management department) of SDHS Group,

accumulated extensive experience in corporate management.
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Mr. Wang has been an executive director of SHNE (a company listed
on the Main Board of the Stock Exchange and a subsidiary of the
Company, stock code:1250) since May 2022.

Independent Non-executive Directors

Mr. Guan Huanfei, aged 66, was appointed as an independent
non-executive Director on 10 November 2017 and is now the
chairman of the Remuneration Committee. Mr. Guan obtained a
Doctor degree in Economics in 2000 from Wuhan University and was
a postdoctoral researcher in Theoretical Economics with Fudan
University from 2000 to 2002. Mr. Guan has been a part-time
researcher of the Insurance Research Centre of Fudan University since
2004. He has been appointed as a part-time lecturer of professional
degree of Fudan University since 2013. Mr. Guan has been appointed
as a visiting professor of Jilin University of Finance and Economics
since August 2019. He has been appointed as a outside campus
graduate mentor in Insurance at University of International Business
and Economics since September 2022. Mr. Guan has been an
economic and technical consultant of People’s Government of Jilin
Province for years. Mr. Guan has extensive experience in finance and
insurance industry in Hong Kong and the People’s Republic of China.
He held various senior managerial positions in the People’s Insurance
Company of China (Jilin Branch), the business department of Hong
Kong and Macao Regional Office of China Insurance Group, China
Taiping Insurance (HK) Company Limited and China Pacific Insurance
Co., (H.K.) Limited. He also held offices at the Bank of Communications,
including the deputy chairman of the risk asset management committee,
the deputy chairman of credit asset management committee, the
chairman of loan verification committee, the deputy general manager of
the Bank of Communications Hong Kong Branch, a director of Bank of
Communications Trustee Limited, the chairman and chief executive
of China BOCOM Insurance Company Limited and an executive
director and general manager of BoCommlLife Insurance Company
Limited.
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Mr. Guan is currently an independent non-executive director of each
of China Nonferrous Mining Corporation Limited (stock code: 1258),
Huarong International Financial Holdings Limited (stock code: 993),
Sunwah Kingsway Capital Holdings Limited (stock code: 188),
Shanghai Zendai Property Limited (stock code: 755) and Guangdong
— Hong Kong Greater Bay Area Holdings Limited (stock code: 1396)
all are companies listed on the Main Board of the Stock Exchange.

Mr. Guan was also an independent non-executive director of China
Wood International Holding Co., Limited (formerly known as HongDa
Financial Holding Limited) (stock code: 1822) from June 2018 to May
2020, Solis Holdings Limited (stock code: 2227) from August 2019 to
September 2020 and an executive director and chairman of the
board of Enterprise Development Holdings Limited (stock code: 1808)
from June 2020 to May 2021, each of which being a company listed
on the Main Board of the Stock Exchange.

Mr. Chan Wai Hei, aged 66, was appointed as an independent non-
executive Director, the chairman of the Audit Committee and a
member of each of the Remuneration Committee and the
Nomination Committee on 14 May 2020.

Mr. Chan graduated from Hong Kong Shue Yan College (currently
known as Hong Kong Shue Yan University) in July 1980 with a
Diploma in Accounting. Mr. Chan is currently a fellow member of
The Institute of Chartered Accountants in England and Wales, a
fellow member of The Society of Chinese Accountants and Auditors
of Hong Kong, a fellow member of The Association of Chartered
Certified Accountants, a fellow member of The Taxation Institute of
Hong Kong and a fellow member of The Hong Kong Institute of

Directors.
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Mr. Chan was the president of The Hong Kong Institute of Accredited
Accounting Technicians Limited (which is a wholly-owned subsidiary
of the Hong Kong Institute of Certified Public Accountants) from
1992 to 1995. Mr. Chan has over 35 years of experience in
accounting and finance. He worked for Messrs. Li, Tang, Chen & Co.,
Certified Public Accountants (Practicing) since June 1980 and was
admitted as a partner from April 1989 until September 2018. He is
currently working for Roger K.C. Tou & Co. as a senior consultant.

Mr. Chan was an independent non-executive director of Vanke
Overseas Investment Holding Company Limited (a company listed on
the Main Board of the Stock Exchange, stock code: 1036). Mr. Chan
has been appointed as an independent non-executive director of
Liaoning Port Co., Ltd. (a company listed on the Main Board of the
Stock Exchange, stock code: 2880) since June 2023.

Mr. Jonathan Jun Yan, aged 61, was appointed as an independent
non-executive Director and a member of each of the Audit
Committee and the Nomination Committee on 14 May 2020. He
was further appointed as a member of the Strategic Development
Committee on 28 July 2021.

Mr. Yan was graduated from University of Technology, Sydney with a
Master of Management. He previously served as the director of the
MBA (Mandarin International) Education Centre of the University of
Technology, Sydney from 1998 to 2000, the general manager of
Insearch Consulting (Shanghai) Ltd. from 2001 to 2005, and the
general manager of Ecole Fashion Consulting (Beijing) Ltd. from 2006
to 2013. He is the director of Global Finance Development Education
Center of PBC School of Finance, Tsinghua University from 2013 to
2020. He has been the president of China Global Philanthropy
Institute (CGPI) since September 2020.
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Mr. Yan currently serves as an independent director of each of
Guangdong Baolihua New Energy Stock Co. Ltd. (a company listed
on the Shenzhen Stock Exchange, stock code: 000690.57) and
HICHAIN logistics Co., Ltd. (a company listed on the Shenzhen Stock
Exchange, stock code: 300873.5Z), and an independent non-
executive director of Huabao International Holdings Limited (a
company listed on the Main Board of the Stock Exchange, stock
code: 336). Mr. Yan was an independent director of Beijing Shuzhi
Technology Co., Ltd.* QL REARHERHBR AT (a company
listed on the Shenzhen Stock Exchange, stock code: 300038.5Z) from
September 2018 to April 2020, and an independent director of
Haisco Pharmaceutical Group Co. Ltd. (a company listed on the
Shenzhen Stock Exchange, stock code: 002653.5Z) from January
2017 to August 2023.

Mr. Fang Ying, aged 49, was appointed as an independent non-
executive Director and a member of each of the Audit Committee,
the Remuneration Committee and the Nomination Committee on 28
December 2023.

Mr. Fang obtained a bachelor degree in economics with a
specialisation in international trade in Dongbei University of Finance
and Economics in 1997. He had over 20 years’ experience in

management and human resources.
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From August 1997 to July 2017, Mr. Fang held various positions
including the deputy manager and manager of the human resources
department and the manager of the marketing and sales department
in the Dalian branch of China Southern Airlines Company Limited (a
company listed on Shanghai Stock Exchange (stock code: 600029)
and the Main Board of the Stock Exchange (stock code: 1055)). He
has been serving as a part-time mentor for professional master’s
degree students at Dongbei University of Finance and Economics
since June 2017. From July 2017 to March 2018, he served as the
officer of the president’s office and director of the human resources
management department in Dynavolt Renewable Power Technology
(Henan) Co., Ltd.* (RSN aEIREHY OFlF) BinBR A R]) (formerly
known as Guangdong Mengshi New Energy Technology Co., Ltd.*
(BFRERFEEREHE (D AR A 7)) (a company previously listed on
ChiNext of Shenzhen Stock Exchange, stock code: 002684). Mr. Fang
served as the general manager of Shenzhen Fangneng International
Management Consulting Co., Ltd.* CEYIIFeeEREBZABRE D
a)) from March 2018 to November 2019. Since November 2019, Mr.
Fang has been serving as a founder, an executive director and the
general manager of Shanghai Guying Information Technology Co.,

Ltd.* (LBARBESRHEAERRQR).
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SENIOR MANAGEMENT

Mr. Sun Qingwei, aged 39, has served as the Chief Operating
Officer and member of the Executive Committee of the Company
since March 2021.

Mr. Sun joined SDHS Group in 2011 and has held various positions
including deputy director of SDHS Group's office, deputy general
manager of Shandong Hi-Speed Investment Holding Company
Limited, with extensive experience in business management and
corporate governance. Mr. Sun graduated from Wuhan University
with a Master’s degree in Communication Studies from the School of
Journalism and Communication.

Mr. Sun has been an executive director of SHNE (a company listed on
the Main Board of the Stock Exchange and a subsidiary of the
Company, stock code:1250) since May 2022. Mr. Sun is also a

director of certain subsidiaries of the Company.

Mr. Yang Qi, aged 42, joined the Group in May 2020, currently
serves as the Assistant Chief Executive Officer and the head of the
Industrial Investment Management Division of the Group, and holds
the positions such as the chief executive officer of China Shandong
Hi-Speed Capital (HK) Limited and vice chairman of Shandong Hi-
Speed (Shenzhen) Equity Investment Fund Management Limited, a
subsidiary of the Company. Prior to joining the Group, Mr. Yang
worked for CCB International (Holdings) Limited, as an executive
director of the Direct Investment Department of CCB International
Asset Management Limited, being responsible for investment in
equity and debt projects. He has accumulated rich experience in
corporate mergers and acquisitions, asset management and project
investment. Mr. Yang obtained a bachelor’s degree in electronic
engineering from Beijing Institute of Technology, a master’s degree
in Telecommunications from University College London, United
Kingdom, a master’s degree in Business Administration from
University of lllinois, USA, and obtained a master’s degree in Financial
Mathematics from University of Chicago, USA.
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Mr. Yu Qin, aged 37, joined the Group in January 2019, currently
serves as the Assistant Chief Executive Officer and the managing
director of Finance and Operation Department. Prior to joining the
Group, Mr. Yu worked for Shandong International Economic and
Technological Cooperation Corporation, a subsidiary of Shandong Hi-
Speed Group Co. Ltd., as financial planning officer, financial manager
(overseas regional headquarters), the assistant to the manager of the
financial department and the deputy general manager of the financial
department from July 2009 to October 2018. Mr. Yu obtained a
bachelor’s degree in accounting from Shandong University in July
2009, and obtained a master’s degree in accounting from The
Chinese University of Hong Kong in November 2020. He has been
registered as a certified public accountant with The Chinese Institute
of Certified Public Accountants (CICPA) in China since April 2015,
and a member of The Institute of Management Accountants (IMA) in
the United States since September 2017. Mr. Yu is selected as high-
grade accountant personnel of Shandong province and holds

Certified Financial Risk Manager Certification.

JOINT COMPANY SECRETARIES

Ms. Du Ning was appointed as a joint company secretary of the
Company since 11 November 2021. Ms. Du joined the Group in
September 2019 as the managing director of the board secretary
office of the Company. Since January 2023, Ms. Du has served as a
co-president of a Hong Kong company of Shandong Hi-Speed New
Energy Group Limited, in charge of the daily affairs of the Hong
Kong company. Before joining the Group, she was the company
secretarial manager in the board office of China RE Asset
Management (Hong Kong) Co., Ltd and the manager of the research
& asset allocation department of China RE Asset Management (Hong
Kong) Co., Ltd, the manager of the general manager office of China
Aviation High-Tech Intelligent Monitoring Company* (s RS 68
AlEAR A F]) and the administrative director of the human
resources department of Aviation Industry Corporation of China Ltd*

(FEMZETEEEFRAF).
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Ms. Du is an associate member of both the Hong Kong Chartered
Governance Institute and the Chartered Governance Institute in the
United Kingdom. Ms. Du received her bachelor’s degrees (dual
degrees) of business administration and arts (in English language and
literature) from the Beijing Institute of Technology, her master’s
degree in business administration from the University of Chinese
Academy of Science and her master’s degree of science in finance
from the Chinese University of Hong Kong.

Ms. Chen Chun was appointed as a joint company secretary of the
Company since 11 November 2021. Ms. Chen joined the Group in
September 2021 as the director of board secretary office. Before
joining the Group, Ms. Chen worked in a professional service firm
and acted as the company secretary for various Hong Kong listed
companies and was responsible for providing support and advisory
on listed companies’ company secretarial work and compliance

matters.

Ms. Chen is a Chartered Secretary, a Chartered Governance
Professional and a fellow member of both the Hong Kong Chartered
Governance Institute and the Chartered Governance Institute in the
United Kingdom. She obtained a bachelor degree of economics from
Shanghai Lixin University of Accounting and Finance* (/837 =&t
R EBT) (formerly known as Shanghai Finance University) in July
2010.
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The Directors present their report together with the audited financial

statements of the Group for the year ended 31 December 2023.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding, and the
Group is principally engaged in industrial investment, standard
investment business, non-standard investment business and licensed
financial services. Details of the particulars of principal subsidiaries
are set out in note 43 to the consolidated financial statements.

RESULTS

The results of the Group for the Reporting Period and the state of
affairs of the Group as at 31 December 2023 are set out in the

consolidated financial statements from pages 170 to 181.

DIVIDENDS

The Board does not recommend the payment of any dividend for the
Reporting Period (Corresponding Period: Nil).

There were no arrangements under which any dividends are waived

or agreed to be waived by the shareholders of the Company.

DIVIDEND POLICY

The Company has adopted the dividend policy (the “Dividend

Policy”), in order to:

(i) establish standard procedures/guidelines that the Board shall
follow when deciding/proposing the amount of dividend per

share;

(i) reward the Shareholders by sharing part of its profits/gains,
while ensuring that sufficient funds are reserved for the

Company’s future development; and

(i)  maintain a balance between the dividend income of

Shareholders and the long term capital appreciation of all

stakeholders of the Company.
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According to the Dividend Policy, when determining whether to
declare any dividend in the future and the amount of dividend to be
declared, the Company shall consider a number of factors, including
but not limited to:

(@  the actual and expected financial results of the Group;
(b)  the retained earnings and distributable reserves of the Group;

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

(d)  funds available from the bank facilities of the Group;

(e) any restrictions on dividend distributions arising from any
agreements;

(f)  the liquidity position of the Group;

(9) the overall economic situation, the business cycle of the
Group’s business, and internal or external factors that may
affect the Group’s business operations, financial performance
and positioning;

(h)  tax considerations;

(i)  the historical level of dividends paid;

() relevant laws and regulations; and

(k) any other factors that the Board considers relevant.

The Company does not have any pre-determined dividend
distribution proportion or distribution ratio. The declaration and
payment of dividends by the Company shall comply with applicable
laws and regulations, including the Listing Rules, Bermuda Companies
Act, and the bye-laws of the Company. The recommendation of the
dividends by the Company shall be determined at the sole discretion
of the Board, but any declaration of annual dividend for the financial
year ended of the Company will be subject to the approval by the
Shareholders at the general meeting of the Company. The Board will

review the Dividend Policy from time to time.
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BUSINESS REVIEW

The business review of the Group for the Reporting Period is set out
in the sections headed “Chairman’s Statement” and “Management
Discussion and Analysis” in this annual report.

Description of the principal risks and uncertainties facing the
Company is set out in “Various principal risks and mitigation
measures” under the section headed “Corporate Governance
Report”.

Above discussion forms part of this report of the Directors.

PROPERTY, PLANT AND EQUIPMENT AND
INVESTMENT PROPERTIES

Details of movements in the property, plant and equipment and
investment properties of the Group during the Reporting Period are
set out in notes 18 and 19 to the consolidated financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during the
Reporting Period are set out in note 39 to the consolidated financial
statements.

DONATIONS

During the Reporting Period, the Group made charitable donations
of approximately HK$88,000.

EQUITY-LINKED AGREEMENTS

Save as the Share Option Scheme, no equity-linked agreements were
entered into by the Company or subsisted during the Reporting
Period.
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SHARE OPTION SCHEME

The Company adopted a share option scheme on 18 August 2014
(the “Share Option Scheme”), for the purpose of providing incentives
to eligible participants who contribute to the success of the Group's
operations. As at 31 December 2023, the remaining life of the Share
Option Scheme is around nine months. Save as disclosed in note
41(a) to the consolidated financial statements, there were no share
option has been granted, vested, exercised, cancelled or lapsed under
the Share Option Scheme during the Reporting Period. Details of the
Share Option Scheme are set out in note 41(a) to the consolidated
financial statements.

The number of options available for grant under the Share Option
Scheme was 423,592,956 as at 1 January 2023 and 31 December
2023.

SHARE OPTION SCHEME OF SUBSIDIARIES

The share option scheme of SHNE (the “SHNE Scheme”) was
adopted by SHNE pursuant to the its shareholders’ resolution passed
on 11 June 2013 and update to the terms of the SHNE Scheme was
adopted by the shareholders’ resolution of SHNE passed on 8 June
2021 and expired on 9 June 2023 (close of business on the business
day immediately preceding the tenth anniversary of the SHNE
Scheme). The total number of the shares of SHNE which may be
issued upon the exercise of the share options to be granted under
the SHNE Scheme was 6,352,539,705 (including 993,000,000
outstanding share options) (the “SHNE Share Option(s)”) as at 1
January 2023. Subsequent to the expiry of the SHNE Scheme on 9
June 2023, every fifty (50) issued shares of SHNE were consolidated
into one (1) share on 26 June 2023 (the “SHNE Share
Consolidation”). As a result of the SHNE Share Consolidation,
adjustments were made to the number of shares subject to, and
exercise price of, the outstanding SHNE Share Options under the
SHNE Scheme, with effect from 26 June 2023. The exercise price per
shares was adjusted from HK$0.08 to HK$4.00 for the outstanding
SHNE Share Options and the number of shares to be issued upon
exercise of the outstanding SHNE Share Options were adjusted from
993,000,000 to 19,860,000, on 26 June 2023.
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During the Reporting Period, 260,000 outstanding SHNE Share
Options lapsed. From 1 January 2024 to the date of this report,
340,000 outstanding SHNE Share Options lapsed. As at the date of
this report, the total number of shares subject to the outstanding
SHNE Share Options available for issue under the SHNE Scheme is
19,260,000, representing approximately 0.86% of SHNE's total
number of issued shares. The maximum number of shares in respect
of which SHNE Share Options may be granted under the SHNE
Scheme when aggregated with the maximum number of shares in
respect of which options may be granted under any other scheme of
SHNE shall not exceed 10% of issued share capital on the date of
adoption of the SHNE Scheme, being 135,050,794 after the SHNE
Share Consolidation (representing approximately 6.01% of the issued
shares of SHNE as at the date of this report). During the Reporting
Period, no SHNE Share Options were granted by SHNE pursuant to
the SHNE Scheme and, no SHNE Share Options were exercised.
Following the expiry of the SHNE Scheme on 9 June 2023, no further
SHNE Share Option can be granted, but the provisions of the SHNE
Scheme will remain in full force and effect to the extent necessary to
give effect to the exercise of any SHNE Share Options granted prior
thereto or otherwise as may be required in accordance with the SHNE

Scheme.

The major terms of the SHNE Scheme are summarized as follows

(i) Purpose

The purpose of the SHNE Scheme is to attract and retain the
best available personnel for the development of the business of
SHNE and its subsidiaries (collectively, the “SHNE Group”); to
provide additional incentive to the selected eligible participants;

and to promote the success of the business of the SHNE Group.
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Eligible participants

Any employee (full-time or part-time), director, consultant or
advisor, substantial shareholder, distributor, contractor,
supplier, agent, customer, business partner or service provider
of the SHNE Group and also any entity in which SHNE directly

or indirectly holds any equity interest.

Total number of shares available for issue

Upon the expiry of the SHNE Scheme on 9 June 2023, no
further SHNE Share Option can be granted. As at the date of
this report, the total number of the shares which may be issued
upon the exercise of the outstanding SHNE Share Options
granted under the SHNE Scheme was 19,260,000 (representing
approximately 0.86% of the issued shares of SHNE) after the
SHNE Share Consolidation.

Limit for each participant

Each grant of the SHNE Share Options to a director, chief
executive or substantial shareholders of SHNE or any of their

respective associates must be approved.

The total number of shares issued and to be issued upon
exercise of the SHNE Share Options granted to each participant
(including both exercised and outstanding SHNE Share Options)
under the SHNE Scheme or any other scheme of SHNE in any
12-month period up to the date of grant shall not exceed 1%

of the shares of SHNE in issue.

Exercise period

The exercise period of any SHNE Share Option under the SHNE
Scheme shall be determined by the board of directors of SHNE
in its absolute discretion at the time of grant, but in any event
such period shall not exceed ten years from the date of grant
of the relevant SHNE Share Options.
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(iv)
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Vesting period

The board of directors of SHNE has the authority to determine
any minimum period(s) for which a SNHE Share Option must be
held and performance targets that must be achieved before an
SHNE Share Option can be exercised.

Acceptance and payment on acceptance of the
SHNE Share Options

The acceptance of an offer of the grant of the SHNE Share
Options must be made within seven days from the date of the
relevant offer (inclusive of the date on which a SHNE Share
Option offered to a participant) with a non-refundable payment
of HK$1.00 from each participant.

(viii)Exercise price

(ix)

70

The exercise price shall be a price solely determined by the
board of directors of SHNE and notified to participant and shall
be at least the higher of (i) the closing price of the shares of
SHNE as stated in the Stock Exchange’s daily quotation sheet
on the date of grant, which must be a business day; (ii) the
average closing price of the shares of SHNE 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 the share of SHNE on the date of grant.

Remaining life

The SHNE Scheme shall be valid and effective for a period of 10
years commencing on the date of adoption of the SHNE
Scheme on 11 June 2013 and expiring on 9 June 2023 (close
of business on the business day immediately preceding the
tenth anniversary of the SHNE Scheme).
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Particulars of the outstanding SHNE Share Options granted under the — $R4 HA « 1R 35 1L = ¥ R 5T 2135 /8 14
SHNE Scheme and their movements during the Reporting Period R1TEM LS HERERERHEE 8 F15

were as follows: [N
Number of share options
BREHA

Lapsed/

As at Granted  Exercsed  Cancelled forfeited
Date of grant Asat 26June  duringthe  duringthe  duringthe  during the Asat
(DD/MM/YYYY)  Exercisable period 1 January 203  Reporting  Reporting  Reporting  Reporting 31 December
Category of participants/Name ~ (Note 1) (DD/MM/YYYY) 2023 (Note 2) Period Period Period Period 2023
REAH R R023% REEH R
(B/B/8) 68 WBE 6R6R  REEE  REEER REEER AR/ %

SHEEN /12 (H&E1) (R/A/%) 1818 (Hz2) REH hfE 8 R 12B31R

Independent non-executive directors of SHNE

LESEEBIAUTES

Mr. Chiu Kung Chik 15/09/2020 15/09/2023-14/09/2030 2,000,000 40,000 - - - - 40,000

BAEEE 15/09/2020 15/09/2024-14/09/2030 2,000,000 40,000 - - - - 40,000

15/09/2020 15/09/2025-14/09/2030 2,000,000 40,000 - - - - 40,000
15/09/2020 15/09/2026-14/09/2030 2,000,000 40,000 - - - - 40,000
15/09/2020 15/09/2027-14/09/2030 2,000,000 40,000 - - - - 40,000

Former executive directors of SHNE

LEHRRANTES

Mr. Hu Xiaoyong (Resigned as an 15/09/2020 15/09/2023-14/09/2030 80,000,000 1,600,000 - - - - 1,600,000
executive director of SHVE 15/09/2020 15/09/2024-14/09/2030 80,000,000 1,600,000 - - - - 1,600,000
on 16 May 2022) 15/09/2020 15/09/2025-14/09/2030 80,000,000 1,600,000 - - - - 1,600,000

BRAR (K202 15/09/2020 1509/2026-14/092030 80,000,000 1,600,000 - - - - 1,600,000
SHIGHBFURHER 15/09/2020 1509/2027-14/092030 80,000,000 1,600,000 - - - - 1,600,000
#if18%)

Mr. Tan Zaixing (Resigned as an 15/09/2020 15/09/2023-14/09/2030 68,000,000 1,360,000 - - - - 1,360,000
executive director of SHVE 15/09/2020 15/09/2024-14/09/2030 68,000,000 1,360,000 - - - - 1,360,000
on 16 May 2022) 15/09/2020 15/09/2025-14/09/2030 68,000,000 1,360,000 - - - - 1,360,000

BRERE(R02F 15/09/2020 15/09/2026-14/09/2030 68,000,000 1,360,000 - - - - 1,360,000
SHIGAEELBHER 15/09/2020 15/09/2027-14/09/2030 68,000,000 1,360,000 - - - - 1,360,000
H7EE)
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Number of share options
BREHA
Lapsed/
As at Granted  Exercsed  Cancelled  forfeited
Date of grant Asat 26June  duringthe  duringthe  duringthe  during the Asat
(DD/MM/YYYY)  Exercisable period 1 January 203  Reporting  Reporting  Reporting  Reporting 31 December
Category of participants/Name ~ (Note 1) (DD/MM/YYYY) 2023 (Note 2) Period Period Period Period 2023
REAH R R023% REEH R
(B/R/%) fikH WBE 6R6R  REEH  REEER O REER AR/ %
SHEEN /12 (K1) (R/R/%) 1818 (H3r2) R hTfE aFd R 128318
Former independent non-executive directors of SHNE
LEFERABIFRES
Mr. Li Fujun (Resigned as an 15/09/2020 15/09/2023-14/09/72030 2,000,000 40,000 - - - - 40,000
independent non-executive 15/09/2020 15/09/2024-14/09/2030 2,000,000 40,000 - - - - 40,000
dlrector of SHNE on 19 May 2022)  15/09/2020 15/09/2025-14/09/2030 2,000,000 40,000 - - - - 40,000
SRERE(F2022%55 197 15/09/2020 15/09/2026-14/09/2030 2,000,000 40,000 - - - - 40,000
BHUSHEFEUAHTEE) 15092020 15/0912027-14/09/2030 2,000,000 40,000 - - - - 40,000
Mr. Xu Honghua (Resigned as an 15/09/2020 15/09/2023-14/09/72030 2,000,000 40,000 - - - - 40,000
independent non-executive 15/09/2020 15/09/2024-14/09/72030 2,000,000 40,000 - - - - 40,000
director of SHNE on 19 May 2022)  15/09/2020 15/09/2025-14/09/2030 2,000,000 40,000 - - - - 40,000
SREEE(R2022854198 15092020 15009/2026-14/092030 2,000,000 40,000 - - - - 40,000
BHUSHEFEUAHTEE) 15092020 15/0912027-14/09/2030 2,000,000 40,000 - - - - 40,000
Sub-total /J\zf 770,000,000 15,400,000 - - - - 15,400,000
Employees of the SHNE Group and associated corporations of the SHNE Group
LEHEREARLEHERERERLANES
In aggregate 15/09/2020 15/09/2023-14/09/2030 44,600,000 892,000 - - - 52,000 840,000
At 15/09/2020 15009/2024-14009/2030 44,600,000 892,000 - - - 52,000 840,000
15/09/2020 15/09/2025-14/09/2030 44,600,000 892,000 - - - 52,000 840,000
15/09/2020 15/09/2026-14/09/2030 44,600,000 892,000 - - - 52,000 840,000
15/09/2020 15/09/2027-14/09/2030 44,600,000 892,000 - - - 52,000 840,000
Sub-total /J\zf 223,000,000 4,460,000 - - - 260,000 4.200,000
Total &3t 993,000,000 19,860,000 - - - 260,000 19,600,000
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Notes:
1. The SHNE share options granted on 15 September 2020 are subject to a vesting

scale in five tranches of 20% each per annum starting from the third anniversary
and will be fully vested on the seventh anniversary of the date of grant. Apart
from the aforesaid vesting dates, each tranche of the share options shall be
vested and exercisable on the condition that each participant has passed the
cultural values and performance assessment of SHNE. The closing price per
ordinary share of SHNE as at the date preceding the date on which the SHNE
Share Options were granted and stated in the Stock Exchange’s daily quotation
sheet on 14 September 2020 was HK$0.039.

2. The SHNE Scheme was completed the consolidation of the SHNE Share (every
fifty (50) issued and unissued ordinary shares were consolidated into one
Consolidated Ordinary Share) on 26 June 2023. The exercise price of all the
outstanding SHNE Share Options under the SHNE Scheme was adjusted from
HK$0.08 per ordinary share of SHNE to HK$4 per ordinary share of SHNE. The
details of which can be referred to the announcement dated 23 June 2023 of the
SHNE.

Save as disclosed above, there were no SHNE share option granted,
exercised, lapsed or cancelled under the SHNE Scheme during the
Reporting Period.

Details of SHNE Scheme are set out in note 41(b) to the consolidated
financial statements.

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 during the
Reporting Period.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Bye-laws or
the laws of Bermuda which would oblige the Company to offer new
Shares on a pro rata basis to existing Shareholders

TAX RELIEF

The Company is not aware of any tax relief available to the
Shareholders by reason of their holding of the Shares.
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RESERVES

Details of the changes in reserves of the Group and the Company for
the year ended 31 December 2023 are set out in consolidated
statement of changes in equity and note 53 to the consolidated
financial statements in this report.

DISTRIBUTABLE RESERVES

Under the Bermuda Companies Act, the Company’s contributed
surplus of approximately HK$1,524,577,000 may be distributed
under certain circumstances. Other than the contributed surplus, the
Company does not have any reserves available for distribution in
accordance with the Bermuda Companies Act as at 31 December
2023. In addition, the Company’s share premium account of
approximately HK$4,585,606,000 as at 31 December 2023 may be
distributed in the form of fully paid bonus Shares. Details of the share
premium account and reserves are set out in note 53 to the
consolidated financial statements.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group actively responds to the “dual carbon” policy,
unswervingly follows the path of environmentally friendly and
sustainable development, solidly promotes green investment and
energy-saving operations, and proactively responds to risks and
opportunities associated with climate change. As an investment
holding company, the Group's environmental performance and data
are mainly derived from its daily operations. In 2023, by adhering to
the green and sustainable investment philosophy, the Group
successfully completed the strategic investment in VNET, and
continued to promote the transformation of high-energy-consuming
data center business into a green and low-carbon business with
highly complementary industrial characteristics, so as to jointly
explore the path to low-carbon and green development.
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The Group has established and continued to improve its ESG
governance structure with the Board as the highest decision-making
body, and the Executive Committee and the ESG working group as
the executive bodies, so as to implement ESG management
responsibilities from top to bottom. Specifically, the Board is
responsible for reviewing ESG policies, strategies and goals,
supervising the progress of the Company’s ESG efforts, and
approving the assessment results and response strategies of ESG risks
and opportunities. The Executive Committee under the Board is
responsible for approving the formulation of the Company’s annual
ESG work plan and management indicators, regularly supervising the
progress of goals and major initiatives, reviewing the results of
determination of ESG materiality, and maintaining effective
communication with the Directors and committees. The Group has
established an ESG working group, which is responsible for
organizing, coordinating and implementing ESG-related work,
including evaluating the Company’s ESG performance, following up
and reviewing the progress of ESG-related goals, assisting in
materiality assessment and preparing ESG reports, etc., in an effort
to provide direction and guidance for the solid implementation of

ESG management improvement work.

The Group attaches great importance to the potential impact of
climate change on corporate development, and has incorporated
climate risks into the Company’s overall risk management and
investment decisions. The Group regularly carries out climate risk and
opportunity identification, assessment and sorting work to minimize
the impact of physical and transformation risks brought about by
climate change. At the same time, we have taken concrete actions to
fulfil our commitment to sustainable development by promoting the
separation and recycling of waste and the compliant disposal of
hazardous waste in an orderly manner. On the premise of ensuring
the Group’s efficient operation, we optimize vehicle routes and carry
out regular vehicle maintenance to reduce greenhouse gas emissions.
We advocate the use of green modes of travel for daily commuting
by encouraging our staff to share vehicles, streamline travel and
implement video conferencing, so as to ensure the quality of work

while minimizing the impact on the climate environment.
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The Group is committed to interpreting the concept of green
environmental protection through practical actions, actively
advocating sustainable green office policies, and strengthening the
management of energy and resource use. In terms of promoting
environmental protection culture, we enhance employees’
environmental awareness by launching training activities and form an
environmentally friendly and sustainable corporate operating culture.
In terms of energy consumption reduction, we have posted eye-
catching slogans on the switches of lighting fixtures, electrical
appliances, drinking fountains and restrooms to remind our
employees to conserve electricity and water in their daily operations,
and to reduce the consumption of energy and resources in their daily
operations. In terms of information technology facilities, we have
concentrated as many servers as possible on a single higher-capacity
server and adopted virtualized computer equipment to effectively

reduce energy consumption and hardware settings.

The Group's important holding subsidiaries have also continued to
optimize their environmental management system and supporting
management systems during the operation period, and have linked
environmental performance to the performance of project managers,
so as to urge each operating project to carry out sustainable
development work in a standardized manner. In addition, the Group
has made a strategic investment in VNET. Both parties have deepened
their cooperation in building a low-carbon, efficient and safe clean
energy system so as to create a collaborative industrial ecological
model of the “integrated development of source-network-load-
storage”, develop an ecological cycle of “green power + arithmetic”
in which “power is used when generated and is available when
needed, with reasonable pricing and for mutual benefit”, promote
the implementation of renewable energy projects, such as the
recovery of residual heat in data centers and the application of
energy storage on a large scale, in an orderly manner, and reduce the

negative impact of our operations on the environment.
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COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the Reporting Period, as far as the Company is aware, there
was no material breach of or non-compliance with applicable laws or
regulations by the Group that had a material adverse impact on the
business and operations of the Group.

RELATIONSHIP WITH EMPLOYEES, CUSTOMERS
AND SUPPLIERS

The Group believes that the people-oriented talent management
model is crucial to the long-term development of the Group. The
Group attaches great importance to team building and talent
introduction, and has always adhered to the principles of “openness,
equality, competition and selection” to hire excellent staff. The
Group's employee management focuses on recruiting and developing
talent. Staff performance is measured on a regular and structured
basis to provide employees with appropriate feedback and to ensure
their alignment with the Group’s corporate strategy. The Group also
understands that maintaining a good long-term relationship with
business partners is one of its primary objectives. Accordingly, the
Group has used its best endeavours to maintain good communications,
promptly exchange ideas and share business updates with its
business partners when appropriate. During the Reporting Period,
there was no material or significant dispute between the Group and

its business partners.

MAJOR CUSTOMERS AND SUPPLIERS

During the Reporting Period, purchases from the Group’s five largest
suppliers accounted for less than 30% of the Group's total
purchases, and sales to the Group's largest five customers accounted
for less than 30% of the Group's revenue.

At no time during the Reporting Period had the Directors, their
associates or any Shareholder (which to the knowledge of the
Directors owns more than 5% of the number of issued Shares) had
any interest in these five largest customers and five largest suppliers.
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DIRECTORS £=

The Directors during the Reporting Period and up to the date of this R EHARBEAREBHZEF W
report were: N

Executive Directors HITES

Mr. Wang Xiaodong FNREE

Mr. Zhu Jianbiao KRB L E

Ms. Liao Jianrong BRl&

Mr. Liu Zhijie BIEAREE

Mr. Liu Yao Blz=k

Non-Executive Directors FHITES

Mr. Liang Zhanhai REERE

Mr. Chen Di BoR e 5 A

Mr. Wang Wenbo TR &

Independent Non-Executive Directors BYFHTES

Mr. Guan Huanfei B IE S A

Mr. Chan Wai Hei ok 4 0 5 A

Mr. Tan Yuexin (resigned on 28 December 2023) EEELAE (20235412 A28HBHT)
Mr. Jonathan Jun Yan Jonathan Jun YanZt &£

Mr. Fang Ying (appointed on 28 December 2023) FEEE(R2023F12 28R EET)
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DIRECTORS’ SERVICE CONTRACTS

None of the Directors has a service contract with the Company which
is not determinable by the Company within one year without
payment of compensation, other than statutory compensation.

REMUNERATION POLICY AND DIRECTORS'
REMUNERATION

The Company has established a Remuneration Committee for
reviewing the Group's remuneration policy and structure for
remuneration of the Directors and senior management of the Group.
The remuneration is recommended or determined based on each
Director’s and senior management personnel’s qualification, position
and seniority. As for the non-executive Directors, their remuneration
is determined by the Board upon recommendation from the
Remuneration Committee.

Details of the remuneration of the Directors are set out in note 12 to

the consolidated financial statements.

DIRECTORS" MATERIAL INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS OF SIGNIFICANCE

Save as disclosed under the section headed “Material Related Party
Transactions and balances” in note 44 to the consolidated financial
statements, no transactions, arrangements or contracts of
significance in relation to the Group’s business to which the
Company, any of its holding companies, fellow subsidiaries or
subsidiaries was a party, and in which a Director or an entity
connected with a Director has a material interest, whether directly or
indirectly, subsisted at the end of the Reporting Period or at any time
during the Reporting Period.
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COMPETING INTERESTS

As at 31 December 2023, in so far as the Directors were aware, none
of the Directors or their respective associates had any interest in a
business that competed or was likely to compete with the business of
the Group.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Group were

entered into or existed during the Reporting Period.

CONTRACTS OF SIGNIFICANCE WITH
CONTROLLING SHAREHOLDERS

Save as disclosed under the section headed “Material Related Party
Transactions and balances” in note 44 to the consolidated financial
statements and the section headed “Connected transactions and
continuing connected transactions” in this annual report, neither the
Company nor any of its subsidiaries has entered into any contract of
significance with a controlling Shareholder or any of its subsidiaries,
nor any contract of significance for the provision of services to the
Company or any of its subsidiaries by a controlling Shareholder or

any of its subsidiaries.
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CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

The Group has entered into the following connected transactions
and continuing connected transactions during the Reporting Period:

CONNECTED TRANSACTIONS

During the Reporting Period, the Group has entered into the

following connected transactions:

1. General Construction Contracts

(1) General Construction Contract |

On 4 January 2023, Yangzhou Baoying Beiging
Photovoltaic New Energy Co., Ltd.* (35N EREILIE Y1k
HFrae R B AT) (“Yangzhou Baoying”), an indirect
wholly owned subsidiary of SHNE and an indirect non-
wholly owned subsidiary of the Company, entered into a
procurement and construction (PC) contract with China
Power Construction Group Shandong Electric Power
Construction First Engineering Co., Ltd.* (FEHEZEEH
WEREBHNEZRFEF-LIEBERRAQR) ("China Power
Construction Group”) and Shandong Lugiao Group Co.,
Ltd.* (ILREREBEEEBRAF) (“Shandong Lugiao”)
(the “General Construction Contract I”), pursuant to
which China Power Construction Group and Shandong
Lugiao agreed to act as the contractors for the
construction of a 110 kilovolt ("kV") step-up substation
with four 35kV connection cables for a 70 megawatt
("MW?") photovoltaic power plant for a fishery,
photovoltaic power storage project located in Zhudu
Village (%k[M#) and Hejia Village (fAIR#Y) area, Luduo
Town (B#t$8), Baoying County (& fES%), Yangzhou City
(#% M), Jiangsu Province (T#<%) of the People’s
Republic of China (the “PRC") (the “Project”) at an
aggregate contracting fee of RMB46,620,618.49
(inclusive of all taxes) (subject to adjustment in case of
change in national tax policies).
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General Construction Contract Il

On 4 January 2023, Yangzhou Baoying entered into a
procurement and construction (PC) contract with China
Power Construction Group and Shandong Lugiao (the
“General Construction Contract II”), pursuant to which
China Power Construction Group and Shandong Lugiao
agreed to act as the contractors for the construction of a
110kV step-up substation with one 110kV connection
cable for a 70MW photovoltaic power plant for the
Project at an aggregate contracting fee of
RMB47,453,982.70 (inclusive of all taxes) (subject to

adjustment in case of change in national tax policies).

As at the date of the joint announcement of the
Company and SHNE dated on 4 January 2023, save for
China Power Construction Group is an Independent Third
Party, (i) Shandong Lugiao was an indirect non-wholly
owned subsidiary of SDHS Group; (ii) SDHS Group
through various entities owned an aggregate of
approximately 43.44% of the issued share capital of the
Company and approximately 43.45% of the issued share
capital of SHNE; and (iii) SHNE was an indirect non-wholly
owned subsidiary of the Company. SDHS Group was
therefore an indirect controlling shareholder and a
connected person of each of SHNE and the Company
under Chapter 14A of the Listing Rules. Accordingly,
Shandong Lugiao was an associate of SDHS Group and
therefore a connected person of each of SHNE and the
Company under Chapter 14A of the Listing Rules.
Yangzhou Baoying was an indirect wholly owned
subsidiary of SHNE and an indirect non-wholly owned
subsidiary of the Company. Accordingly, each of the
transactions contemplated under the General
Construction Contract | and the General Construction
Contract Il constituted a connected transaction for both
SHNE and the Company pursuant to Chapter 14A of the
Listing Rules.
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Details of the General Construction Contract | and General
Construction Contract Il are set out in the joint announcement
of the Company and SHNE dated 4 January 2023.

Disposal of Equity Interests in Limited Partnership
Corporation

On 31 January 2022 (after trading hours), Shangao (Shenzhen)
Investment Co., Ltd.* (Ilu& CEII) LEABR A7) (“Shangao
Shenzhen Investment”) (as limited partner), an indirect wholly-
owned subsidiary of the Company, entered into a partnership
agreement (the “Partnership Agreement”) with Jinan Shangao
Risheng Investment Co., Ltd.* (B LS B SR EBR A7)
(“Shangao Sunrise Investment”) (as general partner and
executive partner) and Jinan Changying Jincheng Equity
Investment Partnership (Limited Partnership)* (& r 45 & & F2A%
BIREEREZE (ARA%)) (“inan Changying”) (as limited
partner) in relation to the formation of a limited partnership
corporation under the laws of the PRC, named as Jinan
Shangao Lugiao Jincheng Investment Partnership (Limited
Partnership)* (BRILEERSEREABLE (BRAE))
(the "Limited Partnership Corporation”).

Pursuant to the Partnership Agreement, Shangao Sunrise
Investment, Shangao Shenzhen Investment and Jinan
Changying committed to contribute RMB1,000,000,
RMB400,000,000 and RMB400,000,000, respectively,
representing approximately 0.12%, 49.94% and 49.94%,
respectively, of the total committed capital of the Limited

Partnership Corporation.
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The funds of the Limited Partnership Corporation shall be
mainly used to invest in the sectors of infrastructure
construction and public service facilities construction (the
“Target Sectors”) and make equity or debt investments with
sustained and stable cash flow in projects associated with the
Target Sectors. In particular, the Limited Partnership
Corporation shall mainly invest (directly or indirectly) in highway
and transportation infrastructure construction projects and
conversion of old to new energy projects* (¥TEENEEEIR) in

Shandong Province of the PRC.

The Limited Partnership Corporation aims at generating income
and interest returns through identifying and investing in
projects with continuous and stable cash flow. When selecting
the investment target(s), (i) a higher priority shall be given to
high quality domestic highways ports, bridges, and airports
related projects; and (ii) particular emphasis shall be placed on
the likelihood of the Limited Partnership Corporation to recover

its capital and the relevant exit mechanism.

The total investment project size shall be no more than
RMB801,000,000 (i.e. the total committed capital of the
Limited Partnership Corporation) and the term of each
investment shall be less than eight years (i.e. the term of the
Limited Partnership Corporation). The single investment size is
generally not expected to exceed 75% of the total fund raised.
The Limited Partnership Corporation are also subject to the

following investment restrictions:

(@) it shall not provide guarantees for other entities; and

(b) it shall not raise fund via foreign debt during the term of

the Limited Partnership Corporation.
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Details of the transaction contemplated under the Partnership
Agreement, including but not limited to the principal terms of
the Partnership Agreement, the background and relevant
experience of the management team of Shangao Sunrise
Investment, further details of the investment mandate and
further description of nature of the underlying investments are
set out in the announcements of the Company dated 31
January 2022 and 25 February 2022.

For the year ended 31 December 2023, the Limited Partnership
Corporation has so far made investment of approximately
RMB586.7 million as capital contribution (as limited partner) in
a limited partnership corporation formed under the laws of the
PRC with the same investment scope, of which Shangao
Sunrise Investment also acted as general partner. The auditing
and profit distribution of such investments shall be conducted
once or twice a year, and that a substantial part of the
investment returns shall be collected within 4 years from the
date of investment for the purpose of minimizing investment

risks.

On 15 December 2023, Shangao Shenzhen Investment (as the
transferor and a limited partner of the Limited Partnership
Corporation), an indirect wholly-owned subsidiary of the
Company, entered into a partnership interests transfer
agreement with Shandong Hi-Speed Logistic Group Co., Ltd.*
(WRBZERYREEFRAT) ("SDHS Logistic Group”) (as the
transferee) (the “Partnership Interests Transfer Agreement”),
pursuant to which Shangao Shenzhen Investment has agreed
to transfer to SDHS Logistic Group, and SDHS Logistic Group
has agreed to acquire from Shangao Shenzhen Investment,
49.9376% of the equity interests in Limited Partnership
Corporation held by Shangao Shenzhen Investment, being
capital commitment of RMB400,000,000 (comprising (i)
RMB292,493,288.71 of paid-up capital contribution and (ii)
RMB107,506,711.29 of capital commitment that has yet to be
paid) (the “Sale Interests”) at the Consideration of
RMB292,493,288.71 (the "Partnership Interests Transfer”).
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The completion of the transfer of interests in accordance with
the terms and conditions under the Partnership Interests
Transfer Agreement took place on 15 December 2023 (the
"Completion of Partnership Interests Transfer”). Upon the
Completion of Partnership Interests Transfer, the Group ceased

to have any interest in Limited Partnership Corporation.

As at the date of Partnership Interests Transfer Agreement, (i)
SDHS Logistic Group was a non-wholly owned subsidiary of
SDHS Group; and (ii) SDHS Group itself and through various
entities directly and indirectly owned an aggregate of
approximately 43.44% of the issued share capital of the
Company. As such, pursuant to Chapter 14A of the Listing
Rules, (i) SDHS Group was a controlling shareholder and a
connected person of the Company; (ii) SDHS Logistic Group
was an associate of SDHS Group and connected persons of the
Company; and (iii) the Partnership Interests Transfer constituted

a connected transaction of the Company.

Details of the above transaction are set out in the

announcement of the Company dated 15 December 2023.
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NON-EXEMPT CONTINUING CONNECTED
TRANSACTIONS

The following transactions of the Group constituted continuing

connected transactions for the Company for the year ended 31

December 2023 (the “Continuing Connected Transactions”).

1.

Factoring Agreement

On 18 September 2023, ILEEAl (1UE) HEREERAR]
(Shangao Yunchuang (Shandong) Commercial Factoring Co.,
Ltd.*) (“SG Yunchuang”) and Beiging Smart, entered into a
factoring agreement (the “Factoring Agreement”), pursuant to
which SG Yunchuang agreed to accept the transfer of the
account receivables of not less than RMB240,000,000 payable
to Beiging Smart/SHNE and its subsidiaries (the “SHNE Group”)
by its customer(s) for the sale of goods or provision of services
pursuant to certain commercial agreements and provide
recourse factoring financing service to Beiging Smart. SG
Yunchuang shall grant a revolving factoring credit limit of the
total principal amount of not exceeding RMB240,000,000
during the terms of the Factoring Agreement (the “Factoring
Credit Limit”) to Beiging Smart. The term of each factoring
financing amount made or to be made pursuant to the
revolving Factoring Credit Limit under the Factoring Agreement
or the total principal amount outstanding from time to time of
the factoring financing amount(s) advanced to Beiging Smart
pursuant to the Factoring Agreement (the “Factoring Financing
Amount(s)”) shall not exceed 1 year from the relevant
drawdown date plus a grace period of 90 days. Beiging Smart
shall pay interest on the outstanding principal amount of each
Factoring Financing Amount at the rate of 5% per annum (on
the basis of a 360-day year). SHNE had on the same date
provided a guarantee to SG Yunchuang for the due
performance of the repayment obligations of Beiging Smart
under the Factoring Agreement. The annual cap of the
transaction amounts under the Factoring Agreement for the
two years ended/ending 31 December 2024 are
RMB243,500,000 and RMB252,200,000 respectively.
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As at the date of the joint announcement of the Company and
SHNE dated on 18 September 2023, (i) SG Yuanchuang was
wholly owned by Shandong Hi-Speed Company Limited* (|15
RN ARATF) (
of SDHS Group; (ii) SDHS Group through various entities owned

“SDHSC™), a non-wholly owned subsidiary

an aggregate of approximately 43.44% of the issued share
capital of the Company and approximately 43.45% of the
issued share capital of SHNE; and (iii) SHNE was an indirect
non-wholly owned subsidiary of the Company. SDHS Group
was therefore an indirect controlling shareholder and a
connected person of each of SHNE and the Company under
Chapter 14A of the Listing Rules. Accordingly, SG Yuanchuang
was an associate of SDHS Group, and therefore a connected
person of each of SHNE and the Company under Chapter 14A
of the Listing Rules. As such, the transactions contemplated
under the Factoring Agreement constituted a continuing
connected transaction of each of SHNE and the Company
under Chapter 14A of the Listing Rules.

Details of the above transaction are set out in the joint
announcement of the Company and SHNE dated 18 September
2023.
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The Sales of Electricity to Qilu Expressway

On 1 November 2023, Shandong Hi-Speed New Energy
(Pingyin) Co., Ltd.* (lLu@*TeeIR (F2) BRAR]) (“SHNE
Pingyin”), being an indirect wholly-owned subsidiary of SHNE
and an indirect non-wholly owned subsidiary of the Company,
and Qilu Expressway (Shandong) Assembly Co., Ltd. (B&5
ROLER) ZEEABR AR ("Qilu Expressway Assembly”)
entered into an agreement (the “2023 Electricity Sales
Agreement”) in respect of the sales of electricity generated by
the photovoltaic power stations to be constructed and
operated by SHNE, with estimated construction capacity of
3.3MW (the “Photovoltaic Power Stations”) in the designated
areas of the production plant operated by Qilu Expressway
Assembly (including the building’s roof and part of the ground
site of the production plant) (the “Designated Areas of the
Production Plant”) to Qilu Expressway Assembly under the
2023 Electricity Sales Agreement (the “2023 Sales of
Electricity”) for a term of three years commencing from 1
November 2023 and expiring on 31 October 2026 (subject to
compliance with the requirements of the applicable laws and
regulations, may be renewable for a period of three years or
shorter upon mutual agreement of the parties to the 2023
Electricity Sales Agreement, and the duration of the 2023 Sales
of Electricity shall be up to twenty-five years.). The annual cap
amount relating to the electricity fees receivable by SHNE
Pingyin in respect of the 2023 Sales of Electricity under 2023
Electricity Sales Agreement for the three years ended/ending 31
December 2025 and the period from 1 January 2026 to 31
October 2026 were RMBO, RMB1,742,361.60,
RMB1,735,328.00 and RMB1,468,294.40, respectively.
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As at the date of the joint announcement of the Company and
SHNE dated on 1 November 2023, as (i) SHNE Pingyin was an
indirect wholly-owned subsidiary of SHNE and an indirect non-
wholly-owned subsidiary of the Company; (ii) SDHS Group
through various entities owned an aggregate of approximately
43.44% of the issued share capital of the Company and
approximately 43.45% of the issued share capital of SHNE; (iii)
SHNE was a non-wholly owned subsidiary of the Company,
and SDHS Group was therefore an indirect controlling
shareholder and a connected person of each of the Company
and SHNE under Chapter 14A of the Listing Rules; (iv) Qilu
Expressway Assembly was an indirect non-wholly owned
subsidiary held as to 60% by Qilu Expressway; and (v) SDHS
Group through its subsidiary, Shandong Hi-Speed Company
Limited* (IL R & & % 17 A BR 2 8 ), indirectly held
approximately 38.93% of the issued share capital of Qilu
Expressway, Qilu Expressway Assembly was therefore an
associate of SDHS Group and a connected person of each of
SHNE and the Company under Chapter 14A of the Listing
Rules. As such, the 2023 Sales of Electricity under the 2023
Electricity Sales Agreement constituted a continuing connected
transaction of SHNE and the Company under Chapter 14A of
the Listing Rules.

Pursuant to Rules 14A.81 to 14A.83 of the Listing Rules, a
series of connected transactions will be aggregated and treated
as if they were one transaction if they were all entered into
within a 12-month period or were otherwise related. As a
result of (i) the entering into of the energy management
agreement entered into between Jinan Shandong Hi-Speed
New Energy Technology Co., Ltd.* (Fm LS eEREIH AR
A a)) (being an indirect wholly-owned subsidiary of SHNE and
an indirect non-wholly-owned subsidiary of the Company) and
Shandong Hi-Speed Service Development Group Co., Ltd* (1L
RERIREFEEB AR A7) (“SDHS Service Development”)
on 14 November 2022 (“Previous Agreement A”) and the
framework agreement entered into between SHNE and
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Shandong Hi-Speed Yunnan Development Co., Ltd. * (LR &R
EFEEEAR AT ("SDHS Yunnan”) on 24 April 2023
("Previous Agreement B”) respectively in respect of the sales of
electricity generated by the distributed photovoltaic power
stations owned by the SHNE Group within a 12-month period
in the designated areas specified under the Previous Agreement
A and Previous Agreement B respectively; (ii) SDHS Service
Development and SDHS Yunnan are wholly-owned subsidiaries
of the SDHS Group; and (iii) the nature of the transactions and
the principal terms of the Previous Agreement A and the
Previous Agreement B are almost identical to those of the 2023
Electricity Sales Agreement. Therefore, the transactions under
the 2023 Electricity Sales Agreement, the Previous Agreement
A and the Previous Agreement B should be aggregated under
Rules 14A.81 to 14A.83 of the Listing Rules.

The aggregated annual caps for the estimated electricity fee
receivable by the SNHE under the 2023 Electricity Sales
Agreement, Previous Agreement A and Previous Agreement B
for the three years ending 31 December 2025 and for the
period from 1 January 2026 to 31 October 2026 are
approximately RMB762,707.13, RMB4,044,894.55,
RMB4,006,352.88 and RMB1,468,294.40, respectively.

Details of the 2023 Sales of Electricity are set out in the joint
announcement of the Company and SHNE dated 1 November
2023.
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The Sales of Electricity to BEWG

On 30 December 2022, SHNE and Beijing Enterprises Water
Group Limited ("BEWG", together with its subsidiaries, the
"BEWG Group”) entered into an agreement (“2022 Electricity
Sales Agreement”) in respect of the sales of electricity to be
generated by the distributed photovoltaic power stations
constructed/to be constructed and to be operated by SHNE and its
subsidiaries (collectively, the “SHNE Group”) in certain water
plants to BEWG Group for a term commenced from 1 January
2023 to 31 December 2025 (“2022 Sales of Electricity”), and may
be renewable for another term upon mutual agreement between
BEWG and SHNE within one month prior to the expiry date. The
annual cap amount relating to the electricity fees receivable by the
SHNE Group in respect of the Sales of Electricity for each of the
three years ending 31 December 2025, being the term of the
2022 Electricity Sales Agreement, will not exceed
RMB20,449,710.17, RMB21,196,804.71 and RMB21,015,863.99,
respectively.

Due to the expected increase in demand for the electricity to be
generated from the distributed photovoltaic power stations
constructed/to be constructed and to be operated by the SHNE
Group (the “Distributed Photovoltaic Power Stations”) in
additional water plants of BEWG Group operated/to be operated
under service concession arrangements (the “Water Plants”), the
board of directors of SHNE (the “SHNE Board”) envisages that
the existing annual caps in respect of the sales of electricity
under the 2022 Electricity Sales Agreement for the years ending
31 December 2023, 2024 and 2025 (the "Existing Annual
Caps”) will not be sufficient to fulfill the additional unforeseen
transactions that may take place under the 2022 Electricity Sales
Agreement for the years ending 31 December 2024 and 2025,
respectively. On 28 December 2023, SHNE and BEWG entered
into a supplemental agreement to the 2022 Electricity Sales
Agreement (the “Supplemental Agreement”) to revise certain
terms of the 2022 Electricity Sales Agreement including the
Existing Annual Caps and the relevant pricing policy. The Existing
Annual Caps for the three years ended/ending 31 December 2025
had been revised to RMB20,449,710.17, RMB30,988,166.11 and
RMB34,530,678.92, respectively.
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As at the date of the joint announcement of the Company and
SHNE dated on 28 December 2023, (i) BEWG was a substantial
shareholder of SHNE indirectly holding approximately 18.03%
of the total issued share capital of SHNE; and (ii) SHNE was a
non-wholly owned subsidiary of the Company which directly
held approximately 43.45% of the total issued share capital of
SHNE. Accordingly, BEWG was a connected person of SHNE
and a connected person of the Company at subsidiary level,
respectively, under Chapter 14A of the Listing Rules. As such,
the transactions contemplated under the 2022 Electricity Sales
Agreement and the Supplemental Agreement constituted
continuing connected transactions of each of SHNE and the
Company under Chapter 14A of the Listing Rules. Pursuant to
Rule 14A.54 of the Listing Rules, if each of SHNE and the
Company intends to revise annual caps and effect a material
change to the terms for continuing connected transactions,
each of SHNE and the Company will be required to re-comply
with the provisions of Chapter 14A of the Listing Rules

applicable to the relevant continuing connected transactions.

Details of the above Supplemental Agreement are set out in
the joint announcement of the Company and SHNE dated 28
December 2023.
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Pursuant to Rule 14A.55 of the Listing Rules, the continuing
connected transactions set out above have been reviewed by the
independent non-executive Directors, who confirmed that the
aforesaid Continuing Connected Transactions have been entered
into:

(@) in the ordinary and usual course of business of the Group;

(b) carried out on normal commercial terms or better; and

(c)  in accordance with the relevant agreements governing them on
terms that are fair and reasonable and in the interests of the

Shareholders as a whole.

The auditors of the Company was engaged to report on the Group’s
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 (Revised) "Assurance
Engagements Other than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 (Revised)
“Auditor’s Letter on Continuing Connected Transactions under the
Hong Kong Listing Rules” issued by the Hong Kong Institute of
Certified Public Accountants. The auditors of the Company has issued
its unqualified letter containing their findings and conclusions in
respect of the continuing connected transactions disclosed above by

the Group in accordance with Rule 14A.56 of the Listing Rules.

To the best knowledge of the Directors, saved as disclosed in the
“Connected Transactions and Continuing Connected Transactions”
in this annual report, none of the related party transactions as
disclosed in note 44 to the consolidated financial statements
constituted as connected transactions or continuing connected
transactions as defined in Chapter 14A of the Listing Rules, which is
in compliance with the disclosure requirements under Chapter 14A
of the Listing Rules.
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CONTRACTUAL ARRANGEMENTS

1.

Overview

On 28 December 2023,
equity interests in VNET through subscription of shares, VNET

after completion of acquisition of

became an associate of the Company. Pursuant to the VIE
Contracts (as defined below), VNET, through the WFOEs (as
defined below), has effective control over Beijing iJoy
BEMARAR)
(“Beijing iJoy"), Beijing Yiyun Network Technology Co., Ltd. (it
RBREREEHARA

Yunwei Technology Co.,

.

Information Technology Co., Ltd. (b 5 BI5 (=

al]) ("Beijing Yiyun”), Shanghai Zhiyan
Ltd. (EBBUAEHERHRER A A)
("Shanghai Zhiyan”) and Wifire Network Technology (Beijing)
Co., Ltd. (BEHEMAERRE (AER) AR AR (“"Wifire
Beijing”) (collectively, the "OPCO Group Companies”) and
enjoy the economic benefits generated by the OPCO Group
Companies. The Directors have discussed with the reporting
accountants and confirmed that under the prevailing
accounting principles, VNET has the right to consolidate the
financial results of the OPCO Group Companies in its

consolidated accounts as if they were subsidiaries of the VNET.

The VIE structure for each OPCO Group Company have been
implemented at the respective times of execution of the
corresponding VIE Contracts (as defined below). As the OPCO
Group Companies will not become subsidiaries of the Company
upon Closing, the VIE Contracts will not constitute connected
transactions of the Company under Chapter 14A of the Listing

Rules.

Beijing iJoy is a limited liability company registered in the PRC.
It holds a licence to engage in the businesses of internet data
centre (excluding internet resources collaboration) (IDC),
internet services provider (ISP), domestic virtual private network
(VPN) and information services (excluding internet information
services). As at the date of this report, neither Beijing iJoy nor

any of its subsidiaries are operating any business.
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Beijing Yiyun is a limited liability company registered in the
PRC. It holds a licence to engage in the businesses of internet
data centre (excluding internet resources collaboration) (IDC)

and internet services provider (ISP).

Shanghai Zhiyan is a limited liability company registered in the
PRC. It is an investment holding company. Shanghai Blue
Cloud, its direct wholly-owned subsidiary, holds licences to
operate internet data centre (IDC), internet service provider
(ISP), information services (including internet information
services), content distribution network, domestic ethernet data
transfer, domestic virtual private network (VPN), domestic
multi-party conference, domain name analysis, and online data

and transaction processing operations.

Wifire Beijing is a limited liability company registered in the
PRC. As at the date of this report, it is a dormant company.

The following entities are collectively the “WFOEs":

(@) in relation to Beijing iJoy, Joytone Infotech Co., Ltd. (Z& )M
2EE HELSRMABR AR (“Joytone Infotech”);

(b) in relation to Beijing Yiyun, VNET Data Center Co., Ltd. (t&
WL EBEERFR OBMR A A ("YNET Data Center”);

() in relation to Shanghai Zhiyan, Shanghai Edge Connect
Technology Co., Ltd. (E/EEABARERARAR])
("Shanghai Edge Connect”); and

(d) in relation to Wifire Beijing, Abitcool (China) Broadband
Inc. (PULLES/ NRAREE R (R5E) AR AF]) ("Abitcool
China").
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The registered owners of the OPCO Group Companies
(collectively “OPCO Registered Shareholder”) are:

(@ in relation to Beijing iJoy, each of Peng Yang and
Shanghai Yunshiji Information Technology Co., Ltd. (/&
T4 B A48 B R A 7)), (“Shanghai Yunshiji”);

(b) in relation to Beijing Yiyun, each of Chen Sheng and
Zhang Jun;

() in relation to Shanghai Zhiyan Yunwei Technology Co.,
Ltd. (EBBUAEEREBR AR (“Shanghai Zhiyan”),
Shanghai Rongyan Yungi Technology Co., Ltd. (1AM

E2ERB AR A F]) (“Shanghai Rongyan”); and

(d) in relation to Wifire Beijing, Chen Sheng.

The revenue and the total asset of the OPCO Group Companies
subject to the Contractual Arrangements amounted to
approximately RMB6,418,125,000 for the year ended 31
December 2023 and approximately RMB17,294,365,000 as at
31 December 2023, respectively. VNET is an associate of the
Company. More details of associates are set out in note 24 to

the consolidated financial statements.

During the Reporting Period, there was no material change in
the contractual arrangements under the VIE Contracts (as
defined below) (“Contractual Arrangements”) and/or the
circumstances under which they were adopted, and none of
the Contractual Arrangements has been unwound as none of

the restrictions that led to their adoption has been removed.
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Information of the VIE Contracts 2.

(1) Summary of our Contractual Arrangements

We set out below a brief description of each of the
specific agreements that comprise the Contractual
Arrangements (collectively. “VIE Contracts”), the further
details of which are set out in “Letter from the Board —
Information of the VIE Contracts — The VIE Contracts” in
the major transaction circular of the Company dated 11
December 2023:

(a)  The VIE Contracts (Beijing iJoy)

(i)  the Exclusive Technical Consulting Agreement
(Beijing iJoy)
The exclusive technical consulting and services
agreement dated 30 October 2012 (as
amended and supplemented by a
supplemental agreement (&5 4IRS 754
%) dated 30 July 2013) entered into by
Joytone Infotech and Beijing iJoy (collectively
the “Exclusive Technical Consulting Agreement
(Beijing iJoy)"), pursuant to which Beijing iJoy
agrees to engage Joytone Infotech as the
exclusive service provider to provide Beijing
iJoy with (A) maintenance of machine room,
network and software; (B) office network
conditions and maintenance; (C) security
services for overall system; and (D) overall
architecture design and implementation of
system network, including installation of server

system, routine maintenance on a 24*7 basis.
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(ii)

(iii)

the Exclusive Call Option Agreement (Beijing
iJoy)

The amended and restated exclusive call
option agreement ({EZTMEMAVBERBEE
¥E#ps%) dated 18 July 2019 entered into by
iJoy Holding Limited (“iJoy Holding"”), Peng
Yang, Shanghai Yunshiji and Beijing iJoy (the
"Exclusive Call Option Agreement (Beijing
iJoy)”), pursuant to which Peng Yang and
Shanghai Yunshiji irrevocably agree to grant
an exclusive option to iJoy Holding or one or
more persons designated by iJoy Holding (the
“Designated Persons”) to acquire at any time
from Peng Yang and Shanghai Yunshiji all or
part of the equity interest in the Beijing iJoy
at a consideration of CNY10,000,000.00
unless otherwise required by the PRC Laws.

the Equity Pledge Agreement (Beijing iJoy)

The amended and restated equity pledge
agreement (FEFIFIE &) AR E 1R 7 52)
dated 18 July 2019 entered into by Joytone
Infotech, Peng Yang and Shanghai Yunshiji
(the "Equity Pledge Agreement (Beijing
iJoy)”), pursuant to which each of Peng Yang
and Shanghai Yunshiji agrees to pledge all of
the equity interest he/it holds in Beijing iJoy
to Joytone Infotech to secure the
performance of Beijing iJoy's payment
obligations owed to Joytone Infotech under
the Exclusive Technical Consulting Agreement
(Beijing iJoy).

(iii)
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the Loan Agreement (Beijing iJoy)

The loan agreement (f&3X1#%) dated 30
October 2012 entered into by Joytone
Infotech and Peng Yang (the “Loan
Agreement (Beijing iJoy)”), pursuant to which
Joytone Infotech agrees to provide an
interest-free loan to Peng Yang in the amount
of CNY500,000.00.

the Letter of Undertaking (Beijing iJoy — Peng
Yang)

The letter of undertaking (7&&% (k) dated 30
July 2013 executed by Peng Yang and Beijing
iJoy in favour of iJoy Holding (the “Letter of
Undertaking (Beijing iJoy — Peng Yang)"),
pursuant to which Peng Yang and Beijing iJoy
undertake that Beijing iJoy has not distributed
any dividends to Peng Yang since its
establishment; and if Beijing iJoy distributes
dividends to Peng Yang in the future, Peng
Yang will pay such dividends to iJoy Holding
or a company designated by iJoy Holding
without compensation within five (5) business
days after receipt of such dividends
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(vi)

the Letter of Undertaking (Beijing iJoy —
Shanghai Yunshiji)

The letter of undertaking (7&&% (k) dated 18
July 2019 executed by Peng Yang, Shanghai
Yunshiji and Beijing iJoy in favour of iJoy
Holding (the “Letter of Undertaking (Beijing
iJoy — Shanghai Yunshiji)”), pursuant to which
Peng Yang, Shanghai Yunshiji and Beijing iJoy
undertake that Beijing iJoy has not distributed
any dividends to Peng Yang and/or Shanghai
Yunshiji since its establishment; and if Beijing
iJoy distributes dividends to Peng Yang and/
or Shanghai Yunshiji in the future, Peng Yang
and Shanghai Yunshiji will pay such dividends
to iJoy Holding or a company designated by
iJoy Holding without compensation within
five (5) business days after receipt of such
dividends.
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the Power of Attorney (Beijing iJoy — Peng
Yang)

The power of attorney (IX#Z £ £) dated 18
July 2019 executed by Peng Yang in favour of
Joytone Infotech (the “Power of Attorney
(Beijing iJoy — Peng Yang)”), pursuant to
which Peng Yang irrevocably agrees to
entrust to Joytone Infotech all his rights as
shareholder in Beijing iJoy, including but not
limited to: (i) attend the shareholders’
meetings of Beijing iJoy; (i) exercise all the
shareholder’s rights and shareholder’s voting
rights entitled to Peng Yang under PRC Laws
and the articles of association of Beijing iJoy,
including, without limitation, sale or transfer
or pledge or dispose of all or any part of the
equity interest in Beijing iJoy; and (iii)
designate and appoint the legal
representative (chairman), director, supervisor,
manager and other senior management of
Beijing iJoy as the authorized representative
of Peng Yang.
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(viii) the Power of Attorney (Beijing iJoy —

Shanghai Yunshiji)

The power of attorney (IX#Z £ £) dated 18
July 2019 executed by Shanghai Yunshiji in
favour of Joytone Infotech (the “Power of
Attorney (Beijing iJoy — Shanghai Yunshiji)”),
pursuant to which Shanghai Yunshiji
irrevocably agrees to entrust to Joytone
Infotech all its rights as shareholder in Beijing
iJoy, including but not limited to: (i) attend
the shareholders’ meetings of Beijing iJoy; (ii)
exercise all the shareholder’s rights and
shareholder’s voting rights entitled to
Shanghai Yunshiji under PRC Laws and the
articles of association of Beijing iJoy,
including, without limitation, sale or transfer
or pledge or dispose of all or any part of the
equity interest in Beijing iJoy; and (iii)
designate and appoint the legal
representative (chairman), director, supervisor,
manager and other senior management of
Beijing iJoy as the authorized representative
of Shanghai Yunshiji.
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the Power of Attorney (Beijing iJoy — Joytone
Infotech)

The power of attorney (iX#Z% £ Z£) dated 30
July 2013 executed by Joytone Infotech in
favour of iJoy Holding (the “Power of
Attorney (Beijing iJoy — Joytone Infotech)”),
pursuant to which Joytone Infotech
irrevocably agrees to entrust to iJoy Holding
all its voting rights in Beijing iJoy, including
but not limited to: (i) attend the shareholders’
meetings of Beijing iJoy; (i) exercise all the
shareholder’s voting rights entitled to Joytone
Infotech under PRC Laws and the articles of
association of Beijing iJoy, including, without
limitation, sale or transfer or pledge or
dispose of all or any part of the equity interest
in Beijing iJoy; and (iii) designate and appoint
the legal representative (chairman), director,
supervisor, manager and other senior
management of Beijing iJoy as the authorized

representative of Joytone Infotech.
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The VIE Contracts (Beijing Yiyun)

(i

the Exclusive Technical Consulting Agreement
(Beijing Yiyun)

The exclusive technical consulting and services
agreement dated 19 December 2006 entered
into by VNET Data Center, Beijing Yiyun and
Beijing VNET Board Band Data Center Co.,
Ltd. b RELEBEFBEH LERAEF)
("Beijing VNET") (as amended and
supplemented by a supplemental agreement
CBR B ME AMARTE % 2 M T %) dated
19 December 2016) (the “Exclusive Technical
Consulting Agreement (Beijing Yiyun)”),
pursuant to which Beijing Yiyun and Beijing
VNET agree to engage VNET Data Center as
the exclusive service provider to provide
Beijing Yiyun and Beijing VNET with (A)
Internet technology services; and (B)

management consulting services.
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the Optional Share Purchase Agreement
(Beijing Yiyun)

The restated and amended optional share
purchase agreement dated 27 September
2023 entered into by VNET Data Center,
Beijing Yiyun, Beijing VNET, Chen Sheng and
Zhang Jun (the “Optional Share Purchase
Agreement (Beijing Yiyun)”), pursuant to
which Chen Sheng and Zhang Jun irrevocably
agree to grant an exclusive option to VNET
Data Center or one or more persons
designated by VNET Data Center (the
“Designated Persons”) to acquire at any time
from Chen Sheng and Zhang Jun or Beijing
Yiyun all or part of the equity interest in the
Beijing Yiyun and Beijing VNET at a
consideration of CNY1.00, unless otherwise
required by the PRC Laws.

the Equity Pledge Agreement (Beijing Yiyun)

The equity pledge agreement (A% 1 & #1177 :%)
registered on 24 October 2023 entered into
by VNET Data Center, Beijing Yiyun, Chen
Sheng and Zhang Jun (the "Equity Pledge
Agreement (Beijing Yiyun)"), pursuant to
which Each of Chen Sheng and Zhangjun
agrees to pledge all of the equity interest he
holds in Beijing Yiyun to VNET Data Center to
secure the loan of CNY60,000,000.00 Chen
Sheng and Zhangjun borrowed from VNET
Data Center.

(iii)
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(iv)

(vi)

the Loan Agreement (Beijing Yiyun — Chen
Sheng)

The loan agreement (f§#1#:%) dated 28
January 2011 entered into by VNET Data
Center and Chen Sheng (the “Loan
Agreement (Beijing Yiyun — Chen Sheng)”),
pursuant to which VNET Data Center agrees
to provide an interest-free loan to Chen
Sheng in the amount of CNY7,000,000.00.

the Loan Agreement (Be