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Corporate Information

ATZER

Board of Directors

Executive Directors
Dr Yeung Yung (Chairman)
Mr Feng Rui (Chief Executive Officer)
Dr Wang Chuantao (Deputy Chairman)
(resigned on 1 May 2021)
Mr Liu Stephen Quan
Dr Zhu Shengliang
Mr Li Zhengshan
Mr Ting Kwok Kit, Johnny (retired on 30 June 2021)
Mr Chen Xiao

Non-executive Director
Dr Xia Tingkang, Tim

Independent Non-Executive Directors
Dr Zhu Guobin

Mr Cheng Tat Wa

Dr Li Jianyong

Mr Chan Sin Hang

Mr Lee Cheung Yuet, Horace

Company Secretary
Mr Leung Kai Yin
Auditor

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

23/F, Tower 2, Enterprise Square Five
38 Wang Chiu Road,

Kowloon Bay, Kowloon,

Hong Kong

Principal Bankers
Hongkong and Shanghai Banking Corporation Limited
1 Queen’s Road

Central, Hong Kong

Bank of Communications Co. Ltd.
20 Pedder Street, Central, Hong Kong

Hybrid Kinetic Group Limited Annual Report 2021

B
HITES

REL (5
BRI (TEABH)

EIIEEL EZE)
R —FE_——F A H—HEFT)
BIRFE
KBEREL
FIEWSRE
TEGEE (R ZEZ—FXF=+HEF)
BRBE S 4

FERTES
EEREL

BIFENTES
REDRE L
BiEERE
FrEELT
fRE®STE
FHIRTE

AL
REE L
% BB

RERIEGSTRIEBIBRAE
HZEE A

EES

NENFEE

7= RE 385K

b EIBE h A2 mE2318

FEFRRT

&% g ERRTARAT
EHRIE

SEAERIR

RBEIRITRNBRAT
EARPIREFTEH205%



Corporate Information
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Chiu & Partners
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Hong Kong
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Ocorian Management (Bermuda) Limited
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31 Victoria Street
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Bermuda

Hong Kong Branch Share Registrar and
Transfer Office
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Chairman’s Statement
FTEHwRES
Dear Shareholders,

Since the outbreak of COVID-19 at the end of December
2019, the global business environment and economy were
fundamentally re-shaped. The pandemic, which is still menacing,
has presented a slew of serious and unprecedented challenges
to almost every part of the world. Because of different political,
economic and social environment, countries are not doing equally
well in fighting against the pandemic. The prolonged COVID-19
pandemic had, continued to pose significant challenges to the
auto industry, no industry player in the auto industry was immune
to the effects of COVID-19.

The Group’s research and development progress was seriously
affected as remote working has prevented us from keeping
optimal working efficiency. The Company is confident that the
Group will gradually catch up as the global economy recovers from
the pandemic in 2022, and will strive to achieve the next success
milestone in the automotive industry.

We have also experienced unprecedented difficulties in raising
capital as potential investors have been more cautious during
the pandemic. The Group could not conduct normal visits and
face-to-face communications with potential investors. This has
significantly hindered the negotiation progress with potential
business partners or investors. The Group has seen delays in
securing capital from potential investors in Europe and the Middle
East regions even though the momentum was extremely promising
before the pandemic. Nevertheless, the Group will continue to
source, identify and secure quality manufacturers and/or suppliers
with high-level engineering and/or manufacturing capacities from
worldwide for the Group’s automotive innovations and products.

Hybrid Kinetic Group Limited Annual Report 2021
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Chairman’s Statement

We have noticed that there is a new round of investment
wave into clean energy following the strong recovery of the US
economy, especially by way of financial instruments such as Special
Purpose Acquisition Company. Our Board has made the most of
precious time during the lockdown to maintain constant and in-
depth discussions via remote working model with private equity
firms, investment banks, law firms and other partners so as to
explore new ways, as well as to devise and implement new plans
for raising capital for the Group. The Group will double its efforts,
work harder than ever, grasp every opportunity to expand the
development space, and make up for lost time during the year of
2022.

I would like to express my sincere gratitude to all shareholders,
directors and employees of the Group for their tremendous
support!

Yeung Yung
Chairman
Hong Kong, 31 March 2022
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Biographical Detalls of Directors and Senior Management

SEMEREEEREFIE

Below are the biographical details of the Directors and the Senior
Management of the Group during the Year and as at the date of
this annual report.

EXECUTIVE DIRECTORS

Dr YEUNG Yung ({P&#), aged 64, was appointed as executive
director of the Company in November 1998, and is the Chairman
of the Group, the chairman of the nomination committee and a
member of the remuneration committee of the Board. Dr Yeung
is also a substantial shareholder of the Company. Dr Yeung
holds a PhD Degree in Economics from the China’s Southwest
University of Finance & Economics. Dr Yeung was elected as a
director of the John Hopkins University Center — Nanjing University
Centre for Chinese and American Studies (13X 1EAZ AR )
FEE) . Dr Yeung was the chairman, chief executive officer and
president of Brilliance China Automotive Holdings Limited and
also the chairman and president of Shenyang Jinbei Passenger
Vehicle Manufacture Co., Ltd. from 1992 to 2002. Dr Yeung
is a well-known, highly successful automotive industrialist with
over 20 years' experience in the automobile industry as well as a
pioneering international financier from China.

Mr Feng Rui (B#{), aged 48, was appointed as executive
director of the Company and chief executive officer of the
Group with effect from 1 January 2020. He was graduated from
the Shanghai University of Finance and Economics majoring in
Investment, Economics and Financial Management (& &£ 7%
&12) and holds a Master's degree in Business Administration in
Executive Management from Royal Roads University of Canada.
Mr Feng is a member of the Shanghai Institute of Certified Public
Accountants and has approximately 30 years of experience in the
fields of finance and corporate management. He has joined the
Group since August 2014 and is currently a director of certain
subsidiaries of the Company.
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Biographical Detalls of Directors and Senior Management
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Dr WANG Chuantao (EJII:8), aged 68, was appointed as
executive director of the Company in April 2009, and is the
Deputy Chairman of the Group. He is also the chief executive
officer of Hybrid Kinetic Motors Corporation, a wholly-owned
subsidiary of the Company. Dr Wang has more than 30 years'
experience in the field of manufacturing engineering. He is an
internationally recognized leading technologist and business leader
in the development and implementation of advanced stamping
using computer-aided engineering technology and production
systems for digital die manufacturing and stamping for large scale
automotive applications. He had been the Chief Die Engineer
and Technical Fellow in General Motors Corp in Michigan, the
US before he joined the Group. He is armed with interdisciplinary
education, diverse and in-depth knowledge and management
experience in the automotive industry. He received his doctorate
in industrial systems and engineering and his Master’s Degree in
materials science and engineering from The Ohio State University,
Columbus, Ohio, the US and his Bachelor's Degree and Master’s
Degree in mechanical engineering from Chongqging University,
Chonggqing, the PRC.

Dr Wang resigned as executive director of the Company, and
ceased to hold any office or position with the Group, with effect
from 1 May 2021.

Mr LIU Stephen Quan (BIS®), aged 67, was appointed as
executive director of the Company in October 2007. Mr Liu holds
a Master’s Degree in business, economics and finance from the
China Europe International Business School (CEIBS). Mr Liu has
extensive knowledge and experience in the management of supply
chain business. He has been in the investment management
industry for more than 15 years and was one of the founders of
several industrial companies and investment companies in China
and the US.

Dr ZHU Shengliang (%kBSE), aged 71, was appointed as
executive director of the Company in May 2008. Dr Zhu holds a
PhD Degree in Economics from the Southwestern University of
Finance and Economics. Dr Zhu possesses extensive experience in
finance and corporate management. He took senior managerial
roles in several companies, including Shanghai Shenhua Holdings
Co., Ltd., a PRC-listed company.
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Biographical Detalls of Directors and Senior Management
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Mr LI Zhengshan (ZFIFLL), aged 52, was appointed as executive
director of the Company in June 2010. Mr Li holds a Master of
Arts Degree in English language and literature from the Shanghai
International Studies University. He has been the Executive
Assistant to Dr Yeung Yung, the Chairman of the Company, since
2003 and the deputy general manager of the PRC investment
division of the Company. He is currently a director of certain
subsidiaries of the Company. He is responsible for corporate
coordination and business development of the Group in China.

Mr TING Kwok Kit, Johnny (T EI{#), aged 60, was appointed
as executive director of the Company in November 2014. He is
also the Chief Financial Officer of the Company. He had previously
served as the Company's independent non-executive director
from 19 November 2007 to 31 May 2011. Mr Ting holds a
Bachelor’s Degree in Economics from the University of Victoria of
Canada and a MBA from the City University of Hong Kong. Mr
Ting is a fellow member of the Association of Chartered Certified
Accountants and a member of the Certified General Accountants
Association of Canada. He is also a fellow member of the Hong
Kong Institute of Chartered Secretaries. Mr Ting has more than
15 years' experience in accounting, finance and corporate
management.

Mr. Ting retired from his position as an executive director of the
Company after the conclusion of the Company’s annual general
meeting held on 30 June 2021.

Mr CHEN Xiao (PREE), aged 50, was appointed as executive
director of the Company in November 2014. Mr Chen has
joined the Group since April 2008. He has been one of the
senior management of the Group and has been assuming
the role of director of certain subsidiaries of the Company.
Mr Chen is primarily responsible for identifying, evaluating,
participating in commercial negotiations and financial planning
for the implementation of potential projects for the Group in
the PRC. Mr Chen was graduated from the Shanghai University
of Finance and Economics (E/BHF&KE)in 1994, majoring
in Investment, Economics and Financial Management (& &4
T EIE) . He has extensive experience in the areas of securities
investment, corporate finance, capital management and merger
and acquisition in the PRC.
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Biographical Detalls of Directors and Senior Management
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NON-EXECUTIVE DIRECTOR

Dr XIA Tingkang, Tim (E3£), aged 66, was appointed as
non-executive director of the Company in June 2010. Dr Xia
is currently an independent non-executive director of Jian's
ePayment System Limited (listed in Hong Kong). Dr Xia holds a
Bachelor’s Degree from Peking University, the PRC, a PhD from
The Ohio State University, the US and a Juris Degree from the
Columbia University School of Law, the US. Dr Xia is currently a
senior partner of an international law firm, Locke Lord LLP, and
a registered U.S. patent attorney. Prior to his legal career, he was
a physicist specializing in supercomputing, large scale computer
simulation of complex fluids, super-thin-films of polymers, and
Josephson junction superconducting arrays, electromagnetic
properties of high temperature superconductors, and physics
of granular metals. Dr Xia also counsels clients of international
corporate law.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr ZHU Guobin (5REIFE), aged 60, was appointed as non-
executive director of the Company in July 2010 and re-designated
as an independent non-executive director of the Company on 31
December 2012. Dr Zhu holds a Bachelor’s Degree in history, a
Master’s Degree in history and a Master’s Degree in law from the
Renmin University of China, a Master's degree in law from the
University of Hong Kong and a PhD in law and a HDR (Dipléme
d'Habilitation a Diriger des Recherches) from the University of
Aix-Marseilles in France. Dr Zhu is currently a professor of law in
the School of Law of City University of Hong Kong. He is a guest
professor at Shandong University and at Schools of Law of Wuhan
University and Qingdao University in the PRC. He is also a council
member of the Chinese Association of Constitutional Law and
Chinese Judicial Studies Association and a titular member of the
International Academy of Comparative Law. Dr Zhu is an arbitrator
of Wuhan Arbitration Commission, Zhuhai Arbitration Commission
and Qingdao Arbitration Commission, and also an independent
non-executive director of China East Education Holdings Limited
and a director of The Legal Education Fund Limited (HK), and also a
council member of Hubei Province Overseas Friendship Association.
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Biographical Detalls of Directors and Senior Management
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Mr CHENG Tat Wa (ZB3ZEZE), aged 57, was appointed as
independent non-executive director of the Company in August
2012. He is also the chairman of the audit committee and a
member of the remuneration committee and the nomination
committee of the Board. Mr Cheng holds a Master’'s Degree in
international accounting from City University of Hong Kong and
a LLB (HONS) from Northumbria University. Mr Cheng is a fellow
member of the Association of Chartered Certified Accountants.
He is an associate member of the Institute of Chartered Secretaries
and Administrators of Canada and a member of the Certified
General Accountants Association of Canada. He is also a member
of the Institute of Internal Auditors. Mr Cheng has more than 15
years of extensive experience in the business accounting fields.

Dr LI Jianyong (FEB), aged 64, was appointed as
independent non-executive director of the Company in December
2012. Dr Li holds a Doctoral Degree in economics from the
Southwestern University of Finance and Economics (787 B 4% A
&) . Dr Li obtained the accreditation and qualification of sponsor
representative* (fREXZ A) from the Securities Association
of China (PEIEE#H 21 E)in 2007. Dr Li had served various
senior positions in GF Securities Company Limited (255855 /%
AAEFEAT) . Dr Li was also appointed as the vice-chairman of
the Securities Association of China in 2007. Dr Li has extensive
experience in the securities and investment field in the PRC. Dr Li
is currently a professor of the Chinese Finance Research Institute of
the Southwestern University of Finance and Economics.

Mr CHAN Sin Hang (FRZ1), aged 37, was appointed as
independent non-executive director of the Company in December
2012. He is also a member of the audit committee of the Board.
Mr Chan holds a Bachelor’s Degree in business (accounting) from
the Australian Catholic University. Mr Chan is a full member of
the CPA Australia. He is also a member of HKICPA since March
2013. Mr Chan had been an auditor in CPA firms in Hong Kong,
and a chief financial officer and a company secretary of a financial
services company based in Hong Kong and China. Mr Chan has
more than 10 years of experience in the accounting field, and is
currently a financial controller of a Hong Kong company.

Hybrid Kinetic Group Limited Annual Report 2021
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Biographical Detalls of Directors and Senior Management
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Mr LEE Cheung Yuet, Horace (F# 1), aged 40, was
appointed as independent non-executive director of the Company
in September 2017. He is also the chairman of the remuneration
committee and a member of both the audit committee and
the nomination committee of the Board. He is an independent
non-executive director of Asia Television Holdings Limited, Kirin
Group Holdings Limited, Li Bao Ge Group Limited and Sunlight
Technology Holdings Limited (all are listed in Hong Kong). Mr Lee
holds a Bachelor’s Degree of Commerce (Accounting) from The
University of Queensland, Australia since 2004. Mr Lee is a Fellow
Member of the Association of Chartered Certified Accountants
since 2014. Mr Lee has over 15 years of working experience in
merger and acquisition, financial reporting, investment analysis
and business development. Mr Lee has been taking up senior
positions in the financial and business sectors for over 10 years
and he also has extensive experience in terms of Hong Kong listed
companies.

COMPANY SECRETARY

Mr LEUNG Kai Yin (2EX®), aged 35, was appointed as
Company Secretary of the Company in September 2019. He is
also the finance manager of the Company. He holds a Bachelor's
degree in Information Systems from the City University of Hong
Kong and a Master’s degree in Professional Accounting from Hong
Kong Polytechnic University. Mr Leung is a member of the Hong
Kong Institute of Certified Public Accountants and a member of
the Association of Chartered Certified Accountants. Mr Leung has
over 10 years of experience in the fields of accounting, finance
and corporate management.

*  For identification purpose only
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Directors’ Report
(S e

The directors of the Company (the “Board” or the “Directors”)
are pleased to present to the shareholders of the Company
(the “Shareholders”) their report together with the audited
consolidated financial statements of the Company and its
subsidiaries (the “Group”) for the year ended 31 December 2021
(the "Year").

MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

The Group is principally engaged in the development and sale of
battery management systems and spare parts, high-tech electric
motor vehicles, and advanced batteries materials. The Group is
also engaged in the provision of finance leasing services.

The Group has been engaging in the automotive batteries
business since 2011. The Group has established a team of
experts with extensive experience and expertise in a wide variety
of applications in the automobile industry, which forms part of
our core strengths in the development of, among other things,
advanced and high quality batteries, battery management systems
and related technologies.

The global automotive industry is on an evolutionary fast track
towards electric mobility. To capture the mass market of the high-
tech electric motor vehicles successfully, the Company has put its
faith in the continuous improvement of higher quality batteries,
parts and technology to provide cleaner, safer and more robust
power for electric vehicles.

During the Year, despite the highly challenging business
environment under the prolonged pandemic, the Group had
continued to explore business development opportunities by
leveraging its core strengths.

The Group did not settle in comfort zone following positive
feedback received for the Group's show cars from the public
after their debuts at international car shows. The Group had,
instead, moved beyond and continued to identify and engage with
different strategic alliances and business partnerships to, among
other things, (i) research, develop and deploy technologies in the
areas of high performance electrical systems architecture and
battery technologies, (i) establish and maintain manufacturing
bases and (iii) explore the viability of different business models in
an efficient and cost-effective manner.
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The prolonged COVID-19 pandemic had, however, continued
to pose significant challenges to the Group’s research and
development progress. This situation was aggravated by the
uncertain macro-economic environment and generally cautious
sentiment, which had affected adversely the progress of the
Group’s research and development projects, and significantly
hindered the negotiation progress with potential business partners
or investors.

Nevertheless, the Company believes its continuous efforts and
perseverance will bring the Group’s business development to the
next level. These efforts include but not limited to the research
and development of technological advancement in the automotive
industry, reviewing and making reforms on its on-going projects,
exploring, expanding or reinforcing the cooperation and
collaboration with its business alliances and/or potential business
partners. The Company is confident that the Group will gradually
catch up as the global economy recovers from the pandemic in
2022, and will strive to achieve the next success milestone in the
automotive industry.

Development of battery technology

The high voltage battery pack technology developed by the Group
utilizes one common battery cell and module within the pack
for all vehicles. The battery’s charging control system has been
developed to intelligently allow the battery to charge in both AC
(alternative current) and DC (direct current) fast charging modes,
while a highly efficient low emission turbo charged 2 cylinder
engine is used as the power source to charge the battery and
extend the range of the vehicle.

Applicability of the battery packs in vehicle design

On top of the fast charging and range extension capabilities,
each of the Group's battery packs is configurable into a wide
variety of shapes and sizes to efficiently fill available space while
not constraining the overall dimensions that are critical to the
unique styling and comfort of other models, which may allow the
vehicle model to be offered to have a unique exterior and interior
design as a result of the comparatively flexible size of the battery
pack. The Group continues to source, identify and secure quality
manufacturers and/or suppliers with high-level engineering and/
or manufacturing capacities from worldwide for the Group’s
automotive innovations and products.
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Continuous development of high-tech electric motor
vehicles

As regards the high-tech electric motor vehicles business,
the Group believes that the demand for high-tech, clean and
sustainable transportation will continue to grow under the global
trend of urbanization and proactive imposition of environmental
regulation. The comparatively flexible size of the Group's battery
pack allows the vehicle model to be offered in the Group's
product portfolio to have a unique exterior and interior design.

The Group continues to source, identify and secure quality
manufacturers and/or suppliers with high-level engineering and/
or manufacturing capacities from worldwide for the Group's
automotive innovations and products. The Group has also been
seeking collaboration opportunities with potential business
partners to continue to develop our electric vehicles.

FINANCIAL REVIEW

The Group's revenue and gross profit for the Year amounted to
approximately HK$2.6 million (2020: HK$21.8 million) and HK$1.0
million (2020: HK$0.18 million). The Group's revenue and gross
profit for the Year was primarily derived from and attributable to
the sales and service income of advanced battery management
systems and spare parts. The loss attributable to shareholders
for the Year amounted to approximately HK$55.3 million (2020:
HK$100.8 million). The loss for the Year was mainly attributable to
(i) the administrative expenses of approximately HK$46.1 million;
and (i) the share of loss of associates of approximately HK$7.1
million.

The administrative expenses for the Year decreased to
approximately HK$46.1 million (2020: HK$89.0 million) which
was mainly attributed to net of (i) the decrease in research and
development expenses for the Year and (ii) the decrease in
employee benefit expenses (including wages and salaries, pension
costs and other benefits) from approximately HK$26.0 million for
the year ended 31 December 2020 to HK$19.3 million for the
Year.
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The prolonged COVID-19 pandemic situation has significantly
hindered the business development of the Group. In addition,
the Group has experienced unprecedented difficulties in raising
capital for its business development as potential investors are more
cautions during the pandemic. As such, business development
had remained stagnant during the Year and there was no
significant increase in the revenue and gross profit, or the financial
performance, of the Group for the Year.

PROSPECTS

The Company has a long-term commitment to the global
automobile industry, which is constantly evolving.

Since the outbreak of COVID-19 at the end of December 2019,
the pandemic has been menacing and impacted on the global
business environment. No industry player in the auto industry was
immune to the effects of COVID-19.

Despite the uncertainties on the global economic prospect as a
result of the prolonged pandemic, the Group remains confident
in the automobile market, especially in the PRC as it is the world's
largest automobile market. In addition, given the PRC government
is keen on combating air pollution, narrowing the competitive
gap between the global rivals and its domestic automakers, we
believe that the development of new energy vehicles and its
related products and advanced battery technology will continue
to be a focus of global and domestic interest and a major trend in
improving air pollution and enhancing economic sustainability.

The Group has continued to work closely with its partners in
relation to the application of its advanced battery technology.
Leveraging on the Group’s expertise in advanced battery
technology, the Group has explored collaboration opportunities
in the application of its advanced battery technology by providing
technical configuration advice, material specification and
optimisation process service in advanced batteries materials to be
produced by its partners. The Board is of the view that the Group's
expertise in the advanced battery technology may continue to
drive the Group’s business and generate new stream of revenue
for the Group.
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In March 2022, the Company entered into a memorandum of
understanding with an independent third party for a potential
investment in a well-established automobile company in the PRC.
Together with its product range and production capacity and
the Company’s expertise in advanced battery technology, the
Company considers the synergy effect arising from the investment,
if materialised, is expected to enhance the competitiveness
and profitability of the Group. Please refer to the Company's
announcement dated 24 March 2022 for further information of
the potential investment.

The Group will continue to seek opportunities for strategic
investment, cooperation and/or collaboration with renowned
organizations, institutions, experts and/or other strategic alliances
with a view to exploring ways to strengthen the Group’s supply
chains, enhance its production capacity and operational flexibility
and widen its expertise in such areas which are considered to
be beneficial to the sustainable development, expansion and
diversification of the Group’s businesses.

Further, in response to the ongoing nature of the COVID-19
pandemic and other challenges, the Company will embrace agility
in adapting its business strategies to the changing market and
customer needs to maximize or safeguard the overall interests of
the Company and its shareholders.

OTHER INFORMATION

(1) Update on the legal proceedings against members

of the Group

(1) Legal dispute with XALT
As regards the attempts of the Group to settle the
dispute and the subsequent civil lawsuit against the
Company and one of its wholly-owned subsidiaries,
Billion Energy Holdings Limited (“Billion Energy”),
initiated in 2017 by Townsend Ventures LLC, XALT
Energy LLC and XALT Energy MI, LLC (collectively,
“XALT"), which centered on the supply agreement
dated 25 March 2015 entered into between Billion
Energy and XALT Energy MI, LLC for the supply
of battery cells (as disclosed and referred to in the
2020 annual report of the Company), the Company
has continued to seek legal advice to prepare for
the initiation of the arbitration proceedings while
exploring possible mediation with XALT.
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The preparation of the arbitration process and the
possible mediation, however, had not shown much
progress during the Year primarily due to (i) a change
in shareholding structure and management of XALT
which had hindered the progress of communication
and negotiations; and (ii) the prevalence of the
COVID-19 pandemic, which had undermined the
capacity of the legal systems and delayed the progress
of work for the preparation of the application for
arbitral proceedings. Further, since the COVID-19 had
unleashed an unprecedented crisis globally during the
Year, the Board considered it appropriate to accord
priority to the preservation and enhancement of the
financial strength and other resources of the Group,
and only to pursue litigation or arbitral proceedings as
a last resort.

While it is not entirely within the control of the
Company as to whether or when the legal dispute
or civil lawsuit will be resolved or concluded, the
Group will continue to make efforts to, among other
things, proactively approach the new management
of XALT to re-activate the negotiations so as to seek
a mutually acceptable solution to resolve the dispute
and the lawsuit amicably and more expeditiously, seek
professional advice on the Group's strategies over the
resolution of the dispute (including the appropriate
timing for initiation of the arbitration process or taking
other alternative actions) and of the Group’s position,
as well as the legal recourse over the recovery of the
prepayment previously made by the Group to XALT
pursuant to the terms of the supply agreement to
safeguard the interests of the Group.

The Company will make further announcement(s)
to keep its shareholders informed of any material
development as and when appropriate.

Impact of the COVID-19 pandemic

The Company has been constantly assessing the implications
of the COVID-19 pandemic to the business in which the
Group operates from time to time. Depending on the
duration of the COVID-19 pandemic and the extent of its
continued negative impact on the socio-economic activity,
the Group might experience further negative results, liquidity
restraints and impairment of its assets. As the challenges are
unprecedented, the exact impact of the COVID-19 pandemic
in 2022 cannot be predicted with certainty.

()
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RESUMPTION PROGRESS

References are made to (i) the Company’s announcement dated
1 April 2021 in relation to the suspension of trading in the Shares
on the Stock Exchange, (i) the Company’s announcement dated
22 June 2021 in relation to the guidance (the “Resumption
Guidance”) laid down by the Stock Exchange for the resumption
of trading in the Shares (the “Resumption”) and (iii) the
Company’s announcements dated 30 June 2021, 30 September
2021, 31 December 2021 and 31 March 2022 in relation to the
quarterly updates on the Company’s progress of Resumption.

As stated in the Resumption Guidance laid down by the Stock
Exchange, the Company is to (a) address the issues giving rise
to the disclaimer of opinion (the "Disclaimer of Opinion”)
by the Company’s auditor, ZHONGHUI ANDA CPA Limited, on
the consolidated financial statements of the Group for the year
ended 31 December 2020 (which remained subsisting during the
Year and as at the date of this report), provide comfort that the
Disclaimer of Opinion in respect of such issues would no longer
be required and disclose sufficient information to enable investors
to make an informed assessment of its financial positions as
required under Rule 13.50A of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”); (b) demonstrate the Company’s compliance
with Rule 13.24 of the Listing Rules; and (c) inform the market
of all material information for the Company’s shareholders and
investors to appraise the Company’s position. As indicated by the
Stock Exchange, the Company must remedy the issue(s) causing its
trading suspension and fully comply with the Listing Rules to the
satisfaction of the Stock Exchange before trading in its securities is
allowed to resume. For this purpose, the Company has the primary
responsibility to devise its action plan for resumption. The Stock
Exchange may modify or supplement the Resumption Guidance if
the Company'’s situation changes.

In addition, the Stock Exchange has set out further guidance
relating to Rule 6.01A of the Listing Rules which states that the
Stock Exchange may cancel the listing of any securities that have
been suspended from trading for a continuous period of 18
months. In the case of the Company, the 18-month period under
Rule 6.01A(1) expires on 30 September 2022. If the Company fails
to remedy the issues causing its trading suspension, fully comply
with the Listing Rules to the Stock Exchange’s satisfaction and
resume trading in its shares by 30 September 2022, the Listing
Division will recommend the Listing Committee to proceed with
the cancellation of the Company’s listing. Under Rules 6.01 and
6.10 of the Listing Rules, the Stock Exchange also has the right to
impose a shorter remedial period, where appropriate.
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Since the suspension of trading in the Shares, the Company
has been actively identifying potential business opportunities
for strategic investment, cooperation and/or collaboration with
renowned organisations, institutions, experts and/or other
strategic alliances with a view to exploring ways to strengthen
the Group’s supply chains, enhance its production capacity
and operational flexibility and widen its expertise in such areas
which are considered beneficial to the sustainable development,
expansion and diversification of the Group’s business. Please refer
to the potential investment of the Company in a well-established
automobile company in the PRC as disclosed in the Company’s
announcement dated 24 March 2022. The Company has also
been taking steps to explore and formulate viable solutions to
address the Stock Exchange’s concerns and fulfil the requirements
of the Stock Exchange under the Resumption Guidance.

The Company will keep its shareholders and potential investors
updated of the development of its business operations, its
Resumption plan(s) and expected timetable, the progress
of implementing the Resumption plan(s) (and any material
changes thereof) as well as any other relevant matters as and
when appropriate in accordance with the Listing Rules and the
requirements of the Stock Exchange.

CONTINUED SUSPENSION OF TRADING

Trading in the shares of the Company on the Stock Exchange will
remain suspended until further notice.

Shareholders and potential investors of the Company should
exercise caution when dealing in the securities of the Company.

MATERIAL ACQUISITION OR DISPOSAL

The Group did not have material acquisition or disposal of assets
during the Year and any future plans for material investment or
capital assets.

FUND RAISING ACTIVITIES DURING THE YEAR

During the Year, the Company had not undertaken any fund
raising activity.

Directors’ Report
EETHRS

BRMNEEEBLUR  ZEE—ERIBEIE
ML ERE R BERE NE MR
BRETHEMERE - SER/ NBIEZE
fﬁ% MBS BB s b A EE 2 HIE

SIRFERE R E M W E R
E%%K%H%%T%E%% BRKMZIT
{EBEMZEBE HNARABHEAZE "
EZRZ+UAZAMAE F2EAAA
B HPE—EHNLSEARNBERE &
NEN—BEEREERE LU E R LS E /T 1T
FREBRIEM T 2 BE BT R PT1E R
5512 EKe

AR R B E R R ZIR LR AR
FizEZERFERERRREEREERM
HEBEBEL R BT EIRFARRFEX
WiTERIZER REERAEEET) -
UREREMBMEEZ RHER -

WEEFEE

AATBRRBRET RGBS B
BiT@EMNALE-

NCIE:S

SR RS-
EXWABLE

FEERAFETEEREEWBRLE
TEERARREARENELEE S -

FRZETEH

RAFE > ARBELEETEMNEEET -

EEEEBRAR —2-—FFR

19



20

Directors’ Report
EETHS

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

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

LIQUIDITY AND FINANCIAL RESOURCES,
CAPITAL STRUCTURE AND TREASURY POLICY

As at 31 December 2021, the total equity of the Group amounted
to approximately HK$465.0 million (31 December 2020:
HK$507.8 million).

The gearing ratio of the Group as at 31 December 2021 measured
in terms of total liabilities divided by shareholders’ equity was
approximately 45.1% (31 December 2020: 39.94%).

As at 31 December 2021, the net current assets of the Group
were approximately HK$283.2 million (31 December 2020:
HK$316.9 million). The cash and cash equivalents amounted
to HK$16.4 million (31 December 2020: HK$35.4 million). The
Group has an outstanding shareholder’s loan of HK$114.5 million
(31 December 2020: HK$98.8 million), which is unsecured,
interest-free and repayable on demand.

The Group adopts a conservative and balanced treasury policy in
cash and financial management. The Group’s cash is generally
placed as deposits mostly denominated in Hong Kong dollars,
United States dollars or Renminbi. To manage liquidity risk,
the Group regularly reviews liquidity position to ensure that
the liquidity structure of the Group’s assets, liabilities and
commitments can meet its funding requirements.

PLEDGE OF THE GROUP’S ASSETS

As at 31 December 2021, none of the assets of the Group had
been pledged (31 December 2020: Nil) to the Group's bankers
to secure general banking facilities granted to the Group or
otherwise.

EXPOSURE TO FLUCTUATIONS IN EXCHANGE
RATES AND ANY RELATED HEDGES

During the Year, almost all of the income and expenditure of the
Group were denominated in Renminbi, Hong Kong dollar and/
or United States dollar. The Group had no significant exposure to
foreign exchange fluctuations and, therefore, had not taken any
financial instruments for hedging purpose.
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HUMAN RESOURCES AND REMUNERATION
POLICIES

The Group had a total of approximately 60 employees as at
31 December 2021 (31 December 2020: 60 employees). It has
been the Group's policy to ensure that the remuneration levels
of the Directors and its employees are reviewed and rewarded
on a performance-related basis within the general framework of
the Group's salary and bonus system. Share options may also be
granted to the Directors and employees of the Group to attract,
retain and incentivise them to work and make contribution
towards the long term growth and development of the Group.

SIGNIFICANT INVESTMENTS

Details of significant investments held by the Group during the
Year are set out in notes 18 and 19 to the consolidated financial
statements.

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief and exemption
available to the shareholders of the Company by reason of their
holding of the Company's securities.

REVIEW OF FINANCIAL STATEMENTS

The audit committee of the Company (the “Audit Committee”)
had reviewed and discussed with the management of the
Company regarding the audited consolidated financial statements
of the Group for the Year.

DISCLAIMER OF OPINION BY THE AUDITOR

Views of the Audit Committee and the Board
on the disclaimer of opinion of the Auditor

The Audit Committee and the Board consider that the Company
have provided all available audit evidence to the Auditor and,
except for the uncertainty or possible effect of the matters leading
to the Auditor’s Disclaimer of Opinion, the consolidated financial
statements of the Group for the Year give a true and fair view
of the performance and financial position of the Group as at 31
December 2021.
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The Audit Committee and the Board, after discussion with
the Auditor on its basis of the Disclaimer of Opinion, have the
following views:

1.  Material uncertainty related to going concern

Background

The Group incurred a loss of HK$55.3 million and operating
cash outflow of HK$22.7 million for the Year. These
conditions indicate the existence of a material uncertainty
which may cast significant doubt on the Group’s ability to
continue as a going concern.

The consolidated financial statements of the Group for the
Year, as disclosed in note 2 thereto, were prepared on a
going concern basis, the validity of which depends upon,
among other matters, (i) the continuing financial support of
the major shareholder of the Company, Dr Yeung Yung, (the
“Major Shareholder”) and (ii) the ability of the Company
to successfully raise funds for the Group at a level sufficient
to finance the working capital requirements of the Group.

Continuing financial support from the Major
Shareholder

The Audit Committee and the Board have confidence in the
Major Shareholder’s continued commitment and support
towards the Group as had been demonstrated in the past,
and believe that the Major Shareholder is ready, willing and
able to offer such other assistance (financial or otherwise) to
the Group to enhance its financial flexibility and capability as
and when the circumstances arise.
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In order to assess the financial ability of the Major
Shareholder and the validity of the financial support from
the Major Shareholder, the evidence and supporting
documents requested by the Auditor included but not
limited to proof of funds of the Major Shareholder for
demonstrating that the Major Shareholder has the financial
ability to provide support to the Company.

Other fundraising opportunities

Further, the Board has been proactively exploring (i) all
possible financial alternatives (including but not limited to
equity financing, debt financing, rights issue, open offer or
bank borrowings); (i) collaborations with potential business
partners and investors to develop the business of the Group.
These collaborations may take the form of joint venture(s)
or other forms of alliance with potential business partners
and investors to invest in, develop or diversify the businesses
of the Group in which (a) the Group may contribute its
expertise and intangible assets (such as intellectual property
rights owned by the Group) and (b) the potential business
partners or investors may inject working capital to allow
each party to fully leverage on each other’s capabilities.

The Board’s and the Audit Committee’s views on the
material uncertainty related to going concern

Taking into account of the above, the Audit Committee
agreed with the management’s view that the Group will
have sufficient working capital for the operation and
development of its business for at least twelve months from
the end of the reporting period of the Year. As such, the
Audit Committee agreed with the management’s view that
the consolidated financial statements of the Group for the
Year were prepared on a going concern basis.

With the continued support from the Major Shareholder,
together with the unwavering efforts and commitment
of the Company’'s management in seeking potential
collaborations and investment opportunities for the
Group with a view to improving the liquidity, operation
and performance of the Group in the long run, the Audit
Committee and the Board believe that the Company will
manage to have sufficient working capital for the operation
and development of the Group's business so that the
disclaimer of opinion in relation to the material uncertainty
will not be carried forward to the Group’s financial
statements for the year ending 31 December 2022.
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2.

The Audit Committee considered that the material
uncertainties related to going concern will not be carried
forward to the Group's financial statements for the
year ending 31 December 2022 based on (a) the Major
Shareholder had in the past demonstrated its continued
commitment and support towards the Group; and (b) the
Company continued to explore fund raising opportunities
and collaborations with potential business partners and
investors.

Share of loss of associates and investment in
associates

Background

The Company's investment in associates mainly represented
the Company’s (i) 16.7% equity interest in Shenzhen
SUSTC Fuel Cell Company Limited; and (ii) 18% equity
interest in Ningbo Joint Venture, the carrying amount of
which amounted to approximately HK$167.2 million and
HK$167.6 million as at 31 December 2021 and 2020
respectively. The net assets of Ningbo Joint Venture were
approximately HK$927.9 million as at 31 December 2021.

Reference is made to the announcements of the Company
dated 14 March 2017 and 28 July 2017. Ningbo Joint
Venture was established pursuant to a joint venture
agreement dated 10 March 2017 (as supplemented) entered
into among the Group with Beijing WKW Automotive Parts
Co., Ltd and It EEEEIEBRAB (Beijing Zhi Yun
Asset Management Limited*). The Group has contributed
RMB360 million for 18% of the equity interest in Ningbo
Joint Venture.

Ningbo Joint Venture is principally engaged in the research
and development production and sales of batteries in
the manufacturing aspect of key new energy automobile
components and related products and materials.

Given Ningbo Joint Venture is only an associate of the
Company with 18% of its equity interest and coupled with
the travelling limitations under the impact of COVID-19, the
Company had difficulties in requesting for detailed business
plans and financial forecast of Ningbo Joint Venture.

* For identification purpose only
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Reason leading to the disclaimer of opinion in relation
to share of loss of associates and investment in
associates

The Audit Committee and the Board understood that the
Auditor’s disclaimer of opinion was based on insufficient
audit evidence to ascertain the recoverability of the
investment in associates due to limited operations of
Ningbo Joint Venture and limited financial and corporate
information provided by the management of Ningbo Joint
Venture given the insignificant interest held by the Company
in Ningbo Joint Venture.

The Board’s and the Audit Committee’s views on the
Auditor’s disclaimer of opinion in relation to the share
of loss of associates and investment in associates

The Company has been contemplating the disposal to an
independent third party of the Group’s interest in Ningbo
Joint Venture (the “Potential Disposal”). The consideration
for the Potential Disposal is RMB360 million, representing
the total sum of capital contribution made by the Group in
Ningbo Joint Venture. Save for the capital contribution of
RMB360 million, the Group did not have any commitment
or financing provided to Ningbo Joint Venture as at 31
December 2021. Up to the date hereof, the Potential
Disposal is still under negotiation.

Taking into account of the above, in the event the Potential
Disposal materialised, the Group might be able to recover
its investment in Ningbo Joint Venture and the Group would
cease to hold any equity interest in Ningbo Joint Venture.

Based on the above, the Board and the Audit Committee
are of the views that the disclaimer of opinion in relation
to share of loss of associates and investment in associates
will not be carried forward to the year ending 31 December
2022.

Equity investments at fair value through other
comprehensive income

Background of the Meilai Investment

The equity investments at fair value through other
comprehensive income of the Group as at 31 December
2021 represented the investment of the Group in the Meilai
Group.
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Reference is made to the announcement of the Company
dated 4 September 2020 (the “Meilai Announcement”) in
relation to the subscription of 5% of the equity interest in
the Meilai Group by the Group (the “Meilai Investment”).
On 27 May 2016, the Group and another investor, X & &
# (%) #RED D (BREH) ("Tianfeng Investment”)
entered into a subscription agreement (the “Subscription
Agreement”) with the then shareholders of the Meilai
Group, pursuant to which the Group agreed to make the
Meilai Investment at a consideration of RMB60 million (the
“Subscription”).

The Meilai Group is principally engaged in timber and wood
processing industries in the PRC.

The carrying amount of equity interest in the Meilai
Investment was approximately HK$15.4 million as at 31
December 2021 (31 December 2020: HK$15.0 million).

Profit Guarantee and Compensation Payable

Pursuant to the Subscription Agreement, certain then
shareholders of the Meilai Group (the “Guarantors”)
covenanted and guaranteed to the Group that the
accumulated audited consolidated net profit should not
be less than RMB920 million for the three years ended 31
December 2018 (the "“Profit Guarantee”). In the event
the Profit Guarantee is not fulfilled, the Guarantors shall
compensate the Group on a dollar-for-dollar basis (the
“Compensation Payable”) based on the formula as
disclosed in the Meilai Announcement. Based on the local
audit reports, the actual accumulated audited consolidated
net loss after taxation of the Meilai Group attributable to
its shareholders for the three years ended 31 December
2018 was approximately RMB54.4 million. Accordingly, the
Compensation Payable by the Guarantors to the Group
amounted to approximately RMB63,546,000 (equivalent to
approximately HK$71.0 million). The Compensation Payable
was recognised as derivative financial instrument for FY2018
and reclassified to other receivables for FY2019 under the
consolidated financial statements of the Company. As at
31 December 2020 and 2021, the Compensation Payable
amounted to approximately HK$75.7 million and HK$77.8
million respectively.
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Arbitration

On 29 September 2020, the Group applied to China
International Economic and Trade Arbitration Commission
(the "Arbitration Commission”) to initiate an arbitration
proceeding against the Guarantors in relation to the
Compensation Payable and the return of investment cost in
Meilai Group with interests (the “Arbitration”). The case
was accepted by the Arbitration Commission and the first
and second sessions of hearing were held on 29 December
2020 and 24 March 2021 respectively.

On 2 July 2021, the Arbitration Commission handed down
the award in relation to the Arbitration (the “Arbitration
Award"”), pursuant to which the Guarantors shall, within
30 days of the Arbitration Award, pay the Group RMB60.0
million together with interest at a rate of 12% per annum
amounting to no less than approximately RMB33.0 million
for buying back the Group’s 5% equity interest in the Meilai
Group.

As the Guarantors had yet to fulfill the Arbitration Award by
the Arbitration Commission, the Group had in March 2022
applied to the competent authority for an execution order
against the Guarantors to enforce the Arbitration Award.

Reason leading to the disclaimer of opinion in
relation to the Compensation Payable and the Meilai
Investment

Due to the ongoing dispute and the outcome of the
Arbitration, the Meilai Group had not been cooperative
and the Group could not obtain the latest consolidated
management accounts for the years ended 31 December
2020 and 2021. The Group could only rely on the
consolidated management accounts of the Meilai Group
for the year ended 31 December 2019 with management
adjustments and could not provide sufficient information to
the independent valuer for the valuation of the Meilai Group
and the Compensation Payable.

Given (i) the difficulty in obtaining the audited financial
statement of the Meilai Group for the year ended 31
December 2021; and (i) the Guarantors were yet to fulfill
the Arbitration Award, the Auditor could not obtain
sufficient audit evidence to verify the management accounts
of the Meilai Group and was therefore unable to satisfy
itself on the fair value of the Meilai Investment and the
recoverability of the Compensation Payable.
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The Board’s and the Audit Committee’s views on the
recoverability of the Compensation Payable and the
Meilai Investment

In assessing the recoverability of the Compensation Payable,
the Board and the Audit Committee are of the views that
the Compensation Payable and the Meilai Investment could
be recovered in the event the Arbitration Award is fulfilled
by the Guarantors voluntarily or through enforcement or
other orders applied or to be applied by the Group.

The Board and Audit Committee understood that the
Auditor had indicated that the grant of the Arbitration
Award might only serve as a reference but could not be
taken as substantial audit evidence as to the recoverability of
the Compensation Payable because the Guarantors have yet
to fulfill the Arbitration Award.

In the event the Arbitration Award was ultimately complied
with by the Guarantors, the Group would then be able
to recover the Compensation Payable and the Meilai
Investment. Based on the above, the Board and the Audit
Committee are of the views that the disclaimer of opinion in
relation to the equity investments at fair value through other
comprehensive income will not be carried forward to the
year ending 31 December 2022.

Intangible assets

Background of the intangible assets

Reference is made to (i) the announcement of the Company
dated 5 December 2016 in relation to the establishment of
Anhui Tiankang HK New Energy Technology Co., Ltd (the
"EJV"); and (i) the announcement of the Company dated
18 October 2018 in relation to the voluntary dissolution of
the EJV, an associate of the Company (the “Dissolution”).

The registered capital of the EJV contributed by the Group
was satisfied by certain technical know-how owned by the
Group in relation to the battery technology of LTO (lithium
titanate) cell (the “Intangible Assets”), while the joint
venture partner contributed its registered capital by the
transfer of assets including, but not limited to, land use
right, plant and equipment. Upon establishment of the EJV,
the Group accounted for the EJV as an associate of the
Company under equity method and recognised its share of
net assets in the EJV.
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Upon completion of the Dissolution during the year ended
31 December 2018, the Group had withdrawn such
technical know-how from the EJV and recognized the fair
value of its technical know-how previously contributed to
the EJV of HK$62.6 million as intangible assets, which was
based on the valuation performed by an independent valuer
as at the date of withdrawal of the Intangible Assets.

The fair value of the Intangible Assets was measured with
reference to the value in use of the CGU (cash-generating
unit) which was derived by the cash flow projections of the
CGU prepared by the management, and one of the key
assumptions of the projection is the Group would be able to
obtain additional working capital required for the CGU.

During the year ended 31 December 2019 and for the sake
of prudence, the Company provided impairment in full on
the Intangible Assets.

Reason leading to the disclaimer of opinion in relation
to the Intangible Assets

As one of the key assumptions of the cash flow projection
of the CGU used for the measurement of the fair value
of the Intangible Assets as disclosed above is yet to be
substantiated to the satisfaction of the Auditor, the Auditor
was unable to satisfy itself as to the carrying amount of the
Intangible Assets as at 31 December 2020 and 2021.

The Board’s and the Audit Committee’s views on
the Auditor’s disclaimer of opinion in relation to the
Intangible Assets

The Board is of the view that, for prudence’s sake, a
provision for impairment should continue to be provided for
in full on the Intangible Assets. The Audit Committee agreed
with the position of the Board concerning major judgmental
areas in respect of the carrying amount of the Intangible
Assets.

As disclosed above, the Board and the Audit Committee are
of the views that the Group will manage to have sufficient
working capital for the operation and development of its
business and the Intangible Assets may generate positive
cashflow to the Company in the future. Based on the above,
the Board and the Audit Committee are of the views that
the disclaimer of opinion in relation to the Intangible Assets
will not be carried forward to the year ending 31 December
2022.
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Other receivables

The balance represented (i) value-added tax (“VAT")
receivables which were generated during the daily operation
and ordinary course of business of the Group's subsidiaries
in the PRC; and (ii) other receivables due from third parties
which were overdue for more than a year (the “Overdue
Receivables”).

Background of the VAT receivables

VAT receivables shall be offset against any VAT payables
from VAT taxable income generated in the PRC. Since the
Group's subsidiaries in the PRC did not generate sufficient
VAT taxable income to offset the VAT payment during the
Year, the Company provided impairment in full on the VAT
receivables of approximately HK$4.0 million for prudence’s
sake during the years ended 31 December 2020 and 2021.

Reason leading to the disclaimer of opinion in relation
to the VAT receivables

Due to the factors concerning the material uncertainty
about the Group’s ability to continue as a going concern as
detailed above, the Auditor was unable to satisfy itself that
the Group will or will not generate sufficient VAT taxable
income in the PRC and respective VAT payables to offset
such VAT receivables.

The Board’s and the Audit Committee’s views on the
Auditor’s disclaimer of opinion in relation to the VAT
receivables

The Board is of the view that, for prudence’s sake, a
provision for impairment should be provided in full on the
VAT receivables. The Audit Committee agreed with the
position of the Board concerning major judgmental areas in
respect of the carrying amount and impairment loss of the
VAT receivables.

As disclosed above, the Board and the Audit Committee are
of the views that the Group will manage to have sufficient
working capital for the operation and development of its
business and the Intangible Assets may generate positive
cashflow to the Company in the future. The Group may
generate sufficient VAT taxable income to offset the VAT
receivables in the future. Based on the above, the Board and
the Audit Committee are of the views that the disclaimer of
opinion in relation to the VAT receivables will not be carried
forward to the year ending 31 December 2022.
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Background of the Overdue Receivables

The Overdue Receivables included (i) the consideration
receivable from the purchaser (the “Purchaser”) of
the disposal of equity interest of an investment in joint
venture (the “Consideration Receivable”) amounted
to approximately HK$24.5 million; (ii) prepayments
made to various vendors during the daily operation
and ordinary course of business (the “Prepayment to
Vendors”) amounted to approximately HK$12.1 million
and (iii) downpayments made to third parties for business
development (the “Down Payments”) amounted to
approximately HK$2.4 million.

Reason leading to the disclaimer of opinion in relation
to the Overdue Receivables

As the Overdue Receivables remained outstanding and
there is limited information on the financial capability
of the vendors and the Purchaser, the Auditor could not
satisfy itself in relation to the recoverability of the Overdue
Receivables.

The Board’s and the Audit Committee’s views on
the Auditor’s disclaimer of opinion in relation to the
Overdue Receivables

The Company has continued to maintain business
relationship with the Purchaser. There is no indication the
Purchaser will not settle the Consideration Receivable and
the Company is not aware that the Purchaser is experiencing
any financial difficulties. Given the Company’s business
relationship with the Purchaser and the relatively cautious
business environment in the PRC due to the lingering
impact of COVID-19, the Board and the Audit Committee
considered it prudent and expedient to continue to request
the Purchaser to settle the Consideration Receivable through
negotiations so that the disclaimer of opinion in relation to
the Consideration Receivable will not be carried forward
to the Group's financial statements for the year ending 31
December 2022.

Also, the Board and the Audit Committee are of the views
that, the Prepayment to Vendors and the Down Payments
made to certain vendors and third parties will be utilised
by the Company for business development and ordinary
business operation, so that the disclaimer of opinion in
relation to the Overdue Receivables will not be carried
forward to the Group's financial statements for the year
ending 31 December 2022.
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6.

Disposal of subsidiaries

Background

The Company entered into a number of sale and purchase
agreements with third parties to dispose of its investments in
several subsidiaries of the Company in the United States (the
“US Subsidiaries”) (the "Disposal”) for the years ended
31 December 2020 and 2021. The Group recorded a loss
on disposal of the US Subsidiaries of approximately HK$0.1
million and HK$3.9 million for the years ended 31 December
2020 and 2021, respectively. The details of the Disposal are
set out in note 34 to the consolidated financial statements.

Due to the hindrance of the COVID-19 pandemic and the
subsequent omicron variant wave in the United States
during the Year, the registration and filing process of the
Disposal with the relevant authority had been inevitably
delayed and is yet to be completed. Nevertheless, as
such registration and filing process is only procedural, the
Company recorded the Disposal for the years ended 31
December 2020 and 2021, and the financial results of
the US Subsidiaries were no longer consolidated into the
consolidated financial statements of the Company.

Reason leading to the disclaimer of opinion in relation
to the Disposal

The Audit Committee and the Board understood that the
Auditor’s disclaimer of opinion was based on insufficient
audit evidence to ascertain the completion of the Disposal as
the legal formalities of the Disposal are yet to be completed.
As such, the Auditor was unable to satisfy itself in relation to
the accuracy of the disclosure in relation to the Disposal.
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The Board’s and the Audit Committee’s views on
the Auditor’s disclaimer of opinion in relation to the
Disposal

The Board and the Audit Committee consider that the
completion of the relevant registration and filing process
in respect of the Disposal with the authorities is only
procedural, and it is not envisaged that any impediment
will arise after the pandemic is relieved, The Disposal
should therefore, for prudence’s sake, be recorded and the
financial results of the US Subsidiaries should no longer
be consolidated into the consolidated financial statements
of the Company. Upon the completion of remaining
legal formalities of the Disposal, the Board and the Audit
Committee are of the views that the disclaimer of opinion
in relation to the Disposal will not be carried forward to the
year ending 31 December 2022.

Prepayment to a supplier

Background

The prepayment to a supplier (the “Prepayment”), which
was made to XALT pursuant to certain supply agreement
and was the core of a lawsuit commenced by XALT as
disclosed in “Other Information — Update on the legal
proceedings against members of the Group " herein.
The Prepayment was recorded as trade and other receivables
in the consolidated financial statements of the Company for
the Year.

The Company originally intended to consider commencing
arbitration proceedings against XALT and had engaged
legal counsel in this regard. However, during the Year, the
COVID-19 pandemic had continued to prevail, which had
triggered multiple impacts, not only on the economy but
also resulted in significant challenges for the legal systems,
including both litigation and arbitration proceedings.
Mandatory social isolation measures, limited resources
and improvised solutions have undermined the capacity to
maintain normal levels of access to legal services during
the COVID-19 pandemic. The progress of work for the
preparation of the application for arbitral proceedings had
been delayed.
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More importantly, the COVID-19 pandemic has put
tremendous pressure on corporations and businesses
worldwide to look for ways to prioritize the preservation
and enhancement of financial strength and other resources
against the unprecedented challenges posed by the
pandemic during the years ended 31 December 2020
and 2021. The Company is no exception. Under the
extraordinary situation, the Company considered it prudent
and expedient to seek mitigation (through making efforts to
try to re-open negotiations with the management of XALT
(although the progress had been intermittently disrupted
due to a change in shareholding structure and management
of XALT and the change in the principal officer of the Group
in charge of the negotiations), and only to pursue litigation
or arbitral proceedings as a last resort.

Reason leading to the disclaimer of opinion in relation
to the Prepayment

The Company had provided all available evidence to the
Auditor of the Group’s making of the Prepayment to, and its
receipt by, the recipient suppliers (whom and whose related
parties are involved in the lawsuit with XALT). Given the
recoverability of the Prepayment is subject to the outcome
of any negotiations or arbitration or other legal remedies
available which are yet to materialise, the Auditor was yet to
be satisfied on the recoverability of the Prepayment.

The Board’s and the Audit Committee’s views on
the Auditor’s disclaimer of opinion in relation to the
Prepayment

The Board and the Audit Committee considered that (i) the
stay of commencing any legal proceedings did not and does
not have any material impact on the business operations
of the Group; (i) it is understandable, from the Auditor’s
audit perspective, that it is premature to evaluate whether
any portion of the Prepayment to XALT is recoverable and
recordation of the Prepayment in the consolidated financial
statements for the Year was fairly stated and there are
no present contingent liabilities to be recognized for the
lawsuit.
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The Company will continue to make efforts to gather further
evidence that may possibly assist the Auditor in making the
necessary assessment for the purposes of the audit. With
a view to resolving the dispute with XALT and ultimately
removing the audit issue over the Prepayment, the Company
has designated new responsible officer(s) to follow up
the negotiations with the new management of XALT. At
the same time, the Company will continue to seek legal
and other professional advice as to whether it would be,
given the exceptional situation as a result of the COVID-19
pandemic, strategically appropriate or favourable for the
Company to adopt a more proactive approach to commence
the arbitration proceedings in Hong Kong or adopt any
other alternative approach in 2022 for the recovery of the
Prepayment, so that the disclaimer of opinion in relation to
the Prepayment will not be carried forward to the Group's
financial statements for the year ending 31 December 2022.
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FIVE-YEAR FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for
the past five financial years is set out in the annual report on page
156. The summary does not form part of the audited financial
statements.

COMPOSITION OF THE BOARD

The Directors during the Year and up to the date of this Directors’
report are:

Executive Directors:
Dr Yeung Yung (Chairman)
Mr Feng Rui (Chief Executive Officer)
Dr Wang Chuantao (Deputy Chairman)
(resigned on 1 May 2021)
Mr Liu Stephen Quan
Dr Zhu Shengliang
Mr Li Zhengshan
Mr Ting Kwok Kit, Johnny (retired on 30 June 2021)
Mr Chen Xiao

Non-executive Director:
Dr Xia Tingkang, Tim

Independent Non-Executive Directors:
Dr Zhu Guobin

Mr Cheng Tat Wa

Dr Li Jianyong

Mr Chan Sin Hang

Mr. Lee Cheung Yuet, Horace
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SUBSTANTIAL SHAREHOLDERS' INTERESTS IN
THE SHARE CAPITAL OF THE COMPANY

As at 31 December 2021, so far as is known to any director(s) or
chief executive of the Company, the following parties (other than
the directors or chief executive of the Company) were recorded
in the register kept by the Company under section 336 of the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) (the “SFO"), or as otherwise notified to the Company, as
being directly or indirectly interested or deemed to be interested in
5% or more of the issued share capital of the Company:
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MEBEZFRRSTHAERM TA AL (R
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5% EZ BETRARES R HRLE
BERRABREESRBERG (EFBE0%
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Number
Name Capacity/Nature of interest of Shares Percentage
%185 B s K& E Bt
(Note 4)
(My5E4)
Sun East LLC Beneficial owner (Note 1) 2,673,071,189 13.13%
Bm#EA A (isE1)
Yeung Yung Interest of controlled corporation (Note 2) 2,673,071,189 13.13%
g T rEER (EE2)
Beneficial owner (Note 3) 68,140,000 0.34%
Bm#EA A (fi5E3)
2,741,211,189 13.47%
Notes: Bd5E

1. Sun East LLC is owned as to 35% by Dr Yeung Yung (shared
commonly with his spouse under the laws of California, the US) and
65% by Mr Ma Manwai (alias Ma Manwai, Philip) and Mr Jimmy
Wang (alias Wang Jian) as co-trustees for certain trusts established
for the benefit of the children of Dr Yeung Yung on 30 December
2002. Dr Yeung Yung (as well as his spouse) was deemed to be
interested in these 2,673,071,189 Shares held by Sun East LLC
under Part XV of the SFO.

2. These 2,673,071,189 Shares are the same parcel of Shares held
by Sun East LLC in which Dr Yeung Yung (as well as his spouse) is
deemed interested under Part XV of the SFO.

3. These 68,140,000 Shares are directly held by Dr Yeung Yung, in
which his spouse is deemed interested under Part XV of the SFO.

4. The percentage of shareholding is calculated on the basis of
20,352,872,747 Shares in issue as at 31 December 2021 and does
not take into account any Shares which may fall to be allotted and
issued upon exercise of any subscription rights attaching to any
share options granted by the Company.

Save as disclosed above, no person, other than those Directors
whose interests are set out in the section “Directors’ and chief
executive’s interests and short positions” below, had registered an
interest or short positions in the share capital or underlying shares
of the Company that was required to be recorded under Section
336 of SFO.
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS

As at 31 December 2021, the interests and short positions of
the directors and the chief executive of the Company in the
shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV
of the SFO) as recorded in the register kept by the Company
pursuant to Section 352 of the SFO or as otherwise notified to
the Company and The Stock Exchange of Hong Kong Limited (the
"Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers set out in Appendix
10 to the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) were as follow:

(1) Long positions in the ordinary share (each a
“Share”) of HK$0.10 each in the Company

Name of Director Number of Shares

Capacity/Nature of interest

2& REITHABZE=K

AR —F+"H=+—H ARFTESE

RESTHAERAABRETAEH LR
(EERBHSRPEEASEXVE) 2 KRI17D
RPN ESTEERESSRBPER
1§IJ%3524IK$QﬂT%Z%%ﬂﬂﬁﬁﬁ%&fﬁz’E}i
BIREBESEBHERXZMARAE (TH3ZF)
Fx EmRA (T EHRHRA) Mex+Frsi tm™
BT ANETETESRSNEEFAST
HERAB MRz EmAoRABWT

(1) RAEREESREE0I10ETERR
(BH—kReR) 25a

Approximate
percentage of
shareholding

ESig RPHE &S #EnitE RREMAE L
(Note 1)
(FFzE1)
Yeung Yung 2,673,071,189 Interest of controlled corporation
{ngs (Note 2) SEEEEER
(FF5E2)
68,140,000 Beneficial owner
EEEEA
2,741,211,189 13.47%
(Note 3)
(PF5E3)
Liu Stephen Quan 281,760,000 Founder of trust
2R (Note 4) Interest of children under 18
(f=E4)  1EFLRIAA
KSR TR 2w
10,000,000 Beneficial owner
BHREEA
291,760,000 1.43%
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Name of Director

Number of Shares
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Capacity/Nature of interest

EETHRG

Approximate
percentage of
shareholding

EEng RHE B EnEkE IRIEMAE DL
(Note 1)
(FF=E1)

Zhu Shengliang 22,043,883 Beneficial owner 0.11%

KBR EEEBA

Li Zhengshan 26,270,000 Beneficial owner 0.13%

FEL BB

Chen Xiao 25,000,000 Beneficial owner 0.12%

= EEEAA

Cheng Tat Wa 1,300,000 Beneficial owner 0.006%

ulpen EEEEA

Chan Sin Hang 500,000 Beneficial owner 0.002%

REH

BB A

Notes:

M

The percentage of shareholding is calculated on the basis of
20,352,872,747 Shares in issue as at 31 December 2021 and
did not take into account any Shares which may fall to be
allotted and issued upon exercise of any subscription rights
attaching to any share options granted by the Company.

These Shares are held by Sun East LLC. Sun East LLC is a
limited liability company incorporated in California, the US,
which is owned as to (i) 35% by Dr Yeung Yung (shared
commonly with his spouse under the laws of California, the
US) and (i) 65% by Mr Ma Manwai (alias Ma Manwai, Philip)
and Mr Jimmy Wang (alias Wang Jian) as co-trustees for
certain trusts established for the benefit of the children of Dr
Yeung Yung on 30 December 2002. Dr Yeung Yung (as well
as his spouse) was deemed to be interested in the Shares held
by Sun East LLC by virtue of Part XV of the SFO.

The spouse of Dr Yeung Yung is deemed to be interested in
the Shares beneficially held by Dr Yeung Yung by virtue of
Part XV of the SFO.

These Shares were indirectly owned by certain trusts of which
Mr Liu Stephen Quan were the founder. The children of
Mr Liu were eligible beneficiaries of the trusts. Mr Liu was
deemed to be interested in these Shares by virtue of Part XV
of the SFO.
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(2) Interests in share options of the Company

() MEATEREZ Ex

Number of
underlying
Shares
subjectto  Approximate
outstanding  percentage of
Name of Director Date of grant Exercisable period Exercise price Options  shareholding
i# K17 HE
falate
FRiER2Z i 48]
EEftR et =k AT 1EE HERASE AL
(HK$) (Note)
(B70) (Fiz)
Feng Rui 6 September 2013 6 September 2013 to 0.108 10,000,000
Vet ZZ-ZFNARH 5 September 2023
“E-ZHAAKAE
“Z_=H%AARH
20 November 2014 20 November 2014 to 0.201 10,000,000
“E-ME+—BZFH 19 November 2024
—Z-NME+—AZ+HE
“EME+—A+H
20,000,000 0.10%
Liu Stephen Quan 6 September 2013 6 September 2013 to 0.108 10,000,000 0.05%
3R Z2—=FNAKH 5 September 2023
ZZ-ZFhAREE
“ET=FNAZRA
Zhu Shengliang 6 September 2013 6 September 2013 to 0.108 20,000,000
KBR ZZ—=FNhAKH 5 September 2023
S =V =
ZZT=FhAERH
20 November 2014 20 November 2014 to 0.201 20,000,000
“E-ME+—BZFH 19 November 2024
—Z-NE+—AZ+HE
“EME+—A+AH
40,000,000 0.20%
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Number of
underlying
Shares
subject to  Approximate
outstanding  percentage of
Name of Director Date of grant Exercisable period Exercise price Options  shareholding
e K17
falatg
FRisRZ gt 5]
Esn i =) AIfTEHAR fifEfE HEmkH¥E BALL
(HK$) (Note)
() (Rfz2)
Li Zhengshan 6 September 2013 6 September 2013 to 0.108 20,000,000
ZEW Z2—=FhAKH 5 September 2023
ZZ-=FHhARHEE
“2T=FAAEH
20 November 2014 20 November 2014 to 0.201 50,000,000
“Z-MmFEF+—BZ+H 19 November 2024
“E-PNUE+—AZ+AE
“ZTEF+—ATAH
70,000,000 0.34%
Chen Xiao 20 November 2014 20 November 2014 to 0.201 50,000,000 0.25%
3= ZZ-ME+—BZ+H 19 November 2024
“E-ME+-AZ+RE
“E_MFE+—A+AH
Xia Tingkang, Tim 6 September 2013 6 September 2013 to 0.108 10,000,000
EiERE “Z--FhANRH 5 September 2023
“E-=FAARHE
_B”_=FhPRH
20 November 2014 20 November 2014 to 0.201 10,000,000
ZZ-ME+—BZ+H 19 November 2024
“E-ME+-AZ+RE
“E_MFE+—A+AH
20,000,000 0.10%

EEEEBRAR —2-—FFR
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Number of
underlying
Shares
subject to  Approximate
outstanding percentage of
Name of Director Date of grant Exercisable period Exercise price Options  shareholding
HRITE
FERRE
FrisRkz REHERES
L REAH AI{TERAR TfE5E ERMRH%E BAL
(HK$) (Note)
(B7) (35
Zhu Guobin 6 September 2013 6 September 2013 to 0.108 10,000,000
REDE Z2—=FNhAKH 5 September 2023
“E-ZFHhAARHEE
“E_=FHhAAH
20 November 2014 20 November 2014 to 0.201 10,000,000
“E2-ME+—AZ+H 19 November 2024
“Z-ME+—AZ+HE
2 mE+—-B+AH
20,000,000 0.10%
Cheng Tat Wa 20 November 2014 20 November 2014 to 0.201 5,000,000 0.03%
Mg “E2-ME+—F"+H 19 November 2024
“Z-mE+—-BZ+HE
“Z2ImE+—A+AH
Li Jianyong 6 September 2013 6 September 2013 to 0.108 10,000,000
FRB ZZ-=FhAH 5 September 2023
ZZ-ZFNARHEE
“ET=FNBEH
20 November 2014 20 November 2014 to 0.201 20,000,000
“E2-ME+—F"+H 19 November 2024
“Z-mE+—-BZ+HE
“Z2ImE+—A+AH
30,000,000 0.15%
Chan Sin Hang 20 November 2014 20 November 2014 to 0.201 4,500,000 0.02%
= Z2—ME+—HBZ+H 19 November 2024
“Z-ME+—-AZ+HE
2 mE+—-B+AH
Note: MIsE -
The percentage of shareholding is calculated on the basis of FEREAEER S _—F+"B=+—

20,352,872,747 Shares in issue as at 31 December 2021.
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Save as disclosed above, none of the Directors or the chief
executive of the Company had or were deemed to have any
interests or short positions in any shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as at 31 December
2021.

SHARE OPTION SCHEME

The share option scheme of the Company currently in force
was adopted on 13 June 2013 (the “Scheme”) pursuant to an
ordinary resolution passed by the shareholders of the Company
at the annual general meeting of the Company held on 13 June
2013.

The following share options were outstanding during the period
from 1 January 2021 to 31 December 2021 (the “Period”):

Directors’ Report
SR

==l

PR EXFrREEN R - —F+°8
=+—H HEXRATEFARSTHRAE
RARBHAEAEREE (EERBHK
HAG R BISEXVER) Z 2D ~ HRERM
BT RAURGAEAEANERIKE -

Jddin

FaRetEstE

FRBREEMZEBRESIDREER
BARER-_ZB-—Z=ZF"A+=ZB81T72%
ARRRBERG BB —HRERRZE
ERTE—=ZFA+=0&%% (&) -

UTERER _E_—&F—HF—H=Z_Z
——FE+"RA=+—H8E (HA) HR1T

.
Share options
lapsed/
As at 1 January Redlassification Share options cancelled Share Options ~ As at 31 December Date of Exercise Exercise
Name/Category of Participant 2021 during the Period granted  during the Period exercised 201 Grant Price Period
Ko8=-& BAERY/ Ko8=-&

AL /E -A-H BRENE BRLZERE HEZRRE BiifEZRRE +ZR=+-B  RHAH i i

Director
[

Feng Rui 10,000,000 - - - - 10,000,000 Note 1 Note 1 Note 1

B iE4 i) iE]

10,000,000 - - - - 10,000,000 Note 3 Note 3 Note 3

k=] =] liE=]

Wang Chuantao 30,000,000 - - (30,000,000) - - Note 3 Note 3 Note 3

TIE k=] =] liE=]

Liu Stephen Quan 10,000,000 - - - - 10,000,000 Note 1 Note 1 Note 1

4z iE4 i) iE]

Zhu Shengliang 20,000,000 - - - - 20,000,000 Note 1 Note 1 Note 1

FHR 54l i) iE]

20,000,000 - - - - 20,000,000 Note 3 Note 3 Note 3

k=] =] liE=]

Li Zhengshan 20,000,000 - - - - 20,000,000 Note 1 Note 1 Note 1

ZEU 54l li5d] lid]

50,000,000 - - - - 50,000,000 Note 3 Note 3 Note 3

k=] =] liE=]

Ting Kwok Kit, Johnny 32,000,000 (32,000,000) - - - - Note 1 Note 1 Note 1

TEE 54l li5d] lid]

25,000,000 (25,000,000) S = S = Note 3 Note 3 Note 3

k=] =] liE=]

Chen Xiao 50,000,000 - - - - 50,000,000 Note 3 Note 3 Note 3

B i3] =] liE=]

Xia Tingkang, Tim 10,000,000 - - - - 10,000,000 Note 1 Note 1 Note 1

HER iEq i) i)

10,000,000 - - - - 10,000,000 Note 3 Note 3 Note 3

i3] =] liE=]

EEEEBRAR —2-—FFR
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Nl

EEQHEE

Share options
lapsed/
As at 1 January Redlassification Share options cancelled Share Options ~ As at 31 December Date of Exercise Exercise
Name/Category of Participant 2021 during the Period granted  during the Period exercised 2021 Grant Price Period
RZB-& BAB%XR/ S J:
28z /8 -A-B BRENHR  ERUZBRE HEZRRE  BOfZBRE  tCAZt-B 0 RHAM fifefR e
Director
3
Zhu Guobin 10,000,000 - - - - 10,000,000 Note 1 Note 1 Note 1
FER G4 il iEd
10,000,000 - - - - 10,000,000 Note 3 Note 3 Note 3
a3 M3 iES]
Cheng Tat Wa 5,000,000 - - - - 5,000,000 Note 3 Note 3 Note 3
Bz a3 M3 iES]
Li Jianyong 10,000,000 - - - - 10,000,000 Note 1 Note 1 Note 1
RS G4 il iEd
20,000,000 - - - - 20,000,000 Note 3 Note 3 Note 3
a3 M3 iES]
Chan Sin Hang 4,500,000 - - - - 4,500,000 Note 3 Note 3 Note 3
RER i) M3 iES]
Sub Total: 356,500,000 (57,000,000) - (30,000,000) - 269,500,000
i
Employee (in aggregate) 71,500,000 32,000,000 - (5,000,000) - 98,500,000 Note 1 Note 1 Note 1
{8 (A3) liE4] il iEd
188,000,000 25,000,000 - (10,000,000) - 203,000,000 Note 3 Note 3 Note 3
i) M3 iES]
15,000,000 - - - - 15,000,000 Note 5 Note 5 Note 5
liES] i) ES
10,000,000 - - - - 10,000,000 Note 6 Note 6 Note 6
i3 g iE
Sub Total : 284,500,000 57,000,000 - (15,000,000) - 326,500,000
IR
Other eligible persons: (in aggregate) 266,000,000 - - - - 266,000,000 Note 1 Note 1 Note 1
EfaERAL: (BH) G4 il i
21,000,000 - - - - 21,000,000 Note 2 Note 2 Note 2
i) M2 iE)
266,000,000 - - - - 266,000,000 Note 3 Note 3 Note 3
a3 M3 iES]
400,000,000 - - - - 400,000,000 Note 4 Note 4 Note 4
s Mzz4 LEZ
Sub Total : 953,000,000 - - - - 953,000,000
it
Total: 1,594,000,000 - - (45,000,000) - 1,549,000,000
it
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Notes:

These share options were granted on 6 September 2013 and are
exercisable at a subscription price of HK$0.108 per share at any
time during the period of 10 years from 6 September 2013 to 5
September 2023.

These share options were granted on 29 July 2014 and are
exercisable at a subscription price of HK$0.1136 per share at any
time during the period of 10 years from 29 July 2014 to 28 July
2024.

These share options were granted on 20 November 2014 and are
exercisable at a subscription price of HK$0.201 per share at any
time during the period of 10 years from 20 November 2014 to 19
November 2024.

These share options were granted on 14 July 2015 and are
exercisable at a subscription price of HK$0.395 per share at any
time during the period of 10 years from 14 July 2015 to 13 July
2025.

These share options were granted on 9 December 2016 and are
exercisable at a subscription price of HK$0.228 per share at any
time during the period of 10 years from 9 December 2016 to 08
December 2026.

These share options were granted on 20 January 2017 and are
exercisable at a subscription price of HK$0.1872 per share at any
time during the period of 10 years from 20 January 2017 to 19
January 2027.

Directors’ Report
EETHRS

G

1. ZEBRER_SE—-—=FABHEH"
WA R —_E—=FNAABEE =%
NEBREBZI0EHH W’EEHB:—TF%?‘QQHQ
0.108B T 2 BB EITE

2. ZEBRER_Z-OELA_+ABAR
B WA —E—OFLA-+TAREZ
TZ_MFELRA Z+N\HZ10FHBAER
RS R0.1136B T 250 ETTE -

3. RZEBERER_F-NE+—-F_+B#
BN —E—NE+—B - +HEZ
BN E+—AT B Z10FHERNER
R ER0.201 BT 2 BB ETRE

4. ZEERENR_Z—AFLtB+HBEE
Ho o R —_E—hFEtA+HAE_ZE
THETHA+=ZHZI10FE BRI AR
BER0395B T BEETHE

5. ZEBRER_Z—XRE+ZAAEE
Ho e —_E2—RE+_BNABE_ZE
ZRETZBNBZ10F BRI AR
8 R0.228B T2 REEEITE

6. ZEBERENR_Z—CtHF—BZH+HE
HoUAR - E—tE—B-"+HE_Z
“tFE—RB+HABZ10E R A EM R
1BERR0.18728 T 2 SRHBETE-

EEEEBRAR —2-—FFR
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The principal terms of the Scheme are briefly summarised below: B FEEREMMOT -
1) Purpose of the Scheme As incentives and rewards to eligible participants for their contribution or
potential contribution to the Group
FFEIZBR FReaERSEENAERFHEMIUEE SR Z B K ZRE
2)  Participants of the Scheme a) any employee (whether full time or part time, including any

executive Director but excluding any non-executive Director) of
the Company, any of its subsidiaries, or any entity (the “Invested
Entity”) in which any member of the Group holds any equity
interest;

sElz2HE KRB EEANBRASHNAEREARERADFHEEAREZ
FRER (FREER) 2 EAREE (Fm2 iR aiFF
PHITEEEFCBFEERIFNTES) ;

b)  any non-executive Directors (including independent non-executive
Directors), any of the subsidiaries of the Company or any Invested
Entity;
RABERNB AT EFRAREERZERFRNTES (B
BIFFRITES) ;

) any supplier of goods or services to any member of the Group or
any Invested Entity;
FEBERKNEABNEAMEEER T AERIRBHEE
[

d)  any customer of the Group or any Invested Entity;

rEBNEAMREBREZEZAER;

e)  any person or entity that provides research, development or other
technological support to the Group or any Invested Entity;
RHEAEBNEAAREBRIBHMAE HENHEMRM R ZE
RALTHERE ;

f)  any shareholder of any member of the Group other than the
Company or any Invested Entity or any holder of any securities
issued by any member of the Group or any Invested Entity;
AEBEAKERAE (RATRIN HERAIREERZERR
B RFTEEEANEATNERMFMREBREAETENRSZ
RCIEST =N

g)  any advisor (professional or otherwise) or consultant to any area of
business or business development of any member of the Group or
any Invested Entity; and
REBEARERANEFAMEEERIEBRNEBERPE
I EZ AR (Fama B X HEEER) EHAA ; Ez

h)  any other group or classes of participants who have contributed
or may contribute by way of joint venture, business alliance or
other business arrangement to the development and growth of the
Group.

BEAECE ENHENEMERTEMB AN AER
BERRERFEEMNEMEMARNEER S EE
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3)

Total number of Shares available
for issue under the Scheme

IR 5 BRI HEITRIR M AB R

Directors’ Report
EEEHEE

Jddin

The total number of Shares which may be allotted and issued upon
the exercise of all options (excluding such options which have lapsed in
accordance with the terms of the Scheme and any other share option
scheme(s) of the Group) to be granted under the Scheme and any other
share option scheme(s) of the Group must not in aggregate exceed
10% of the Shares in issue on the date of approval of the Scheme (the
"General Scheme Limit").

RiRHE s 8 R AEBE R EMBERIES B TREZREBRE CF
BIEREF B RAEETAEMBRES S 2 ERE RN 2 R E)
ETHEMAERERET 2 RABHEEFTSBAEIESEEREHE
1TR1H 210% (T—RgstEI EBR)) ©

Subject to the rules of the Scheme, the Company may seek approval of
its shareholders in general meeting to refresh the General Scheme Limit
provided that the total number of Shares which may be allotted and
issued upon exercise of all options to be granted under the Scheme and
any other share option scheme(s) of the Group must not exceed 10% of
the Shares in issue as at the date of approval of the refreshed limit. For
the purpose of calculating the refreshed limit, such options (including
those outstanding, cancelled, lapsed or exercised in accordance with the
Scheme and any other share option scheme of the Group) previously
granted under the Scheme and any other share option scheme(s) of the
Group will not be counted.

AR ZRBET AR RB A SKRERRFERRAG LMEFH—
festd LR AR EFE kA ERE A EMBRESERTREZ
P BERG 1T RE M ol e Be 3 R B 1T 2 D BB IS BIB HE /B R
FIREHBEZEITRMZ10% et ELEH LIRME AR IETE
R AE BRI EMBERES B L 2 BRERE (BERRHE AR
ERMEFREMBRESZRTE B2 BRUABITEZBERE)
TEHEERN-

Upon the date of approval of the refreshment of the General Scheme
Limit by its shareholders on 31 October 2017, the Company may issue
up to 2,033,787,274 Shares (the "Refreshed General Scheme Limit"),
representing 10% of the total issued share capital of the Company as at
31 October 2017.

N ZE—tFE+RA=+t—HRRHAEEM—MAREE LREMRE AR
B 7] B4 1N iB382,033,787, 274 B 1 (TR EEH—AREHEI LR ) > B
ABRZE—tE+RA=+T—HZBETEREZ10%-

Given the Refreshed General Scheme Limit had not yet been utilized as
at 31 December 2021, the total number of Shares available for issue by
the Company upon exercise of options not yet granted under the Scheme
remained as 2,033,787,274 Shares.
EREEH—RAB RN 2 _—F+_HA=+—HBkKEHH"
RBEFEHRRH . BREETERARADIETZROBENAS
2,033,787,2748% °

EEEEBRAR —2-—FFR
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4)  Maximum number of shares
available for issue under
the Scheme

Rt 8 A T

Rirx=#E

5)  Maximum entitlement of each
participant under the Scheme
SRR TER2REZ RS

6)  The period within which the
shares must be taken up
under an option

EN B EIAE TR Z HAMR

7)  The minimum period for
which an option must be
held before it can be exercised
BRETTITERAREZ
B2 RARE

The maximum number of shares which may be issued upon the exercise
of all outstanding options granted and yet to be exercised under the
Scheme (and any other share option scheme adopted by the Group) must
not in aggregate exceed 30% of the share capital of the Company in
issue from time to time.

REt8l (RAEEFERMZ EREMmERESTE) TREBREZE1T
ENERRITEERERTERIETIROESHME a8
BANEANEBEEITRAZ30%

As at 31 December 2021, the maximum number of Shares that may be
issued by the Company upon exercise of all outstanding options already
granted under the Scheme is 1,549,000,000, representing approximately
7.61% of the total number of Shares in issue of the Company as at 31
December 2021.

RIZE_—F+ZA=+—H BB EREMERITEZBRE
E2¥TERARTETZRMESHE &1,549,000,0008% > Bl 4
REN B - —F+_A=1+—HZBETRHERN7.61%-

In any 12-month period, shall not exceed 1% of the shares in issue
PER12ER 2 ETEBAa R ETRNH Z1%

The Board may in its absolute discretion determine save that such period
shall not expire later than 10 years from the date of grant

EXEVEHNBREZPR MR FENBRY BHES+
FREW

Unless otherwise determined by the Board, no minimum period

BREEFEERAERE SR EREHE
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The amount payable on
application or acceptance of
the option and the period
within which payments
shall be made

AR IR RS 2
FIB > LUK Bz kI 2 HA R

The basis of determining the
exercise price

TREZEEEE

The remaining life of the Scheme

5t &[5 BRF A

Directors’ Report
EEEHEE

Jddin

Upon acceptance of the option, the grantee shall inform the Company
together with HK$1 by way of consideration for the grant within 21 days
from the date of offer

PIRMBBRER AR ABNBENHHES 2NN RAN G R AT L
HABATESRENE

The exercise price is determined by the Board and being not less than the
highest of:
TEEREFERERFABRUT=ZEZESE !

a)

the closing price of the shares as stated in the Stock Exchange’s
daily quotations sheet for trade in one or more board lots of shares
on the date of offer for grant which must be a business day; or
ROMNBLOBE CAEREXER) BMXFAEHREBRMIIHET—
FREFROBEECAZWHE; L

the average closing price of the Shares as stated in the Stock
Exchange's daily quotations sheet for trade in one or more board
lots of shares for the 5 business days immediately preceding the
date of offer for grant which must be a business day; or
RONBEFENBI CAERAEXBD) A RESEXAMIFAEHR
BRAIEET—FHAZFROEEEBZFHRHE ; 5

the nominal value thereof
Rz EE

The Scheme remains in force until 12 June 2023

AR —BEEMEE_ZE_=ZF/\A+HAAL

EEEEBRAR —2-—FFR
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS

No transactions, arrangements and contracts of significance in
relation to the Group's business to which the Company or any of
its subsidiaries was a party and in which any Director or an entity
connected with a director had a material interest, whether directly
or indirectly, subsisted at the end of the Year or at any time during
the Year.

DIRECTORS’
BUSINESS

INTERESTS IN COMPETING

During the Year and up to the date of this annual report, no
Directors are considered to have interests in a business which
competes or is likely to compete, either directly or indirectly, with
the businesses of the Group, as defined in the Listing Rules.

DIRECTORS' SERVICE CONTRACTS

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

MANAGEMENT CONTRACTS

No contracts, other than employment contracts, concerning the
management and administration of the whole or any substantial
part of the Company’s business were entered into or existed
during the Year.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers contained in Appendix
10 to the Listing Rules (the “Model Code”) as its own code of
conduct governing securities transactions by the Directors. All
Directors, after specific enquiries by the Company, had confirmed
to the Company their compliance with the required standards set
out in the Model Code during the Year.
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MAJOR CUSTOMERS AND SUPPLIERS

Turnover

The percentage of the Group’s revenue (included continuing and
discontinued operations) attributable to the five largest customers
for the Year is as follows:

64.20%
100.00%

— The largest customer
— The five largest customers in aggregate

Purchases

The percentage of the Group's purchase (included continuing and
discontinued operations) attributable to the five largest suppliers
for the Year is as follows:

50.81%
100%

— The largest supplier
— The five largest suppliers in aggregate

As far as the Directors are aware, none of the Directors, their
associates or any shareholder of the Company (who to the
Directors’ knowledge was interested in or owned more than 5
per cent. of the Company’s share capital) had any interest in the
customers or suppliers referred to above.

CONNECTED TRANSACTIONS

None of the “Related Party Transactions” constituted discloseable
non-exempted connected transaction or non-exempted continuing
connected transaction under the Listing Rules.

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment of the Group
and the Company during the Year are set out in note 17 to the
consolidated financial statements.
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RAEFE AREFAGEEBEA (BER
BREEGRERIEREXER) 2D
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—RAER 64.20%
= 100.00%
B8

REFE  ARXHEBGTERRE (B1F
RFECEXRFRERLEEXET) 2ADL
LI

—BRAMER 50.81%
— B ARHEE S 100%

MESFAA MEES - REZBHMBAIR
REZERRR GLESFA EEEARQT
5% ERASER 2 HTmE) HERN ERE
Pt A A -

FRER 5%

TR S 2B R B R L IRAIE T2 AT
BRI 5 SR B X 5 B T 5 S A
BXG

ME BB K=
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M2 BB AP BRENE7
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RESERVES

Movements in reserves of the Group and the Company during the
Year are set out in the consolidated statement of changes in equity
on page 86 and note 30 to the consolidated financial statements
respectively.

As at 31 December 2021, the Company's reserves available for
distribution, calculated in accordance with the Companies Act
1981 of Bermuda (as amended), amounted to approximately
HK$Nil (2020: HKS$Nil).

ANALYSIS OF BORROWINGS AND INTEREST
CAPITALISED

No borrowings was made and no interest was capitalised by the
Group during the Year.

SHARE CAPITAL

The number of issued ordinary shares of HK$0.10 each in the
Company as at 31 December 2021 was 20,352,872,747 (2020:
20,352,872,747).

Movements in share capital of the Company are shown in note 29
to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company'’s
bye-laws or the laws of Bermuda.

DIVIDEND POLICY

The Company may distribute dividends by way of cash or by
other means that the Board considers appropriate. Any proposed
distribution of dividends is subject to the discretion of the
Board and, where applicable, the approval of the Shareholders.
The Board will consider various factors before declaring or
recommending any payment of dividends which factors include
the results of operation of the business of the Group, the retained
earnings and distributable reserves of the Company and each
of the members of the Group, the Group's actual and expected
financial performance, the general business conditions and
strategies, the Group’s expected working capital requirements
and future expansion plans, the general economic conditions
and business cycle of the Group's business, the future prospects
of the business of the Group, shareholders’ interests, statutory
and regulatory restrictions on the payment of dividend and other
internal or external factors that the Board deems appropriate.

Hybrid Kinetic Group Limited Annual Report 2021

(£ 4]

TEBRTIAB ZHERTSIEER 2 EE)
DA FH RS REES
BT RFTRMIEE300

B —F+ZRA=+—H AT MH
DIkZFEE BERERE-NAN—FREE
(ED B WRTRT (CEITF

70 °

BEEREFERNEBZH

AEERRAFERNLEEFEERKER
MEBERER-

(223

ARABR T _—F+ZRA=+—H
ZEETEREMEOINIBITZEERH
H7%420,352,872, 74T (Z 2 -84 .
20,352,872,74788) °

KRBRAZEHHENEC M BREME
290

BhEERE

KRB ZABMANAREZRLERR
BIERER IR -

R BER

FRBAURENESTEI /OB HAith
BUDIERE - ERFIKR S AEESS
FBRE » WASPRSRAL & WNER) -EFE
REMIARZBRYEARENEDEEES
BRR BRFERXFIEERE KA
BAIRAEBENERBZEIKAIHDIK
R T~EEZERLARYHRE B8
EHR R AEEZAHEEESE
K ARFET & BRECERERAER
EH RSB FEBEBZRKAR
RERZHM@m KRS ZEZRREERSIN
REFERREBZHMAINEE -



DIVIDENDS

The Directors do not recommend the payment of any final
dividend to shareholders of the Company for the year ended 31
December 2021 (2020: Nil).

SUFFICIENCY OF PUBLIC FLOAT

According to the information that is publicly available to the
Company and within the knowledge of the Directors, the
Company had maintained the prescribed level of public float as
required under the Listing Rules during the Year and up to the
date of this annual report.

DIRECTORS' INDEMNITIES

According to the Company’s bye-laws, each director shall be
entitled to be indemnified out of the assets of the Company
against all losses or liabilities (to the extent allowed by the
Companies Act, 1981 of Bermuda (as amended) which such
director may sustain or incur in or about the execution of the
director’s duties or otherwise in relation thereto. The Company has
arranged appropriate directors” and officers’ liabilities insurance
coverage for the directors and officers of the Group. Such
insurance to indemnify them against liabilities arising from the
execution of their duties was in force during the Year and remain
effective as at the date of the Directors’ report.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

The automotive industry is one of the most environmental aware
business sectors. To preserve the environment, the Group strives
to devise and adopt environmental friendly strategies, policies
and measures (through the concepts of reducing, re-using and re-
cycling) to achieve sustainable development, and is committed
to conducting its activities in a manner consistent with the above
determination.

These strategies, policies and measures include but not limited
to (i) using energy-efficient lighting and appliances, recycling of
office supplies and other materials in the workplace to the extent
practicable, (i) working or partnering with renowned academics
and strategic business partners in the research and development
of both technologically advanced and energy saving auto-
components and materials (such as single and few-layer graphene,
battery materials, super batteries and electric control systems) for
the electric buses, new engine and other vehicles designed and/or
manufactured by the Group, (iii) setting up or using energy-saving
and technologically advanced establishments and facilities for the
manufacture of new energy products for auto-use, (iv) setting
criteria for the selection of our suppliers and manufacturers which
must be reliable, financially sound, environmental conscientious
and are keen to adopt sustainability measures in their business
and operation and (v) educating and reinforcing environmental
protection awareness among employees of the Group.

COMPLIANCE WITH LAWS AND REGULATIONS

The Board recognizes the importance of the Company to
act responsibly and due compliance with the laws, rules and
regulations applicable to the businesses operated by the Group.
The Group has employed suitable personnel and engaged
appropriate professional advisers to ensure that it stays abreast
with legislative changes and industry developments and its
operations are being run in line with the applicable laws, rules and
regulations.

During the Year, the Company had complied with, and the Board
is not aware of any violation of, the applicable laws, rules and
regulations that had a significant impact on the business and
operation of the Group in any material respects.
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RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

The Company is committed to upholding a positive image for
the Group and building trust and loyalty among its stakeholders,
employees, customers, suppliers and other business partners. The
Board considers that the Company has all along maintained good
relationships with its stakeholders, employees, key customers,
suppliers and other business partners, which are beneficial to the
long-term development of the Group.

CHANGE IN INFORMATION OF DIRECTOR

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes in
information of Directors, as notified to the Company, subsequent
to the date of the 2021 interim report of the Company, are set out
below:

Mr Lee Cheung Yuet, Horace has been appointed as an
independent non-executive director of Li Bao Ge Group Limited (a
company listed on the Stock Exchange) with effect from 1 January
2022 and Sunlight Technology Holdings Limited (a company listed
on the Stock Exchange) with effect from 25 January 2022.

AUDITOR

ZHONGHUI ANDA CPA Limited will retire at the conclusion of
the forthcoming annual general meeting of the Company (the
“AGM"), and being eligible, offer themselves for re-appointment.
A resolution will be proposed at the forthcoming AGM to re-
appoint ZHONGHUI ANDA CPA Limited as auditor of the

Company.

On behalf of the Board

Yeung Yung
Chairman

Hong Kong, 31 March 2022

*  For identification purpose only
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CORPORATE GOVERNANCE PRACTICES

The board of directors (the “Directors” or the “Board”) of
the Company (together with its subsidiaries, the “Group”) is
committed to maintaining high standards of corporate governance
to ensure better transparency and protection of the overall
interests of the Company and its shareholders and to enhance
corporate value and accountability. The Company wishes to
highlight that the Board will continue to devote efforts in
ensuring effective leadership and control of the Company and the
transparency and accountability of all operations.

Throughout the year ended 31 December 2021 (the “Year”),
the Company had applied the principles and complied with
the code provisions (the “Code Provisions”) set out in the
Corporate Governance Code contained in Appendix 14 to the
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”).

BOARD OF DIRECTORS

Board

The Board is accountable to the shareholders of the Company
for leadership and control of the Company and is collectively
responsible for promoting the success of the Company and its
businesses by directing and supervising the Company's affairs. The
Board focuses on overall corporate strategies and policies with
emphasis on the business growth and financial performance of the
Group.

The Board has determined that certain matters such as strategic
planning, significant transactions, and budget should be retained
for the Board's approval. It has formalized the functions reserved
to the Board to achieve a clear division of responsibilities between
the Board and the senior management of the Group. The Board
has delegated its responsibilities to the senior management to deal
with day-to-day operations and reviewed those arrangements on
a periodic basis. The senior management has frequently reported
back to the Board and obtained prior approval before making
decisions for key matters or entering into any commitments on
behalf of the Company.
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The Board is also responsible for performing the corporate
governance functions of the Company with clear written terms
of reference. The Board had reviewed the Company’s policies and
practices on corporate governance, compliance with legal and
regulatory requirements, training and continuous professional
development of its directors and senior management and this
corporate governance report in the discharge of its corporate
governance functions and to ensure compliance with the Listing
Rules.

In order to maximize the effectiveness of the Board and to
encourage active participation and contribution from Board
members, the Board has established three Committees (namely
the Audit Committee, the Nomination Committee and the
Remuneration Committee) (the “Committee(s)”), each with
specific written terms of reference (which are of no less exacting
terms than those set out in the Corporate Governance Code) to
assist in the execution of their duties. The terms of reference of
each of the Committees are reviewed and amended (if necessary)
from time to time, as are the Committees’ structure, duties and
composition so as to best suit the needs of, and foster corporate
governance excellence in, the Company.

The Company Secretary and the external auditor engaged by the
Company shall attend the annual general meeting (the “"AGM")
of the Company and, as far as possible, all other meetings of the
Board and the committees of the Board to answer questions and
advise on corporate governance, statutory compliance, accounting
and financial matters. The Company Secretary is an employee of
the Company and is appointed by the Board. All Directors have
access to the Company Secretary who is responsible for facilitating
the Board'’s processes, liaison among members of the Board and
the Group's compliance with the continuing obligations under
the Listing Rules, the Codes on Takeovers and Mergers and Share
Buy-backs, the Companies Ordinance, the Securities and Futures
Ordinance and other laws, rules and regulations applicable to the
Group. During the Year, the Company Secretary had undertaken at
least 15 hours of relevant professional training annually to update
his skills and knowledge.

All Directors are encouraged to propose and include items in the
agenda of each of the meetings of the Board and the Committees
for full discussion and deliberation. The Company Secretary is
delegated with the responsibility to prepare the agenda and,
where appropriate, take into account any matters proposed by any
Director/Committee member for inclusion in the agenda.
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The Board meets regularly and at least four Board meetings are
scheduled annually at approximately quarterly intervals. Ad-hoc
meetings are convened whenever necessary.

Due notice of Board meetings are given to or, depending on the
circumstances, urgency and/or importance of the matters, agreed
to be shortened or waived by all the Directors. Even though the
Directors often stay/travel in different time zones, they endeavour
to make themselves available for, and participate in the meetings
to the extent possible via teleconferencing mechanisms or other
electronic means.

Minutes of the Board/Committee meetings are recorded in
details for the matters considered by the participants of such
meetings and decisions reached, including concerns raised by
Directors and/or dissenting views expressed. The meeting minutes
are circulated to the Directors or Committee members within a
reasonable period of time after the meetings are held and taken
as the true records of the proceedings of such meetings. They are
kept by the Company Secretary and are open for inspection at
any reasonable time upon reasonable notice being served by any
Director. All Directors are entitled to have access to Board papers
and related materials at least 3 days before the intended date of
a Board or Board committee meeting unless there are restrictions
on disclosure due to legal and regulatory requirements or other
justifiable grounds.

Directors are provided with complete, adequate explanation and
information to enable them to make an informed decision or
assessment of the Group’s performance, position and prospects
and to discharge their duties and responsibilities on a timely basis.
To enable the Directors to properly discharge their duties, they are
given access to independent professional advisers, when necessary,
at the expense of the Company.

Whenever a member of the Board or member of a committee of
the Board has cause to believe that a matter to be voted upon
would involve him in a conflict or possible conflict of interest, he
is required to disclose the conflict of interest and is not allowed
to participate in the final deliberation or decision and will abstain
from voting on such matter.
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Attendance Records of Board/General Meetings
The Board had held five meetings during the Year.

Details of the attendance of individual Director at general
meetings (including annual general meeting) and Board meetings
during the Year are set out below:

Name of Member
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gFREXGHELER

Number of general
meetings attended

A_io
N'E 5%

BEENAFERALERRAE (BERR
BERE) REFGGRZFBEHRIUWT -

Number of Board
meetings attended

HERRAE HEEEgE:
RE%H ZRE ZRE
Executive Directors HITER
Dr Yeung Yung ERiE L+ 11 5/5
Mr. Feng Rui ;,%EFHEEE 11 4/5
Dr Wang Chuantao IIEfT@:t 0/1 1/5 (a)
(resigned on 1 May 2021) (K —FEZ—4F
ZA—HET)
Mr Liu Stephen Quan IR 11 2/5
Dr Zhu Shengliang SEBERIEL 0/1 5/5
Mr Li Zhengshan TiEWARE 0/1 3/5
Mr Ting Kwok Kit, Johnny TIP’*?&E 11 4/5 (b)
(retired on 30 June 2021) (R —EZ—12F
NA=+HEE
Mr Chen Xiao BREZESTE 1”1 5/5
Non-executive Director FEHITEE
Dr Xia Tingkang, Tim BEREEL 11 5/5
Independent Non-Executive Directors BUIFRITEE
Dr Zhu Guobin REDRE 1 11 4/5
Mr Cheng Tat Wa BRiEELSE 11 5/5
Dr Li Jianyong FEREEL 11 5/5
Mr Chan Sin Hang PREMSTE 11 5/5
Mr Lee Cheung Yuet, Horace IR E 1/1 5/5
a) Dr. Wang Chuantao resigned with effect from 1 May 2021 and a) FIIEBLEtR _S-_—FHHA—HHT-

attended one meeting before his resignation in the Year.

b) Mr Ting Kwok Kit, Johnny retired with effect from 30 June 2021 b)
and attended four meetings before his retirement in the Year.
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Board composition

During the Year, the Board comprised the following members
(who remained in office as at 31 December 2021 unless otherwise
specified below):

Name
Executive Directors
Dr Yeung Yung (Chairman)
Mr Feng Rui (Chief Executive Officer)
Dr Wang Chuantao (Deputy Chairman)
(resigned on 1 May 2021)
Mr Liu Stephen Quan
Dr Zhu Shengliang
Mr Li Zhengshan
Mr Ting Kwok Kit, Johnny
(retired on 30 June 2021)
Mr Chen Xiao

Non-executive Director
Dr Xia Tingkang, Tim

Independent Non-Executive Directors
Dr Zhu Guobin
Mr Cheng Tat Wa
Dr Li Jianyong
Mr Chan Sin Hang
Mr Lee Cheung Yuet, Horace

The biographies and other information of the current Directors
are set out in the “Biographical Details of Directors and Senior
Management” of this annual report. There is no financial,
business, family or other material/relevant relationship among the
Directors.
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Under bye-law 87(1) of the bye-laws of the Company (the “Bye-
laws”), at each AGM, one-third of the Directors for the time
being (or, if their number is not three or a multiple of three
(3)), then the number nearest to but not less than one-third)
shall retire from office by rotation, provided that every Director
(including those appointed for a specific term) shall be subject to
retirement by rotation at least once every three years. Accordingly,
the Directors are subject to the free and absolute choice of the
shareholders for re-election at the annual general meetings.
Whereas under bye-law 86(2) of the Bye-laws, any Director
appointed by the Board to fill a casual vacancy or as an addition
to the existing Board should hold office until the next following
general meeting of the Company.

By virtue of Bye-law 87(1) of the Bye-laws, (1) Dr Yeung Yung; (2)
Mr Li Zhengshan; (3) Mr Chen Xiao; and (4) Dr Xia Tingkang, Tim
had retired at the annual general meeting of the Company held
on 30 June 2021 (the “2021 AGM"), and being eligible, offered
themselves for re-election (and were re-elected) at the 2021 AGM.

The skills and expertise among the existing Directors are well-
balanced with a mixture of core competencies in areas such
as accounting and finance, legal, business and management,
marketing strategies, business development, and scientific
backgrounds.

The independent non-executive Directors (the “INEDs”) meet
the requirements of independence under the Listing Rules so that
there is a sufficient element of independence in the Board to
exercise independent judgments. The Board considers that all of
the INEDs are independent and the confirmation of independence
pursuant to Rule 3.13 of the Listing Rules had been obtained from
each of them as required by the Listing Rules.

The INEDs have the same duties of care and skill and fiduciary
duties as the executive Directors.
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The functions of INEDs include, but not limited to:

o participating in Board meetings to bring an independent
judgment to bear on issues of corporate strategy, corporate
performance, accountability, resources, key appointments
and standard of conducts;

o taking the lead where potential conflicts of interests arise;

o serving as member of and actively participating on matters
delegated by the Board to the committee(s) established by
the Board, if invited;

o attending general meetings of the Company and developing
a balanced understanding of the views of shareholders; and

o scrutinizing the Group's performance in achieving agreed
corporate goals and objectives and monitoring the reporting
of performance.

Chairman and CEO

As at 31 December 2021, the Chairman of the Board was Dr
Yeung Yung. The Chief Executive Officer (“CEO") of the Company
was Mr. Feng Rui.

The Chairman of the Company provides leadership to the Board so
that the Board works effectively and discharges its responsibilities
and that all key and appropriate issues are discussed by the Board
in a timely manner.

The position of CEO is vested with executive responsibilities
over the business directions and operational decisions of the
management and performance of the Group.

The Chairman of the Company also seeks to ensure that all

Directors are properly briefed on issues raised at Board meetings
and receive adequate and reliable information in a timely manner.
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Appointment, Re-election, Retirement and Removal

It is the Board’s responsibility to select and appoint individuals
with integrity, experience and calibre to act as directors of the
Company. The Board reviews the profiles of the candidates and
seek recommendations from the Nomination Committee of the
Board on the appointment, re-election, retirement and removal of
directors.

All Directors are subject to rotation at least once in every three
years as required by the Bye-laws. Each Director is briefed and
updated to ensure that he has a proper understanding of the
operations and business of the Group and that he acquaints
himself with the common law duties and responsibilities of acting
as a director for a listed company and familiarise himself with the
applicable laws and regulations (including without limitation, the
Listing Rules, the Companies Ordinance, the Securities and Futures
Ordinance, and the governance policies of the Company).

Each of the non-executive Directors (including INEDs) is appointed
for an initial term of not more than two years commencing from
his date of appointment and is renewable successively for a term
of one year until terminated by either party by giving not less than
one month’s prior written notice to the other and is subject to
retirement by rotation and re-election by shareholders at annual
general meeting in accordance with the Bye-laws. Every Director
shall ensure that he can contribute sufficient time and effort
to the corporate affairs of the Company once he accepts the
appointment.

Inside information

The Company has developed its disclosure policy which provides
a general guide to the Company’s Directors, officers, senior
management and relevant employees in handling confidential
information, monitoring information disclosure and responding to
enquiries. Control procedures have been implemented to ensure
that unauthorised access and use of inside information are strictly
prohibited.

Committees

The Board has established the Audit Committee, the Nomination
Committee and the Remuneration Committee with specific terms
of reference (which are of no less exacting terms than those set
out in the Corporate Governance Code) to enable each of the
Committees to discharge its functions properly.
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Audit Committee

The Audit Committee is responsible for reviewing financial
statements and internal control system of the Group. It also
provides advice on the financial and accounting policies of the
Group.

As at 31 December 2021, the Audit Committee comprised three
independent non-executive Directors (namely Mr Cheng Tat Wa,
Mr Chan Sin Hang and Mr Lee Cheung Yuet, Horace), and the
chairman of the Audit Committee as at the date of this report was
Mr Cheng Tat Wa.

Four meetings of the Audit Committee were held for the year
ended 31 December 2021. The individual attendance of each
member is set out below:
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BERZEGEEBERLTERZMBRERK

MEREIERA DR E 2 MU & 5t
BREHER-

A _E_—F+_H=+—H B%ZZEET
H=%BIIFNTES BIMEERLE R
EHREREBIRGTE) B MR ARS
HE BB FREATEELE -

BEREZEEERBE_ZT_—+°A8
—+—HLEFEHBTOREE -ZNEZ
HFEREHMT -

Number of

meetings attended

Name of Member 4=} 22 HEEERY

Mr Cheng Tat Wa BiE=RE 4/4

Mr Chan Sin Hang PRE®E 4/4

Mr Lee Cheung Yuet, Horace FBRTE 4/4
During the Year, the Audit Committee performed the following HEZZEGBERAEERNIT NI IIE:

work:

o Reviewed with the management the Group’s annual and
interim results and draft consolidated financial statements
for the year ended 31 December 2020 and for the six
months ended 30 June 2021 respectively

o Reviewed with the management the Group’s financial
reporting and auditing matters, the risk management and
internal control systems of the Group and their adequacy
and effectiveness

o Reviewed and discussed with independent external auditor
of the Company on significant audit findings

o Reviewed the disclaimer of opinion of the independent
external auditor on the Group's consolidated financial
statements for the year ended 31 December 2020 and
assessed the position and views of the management of the
Group towards the disclaimer of opinion by the auditor and
its impact or possible impact on the financial position of the
Group;
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o Recommended to the Board the re-appointment of
the independent external auditor of the Company for
shareholders’” approval

o Carried out such other duties as set out in the Corporate
Governance Code which included the review of the
independence and objectivity of the external auditor, the
nature and scope of the audit and reporting obligations,
as well as the terms of their engagement. The Audit
Committee was satisfied with the outcome of their
review, and the Board shared the same views of the Audit
Committee.

The Company Secretary keeps the minutes of the Audit
Committee. Draft and final versions have been sent to all members
of the Audit Committee within a reasonable time after the
meeting for their comments and records respectively.

The terms of reference of the Audit Committee are available on
both the websites of the Stock Exchange and the Company.

Directors’ Responsibility for the Consolidated Financial
Statements

The Directors acknowledge their responsibility for the preparation
of the consolidated financial statements for the Year, which give a
true and fair view of the state of affairs of the Company and the
Group's results and cash flows for the year then ended and were
properly prepared on a going concern basis in accordance with the
applicable statutory requirements and accounting standards.

Auditor’s Responsibility in the Independent Auditor’s
Report

ZHONGHUI ANDA CPA Limited (the “Auditor”), the independent
external auditor, has also stated its reporting responsibility in
the independent auditor’s report of the consolidated financial
statements for the Year.
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Material uncertainty related to going concern
expressed by the Auditor

The Auditor has expressed a disclaimer of opinion on the
consolidated financial statements of the Group for the Year (as set
out in the Independent Auditor’s Report) related to, among other
matters, a material uncertainty that may cast significant doubt on
the Group's ability to continue as a going concern and its basis,
which is reproduced below:

Material uncertainty related to going concern

We draw attention to note 2 to the consolidated financial
statements which mentions that the Group incurred a loss of
HK$55,253,000 and operating cash outflow of HK$22,672,000
for the year ended 31 December 2021. These conditions indicate
a material uncertainty which may cast significant doubt on the
Group's ability to continue as a going concern. The consolidated
financial statements have been prepared on a going concern
basis, the validity of which depends upon the major shareholder
has agreed to provide adequate funds for the Group to meet its
liabilities as they fall due. The consolidated financial statements
do not include any adjustments that would result from the failure
to obtain the financial support. We consider that the material
uncertainty has been adequately disclosed in the consolidated
financial statements.

However, we were unable to obtain sufficient and appropriate
audit evidence to satisfy ourselves as to the validity of the financial
support from the major shareholder as described above. There
are no other satisfactory audit procedures that we could adopt
to determine whether the major shareholder has the financial
ability to honour the financial support to the Group due to limited
financial information provided for supporting the financial ability
of the major shareholder. We disclaim our opinion in respect of the
material uncertainty relating to the going concern basis.

Directors’ position on the material uncertainty related to
going concern

The Directors have confidence in the major shareholder’s
continued commitment and support towards the Group as
had been demonstrated in the past, and believe that the major
shareholder is ready, willing and able to offer such other assistance
(financial or otherwise) to the Group to enhance its financial
flexibility and capability as and when the circumstances arise.
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Further, the Directors have been proactively exploring (i) all
possible financial alternatives (including but not limited to equity
financing, debt financing, rights issue, open offer or bank
borrowings); (ii) collaborations with potential business partners
and investors to develop the business of the Group. These
collaborations may take the form of joint venture(s) or other forms
of alliance with potential business partners and investors to invest
in, develop or diversify the businesses of the Group in which (a)
the Group may contribute its expertise and intangible assets (such
as intellectual property rights owned by the Group) and (b) the
potential business partners or investors may inject working capital
to allow each party to fully leverage on each other’s capabilities.

During the Year, the Company had identified a number of
potential business partners or investors (including governmental
authorities in the PRC, manufacturers in the automobile industry
and institutional investors) which had expressed interest in
collaborating with or investment in the Group. However, the
outbreak of the COVID-19 pandemic had significantly hindered
the negotiation progress and negatively affected the sentiment of
such potential business partners or investors, which had generally
adopted a more prudent approach, in vigorously pursuing such
possible new business ventures or investment during the Year.

Nevertheless, with the continued support from the major
shareholder, together with the unwavering efforts and
commitment of the Company’s management in seeking potential
collaborations, investment or divestment (such as the Ningbo Joint
Venture as disclosed in the Directors’ Report) opportunities for
the Group with a view to improving the liquidity, operation and
performance of the Group in the long run, the Directors believe
that the Company will manage to have sufficient working capital
for the operation and development of the Group’s business
so that the disclaimer of opinion in relation to the material
uncertainty will not be carried forward to the Group’s financial
statements for the year ending 31 December 2022.

The Company will make further announcement(s) on any potential
fund raising, collaboration and/or investment opportunities and
comply with the applicable requirements of the Listing Rules as
and when appropriate.

TEEABRSS

s EFE—ERBRROPIBE R EM B
Z (BEEFARIKREARE - EHRE H#
R AREEHIRTEE) (VLB EEBES
HFREEEGIE EMEERAERER &
ERFAEUNRBEEEBREHRKREEN
VEBERBNARHEMEBEEZ S NET MU
RE AR DBMAERES > FJAEAG@)F
ERRHEEXNFARBETLEE GIUEER
FRER 2 M ER) RbO)BEXEBBH IR
EERMHEESS UHEHEERDHE
Fife

RAEE ZATYEISL BT ERBY
RILEE (BETEBFEE REEES
BREEBRESR) RNEREXNER SR
REPAER o 2370 > COVID-19K T IR %
BEWEREREE ZSBEEBRBEHIR
EEZERNRAZBZ A TERER
rEERGHEBINESSERREZ

=z
=ake

A RETERRZFESRF MEERR
AEEERATEERREESIF REIM
EWESFEREMREZERGENE) H
SURBRATEBERSE EERKEZ
TRE DR BEFEE FZATREEHN
BERHEEESHAEEEBEF RS
B REFBREREARTREEME A
FEBBE_T_"_F+-A=+—HL
FEZMBRERTER

FABRNBERFEREMEETES  S1F
R/EREREFTERQM LET LD
MR ZBRARTE

EEEEBRAR —2-—FFR

67



68

Corporate Govemance Report

TEERY

Audit Committee’s view on the Directors’ position

The Audit Committee confirmed that they understood the material
uncertainty related to going concern of the Group. They had
considered and agreed with the Directors’ position as set out
above.

Auditor’s Remuneration

During the Year, the fees paid/payable to the external auditor in
respect of audit and non-audit services provided by the external
auditor of the Group were as follows:

éﬁéﬁ ﬁ%%4%2%%
BZEE RRETHRERASERRTE
ﬁ“%z%ﬁ?ﬁﬁml& REEZRILARE L
X8 ZEFIS

T2 BB =
RAFER  fAaEBIINBIZBETRHF
%R IEBZIRBEAS AT S BB A
ZERWT:

HK$

BT

Audit service B2 1,300,000
Non-audit services* JEB AR 180,000
1,480,000

# The non-audit services mainly comprised review of interim financial ~ * BB T ECEERTPRMBER

information, professional services in relation to possible transactions
and tax compliance services.

Internal Controls and Risk Management

The Board has overall responsibility for overseeing management
in the design, implementation and monitoring of the risk
management and internal control systems of the Group and
establishing procedures to enable the Group to identify, evaluate
and monitor the adequacy and effectiveness of the systems in a
timely manner. During the Year, the Company had, together with
the senior management of the Group and the audit committee
of the Board, reviewed and evaluated the risk management and
internal control systems of the Group and considered that they
were adequate and remained effective.

The risk management and internal control systems, including
a defined management structure with limits of authority, are
designed to help achieving business objectives, safeguarding
assets against unauthorised use, and maintaining proper
accounting records for the provision of reliable financial
information for internal use and for publication. The establishment
of such systems is designed to manage the Group’s risks within an
acceptable risk profile, rather than to eliminate the risk of failure
to achieve business objectives of the Group, and can only provide
reasonable assurance but not absolute assurance against material
misstatement or loss.
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During the year ended 31 December 2021, the Board conducted
a review of the effectiveness of the risk management and internal
control systems of the Group, including financial, operational
and compliance controls as well as the process used to identify,
evaluate and manage significant risks faced by the Group. The
Board also reviews the adequacy of resources, staff qualifications
and experience, training programmes and budget of the Group's
accounting and financial reporting functions.

Internal Audit Function

The Group has conducted an annual review on whether there is a
need for an internal audit department. Given the Group'’s relatively
simple corporate and operation structure, as opposed to diverting
resources to establish a separate internal audit department, the
Board, supported by the Audit Committee, is directly responsible
for risk management and internal control systems of the Group
and for reviewing its effectiveness.

Remuneration Committee

The Company has set up the Remuneration Committee to
ensure that there are formal and transparent procedures for
formulating policies on the remuneration of the Directors and
senior management. As at 31 December 2021, the Remuneration
Committee comprised Dr Yeung Yung (an executive Director and
the Chairman of the Board) and two independent non-executive
Directors, namely, Mr Lee Cheung Yuet, Horace and Mr Cheng
Tat Wa. Mr Lee Cheung Yuet, Horace was the Chairman of the
Remuneration Committee.

During the Year, the Remuneration Committee determined the
policy for the remuneration of executive Directors, assessed the
performance of the executive Directors and approved the terms
of their service contracts. The Remuneration Committee had also
made recommendations to the Board regarding the Company'’s
remuneration policy and the formulation and review of the
remuneration package of all Directors and senior management
of the Group for determination by the Board and considered and
dealt with matters relating to appointment, retirement and re-
election of Directors.

No Director is involved in deciding his own remuneration.
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TEEARSS

Details of the remuneration paid to members of the senior
management of the Group (including the Directors) by band for
the Year are set out below:

FEEXNFEEESREERBRE (81
BF) HMnEES 2 FBHIWT ¢

Number of senior

Remuneration band management
M EE E SREEEBAY
Below HK$ 1,000,000 1,000,000 7T L T 14
HK$1,000,001 to HK$2,500,000 1,000,001 22,500,000 7T 2

HK$2,500,001 to HK$4,000,000

One meeting of the Remuneration Committee was held for the
year ended 31 December 2021. The individual attendance of each
member is set out below.

Name of Member

RE%H

2,500,001 75 %£4,000,00074 7T -

FMEEERNEB8E_ZE_-_—+°A4
“t+—HLEFEHBT -—REZF-ZMEZ
HEREHT

Number of
meetings attended

HEEERE

Dr Yeung Yung U
Mr Cheng Tat Wa Wizt
Mr Lee Cheung Yuet, Horace ML E

The terms of reference of the Remuneration Committee are
available on both the websites of the Stock Exchange and the
Company.

Nomination Committee

The Company has a Nomination Committee to ensure that there
are fair and transparent procedures for the appointment, re-
election and removal of directors to the Board. As at 31 December
2021, the Nomination Committee comprised Mr Cheng Tat Wa
and Mr Lee Cheung Yuet, Horace, both being independent non-
executive Directors, and Dr Yeung Yung, being the Chairman of
the Board and an executive Director. Dr. Yeung Yung was the
Chairman of the Nomination Committee.
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Nomination Policy and Procedures

To ensure the composition of the Board has a balance of skills,
experience and diversity of perspectives appropriate to the
requirements of the Company’s business, the Company has, with
the recommendation of the Nomination Committee, adopted a
formal, considered and transparent procedure for the selection,
appointment and re-appointment (as the case may be) of
Directors. The criteria to be taken into account when considering
the suitability of a candidate, among other things, will be his or
her ability to:

(a)

bring an independent judgment and make constructive
recommendation on issues of strategy, policy, performance,
accountability, resources, key appointments and standards of
conducts;

take the lead where potential conflicts of interests arise;

serve on the Audit Committee, the Remuneration
Committee and/or the Nomination Committee and/or any
other Board committee(s), if invited;

devote sufficient time to the Board and/or any Committee(s)
on which he or she serves so as to allow them to benefit
from his or her skills, expertise, and varied backgrounds
and qualifications and diversity through attendance and
participation in the Board and/or Committee meetings;

scrutinize the Company’s performance in achieving agreed
corporate goals and objectives, and monitoring the reporting
of performance;

ensure the Committee(s) on which he or she serves to
perform its/their powers and functions conferred on it/them
by the Board; and

conform to any requirement, direction and regulation
that may from time to time be prescribed by the Board or
contained in the constitutional documents of the Company
or imposed by legislation or the Listing Rules, where
appropriate.
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If the candidate is proposed to be appointed as an independent
non-executive Director (INED), his or her independence shall be
assessed in accordance with, among other things, the factors
as set out in Rule 3.13 of the Listing Rules, subject to any
amendments as may be made by the Stock Exchange from time to
time. Where applicable, the totality of the candidate’s education,
qualifications and experience shall also be evaluated to consider
whether he or she has the appropriate professional qualifications
or accounting or related financial management expertise for filling
the office of an INED with such qualifications or expertise as
required under Rule 3.10(2) of the Listing Rules.

The Nomination Committee has nominated (a) Dr Zhu Guobin
(independent non-executive director), (b) Mr Cheng Tat
Wa (independent non-executive director), (c) Dr Li Jianyong
(independent non-executive director) and (d) Mr Chan Sin Hang
(independent non-executive director) to the Board for the Board to
make recommendation to the Shareholders for re-election at the
2022 AGM, having reviewed the composition of the Board and
having regard to the proposed re-elected Directors’ professional
experience, skills, knowledge and/or length of service, their
commitment to their respective roles and functions, and their
respective contributions brought and to be brought to the Group.

On the existing independent non-executive Directors, the
Nomination Committee considered (and the Board shared the
same views), that at all times during the period of directorship
with the Company, each of them had properly discharged his
duties and responsibilities as an independent non-executive
Director and had made positive contribution to the development
to the Company through independent, constructive and informed
comments and participation at the business and other affairs
relating to the Group. The Nomination Committee (as well as the
Board) was satisfied with the independence of these independent
non-executive Directors, having regard to the independence
criteria as set out in Rule 3.13 of the Listing Rules and the annual
confirmation given by each of them to the Company on his
independence.

Mr. Cheng Tat Wa, being one of the members of the Nomination
Committee, had abstained from voting at the meeting of the
Nomination Committee when his own nomination was being
considered.
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One meeting of the Nomination Committee was held for the year
ended 31 December 2021. The individual attendance of each
member is set out below:

Name of Member

REHH

TEEABRSS
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Number of
meetings attended

HEERERE

Dr Yeung Yung R iE L
Mr Cheng Tat Wa EpiEES
Mr Lee Cheung Yuet, Horace FHRIRAE

During the Year, the Nomination Committee carried out the
process of selecting and recommending to the Board candidates
for directorship with reference to the diversity policy of the
Company, including the candidate’s professional knowledge,
industry experience, personal ethics, integrity and skills, evaluated
the Board’s composition, assessed the independence of
independent non-executive Directors and recommended the re-
appointment of retiring Directors for shareholders” approval at the
2021 AGM.

The terms of reference of the Nomination Committee are available
on both the websites of the Stock Exchange and the Company.

Continuous Professional Development

During the Year, all Directors (namely Dr Yeung Yung, Mr Feng Rui,
Dr Wang Chuantao, Mr Liu Stephen Quan, Dr Zhu Shengliang, Mr
Li Zhengshan, Mr Ting Kwok Kit, Johnny, Mr Chen Xiao, Dr Xia
Tingkang, Tim, Dr Zhu Guobin, Mr Cheng Tat Wa, Dr Li Jianyong,
Mr Chan Sin Hang and Mr Lee Cheung Yuet, Horace) were
provided by the Company with materials (including but not limited
to updates on Listing Rules and guidelines on Directors’ Duties)
to ensure that their contribution to the Board remains informed
and relevant. The Company also encouraged all Directors to
participate from time to time courses which they consider relevant
at the expense of the Company so as to develop and refresh
their knowledge and skills for better fulfillment of their duties as
directors of a listed issuer.
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SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers set out in Appendix
10 to the Listing Rules (the “Model Code”) as its own code
of conduct regarding securities transactions by Directors. All
Directors, after specific enquiries by the Company, confirmed to
the Company their compliance with the required standard set out
in the Model Code throughout the Year.

CHANGES IN CONSTITUTIONAL DOCUMENTS

During the Year, there were no changes in the Company’s
constitutional documents.

SHAREHOLDERS' RIGHTS AND
COMMUNICATION

The Company is committed to (i) protecting the rights of
Shareholders and ensuring that each Shareholder is treated equally
and fairly; and (i) reinforcing the trust placed in the Company
by the Shareholders by remaining open and transparent, which
objective the Company believes is the hallmark of a high quality
company.

The Company attaches great importance to communication
with the Shareholders. A number of means are used to promote
greater understanding and dialogue with the Shareholders and the
investing public.

The means of access includes without limitation the despatch
to Shareholders and/or release by the Company of the various
corporate communication of the Company (such as interim and
annual reports, circulars, notices, financial reports, press releases
and other business information) via the website of the Stock
Exchange (http://www.hkexnews.hk) and the website of the
Company (http://hk1188.etnet.com.hk).
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Shareholders are encouraged by the Company to attend general
meetings of the Company where the Chairman of the Company
and other members of the Board and (if appropriate) the auditors
of the Company, are available to answer questions.

The following procedures are in place by which Shareholders may
(@) convene a special general meeting (the “SGM"); (b) make
proposals at Shareholders” meeting; and (c) send enquiries to the
Board to achieve the above purposes.

(a)

Procedures by which Shareholders can convene a
SGM

Pursuant to section 74 of the Companies Act 1981 of
Bermuda (the “"Companies Act”), a Shareholder or
Shareholders holding at the date of the deposit of the
requisition not less than one-tenth of the paid-up capital
of the Company as at the date of the deposit carries the
right of voting at general meetings of the Company may
requisition the Directors to forthwith proceed duly to
convene a SGM by depositing a written requisition at the
registered office of the Company. Bye-law 58 of the Bye-
laws provides for this right as well.

The written requisition must state the purposes of the
meeting (including the resolutions to be considered at the
meeting), signed by the requisitionists, deposited at the
registered office of the Company at Victoria Place, 5th
Floor, 31 Victoria Street, Hamilton HM10, Bermuda and may
consist of several documents in like form each signed by one
or more requisitionists.

If the Directors do not within twenty-one days from the date
of the deposit of the requisition proceed duly to convene a
SGM, the requisitionists, or any of them representing more
than one half of the total voting rights of all of them, may
themselves convene a SGM, but any SGM so convened shall
not be held after the expiration of three months from the
date of deposit of the requisition.

A SGM so convened by the requisitionists shall be convened
in the same manner, as nearly as possible, as that in which
meetings are to be convened by the Directors.
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(b) Procedures for making proposals at Shareholders’
meetings
Sections 79 and 80 of the Companies Act allow certain
Shareholder(s) to requisition the Company to move a
resolution at an annual general meeting (the “AGM") of the
Company or circulate a statement at any general meeting
of the Company. Under section 79 of the Companies Act,
at the expense of the requisitionists unless the Company
otherwise resolves, it shall be the duty of the Company on
the requisition in writing by such number of Shareholders:

(i)

(ii)

(iii)

to give to the Shareholders entitled to receive notice
of the next AGM notice of any resolution which may
properly be moved and is intended to be moved at
that meeting;

to circulate to the Shareholders entitled to have notice
of any general meeting sent to them any statement
of not more than one thousand words with respect to
the matter referred to in any proposed resolution or
the business to be dealt with at that meeting;

the number of Shareholders necessary to make the
above-mentioned requisitions to the Company shall
be:

- either any number of Shareholders representing
not less than one-twentieth of the total voting
rights of all the Shareholders having at the date
of the requisition a right to vote at the meeting
to which the requisition relates; or

- not less than one hundred Shareholders.
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Notice of any such intended resolution shall be given, and
any such statement shall be circulated, to Shareholders
entitled to have notice of the meeting sent to them by
serving a copy of the resolution or statement on each such
Shareholder in any manner permitted for service of notice of
the meeting, and notice of any such resolution shall be given
to any other Shareholder by giving notice of the general
effect of the resolution in any manner permitted for giving
him notice of meeting of the Company, provided that the
copy shall be served, or notice of the effect of the resolution
shall be given, as the case may be, in the same manner
and, so far as practicable, at the same time as notice of the
meeting and, where it is not practicable for it to be served
or given at that time, it shall be served or given as soon as
practicable thereafter.

Section 80 of the Companies Act sets out the conditions to
be met before the Company is bound to give any notice of
resolution or to circulate any statement. Pursuant to section
80 of the Companies Act, the Company shall not be bound
to give notice of any resolution or to circulate any statement
as mentioned above unless:

(i) a copy of the requisition signed by the requisitionists,
or two or more copies which between them contain
the signatures of all the requisitionists, is deposited at
the registered office of the Company:

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

- in the case of any other requisition, not less than
one week before the meeting;

(i)  there is deposited or tendered with the requisition
a sum reasonably sufficient to meet the Company’s
expense in giving effect to the procedures regarding
the giving of notice of resolution and/or circulation of
statement,
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Provided that if, after a copy of the requisition requiring
notice of a resolution has been deposited at the registered
office of the Company, an AGM is called for a date six
weeks or less after the copy has been deposited, the copy
though not deposited within the above-mentioned time
shall be deemed to have been properly deposited for the
purposes thereof.

Procedures for sending enquiries to the Board
Shareholders are encouraged to communicate with the
Company for any enquiries in relation to the affairs of the
Group. Shareholders may contact the Company in writing or
by telephone or facsimile:

Address . Principal office of the Company
in Hong Kong — Unit 1002, 10/F,
Infinitus Plaza, 199 Des Voeux Road Central,
Hong Kong

Telephone :  +(852) 2530 9218

Facsimile : +(852) 2525 2002

Attention : Board of Directors/Company Secretary

Hybrid Kinetic Group Limited Annual Report 2021
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Independent Auditor's Report

il

ZHONGHUI

To the Shareholders of Hybrid Kinetic Group Limited
(Incorporated in Bermuda with limited liability)

Disclaimer of Opinion

We were engaged to audit the consolidated financial statements
of Hybrid Kinetic Group Limited and its subsidiaries (collectively
referred to as the “Group”) set out on pages 84 to 155, which
comprise the consolidated statement of financial position as at
31 December 2021, and the consolidated statement of profit or
loss and other comprehensive income, consolidated statement
of changes in equity and consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting
policies.

We do not express an opinion on the consolidated financial
statements of the Group. Because of the significance of the
matters described in the Basis for Disclaimer of Opinion section of
our report, we have not been able to obtain sufficient appropriate
audit evidence to provide a basis for an audit opinion on these
consolidated financial statements. In all other respects, in our
opinion, the consolidated financial statements have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.
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Basis for Disclaimer of Opinion

Material Uncertainty Related to Going Concern
We draw attention to note 2 to the consolidated financial
statements which mentions that the Group incurred a
loss of HK$55,253,000 and an operating cash outflow of
HK$22,672,000 for the year ended 31 December 2021.
These conditions indicate a material uncertainty which may
cast significant doubt on the Group’s ability to continue
as a going concern. The consolidated financial statements
have been prepared on a going concern basis, the validity of
which depends upon the major shareholder has agreed to
provide adequate funds for the Group to meet its liabilities
as they fall due. The consolidated financial statements do
not include any adjustments that would result from the
failure to obtain the financial support. We consider that the
material uncertainty has been adequately disclosed in the
consolidated financial statements.

However, we were unable to obtain sufficient and
appropriate audit evidence to satisfy ourselves as to the
validity of the financial support from the major shareholder
as described above. There are no other satisfactory audit
procedures that we could adopt to determine whether
the major shareholder has the financial ability to honour
the financial support to the Group due to limited financial
information provided for supporting the financial ability of
the major shareholder. We disclaim our opinion in respect of
the material uncertainty relating to the going concern basis.

Share of loss of associates and investment in
associates

We have not been able to obtain sufficient and appropriate
audit evidence due to limited financial and corporate
information provided by the management to verify whether
the Group's share of loss of associates of approximately
HK$7,070,000 and HK$11,915,000 for the year ended
31 December 2021 and 2020, respectively, are fairly
stated. We were also not able to satisfy ourselves as to (i)
whether the carrying amount of investment in associates of
approximately HK$167,154,000 and HK$167,604,000 as at
31 December 2021 and 2020, respectively, are fairly stated;
and (i) the accuracy of the disclosures in relation to the
investment in associates.
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Equity investment at fair value through other
comprehensive income

We have not been able to obtain sufficient and appropriate
audit evidence in relation to the fair value of approximately
HK$15,375,000 and HK$14,965,000 of an equity
investment at fair value through other comprehensive
income as at 31 December 2021 and 2020, respectively are
fairly stated due to the ongoing litigation, the Company
could not obtain the financial information to measure the
fair value of such equity investment.

In addition, as stated in note 23 to the consolidated financial
statements, the Group had an other receivable amount of
approximately HK77,812,000 and HK$75,741,000 as at
31 December 2021 and 2020, respectively, resulting from
the profits guarantee arrangement which is secured by the
equity interest in the investment of the debtor. Since we
have not been able to obtain sufficient and appropriate
audit evidence of the fair value of such equity investment
and the financial ability of the debtor, we were unable
to satisfy ourselves as to the recoverability of such other
receivable as at 31 December 2021 and 31 December 2020.

Intangible assets

We have not been able to obtain sufficient and appropriate
audit evidence in relation to the carrying amount of
intangible assets of HK$nil as at 31 December 2021 and
2020 due to limited supporting documents provided for
key assumptions of the cash flow projection used for the
measurement of the fair value of the intangible assets.

Other receivables

We have not been able to obtain sufficient and appropriate
audit evidence in relation to the recoverability of other
receivables of approximately HK$51,678,000 and
$50,781,000 as at 31 December 2021 and 2020 respectively
due to limited information on the financial ability of
the debtors and whether such other receivables will be
recovered. We were also not able to satisfy ourselves as
to the impairment loss on value-added tax receivables
of approximately HK$3,957,000 for the year ended 31
December 2020 due to the limited information for utilising
such value-added tax receivables.
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6. Prepayment to a supplier

We were unable to obtain direct audit confirmation in
relation to the prepayment to a supplier and unable
to obtain sufficient and appropriate audit evidence to
ascertain whether such prepayment will be recovered,
given the recoverability of the prepayment is subject to the
outcome of any negotiations or litigations which are yet to
materialize, We were therefore not able to satisfy ourselves
as to (i) whether the carrying amount of the prepayment
to a supplier amounted to approximately HK$332,641,000
as at 31 December 2021 and 2020 are fairly stated; (i) the
recoverability of prepayment to a supplier of approximately
HK$332,641,000 as at 31 December 2021 and 2020; and
(iii) the existence and completeness of the disclosures of
contingent liabilities in relation to the prepayment to the
supplier.

7. Disposal of subsidiaries

We have not been able to obtain sufficient and appropriate
audit evidence to verify whether the Group’s loss on disposal
of subsidiaries of approximately HK3,875,000 and loss on
disposal of subsidiaries of approximately HK$949,000 for the
year ended 31 December 2021 and 2020 are fairly stated
due to limited financial information of disposed subsidiaries
provided by the management. We were also not able to
satisfy ourselves as to the accuracy of the disclosures in
relation to the disposal of subsidiaries.

Any adjustments to the figures as described above might have
a significant consequential effect on the Group’s financial
performance for the years ended 31 December 2021 and 2020
and the financial positions of the Group as at 31 December 2021
and 2020, and the related disclosures thereof in the consolidated
financial statements.

Responsibilities of Directors for the
Consolidated Financial Statements

The directors are responsible for the preparation of the
consolidated financial statements that give a true and fair view
in accordance with Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (the “"HKICPA") and the disclosure requirements
of the Hong Kong Companies Ordinance, and for such internal
control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.
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