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MBRE

Revenue WA

Gross profit EF

Profit for the year FRFHE

Profit for the year FRARRAEB AR
attributable to owners g

of the Company

Financial Highlights

Earnings per Ordinary TR AR e
Share

— Basic

— Diluted

Gross profit margin
(Note)

Profit margin for the
year (Note)

EME (f:2)

FEMEE (Hit)

6,406,681
748,979
263,422

256,612

HK cents
B

19.0
18.9

Percentage

Bk

11.7%

4.1%

6,102,638
727,322
332,753

325,833

HK cents
JEN

24 1
24.0

Percentage
2854

11.9%

5.5%

5%
3%
-21%

-21%

Percentage
BT

-21%
-21%

Percentage
point
B 7%

-0.2

1.4
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Financial Highlights
MBERE

Current assets RENEE 1,875,411 1,935,797 -3%
Total assets BEE 8,590,782 8,570,664 0%
Total equity arEL 2,320,551 2,285,986 2%
Current liabilities nBaE 4,051,960 3,788,969 7%
Total liabilities FEN= Ry 6,270,231 6,284,678 0%
Percentage
Percentage Percentage point
Bk AL A 778
Average finance costs FHEBEKR (A7)
(Note) 5.5% 4.6% 0.9
Return on average FHRRAERR (M)
equity (Note) 11.5% 14.6% -3.1
Note: Bzt -
Definitions EE
e Gross profit margin ¢ Average finance costs o EFFR o FFE A
Gross profit divided by Weighted average interest ESAUIEINIPN InEEFE R B
Revenue expenses divided by Weighted B LA DN - 15 15
average borrowings R
e Profit margin for the year ¢ Return on average equity o FERHR o FiRAMER
Profit for the year divided by Profit attributable to owners FEFEBRIA FRRREHEE A
Revenue of the Company during the A FEAG FIE BR AZR
year divided by Average NAEEE AEMS
equity attributable to T

owners of the Company
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Chairman’s Statement

EERE

On behalf of the board of directors (the “Board”) of Binhai
Investment Company Limited (the “Company”), | am
delighted to present the annual report of the Company
and its subsidiaries (collectively, the “Group”) for the year
ended 31 December 2023. The Group recorded a revenue
of approximately HK$6.41 billion for the year ended 31
December 2023 (2022: HK$6.10 billion), which represented
an approximately 5% increase compared with previous year.
Profit of the Group amounted to approximately HK$263
million for the year (2022: HK$333 million), representing a
decrease of approximately 21% from previous year.

PERFORMANCE REVIEW

In 2023, after the COVID-19 pandemic, the society in
Mainland China fully returned to normal. The results from
the policy of “stabilizing growth, employment and prices”
was apparent. The meeting of the Political Bureau of the
CPC Central Committee emphasized the adjustment and
optimization of the real estate policy and the expansion
of domestic demand, laying a solid foundation for the
annual economic and social development targets.
Many places in China have promoted the price linkage
mechanism for natural gas, and the policy of upstream-
downstream pricing-rationalisation mechanism has been
implemented in various places to make the adjustment of
residential gas prices possible, with the aim of fixing and
stabilizing the price difference of natural gas to alleviate the
procurement pressure on city gas enterprises. According
to the report of the National Energy Administration, natural
gas consumption in China reached 394.53 billion cubic
meters in 2023, representing a year-on-year increase of
7.6%. The international natural gas market was affected by
factors such as the slowdown in global economic growth,
high inventories in Europe and the United States, and the
weakening of the marginal effect of geopolitics on the
international energy market. In contrast to the tight supply
and demand situation in the previous year, the overall
supply and demand of natural gas tend be balanced, with
price fluctuations narrowing and stabilizing. In a complex
and volatile business environment, the Group adopted a
flexible operation approach and achieved growth in both
revenue and gross profit, contributing to a significant uplift in
profitability.
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Chairman’s Statement

EERE

In the area of enterprise operations, during 2023, total
gas sales of the Group reached a record high, exceeding
2.2 billion cubic metres, of which piped natural gas sales
reached 1.61 billion cubic metres, a year-on-year increase
of 12%, while gas passing through reached 0.61 billion
cubic metres, a year-on-year increase of 2%. Among total
gas sales, the proportion of industrial and commercial
customers exceeded 85%, indicating a clear advantage in
customer structure. The number of regular customers from
the construction and installation of gas engineering works of
the Group increased by about 100,000, with an aggregate
number of customers amounted to about 2,399,000. On the
other hand, the Group’s value-added business continued
to grow rapidly, with gross profit increased year-on year
by 44%, driving an upward breakthrough in profitability.
The natural gas trading business has launched officially,
contributing to gas trading volume of 0.059 billion cubic
metres, achieving gross profit of approximately HK$3 million.

Following the entering into the “Framework Agreement on
Promoting High-quality Development of Binhai Investment” in
2022, the two major shareholders, Tianjin TEDA Investment
Holding Company Limited*(“TEDA”) and Sinopec Natural Gas
Co., Ltd* (“Sinopec”), went on to enter into the “Framework
Agreement on Further Supporting the Improvement of
the Industrial Chain of Binhai Investment” in mid-2023,
proactively supporting the Group’s efforts in optimising
its industrial chain and expediting the promotion of the
Group as a strategic platform for the development of clean
natural gas energy for TEDA and Sinopec. Driven by the
strategic agreements, the two major shareholders continued
to honour their commitments under the agreements and
comprehensively deepened their strategic co-operation,
while at the same time the Group demonstrated its efforts
in optimising its business development and in the area of
integrated energy. In 2023, TEDA supported the Group in
entering into the Cooperation Framework Agreement for
the Construction and Operation of Integrated Smart Energy
in relation to the TEDA Science and Technology Innovation
City project. By entering into the Strategic Cooperation
Framework Agreement with Tianjin TEDA Urban Renewal
Construction Development Company Limited*, the Group
has applied its expertise in the construction and operation of
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Chairman’s Statement

EERE

integrated energy and distributed energy. In respect of the
support from Sinopec, the Group successfully acquired a 2%
equity interest in Sinopec Tianjin LNG Co., Ltd.* (“Sinopec
LNG”) and obtained the corresponding peak-shaving
capabilities and window period for gas resource trading in
accordance to its proportional of equity interest. The Group
further entered into a deepening cooperation agreement
with Sinopec with a plan to expand its shareholding in
Sinopec LNG, for the continued support to the Group in
optimising the upstream and downstream industrial chain,
which will help reduce gas procurement costs and enhance
profitability. The Group entered into a strategic cooperation
agreement with Sinopec Great Wall Gas Investment Co.,
Ltd, a subsidiary of Sinopec, in relation to the establishment
of the Southern Group to promote the Group’s development
in the market of southern region. Meanwhile, it also entered
into a cooperation framework agreement in integrated
energy projects with Sinopec New Star (Tianjin) New
Energy Company Limited*, to promote cooperation in the
areas of integrated energy management, integrated energy
development and construction.

Apart from the combined efforts of the two major
shareholders in promoting the development of the Group,
the Group continued to make efforts in opening up the
upstream and downstream industrial chain and had gained
positive progress in 2023. After the formal operation of
Shenzhen Binhai Energy Co. Ltd., an energy supply chain
company specialising in natural gas trading, the Group
has successively entered into a strategic cooperation
framework agreement and a terminal sales agreement with
Beijing Gas Group (Tianjin) Natural Gas Sales Company
Limited* (“Beijing Gas Tianjin”), a wholly-owned subsidiary
of Beijing Gas Group Co. Ltd.” (“Beijing Gas Group”), to
expand and optimise the Group’s upstream gas source
structure as well as to strengthen co-operation in the
terminal market. The Group also obtained the support of
Sinopec in regard to the cross-regional co-ordination and
transfer of gas source indicators, and successfully realised
the incremental production of 300,000 cubic metres for
the daily gas consumption of the Qinhuangdao Yaohua
Glass Project. The series of co-operation demonstrated the
Group’s increased advantage in the upstream resources, the

Binhai Investment Company Limited &/§18& B R A @
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Chairman’s Statement

EERE

ability to expand the market in new regions while reducing
the overall procurement costs of gases, as well as the
continuous optimisation and development of its upstream
and downstream integrated supply chain system.

In terms of business expansion, the Group has also made
great effort in the supply of natural gas to the power plant of
Tianjin Junliangcheng Power Generation Company Limited
and in other projects, leading to a steady increase in the
volume of gas supplied by the Group. While the property
market in China has yet to recover, thereby affecting
the performance of the industry’s pipeline connection
businesses, the Group has nevertheless continued to make
breakthroughs in the area of value-added businesses, which
have become new business growth points and opened up
new profit highs.

As a leading player in the market, the Group shoulders
its corporate social responsibility and is committed to
energy conservation and emission reduction, ensuring
a stable supply of natural gas, and making continuous
contributions to achieve “carbon peaking and carbon
neutrality”. During the year, in incidents such as the flooding
disaster in Zhuozhou City, Hebei Province and the ground
subsidence disaster in the Balitai area of Jinnan District,
Tianjin, the Group timely activated emergency response
plans, cooperated with the government and various parties
to remove potential safety hazards, repair damaged gas
supply facilities, and provided safe and stable gas supply to
customers in the shortest possible time, which was praised
by both the government and the customers. In the winter
of 2023, a cold wave and snowstorm hit northern China,
resulting in a sudden drop in temperature and the volume
of gas supplied on a single day exceeded the historical
peak, making it a major challenge to ensure the safe and
stable supply of gas to customers. The Group took the
heavy responsibility and successfully completed all tasks
including coordination of gas resources and securing the
safety of facilities and equipment to ensure gas supply. The
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Chairman’s Statement

EERE

Group’s emphasis on corporate social responsibility has
gradually gained recognition from the industry and various
sectors. During the year, the Group was awarded the “Social
Responsibility Award of the Year” in the “Guruclub Greater
China Best Listed Company Awards”, the “Best Small
and Mid-Cap Enterprises” and the “Best ESG Company
Award” at the “8th Zhitong Financial Capital Market Annual
Conference and Listed Company Award Ceremony” in
recognition of the management team’s dedication and care
for the community over the years.

PROSPECTS

Stepping into the year 2024, the Organisation for Economic
Co-operation and Development (OECD) forecast a growth
rate of 4.7% for China’s economy. The Central Economic
Work Conference put forward a series of strategies,
including seeking progress while maintaining stability,
promoting stability through progress, and establishing the
new before abolishing the old, emphasising the need to
strengthen counter-cyclical and cross-cyclical adjustments
in macro policies, and to continue to implement proactive
fiscal policies and sound monetary policies. The Group
believes that with the government’s multi-pronged approach,
the industries will obtain favourable development. The
government’s continuous promotion of the construction of
a natural gas production, supply, storage and marketing
system, and its commitment to maintaining the supply of
natural gas, stabilising and rationalising the price of natural
gas, will promote the high-quality development of the natural
gas industry. The China-Russia East-Route Natural Gas
Pipeline Project has been completed and is expected to
reach its full capacity of 38 billion cubic metres by 2025.
Demand for natural gas in Mainland China will continue to
grow at a rapid pace due to the easing of natural gas prices
and the recovery of the domestic economy. According
to ICIS forecasts, China’s LNG imports will rebound from
more than 70 million tonnes in 2023 to 80 million tonnes in
2024, surpassing the 2021 record of 78.79 million tonnes.
The energy sector is poised for another record year in
2024 as the supply and demand situation for natural gas
improves this year. The Group will also pay close attention to
geopolitical risks and market conditions to ensure a healthy
development of the Company.
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Chairman’s Statement

EERE

The Group has always been committed to becoming
an advocate and supplier of integrated energy in China,
focusing on providing industrial and commercial users as
well as urban residents with a full range of safe, reliable and
environmentally friendly energy solutions. In 2024, the Group
will continue to excel in its core business of gas supply,
actively explore pipeline gas and pipeline transmission
customers through the gradual formation of an integrated
upstream and downstream supply chain, to continuously
reduce gas procurement costs and enhance profitability.
In addition, the Group will continue to develop diversified
value-added businesses, which are expected to drive the
rapid growth for the Group in the coming years. The Group
will continue to demonstrate its true nature as a state-
owned enterprise and fulfil its mission of green development
while steadily pursuing business excellence. The Group will
proactively respond to the nation’s clean energy development
strategy and the “Double Carbon Target”, proactively seize
the opportunities arising from the restructuring process,
systematically push forward the “Double Carbon” initiative
by comprehensively uplift its management standard, to
create a green and low-carbon value chain. With the support
of our shareholders and governments at all levels, we will
grasp the opportunities for market-oriented reforms during
the “14th Five-Year Plan” period, focus on the revenue
growth of our main business, further consolidate our core
role as a stabilizer of the industry, extend the industrial chain
relying on our main business, and proactively develop value-
added services and the integrated energy business. Through
deep exploration of the core market and creation of new
growth points of profit to achieve sustainable development,
the Group will strive to bring substantial return to the
investments of the shareholders.
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Chairman’s Statement

EERE

On behalf of the Board, | hereby extend my sincere gratitude
to the shareholders, customers, staff, business partners
and other stakeholders for their strong support towards the
Group.

On behalf of the Board
Binhai Investment Company Limited

Hu Hao
Chairman of the Board

Hong Kong, 25 March 2024
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Management Discussion and Analysis

BEEENWEDT N

BUSINESS REVIEW

The Group is principally engaged in the sales of piped
natural gas and the provision of construction and gas
pipeline installation service and gas passing through service.

Sales of Piped Natural Gas

For the year ended 31 December 2023, consumption
of piped natural gas by domestic and industrial users
amounted to approximately 11,528 x 10% and 45,006 x
10® mega-joules respectively, as compared to 11,390 x
10% and 38,941 x 10% mega-joules respectively for the
year ended 31 December 2022. During the year, income
of the Group from sales of piped natural gas amounted
to HK$5,850,142,000, representing an increase of
HK$469,736,000 or approximately 9% compared to the
amount of HK$5,380,406,000 recorded for the year ended
31 December 2022.

Construction and Gas Pipeline Installation Service

The Group constructs gas pipelines for its clients and
connects such pipelines to the Group’s main gas pipeline
networks. The Group then charges construction and
gas pipeline installation service fees from industrial and
commercial customers, property developers and property
management companies. As at 31 December 2023, the
aggregate length of city medium-pressure gas pipeline
networks was approximately 3,891 kilometres, representing
an increase of 170 kilometres from the length of 3,721
kilometres as at 31 December 2022, while the aggregate
length of city high-pressure and sub-high-pressure gas
pipeline networks was approximately 649 kilometres,
representing an increase of 1 kilometres from the length
of 648 kilometres as at 31 December 2022. For the year
ended 31 December 2023, income of the Group from
construction and gas pipeline installation service amounted
to approximately HK$504,871,000, representing a decrease
of HK$141,964,000 or approximately 22% compared to the
amount of HK$646,835,000 recorded for the year ended 31
December 2022.
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Gas Passing Through Service

The Group transports gases for clients through gas pipeline
networks and charges passing through fees. For the year
ended 31 December 2023, the volume of gases transported
by the Group for its clients amounted to 606,746,516
cubic metres and gas passing through service income
amounted to HK$51,668,000, representing an increase of
approximately HK$564,000 or approximately 1% compared
to the amount of approximately HK$51,104,000 recorded
for the year ended 31 December 2022.

Property Development

As at 31 December 2023, the Group held a piece of land
under development of approximately 15,899.6 square
metres located to the east of Central West Road, west of
Central Road, north of Xi San Road and south of Xi Er Road
in the Tianjin Airport Economic Area in the Binhai New Area
of the PRC, under land use rights for commercial use for a
term of 40 years from 31 December 2009.

In view of the Group’s current strategic direction which
focuses on the development of the gas business, the Group
plans to dispose of the above property under construction.

Binhai Investment Company Limited &/§18& B R A @

RAREW R

AEBRBBMRE BRBRRAF&ER
RUEWBMEBE BHE_T-_=F+=
A=+—BLFE *&EERBEIEAR
606,746,516 32 /7K + KA RE & R 7%
WA 4% 51,668,00087C BEE-Z
T+ A=+ HIEFEHEFZY
51,104,000 /% JT & 11 #) 564,000 % 7T =X
NI 1% ©

it B T

R-E_=F+_A=+—H A%H
FELERTRAESTR 2 RREEABL
EE UESTRAKUAR - FOKNE
ATE - E=B AL - BB 3B LARS - R
#)/315,899.6F KM — B R P +
o REIMERESHERS  ERF
RE_ZZhF+_A=+—HER/H
PO +4F o

EH)‘EA$‘$I BRI RMAEBOE
BT REBFEHENLERDY
o,



Management Discussion and Analysis

BEEENWEDT N

FINANCIAL REVIEW

Gross Profit Margin

Gross profit of the Group for the year ended 31 December
2023 was approximately HK$749 million (2022: HK$727
million) and the gross profit margin for the Group was
approximately 12% (2022: 12%).

Administrative Expenses

Administrative expenses of the Group for the year ended
31 December 2023 was approximately HK$350 million,
representing an increase of approximately HK$35 million or
11% compared to approximately HK$315 million for the year
ended 31 December 2022, which was mainly attributable to
an increase in research and development expenses.

Profit Attributable to Owners of the Company

Profit attributable to equity owners of the Company for
the year ended 31 December 2023 was approximately
HK$257 million, as compared to approximately HK$326
million for the year ended 31 December 2022. The decrease
in profit attributable to owners of the Company was
mainly attributable to an increase in finance costs. Due
to the continuous increase in Secure Overnight Financing
Rate (“SOFR”) during the year, the finance costs of US$
syndicated borrowing increased.

Basic earnings per share for the year ended 31 December
2023 was HK$19.0 cents, as compared to HK$24.1 cents
for the year ended 31 December 2022.
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Liquidity and Financial Resources

As at 31 December 2023 the total borrowings of the Group
amounted to approximately HK$3,905,630,000 (2022:
HK$3,904,259,000) and the cash and bank deposits of
the Group amounted to approximately HK$946,324,000
(2022: HK$1,018,114,000), which included cash and
cash equivalents of approximately HK$808,364,000, term
deposits of approximately HK$127,035,000 and restricted
cash of approximately HK$10,925,000. As at 31 December
2023 the Group had consolidated current assets of
approximately HK$1,875,411,000 and its current ratio was
approximately 0.46. As at 31 December 2023 the Group had
a gearing ratio of approximately 56%. This ratio is calculated
as net debt divided by total capital. Net debt is calculated
as total borrowings (including current and non-current
borrowings and lease liabilities as shown in the consolidated
statement of financial position) less cash and cash
equivalents and term deposits. Total capital is calculated by
adding total equity and net debt.

Borrowings Structure

As at 31 December 2023 the total borrowings of the
Group amounted to approximately HK$3,905,630,000
(2022: HK$3,904,259,000). Syndicated borrowing was
denominated in USD, carrying the interest at the rate of
2.6% plus SOFR per interest period. Secured borrowings
from PRC banks were denominated in RMB and carried
interest rates from 3.00% to 5.00% per annum. Unsecured
borrowing from bank was denominated in HK$, carrying
interests at rates of 2.35% plus Hong Kong InterBank
Offered Rate (“HIBOR”). Other secured borrowings carry
interests at the rates ranging from 4.10% to 4.25% per
annum. As at 31 December 2023 short-term borrowings and
the current portion of long-term borrowings amounted to
approximately HK$1,846,244,000, while the remainder were
long-term borrowings falling due after one year or above.
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Directors’ Opinion on Sufficiency of Working Capital

As at 31 December 2023 the Group’s current liabilities
exceeded its current assets by approximately
HK$2,176,549,000. The Group’s ability to continue as a
going concern largely depends on the sufficiency of financial
resources available to the Group. The Directors are of the
view that the Group will have sufficient working capital to
meet its financial obligations as and when they fall due in the
next twelve months from 31 December 2023.

Exposure to Exchange Rate Fluctuations

The majority of the Group’s transactions are denominated
in the functional currency of the respective group entities.
Part of the deposits and bank borrowings of the Group are
denominated in HK Dollars and US Dollars which expose
the Group to certain foreign currency risks. For the year
ended 31 December 2023 net foreign exchange loss for
the financing activities amounted to approximately HK$32
million. The Group does not currently have a foreign currency
hedging instrument. However, the management of the
Company has been monitoring foreign exchange risks and
will consider hedging significant foreign currency exposure
should the need arise.

Charge on the Group’s Assets

As at 31 December 2023 the Group had restricted cash of
HK$10,925,000 (2022: HK$172,864,000). The net carrying
amount of pipelines and equipment as at 31 December 2023
amounting to approximately HK$701,867,000 were pledged
as security for the borrowings.

Contingent Liabilities

As at 31 December 2023 the Group did not have any
significant contingent liabilities.
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EMPLOYEES

As at 31 December 2023 the Group had 1,752 employees
(2022: 1,722 employees). For the year ended 31 December
2023 the salaries and wages of the employees amounted to
approximately HK$222 million (2022: HK$216 million) and
among these, approximately HK$58 million were recorded in
research and development expenses (2022: HK$42 million).

REMUNERATION POLICY

The remuneration of the employees of the Group is
determined by reference to the market rates, and the
performance, qualification and experience of the relevant
staff. Also, a discretionary bonus based on individual
performance during the year is distributed to reward the
contributions of employees to the Group. The Group also
provides training opportunity and other benefits to its
employees, including pension insurance, unemployment
insurance, injury insurance, medical insurance, maternity
insurance and housing fund, etc. In addition, a share option
scheme was adopted on 13 January 2021 as an incentive
and award plan for senior management and personnel of the
Group.
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Corporate Governance Report

TREGHRE

The Board is pleased to present the corporate governance
report of the Company for the year ended 31 December
2023.

CORPORATE GOVERNANCE
PRACTICES

The Board is in charge of the management of the entire
business of the Group and assumes overall responsibility
for the leadership and control of the Group, collectively
responsible for promoting the success of the Group through
giving instructions and supervising its business. The Board
believes that good corporate governance practices would
strengthen investors’ confidence, facilitate the development
of the Group, and increase transparency of the operation
of the Group, all of which are in the long term interest
of the Group and the shareholders of the Company (the
“Shareholders”). For the year ended 31 December 2023,
the Company had fully complied with the code provisions as
set out in Appendix C1 (Corporate Governance Code) (the
“CG Code”) of the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchange of Hong Kong
Limited (the “Hong Kong Stock Exchange”).

SECURITIES TRANSACTIONS BY
DIRECTORS

The Company adopted a code of conduct regarding
securities transactions by Directors on terms no less
exacting than the required standard of dealings as set out
in the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) under Appendix C3
to the Listing Rules. Trading of securities by Directors
shall be approved by the chairman of the Board and shall
be conducted in accordance with the time frame and the
number of securities approved.

All Directors have confirmed, following specific enquiries by
the Company, that they complied with the required standard
of dealings as set out in the Model Code and the Company’s
code of conduct regarding Directors’ securities transactions
throughout the year ended 31 December 2023.
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COMPANY’S CULTURE

The Company is committed to developing a culture that is
built on its purpose, value and strategy set out below: —

— Purpose: To become a comprehensive energy
advocator and operator in mainland China;

— Value: Continuously promote and provide high-quality
clean energy services to its customers, actively expand
corporate scale, improve quality of operations, and
achieve mutual benefit and harmonious development
with its Shareholders, investors, customers and the
government;

— Strategy: Intensively cultivate the main business of
natural gas, all-round optimization of the upstream and
downstream industrial chain, and accelerate the study
on the layout of comprehensive energy and smart
energy.

THE BOARD

As at the date of this report, the Board comprises nine
Directors including three executive Directors, namely Mr.
HU Hao (Chairman), Mr. WANG Xin (Vice Chairman) and Mr.
GAO Liang (General Manager), two non-executive Directors,
namely Mr. SHEN Hong Liang and Mr. YU Ke Xiang, and
four independent non-executive Directors, namely Mr. IP
Shing Hing, BBS, J.P., Mr. LAU Siu Ki, Kevin, Professor
Japhet Sebastian LAW and Dr. TANG Lai Wah. Detailed
information of the Directors is set out in the section titled
“BIOGRAPHICAL INFORMATION OF DIRECTORS AND
SENIOR MANAGEMENT” herein.
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It is a principle under the CG Code that the Board
should have a balance of skills, experience and diversity
of perspectives appropriate to the requirements of the
Company’s business. It should ensure that changes to its
composition can be managed without undue disruption.
It should include a balanced composition of executive
and non-executive directors (including independent non-
executive directors) so that there is a strong independent
element on the board which can effectively exercise
independent judgment. Non-executive directors should be of
sufficient caliber and number for their views to carry weight.

There are no financial, business, family or other material/
relevant relationships among the Board members (including
between the Chairman and the General Manager).

The Company has established the following mechanisms to
ensure that independent views and input are available to the
Board: —

— the Board shall ensure the appointment of at least three
independent non-executive Directors and at least one-
third of its members being independent non-executive
Directors; and

— the Board and its committees may seek independent
professional advice at the Company’s expense on
matter in connection with the discharge of their duties
and responsibilities.
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The Board is responsible for the overall management of
the Company, undertaking the responsibility to lead and
administer and to promote the success of the Company
through providing direction and supervision. All the Directors
are bound by their duties to act in the interests of the
Company to make an objective decision. The Board is
responsible for the major affairs of the Company, including
the approval and supervision of all major policies, overall
strategies, risk management and internal control systems,
material transactions (in particular transactions which
may involve a conflict of interests), financial information,
appointment of Directors and other material financial and
operational matters. The management is responsible for
the Group’s day-to-day management, administration and
operations. Material transactions to be entered into by the
Group are subject to approval of the Board.

A total of seven Board meetings were held during the year
ended 31 December 2023 to discuss and decide on the
Company’s major strategies, important business matters,
financial issues and other matters set forth in the Company’s
bye-laws. A summary of the Directors’ attendance at such
meetings is as follows:
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Mr. HU Hao (Chairman)

EEE (FE)

Mr. WANG Xin (Vice Chairman) (appointed on 19 July 2023)
TERE (FEE)( RZF-_=F+A+NHEZ)

Mr. ZUO Zhi Min (Vice Chairman) (resigned on 19 July 2023)
EERKE (FEE)(R=_F-_=ZF+HA+1AET)

Mr. GAO Liang (General Manager)

=i (HEAEEE)

7/7 100%
1/3 33%
4/4 100%
7/7 100%
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Mr. WANG Gang (resigned on 25 March 2024) 3/7 43%
FR%E (RZFZWE=H=+7 HEE)

Mr. SHEN Hong Liang a4/7 57%
st

Mr. YU Ke Xiang 77 100%
TRERE

Mr. IP Shing Hing, BBS, J.P. 7/7 100%
BB RENEHEE K FH1

Mr. LAU Siu Ki, Kevin 6/7 86%
BIBESLAE

Professor Japhet Sebastian LAW 6/7 86%
DG IT

Dr. TANG Lai Wah (appointed on 12 May 2023) 4/4 100%

BWEER LT (R-F-—=—FaA+-HEZT)
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DIRECTORS’ TRAINING EEE

CG Code C.1.4 requires that all directors should participate ¥ E/ATRICA4BKMBEESESH
in continuing professional development, develop and %igii?%?é@ BRI E AN H NI
update their knowledge and skills in order to ensure CARREEETEBEEZEEN LY
that they contribute to the Board with comprehensive {:\lﬁﬁﬁ«aﬂmﬁ/RT“ﬂ‘i%Q{’Eﬁ/ﬁk %
information and as and when required. The issuer shall be TTABEBELRHAEMBZIILIRHEH
responsible for arranging and funding appropriate training, &% URKEYEEZE FTARESZHNA
placing appropriate emphasis on the roles, functions and & * Bige R ET ©

responsibilities of directors of the listed company.

Record of training received by each Director during the year #BZE_ZT_=F+_-_A=+—HBIF

ended 31 December 2023 is summarized below: B BRNEFEMEXEGEEE W
B

Mr. HU Hao A B

ERVESEAE

Mr. WANG Xin (appointed on 19 July 2023) A

FEEE (RZFE_=F+ATNHEZF)

Mr. ZUO Zhi Min (reS/gned on 19 July 2023) C
EEREE (RZFEZ=F+HTHEE)

Mr. GAO Liang A

SEpp s

Mr. WANG Gang (resigned on 25 March 2024) A B

EMSEE (RZFZmF=H_+7HET)

Mr. SHEN Hong Liang A

Pt

Mr. YU Ke Xiang A

TrReEgEE

Mr. IP Shing Hing, BBS, J.P. D, E

ERBRENEAEE - X F#H1

Mr. LAU Siu Ki, Kevin D, F

BIBERE

Professor Japhet Sebastian LAW A G

B SRR

Dr. TANG Lai Wah (appointed on 12 May 2023) A H

BBEEL (R -_F_=FaH+_HEZF)
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A. Attended Environmental, Social and Governance 2023
(ESG) Special Training provided by the Company

B. Attended 2023 Safety Production Conference

C. Attended 2023 Forum on Analysis of Production and
Economy provided by China Petroleum & Chemical
Corporation Natural Gas Branch Company

D. Attended Independent Non-executive Director Forum
organized by KPMG

E. Attended Hong Kong Tax Regulation Outlook and
Prioritize provided by PwC

F.  Attended Annual Conference organized by the
Association of Chartered Certified Accountants

G. Attended Paperless Regime for Listed Companies
and Other Listing Rules Updates organized by Regal
Holdings Co. Ltd.

H. Attended “CPA Congress 2023” organize by Hong
Kong Institute of Certified Public Accountants

CHAIRMAN OF THE BOARD AND
GENERAL MANAGER

Mr. HU Hao is the chairman of the Board (“Chairman”) and
Mr. WANG Xin is the vice chairman (“Vice Chairman”). Mr.
GAO Liang is the general manager (“General Manager”).
The Chairman and the Vice Chairman are primarily
responsible for leading the Board and ensuring the effective
operation of the Board, while the General Manager is
primarily responsible for the day-to-day operations of the
Company. Such distinction between the respective roles
and responsibilities of the Chairman, Vice Chairman and
the General Manager is set out in the Company’s bye-
laws and the “Regulation on Operation of the Board and its
Committees” of the Company.
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TERM OF OFFICE AND RE-ELECTION

Independent non-executive Directors have a term of office of
two years and non-executive Directors have a term of office
of three years, both subject to retirement by rotation and re-
election at the annual general meeting of the Company in
accordance with the Company’s bye-laws.

GENERAL MEETINGS

The Company held an annual general meeting (the “2023
AGM”) and a special general meeting (the “SGM”) in 2023.

At the 2023 AGM, a separate resolution was proposed by
the Chairman in respect of each separate issue, including
the re-election of each of Mr. HU Hao, Mr. SHEN Hong
Liang, Mr. IP Shing Hing, BBS, J.P. and the election of Dr.
TANG Lai Wah as a new Director. The representative of the
external auditor of the Company attended the 2023 AGM.

At the SGM held in September 2023, independent non-
executive Directors were available to answer questions
at the SGM for approval of the connected transactions in
relation to the receipt of financial assistance and provision of
security.

The chairman of the 2023 AGM and the SGM had explained
the procedures of conducting a poll during such meetings.
All resolutions proposed at the 2023 AGM and the SGM
were voted by way of poll. All the votes casted at the 2023
AGM and the SGM were properly counted and recorded.
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The following table sets out details of the Directors’ TXHI TEHE_ZT_=F+_A
attendance of the general meetings of the Company for the =+T—HIEFEEEHFARAFREKR
year ended 31 December 2023: FHES

Mr. HU Hao 1/1 1/1 100%
ERE

Mr. WANG Xin (appointed on 19 July 2023) N/A 11 100%
ABRE (RZF-=F+AFNAEZH) TEH

Mr. ZUO Zhi Min (resigned on 19 July 2023) 11 N/A 100%
EERLE (R=ZFE-Z=ZF+A+NAFT) NiE R

Mr. GAO Liang 11 0/1 50%
Slpbitad

Mr. WANG Gang (resigned on 25 March 2024) 11 11 100%
TRIEE (R=ZF=ZmF=A=+AHHAFF)

Mr. SHEN Hong Liang 0/1 11 50%
SEp b

Mr. YU Ke Xiang 11 11 100%
TrELE

Mr. IP Shing Hing, BBS, J.P. 1/1 1/1 100%
RRELEMNEHER X FHL

Mr. LAU Siu Ki, Kevin 1/1 1/1 100%
AR ELE

Professor Japhet Sebastian LAW 11 11 100%
B HEHR

Dr. TANG Lai Wah (appointed on 12 May 2023) N/A 1/1 100%
BEERL (R_F-_=FAA+-HEZF) TEH
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NOMINATION COMMITTEE

The nomination committee of the Company (the “Nomination
Committee”) currently comprises four independent non-
executive Directors, namely Mr. IP Shing Hing, BBS,
J.P. (Chairman), Mr. LAU Siu Ki, Kevin, Professor Japhet
Sebastian LAW and Dr. TANG Lai Wah and an executive
Director, Mr. GAO Liang.

The Terms of Reference of the Nomination Committee
approved by the Board are available on the websites of the
Hong Kong Stock Exchange and the Company.

The main responsibilities of the Nomination Committee
include, but not limited to, the following:

1. reviewing the structure, size and composition (including
the skills, diversity, knowledge and experience) of the
Board and making recommendations on any proposed
changes to the Board to complement the corporate
strategy;

2. assessing the independence of independent non-
executive Directors and proposed independent non-
executive Directors;

3. identifying individuals suitably qualified to become
members of the Board and selecting or making
recommendations to the Board on the selection of
individuals nominated for directorships for approval by
the Board; and

4.  reviewing the board diversity policy and the nomination
policy of the Company, reviewing and updating the
objectives that the Board has set for implementing
such policies, and monitoring the progress on achieving
these objectives.
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Pursuant to the CG Code, the Company adopted a
nomination policy (the “Nomination Policy”) on 31 December
2018 which sets out the criteria and procedures to be
adopted when considering candidates to be appointed or
re-elected as directors of the Company. The nomination
procedures of the Nomination Committee include
identification and acknowledgement of qualified individuals
by the Nomination Committee, and review and approval of
such nominations by the Board. The Nomination Committee
will evaluate potential candidates considering factors such
as professional expertise, relevant experience, personal
ethics and integrity, as well as the board diversity policy
of the Company (the “Board Diversity Policy”) and any
measurable objectives adopted for achieving diversity on the
Board.

The Board Diversity Policy sets out the approach to achieve
and maintain diversity in the Board in order for the Board
to maintain a competitive advantage. The Company seeks
to achieve board diversity through the consideration of a
number of factors, including but not limited to the talents,
skills, regional and professional experience, cultural and
education background, age, gender and other qualities. The
Nomination Committee will consider and, if appropriate,
set measurable objectives to implement the Board
Diversity Policy and review such objectives to ensure their
appropriateness and ascertain the progress made towards
achieving those objectives. The Nomination Committee will
review the Board Diversity Policy and its implementation
from time to time to ensure its continued effectiveness.

PROGRESS ON AND STATUS OF
GENDER DIVERSITY

The Company has regularly scouted for potential successors
to the Board and pay attention to potential female
candidates as successors for its day-to-day management,
through monitoring director regulatory updates from the
Hong Kong Stock Exchange and the Securities and Futures
Commission, as well as inspecting announcements from
other companies in the same or similar industries relating
to director’s appointments and resignations. During the
year, the Company appointed a new female independent
non-executive director, and as at the date of this report the
Board already has one female Board member.
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As of 31 December 2023, the total number of male and
female employees (including senior management) of the
Group were 1,219 and 533 respectively, and the ratio of
male to female employees was around 2:1. As the Group
belongs to the gas industry and its main business is mostly
involved in labour intensive work such as engineering and
inspection, the proportion of male employees therefore
exceeds that of female employees.

At present, the gender workforce of the Group is suitable
for the Group’s operation and management, and the Group
consistently implements the management ideology of a
“fairness and impartiality, suitability for the job” during its
recruitment process, and promotes “recommending talents
and avoiding relations” as a principle for recruitment, so as
to ensure that every applicant has an equal opportunity, and
that talents are competing in a fair environment.

During the year, the composition of the Board had the
following changes. Dr. TANG Lai Wah was appointed on
12 May 2023. Mr. ZUO Zhi Min resigned on 19 July 2023
and Mr. WANG Xin was appointed on 19 July 2023. The
Nomination Committee assessed the new Directors (i.e. Mr.
WANG Xin and Dr. TANG Lai Wah) and the retiring Directors
(i.e. Mr. HU Hao, Mr. SHEN Hong Liang, Mr. IP Shing Hing,
BBS, J.P) respectively appointed by the Board and elected
and re-elected at the 2023 AGM on criteria such as integrity,
independence, experience, skill and ability to commit time
and effort to carry out their duties and responsibilities
effectively, and made recommendations to the Board
for approval of the appointment and re-appointment
respectively.

During the year ended 31 December 2023, two meetings
were held by the Nomination Committee. The Nomination
Committee mainly discussed the appointment of new
director and nomination of election of new director and
re-election of directors, reviewed the implementation
and effectiveness of the Board Diversity Policy and other
matters relating to committee responsibility and operating
mechanism as well as discussing areas to further utilize its
functions. Attendance of each member of the Nomination
Committee are set out as follows:

Binhai Investment Company Limited &/§18& B R A @

BE-_Z-_=€+-A=+—0" ' 4&&
EEZEE (BESAEERE) BARS
A A&1,219 A&533 A BL B
WE21 - HRAEEBRNREITE £
ERERIREESEHTERNTE
A BHEELHIEHNZERE -

B A 5 B 0 8 M B 2 A SR R
RETE - TARERBSBIET EHH
17 IRFAE EMER] HE2BE -
46 [ BB EHRIER - SRR
FEEBEDETERE  URASE
ATEFHHF -

RAFE EFQZEKEBUTEE -
HMEZEE+ N _T_=FR 5+ _HE
ZR EERAER-ZZE=-Z=F+A
THAEHFHE mMIBEER_FT ==
FtATNBEZT -REZEZHH
BEBBREFEZALHES (A1EE
EERBMBERBL) RRZTEZ=FR
RBFRG L ERRENEENRTES
(BNERME A ~ Rt oA - ERELAE
WEFEE X FHE) 2 W& B
MR BN REERAKEREAN
ERETEBRERETSHEZ RES
FRHERZ  HASNERBEZER
BT o

HE-_T-_=F+-_A=+—HLHF
B REZECEAMAEE 25
REATEERIRREREENEERE
B EEEFRSLEEENEHRME
Wit REESHEMEEKD - W
BB RHET THm e IRBEB
EEKEHEGRBLAOT



Corporate Governance Report

TREBHME

Mr. IP Shing Hing, BBS, J.P. (Chairman)
EXBERENEHES X FHL (£/E)

Mr. LAU Siu Ki, Kevin

BMERE

Professor Japhet Sebastian LAW

G AT €

Dr. TANG Lai Wah (appointed on 19 July 2023)
HEERL (R-ZF-_=F+HATNHEZE)
Mr. GAO Liang

SEapita

2/2 100%
2/2 100%
2/2 100%
N/A N/A
TE A i
2/2 100%

REMUNERATION COMMITTEE

The remuneration committee of the Company (the
“Remuneration Committee”) currently comprises four
independent non-executive Directors, namely Professor
Japhet Sebastian LAW (Chairman), Mr. IP Shing Hing, BBS,
J.P, Mr. LAU Siu Ki, Kevin and Dr. TANG Lai Wah.

The Terms of Reference of the Remuneration Committee
approved by the Board are available on the websites of the
Hong Kong Stock Exchange and the Company. The main
responsibilities of the Remuneration Committee include, but
not limited to, the following:

1. making recommendations to the Board on the
Company’s policy and structure for all Director’s
and senior management’s remuneration and on the
establishment of a formal and transparent procedure
for developing remuneration policy;
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2. reviewing and approving the management’s
remuneration proposals with reference to the Board’s
corporate goals and objectives;

3. making recommendations to the Board on the
remuneration packages of individual executive directors
and senior management; and

4.  reviewed and make recommendation on revision of
Terms of Reference.

During the year ended 31 December 2023, the Remuneration
Committee reviewed and approved the grant of an aggregate
of 39,833,234 share options to an executive Director and
eligible employees of the Group in April 2023, and the grant of
an aggregate of 4,005,503 share options to eligible employees
of the Group in December 2023. The Remuneration Committee
also reviewed and approved the satisfaction of the conditions
for vesting of 6,051,523 share options which were granted to
an executive Director and eligible employees of the Group on
13 January 2021.

The Remuneration Committee, consistent with the overall
objectives of the Share Option Scheme, sets the vesting
period, performance targets and clawback mechanism,
taking into account (a) the Group’s remuneration practices;
(b) the length of service, remuneration packages and
contributions of the Scheme participants; and (c) the
prevailing market practices and industry wide comparisons,
with a view to (i) further improving the governance
structure of the Company, and establishing a sound and
modern corporate system; (ii) promoting more focus of the
management team and key employees on the Company’s
operating performance and establishing a benefit sharing
and risk sharing mechanism among the Shareholders, the
Company and strategic investors; and (iii) establishing a
long-term and effective incentive mechanism to attract and
retain key talents and motivating the corporate vitality to
support the Company in achieving its strategic objectives.
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During the year ended 31 December 2023, five meetings
were held by the Remuneration Committee. During the year,
the Remuneration Committee discussed and approved the
remuneration policy, the revision of the terms of reference
of the committee, the vesting and exercise of the second
tranche of the first batch of the share options, the granting
of the second batch of the share options, reviewed the
remuneration system of individual directors and employees,
as well as the director’s fees, and made recommendations
to the Board on the director’s fees of the Directors during
the year. Attendance of each member of the Remuneration
Committee are set out as follows:

BHE-_ZT-_ZF+-_A=+—HULF
B FWEEEeRAAREE FR -
FHZ B oilm R EFTBEBUR - B3]
ZEe v RESE - F-HREHRE
FRRNEBRITE - FoRRES
ERET  HENESERES ZEH MG
B UREZHES  #THELS A
RERNFEZANESNESTHREMES
eRHIEZ FTHEESSKELFEE
FEBERIT

Professor Japhet Sebastian LAW (Chairman)

BRI (£E)

Mr. IP Shing Hing, BBS, J.P.
ERBRENEHES - X FH1

Mr. LAU Siu Ki, Kevin

BIBERE

Dr. TANG Lai Wah (appointed on 19 July 2023)
HWEERLT (R_ZF-_=ZFLAF+NHEZT)

5/5 100%
5/5 100%
4/5 80%
11 100%

The remuneration of senior management (including the
Executive Director and General Manager) by band for the
year ended 31 December 2023 is set out below:

BE-_Z-_=—F+-A=+—RHILEE
HE HERPBEaREEE (B8FEH
ITEEFRALE) NFMEZIT -

Nil to HK$1,000,000

0% 1,000,000 % 7T
HK$1,000,001 to HK$1,500,000
1,000,001 % 1,500,000 % 7T

Further particulars regarding Directors’ remuneration and
the five highest paid employees as required to be disclosed
pursuant to the Listing Rules are set out in Note 10 and
Note 41 to the financial statements.
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AUDIT COMMITTEE

The Company has established an audit committee (the “Audit
Committee”) in accordance with Rule 3.21 of the Listing
Rules. The Terms of Reference of the Audit Committee
approved by the Board are available on the websites of the
Hong Kong Stock Exchange and the Company. The main
responsibilities of the Audit Committee include, but not
limited to, the following:

1. primarily responsible for making recommendations to
the Board on the appointment, reappointment and
removal of the external auditor;

2. monitoring the integrity of the Company’s financial
statements, the annual report and accounts, half-year
report and quarterly report (if any); and

3. reviewing the Company’s accounting, financial and
internal controls, risk management systems on an
annual basis, and the adequacy of resources, staff
qualifications and experience of the Company in
relation to its performance in environment, social and
governance aspects.

The Audit Committee currently comprises four independent
non-executive Directors, namely Mr. LAU Siu Ki, Kevin
(Chairman), Mr. IP Shing Hing, BBS, J.P.,, Professor Japhet
Sebastian LAW and Dr. TANG Lai Wah, where Mr. LAU Siu
Ki, Kevin and Dr. TANG Lai Wah are qualified accountants.

Three meetings were held by the Audit Committee during the
year ended 31 December 2023. At the meetings, the Audit
Committee reviewed and discussed the following matters:

1. the audited annual results and financial statements of
the Group for the year ended 31 December 2022;

2. the unaudited interim results of the Group for the 6
months ended 30 June 2023;

3. financial reporting system and internal control
procedures;
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4. relationship with the external auditor including
introducing and discussing the scope of services
it offers and the arrangements of work of external
auditor;

5. review of the risk management and internal control
systems; and

6. function of corporate governance and relevant
disclosure policy of the Company.

The following table sets out the details of attendance of
each member of the Audit Committee at the meetings held
during the year ended 31 December 2023:

B
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B 71 48 A0 R 5 L A2 4 B BR 7% [ e
BETIEREE

5. ERRREELANIEZFE &

6. RBLEXRERBENMBERER
% o
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MTW&%V?E@ RERZE T
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25

Mr. LAU Siu Ki, Kevin (Chairman)

BIBESLE (£E)

Mr. IP Shing Hing, BBS, J.P.
BERBREFEFEE X FH1

Professor Japhet Sebastian LAW

PG AT

Dr. TANG Lai Wah (appointed on 19 July 2023)
HBEET (RZE-_=F+ATNHEZE)

3/3 100%
3/3 100%
3/3 100%
2/2 100%

The Audit Committee has also reviewed the audited annual
results of the Group for the year ended 31 December 2023,
the accounting principles and practices adopted by the
Group and discussed internal controls and financial reporting
matters. The Audit Committee considered that:

1. The Group’s accounting and management system
and controls procedures have been maintained at a
generally satisfactory and acceptable standard; and

2. The interim and annual financial statements of the
Group for the relevant reporting periods are complete
and accurate in all respects.
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RISK COMMITTEE

The Company established the Risk Committee (the “Risk
Committee”) in March 2016. The Risk Committee currently
comprises four independent non-executive Directors, namely
Mr. IP Shing Hing, BBS, J.P. (Chairman), Mr. LAU Siu Ki,
Kevin, Professor Japhet Sebastian LAW and Dr. TANG Lai
Wah and an executive Director, Mr. GAO Liang.

The main responsibilities of the Risk Committee include, but
not limited to, the following:

1. overseeing the development, implementation and
maintenance of the Company’s overall risk management
framework and its risk appetite, strategy, principles and
policies, to ensure that they are in line with relevant
requirements under the Listing Rules;

2. reviewing the scope and quality of the Company’s
ongoing monitoring of risk management system; and

3. considering or advising the Board on any other risk-
related matters of the Company.

During the year ended 31 December 2023, a meeting was
held by the Risk Committee. The Risk Committee mainly
discussed matters relating to the overview and assessment
of the Group’s principal risks. Attendance of each member
of the Risk Committee are set out as follows:
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Mr. IP Shing Hing, BBS, J.P. (Chairman)
BEXERENEHES X FHL (L/E)

Mr. LAU Siu Ki, Kevin

BIARESESE

Professor Japhet Sebastian LAW

G AT

Dr. TANG Lai Wah (appointed on 19 July 2023)
BBRESL (REE-=ZF+LAF+LAEST)
Mr. GAO Liang

EEpkia

1/1 100%
1/1 100%
1/1 100%
N/A N/A
@A NER
1/1 100%
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CORPORATE GOVERNANCE
FUNCTIONS

The Company has not established a corporate governance
committee and the corporate governance functions are
performed by the Audit Committee as set out in its terms of
reference. The Audit Committee had considered the policies
and practices for corporate governance as set out in the CG
Code, and reviewed the compliance with the CG Code and
the disclosures in this report.

DIVIDEND POLICY

The Board adopted a dividend policy for the Company
with effect from 1 January 2019 (the “Dividend Policy”).
According to the Dividend Policy, the Company may from
time to time declare dividend to be paid to the Shareholders
up to the amount recommended by the Board. When the
Company determines whether to declare any dividend and
the amount of dividend to be declared, the Board will take
into account a number of factors, including but not limited
to:

1. the actual and expected financial performance of the
Group;

2. retained earnings and distributable reserves of the
Company and each of the members of the Group;

3. the level of the Group’s debts to equity ratio, return on
equity and the relevant financial covenants;

4. any restrictions on payment of dividends that may be
imposed by the Group’s lenders;

5. the Group’s expected working capital requirements and
future expansion plans;
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6. general economic conditions, business cycle of the
Group’s business and other internal or external factors
that may have an impact on the business or financial
performance and position of the Group; and

7. any other factors that the Board deems appropriate.

The Company does not have any pre-determined dividend
payout ratio. The declaration, recommendation and/
or payment of dividends of the Company shall be at the
discretion of the Board. The Board endeavors to maintain a
balance between meeting the Shareholders’ expectations
and prudent capital management with a sustainable dividend

policy.

AUDITOR’S RESPONSIBILITY AND
REMUNERATION

The statement of responsibility to the financial statements by
PricewaterhouseCoopers, the external auditor of the Group,
is set out in the section of “INDEPENDENT AUDITOR’S
REPORT” on pages 109 to 120 of this Annual Report. The
remuneration for the audit services provided by the external
auditor of the Group in respect of the year ended 31
December 2023 amounted to RMB3.15 million. For the year
ended 31 December 2023, the total service fees provided by
the external auditor of the Group to the Group in relation to
Environmental, Social and Governance Report amounted to
RMB270,300.

DIRECTORS’ RESPONSIBILITY ON
THE CONSOLIDATED FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for the
preparation and the true and fair presentation of the
consolidated financial statements for the year ended 31
December 2023 in accordance with statutory requirements
and applicable standards.
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The Directors consider that in preparing the financial
statements, the Group has adopted appropriate accounting
policies that are consistently applied, and that all applicable
accounting standards are followed. The Directors are
responsible for ensuring that the Group had kept the
accounting records, which disclose with reasonable
accuracy the financial position of the Group, and facilitate
the preparation of the financial statements in accordance
with the applicable accounting standards.

As at 31 December 2023, the Group’s current liabilities
exceeded its current assets by approximately HK$2,177
million. The Group’s current liabilities as at 31 December
2023 primarily included trade and other payables, contract
liabilities and current borrowings of approximately HK$1,324
million, HK$822 million and HK$1,846 million, respectively.
Among these, syndicated borrowings of approximately
US$114 million (equivalent to approximately HK$889 million)
will mature on 10 June 2024.

The management of the Company has concluded that the
Group will have sufficient financial resources to support
its operations and to meet its financial obligations and
commitments as and when they fall due in the twelve
months from 31 December 2023 based on the following
considerations: 1) the Group will remain profitable and
generate net cash from its operations; 2) the Group has
entered into a term loan facility agreement with syndicate
formed by several banks provided a multi-currency term loan
facility of US$110 million and RMB284 million (equivalent
to approximately HK$1,168 million); and 3) the Group has
already arranged or secured other loan facilities totaling
approximately RMB1,281 million (equivalent to approximately
HK$1,409 million) from certain banks and other financial
institutions which are readily available for the Group as of the
date of approval of these consolidated financial statements.

The Directors have reviewed the management’s assessment
together with the underlying basis and are satisfied that it is
appropriate to prepare the consolidated financial statements
on a going concern basis.
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RISK MANAGEMENT AND INTERNAL
CONTROL

The Board has overall responsibilities for maintaining and
reviewing the effectiveness of the Group’s risk management
and internal control systems. The risk management and
internal control systems are to safeguard the assets of the
Group and the Shareholders’ investment and to ensure the
reliability of financial reporting as well as compliance with
the relevant requirements of the applicable rules of the Hong
Kong Stock Exchange.

During the year ended 31 December 2023, the management
of the Company provided training to the internal audit team,
accounting team and operation team, so as to ensure
effective implementation of the risk management and internal
control systems and procedures. The Audit Committee paid
great attention to risk management and internal controls and
made efforts to improve the risk management and internal
control systems during the year ended 31 December 2023.

In 2023, the Company’s internal control work continued
to adhere to the principle of “monitoring, service and
leadership”, by improving various work mechanisms and
results, perfecting the construction of the internal control
and compliances ecognizedtimising the control environment,
strengthening risk assessments, enhancing efficiency and
effectiveness of control activities, opening up information
and communication channels, reinforcing the auditing
supervision and corrective actions, and consolidating the
“Three Lines of Defence” in risk management, thus laying
a solid foundation for the construction of a first-rated listed
company.
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In terms of internal control and risk management, the
Company has fully launched and focused on business
process improvement projects and established an ongoing
process optimisation mechanism, in order to continuously
reach and improve process objectives, enhance the
efficiency and effectiveness of processes, and improve
quality and efficiency in the management process. In 2023,
the Internal Control and Compliance Manual Update Project
was launched, systematically sorting out and updating
control objectives, compliance and internal control regulatory
requirements, risk information and control measures,
producing contents for the list of control authority and the
list of incompatible duties, which resulted in enhanced
awareness of internal control responsibilities for all staff in
the process. The “System Management Measures” ({#|Z
EIBYE)) were revised and the system plan management
information processes were put online to further optimise the
system management work to promote a simple, pragmatic
and efficient implementation of systems.
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In terms of internal audit supervision and corrective action
the Company thoroughly implemented the internal audit
system in the senior-level departments, with focus on
auditing of economic responsibilities, improvement of
internal audit work methods, working papers and audit
report requirements. Continuous efforts were made to
give a full play to the monitoring role in internal auditing,
and seven audit projects were completed for the year. In-
depth analysis of root causes of problems at the subsidiary
level were conducted, which facilitated the functional
departments to improve the quality and increase the
efficiency of management and strengthen the monitoring
and control duties of the second line of defence of internal
control. The process of tracking, monitoring and overseeing
the rectification of the problems found in the audit were
improved, and the information closed loop from audit
report to overseeing the rectification of the problems
was accomplished. For the problems found in audit, the
oversight of problem rectifications and their progress was
strengthened, ensuring the completion of rectification plans
according to the details and standards of the plan, as well
as the final clearance of problems. The principle of “keeping
a record for each problem and each rectification must be
followed by completion and clearance” was strictly followed
to effectively enhance the rectification completion rate of
problems identified in audit.
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In terms of legal management and compliance construction,
the Contract Management Measures (& REE L))
were revised and improved to meet the compliance
requirements of the shareholders at the higher-up level,
the contract management recognized minimisation plan
was implemented, and the supervision and inspection of
the contract approval processes were strengthened. The
compliance management system construction was initiated,
and six compliance management system construction tasks
were carried out to ensure the Company’s sustainable,
healthy and stable development. These include the
construction of compliance management organisational
structure, formulation of the compliance management
system, commencing the compliance operation, provision of
compliance protection, fostering of compliance protection
and promoting compliance development in branches and
subsidiaries. The handling of important matters of the
Company was supported by professional legal services, and
the management of litigation cases has achieved results,
effectively safeguarding the interests of the Company. Legal
and compliance trainings were held to improve the staff’s
conscientiousness and initiative to comply with the law,
rules and regulations, creating a corporate environment
of “cleanliness and righteousness, with commitments and
entrepreneurship”.
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The Directors conducted annual review on the risk
management and internal control systems to ensure the
effectiveness and adequacy of the systems. The Company
convened meetings regularly to review the finance, operation
and compliance controls and to consider the adequacy
of resources, staff qualification and experience, training
programs and budget of the Company’s accounting, internal
audit and financial reporting function. The Directors are of
the view that the existing risk management and internal
control systems are effective and adequate for the Group.

(@) The process used by the Group to identify, evaluate
and manage significant risks is shown as follows:

(1) Risk identification: identify risks that may pose
a potential impact on the Group’s business and
operations through the Risk Committee, the
management and the Internal Control and Legal
Department;

(2) Risk evaluation: evaluate the identified risks based
on the likelihood of the occurrence and impact
level of the risk;

(3) Response to risk: according to the evaluation
results on the magnitude of the risk, risk
management strategies are determined by the
Internal Control and Legal Department, and
through appropriate mechanisms of the Company
to ensure the effective implementation of internal
control procedures to prevent and reduce the
risks.

(b)  The main features of the Group’s risk management
and internal control systems are the focus on
establishment of a sound internal control environment,
continuous improvement in risks evaluation, activities
control, information and communication, and internal
supervision so as to enhance the Company’s operating
efficiency and ensure the reliability of financial reporting
and effective compliance with applicable laws and
regulations, in order to avoid the Company’s assets
suffering from any losses as a result of fraud.
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() The Board is responsible for the risk management
and internal control systems and reviewing their
effectiveness. However, the risk management and
internal control systems are designed to manage rather
than eliminate the risk of failure to achieve business
objectives and can only provide reasonable and not
absolute assurance against material misstatement or
loss.

(d) In relation to the handling and dissemination of inside
information in accordance with the Listing Rules and
the Securities and Futures Ordinance (Cap. 571 of the
Laws of Hong Kong), the Group has adopted measures
including raising awareness of confidentiality of inside
information of the Group, issuing notices regarding
“black-out” period and restrictions on dealings to
directors and employees on a regular basis, and
ensuring compliance when handling and disclosing
inside information.

COMPANY SECRETARY

The Company engaged and appointed Mr. YIP Wai Yin (“Mr.
YIP”), a Hong Kong practicing solicitor, as the company
secretary of the Company. The primary contact person at
the Company with Mr. YIP is Mr. YIN Fu Gang, the Deputy
General Manager of the Company and the secretary to the
Board. Mr. YIN has day-to-day involvement in the affairs of
the Company and handles the corporate secretarial matters
of the Company together with the company secretary.

The company secretary of the Company had duly complied
with Rule 3.29 of the Listing Rules by taking no less than 15
hours of the relevant professional training during the year.
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SHAREHOLDER RIGHTS AND INVESTOR
RELATIONS

The Company has adopted a Shareholders’ communication
policy which aims to ensure that its Shareholders can
obtain timely information and to promote the Company’s
effective communication with its Shareholders and other
stakeholders. A summary of the range of communication
channels for the Shareholders to communicate their views is
set out below:-

(a) Procedures for requisitioning a special general
meeting

Shareholder(s) holding at the date of deposit of the
requisition not less than one-tenth of the paid up
capital of the Company carrying the right to vote at
general meetings of the Company may, by written
requisition to the Board or the company secretary of
the Company signed and deposited in accordance with
the bye-laws of the Company, Bermuda Companies
Act 1981, require the Directors to call a special general
meeting for the transaction of business specified in the
requisition.

(b) Procedures for putting forward proposals at
general meetings

Shareholder(s) holding not less than one-twentieth of
the paid-up capital of the Company carrying the right
to vote at general meetings of the Company or not less
than 100 Shareholders may, at their expense, provide
a written request to the attention of the company
secretary of the Company signed and deposited in
accordance with the Bermuda Companies Act 1981.
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Communication with Shareholders and investors

General meetings of the Company provide a direct
forum of communication between Shareholders and
the Board. Shareholders are welcome to put forward
enquiries to the Board or the personnel at management
level, chairman of the Board (or in his absence, an
executive Director), the chairmen of the Nomination
Committee, Remuneration Committee, Audit
Committee and Risk Committee (or in their absence,
other members of the respective committees) and
where applicable, the independent board committee,
will commonly be present and available to answer
questions. Shareholders may also contact the company
secretary of the Company to direct their written
enquires.

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

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

As regards details of the shareholders’ communication
policy, please refer to the procedures made available
under the Corporate Governance section of the
Company’s website at www.binhaiinv.com.

During the year, the Board had conducted a review of the
implementation and effectiveness of the shareholders’
communication policy. Having considered the multiple
communication channels summarised above, the Board is
satisfied that the shareholders’ communication policy had
been properly implemented during 2023 and is effective.
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Shareholders may at any time send their enquiries and
concerns to the Board in writing through the company
secretary of the Company whose contact details are as
follows:

Hong Kong

Address: Suites 3205-07, 32/F, Tower Two,
Times Square, 1 Matheson Street,
Causeway Bay, Hong Kong

Tel: (852) 2572 9228

Fax: (852) 2572 9283

Email: prd@binhaiinv.com

Tianjin

Address: Suites 501-502, Block 6, East Area,
Airport Business Park, 80 Huanhe Road
North, Airport Industrial Park, Tianjin,
China

Tel: 86-22-5880 1800

Fax: 86-22-5880 1801

P.C.: 300308

E-mail: wsg@binhaiinv.com

The New Bye-Laws of the Company were adopted
by way of a special resolution at the 2023 AGM held
on 12 May 2023 in order to (i) conform to the core
shareholder protection standards set out in Appendix
A1 to the Listing Rules; (ii) provide flexibility to the
Company in relation to the conduct of general meetings
(including allowing the general meetings to be held
as hybrid meetings or electronic meetings in addition
to physical meetings); and (iii) make some other
consequential housekeeping amendments. Details of
the adoption of the New Bye-Laws of the Company
were disclosed in the Company'’s circular dated 13 April
2023.

The Memorandum of Association and New Bye-laws of
the Company have been posted on the website of the
Company at www.binhaiinv.com and the designated
website of the Hong Kong Stock Exchange at www.
hkexnews.hk. Save as disclosed above, there was no
significant change to the Memorandum of Association
and New Bye-laws of the Company during the year
ended 31 December 2023.

* For identification purposes only
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Biographical Information of Directors and

Senior Management
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BOARD OF DIRECTORS

Executive Directors

Mr. HU Hao, aged 46, has been the Chairman and an
executive Director of the Company since 23 December
2022. Mr. HU graduated from the School of Business of
Nankai University in Tianjin, the PRC with a master’s degree
in Business Management and undertook postgraduate
studies specializing in business management. He is a PRC
Senior Engineer. Mr. HU acted as the general manager of
Tianjin Metro Group Co., Ltd (KZT i T#EEE B R A R)*
and the deputy general manager of Tianjin Rail Transit Group
Co., Ltd* (RE#BERXBEEE R A A]). He was also the
deputy head of Nankai District, Tianjin Municipality, the PRC
and a member of the Standing Committee of the Nankai
District Committee. Mr. HU is currently the general manager
of TEDA, a state-owned company established in the PRC
and the controlling 