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/Financial Highlights /

Summarised Consolidated Statement of Profit or Loss

Year ended December 31,

2023 2022 2021 2020 2019
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
REVENUE 9,948,983 8,151,952 7,637,161 6,283,130 5,588,988
Gross profit 2,121,708 1,169,790 1,039,148 1,401,363 1,075,274
Finance (costs)/income (72,499) (71,499) (4,836) 9,129 10,429
Profit before income tax 1,130,545 354,739 265,902 698,216 550,004
Income tax expense (97,105) 39,083 10,400 (93,468) (70,287)
Profit for the year 1,033,440 393,822 276,302 604,748 479,717
Profit attributable to
— Shareholders of the Company 1,033,391 393,783 276,304 604,820 479,717
— Non-controlling interests 49 39 (2) (72) —
1,033,440 393,822 276,302 604,748 479,717
Earnings per share attributable to
shareholders of the Company
during the year
— Basic (RMB) 1.62 0.62 0.43 0.95 0.76
— Diluted (RMB) 1.62 0.62 0.43 0.95 0.76
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Financial Highlights

Consolidated Assets, Liabilities and Non-controlling Interests

As at December 31,

2023 2022 2021 2020 2019
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Assets and liabilities

Non-current assets 5,482,125 5,498,636 4,931,751 4,043,888 2,673,996
Current assets 5,120,323 4,487,107 4,168,659 3,445,990 3,154,252
Total assets 10,602,448 9,985,743 9,100,410 7,489,878 5,828,248
Non-current liabilities 481,324 1,537,342 1,710,889 705,761 91,916
Current liabilities 4,687,381 3,996,532 3,469,389 3,003,914 2,322,014
Total liabilities 5,168,705 5,533,874 5,180,278 3,709,675 2,413,930
Net assets 5,433,743 4,451,869 3,920,132 3,780,203 3,414,318

Equity attributable to shareholders
of the Company 5,433,855 4,452,030 3,920,332 3,779,586 3,413,929
Non-controlling interests (112) (161) (200) 617 389

Key Financial Indicators

2023 2022 2021 2020 2019
Gross profit margin 21.3% 14.3% 13.8% 22.3% 19.2%
Net profit margin 10.4% 4.8% 3.7% 9.6% 8.6%
Return on total assets 10.0% 4.1% 3.3% 9.1% 8.7%
Return on equity 20.9% 9.4% 7.2% 16.8% 14.9%

Asset to liability ratio 48.8% 55.4% 56.9% 49.5% 41.4%
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Financial Highlights

Key Financial Indicators for the Year Ended December 31, 2023

fa (o (/e

Revenue Net Profit Gross Profit Margin
9,949.0 1,033.4 21.3%
RMB in million RMB in million
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Net Profit Margin Net Assets Earnings per Share -
Basic
10.4% 5,433.7 1.62
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/ Overview of the Group J

The business of Prinx Chengshan Holdings Limited” (the “Company” or “Prinx Chengshan”)

started in 1976 and is headquartered in Rongcheng City, Shandong Province, the PRC. It is

a modern enterprise focusing on tire research and development, manufacturing, sales and
- provision of tire life-cycle services. It is a leading domestic manufacturer in the commercial \
all steel radial tire replacement market and one of the most influential tire enterprises in the
PRC. Over the years, Prinx Chengshan has adhered to the core strategies of “cost leadership,
efficiency driven, competitive differentiation and global operation” to strive for global
development, and has built two major production bases in China and Thailand, and established
three major sales centres in China, North America and Europe to develop a global business

operation.
N
ﬂ Cost leadership, efficiency driven, competitive
core_ differentiation, and global operation
strategies
J
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S " ¢. e China and Thailand " "5 .
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Three major sales centres in China, North America and Europe to develop a global business operation
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Overview of the Group

The three major products of the Company and its subsidiaries (the “Group”) are all steel radial tires
(“All Steel Radial Tires”), semi-steel radial tires (“Semi-Steel Radial Tires”), and bias tires (“Bias
Tires”). All Steel Radial Tires are the main source of the Group’s performance, and are mainly used
in medium/long-distance transportation, buses, mixed road or off-road vehicles, light trucks, etc.;
Semi-Steel Radial Tires are mainly used in passenger vehicles, pick-up trucks, sport utility vehicles
(SUVs) and other types; Bias Tires are mainly installed in vehicles in agricultural and industrial off-
road conditions. The Group’s products have obtained certifications from relevant authorities in major
tire markets around the world, including Department of Transportation of the USA (“DOT”), Economic
Commission of Europe ("ECE”) and R117, etc.

The Group has four well-known tire brands, namely Prinx (&#K), Chengshan (AX L), Austone (J23)
and Fortune (= 1#).

The Group has a well-established and comprehensive global sales network covering major tire
markets, and currently sells its products through three main channels:

(i) sales to the replacement market through domestic and international distributors;
(i) direct sales to automobile manufacturers; and

(iii)  sales to private label customers.
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/ Chairman’s Statemenij

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of Prinx Chengshan, | am pleased
to present the operating results for the year ended December 31, 2023 (the “Reporting Period”) and
the prospect of the Company for your review.

Performance

In 2023, Prinx Chengshan grasped the important demand recovery opportunity in the tire industry,
and strived to create a record performance. The Group reached RMB9.95 billion in operating income
for the first time (up 22.0% year-on-year), RMB1.03 billion in the net profit (up 162.4% year-on-year),
RMB1.62 in earnings per share (up 161.3% year-on-year), and RMB1.71 billion in EBITDA (Note 1)
(up 102.4%% year-on-year).

Note 1: EBITDA is earnings before interest, taxes, depreciation and amortization.
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Chairman’s Statement

Riding the trend and enhancing the core competitive advantage

Looking back on 2023, Prinx Chengshan unswervingly implemented the globalization strategy
and continuously enhanced its core competitive advantage through intelligent manufacturing,
technological innovation and lean management. Thanks to the early presence in the field of
passenger car tires, the Group achieved 42.7% year-on-year increase in the sales volume of semi
steel radial tires. Under the fierce market competition, the Group achieved 20.5% year-on-year
increase in the sales volume of all steel radial tires, and further improved the market share. With
high-performance products, differentiated brand strategy and in-depth two-way marketing channel
development, the Group has achieved double-digit growth in all international and domestic marketing
channels, which is encouraging.

Facing the complicated domestic and international situation and profound industry changes in 2023,
all directors diligently and conscientiously fulfilled their duties. The Board paid close attention to
the structural changes of domestic and international markets and constantly adjusted its strategies.
Focusing on promoting intelligent, digital and green development, the Company has implemented a
number of key projects, including Phase Il project (with production capacity of 2 million Semi Steel
Radial Tires per year) of the tire production base in Thailand (“Tire Production Base in Thailand”)
and capacity optimization project of the tire production base in Shandong (“Tire Production Base
in Shandong”), which strengthened the industrial base and constantly adjusted and optimized
the product structure. The Company actively explored sales channels and strengthened service
concepts, and significantly improved the market brand expansion ability. The Group deepened
Industry-University-Research cooperation, intensified new product development and technical
research, and achieved fruitful research and innovation results. In addition, the Company increased
effective cost control and management, and reached a new level in lean management.

Win new honors from all walks of life

During the Reporting Period, Prinx Chengshan was awarded “Shandong Digital Economy”,
“Morningstar Factory” and “Shandong Intelligent Manufacturing Benchmark Enterprise”. The
Company received the title of “Energy Efficiency Leader” for eight consecutive years and “Shandong
Water Saving Benchmark Company”. On the other hand, Prinx Chengshan is committed to providing
consumers with ultimate products and services. The Company won the “2023 China Top 100
Automobile Supply Chain Enterprise”, Prinx passenger car tires were approved as “Shandong
Famous Brand”, and all steel radial truck tires passed the “Mount Tai Quality” certification by China
Automobile Tires. Recently, TUV SUD, an internationally renowned third-party testing and certification
institution, awarded Prinx Chengshan three (EU) 2017/2400 carbon dioxide emission and fuel
consumption certificates, which indicates that Prinx Chengshan has been affirmed for a series of its
green high-performance tire products by international authoritative regulatory agencies, and reached
the international leading level.
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Chairman’s Statement

Outlook

The year of 2024 is still full of difficulties and challenges, with profound adjustments in the global
economic system and governance structure, and complicated international relations. Deeply aware
of the coexistence of difficulties and hopes, and challenges and opportunities, the Group continues
to adhere to the principle of “seeking progress while maintaining stability and prioritising efficiency”
and constantly enhances its new high-quality development advantages in the face of challenges.
First, the Company unswervingly promotes internationalization, strengthens the internationalization
management concept, optimizes the whole process of production, R&D and sales through global
resources integration and utilization, and continuously improves product quality and innovation
ability to meet the high-end tires demand in the international market. Secondly, the Group enhances
the culture soft power, improves service awareness and has a high-quality development strategy
of “building prosperity and strength with culture”. Third, the Company prioritizes sales, guarantees
innovation driven and project construction, and accelerates the transformation of R&D strength into
product competitive advantages and industry leading edges, so as to maintain the Company’s core
competitiveness and market leading position.

In the face of profound industry changes and fierce market competition, |, together with the members
of the Board, firmly believe that the Group, with its keen market insight and excellent execution, will
continuously enhance its core competitiveness and market influence, provide customers with better
products and services, make greater contributions to society and bring greater value and returns to
shareholders!

Finally, | would like to express my sincere gratitude to all the staff for their hard work for the

development of the Group. Thanks to all shareholders and friends from all walks of life for their
support and help!

Che Hongzhi
Chairman

Shandong, the PRC, March 28, 2024



12 l Prinx Chengshan Holdings Limited Annual Report 2023

ﬂ/lanagement Discussion and Analysis /

BUSINESS REVIEW AND OUTLOOK
Industry dynamics

In 2023, benefiting from the recovery of China’s economy and the increase in overseas market
demand, the demand for tire industry recovered significantly. Both the production and export volume
of tires in China witnessed substantial growth. According to the National Bureau of Statistics, the
output of rubber tires in China was 990 million in 2023, representing a year-on-year increase of
15.83%. According to the value of China’s key export commodities from January to December 2023
released by the General Administration of Customs of the PRC, a total of 620 million new inflatable
rubber tires were exported in 2023, representing a year-on-year increase of 11.8%. The tire industry
demonstrated robust production and sales performance, leading to improved capacity utilisation
rates for tire enterprises in 2023 compared to 2022. According to the data from SCI99.COM, the
production volume of Semi-Steel Radial Tires in China was 590 million in 2023 representing a year-
on-year increase of 22%, with an average capacity utilisation rate of 69%, marking a 9.4% increase
year-on-year. The production volume of All Steel Radial Tires in China amounted to 140 million in
2023, representing a year-on-year increase of 14%, with an average capacity utilisation rate of
60.2%, representing a year-on-year increase of 8.2%. At the same time, the cost of raw materials and
marine transportation fees dropped significantly, and the exchange rate of RMB against US dollar
continued to decline. Within this favorable context, the advanced tire industry in China, in which the
Group operates achieved significant growth in revenue and net profit.

The prosperity of the tire industry is highly related to the automobile industry, and the demand mainly
depends on the production volume of new vehicles and vehicle ownership. During the Reporting
Period, Production and sales of domestic automobile manufacturers pulled up tire OE. According
to the statistical analysis of China Association of Automobile Manufacturers, in 2023, the production
and sales volume of China’s vehicles reached 30.161 million and 30.094 million, representing a
year-on-year increase of 11.6% and 12.0%, respectively, reaching historical highs. Among them,
the production and sales volume of passenger vehicles reached 26.124 million and 26.063 million,
representing a year-on-year increase of 9.6% and 10.6%, respectively; while the production and
sales volume of commercial vehicles reached 4.037 million and 4.031 million, representing a year-
on-year increase of 26.8% and 22.1%, respectively. The production and sales volume of NEVs in
China reached 9.587 million and 9.495 million, respectively, representing a year-on-year increase
of 35.8% and 37.9%, respectively, with a market share of 31.6%. The increased production and
sales by domestic OEMs and the significant increase in the export volume of NEVs and passenger
vehicles have provided favourable market opportunities for domestic tire companies. The advanced
tire industry in China attaches great importance to market demand, and actively seizes the OE market
share of commercial vehicles and passenger vehicles, including the NEVs market, by virtue of its
cost-effective products and the advantage of being close to the demand market.
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Management Discussion and Analysis

In the domestic replacement market, the recovery of passenger vehicle tires was better than that of
truck and bus tires. Although the replacement demand for truck and bus tires recovered steadily,
the demand was still weak due to the sluggishness in the general environment such as real estate,
major infrastructure and social retail consumption. However, with foreign players exiting China’s
truck and bus tire market, domestic tire enterprises gained a larger market share. The steady growth
in ownership of domestic passenger vehicle tires, coupled with the retaliatory growth in travel and
tourism in the post-epidemic era, has led to a surge in the replacement demand for passenger
vehicle tires.

In the international market, benefiting from the stable expansion of the global vehicle ownership scale
and the rigid replacement consumption brought by travel, the demand of the tire industry has been
strongly supported. The demand for Chinese domestic brand tires with outstanding cost-performance
experienced significant growth in recent years amid global economic recessions, high inflation and
consumer downgrading.

Since September 2020, after China proposed the policy of striving to achieve carbon peak by 2030
and carbon neutrality by 2060, energy conservation, emission reduction and green and low carbon
have become focal points for the tire industry’'s development. The “Dual Carbon Policy” has led
to accelerated the integration of the tire industry. Outdated production capacity has been swiftly
eliminated, creating room for market expansion, while the industry concentration continued to rise.

In recent years, under the background of the escalation of international trade barriers and the
disruption of China’s tires export, China’s tire enterprises have adhered to the international strategic
layout, established overseas production bases, and optimised their production capacity with
diversified production capacity layout, intelligent equipment and excellent operational management
systems, to strengthen their international competitive advantages, while avoiding the risks brought
about by fluctuations in trade policies.
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Management Discussion and Analysis

OPERATION REVIEW

As a leading domestic manufacturer in China’s commercial all steel radial tire replacement market,
Prinx Chengshan has been deeply engaged in tire design, R&D, manufacturing and sales for forty-
seven years. With the mission and vision of “leading tire innovation, contributing to smart travel and
sustainable development, and achieving a better life”, Prinx Chengshan adheres to the core strategy
of “cost leadership, efficiency driven, differentiated competition, and global operation”.

. m Leading tire innovation, contributing to
Mission and :
L. smart travel and sustainable development,
vision and achieving a better life
Core Cost leadership, efficiency driven,
. differentiated competition,
strategies and global operation

The Group continuously provides high-performance tires embodying Prinx Chengshan’s intelligence
and concern to global dealers and Chinese automobile manufacturers to enhance the happiness
experience of drivers and passengers.

During the Reporting Period, the Group sold approximately 25.0 million tires, representing a year-on-
year increase of 35.1%. Among them, the sales of All Steel Radial Tires amounted to approximately
8.1 million sets, representing a year-on-year increase of approximately 20.5%; the sales of Semi-Steel
Radial Tires amounted to approximately 16.4 million sets, representing a year-on-year increase of
42.7%; the sales of Bias Tires amounted to approximately 0.48 million sets, representing a year-on-
year increase of approximately 76.4%. During the year, the Group recorded a total sales revenue of
approximately RMB9,949 million, representing a year-on-year increase of approximately 22.0%; gross
profit of approximately RMB2,122 million, representing a year-on-year increase of approximately
81.4%. Profit attributable to owners of the Company for the year ended December 31, 2023 amounted
to approximately RMB1,033 million, representing a year-on-year increase of approximately 162.4%.
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Management Discussion and Analysis

The Group mainly supplies replacement market through distributors. For the year ended December
31, 20283, the Group’s revenue from domestic and international distributor channels amounted
to approximately RMB2,381.1 million (2022: approximately RMB1,879.6 million) and RMB6,326.2
million (2022: RMB5,653.3 million), respectively, accounting for approximately 24.5% and 65.0% of
the total revenue, respectively. Revenue from direct sales to automobile manufacturers amounted
to approximately RMB1,020.0 million (2022: approximately RMB619.1 million), accounting for
approximately 10.5% of the total revenue of the Group. Among them, the sales of All Steel Radial
Tires, Semi-Steel Radial Tires and Bias Tires accounted for 62.3%, 36.1% and approximately 1.6%of
the Group’s revenue from tires respectively.

B|aS T|res —— o — DireCt Sales to — " e
1.6% 7/ automobile p
manufacturers
i \, 10.5% : \,
Semi- — Sales by Distributors — Sales by
steel \ product type (domestic) channel ,
Radial Tires 7~ All Steel 24.5% " Distributors
36.1% R =S Radial Tires SRR (international)
62.3% 65.0%

During the Reporting Period, the Group adhered to the core values of “customer first, being
responsible, devotion and professionalism, innovation and opening up”, and organized and carried
out various tasks with a pragmatic, open and enterprising attitude.
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Management Discussion and Analysis

(1) Driving development with technological innovation, and improving efficiency with
lean production

The Group adheres to the development driven by technological innovation. During the Reporting
Period, the Group continued to strengthen technological research, innovate R&D methods,
and continuously improve R&D capabilities. The Group improved the product qualification rate
through the intelligent production system and improved the performance and quality of products
by introducing new processes and technologies.

The Group implements a comprehensive and stringent quality control and production
management system. During the Reporting Period, the Group actively carried out lean training
covering middle-level, grassroots and technical backbones, continued to promote lean
production, and carried out experience learning and improvement promotion activities among
factories to improve internal operational efficiency. The Group achieved good results through the
implementation of 358 cost-saving projects such as energy saving and consumption reduction
and operation optimization. The Group encouraged all employees to participate in improvement
activities through cash or souvenir rewards, implemented 4,638 reasonable suggestions,
and improved the on-site management level of workshops. The Group continued to increase
automation, reduce manual labor and improve production efficiency, with a year-on-year
increase of 5.8% and 21.3% and 12.5% and 47.7%, respectively, in working hour efficiency of
All Steel Radial Tires/Semi-Steel Radial Tires products at the Tire Production Base in Shandong
and the tire production base in Thailand, building a long-term sustainable competitive advantage
for the Group.
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Management Discussion and Analysis

The Group’s Tire Production Base in Thailand adopts first-class manufacturing equipment,
leading design concepts, intelligent manufacturing and management models, and conducts
R&D and design with green and intelligent manufacturing standards, which is a solid step for
the Group’s global development goal. The Phase | of the Tire Production Base in Thailand
commenced construction in 2019 and commenced operation in the second half of 2020. In 2021,
the production capacity was fully utilized, and the production volume, quality and manufacturing
costs all met the expected targets. In 2022, the Group further completed the construction of the
Phase Il of the Tire Production Base in Thailand and formed production capacity. At present,
the Tire Production Base in Thailand has obtained IATF16949 (quality system certification), ISO
9001 (quality system certification), ISO 14001 (environmental management system), ISO 45001
(occupational health management system) certification and Thailand Green Factory Level Il
certification, as well as certifications in 8 regions, including Thailand TISI certification, DOT
certification, Smartway certification, ECE and R117 certification.
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Management Discussion and Analysis

(2)

(3)

Establishing a green and low-carbon supply chain

The Group continued to optimize the supply chain system. Through big data analysis, the Group
predicted and formulated production plans and managed inventory to forms a collaborative
management of production, sales and storage and full-chain monitoring and development
integrating procurement, production, logistics and sales, so as to provide customers with more
valuable products, services and information, while minimising the cost of the supply chain.

Prinx Chengshan places great emphasis on product safety, reliability and environmental
sustainability. With the aim of improving quality and efficiency and risk control, Prinx Chengshan
implements a comprehensive life cycle management of suppliers based on the green
indicators from sourcing and development, certification introduction, supplier performance
management and improvement, risk control to withdrawal, and establishes a green and low-
carbon supply chain of Prinx Chengshan. During the Reporting Period, while putting forward
social responsibility requirements for suppliers, the Group was actively committed to supplier
communication and training to achieve sustainable value creation. Since 2020, Prinx Chengshan
has continued to carry out green supply chain activities, promoted the concept of green factory
in the supplier system, and tracked suppliers in all aspects from product design, manufacturing,
resource utilization, product recycling, packaging and transportation, and safety.

Actively expanding markets and optimising channel layout

During the Reporting Period, the Group experienced a significant year-on-year increase in
revenue and profit, mainly driven by the recovery of domestic economy and the increased
demand in overseas markets. The tire industry has demonstrated a notable recovery in demand,
and through seizing market opportunities, the Group continuously adjusted its product and
business structures, resulting in substantial growth in product sales.
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Management Discussion and Analysis

Distributor channels
Domestic distributors
Commercial vehicle tire replacement channel

The Group has a relatively high penetration rate in the replacement market for All Steel Radial
Tires in the PRC. In 2023, the Group focused on both products and services in the commercial
vehicle tire replacement market, maintaining a steady and innovative approach. With brand
strength as the foundation, product quality as the basis, and solution capabilities as the means,
we comprehensively improved the operational capabilities of commercial vehicle tire distributors
and optimised the fundamentals of sales. In addition, the Group conducted regular assessments
to channel distributors’ capabilities, and utilised the Roadside Assistance APP platform to
connect branch points and provide integrated services. In 2023, the Group held 38 branch-
vendor associations, 135 new product launches, 419 regional retailers’ business seminars and
1,025 roadshows in the commercial vehicle tire replacement channel.

The Group fully leveraged the capabilities of “lighthouse e-station” to empower its retail sales
network, and support the promotion of new products and the implementation of strategic
objectives through policy guidance and sales structure optimisation. The commercial vehicle
tire replacement channel shifted from the original offline star-level store sales model to an online
membership model, introducing four membership levels, namely platinum card, gold card, silver
card and general card. Through digital transformation, the Group’s classification of commercial
vehicle tire replacement customers became more refined and precise, increasing the stickiness
of distributors and strengthening their loyalty to the Company. This new business model assists
distributors in better managing retail stores and establishing a seamless sales and service chain
from factories to distributors to stores. As of December 31, 2023, there were more than 6,400
“lighthouse e-station” nationwide (including 1,235 platinum card member stores, 223 gold card
member stores and 209 silver card member stores), with cumulative customer contributions from
“lighthouse e-station” accounting for over 82% of the total sales volume in the domestic all-steel
replacement market.

Passenger vehicle tire replacement channel

In 2023, the Group expanded the passenger vehicle tire replacement channel and implemented
precise channel management through the utilization of the sales management software Xiaopu
“Visit Pass” feature. During the Reporting Period, the Group achieved a 41% year-on-year
increase in sales volume in the passenger vehicle tire replacement market compared with the full
year of 2022, with significant growth in sales of 17 inches and above sizes.
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Management Discussion and Analysis

The Group actively empowered the sales business through digitization. During the Reporting
Period, the Group continued to optimize the “Xiaopu Cloud Store”, a full channel digital
management system for the passenger vehicle tire replacement business. As of the end of
December 2023, a total of 19,464 stores were registered on the Group’s “Xiaopu Cloud Store”,
including 1,055 new stores. The platform witnessed tire purchases exceeding 430,000 units,
generating a transaction value exceeding RMB118,180,000 and attracting over 640,000 clicks.

During the Reporting Period, the Group’s revenue from domestic distributor channels amounted
to RMB2,381.1 million, representing a year-on-year increase of approximately 26.7% from
RMB1,879.6 million for the same period of 2022.

International Marketing

Despite factors such as localized conflicts, trade barriers and inflation affecting the global trade
landscape and reshaping the international trade chain, most overseas markets experienced
sustained high demand and favorable conditions due to low raw material prices, low marine
transportation fees, and strong market demand in 2023. As a result, the profitability of overseas
markets in 2023 reached its highest level in recent years.

During the Reporting Period, the Group comprehensively expanded international marketing
channels and further strengthened the global coverage of the Company’s products. During the
Reporting Period, the Group launched 121 new overseas distributors, leading to significant
year-on-year growth in sales volume, revenue, and profit in international marketing business. In
particular, The sales volume reached 17.36 million units, representing a year-on-year increase of
32.8%, and the revenue amounted to approximately RMB6,326.2 million, representing a year-on-
year increase of approximately 11.9%, among which, approximately 49.1% of the revenue was
generated from the Tire Production Base in Thailand (2022: 54%), and approximately 50.9% of
the revenue was generated from the Tire Production Base in Shandong (2022: 46%).

In 2023, the Group launched the strategy of diversifying international marketing channels, and
at the same time tried to penetrate into lower-tier channels by extending sales management
to second-tier distributors and retailers. During the Reporting Period, the Group successfully
launched and sold the Prinx brand in the European market. Building on this achievement, the
Group introduced the Prinx Partners project, aimed at strengthen end-to-end control of the
Prinx brand from wholesalers to retailers. This initiative allows sales policies to be directly
communicated from the factory to second-tier distributors and retailers, laying the foundation for
comprehensive channel management.
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In October 2023, Prinx Chengshan In October 2023, Fortune, a passenger car
participated in the SEMA tyre (“PCR”) brand of Prinx Chengshan,
Show in Las Vegas, the United States held a distributor conference in Thailand

Direct sales to automobile manufacturers

During the Reporting Period, the Group seized market opportunities and continued to
strengthen cooperation with mid-to-high-end original equipment manufacturers, and
established cooperative relationships with a number of new energy automobile manufacturers
to demonstrate its development potential in the field of new energy. For commercial vehicle
tire OE, Prinx Chengshan has actively developed new customers, launched more than 18 new
projects, and successfully secured OE projects from the joint venture brand, namely “JMC Ford
Transit (T #4552 )B)”. We also accessed to the OE system of FAW Qingdao Jiefang (—/3%&
Ef#R). For passenger vehicle tire OE, the Company officially entered the Great Wall ORA main
tire supply system. As at the end of the Reporting Period, the Group had entered the supplier
system of 63 automobile manufacturers.

With the further expansion of the brand and product influence of Chengshan, from 2022,
the Group targeted at the domestic mid-to-high-end logistics segment market, and reached
strategic cooperation with the leading domestic express delivery and freight transportation
companies, and became a high-capacity tire supplier of JD Logistics, KUAYUE-EXPRESS and
Dishangtie, for continuously conducting more in-depth cooperation in 2024.

During the Reporting Period, the Group’s revenue from direct sales to automobile manufacturers
amounted to RMB1,020.3 million, representing an increase of 64.8% compared to RMB619.1
million in the same period of 2022, mainly due to the growth in domestic commercial vehicle
market and export market.
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(4) Implementation of multi-brand and differentiated development strategy

In 2023, the Group continued to enhance its brand awareness and influence through the
building of product power, brand power and market power, delivering material value to
customers with its products and spiritual value to customers with its culture and services.

Empowering channels with brand expansion, emphasizing a combination of “product +
service” to drive growth

Launch of two new commercial tire product lines, namely “PRO” premium series and “H” heavy-
load series

On December 16, 2023, during the 2023 Prinx Chengshan Commercial Vehicle Tire Distributor
Conference in Chongqging, the Company proudly launched the “PRO” premium series
commercial tires and “H” heavy-load series tires. We positioned the “PRO” premium series as
high-end commercial tires, incorporating three key technologies and two core technologies from
Prinx Chengshan, with an aim to establish ourselves as a “leader in the high-end commercial
tire segment”. It included eight patterns and a total of 12 products, such as XFENDER PRO for
engineering heavy-duty tires, XSTANCE PRO for long-distance transportation tires, XATOM PRO
for ultra-low rolling resistance tires and XLOAD PRO for high-end light truck tires.

The “H” heavy-load series commercial tires are designed for the complex domestic
transportation environment. It utilized the "“BWC-New Bead Wire Composite Reinforcement
Technology” and the “MT-Cap Ply Infinite Winding Technology” as its core technologies, which
enhanced the product’s performance in multiple dimensions, providing drivers with a better use
experience.

Official launch of Chengshan “Hua Yue” SUV tire (“‘Hua Yue”), our flagship high-performance
product

Hua Yue made significant improvements in product quality and performance, meeting the
comprehensive demands of SUV consumers for high maneuverability, high load-bearing
capacity, high strength, high wear resistance and high comfort, and providing new choices for
SUV consumers in tire selection. Hua Yue introduced the “stable driving and dual control” core
technology, ensuring drivers safety and comfort through “stable control” and “noise control”.
Beyond performance, it featured a cutting-edge Chinese-style design with the entire sidewall
engraved with the auspicious mythical creature, the Kirin, symbolizing prosperity and blessings.
This design showcased ethnic characteristics and reflected the personalized aesthetics of SUV
users.
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Comprehensive application of digital tools to empower channel development

Since 2023, Prinx Chengshan’s wall-mounted intelligent screens have been deployed in 33
stores nationwide, enhancing product information display and customer interaction, thereby
refreshing the shopping experience and strengthening the brand image. The “lighthouse
e-station” for domestic commercial vehicle replacement channels was launched, assisting
retail stores in their digital transformation and improving overall operational capabilities. The
commercial vehicle tire replacement channel shifted from the original offline star-level store
sales model to an online membership model, through which, the customer classification became
more refined and precise, increasing the stickiness of distributors and strengthening their loyalty
to the Company. This new business model assists distributors in better managing retail stores
and establishing a seamless sales and service chain from factories to distributors to stores.
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Launching “Chengshan Road Assistance Directory” APP

Based on market demand and the public welfare value of its brand, the Group developed the
“Chengshan Road Assistance Directory” APP. It serves as a communication platform connecting
truck drivers in need of tire rescue with stores that can provide rescue services, so as to improve
the road rescue experience of truck owners, enabling them to quickly find stores that offer high-
quality and standardized services. Simultaneously, it helps distributors and stores increase
business, enhance brand awareness, and attract more customers.

WeChat mini-program featuring product inquiries and market trend analysis

The Group developed a mini-program for product inquiries and market trend analysis,
accessible through the WeChat mobile platform. This mini-program allows users to stay
updated with the latest product information and market dynamics. The product inquiry mini-
program provides a streamlined platform for viewing all product information, ensuring smooth
communication between the group and customers regarding the latest products. The market
trend analysis mini-program optimizes sales structure, identifies new market opportunities,
enhances distributor stickiness, and assists distributor in understanding and predicting market
trends, empowering sales efforts.
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Dual emphasis on internal and external development, continuously enhancing international
brand influence

Prinx Chengshan continuously strengthens global brand building, deepens cooperation with
customers, and promotes the implementation of the “internationalization” strategy through
brand marketing activities in the global market. In the new era of sustainable mobility, we are
embarking on the “new journey” for Chinese tires.

In May 2023, PRINX (JE#K), the Group’s high-end brand, held a three-day grand launch event in
Milan, the fashion capital of Italy, officially announcing its first entry into in the European market.
Through multidimensional innovations, PRINX redefined the performance and design standards
of domestic tires, garnering favorable reputation within the industry. The brand’s exploration and
co-creation with users set PRINX apart in the domestic tire market. PRINX’s entry into Europe is a
significant step in the Group’s pursuit of brand internationalization and differentiation, aiming to
provide European users with high-quality and diversified products and service experiences.

During the Reporting Period, Prinx Chengshan also participated in international and domestic
exhibitions such as Tyrexpo Asia in Singapore, AutoZum in Austria, Automechanika South Africa,
Qingdao International Tire Exhibition, Shanghai International Tire Exhibition, Automechanika
Dubai in Middle East, and Las Vegas SEMA Show in the United States, continuously enhancing
its brand influence in various global markets.
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In 2023, Prinx Chengshan’s North America Branch entered into a cooperation with USA
Pickleball, a pickleball league in the United States. Fortune Tire, a tire brand under Prinx
Chengshan, became the official exclusive tire sponsor of USA Pickleball. Since its entry into the
U.S. market in 2019, Prinx Chengshan Fortune Tire has continuously advanced its technological
innovations to provide high-quality tire solutions with comprehensive performance for North
American users, leading to a sustained increase in brand influence in North America. With Prinx
Chengshan’s accelerated global market layout the introduction of a new international product
portfolio, and the unveiling of its brand image, Fortune Tires’ brand concept of “Driving Forward”
is also establishing a deeper connection with North American users. In addition to providing
users with safe, high-quality and high-performance tire solutions, Fortune Tire has also become
a promoter of an active lifestyle.

Fortune Tire became the official exclusive tire sponsor of USA Pickleball in March 2023
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Strong brand strength winning multi-dimensional recognition

In 2023, the Group, as a representative of Chinese intelligent tire manufacturers, made an
appearance on CCTV-2’s flagship financial program “Consumption Proposition” with a special
segment titled “Focusing on Double 11 e Exploring China’s Leading Intelligent Manufacturing”,
which explored the “black technology” in China that makes life better through technology.

With its rich brand connotation and strength, the Group has received a number of recognitions.
At the second “Golden Bee Awards (5 % 5% #)” sponsored by China Automobile Brothers (F)5
.28) and guided by China Automotive News under the People’s Daily and CAERI (74 B /5 #),
the Group was recognized as the “2022 Prosperity Pioneer Enterprise (8l & i8> %)”, “Public
Welfare Pioneer (A% 5£$%)” and Chengshan Tire FH123 was recognized as the “Truck Brothers’
Trustworthy Product” (RE L BEREEM). In the “GGA Awards (& #)48)” sponsored by Wu
Xiaobo, a well-known commercial media, Hua Ren Tire won the “Best Popular Product Award
(RIEAREMRAE)”. In the 2023 China Brand Value Evaluation Information sponsored by Xinhua
News, China Council for Brand Development and China Appraisal Society, the Group’s brand
value reached RMB2,898 million, ranking 48th in the Energy and Chemical Group. The Group
was also selected as one of the “Top 100 Automobile Supply Chains in China in 2023” by China
Automotive News under People’s Daily.
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(5) Tire leasing and services — “Zhianda”

During the Reporting Period, the Group continued to promote full-process solutions for the
commercial vehicle after-sales market under the service brand of “Zhianda”. The “Zhianda
Model” takes truck and bus tire leasing as the entry point, through the effective application of
RFID (radio frequency identification technology), TPMS (tire pressure monitoring system) and
other intelligent technologies, can effectively improve the tire safety and operation efficiency
of fleet customers, reduce the comprehensive use cost of customers, and ultimately realize the
management of the whole life cycle of tires. During the Reporting Period, the Group established
on-site service standards based on the characteristics of tire products and vehicles to extend
the service life of tires. Through the establishment of a digital service platform and the process
control driven by digitalization and standardization, the Group has continuously increased
the core capabilities of products and services, improved the execution efficiency, and greatly
enhanced the customer service stickiness. “Zhianda” is committed to becoming a fleet service
expert, creating value for fleet customers with standardized and digitized tire solutions, and
leading fleet services with the intelligent application innovations of tires.

During the Reporting Period, the Group achieved the continuous growth of “Zhianda” customers
and serviced wheels, established and fully promoted the application of external repair
service platform. The service network has covered nearly 1,500 service providers in the PRC
(Liaoning, Beijing, Tianjin, Hebei, Shanxi, Shandong, Henan, Jiangsu, Jiangxi, Anhui, Hubei,
Shanghai, Zhejiang, Fujian, Guangdong, etc.). “Zhianda” serves hundreds of large-scale
logistics companies/group customers in various sectors, including express delivery, general
cargo transportation, hazardous chemicals transportation, public transportation and container
transportation, providing guarantee for the transportation timeliness of customers. The project
was awarded titles such as “High-Performance Green Full Lifecycle” demonstration project and
“Two Industries Integration Demonstration Project (W gt & /~&5IE B )" by the Ministry of Industry
and Information Technology of the PRC.
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(6) Capacity layout

The Group’s the Tire Production Base in Shandong currently has a production capacity of 7.4
million sets/year of All Steel Radial Tires and 11.2 million sets/year of Semi-Steel Radial Tires,
and the Tire Production Base in Thailand currently has a production capacity of 2 million sets/
year of All Steel Radial Tires and 8 million sets/year of Semi-Steel Radial Tires. During the
Reporting Period, the capacity utilization rate of All Steel Radial Tires and Semi-Steel Radial
Tires at the Group’s Tire Production Base in Shandong was 90.0%/96.8%, respectively, and
the capacity utilization rate of All Steel Radial Tires and Semi-Steel Radial Tires at the Tire
Production Base in Thailand was 81.0%/90.1%, respectively.

On August 31, 20283, the board of directors of the Group considered and approved the
resolution in relation to the capacity optimisation of the Tire Production Base in Shandong.
The capability of producing high-performance semi-steel radial tires will be improved through
technological transformation, equipment upgrading and process optimisation. Upon completion,
the production capacity of semi-steel radial tires will increase to 11.53 million units per year. The
total investment of the project is expected to be approximately RMB120.0 million. On the same
day, the Board also considered and approved the proposal of the Phase Ill project of the Tire
Production Base in Thailand (with production capacity of 2.0 million sets of Semi Steel Radial
Tire per year). The total investment of the project is expected to be approximately RMB200.8
million.

The above projects was launched in the third quarter of 2023, and it is expected that the
production capacity will be gradually utilised in the first half of 2024 and will reach the designed
production capacity in the second half of 2024.
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(7)

(8)

R&D and innovation

During the Reporting Period, the Company made new progress in the applications of R&D
technologies such as tire modeling and simulation, sustainable technology, intelligent
manufacturing, closely focusing on green, low-carbon, environmental protection, product
lifecycle and “carbon footprint” research. We completed the evaluation of 13 scientific and
technological achievements such as the “development of tires for high-endurance and
comfortable electric vehicle”, the “development of coating and self-healing HEALTECK
technology tires for new energy vehicles”, and the achievements reached the international
advanced and domestic leading level. We successfully applied for the registration of 11 national
scientific and technological achievements such as “key technology research and application
of tire tread performance prediction”, “research on tire wear mechanism and development and
application of bias wear prediction technology”. In 2023, the Company developed a total of 463
new products, of which 70 products were All Steel Radial Tires and 393 products were Semi-
Steel Radial Tires.

During the Reporting Period, the Company made breakthroughs in core technologies such
as the application technology of biodegradable bio-based PA56 new material, bead nylon
wrapped fabric reinforcement technology, unlimited winding technology of tire crown belt ply,
high wear-resistant technology — HWR anti-bias wear technology, quiet cotton + self-repairing
composite technology, and pure black sidewall technology. In 2023, the Group was granted 52
new patents, including 3 invention patents and 43 utility model patents, and was cumulatively
granted 382 intellectual property rights.

Organizational management upgrade and corporate culture construction

The Group is committed to upgrading its organizational management level and strengthening its
corporate culture construction with a view to enhancing its operational efficiency, strengthening
team cohesion and laying a solid foundation for sustainable development of the enterprise. In
order to cope with market changes and business expansion needs, the Group has optimized
and adjusted its organizational structure and clarified the responsibilities and division of work
of various departments to ensure efficient and coordinated operation of the Company. At the
same time, through formulation and implementation of a series of standardized processes, we
have enhanced the standardization of internal management and reduced operational risks. In
addition, with the aid of advanced information technology, we have launched the E-HR system to
enhance the efficiency of human resources management and the level of data management.
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The Group emphasizes the important role of corporate culture in promoting corporate
development and actively creates a healthy and upward cultural atmosphere. Through
organizing various cultural activities, staff training and team building, we have strengthened
the sense of belonging and loyalty of our staff. At the same time, the Company promotes the
core values of “customer first, being responsible, devotion and professionalism, innovation and
opening up”, encourages employees to be responsible, pursue excellence and contribute their
wisdom and strength to the development of the enterprise. During the Reporting Period, the
Group established a system of regular study meetings, reading books and watching movies,
and initiated all-staff learning through internal and external teaching and replacing chairman in
rotation to comprehensively enhance competence. Around “one person with many posts, one
post with many functions”, we organized the implementation of the “AB” role working mechanism
for key positions. In order to ensure the effective promotion of corporate culture construction, the
Group has also established a perfect communication mechanism to widely listen to the opinions
and suggestions of employees and motivate the enthusiasm of all employees to participate in
culture construction.

(9) Intelligent manufacturing and information construction

During the Reporting Period, the Group continued to promote the construction of smart factories,
insisted on strengthening digitalization construction driven by business objectives, and digitally
deposited at the group level. In terms of production management, the Group completed the
launch of stereoscopic warehouses for semi-steel components, the integration of automatic
logistics lines, semi-steel curing expansion equipment and sales information management.
Through the establishment of environment monitoring system of production system and remote
distribution system of programs, the Group realized the optimization of its IT operation and
maintenance management and completed the APS (Advanced Planning and Scheduling)
automatic scheduling for key processes of all steel radial tire production. The Group carried out
a comprehensive and practical renovation of the Company’s cockpit system. Through integrating
the data of the systems such as MES (Manufacturing Execution System), EMS (Energy
Management System) and EAM (Enterprise Asset Management), we further realized the functions
of early warning and alarm and enhanced the operational efficiency of production-related links.
By creating a new benchmark of “intelligent manufacturing”, the Group accelerated intelligent
production, continued to promote the implementation of RFID (Radio Frequency Identification)
projects, completed the implementation of RFID for enclosed smelting and processes of semi-
finished products to enhance the efficiency and accuracy of data uploading. In 2023, based on
the needs of local production and operation, the tire production base in Thailand completed the
implementation and delivery of informatization projects such as the stereoscopic warehouse of
rubber films, the No. 2 automated stereoscopic warehouse of finished products and Phase Il of
the green tires logistics line, and further improved the transshipment efficiency of materials and
finished products.
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New products

During the Reporting Period, the Group actively researched and developed new products and
optimized its product structure according to its global business layout and market development
trend. During the Reporting Period, the Group completed the R&D and launched a total of 463
products, including 70 All Steel Radial Tires and 393 Semi-Steel Radial Tires, further improving its
market competitiveness and market share. At the same time, the Group developed 26 All Steel Radial
Tires and 181 new patterns and products of Semi-Steel Radial Tires according to the demand in the
OE market, the development trend of the replacement market and the expansion of overseas markets.

During the Reporting Period, the Group strived to build a high-value and high-connotative product
matrix according to the market competition situation to enhance product competitiveness. In
particular, in terms of All Steel Radial Tires, we focused on global markets, and created a new
generation of green products with low rolling resistance and high wear resistance, in order to pursue
global environmental protection and sustainable development and timely adjust the product lines
according to the competitive demands of various segment markets around the world. During the
Reporting Period, the Group developed “FH130/PLS1” products for steering wheel position of long-
haul vehicles and “TH102/PTL1” products for spread-axle trailers for the North American market;
we focused on perfecting the “TH135 wide-base series” product line for the European market; we
focused on building the “PRO” boutique series of commercial vehicle tire and the products of “H”
heavy-duty series for the domestic market. In terms of Semi-Steel Radial Tires, the Group created a
new generation of high-performance tires for summer, all-season and winter based on advanced tire
design and manufacturing concept, in line with the market trends, closely following the customers’
demand for gradually improved performance and cooperating with the new brand renewal strategy
in terms of safety, low rolling resistance, quietness and comfort. The Group launched the Chengshan
series of comfortable SUV products — “Hua Yue” and VAN series of all-season tires in China and
Europe respectively, and launched four new products under the new Prinx brand in Europe: the
all-season tire — QUATTURA 48S, the snow tire — WINTER EXCELIA, the high-performance tire —
AQUILA PRO, and the light-weight and heavy-duty all-season tire — VANEA 4S new product. At the
same time, the Group also actively expanded its presence in segment markets and developed the
North American all-season tire, the European Prinx ultra-high-performance tire — AQUILA REV, Prinx
series of new products including snow tire, ice tire, and studded tire for winter, and the “Hua” series
of ultra-high-performance tires — “Hua Ren” PLUS.
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Total sales volume of the Group’s products and sales volume of new products developed
during the Reporting Period

Sales volume Total Proportion of sales

of new products sales volume of new products in

Product category (10,000 sets) (10,000 sets) total sales volume
All Steel Radial Tires 290.8 811.6 35.8%
Semi-steel Radial Tires 530.3 1,643.1 32.3%
Bias Tires 2.5 48.2 5.2%
Total 823.6 2,502.9 32.9%

PROMOTING ENVIRONMENTAL, SOCIAL AND GOVERNANCE (“ESG”)
AND SUSTAINABLE DEVELOPMENT

Corporate business sustainability is a continuing concern of the Group. Currently, the Group’s
environmental, social and governance matters have been included in the scope of duties of the Group’s
Development Strategy and Risk Management Committee. The Board is fully responsible for and leads
the Group’s sustainable development management. Adhering to the vision and mission of “leading tire
innovation, contributing to smart travel and sustainable development, and achieving a better life” and the
core values of “customer first, being responsible, devotion and professionalism, innovation and opening
up”, the Group takes sustainable development as its development strategy and the foundation of daily
operations and abides by the concept of people-oriented, research and development of innovation
products and green sustainable development. In 2023, Prinx Chengshan (Shandong) Tire Co., Ltd.
(“Shandong Company”) has been awarded the title of “Green and Low-Carbon Enterprise in Shandong
Province”, and in September of the same year, Shandong Company has been awarded the title of
“Energy Efficiency Leader Benchmarking Enterprise” for eight consecutive years.
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During the Reporting Period, the Group established a friendly relationship with the local government
authorities and the public in Thailand. In September 2023, a refrigerator was donated to the local
Nongsecang Kindergarten. In June 2023, the plant of the Company in Thailand (“Thailand Plant”)
participated in the “Planting Activity” jointly organized by the Nongsecang Town Government and the
Industry Department of Thailand and donated 10 pieces of mineral water. In June 2023, the Thailand
Plant organized Corporate Social Responsibility (CSR) activities and donated plastic water tanks and
daily necessities for children and etc. to Nongsecang Kindergarten. In August and October 2023,
the Shandong Plant and the Thailand Plant of the Group organized their employees to participate in
unpaid blood donation activities in the community, so as to spread love with blood and refuel life with
love!

Thailand Plant participated in unpaid Shandong Plant participated in unpaid
blood donation activities in community  blood donation activities in community
in 2023 in 2023
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BUSINESS STRATEGIES AND PROSPECTS

As at the date of this report, the orders received by the Group has increased steadily. Looking
forward to 2024, the global economy will continue to maintain a trend of growth, but maybe at a
relatively slow pace. Meanwhile, the Russia-Ukraine war, geopolitical conflicts and tensions in the
Red Sea are likely to impact the global supply chain. According to the World Economic Situation and
Prospects for 2024 recently issued by United Nations Department of Economic and Social Affairs,
high interest rates, further escalated conflicts, weak international trade and increasing climate
disasters will bring great challenges to global growth. Technological innovation will become an
important driving force. Emerging technologies such as artificial intelligence, Internet of Things and
blockchain will further penetrate into various industries and promote the industrial upgrading and
transformation. The Group will actively seize the opportunities of technological innovation to enhance
its own competitiveness.

In the face of the complex and ever-changing market environment, Prinx Chengshan will persevere
in promoting the implementation of strategies and solidly improve the work at the primary level,
improving the business level of each module and boosting sales growth.

(1) Adhere to the “cost leadership” strategy, deepen the cost consciousness of all employees and
build an efficient operation system.

(2) Continue to deepen tire technology innovation and R&D, open to the market and customers, and
create value through technology application.

(8) Firmly promote the strategy of “product + service” and enhance the market expansion and sales
capabilities of all channels and categories.

° In the domestic commercial vehicle tire replacement market, the Group will continue to
optimise the sales structure, use the “lighthouse e-station” to empower our retail sales
network and promote new products; as well as use the road assistance APP platform to
connect branch points and provide joint services.

o In the passenger vehicle tire replacement market, the Group will further improve the
quality of the dealer network and continue to promote consumer marketing, with a view to
achieving synergistic development of “online + offline”.
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(4)

(5)

° In terms of commercial vehicle tire and passenger vehicle tire OE market, the Group will
strengthen cooperation with existing OEMs, continue to increase the proportion of OE, while
actively developing further cooperation on new vehicle models and projects. At the same
time, the Group will further strengthen its team building so that the commercial vehicle and
passenger vehicle businesses will enjoy mutually reinforcing progress.

° In the international markets, the Group will continue to promote the internationalization
of talents, brands, products and cooperation within channels; continue to implement the
strategy of “product-driven, channel-driven, brand-driven”; and consolidate the team’s
business fundamentals and improve its business skills through team management and
empowerment.

Expand business scope and contribute to smart travel solutions: With the service brand of
“Zhianda”, the Group will continue to deepen the refined management of its main business of tire
services, and will also provide customers with one-stop senseless commercial vehicle after-sales
service solutions through the functional integration of vehicle maintenance and other related
fields to create value for customers in multiple dimensions.

Pursue green and sustainable development. The Group promotes the use of new environmentally
friendly materials, strengthens the research on tire renovation technology, recycling of
rubber materials, and the application of bio-based materials, and increases efforts in energy
conservation and consumption reduction, builds a green and low-carbon supply chain, and
promotes the green manufacturing technology, so as to make its due contributions to carbon
peak and carbon neutrality in China.

Focus on the construction of talent team and facilitate the comprehensive development of
enterprises. Based on the strategic development needs of the Company, the Group continues to
optimise the organisational structure and process management, while actively attracting talents,
cultivating and improving the comprehensive capabilities of the Group’s employees, and further
improving the team cohesion and business professional capabilities to meet the needs of the
Company’s high-quality and long-term development.
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FINANCIAL REVIEW
Revenue

For the year ended December 31, 2023, the revenue of the Group amounted to approximately
RMB9,949.0 million, representing an increase of approximately RMB1,797.0 million compared to
approximately RMB8,152.0 million for the year ended December 31, 2022.

Sales by product type 2023 2022

(RMB’000) (RMB’000)
All Steel Radial Tires 6,062,183 5,503,324
Semi-steel Radial Tires 3,511,486 2,564,976
Bias Tires 153,894 83,652
Trade of raw material related to tire products 221,420 —
Total 9,948,983 8,151,952

For the year ended December 31, 2023, revenue from sales of All Steel Radial Tires increased
from approximately RMB5,503.3 million for the year ended December 31, 2022 to approximately
RMB6,062.2 million, representing an increase of approximately 10.2%, mainly due to a year-on-
year increase of 20.5% in sales volume. Revenue from sales of Semi-steel Radial Tires increased
from approximately RMB2,565.0 million for the year ended December 31, 2022 to approximately
RMB3,511.5 million for the year ended December 31, 2023, representing an increase of
approximately 36.9%, mainly due to a year-on-year increase of 42.7% in sales volume. Revenue from
sales of Bias Tires increased from approximately RMB83.7 million for the year ended December 31,
2022 to approximately RMB153.9 million, representing an increase of approximately 84.0%, mainly
due to a year-on-year increase of 76.4% in sales volume, and the sales of raw materials to domestic
customers, which generated revenue of approximately RMB221.4 million.
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Sales by channel 2023 2022
(RMB’000) (RMB’000)

Distributors
Domestic 2,381,065 1,879,559
International 6,326,199 5,653,270
8,707,264 7,532,829
Direct sales to automobile manufacturers 1,020,299 619,123
Trade of raw material related to tire products 221,420 —
Total 9,948,983 8,151,952

For the year ended December 31, 2023, revenue from sales to distributors (including private label
customers) increased from approximately RMB7,532.8 million for the year ended December 31, 2022
to approximately RMB8,707.3 million, representing an increase of approximately 15.6%, which was
mainly due to the increase in domestic and overseas sales as a result of economic recovery, among
which, revenue from domestic distributors increased by 26.7% year-on-year, and revenue from
foreign distributors increased by 11.9% year-on-year.

For the year ended December 31, 2023, revenue from sales to automobile manufacturers increased
from approximately RMB619.1 million for the year ended December 31, 2022 to approximately
RMB1,020.3 million, which was mainly due to the increase in demand from automobile manufacturers
as a result of the recovery of the overall vehicle market.

Cost of sales

The Group’s cost of sales increased from approximately RMB6,982.2 million for the year ended
December 31, 2022 to approximately RMB7,827.3 million for the year ended December 31, 2023,
representing an increase of approximately 12.1%. The increase was mainly due to the increase in
sales volume.

Gross profit and gross profit margin

The Group’s gross profit for the year ended December 31, 2023 amounted to approximately
RMB2,121.7 million, representing an increase of approximately 81.4% compared to approximately
RMB1,169.8 million for the year ended December 31, 2022. The Group’s gross profit margin for 2023
was approximately 21.3% (2022: 14.3%). The increase in gross profit and gross profit margin was
mainly due to the increase in sales volume and the decrease in raw material prices.
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Other income

The Group’s other income for the year ended December 31, 2023 was approximately RMB48.6
million, representing an increase of approximately RMB13.6 million from approximately RMB35.0
million for the year ended December 31, 2022. The increase was mainly due to a year-on-year
increase of RMB3.3 million in government grants, and a year-on-year increase of RMB10.3 million in
the revenue from sales of scrap materials.

Selling and distribution expenses

The Group’s selling and distribution expenses increased from approximately RMB497.5 million for
the year ended December 31, 2022 to approximately RMB526.2 million for the year ended December
31, 2023, representing an increase of approximately 5.8%. The increase was mainly due to the
corresponding increase in variable selling expenses (transportation fees, external storage fees)as a
result of the increase in sales.

R&D expenses

The Group’s R&D expenses increased from approximately RMB229.2 million for the year ended
December 31, 2022 to approximately RMB240.0 million for the year ended December 31, 2023,
representing a increase of approximately 4.7%. The increase was mainly due to the increase in R&D
projects.

Administrative expenses

For the years ended December 31, 2023 and 2022, the Group’s administrative expenses amounted
to approximately RMB213.8 million and RMB184.6 million, respectively, representing an increase of
approximately 15.8%. The increase was mainly due to the increase in salary.

Other gains

For the year ended December 31, 2023, the Group’s other gains decreased by approximately
RMB123.2 million from approximately RMB136.7 million for the year ended December 31, 2022 to
approximately RMB13.5 million in 2023, mainly due to the significant lower foreign exchange gains on
net operating foreign currency assets and gains on changes in fair value of financial assets for the
current period resulting from exchange rate changes than the previous period.

Finance income

For the years ended December 31, 2023 and 2022, the Group’s finance income amounted to
approximately RMB20.6 million and RMB8.6 million, respectively. The increase in finance income was
due to the increase in interest income on bank deposits.
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Finance costs

The Group’s finance costs amounted to approximately RMB93.1 million and RMB80.1 million for the
years ended December 31, 2023 and 2022, respectively. The increase in finance costs was mainly
due to the increase in interest on loans due to the increase in expense amount in interest expenses.

Income tax expense

For the years ended December 31, 2023 and 2022, the Group’s income tax gains amounted to
approximately RMB97.1 million and RMB39.1 million, representing an increase of approximately
RMB136.2 million, which was due to the increase in income tax expense as a result of the increase in
net profit.

Profit for the year

The Group’s profit for the year increased by approximately RMB639.6 million from approximately
RMB393.8 million for the year ended December 31, 2022 to approximately RMB1,033.4 million for
the year ended December 31, 2023. The increase was mainly due to the increase in revenue and the
increase in gross profit resulting from the decrease in raw material prices.

Profit attributable to the Shareholders

As a result of the foregoing factors, profit attributable to the Shareholders for the year ended
December 31, 2023 amounted to approximately RMB1,033.4 million (2022: approximately RMB393.8
million).

Dividend distribution

For the years ended December 31, 2023 and 2022, the Group’s total dividend distribution amounted
to approximately RMB114.2 million and RMB108.8 million, representing an increase of approximately
5.0%, which was due to dividend distribution per share remaining unchanged with the difference
arising from different exchange rates.

Total comprehensive income for the year

Total comprehensive income for the year of the Group increased by approximately RMB456.8 million
from approximately RMB629.9 million for the year ended December 31, 2022 to approximately
RMB1,086.7 million for the year ended December 31, 2023. The increase was primarily due to an
increase in net profit.
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Liquidity and financial resources

The Group maintained a sound financial position. The Group’s borrowing demand was not seasonal.
As at December 31, 2023, the Group’s cash and cash equivalents (including restricted cash)
amounted to approximately RMB726.0 million, representing a decrease of approximately RMB446.7
million as compared to approximately RMB1,172.7 million as at December 31, 2022, which was
mainly due to the repayment of bank borrowings. Of which, RMB445.2 million was denominated in
RMB, RMB254.1 million was denominated in USD, and the remaining was denominated in HK$, EUR
and THB. For currencies of the Group cash and cash equivalents, see Note 24 to the consolidated
financial statements.

As at December 31, 2023, the Group had bank borrowings of approximately RMB1,211.3 million
(2022: approximately RMB2,2083.3 million), of which RMB647.2 million was denominated in RMB and
the remaining was denominated in USD. Borrowings at floating interest rates accounted for 27% and
borrowings at fixed interest rates accounted for 73%. Approximately RMB878.9 million is due within
one year, approximately RMB51.6 million is due within one to two years and approximately RMB280.8
million is due within two to five years. During the Reporting Period, the borrowings were mainly used
for the daily operation and project construction of the Company. For details of the Group’s bank
loans, please refer to note 28 to the consolidated financial statements.

The current ratio as at December 31, 2023 was approximately 1.1 (2022: 1.1). During the Reporting
Period, the Company purchased low-and medium-risk bank wealth management products to hedge
risks and increase wealth management income. As of December 31, 2023, the balance of such
wealth management products amounted to RMB151.0 million.

Inventories

As at December 31, 2023, the Group’s inventories amounted to RMB1,637.5 million, representing an
increase of RMB360.1 million from RMB1,277.4 million as at December 31, 2022. The increase was
due to the increase in production and sales volume and the reserve of raw materials at the end of the
year.

Trade receivables

As at December 31, 2023, the Group’s trade receivables amounted to RMB1,860.4 million,
representing an increase of approximately RMB547.9 million as compared with RMB1,312.5 million as
at December 31, 2022. The increase was mainly due to the increase in revenue.
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Prepayments, other receivables and other current assets

As at December 31, 2023 and 2022, the Group’s prepayments, other receivables and other current
assets included in current assets were approximately RMB474.1 million and RMB337.1 million,
representing an increase of approximately RMB137.0 million. The increase was mainly due to the
increase in prepayments for stocking at the end of the period.

Amounts due from related parties

As at December 31, 2023 and 2022, the Group had amounts due from related parties of RMB244.1
million and RMB126.4 million, respectively, representing an increase of approximately RMB117.7
million. The increase was mainly due to the increase in sales volume from related parties.

Trade payables

As at December 31, 2023 and 2022, the Group’s trade payables amounted to RMB2,391.7 million and
RMB2,000.3 million, respectively, representing an increase of approximately RMB391.4 million, which
was mainly due to the increase in in production-to-sales ratio and stocking at the end of the period.

Other payables and accruals

As at December 31, 2023 and 2022, the Group’s other payables and accruals were RMB1,218.5
million and RMB1,071.3 million, respectively, representing an increase of approximately RMB147.2
million, which was mainly due to the corresponding increase in accrued sales rebates and
commission and freight payable as a result of the increase in sales.

Gearing ratio

As at December 31, 2023, the gearing ratio was 8.7% (2022: 19.1%). The ratios were calculated as
net surplus/debt divided by total capital. Net surplus/debt is calculated as total borrowings less cash
and cash equivalents and restricted cash. Total capital is calculated as equity plus net surplus/debt.

Treasury Policies

The Group has adopted a prudent financial management approach towards its treasury policies
and thus maintained a healthy liquidity position throughout the year ended December 31, 2023.
The Group strives to reduce exposure to credit risk by performing ongoing credit assessments
and evaluations of the financial status of its customers. To manage liquidity risk, the Board closely
monitors the Group’s liquidity position to ensure that the liquidity structure of the Group’s assets,
liabilities and other commitments can meet its funding requirements from time to time.
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Charges on Assets

As at December 31, 2023, the Group’s restricted cash balance of approximately RMB178.0 million
(2022: approximately RMB190.6 million) was pledged as security for bills payable issued by
the Group and for letter of credit. The Group’s property, plant and equipment of approximately
RMB3,793.1 million (2022: approximately RMB3,757.0 million) were pledged as security for bank
borrowings of RMB732.1 million and undrawn loan facilities of RMB323.0 million. Save for the above,
the Group did not have any charges on its assets.

Investments

The construction of the Tire Production Base in Thailand began in 2019, of which the construction
of the phase | project with an annual production capacity of 0.8 million sets of All Steel Radial Tires
and 4.0 million sets of Semi-Steel Radial Tires had been completed in 2020 and entered the stage
of stable operation; the phase Il project with an annual capacity of 1.2 million sets of All Steel Radial
Tires and 4.0 million sets of Semi-Steel Radial Tires have gradually reached production in the first
quarter of 2022,

The Group initiated the expansion plan of Prinx Shandong in the second half of 2020. The total
investment of the project is expected to be approximately RMB666.0 million, with an additional annual
production capacity of 1.05 million sets of All Steel Radial Tires and 2.8 million sets of Semi-Steel
Radial Tires, which have reached full production capacity in the first quarter of 2022.

On August 31, 2023, the Board considered and approved the resolution in relation to the capacity
optimisation of the Tire Production Base in Shandong. The capability of producing high-performance
semi-steel radial tires will be improved through technological transformation, equipment upgrading
and process optimisation. Upon completion, the production capacity of semi-steel radial tires
will increase to 11.53 million units per year. The total investment of the project is expected to be
approximately RMB120.0 million. On the same day, the Board also considered and approved the
proposal of the Phase Ill project of the Tire Production Base in Thailand (with production capacity of
2 million sets of Semi-Steel Radial tires per year). The total investment of the project is expected to be
approximately RMB200.8 million. The capital source for the above projects would be the Group’s own
capital.

The above projects have been launched in the third quarter of 2023, and it is expected that the
production capacity will be gradually utilised in the first half of 2024 and will reach the designed
production capacity in the second half of 2024.

Save as disclosed above, the Group had no other significant investments during the Reporting
Period.
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RISKS AND UNCERTAINTIES

(1)

(2)

Macro Environment Risks

In 2024, as geopolitical conflicts persist and the global economy remains in a recovery phase,
the road to global economic recovery is winding and long. The International Monetary Fund
(IMF) released an update to its World Economic Qutlook Report on January 30, 2024, which
revised upward the global economic growth forecast for 2024 to 3.1%, representing 0.2
percentage higher than the forecast for October 2023 and stated that it reflected an upward
revision of economic growth expectations for China, the United States and a number of large
emerging markets and developing countries. Global inflation will remain stubborn in 2024, the
global economic development outlook is still subject to downside risks, inflationary pressures
may become more persistent, and global economic growth will remain highly dependent on
Asian economies.

Exposure to Foreign Exchange Risks

Given the fluctuations in the global economy and the tightening and easing of monetary policies
by different countries, the Group may be exposed to the risk of exchange rate fluctuations. For
the year ended December 31, 2023, the Group’s revenue denominated in USD from overseas
operations accounted for approximately 63.8% (2022: 67.2%) of the total revenue, which was
mainly used for the procurement of overseas raw materials, and the operating expenses of Prinx
Chengshan Tire (Thailand) Co., Ltd. (“Prinx Thailand”) were mainly settled in THB. Therefore,
the Group is exposed to foreign exchange risk arising from USD and THB. The occurrence
of significant fluctuations in exchange rates will affect the results of the Group. Exchange
rate fluctuations and market trends have always been a concern of the Group. In this regard,
the Company will strengthen the supervision on foreign currency transactions as well as the
scale of foreign currency assets and liabilities, and may manage the potential fluctuations in
exchange rates by optimizing the settlement currency of export trades and utilizing exchange
rate financial instruments and other proactive preventive measures. During the Reporting Period,
the Company reduced the impact of exchange rate fluctuations on the Company’s overseas
business by entering into forward foreign exchange contracts.
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(3) Impacts Caused by Tariff and Anti-dumping and Countervailing Duty Imposed by
the United States Government on Products Imported from the PRC and Thailand

On February 15, 2019, the U.S. Department of Commerce issued an AD/CVD order on China’s
truck and bus tires, that is, anti-dumping duty (AD) and countervailing duty (CVD) will be
imposed on truck and bus tires from the same date. Prinx Chengshan was ordered to pay a
combined security rate of 42.16% of the anti-dumping and countervailing duty. On February
3, 2020, the U.S. Department of Commerce issued a notice to initiate the first administrative
review process for anti-dumping and countervailing duty on imported truck and bus tires
from China. The investigation period of the anti-dumping review is from February 15, 2019 to
January 31, 2020, and the investigation period of the countervailing review is from February
15, 2019 to December 31, 2019. On June 21, 2021, the U.S. Department of Commerce
announced the preliminary-determination duty rate of the first administrative review on the
countervailing duty against truck and bus tires from China, and Shandong Company of the
Group applied a separate tax rate of 17.04% On December 20, 2021, the U.S. Department
of Commerce announced the final-determination duty rate for the first administrative review
on the countervailing duty against truck and bus tires from China. From December 23,
2021, the Group’s Shandong Company will pay countervailing duty deposits for truck and
bus tires exported to the U.S. at a tax rate of 17.47%. The above changes in tax rates have
greatly reduced the tax rate of the Group’s exports to the United States and enhanced the
competitiveness of the Group’s products in the United States market. In addition, the Group
also actively participated in the second administrative review on countervailing duty against
tires imported from China launched by the U.S. Department of Commerce on April 1, 2021, the
investigation period of which is from January 1, 2020 to December 31, 2020. On June 27, 2022,
the U.S. Department of Commerce announced the final-determination duty rate for the second
administrative review on the countervailing duty against truck and bus tires from China. From
June 30, 2022, the Group’s Shandong Company will pay countervailing duty deposits for truck
and bus tires exported to the U.S. at a tax rate of 17.85%. On December 8, 2021, the U.S.
Department of Commerce announced the list of compulsory respondents to the countervailing
investigation of the sixth administrative review of the semi-steel tire in China. Sumitomo rubber
was selected as the compulsory respondent, and the Group also actively participated in the
review. On March 8, 2023, the U.S. Department of Commerce announced the final-determination
duty rate for this review on the countervailing duty. From March 13, 2023, the Group’s Shandong
Company will pay countervailing duty deposits for truck and bus tires exported to the U.S. at a
tax rate of 11.05%.
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On May 13, 2020 (U.S. time), the United Steelworkers of America filed an application with the
U.S. Department of Commerce and the U.S. International Trade Commission for an anti-dumping
investigation against tires for passenger vehicles and light trucks from Thailand, Vietnam, South
Korea and Taiwan, China, and a countervailing investigation against tires for passenger vehicles
and light trucks from Vietnam. On July 19, 2021, the U.S. Department of Commerce issued an
anti-dumping duty order on tires for passenger vehicles and light trucks in Thailand. As the Tire
Production Base in Thailand has not yet exported the concerned tires to the United States during
the investigation period, an average anti-dumping duty rate of 17.06% is applicable. This will
have a certain negative impact on the sales of the Group’s Tire Production Base in Thailand. On
September 6, 2022, the U.S. Department of Commerce issued a notice to commence the first
administrative review process of anti-dumping against imported passenger vehicles and light
truck tires from Thailand, the investigation period of which is from January 6, 2021 to June 30,
2022. The Group has also actively participated in this review. The U.S. Department of Commerce
announced the preliminary ruling results of the first administrative review in August 2023 and
the final results in January 2024. And an average duty rate of 4.52% shall be applicable to the
Group. The U.S. Department of Commerce issued a notice on September 11, 2023 to initiate
the second administrative review procedures against anti-dumping of passenger car and light
truck tires imported from Thailand. The investigation period of this anti-dumping review shall be
from July 1, 2022 to June 30, 2023. The Group participated in this review and filed a reply as
a supplementary mandatory respondent. A preliminary ruling is expected to be issued for this
administrative review in June 2024.

On November 7, 2023 (U.S. time), in response to a petition filed by the United Steel, Paper and
Forestry, Rubber, Manufacturing, Energy, Allied Industrial and Service Workers International
Union and AFL-CIO, CLC on October 17, 2023, the U.S. Department of Commerce announced to
initiate an anti-dumping investigation against Truck and Bus Tires imported from Thailand. The
investigation period of this anti-dumping review shall be from October 1, 2022 to September 30,
2023. The Group participated in this anti-dumping investigation and filed a reply as a mandatory
respondent. A preliminary ruling is expected to be issued for this administrative review in June
2024.
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(4) IMPACT OF THE IMPOSITION OF TARIFFS AND DOUBLE REVERSE MARGIN DUTY
BY THE MEXICAN GOVERNMENT ON PRODUCTS IMPORTED FROM THE PRC

On April 5, 2023 (Mexico time), at the request by Bridgestone de México, S.A. de C.V,,
Compafiia Hulera Tornel, S.A. de C.V., Continental Tire de México, S.A. de C.V. and Industrias
Michelin, S.A. de C.V., and Camara Nacional de la Industria Hulera on November 30, 2022,
the Ministry of Economy of Mexico announced the initiation of an anti-dumping investigation
on the 13 to 22 inch passenger car and light truck tires imported from China. The investigation
period for the anti-dumping investigation was from July 1, 2021 to June 30, 2022. The Group’s
Shandong Company participated in this anti-dumping investigation and filed a reply as a
respondent company. Currently, the investigation is ongoing.

The uncertainty of anti-dumping and countervailing duty rates will pose risks to the Company’s
operations. To this end, the Company will make arrangements in advance and actively respond
to the situation by adopting the following measures to mitigate the impact on the Company:
firstly, to expand the sales of the Tire Production Base in Thailand in non-U.S. markets and
reduce the reliance on a single market; secondly, to develop non-U.S. market products by
relying on the Company’s R&D efforts, and improve the competitiveness of the Tire Production
Base in Thailand through product adjustment and enrichment.

(5) Risks in relation to Overseas Investments

During the Reporting Period, the construction and operation of the Company’s overseas
production bases progressed steadily. At present, the construction of the phase Ill of the Tire
Production Base in Thailand is in progress, and the proportion of the Group’s overseas business
will increase. Local economic, political, policy and legal changes in Thailand may change the
investment environment in Thailand, affect the construction period of project investment, and
pose risks to the Company’s operation and investment.

In view of this, the Group will keep abreast of the changes in the investment environment of
the Thai authorities in real time, and make arrangements for construction progress, product
certification, personnel protection, etc. in advance, as well as make strategic planning for sales
in Thailand.



48 l Prinx Chengshan Holdings Limited Annual Report 2023

Management Discussion and Analysis

(6) Risks in relation to climate change

Many factors will pose different levels of policy and legal risks to the Group and affect changes
in demand from consumers and downstream automobile manufacturers, including the increasing
threat of climate change worldwide and the physical risks that extreme climate changes may
pose to the Group (including production stoppage due to power outages caused by typhoons
and thunderstorms and the failure of outdoor logistics to operate normally affecting order
delivery timeliness), price fluctuations due to unstable supply of raw materials, as well as
transition risks (including the introduction of relevant laws and policies and the adoption of
a series of actions such as carbon tariffs and carbon trade barriers in countries or regions
where the Group produces or markets). The Group incorporates climate risk management into
the Group’s risk management system. The Group continuously evaluates the physical risks
and transition risks brought about by climate changes and formulates relevant risk prevention
plans, such as formulating emergency plans for natural disasters and emergencies, properly
stockpiling raw materials for production, implementing safety inventory plans, and formulating
corresponding workflow and safety measures for sudden abnormal weather changes.

COMPLIANCE WITH RELEVANT LAWS AND REGULATIONS

The Company strictly complied with the following laws and regulations which may have a significant
impact on its production and operation: (a) the laws and regulations relating to compulsory product
certification for tire products; (b) the laws, regulations and policies relating to the access to and
supervision of the tire industry; (c) the laws and regulations relating to environmental protection and
safety responsibility; (d) the laws and regulations relating to foreign investment; (e) the laws and
regulations relating to foreign exchange control and taxation; (f) the laws and regulations relating to
labor and employment; (g) the laws and regulations governing the organization and behavior of the
Company; (h) the laws and regulations relating to securities trading and regulation; (i) the laws and
regulations relating to intellectual property; (j) the laws and regulations relating to data processing
and data security; (k) other relevant laws, regulations, policies and regulatory requirements, etc.
Meanwhile, the Company has established a list of applicable laws and regulations which is updated
from time to time for compliance. In addition, the Company made enquiries from time to time
regarding legal restrictions under the laws of the relevant jurisdictions and the requirements of the
relevant regulatory authorities in the jurisdictions in which it conducts business and investment
activities, such as the import tariffs and quota regulations, anti-dumping and sanctions regulations in
the United States and the European Union trade regulations. Based on the full cooperation between
the legal department of the Company and external legal advisors, and through the continuous and
effective supervision of the Company, the Company is able to comply with the relevant laws and
regulations within and outside the PRC that have a significant impact on the Company.
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CAPITAL STRUCTURE

There was no change in the capital structure of the Company during the Reporting Period. The capital
of the Company comprises ordinary shares and other reserves.

CAPITAL COMMITMENT AND CONTINGENT LIABILITIES

As at December 31, 2023, the Group had capital commitment of approximately RMB70.0 million
(2022: approximately RMB18.7 million). The Group had no contingent liability that would result in a
significant impact during the Reporting Period (2022: nil).

SIGNIFICANT INVESTMENTS, MATERIAL ACQUISITIONS AND DISPOSAL
OF SUBSIDIARIES, ASSOCIATED COMPANIES, AND JOINT VENTURES

Save as disclosed in the section headed “Investments”, the Group did not have any other significant
investments, material acquisitions and disposals of subsidiaries, associated companies and joint
ventures during the Reporting Period.

FUTURE PLANS FOR SUBSTANTIAL INVESTMENTS OR CAPITAL
ASSETS

As at the date of this report, save as disclosed in the section headed “Investments”, there was no
plan authorized by the Board for other substantial investment or additions of capital assets.

HUMAN RESOURCES MANAGEMENT

As at December 31, 2023, the Group had a total of 6,532 employees (as at December 31, 2022:
6,144). For the year ended December 31, 2023, the Group’s employee benefit expenses amounted
to approximately RMB725.5 million (for the year ended December 31, 2022: approximately RMB636.8
million).

During the Reporting Period, the Group continuously promoted and optimized the rank assessment
for each position, improved the performance appraisal system for all staff, established the salary
standards based on the value of the position, and used the grading of rank assessment and the
results of individual performance appraisals as the basis for salary adjustments, promotions and
bonus payments. We maintained a benchmark with our peers and the market in terms of salary levels,
and attracted outstanding talents from neighboring regions to join us. At the same time, we have
strengthened the internal analysis of data relating to labor cost inputs and outputs. Through data
analysis, we identified problems, explored reasons and proposed solutions to provide management
support to the business departments and help reduce costs and increase efficiency.
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The Group attaches great importance to human resources management and talent cultivation and
training, and is committed to building a efficient, professional and competitive talent team to promote
the sustainable development of the enterprise. In order to adapt to the needs of the digital era, the
Company has strengthened the construction of digital learning platforms to break the time and space
constraints by introducing advanced digital learning platforms, so as to provide employees with
multiple learning channels. The Group emphasizes the accumulation and transmission of knowledge
and has established a comprehensive knowledge management system. Through the establishment
of the digital learning platforms, employees are encouraged to share their working experience and
skills through the digital learning platforms, which facilitates the dissemination and application of
knowledge. In order to improve the comprehensive quality and professional ability of our employees,
the Company has further improved our training system. Through cooperation with universities and
training organizations, we have launched various professional competency enhancement courses
and leadership development training.

In addition, the Group also has formulated customized training plans for the needs of different
positions and levels to help employees at all levels to continuously improve their abilities. In order
to promote the implementation of the corporate development strategy, the Group has implemented
a number of specialized empowerment plans. Customized training and counseling projects have
been carried out for the needs of different groups of people, such as reserve managers, sales
representatives, production managers and new employees. Through these plans, the Company has
not only improved the professional skills and overall quality of its employees, but also provided a
strong talent guarantee for the sustainable development of the enterprise. In order to stimulate the
learning enthusiasm of employees and strengthen the construction of professional and technical
talent team, the Group continued to deepen the construction of professional channels, achieving
over 90% coverage rate of professional skills assessment for fourteen major sequences and over
90% coverage rate of technician level certification. The Group also further strengthened the result-
oriented employee ability evaluation mechanism, injected vitality into the grassroots talent team and
promoted the selection and training of outstanding talents. Through continuously strengthening talent
cultivation, we have created an efficient, professional and competitive talent team to promote the
continuous development of the enterprise.

The Company adopted a share option scheme (the “2019 Share Option Scheme”) on July 5, 2019
(the “2019 Adoption Date”), and conditionally granted 14,400,000 options and 835,500 options
(the “Options” and each an “Option”) to certain eligible participants (the “Grantees” and each a
“Grantee”) of the Group on July 9, 2019 (the “2019 Grant Date”) and July 9, 2020 (the “2020 Grant
Date”).
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The Company adopted its current share option scheme (the “2021 Share Option Scheme”) on May
17, 2021 (the “2021 Adoption Date”), and terminated the 2019 Share Option Scheme. The Company
conditionally granted 35,050,000, 3,080,000 and 960,000 Options to certain Grantees on June
28, 2021 (the “2021 Grant Date”), September 28, 2022 (the “2022 Grant Date”), and September
28, 2023 (the “2023 Grant Date”), respectively. All Options granted and accepted and remaining
unexpired prior to such termination shall continue to be valid and exercisable in accordance with
their terms and the terms of the 2019 Share Option Scheme. For details, please refer to the circular
of the Company dated April 16, 2021 and the announcements dated May 17, 2021, June 28, 2021,
September 28, 2022 and September 28, 2023, respectively. Details about the changes in Options for
the year ended December 31, 2023 are set out in the section headed “Share Option Scheme” in this
annual report.
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EXECUTIVE DIRECTORS

Mr. Che Baozhen, aged 41, was appointed as a Director on May 22, 2015 and was appointed as a
member of the Nomination and Remuneration Committee. He also served as the general manager
of Prinx Chengshan (Shandong) Tire Co., Ltd. (“Prinx (Shandong) Tire”), one of the subsidiaries
of the Company, from April 2017 to January 2021. Mr. Che joined the Group in December 2005. He
is a director of all subsidiaries of the Company (excluding Prinx Chengshan (Qingdao) Industrial
Research and Design Co., Ltd. (“Prinx (Qingdao)”), Shenzhen Zhianda Tire Technology Service Co.,
Ltd., Prinx Chengshan Europe GmbH (“Prinx (Europe)”’) and Prinx Chengshan Tire North America
LLC.). Mr. Che is also a Chief Executive Officer. He has over 18 years of experience in the automotive
tire industry and is responsible for the day-to-day operations, overall management, administration
and strategic planning of the Group. Prior to joining the Group, Mr. Che was a staff of Chengshan
Group from December 2003 to May 2010, where he was responsible for handling external relations
and asset management with external parties. In June 2010, Mr. Che was appointed as the assistant
of general manager in Shandong Haizhibao Ocean Technology Company Limited. In December 2010,
Mr. Che was appointed as the chairman of Rongcheng Chengshan Construction Property Limited
Company.

Mr. Che obtained a bachelor's degree in computer science and technology from University of
Science and Technology Beijing in Beijing, the PRC in July 2003. He further obtained a master
degree in business administration from Bond University, Queensland, Australia in October 2015.

Mr. Che is the son of Mr. Che Hongzhi, the chairman of the Board and a non-executive Director.

Mr. Shi Futao, aged 54, was appointed as a Director on October 28, 2015. Mr. Shi joined the
Group in December 2005 as a financial director and was promoted to a director in November 2014
and vice-general manager of Prinx (Shandong) Tire in September 2015. He is a director of Prinx
Investment Holding Limited (“Prinx Investment”), Prinx Chengshan (Hong Kong) Tire Limited (“Prinx
Hong Kong Tire”), Prinx (Hong Kong) Rubber Company Limited (“Prinx Rubber”), Jinan Zhianda
Tire Service Co., Ltd., Zhianda (Shanghai) Tire Service Co., Ltd., Anhui Prinx Chengshan Tire
Company Limited and Prinx Thailand, all being subsidiaries of the Company. He has over 30 years of
experience in accounting and financial management in the PRC.

Mr. Shi obtained a master degree in company finance from the University of Salford in the United
Kingdom in December 2002. He was admitted as a non-practising certified accountant by the
Chinese Institute of Certified Public Accountants in 1995. Mr. Shi was recognised as a Senior
International Finance Manager by the International Financial Management Association in December
2011. He was awarded with the first stage of high-end accounting personnel training engineering
enterprises certificate by Shandong Provincial Party Committee Organisation Department, the
Shandong Province Finance Bureau and the Shanghai National Accounting Institute in April 2014.
Since January 2016, Mr. Shi has been a fellow member of the Chartered Institute of Management
Accountants (“CIMA”) in the United Kingdom and a Chartered Global Management Accountant of the
American Institute of Certified Public Accountants in the United States, respectively.
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Mr. Jiang Xizhou, aged 52, was appointed as a Director on March 28, 2024. He was also appointed
as a director of Prinx (Shandong) Tire and Prinx Thailand (each being a subsidiary of the Company),
respectively. He joined the Company in August 2019 as an assistant to the general manager. He
has been the deputy general manager of the Company since January 2020, the vice president of
the Company and the director of the production and operation centre of the Company, the general
manager and the director of the technology centre of Shandong Company since January 2021. Since
November 2022, he has been serving as the executive vice president of the Company. Prior to joining
the Group, Mr. Jiang held various technical and management positions in Anhui Giti Tire Co., Ltd.
from July 1995 to May 2013; he served as the general manager of Fujian Giti Tire Co., Ltd. and the
general manager of Giti Co., Ltd., a company listed on the Shanghai Stock Exchange (stock code:
600182), from June 2013 to June 2015; he served as the general manager of Anhui Giti Tire Co.,
Ltd. from July 2015 to August 2017; and he served as the manufacturing director of Giti Tire (China)
Investment Co., Ltd. from September 2017 to July 2019.

Mr. Jiang graduated from Hefei University of Technology with a major in polymer materials and
obtained his bachelor degree in July 1995. He graduated from the Wisconsin International University
in the United States in December 2002 with a master’s degree in Executive Master of Business
Administration (EMBA).

NON-EXECUTIVE DIRECTORS

Mr. Che Hongzhi, aged 67, was appointed as a Director on May 22, 2015. He was re-designated
as non-executive Director on March 5, 2018. He was also appointed as the chairman of the Board
and the chairman of the Development Strategy and Risk Management Committee. He is the founder
of the Group. Mr. Che is a director of all subsidiaries of the Company (excluding Prinx (Europe),
Qingdao Zhianda Investment Co., Ltd. and Prinx Chengshan Tire North America Inc.). He is also the
legal representative of two PRC subsidiaries of the Company. Mr. Che is responsible for providing
professional opinion and strategic direction to the Group. Since December 2003, he has been
the chairman and executive director of Chengshan Group. He has over 20 years of experience in
tire production industry. Prior to establishing the Group, Mr. Che was the chairman of Shandong
Chengshan Tire Company Limited from October 2000 to May 2010.

Mr. Che obtained a professional certificate in chemistry from Yantai Education College, in July 1987.
He was awarded as a national model worker by the State Council of the PRC in April 2005. He was
further being credited as an outstanding provincial party member by Shandong Provincial Party
Committee, the PRC in June 2016.

Mr. Che is the father of Mr. Che Baozhen, an executive Director.
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Ms. Wang Ning, aged 37, was appointed as a non-executive director on March 28, 2024. Ms. Wang
has been serving as the assistant to the general manager at Founder Digital Publishing Technology
(Shanghai) Co., Ltd. from June 2011. From May 2014, she has been serving as assistant to the chief
financial officer, assistant to the president, and securities affairs commissioner of InfoTM Micro-
Electronics Co., Ltd, a company listed on the Shenzhen Stock Exchange (stock code: 000670). She
has been serving as the senior consultant and the senior consulting manager of Shanghai InFaith
Group Co., Ltd from May 2020 and December 2020 respectively. Since February 2022, she has
been working in the board office of Red Avenue New Materials Group Co., Ltd., a company listed
on the Shanghai Stock Exchange (stock code: 603650), and was appointed as the securities affairs
representative by the board of directors of the company in April 2022.

Ms. Wang graduated from Qingdao University of Science and Technology in July 2009 with a
bachelor’'s degree in business administration. She obtained the securities practitioner qualification
certificate in June 2015. In March 2017, she obtained the qualification certificate of board secretary
issued by the Shenzhen Stock Exchange. She obtained the certificate of certified public accountant
in March 2021 and became a non-practicing member of the Chinese Institute of Certified Public
Accountants. In November 2022, she attended the 1st pre-appointment training for the board
secretary of the Shanghai Stock Exchange in 2022 and successfully passed the test. In February
2023, she obtained the board secretary pre-appointment training certificate. In March 2024, she
obtained the legal professional qualification certificate of the People’s Republic of China.

Mr. Shao Quanfeng, aged 40, was appointed as a non-executive Director on February 24, 2020. In
July 2007, Mr. Shao served as a general accountant of group finance department of China National
Heavy Duty Truck Group Co., Ltd.. In May and November 2012, he served as a trainee assistant to
the general manager of sales department of China Heavy Truck Group Ji'ning Commercial Truck
Co., Ltd. and a trainee assistant to the general manager of specialised vehicles segment of China
Heavy Truck Group, respectively. In July 2014, he was appointed as the finance manager of Sinotruk
(Hong Kong) Capital Holding Limited. In August 2018, he became the first level business supervisor
of finance department of China Heavy Truck Group International Co., Ltd.. In December 2018,
he served as the managing director of Sinotruk (Hong Kong) International Investment Limited. In
February 2022, he served as the financial controller of China National Heavy Duty Group Jinan Axle &
Transmission Co., Ltd.. In April 2022, he served as the financial controller of SINOTRUK International
Co., Ltd. In February 2023, he served as the financial controller of light truck sales department and
light truck manufacturing factory of China National Heavy Duty TRUCK Group Jinan Commercial
VEHICLE Co., Ltd.

Mr. Shao obtained a bachelor’'s degree in accounting from Shandong University in the PRC in July
2007 and was granted intermediate accountant certificate in August 2011.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Jin Qingjun, aged 67, was appointed as an independent non-executive Director, the Chairman
of the Nomination and Remuneration Committee and a member of each of the Audit Committee and
the Development Strategy and Risk Management Committee on September 9, 2023. He is currently
a senior partner of King & Wood Mallesons. His major areas of practice include securities, finance,
investment, financing, real estate, corporate, maritime commerce, insolvency, litigation as well as
foreign-related legal affairs. He has a solid legal theory foundation and extensive legal practise
experience. In the past 30 years, he has been adhering to the front line of project hosting work,
enjoying a high reputation in the industry and among peers. Mr. Jin is one of the first lawyers who
were granted Security Qualification Certificate in the PRC, focusing on securities-related legal
affairs for more than 30 years. He was the general legal counsel of the Shenzhen Stock Exchange
and a member of the Listing Regulatory Council. He is currently a legal counsel of various financial
institutions, securities companies and listed companies at home and abroad.

Mr. Jin is currently an independent non-executive director of Times China Holdings Limited (a
company listed on the Stock Exchange, stock code: 1233), Sino-Ocean Group Holding Limited (a
company listed on the Stock Exchange, stock code: 3377), Bank of Tianjin Co., Ltd. (a company
listed on the Stock Exchange, stock code: 1578), Central Development Holdings Limited (a company
listed on the Stock Exchange, stock code: 475) and Goldstream Investment Limited (a company
listed on the Stock Exchange, stock code: 1328); a director of Shenzhen Kingkey Smart Agriculture
Times Co., Ltd. (a company listed on the Shenzhen Stock Exchange, stock code: 000048) and an
independent director of Invesco Great Wall Fund Management Co., Ltd. Mr. Jin ceased to act as an
independent director of Shenzhen Cheng Chung Design Co., Ltd. (a company listed on the Shenzhen
Stock Exchange, stock code: 002811) since 23 February 2024. From September 2014 to June 2021,
Mr. Jin served as an independent director of Guotai Junan Securities Co., Ltd. (a company listed on
the Stock Exchange, stock code: 2611 and the Shanghai Stock Exchange, stock code: 601211).

Mr. Jin is also a part-time professor of the Chinese Academy of Governance, a part-time professor
of the Law School of Renmin University of China, an arbitrator of the Shenzhen Court of International
Arbitration, a mediator of the Shenzhen Securities and Futures Dispute Resolution Centre, an
arbitrator of the South Africa International Commercial Arbitration Centre, a member of the Inter-
Pacific Bar Association, a PRC legal counsel of the US Court of Appeals for the Washington D.C.
Circuit and a member of the National Equities Exchange and Quotations Review Committee.

Mr. Jin graduated from the Foreign Language Department of Anhui University with a bachelor’s
degree in English and American literature in 1982. He graduated from the Graduate School of China
University of Political Science and Law with a master’s degree in international law in 1987. In 2009,
he received a completion certificate for a research program from the John F. Kennedy School of
Government at Harvard University.



56 l Prinx Chengshan Holdings Limited Annual Report 2023

Directors and Senior Management

Mr. Choi Tze Kit Sammy, aged 61, has been appointed as an independent non-executive Director,
the chairman of the Audit Committee and a member of the Nomination and Remuneration Committee
since September 10, 2018. Mr. Choi over 35 years of experience in finance and auditing. Since July
6, 2018, Mr. Choi has been an independent non-executive director of Minshang Creative Technology
Holdings Limited (formerly known as Food Wise Holdings Limited) (stock code: 1632), a company
listed on the Stock Exchange. From October 2016 to August 2017, Mr. Choi was an independent non-
executive director of Ernest Borel Holdings Limited, a company listed on the Stock Exchange (stock
code: 1856). Mr. Choi was an independent non-executive director of Fufeng Group Limited (stock
code: 546), a company listed on the Stock Exchange, from January 2007 to November 2015 and an
independent non-executive director of PanAsialum Holdings Company Limited (stock code: 2078), a
company listed on the Stock Exchange, from February 2016 to February 2017.

Mr. Choi graduated from Hong Kong Shue Yan College (currently known as Hong Kong Shue Yan
University) in 1985. He is a member of the Institute of Chartered Accountants in England and Wales,
a fellow member of the Association of Chartered Certified Accountants, a fellow member of the Hong
Kong Institute of Certified Public Accountants, a fellow member of the Taxation Institute of Hong Kong
and a fellow member of the Hong Kong Institute of Directors.

Mr. Choi is currently a member of the Professional Development Committee and the Branding and
Communication Committee of the Hong Kong Institute of Certified Public Accountants. He has also
been a council member of Hong Kong Chiu Chow Merchants Mutual Assistance Society Limited
since October 2013. He was a member of the Professional Conduct Committee and the Investigation
Panel of the HKICPA from January 2020 to December 2022 and a council member of The Society
of Chinese Accountants and Auditors from 2010 to 2015. He was elected as an honorary financial
advisor of Hong Kong and Kowloon Rattan Ware Merchants Association (Wing Hing Tong) in 2018.

Mr. Wang Chuansheng, aged 64, was appointed as our independent non-executive Director and a
member of each the Audit Committee and Development Strategy and Risk Management Committee
with effect from September 10, 2018. Mr. Wang has been the director of Academic Division of
Engineering in Qingdao University of Science & Technology since December 2016. In November
2015, Mr. Wang was appointed as the distinguished expert by Taishan Scholars and was awarded
the Taishan Scholar Climbing Plan (Z=1L 2 3& 2 & 51 £l) Expert in 2020. Mr. Wang was a teacher of
the mechanical faculty in Shandong Institute of Chemical Engineering from July 1982 to September
1984. Mr. Wang has been working at Qingdao University of Science & Technology (previously
known as Qingdao Institute of Chemical Technology) (the “University”) since September 1984. From
September 1984 to November 1984, Mr. Wang was a teacher in mechanical engineering faculty at
the University. During the period between November 1984 and June 1995, he was the vice office
manager of the chemical machinery faculty at the University. From June 1995 to December 1995,
he acted as the vice-manager of the mechanical engineering faculty. Mr. Wang was promoted to the
position of vice-principal of the machinery engineering faculty in December 1995, In March 2002,
he was further promoted to the vice-principal of the electromechanical engineering faculty of the
University. From April 2004 to December 2016, Mr. Wang was the head of the electromechanical
engineering faculty of the University before he was promoted to the current position.
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Mr. Wang obtained a doctorate degree in chemical process machinery from the School of Mechanical
and Electrical Engineering of Beijing University of Chemical Technology in the PRC in June 2000.
He was recognised as the professor of Qingdao University of Science & Technology by Shandong
Province Higher Education Teacher Position Advanced Review Committee in December 1999.

Mr. Wang was awarded the “Second Prize of National Science and Technology Progress Award”
by the State Council of the PRC in December 2001 for his “Synchronous Rotor Mixer Technology”,
and was further awarded the “Second Prize of National Science and Technology Progress Award”
by the State Council of the PRC in December 2011 for his “Industrialisation of Waste Rubber and
Waste Plastics Pyrolysis of Resources Utilisation of Complete Sets of Technology and Equipment”. In
October 2013, Mr. Wang was recognised as the National Oil and Chemical Outstanding Science and
Technology Worker by the China Petroleum and Chemical Industry Federation. In August 2020, Mr.
Wang was granted the title of the “Doctor of the Chemical Industry and Engineering Society of China
(CIESC)” by the CIESC. In September 2019, he was granted the medal in commemoration of the
70th anniversary of the PRC by Chinese Communist Party Central Committee, the State Council and
China’s Central Military Commission. In 2023, Mr. Wang won the Third National Innovation Award (£
= J& 2 B A # =L 8) and the Qingdao Science and Technology Highest Award (& & T &l & & 28).

SENIOR MANAGEMENT

Mr. Huang Xiaolei, aged 48, has been the senior financial controller of the financial centre of the
Company since October 2022 and the chief financial officer of the Company since June 2023.
Since July 2023 and March 2024, he has been serving as a director of Prinx Chengshan Tire North
America LLC.). and Prinx Chengshan Tire Europe GmbH (each being a subsidiary of the Company),
respectively. Prior to joining the Group, from July 1996 to September 2008, Mr. Huang successively
served as the treasury manager of the group’s finance department of Shanghai Baosteel Group
and the head of finance of its Italian subsidiary (based in Italy). From October 2008 to September
2022, Mr. Huang successively served as the senior manager of the group’s finance centre of Luolai
Home Textile Co., Limited (currently known as Luolai Life Technology Co., Limited, shares of which
are listed on the Shenzhen Stock Exchange with stock code 002293), the chief financial officer of
Jingyang (Shanghai) Container Leasing Co., Ltd., the chief financial officer of the China region of and
the Asia Pacific region (based in Hong Kong) of MARCOLIN S.p.A,.

Mr. Huang graduated from East China University of Science and Technology with a bachelor’s
degree in international business administration in June 1996. He graduated from Fudan University
with an MBA degree in January 2012. Mr. Huang obtained a certificate of senior title in accounting
from Shanghai Municipal Finance Bureau in 2009.
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Mr. Ju Xunning, aged 57, has been the deputy director of the production and operation centre of
the Company since January 2021. He has been the deputy general manager of the Company since
February 2018. Mr. Ju has also been the general manager of the semi-steel affairs department of
Prinx (Chengshan) Tires since July 2017. He joined the Group in March 2006 as the assistant to
the quality systems director in Prinx (Shandong) Tire. Mr. Ju was promoted to the position of vice-
chief officer of the manufacturing process improvement department in November 2010. Mr. Ju was
appointed as the chief technology officer of All Steel Products in January 2012. In August 2013,
he became the production director and continued to serve as the deputy director of the process
improvement department. In March 2014, Mr. Ju was promoted to our chief technology officer for
semi-steel products. Mr. Ju was further promoted as the chief quality officer in Prinx (Shandong) Tire
in December 2016 before he was appointed to the current position, and was appointed as the chief
technology officer for semi-steel products of the Group in July 2017. Mr. Ju was responsible for the
overall operation and management of the semi-steel business department of the Group. He joined
Rongcheng Rubber Factory as a trainee in July 1988, and was promoted to the position of the chief of
the phase | engineering formula design department for radial tires in Rongcheng Guotai in July 1995.
He was the director of division | of the department of technology in November 1997. In January 2004,
Mr. Ju acted as the chief engineer of Shandong Chengshan Group Co., Ltd..

Mr. Ju was awarded with a professional diploma in rubber engineering by Qingdao University of
Science & Technology in July 1988. Mr. Ju was recognised as a senior engineer by the Engineering
and Technical Services Review Committee of Shandong Province in December 2001. In October
1998, Mr. Ju was awarded a Provincial Science and Technology Progress Award-Industrial
Technology of Radial Tires with a Production Capacity of 300,000 Sets Per Year by the Science and
Technology Progress Award Evaluation Committee of Shandong Province. In December 1999, Mr. Ju
was awarded the second prize of the National Science and Technology Progress Award-Industrial
Technology of Radial Tires with a Production Capacity of 300,000 Sets Per Year by the Ministry of
Science and Technology of the PRC. In April 2000, he was recognised as the Top 10 Youth Talent
by the Communist Youth League of China in Rongcheng City, Rongcheng Broadcasting Bureau and
Rongcheng Daily Newspaper. In December 2013, he was awarded with the First-class Hundred
Technical Innovation of Workers Achievements Award in Weihai City by the Weihai City Labour
Competition Committee.

Mr. Wang Yu, aged 50, has been the director of commercial vehicle replacement sales centre of
the sales and marketing headquarters since January 2021. He joined the Group in February 2004
as a regional manager of Prinx (Shandong) Tire and was promoted to the position of sales manager
in North China in June 2009 and vice-sales market department officer in April 2010, respectively.
In March 2014, Mr. Wang was further promoted to the chief sales and market department officer
position. Mr. Wang was responsible for the overall sales of commercial vehicle tire replacement of the
Group. Prior to joining the Group, he joined Shandong Chengshan Tires Company Limited in August
2001 as a sales consultant.
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Mr. Chu Xiaohua, aged 40, has been the director of the international sales centre of the sales and
marketing headquarters since January 2021. He has been the Qingdao international sales centre
general manager of the Company in May 2017 when he first joined the Group. Mr. Chu is responsible
for the overall international sales of the Group. Prior to joining the Group, Mr. Chu was a salesman
when he first joined Qingdao Crowntire International Trade Company Limited in May 2008. Mr. Chu
was then promoted to vice manager of its sales department in January 2013. He was responsible
for the business development and maintenance in the markets in Southeast Asia, Oceania and
Russia. In May 2013, Mr. Chu was appointed by the company to work in its branch in Singapore as
manager. He was responsible for cooperating with headquarter of the company to manage in its
branch in Singapore. In December 2013, he was responsible for the establishment of the company’s
branch in Dubai. Mr. Chu was a partner of American Tire and Wheel Centres Inc in July 2015. He is
responsible for the overall business operations, and coordination of sales, marketing and logistics of
the Company.

Mr. Chu obtained a bachelor degree in international economics and trade from Qingdao University of
Technology in July 2007.

Mr. Zhang Yougan, aged 49, joined the Group in June 2020 as the general manager of the Tire
Manufacturing Centre of Prinx (Shandong). He has been the director, deputy general manager and
a director and in charge of the work of Prinx Thailand since October 2020 and the general manager
of Prinx Thailand since May 2021. Prior to joining the Group, Mr. Zhang held various technical and
management positions in Anhui Jiatong Tire Co., Ltd. from July 1996 to January 2015. He served as
the assistant to the general manager of Anhui Jiatong Tire Co., Ltd. from January 2015 to June 2017.
He served as the deputy general manager of Anhui Jiatong Tire Co., Ltd. from June 2017 to June
2020.

Mr. Zhang obtained a diploma in mechanical design and manufacturing from Hefei University of
Technology in July 1996 and completed an EMBA study at Shanghai Better Education Institute of
Management in February 2009.

COMPANY SECRETARY

Ms. Cao Xueyu, aged 53, was appointed as a joint company secretary of the Company on March
29, 2019 and became the sole company secretary of the Company on September 1, 2022. She was
appointed as a Director on March 5, 2018 and resigned as a Director on March 28, 2024. She joined
the Group as a director of Prinx Hong Kong Tire on July 1, 2016. She is a director of Prinx Rubber
and Prinx Investment, subsidiaries of the Company. Prior to joining the Group, Ms. Cao was a cost
accountant and sales accounting supervisor in Nestle Qingdao Limited from June 1994 to January
1997. She was responsible for the internal reportorial documentations relating to sales. In September
2000, she joined the Best Western International Inc. as an account clerk in its national office in New
Zealand, and worked as the assistant accountant in April 2001 until May 2004. In September 2004,
Ms. Cao was the finance manager of Wistar Enterprises Limited. She was responsible for supervising
the finance team of the company to provide financial and management accounting support to the
subsidiaries of the company.
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Ms. Cao was awarded with the New Zealand Diploma in Business by the Auckland University
of Technology, New Zealand, in April 2003. She was recognised as the Associate Chartered
Management Accountant by the Chartered Institute of Management Accountants since November
2015. In October 2016, Ms. Cao was admitted as a certified accountant by the Certified Public
Accountant Australia.

CHANGE OF DIRECTORS

The term of office of Mr. Zhang Xuehuo expired on September 9, 2023 pursuant to a letter of
appointment with the Company. To devote more time to other business commitments, Mr. Zhang
retired as an independent non-executive Director upon expiration of his term of office and ceased to
be the chairman of the Nomination and Remuneration Committee and a member of each of the Audit
Committee and the Development Strategy and Risk management Committee.

Mr. Jin Qingjun has been appointed as an independent non-executive Director, the chairman of the
Nomination and Remuneration Committee and a member of each of the Audit Committee and the
Development Strategy and Risk Management Committee since September 9, 2023. Mr. Jin shall hold
office until the next following annual general meeting of the Company and be subject to retirement by
rotation and re-election thereat in accordance with the memorandum and articles of association of the
Company.

Ms. Cao Xueyu resigned as an executive Director of the Company on March 28, 2024 due to internal
reallocation of responsibilities.

Mr. Wang Lei resigned as a non-executive Director of the Company on March 28, 2024 as he intends
to devote more time to his other business commitments.

Mr. Jiang Xizhou has been appointed as an executive Director with effect from March 28, 2024. Mr.
Jiang shall hold office until the next following annual general meeting of the Company and be subject
to retirement by rotation and re-election thereat in accordance with the memorandum and articles of
association of the Company.

Ms. Wang Ning has been appointed as an non-executive Director with effect from March 28, 2024.
Ms. Wang shall hold office until the next following annual general meeting of the Company and be
subject to retirement by rotation and re-election thereat in accordance with the memorandum and
articles of association of the Company.

For details of the change of Directors, please refer to the announcements of the Company dated
August 31, 2023 and March 28, 2024.
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The Board is pleased to present its report together with the audited consolidated financial statements
of the Group for the year ended December 31, 2023.

SHARE OPTION SCHEME

The purpose of the Share Option Scheme is to attract, retain and provide incentives to senior and
mid-level management and key employees of the Company, to provide them with the opportunity to
obtain shares of the Company and to link their interests closely to the operating results and share
performance of the Company with a view to increasing the value of the Company and to attracting
human resources that are valuable to the Group.

2021 Share Option Scheme

The Company adopted the 2021 Share Option Scheme on the 2021 Adoption Date. The 2021 Share
Option Scheme shall be valid and effective for a period of eight years commencing from the 2021
Adoption Date.

As at the date of this annual report, the remaining life of the 2021 Share Option Scheme is
approximately five years and two months.

The purpose of the 2021 Share Option Scheme is to replace the 2019 Share Option Scheme and
to enable the Board to grant share options to selected Eligible Participants (as defined below)
as incentives or rewards for their contribution or potential contribution to the Group and to recruit
and retain high calibre eligible participants and attract human resources that are valuable to the
Group. Proposed employees are included as Eligible Participants to enable the Company to offer a
competitive remuneration package to recruit high calibre candidates.

For the purpose of the 2021 Share Option Scheme, eligible participant means any employee or
proposed employee (whether full time or part time) of any member of the Group or any invested
entity, excluding any independent non-executive Directors and provided that the proposed employee
is actually employed by the Group and has passed the stipulated probation period.

As at the date of this report, the number of Shares available for issue under the 2021 Share Option
Scheme is 10,910,000 Shares, representing approximately 1.71% (as at the date of the 2022 Annual
Report: 1.87%) of the total number of Shares in issue as at the date of this annual report.

The total number of Shares which may be issued upon exercise of all share options to be granted
under the 2021 Share Option Scheme and any other share option schemes of the Company must
not in aggregate exceed 10% of the total number of Shares in issue as at the Adoption Date. The
Company may seek approval of the Shareholders in general meeting to refresh the 10% limit under
the 2021 Share Option Scheme, provided that the total number of Shares which may be issued upon
exercise of all outstanding share options granted and yet to be exercised under the 2021 Share
Option Scheme and any other share option schemes of the Company under the limit as refreshed
must not exceed 30% of the total number of Shares in issue from time to time.
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No Grantee shall be granted a share option if exercised in full, would result in the total number
of Shares issued and to be issued upon exercise of the share options granted to such Grantee
(including both exercised and outstanding share options) in any 12-month period exceeding 1%
of the total number of Shares in issue. Where any further grant of share options to a Grantee, if
exercised in full, would result in the total number of Shares already issued or to be issued upon
exercise of all share options granted and to be granted to such Grantee (including exercised,
cancelled and outstanding share options) in the 12-month period up to and including the date of
such further grant exceeding 1% of the total number of Shares in issue, such further grant must
be separately approved by the Shareholders in general meeting with such Grantee and his/her
associates abstaining from voting.

The Grantee may subscribe for Shares during such period as may be determined by the Directors
(which shall not be more than eight years from the date of grant of the relevant Option and include
the minimum period, for which an Option must be held before it can be exercised). Subject to the
terms of the 2021 Share Option Scheme, Options can be vested at any time after the expiry of a
period which may be determined by the Board from the date of grant of the relevant Option. The
exercise price shall be such price as determined by the Board in its absolute discretion at the time of
the grant of the relevant Option (and shall be stated in the letter containing the Offer) but in any case
the exercise price shall not be lower than the highest of (a) the closing price of the Shares as stated
in the Stock Exchange’s daily quotation sheet on the date of grant, which must be a business day; (b)
the average closing price of the Shares as stated in the Stock Exchange’s daily quotations sheets for
the five trading days immediately preceding the date of grant; and (c) the nominal value of a Share
on the date of grant.

During the Reporting Period, no share options were exercised or cancelled, and a total of 3,710,000
share options were lapsed under the 2021 Share Option Scheme. 27,330,000 share options were
outstanding as at the end of the Reporting Period.

At the beginning of the Reporting Period, the number of share options that may be granted under the
2021 Share Option Scheme was 11,870,000. At the end of the Reporting Period, the number of share
options that may be granted under the 2021 Share Option Scheme was 10,910,000.

Share options Granted in 2021

On the 2021 Grant Date, the Company conditionally granted 35,050,000 share options to certain
Grantees, subject to acceptance of the Grantees, to subscribe for a total of 35,050,000 ordinary
shares (the “Shares”) of USD0.00005 each in the share capital of the Company. The exercise
price of the Shares on the 2021 Grant Date was HK$8.568 per Share, which is the highest among
(i) the closing price of HK$8.510 per Share as stated in the daily quotation sheets issued by the
Stock Exchange on the Grant Date; (ii) the average closing price of HK$8.568 per Share as stated
in the daily quotation sheets issued by the Stock Exchange for the five business days immediately
preceding the Grant Date; and (iii) the nominal value of each Share. The closing price for the
business day immediately preceding the 2021 Grant Date was HK$8.500 per Share.

Among the share options granted, 5,500,000 share options were granted to the Directors, chief
executive or substantial shareholders of the Company, or an associate (as defined in the Listing
Rules) of any of them and 29,550,000 share options were granted to other senior management and
employees of the Group.
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Share options granted in 2022

On the 2022 Grant Date, the Company conditionally granted 3,080,000 share options to certain
Grantees, subject to acceptance of the Grantees, to subscribe for a total of 3,080,000 shares of the
Company. The exercise price of the Shares on the 2022 Grant Date is HK$8.568 per Share, which
represents the highest among (i) the closing price of HK$6.410 per Share as stated in the daily
guotation sheets issued by the Stock Exchange on the grant date; (ii) the average closing price of
HK$6.298 per Share as stated in the daily quotation sheets issued by the Stock Exchange for the
five business days immediately preceding the grant date; (iii) the nominal value of each Share; and
(iv) the exercise price on the 2021 Grant Date (i.e. HK$8.568 per Share). The closing price on the
business day immediately preceding the 2022 Grant Date was HK$6.400 per Share.

The grantees of the share options granted in 2022 are the employees of the Group, and no grantees
were the Directors, chief executives or substantial Shareholders of the Company, or an associate (as
defined in the Listing Rules) of any of them.

Share options granted in 2023

On the 2023 Grant Date, the Company conditionally granted 960,000 share options to certain
Grantees, subject to acceptance of the Grantees, to subscribe for a total of 960,000 shares of the
Company. The exercise price of the Shares on the 2023 Grant Date is HK$8.568 per Share, which
represents the highest among (i) the closing price of HK$6.54 per Share as stated in the daily
guotation sheets issued by the Stock Exchange on the grant date; (ii) the average closing price of
HK$6.48 per Share as stated in the daily quotation sheets issued by the Stock Exchange for the five
business days immediately preceding the grant date; (iii) the nominal value of each Share; and (iv)
the exercise price on the 2021 Grant Date (i.e. HK$8.568 per Share). The closing price on the 2023
Grant Date was HK$6.54 per Share.

The grantees of the share options granted in 2023 are the employees of the Group, including one
senior management (as defined in the Listing Rules), and no grantees were the Directors, chief
executives or substantial Shareholders of the Company, or an associate (as defined in the Listing
Rules) of any of them.

The number of ordinary shares that may be issued pursuant to the share options granted under the
2021 Share Option Scheme during the year ended December 31, 2023 divided by the weighted
average number of ordinary shares for the year ended December 31, 2023 was approximately 0.15%.

Details of the 2021 Share Option Scheme and the share options granted are set out in the circular
of the Company dated April 15, 2021, and the announcements dated May 17, 2021, June 28, 2021,
September 28, 2022, and September 28, 2023, respectively.

2019 Share Option Scheme

The Company adopted the 2019 Share Option Scheme on the 2019 Adoption Date and terminated
the 2019 Share Option Scheme on the 2021 Adoption Date. Details of the termination of the 2019
Share Option Scheme are set out in the circular issued by the Company on April 15, 2021.
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According to the terms of the 2019 Share Option Scheme, the Company may by resolution in general
meeting at any time terminate the 2019 Share Option Scheme, and in such event, no further offer to
grant an option nor further option shall be made, but in all other respects the provisions of the 2019
Share Option Scheme shall remain in force and effect. All share options granted and accepted and
remained unexpired immediately prior to such termination shall continue to be valid and exercisable
in accordance with their terms and the terms of the 2019 Share Option Scheme.

The purpose of the 2019 Share Option Scheme is to attract, retain and motivate senior and mid-level
management and key employees of the Company, to provide them with the opportunity to obtain
shares of the Company, to link their interests closely to the operating results and share performance
of the Company with a view to increasing the value of the Company and to attracting human
resources that are valuable to the Group.

For the purpose of the 2019 Share Option Scheme, eligible participant means any employee or
proposed employee (whether full time or part time) of any member of the Group or any invested
entity, excluding any independent non-executive Directors and provided that the proposed employee
is actually employed by the Group and has passed the stipulated probation period.

As the Company has terminated the 2019 Share Option Scheme on 2021 Adoption Date, under the
2019 Share Option Scheme, no options were available for grant at the beginning and the end of the
Reporting Period and no shares were available for issue as at the date of this report.

The Grantee may subscribe for Shares during such period as may be determined by the Directors
(which shall not be more than six years from the date of grant of the relevant Option and include
the minimum period, for which an Option must be held before it can be exercised). Subject to the
terms of the 2019 Share Option Scheme, Options can be vested at any time after the expiry of a
period which may be determined by the Board from the date of grant of the relevant Option. The
exercise price in respect of any Option shall be such price as determined by the Board in its absolute
discretion at the time of the grant of the relevant Option (and shall be stated in the letter containing
the Offer) but in any case the exercise price shall not be lower than the highest of (a) the closing
price of the Shares as stated in the Stock Exchange’s daily quotation sheet on the date of grant,
which must be a business day; (b) the average closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheets for the five trading days immediately preceding the date of grant;
and (c) the nominal value of a Share on the date of grant.

During the Reporting Period, no share options were exercised, a total of 2,065,911 share options
were cancelled and a total of 801,149 share options were lapsed under the 2019 Share Option
Scheme. 6,176,401 Share options were outstanding as at the end of the period.
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Share options granted in 2019

On the 2019 Grant Date, the Company conditionally granted 14,400,000 share options to certain
Grantees, subject to acceptance of the Grantees, to subscribe for a total of 14,400,000 Shares
pursuant to the 2019 Share Option Scheme. The exercise price of the Shares on the 2019 Grant Date
was HK$7.244 per Share, which is the highest among (i) the closing price of HK$7.130 per Share on
the 2019 Grant Date; (ii) the average closing price of HK$7.244 per Share for the five business days
immediately preceding the 2019 Grant Date; and (iii) the nominal value of each Share. The closing
price for the business day immediately preceding the 2019 Grant Date was HK$7.220 per Share. The
offer of a grant of share options may be accepted within 28 days from the date of offer.

Among the Share options granted in 2019, 1,317,500 share options were granted to the Directors,
chief executive or substantial shareholders of the Company, or an associate (as defined in the Listing
Rules) of any of them and 13,082,500 share options were granted to other senior management (as
defined in the Listing Rules) and employees of the Group.

Share options granted in 2020

On the 2020 Grant Date, the Company conditionally granted 835,500 share options to certain
Grantees, subject to acceptance of the Grantees, to subscribe for a total of 835,500 Shares pursuant
to the 2019 Share Option Scheme. The exercise price of the Shares on the 2020 Grant Date was
HK$7.960 per Share, which is the highest among (i) the closing price of HK$7.960 per Share on the
2020 Grant Date; (ii) the average closing price of HK$7.894 per Share for the five business days
immediately preceding the 2020 Grant Date; and (iii) the nominal value of each Share. The closing
price on the business day preceding the 2020 Grant Date was HK$7.820 per Share.

The grantees of the share options granted in 2020 are the employees of the Group, and no grantees
were the Directors, chief executives or substantial Shareholders of the Company, or an associate (as
defined in the Listing Rules) of any of them.

Details of the 2019 Share Option Scheme and the share options granted are set out in the circular of
the Company dated June 13, 2019, the announcements dated July 9, 2019 and July 9, 2020 and the
circular dated April 15, 2021.
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Details of the outstanding Options and Options granted, exercised, cancelled and lapsed during the
year ended 31 December 2023 are as follows:

Number of shares options
Outstanding Outstanding
Exercise Asat  asatthe Granted  Exercised Lapsed  Cancelled asatthe
Name of the price  thedate  beginning during during during during end of
participant Position(s) held  Date of Grant per share of grant of the period  the period  the period  the period  the period  theperiod  Exercise period
Che Baozhen Executive Director  July 9, 2019 HKS7.244 580,000 580,000 - — — 189,467 390,533 July 9, 2020 to July 8,
2025 (Notes 186)
Shi Futao Executive Director  July 9 2019 HK$7 244 512,000 512,000 - - - 167,254 344,746 July 9, 2020 to July 8,
2025 (Notes 1&6)
June 28, 2021 HK$8.568 5,000,000 5,000,000 - - - — 5,000,000  June 28, 2024 to June
27, 2029 (Notes 386)
Cao Xueyu Executive Director  July 9, 2019 HKS7.244 225,500 225,500 - — — 73,664 151,836 July 9, 2020 to July 8,
and Company 2025 (Notes 146)
Secretary June 28, 2021 HK$8.568 500,000 500,000 - — - - 500,000  June 28, 2024 to June
27, 2029 (Notes 386)
Other senior July 9, 2019 HK$7.244 13,082,500 7,193,164 - - 704076 1479497 5,009,591  July 9, 2020 to July 8,
management 2025 (Notes 1&6)
and employees July 9, 2020 HK$7.960 835,500 532,797 — — 97,073 156,029 279,695 July 9, 2021 to July 8,
(as defined in 2025 (Notes 286)
Chapter 17 of the June 28, 2021 HK$8.568 29,550,000 21,500,000 - — 1,950,000 — 19,550,000 June 28, 2024 to June
Listing Rules) 21,2029 (Notes 3&6)
September 28, 2022 HK$8.568 3,080,000 3,080,000 - — 1,760,000 — 1,320,000 June 28, 2024 to May
27, 2029 (Notes 486)
September 28, 2023 HK$8.568 960,000 - 960,000 - - - 960,000  September 28, 2024 to
(Note 7) May 27, 2029
(Notes 546)
Total 54,325500 39,123,461 960,000 — 4511149 2065911 33506401
Note 1:The share options granted will vest upon achievement of the performance targets in the respective proportions and

Note 2:

on the respective dates as specified in the offer letter. One third of the total number of the share options granted shall
be vested and exercisable from the expiry of 12 months, 24 months and 36 months, respectively, on the 2019 Grand
Date; if the share options are not vested due to the failure of meeting performance standards of the participants of the
incentive scheme in the first three vesting periods, the share options granted shall be exercisable at any time from the
expiry of 48 months from the 2019 Grant Date for the fourth exercise period subject to the fulfiiment of performance
standards in the fourth annual appraisal and the deferred vesting conditions, and the vesting proportion shall be the
remaining unvested share options after excluding the lapsed share options. If the vesting conditions are not met by the
Grantee, the unvested share options granted to such Grantee would lapse. Subject to the vesting schedule, the share
options are exercisable within a period of six years commencing from the 2019 Grant Date.

The share options granted will vest upon achievement of the performance targets in the respective proportions and on
the respective dates as specified in the offer letter. Half of the total number of share options granted can be vested
and exercised after the expiration of 12 months and 24 months from the 2020 Grant Date, respectively. If the share
options are not vested as the performance of the scheme participants in the first two vesting periods fails to meet the
standards, in the event that the performance meets the standard upon the third annual assessment and the deferred
vesting conditions are satisfied, the share options granted may be exercised at any time after the third exercise period
(i.e., after 36 months from the 2020 Grant Date), and the vesting proportion is the remaining unvested share options
after excluding the expired share options. If the vesting conditions are not met by the Grantee, the unvested share
options granted to such Grantee would lapse. Subject to the vesting schedule, the share options are exercisable within
a period of five years commencing from the 2020 Grant Date.
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Note 3:Subject to the terms of the 2021 Share Option Scheme, 35% and the remaining 65% of the share options can be vested
and exercised at any time after the expiration of 36 months and 60 months from the 2021 Grant Date, respectively.
Subject to the vesting schedule, the share options are exercisable within a period of eight years commencing from the
2021 Grant Date. The share options granted will vest upon achievement of the performance targets in the respective
proportions and on the respective dates as specified in the offer letter. If the vesting conditions are not met by the
Grantee, the unvested share options granted to such Grantee would lapse in accordance with the terms of the 2021
Share Option Scheme.

Note 4:Subject to the terms of the 2021 Share Option Scheme, 35% and the remaining 65% of the share options can be vested
at any time after the expiration of 21 months and 45 months from the 2022 Grant Date, respectively. Subject to the
vesting schedule, the share options are exercisable within a period of six years and nine months commencing from the
2022 Grant Date. The share options granted will vest upon achievement of the performance targets in the respective
proportions and on the respective dates as specified in the offer letter. If the vesting conditions are not met by the
Grantee, the unvested share options granted to such Grantee would lapse in accordance with the terms of the 2021
Share Option Scheme.

Note 5:Subject to the terms of the 2021 Share Option Scheme, 35% and the remaining 65% of the share options can be vested
at any time after the expiration of 12 months and 33 months from the 2023 Grant Date, respectively. Subject to the
vesting schedule, the share options are exercisable within a period of five years and nine months commencing from the
2023 Grant Date. The share options granted will vest upon achievement of the performance targets in the respective
proportions and on the respective dates as specified in the offer letter. If the vesting conditions are not met by the
Grantee, the unvested share options granted to such Grantee would lapse in accordance with the terms of the 2021
Share Option Scheme.

Note 6:The exercise of share options shall be conditional upon fulfilment of the Company’s annual performance objectives and
personal performance objectives.

Note 7:The closing price of the Shares immediately before the 2023 Grant Date was HK$6.570 per Share. The fair value of
share options in 2023 and the accounting standard and policy adopted as at the 2023 Grant Date are set out in the
note 26 to the consolidated financial statements. The valuation of share options is quite subjective and subject to
uncertainties, depending on the assumptions used in and limitations of calculation model

Save as disclosed above, (i) none of the Grantees is a Director, chief executive, substantial
shareholder of the Company, or an associate (as defined in the Listing Rules) of any of them; (ii)
none of the Grantees is a participant with Options granted or to be granted in any 12-month period
exceeding the 1% individual limit under the Listing Rules; and (iii) none of the Grantees is a related
entity participant or service provider (as defined under the Listing Rules).

Share options Exercised and Issued Shares

As mentioned above, no share options granted by the Company were exercised during the Reporting
Period.
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PRINCIPAL ACTIVITIES

The Company is principally engaged in the manufacturing and sales of tire products in the PRC and
other global markets. The analysis of the Group’s principal business for the year ended December
31, 2023 is set out in note 1 to the consolidated financial statements.

RESULTS

The financial results of the Group for the year ended December 31, 2023 are set out in the
consolidated statement of profit or loss and consolidated statement of comprehensive income on
pages 122 to 123 of this annual report.

FINAL DIVIDEND

The Board recommends the payment of a final dividend of HK$0.30 per ordinary share before tax for
the year ended December 31, 2023. The final dividend is subject to the approval of the shareholders
of the Company at the annual general meeting to be held on May 31, 2024 (the “AGM”) and will be
paid around June 17, 2024 to the Shareholders whose names appear on the register of members of
the Company on June 11, 2024.



Annual Report 2023  Prinx Chengshan Holdings Limited ' 69

Report of the Directors

Pursuant to the Enterprise Income Tax Law of the People’s Republic of China (the “EIT Law”),
the Implementation Rules of the Enterprise Income Tax Law of the People’s Republic of China,
and the Notice of the State Administration of Taxation on Issues Concerning the Determination of
Chinese-Controlled Enterprises Registered Overseas as Resident Enterprises on the Basis of De
Facto Management Bodies, the Company is required to withhold 10% enterprise income tax when
it distributes the final dividend to its non-resident enterprise shareholders, and the withholding and
payment obligation lies with the Company. In respect of all shareholders whose names appear on
the Company’s register of members as at the record date for determination of entitlement to the final
dividend who are not individuals (including HKSCC Nominees Limited (“HKSCC”), other corporate
nominees or trustees such as securities companies and banks, and other entities or organisations,
which are all considered as non-resident enterprise shareholders), the Company will distribute the
final dividend after deducting enterprise income tax of 10%. The Company will not withhold and pay
the enterprise/individual income tax for all PRC resident enterprise, exempted institution and natural
person Shareholders whose names appear on the register of members of the Company on the record
date for determination of entitlement to the final dividend.

If any resident enterprise (as defined in the Enterprise Income Tax Law) listed on the Company’s
register of members which is duly incorporated in the PRC or under the laws of a foreign country (or
a region) but with a PRC-based de facto management body, does not desire to have the Company
withhold the said 10% enterprise income tax, it shall lodge with Link Market Services (Hong Kong)
Pty Limited documents from its governing tax authority confirming that the Company is not required to
withhold and pay enterprise income tax in respect of the dividend that it is entitled before 4:30 p.m.
on June 5, 2023.

If you wish to change your shareholder status, please enquire about the relevant procedures with
your agents or trustees. The Company will withhold and pay the enterprise income tax for its non-
resident enterprise shareholders strictly in accordance with the laws and the requirements of the
relevant government departments and based on the register of members of the Company on the
Record Date. The Company assumes no liability whatsoever in respect of and will not entertain any
claims arising from any delay in, or inaccurate determination of, the status of the Shareholders or any
disputes over the mechanism of withholding of enterprise income tax.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Tuesday, May 28, 2024 to Friday, May
31, 2024, both days inclusive, during which period no transfer of shares will be registered. In order to
determine the identity of members who are entitled to attend and vote at the annual general meeting
to be held on Friday, May 31, 2024, all transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s branch share registrar in Hong Kong, Link Market
Services (Hong Kong) Pty Limited, at Suite 1601, 16/F, Central Tower, 28 Queen’s Road Central,
Hong Kong not later than 4:30 p.m. on Monday, May 27, 2023.
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Subject to the approval of the Shareholders at the AGM, the proposed final dividend will be payable
to the Shareholders whose names appear on the register of members of the Company on Tuesday,
June 11, 2024, being the record date for determination of entitlement to the final dividend. The
register of members of the Company will be closed from Thursday, June 6, 2024 to Tuesday,
June 11, 2024, both days inclusive, during which period no transfer of shares of the Company
will be registered. In order to qualify for the proposed final dividend, all share transfer documents
accompanied by the relevant share certificates must be lodged with the Company’s branch share
registrar in Hong Kong, Link Market Services (Hong Kong) Pty Limited, at Suite 1601, 16/F, Central
Tower, 28 Queen’s Road Central, Hong Kong for registration not later than 4:30 p.m. on Wednesday,
June 5, 2024.

DIVIDEND POLICY
The Company has adopted a dividend policy (the “Dividend Policy”). The Board shall consider the
following factors before declaring or recommending dividends:

e the Company’s actual and expected financial performance;

° retained earnings and distributable reserves of the Company and each of the subsidiaries of the
Group;

e the Group’s working capital requirements, capital expenditure requirements and future
expansion plans;

° the Group’s liquidity position;

o general economic conditions, business cycle of the Group’s business and internal or external
factors that may have an impact on the business, financial results and position of the Company;
and

° other factors that the Board deems relevant.

The payment of dividend is also subject to any restrictions under the applicable laws and the articles
of association of the Company.

As stated in the prospectus of the Company dated September 24, 2018 (the “Prospectus”), the
Group intends to pay dividends of not less than 20% of the future distributable net profit attributable
to equity shareholders after the Listing. Going forward, the Group will continuously evaluate its
dividend policy in light of its financial position and the prevailing economic environment.
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BUSINESS REVIEW
1. Business Review of the Company

The Company is principally engaged in the R&D, manufacturing and sales of tires. It has
three product categories, namely All Steel Radial Tires, Semi-Steel Radial Tires and Bias
Tires, covering passenger, commercial, industrial, agricultural and some special vehicle tires.
The Company pursues the core strategies of cost leadership, efficiency driven, differentiated
competition and global operation, focuses on improving the industrial ecological chain, and
responds to the ever-changing needs of customers in a systematic, professional and rapid
manner to create value for customers. Prinx Chengshan is a green development enterprise that
attaches importance to safety, environmental protection, integrity, win-win and bears a strong
sense of social responsibility.

For further details, please refer to related contents in this section and “Business Review and
Outlook” in the section headed “Management Discussion and Analysis” in this annual report.
Substantially all of the Group’s revenue was from sale of tires. The following table sets forth a
summary of financial ratios for indicated periods and dates:

Year ended December 31,

Financial Indicators 2023 2022 2021 2020 2019
Revenue growth rate M 22.0% 8.2% 20.0% 12.4% 7.4%
Net profit increase rate @ 162.4% 42.5% -54.3% 26.1% 0.2%
Gross profit margin @ 21.3% 14.3% 13.8% 22.3% 19.2%
EBIT margin @ 12.1% 5.2% 3.6% 11.0% 9.7%
Net profit margin ©® 10.4% 4.8% 3.7% 9.6% 8.6%
Return on equity ® 20.9% 9.4% 7.2% 16.8% 14.9%
Return on total assets ™ 10.0% 4.1% 3.3% 9.1% 8.7%
Asset to liability ratio ® 48.8% 55.4% 56.9% 49.5% 41.4%
Trade receivables turnover

days @ 59 61 67 67 63

Inventory turnover days (19 69 73 70 65 58
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Notes:

(1)  Revenue growth rate = (revenue for the period/revenue for the previous period-1) * 100%;

(2)  Net profit increase rate = (net profit for the period/net profit for the previous period-1) * 100%;
(8)  Gross profit margin = (gross profit for the period/revenue for the period) * 100%;

(4) EBIT margin = (profit before net finance costs and income tax expenses for the period/revenue for the period) *
100%;

(5)  Net profit margin = (net profit for the period/revenue for the period) * 100%;

(6) Return on equity = (profit attributable to shareholders for the period/average equity attributable to shareholders of
the Company at the beginning and the end of the period) * 100%;

(7)  Return on total assets = (net profit for the period/average total assets at the beginning and the end of the period) *
100%;

(8) Asset to liability ratio = (total liabilities/total assets) * 100%;

(9) Trade receivables turnover days = (total trade receivables at the beginning of the period + total trade receivables
at the end of the period)/2/revenue for the period * 365 days; and

(10) Inventory turnover days = (total inventory at the beginning of the period + total inventory at the end of the
period)/2/cost of sales for the period * 365 days.

The Company selects representative financial indicators in terms of profitability, operational
capability and solvency to analyse the Company’s growth capability. The Company’s financial
indicators were stable, of which revenue increased by approximately 22.0% year-on-year and
net profit increased by approximately 162.4% year-on-year in 2023. In 2023, the Company
recorded profit before income tax of approximately RMB1,130.5 million, representing a year-
on-year increase of approximately 218.7%. The increase in profitability was mainly due to the
increase in sales volume and the decrease in raw material prices. The asset to liability ratio of
the Company as at December 31, 2023 decreased by approximately 6.6 ppt year-on-year, which
was mainly due to higher profit and repayment of borrowings. While progressively expanding
production capacity, the Company has maintained sufficient liquidity and strong solvency. The
Company’s trade receivables turnover days in 2023 were approximately 59 days, representing
a decrease of 2 days as compared to that of 2022. The inventory turnover days were around
69 days, representing a decrease of 4 days as compared to that of 2022, which was due to the
increase in sales volume and more robust credit policy and higher inventory management level.
In view of the above, the Company has relatively high competitiveness and strong capability for
operation and management and can continue to create value for Shareholders.
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2. Development Strategies of the Company
(1) Planning of the Company

1. With the vision and mission of “leading tire innovation, contributing to smart travel and
sustainable development, and achieving a better life”, the Group firmly implements the
four core development strategies of “cost leadership, efficiency driven, differentiated
competition, and global operation”, grasps the development trend of the industry,
and is committed to improving the innovation ability and core competitiveness of the
enterprise, so as to promote smart travel and sustainable development.

2. The Group has formulated a medium-and-long term plan for steady and long-term
development. Through the realisation of strategic objectives, the Company will return to
the leading position in the domestic industry, build a world-class tire manufacturer, and
achieve technology-led tire innovation.

3. The Group is customer-centric, market-oriented, with sales target as an evaluation
tool, and builds itself into a world-class tire manufacturer by focusing on the six
strategic dimensions of marketing, R&D, manufacturing, team, system and mode. The
Group strives for the coordination of the entire value chain including procurement,
supply chain, finance, manufacturing, quality, R&D and market to support high-quality
corporate development.

4. The Group consolidates the construction of three talent teams, namely management,
R&D and production, and cultivates a corporate culture based on the core values of
“customer first, responsibility, professionalism, innovation and openness”.

5. The Group pursues a multi-brand strategy, strives to achieve the internationalisation
and localization and differentiates the development of its four major brands under
the Group, namely Prinx, Chengshan, Austone and Fortune, to enhance the brand
competitiveness based on core products, and to help each user explore a better life
with new manufacturing intelligence and perceptible technology.

6. Based on the enhancement of core R&D capabilities by the Company’s multi-scale
tire full life cycle manufacturing innovation centre, the Group continuously improves its
technology value-added services to form a competitive advantage in the market.

7. The Group is actively building the CS-LEAD model of “Construction (a two-level
management and control system that matches the strategy), System Building Team,
Learning Organization, Excellence Engineer Culture, Assessment & Inspiring and Dual
Development channel”, to achieve the goal of broadening the channels of employee
growth, paying attention to the employee happiness index of, and becoming an
enterprise that employees feel happy, welcomed by customers and respected by the
society.
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(2) Opportunities of the Company

1.

The increase in vehicle ownership in the PRC, coupled with the regulation of the
production order of the industry by the introduction of relevant national policies such
as the adjustment of industrial structure and the optimisation of industrial layout,
has driven the development of the tire industry and brought opportunities for the
development of the Company.

The PRC government’s emphasis on environmental protection and sustainable
development has led to favourable support and promotion of new energy vehicles,
and the rapid growth of China’'s new energy vehicle market has provided a good
development opportunity for the Company’s OE business.

Under the background of “Carbon Peak, Carbon Neutrality”, the Company has
continued to promote low-carbon energy structure, intelligent manufacturing and digital
transformation in recent years, laying a foundation for the Company to achieve low-
carbon transformation and high-quality development.

The Company’s management system is improving, the management team is relatively
stable, and the personnel structure tends to be reasonable, laying a good human
resources foundation for the development of the Company.

The reasonable capital structure, sufficient cash flow and stable financial position of
the Company provide good financial conditions for leapfrog development.

With the layout of sales companies in Europe, America and production bases in
Thailand, the Company has basically formed a global production and operation
pattern, and is more confident to cope with the challenges brought by the changes in
the international situation.

The air springs market in the PRC has great growth potential due to the increasing
demand for air springs as a result of rising consumer demand for comfort.

For new products that require compulsory product certification, there is an opportunity
to make early market preparations. It will enable the Company to establish competitive
advantages in the market, increase market share, and also gain consumer recognition
of product quality and safety.
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3. Environmental Policies and Performance of the Company

The Group complies with various environmental laws and regulations. Hazardous materials
involved in the production process are stored, used and disposed of in accordance with
regulatory requirements. The waste water, waste gas and other pollutants generated during
the production process of the Group are in compliance with national emission standards
and disposal requirements. Hazardous waste is stored and disposed of in accordance
with regulatory requirements. The Company has established the Environmental Compliance
Obligation Identification Management Procedures and the Environmental Information Exchange
Management Procedures to receive national and local policies and regulations on environmental
protection and take corresponding actions.

4. Future Prospects

The outlook of the Group is set forth in the section headed “Management Discussion and
Analysis” of this annual report.

5. Risks and Uncertainties and Compliance with Relevant Laws and Regulations

A description of the principal risks and uncertainties that the Group may be facing and
compliance with the relevant laws and regulation are contained in the section headed
“Management Discussion and Analysis” of this annual report.

FINANCIAL HIGHLIGHTS

A summary of the consolidated statement of profit or loss and the consolidated assets, liabilities and
non-controlling interests of the Group for the last five financial years is set out on pages 4 to 5 of this
annual report. This summary does not form part of the audited consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS
Major customers

For the year ended December 31, 2023, the transaction amounts attributable to the Group’s top five
customers accounted for approximately 12.2% (2022: 17.8%) of the Group’s total revenue, while the
transaction amounts attributable to the Group’s single largest customer accounted for approximately
3.6% (2022: 9.1%) of the Group’s total revenue.

Major Suppliers

For the year ended December 31, 2023, the transaction amounts attributable to the Group’s top five
suppliers accounted for approximately 14.9% (2022. 23.7%) of the Group’s total purchases, while the
transaction amounts attributable to the Group’s single largest supplier accounted for approximately
3.3% (2022:10.3%) of the Group’s total purchases.

During the Reporting Period, save as disclosed in note 36 to the consolidated financial statements,
none of the Directors, any of their close associates or any Shareholders (which to the knowledge of
the Directors own more than 5% of the number of issued shares of the Company) was interested in
the top five customers or suppliers of the Group.
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group during the Reporting Period

are set out in note 16 to the consolidated financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during the Reporting Period are set out in

note 25 to the consolidated financial statements.

RESERVE

Details of movements in the reserves of the Company and the Group during the Reporting Period are

set out in notes 27 and 38 to the consolidated financial statements respectively.

DISTRIBUTABLE RESERVES

As at December 31, 2023, the Company’s reserves available for distribution amounted to

approximately RMB2,220.7 million (as at December 31, 2022: approximately RMB2,215.3 million).

BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the Group as at December 31, 2023 are set out in

note 28 to the consolidated financial statements.

DIRECTORS

The Directors during the Reporting Period and up to the date of this annual report are as follows:

Executive Directors:

Che Baozhen

Shi Futao

Cao Xueyu (resigned on March 28, 2024)
Jiang Xizhou (appointed on March 28, 2024)

Non-executive Directors:

Che Hongzhi

Wang Lei (resigned on March 28, 2024)
Shao Quanfeng

Wang Ning (appointed on March 28, 2024)

Independent Non-executive Directors:

Zhang Xuehuo (resigned on September 9, 2023)
Jin Qingjun (appointed on September 9, 2023)
Choi Tze Kit Sammy

Wang Chuansheng
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In accordance with Article 108 of the Articles of Association, Mr. Che Baozhen, Mr. Shi Futao shall
retire by rotation at the AGM and, being eligible, offer themselves for re-election. In accordance with
Article 112 of the Articles of Association, Mr. Jin Qingjun, Mr. Jiang Xizhou and Ms. Wang Ning shall
retire by rotation at the AGM and, being eligible, offer themselves for re-election.

A circular setting out, among other things, details of the Directors subject to rotation and re-election
at the AGM will be dispatched to the Shareholders in due course.

DIRECTORS AND SENIOR MANAGEMENT

Biographical details of the Directors and senior management of the Company are set out on pages 52
to 60 of this annual report.

CONFIRMATION OF INDEPENDENCE FROM THE INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each of the independent non-executive Directors a confirmation of
his independence pursuant to Rule 3.13 of the Listing Rules and the Company considers all of the
independent non-executive Directors are independent for the year ended December 31, 2023.

DIRECTORS’ SERVICE CONTRACTS AND LETTERS OF APPOINTMENT

None of the Directors has a service contract which is not determinable by the Group within one year
without payment of compensation (other than statutory compensation). For details of the service
contracts and the appointment letters of each of the Directors, please refer to the section headed
“Corporate Governance Report” in this annual report.

DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS OF SIGNIFICANCE

Save as disclosed in note 36 to the consolidated financial statements, no Director (or entity
connected with any of the Directors) had a material interest, either directly or indirectly, in any
transaction, arrangement or contract of significance to the business of the Group to which the
Company, any of its subsidiaries or fellow subsidiaries was a party during the Reporting Period and
up to the date of this annual report.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any substantial part of
the business of the Company were entered into or existed during the Reporting Period and up to the
date of this annual report.
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EMOLUMENT POLICY

The primary duties of the Nomination and Remuneration committee of the Company are to make
recommendations to the Board on the appointment of the Directors, the management of the Board’s
succession, the overall remuneration policy and structure relating to all the Directors and senior
management of the Group, review performance based remuneration and ensure none of the Directors
determine their own remuneration.

In determining the remuneration of Directors and senior management, the Board takes into
consideration the remuneration level of comparable companies, time commitment and responsibilities
and employment conditions elsewhere in the Group, individual performance of each Director and the
Company’s performance.

Details of the emoluments of the Directors and the five highest paid individuals during the Reporting
Period are set out in note 10 to the consolidated financial statements.

RETIREMENT AND EMPLOYEE BENEFITS SCHEME

Details of the retirement and employee benefits scheme of the Company are set out in note 10 to the
consolidated financial statements.

EQUITY-LINKED AGREEMENTS

Save as disclosed in this annual report relating to the “Share Option Scheme”, no equity-linked
agreements were entered into during the year or subsisted at the end of the year.

CHANGES IN INFORMATION OF DIRECTORS

During the period from the date of the 2023 interim report up to the date of this report, save as
disclosed in this annual report in relation to “Directors”, there is no change to any of the information
required to be disclosed in relation to any Director pursuant to paragraphs (a) to (e) and (g) of Rule
13.51(2) of the Listing Rules.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT
POSITIONS IN THE SHARES, UNDERLYING SHARES AND DEBENTURES

As at December 31, 2023, the interests and short positions of the Directors and chief executive of the
Company in the shares, underlying shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and Futures Ordinance (the “SFQ”))
which have been notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests and short positions which they were taken or deemed to
have under such provisions of the SFO), or which were recorded in the register required to be kept
pursuant to Section 352 of the SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix C3 to the Listing Rules were as follows:

Shareholding
in the Company

Capacity/ Number of Long/short Approximate
Name nature of interest Shares position percentage

Mr. Che Hongzhi Interest of spouse 441,859,500 Long position 69.43%
(Note 1)

Mr. Che Baozhen Interest of controlled 441,859,500 Long position 69.43%
corporation (Note 2)

Beneficial owner 390,533 Long position 0.06%
(Note 3)

Mr. Shi Futao Beneficial owner 5,496,746 Long position 0.86%
(Note 4)

Ms. Cao Xueyu Beneficial owner 699,336 Long position 0.11%
(Note 5)

Notes:

(1) Mr. Che Hongzhi is the spouse of Ms. Li Xiuxiang. As such, he is deemed to be interested in all the Shares in which Ms.
Li Xiuxiang are interested.

(2) As at December 31, 2023, Mr. Che Baozhen directly owned 50% equity interest in Shanghai Chengzhan Information
Technology Centre (“Shanghai Chengzhan”), which in turn owned 95% equity interest in Beijing Zhongmingxin
Investment Co., Ltd. (“Beijing Zhongmingxin”), which in turn controlled 39.79% equity interest in Chengshan Group. As
such, Mr. Che Baozhen, Shanghai Chengzhan and Beijing Zhongmingxin are deemed to be interested in the interests of
Chengshan Group.

(8) As at December 31, 2023, Mr. Che Baozhen held interests in these Shares through the share options granted under the
Share Option Scheme under physically settled equity derivatives.



80 l Prinx Chengshan Holdings Limited Annual Report 2023

Report of the Directors

(4)  As at December 31, 2023, Mr. Shi Futao held interests in 5,344,746 Shares through the share options granted under the
share option scheme under physically settled equity derivatives.

(5) As at December 31, 2023, Ms. Cao Xueyu held interests in 651,836 Shares through the share options granted under the
Share Option Scheme under physically settled equity derivatives.

(6) The calculation is based on the total number of 636,440,000 Shares in issue as at December 31, 2023.

Save as disclosed above, as at December 31, 2023, none of the Directors or chief executive of the
Company had any interests or short positions in the shares, underlying shares or debentures of
the Company or its associated corporations (within the meaning of Part XV of the SFO) which were
required to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which they were taken or deemed to have
under such provisions of the SFO), or which were required to be recorded in the register required to
be kept pursuant to Section 352 of the SFO, or which were required to be notified to the Company
and the Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed in this annual report, at any time for the year ended December 31, 2023 none of
the Company or its subsidiaries was a party to any arrangement that would enable the Directors or
the Company to acquire benefits by means of acquisition of shares in or debentures of the Company
or any other body corporate, and none of the Directors or their spouses or children under the age of
18 were granted any right to subscribe for the share capital or debt securities of the Company or any
other body corporate, or had exercised any such right.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN
THE SHARES AND UNDERLYING SHARES

As at December 31, 2023, to the knowledge of the Directors, the following persons (other than the
Directors and chief executive of the Company) had interests or short positions in the shares or
underlying shares of the Company which were required to be disclosed to the Company pursuant to
Divisions 2 and 3 of Part XV of the SFO and recorded in the register of the Company required to be
maintained pursuant to section 336 of the SFO:

Shareholding
in the Company

Capacity/ Number of Long/short Approximate
Name nature of interest Shares position percentage
Sinotruk (Hong Kong) Beneficial owner 61,400,000 Long position 9.65%
Capital Holding Limited (Note 1)
Sinotruk (Hong Kong) Interest of controlled 61,400,000 Long position 9.65%
International Investment corporation (Note 1)
Limited
Sinotruk (Hong Kong) Interest of controlled 61,400,000 Long position 9.65%
Limited corporation (Note 1)
Sinotruk (BVI) Limited Interest of controlled 61,400,000 Long position 9.65%
corporation (Note 1)
China National Heavy Duty Interest of controlled 61,400,000 Long position 9.65%
Truck Group Co., Ltd. corporation (Note 1)
Chengshan Group Beneficial owner 441,859,500 Long position 69.43%
(Note 2)
Beijing Zhongmingxin Interest of controlled 441,859,500 Long position 69.43%
corporation (Note 2)
Shanghai Chengzhan Interest of controlled 441,859,500 Long position 69.43%
corporation (Note 2)
Ms. Li Xiuxiang Interest of controlled 441,859,500 Long position 69.43%
corporation (Note 2)
Ms. Bi Wenjing Interest of spouse 442,439,500 Long position 69.52%

(Note 3)
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Notes:

(1) As at December 31, 2023, China National Heavy Duty Truck Group Co., Ltd. owned 100% of the interests of Sinotruk
(BVI) Limited, which in turns held 51% of the issued share capital of Sinotruk (Hong Kong) Limited. Sinotruk (Hong Kong)
Limited held 100% of the issued share capital of Sinotruk (Hong Kong) International Investment Limited, which in turn
held 100% of the issued share capital of Sinotruk (Hong Kong) Capital Holding Limited, which in turn holds 61,400,000
shares of the Company. As such, China National Heavy Duty Truck Group Co., Ltd., Sinotruk (BVI) Limited, Sinotruk
(Hong Kong) Limited and Sinotruk (Hong Kong) International Investment Limited are deemed to be interested in the
61,400,000 Shares held by Sinotruk (Hong Kong) Capital Holding Limited.

(2) As at December 31, 2023, Ms. Li Xiuxiang directly owned 50% of the equity interest in Shanghai Chengzhan, which
owned 95% of the equity interest in Beijing Zhongmingxin, which in turns owned 39.79% of the equity interest in
Chengshan Group. As such, Ms. Li Xiuxiang, Shanghai Chengzhan and Beijing Zhongmingxin are deemed to be
interested in the interests in Chengshan Group.

(3) Ms. Bi Wenjing is the spouse of Mr. Che Baozhen. As such, she is deemed to be interested in all the Shares in which Mr.
Che Baozhen is interested.

(4)  The calculation is based on the total number of 636,440,000 Shares in issue as at December 31, 2023.

Save as disclosed above, as at December 31, 2023, the Directors were not aware of any other person
(other than the Directors and chief executive of the Company) who had an interest or short position in
the shares or underlying shares of the Company which fall to be disclosed under the Divisions 2 and
3 of Part XV of the SFO, or were required to be entered into the register referred to in section 336 of
the SFO.

PURCHASE, REDEMPTION AND SALE OF THE LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s
listed securities during the year ended December 31, 2023.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of Association or the laws of the
Cayman Islands that would oblige the Company to offer new shares on a pro rata basis to the existing
Shareholders.

TAX RELIEF

Under the laws of the Cayman Islands, there is no tax imposed on individuals or corporations with
respect to profits, income, gains or appreciations and there is no tax in the nature of inheritance tax
or estate duty.
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NON-COMPETITION UNDERTAKING

Chengshan Group, Mr. Che Hongzhi, the chairman of the Board and a non-executive Director of the
Company, Ms. Li Xiuxiang, Mr. Che Baozhen, an executive Director and the chief executive officer
of the Company, Ms. Bi Wenjing, Rongcheng Dongsheng Property Rental Company Limited* (48X
HEREEEMEARAF), Beijing Zhongmingxin* (it Z# #415), Rongcheng Chengyuan Shareholding
Investment Centre* (%8 B AR % # % & & 1), Rongcheng Hongsheng Shareholding Investment
Centre* (% E SR EH L), Rongcheng Chengda Shareholding Investment Centre* (48K
A B H#EHE & D), Rongcheng Chenghai Shareholding Investment Centre* (48 5k 5 /8 % 4 % &
1), Rongcheng Pucheng Shareholding Investment Centre* (4 5CH X IER & .0), Rongcheng
Haocheng Shareholding Investment Centre* (&85 /& i & # 1% & # 1) and Beijing Baichuantong
Consultant Company Limited* (3L 8 )I|:@7& A E R & £ 2 A7) (“Beijing Baichuantong”) (the “Deed of
Non-Competition Parties”) as then controlling shareholders of the Company entered into a deed of
non-competition (“Deed of Non-Competition”) on September 10, 2018, pursuant to which the Deed
of Non-Competition Parties have, irrevocably and unconditionally, undertaken to and covenanted
with the Group during the control period that, he/it will not, and will procure his/its close associates
(except any members of the Group) not to, directly or indirectly, either on his/its own account or
in conjunction with or on behalf of any person, firm or corporation, among other things, engage,
participate or hold interests in or otherwise be involved in or acquire or hold (in each case whether as
a shareholder, partner, agent or otherwise) any business which competes or is likely to compete with
the tire manufacturing business and tire sales business of our Company in the PRC.

Please refer to the section headed “Relationship with Controlling Shareholders” in the Prospectus for
details of the Deed of Non-Competition.

On June 19, 2019, Beijing Baichuantong transferred all of its 95% equity interest in Beijing
Zhongmingxin to Shanghai Chengzhan. Upon completion of the transfer, each of Mr. Che Baozhen
and Ms. Li Xiuxiang directly owns 50% equity interest in Shanghai Chengzhan, which in turn
owns 95% equity interest in Beijing Zhongmingxin, which in turn owns 39.79% equity interest in
Chengshan Group. Accordingly, Mr. Che Baozhen, Ms. Li Xiuxiang, Shanghai Chengzhan and
Beijing Zhongmingxin are deemed to be interested in the interests of Chengshan Group. Beijing
Baichuantong ceased to be a controlling shareholder of the Company. Shanghai Chengzhan
replaced Beijing Baichuantong as a controlling shareholder of the Company. Shanghai Chengzhan is
also a close associate of Mr. Che Baozhen and Ms. Li Xiuxiang as defined under the Deed of Non-
competition.

The Company has received the annual confirmation from the signed Deed of Non-Competition Parties
in respect of their compliance with the Deed of Non-Competition during the Reporting Period for
disclosure in this annual report.

The independent non-executive Directors have reviewed the implementation of the Deed of Non-
Competition during the Reporting Period based on the information and confirmation provided by or
obtained from the controlling shareholders of the Company, and were satisfied that the controlling
shareholders have complied with the Deed of Non-Competition.
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DIRECTORS’ INTEREST IN COMPETING BUSINESS

Save as disclosed in this annual report, none of the Directors or their associates had any interest in
any business which directly or indirectly compete or may compete with the businesses of the Group
during the year ended December 31, 2023.

CONTROLLING SHAREHOLDER’S INTERESTS IN CONTRACTS

Save as disclosed in the below sections headed “Related Party Transactions” and “Continuing
Connected Transactions” and note 36 to the consolidated financial statements, none of controlling
shareholders of the Company or any of their respective subsidiaries directly or indirectly had any
material interest in any contract of significance to the business of the Group (including for the
provision of services to the Group) to which the Company or any of its subsidiaries was a party for the
year ended December 31, 2023.

DIVIDEND WAIVED OR AGREED TO BE WAIVED BY SHAREHOLDERS

For the year ended December 31, 2023, the Board confirms that no Shareholder has waived or
agreed to waive any dividend.

RELATED PARTY TRANSACTIONS

Details of the related party transactions are set out in note 36 to the consolidated financial
statements. Details of any related party transactions which constitute non-exempt continuing
connected transactions under Chapter 14A of the Listing Rules are disclosed below, and other
related party transactions (other than the purchase of water and electricity from Chengshan Group,
which are fully exempt from the disclosure requirements under Chapter 14A of the Listing Rules) do
not constitute connected transactions.

The Board confirmed that the Company has complied with the disclosure requirements in accordance
with Chapter 14A of the Listing Rules in respect of the above related party transactions.
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CONTINUING CONNECTED TRANSACTIONS

For the year ended December 31, 2023, the Group had the following continuing connected
transactions:

Actual

transaction

Annual amount

cap for the for the

year ended year ended

Name of relevant Connected relationship Nature of December 31, December 31,
connected persons with the Group transactions 2023 2023

(RMB’000) (RMB’000)

Chengshan Group Chengshan Group is the Property 8,000 7,673
controlling Shareholder Leasing

Rongcheng Chengshan Rongcheng Chengshan Energy 5,000 4,790
Energy-Saving Services Energy-Saving Services is management
Co., Ltd. (“Rongcheng a wholly-owned subsidiary
Chengshan Energy- of Chengshan Group, the
Saving Services”) controlling Shareholder

Rongcheng Chengshan Rongcheng Chengshan Property 6,400 5,964
Properties Co., Properties is wholly owned services
Ltd. ("Rongcheng by Chengshan Group, the

Chengshan Properties”) controlling Shareholder

Leasing properties from Chengshan Group

On December 18, 2020, Prinx (Shandong) Tire entered into a property lease agreement with
Chengshan Group in relation to the leasing of certain properties by the Group from Chengshan Group
(the “2021 Property Lease Agreement”) for a term of 34 months from March 1, 2021 to December
31, 2023, pursuant to which, Prinx (Shandong) Tire has leased from Chengshan Group (i) part of the
office units located at No. 98 Nanshan North Road, Rongcheng City, Shandong Province, the PRC,
with a total area of 6,988.92 sgq.m as office premises; (ii) Nos. 49-53 and 55 Guotai Community,
Rongcheng City, Shandong Province, the PRC with a total area of 11,597.92 sq.m as dormitories;
and (iii) No. 56 Guotai Community, Rongcheng City, Shandong Province, the PRC with a total area
3,124.65 sq.m as staff canteen.

The proposed annual caps for the transactions contemplated under the 2021 Property Lease
Agreement for the years ending December 31, 2021, 2022 and 2023 are RMB8.0 million, RMB8.0
million and RMB8.0 million, respectively. In arriving at the annual caps for the transactions
contemplated under the 2021 Property Lease Agreement, the Directors have considered (i) the
historical rental amounts paid by the Group to Chengshan Group under the existing property lease
agreement; (ii) the estimated total leased area; and (iii) the prevailing market rate of comparable
property units in the local community.
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The Group will continue to lease the properties from Chengshan Group through the transactions
contemplated under the 2021 Property Lease Agreement. Therefore, the Directors (including
the independent non-executive Directors) are of the view that it is beneficial to the Company for
the Group to continue the transactions under the Property Lease Agreement for the year ended
December 31, 2023, and in respect of the rent amount, the annual cap for such continuing connected
transactions for the year ended December 31, 2023 was RMB8.0 million, and the actual transaction
amount for the year was approximately RMB7.7 million.

As the 2021 Property Lease Agreement expired on December 31, 2023, and the Group is expected to
carry on the transactions contemplated thereunder upon its expiry, Prinx (Shandong) Tire entered into
the 2024 property lease agreement (the “2024 Property Lease Agreement’) with Chengshan Group
on December 19, 2023. The scope of properties leased remains the same as the 2021 Property
Lease Agreement. The term of the agreement is three years from January 1, 2024 and ending on
December 31, 2026. The value of the right-of-use asset recognized under the 2024 Property Lease
Agreement is approximately RMB24.9 million.

As the Group has historically leased from Chengshan Group certain properties as office space,
dormitories and staff canteen, it is in the interests of the Group in terms of cost, time and stability to
enter into the 2024 Property Lease Agreement. The Directors consider it beneficial to renew the 2021
Property Lease Agreement so long as the relevant rental fees and other terms are no less favourable
to the Group than those of comparable properties available from Independent Third Parties, in order
to avoid unnecessary relocation costs and disturbance to the Group’s operations.

Purchasing property services from Rongcheng Chengshan Properties

On December 18, 2020, Prinx (Shandong) Tire entered into a property services agreement with
Rongcheng Chengshan Properties in respect of Rongcheng Chengshan Properties providing certain
property services to the Group (the “2021 Property Services Agreement’) for a term of 3 years
from January 1, 2021 to December 31, 2023, pursuant to which, Rongcheng Chengshan Properties
will provide Prinx (Shandong) Tire with services including control of access to facilities, security,
management of vehicles, cleaning, gardening, repair and maintenance of common area and shared
facilities, etc.

The proposed annual caps for the transactions contemplated under the 2021 Property Services
Agreement for the years ending December 31, 2021, 2022 and 2023 are RMB6.4 million, RMB6.4
million and RMB6.4 million, respectively. The above annual caps are arrived at based on (i) the
historical amounts paid by the Group to Chengshan Group under the existing property services
agreement; (ii) the new scope of services and management area that Chengshan Group is engaged
by the Group for; and (iii) the prevailing market rates for similar services in the PRC.
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The Group will continue to purchase property services from Rongcheng Chengshan Properties
through the transactions contemplated under the 2021 Property Services Agreement. Rongcheng
Chengshan Properties has extensive professional experience and abundant labour resources for
providing comprehensive property services. Therefore, the Directors (including the independent non-
executive Directors) are of the view that it is beneficial to the Company for the Group to continue the
transactions under the Property Services Agreements for the year ended December 31, 2023, and in
respect of the purchase amount, the annual cap for such continuing connected transactions for the
year ended December 31, 2023 was RMB6.4 million and the actual transaction amount for the year
ended December 31, 2023 was approximately RMB6.0 million.

As the 2021 Property Services Agreement will expire on December 31, 2023, and the Group is
expected to carry on the transactions contemplated thereunder upon its expiry, Prinx (Shandong) Tire
entered into the 2024 property services agreement (the “2024 Property Services Agreement”) with
Rongcheng Chengshan Properties on December 19, 2023, to renew the corresponding transactions
contemplated under the 2021 Property Services Agreement. The provision of services includes
control of access to facilities, security, management of vehicles, cleaning, gardening, conference
room management and repair and maintenance of common area and shared facilities. The term of the
agreement is 3 years from January 1, 2024 to December 31, 2026.

The proposed annual caps for the transactions contemplated under the 2024 Property Services
Agreement for the years ending December 31, 2024, 2025 and 2026 are RMB6.8 million, RMB6.8
million and RMB6.8 million, respectively. The above annual caps are arrived at based on (i) the
historical amounts paid by the Group to Chengshan Group under the existing property services
agreement; (ii) the anticipated increase in labor costs to be incurred for providing such services; and
(iii) the prevailing market rates for similar services in the PRC.

The principal business of Chengshan Group includes property management. The Board considers
that the provision of property management services by Chengshan Group helps to promote good
property management service quality. The arrangement with Chengshan Group has been in place
for a number of years, therefore so long as the relevant fees and other terms are no less favourable
to the Group than those of comparable services available from Independent Third Parties, in order
to avoid unnecessary disturbance to the Group’s operations, the Directors consider it beneficial to
renew the 2021 Property Services Agreement.

Purchasing Energy-saving Services from Rongcheng Chengshan Energy-Saving
Services

On December 18, 2020, Prinx (Shandong) Tire entered into an energy management framework
agreement with Rongcheng Chengshan Energy-Saving Services (the “2021 Energy Management
Framework Agreement’), for a term of 3 years from January 1, 2021 to December 31, 2023,
pursuant to which, Rongcheng Chengshan Energy-Saving Services may from time to time provide
energy-saving services to the Group according to Energy Management Framework Agreement. In
addition, the parties add another energy-saving renovation project and provide special energy-saving
services, mainly including energy-saving renovation of air compressor system, water pump system
and motor system in the existing energy system, all of which will be replaced by new energy-saving
equipment.
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The proposed annual caps for the transactions contemplated under the 2021 Energy Management
Framework Agreement for the years ending December 31, 2021, 2022 and 2023 are RMB5.0 million,
RMB5.0 million and RMB5.0 million, respectively. The above annual caps are arrived at based
on (i) the historical amounts paid by the Group to Chengshan Group under the existing energy
management framework agreement; (ii) the expected energy-saving efficiency measures under
the 2021 Energy Management Framework Agreement; (iii) the expected energy-saving renovation
projects of Prinx (Shandong) Tire; and (iv) following arm’s length negotiations between Rongcheng
Chengshan Energy-Saving Services and Prinx (Shandong) Tire, with reference to previous prices and
on the principle of fairness.

The Group will continue to purchase Energy-saving Services from Rongcheng Chengshan Energy-
Saving Services through the transactions contemplated under the Energy Management Framework
Agreement. Prinx (Shandong) Tire will be able to pay the investment cost of its energy conversation
projects out of energy saving revenue, and therefore ease pressure on internal capital resources.
Therefore, the Directors (including the independent non-executive Directors) are of the view that it is
beneficial to the Company for the Group to continue the transactions under the Energy Management
Framework Agreement for the year ended December 31, 2023, and in respect of the purchase
amount, the revised cap for such continuing connected transactions for the year ended December
31, 2023 was RMB5.0 million and the actual transaction amount for the year ended December 31,
2023 was approximately RMB4.8 million.

As the 2021 Energy Management Framework Agreement will expire on December 31, 2023, and
the Group is expected to carry on the transactions contemplated thereunder upon its expiry, Prinx
(Shandong) Tire entered into the 2024 energy management framework agreement (‘2024 Energy
Management Framework Agreement’) with Rongcheng Chengshan Energy-Saving Services on
December 19, 2023, to renew the corresponding transactions contemplated under the existing
energy management framework agreement. The scope of energy management services provided
remains the same as the original energy management framework agreement. The term of the
agreement is 3 years from January 1, 2024 to December 31, 2026.

The proposed annual caps for the transactions contemplated under the 2024 Energy Management
Framework Agreement for the years ending December 31, 2024, 2025 and 2026 are RMB11.0 million,
RMB11.0 million and RMB11.0 million, respectively. The above annual caps are arrived at based
on (i) the historical amounts paid by the Group to Chengshan Group under the existing energy
management framework agreement; (ii) the expected energy-saving efficiency measures under
the 2024 Energy Management Framework Agreement; (iii) the expected energy-saving renovation
projects of Prinx (Shandong) Tire including the proposed benefit-sharing of the addition of energy-
saving retrofit projects such as water pumping systems in 2024, motor retrofit projects, central air-
conditioning retrofit projects for integrated pumping stations, and servo motor retrofit projects in
2025, and the permanent magnet motors and other retrofit projects in 2026; and (iv) following arm’s
length negotiations between Rongcheng Chengshan Energy-Saving Services and Prinx (Shandong)
Tire, with reference to previous prices.
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In the specific implementation process of energy-saving services, the parties, through on-site
measurement and technical exchanges, agreed that if Rongcheng Chengshan Energy-Saving
Services carried out energy-saving renovation on the energy system of Prinx (Shandong) Tire,
huge energy-saving benefits would be generated to Prinx (Shandong) Tire. The arrangement with
Chengshan Group has been in place for a number of years and will achieve the goal of reducing
Prinx (Shandong) Tire's electricity consumption cost, while ensuring the smooth running of the
energy-saving renovation project. Through the energy-saving retrofit projects such as water pumps, it
is expected to achieve reduction in energy consumption of 17.3 million kWh of electricity (equivalent
to 2,126 tons of standard coal) in 2024; 18.06 million kWh of electricity (equivalent to 2,219 tons of
standard coal) in 2025; and 17.08 million kWh of electricity (equivalent to 2,099 tons of standard
coal) in 2026, which will help the Group’s energy conservation and consumption reduction. As such,
the Directors consider it beneficial to renew the 2021 Energy Management Framework Agreement so
long as the relevant service fee and other terms are no less favourable to the Group than those of
comparable services available from Independent Third Parties.

The transaction under the 2024 Property Lease Agreement is regarded as an acquisition of asset
under Rule 14.04(1)(a) of the Listing Rules. The value of the right-of-use asset recognized under the
2024 Property Lease Agreement is approximately RMB24.9 million. As the highest percentage ratio is
more than 0.1% but less than 5%, the transaction is classified as a one-off connected transaction and
is subject to announcement and reporting requirements but exempt from independent shareholders’
approval under Chapter 14A of the Listing Rules.

For the 2024 Property Services Agreement and the 2024 Energy Management Framework Agreement,
as one or more of the applicable percentage ratios for the annual caps contemplated under each
of the agreements exceed 0.1% but all of which are less than 5%, the transactions contemplated
thereunder constitute continuing connected transactions of the Company under Chapter 14A of the
Listing Rules and is subject to the reporting and announcement requirements but exempt from the
independent shareholders’ approval requirement under Rule 14A.76(2) of the Listing Rules.

For details of the renewal of the continuing connected transaction agreements due to expire in 2023,
please refer to the announcement published by the Company on December 19, 2023.

For the details of the above continuing connected transactions, including specific pricing terms
or procedures under each agreement and material data about pricing policies and guidance,
please refer to the section headed “Continuing Connected Transactions” in the Prospectus and the
announcements published by the Company on December 18, 2020 and December 19, 2023. During
the Reporting Period, the Group followed these pricing policies and guidance in respect of the values
and transaction terms under which continuing connected transactions were entered into.
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