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Financial Summary

FIVE-YEAR FINANCIAL HIGHLIGHTS

For the year ended 31 December 2023 2022 2021 2020 2019
Operating Results
Gross profit margin (%) 41.5 32.3 30.0 20.1 25.7
Operating profit or loss margin (%) -25.3 2.0 -5.5 -29.5 -19.1
Net loss or profit margin (%) (note 1) -25.9 -0.9 -7.3 -27.6 -21.5
Return on equity (%) -56.0 -1.0 -12.4 -30.9 -20.4
Financial Position
Total assets (HK$’'000) 278,103 305,712 275,779 290,702 338,348
Cash and cash equivalents (HK$’000) 63,332 105,266 59,870 60,930 91,174
Total equity attributable to equity shareholders

of the Company (HK$’000) 123,378 184,913 141,668 151,873 216,657
Financial Ratios
Current ratio (times) 2.2 2.4 1.9 1.9 3.2
Quick ratio (times) 1.9 1.9 1.5 1.6 2.7
Liability to asset ratio (%) (note 2) 52.0 32.5 40.3 40.5 29.3
Turnover Ratios
Inventory turnover (days) 71 81 62 82 70
Debtors turnover (days) 100 73 70 91 72
Notes:
(1) Net loss or profit represents loss or profit attributable to equity shareholders of the Company.
) Liability to asset ratio is calculated as the Group’s total liabilities over total assets as shown in the consolidated statement of financial position.
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Financial Summary

The following is a summary of the consolidated statement of profit or loss and the consolidated statement of financial
position of the Group:

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

For the year ended 31 December 2023 2022 2021 2020 2019
HK$’000 HK$’000 HK$’000 HK$'000 HK$’000

Revenue 266,548 215,578 239,717 170,089 205,796
Cost of sales and cost of services (156,008) (145,868) (167,804) (135,854) (152,864)
Gross Profit 110,540 69,710 71,913 34,235 52,932
Other revenue and (losses)/gains, net (4,465) 14,906 (3,487) (4,541) (23,268)
Distribution costs (23,168) (13,042) (17,404) (11,760) (15,528)
Administrative expenses (93,741) (67,354) (64,144) (54,247) (563,653)

(Impairment losses)/
reversal of impairment losses on

— trade receivables and bills receivable (360) 175 8 91) 262
— property, plant and equipment (25,512) - (108) (8,215) -
—right-of-use assets (28,527) - - (4,885) -
— intangible assets (491) - - - -
— prepayments for property, plant and
equipment (1,654) - - - -
Share of loss of a jointly controlled entity - - - (728) -
(Loss)/profit from operations (67,378) 4,395 (13,222) (50,232) (39,255)
Finance costs (3,224) (3,851) (3,720) (3,662) (8,745)
(Loss)/profit before taxation (70,602) 544 (16,942) (53,894) (43,000)
Income tax credit/(expense) (9,267) 114 31 2,685 (1,164)
(Loss)/profit for the year (79,869) 658 (16,911) (51,209) (44,164)
Attributable to:
Equity shareholders of the Company (69,043) (1,888) (17,503) (46,907) (44,180)
Non-controlling interests (10,826) 2,546 592 (4,302) 16
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Financial Summary

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

2023 2022 2021 2020 2019
As at 31 December HK$’000 HK$ 000 HK$'000 HK$'000 HK$’000
Non-current assets 83,360 123,166 133,109 152,018 142,345
Property, plant and equipment 32,941 73,753 81,931 86,616 79,243
Investment in a jointly controlled entity - - - 5 -
Intangible assets 614 1,272 349 140 885
Prepayments for property, plant and equipment 2,067 - 48 89 3,004
Rental deposits 3,357 5,382 1,468 2,926 3,986
Right-of-use assets 39,859 37,068 43,245 56,408 52,042
Deferred tax assets 4,522 5,691 6,068 5,834 3,185
Current assets 194,743 182,546 142,670 138,684 196,003
Inventories 27,090 33,527 30,827 26,881 34,425
Financial asset at fair value through
profit or loss - - - - 23,583
Amount due from a jointly controlled entity - - - 1,791 -
Trade and other receivables 103,750 43,753 51,862 49,082 44,698
Current tax recoverable - - 111 - 2,123
Time deposit with maturity over 3 months 571 - - - -
Cash and cash equivalents 63,332 105,266 59,870 60,930 91,174
Total assets 278,103 305,712 275,779 290,702 338,348
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Financial Summary

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

2023 2022 2021 2020 2019
As at 31 December HK$’000 HK$’000 HK$’000 HK$'000 HK$’000
Current liabilities 87,067 77,512 76,026 71,247 60,671
Trade and other payables 63,320 47,577 57,356 52,245 41,396
Tax payable 8,191 115 - 122 -
Lease liabilities 15,556 22,427 16,432 18,880 16,327
Amount due to a related party - 7,393 2,238 - -
Net current assets 107,676 105,034 66,644 67,437 135,332
Total assets less current liabilities 191,036 228,200 199,753 219,455 277,677
Non-current liabilities 57,577 21,785 34,987 46,414 38,381
Lease liabilities 56,453 20,661 33,863 45,290 37,257
Deferred tax liabilities 1,124 1,124 1,124 1,124 1,124
Net assets 133,459 206,415 164,766 173,041 239,296
Capital and reserves 123,378 184,913 141,668 151,873 216,657
Share capital 5,578 5,578 4,648 4,648 4,648
Reserves 117,800 179,335 137,020 147,225 212,009
Total equity attributable to equity
shareholders of the Company 123,378 184,913 141,668 151,873 216,657
Non-controlling interests 10,081 21,502 23,098 21,168 22,639
Total equity 133,459 206,415 164,766 173,041 239,296
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Chairman’s Report

On behalf of the board (the “Board”) of directors of China Apex Group Limited (“the Company”) and its subsidiaries
(collectively “the Group”), | am pleased to present the annual report for the financial year ended 31 December 2023.

Reflecting on the year 2023, we have witnessed a notable divergence in the global economy and a declaration in consumer
spending, impeding the pace of economic revival. Throughout the year, the Group has faced various challenges from
geopoalitical tensions, monetary policy fluctuations and persistent high interest rates. These multi-faceted factors have very
significantly impacted the business landscape, demanding a strategic response needed to address this unpredictability. In
these challenging economic conditions, the Group has adopted a cautious approach, continuously reviewing and adapting
business strategies to align with the prevailing global economic trends. Despite the hurdles encountered, it is worth noting
that in the first year following the conclusion of the pandemic, China’s domestic economy exhibited positive year-on-year
growth, reflecting resilience in the face of adversity. During the financial year ended 31 December 2023, the zipper business
demonstrated a commendable performance, with sales revenue reaching approximately HK$233,677,000. This represents
a notable increase of approximately 8.4% compared to the corresponding year in 2022 (HK$215,578,000). However, it
is important to acknowledge the significant impact of the Group’s decision to relocate its production base from Zhejiang
Province to Jingmen, Hubei Province, as disclosed in the announcement on 14 September 2023. This relocation exerted a
substantial influence on the Group’s production capabilities, presenting a formidable challenge to its operations. The slow
pace of economic recovery, escalating costs and other factors, resulted in a recorded loss of approximately HK$56,184,000
in non-financial assets, primarily comprising property, plants, equipment, and right-of-use assets. Consequently, this led to
an expanded loss of approximately HK$69,043,000 attributable to equity shareholders.

The Group’s business strategy and operations have always been balanced with pragmatism. The focus has always been
to strive for stability in the development of existing businesses while actively seeking opportunities for diversification. This
approach is aimed at providing stable business growth, cash flow, and mitigate the impact of potential business risks. To
offset the losses incurred by the zipper business, the Group took a decisive step to enter into a management agreement
to operate and manage land and properties located in Nanshan District, Shenzhen, Guangdong Province, China. This
response, as disclosed in the announcement on 30 August 2023, has allowed the Group to expand its operations in the
thriving automobile sector. The managed properties currently operate as an automobile city, comprising facilities such as
showrooms and service provision including car sales, maintenance, and after-sales services. The property management
business generated approximately HK$32,871,000 in revenue for the Group.

As the Group looks ahead to 2024, we recognize that the world’s economic development remains vulnerable and
unpredictable towards geopolitical tensions, monetary policies, high interest rates, and various other factors. These
uncertainties will continue to pose challenges for economic recovery. In response, the Group is committed to an adaptive
approach. By diligently reviewing, responding to, and adjusting its operational policies and strategies for the zipper business,
the Group has taken effective cost control measures to ensure the business remains resilient and adaptable from the impact
of the production base relocation. With the inclusion of the property management business, we anticipate that this new
venture will bring in fresh momentum and contribute to a more stable cash flow for the Group. This will help in the overall
diversification of its operations and strengthen our business model, providing a more secure foundation for future growth.

To conclude, | would like to take this opportunity to extend my sincere appreciation to the management and staff of the
Group for their unwavering efforts and dedication. | would also like to express gratitude to our shareholders, customers,

suppliers, partner banks, and other professional institutions for their support during these challenging times. Together, we
will seize opportunities to drive our continued growth for the future.

Chairman
Yip Siu Lun, Dave

Hong Kong, 12 April 2024
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Management Discussion and Analysis

OVERVIEW

The Group continued to operate the zipper business during the year ended 31 December 2023. Starting from September
2023, the Group commenced to provide property management services.

The Group commenced property management services during the year through entering into a management agreement to
operate and manage a land and properties with showrooms, car sales and offices, car maintenance and after sales services,
namely Jiajinlong Car City (323#EF&/5E ) located at Nanshan District of Shenzhen. The management and operation period
for property management services shall be one year commencing from September 2023 to August 2024 which can be
renewed for another one year subject to the agreement by each party.

The Group continued to operate the zipper business during the year ended 31 December 2023. The customers in zipper
business are primarily OEMs who manufacture apparel products for () apparel brands in China; and (i) some well-known
international apparel labels. The Group maintains a close working relationship with apparel brand owners on the design of
Zippers to be applied on the apparel products. The apparel brand owners usually decide on the supplier for their OEMs and
place orders with such OEMs who in turn source zippers and other garment accessories from the Group.

FINANCIAL HIGHLIGHTS

The Group’s revenue for the year ended 31 December 2023, comprised revenue from property management services and
zipper business, increased to HK$266.55 million as compared with approximately HK$215.58 million, representing the
revenue from zipper business only for the year ended 31 December 2022.

Loss before taxation for the year ended 31 December 2023 was approximately HK$70.60 million (2022: Profit before
taxation HK$0.54 million), representing a reverse change of approximately HK$71.14 million as compared to prior year. The
turn-around was mainly due to the recognition of impairment losses on certain assets included in the cash generating unit of
Zipper segment, principally including property, plant and equipment and right-of-use assets. The Company also adopted a
new share option scheme during the year of which additional share option expenses incurred.

REVENUE

For the year ended 31 December 2023, the Group recorded revenue amounting to approximately HK$266.55 million,
representing an increase of approximately 23.64% as compared to the previous year. The increase in revenue was primarily
due to the expansion of new property management business that generated considerable income to the Group.

The following table sets forth the details of the Group’s total revenue by business segment for the years indicated:

2023 2022
HK$ million % HK$ million %
Zipper business 233.68 87.7 215.58 100.0
Property management business 32.87 12.3 - 0.0
Total revenue 266.55 100.0 215.58 100.0
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Management Discussion and Analysis

Zipper Business

For the year ended 31 December 2023, the Group revenue from manufacture and sales of zippers amounted to
approximately HK$233.68 million, representing an increase of approximately 8.40% as compared to the previous year.

The following tables analysis the revenue from zipper business indicated by product category and geographic location,
respectively:

Revenue analysis by product category:

2023 2022
HK$ million % HKS$ million %
Sales of goods
Finished zippers and sliders 232.62 99.5% 206.85 96.0
Others 1.06 0.5% 8.73 4.0
Total revenue 233.68 100.0 215.58 100.0
Revenue analysis by geographic location:
2023 2022
HK$ million % HK$ million %
Mainland China 213.94 91.6% 188.63 87.5
Overseas 19.74 8.4% 26.95 12.5
Total revenue 233.68 100.0 215.58 100.0

Finished Zippers and Sliders

Revenue from sales of finished zippers and sliders increase by approximately HK$25.77 million or 12.46% to approximately
HK$232.62 million for the year ended 31 December 2023 (2022: approximately HK$206.85 million). The increase was
primarily due to growth in consumer demand.

The Group’s revenue was mainly derived from sales in Mainland China. Other countries or regions to which the Group sold
its products for the year ended 31 December 2023 include but not limited to Hong Kong, Switzerland, Italy, India, Indonesia,
Bangladesh, Germany, Korea, Vietnam, Tunisia and Jordan.

Others

Others represent items such as scrap material and zipper components. Revenue of other items decreased by approximately
HK$7.67 million to approximately HK$1.06 million for the year ended 31 December 2023 (2022: approximately HK$8.73
million).

Property Management Business

The Group continued to promote its future development by diversifying its business portfolio and exploring other business
and investment opportunities. Beginning from September 2023, the Group has expanded its business into new property
management services that provide stable and solid income to the Group.
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Management Discussion and Analysis

COST OF SALES AND GROSS PROFIT

In 2023, the overall cost of sales of the Group amounted to approximately HK$156.01 million (2022: approximately
HK$145.87 million), representing an increase of approximately 6.95%. The overall gross profit of the Group increased
by approximately 58.6% from approximately HK$69.71 million for the year ended 31 December 2022 to approximately
HK$110.5 million for the year ended 31 December 2023. In 2023, the overall gross profit margin increased from
approximately 32.3% for 2022 to 41.5% for 2023. The increase in gross profit was primarily due to the expansion of new
property management services income which has relatively higher profit margin. The gross profit margin for property
management services is primarily affected by its property management fee rates charges for management services and cost
control capabilities. The gross profit for manufacture and sales of zippers amounting to approximately HK$78.34 million,
representing an increase of approximately 12.4% as compared to the previous year and the following table sets forth the
gross profit for zipper business indicated by product category:

Gross profit analysis by product category:

2023 2022
HK$ million % HK$ million %
Finished zippers and sliders 76.34 97.4 67.42 96.7
Others 2.00 2.6 2.29 3.3
Total gross profit 78.34 100.0 69.71 100.0

Finished Zippers and Sliders

Gross profit for finished zippers and sliders slightly increased by approximately 13.2% from approximately HK$67.42 million
for the year ended 31 December 2022 to approximately HK$76.34 million for the year ended 31 December 2023 which was
primarily due to the combined effect in revenue as discussed above.

Others

Gross profit of other items decreased by approximately HK$0.29 million from approximately HK$2.29 million for the year
ended 31 December 2022 to approximately HK$2.00 million for the year ended 31 December 2023, which was mainly due
to the decrease in sale volume of other items.

DISTRIBUTION COSTS

Distribution costs mainly represent (i) staff costs relating to sales and marketing personnel; (i) transportation costs for delivery
of the Group’s products; and (i) advertising and marketing expenses. For the year ended 31 December 2023, the Group’s
distribution costs amounted to approximately HK$23.17 million (2022: approximately HK$13.04 million), accounting for
approximately 8.7% of the Group’s revenue (2022: approximately 6.0%). The increase in distribution costs was in line with
the increasing in turnover.
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Management Discussion and Analysis

ADMINISTRATIVE EXPENSES

Administrative expenses primarily consist of (i) salary and welfare expenses for management and administrative personnel; (ii)
professional fees and auditors’ remuneration; and (i) other administrative expenses including depreciation and amortisation.
In 2023, the Group’s administrative expenses amounted to approximately HK$93.74 million (2022: approximately HK$67.35
million), which accounted for approximately 35.2% of the Group’s revenue (2022: approximately 31.2%). The increase in
administrative expenses was mainly due to the increase in share option expenses recognised during the year and increase in
overall costs following the diversification into new business segment.

INCOME TAX CREDIT/EXPENSE

Income tax credit for the year ended 31 December 2022 mainly represents deferred tax assets arising from depreciation
charge. Income tax expense for the year ended 31 December 2023 mainly represents Enterprise Income Tax payable for
property management service business.

PROFITABILITY

In 2023, the Group’s loss attributable to equity shareholders of the Company amounted to approximately HK$69.04 million
(2022: HK$1.89 million), representing an increase of loss of approximately 3,556.9% as compared to 2022. The increase
in loss was mainly due to the recognition of impairment losses on non-financial assets. The Company also adopted a new
share option scheme during the year of which additional share option expenses incurred. The margin of loss attributable to
the equity shareholders of the Company for the year was approximately 25.9% (2022: approximately 0.9%).

During the year ended 31 December 2023, the Group’s return on equity attributable to the equity shareholders of the
Company was approximately -56.0% (2022: approximately -1.0%).

INVENTORIES

Inventories are one of the principal components of the Group’s current assets of zipper business. The carrying value of
inventories accounted for approximately 18.4% and 13.9% of the Group’s total current assets as at 31 December 2022 and
2023 respectively.

Inventories decreased by approximately 19.2% from approximately HK$33.53 million as at 31 December 2022 to
approximately HK$27.09 million as at 31 December 2023. The decrease in inventories was mainly affected by the Group’s
inventories policy to enhance level of materials held to save cost of turnover.

The average inventory turnover days for 2023 and 2022 were approximately 71 days and 81 days respectively.

The write-down on inventories for the year ended 31 December 2023 was approximately HK$1.21 million (2022:
approximately HK$0.58 million) which was related to the decrease in the estimated net realisable value of inventories.
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Management Discussion and Analysis

TRADE DEBTORS

As at 31 December 2023, the allowance for impairment was approximately HK$1.52 million (31 December 2022:
approximately HK$1.18 million), accounting for approximately 1.5% of the Group’s total trade debtors (2022: approximately
3.1%).

From the zipper segment, the Group’s trade debtors (net) increased by around 167.2% from approximately HK$36.99 million
of last year to approximately HK$64.22 million as at 31 December 2023.

The average trade debtors turnover days of zipper business for 2023 and 2022 were approximately 100 days and 73 days
respectively.

OTHER RECEIVABLES

Other receivables mainly represent rental deposits of certain factories and office premises with remaining lease terms of less
than one year. The decrease in balance of other receivables by approximately HK$1.85 million, representing a decrease of
27.3% from approximately HK$6.77 million in 2022 to HK$4.92 million in 2023, which was mainly due to utilisation of other
tax recoverable.

TRADE CREDITORS

The Group’s trade creditors primarily relate to suppliers of the Group’s purchases of raw materials with main credit terms of
approximately 7 to 60 days.

The Group’s trade creditors increased by 57.2% from approximately HK$7.63 million as at 31 December 2022 to
approximately HK$11.99 million as at 31 December 2023. The average trade creditors turnover days for 2023 and 2022
were approximately 23 days and 23 days respectively.

OTHER PAYABLES

Other payables mainly represent (i) payroll and staff benefits payable; (ii) payables for purchase of property, plant and
equipment; and (i) accrued expenses. The balance of other payables increased by approximately 28.5% to approximately
HK$51.33 million as at 31 December 2023 (2022: approximately HK$39.95 million).

RIGHT-OF-USE ASSETS AND LEASE LIABILITIES

As at 31 December 2023, the lease liabilities and right-of-use assets amounted to approximately HK$72.01 million (2022:
approximately HK$43.09 million) and approximately HK$39.86 million (2022: approximately HK$37.07 million) respectively.
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Management Discussion and Analysis

LIQUIDITY AND CAPITAL RESOURCES

The following table is a summary of cash flow data for the two years ended 31 December 2022 and 2023:

2023 2022

HK$ million HK$ million

Net cash generated from operating activities 1.30 15.65
Net cash used in investing activities (8.36) (13.65)
Net cash (used in)/generated from financing activities (33.38) 50.53
Net (decrease)/increase in cash and cash equivalents (40.44) 52.53
Cash and cash equivalents at 1 January 105.27 59.87
Effect of foreign exchange rate changes (1.50) (7.13)
Cash and cash equivalents at 31 December 63.33 105.27

The Group’s net cash inflow from operating activities for the year 2023 amounted to approximately HK$1.30 million (2022:
HK$15.65 million). As at 31 December 2023, cash and cash equivalents amounted to approximately HK$63.33 million,
representing a decrease of approximately HK$41.94 million as compared with the position as at 31 December 2022, which
was mainly due to the combined effect of the cash flows for the year ended 31 December 2023 as shown in the above table.

As at 31 December 2023, the cash and cash equivalents of approximately HK$32.42 million, HK$25.23 million and HK$5.57
million are denominated in RMB, HK$ and USD, respectively. As at 31 December 2022, the cash and cash equivalents
of approximately HK$41.77 million, HK$53.0 million and HK$10.49 million are denominated in RMB, HK$ and USD,
respectively.

The Group did not have borrowings other than lease liabilities and amount due to a related party as at 31 December 2022
and 2028.

The Group actively and regularly reviews and manages its capital structure to maintain a balance between the higher
shareholder returns that might be possible with higher levels of borrowings and the advantages and security afforded by
a sound capital position, and makes adjustments to the capital structure in light of changes in economic conditions. The
Group monitors its capital structure on the basis of an adjusted net debt-to-capital ratio. For this purpose, adjusted net debt
is defined as total debts (which includes interest-bearing loans and borrowings), less cash and cash equivalents. Adjusted
capital comprises all components of equity.

The Group’s strategy is to maintain the adjusted net debt-to-capital ratio (i.e. total lease liabilities and amount due to a
related party less cash and cash equivalents over total equity) below 20%. As at 31 December 2023, the adjusted net debts-
to-capital ratio is 7.0%. As at 31 December 2022, as the total debt is less than cash and cash equivalents, no adjusted net
debt-to-capital ratio is calculated. In order to maintain or adjust the ratio, the Group may adjust the amount of dividends paid
to shareholders, issue new shares, return capital to shareholders, raise new debt financing or sell assets to reduce debt.
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Management Discussion and Analysis

NET CURRENT ASSETS

As at 31 December 2023, the Group had net current assets of approximately HK$107.68 million. The key components
of current assets as at 31 December 2023 included cash and cash equivalents of approximately HK$63.33 million, trade
and other receivables of approximately HK$103.75 million, and inventories of approximately HK$27.09 million. The current
liabilities mainly represented trade and other payables of approximately HK$63.32 million and current portion of lease
liabilities of approximately HK$15.56 million.

The net current assets increased from approximately HK$105.03 million as at 31 December 2022 to approximately
HK$107.68 million as at 31 December 2023.

PLEDGE OF ASSETS

The Group did not have any assets pledged for borrowings.

CAPITAL COMMITMENTS

The capital commitments in respect of property, plant and equipment as at 31 December 2022 and 2023 not provided for in
the consolidated financial statements were approximately HK$0.52 million and approximately HK$4.33 million respectively.

FOREIGN CURRENCY RISK

The Group is exposed to currency risk primarily through sales and bank deposits which give rise to receivables and cash
balances that are denominated in USD under KEE Zippers Corporation Limited (“KEE Zippers”).

As HK$ is pegged to USD, the Group considers the risk of movements in exchange rates between USD and HK$ to be
insignificant.

The Group had RMB denominated bank deposits amounting to approximately HK$0.09 million (2022: approximately
HK$0.18 million) that was held by KEE Zippers and the Company for which HK$ is their functional currency.

In addition, the Group had HK$ denominated inter-company other receivables amounting to approximately HK$152.05
million (2022: approximately HK$149.25 million) that were held by F35 (BHR) IRFERHERAR] (KEE (Guangdong) Garment
Accessories Limited®) (‘KEE Guangdong”), 75 (#it) fusg#lisa R A a (KEE (Hubei) Zippers Manufacturing Limited®)
(“KEE Hubei”) and 75 G T) lREEHARRAF] (KEE (Zhejiang) Garment Accessories Limited*) (‘“KEE Zhejiang”) for which
RMB is their functional currency.

Assuming that a general appreciation/depreciation of 0.5% in HK$ against RMB at 31 December 2023, with all other
variables held constant, there would be a decrease/increase of the Group’s net loss for the year and decrease/increase
of accumulated losses by approximately HK$0.76 million (2022: increase/decrease in net profit and decrease/increase of
accumulated losses by approximately HK$0.75 million).

The sensitivity analysis assumes that the change in foreign exchange rate had been applied to re-measure the bank deposits
and the inter-company other receivables which expose the Group to foreign currency risk at the end of the reporting period.
The analysis excludes differences that would result from the translation of the financial statements of foreign operations
into the Group’s presentation currency. The Group currently has no hedging arrangement for foreign currencies. The
management will continue to monitor the foreign exchange exposure and will consider hedging significant foreign currency
exposure should the need arise.
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Management Discussion and Analysis

SIGNIFICANT INVESTMENTS HELD, MATERIAL ACQUISITIONS AND
DISPOSAL OF SUBSIDIARIES, ASSOCIATES AND JOINT VENTURES

The Group had no significant investment, material acquisitions or disposals for the year ended 31 December 2023.

EMPLOYEES

As at 31 December 2023, the Group had 655 full-time employees (2022: 637). The Group reviews the remuneration and
benefits of its employees annually according to the relevant market practice and individual performance of the employees.
Save for the social insurance in China and the mandatory provident fund scheme in Hong Kong, the Group has not set aside
or accrued any amount of money to provide for retirement or similar benefits for its employees. The staff costs incurred in
the year 2023 were approximately HK$115.87 million (2022: approximately HK$93.29 million). The increase in staff costs is
mainly due to increase in number of full time employees and average salary of employees.

CONTINGENT LIABILITIES
The Group had no contingent liabilities as at 31 December 2022 and 2023.

CONNECTED TRANSACTIONS

Connected Transactions in Relation to the Lease in Respect of Certain Land and Buildings

U

On 14 January 2022, Classic Winner Limited (“Classic Winner”), a company owned as to 50% and 50% by Mr. Xu
Xipeng and Mr. Xu Xinan respectively, as lessor and KEE Zippers, an indirect 85%-owned subsidiary of the Company,
as lessee entered into a lease renewal agreement (the “Third HK Lease Renewal Agreement”) pursuant to which
Classic Winner has agreed to lease to KEE Zippers a property in Hong Kong at a monthly rental of HK$54,000 (exclusive
of Government rates, Government rent, management fees and all other outgoings) payable in advance in cash without
any deduction on the 16th day of each month for a term of two years commencing from 16 January 2022 to 15
January 2024. As Classic Winner is owned as to 50% and 50% by Mr. Xu Xipeng and Mr. Xu Xinan respectively, who
are directors of certain subsidiaries of the Company, Classic Winner is therefore a connected person of the Company
at the subsidiary level.

An independent property valuer advised that the monthly rental of HK$54,000 is fair and reasonable with reference to
the market value.

On 14 January 2022, {#ILT &S MR EEGRR/AR] (Foshan City Nanhai Jinheming Investment Company Limited®),
(“Nanhai Jinheming”), a company owned as to 50% and 50% by Mr. Xu Xipeng and Mr. Xu Xinan respectively, as
lessor and KEE Zhejiang, an indirect 85%-owned subsidiary of the Company, as lessee entered into a lease renewal
agreement (the “Third PRC Lease Renewal Agreement”) pursuant to which Nanhai Jinheming has agreed to lease
to KEE Zhejiang the land and the PRC buildings in Zhejiang Province at a monthly rental of RMB625,958 payable
in cash within the first 10 working days of each month commencing from 16 January 2022 for a term of two years
commencing on 16 January 2022 to 15 January 2024 with three months’ rent of RMB1,877,874 as deposit. As Nanhai
Jinheming is owned as to 50% and 50% by Mr. Xu Xipeng and Mr. Xu Xinan respectively, who are directors of certain
subsidiaries of the Company, Nanhai Jinheming is therefore a connected person of the Company at the subsidiary
level.

An independent property valuer advised that the monthly rental of RMB625,958 is fair and reasonable with reference to
the market value.
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(i)

(iv)

(vi)

16

On 30 December 2022, Mr. Xu Xipeng and Mr. Xu Xinan, connected persons at the subsidiary level of the Company, as
lessors and KEE Guangdong as lessee, entered into the lease renewal agreement (the “Guangdong Lease Renewal
Agreement 2022”) to renew the lease of a plant in Guangdong for a further term of two years commencing from 1
January 2023 to 31 December 2024 for a monthly rental of RMB428,980 payable within the first 10 working days of
each month commencing from 1 January 2023.

An independent property valuer advised that the monthly rental of RMB428,980 is fair and reasonable with reference to
the market value.

On 27 August 2021, KEE Jingmen a company owned as to 50% and 50% by Mr. Xu Xipeng and Mr. Xu Xinan
respectively and KEE Guangdong an indirect 85%-owned subsidiary of the Company entered into a two years
lease renewal agreement (the “Jingmen Lease Renewal Agreement 2021”) pursuant to which KEE Jingmen has
agreed to lease the Jingmen property at a monthly rental of RMB533,000 payable before the fifth day of each month
commencing from 1 September 2021 to 31 August 2023, with three months’ rent of RMB1,599,000 as deposit.
As KEE Jingmen is owned as to 50% and 50% by Mr. Xu Xipeng and Mr. Xu Xinan respectively, KEE Jingmen is a
connected person at the subsidiary level of the Company as of the date of the Jingmen Lease Renewal Agreement
2021. An independent property valuer advised that the monthly rental of RMB533,000 is fair and reasonable with
reference to the market rate.

On 29 April 2022, F9 5 G# 4t) f7 $ &L 5 A R 2 & (KEE (Hubei) Zippers Manufacturing Company Limited*) (‘KEE
Hubei”) replaced KEE Guangdong as a new lessee to the Jingmen Lease Renewal Agreement 2021. KEE Jingmen as
lessor, KEE Guangdong as the original lessee, and KEE Hubei as the new lessee entered into a novation agreement
pursuant to which KEE Hubei shall assume all the rights and obligations of KEE Guangdong under the Jingmen Lease
Renewal Agreement 2021 with effect from 1 May 2022. An independent property valuer advised that the monthly rental
of RMB533,000 is fair and reasonable with reference to the market rate.

On 31 May 2022, KEE Jingmen and KEE Hubei entered into a lease agreement for a PRC property (the “PRC
Property Phase II”) for a term from 1 June 2022 to 31 August 2023 (the “Phase Il Lease Agreement”) pursuant
to which KEE Jingmen agreed to lease to KEE Hubei the production base in Zhejiang Province at a monthly rental of
RMB245,658 payable in cash before the fifteen day of each month commencing from 1 September 2022 with three
months’ rent of RMB736,974 as deposit. As KEE Jingmen is owned as to 50% and 50% by Mr. Xu Xipeng and Mr.
Xu Xinan respectively therefore a connected person of the Company at the subsidiary level. An independent property
valuer advised that the monthly rental of RMB245,658 is fair and reasonable with reference to the market rate.

On 31 August 20283, KEE Jingmen and KEE Hubei entered into a lease agreement for a PRC property (the “PRC
Property”) for a term from 1 September 2023 to 31 August 2029 (the “Lease Agreement”), which replaced the
leases expired on 31 August 2023 as mentioned an items (iv) and (v) above, pursuant to which KEE Jingmen agreed
to lease to KEE Hubei the production base in Zhejiang Province at a monthly rental of RMB969,735 payable in cash
before the fifteen day of each month commencing from 1 September 2023 with three months’ rent of RMB2,909,205
as deposit. As KEE Jingmen is owned as to 50% and 50% by Mr. Xu Xipeng and Mr. Xu Xinan respectively therefore
a connected person of the Company at the subsidiary level. An independent property valuer advised that the monthly
rental of RMB969,735 is fair and reasonable with reference to the market rate.
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In accordance with HKFRS 16 applicable to the Company, as a result of the entering into the Third HK Lease Renewal
Agreement, Third PRC Lease Renewal Agreement, Guangdong Lease Renewal Agreement 2022, Jingmen Lease
Renewal Agreement 2021, Phase Il Lease Agreement and Lease Agreement, the Group recognised an additional asset
representing its right to use the property under the relevant lease agreements of a total of approximately HK$2 million for
the Third HK Lease Renewal Agreement and Third PRC Lease Renewal Agreement, approximately HK$0.2 million for the
Guangdong Lease Renewal Agreement 2022, approximately HK$8.58 million for the Jingmen Lease Renewal Agreement
2021, approximately HK$8.34 million for the Phase Il Lease Agreement and approximately HK$48.04 million for the Lease
Agreement, respectively. As such, the transactions under the above lease agreements were recognised as acquisitions
of right-of-use assets which constituted one-off connected transactions of the Company under Chapter 14A of the
Listing Rules. Details of which had been disclosed in the Company’s relevant announcements dated 14 January 2022, 30
December 2022, 27 August 2021, 29 April 2022, 31 May 2022 and 31 August 2023.

BUSINESS UPDATE IN RELATION TO RELOCATION OF ZHEJIANG
PRODUCTION BASE

KEE Zhejiang, a 85%-owned subsidiary of the Company, has been informed by the management committee of Jiashan
Economic and Technology Development Zone (“JETDZ Management Committee”) that, the production base located at
116 Jinjia Avenue, Economic Development Zone, Jiashan County, Zhejiang Province, China is included in the implementation
area of the organic renewal project of the Economic Development Zone and required to be vacated.

On 11 September 2023, the subsidiary of the Company entered into a relocation compensation agreement with Jiashan
Economic Development Asset Management Co., Ltd. (=& HEELEER AR AR) (‘fJEDAM Limited”), a 53.85%
owned indirect subsidiary of JETDZ Management Committee, pursuant to which the subsidiary agreed with JEDAM Limited
in respect of the relocation of some immovable machineries and leasehold improvements in the production base, subject
to various condition precedents, for a total compensation of RMB12,849,140, of which RMB1,284,914 (equivalent to
approximately HK$1,418,000) has been received as at 31 December 2023.

BUSINESS UPDATE IN RELATION TO CONTINUOUS RECOGNITION AS
AN ENTERPRISE OF NEW AND HIGH TECHNOLOGY AND PROFIT TAX
CONCESSION

KEE Guangdong, a 85%-owned subsidiary of the Company, has been continuously recognised as an enterprise of new
and high technology according to the recognition certificate jointly issued by the Science and Technology Department of
Guangdong (B & R R {iTEE), the Finance Department of Guangdong (&34 BT BE), the State Tax Bureau of Guangdong
(EFEBKRFH %) and the Provincial Tax Bureau of Guangdong (& 54 1 5 51 75/).

According to the relevant regulations, being recognised as an enterprise of new and high technology, KEE Guangdong
would be entitled to enjoy a preferential tax concession in the People’s Republic of China and its applicable profit tax rate up
to 2025 is expected to be 15%. Without this preferential tax concession, normal profit tax rate of KEE Guangdong would be
25%.
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PROSPECTS

Despite stable yearly growth in China’s domestic economy and gross domestic product (GDP) in the year 2023, difficulties
have persisted due to geopolitical tensions, monetary policies, high interest rates, and a slowdown in global economic
growth. The rising costs of raw materials, energy, and labor within China have continued to pose challenges. Additionally, the
decline in consumerism has affected business development.

The Zipper Business

The relocation of our production base from Zhejiang to Hubei province’s Jingmen in 2023 has impacted our overall
production structure. Geopolitical tensions, monetary policies, and high interest rates remain influential factors. Given the
rising costs and decline in consumer demand, we have taken a cautious approach towards the development in our zipper
business.

Looking ahead, we will pragmatically address complex operational challenges and adapt to these changing environments.
Our strategies include optimizing existing production capacity, enhancing automation, improving production processes,
ensuring product quality, and cost control. We will also strengthen our financial management to mitigate risks and increase
organizational efficiency.

Property Management Business

Our business strategy has always prioritized practicality, seeking stable growth while also exploring new avenues. In the
year 2023, we introduced property management services characterized by short cycles, stable cash flows, and low asset
intensity. This diversification is aimed towards a reduction in business risk while establishing a secure and robust operational
model.

We will continue to review our business strategies, formulate long-term plans, and explore additional business opportunities

or investments. Our goal is to create a healthy and secure development model that delivers stable returns for our
shareholders.
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PLACING OF NEW SHARES UNDER GENERAL MANDATE

As at 31 December 2023 and date of this report, approximately HK$38.6 million, out of the net proceeds of approximately
HK$68.6 million has been utilised as general working capital and business opportunities and investments. It is expected that
the remaining portion of the net proceeds amounting to approximately HK$30.0 million will be utilised by 30 June 2024.

IMPORTANT EVENTS AFTER THE REPORTING PERIOD

On 4 January 2024, the Company and Placing Agent entered into a placing agreement. Pursuant to the placing agreement,
the Company has conditionally agreed to place, through the Placing Agent on a best efforts basis, up to 16,733,000
new shares of the Company at HK$1.21 per share to not less than six Placees. The new shares were allotted and issued
pursuant to the general mandate granted to the Directors pursuant to the resolutions of the shareholders of the Company
passed at the annual general meeting of the Company held on 27 June 2023. On 19 January 2024, 16,733,000 new shares
of the Company have been successfully allotted and issued to not less than six Placees at HK$1.21 per share. The net
proceeds from the placing of approximately HK$19.89 million are intended to be used as general working capital and future
business opportunities and investments of the Group. For details, please refer to the announcements of the Company dated
4 January 2024 and 19 January 2024.

PROPOSED CHANGE OF COMPANY NAME

On 21 February 2024, the Company announced its proposal on changing the English name of the Company from “China
Apex Group Limited” to “Gilston Group Limited” and dual foreign name in Chinese of the Company from “FEIEREE A
[RRE] to “HEEEBERAR (the “Proposed Change of Company Name”). The Proposed Change of Company Name
was subject to, amongst others, the passing of a special resolution by Shareholders at the extraordinary general meeting of
the Company approving the Proposed Change of Company Name, which was held on 21 March 2024. For further details,
please refer to the announcements of the Company dated 21 February 2024 and 21 March 2024, and the circular of the
Company dated 27 February 2024. As at the date of this report, the relevant procedures concerning the Proposed Change
of Company Name are still under way.
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CORPORATE GOVERNANCE

Good corporate governance is conducive to enhancing the Group’s overall performance and accountability is essential in
modern corporate administration. The Board, which includes four independent non-executive Directors out of a total of nine
Directors, is responsible for setting strategic, management and financial objectives, continuously observing the principles of
good corporate governance and devoting considerable effort to identifying and formalising best practices to ensure that the
interests of Shareholders, including those of minority Shareholders, are protected.

The Company’s corporate governance practices are based on the principles and code provisions as set out in the Corporate
Governance Code.

During the year ended 31 December 2023, the Company has complied with all the code provisions as set out in the
Corporate Governance Code in all material respects except the following deviations.

MODEL CODE

The Company has adopted the Model Code as its code of conduct regarding securities transactions by the Directors.
Specific enquiry has been made of all the Directors and the Directors have confirmed they have complied with the Model
Code throughout the year ended 31 December 2023.

BOARD OF DIRECTORS

The Board currently comprises nine members, consisting of four executive Directors, one non-executive Director and four
independent non-executive Directors.

The biographical information of the Directors and the relationships between the members of the Board are set out in the
section headed “Biographies of Directors and Senior Management” on pages 50 to 52 of this report.

Apart from regular Board meetings, the Chairman also held meetings with the independent non-executive Directors without
the presence of other executive Directors and non-executive Director during the year.
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The attendance record of each Director at the Board meetings and general meeting(s) of the Company held during the year
ended 31 December 2023 is set out below:

Annual
Board General
The Board Meetings Meeting
Attendance Attendance
Executive Directors
Mr. Yip Siu Lun Dave (Chairman) 4/4 11
Mr. Mak Yung Pan Andrew 4/4 11
Mr. Wu Cody Zhuo-xuan 4/4 11
Ms. Cheung Ka Yuen 4/4 11
Non-executive Director
Ms. Lin Ping 1/4 0/1
Independent Non-executive Directors
Mr. Leung Ka Tin 4/4 11
Mr. Cheng Hong Kei 4/4 11
Mr. Liew Fui Kiang 3/4 0/1
Mr. Ko Kwok Shu 4/4 1/1

Code provision C.1.6 of the CG Code requires that independent non-executive directors and other non-executive directors
shall attend general meetings and develop a balanced understanding of the views of shareholders. Certain non-executive
and independent non-executive Directors were unable to attend the annual general meeting of the Company that was held in
Hong Kong on 27 June 2023 due to their other prior commitments.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The position of Chairman was held by Mr. Yip Siu Lun Dave and the duties of the chief executive officer is performed by the
existing management of the Group. This constitutes a deviation from the Code Provision C.2.1 but the Board is of the view
that given the small size of the existing management team, Mr. Yip Siu Lun Dave has considerable experience in business
development and the Board believes that the current structure will enable the Company to make and implement decisions
promptly and efficiently. The Board will meet regularly to consider that this structure will not impair the balance of power and
authority between the Board and the management of the Group.

INDEPENDENT NON-EXECUTIVE DIRECTORS

During the year ended 31 December 2023, the Board at all times met the requirements of the Listing Rules relating to the
appointment of at least three independent non-executive Directors with one of whom possessing appropriate professional
qualifications or accounting or related financial management expertise.

The Company has received written annual confirmation from each of the independent non-executive Directors in respect of

his independence in accordance with the independence guidelines as set out in rule 3.13 of the Listing Rules. The Company
considers all independent non-executive Directors are independent.
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APPOINTMENTS, RE-ELECTION AND RETIREMENT OF DIRECTORS

Each of the executive Directors and independent non-executive Directors has entered into a service contract or letter of
appointment with the Company for a specific term. Such term is subject to his/her reappointment by the Company at an
annual general meeting upon such Director’s retirement by rotation at least once every three years and offering himself/
herself for re-election. Pursuant to the Company’s Articles of Association, any Director appointed by the Board to fill a casual
vacancy shall hold office until the following general meeting of the Company and shall then be eligible for re-election and
any Director appointed by the Board as an addition to the existing Board shall hold office only until the next annual general
meeting of the Company and shall then be eligible for re-election. Also, pursuant to the Company’s Articles of Association,
at each annual general meeting one-third of the Directors for the time being (or, if their number is not a multiple of three, the
number nearest to but not less than one-third) shall retire from office by rotation provided that every Director shall be subject
to retirement at an annual general meeting at least once every three years. A retiring Director shall be eligible for re-election
and shall continue to act as a Director throughout the meeting at which he retires.

The CG Code stipulates that non-executive directors should be appointed for a specific term, subject to re-election.
Currently, Ms. Lin Ping is not appointed for a specific term and is subject to retirement by rotation and re-election at the
annual general meeting of the Company in accordance with the provisions of the Company’s Articles of Association. Since
her appointment will be reviewed when they are due for re-election, the Board considers that sufficient measures have been
taken to ensure that the Company’s corporate governance practices are no less exacting than those set out in the CG Code.

RESPONSIBILITIES, ACCOUNTABILITIES AND CONTRIBUTIONS OF THE
BOARD AND MANAGEMENT

The Board is responsible for leadership and control of the Company and oversees the Group’s businesses, strategic
decisions and performance and is collectively responsible for promoting the success of the Company by directing and
supervising its affairs. The Board take decisions objectively in the interests of the Company.

All Directors, including the non-executive Director and the independent non-executive Directors, have brought a wide
spectrum of valuable business experience, knowledge and professionalism to the Board for its efficient and effective
functioning.

All Directors have full and timely access to all the information of the Company as well as the services and advice from the
company secretary and senior management. The Directors may, upon request, seek independent professional advice in
appropriate circumstances, at the Company’s expenses for discharging their duties to the Company.

The Directors shall disclose to the Company details of other offices held by them and the Board regularly reviews the
contribution required from each Director to perform his responsibilities to the Company.

The Board reserves for its decision all major matters relating to policy matters, strategies and budgets, internal control
and risk management, material transactions (in particular those that may involve conflict of interests), financial information,
appointment of Directors and other significant operational matters of the Company. Responsibilities relating to implementing
decisions of the Board, directing and co-ordinating the daily operation and management of the Company are delegated to
the management.
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CONTINUOUS PROFESSIONAL DEVELOPMENT OF DIRECTORS

Directors keep abreast of responsibilities as a Director and of the conduct, business activities and development of the
Company.

Every newly appointed Director will receive induction on the first occasion of his/her appointment to ensure appropriate
understanding of the business and operations of the Company and full awareness of Director’s responsibilities and
obligations under the Listing Rules and relevant statutory requirements.

Directors should participate in appropriate continuous professional development to develop and refresh their knowledge and
skills to ensure that their contribution to the Board remains informed and relevant. Internally-facilitated briefings for Directors
will be arranged and reading materials on relevant topics will be issued to Directors where appropriate.

According to the records maintained by the Company, the Directors received the following training with an emphasis on but
not limited to the roles, functions and duties of a director of a listed company on continuous professional development during
the year ended 31 December 2023.

Attending

Reading Seminars/
Name of Directors Materials Trainings
Executive Directors
Mr. Yip Siu Lun Dave (Chairman) v v
Mr. Mak Yung Pan Andrew v v
Mr. Wu Cody Zhuo-xuan v v
Ms. Cheung Ka Yuen v v
Non-executive Director
Ms. Lin Ping v v
Independent Non-executive Directors
Mr. Leung Ka Tin v v
Mr. Cheng Hong Kei v v
Mr. Liew Fui Kiang v v
Mr. Ko Kwok Shu v v

BOARD COMMITTEES

The Board has established three committees, namely, the Audit Committee, Remuneration Committee and Nomination
Committee, for overseeing particular aspects of the Company’s affairs. All Board committees of the Company are established
with defined written terms of reference. The terms of reference of the Board committees are posted on the Company’s
website and the Stock Exchange’s website.

The majority of the members of each Board committee are independent non-executive Directors and the list of chairman and
members of each Board committee is set out under “Corporate Information” on page 2.
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AUDIT COMMITTEE

An Audit Committee has been established with written terms of reference in compliance with the Listing Rules and Corporate
Governance Code. The main duties of the Audit Committee are to, amongst others, assist the Board in reviewing the
financial information and reporting system, internal control system and risk management, relationship with external auditors,
and arrangements to enable employees of the Company to raise, in confidence, concerns about possible improprieties in
financial reporting, internal control or other matters of the Company.

The Audit Committee currently consists of three independent non-executive Directors, namely, Mr. Leung Ka Tin, Mr. Cheng
Hong Kei and Mr. Liew Fui Kiang. Mr. Cheng Hong Kei, an independent non-executive Director, is the chairman of the Audit
Committee.

The Audit Committee held three meetings to review interim and annual financial results and reports during the year ended
31 December 2023 and significant issues on, amongst others, the financial reporting and compliance procedures, internal
control and risk management systems, scope of work and appointment of external auditors, connected transactions and
arrangements for employees to raise concerns about possible improprieties. The consolidated results of the Group for the
year ended 31 December 2023 have been reviewed by the Audit Committee.

The attendance record of each Director at the Audit Committee meetings held during the year ended 31 December 2023 is
set out below:

Audit Committee Attendance
Mr. Cheng Hong Kei (Committee Chairman) 2/2
Mr. Leung Ka Tin 2/2
Mr. Liew Fui Kiang 2/2
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REMUNERATION COMMITTEE

A Remuneration Committee has been established with written terms of reference in compliance with the Listing Rules and
Corporate Governance Code. The primary functions of the Remuneration Committee include determining the remuneration
packages of individual executive Directors and senior management; reviewing and making recommendation to the Board
on the remuneration policy and structure for all Directors and senior management; establishing transparent procedures
for developing such remuneration policy to ensure that no Director or any of his associates will participate in deciding his
own remuneration. The Remuneration Committee is also responsible for reviewing and approving the matters relating to
the share schemes of the Company. Such share options are granted based on individual employee’s performance and
the achievement of certain goals that are consistent with the Group’s objective of maximising long-term value for the
Shareholders.

The Remuneration Committee currently consists of three independent non-executive Directors, namely, Mr. Leung Ka Tin,
Mr. Cheng Hong Kei and Mr. Liew Fui Kiang. Mr. Cheng Hong Kei, an independent non-executive Director, is the chairman
of the Remuneration Committee.

The Remuneration Committee held four meetings to review and make recommendation to the Board on the remuneration
policy and structure of the Company, assess the performance of the executive Directors, to determine the remuneration
packages of the executive Directors and senior management and other related matters during the year ended 31 December
2023.

The attendance record of each Director at the Remuneration Committee meetings held during the year ended 31 December
2023 is set out below:

Remuneration Committee Attendance
Mr. Cheng Hong Kei (Committee Chairman) 2/2
Mr. Leung Ka Tin 2/2
Mr. Liew Fui Kiang 1/2

The remuneration of Directors and senior management of the Company by band for the year ended 31 December 2023 is
set out below:

Number of Persons

HKS$0 to HK$500,000 6
HK$500,001 to HK$1,000,000 1
HK$1,000,001 to HK$1,500,000 1
HK$1,500,001 to HK$2,000,000 -
HK$2,000,001 to HK$2,500,000 1

HK$2,500,001 to HK$3,000,000 -
HK$3,000,001 to HK$3,500,000 -

HK$3,500,001 to HK$4,000,000 3
HK$4,000,001 to HK$4,500,000 -
HK$10,000,001 to HK$10,500,000 1

CHINA APEX GROUP LIMITED /2023 ANNUAL REPORT 25



Corporate Governance Report

NOMINATION COMMITTEE

A Nomination Committee has been established with written terms of reference in compliance with the Listing Rules and
Corporate Governance Code. The primary functions of the Nomination Committee are to review the Board composition,
make recommendations to the Board on the appointment and succession planning of Directors, and assess the
independence of independent non-executive Directors.

The Nomination Committee has adopted a set of nomination procedures for review of the structure, size and composition
(including the gender, age, cultural and educational background, ethnicity, professional experience, skills, knowledge and
length of service) of the Board at least annually and make recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy; identify individuals suitably qualified to become Board members and select
or make recommendations to the Board on the selection of individuals nominated for directorships; implement and review
the Board Diversity Policy; develop, review and disclose the policy for nomination of directors; assess the independence of
independent non-executive Directors; and make recommendations to the Board on the appointment and re-appointment of
Directors and succession planning for Directors, in particular, the Chairman and the Chief Executive Officer.

The Nomination Committee currently consists of three independent non-executive Directors, namely Mr. Leung Ka Tin, Mr.
Cheng Hong Kei and Mr. Liew Fui Kiang and one executive Director, namely Mr. Yip Siu Lun Dave, an executive Director, is
the chairman of the Nomination Committee.

The Nomination Committee held four meetings to review the structure, size and composition of the Board and the
independence of the independent non-executive Directors, and to consider the qualifications of the retiring Directors standing
for election at the annual general meeting during the year ended 31 December 2023.

The attendance record of each Director at the Nomination Committee meetings held during the year ended 31 December
2023 is set out below:

Nomination Committee Attendance
Mr. Yip Siu Lun Dave (Committee Chairman) 1/1
Mr. Leung Ka Tin 11
Mr. Cheng Hong Kei 1/1
Mr. Liew Fui Kiang 1/1

BOARD DIVERSITY POLICY

The Board has adopted a revised Board Diversity Policy for the year ended 31 December 2023 to comply with the Code
Provision and the Stock Exchange’s recent guidelines on board diversity. The Board Diversity Policy aims to set out the
approach to achieve diversity in the Board to ensure that the Board has the balance of skills, experience and diversity
of perspectives, including but not limited to gender, age, cultural and educational background, professional experience,
knowledge and skills. In identifying suitable candidates, the Nomination Committee will consider candidates on merit and
against the objective criteria with due regard for the benefits of diversity on the Board.
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Currently, the gender diversity of the Board is at approximately 22.2% (2 female out of 9 Directors). The Nomination
Committee and the Board will review the Board’s target gender diversity ratio from time to time and take opportunities to
increase the proportion of female members over time as and when suitable candidates are identified. Further, the Board
currently consists of members with different professional backgrounds and from different age groups. Accordingly, the
Nomination Committee considers that the current composition of the Board is characterised by diversity (including gender
diversity) after taking into account its own business model and specific needs, whether considered in terms of professional
experience or skKills.

Measurable Objectives

Selection of candidates for Board membership will be based on a range of diversity perspectives, including but not limited
to gender, age, experience, cultural and educational background, ethnicity, professional experience, skills, knowledge and
length of service.

Monitoring and Reporting

The Nomination Committee will disclose the composition of the Board annually in the Corporate Governance Report and
monitor the implementation of the Board Diversity Policy (including the need to identify potential successors to the Board to
achieve gender diversity). The Nomination Committee will review the Board Diversity Policy, as appropriate, to ensure the
effectiveness of this policy. The Nomination Committee will discuss any revisions that may be required, and recommend any
such revisions to the Board for consideration and approval.

As at the date of this annual report, the Board comprises nine Directors. Four of them are independent non-executive
Directors, thereby promoting critical review and control of the management process. The Board is also characterized
by significant diversity, whether considered in terms of age, experience, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service.

DIVIDEND POLICY

The Board adopted a dividend policy for the year ended 31 December 2023. The Board has the discretion to declare and
distribute dividends to the shareholders of the Company. Any declaration of final dividends for the year will be subject to
the approval of the Company’s shareholders. The Board shall take into account the financial position, cashflow situation,
business conditions and strategies, current and future operations and earnings, capital requirements and expenditure plans,
interests of shareholders, prevailing economic environment, any restrictions on payment of dividends of the Group and any
other factors or conditions that the Board may consider relevant when considering the declaration and payment of dividends.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functions set out in the code provision A.2.1 of the CG Code.

The Board reviewed the Company’s corporate governance policies and practices, training and continuous professional
development of Directors and senior management, the Company’s policies and practices on compliance with legal and
regulatory requirements, the compliance of the Model Code, and the Company’s compliance with the CG Code and
disclosure in this Corporate Governance Report.
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DIRECTORS’ RESPONSIBILITY IN RESPECT OF THE FINANCIAL
STATEMENTS

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

The Directors are not aware of any material uncertainties relating to events or conditions that may cast significant doubt upon
the Company’s ability to continue as a going concern.

The statement of the independent auditors of the Company about their reporting responsibilities on the consolidated financial
statements is set out in the Independent Auditor’s Report on pages 62 to 66.

AUDITORS’ REMUNERATION

The remuneration paid to the Company’s external auditors of the Company in respect of audit services and non-audit
services for the year ended 31 December 2023 is set out in note 9 to the consolidated financial statements of the Company.

INTERNAL CONTROLS AND RISK MANAGEMENT

Under Code Provision D.2.5, the Group should have an internal audit function. The Group conducted an annual review
on the need for setting up an internal audit department. Given the Group’s simple operating structure, instead of setting
up an internal audit department, the annual review on the risk management and internal control systems of the Group has
been conducted by a professional third party and reported to the Audit Committee members. The review covered material
controls, including financial, operational and compliance controls and risk management functions of the Group. Appropriate
measures have been put in place to manage the risks. No major issue was raised for improvement. The improvement of the
systems of risk management and internal control is an ongoing process and the Board maintains a continuing commitment
to strengthen the Group’s control environment and processes.

During the year, the Group has appointed an external independent consultant to conduct a review of the Group’s internal
control systems. It covers all material financial, operational and compliance controls. The Board has conducted an annual
review on the effectiveness of the Group’s risk management and internal control systems based on the reports of the
external independent consultant and considers that the Group’s risk management and internal control systems as at 31
December 2023 to be effective and adequate.

COMPANY SECRETARY

Mr. Chan Kam Fuk, aged 58, was appointed as the Company Secretary on 31 December 2021. Mr. Chan has extensive
experience in finance, auditing and accounting. Mr. Chan graduated from The University of Southern Queensland, Australia
with a Master of Professional Accounting in 1998 and from the City University of Hong Kong with the degree of Master of
Science in Finance in 1995. Mr. Chan is a non-practicing partner of Dominic K. F. Chan & Co., CPA and Centurion ZD CPA&
Co., CPA, and a non-practicing director of Centurion ZD CPA Limited, accounting firms in Hong Kong. He is a qualified
accountant in Hong Kong and Australia and therefore he meets the qualification requirements under Rule 3.28 of the Listing
Rules.

CONSTITUTIONAL DOCUMENTS

During the year ended 31 December 2023, in view of the change to Appendix A1 to the Listing Rules, the Company has
adopted the second amended and restated Articles, which was approved by the Shareholder of the annual general meeting
of the Company held on 27 June 2023, and is available on the website of the Company and the Stock Exchange.
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SHAREHOLDERS’ RIGHTS

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

CONVENING AN EXTRAORDINARY GENERAL MEETING BY SHAREHOLDERS

Pursuant to article 58 of the Company’s articles of association, any one or more Shareholders holding at the date of
deposit of the requisition not less than one-tenth of the paid up capital of the Company carrying the right of voting at
general meetings of the Company shall at all times have the right, by written requisition to the Board or the secretary of the
Company, to require an extraordinary general meeting to be called by the Board for the transaction of any business specified
in such requisition; and such meeting shall be held within two months after the deposit of such requisition. If within twenty-
one days of such deposit the Board fails to proceed to convene such meeting the requisitionist(s) himself (themselves) may
do so in the same manner, and all reasonable expenses incurred by the requisitionist(s) as a result of the failure of the Board
shall be reimbursed to the requisitionist(s) by the Company.

PUTTING FORWARD PROPOSALS AT GENERAL MEETINGS

There is no provision allowing Shareholders to move new resolutions at general meetings under the Cayman Islands
Companies Law or the articles of association of the Company. Shareholders who wish to move a resolution may request the
Company to convene a general meeting following the procedures set out in the preceding paragraph.

PUTTING FORWARD ENQUIRIES TO THE BOARD

For putting forward any enquiries to the Board, Shareholders may send written enquiries to the Company.

Note: The Company will not normally deal with verbal or anonymous enquiries.
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CONTACT DETAILS

Shareholders may send their enquiries or requests as mentioned above to the principal place of business of the Company in
Hong Kong:

Address: Suite 10A and 10B, 15/F., Nine Queen’s Road Central, Central, Hong Kong

Fax: 3422 8030
Email: dchan@apexhengtai.com

For the avoidance of doubt, Shareholders must deposit and send the original duly signed written requisition, notice or
statement, or enquiry (as the case may be) to the above address, apart from the registered office of the Company, and
provide their full name, contact details and identification in order to give effect thereto. Shareholders’ information may be
disclosed as required by law.

Shareholders may call the Company at (852) 3897 9800 for assistance.

COMMUNICATION WITH SHAREHOLDERS AND INVESTORS/INVESTOR
RELATIONS

The Company considers that effective communication with Shareholders is essential for enhancing investor relations and
investor understanding of the Group’s business performance and strategies. The Company endeavours to maintain an
ongoing dialogue with Shareholders and in particular, through annual general meetings and other general meetings. The
Chairman of the Board, all other members of the Board including independent non-executive Directors, and the chairman of
all Board committees (or their delegates) will make themselves available at the annual general meetings of the Company to
meet Shareholders and answer their enquiries.
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A.

GOVERNANCE STRUCTURE

The board (the “Board”) of directors (the “Directors”) of China Apex Group Limited (“CAGL” or the “Company”),
collectively with its subsidiaries, the “Group”) is committed to maintaining high governance standards. The Group’s
vision for sustainability is to bolster its ability to operate and thrive profitably in a volatile economic, ecological,
technological and social environment while fostering a robust culture of sustainability across the organisation. A strong
and efficient governance structure enables to meet the needs of its key stakeholders while achieving long-term,
sustainable growth. The Board is accountable for the leadership, performance, and management of the Group.

For effective decision making and advising the Board on matters within their scope, The Board has established three
committees:

1. The Audit Committee
2. The Remuneration Committee, and

3. The Nomination Committee, to supervise various aspects of the Company’s operations.

REPORTING PRINCIPLES AND BOUNDARIES

This Environmental, Social, and Governance (the “ESG”) Report is published in accordance with the “comply or
explain” provisions of the Environmental, Social and Governance Reporting Guide (the “ESG Reporting Guide”)
mentioned in Appendix C2 of the Rules (the “Listing Rules”) Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited. With reference to the Group’s materiality, quantitative and consistency assessment
on the business operations, the Group decided to comprise the performances and initiatives on environmental
protection, employment policies and benefits, operation management, community involvement and various aspects
of the business operation of manufacturing and selling zippers in Guangdong Province, Zhejiang Province and Hubei
Province, the People’s Republic of China, along with the Group’s Hong Kong headquarters, for the year beginning 1
January 2023 and ending 31 December 2023.

The source of all information and data is the Group’s official documents and relevant records. This Report was
compiled by the Group’s management and staff in order to evaluate the Group’s internal environmental, social and
operating practices and governance.

The Group assess the significance of these issues to the company growth and stakeholders and report accordingly.

REPORTING ON ENVIRONMENTAL PARAMETERS

C.1 POLICY AND GOVERNANCE ON ENVIRONMENTAL ASPECTS:

In accordance with ISO standards (such as ISO 14001) and applicable national laws and regulations, the Group
formulated the Manual of Environmental Control System, which governs the Group’s environmental policy
regarding design, production, sale and other processes. In addition to outlining the necessity of reducing waste
and conserving energy, the policy requires the employees to recycle materials whenever possible, thereby
minimizing the environmental impact of daily operations. The relevant committee annually examines and updates
the Group’s environmental strategies based on actual conditions.
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C.2 EMISSION MANAGEMENT

The Group rigorously adheres to the Environmental Protection Law of the People’s Republic of China (FFZEA K
HIBEERIFRHEE), the Law of the People’s Republic of China on the Prevention and Control of Environmental
Pollution by Solid Wastes (F2EA R HEFBIEEERE Y54 =35 H747%), and the Standard for Pollution Control on
Hazardous Waste Storage (fFEMEEMETT 5 2IEHIIZAE). The Group assessed the environmental impact of its
production facilities and determined that emissions of air pollutants, greenhouse gases, water, sewage and non-
hazardous residues are in compliance with PRC regulations.

The Group is unaware of any non-compliance with the Law of the People’s Republic of China on the Prevention
and Control of Environmental Pollution by Solid Waste and other applicable laws and regulations during the fiscal
year ended 2023.

a. Hazardous Waste and Non-Hazardous Waste Management

Hazardous waste and non-hazardous waste from the production processes mainly includes:
o hazardous waste such as waste mineral oil, dyestuff, waste coating, broken lamps, waste barrels;
o non-hazardous waste such as packages, zippers, sludge, domestic refuse.

To avoid secondary pollution, the Group strictly adheres to relevant requirements when packing, storing
and transporting hazardous waste to authorised professional waste handling institutions for recycling
and disposal. Dyeing sludge is dewatered to reduce its water content and volume, easing the burden on
landfills. Meanwhile, non-hazardous waste such as domestic refuse and kitchen waste is collected and
disposed of by municipal government departments.

Non-hazardous waste is primarily attributed to discarded packaging materials and office domestic waste.
Collectors collect and handle metals and broken machine parts. Hazardous waste generated during the
manufacturing process is stored separately and collected by a qualified waste collector.

b. Exhaust Gas and Greenhouse Gas, Dust Emission

By obtaining a Pollutant Discharge Permit ((53¥HEEF A 7E) issued by the Ministry of Environmental
Protection and Pollutant Emission Permit from the governmental regulatory authority, the Group ensures
that the Group’s emissions meet the state’s standards.

The Group continues working on improving the exhaust gas emission system in order to reduce the
Group’s environmental impact. During the Period, the local ministry of environmental protection conducted
random checks on sulphur dioxide, carbon monoxide and other exhaust gases. As a result, the Group’s
emissions were lower than the permissible density limit of air pollutants for oil-fired boilers specified by the
Emission Limit of Air Pollutants for Industrial Boilers ($B{E A .55 2291 HR(E).
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c. Sewage Treatment

Sewage produced by the Group’s operations primarily consists of dyeing wastewater and boiler
wastewater by building a wastewater storage and monitoring device for sewage treatment. Wastewater
flows into sewage treatment plants and is handled by the reclaimed water recycling system. Filters are
replaced more frequently to improve recycling rates.

After treatment, recycled water is reused for dyeing, cleaning, cooling and watering vegetation in the
industrial area. Wastewater that has been treated is discharged into the drainage system. The Group
proactively promotes green operations, implement measures such as automation while improving the
processes and reuse wastewater in the dyeing process.

Furthermore, the Group also ships the discharged wastewater to certified testing facilities. The local
environmental protection agency also conducts regular inspections of wastewater discharged. The
discharge standards of water pollutant sources for dyeing and finishing prevention (45453 T 2£K55244)
PEIZZE) are met by effluent emissions such as COD, suspended solids and nitrogen.

Table 1 - Emissions Profile:!

Emissions Unit 2023 2022
Intensity Intensity
(per HK$1M (per HK$1M
Emissions revenue) Emissions revenue)

Greenhouse Gas

Scope 1 emissions Tonnes CO,-e 1,108.80 4.16 420.79 1.95
Scope 2 emissions Tonnes CO,-e 8,502.55 31.90  8,749,267.12 40,581.02
Scope 3 emissions Tonnes CO,-e 264.26 0.99 218.00 1.01
Total (Scope 1, 2 & 3) Tonnes CO,-e 9,875.61 37.05  8,749,905.63 40,583.98

Exhaust gas

Nitrogen Oxides Kg 192.43 0.72 231.05 1.07
Sulphur Oxides Kg 0 0 64.31 0.30
Particulate Matter Kg 89.61 0.34 980.80 4.55
Sewage Tonnes 154,306.10 578.91 189.03 0.88
Hazardous Waste Tonnes 184.22 0.81 6.44 0.03
Non-Hazardous Waste Tonnes 20.92 0.08 1,196.21 5.55

! EPA’s GHG Emission Factors Hub, WRI, HK electric, Defra emission factors has been used for the purpose of GHG Emissions
calculations.
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C.3 EFFICIENT USE OF RESOURCES

Reduce, reuse and recycle can not only help in using Earth’s fine resources efficiently but also helps in saving
and reducing cost. As a result, a number of eco-measures have been implemented and the Group incorporates
them into everyday operations and encourage the employees to participate in them.

The majority of the energy consumed by the Group’s manufacturing process is in electricity as the Group uses
energy-saving lamps to implement green lighting to reduce the Group’s electricity usage.

To conserve and use water more effectively, the Group repaired old water pipes, repaired leaks and reduces tap
water usage. Furthermore, the research and development department introduced two metal zipper cleaners that
effectively wash away plating solution and thus reduce water consumption.

With an aim to go paperless, employees of the Group are urged to use electronic methods such as email for daily
tasks, support paperless offices, and encourage double-sided printing, as well as turn off lights, computers, fans

and other electronic appliances that are idle to reduce waste.

Table 2 - Resource Consumption:

Resource Utilization Unit 2023 2022
Intensity Intensity
(per HK$1M (per HK$1M
Consumption revenue) Consumption revenue)
Electricity KWh 12,965,319 48,641.59 12,739,459 59,094.43
- Office KWh 346,985 1,301.77 408,385 1,894.37
- Factory KWh 12,618,334 47,339.82 12,331,075 57,200.06
Steam MMBTU 6,388.55 23.97 5,626 26.10
Water Tonnes 225,390 845.59 252,134 1,169.57
Paper Kg 2,118.27 7.95 2,729 12.66
Diesel Qil L 6,964.81 26.13 369,895 1,715.83
LPG Kg 23,140 86.81 39,160 181.65
Natural Gas ms3 548,152 2,056.49 107,176 497.16

The packaging materials used by the Group are mainly plastic bags and cartons, the sizes of which are decided
by the needs of various customers and the size of the products. Regardless of the importance of packaging
materials, the Group takes every effort to improve the utility rate of the resources and packaging materials are
kept to a bare minimum to minimise waste generation.
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Table 3 - Packaging Material:

Packaging Material Unit 2023 2022
Intensity Intensity
(per HK$1M (per HK$1M
Consumption revenue) Consumption revenue)
Carton Box Kg 73,256.06 274.83 78,777.94 365.43
Plastic Bags Kg 21,982.70 82.47 19,218.775 89.15
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C.4 ENVIRONMENT AND NATURAL RESOURCES

The Group recognises the significance of environmental protection and evaluates the environmental impact on
a regular basis, while reviewing the Group’s environmental practises and implement the required preventive or
improvement measures to reduce negative environmental impact from the Group’s business operations.

The Group interacts with its suppliers, business partners and clients in order to better understand the Group’s
environmental policies, select qualified green raw materials and implement energy-efficient equipment meanwhile
being dedicated to raising environmental awareness among employees.

C.5 CLIMATE CHANGE

Climate change is already having an effect on organisations and communities around the world with increased
intensity and frequency of extreme weather events, prolonged droughts and rising temperatures and sea levels.
Global and regional efforts are being coordinated to stabilise and decrease the volume of greenhouse gas (GHG)
emissions caused by human activity through a concerted transition to low carbon.

To combat climate change, the Group has identified emission reduction pathways and developed an emission
control and reduction strategy.

D. REPORTING ON SOCIAL PARAMETERS

D.1 EMPLOYMENT PRACTISES:

Employees are important assets of the Group. A sophisticated human resources management facilitates keeping
up corporate competitiveness. The Group is dedicated to improving the recruitment system and working
environment, building a platform for employees to develop their career and caring for employees and thus
ensuring that all employees are protected and respected.

a. Policy and Governance Aspects:

The Group complies with national and regional laws and regulations of Hong Kong and Mainland China
such as the Labour Law of the People’s Republic of China (FZEA REFMEILENE), the Labour Contract
Law of the People’s Republic of China (FEAR LB ENSRFLE) and the Employment Ordinance (1& 1%
141) of Hong Kong, and formulated a fair and open employment policy and the Anti-discrimination Policy,
which stipulates that all employees are entitled to fair employment opportunities, regardless of nationality,
religious belief, gender, marital status, disability and age (except for below 16).

The Group strictly complies with the Law of the People’s Republic of China on the Protection of Disabled
Persons (P#EA R HMBEH €{R2)%) and the Mandatory Provident Fund Schemes Ordinance (5& 14 AT
EETEIIEH) of Hong Kong Law, to pay for housing provident fund, social insurance, mandatory provident
fund, labour insurance among others.
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Fair and Open Talent Selection

In terms of employee recruitment, the Group has created the Recruitment Management System, which
enables fair and open hiring procedures. The Human Resources Department chooses talent based on
objective factors such as work experience, job skills and academic credentials. To recruit and keep talent,
the Group provides fair and competitive remuneration and employee benefits. Salary adjustments and
promotions are based on objective variables such as job success and professional skills, as well as regular
results and work evaluation.

Staff Advantages

Rest times, marriage and bereavement leave, maternity leave, injury leave, annual leave, family planning
leave and paternity leave are all available to employees.

Table tennis tables, snooker tables, a gym and other amenities are added. The Group plans social,
recreational and sporting events such as basketball tournaments and birthday parties. Employees can
unwind after work by collecting, watching movies, travelling and participating in other activities.

The Group provides a dormitory for the factory workers as well as free Wi-Fi and everyday necessities
and also replace and repair air conditioners on time, progressively improving the living conditions at the
dormitory. Furthermore, the Group provides complimentary meals to the employees. The staff canteen
offers a balanced diet that includes both meat and vegetables as well as a healthy and secure dining
environment. Employees who work in the food industry are subjected to yearly body checks and are
required to wear chef hats, masks, plastic shoes and other safety equipment. Local law requires us to
acquire a Food Service Permit (B Sh#T A 1A 35).

The Administration and Diet Committee monitors the running of the staff canteen as well as the suppliers
who provide food ingredients to the staff canteen to ensure that the supplies satisfy national hygiene
standards. The committee distributes a survey form for staff canteen satisfaction on a regular basis and
then follows up with improvement and monitoring of opinions.
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d. Workforce Details and Turnover Rates:

The Group welcomes people of all backgrounds to join as long as they are eager to learn, engage, and
contribute.

The Group had 655 (2022: 637) full-time employees at the end of the Period. The table below contains key
indicators for various job divisions, regions, age groups, and gender.

Table 4 - Employees:

Particular 2023 2022
% of % of

Number Total Staff Number Total Staff
Employment Type
— Full Time 655 100.00 637 100.00
— Part Time 0 0.00 0 0.00
Gender
— Male 397 60.61 374 58.71
- Female 258 39.39 263 41.29
Age Group
- 181030 98 14.96 73 11.46
-31t040 288 43.97 288 45.21
-41to0 50 210 32.06 219 34.38
— 50 or above 59 9.01 57 8.95

Geographical Region
— China 632 96.49 621 97.49
— Hong Kong 23 3.51 16 2.51

Employee Categories

— Senior Management 16 2.44 12 1.88
— Middle Management 21 3.20 22 3.46
— General Staff 618 94.36 603 94.66

Service Period

— Less than 5 Years 394 60.15 365 57.30
—51to 10 Years 133 20.30 135 21.19
—Over 10 Years 128 19.54 137 21.51
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Employee Turnover rate:

Particular Unit 2023 2022
Employment Type

— Full time % 0.00 27.03
— Part time % 0.00 0.00
Gender

— Male % 0.00 23.36
— Female % 1.92 31.69
Age Group

- 1810 30 % 0.00 50.68
-311t040 % 0.00 27.82
- 4110 50 % 4.20 16.09
— 50 or above % 0.00 12.31

Geographical Region
— China % 0.00 27.03
— Hong Kong % 0.00 0.00

Employee Categories

— Senior Management % 0.00 6.67
— Middle Management % 4.65 13.04
— General Staff % 0.00 27.78

Service Period

— Less than 5 Years % 0.00 36.74
—-51to0 10 Years % 1.49 9.40
—Over 10 Years % 6.79 6.80

The Group strives to maintain employee turnover rate at an acceptable level, so as to facilitate accumulation
of professional skills and experience.
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D.2 HEALTH AND SAFETY

a.

Policy and Governance Aspects:

The Group values health and safety of employees and is committed to provide a safe workplace by strictly
complying with relevant laws and regulations including the Labour Law of the People’s Republic of China (#
N REMBEAAE)X), the Law of the People’s Republic of China on Work Safety (FEEA R B L 24 ER)
and the Law of the People’s Republic of China on the Prevention and Control of Occupational Diseases (7
AN R HMBRERYAE).

Safe Work Environment:

The Group implements a 5S workplace management at its factories, namely, sort, set in order, vacuum,
clean and manner and provide employees with protective apparel and tools, such as gloves, masks,
earwear and safety boots. Labour gear wearing supervision mechanism is in existence as regular checks
and monitoring employees’ wearing of protective gear. For employees of some special categories such as
electricians are required to acquire licences recognised by the national government and pass the necessary
exams prior to work. Employees are required to replace damaged electricity wires conduct maintenance
and repair of electronic appliances and wire safety and ensure double insulation of electricity wires.

The Group appoints a qualified professional organisation specialising in detection and evaluation
of workplace occupational hazards on an annual basis to monitor the work environment and take
development measures for occupational health safety risks at workplace.

The Group provides to the relevant employees with annual occupational health examination. In addition,
the Group carries out comprehensive inspection and analysis on machineries and arranges protection
measures for those with potential safety issues. For instance, safety screens have been added for all semi-
automatic punching equipment to provide extra protection to employees.

The Group has formulated Fire Safety Control System and installed interactive fire alarm system in its
factories. Designated staff is responsible for the monthly inspection, maintenance and repair for fire
apparatus, which is also checked by licensed professional institution on a yearly basis. All safety exits are
equipped with safety lights and emergency lights and without obstruction by products and a production
safety taskforce has been set up to formulate emergency plans; whilst actively cooperating with local fire
departments to coordinate fire drills in springs and autumns for all employees.
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c. Health and Safety Trainings:

A greater safety awareness is promoted amongst the employees through a series on on-the-job training
and a three-tier mechanism for new joiners who shall acquire knowledge of production safety and relevant
regulations and system, use of safety equipment, use and maintenance of personal protective gear,
preventive measures and occupational hazards so as to enhance safety awareness.

Education categories

Abstract

First level (Corporate education)

Second level (Workplace education)

Third level (Position education)

The Company’s production safety circumstance and basic
knowledge of production safety;

The Company safety rules and regulations and labor
discipline;

The employees’ rights and obligations in production safety;
Emergency rescue plan and self-help knowledge;

The accident case study;

Other safety-related training.

Working environment and risk factors;

Occupational hazards and casualties that may be suffered;
Work safety responsibilities, operational skills and mandatory
standards;

Rescue and first aid methods, evacuation and on-site
emergency treatment;

Use and maintenance of safety equipment and personal
protective equipment;

Safety production conditions in workplace and related rules
and regulations;

Measures to prevent accidents and occupational hazards
and safety matters that should be paid attention to;

The accident case study;

Other training content.

Safety operating procedures for related position;

The safety and occupational health matters relating to
interconnection between different positions;

The accident case study;

Other training contents.

Workplace representatives are sent to participate in first aid knowledge training provided by the Red Cross,
announce the list of first aiders and set up emergency first aid kits. Each year, the Group also invites local
authoritative medical rescue units to conduct on-site first aid knowledge training for all employees.

Additionally, staff’s awareness of fire safety is heightened through drills of pre-set escape routes, training

on use of fire extinguishers and first-aid.
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Table 5 - Occupational Health and Safety

Occupational health and safety statistics 2023 2022
Number of lost days due to work injury 60 313.5
Number of work-related fatalities due to work 0 0
Number of work injuries due to work 2 8

D.3 DEVELOPMENT AND TRAINING

The Group’s Training Management System regulates employee training policies and provides employees with a
wide range of internal and external trainings. New joiners will receive induction training covering corporate culture,
regulations and system, safety training, environmental health and safety training, job skills and work procedures
that helps employees to better understand the working environment. The human resources department draws
up annual training plans which are readjusted subject to actual needs, to enhance the competitiveness and
professional capability of the employees.

In addition, the Group has forged long-term partnerships with external training institutions in order to invite the
students and renowned professors with pertinent experience will lecture the employees on human resources,
administration, finances, production management, personal characteristics, research development and
marketing. The Group’s supplied and organized trainings can be included are management skills, safety trainings,
communications and computer use.

The Group offer courses such as “Minimizing Ethical Trade Risks in the Supply Chain” (Xt fEEEEZE SR
%2) to improve the cognizance and competence of front-line managers. For senior management Master’s degree
programs in business administration and other essential abilities. English classes are subsidized by the Group in
order to increase the management competitiveness.

Table 6 - Training

Senior Middle
Particulars Male Female Mgmt. Mgmt.
No. of training hours attended 2,084 1,224 12 12
No. of staff attended training 397 258 16 21
Average training hours completed per trained staff 5.24 4.74 0.75 0.57
% of staff attended training 100 100 100 100
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D.4

D.5

LABOUR STANDARDS

The Group adheres rigorously to national laws and regulations and prohibits the use of child and forced labour.
In order to prevent engagement of juvenile labour, the human resources department verifies the identity of
applicants during the recruitment process.

The Code of Social Responsibility prohibits all forms of coerced labour and child labour. Employee Manual
stipulates reasonable working hours that do not exceed the limit set by local laws and employees are entitled to
one day off per week with no mandatory overtime. Night shift premiums and overtime pay are also provided.

The Complaint Management Procedures has been established under which employees subject to forced
labour can submit written complaints to factory supervisors through opinion receptacles, voice out through
labour unions, or make verbal complaints to the factory management. Employees’ interests are safeguarded by
comprehensive laws and internal policy.

Throughout the Reporting Period, neither child labour nor compelled labour occurred within the Group.

SUPPLY CHAIN MANAGEMENT

The Group’s Supply Chain Management System regulates its’ procurement management procedures and
system. By engaging into a “Clean Cooperation Commitment” with the suppliers, the Group is committed to
forging a positive, long-term partnership based on fair, just and open principles and have retained the original
countersigned copy and will periodically update the Commitment. Suppliers are evaluated based on factors
including quality, dependability, pricing, delivery time, quality assurance system and company size. In order
to strike a balance between source control and economic benefits of recruitment, the Group will also take
into account the suppliers’ measures to fulfil their commitment to environmental protection during supplier
classification and regular evaluation.

To strengthen chemical safety control, the Group has established the Chemicals Safety Control System and
Control Standard of Prohibited Substances and updated the latter during the Reporting Period.

All of the Group’s chemical suppliers have MSDS reports that identify the primary ingredients, user guide,
storage, and transportation information. The reports were printed and posted in prominent areas of the
warehouse. A third-party testing report was promptly adapted for the primary raw materials and stored on a
shared drive accessible to all employees. In the meantime, all procured supplies must meet the requirements of
the eighth level of needle detection. Additionally, a needle detector was acquired to inspect metal materials and
guarantee product quality.

In order to reduce the carbon footprints generated by transportation, all suppliers are located in mainland
China, primarily in Guangdong province, Zhejiang province and Shanghai. As of the end of its fiscal year on 31
December 2023, the Group had 473 suppliers. No significant complaints regarding the quality of used materials
have been received throughout the year.
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D.6 PRODUCT RESPONSIBILITY

a.

Quality Assurance

The Group endeavours to offer high-quality products and services and is committed to improve product
quality, attract new customer and strengthen relationships with existing customers and have complied with
the relevant laws and regulations relating to health and safety relating to products and services provided by
the Group.

The Group has also established a comprehensive quality assurance system and production bases have
passed the certification of ISO 9001 quality control system, the STANDARD 100 by OEKO-TEX® (OEKO-
TEX 100) textile product certification system, Trim Qualification Program (TQP) quality control system
and Global Recycled Standard (GRS). The Group has set up a competent comprehensive quality control
department which implements product quality standards in strict compliance with customers’ requirements.

Consumer Service

The Group welcomes valued customers to express their opinions by verbal form, telephone, malil, fax,
visiting or any other forms. The Group has developed Customer Complaint Handling Mechanism to
investigate and handle complaints promptly, as well as revert back. Quality control department will
investigate complaints concerning product quality, while sales department is responsible for customer
communication. In 20283, there were 0 customer complaints (2022: 52 complaints), whilst having no
product recall for health and safety problems.

Privacy Policy

The Group emphasizes the importance of safeguarding data of employees and customers and strictly
complies with the Personal Data (Privacy) Ordinance (B AE R (FLEE) #%41) of the Hong Kong Law. The
Group has set out relevant guidelines to ensure proper handling and storage of employee and customer
data, with an aim to eliminating behaviour of unauthorised edit, use, resale or use for other purposes of
customer information. During the year, the Group did not notice or receive any complaints regarding the
misuse, unauthorized access of customer data and personal information of personnel.

Advertising

The Group ensures compliance with the Advertising Law of the People’s Republic of China (A R AN
BlE %) and oversees the design and replacement of packaging materials for new products.

The marketing department, the production department, the logistics department and the quality control
department all approve packaging specifications, size and material requirements, labelling and other
items. During the Reporting Period, all advertising and publicity activities have been conducted in rigorous
accordance with the advertising and promotion laws and regulations enforced in the regions where the
businesses operate. There were no advertisements containing misleading or false statements.
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D.7

D.8

ANTI-CORRUPTION

The Group advocates honesty and trustworthiness and is dedicated to eliminate any corruption, bribery, fraud,
illegal rebates, misappropriation and theft of corporate assets.

Anti-Money Laundering Law of the People’s Republic of China (F# AR HEFEI & %E%), the Prevention of
Bribery Ordinance (F71EBEE&1&41) of Hong Kong Law and other national or regional laws and regulations relating
to bribery, extortion, fraud and money laundering have established the Anti-corruption and Reporting System. Al
employees, except general workers, shall enter into “Clean Agreement”.

“Clean Cooperation Commitment” is also required to be entered into with customers or suppliers before
transacting with them, promising no behaviour violating the principle of good faith such as fraud and bribery in
any business connection.

a. Whistle-Blowing Policy

Reporting emails, hotlines and mailboxes are monitored and investigated by the Group’s internal control
department. A rewarding system for reporting is also in place. The Group keeps the names, addresses
of whistle-blowers and departments where they work in strict confidence. Prompt investigation and
verification will be done after receiving any report. Upon confirmation, the serious cases will be forwarded
to law enforcement authorities and reward and recognise the whistle-blowers to a certain extent.

b.  Anti-Corruption Training

The Group arranges anti-corruption training to promote the awareness of integrity and to educate our
employees about national and regional anti-corruption laws and regulations. The Group continues to fight
corruption and bribery to eliminate dishonest act in business.

During the year of 2023, no suspicious cases associated with bribery, extortion, fraud and money
laundering have been reported and discovered.

COMMUNITY

The Group has established the “KEE Charitable Foundation” to help employees in difficult situations through
raising fund from employee donations and the support from the labour union. In this way the Group can enhance
its corporate appeal, build up team spirit and proactively fulfil its corporate social responsibility.

The aid covers support to employees with unaffordable education expenses for their children, incapacity
of employees or their major family members as a result of severe accidents or illness, unaffordable medical
expenses, damages caused to employees and their families by natural disasters.

Over the years, the Group has been fulfilling the Corporate Social Responsibility with the donation to the
disabled and the impoverished; whilst being supporting to the growth of athletes and young people. The Group
encourages the employees to actively participate in charitable events and visit the disabled during festive
occasions and holidays. Every year, sheltered factory visits are organized to show the care towards the disabled,
collect donations to help employees in difficult situations and actively participate in community activities. During
the Reporting Period, the Group has made donation of RMB577,000 for staff support.
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HONG KONG STOCK EXCHANGE ESG REPORTING GUIDE CONTENT INDEX

Aspects from
Appendix C2

Disclosure

Sections
in ESG Report

Mandatory Disclosure Requirements

13. Governance
Structure

14. Reporting
Principles

15. Reporting
Boundary

Environmental

A statement from the board containing the following elements:

(i) a disclosure of the board’s oversight of ESG issues;

(i) the board’s ESG management approach and strategy, including
the process used to evaluate, prioritise and manage material ESG-
related issues (including risks to the issuer’s businesses); and

(i) ~ how the board reviews progress made against ESG-related goals
and targets with an explanation of how they relate to the issuer’s
businesses.

A description of, or an explanation on, the application of the following
Reporting Principles (Materiality, Quantitative, Consistency) in the
preparation of the ESG report.

A narrative explaining the reporting boundaries of the ESG report and
describing the process used to identify which entities or operations are
included in the ESG report. If there is a change in the scope, the issuer
should explain the difference and reason for the change.

A. Governance Structure

B. Reporting principles and
boundaries

B. Reporting principles and
boundaries

A1. Emissions

A1 General
Disclosure

KPI A1.1

KPI A1.2

KPI A1.3

KPI A1.4

Information on: (a) the policies; and (b) compliance with relevant laws and
regulations that have a significant impact on the issuer; relating to air and
greenhouse gas emissions, discharges into water and land and generation
of hazardous and non-hazardous waste.

The types of emissions and respective emissions data.
Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas emissions
(in tonnes) and, where appropriate, intensity (e.g., per unit of production

volume, per facility).

Total hazardous waste produced (in tonnes) and, where appropriate,
intensity (e.g., per unit of production volume, per facility).

Total non-hazardous waste produced (in tonnes) and, where appropriate,
intensity (e.g., per unit of production volume, per facility).
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C.2. Emission
Management
Table 1: Table of emission

Table 1: Table of emission

Table 1: Table of emission
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Aspects from Sections

Appendix C2 Disclosure in ESG Report

KPI A1.5 Description of emission target(s) set and steps taken to achieve them. C.2.b. Exhaust gas and
greenhouse gas, dust
emission

KPI A1.6 Description of how hazardous and non-hazardous wastes are handled,  C.2.a. Hazardous waste

and a description of reduction target(s) set and steps taken to achieve
them.

A2. Use of Resources

and non-hazardous
waste management

A2 General
Disclosure

KPI A2.1

KPI A2.2

KPI A2.3

KPI A2.4

KPI A2.5

Policies on the efficient use of resources, including energy, water and
other raw materials.

Direct and/or indirect energy consumption by type (e.g., electricity, gas
or oil) in total (kWh in ‘000s) and intensity (e.g., per unit of production
volume, per facility).

Water consumption in total and intensity (e.g., per unit of production
volume, per facility).

Description of energy use efficiency target(s) set and steps taken to
achieve them.

Description of whether there is any issue in sourcing water that is fit for
purpose, water efficiency target(s) set, and steps taken to achieve them.

Total packaging material used for finished products (in tonnes) and, if
applicable, with reference to per unit produced.

A3. The Environment and Natural Resources

C.1. Policy and
Governance on
Environmental Aspects

Table 2: Table of Resource
Consumption Data

Table 2: Table of Resource
Consumption Data

C.3. Efficient Use of
Resources

C.3. Efficient Use of
Resources

Table 3: Table of Packing
Material

A3 General
Disclosure

KPI A3.1

46

Policies on minimising the issuer’s significant impacts on the environment
and natural resources.

Description of the significant impacts of activities on the environment and
natural resources and the actions taken to manage them.
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Aspects from Sections

Appendix C2 Disclosure in ESG Report

A4. Climate Change

A4 General Policies on identification and mitigation of significant climate-related issues ~ C.1. Policy and

Disclosure which have impacted and those which may impact, the issuer. Governance on
Environmental Aspects

KPI A4.1 Description of the significant climate-related issues which have impacted,  C.5. Climate change
and those which may impact, the issuer and the actions taken to manage
them.

Social

B1. Employment

B1 General
Disclosure

KPI B1.1

KPIB1.2

Information on: (a) the policies; and (b) compliance with relevant laws
and regulations that have a significant impact on the issuer; relating to
compensation and dismissal, recruitment, and promotion, working hours,
rest periods, equal opportunity, diversity, antidiscrimination and other
benefits and welfare.

Total workforce by gender, employment type (for example, full- or part-
time), age group and geographical region.

Employee turnover rate by gender, age group and geographical region.

B2. Health and Safety

D.1. Employment Practises

Table 4: Table of employee

Table 4: Table of employee

B2 General
Disclosure

KPI B2.1

KPI B2.2

KPI B2.3

Information on: (a) the policies; and (b) compliance with relevant laws
and regulations that have a significant impact on the issuer; relating to
providing a safe working environment and protecting employees from
occupational hazards.

Number and rate of work-related fatalities occurred in each of the past
three years including the reporting year.

Lost days due to work injury.

Description of occupational health and safety measures adopted, and
how they are implemented and monitored.
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Table 5: Occupational
health and safety

statistics
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Aspects from
Appendix C2

Disclosure

Sections
in ESG Report

B3. Development and Training

B3 General
Disclosure

KPI B3.1

KPI B3.2

Policies on improving employees’ knowledge and skills for discharging
duties at work. Description of training activities.

The percentage of employees trained by gender and employee category
(e.g., senior management, middle management).

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

B4. Labour Standards

D.3. Development and
Training

Table 6: Details of the
training

Table 6: Details of the
training

B4 General
Disclosure

KPI B4.1

KPI B4.2

Information on: (a) the policies; and (b) compliance with relevant laws
and regulations that have a significant impact on the issuer; relating to
preventing child and forced labour.

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

Description of steps taken to eliminate such practices when discovered.

B5. Supply Chain Management

D.4. Labour Standards

D.4. Labour Standards

D.4. Labour Standards

B5 General
Disclosure

KPI B5.1

KPI B5.2

KPI B5.3

KPI B5.4

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

Number of suppliers by geographical region.

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

Description of practices used to identify environmental and social risks
along the supply chain, and how they are implemented and monitored.

Description of practices used to promote environmentally preferable
products and services when selecting suppliers, and how they are
implemented and monitored.
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Aspects from
Appendix C2

Disclosure

Sections
in ESG Report

B6. Product Responsibility

B6 General
Disclosure

KPI B6.1

KPI B6.2

KPI B6.3

KPI B6.4

KPI B6.5

Information on: (a) the policies; and (b) compliance with relevant laws and
regulations that have a significant impact on the issuer; relating to health
and safety, advertising, labelling and privacy matters relating to products
and services provided and methods of redress.

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

Number of products and service-related complaints received and how
they are dealt with.

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

Description of quality assurance process and recall procedures.

Description of consumer data protection and privacy policies and how
they are implemented and monitored.

B7. Anti-corruption

D.6. Product Responsibility

D.6.b. Consumer service

D.6.b. Consumer service

D.6.c. Privacy policy

D.6.a. Quality Assurance

D.6.c. Privacy policy

B7 General
Disclosure

KPI B7.1

KPI B7.2

KPI B7.3

Information on: (a) the policies; and (b) compliance with relevant laws and
regulations that have a significant impact on the issuer; relating to bribery,
extortion, fraud and money laundering.

Number of concluded legal cases regarding corrupt practices brought
against the issuer or its employees during the reporting period and the

outcomes of the cases.

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

Description of anti-corruption training provided to directors and staff.

B8. Community Investment

D.7. Anti-Corruption

D.7. Anti-Corruption

D.7.a. Whistle-blowing
policy

D.7.b. Anti-corruption
training

B8 General
Disclosure

KPI B8.1

KPI B8.2

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

Focus areas of contribution (e.g., education, environmental concerns,
labour needs, health, culture, sport).

Resources contributed (e.g., money or time) to the focus area.
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Biographies of Directors and Senior Management

As at the date of this annual report, the Board consists of nine Directors, including four executive Directors, one non-
executive Director and four independent non-executive Directors.

EXECUTIVE DIRECTORS

Mr. Yip Siu Lun Dave, aged 63, was appointed as an executive Director and chairman of the Board with effect from 23
March 2022. Mr. Yip is experienced in the finance industry. Mr. Yip has been the chief financial officer of Maple International
Group (China) Company Limited, a company incorporated in Hong Kong focusing on property development since 2014, in
which he is responsible for the company’s project management and financing.

Mr. Wu Cody Zhuo-xuan, aged 27, was appointed as an executive Director with effect from 23 March 2022. Mr. Wu has
been the administrative manager of Maple International Group (China) Company Limited since 2021 after completing his
undergraduate studies. Mr. Wu is the nephew of Mr. Wu Jingming, who is a substantial shareholder of the Company and be
interested in, through Central Eagle, approximately 21.97% of the issued share capital of the Company.

Mr. Mak Yung Pan Andrew, aged 34, was appointed as an executive Director and authorized representative of the
Company with effect from 19 November 2019. Mr. Mak is the Co-Founder and Chief Corporate Development Officer of
Rockpool Capital Limited (“Rockpool”) which he started in 2017. Rockpool is an integrated wealth management platform
holding licenses to engage in Type 1 (dealing in securities), Type 4 (advising on securities) and Type 9 (asset management)
regulated activities under the SFO. Prior to joining Rockpool, he was a Management Associate at the Standard Chartered
Bank from July 2010 to March 2011. Mr. Mak then worked at JPMorgan Chase Bank, N.A. as an Associate from March
2011 to June 2016. Mr. Mak has been a director of Apex Insurance (Holdings) Limited, an insurance broker in Hong
Kong since August 2016, being primarily responsible for overall management and investment strategy. Mr. Mak obtained
a Bachelor of Business Administration (double major in Marketing and Management) at Hong Kong University of Science
and Technology in 2010. Mr. Mak is a representative of Rockpool licensed under the SFO to carry out Type 1 (dealing in
securities), Type 4 (advising on securities) and Type 9 (asset management) regulated activities.

Ms. Cheung Ka Yuen, aged 35, was appointed as an executive Director with effect from 14 October 2022. Ms. Cheung
obtained a Bachelor of Arts with Second Class Honours (1st Division) degree in Accounting from Edinburgh Napier University
in 2016. From November 2014 to March 2017, Ms. Cheung worked at Gullivers Travel Associates (Hong Kong) Limited as
an accounting clerk and was responsible for handling accounting matters and documents. Ms. Cheung has been the general
manager of Maple International Group (China) Company Limited since September 2017, and is responsible for overseeing
the operation of property investment segment in Hong Kong and Singapore as well as overall strategy, business planning
and operational decision of the Company. Since February 2022, Ms. Cheung has been the Company’s general manager.

NON-EXECUTIVE DIRECTOR

Ms. Lin Ping, aged 65, was appointed as a non-executive Director with effect from 19 November 2019. Ms. Ling has
joined JRIITHE K E EZERGR A5 (Shenzhen Zhuoyong Industrial Development Company Limited*) as its director and
general manager in 1995, a company established in the PRC with limited liability, which is principally engaged in real estate
development and investment.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Cheng Hong Kei, aged 69, was appointed as an independent non-executive Director with effect from 19 November
2019. Mr. Cheng is a co-founding director of Cheng & Cheng Limited. Mr. Cheng has over 35 years of experience in
accounting and taxation and has extensive knowledge in auditing, tax planning and tax investigation. Prior to incorporating
Cheng & Cheng Limited in 1991, Mr. Cheng has worked in PricewaterhouseCoopers in Hong Kong. Mr. Cheng was an
assessor in the Inland Revenue Department (the “IRD”) and has worked in the Profits Tax and Investigation divisions in the
IRD for 12 years. After Mr. Cheng left the IRD in 1988, Mr. Cheng then served as a Manager and an Associate at Messrs. S. H.
Leung & Company and Ho Tak Sang and Company for three years. Mr. Cheng is an independent non-executive Director of
Great China Properties Holdings Limited (stock code: 21) and GET Holdings Limited (stock code: 8100). Mr. Cheng obtained
a high diploma at The Hong Kong Polytechnic in 1975 and is a certified tax adviser. Mr. Cheng is also a fellow member of
the Association of Chartered Certified Accountants and a fellow member of the Taxation Institute of Hong Kong.

Mr. Liew Fui Kiang, aged 58, has been appointed as an independent non-executive director of the Company since
November 2019. Mr. Liew is currently an independent non-executive director of Shandong Gold Mining Company Limited
(stock code: 1787 and Shanghai Stock Exchange stock code: 600547), Zhaoke Ophthalmology Limited (stock code: 6622),
Zhengye International Holdings Limited (stock code: 3363) and Zhongchang International Holdings Group Limited (stock
code: 859), respectively.

Mr. Liew currently serves as an independent member of the board of supervisors for Ping An Insurance (Group) Company of
China, Limited (stock code: 2318 and Shanghai Stock Exchange stock code: 601318), a Fortune Global 500 corporation.

Mr. Liew previously served as an independent director of Baoshan Iron & Steel Company Limited (Z1LHEMHBRAR],
Shanghai Stock Exchange stock code: 600019), a Fortune Global 500 corporation. He was the chairman of the board of
directors and an executive director of PacRay International Holdings Limited (stock code: 1010).

Mr. Liew is a fellow of the Hong Kong Institute of Directors, a solicitor of England and Wales, and a solicitor of Hong Kong.
Mr. Liew graduated from the University of Leeds in the United Kingdom with a Bachelor of Laws (Tetley & Lupton scholar)
and he graduated from the Hull University Business School in the United Kingdom with a Master of Business Administration.

Mr. Leung Ka Tin, aged 70, was appointed as an independent non-executive Director with effect from 17 February 2016.
Mr. Leung holds a Diploma in Management Studies. Mr. Leung has over 35 years of management experience in banking,
treasury operation, project finance, logistics and human resource management. He was a senior management team member
of various financial institutions including First Pacific Group, Nedcor Asia (previously known as Nedfinance), BfG Germany
and Delta Asia Financial Group as well as companies in the logistics and telecommunication sectors including EAS Da
Tong Group and Trident Telecom Ventures Limited. Mr. Leung also has extensive experience in the corporate finance field.
He served as director for the following companies listed on the Stock Exchange, namely China Kingstone Mining Holdings
Limited (stock code: 1380) and National Agricultural Holdings Limited (stock code: 1236) as an executive director, China
International Development Corporation Limited (stock code: 264), Narnia (Hong Kong) Group Company Limited (stock code:
8607), Wealth Glory Holdings Limited (stock code: 8269), Rentian Technology Holdings Limited (stock code: 885), Evershine
Group Holdings Limited (stock code: 8022) as an independent non-executive director and an independent non-executive
director for PanAsialum Holdings Company Limited (stock code: 2078) which is listed on the Stock Exchange. Mr. Leung is
currently servicing as an independent non-executive director for Ruixin International Holdings Limited (stock code: 724).
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Mr. Ko Kwok Shu, aged 50, was appointed as an independent non-executive Director with effect from 14 October 2022.
Mr. Ko is currently a practicing solicitor in Hong Kong, a Civil Celebrant of Marriages and a China Appointed Attesting Officer.
Mr. Ko graduated from City University of Hong Kong with a Bachelor of Laws degree in 1996 and subsequently obtained
a Postgraduate Certificate in Laws from City University of Hong Kong in 1997. Mr. Ko was admitted as a solicitor of Hong
Kong in 1999 and is currently a partner at Messrs. Yung, Yu, Yuen & Co., Solicitors and Notaries. Mr. Ko specializes in the
areas of civil and commercial litigation, dispute resolution and commercial matters.

SENIOR MANAGEMENT

The senior management are responsible for the day-to-day management of the Group’s business.

Mr. Xu Xipeng, aged 58, is one of the founders of the zipper business of the Group and the elder brother of Mr. Xu Xinan.
Mr. Xu holds directorship in various subsidiaries of the Company and Mr. Xu is responsible for the formulation of development
strategies and production management of zipper business. Mr. Xu has over 30 years of experience in the zipper industry,
especially on the overall management and production supervision.

Mr. Xu Xinan, aged 53, is one of the founders of the zipper business of the Group and the younger brother of Mr. Xu
Xipeng. Mr. Xu holds directorship in various subsidiaries of the Company and Mr. Xu is responsible for sales and marketing
and non-production management work of zipper business. Mr. Xu has over 30 years of experience in the zipper industry
especially on the overall management and sales and marketing.

Ms. Liang Qing, aged 36, joined the Group in May 2011, is currently responsible for the financial management of the zipper
business. Ms. Liang graduated from Hunan University with a bachelor’s degree in management in 2010, major in accounting.

Mr. Lin Sunming, aged 43, joined the Group in March 2022, is currently the Chief Investment Officer and is responsible
for investment and financing management of the Group. Mr. Lin has significant work experience in asset management and
liquidity management in both public and private financial markets investments. Before joining the Group, Mr. Lin worked as
Chief Investment Officer of China Shipbuilding Capital Limited (“CSCL”), and an Attorney at Law in Shanghai, China. The
combination and financial acumen enables Mr. Lin to offer insights into corporate strategy formulation and execution of the
Company.
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Report of the Directors

The Directors submit their report together with the audited consolidated financial statements for the year ended 31
December 2023.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal activities of its subsidiaries are design, manufacture and sale
of finished zippers and other garment accessories etc. in China. The Group’s major customers are OEMs who manufacture
apparel products for (i) some apparel brands in China; and (i) some well known international apparel labels in China. In
September 2023, the Group commenced to provide property management service.

SUBSIDIARIES

Particulars of the Company’s principal subsidiaries as at 31 December 2023 are set out in note 26 to the consolidated
financial statements.

BUSINESS REVIEW

The business review of the Group during the year, the description of the future business development, and the risks and
uncertainties that the Group faces are set out in the Chairman’s Statement and Management Discussion and Analysis in this
annual report. The particulars of financial risk management of the Group are set out in note 30 to the consolidated financial
statements. An analysis of the Group’s performance during the year using financial key performance indicators is provided in
the Group’s financial summary on page 3 of this annual report.

FINANCIAL STATEMENTS

The loss of the Group for the year ended 31 December 2023 and the financial position of the Group as at 31 December
2023 are set out in the consolidated financial statements on 67 to 70 of this annual report.

A discussion and analysis of the Group’s performance during the year and material factors underlying its results and financial
position are set out in the Management Discussion and Analysis of this annual report.

DIVIDENDS

The Board does not recommend any payment of dividend (2022: Nil) in respect of the year ended 31 December 2023 to the
Shareholders.

No arrangement under which a Shareholder has waived or agreed to waive any dividends was made by the Company for the
year ended 31 December 2023.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the last five financial years is set out on pages 3 to
6 of this annual report.

RESERVES

As at 31 December 2023, distributable reserves of the Company amounted to approximately HK$37.23 million (2022:
approximately HK$57.63 million). Details of movements in reserves of the Group during the year are set out in the
consolidated statement of changes in equity shown in the consolidated financial statements on page 71 of this annual report.
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RELATIONSHIP OF STAKEHOLDERS

The Group continues to have the concept of “Do it for you”, we work for employees, shareholders, partners including
customers and suppliers and society. To the best knowledge of the Group, employees, customers and partners are the key
to have continuous sustainable development. We committed to being people oriented and build up good relationship with
employees and partners, and working together with our partners to provide high quality products and services to achieve the
goal of sustainable development and contribution to the society.

ENVIRONMENTAL POLICY AND PERFORMANCE

The Group paid high attention to environmental protection and energy conservation to enhance the capacity of sustainable
development and undertake relative social responsibility. Details of the environmental policy and performance of the Group
are set out in the environmental, social and governance report of this annual report. For the year ended 31 December 2023,
the Group did not receive any environmental penalty.

COMPLIANCE WITH RELATED LAW AND REGULATIONS

As far as the Board and management are aware, the Group has complied all related laws and regulations in all material aspects
which may have significant impact on the operation of the Group.

MAJOR CUSTOMERS AND SUPPLIERS

Sales and purchases of the Group attributable to its major customers and suppliers respectively for the two financial years
were as follows:

Year ended 31 December

2023 2022

% of total % of total

turnover turnover

The largest customer 7.4 4.9
Five largest customers 29.5 2241

The information required in paragraph 31(5) of Appendix D2 to the Listing Rules is omitted pursuant to paragraph 31(7) of
Appendix D2 to the Listing Rules since the percentage of total turnover attributable to the five largest customers combined
for the year ended 31 December 2023 was approximately 29.5%, i.e. less than 30%.

Year ended 31 December

2023 2022

% of total % of total

purchase purchase

The largest supplier 15.7 15.5
Five largest suppliers 47.9 60.0

All of the above five largest suppliers of the Group are independent third parties. To the best knowledge of the Directors,
none of the Directors, their associates or any Shareholder holding more than 5% of the issued share capital of the Company,
has any interest in any of the Group’s five largest suppliers as disclosed above.
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BANK BORROWING

As at 31 December 2023 and 31 December 2022, the Group does not have any bank borrowings and therefore, the gearing
ratio was not applicable.

PROPERTY, PLANT, EQUIPMENT

Details of movements in the Group’s property, plant and equipment during the year are set out in note 14 to the consolidated
financial statements.

SHARE CAPITAL

Details of share capital of the Company are set out in note 24(c) to the consolidated financial statements.

TAX RELIEF AND EXEMPTION

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

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s articles of association or the laws of the Cayman Islands
where the Company is incorporated.

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

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

DIRECTORS

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

Executive Directors

Mr. Yip Siu Lun Dave (Chairman)
Mr. Wu Cody Zhuo-xuan

Mr. Mak Yung Pan Andrew

Ms. Cheung Ka Yuen

Non-executive Director
Ms. Lin Ping

Independent Non-executive Directors
Mr. Leung Ka Tin

Mr. Cheng Hong Kei

Mr. Liew Fui Kiang

Mr. Ko Kwok Shu
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BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

Biographies of Directors and senior management of the Group are set out on pages 50 to 52 of this annual report.

PERMITTED INDEMNITY PROVISION

The Company has arranged appropriate insurance cover for directors’ and officers’ liabilities. The permitted indemnity
provision is currently in force and was in force throughout the year ended 31 December 2023 in accordance with the
definition in section 469 of the Companies Ordinance.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors has any unexpired service contract which is not determinable by the Company or its subsidiaries within
one year without payment of compensation (other than statutory compensation).

DIRECTORS’ INTEREST IN TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS

No transactions, arrangement or contracts of significance in relation to the Company’s business to which the Company, its
holding companies or its subsidiaries was a party and in which a Director or a connected entity of the Director had a material
interest, whether directly or indirectly, subsisted as at the end of the year or any time during the year ended 31 December
2023.

CONTRACTS OF SIGNIFICANCE

Save as disclosed in this annual report, there were no contract of significance in relation to the Group’s business in which
the Company, or any of its subsidiaries or fellow subsidiaries or a controlling shareholder of the Company was a party, and
in which a Director had a material interest, whether directly or indirectly, subsisted at the end of the financial year ended 31
December 2023 or at any time during the financial year ended 31 December 2023.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

None of the Directors is or was interested in any business apart from the Group’s business, which competes or competed
or is or was likely to compete, either directly or indirectly, with the Group’s business at any time during the year ended 31
December 2023 and up to and including the date of this annual report.

REMUNERATION POLICY

The remuneration of employees (including Directors and senior management of the Group) is determined with reference to
their qualification, expertise and experience in the industry, competence, duties and responsibilities within the Group, the
performance and profitability of the Group as well as the market benchmark and the prevailing market conditions. Employees
shall also be eligible to receive a discretionary year-end incentive bonus, which shall be determined by the Group at its
absolute discretion taking into account, inter alia, the Group’s operating performance, market conditions in which the Group
operates and the individual’s performance, payable at such time as the Group may consider appropriate, and discretionary
share options.

None of the Directors waived or agreed to waive any emoluments during the year ended 31 December 2023.

PENSION SCHEME

In the PRC, the Group contributes to social insurance on a monthly basis for its employees. The Group has no further
obligation for payment of post-retirement benefits to employees beyond the aforesaid contributions made by the Group.

The Group also participates in mandatory provident fund scheme (the “MPF Scheme”) in Hong Kong. The assets of the
MPF Scheme are held separately from those of the Group and are under the control of an independent trustee. Both the
Group and its employees are required to contribute 5% of the employees’ monthly salaries. The mandatory contributions
required to be made respectively by the Group and an employee are each capped at HK$1,500 per month. Members are
entitled to 100% of the employers’ mandatory contributions as soon as they are paid to the MPF Scheme but all benefits
derived from the mandatory contributions must be preserved until an employee reaches the retirement age of 65 or in
accordance with the rules of the MPF Scheme.
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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 year ended 31 December 2023.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND/OR SHORT POSITIONS
IN SHARES, UNDERLYING SHARES OR DEBENTURES OF THE COMPANY OR
ANY OF ITS ASSOCIATED CORPORATIONS

As at 31 December 2023, the interests and short positions of the Directors and chief executives in the shares, underlying
shares and debentures of the Company or any of its associated corporations (within the meaning of Part XV of the SFO),
which were required (i) 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 in which they were taken or deemed to have under such provisions of the
SFO); (ii) pursuant to section 352 of the SFO, to be entered in the register maintained by the Company referred to therein; or (iii)
pursuant to the Model Code, to be notified to the Company and the Stock Exchange were as follows:

Long positions in the shares and underlying shares of the Company
Approximate

Number of Percentage
Name of Director Nature of Interest Shares of Interest
Lin Ping (note 1) Interest in controlled corporation 26,556,126 4.76%
Mak Yung Pan Andrew (note 1) Interest in controlled corporation 26,556,126 4.76%

Number of  Approximate
the Underlying Percentage

Name of Director Nature of Interest shares of Interest
Yip Siu Lun Dave (note 2) Beneficial owner 33,465,888 6%
Cheung Ka Yuen (note 3) Beneficial owner 5,577,648 1%
Notes:

1. Golden Diamond Inc. (“Golden Diamond”) is owned as to 60% by Ms. Lin Ping and 25% by Mr. Mak Yung Pan Andrew and holds long position in

26,556,126 shares of the Company. Accordingly, each of Ms. Lin Ping and Mr. Mak Yung Pan Andrew is deemed to be interested in the 26,556,126
shares of the Company.

2. Following the grant of share options on 27 September 2023 and the approval from shareholder in extraordinary general meeting on 29 November 2023,
pursuant to the terms of the Scheme, the number of underlying Shares that Mr. Yip Siu Lun Dave is interested is 33,465,888 underlying Shares.

3. Following the grant of share options on 27 September 2023, pursuant to the terms of the Scheme, the number of underlying Shares that Ms. Cheung Ka
Yuen is interested is 5,577,648 underlying Shares.

4, The percentage is calculated on the basis of 557,764,800 shares of the Company in issue as at 31 December 2023.

Save as disclosed above, As at 31 December 2023, so far as is known to any Directors or chief executive of the Company,
none of the Directors and chief executives of the Company had any interests or short positions in any shares, underlying
shares and debenture of the Company or any of its associated corporations (within the meaning of Part XV of the SFO)
which would have to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or 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 by the Company pursuant to Section 352 of the SFO, or which were
required, pursuant to the Model Code, to be notified to the Company and the Stock Exchange.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS AND
SHORT POSITIONS IN THE SHARES OR UNDERLYING SHARES OF THE
COMPANY

As at 31 December 2023, the register maintained under section 336 of the SFO shows that the Company had been notified
of the following substantial Shareholders’ and other persons’ interests and short positions, representing 5% or more of the
Company’s issued share capital, were as follows:

LONG POSITION IN SHARES AND UNDERLYING SHARES OF THE COMPANY

Approximate

Number of Percentage
Name of Shareholder Capacity Shares of Interest
China Sun (note 1) Beneficial owner 122,551,035 21.97%
Central Eagle (note 2) Beneficial owner 130,897,663 23.47%
Golden Diamond (note 3) Beneficial owner 26,566,126 4.76%
Noble Wisdom Ever Limited (“Noble Wisdom”) (note 4) Security interest 326,089,600 58.46%
China Huarong Overseas Investment Holdings Co., Limited Interest of controlled 326,089,600 58.46%
(“Huarong Overseas”) (note 5) corporation
EREEBEEE MDA AT Huarong Overseas Chinese  Interest of controlled 326,089,600 58.46%
Assets Management Corporation Limited* (“Huarong corporation
Overseas Chinese”) (note 6)
Huarong Zhiyuan Investment & Management Company Interest of controlled 326,089,600 58.46%
Limited* (“Huarong Zhiyuan”) (note 7) corporation
China Huarong Asset Management Co., Ltd. (“China Interest of controlled 326,089,600 58.46%
Huarong Asset Management”) (note 7) corporation
Chan Ho Yin (note 8) Joint and several 149,117,161 26.73%
receivers
Li Kin Long Kenny (note 8) Joint and several 149,117,161 26.73%
receivers
Notes:
1. China Sun is wholly-owned by Mr. Qiu Chuanzhi.

2. Central Eagle is 100%-owned by Mr. Wu Jingming.
3. Golden Diamond is owned as to 60% by Ms. Lin Ping and 25% by Mr. Mak Yung Pan Andrew.

4. Noble Wisdom is wholly-owned by Huarong Overseas.
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5. Huarong Overseas is wholly owned by Huarong Overseas Chinese.

6. Huarong Overseas Chinese is 91%-owned by Huarong Zhiyuan.

7. Huarong Zhiyuan is wholly owned by China Huarong Asset Management.

8. Chan Ho Yin and Li Kin Long Kenny have been appointed Joint and Several Receivers over the Charged Assets (as defined in the share charges

executed by China Sun Corporation, Central Eagle Limited and Golden Diamond Inc. (as chargors) over shares of the Company in favour of Noble
Wisdom Ever Limited (“Chargee”) dated 2 July 2019) on 7 October 2021 pursuant to 3 Deeds of Appointment of Receivers signed by the Chargee
dated 7 October 2021.

9. The percentage is calculated on the basis of 557,764,800 shares of the Company in issue as at 31 December 2023.

Save as disclosed above, as at 31 December 2023, the Directors were not aware of any other person (other than the
Directors or chief executive of the Company) that had registered an interest or a short position in the Shares, underlying
shares or debentures of the Company which was required to be disclosed to the Company under Divisions 2 and 3 of Part
XV of the SFO or which was required to be recorded in the register of the Company required to be kept under Section 336
of Part XV of the SFO.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Except as those disclosed in section headed “Share Option Scheme”, at no time during the year ended 31 December
2023 were rights to acquire benefits by means of the acquisition of shares in or debentures of the Company granted to any
Director or their respective associates nor was the Company and any of its subsidiaries a party to any arrangement to enable
the Directors, or their respective associates to acquire such rights in any other body corporate.

CONNECTED TRANSACTIONS

The details of connected transactions are set out in section headed “Connected Transactions” of the Management
Discussion and Analysis.

OTHER RELATED-PARTY TRANSACTIONS

Details of other related-party transactions entered into by the Group during the year ended 31 December 2023, which did
not constitute connected transactions under Chapter 14A of the Listing Rules are set out in note 28 to the consolidated
financial statements.

SHARE OPTION SCHEME

The Company adopted a New Share Option Scheme (the “Scheme”), which was approved in the Company’s annual general
meeting on 30 May 2023 with the view to providing incentives or rewards to the eligible participants for their contribution or
potential contribution to the Group.

According to the Scheme, the Board may at its discretion grant share options to employee participants, and for the purposes
of the Scheme, the offer may be made to a vehicle (such as a trust or a private company) or similar arrangement for the
benefit of a specified Eligible Participant subject to the fulfilment of requirements of the Listing Rules (including but not limited
to a waiver from the Stock Exchange, where applicable).

In general, the maximum number of shares in respect of which options may be granted under the Scheme and under any

other share option scheme or share award scheme of the Company must not in aggregate exceed 10% of the total number
of shares in issue as at the adoption date.
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The total number of shares issued and which may fall to be issued upon exercise of the Share Options and the share
options and share awards granted under the Scheme or any other share option scheme(s) or share award scheme(s) of
the Company (including both exercised or outstanding share options and share awards but excluding any share options
and share awards lapsed in accordance with the terms of the scheme) to each Grantee in any 12-month period up to and
including the date of such grant shall not exceed 1% of the total number of Shares in issue.

The Directors may in its absolute discretion determine the period during which an option may be exercised, save that no
option may be exercised more than 10 years after it has been granted. No option may be granted more than 10 years after
the date of approval of the Scheme. Subject to earlier termination by the Company in general meeting or by the board of
directors, the Scheme shall be valid and effective for a period of 10 years after the date of adoption of the Scheme.

The exercise price shall be determined by the Board and must not be less than the highest of (i) the official closing price of
the Company’s shares on the date of grant, (i) the average of the official closing price of the Company’s shares for the five
business days immediately preceding the date of grant, and (i) the nominal value of a share.

The movements of the Company’s share option outstanding under the Scheme during the year ended 31 December 2023
are as follows:

Number of options
Share Price
immediately
As at prior to
31 December Exercise Exercise  the date of Fair value of
Date of Grant Granted Lapsed 2023 period price grant Share Option
(HK$ (HK$
HK$  perShare)  per Share)
Director
Mr. Yip Siu Lun 29 November 33,465,888 - 33,465,888 5 years from 1.09 0.93 0.44
Dave 2023 29 November
2023 to
28 November
2028
(both dates
inclusive)
Ms. Cheung Ka 27 September 5,577,648 - 5,577,648 5 years from 1.09 1.05 0.56
Yuen 2023 27 September
2023 to
26 September
2028
(both dates
inclusive)
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Number of options
Share Price
immediately
As at prior to
31 December Exercise Exercise  the date of Fair value of
Date of Grant Granted Lapsed 2023 period price grant Share Option
(HK$ (HK$
HK$  perShare) per Share)
Senior
Management
Mr. Lin Sunming 29 November 16,732,944 - 16,732,944 5 years from 1.09 0.93 0.44
2023 29 November
2023 to
28 November
2028
(both dates
inclusive)

As at the date of this report, there is no outstanding shares available for issue under the Scheme.

EQUITY-LINKED AGREEMENTS

For the year ended 31 December 2023, the Company has not entered into the equity-linked agreements, and there was no
equity-linked agreement entered into by the Company as at 31 December 2023.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the knowledge of the Directors, the Directors
confirmed that the Company had maintained the required public float for its shares as required under the Listing Rules

throughout the year ended 31 December 2023.

AUDITOR

The consolidated financial statements for the year ended 31 December 2023 have been audited by BDO Limited. BDO
Limited will retire as auditor of the Company and, being eligible, offer themselves for re-appointment. A resolution for the re-
appointment of BDO Limited as auditor of the Company will be proposed at the forthcoming annual general meeting.

On behalf of the Board

Yip Siu Lun Dave
Chairman
Hong Kong, 12 April 2024
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Tel : +852 2218 8288 25t Floor Wing On Centre

Fax: +852 2815 2239 111 Connaught Road Central

www.bdo.com.hk Hong Kong
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85 : +852 2815 2239 Kk Z 2548

www.bdo.com.hk

TO THE SHAREHOLDERS OF CHINA APEX GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of China Apex Group Limited (“the Company”) and its subsidiaries
(“the Group”) set out on pages 67 to 137, which comprise the consolidated statement of financial position as at 31
December 2023, the consolidated statement of profit or loss, the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in equity and the consolidated statement of cash flows for
the year then ended, and notes to the consolidated financial statements, including material accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of the
Group as at 31 December 2023, and of its consolidated financial performance and its consolidated cash flows for the year
then ended in accordance with Hong Kong Financial Reporting Standards (‘HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly prepared in compliance with the disclosure requirements
of the Hong Kong Companies Ordinance.

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report. We are independent of the Group in accordance with the HKICPA’s Code of Ethics
for Professional Accountants (“the Code”), and we have fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters.
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Key audit matters (Continued)
Valuation of inventories

Refer to note 5(c) and note 16 to the consolidated financial statements and the accounting policies on page 85.

The key audit matter

How the matter was addressed in our audit

Inventories are carried at the lower of cost and net
realisable value in the consolidated financial statements.
The net carrying value of inventories at 31 December 2023
was approximately HK$27,090,000.

The Group’s inventories comprise zippers and other
related products which are to be sold to original equipment
manufacturers (“OEM”) of clothing brands. The future
saleability of inventories is subject to changing consumer
preferences and fashion trends.

Management judgements and estimates are required to
determine the appropriate level of provisioning for items
of inventory which may be ultimately written off or sold
below cost as a result of a reduction in demand arising
from unfavourable changes in consumer preferences.
Consequently, there is a risk that the carrying value of
inventories exceeds its net realisable value.

We identified assessing the valuation of inventories as a key
audit matter because of its significance to the consolidated
financial statements and because of the significant
judgements and estimates involved in determining the
level of any provisions required at the end of the reporting
period.

Our audit procedures to assess the valuation of inventories
included the following:

° enquiring of management about the assumptions and
bases adopted for assessing inventory provisions for
finished goods, work-in-progress and raw materials
with reference to their aging and usage;

o assessing, on a sample basis, whether the selected
items on the inventory ageing report and their usage
were classified within the appropriate ageing and
usage bracket calculated by comparing individual
items with the dates on the respective production
records and goods receipt notes;

o obtaining understanding on the relevant procedures
implemented by management in identifying slow-
moving and damaged inventories during the year end
inventory count through inspection and enquiry of the
warehouse staff;

° recalculating the inventory provision with reference to
the policies and parameters in the Group’s inventory
provisioning policy, considering the consistency of
application of the inventory provisioning policy and the
rationale for any material changes in this policy;

° comparing, on a sample basis, the carrying amounts
of selected items on the inventory list as at the end
of reporting period with selling prices achieved
subsequent to that date and related confirmed sales
orders; and

° considering the historical accuracy of provisions for
inventories made by management at the end of the
previous financial year by comparing the actual usage
or sales during the current year with the provisions for
inventories as at 31 December 2022 and assessing
whether there were indications of management bias in
making provisions for inventories.
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Key audit matters (Continued)
Impairment assessment on non-financial assets

Refer to notes 5(a)(i), 14, 15 and 22(b) to the consolidated financial statements and the accounting policies on pages 84-85.

The key audit matter

How the matter was addressed in our audit

The non-financial assets of the Group as at 31 December
2023 comprised property, plant and equipment of
HK$32,941,000, right-of-use assets of HK$39,859,000,
intangible assets of HK$614,000 and prepayments for
property, plant and equipment of HK$2,067,000.

During the year ended 31 December 2023, the zipper
business of the Group had achieved an increase in sales
while it has sustained loss. In addition, since last quarter
of 2023, management began to be aware there should
be expected decrease in sales orders from customers for
2024. Accordingly, as at 31 December 2023, management
have conducted an impairment assessment on these non-
financial assets in order to determine whether additional
impairment loss should be recognised. An impairment
assessment requires significant judgements and estimates
in estimating the recoverable amount after taking into
consideration of the assumptions used in preparation
of future cash flows arising from these assets of zipper
business. These assumptions included growth rates of
sales revenue, gross profit margins and discount rate
applied to bring the future cash flows to their present value.

We identified impairment assessment on the non-financial
assets as a key audit matter because of their significance
of carrying amount to the consolidated financial statements
and the significant judgements and estimates involved in
determining the recoverable amount.
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Our audit procedures to assess the impairment assessment
on non-financial assets included the following:

° Assessing the appropriateness of the methodologies
used in preparation of the cash flow projections;

o Assessing the reasonableness of key assumptions
and inputs used in preparation of the cash flow
projections including the discount rate, growth rates,
gross profit margins and other assumptions with
reference to available internal and external information;
and

o Assessing the adequacy of disclosures related to the
impairment assessment.
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Other information in the annual report

The directors are responsible for the other information. The other information comprises the information included in the
Company’s annual report, but does not include the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express any form
of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

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

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

The directors are also responsible for overseeing the Group’s financial reporting process. The Audit Committee assists the
directors in discharging their responsibility in this regard.

Auditor’s responsibility for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. This
report is made solely to you, as a body, in accordance with the terms of our engagement, and for no other purpose. We do
not assume responsibility towards or accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated financial
statements.

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

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

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

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

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

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

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the consolidated financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with the audit committee regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

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

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

BDO Limited

Certified Public Accountants

Wong Chi Wai

Practising Certificate Number P04945

Hong Kong, 12 April 2024
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For the year ended 31 December 2023

2023 2022
Notes HK$’000 HK$’000
Revenue 7 266,548 215,578
Cost of sales and cost of services (156,008) (145,868)
Gross profit 110,540 69,710
Other revenue and (losses)/gains, net 8 (4,465) 14,906
Distribution costs (23,168) (13,042)
Administrative expenses (93,741) (67,354)
(Impairment losses)/reversal of impairment losses on
— trade receivables and bills receivables 30(a) (360) 175
— property, plant and equipment 14 (25,512) -
- right-of-use assets 22(b) (28,527) -
- intangible assets 15 (491) -
— prepayments for property, plant and equipment (1,654) -
Interests on lease liabilities 22(b) (3,224) (3,851)
(Loss)/profit before taxation 9 (70,602) 544
Income tax (expense)/credit 10 (9,267) 114
(Loss)/profit for the year (79,869) 658
(Loss)/profit for the year attributable to:
Equity shareholders of the Company (69,043) (1,888)
Non-controlling interests (10,826) 2,546
(Loss)/profit for the year (79,869) 658
Loss per share attributable to the equity shareholders of the
Company (HK cents) 13
Basic and diluted (12.4) (0.4)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

For the year ended 31 December 2023

2023 2022
HK$’000 HK$’000
(Loss)/profit for the year (79,869) 658
Other comprehensive income for the year
Item that may be reclassified subsequently to profit or loss
— Exchange differences on translation of the
financial statements of subsidiaries in
the Mainland China (4,137) (27,684)
Total comprehensive income for the year (84,006) (27,026)
Attributable to:
Equity shareholders of the Company (72,585) (25,430)
Non-controlling interests (11,421) (1,596)
Total comprehensive income for the year (84,006) (27,026)
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Consolidated Statement of Financial Position

As at 31 December 2023

2023 2022
Notes HK$’000 HK$’000
Non-current assets
Property, plant and equipment 14 32,941 73,753
Right-of-use assets 22(b) 39,859 37,068
Intangible assets 15 614 1,272
Prepayments for property, plant and equipment 2,067 -
Rental deposits 3,357 5,382
Deferred tax assets 18(c) 4,522 5,691
83,360 123,166
Current assets
Inventories 16 27,090 33,527
Trade and other receivables 17 103,750 43,753
Time deposit with original maturity over 3 months 19 571 -
Cash and cash equivalents 19 63,332 105,266
194,743 182,546
Current liabilities
Trade and other payables 20 63,320 47,577
Tax payable 18(a) 8,191 115
Amount due to a related party 21 - 7,393
Lease liabilities 22(a) 15,556 22,427
87,067 77,512
Net current assets 107,676 105,034
Total assets less current liabilities 191,036 228,200
Non-current liabilities
Lease liabilities 22(a) 56,453 20,661
Deferred tax liabilities 18(c) 1,124 1,124
57,577 21,785
Net assets 133,459 206,415
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Consolidated Statement of Financial Position

As at 31 December 2023

2023 2022
Notes HK$’000 HK$’000

Capital and reserves
Share capital 24(c)(i) 5,578 5,578
Reserves 117,800 179,335
Total equity attributable to the equity shareholders of the Company 123,378 184,913
Non-controlling interests 10,081 21,502
Total equity 133,459 206,415

On behalf of the Board

Yip Siu Lun Dave

Director
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2023

Attributable to equity shareholders of the Company

Share Non-
Share Share option Capital ~ Statutory  Exchange Accumulated controlling Total
capital premium reserve reserve reserve reserve losses Total interests equity

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
Note 24(d) Note 23 Note24() ~ Note24(e) ~ Note 24(g)

Balance at 1 January 2022 4,648 145,830 - 18,324 25,856 23,007 (76,017) 141,668 23,098 164,766
Changes in equity for 2022
(Loss)/proft for the year - - - - - - (1888 (1888 2,546 658
Other comprehensive income - - - - - (23,542) - (23542) (4,142) (27,684)
Total comprehensive income - - - - - (23542) (1,888) (25,430) (1,596) (27,026)

Proceeds from placing of new
shares, net of expenses

(note 24 (c) 930 67,745 - - - - - 68,675 - 68,675
Balance at 31 December 2022 5,578 213575 - 18,324 25,856 (615) (77,905) 184,913 21,502 206,415
Balance at 1 January 2023 5,578 213,575 - 18,324 25,856 (515) (77,905) 184,913 21,502 206,415
Changes in equity for 2023

Loss for the year - - - - - - (69,043) (69,043) (10,826) (79,869)

Other comprenensive income - - - - - (3,542) - (3,542) (595) 4,137)
Total comprehensive income - - - - - (3,542) (69,043) (72,585) (11,421) (84,006)
Appropriation to statutory reserve - - - - 2,389 - (2,389) - - -
Share-based compensation

(note 23) - - 11,050 - - - - 11,050 - 11,050
Balance at 31 December 2023 5,578 213575 11,050 18,324 28,245 (4,057)  (149,337) 123378 10,081 133,459
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Consolidated Statement of Cash Flows

For the year ended 31 December 2023

2023 2022
Notes HK$’000 HK$’000
Cash flows from operating activities
(Loss)/profit before income tax (70,602) 544
Adjustments for:
Depreciation and amortisation 9(b) 32,918 33,576
Impairment losses/(reversal of impairment losses) on
— trade receivables and bills receivable 30(a) 360 (175)
— property, plant and equipment 14 25,512 -
- right-of-use assets 22(b) 28,527 -
—intangible assets 15 491 -
— prepayments for property, plant and equipment 1,654 -
Impairment losses on inventories, net 16 1,212 581
Interest income 8 (1,071) (503)
Interest expenses on lease liabilities 22(b) 3,224 3,851
Share-based payments 23 11,050 -
Loss on disposal of property, plant and equipment 8 8,959 19
Net foreign exchange gains 8 (2,072) (13,250)
Gain on lease modification - (7)
Operating profit before working capital changes 40,162 24,636
Decrease/(increase) in inventories 5,152 (3,790)
(Increase)/decrease in trade and other receivables (60,357) 8,284
Decrease/(increase) in rental deposits 2,025 (8,914)
Increase/(decrease) in trade and other payables 14,325 9,779)
Cash generated from operations 1,307 15,437
Income tax (paid)/refunded 18(a) (10) 214
Net cash generated from operating activities 1,297 15,651
Investing activities
Prepayments for property, plant and equipment (3,721) -
Payment for the purchase of property, plant and equipment (10,747) (14,212)
Payment for the purchase of intangible assets (158) (1,163)
Placement of time deposit with original maturity over 3 months (671) -
Compensation received 22(b) 1,418 -
Proceeds from disposal of property, plant and equipment 4,348 1,219
Interest received 1,071 503
Net cash used in investing activities (8,360) (13,653)
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Consolidated Statement of Cash Flows

For the year ended 31 December 2023

2023 2022
Notes HK$’000 HK$’000
Financing activities
Repayment to a related party 29 (7,393) (8,000)
Capital element of lease rental paid 29 (22,765) (19,446)
Interest element of lease rental paid 29 (3,224) (8,851)
Advance from a related party 29 - 8,155
Proceeds from placing of new shares, net of expenses of HK$1,046,000 24(c) - 68,675
Net cash (used in)/generated from financing activities (33,382) 50,533
Net (decrease)/increase in cash and cash equivalents (40,445) 52,531
Cash and cash equivalents at 1 January 105,266 59,870
Effect of foreign exchange rate changes (1,489) (7,135)
Cash and cash equivalents at 31 December 19 63,332 105,266
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Notes to the Consolidated Financial Statements

31 December 2023

74

GENERAL

China Apex Group Limited (the “Company”) was incorporated in the Cayman Islands on 6 July 2010 as an exempted
company with limited liability under the Companies Law of the Cayman Islands and its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

The Group, comprising the Company and its subsidiaries, continues to operate the zipper business. In September
2023, the Group commenced to provide property management service.

The Company was informed by Mr. Chan Ho Yan (also known as Michael Chan) and Mr. Li Kin Long Kenny of D&P
China (HK) Limited (trading as Kroll) (the “Receivers”) on 7 October 2021 that the Receivers were appointed by Noble
Wisdom Ever Limited (the “Creditor”), a subsidiary of China Huarong Asset Management Co., Ltd. (Stock code: 2799)
(“Huarong”) by three Deeds of Appointment of the Receivers dated 7 October 2022 signed by the Creditor as the joint
and several receivers of 341,446,600 shares of the Company, of which 125,397,663 shares are beneficially owned
by Central Eagle Limited (“Central Eagle”), representing approximately 26.98% of the then issued share capital of
the Company, 133,706,331 shares are beneficially owned by China Sun Corporation (“China Sun”), representing
approximately 28.77% of the then issued share capital of the Company and 82,342,606 shares are beneficially owned
by Golden Diamond Inc. (“Golden Diamond”), representing approximately 17.71% of the then issued share capital of
the Company.

As announced by the Company on 9 March 2022 and 23 March 2022, the shareholders of Central Eagle and the
Creditor have entered into the sale and purchase agreement (the “SP Agreement”) on 9 March 2022 and the
completion of SP Agreement took place on 23 March 2022 (the “Completion”). Upon Completion, the Receivers
remain interested in 216,048,937 Shares, representing approximately 46.48% of the then total issued share capital of
the Company.

On 6 January 2023, one of the substantial shareholders, Golden Diamond, appointed KGI Asia Limited to procure
purchasers, on a best effort basis, to purchase a total of 55,776,480 shares of the Company being held by Golden
Diamond, which represented up to approximately 10% of the total number of shares in issue as at the same date. On
16 January 2023, 55,776,480 shares of the Company were transferred to the purchasers from Golden Diamond. Upon
completion of the transfer, the shareholding of the Company held by Golden Diamond decreased to 4.76%.

The directors of the Company (the “Directors”) considered that Huarong is the controlling shareholder of the Company
as at 31 December 2022 and 2023 and as at the date of approval of these consolidated financial statements.
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Notes to the Consolidated Financial Statements

31 December 2023

2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”)

(a)

(b)

New Standards, interpretations and amendments adopted from 1 January 2023

The following amendments are effective for the period beginning 1 January 2023:

HKFRS 17 Insurance Contracts;

Disclosure of Accounting Policies (Amendments to HKAS 1 Presentation of Financial Statements and
HKFRS Practice Statement 2 Making Materiality Judgements);

Definition of Accounting Estimates (Amendments to HKAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors);

Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to HKAS 12
Income Taxes); and

International Tax Reform — Pillar Two Model Rules (Amendments to HKAS 12 Income Taxes on Pillar Two
Model Rules) (effective immediately upon the issue of the amendments and retrospectively).

None of these new/amendments to various HKFRSs has a material impact on the Group’s results and financial
position for the current or prior period.

Revised/amendments to HKFRSs that have been issued but are not yet effective

There are a number of standards, amendments to standards, and interpretations which have been issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA”) that are effective in future accounting periods
that the Group has decided not to adopt early.

The following amendments are effective for the period beginning 1 January 2024:

Lease Liability in a Sale and Leaseback (Amendments to HKFRS 16 Leases)

Classification of Liabilities as Current or Non-current (Amendment to HKAS 1 Presentation of Financial
Statements)

Non-current Liabilities with Covenants (Amendment to HKAS 1 Presentation of Financial Statements)
Hong Kong Interpretation 5 (Revised) Presentation of Financial Statements — Classification by the Borrower
of a Term Loan that Contains a Repayment on Demand Clause (Amendment to HKAS 1 — Classification of

Liabilities as Current or Non-current and Non-current Liabilities with Covenants)

Supplier Finance Arrangements (Amendment to HKAS 7 Statement of Cash Flows and HKFRS 7 Financial
Instruments: Disclosures)
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Notes to the Consolidated Financial Statements

31 December 2023

2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

76

(b)

(c)

Revised/amendments to HKFRSs that have been issued but are not yet effective (Continued)
The following amendments are effective for the period beginning 1 January 2025:

o Lack of Exchangeability (Amendments to HKAS 21 The Effects of Changes in Foreign Exchange Rates)

The Group is currently assessing the impact of these amendments and does not consider that they are relevant
to the Group’s circumstances nor will have a significant impact on the Group’s financial statements.

New guidance on accounting for the MPF-LSP offsetting mechanism in Hong Kong issued
by the HKICPA

In June 2022, Employment and Retirement Schemes Legislation (Offsetting Arrangement) (Amendment)
Ordinance 2022 (“the Amendment Ordinance”) was enacted. The Amendment Ordinance abolishes the use
of the accrued benefits derived from employers’ mandatory contributions under the mandatory provident fund
(“MPF”) scheme to offset severance payment (“SP”) and long service payments (“LSP”) (“the Abolition”).
Subsequently, the Government of HKSAR announced that the Abolition will take effect on 1 May 2025 (“the
Transition Date”).

The following key changes will take effect since the Transition Date:

- Accrued benefits derived from employers’” mandatory MPF contributions cannot be used to offset the LSP/
SP in respect of the employment period after the Transition Date.

- The pre-transition LSP/SP is calculated using the last month’s salary immediately preceding the Transition
Date, instead of using the last month'’s salary of employment termination date.

Due to the complexities of the accounting for the offsetting of accrued benefits derived from an employer’s
mandatory MPF contributions and its LSP obligation and the accounting for the offsetting mechanism could
become material in light of the Abolition, the HKICPA published “Accounting implications of the abolition of the
MPF-LSP offsetting mechanism in Hong Kong” (“the Guidance”) in July 2023 to provide guidance to account
for the offsetting mechanism and the Abolition. The HKICPA concluded that there are two acceptable accounting
approaches for the offsetting mechanism, being:

— Approach 1:  Account for the amount expected to be offset as a deemed employee contribution towards that
employee’s LSP benefits in terms of HKAS 19.93(a)

— Approach 2: Account for the employer MPF contributions and the offsetting mechanism as a funding
mechanism for the LSP obligation

For the years ended 31 December 2022 and 2023, the Group’s LSP liability before the expected offsetting under
the MPF-LSP offsetting mechanism is immaterial. Application of the Guidance had no material effect on the
consolidated financial statements of the Group.
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Notes to the Consolidated Financial Statements

31 December 2023

3. BASIS OF PREPARATION

(a)

(b)

(c)

Statement of compliance

The consolidated financial statements have been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (HKFRSs), which collective term includes all applicable individual Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards (HKASs) and Interpretations issued by the
HKICPA, accounting principles generally accepted in Hong Kong and the disclosure requirements of the Hong
Kong Companies Ordinance. The consolidated financial statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on the Stock Exchange.

Basis of measurement
The consolidated financial statements have been prepared under the historical cost basis.

Functional currency

The consolidated financial statements are presented in Hong Kong dollars (‘HK$”), which is the same as the
functional currency of the Company.

MATERIAL ACCOUNTING POLICIES

(a)

Basis of consolidation

The consolidated financial statements comprise the financial statements of the Group. Subsidiaries are entities
over which the Group has control. The Group controls an entity when the Group is exposed to, or has rights to,
variable returns from its involvement with the entity and has the ability to affect those returns through its power to
direct the activities of the entity.

Inter-company transactions and balances between group companies together with unrealised profits are
eliminated in full in preparing the consolidated financial statements. Unrealised losses are also eliminated unless
the transaction provides evidence of impairment on the asset transferred, in which case the loss is recognised in
profit or loss.

The carrying amount of non-controlling interests that represent present ownership interests in the subsidiaries
is the amount of those interests at initial recognition plus such non-controlling interest’s share of subsequent
changes in equity. Total comprehensive income is attributed to such non-controlling interests even if this results
in those non-controlling interests having a deficit balance.
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4. MATERIAL ACCOUNTING POLICIES (CONTINUED)

78

(b) Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses.

The cost of self-constructed items of property, plant and equipment includes the cost of materials, direct labour,
the initial estimate, where relevant, of the costs of dismantling and removing the items and restoring the site on
which they are located, and an appropriate proportion of production overheads and the borrowing costs.

Gains or losses arising from the retirement or disposal of an item of property, plant and equipment are
determined as the difference between the net disposal proceeds and the carrying amount of the item and are
recognised in profit or loss on the date of retirement or disposal.

Depreciation is calculated to write off the cost of items of property, plant and equipment, other than construction
in progress, less their estimated residual value, if any, using the straight line method over their estimated useful

lives as follows:

- Leasehold improvements are depreciated over the shorter of the unexpired term of lease and their estimated
useful lives of 3 to 10 years.

- Machinery 10 years
- Vehicles and other equipment 4 -5 years

Construction in progress (“CIP”) represents property, plant and equipment under construction and pending
installation, and is stated at cost less impairment losses.

Cost comprises direct costs of construction during the construction period. Capitalisation of these costs ceases
and the CIP is transferred to property, plant and equipment when the asset is substantially ready for its intended
use.
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Notes to the Consolidated Financial Statements

31 December 2023

4. MATERIAL ACCOUNTING POLICIES (CONTINUED)

(c)

(d)

Intangible assets

Research and development costs comprise all costs that are directly attributable to research and development
activities or that can be allocated on a reasonable basis to such activities. Because of the nature of the Group’s
research and development activities, the criteria for the recognition of such costs as an asset are generally not
met until late in the development stage of the project when the remaining development costs are immaterial.
Hence both research costs and development costs are generally recognised as expenses in the period in which
they are incurred.

Intangible assets that are acquired by the Group are stated at cost less accumulated amortisation (where the
estimated useful life is finite) and impairment losses.

Amortisation of intangible assets with finite useful lives is charged to profit or loss on a straight-line basis over the
assets’ estimated useful lives. Computer software is amortised from the date it is available for use and its estimated
useful life is 5 to 10 years.

Both the period and method of amortisation are reviewed annually.

Leasing

All leases (irrespective of they are operating leases or finance leases) are required to be capitalised in the
consolidated statement of financial position as right-of-use assets and lease liabilities, but accounting policy
choices exist for an entity to choose not to capitalise leases which are short-term leases. The Group has elected
not to recognise right-of-use assets and lease liabilities for leases for which at the commencement date have a
lease term no more than 12 months, if any. The lease payments associated with those leases are expensed on
straight-line basis over the lease term. The right-of-use assets are also subject to impairment. Right-of-use assets
are depreciated on a straight-line basis over the lease terms including the extension option period.

Right-of-use asset

The right-of-use asset should be recognised at cost and would comprise: (i) the amount of the initial
measurement of the lease liability (see below for the accounting policy to account for lease liability); (i) any
lease payments made at or before the commencement date, less any lease incentives received; (i) any initial
direct costs incurred by the lessee and (iv) an estimate of costs to be incurred by the lessee in dismantling and
removing the underlying asset to the condition required by the terms and conditions of the lease, unless those
costs are incurred to produce inventories. The Group measures the right-to-use at cost, less accumulated
depreciation and impairment losses, and adjusted for any remeasurement of lease liability. Right-of-use assets
are generally depreciated over the shorter of the assets’ useful life and the lease term (including the extension
option period as appropriate) on a straight-line basis. If the Group is reasonably certain to exercise a purchase
option (if any), the right-of-use asset is depreciated over the underlying asset’s useful life.
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4. MATERIAL ACCOUNTING POLICIES (CONTINUED)

80

(d)

Leasing (Continued)
Lease liability

The lease liability is recognised at the present value of the lease payments that are not paid at the date of
commencement of the lease. The lease payments are discounted using the interest rate implicit in the lease,
if that rate can be readily determined. If that rate cannot be readily determined, the Group uses the lessee’s
incremental borrowing rate.

The following payments for the right-to-use the underlying asset during the lease term that are not paid at
the commencement date of the lease are considered to be lease payments: (i) fixed payments less any lease
incentives receivable: (i) variable lease payments that depend on an index or a rate, initially measured using the
index or rate as at commencement date; (i) amounts expected to be payable by the lessee under residual value
guarantees; (iv) the exercise price of a purchase option if the lessee is reasonably certain to exercise that option
and (v) payments of penalties for terminating the lease, if the lease term reflects the lessee exercising an option to
terminate the lease.

Subsequent to the commencement date, the Group measures the lease liability by: (i) increasing the carrying
amount to reflect interest on the lease liability; (i) reducing the carrying amount to reflect the lease payments
made; and (i) remeasuring the carrying amount to reflect any reassessment or lease modifications, e.g., a
change in future lease payments arising from change in an index or rate, a change in the lease term, a change in
the in substance fixed lease payments or a change in assessment to purchase the underlying asset.

Lease modification

When the Group renegotiates the contractual terms of a lease with the lessor, the accounting depends on the
nature of the modification:

° if the renegotiation results in one or more additional assets being leased for an amount commensurate
with the standalone price for the additional rights-of-use obtained, the modification is accounted for as a
separate lease in accordance with the above policy.

° in all other cases where the renegotiation increases the scope of the lease (whether that is an extension to
the lease term, or one or more additional assets being leased), the lease liability is remeasured using the
discount rate applicable on the maodification date, with the right-of-use asset being adjusted by the same
amount.

° if the renegotiation results in a decrease in the scope of the lease, both the carrying amount of the lease
liability and right-of-use asset are reduced by the same proportion to reflect the partial or full termination of
the lease with any difference recognised in profit or loss. The lease liability is then further adjusted to ensure
its carrying amount reflects the amount of the renegotiated payments over the renegotiated term, with the
modified lease payments discounted at the rate applicable on the modification date. The right-of-use asset is
adjusted by the same amount.
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4. MATERIAL ACCOUNTING POLICIES (CONTINUED)

(e)

Financial instruments

0]

Financial assets

A financial asset (unless it is a trade receivable without a significant financing component) is initially
measured at fair value plus, for an item not measured at fair value through profit or loss, transaction costs
that are directly attributable to its acquisition or issue. A trade receivable without a significant financing
component is initially measured at the transaction price.

All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date
that the Group commits to purchase or sell the asset. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within the period generally established by regulation
or convention in the market place.

Debt instruments

Subsequent measurement of debt instruments depends on the Group’s business model for managing
the asset and the cash flow characteristics of the asset. There is only one measurement category for the
Group’s debt instruments.

Amortised cost:

Financial assets including rental deposits, trade and other receivables and cash and cash equivalents
that are held for collection of contractual cash flows where those cash flows represent solely payments of
principal and interest are measured at amortised cost. Financial assets at amortised cost are subsequently
measured using the effective interest rate method. Interest income, foreign exchange gains and losses and
impairment are recognised in profit or loss. Any gain on derecognition is recognised in profit or loss.
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4. MATERIAL ACCOUNTING POLICIES (CONTINUED)

(e) Financial instruments (Continued)

82

(ii)

Impairment loss on financial assets

The Group recognises loss allowances for ECLs on trade receivables and other financial assets measured
at amortised cost (including other receivables, rental deposits and cash and cash equivalents). The ECLs
are measured on either of the following bases: (1) 12 months ECLs: these are the ECLs that result from
possible default events within the 12 months after the reporting date: and (2) lifetime ECLs: these are ECLs
that result from all possible default events over the expected life of a financial instrument. The maximum
period considered when estimating ECLs is the maximum contractual period over which the Group is
exposed to credit risk.

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the difference
between all contractual cash flows that are due to the Group in accordance with the contract and all the
cash flows that the Group expects to receive. The shortfall is then discounted at an approximation to the
assets’ original effective interest rate.

The Group has elected to measure loss allowances for trade receivables and bills receivable using HKFRS
9 simplified approach and has calculated ECLs based on lifetime ECLs. The Group has established a
provision matrix that is based on the Group’s historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.

For other debt financial assets, the ECLs are based on the 12-months ECLs. However, when there has
been a significant increase in credit risk since origination, the allowance will be based on the lifetime ECLs.

When determining whether the credit risk of another debt financial asset has increased significantly since
initial recognition and when estimating ECLs, the Group considers reasonable and supportable information
that is relevant and available without undue cost or effort. This includes both quantitative and qualitative
information analysis, based on the Group’s historical experience and informed credit assessment and
including forward-looking information.

The Group takes into account the following information when assessing whether credit risk has increased
significantly since initial recognition and assumes that the credit risk on a financial asset has increased
significantly if it is more than 30 days past due irrespective of the outcome of the above assessment.

- failure to make payments of principal or interest on their contractually due dates;

- an actual or expected significant deterioration in a financial instrument’s external or internal credit
rating (if available);

- an actual or expected significant deterioration in the operating results of the debtor; and

- existing or forecast changes in the technological, market, economic or legal environment that have a
significant adverse effect on the debtor’s ability to meet its obligation to the Group.
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4. MATERIAL ACCOUNTING POLICIES (CONTINUED)

(e)

Financial instruments (Continued)

(ii)

Impairment loss on financial assets (Continued)

Despite the aforegoing, the Group assumes that the credit risk on a debt instrument has not increased
significantly since initial recognition if the debt instrument is determined to have low credit risk at the
reporting date. A debt instrument is determined to have low credit risk if (i) it has a low risk of default, (i)
the borrower has a strong capacity to meet its contractual cash flow obligations in the near term, and (i)
adverse changes in economic and business conditions in the longer term may, but will not necessarily,
reduce the ability of the borrower to fulfil its contractual cash flow obligations. The Group considers a debt
instrument to have low credit risk when it has an internal or external credit rating of ‘investment grade’ as
per globally understood definitions.

Depending on the nature of the financial assets, the assessment of a significant increase in credit risk
is performed on either an individual basis or a collective basis. When the assessment is performed on a
collective basis, the financial assets are grouped based on shared credit risk characteristics, such as past
due status and credit risk ratings.

ECLs are remeasured at each reporting date to reflect changes in the financial assets’ credit risk since
initial recognition. Any change in the ECL amount is recognised as an impairment gain or loss in profit or
loss. The Group recognises an impairment gain or loss for all financial assets measured at amortised cost

with a corresponding adjustment to their carrying amount through a loss allowance account.

The Group considers a financial asset to be credit-impaired when: (1) the borrower is unlikely to pay its
credit obligations to the Group in full, or (2) the financial asset is more than 90 days past due.

Evidence that a financial asset is credit-impaired includes the following observable events:

- significant financial difficulty of the debtor;

- a breach of contract, such as a default or delinquency in interest or principal payments;

- it becoming probable that the debtor will enter bankruptcy or other financial reorganisation; and

- significant changes in the technological, market, economic or legal environment that have an adverse
effect on the debtor.

Interest income on credit-impaired financial assets is calculated based on the amortised cost (i.e. the gross
carrying amount less loss allowance) of the financial asset. For non credit-impaired financial assets interest
income is calculated based on the gross carrying amount.

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that there
is no realistic prospect of recovery. This is generally the case when the Group determines that the debtor
does not have assets or sources of income that could generate sufficient cash flows to repay the amounts
subject to the write-off.

Subsequent recoveries of an asset that was previously written off are recognised as a reversal of
impairment in profit or loss in the period in which the recovery occurs.

CHINA APEX GROUP LIMITED /2023 ANNUAL REPORT 83



Notes to the Consolidated Financial Statements

31 December 2023

4. MATERIAL ACCOUNTING POLICIES (CONTINUED)

(e) Financial instruments (Continued)
(iij)  Financial liabilities
Financial liabilities at amortised cost including trade and other payables and amount due to a related party.
They are initial measured at fair value, net of directly attributable transaction cost incurred. Subsequently,
they are measured at amortised cost, using the effective interest method. The related interest expense is
recognised in profit or loss.

Gains or losses are recognised in profit or loss when the liabilities are derecognised as well as through the
amortisation process.

(iv) Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset or financial
liability and of allocating interest income or interest expense over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future cash receipts or payments through the expected life
of the financial asset or liability, or where appropriate, a shorter period.

(v) Derecognition

The Group derecognises a financial asset when the contractual rights to the future cash flows in relation
to the financial asset expire or when the financial asset has been transferred and the transfer meets the
criteria for derecognition in accordance with HKFRS 9.

Financial liabilities are derecognised when the obligation specified in the relevant contract is discharged,
cancelled or expires.

(f) Impairment of non-financial assets
Internal and external sources of information are reviewed at the end of each reporting period to identify

indications that the following assets may be impaired or an impairment loss previously recognised no longer
exists or may have decreased:

- property, plant and equipment;

- right-of-use assets;

- intangible assets;

- prepayments for property, plant and equipment; and

investments in subsidiaries in the Company’s statement of financial position.

If any such indication exists, the asset’s recoverable amount is estimated.
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4. MATERIAL ACCOUNTING POLICIES (CONTINUED)

(f)

(9)

Impairment of non-financial assets (Continued)

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs of disposal and value in use.
In assessing value in use, the estimated future cash flows are discounted to their present value using an
appropriate discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. Where an asset does not generate cash inflows largely independent of those from
other assets, the recoverable amount is determined for the smallest group of assets that generates cash
inflows independently (i.e. a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit or loss if the carrying amount of an asset, or the cash-generating
unit to which it belongs, exceeds its recoverable amount. Impairment losses recognised in respect of cash-
generating units are allocated to reduce the carrying amount of the assets in the unit (or group of units) on
a pro rata basis, except that the carrying value of an asset will not be reduced below its individual fair value
less costs of disposal (if measurable) or value in use (if determinable).

Reversals of impairment losses

An impairment loss is reversed if there has been a favourable change in the estimates used to determine
the recoverable amount. A reversal of an impairment loss is limited to the asset’s carrying amount that
would have been determined had no impairment loss been recognised in prior years. Reversals of
impairment losses are credited to profit or loss in the year in which the reversals are recognised.

Inventories

Inventories are carried at the lower of cost and net realisable value.

Cost is calculated using the weighted average cost formula and comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the inventories to their present location and condition.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognised as an expense in the period in
which the related revenue is recognised. The amount of any write-down of inventories to net realisable value and
all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of
any reversal of any write-down of inventories is recognised as a reduction in the amount of inventories recognised
as an expense in the period in which the reversal occurs.
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(h)

Employee benefits

0]

Short term employee benefits and contributions to defined contribution retirement plans

Salaries, annual bonuses, paid annual leave, contributions to defined contribution retirement plans and the
cost of non-monetary benefits are accrued in the year in which the associated services are rendered by
employees. Where payment or settlement is deferred and the effect would be material, these amounts are
stated at their present values.

Contributions to defined contribution retirement schemes are recognised as an expense in profit or loss as
follows:

@

(b)

Employees of the Group in the People’s Republic of China (the “PRC”)

Pursuant to the relevant labour rules and regulations in the PRC, employees of the Group in the PRC
participated in the central pension scheme, which is a defined contribution plan administered by
the PRC government, whereby the Group is required to make contributions to the central pension
scheme based on certain percentages of the eligible employees’ salaries. The local government
authorities are responsible for the entire pension obligations payable to the retired employees.
Contributions made to the central pension scheme vest immediately.

Employees of the Group in Hong Kong

In compliance with the Hong Kong Mandatory Provident Fund Schemes Ordinance (Chapter 485 of
the Laws of Hong Kong), employees of the Group in Hong Kong are required to participate in the
Mandatory Provident Fund scheme of the Group (“MPF Scheme”). The MPF Scheme is a defined
contribution plan administered by an independent corporate trustee. Under the MPF Scheme,
each of the Group and the employees are required to make contributions to the MPF Scheme at
5% of the employees’ relevant income, subject to a cap of monthly relevant income of HK$30,000.
Contributions to the MPF Scheme vest immediately.

Share-based payments
When equity settled share options are awarded to employees, the fair value of the options at the date of grant

is recognised in profit or loss over the vesting period with a corresponding increase in the employee share

option reserve within equity. Non-market vesting conditions are taken into account by adjusting the number of
equity instruments expected to vest at the end of the reporting period so that, ultimately, the cumulative amount

recognised over the vesting period is based on the number of options that eventually vested. Market vesting

conditions are factored into the fair value of the options granted. As long as all other vesting conditions are
satisfied, a charge is made irrespective of whether the market vesting conditions are satisfied. The cumulative
expense is not adjusted for failure to achieve a market vesting condition.
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)]

Income tax

Income tax for the year comprises current tax and movements in deferred tax assets and liabilities. Current tax
and movements in deferred tax assets and liabilities are recognised in profit or loss.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the end of reporting period, and any adjustment to tax payable in respect of previous
years.

Deferred tax assets and liabilities arise from deductible and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and liabilities for financial reporting purposes and their tax
bases. Deferred tax assets also arise from unused tax losses and unused tax credits.

The amount of deferred tax recognised is measured based on the expected manner of realisation or settlement
of the carrying amount of the assets and liabilities, using tax rates enacted or substantively enacted at the end of
the reporting period. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at the end of each reporting period and is reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow the related tax benefit to
be utilised. Any such reduction is reversed to the extent that it becomes probable that sufficient taxable profits
will be available.

Current tax balances and deferred tax balances, and movements therein, are presented separately from each
other and are not offset. Current tax assets are offset against current tax liabilities, and deferred tax assets
against deferred tax liabilities, if the Company or the Group has the legally enforceable right to set off current tax
assets against current tax liabilities and the following additional conditions are met:

in the case of current tax assets and liabilities, the Company or the Group intends either to settle on a net
basis, or to realise the asset and settle the liability simultaneously; or

- in the case of deferred tax assets and liabilities, if they relate to income taxes levied by the same taxation
authority on either:

- the same taxable entity; or
- different taxable entities, which, in each future period in which significant amounts of deferred tax liabilities

or assets are expected to be settled or recovered, intend to realise the current tax assets and settle the
current tax liabilities on a net basis or realise and settle simultaneously.
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(k)

0

Provisions and contingent liabilities

Provisions are recognised for other liabilities of uncertain timing or amount when the Group or the Company has
a legal or constructive obligation arising as a result of a past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a reliable estimate can be made. Where the time value of
money is material, provisions are stated at the present value of the expenditure expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be estimated
reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow of economic benefits
is remote. Possible obligations, whose existence will only be confirmed by the occurrence or non-occurrence of
one or more future events are also disclosed as contingent liabilities unless the probability of outflow of economic
benefits is remote.

Revenue recognition

Revenue from contracts with customers is recognised when control of goods or services is transferred to the
customers at an amount that reflects the consideration to which the Group expects to be entitled in exchange for
those goods or services, excluding those amounts collected on behalf of third parties. Revenue excludes value
added tax or other sales taxes and is after deduction of any trade discounts.

Depending on the terms of the contract and the laws that apply to the contract, control of the goods or service
may be transferred over time or at a point in time. Control of the goods or service is transferred over time if the
Group’s performance:

° provides all of the benefits received and consumed simultaneously by the customer;
° creates or enhances an asset that the customer controls as the Group performs; or

o does not create an asset with an alternative use to the Group and the Group has an enforceable right to
payment for performance completed to date.

If control of the goods or services transfers over time, revenue is recognised over the period of the contract by
reference to the progress towards complete satisfaction of that performance obligation. Otherwise, revenue is
recognised at a point in time when the customer obtains control of the goods or service.

(i)  Sale of zippers and related products

Revenue from sales of zippers and related products is recognised when the customers have obtained
control of the goods, being when the goods are delivered to the respective customers’ specific locations
and have been accepted by the customers, and the corresponding trade or bills receivable are recognised
as this represents the point in time at which the right to consideration becomes unconditional, as only the
passage of time is required before payment is due. There is generally only one performance obligation.
Invoices are usually payable within 30 to 90 days. For certain customers such as new customers, deposits
paid in advance are required before goods are delivered.

The Group’s contracts with customers from the sale of zippers and related products generally do not
provide customers a right of return (a right to exchange another product or right to refund in cash). In
addition, return of defective products seldom occurs as goods sold to customers generally meet the
objective specifications required by customers. Any necessary costs incurred in replacement or rectification
of defective goods sold are insignificant to the consolidated financial statements.
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0

Revenue recognition (Continued)
(i) Revenue from provision of property management service
Revenue from provision of property management service is recognised over time on straight-line basis

during the term of agreement as the customer simultaneously receives and consumes the benefits as and
when the Group performs.

The monthly service fee is calculated based on the agreed percentage on the income of the subject
property in accordance with the terms and conditions of the agreement. The invoices are issued and
settled on monthly basis.

(m) Government grants

(n)

Government grants received on capital expenditure are generally deducted in arriving at the carrying amount of
the asset purchased. Grants for revenue expenditure are netted against the cost incurred by the Group. Where
retention of a government grant is dependent on the Group satisfying certain criteria, it is initially recognised
as deferred income. When the criteria for retention have been satisfied, the deferred income balance is netted
against the asset purchased.

Translation of foreign currencies
For the purpose of presenting these consolidated financial statements, the Group adopted HK$ as its

presentation currency. The functional currency of the Company and its subsidiaries other than those established
in the PRC is HK$ and the functional currency of the subsidiaries established in the PRC is Renminbi (‘RMB”).

Foreign currency transactions during the year are translated at the foreign exchange rates ruling at the transaction
dates. Monetary assets and liabilities denominated in foreign currencies are translated at the foreign exchange
rates ruling at the end of the reporting period. Exchange gains and losses are recognised in profit or loss.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are
translated using the foreign exchange rates ruling at the transaction dates.

The results of foreign operations are translated into HK$ at the exchange rates approximating the foreign
exchange rates ruling at the dates of the transactions. Statement of financial position items are translated into
HK$ at the closing foreign exchange rates at the end of the reporting period. The resulting exchange differences
are recognised in other comprehensive income and accumulated separately in equity in the exchange reserve.
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(@)

A person, or a close member of that person’s family, is related to the Group if that person:

U)

(i)

(i)

has control or joint control over the Group;
has significant influence over the Group; or

is a member of the key management personnel of the Group or the Group’s parent.

An entity is related to the Group if any of the following conditions applies:

(Vi)

(vil)

(viil

The entity and the Group are members of the same Group (which means that each parent, subsidiary
and fellow subsidiary is related to the others).

One entity is an associate or joint venture of the other entity (or an associate or joint venture of a
member of a group of which the other entity is a member).

Both entities are joint ventures of the same third party.
One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

The entity is a post-employment benefit plan for the benefit of employees of either the Group or an
entity related to the Group.

The entity is controlled or jointly controlled by a person identified in (a).

A person identified in (a)(i) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity).

The entity, or any member of a group of which it is a part, provides key management personnel
services to the Group or to the Group’s parent.

Close members of the family of a person are those family members who may be expected to influence, or
be influenced by, that person in their dealings with the entity and included:

U)

(i)

(i)

that person’s children and spouse or domestic partner;

children of that person’s spouse or domestic partner; and

dependents of that person or that person’s spouse or domestic partner.
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5.

SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

The Group’s financial position and results of operations are sensitive to accounting methods, assumptions and
estimates that underlie the preparation of the consolidated financial statements. The Group bases the assumptions
and estimates on experience and on various other assumptions that the Group believes to be reasonable and which
form the basis for making judgements about matters that are not readily apparent from other sources. On an on-going
basis, management evaluates its estimates. Actual results may differ from those estimates as facts, circumstances and
conditions change.

The selection of material accounting policies, the judgements and other uncertainties affecting application of those
policies and the sensitivity of reported results to changes in conditions and assumptions are factors to be considered
when reviewing the consolidated financial statements. The material accounting policies are set forth in note 4. The
Group believes the following material accounting policies involve the most significant judgements and estimates used
in the preparation of the consolidated financial statements.

(@) Impairment
(i)  Non-financial assets

The Group reviews the carrying amounts of these assets at the end of each reporting period to determine
whether there is indication of impairment. When indication of impairment is identified, management conduct
impairment assessment on these non-financial assets by preparing discounted future cash flows to
determine whether any previously impairment loss recognised should be reversed or additional impairment
loss should be recognised. Such impairment assessment requires significant judgements in estimating
the recoverable amount after taking into consideration of the assumptions used in preparation of future
cash flows arising from these assets of zipper business. These assumptions included growth rates of sales
revenue, gross profit margins and discount rate applied to bring the future cash flows to their present value.
Any change in the assumptions adopted in the cash flow forecasts may result in recognition or reversal
of impairment loss or increase or decrease impairment loss for the year and affect the Group’s net asset
value.

(i) Receivables

The assessment of impairment losses on financial assets measured at amortised cost is performed based
on expected credit losses model as detailed in the accounting policies and note 4(e)(ii). The Group uses
judgements and estimates, and makes assumptions and selects inputs as considered appropriate in
performing the impairment assessment. Any change in the estimates, assumptions and inputs adopted in
the assessment may increase or decrease the impairment loss for the year and affect the Group’s net asset
value.

(b) Depreciation and amortisation

Property, plant and equipment are depreciated on a straight-line basis over the estimated useful lives of the assets,
after taking into account the estimated residual value, if any. The Group reviews the estimated useful lives of the
assets regularly in order to determine the amount of depreciation expense to be recorded during any reporting
period. The useful lives are based on the Group’s experience with similar assets and taking into account
upgrading and improvement work performed for anticipated technological changes, and legal or similar limits on
the use of assets. The depreciation and amortisation expense for future periods is adjusted if there are significant
changes from previous estimates.
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(CONTINUED)

92

(c)

(d)

(e)

(f

Inventories

The Group’s inventories comprise zippers and other related products which are to be sold to original equipment
manufacturers (“OEM”) of clothing brands. The future saleability of inventories is subject to changing consumer
preferences and fashion trends.

The Group exercises judgment to determine the appropriate level of provisioning for inventory items that may
be sold below cost or ultimately written off due to a reduction in demand resulting from unfavorable changes in
consumer preferences. This assessment is necessary to prevent the carrying value of inventories from exceeding
their net realisable value.

Factors such as current market conditions, historical usage rates, and experience in selling similar goods are
considered when estimating provision for inventories. However, the level of provision required may change
significantly due to changes in market conditions. Any change in the estimates may increase or decrease the
impairment loss for the year and affect the Group’s net asset value.

Income taxes

Determining income tax provisions involves judgement on the future tax treatment of certain transactions. The
Group carefully evaluates tax implications of transactions and tax provisions are set up accordingly. The tax
treatment of such transactions is reconsidered periodically to take into account all changes in tax legislations.
Deferred tax assets are recognised for unused tax losses and other deductible temporary differences. As those
deferred tax assets can only be recognised to the extent that it is probable that future taxable profit will be
available against which they can be utilised, management’s judgement is required to assess the probability of
future taxable profits. Management’s assessment is constantly reviewed and additional deferred tax assets are
recognised if it becomes probable that future taxable profits will allow the deferred tax assets to be recovered.

Estimation of the incremental borrowing rate for leasing

The Group cannot readily determine the interest rate implicit in a lease, and therefore, it uses an incremental
borrowing rate (“IBR”) to measure lease liabilities. The IBR is the rate of interest that the Group would have to
pay to borrow over a similar term, and with a similar security, the funds necessary to obtain an asset of a similar
value to the right-of-use asset in a similar economic environment. The IBR therefore reflects what the Group “would
have to pay”, which requires estimation when no observable rates are available (such as for subsidiaries that do
not enter into financing transactions) or when it needs to be adjusted to reflect the terms and conditions of the
lease (for example, when leases are not in the subsidiary’s functional currency). The Group estimates the IBR using
observable inputs when available and is required to make certain entity-specific estimates.

Determination of lease term of contracts with renewal options

As explained in note 4(d), the lease liability is initially recognised at the present value of the lease payments
payable over the lease term. In determining the lease term at the commencement date for leases that include
renewal options exercisable by the Group, the Group evaluates the likelihood of exercising the renewal options
taking into account all relevant facts and circumstances that create an economic incentive for the Group to
exercise the option, including favourable terms, leasehold improvements undertaken and the importance of
that underlying asset to the Group’s operation. The lease term is reassessed when there is a significant event
or significant change in circumstance that is within the Group’s control (e.g. a change in business strategy).
Any increase or decrease in the lease term would affect the amount of lease liabilities and right-of-use assets
recognised in subsequent financial periods.
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6.

SEGMENT REPORTING

The Group manages its businesses by divisions, which are organised by a mixture of both business line and
geography.

Since September 2023, the Group commenced a new business on provision of property management service in the
Mainland China and it is considered as a new operating and reportable segment by the chief operating decision maker
(“CODM”). As such, the Group reorganised its internal reporting structure which resulted in an additional reportable
segment i.e. provision of property management services for the year ended 31 December 2023. Information reported
to the Group’s senior executive management, being the CODM, for the purposes of resource allocation and assessment,
focuses on revenue from these two operating segments.

Management assess the performance of the operating segments based on the measure of segment results which
represents revenue less cost of sales and services, distribution expenses and administrative expenses directly
attributable to each operating segment. Central administrative costs are not allocated to the operating segments as
they are not included in the measure of the segment results that are used by the CODM for assessment of segment
performance.

Segment assets include all assets with exception of corporate assets which are not directly attributable to the business
activities of operating segments as these assets are managed on a group basis. Likewise, segment liabilities exclude
deferred tax liabilities and corporate liabilities which are not directly attributable to the business activities of operating
segments and not allocated to segments.
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6. SEGMENT REPORTING (CONTINUED)

(a) Business segments
Information regarding the Group’s reportable segments as provided to the Group’s senior executive management
for the purposes of resource allocation and assessment of segment performance for the years ended 31
December 2023 and 2022 is set out below:

Provision
Manufacture of property
and sales management
of zippers services Total
HK$’000 HK$’000 HK$°000
For the year ended 31 December 2023
Reportable segment revenue 233,677 32,871 266,548
Reportable segment (loss)/profit (6,912) 32,205 25,293
Depreciation for the year 31,148 - 31,148
Amortisation for the year 312 - 312
Impairment loss on right-of-use assets 28,527 - 28,527
Impairment loss on property, plant and equipment 25,512 - 25,512
Impairment loss on intangible assets 491 - 491
Impairment loss on prepayments for property,
plant and equipment 1,654 - 1,654
Loss on disposal of property, plant and equipment 8,959 - 8,959
Reportable segment assets at year end 206,207 37,278 243,485
Additions to non-current segment assets during
the year 58,895 2,227 61,122
Reportable segment liabilities at year end 127,201 6,919 134,120
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6. SEGMENT REPORTING (CONTINUED)

(a) Business segments (Continued)

Manufacture
and sales
of zippers

HK$’000
For the year ended 31 December 2022
Reportable segment revenue 215,578
Reportable segment profit 5,814
Depreciation for the year 32,351
Amortisation for the year 171
Loss on disposal of property, plant and equipment 19
Reportable segment assets at year end 242,307
Additions to non-current segment assets during the year 15,375
Reportable segment liabilities at year end 87,936
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6. SEGMENT REPORTING (CONTINUED)

(b) Reconciliations of reportable segment revenue, profit or loss and assets

2023 2022
HK$’000 HK$’000
Revenue
Reportable segment revenue 266,548 215,578
Elimination of inter-segment revenue = -
Consolidated revenue (note 7) 266,548 215,578
Loss before income tax
Reportable segment profit derived from
the Group’s external customers 25,293 5,814
Other revenue and (losses)/gains, net (4,465) 14,906
Interests on lease liabilities (3,224) (8,851)
Impairment losses on non-financial assets (56,184) -
Share-based payments (11,050) -
Unallocated head office and corporate expenses (note) (20,972) (16,325)
Consolidated (loss)/profit before income tax (70,602) 544

Note: Unallocated head office and corporate expenses mainly represented depreciation of right-of-use assets in relation to an office premises,

auditor’s remuneration and legal and professional fees.

2023 2022
HK$’000 HK$’000
Assets
Reportable segment assets 243,485 242,307
Deferred tax assets 4,522 5,691
Unallocated head office and corporate assets 4,598 4,115
Cash and cash equivalents 25,498 53,599
Consolidated total assets 278,103 305,712
Liabilities
Reportable segment liabilities 134,120 87,936
Current tax payable 8,191 -
Deferred tax liabilities 1,124 1,124
Unallocated head office and corporate liabilities 1,209 10,237
Consolidated total liabilities 144,644 99,297

96 CHINA APEX GROUP LIMITED /2023 ANNUAL REPORT



Notes to the Consolidated Financial Statements

31 December 2023

6. SEGMENT REPORTING (CONTINUED)

(c)

(d)

Geographic information

The Group’s non-current assets excluding financial assets (i.e. rental deposits) and deferred tax assets (the
“Specified Non-current Asset”) comprise property, plant and equipment, right-of-use assets, intangible assets
and prepayments for property, plant and equipment. The geographical location of the Specified Non-current
Assets is based on their physical location. In the case of intangible assets and prepayments for property, plant
and equipment, it is based on the location of the operation to which they are allocated. As at 31 December
2023, the Group’s Specified Non-current Assets were located in Mainland China and Hong Kong with carrying
amounts of HK$71,283,000 (2022: HK$108,225,000) and HK$4,198,000 (2022: HK$3,868,000) respectively.

The Group derives revenue from the transfer of goods sold and service rendered in the following geographical

regions as follows:

2023 2022

HK$’000 HK$'000

Mainland China 246,810 188,625
Overseas 19,738 26,953
266,548 215,578

Information about a major customer

An individual customer had transactions exceeding 10% of the Group’s revenue which included in the provision
of property management services segment of HK$32,871,000 (2022: Nil) for the year ended 31 December 2023 is

derived from Mainland China.
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7. REVENUE

The principal activities of the Group are manufacture and sale of zippers and other related products. Since September
2028, the Group commences the provision of property management service.

The amount of each significant category of revenue is as follows:

2023 2022
HK$’000 HK$’000
Sales of goods
Finished zippers and sliders 232,617 206,850
Others 1,060 8,728
233,677 215,578
Services income
Property management fee income 32,871 -
266,548 215,578

The Group derives revenue from the sales of goods at a point in time while the property management fee income is
recognised over time.

The following table provides information about trade debtors and bills receivables and contract liabilities from contracts
with customers:

2023 2022

HK$°000 HK$’000

Trade debtors and bills receivable (note 17) 64,220 36,986
Unbilled receivable (note 17) 34,608 -
Contract liabilities (note 20) 1,351 1,832
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7. REVENUE (CONTINUED)

The contract liabilities represent advanced considerations received from customers before goods sold to customers.
The contract liabilities are expected to be recognised as revenue within one year from date of inception of respective
contracts. The movements of the contract liabilities are set out below.

Movements in contract liabilities

2023 2022
HK$’000 HK$’000
Balance as at 1 January 1,832 996
Decrease in contract liabilities as a result of recognising revenue
during the year that was included in the contract liabilities
at the beginning of the year (1,587) (766)
Increase in contract liabilities as a result of receipts in advance from customers
during the year 1,110 1,627
Exchange adjustments (4) (25)
Balance as 31 December 1,351 1,832

The Group has applied the practical expedient to its contracts with customers of both sales of zippers and property
management services and therefore the above information does not include information about revenue that the Group
will be entitled to when it satisfies the remaining performance obligations under the contracts that had an original
expected duration of one year or less.
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8. OTHER REVENUE AND GAINS/(LOSSES), NET

2023 2022
HK$’000 HK$’000

Revenue from other sources
Interest income 1,071 503
Government grants (note) 1,330 985
2,401 1,488

Other gains/(losses), net

Net foreign exchange gains 2,072 13,250
Loss on disposal of property, plant and equipment (8,959) (19)
Others 21 187
(6,866) 13,418
(4,465) 14,906

Note: For the year ended 31 December 2023, government grants of HK$1,330,000 (2022: Nil) granted to certain subsidiaries were VAT tax incentives
to enterprises recruiting key groups for employment which include handicapped people or people classified as poverty group in China.

Government grants of HK$280,000, during the year ended 31 December 2022 were obtained from Employment Support Scheme (‘ESS”)
under the Anti-epidemic Fund launched by the Hong Kong SAR Government supporting the payroll of the Group’s employees. Under the ESS,
the Group had to commit to spending these grants on payroll expenses, and not to reduce employee head count below prescribed levels for a

specified period of time. The Group did not have other unfulfilled obligations relating to this program.

The loss on disposal of property, plant and equipment for the year ended 31 December 2023 included an amount of HK$8,779,000 (2022: Nil)
arising from assets written off resulting from relocation of a production base. Further details of the relocation of a production base are set out in

note 22(b) of the consolidated financial statements.
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9. (LOSS)/PROFIT BEFORE TAXATION

(Loss)/profit before taxation is arrived at after charging:

(a) Staff costs*

2023 2022
HK$°000 HK$’000
Salaries, wages and other benefits 93,763 83,066
Contributions to defined contribution retirement plans 11,060 10,224
Share-based compensation 11,050 -
115,873 93,290
(b) Other items
2023 2022
HK$°000 HK$’000
Depreciation and amortisation®
Property, plant and equipment (note 14) 11,973 14,405
Intangible assets (note 15) 312 171
Right-of-use assets (note 22(b)) 20,633 19,000
32,918 33,576
Auditors’ remuneration
Audit services 1,188 1,033
Other services 192 182
1,380 1,215
Research and development expenses 8,825 8,658
Cost of services provided* 666 -
Cost of inventories sold* (note 16) 155,342 145,868
* Cost of services provided and cost of inventories sold included HK$8,000 (2022: Nil) and HK$81,071,000 (2022: HK$76,955,000)

respectively relating to staff costs and depreciation and amortisation expenses, which amounts are also included in the respective total
amounts disclosed separately above or in note 9(a) for each of these types of expenses.
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31 December 2023

10. INCOME TAX IN THE CONSOLIDATED STATEMENT OF PROFIT OR LOSS

(@) Income tax expense/(credit) in the consolidated statement of profit or loss represents:

2023 2022
HK$’000 HK$’000
Current tax
PRC corporate income tax
Provision for the year 8,160 -
Under-provision in respect of prior years 10 12
8,170 12
Hong Kong Profits Tax - -
Deferred tax
Origination and reversal of temporary differences 1,097 (126)
9,267 (114)

(b) Reconciliation between tax (credit)/expense and accounting (loss)/profit at applicable tax

rates:
2023 2022
HK$°000 HK$’000
(Loss)/profit before taxation (70,602) 544
Notional tax (credit)/charge on (loss)/profit before taxation calculated
at the rates applicable to the respective jurisdictions (13,221) 1,605
Effect of non-deductible expenses 9,992 3,891
Effect of other temporary differences unrecognised 12,426 -
Effect of non-taxable income (5,549) (4,457)
Utilisation of tax loss previously not recognised (195) (965)
Effect of tax losses not recognised 4,904 1,745
Effect of prevailing tax rate 630 (1,945)
Under-provision in prior years 10 12
Others 270 -
9,267 (114)

(i) Pursuant to the rules and regulations of the Cayman Islands and the British Virgin Islands (“BVI”), the Group is
not subject to any income tax in the Cayman Islands or the BVI. Under the two tiered profits tax rates
regime, KEE Zippers Corporation Limited (‘KEE Zippers”) is subject to Hong Kong Profits Tax at 8.25%
for the first HK$2 million of profit whilst the remaining profit is taxed at 16.5%.
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31 December 2023

10. INCOME TAX IN THE CONSOLIDATED STATEMENT OF PROFIT OR LOSS
(CONTINUED)

(b)

Reconciliation between tax (credit)/expense and accounting (loss)/profit at applicable tax
rates: (Continued)

(i)

(i)

(v)

5 (EBR) IREB AR AR (KEE (Guangdong) Garment Accessories Limited*) (‘KEE Guangdong”) was
recognised as a High and New Technology Enterprise and is entitled to a preferential income tax rate of
15% up to 2025. Except for KEE Guangdong, the statutory income tax rate applicable to the Company’s
other subsidiaries in Mainland China is 25%.

The Group is subject to PRC withholding tax of 10% on the gross interest income from its PRC subsidiaries
to the Company.

Pursuant to the Corporate Income Tax Law of the PRC and its relevant regulations, PRC-resident
enterprises are levied withholding income tax at 10% on dividends to their non-PRC-resident corporate
investors for earnings accumulated beginning on 1 January 2008. Undistributed earnings generated
prior to 1 January 2008 are exempted from such withholding tax. Under the Sino-Hong Kong Double
Tax Arrangement and its relevant regulations, a qualified Hong Kong tax resident which is the “beneficial
owner” and holds 25% or more of the equity interest of a PRC-resident enterprise is entitled to a reduced
withholding tax rate of 5%. As at 31 December 2023, deferred tax liability recognised in this regard was
HK$1,124,000 (2022: HK$1,124,000).
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31 December 2023

11. DIRECTORS’ EMOLUMENTS

Salaries,
allowances Retirement
Directors’ Share-based and benefits scheme
fees payments inkind contribution Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
For the year ended 31 December 2023
Executive directors
Yip Siu Lun Dave (Chairman) - 6,447 3,804 18 10,269
Wu Cody Zhuo-xuan - - 1,300 18 1,318
Mak Yung Pan Andrew - - 240 12 252
Cheung Ka Yuen - 1,379 975 18 2,372
Non-executive director
Lin Ping - - - - -
Independent non-executive directors
Leung Ka Tin 240 - - - 240
Cheng Hong Kei 240 - - - 240
Liew Fui Kiang 240 - - - 240
Ko Kwok Shu 240 - - - 240
960 7,826 6,319 66 15,171
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11. DIRECTORS’ EMOLUMENTS (CONTINUED)

Salaries,
allowances Retirement
Directors’  and benefits scheme
fees in kind contribution Total
HK$’000 HK$’000 HK$’000 HK$’000
For the year ended 31 December 2022
Executive directors
Yip Siu Lun Dave (Chairman)

(Appointed on 23 March 2022) - 2,323 15 2,338
Wu Cody Zhuo-xuan (Appointed on 23 March 2022) - 929 15 944
Mak Yung Pan Andrew - 100 5 105
Cheung Ka Yuen (Appointed on 14 October 2022) - 214 5 219
Wu David Hang (Resigned on 13 January 2022) - 126 - 126
Zhuang Weidong (Resigned on 4 March 2022) - - - -
Qiu Chuanzhi (Retired on 29 June 2022) - - - -
Non-executive director
Lin Ping - - - -
Independent non-executive directors
Leung Ka Tin 216 - - 216
Cheng Hong Kei 216 - - 216
Liew Fui Kiang 216 - - 216
Ko Kwok Shu (Appointed on 15 October 2022) 52 - - 52

700 3,692 40 4,432

There were no amounts paid or payable by the Group to the directors or any of the highest paid individuals set out in
note 12 below as an inducement to join or upon joining the Group or as a compensation for loss of office.
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31 December 2023

12. INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with the highest emoluments, two (2022: two) are directors. The aggregate of the emoluments in
respect of the other three (2022: three) individuals are as follows:

2023 2022

HK$°000 HK$’000

Salaries and other emoluments 4,790 3,097
Share-based payments 3,224 -
Discretionary bonuses 3,600 4,190
Retirement scheme contributions 54 60
11,668 7,347

The emoluments of the three (2022: three) individuals with the highest emoluments are within the following bands:

Number of individuals

2023 2022

HK$1,000,001 to HK$1,500,000 - 1
HK$2,000,001 to HK$2,500,000 = -
HK$3,000,001 to HK$3,500,000 - 2
HK$3,500,001 to HK$4,000,000 3 -
HK$4,000,001 to HK$4,500,000 - -
3 3

13. LOSS PER SHARE

(@) Basic loss per share

The calculation of basic loss per share is based on loss attributable to the equity shareholders of the Company of
HK$69,043,000 (2022: HK$1,888,000) and the weighted average number of 557,765,000 ordinary shares (2022:
508,865,000 ordinary shares) in issue during the year ended 31 December 2023.

(b) Diluted loss per share

The diluted loss per share for the year ended 31 December 2023 is equal to the basic loss per share as the
dilutive potential ordinary shares in issue resulting from share options granted by the Company during the year
ended 31 December 2023 are anti-dilutive or no dilutive impact.

The diluted loss per share for the year ended 31 December 2022 is equal to the basic loss per share as there
were no dilutive potential ordinary shares in issue during that year.
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14. PROPERTY, PLANT AND EQUIPMENT

Vehicles
and other Leasehold Construction
Machinery equipment improvements  in progress Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Cost
1 January 2022 166,421 14,754 23,933 4,335 209,443
Exchange adjustments (14,201) (1,126) (2,082) (502) (17,911)
Additions 786 499 3,015 9,960 14,260
Disposals (921) (124) - (1,236) (2,281)
Reclassification 6,150 1,003 - (7,243) -
At 31 December 2022 and 1 January 2023 158,235 15,096 24,866 5,314 203,511
Exchange adjustments (2,074) (173) (333) (59) (2,639)
Additions 243 2,553 - 7,951 10,747
Disposals (33,701) (2,856) - (2,929) (39,486)
Reclassification 9,169 296 - (9,465) -
At 31 December 2023 131,872 14,916 24,533 812 172,133
Accumulated depreciation and impairment
losses

1 January 2022 96,054 11,539 19,739 180 127,512
Exchange adjustments (8,459 (853) (1,793) (11) (11,116)
Charge for the year 10,137 892 3,376 - 14,405
Written back on disposals (590) (379) - (74) (1,043)
Reclassification 25 - - (25) -
At 31 December 2022 and 1 January 2023 97,167 11,199 21,322 70 129,758
Exchange adjustments (1,431) (126) (312) ) (1,872)
Charge for the year 8,894 1,033 2,046 - 11,973
Impairment loss for the year 22,468 2,375 307 362 25,512
Written back on disposals (23,548) (2,562) - (69) (26,179)
At 31 December 2023 103,550 11,919 23,363 360 139,192
Carrying amount
At 31 December 2023 28,322 2,997 1,170 452 32,941
At 31 December 2022 61,068 3,897 3,544 5,244 73,753
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14. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Note: During the year ended 31 December 2023, zipper business of the Group has achieved an increase in sales while it has sustained loss. In
addition, since last quarter of 2023, management began to be aware there should be expected decrease in sales orders from customers for
2024. Accordingly, as at 31 December 2023, management conducted impairment assessment on the non-financial assets of this business in
accordance with the accounting policy shown in note 4 (f) in order to determine whether any additional impairment loss should be recognised.
These assets comprised property, plant and equipment including construction in progress, prepayments for property, plant and equipment,
intangible assets with finite lives (note 15) and the right-of-use assets (note 22) (collectively the “Relevant Assets”) for the purpose of impairment
assessment.

The recoverable amount of the Relevant Assets of the zipper business, which represented a single cash generating unit, has been determined
by management with reference to value in use calculation, using cash flow projection from the latest financial budget formally approved by
management covering a five-year period (2022: five-year period) with the negative growth rate of 8% in the first year, a growth rate of 5% in 2025
and gradually decreases to 3% in the fifth year (2022: growth rate of 8% in the first year and gradually decreases to 2% in the fifth year), gross
profit margins being 31% throughout the period (2022: 32% to 34%) and at a discount rate of 10% (2022: 11%). Cash flows beyond the five-
year period are extrapolated using a growth rate of 2%, which does not exceed the long-term growth rate for the zipper industry in the PRC and
overseas.

Based on the result of the assessment performed as at 31 December 2023, management of the Group determined that the recoverable amount
of the cash generating unit is lower than the carrying amount of the Relevant Assets. The impairment losses have been allocated pro rata to each
category of the Relevant Assets such that the carrying amounts of each category of asset is not reduced below the highest of its fair value less
costs of disposal, its value in use and zero. Based on the recoverable amount calculation and the allocation, impairment losses of property, plant
and equipment, intangible assets, right-of-use assets and prepayments for property, plant and equipment of approximately HK$25,512,000,
HK$491,000, HK$28,527,000 and HK$1,654,000 respectively, have been recognised in the consolidated statement of profit or loss for the year
ended 31 December 2023.

As the recoverable amount of the Relevant Assets as at 31 December 2022 approximated their respective carrying amount, no additional
impairment loss nor reversal of previously recognised impairment loss had been made for the year ended 31 December 2022 except for an
impairment loss of HK$108,000 recognised during the year ended 31 December 2022 related to those property, plant and equipment identified
to be unusable.
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15. INTANGIBLE ASSETS

Software
HK$’000

Cost
At 1 January 2022 9,006
Exchange adjustments (810)
Addition 1,163
At 31 December 2022 and 1 January 2023 9,359
Exchange adjustments (134)
Addition 158
At 31 December 2023 9,383
Accumulated amortisation and impairment losses
At 1 January 2022 8,657
Exchange adjustments (741)
Amortisation for the year 171
At 31 December 2022 and 1 January 2023 8,087
Exchange adjustments (121)
Amortisation for the year 312
Impairment loss for the year 491
At 31 December 2023 8,769
Carrying amount
At 31 December 2023 614
At 31 December 2022 1,272

The amortisation charge for the year is included in “administrative expenses” in the consolidated statement of profit or
loss.

Impairment loss has been recognised on the intangible assets which amounted to approximately HK$491,000

(2022: Nil) for the year ended 31 December 2023. Details of the impairment assessment are set out in note 14 of the
consolidated financial statements.
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31 December 2023

16. INVENTORIES

2023 2022

HK$’000 HK$’000

Raw materials 8,985 8,282
Work in progress 16,103 21,842
Finished goods 2,002 3,403
27,090 33,527

An analysis of the amount of inventories recognised as an expense and included in the consolidated statement of profit
or loss is as follows:

2023 2022

HK$°000 HK$’000

Carrying amount of inventories sold 154,203 145,796
Write-down of inventories 1,874 1,631
Reversal of write-down of inventories (662) (1,050)
Exchange adjustments (73) (509)
155,342 145,868

The write-down of inventories is related to the decrease in the estimated net realisable value of certain slow-moving
inventories.

The reversal of write-down of inventories was due to the increase in the estimated net realisation value of certain
inventories previously provided for.
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31 December 2023

17. TRADE AND OTHER RECEIVABLES

2023 2022

HK$’000 HK$’000

Trade debtors 59,690 33,497
Bills receivable 6,049 4,666
65,739 38,163

Less: Loss allowance (Note 30(a)) (1,519) (1,177)
64,220 36,986

Unbilled receivable 34,608 -
Rental deposits 3,011 -
Other prepayments 1,691 1,233
Other tax receivables - 5,080
Other debtors 220 454
103,750 43,753

All of the trade and other receivables are expected to be recovered or recognised as expense within one year.

Ageing analysis

As of the end of the reporting period, the ageing analysis of trade debtors and bills receivable based on the invoice

date and net of allowance for impairment, is as follows:

2023 2022

HK$’000 HK$’000

Within 1 month 28,656 13,723
Over 1 month but within 2 months 17,896 14,520
Over 2 months but within 3 months 6,844 5,838
Over 3 months 10,824 2,905
64,220 36,986

The Group recognised impairment loss based on the accounting policy stated in note 4(e)(ii).

Further details on the Group’s credit policy and credit risk arising from trade debtors and bills receivable, and unbilled
receivable are set out in note 30(a). Trade debtors and bills receivable are in general due within 30-90 days from the

date of billing.

Unbilled receivable represented property management fee income recognised not yet invoiced to a customer and the

Group has a right to consideration that is unconditional.
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18. INCOME TAX IN THE CONSOLIDATED STATEMENT OF FINANCIAL
POSITION

(a) Current tax payable in the consolidated statement of financial position represents:

2023 2022

HK$°000 HK$’000

At 1 January 115 (111)
Provision for PRC corporate income tax (note 10(a)) 8,160 -
Under-provision in respect of prior years (note 10(a)) 10 12
Income tax (paid)/refunded (10) 214
Exchange adjustments (84) -
At 31 December 8,191 115

(b) Deferred tax assets/(liabilities) recognised:

The components of deferred tax assets/(liabilities) recognised in the consolidated statement of financial position
and the movements during the year are as follows:

Depreciation
and  Unrealised
impairment profit or loss PRC
losses on  arising from dividend
non-financial  intra-group withholding
assets transactions  Provisions tax Total

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Deferred tax arising from:
At 1 January 2022 2,699 125 3,244 (1,124) 4,944
(Charged)/credited to consolidated statement of

profit or loss (420) 126 420 - 126
Exchange adjustments (210) - (293) - (503)
At 31 December 2022 and 1 January 2023 2,069 251 3,371 (1,124) 4,567
(Charged)/credited to consolidated statement of

profit or loss (1,009) (93 5 - (1,097)
Exchange adjustments 39 - (111) - (72)
At 31 December 2023 1,099 158 3,265 (1,124) 3,398
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18. INCOME TAX IN THE CONSOLIDATED STATEMENT OF FINANCIAL
POSITION (CONTINUED)

19.

(c)

(d)

(e)

Reconciliation to the consolidated statement of financial position:

2023 2022
HK$’000 HK$’000

Deferred tax assets recognised in the consolidated statement of

financial position 4,522 5,691
Deferred tax liabilities recognised in the consolidated statement of

financial position (1,124) (1,124)

3,398 4,567

Deferred tax assets not recognised

In accordance with the accounting policy set out in note 4(j), the Group has not recognised deferred tax assets
in respect of the amount of estimated cumulative tax losses of HK$56,994,000 (2022: HK$30,409,000) as it
may not be probable that future taxable profits against which the losses can be utilised will be available in the
relevant entities. The unused tax losses of approximately HK$22,190,000 (2022: HK$14,935,000) are subject to
agreement by the Inland Revenue Department and can be carried forward indefinitely, while the remaining unused
tax losses of approximately HK$408,000 (2022: HK$521,000) and HK$34,396,000 (2022: HK$14,953,000) will
expire in five years and ten years from respective dates of incurrence.

At the end of the reporting period, the Group has other unrecognised deductible temporary differences of
HK$56,184,000 (2022: Nil) arising from impairment losses on non-financial assets. No deferred tax asset has
been recognised in relation to such deductible temporary differences as it is not probable that future taxable
profit will be available against which the deductible temporary differences can be utilised.

Deferred tax liabilities not recognised

At 31 December 2023, temporary differences relating to the undistributed profits of the Group’s PRC subsidiaries
amounted to HK$52,773,000 (2022: HK$72,949,000). Deferred tax liabilities relating to a portion of these
temporary differences amounting to HK$1,715,000 (2022: HK$2,370,000) have not been recognised in respect
of the tax that would be payable on the distribution of these retained profits as the Company controls the
dividend policy of these subsidiaries and it has been determined that it is probable that these profits will not be
distributed in the foreseeable future.

CASH AND CASH EQUIVALENTS

2023 2022
HK$’000 HK$'000

Cash at banks and in hand 63,903 105,266
Time deposit with original maturity over 3 months (571) -

63,332 105,266

As at 31 December 2023, cash and cash equivalents in the amount of HK$32,326,000 (2022: HK$41,766,000)
were denominated in RMB and were deposited in the PRC in the ordinary course of business. RMB is not a freely
convertible currency and the remittance of funds out of the PRC is subject to the exchange restriction imposed by the
PRC government.
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31 December 2023

20. TRADE AND OTHER PAYABLES

2023 2022

HK$°000 HK$’000

Trade creditors 11,994 7,630
Payroll and staff benefits payable 29,390 22,721
Accrued expenses 13,553 6,932
Payables for purchase of property, plant and equipment 129 2,274
Other tax payables 4,592 5,588
Contract liabilities (note 7) 1,351 1,832
Compensation received (note 22(b)) 1,418 -
Other payables 893 600
63,320 47,577

All of the trade and other payables are expected to be settled within one year or are repayable on demand.

As of the end of the reporting period, the ageing analysis of trade creditors, based on the invoice date, is as follows:

2023 2022

HK$’000 HK$’'000

Within 1 month 11,794 7,414
Over 1 month but within 3 months 156 193
Over 3 months but within 6 months 25 -
Over 6 months 19 23
11,994 7,630

21. AMOUNT DUE TO A RELATED PARTY

The balance at 31 December 2022, represented advance made by an individual which is vice president of the
Company and son-in-law of a director of the Company. It was unsecured, interest free and repayable on demand. The
balance was repaid in full during the year ended 31 December 2023.
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22. LEASES

Nature of leasing activities (in the capacity as lessee)

The Group leases certain properties in the jurisdictions from which it operates. All of the property leases’ periodic rents
are fixed over the lease term.

(a) Future lease payments as at 31 December 2023 and 2022 are due as follows:

Minimum

lease
payments Interest Present value
2023 2023 2023
HK$’000 HK$’000 HK$’000
Not later than one year 19,142 3,586 15,556
Later than one year and not later than two years 14,773 2,950 11,823
Later than two years and not later than five years 40,064 4,613 35,451
After five years 9,331 152 9,179
83,310 11,301 72,009

Minimum

lease
payments Interest Present value
2022 2022 2022
HK$’000 HK$'000 HK$’000
Not later than one year 24,881 2,454 22,427
Later than one year and not later than two years 15,397 988 14,409
Later than two years and not later than five years 6,397 145 6,252
46,675 3,587 43,088

The present value of future lease payments are analysed as:

2023 2022
HK$’000 HK$’000
Current liabilities 15,556 22,427
Non-current liabilities 56,453 20,661
72,009 43,088
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31 December 2023

22. LEASES (CONTINUED)

Nature of leasing activities (in the capacity as lessee) (Continued)

(b) Amounts recognised in the consolidated statement of financial position and profit or loss during the years ended

31 December 2022 and 2023:

Right-of-use Lease
assets (note) liabilities
HK$’000 HK$’000
As at 1 January 2022 43,245 50,295
Depreciation (19,000) -
Interest expense - 3,851
Addition 11,703 11,703
Modification of leases arising from early renewal of leases 4,997 4,997
Early termination of lease (432) (439)
Payments of lease liabilities (note 29) - (23,297)
Exchange adjustments (8,445) (4,022)
As at 31 December 2022 and 1 January 2023 37,068 43,088
Depreciation (20,633) -
Interest expense - 3,224
Addition 4,434 4,434
Modification of leases arising from early renewal of leases 48,038 48,038
Payment of lease liabilities (note 29) - (25,989)
Impairment of right-of-use assets (note 14) (28,527) -
Exchange adjustments (521) (786)
As at 31 December 2023 39,859 72,009

Note: The right-of-use assets represented land and buildings leased for own use carried at costs less accumulated depreciation and impairment
losses.

Impairment loss has been recognised on the right-of-use assets which amounted to approximately
HK$28,527,000 (2022: Nil) for the year ended 31 December 2023. Details of impairment assessments are set
out in note 14 to the consolidated financial statements.

In September 2021, a subsidiary of the Company was informed by the management committee of Jiashan
Economic and Technology Development Zone (& & ER AR REIREZ89E) (the “JETDZ Management
Committee”) that its production base is included in the implementation area of the organic renewal project of
the Economic Development Zone and required to be vacated. As at 31 December 2021 and up to 31 December
2022, although the subsidiary had not yet received the timeline of the relocation of the production base from
the JETDZ Management Committee, management had re-assessed the lease term of the production base and
considered it was no longer reasonably certain to exercise the option to renew the lease of the production base.
As such, the right-of-use assets and lease liabilities had been remeasured during the year ended 31 December
2021.
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22. LEASES (CONTINUED)

Nature of leasing activities (in the capacity as lessee) (Continued)

(b)

Amounts recognised in the consolidated statement of financial position and profit or loss during the years ended
31 December 2022 and 2023: (Continued)

On 11 September 2023, the subsidiary of the Company entered into a relocation compensation agreement
with Jiashan Economic Development Asset Management Co., Ltd. (RE&EHEEKEERARAR) ((JEDAM
Limited”), a 53.85% owned indirect subsidiary of JETDZ Management Committee, pursuant to which the
subsidiary agreed with JEDAM Limited in respect of the relocation of some immovable machineries and leasehold
improvements in the production base, subject to various condition precedents, for a total compensation of
RMB12,849,140, of which RMB1,284,914 (equivalent to approximately HK$1,418,000) has been received as at
31 December 2023.

The remaining balance of RMB11,564,226 shall be payable within 15 days of completion of vacation of the
production base provided that the relocation of plant and equipment and vacation of the production base can be
completed within 270 days from the date of aforementioned agreement.

As one of the conditions for payment of the compensation, which requires completion of vacation of the
production base within the period of maximum 270 days from the date of relocation compensation agreement,
has not yet been fulfilled as at 31 December 2023, the compensation received was included in other payables as
disclosed in note 20.

23. EQUITY SETTLED SHARE-BASED TRANSACTIONS

Pursuant to the shareholders’ resolutions passed on 30 May 2023, the Company adopted a new share option scheme
(the “Scheme”). The purposes of the Scheme is to reward the participants who have contributed or will contribute
to the Group and to encourage the participants to work towards enhancing the value of the Company and its shares
for the benefit of the Company and its shareholders as a whole. The grant of share options is to provide incentives,
rewards, remunerations and/or benefits (i) in retaining the grantees for continuous operation and development of the
Group; and (i) for his persistent devotions and leadership by further aligning the interests of the Group with his, thereby
enhancing the value for the shareholders in the long term.

The Scheme shall be valid and effective for a period of ten years commencing on the adoption date of 30 May 2023,
after which period, no further share options shall be offered or granted but the provisions of the Scheme shall remain
in full force and effect in all other respects. Share options granted during the life of the Scheme shall continue to be
exercisable in accordance with their terms of grant after the end of the 10-year period.
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23. EQUITY SETTLED SHARE-BASED TRANSACTIONS (CONTINUED)

On 27 September 2023, an aggregate of 55,776,480 share options were granted pursuant to the Scheme, of which,
33,465,888 share options were conditionally granted to Mr. Yip, 5,577,648 share options were granted to Ms. Cheung
and 16,732,944 share options were conditionally granted to Mr. Lin. Each share option shall entitle the grantees to
subscribe for one share of the Company. There will be no more shares available for future grant under the current
scheme mandate of the Scheme. The conditional grant was subsequently approved by the shareholders of the
Company on 29 November 2023. Details of the share options granted are as follows:

Exercise price Number of
Exercise period per share options granted
Executive director
Mr. Yip Siu Lun Dave 5 years from 29 November 2023 to HK$1.09 33,465,888
(“Mr. Yip”) 28 November 2028 (both dates
inclusive)
Ms. Cheung Ka Yuen 5 years from 27 September 2023 to  HK$1.09 5,577,648
(“Ms. Cheung”) 26 September 2028 (both dates
inclusive)
Senior management
Mr. Lin Sunming (“Mr. Lin”) 5 years from 29 November 2023 to HK$1.09 16,732,944
28 November 2028 (both dates
inclusive)
Total 55,776,480

Vesting period and exercise period of share options:

Subject to the fulfillment of the performance target as set out below, the share options shall be vested and exercised
during the following periods:

Number of

share options

(Collectively
Name of grantee  “Options ) Vesting and exercise period
Mr. Yip 11,155,296 Options | will be vested and exercisable from the expiry of 12 months of
Mr. Lin 5,577,648 the date of grant up to the end of the validity period of 26 September 2028
Ms. Cheung 1,859,216 (for Ms. Cheung) or 28 November 2028 (for Mr. Yip and Mr. Lin).

If the Performance Target 2023 (as defined below) is not met on or before
30 April 2024, Options | (together with Options Il (as defined below)) will
be vested and exercisable after 30 April 2025 on the condition that the
Performance Target 2024 (as defined below) is met.
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23. EQUITY SETTLED SHARE-BASED TRANSACTIONS (CONTINUED)

Number of
share options
(Collectively

Name of grantee  “Options Il) Vesting and exercise period
Mr. Yip 11,155,296 Options Il will be vested and exercisable from the expiry of 24 months of
Mr. Lin 5,577,648 the date of grant up to the end of the validity period of 26 September 2028
Ms. Cheung 1,859,216 (for Ms. Cheung) or 28 November 2028 (for Mr. Yip and Mr. Lin).
If the Performance Target 2024 is not met on or before 30 April 2025,
Options Il (together with Options |, if not vested) will be vested and
exercisable after 30 April 2026 on the condition that the Performance
Target 2025 (as defined below) is met.
Number of

share options
(Collectively

Name of grantee  “Options Ill) Vesting and exercise period

Mr. Yip 11,155,296 Options Il will be vested and exercisable from the expiry of 36 months of
Mr. Lin 5,577,648 the date of grant up to the end of the validity period of 26 September 2028
Ms. Cheung 1,859,216 (for Ms. Cheung) or 28 November 2028 (for Mr. Yip and Mr. Lin).

If the Performance Target 2025 (as defined below) is met on or before 30
April 2026, Options Il (together with Options | and Options I, if not vested)
will be vested and exercisable after 30 April 2026. However, if the 2025
Performance Target is not met on or before 30 April 2026, Options llI
(together with the Options | and Options I, if not vested) will automatically
lapse.

Performance target:
The vesting and exercise of the share options shall be subject to the following performance target:

Performance period

Performance target

For the financial year ended 31 December 2023

For the financial year ending 31 December 2024

For the financial year ending 31 December 2025

Net Profit shall not be lower than HK$15,000,000*
(“Performance Target 2023")

Net Profit shall not be lower than HK$22,500,000*
(“Performance Target 2024")

Net Profit shall not be lower than HK$30,000,000*
(“Performance Target 2025")

Before recognition of share-based payments
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23. EQUITY SETTLED SHARE-BASED TRANSACTIONS (CONTINUED)

Clawback Mechanism

Save for the early termination events as set out in the Scheme, which are applicable to all the grantees, the share
options shall lapse if a grantee ceases to be an employee of the Company by reason of (i) termination of the
grantee’s employment or contractual engagement with the Group by reason of his/her permanent physical or mental
disablement, or (i) termination of the grantee’s employment or contractual engagement with the Group by reason of
redundancy, any outstanding share options (to the extent not already exercised) shall immediately lapse, unless the
Board of directors of the Company determines otherwise at their absolute discretion.

The exercise price of options outstanding at 31 December 2023 is HK$1.09 and their weighted average remaining
contractual life was 4.9 years.

Of the total number of options outstanding of 55,776,480 at 31 December 2023, none of the options had vested and
were exercisable.

The fair value of the share options at their respective dates of grant amounted to HK$25,099,000. The weighted
average fair value of each option granted during the year was approximately HK$0.45.

The following information is relevant in the determination of the fair value of options granted during the year under the
Scheme operated by the Group.

2023
Equity-settled
Option pricing model used Binomial lattice
Weighted average share price at grant date HK$0.94
Exercise price, subject to adjustment HK$1.09
Expected volatility 65%
Expected dividend growth rate 0%
Risk-free interest rate 4%

The volatility assumption, measured at the standard deviation of expected share price returns, is based on a statistical
analysis of daily share prices over the last five years.

The Group did not enter into any share-based payment transactions with parties other than the aforementioned
employees during the current or previous year.

The share-based payments of HK$11,050,000 (2022: Nil) recognised during the year ended 31 December 2023 were
included in key management personnel compensation.
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24. CAPITAL, RESERVES AND DIVIDENDS

(a) Movements in components of equity
The reconciliation between the opening and closing balances of each component of the Group’s consolidated
equity is set out in the consolidated statement of changes in equity. Details of the changes in the Company’s
individual components of equity between the beginning and the end of the year are set out below:

The Company
Share
Share Share option Accumulated
capital premium reserve losses Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Balance at 1 January 2022 4,648 145,830 - (139,767) 10,711
Change in equity for 2022:
Proceeds from placing of new shares,
net of expenses (Note 24(c)(ii)) 930 67,745 - - 68,675
Loss and total comprehensive income
for the year - - - (16,177) (16,177)
Balance at 31 December 2022 and
1 January 2023 5,578 213,575 - (155,944) 63,209
Change in equity for 2023:
Share-based payments (note 23) - - 11,050 - 11,050
Loss and total comprehensive income
for the year - - - (31,448) (31,448)
Balance at 31 December 2023 5,578 213,575 11,050 (187,392) 42,811

(b) Dividends

No interim and final dividend were declared and proposed respectively in respect of the years ended 31
December 2023 and 2022.
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24. CAPITAL, RESERVES AND DIVIDENDS (CONTINUED)

(c) Share capital
(i)  Authorised and issued share capital

At 31 December 2023

At 31 December 2022

Number of Share  Number of Share
shares capital shares capital
’000 HK$’000 '000 HK$’000
Authorised:
Ordinary shares of HK$0.01 each 2,000,000 20,000 2,000,000 20,000
Ordinary shares, issued and fully paid:
At 1 January 557,765 5,578 464,804 4,648
Proceeds from placing of new shares,
net of expenses - - 92,961 930
At 31 December 557,765 5,578 557,765 5,678

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are
entitled to one vote per share at meetings of the Company. All ordinary shares rank equally with regard to

the Company’s residual assets.

(i)  Proceeds from placing of new shares

On 12 July 2022, the Company completed a placement of 92,960,800 new ordinary shares at a
subscription price of HK$0.75 each for providing additional working capital to the Group. It resulted in a
total cash of HK$68,675,000, net of share issue expense of HK$1,046,000.

(d) Share premium

Under the Companies Law (Revised) of the Cayman lIslands, the funds in the share premium account of the
Company are distributable to the shareholders of the Company provided that immediately following the date on
which the dividend is proposed to be distributed, the Company will be in a position to pay off its debts as they fall

due in the ordinary course of business.

According to the Company’s Memorandum and Articles of Association, dividends may be declared and paid
out of share premium account or any other fund or account which can be authorised for this purpose with the

sanction of an ordinary resolution.
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24. CAPITAL, RESERVES AND DIVIDENDS (CONTINUED)

(e)

(f)

(9)

(h)

Statutory reserve

Statutory reserve was established in accordance with the relevant PRC rules and regulations and the articles of
association of the Company’s subsidiaries incorporated in the PRC. Transfers to the reserve were approved by
the respective board of directors.

KEE (Guangdong) and KEE (Zhejiang) Garment Accessories Limited (‘KEE Zhejiang”), which are wholly foreign
owned enterprises established in the PRC, are required to transfer at least 10% of its net profit (after offsetting
prior year’s losses), as determined under the PRC accounting rules and regulations, to statutory general reserve
until the reserve balance reaches 50% of the registered capital under the PRC Company Law and the articles
of association of these entities. The transfer to this reserve must be made before distribution of dividends to the
equity owners.

Statutory general reserve can be used to make good prior years’ losses, if any, and may be converted into paid-
up capital provided that the balance after such conversion is not less than 25% of the registered capital.

Capital reserve
Capital reserve comprises the following:

- reserves arising prior to and during the reorganisation of the Group during the year ended 31 December
2010;

- reserves arising from the disposal of the Group’s 15% equity interests in a subsidiary during the year ended
31 December 2016, to a related entity without losing control in the subsidiary whereby adjustments were
made to the amounts of controlling interests — capital reserve and non-controlling interests.

Exchange reserve

Exchange reserve comprises all foreign exchange differences arising from the translation of the financial
statements of subsidiaries with functional currencies other than HK$. The reserve is dealt with in accordance with
the accounting policy set out in note 4(n).

Distributability of reserves

At 31 December 2023, the aggregate amount of reserves available for distribution to the equity shareholders of
the Company was HK$37,233,000 (2022: HK$57,631,000).
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24. CAPITAL, RESERVES AND DIVIDENDS (CONTINUED)

(i)

Capital management

The Group’s primary objectives when managing capital are to safeguard the Group’s ability to continue as a
going concern, so that it can continue to provide retuns for shareholders and benefits for other stakeholders,
by pricing products and services commensurately with the level of risk and by securing access to finance at a
reasonable cost.

The Group actively and regularly reviews and manages its capital structure to maintain a balance between the
higher shareholder returns that might be possible with higher levels of borrowings and the advantages and
security afforded by a sound capital position, and makes adjustments to the capital structure in light of changes
in economic conditions. The Group monitors its capital structure on the basis of an adjusted net debt-to-capital
ratio. For this purpose, adjusted net debt is defined as total debts (which includes interest-bearing loans and
borrowings), less cash and cash equivalents. Adjusted capital comprises all components of equity.

The Group’s strategy, is to maintain the adjusted net debt-to-capital ratio (i.e. total debts less cash and cash
equivalents over total equity) below 20%. As at 31 December 2023, the adjusted net debt-to-capital ratio is 7.0%.
As at 31 December 2022, as the total debt is less than cash and cash equivalents, no adjusted debt-to-capital
ratio is calculated. In order to maintain or adjust the ratio, the Group may adjust the amount of dividends paid to
shareholders, issue new shares, return capital to shareholders, raise new debt financing or sell assets to reduce
debt.

Neither the Company nor any of its subsidiaries are subject to externally imposed capital requirements.
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25. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

2023 2022
Note HK$’000 HK$’000
Non-current assets
Property, plant and equipment 1,201 1,639
Right-of-use assets 2,265 1,369
Investments in subsidiaries 26 - -
Rental deposit 84 665
3,550 3,673
Current assets
Amount due from a subsidiary 17,002 16,609
Other receivables and deposit 1,027 411
Cash and cash equivalents 24,435 52,747
42,464 69,767
Current liabilities
Other payables 1,197 1,440
Amount due to a related party - 7,393
Lease liabilities 1,619 1 ’1 14
2,816 9,947
Net current assets 39,648 59,820
Total assets less current liabilities 43,198 63,493
Non-current liabilities
Lease liabilities 387 284
Net assets 42,811 63,209
Capital and reserves
Share capital 24(c)(i) 5,578 5,578
Reserves 37,233 57,631
Total equity 24(a) 42,811 63,209

Approved and authorised for issue by the board of directors on 12 April 2024.

Yip Siu Lun Dave Wu Cody Zhuo-xuan
Director Director
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26. INVESTMENTS IN SUBSIDIARIES

The following list contains only the particulars of subsidiaries which principally affected the results, assets or liabilities of
the Group. The class of shares held is ordinary unless otherwise stated.

Place of
incorporation/
establishment
and business Issued and fully Attributable
Name of company operation paid up capital equity interest Principal activities
Direct Indirect
KEE International BVI Limited BVI 2 shares of US$ 1 each 85% - Investment holding
(‘KEE International BVI")
KEE Zippers Hong Kong 1,000,000 shares - 85%  Trading of zipper products
KEE Guangdong* The PRC HK$137,500,000 - 85%  Manufacture and sale of
Zipper products
KEE Zhejiang” The PRC USD8, 760,000 - 85%  Manufacture and sale of
Zipper products
KEE (Hubei) Zippers Manufacturing Limited* The PRC RMB38,000,000 - 85%  Manufacture and sale of
(‘KEE Hubei") Zipper products
Foshan UNA Cultural Gifts Co., Limited* The PRC RMB3,000,000 - 85%  Design and sale of garment
accessories
I mRRREERAA The PRC RMB100,000 - 100%  Provision of property

management service

These are wholly foreign-owned enterprises in the PRC.

These are companies with limited liability in the PRC.
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26. INVESTMENTS IN SUBSIDIARIES (CONTINUED)

The following table listed out the information relating to a subsidiary, KEE International BVI, which has material non-
controlling interest (“NCI”) as at 31 December 2023. The summarised financial information presented below represents
the amounts before any inter-company elimination.

2023 2022
HK$’000 HK$’000
NCI percentage 15% 15%
Current assets 134,078 129,358
Non-current assets 77,600 119,493
Current liabilities (89,346) (84,006)
Non-current liabilities (55,127) (21,501)
Net assets 67,205 143,344
Carrying amount of NCI 10,081 21,502
Revenue 233,677 215,578
(Loss)/profit for the year (72,176) 16,973
Total comprehensive income (76,138) (10,639)
(Loss)/profit allocated to NCI (10,826) 2,546
Cash flows from operating activities 19,697 34,061
Cash outflows from investing activities (8,312) (11,847)
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27. COMMITMENTS

Capital commitments outstanding at 31 December 2023 and 2022 not provided for in the consolidated financial
statements were as follows:

28.

2023 2022
HK$°000 HK$’000
Contracted for 4,339 524

MATERIAL RELATED PARTY TRANSACTIONS

On 17 February 2016, Mr. Xu Xipeng resigned as the chairman of the board and chief executive officer of the
Company. Mr. Xu Xipeng and Mr. Xu Xinan, former ultimate controlling parties of the Group, resigned as executive
directors of the Company, but have remained as the directors of KEE International BVI and KEE Zippers, the
subsidiaries of the Company since 17 February 2016. They also hold 15% equity interest in KEE International BVI.

As at 31 December 2023 and 31 December 2022, the directors considered that Huarong is the controlling shareholder
of the Company.

In addition to the transactions disclosed in other parts of these consolidated financial statements, the Group entered
into the following material related party transactions:

(a)

Transactions

Relating to connected transactions

M

(i)

KEE Guangdong renewed a lease agreement which expired on 31 December 2022 for a term of two years
ending 31 December 2024 in respect of certain leasehold land and buildings entered into with Mr. Xu
Xipeng and Mr. Xu Xinan, the senior management of the Group. During the year ended 31 December 2023,
the rentals paid (VAT included) by the Group under this lease agreement amounted to HK$5,719,000
(RMBS5,148,000 equivalent) (2022: HK$5,516,000 (RMB4,728,000 equivalent)).

KEE Zippers and KEE Zhejiang have agreed to lease certain leasehold land and buildings from Classic
Winner Limited (“Classic Winner”) and Foshan City Nanhai Jinheming Investment Company Limited
(“Nanhai Jinheming”) respectively which are owned by Mr Xu Xipeng and Mr Xu Xinan. These two lease
agreements were renewed again for a term of two years commencing from 16 January 2022. The rentals
(VAT included) paid by the Group to Classic Winner and Nanhai Jinheming for the year ended 31 December
2023 amounted to HK$648,000 (2022: HK$651,000) and HK$8,344,000 (RMB7,511,000 equivalent) (2022:
HK$8,642,000 (RMB 7,407,000 equivalent)) respectively. As at 31 December 2023, the rental deposit
paid by the Group to Nanhai Jinheming amounted to HK$2,072,000 (RMB1,878,000 equivalent) (2022:
HK$2,102,000 (RMB1,878,000 equivalent)).

128 cHINA APEX GROUP LIMITED / 2023 ANNUAL REPORT



Notes to the Consolidated Financial Statements

31 December 2023

28. MATERIAL RELATED PARTY TRANSACTIONS (CONTINUED)

(a)

(b)

Transactions (Continued)

Relating to connected transactions (Continued)

(i)

(iv)

KEE Guangdong renewed a lease agreement which expired on 31 August 2021 for a term of two years
ended 31 August 2023 with KEE (Jingmen) Garment Accessories Limited (“KEE Jingmen”) which
are owned by Mr. Xu Xipeng and Mr. Xu Xinan in respect of certain leasehold land and buildings. The
Group amended the lease agreement which changed the lessee from KEE Guangdong to KEE Hubei
commencing from 1 May 2022. During the year ended 31 December 2023, the lease payment paid (VAT
included) by the Group under this lease agreement amounted to HK$4,737,000 (RMB4,264,000 equivalent)
(2022:HK$7,462,000 (RMB6,396,000 equivalent)).

KEE Hubei entered into a lease agreement with KEE Jingmen which is owned by Mr. Xu Xipeng and Mr. Xu
Xinan commencing from 1 June 2022 to 31 August 2023 in respect of certain leasehold land and buildings.
During the year ended 31 December 2023, the rentals paid (VAT included) by the Group under this lease
agreement amounted to HK$2,183,000 (RMB1,965,000 equivalent) (2022: HK$1,147,000 (RMB983,000
equivalent)).

On 31 August 2023, KEE Jingmen as lessor and KEE Hubei as lessee entered into a lease agreement
for leasehold land and buildings for a term of 6 years from 1 September 2023 to 31 August 2029
which replaced the leases expired on 31 August 2023 as mentioned in note 28(a)(iii) and (iv). During the
year ended 31 December 2023, the lease payment paid (VAT included) by the Group under this lease
agreement amounted to HK$4,309,000 (RMB3,879,000 equivalent) (2022: Nil). As at 31 December
2023, the rental deposit paid by the Group to KEE Jingmen amounted to HK$3,229,000 (RMB2,909,000
equivalent).

The above related party transactions constituted connected transactions as defined in Chapter 14A of the
Listing Rules and have already been recognised as right-of-use assets in the consolidated financial statements.
The disclosures required by Chapter 14A of the Listing Rules are provided in section headed “Connected
Transactions” of the report of the directors.

Key management personnel compensation

Remuneration for key management personnel of the Group, including amounts paid to the Company’s directors as
disclosed in note 11 and the highest paid employees as disclosed in note 12, is as follows:

2023 2022

HK$’000 HK$’000

Short-term employee benefits 16,272 10,759
Retirement scheme contribution 140 96
Share-based compensation 11,050 -
27,462 10,855

Total remuneration is included in “staff costs” (note 9(a)).
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29. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

2023 2023 2022 2022

Advance from Lease Advance from Lease
a related party liabilities a related party liabilities
HK$’000 HK$’000 HK$'000 HK$'000

Cash flows arising from financing activities
As at 1 January 7,393 43,088 2,238 50,295
Cash flow from financing activities

Payment of lease liabilities (including interests)

(note 22(b)) - (25,989) - (23,297)
Advance received - - 8,155 -
Repayment (7,393) - (3,000) -

Other changes (note 22(b)):
Interest expense - 3,224 - 3,851
Inception of new leases during the year - 4,434 - 11,703
Modification of leases - 48,038 - 4,997
Early termination of lease - - - (439)
Exchange adjustments - (786) - (4,022)
As at 31 December - 72,009 7,393 43,088

30. FINANCIAL RISK MANAGEMENT AND FAIR VALUES

Exposure to credit, interest rate, liquidity, currency and equity price risks arises in the normal course of the Group’s
business. The Group’s exposure to these risks and the financial risk management policies and practices used by the
Group to manage these risks are described below.

(a) Creditrisk
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in a financial
loss to the Group. The Group’s credit risk is primarily attributable to cash and cash equivalents, trade debtors
and bills receivable and other debtors and rental deposits. The Group’s exposure to credit risk arising from
cash and cash equivalents is limited because the counterparties are banks with high credit-ratings assigned by
international credit-rating agencies for which the Group considers to have low credit risk.
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30. FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)

(a)

Credit risk (Continued)
Trade debtors, bills receivable and unbilled receivable

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer rather
than the industry or country in which the customers operate and therefore certain concentration of credit risk
primarily arise when the Group has significant exposure to individual customers. At the end of the reporting
period, 23% (2022: 33%) of the total trade receivables from sales of zippers and related products were due
from the Group’s five largest customers. As for the unbilled receivable of approximately HK$34,608,000 (2022:
Nil) from provision of property management service, the amount is due from the sole customer of property
management business segment.

Individual credit evaluations are performed on all customers requiring credit over a certain amount. These
evaluations focus on the customer’s past history of making payments when due and current ability to pay, and
take into account information specific to the customer as well as pertaining to the economic environment in
which the customer operates. Trade receivables are due within 30-90 days from the date of billing. Debtors with
balances that are past due are usually requested to settle all outstanding balances before any further credit is
granted. Normally, the Group does not obtain collateral from customers. As for the unbilled receivable, invoices
should be issued and settled on monthly basis.

The Group measures loss allowances for trade debtors and bills receivable of zipper business at an amount equal
to lifetime ECLs, which is calculated using a provision matrix. As the Group’s historical credit loss experience
does not indicate significantly different loss patterns for different customers which are primary customers of
Zipper segment from Mainland China, the loss allowance based on past due status is not further distinguished
between the Group’s different customer bases.
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30. FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)

(@) Credit risk (Continued)
Trade debtors, bills receivable and unbilled receivable (Continued)

The following tables provide information about the Group’s exposure to credit risk and ECLs for trade debtors
and bills receivable as at 31 December 2023 and 2022:

Gross
Expected carrying Loss
2023 loss rate amount allowance
(%) HK$’000 HK$°000
Bills receivable 0 6,049 -
Current (not past due) 0.72 35,634 256
1-30 days past due 0.84 11,999 101
31-60 days past due 0.91 7,809 71
61-90 days past due 1.10 2,091 23
91-360 days past due 2.33 1,115 26
More than 360 days past due 100 1,042 1,042
65,739 1,519

Gross
Expected carrying Loss
2022 loss rate amount allowance
(%) HK$'000 HK$’000
Bills receivable 0 4,666 -
Current (not past due) 0.052 19,258 10
1-30 days past due 0.131 7,382 10
31-60 days past due 0.355 3,181 11
61-90 days past due 0.807 1,509 12
91-360 days past due 2.801 1,063 30
More than 360 days past due 100 1,104 1,104
38,163 1,177

Expected loss rates are based on actual loss experience over the past one year. These rates are adjusted
to reflect differences between economic conditions during the period over which the historic data has been
collected, current conditions and the Group’s view of economic conditions over the expected lives of the
receivables.
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30. FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)

(a)

Credit risk (Continued)
Trade debtors, bills receivable and unbilled receivable (Continued)

Movement in the loss allowance account in respect of trade debtors and bills receivable during the year are as
follows:

2023 2022

HK$°000 HK$’'000

Balance at 1 January 1,177 1,469
Reversal of impairment losses (137) (258)
Impairment losses recognised during the year 497 83
Exchange adjustments (18) (117)
Balance at 31 December 1,519 1,177

The net increase in impairment losses during the year ended 31 December 2023 is mainly due to increase in total
balances of trade receivables past due between current and 90 days.

The net decrease in impairment loss during the year ended 31 December 2022 is mainly due to decrease in total
balances of trade receivables past due between 91 and 360 days.

No ECLs on bills receivable has been recognised for years ended 31 December 2022 and 2023 as the amount
involved is insignificant.

Unbilled receivable

The unbilled receivable from the property management service segment amounting to HK$34,608,000 (2022:
Nil) and was not past due as at 31 December 2023. Management considered the ECL on this receivable is
insignificant after taking into account the counter-party’s existing and future financial position and performance.

Other financial assets at amortised cost

As at 31 December 2023 and 2022, in addition to the cash and cash equivalents which are considered to have
low credit risk, other financial assets at amortised cost of the Group mainly include rental deposits and other
debtors. The ECLs on other financial assets which did not have significant increase in credit risk during the
reporting period were considered by management to be insignificant.
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30. FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)

(b)

(c)

Interest rate risk

As at 31 December 2023 and 2022, the Group had no interest bearing borrowings other than lease liabilities
which are carried at average fixed interest rate of 6% (2022: 8%) as shown in note 22 and all its interest bearing
financial assets are mainly bank deposits with maturity no more than one year. Accordingly, the Group’s cash
flow interest rate risk is considered insignificant.

Liquidity risk

Individual operating entities within the Group are responsible for their own cash management, including the
short term investments of cash surpluses and the raising of loans to cover expected cash demands, subject to
approval by the parent company’s board when the borrowings exceed certain predetermined levels of authority.

The Group’s policy is to regularly monitor its liquidity requirements and its compliance with lending covenants,
if any, to ensure that it maintains sufficient reserves of cash and readily realisable marketable securities and
adequate committed lines of funding from major financial institutions to meet its liquidity requirements in the short
and longer term.

The maturity of the financial liabilities is set below:

Year ended 31 December 2023

Total More than More than

contractual Within 1yearbut  2years but

Carrying undiscounted 1year oron no more than less than
amount cash flow demand 2 years 5years Over 5 years
HK$’000 HK$'000 HK$’000 HK$000 HK$’000 HK$’000
Trade and other payables 57,377 57,377 57,377 - - -
Lease liabilities 72,009 83,310 19,142 14,773 40,064 9,331
129,386 140,687 76,519 14,773 40,064 9,331
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30. FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)

(c)

(d)

(e)

Liquidity risk (Continued)
Year ended 31 December 2022

Total More than More than

contractual Within 1 year but 2 years but

Carrying  undiscounted 1yearoron  nomore than less than

amount cash flow demand 2 years 5 years

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Trade and other payables 40,157 40,157 40,157 - -
Amount due to a related party 7,393 7,393 7,393 - -
Lease liabilities 43,088 46,675 24,881 15,397 6,397
90,638 94,225 72,431 15,397 6,397

Currency risk

The Group is exposed to currency risk primarily through sales and bank deposits which give rise to receivables
and cash balances that are denominated in United States Dollars (“USD”) primarily under KEE Zippers and KEE
Guangdong.

As HK$ is pegged to USD, the Group considers the risk of movements in exchange rates between USD and HK$
to be insignificant.

The Group had RMB denominated bank deposits amounting to HK$93,000 (2022: HK$182,000) that was held
by KEE Zippers and KEE Holdings for which HK$ is their functional currency. In addition, the year Group had
HK$ denominated inter-company other receivables amounting to HK$152,046,000 (2022: HK$149,250,000) that
were held by KEE Guangdong, KEE Zhejiang and KEE Hubei for which RMB is their functional currency.

Sensitivity analysis

At 31 December 2023, it is estimated that a general appreciation/depreciation of 0.5% in HK$ against RMB,
with all other variables held constant, would have decreased/increased the Group’s net loss for the year and
decreased/increased accumulated losses by approximately HK$760,000 (2022: increased/decreased net profit
and decreased/increased accumulated losses by approximately HK$745,000).

The sensitivity analysis assumes that the change in foreign exchange rate had been applied to re-measure the
bank deposits and the inter-company other receivables which expose the Group to foreign currency risk at
the end of the reporting period. The analysis excludes differences that would result from the translation of the
financial statements of foreign operations into the Group’s presentation currency. The Group currently has no
hedging arrangement for foreign currencies. The management will continue to monitor the foreign exchange
exposure and will consider hedging significant foreign currency exposure should the need arise.

Equity price risk
The Group has no such risk during the year.
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30. FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)

(f) Financial instruments and fair values
The Group’s financial instruments at the end of reporting period were analysed as below:

Financial assets 2023 2022
HK$’000 HK$’000

Financial assets at amortised costs

Trade and other receivables 102,059 37,440
Cash and cash equivalents 63,332 105,266
Time deposit with original maturity over 3 months 571 -
Rental deposits (non-current) 3,357 5,382

169,319 148,088

Financial liabilities
Financial liabilities at amortised cost

Amount due to a related party - 7,393
Trade and other payables 57,377 40,157

57,377 47,550
Lease liabilities 72,009 43,088

The carrying amounts of the Group’s financial instruments were not materially different from their fair values as at
the end of respective reporting periods.
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31. EVENTS AFTER THE END OF THE REPORTING PERIOD

(a)

(b)

(c)

On 15 January 2024, (i) Classic Winner as lessor and KEE Zippers, an indirect 85%-owned subsidiary of the
Company as lessee, entered into a lease renewal agreement in relation to the renewal of the lease of the existing
premises for a term of two years commencing from 16 January 2024; and (i) Nanhai Jinheming as lessor and
KEE Zhejiang, an indirect 85%-owned subsidiary of the Company as lessee entered into a lease supplemental
agreement in relation to the extension of the lease of the existing properties to 31 May 2024.

On 19 January 2024, a total of 16,733,000 new shares of the Company are successfully placed by a placing
agent to not less than six placees at the placing price of HK$1.21 per share pursuant to the terms and conditions
of a placing agreement, representing approximately 2.91% of the issued share capital of the Company as
enlarged by the allotment and issue of the placing shares immediately upon completion. The net proceeds (after
deducting the placing commission and other related expenses and professional fees) from the placing amounted
to approximately HK$19.89 million.

Pursuant to the resolution passed at the extraordinary general meeting on 21 March 2024 and subject to and
conditional upon the necessary approval of the Registrar of Companies in the Cayman Islands being obtained,
the English name of the Company will be changed from “China Apex Group Limited” to “Gilston Group Limited”
and dual foreign name in Chinese of the Company from “REIEZEEE AR AR]” to “EEEEER AR,

32. APPROVAL OF CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were approved and authorised for issue by the Board on 12 April 2024.
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Glossary

In this report, unless the context otherwise requires, the following terms shall have the following meanings:

“Board” means  the Board of Directors

“CG Code” means code on corporate governance practices as set out in Appendix C2 to the
Listing Rules

“Company” means China Apex Group Limited, an exempted company incorporated with limited
liability under the laws of the Cayman Islands on 6 July 2010, the Shares of
which are listed on the Main Board of the Stock Exchange

“Director(s)” means  the Director(s) of the Company

“Group” means the Company and its subsidiaries

“HK$” and “HK cents” means Hong Kong dollars and cents respectively, the lawful currency of Hong Kong

“Hong Kong” means the Hong Kong Special Administrative Region of the PRC

“Listing Rules” means the Rules Governing the Listing of Securities on the Stock Exchange

“Main Board” means the stock market operated by the Stock Exchange, which excludes the GEM
and the options market

“Model Code” means the Model Code for Securities Transactions by Directors of Listed Issuers as
set out in Appendix C3 to the Listing Rules

“OEM” means original equipment manufacturer or manufacturing

“PRC” or “China” or means the People’s Republic of China excluding, for the purpose of this report,

“Mainland China” Hong Kong, the Macau Special Administrative Region of the PRC and

Taiwan

“BRMB” means Renminbi, the lawful currency of the PRC

“Share(s)” means share(s) of HK$0.01 each in the share capital of the Company

“Shareholder(s)” means holder(s) of issued Share(s)

“Stock Exchange” means  The Stock Exchange of Hong Kong Limited

* The English translation or transliteration of the Chinese name(s), where indicated, is included for information purposes only, and should not be regarded as

the official English name(s) of such Chinese name(s).
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