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Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”)
of Longhui International Holdings Limited (the “Company”) (together
with its subsidiaries, the “Group”), | hereby present to you the
annual results for the year ended 31 December 2023.

BUSINESS REVIEW

We are principally engaged in the hotpot restaurant business in the
People’s Republic of China (the “PRC”). The Group’s revenue
increased by approximately 13.8% from approximately RMB72.3
million in 2022 to approximately RMB82.3 million in 2023. Loss for
the year attributable to owners of the Company for 2023 was
approximately RMB14.4 million (2022: approximately RMB62.3
million). Basic loss per share for 2023 was approximately RMB14.3
cents (2022: approximately RMB77.2 cents).

The decrease in loss for the year ended 31 December 2023 was
mainly attributable to the increase in customer flow and the
improved operating performance as a result of the lifting of the
novel coronavirus (the “COVID-19") pandemic control measures and
the closure of 3 underperformed restaurants. The number of
restaurants dropped to 9 during the year ended 31 December 2023
(2022: 12).

The Board would like to assure the potential investors and the
shareholders of the Company (the “Shareholders”) that the Board
is committed to (i) supervising the management of the Group and to
maintain sound and effective internal controls to safeguard the
Shareholders’ investment and the Group’s assets; and (ii)
continuously and proactively strengthening the corporate governance
of the Company to establish a solid foundation for the operation
and future growth in order to maximise the value of the Company
and hence the return to the Shareholders.
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APPRECIATION

Finally, on behalf of the Board, | would like to take this opportunity
to express my sincere appreciation to our staff for their dedication
and commitment as well as to our valued Shareholders, customers,
suppliers and other business partners for their support and
encouragement to the Group in the past years.

Hung Shui Chak
Chairman

Hong Kong, 28 March 2024
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BUSINESS REVIEW

The Group is principally engaged in the hotpot restaurant business in
the PRC with the brands of Faigo (“}E&F") and Xiao Faigo Hotpot
("/NEEET A ER ). The target customers of the restaurants operating
under the brand of Faigo (“¥#EF") are mainly high-income group
while those under the brand of Xiao Faigo Hotpot (/N &F A §8 ")
are mainly middle-income group.

The Group specializes in seafood hotpot cuisine with a signature
menu which is characterised by the aromatic soup base and a wide
range of selection of seafood and beef. The Company started its
first restaurant in Shanghai in 2004 under the brand Faigo and
gradually expanded its restaurant network to other major cities in
the PRC including Beijing, Shenzhen, Nanjing and Hangzhou since
2010.

In 2013, Sina Weibo, a popular social media in the PRC, chose the
brand Faigo as one of the most popular restaurants amongst
foodies — 20BFHXLEEENAREERE" In 2014, the
Company was named as a five-star merchant by dianping.com, a
widely used search engine for restaurants in the PRC. The brand
Faigo was named as one of the top 10 hotpot brand in 2016 by the
China Hotel Association. In 2018, Xiao Faigo Hotpot (“/]Ni&E&F A $H")
was awarded “China’s Top 100 Hotpot Enterprises in 2017 (20174
B AT R ZE)” by China Cuisine Association.

In 2020, the Group continued to rank among the Top 20 Hotpot
Restaurants in China 2020 ({20207 B X #Top 20)) in the Annual
Report on Catering Industry of China in 2020 ({20207 B & 8k 2 F
fE#]R4)) co-published by China Hotel association and Xinhuanet.
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Set forth below are certain key performance indicators of the
restaurants operating under the brands of Xiao Faigo Hotpot (“/)\ &

P8 ") in different regions in the PRC.

Management Discussion and Analysis
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Year ended 31 December

BE+t-A=1+t—HLEE

2023 2022
—E-=f —EF-—

Revenue (in RMB’000) K= (AR¥ T
Shanghai fapis! 24,590 21,964
Wuxi 55 1,673 3,747
Other cities E ™ — 1,420
Nationwide = 26,263 27,131
Number of restaurants as at 31 December R+ZB=+—BHEREHE
Shanghai lapis} 5 7
Wuxi % 15 — 1
Nationwide S 5 8
Average number of customers per day BIEAYEEEMEY

per restaurant (ote 7
Shanghai ladis} 94 82
Wuxi &5 86 92
Other cities EAb 3 — 96
Nationwide £ 93 84
Seat turnover rate per day per BEAYEE A ERmE

restaurant Wote 2
Shanghai fapis} 0.9 0.8
Wuxi = 85 1.0 1.0
Other cities E Ay — 1.1
Nationwide 23 1.0 0.8
Average daily revenue per restaurant BEAYHE

(in RMB) (Wote 3) (A R &) #z)
Shanghai ladis} 10,250 8,510
Wuxi 15 10,456 10,266
Other cities E fb 5 — 10,923
Nationwide 25 10,263 8,820
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Year ended 31 December

BE+-A=t—-HLEE

2023 2022
—g-= =Ede
Average spending per customer BEEAYHEE
(in RMB) (Note 4) (AE%) €=

Shanghai Hadis} 109 104
Wuxi S 122 111
Other cities E b 358 T — 14
Nationwide 2H 110 106
Notes: Wi &

(1) Calculated as total customer traffic for the year divided by total restaurant (1) FEFE EEBEEREARBRUFARIESLE
operation days during the year. =S e

2) Calculated as total customer traffic for the year divided by total restaurant  (2) FESEA E2FEREREAEBRUFARIESE
operation days and average seating capacity per restaurant during the year. HEEBERAEEFES -

(3) Calculated as revenue for the year divided by total restaurant operation days  (3) HERE FRARERAFARELEERAH -
during the year.

(4) Calculated as revenue before business tax/value added tax for the year divided  (4) RTEE FEARIBREER A B AT U 25 BR A
by total customer traffic for the year. FRNEERELH -

Set forth below are certain key performance indicators of the 3 %Il & 1 B N B b (2 LA [ BF | e 4R
restaurants operating under the brand of Faigo (“#8%[") in different RIEMNE TEBERIEIZ -
regions in the PRC.

Year ended 31 December

BE+t-A=1t—-BLHFE

2023 2022
= A 5= A

Revenue (in RMB’000) KR(ARE T
Shanghai lapis} 56,010 43,824
Other cities H b — 1,324
Nationwide 2 56,010 45,148
Number of restaurants as at 31 December R+=—A=+—HHWBRIEHE
Shanghai s 4 4
Nationwide % [ 4 4
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Year ended 31 December

BE+t-A=1t—HLEE

2023 2022
ST =g iF EERE = A=
Average number of customers per day per EJE R EZRE WLV
restaurant ot 7
Shanghai & 48 39
Other cities E Ay — 7
Nationwide 2 48 19
Seat turnover rate per day per BEAYEE AN EEHED
restaurant (Vote 2
Shanghai Hupis} 0.4 0.3
Other cities E Ay — 0.1
Nationwide £ 0.4 0.2
Average daily revenue per restaurant BEAYHE
(in RMB) (ote 3 (AR ) #e)
Shanghai 8 38,363 36,039
Other cities Efmm — 3,805
Nationwide £ 38,363 17,459
Average spending per customer BEEAYHEE
(in RMB) (Note 4) (* E ﬁg)(ﬂ#é’ﬂ
Shanghai & 806 923
Other cities HEphm — 554
Nationwide z 806 906
Notes: B it -
(1) Calculated as total customer traffic for the year divided by total restaurant (1) FEAE EFERRELAERUFARIELEE
operation days during the year. H#iagr -
(2) Calculated as total customer traffic for the year divided by total restaurant  (2) HERA ETFERAELABRBUFARIEEE

operation days and average seating capacity per restaurant during the year.

(3) Calculated as revenue for the year divided by total restaurant operation days

during the year.

4) Calculated as revenue before business tax/value added tax for the year divided

by total customer traffic for the year.

FESBRNEETIER -

HEFE  FRARERAFAREEERBE -

SHE TR F AR E B B B AT R R A
FRAEEREHER -

2023 F %R
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Following the relaxing of anti-pandemic measures by the central
government in early 2023, the consumer market in China showed
signs of recovery, with a notable increase in consumers’ inclination
to dine at restaurants. The management looks forward to a recovery
in the economy. The overall opening of domestic epidemic
prevention and control measures expand domestic demand and
promote consumption, the consumer market will recover steadily.

The concern of food safety in the PRC from the consumers is an
issue that each and every restaurant chain in the PRC needs to
respond. The Group realizes that the reputation which takes years to
build and protect can be ruined by one single food safety incident
and therefore the Group attaches paramount importance to the
safety and quality of food and has in place a reliable procurement
system which ensures visibility and traceability of food ingredients
throughout the catering service industry value chain. To minimize the
risk of contamination, the Group provides comprehensive training to
its staff, specifically focusing on food preparation practices. These
measures are in place to guarantee that the food served at the table
is safe for consumption.

Looking forward to 2024, the primary focus of the Group remains
on product quality. The Group uphold the philosophy of “seizing
market opportunities through reform and gaining market shares
through transformation and upgrades”. The determination to
overcome upcoming challenges remains unwavering and the Group
aims to introduce even more innovative ideas to solidify its position
as a leading force in the catering industry.

The ultimate goal of the Group is to become the brand with the
highest market capitalization in the Asia-Pacific catering industry.
With a strong commitment to transformation and product quality,
the Group holds the utmost confidence in establishing the company
as the foremost leader in casual restaurants throughout China.
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Management Discussion and Analysis

FINANCIAL REVIEW

Revenue

The Group's revenue increased by approximately 13.8% from
approximately RMB72.3 million in 2022 to approximately RMB82.3
million in 2023. The increase was mainly due to the increase in
customer flow and the improved operating performance as a result
of the lifting of the COVID-19 pandemic control measures

Foods and beverage and other materials consumables
used

The Group’s foods and beverage and other materials consumables
costs mainly represents the costs of food ingredients for the hotpot
business, and were one of the largest component of the Group's
operating expenses. The foods and beverage and other materials
consumables costs increased by approximately 14.5% from
approximately RMB24.2 million in 2022 to approximately RMB27.8
million in 2023.

Employee benefits and related expenses

The Group’s employee benefits and related expenses, being one of
the largest components of the operating expenses of the Group,
consist of wages and salaries, labour outsourcing expenses, defined
contribution plan, other social security costs and housing benefits
and other employee benefits.

The employee benefits and related expenses decreased by
approximately 2.2% from approximately RMB38.8 million in 2022 to
approximately RMB38.0 million in 2023, mainly attributable to the
closure of several restaurants.

The Group entered into an agreement with a third party agent who
provides catering outsourcing services. Pursuant to the agreement,
the Group outsources a portion of its low-level positions, such as
waiter or waitress, kitchen assistants etc. The Group pays annual
service fee and other related cost, such as training and social
welfare.

Property rentals and related expenses

Following the closure of those underperformed restaurants, the
Group's property rentals and related expenses decreased by
approximately 46.6% from approximately RMB11.8 million in 2022 to
approximately RMB6.3 million in 2023.
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Management Discussion and Analysis

EEEN®R DM

Depreciation, amortisation, impairment and write-off of
property, plant and equipment and right-of-use assets

Following the closure of those underperformed restaurants, the
Group’s depreciation, amortisation, impairment and write-off of
property, plant and equipment and right-of-use assets decreased by
approximately 10.4% from approximately RMB20.1 million in 2022
to approximately RMB18.0 million in 2023.

Other operating expenses

The Group’s other operating expenses, which mainly consist of
professional service expenses, repair and maintenance fee, and
promotion and marketing expenses, decreased by approximately
51.5% from approximately RMB15.7 million in 2022 to approximately
RMB7.6 million in 2023.

Other income, other gains and losses, net

The Group’s other income, other gains and losses, net increased by
approximately 29.5% from approximately RMB5.4 million in 2022 to
approximately RMB7.1 million in 2023, which was mainly attributable
to the increase in gain on lease modification.

Finance expenses, net

The Group's finance expenses mainly represent interest expense on
borrowings, imputed interest on convertible bonds and interest
expense on lease liabilities.

The Group’s net finance expenses decreased by approximately
30.1% from approximately RMB3.0 million in 2022 to approximately
RMB3.8 million in 2023. The increase was mainly attributable to the
increase in interest expense on lease liabilities.

Loss for the year

Loss for the year attributable to owners of the Company for 2023
was approximately RMB14.4 million (2022: approximately RMB62.3
million). Basic loss per share for 2023 was approximately RMB14.3
cents (2022: approximately RMB77.2 cents). The decrease in loss was
mainly attributable to the increase in customer flow and the
improved operating performance as a result of the lifting of the
COVID-19 pandemic control measures and the closure of 3 (2022: 5)
underperformed restaurants. The number of restaurants dropped to
9 during the year ended 31 December 2023 (2022: 12).
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Management Discussion and Analysis

Earnings/losses before interest, tax, depreciation, and
write-off (the “Adjusted EBITDA")

The Company also assesses its operating performance based on the
adjusted EBITDA as additional financial measures. The Adjusted
EBITDA for the year ended 31 December 2023 was approximately
RMB7.3 million (2022: Adjusted EBITDA loss of approximately
RMB15.3 million), representing an increment of 147.8%.

PROSPECTS

Alongside the ending of COVID-19 controls measures in the PRC, the
Group expects the seat turnover rate and average spending will
gradually return to normal and to the level similar to that before the
period of pandemic. On the other hand, the Group will continue
implement the cost-saving and productivity enhancement strategy in
the coming years and expects to maximize the returns of the
Shareholders.

Targeting the High-End Segment

Hotpot restaurants that primarily feature meat as their main food
ingredient tend to have a lower average customer spending
compared to establishments that serve seafood. In response, an
increasing number of hotpot restaurants are expanding their food
offerings to cater to different customer segments. This involves
incorporating seafood into their hotpot menus, which has the
potential to attract more customers from the high-end market.

Furthermore, the Group remains committed to prioritizing the
maintenance of a comfortable dining environment, delivering
attentive services, and providing high-quality fresh ingredients. These
efforts are aimed at retaining and attracting customers from high-
income groups, as they play a significant role in driving revenue
growth for our restaurants.

Inclusive of New Food Ingredients and Flavors

Hotpot dining is embracing the addition of new food ingredients.
Compared to other cooking styles, hotpot is known for its
inclusivity, allowing for easy incorporation of new food options. In
order to maintain customer appeal, hotpot restaurants are
increasingly open to introducing fresh food ingredients in their
menus, going beyond traditional stereotypes associated with hotpot.
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Management Discussion and Analysis
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DIVIDENDS

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

LIQUIDITY, FINANCIAL RESOURCES AND
GEARING RATIO

As at 31 December 2023, the Group recorded cash and cash
equivalents amounting to approximately RMB2.9 million (2022:
approximately RMB1.7 million) and the net current liabilities value
was approximately RMB192.5 million (2022: approximately RMB189.5
million).

The net liabilities value per share of the Company was approximately
RMB1.90 as at 31 December 2023 (2022: approximately RMB2.32).
The net liabilities value per share was computed based on
100,587,278 and 80,667,866 weighted average number of ordinary
shares as at 31 December 2023 and 2022 respectively.

The Group's gearing ratio as at 31 December 2023 was
approximately 0.50 (2022: approximately 0.47), being a ratio of total
debts, including borrowings, amount due to an ultimate controlling
shareholder, amounts due to independent third parties and
convertible bonds, of approximately RMB22.6 million (2022:
approximately RMB20.5 million) to the total assets of approximately
RMBA45.4 million (2022: approximately RMB43.9 million).

USE OF PROCEEDS FROM PLACING OF SHARES

The Company completed a placing of shares on 15 August 2022,
pursuant to which the Company has issued and allotted 28,000,000
shares of the Company (the “Shares”) at a subscription price of
HK$0.65 per placing share. The gross proceeds from the placing of
shares was HK$18.20 million and the net proceeds after deducting
relevant expenses was approximately HK$17.64 million. The net issue
price per placing share based on the net proceeds is HK$0.63.
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Management Discussion and Analysis

EEEN WK DN

The intended and actual use of the net proceeds from the placing of
Shares is stated as below:

Intended use of

Amount of the
net proceeds
utilised as at

RERDMAERBAFENRERERRART
i

Balance of the
net proceeds
unutilised as at

the net 31 December 31 December
proceeds 2023 2023
R=-TB== R-EBE-=%F
== H e 1= =
EBAN REAW
FrBRIEFEN 8 MIE P8 RIE
BRER®ZE FHEEHE FEA
(HK$ million) (HK$ million) (HK$ million)
(B8#T) (B8ET) (B85
Repayment of the existing MBIFE=FEELEE
indebtedness of the Group from IR A (& 7§
independent third parties 15.00 15.00 —
General working capital of the HAEEHAEZEEELE S
Group 2.64 2.64 —
17.64 17.64 =
PLEDGE OF ASSETS EEEF
As at 31 December 2023, the Company had no charges on its assets R-ZTE-ZF+—-A=+—H AQR#E

(2022: Nil).

CAPITAL STRUCTURE

On 10 February 2023, 20 February 2023, 4 August 2023 and 28
December 2023, 701,096 Shares, 701,096 Shares, 2,804,384 Shares
and 2,804,386 Shares were issued respectively in relation to exercise
of share options (the “Share Option”) under the share option
scheme approved and adopted by the Company on 2 June 2021
(the “Share Option Scheme”).

On 31 August 2023, 252,281 Shares were allotted and issued in
relation to conversion of convertible bonds which issued by the
Company on 4 July 2018 (the “Convertible Bonds").

Save as disclosed, the Company had no changes in capital structure
during the year ended 31 December 2023.
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CONVERTIBLE BONDS

Upon the
the terms

share consolidation becoming effective and pursuant to
and conditions of the Convertible Bonds, the conversion

price of the Convertible Bonds and the number of Shares falling to
be allotted and issued upon conversion of the Convertible Bonds
shall be adjusted with effective on 29 June 2022 (the “Share
Consolidation Adjustment 2022") as follows:

2 RS 2

Bein & B E IR - RIR AR BRE S5 IR 5K R
Rt AR ESOBRRERRNBRABK
BEREGTREERBETORNDEESELT

I
o]

B__FROAHARE]D

Immediately before
the Share Consolidation
Adjustment 2022

RE-Z-FRG
EORER
Number of
Shares to be
allotted and
issued upon

exercise of all
the conversion

B - R-E-_—_FXNAZtABEH(=

Immediately after
the Share Consolidation
Adjustment 2022
EE-_E-__£RH
RHREER

Adjusted
number of
Shares to be
allotted and
issued upon
exercise of all
the conversion

rights under the Adjusted rights under the
Conversion Convertible conversion price Convertible
price per Share Bonds per Share Bonds
RITE
BT TRRESFET
TRRESFET MEERER
EEHRER BFEER
HFEER KA BRONERER
BRERE BONROGHE BREARE R4 8E
Convertible Bonds in the amount of SHEB4,414937B TR

HK$4,414,937 AR %5 HK$1.757% 7T 2,522,821 HK$17.507% 7T 252,281
On 31 August 2023, the outstanding Convertible Bonds in the R-ZT-_ZFNA=+—H KEHITHBRK
amount of HK$4,414,937 has been converted into 252,281 Shares. 1&%54,414,937/8 T2 & # 45252,2810% < K=
As at 31 December 2023, the Company had no outstanding ZTZ=F+-F=+—H AQAWTEKRE

Convertible Bonds. BMAIBRKRES -

16

LONGHUI INTERNATIONAL HOLDINGS LIMITED  ANNUAL REPORT 2023



Management Discussion and Analysis

INVESTMENT POSITION AND PLANNING

Save as disclosed, there was no material acquisition or disposal of
subsidiary and associated company or significant investments of the
Group, which would have been required to be disclosed under the
Rules (the “Listing Rules”) Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) for
the year ended 31 December 2023.

CONTINGENT LIABILITIES

The Company acquired the entire equity interest in Longhui
International Catering Management Holdings Limited (the
“Accounting Acquirer”) on 4 July 2018 (the “Acquisition Date").
The substance of the acquisition is a reverse acquisition of the
Company by the Accounting Acquirer and as a result, the acquisition
was accounted for in the consolidated financial statements by
applying the principles of reverse acquisition under IFRS 3 “Business
Combinations”.

On the Acquisition Date, the Group recognised the identifiable
assets and liabilities of the Company as at that date, including the
recorded accrued expenses and other payables of approximately
RMB37,578,000 as disclosed in Note 32 to the consolidated financial
statements in the annual report of the Company for the year ended
31 December 2019.

These recorded accrued expenses and other payables do not include
any of the unknown liabilities of the Company brought forward
from 1 January 2018, which included the amount due to a
deconsolidated subsidiary of approximately HK$1,028,000 (equivalent
to approximately RMB882,000) and unknown other payables of
approximately HK$17,694,000 (equivalent to approximately
RMB15,182,000) (collectively, the “Unknown Liabilities”).

The Company had used its best effort to identify the nature of the
Unknown Liabilities including publishing a public notice which invited
any potential creditors to inform the Company of any debts or
claims.
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With the legal advice provided to the Company, according to
Section 4(1)(a) of the Hong Kong Limitation Ordinance (Chapter
347) provides that actions founded on simple contract shall not be
brought after the expiration of 6 years from the date on which the
course of action accrued whereas Section 4(3) states that an action
upon a specialty shall not be brought after the expiration of 12
years from the date on which the cause of action accrued.

The Directors considered that the origin of the Unknown Liabilities is
unlikely to be created under a deed and among other reasons, given
actions founded on simple contract shall not be brought after 6
years from the date on which the cause of actions accrued pursuant
to the Hong Kong Limitation Ordinance (Chapter 347), any potential
creditors would be statutorily barred from taking action against
another person 6 years after the date when the liabilities were due,
unless such liabilities were created under deed, in which case, the
limitation period shall be 12 years from the date of the liabilities
were due. As the Unknown Liabilities were incurred during the years
ended 31 December 2012 and 2013, if the amounts were created
under simple contract, the payment obligation is expired as at 31
December 2019, or if the liabilities were created under deed, the
payment obligations will expire as at 31 December 2025.

Besides, the Company had entered into a debt assignment
agreement with Global Courage Limited (“Global Courage”), a
former shareholder of the Company, pursuant to which Global
Courage agrees to undertake all outstanding Unknown Liabilities.

Subject to the above matters, the possibility of outflow of economic

resources in the settlement of the Unknown Liabilities by the Group
is not probable.

CAPITAL COMMITMENTS

As at 31 December 2023, save as disclosed elsewhere in this report,
the Group had no other significant capital commitments.
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Management Discussion and Analysis

FOREIGN CURRENCY RISK

Most of the Group’s business transactions, assets and liabilities are
denominated in Renminbi and settled in Renminbi, which is the
functional currency of respective group companies. The Group's
exposure to currency risk is minimal. The Group has not entered into
any instruments on the foreign exchange exposure. The Group will
closely monitor exchange rate movement and will take appropriate
activities to reduce the exchange risk.

EMPLOYEES AND REMUNERATION POLICIES

The number of employees of the Group as at 31 December 2023
was 272 (2022: 350). Employees’ remuneration is commensurate
with their job nature, qualifications and experience. Salaries and
wages are normally reviewed annually based on performance
appraisals and other relevant factors. The Group continues to offer
competitive remuneration packages and bonus to eligible staff,
based on the performance of the Group and the individual
employee.
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EXECUTIVE DIRECTORS

Mr. Hung Shui Chak (“Mr. Hung”) (formerly known as Hung Pan),
aged 54, is the chairman of the Board, an executive Director, a
member of the nomination committee of the Company (the
“Nomination Committee”) and an authorised representative under
the Listing Rules (the “Authorised Representative”) of the
Company. He is also a director of various subsidiaries of the
Company.

Mr. Hung is primarily responsible for formulating the overall
development strategies and business plan of the Group. Mr. Hung
has engaged in the investment and operation of trading of raw
materials in food and catering and automobile business in Hong
Kong prior to 1990. He has vast experiences of investments in
various businesses in the PRC and commenced in investments in the
PRC. He has now accumulated over 20 years of experience in the
management of food and catering industry in the PRC.

Mr. Hung took the overall business development of the Group and
continues to oversee the management of the operations and
business of the Group. He has guided the operations and business
of the Group in adhering to quality and innovation in the operations
since he took up the business development of the Group.

Mr. Hung held a controlling interest in Carsone Car Detailing Service
Company Limited* (BB EBEE)REEXZAFRAF]) (“Carsone”),
a company which principally engaged in motor detailing business in
the PRC, and Mr. Hung disposed of his interest in Carsone to an
independent third party in 2012 and now retains a minority interest
of approximately 5.4% in Carsone. Mr. Hung also remains as a
director of a holding company of Carsone.
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Biographical Details of Directors and Senior Management

EENHREEERBE

In 2011, Mr. Hung and Dragonfair International Limited
("Dragonfair”), a company incorporated in the British Virgin Islands
with limited liability and the entire issued share capital of which was
held by Mr. Hung, were investigated by the Securities and Futures
Commission of Hong Kong and subsequently charged for failure to
perform a duty of disclosure within the specific period without
reasonable excuse contrary to sections 310(1)(@), 313(1)(b), 316(2)(a),
324, 325(1)(a) and 328(a)(ii) of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong) (the “SFO"), which arose
from certain transactions involved the dealing in shares of Kaisun
Energy Group Limited (“KEG"”) (now known as “Kaisun Holdings
Limited”), a company listed on GEM of the Stock Exchange (stock
code: 8203). Such dealings happened on 11 December 2009 when
Dragonfair disposed of 7,000,000 shares of KEG, and the
shareholdings in KEG of Mr. Hung (being the sole shareholder of
Dragonfair) and Dragonfair fell to below 5%, hence ceased to have
a notifiable interest. However, pursuant to sections 310(1)(a), 313(1)
(b), 324 and 325(1)(a) of the SFO, Mr. Hung and Dragonfair came
under a duty to disclose to the Stock Exchange and KEG the
cessation of his/its notifiable interest as a result of such disposal
within the specific period under the SFO, but due to
miscommunication with agents who were asked to prepare the
disclosure forms for Dragonfair and Mr. Hung, such disclosure of
interest notifications were not filed with the Stock Exchange and
KEG until 31 August 2010. The summonses were heard at the
Eastern Magistracy and Mr. Hung and Dragonfair pleaded guilty to
the relevant charges, and each of them was fined HK$4,000 and
ordered to pay legal costs of HK$6,396, which had been fully
settled by Mr. Hung and Dragonfair.

Mr. Hung is the sole shareholder and the sole director of Shui Chak
Group Limited, a company incorporated in the British Virgin Islands
with limited liability and the controlling Shareholder (as defined in
the Listing Rules). Mr. Hung is deemed, by virtue of his interest in
Shui Chak Group Limited, to be interested in 52,842,462 Shares
under the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), representing approximately 50.15% of the
issued share capital of the Company.
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Mr. So Kam Chuen (“Mr. So”), aged 43, is an executive Director.
He is also a director of a subsidiary of the Company and the
supervisor of a subsidiary of the Company.

Mr. So is responsible for overseeing the overall management, day-
to-day operation and production of the Group. He joined the Group
in 2004 and is serving as the Executive Chef and Brand General
Manager of Faigo (¥ &) and Xiao Faigo (/¥ %F) and has over 20
years of experience in the catering industry and operations
management. He joined the catering business in Hong Kong after
finishing school education in Hong Kong in 1997. During his service
with the Group, Mr. So is responsible for overseeing the operations
of all the restaurants of the Group, developing new cuisine,
controlling the quality of food and services of Faigo (¥=F) and Xiao
Faigo (/N SF) to ensure the upscale of food and services.

Mr. So is personally interested in 948,233 shares of the Company,
representing approximately 0.90% of the issued share capital of the
Company.

Mr. Yuan Mingjie (“Mr. Yuan”), aged 44, is an executive Director
and the Authorised Representative.

Mr. Yuan is responsible for overseeing the overall financial
management and reporting and corporate finance matters of the
Group. He has over 21 years of experience in auditing and
accounting in various industries. He was the Vice President and
Corporate Secretary of CY Oriental Holdings Ltd., a company listed
on the Toronto Stock Exchange (stock code: CYO:APH), from 2004
to 2008. He also served as an auditor at PricewaterhouseCoopers
Zhong Tian CPAs Limited Company from 2001 to 2003. Mr. Yuan
served as the Executive Vice President and Chief Operating Officer of
Carsone from 2012 to 2018. Mr. Yuan was awarded a Bachelor
Degree in English Language and Literature from Shanghai
International Studies University (_E/&5NEIFERE) in 2001 and a
Master Degree in Business Administration from Shanghai Jiao Tong
University (/8RB AZ) in 2012.

Mr. Yuan is personally interested in 751,360 shares of the Company,

representing approximately 0.71% of the issued share capital of the
Company.
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Biographical Details of Directors and Senior Management
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Tam Bing Chung Benson (“Mr. Tam”), aged 60, is an
independent non-executive Director, the chairman of the
remuneration committee (the “Remuneration Committee”) and a
member of the audit committee (the “Audit Committee”) of the
Company.

Mr. Tam is a member of The Institute of Chartered Accountants in
England and Wales. He holds a Master of Science degree from
University of Oxford and a Bachelor of Science (Engineering) degree
in civil engineering from Imperial College of University of London.

Mr. Tam is the founder and chief executive officer of Venturous
Group, China’s first Citytech™ Group with a mission to make cities
smarter, since April 2019. From 2002 to 2012, he was a partner of
Fidelity Growth Partners Asia (formerly named Fidelity Asia
Ventures), an Asian venture capital firm with a principal focus on
China. Prior to joining Fidelity Growth Partners Asia, Mr. Tam was an
investment banker and a private equity investor in Europe and Asia
with leading financial institutions. He is currently a director of
several private companies. Mr. Tam is an independent non-executive
director of Yeahka Limited (stock code: 9923), the issued shares of
which are listed on the Stock Exchange. He is an independent
director of Hello Group Inc. (stock symbol: MOMO), the shares of
which are listed on the NASDAQ Stock Exchange. Mr. Tam is also a
director of Podinn Hotel Zhejiang Co., Ltd (NEEQ: 839121), the
shares of which are listed on the National Equities Exchange and
Quotations.

Mr. Cheung Ting Pong (“Mr. Cheung”), aged 44, is an
independent non-executive Director, the chairman of each of the
Audit Committee and the Nomination Committee and a member of
the Remuneration Committee.

Mr. Cheung has over 16 years of experience in financial operations.
He obtained a bachelor's degree in business administration
(accountancy) from the City University of Hong Kong and a master’s
degree in business administration from the University of Manchester
in the United Kingdom. He has been a fellow member of the
Institute of Chartered Accountants in England and Wales, and a
fellow member of Hong Kong Institute of Certified Public
Accountants.
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Mr. Cheung is currently an independent non-executive director of
AVIC Joy Holdings (HK) Limited (stock code: 260) and an executive
director and a joint company secretary of Future Data Group Limited
(stock code: 8229). He was an independent non-executive director of
Hope Lift International Holdings Limited (stock code: 1683) from
February 2021 to October 2023, a joint company secretary of Future
Data Group Limited (stock code: 8229) from July 2021 to August
2021, the finance and investor relations director and a joint
company secretary of Dalipal Holdings Limited (stock code: 1921)
from September 2021 to December 2021, an executive director and
a non-executive director of Sanbase Corporation Limited (stock
code: 8501) from July 2017 to May 2018 and from May 2018 to
October 2019, respectively, the company secretary of Munsun
Capital Group Limited (now known as Bay Area Gold Group Limited)
(stock code: 1194) from November 2016 to January 2017 and an
executive director, chief financial officer and company secretary of
Modern Dental Group Limited (stock code: 3600) from March 2011
to October 2016. The issued shares of these companies are listed on
the Stock Exchange.

Mr. Shum Kei Yiu Daniel (“Mr. Shum”), aged 44, is an
independent non-executive Director, a member of each of the Audit
Committee, the Remuneration Committee and the Nomination
Committee.

Mr. Shum holds a bachelor’s degree in business administration from
The Hong Kong University of Science and Technology. He is a
Chartered Financial Analyst (CFA), a Fellow Chartered and Certified
Accountant (FCCA) and a Financial Risk Manager (FRM). Mr. Shum is
a responsible officer of Sunfund Securities Limited, a licensed
corporation which carries out Type 1 (dealing in securities) and Type
4 (advising on securities) regulated activities under the SFO. He is
also a responsible officer of Sunfund Fund Management Limited, a
licensed corporation which carries out Type 9 (asset management)
regulated activity under the SFO. Mr. Shum has extensive experience
in corporate finance, financial and accounting fields.
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Biographical Details of Directors and Senior Management

EENHREEERBE

SENIOR MANAGEMENT

Ms. Bi Jia (&£ & L) ("Ms. Bi”), aged 43, is the Public Affair
Manager of the Group. She is primarily responsible for managing the
public and external affairs, coordination between departments and
handling brands related matters of the Group. Ms. Bi joined the
Group on 1 September 2012. She has over 12 years of experience in
secretarial duties. Prior to joining the Group, Ms. Bi served as the
Chairman Assistant at Carsone from 2010 to 2012. Prior to it, she
was the Finance Manager of Carsone from 2005 to 2010. She
obtained a bachelor’'s degree in Financial Management (81 7% & 12)
from East China University of Science and Technology* (ZEHRIET X
E2) in January of 2008.

Mr. Yu Jun (R %4%) ("Mr. Yu”), aged 41, is the Manager of
Information Technology of the Group. He is primarily responsible for
managing IT related matters of the Group. Mr. Yu joined the Group
on 18 October 2013. He has over 11 years of experience in
managing IT operations. Prior to joining the Group, Mr. Yu served as
IT Manager at Shanghai Longbong Clothing Company Limited* (1=
GEBREMARAE]) from 2012 to 2013. He was the IT Manager
at Shanghai Baishihao Electronic Business Company Limited* (/85
i EFEBKBMRAR]) from 2007 to 2012. He obtained a Bachelor
degree in Mathematics and Applied Mathematics from Donghua
University (3 Z K£2) in 2005.

*  For identification purposes only
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The Directors present the annual report and the audited
consolidated financial statements of the Group for the year ended
31 December 2023.

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

The Company is a limited liability company incorporated in the
Cayman Islands and its principal place of business in Hong Kong is
6/F., Queen’s Road Centre, 152 Queen’s Road Central, Central, Hong
Kong.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its
principal subsidiaries are set out in note 37 to the consolidated
financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2023 are
set out in the consolidated statement of profit or loss and other
comprehensive income on pages 102 and 103.

The Board resolved not to pay any final dividend for the year ended
31 December 2023.

BUSINESS REVIEW

The business review of the Company for the year ended
31 December 2023 is set out in the “Chairman’s Statement” and
“Management Discussion and Analysis” on pages 4 to 5 and pages
6 to 19 of this report respectively. Those sections form part of this
“Report of the Directors”.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2023, as a restaurant chain, the
Group has a large and diverse customer base. The revenue derived
from the top five largest customers accounted for less than 30% of
the total revenue for the year ended 31 December 2023.

For the year ended 31 December 2023, the purchases of food
ingredients and other supplies from the Group’s top five largest
suppliers together accounted for approximately 54.6% (2022:
approximately 51.2%), with the largest supplier accounted for
approximately 27.5% (2022: approximately 33.0%) of the Group’s
total purchases for the year.
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None of our Directors, any of their close associates or any
Shareholders that, to the knowledge of our Directors, own more
than 5% of the issued share capital of the Company had any
interest in any of the Group’s five largest customers and suppliers
during the year ended 31 December 2023.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements during the year in the property, plant and
equipment of the Group are set out in note 17 to the consolidated
financial statements.

SHARE CAPITAL

Details of movements in the share capital, convertible bonds and
share options of the Company during the year are set out in notes
24, 30 and 31 to the consolidated financial statements, respectively.

RESERVES

Details of movements in the reserves of the Company during the
year are set out in note 36 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

At 31 December 2023, the Company had no reserves available for
distribution (2022: Nil).

EVENTS AFTER REPORTING PERIOD

There are no material subsequent events undertaken by the
Company or by the Group after 31 December and up to the date of
this report.

FINANCIAL SUMMARY

A summary of the results and, assets and liabilities of the Group for
the past five financial years is set out on page 212.

DIRECTORS

The Directors who held office during the year ended 31 December
2023 and up to the date of this report are as follows:

Executive Directors

Mr. Hung Shui Chak (Chairman)

Mr. So Kam Chuen

Mr. Yuan Mingjie

Independent Non-executive Directors
Mr. Tam Bing Chung Benson

Mr. Cheung Ting Pong
Mr. Shum Kei Yiu Daniel
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Each of the independent non-executive Directors, are appointed for
a specific term and are subject to retirement by rotation in
accordance with the amended and restated articles of association
(the “Articles of Association”) of the Company. According to the
Articles of Association, all Directors are subject to retirement by
rotation and re-election at the annual general meeting of the
Company (the "AGM").

Pursuant to article 84 of the Articles of Association, Mr. So Kam
Chuen and Mr. Cheung Ting Pong shall retire from office by rotation
at the forthcoming AGM, and both retiring Directors are eligible and
shall offer themselves for re-election at the forthcoming AGM.

In accordance with the nomination policy of the Company (the
“Nomination Policy”), the Nomination Committee has reviewed the
biographies of each of Mr. So Kam Chuen and Mr. Cheung Ting
Pong, being executive Directors, who will be subject to retirement
and re-election at the AGM, and taking into consideration their
knowledge, experience, capability and various diversity aspects as set
out in the board diversity policy of the Company (the “Board
Diversity Policy”) as well as their overall contributions and services
to the Company, including their attendance of Board/general
meetings and the level of participation and performance on the
Board over the years.

Taking into consideration of the above, recommendations to the
Board for the proposal for re-election of each of Mr. So Kam Chuen
and Mr. Cheung Ting Pong, being executive Directors, were made by
the Nomination Committee and the Board accepted the nomination
by the Nomination Committee and recommended Mr. So Kam Chuen
and Mr. Cheung Ting Pong to stand for re-election by the
Shareholders at the AGM.

None of the Directors proposed for re-election at the forthcoming
AGM has a service agreement with the Company which is not
determinable by the Group within one year without payment of
compensation, other than statutory compensation.

The Company has received from each independent non-executive
Director a confirmation of his independence pursuant to the
independence guidelines under the Listing Rules, and considers that
all independent non-executive Directors are independent.
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DIRECTORS’ CHANGES IN INFORMATION

Pursuant to Rule 13.51(B) of the Listing Rules, the changes in
information of the Director(s) are set out below:

With effect from 16 May 2023, Mr. Cheung Ting Pong has been
appointed as an executive director and a joint company secretary of
Future Data Group Limited (stock code: 8229).

With effect from 17 October 2023, Mr. Cheung Ting Pong has
resigned as an independent non-executive director of Hope Lift
International Holdings Limited (stock code: 1683).

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
IN SECURITIES OF THE COMPANY

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

Long positions in the Shares and underlying Shares of
the Company
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Notes:

(1) These 52,842,462 shares were held by Shui Chak Group Limited. Shui Chak
Group Limited was wholly-owned by Mr. Hung Shui Chak. Thus, Mr. Hung
was deemed to be interested in the 52,842,462 shares held by Shui Chak
Group Limited pursuant to the SFO.

(2) The percentage has been calculated based on 105,372,867 Shares in issue as

at 31 December 2023.

Save as disclosed above and so far is known to the Directors, as at
31 December 2023, none of the Directors or chief executive of the
Company had or was deemed to have any interests or short
positions in the shares, underlying shares or debentures of the
Company and its associated corporations (within the meaning of Part
XV of the SFO) which were required to be recorded in the register
required to be kept by the Company under section 352 of the SFO
or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
OTHER PERSONS’ INTERESTS IN SECURITIES OF
THE COMPANY

As at 31 December 2023, the following persons or corporations
(other than Directors or chief executive of the Company) had
interests and/or short positions in the Shares or underlying Shares of
the Company which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO or
as recorded in the register required to be kept by the Company
pursuant to Section 336 of the SFO:
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Purpose of the Share Option Scheme

The purpose of the Share Option Scheme is to enable the Company
to grant options to selected eligible participants as incentives or
rewards for their contribution or potential contribution to the Group
and/or to enable the Group to recruit and retain high-calibre
employees and attract human resources that are valuable to the
Group.

Participants of the Share Option Scheme

The eligible participant(s) of the Share Option Scheme is/are, full
time or part time employees of the Company (including any
directors, whether executive or non-executive and whether
independent or not, of the Company); and any consultants or
advisers of the Company who, in the sole discretion of the Board,
has contributed or may contribute to the Company.

Maximum number of Shares available for issue

The maximum number of Shares which may be issued upon exercise
of all options to be granted under the Share Option Scheme and
any other share option schemes of the Company must not, in
aggregate, exceed 10% of the Shares in issue as at the date of the
approval of the Share Option Scheme.

Maximum entitlement of each eligible participant
The total number of Shares issued and to be issued upon exercise of
the options granted to each eligible participant or grantee (including

exercised and outstanding options) in any twelve (12)-month period
up to the date of grant shall not exceed 1% of the Shares in issue.
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Time of exercise of options

Subject to the terms of the Share Option Scheme, an option may be
exercised in whole or in part at any time during the period to be
determined and notified by the Directors to the grantee thereof at
the time of making an offer provided that such period shall not
exceed the period of ten (10) years from the date of the grant of
the particular option but subject to the provisions for early
termination but subject to the early termination of the Share Option
Scheme.

There is no specified minimum period under the Share Option
Scheme for which an option must be held or the performance
target which must be achieved before an option can be exercised
under the terms of the Share Option Scheme.

Acceptance of options

An offer of the grant of an option shall be made to eligible
participants in writing (and unless so made shall be invalid) in such
form as the Board may from time to time determine and shall
remain open for acceptance by the eligible participant concerned for
a period of twenty-one (21) days inclusive of, and from the offer
date provided that no such offer shall be open for acceptance after
the earlier of the termination date or the termination of the Share
Option Scheme.

A nominal consideration of HK$1.00 is payable by the grantee upon
acceptance of an option. An offer of the grant of an Option shall be
deemed to have been accepted by an eligible participant concerned
in respect of all Shares which are offered to such eligible participant
when the duplicate letter comprising acceptance of the offer duly
signed by the eligible participant with the number of Shares in
respect of which the offer is accepted stated therein, together with
a remittance in favour of the Company of HK$1.00 by way of
consideration for the grant thereof is received by the Company.
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Exercise price

The subscription price for Shares under the Share Option Scheme
may be determined by the Board at its absolute discretion, provided
that it shall not be less than the highest of: (i) the closing price of
the Shares on the Stock Exchange as shown in the daily quotations
sheet of the Stock Exchange on the offer date, which must be a
business day; (ii) the average of the closing prices of the Shares as
shown in the daily quotations sheets of the Stock Exchange for the
five (5) consecutive business days immediately preceding the offer
date; and (iii) the nominal value of the Share on the offer date.

Duration of the Share Option Scheme

The Share Option Scheme shall continue in force for the period
commencing from the adoption date and expiring at the close of
business on the tenth anniversary thereof, after such period no
further options will be granted but the provisions of the Share
Option Scheme shall remain in full force and effect in respect of any
options granted before its expiry or termination but not yet
exercised.

As at 31 December 2023, a total of 7,010,962 Share Options were
exercised. Save and except for the aforesaid, no Share Option was
cancelled, expired or lapsed during the year ended 31 December
2023.

As at 31 December 2023, the Company does not have any
outstanding Share Options and there are no share available for issue
by the Company under the Share Option Scheme.

The number of Shares that may be issued in respect of options and
awards granted under the Share Option Scheme during the year
ended 31 December 2023 (i.e. nil Shares) divided by the weighted
average number of Shares of 100,587,278 Shares for the year ended
31 December 2023 was 0%.
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The following table summarised movements of the Company’s share
option under the Share Option Scheme during the year ended 31

December 2023:

Number of Share Options
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Notes:

(1) The exercise price of the Share Options is subject to adjustment in the case of
capitalisation issue, rights issue, subdivision or consolidation of the shares of
the Company, or other similar changes in the Company’s share capital.

(2) The price of the shares of the Company before the date of the grant of the
Share Options is the closing price of the shares of the Company as quoted on
the Stock Exchange on the trading day immediately before the date on which
the Share Options were granted.

(3) The weighted average closing price of the Shares immediately before the Share
Options were exercised is HK$0.803 per share.

(4) The consultant possess extensive experience in, including but not limited to,
strategic planning and implementation for information technology applied in
food and beverage business. The grant of Share Options to the consultant is to
provide them an incentive to share of their respective relevant experience,
knowledge and network to improve the business operation system of the
Group.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed above and other than the share option scheme of
the Company, at no time during the year ended 31 December 2023
was the Company, or any of its holding companies, subsidiaries or
fellow subsidiaries a party to any arrangement to enable the
Directors and chief executives of the Company (including their
spouses and children under 18 years of age) to hold any interest or
short positions in the shares, or underlying shares, or debentures, of
the Company or its associated corporations (with the meaning of
Part XV of the SFO).

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year, none of the Directors or their respective associates
(as defined in the Listing Rules) had any interest in a business which
competes or is likely to compete, either directly or indirectly, with
the business of the Company.

36 LONGHUI INTERNATIONAL HOLDINGS LIMITED  ANNUAL REPORT 2023

B it

M ERRABERMEET  HKR BROFIRE R
RRFBRAMEMBUZBNERT - BRED
TEBATIAFE -

2 ARFABROHERLBEREAAMNOERSEER
HEREBRT—EAXIBEEBRIAMBROARR
ARG TE -

B) BORERBRETEANNEFHRTESS
f%0.803% 7T °

@ ZEREEEBEETRN)EMANERENENR
RORBRAERER T ERFLELR - AZE
RMETEREEEADRESZTREMNEBLR -
MERBE NRERNEENERZERL -

EEREROUBESHNER

B EXFREERARRBRET SN K
’Aji,ﬁ\fﬂﬂ NI VNI AT

ARANBE_T_=Ff+"_A=+—HLt
i&&ﬁﬁﬁéﬂﬁﬂﬁaTi&ﬂﬁz?ﬁHﬂﬁi%&
ARREBITRAB(BREENEBRISHE
AT FR)ARARASHEEBZE(EER
E“%&HH‘WI%W‘J%’XV*B)M?} - HE R R 3K
EEETFHBEEMAEDIORR

o

EERBFREB2ES

FA BEEFARSTREAZIHEAER
RETRADNRERRREBERKHEEE
REFHAEBRBRFZEBPREBEME

2% o
I



DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed, no transactions, arrangements and contracts of
significance in relation to the Group’s business to which any of the
Company'’s subsidiaries and fellow subsidiaries were a party, and in
which a Director and an entity connected to a Director had a
material interest, whether directly or indirectly, subsisted at any time
during the year or at the end of the year.

EQUITY-LINKED AGREEMENTS

Save for the Share Option Scheme as disclosed in the section
headed “Share Option Scheme” above, no equity-linked agreements
were entered into by the Company, or existed during the year under
review.

PERMITTED INDEMNITY PROVISION

Pursuant to Code Provision C.1.8 of the Corporate Governance Code
set out under Appendix C1 to the Listing Rules (the “CG Code"”) and
subject to the provisions of the Companies Ordinance, the Company
has not arranged for appropriate insurance cover for directors’ and
officers’ liabilities in respect of any losses or liabilities incurred, or
any legal actions brought against the directors and senior
management of the Group which may arise out of corporate
activities. The permitted indemnity provision is in force for the
benefit of the directors as required by section 470 of the Companies
Ordinance.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole and any substantial part of the business of the Company was
entered into or in existence during the year.

CONNECTED TRANSACTIONS

Save as disclosed, the Company did not have any connected
transactions which were subject to the reporting requirements under
Chapter 14A of the Listing Rules for the year ended 31 December
2023.
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COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

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

EMOLUMENT POLICY AND RETIREMENT BENEFITS

The emolument policy of the senior employees of the Company is
set and recommended by the Remuneration Committee to the Board
on the basis of the employees’ merit, qualifications and
competence.

The emoluments of the Directors are formulated and recommended
by the Remuneration Committee to the Board, having regards to the
Company’s operating results, individual performance of the Directors
and comparable market statistics.

The Company has adopted the Share Option Scheme as an incentive
to the Directors and eligible employees of the Company, details of
which are set out in the section headed “Share Option Scheme”
above.

Details of the Company’s retirement benefit plans are set out in
note 10 to the consolidated financial statements.

ENVIRONMENTAL POLICY

The Company encourages environmental protection and promotes
awareness towards environmental protection. The Group, as a food
beverage enterprise, has used induction stoves in daily operation,
which greatly reduced greenhouse gas emissions as compared to gas
stoves. The Group also proactively monitored and reduced the food
waste and strived to zero wastage by promoting, reminding and
suggesting the importance of zero food waste to our valued
customers. The Board will review the Company’s environmental
saving practices and identify other efficiency opportunities from time
to time.

RELATIONSHIPS WITH STAKEHOLDERS

The Company recognises that employees are our valuable assets.
Thus the Group provides competitive remuneration package to
attract and motivate the employees. The Group regularly reviews the
remuneration package of employees and makes necessary
adjustments to conform to the market standard.
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The Group also understands that it is important to maintain good
relationship with business partners to achieve its long-term goals.
Accordingly, our management have kept good communication,
promptly exchanged ideas and shared business update with them
when appropriate. During the year, there was no material and
significant dispute between the Group and its business partners.

KEY RISKS AND UNCERTAINTIES

The Company has reviewed the possible risks and uncertainties
which may affect its operations, financial position and prospects.
The following are the key risks and uncertainties identified by the
Company that may materially and adversely affect the Group: (i)
future growth of the Group depends on its ability to open and
profitably operate new restaurants; (ii) historical financial and
operating results of the Group are not indicative of future
performance and the Group may not be able to achieve and sustain
the historical level of growth for revenue and profitability; and (iii)
results of operations of the Group may fluctuate significantly due to
low awareness of potential change in the business environment
under outbreak of contagious diseases, such as novel coronavirus
pandemic, which causes a significant economic downturn.

There may be other risks and uncertainties in addition to those
shown below which are not known to the Company or which may
not be material now but could turn out to be material in the future.

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 is no provision for pre-emptive rights under the Company’s
Articles of Association or the laws of the Cayman Islands, being the
jurisdiction in which the Company was incorporated.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

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

Full details on the Company’s corporate governance practices are set
out on pages 41 to 68.

AUDIT COMMITTEE

The Audit Committee was established with written terms of
reference which are in line with the CG Code and comprises three
independent non-executive Directors.

The Audit Committee has reviewed the Group’s consolidated
financial statements for the year ended 31 December 2023, was of
the opinion that the preparation of such results are in compliance
with the relevant accounting standards, rules and regulations and
that adequate disclosures have been made.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors the Company has
maintained the sufficient public float of not less than 25% of the
total issued share capital of the Company as required under the
Listing Rules throughout the financial period under review and up to
the date of this report.

AUDITORS

HLB Hodgson Impey Cheng Limited (“HLB”) has resigned as the
auditors of the Company with effect from 25 July 2023. RSM Hong
Kong (“RSM") has been appointed as the auditors of the Company
with effect from 26 July 2023 to fill the casual vacancy following
the resignation of HLB.

The consolidated financial statements for the vyear ended 31
December 2023 have been audited by RSM who will retire and,
being eligible, offer themselves for re-appointment. A resolution for
their re-appointment as the auditors of the Company will be
proposed at the forthcoming AGM.

By order of the Board
Hung Shui Chak

Chairman

Hong Kong, 28 March 2024
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Corporate Governance Report

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Directors recognise the importance of incorporating the
elements of good corporate governance in the management
structures and internal control procedures of the Group so as to
achieve effective accountability to the Shareholders as a whole.

Throughout the year, to the best knowledge of the Board, the
Company has applied the principles and complied with all the
applicable code provisions as out in the CG Code in force during the
year except for the deviations as mentioned below.

Code Provision C.1.8

Pursuant to the code provision C.1.8 of the CG Code stipulates that
the Company should arrange appropriate insurance cover in respect
of legal action against the Directors. During the year, the Company
has not arranged for appropriate insurance cover in respect of legal
action against its directors and the Company is in the course of
arranging renewal of the Directors and Officers liability insurance
with the insurance company in accordance with the requirement
under the CG Code.

Code Provision C.2.1

Pursuant to the code provision C.2.1 of the CG Code stipulates that
the roles of chairman and chief executive should be separate and
should not be performed by the same individual.

The role of the chairman of the Board is performed by Mr. Hung
Shui Chak who possesses essential leadership skills and has extensive
knowledge in the business of the Group. The Board believes that
vesting the role of the chairman in Mr. Hung provides the Company
with strong and consistent leadership, facilitates effective and
efficient planning, implementation of business decisions and
strategies, and ensures the generation of benefits to the
Shareholders.

Although the appointment of the chief executive officer of the
Company remains outstanding, the overall management of the
Company is performed by the executive Directors and the senior
management of the Group whom have extensive experience in the
business of the Group. Their respective areas of profession
spearhead the Group’s overall development and business strategies.
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Corporate Governance Report
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MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted a code of conduct regarding directors’
securities transactions with terms no less exacting than the required
standard set out in the Model Code.

All Directors have confirmed, following the specific enquiry by the
Company, that they complied with the required standard set out in
the Model Code during the year ended 31 December 2023 and up
to the date of this report.

BOARD OF DIRECTORS

The Board possesses a balance of skills, experience and diversity
of perspectives appropriate to the requirements of the businesses
of the Group. The Directors with a variety and a balance of skills
and experience in restaurant management, business development,
auditing, accounting, financial management and corporate finance
which is relevant in managing the businesses in which the Group
is engaged.

To the best of the knowledge of the Company, there is no financial,
business, family or other material or relevant relationships between
Board members and the Chairman.

The Board has established the Group’s purpose, value and strategy,
and has satisfied itself that these and the Group’s culture is aligned.
The Directors have acted with integrity, lead by example(s), and
promote the desired culture to support the Group’s pursuit of
success. The fairness, impartiality, honesty, integrity and ethical
long-term business practices should be stated as one of the core
values of the Group.

During the year, the Group has adopted anti-corruption policy (the
“Anti-Corruption Policy”) and whistleblowing policy (the
“Whistleblowing Policy”) to provide the platforms for reporting
issues and concerns on any misconduct, and to uphold business
integrity in the operations. These two policies are the core of
establishing a healthy corporate culture and promoting high ethical
standards in the Group.
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Corporate Governance Report

The Group will continuously oversee the day-to-day implementation
of these policies, and consider and approve changes to these
policies, if necessary. The Group believes that a healthy corporate
culture is very important for good corporate governance, which is
essential for achieving the long-terms success and fostering the
sustainability of the Group.

Appropriate liability insurance for the Directors has been arranged
for indemnifying their liabilities arising out of corporate activities.

Functions of the Board

The principal function of the Board is to consider and approve
strategies, financial objectives, annual budget, investment proposals
of the Group and to assume the responsibilities of corporate
governance of the Group. The Board delegates the authority and
responsibility for implementing day-to-day operations, business
strategies and management of the Group’s businesses to the
executive Directors, management of the Company and certain
specific responsibilities to the Board committees.

As at the date of this report, the Board currently comprises six
Directors, of whom three are executive Directors and three are
independent non-executive Directors.

Executive Directors:

Mr. Hung Shui Chak (Chairman)
Mr. So Kam Chuen
Mr. Yuan Mingjie

Independent Non-executive Directors:

Mr. Tam Bing Chung Benson
Mr. Cheung Ting Pong
Mr. Shum Kei Yiu Daniel

The names of the Directors in office during 2023 and up to the date
of this report and details of retiring Directors to be re-elected at the
2024 AGM are set out in the section headed ‘Report of the
Directors’ in this report. The biographical details of the Directors are
set out in the section headed “Biographical Details of Directors and
Senior Management” in this report. Updated list of Directors
identifying their role and function are maintained on the websites of
the Stock Exchange at www.hkexnews.hk and the Company at
www.cre8ir.com/longhui/.
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Chairman and Chief Executive

The Chairman takes primary responsibility for ensuring that good
corporate governance practices and procedures are established, and
is responsible for the management of the Board and ensures that all
Directors receive adequate, complete and reliable information in a
timely manner and appropriate briefing on issues arising at Board
meetings. The Chief Executive Officer is primarily responsible for the
management of the Group and oversight of the
management. The management is responsible for the day-to-day
operations of the Group. The roles and division of responsibilities
between the Chairman and the Chief Executive Officer are clearly
established.

overall

Presently, Mr. Hung Shui Chak is the Chairman of the Company. The
Chairman is primarily responsible for leading the Board and ensuring
that the Board functions effectively.

Up to the date of this report, the Board has not appointed any
individual to the post of Chief Executive Officer. The responsibilities
of the Chief Executive Officer have been performed by all executive
Directors, including the Chairman and the senior management of the
Group.

The reasons for the deviation from the code provision C.2.1 under
the CG Code are set out in the section headed “Compliance with
the Corporate Governance Code” in this report.

Independent of Non-executive Directors

All' Directors, including 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. Independent non-executive Directors are
invited to serve on the audit committee, remuneration committee
and nomination committee. The Company has complied with Rule
3.13 of the Listing Rules relating to the appointment of at least
three independent non-executive director, with at least one of them
has appropriate accounting and related financial management
expertise as required by the Listing Rules. The total number of
independent non-executive Directors represented half of the Board
members so that there is a strong independent element on the
Board, which can effectively exercise independent judgement.
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Corporate Governance Report

The Company has received an annual confirmation of independence
from each of the independent non-executive Directors. The
Company is of the view that all of the independent non-executive
Directors meet the guidelines for assessing independence as set out
in Rule 3.13 of the Listing Rules and considers them to be
independent.

Board Meetings

Board meetings are held regularly and at least four times a year at
approximately quarterly intervals to approve, among other things, the
financial results of the Company. Regular Board meetings are
scheduled in advance to give the Directors an opportunity to attend.
All Directors are invited to include matters in the agenda for regular
Board meetings. For all other Board meetings, reasonable notices are
given to Directors. Directors can attend Board meetings either in
person or by electronic means of communication.

During the year, a total of six Board meetings were held. There was
satisfactory attendance for Board meetings, which evidences prompt
attention of the Directors to the affairs of the Company.

The company secretary of the Company (the “"Company Secretary”)
is responsible for taking minutes of all Board and Board committee
meetings. Draft minutes are circulated to Board or Board committee
members unless a conflict of interest arises and the final version of
minutes are open for inspection by the Directors upon reasonable
notice.

All Directors have accessed to the Company Secretary who is
responsible for ensuring that Board procedures are complied with
and all applicable rules and regulations are followed.

If a substantial Shareholder or a Director has a conflict of interest in
a matter to be considered by the Board which the Board has
determined to be material, the matter will be dealt with by a
physical Board meeting rather than by a written resolution.
Independent non-executive Directors who have no material interest
in the transaction will be present at such Board meeting.
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TEXEERBSE

Attendance at Board Meetings and General Meetings

During the year, the attendance records of the Directors at Board
meetings and the AGM (attendance by either in person or by
electronic means of communication) are as follows:

EZEEBRRRAENHESER

FRN EFREZTERMRRBFAEN
HERECGRERBAEFEAM AN LE) W
N

Number of meetings during the year
Attended/Eligible to attend

FAHE BFERHENEBIRY
AGM
held on
Board 30 June
Meetings 2023
R-ZE=Z=
ANA=t+H
B2
Exged RRBAFKE
Executive Directors
BITES
Mr. Hung Shui Chak 4/4 1/1
i E St A
Mr. So Kam Chuen 3/4 11
A 5 17 ST 4
Mr. Yuan Mingjie 4/4 11
REAERE
Independent Non-executive Directors
BYFBTES
Mr. Tam Bing Chung Benson 3/4 11
BRAKE
Mr. Cheung Ting Pong 3/4 1/1
RERKE
Mr. Shum Kei Yiu Daniel 3/4 11
S

The attendance of a Director is stated by reference to the number of
meetings held during his tenure if he was appointed part way
during the year.
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Induction and Continuous Professional Development of
Directors

Newly appointed Directors are provided with induction training. Each
of them will receive a Director’s Handbook which contains the terms
of reference of the Board’s committees, the information on the
duties and responsibilities of directors under statutory regulations
and the Listing Rules, and other information on corporate
governance matters. They will also receive the materials on the
operations and businesses of the Group. The Directors should
participate in continuing professional development to develop and
refresh their knowledge and skills to ensure that their contribution
to the Board remains informed and relevant.

During the vyear, all Directors have participated in appropriate
continuous professional development training to develop and refresh
their knowledge and skills pursuant to code provision C.1.4 of the
CG Code. Reading materials on relevant topics are sent to the
Directors where appropriate.

Each of the Directors participated in the following trainings during
the year:

TEERBRSG
EEZ \BRERERER
FEEEFKEREAREI - SLEEH

WHEFTRTM EFHEEFELEE
EERNEAEZERRETRAITZBE

ﬁ%“
BR URGEECEEHB L HMER -
BRETKKINEFRAAEHRZES

O e BB
ERENBERATHESSEHER -

TR RHEFSRER
MRS R B R X TES -
FR - EEFSEUTH:

Attending seminars
or giving talks of
seminars/webinars/
conferences/forums
HEBEREHRNE
MEMEE 88/ HNEBBESZR
wiEERRER KB 7% 2w st

Reading materials

development and
duties

WL
K EERDEFBEEXERUERL TN
BREEBTERBEANY

MIEERERE
Al Mﬁﬁm%am#J?WM¥%04M
BREEMEMBMEEE - HETENHE

relating to directors’

Executive Directors
BTES

Mr. Hung Shui Chak
ARk &

Mr. So Kam Chuen
BiRTEEAE

Mr. Yuan Mingjie
RAREEE

Independent non-executive Directors
BYFHTES

Mr. Tam Bing Chung Benson
BRAKAE

Mr. Cheung Ting Pong

REBKAE

Mr. Shum Kei Yiu Daniel

ILEREE
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Appointment, Re-election and Retirement of the
Directors

Directors should be nominated by the members of the Board to fill
casual vacancies or as an addition to the existing Board. The
Nomination Committee, in consultation with the Board, determines
the selection criteria and identifies candidates with the appropriate
expertise and experience for the appointments of new Directors. The
Nomination Committee then nominates the most suitable candidate
to be appointed to the Board.

By virtue of article 83(3) of the Articles of Association of the
Company, the Directors shall have the power from time to time and
at any time to appoint any person as a Director either to fill a
casual vacancy on the Board or as an addition to the existing Board.
Any Director appointed by the Board to fill a casual vacancy shall
hold office until the first general meeting of Shareholders after his
appointment and be subject to re-election at such meeting and any
Director appointed by the Board as an addition to the existing Board
shall hold office only until the next following AGM of the Company
and shall then be eligible for re-election.

Code provision B.2.2 of the CG Code states that every director,
including those appointed for a specific term, shall be subject to
retirement by rotation at least once every three years.

Furthermore, pursuant to the article 84(1) of the 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 (3), 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.

Each of Mr. Hung Shui Chak, Mr. So Kam Chuen and Mr. Yuan
Mingjie, the executive Directors, has entered into a service contract
with the Company for an initial term of 3 years and shall continue
thereafter until terminated by either party by giving three (3)
months’ notice in writing at any time after such initial term to the
other. Moreover, each of Mr. Tam Bing Chung Benson, Mr. Cheung
Ting Pong and Mr. Shum Kei Yiu Daniel, being the independent
non-executive Directors, has entered into an appointment letter with
the Company for an initial term of 3 years which may be terminated
by either party by giving three (3) months’ notice in writing at any
time after such initial term to the other.
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Delegation of Powers

The Board delegates the day-to-day operations of the Group to
executive Directors and management of the Company responsible for
different aspects of the business/functions, while reserving certain
key matters in making strategic decision for its approval. When the
Board delegates aspects of its management and administration
functions to management, it gives clear directions as to the powers
of management, in particular, with respect to the circumstances
where management need to report back and obtain prior approval
from the Board before making decisions or entering into any
commitments on behalf of the Company.

BOARD COMMITTEES
Audit Committee

The Company has established the Audit Committee with specific
written terms of reference in accordance with the CG Code as set
out in Appendix C1 to the Listing Rules.

The main duties of the Audit Committee are, inter alia, (i) to review
half-yearly and annual results of the Group; (ii) to review the risk
management and internal control systems, the effectiveness of the
internal audit function of the Group; (iii) to review the effectiveness
of the internal audit function of the Company; (iv) to ensure the
objectivity and credibility of the Company’s financial reporting and
internal control procedures as well as to maintain an appropriate
relationship with the external auditors of the Company; and (v) to
review the coverage and effectiveness of the Whistleblowing Policy
and to investigate the reports submitted through the channels
described in the Whistleblowing Policy.

As at the date of this report, the Audit Committee comprises all
three independent non-executive Directors, namely
Mr. Cheung Ting Pong (Chairman of the Audit Committee), Mr. Tam
Bing Chung Benson and Mr. Shum Kei Yiu Daniel, at least one of
whom with appropriate professional qualifications or accounting or
related financial management expertise as required in the Listing
Rules. All members of the Audit Committee possess appropriate
professional qualifications and experience necessary to give advice on
the Board’s strategies and other related matters. All members of the
Audit Committee have complete and unrestricted access to the
external auditors of the Company and all employees of the
Company.
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During the year ended 31 December 2023, the Audit Committee
held two meetings.

The attendance records of the members of the Audit Committee are
set out below:

BE_F-_=F+-_A=+-—HLFE  F

RRBERITTMAREH °

BERZEEKRENHECTEEIWT:

Audit Committee

Meeting(s)
Members of the Audit Committee attended/held
BHEBITEX
EREBEEHE ZEEEE
Mr. Cheung Ting Pong (Chairman) 2/2
RERBAE(ERE)
Mr. Tam Bing Chung Benson 2/2
BRAKE
Mr. Shum Kei Yiu Daniel 2/2
LR R EE

During the vyear, the work performed by the Audit Committee
included: (i) reviewing together with senior management and
external auditors of the Company, the annual audit plan, the risk
management and internal control system, the accounting principles
and practices adopted by the Group and other financial matters; (ii)
considering and approving the Company’s annual financial results
and this report for the year ended 31 December 2022 and the
interim results and interim report for the six months ended 30 June
2023 of the Group, and confirmed that the preparation of such
complied with the applicable accounting standards and practices
adopted by the Company, the requirements of the under the Listing
Rules and other applicable statutory and regulatory requirements
and adequate disclosures has been made.

The Audit Committee has recommended to the Board the
re-appointment of RSM as the Company’s external auditors subject
to the Shareholders’ approval at the forthcoming AGM.
Remuneration Committee

The Company has established the Remuneration Committee with

specific written terms of reference in accordance with the CG Code
as set out in Appendix C1 to the Listing Rules.
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Corporate Governance Report

The main duties of the Remuneration Committee are: (i) to make
recommendations to the Directors on the policy and structure for all
remuneration of the Directors and senior management and on the
establishment of a formal and transparent procedure for developing
policies on such remuneration; (ii) to assess performance of
executive Directors’ and approving the terms of executive Directors’
service contracts; (iii) to review remuneration package including the
performance-based bonus and incentive rewards for the executive
Directors and the senior management of the Group by reference to
corporate goals and objectives resolved by the Directors from time
to time and make recommendations to the Board on the
remuneration of non-executive Directors; (iv) to review and make
recommendations to the Board the compensation, if any, payable to
the executive Directors and senior management in connection with
any loss or termination of their office or appointment; and (v) to
review and approve the matters relating to the share schemes under
Chapter 17 of the Listing Rules.

As at the date of this report, the Remuneration Committee
comprises all three independent non-executive Directors, namely
Mr. Tam Bing Chung Benson (Chairman of the Remuneration
Committee), Mr. Cheung Ting Pong and Mr. Shum Kei Yiu Daniel.

The remuneration of the Directors is based on the performance and
experience of individuals and is determined with reference to the
Group's performance, the remuneration benchmark in the industry
and the prevailing market conditions.

the Remuneration

During the year ended 31 December 2023,

Committee held one meeting.

The attendance records of the members of the Remuneration
Committee are set out below:

Members of the Remuneration Committee

FMEZEERE

TXERBHEG
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FMEZEEREMBFECEEINWT:

Remuneration
Committee
Meeting(s)

attended/held

BHEBITHMN

ZEEER

Mr. Tam Bing Chung Benson (Chairman)
BEREBEE(ERE)

Mr. Cheung Ting Pong

REREE

Mr. Shum Kei Yiu Daniel

WL H R kA

11

11

11
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During the year ended 31 December 2023, the work performed by
the Remuneration Committee included: (i) reviewing the
remuneration policy and structure of the Directors and the senior
management of the Group, including those retired and re-elected at
the AGM. The Company has adopted the model to make
recommendations to the Board on the remuneration packages of
individual executive Directors and senior management; (ii) reviewing
the performance-based remuneration package of each individual
executive Directors, and his/her terms of services contracts and
recommending to the Board; (iii) reviewing matters relating to share
schemes under Chapter 17 of the Listing Rules; and (iv) reviewing
the terms of reference of the Remuneration Committee.

Remuneration Policy for Directors and Senior
Management

The emolument policy of the employees of the Group is determined
on the basis of their merit, qualifications and competence.

The emoluments of the Directors are recommended and determined
by the Remuneration Committee, having regard to the corporate
goals and objectives resolved by Directors from time to time.
Directors are entitled to an aggregate annual basic salary. In
addition, each of the Directors is also entitled to a discretionary
bonus as determined by the Remuneration Committee by reference
to the performance of the Group.

The Company adopted the Share Option Scheme on 2 June 2021.
The purpose of the Share Option Scheme is to enable the Company
to grant options to selected eligible participants as incentives or
rewards for their contribution or potential contribution to the Group
and/or to enable the Group to recruit and retain high-calibre
employees and attract human resources that are valuable to the
Group.

Nomination Committee
The Company has established the Nomination Committee with

written terms of reference of the Company in accordance with the
CG Code as set out in Appendix C1 to the Listing Rules.
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Corporate Governance Report

The main duties of the Nomination Committee are, (i) to review the
structure, size and diversity (including without limitation, gender,
age, culture and educational background, skills, knowledge and
experience) of the Board at least annually, and make
recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy; (i) to identify
individuals suitably qualified to become Board members and select or
make recommendations to the Board on the selection of individuals
nominated for directorships; (iii) to assess the independence of
independent non-executive Directors; and (iv) to make
recommendations to the Board on the appointment or
re-appointment of Directors and succession planning for Directors.

As at the date of this report, the Nomination Committee comprises
all three independent non-executive Directors, namely Mr. Cheung
Ting Pong (Chairman of the Nomination Committee), Mr. Hung Shui
Chak and Mr. Shum Kei Yiu Daniel.

During the year ended 31 December 2023, the work performed by
the Nomination Committee included: (i) reviewing the structure, size
and composition of the Board; (ii) assessing the independent of the
independent non-executive Directors; (iii) assessing the appropriate
mix of skills, experience, knowledge, expertise and diversity on the
Board; (iv) recommending to the Board on the selection of members
of the Board; and (v) reviewing the Board Diversity Policy, the
Nomination Policy and terms of reference of the Nomination
Committee.

Nomination Policy

The Board has approved and adopted the Nomination Policy which
sets out the selection criteria, nomination procedures and process in
the nomination and appointment of Directors. Details of the
Nomination Policy are set out below:

1.  Criteria
The Nomination Committee and/or the Board shall consider the
following criteria in evaluating and selecting candidates for
directorships:
o Character and integrity.
. Qualifications including professional qualifications, skills,

knowledge and experience that are relevant to the
Company'’s business and corporate strategy.
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Willingness to devote adequate time to discharge duties
as a Board member and other directorships and
significant commitments.

Requirement for the Board to have independent directors
in accordance with the Listing Rules and whether the
candidates would be considered independent with
reference to the independence guidelines set out in the
Listing Rules.

Board Diversity Policy and any measurable objectives
adopted by the Company for achieving diversity on the
Board.

Such other perspectives appropriate to the Company’s
business.

2. Nomination Process

Zolk

54

Appointment of New Director

2.1.1 The Nomination Committee and/or the Board shall,
upon receipt of the proposal on appointment of
new director and the biographical information (or
relevant details) of the candidate, evaluate such
candidate based on the criteria as set out in
section 1 to determine whether such candidate is
qualified for directorship.

2.1.2 If the process yields one or more desirable
candidates, the Nomination Committee and/or the
Board shall rank them by order of preference
based on the needs of the Company and reference
check of each candidate (where applicable).

2.1.3 The Nomination Committee shall make
recommendation to the Board in respect of the
appointment of appropriate candidate for
directorship.
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2.1.4

Corporate Governance Report

For any person that is nominated by a shareholder
for election as a director at the general meeting of
the Company, the Nomination Committee and/or
the Board shall evaluate such candidate based on
the criteria as set out in section 1 to determine
whether such candidate is qualified for directorship
and where appropriate, the Nomination Committee
and/or the Board shall make recommendation to
Shareholders in respect of the proposed election of
director at the general meeting.

2.2 Re-election of Director at General Meeting

22

2.2.2

2.2.3

The Nomination Committee and/or the Board shall
review the overall contribution and service to the
Company of the retiring director including his/her
attendance of Board meetings and, where
applicable, general meetings, and the level of
participation and performance on the Board.

The Nomination Committee and/or the Board shall
also review and determine whether the retiring
director continues to meet the criteria as set out in
section 1.

The Nomination Committee and/or the Board shall
then make recommendation to the Shareholders in
respect of the proposed re-election of director at
the general meeting.

Board Diversity Policy

Since 31 March 2016, the Board has adopted Board Diversity Policy
setting out the approach to achieve diversity on the Board.

In assessing the Board composition, the Nomination Committee
takes into account various aspects as well as the factors concerning
the Board diversity as set out in the Board Diversity Policy, as
follows:

(i)

Purpose and Policy

This policy

aims to set out the approach to achieve diversity

on the Board. The Company recognises and embraces the
benefits of having a diverse Board to enhance the quality of
its performance.
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A truly diverse Board will include and make good use of
differences in the skills, regional and industry experience,
background, race, gender and other qualities of Directors.
These differences will be taken into account in determining the
optimum composition of the Board. All Board appointments
will be based on merit while taking into account diversity
(including gender diversity).

(i) Measurable Objectives

The Nomination Committee will discuss and agree annually
measurable objectives for implementing diversity on the Board
and recommend them to the Board for adoption.

The Company aims to build and maintain a Board with a
diversity of Directors, in terms of skills, experience, knowledge,
expertise, culture, independence, age and gender.

(iiij) Monitoring and Reporting

The Nomination Committee will report annually, in the

corporate governance report, on the Board’s composition

under diversified perspectives, and monitor the implementation
of this policy.

With a view to achieving a sustainable and balanced development,
the Company sees increasing diversity at the Board level as an
essential element in supporting the attainment of its strategic
objectives and its sustainable development. In designing the Board’s
composition, Board diversity has been considered from a number of
aspects including, but not limited to, educational background,
professional experience, skills and knowledge. All Board
appointments will be based on meritocracy and candidates will be
considered against objective criteria, having due regard for the
benefits of diversity on the Board.

The Nomination Committee has reviewed the structure, size and
diversity of the Board, it ensures that the Board composition is in
compliance with the Listing Rules. Also, it reflects an appropriate
mix of Board’s specific skills, experiences and knowledge and
diversity of perspectives, and contribute to the Board's effectiveness
and efficiency to achieve the Company’s strategy and corporate
governance issues. The Nomination Committee considered that an
appropriate balance of diversity perspectives of the Board (include
the industry or professional knowledge and experience, gender,
technical skill and management experience) is maintained.
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As at 31 December 2023, the Board comprised six male Directors,
and the percentage of male and female employees of the Group are
approximately 45.9% and 54.1% respectively. While the Board has a
domination of male composition, the Company will appointed at
least one female director on or before 31 December 2024 to
achieve a female representation in the Board in compliance with
Listing Rules.

The Board considers that the Group’s workforce (including Directors)
are diverse in terms of gender. The Group will continue to apply the
principle of appointments based on merits with reference to our
Board Diversity Policy as a whole, and we have also taken, and will
continue to take steps to promote gender diversity at all levels of
our Company.

December the Nomination

During the year ended 31 2023,

Committee held one meeting.

The attendance records of the members of the Nomination
Committee are set out below:

Members of the Nomination Committee
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Nomination Committee
Meeting(s)
attended/held
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ZEEE3

Mr. Cheung Ting Pong (Chairman)

REMEE(ERE)

Mr. Hung Shui Chak
I E k&

Mr. Shum Kei Yiu Daniel
LE R K&

COMPANY SECRETARY

The Company Secretary reports to the Chairman and the Chief
Executive Officer, while all Directors have access to the advice and
services of her/him to ensure that Board procedures and all
applicable law, rules and regulations are followed. The Company
Secretary is also responsible for supporting the Board by ensuring
good information flow within the Board and that its policy and
procedures are followed. They advise the Board through the
Chairman and the Chief Executive Officer on corporate governance
matters and facilitate induction and professional development of
Directors.
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Ms. Li Wing Wah (“Ms. Li") resigned as the Company Secretary on
4 August 2023. Mr. Wong Wing Kit (“Mr. Wong"”) has been
appointed by the Company as its Company Secretary in place of
Ms. Li with effect from 4 August 2023. During the year, each of
Mr. Wong and Ms. Li attended over 15 hours of professional
training as required under Rule 3.29 of the Listing Rules.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the corporate governance
duties as set out in the code provision A.2.1 of the CG Code which
include:

(@) to develop and review the Company’s policies and practices on
corporate governance and make recommendations to the
Board from time to time;

(b)  to review and monitor the training and continuous professional
development of the Directors and senior management of the
Group;

(c)  to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to the Directors and the
employees of the Group; and

(e) to review the Company’s compliance with the CG code and
disclosure in the Corporate Governance Report.

ANTI-CORRUPTION POLICY AND
WHISTLEBLOWING POLICY

The Group has established the (i) policy and measures to support
anti-corruption laws and regulations; and (ii) Whistleblowing Policy
and measures for employees, suppliers and business partners to raise
serious concerns, in confidence and anonymity, with the Board about
possible improprieties in financial report or other matters of the
Group. These polities can promote high probity standards and ethical
business practices.

Further details of the Group’s Anti-Corruption Policy and
Whistleblowing Policy, please refer to the Company’s website.
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DIVIDEND POLICY

Under the dividend policy adopted by the Company with effect
from 1 January 2019 (the “Dividend Policy”), dividends may be
declared and paid to the Shareholders by way of cash or by other
means that the Board considers appropriate. It is the policy of the
Board, in recommending dividends, to allow the Shareholders to
participate in the Company’s profits, and at the same time, to
ensure the Company to retain adequate reserves for future growth.
The Company's decision to declare or to pay any dividends in the
future, and the amount of such dividends will depend upon, among
other things, the current and future operations, financial condition,
liquidity position and capital requirements of the Group, as well as
dividends received from the Company’s subsidiaries and associates,
which in turn will depend on the ability of those subsidiaries and
associates to pay a dividend. In addition, any final dividends for a
financial year will be subject to the approval of the Shareholders.
The declaration and payment of dividends by the Company is also
subject to any restrictions under the laws of the Cayman Islands, the
laws of Hong Kong, the Company’s articles of association and any
applicable laws, rules and regulations.

The Board will continue to review the Dividend Policy from time to
time and the Board may exercise its sole and absolute discretion to
update, amend and/or modify the Dividend Policy at any time as it
deems fit and necessary.

ACCOUNTABILITY AND AUDIT

Directors’ and Auditors’ Responsibilities for the Financial
Statements

Pursuant to code provision D.1.3 of the CG Code, the Board
acknowledges its responsibility to prepare the Group’s financial
statements for each financial period to give a true and fair view of
the state of affairs of the Group and of the results and cash flows
for that period. In preparing the financial statements for the year
ended 31 December 2023, the Board has selected suitable
accounting policies and applied them consistently, made judgments
and estimates that are prudent, fair and reasonable and prepared
the financial statements on a going concern basis. The Directors are
responsible for taking all reasonable and necessary steps to
safeguard the assets of the Group and to prevent and detect fraud
and other irregularities.
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The statement of the external auditors of the Company, RSM, with
regard to their reporting responsibilities on the Company’s financial
statements is set out in the section headed “Independent Auditors’
Report” in this report.

The Directors were aware that the Group incurred a net loss of
approximately RMB14,544,000 for the year ended 31 December
2023, the Group’s current liabilities exceeded its current assets by
approximately RMB192,536,000. These conditions indicate the
existence of a material uncertainty which may cast significant doubt
about the Group’s ability to continue as a going concern.

Disclaimer of Opinion

The following is an extract of the independent auditor’s report on
the Group's consolidated financial statements for the year ended
31 December 2023 which included a disclaimer of opinion (“Audit
Qualification”):

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

in our

Basis for Disclaimer of Opinion

The Group incurred a net loss of approximately RMB14,544,000
during the year ended 31 December 2023 and, as of that date, the
Group had net current liabilities and net liabilities of approximately
RMB192,536,000 and approximately RMB190,702,000, respectively.

As at 31 December 2023, the Group had total borrowings of
approximately RMB22,639,000, including borrowings, amount due to
an ultimate controlling shareholder and amounts due to independent
third parties of approximately RMB3,000,000, RMB5,380,000 and
RMB14,259,000, respectively, all of which were recorded under
current liabilities, while the Group had cash and cash equivalents of
approximately RMB2,928,000. These conditions indicate that a
material uncertainty exists that may cast significant doubt on the
Group's ability to continue as a going concern.
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The Directors have been undertaking various measures to improve
the Group's liquidity and financial position. The validity of the going
concern assumption on which the consolidated financial statements
have been prepared depends on the outcome of these measures,
which are subject to multiple uncertainties, including: (i) the
successful implementation of cost control measures and business
plans to improve the Group’s operating results and cash flows; (ii)
the receipt of additional sources of financing from the ultimate
substantial shareholder and external lenders as and when needed,;
and (iii) the successful of carrying out fund raising activities to
obtain financial resources as and when needed.

As a result of these multiple uncertainties and in view of the
significance of the extent of the uncertainties relating to ongoing
availability of finance to the Group, we were unable to obtain
sufficient appropriate audit evidence to satisfy ourselves about the
appropriateness of the use of going concern basis of accounting in
the preparation of the consolidated financial statements.

Potential Impact on the Groups’ Financial Position

Should the Group be unable to continue as a going concern,
adjustments would have to be made to write down the carrying
amounts of its assets to their recoverable amounts, to provide for
future liabilities which might arise, and to reclassify non-current
assets and non-current liabilities to current assets and current
liabilities respectively. The effects of these potential adjustments
have not been reflected in these consolidated financial statements.

Management’s View on Going Concern and Measures to
Address the Audit Qualification

The management are of the view that the Group is able to continue
as a going concern after taking into account future projections of
the Group's cash inflows from operations and the following
measures taken as of 28 March 2024 to improve the Group's
liquidity position:

(i) obtaining consent of the ultimate substantial shareholder of the
Company to provide continuous financial support to the Group
to enable it to meets its obligations when due:
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(ii)

(iii)

(iv)

Shui Chak Group Limited (“Shui Chak Group”), the ultimate
substantial shareholder of the Company, had provided a signed
letter of support to the Board and the auditors, confirming its
intention to continue to financially support the operations of
the Company and to provide adequate funds for the Company
to meet its liabilities when fall due for at least the ensuing
twelve-month period from the date of approval of the
consolidated financial statements of the Company.

However, the auditors were of the view that mere intention
reflected in the said letter of support was not enough to
substantiate the provision of financial support as and when
needed, and requested Shui Chak Group to provide actual
financial assistance to the Company,
approximate to the amount of current liabilities of the Group
as at 31 December 2023.

in an amount

The management were of the view that the actual financial
assistance from Shui Chak Group is not strictly necessary as
the net current liabilities position would not significantly affect
the cash flows and thus the going concern of the Company.

negotiations with the Group’s principal bank for new banking
facilities;

implementation of various cost control measures, slowing down
the opening of new restaurants or closing down
underperforming restaurants in the future to improve the
Group's operating results and cash flows:

The management had prepared a cash flow forecast of the
Group for the next twelve months after the date of approval
of the consolidated financial statements, which showed
improvements to the Group’s operating results and cash flows
as no new restaurant was opened during the forecast period.
However, the auditors requested for the detailed plan of
closure of underperforming restaurants but the management
could not provide a definitive plan as closure of restaurants
would depend on further monitoring of the Group’s
restaurants’ on-going operating performance and the length of
remaining lease terms of the underlying leases; and

formulation of business plans to raise new capital by carrying
out fund raising activities.
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The management considered that it has made its best efforts to
provide all available information and supporting documents to
demonstrate that the Group will have adequate working capital to
meet its obligations for the next twelve months after the year
ended 31 December 2023. That said, the Company understands the
auditor’s view that material uncertainty exists as to whether the
management will be able to achieve its plan and measures as
described above and such uncertainty could not be addressed by
28 March 2024 with the mere provision of documents and
information.

The Company has given due consideration to the future liquidity and
performance of the Group and the available sources of financing in
formulating its action plan to address the Audit Qualification.

The plans and measures taken/to be taken include: (a) maintaining
ongoing negotiations with external lenders to obtain additional
financing as and when needed; (b) continuing the implementation of
cost control measures, which include cautious business planning,
closing down underperforming restaurants if considered appropriate
and close monitoring of operating expenses in 2024; and (c)
conducting fund raising activity(ies) for the purposes of addressing
the Audit Qualification and enhancing the general working capital of
the Group. Overall the Board is of the view that the aforesaid plans
and measures could help to address the Audit Qualification.

Audit Committee’s View on the Audit Qualification

The Audit Committee has reviewed the Audit Qualification and
considered the views and concerns expressed by the auditors. The
Audit Committee agrees with the management’s position towards
the Audit Qualification and that the measures taken by the Group to
address the Audit Qualification will support the Group’s ability to
continue as a going concern in the next twelve months after the
year ended 31 December 2023.

Notwithstanding the above conditions, the financial statements were
prepared based on the assumption that the Group can be operated
as a going concern.
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TEXERBHE

Auditors’ Remuneration

The remuneration in respect of audit and non-audit services for the
year ended 31 December 2023 provided by the auditors of the
Company, RSM are as follows:

AT B =

BRARRRBMERINBE_T _=F
TZA=T—HLEFEREKEIRSE KX
R zMEmT

Type of Services RMB’000
BR 75 %8 Bl ARMT T
Audit services ZH RS 870
Non-audit services IEAZ EAR 75 —
Total st 870

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges that it is their responsibility to maintain
effectiveness of the Group’s internal control and risk management
systems. Internal control designs are implemented to manage rather
than eliminate risks of failure to achieve business objectives, and can
only provide reasonable, but not absolute, assurance against material
misstatement or loss. Such controls cover major areas such as
corporate governance, revenue and receipt cycle, expenses and
payment cycle, financial reporting and compliance management. The
Audit Committee evaluates the effectiveness of the internal control
and risk management systems of the Group on behalf of the Board.

The Group’s risk management process includes identification,
evaluation, implementation of mitigation measures and review. In
order to further ensure compliance with relevant statutory
requirements, the Group engages external professional advisers, such
as consultancy firms, auditors and external legal advisers to render
professional advice so as to comply with statutory requirements
(including PRC rules and regulations and the Listing Rules) as
applicable to the Group from time to time. The Group had provided
Directors with training, development programs and/or updates
regarding the legal and regulatory requirements applicable to the
business operations of the Group.

During the year, the Group engaged a professional internal control
consultant to conduct a review of the Group’s internal control
design effectiveness, including the compliance risk management
control, financial reporting and disclosure control, and controls and
procedures over expenditure and payment cycle and human
resources cycle of the Group.
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The internal control consultant reported directly and primarily to the
Audit Committee and assist the Board in monitoring and managing
the risks and internal controls of the Group. Internal control design
weaknesses and recommendations for areas of improvements have
been reported to the Audit Committee. The Group has established
management action plan to implement the internal control
enhancement measures recommended by the internal control
consultant.

The Audit Committee concluded that there were no significant
internal control failings, weaknesses or significant areas of concern
identified during the year which might affect our Shareholders. It
opined that an adequate and effective internal control system is
maintained to safeguard the Shareholders’ investment and the
Group's assets.

SHAREHOLDERS' RIGHT

Procedures for Shareholders to Convene an
Extraordinary General Meeting

Pursuant to the article 58 of the Articles of Association, the Board
may whenever it thinks fit call extraordinary general meetings. Any
one or more members 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 Company Secretary, 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 (2) months after the deposit of such requisition. If within
twenty-one (21) 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.

Shareholders may put forward their proposals or inquiries to the
Board by sending their written request to the principal place of
business in Hong Kong.

Sending Enquiries to the Board

The Shareholders may send their enquiries to the Board by
addressing them to the Company’s principal place of business in
Hong Kong, presently at 6/F, Queen’s Road Centre, 152 Queen’s
Road Central, Central, Hong Kong, by post.

TXERBHEG

NMETERERERIEAERZZESE
H UYHHEEEEEMEERARENER
KREREE 12 - A FE A BP & 2 AR AT Y R PR AN BX
ZHEENES CAEXZBSER - A5
BERVEEETH IR HMITREITE
RATEZENRES NPT -

ERZEENBHNERANAEE AR
ERTEENREY  PDHARBIMETE
BROBEABIMCEHRE FHZEER
R AEEEREDRBEBRHAREE RS -
RERREERAEEHEE -

B R RE 1
REBHRRBANABZERSE

REERARESSE  EFSURERBE
ENEARERERARRENAE - Ef—1
FUAEREZ2ERERFBERRRAENK
RARELBRRZBRBRAT IRt DZ—H
BR - ERBEREBRAARTDESTERWE
HHEMER  BREFSAMBERBTHA
E UNREABEERFEANEMAER: £
AEZENEREEREZRMQMEARE
T-MEZ2R _T-BQINEESERERH
ZAE AEE2ERALABTURRAZET R
AFRAE MEZERALTHEEZTSAREAD
MAEMAEELNMBRX EHARRIR
ZRALIEHREN -

BRRAGEEERBEZXEARBAERTENE
REXMH RUHANESTERXEZNE
7 e

MEEESHFEHER
BRERANBESAARABDERTENTIES

ZwH (AR EEPRER KERI1525
ERAREFLRBIANEFTSIEHEM -

2023 5% HEBEMERERAT 65 &




Procedures for Shareholders to Propose a Person for
Election as a Director

Pursuant to article 83(2) of the Articles of Association, subject to the
Articles of Association and the Law, the Company may by ordinary
resolution elect any person as to be a Director either to fill a casual
vacancy on the Board, or as an addition to the existing Board.

Pursuant to article 85 of the Articles of Association, no person other
than a Director retiring at the meeting shall, unless recommended
by the Directors for election, be eligible for election as a Director at
any general meeting unless a notice signed by a member (other than
the person to be proposed) duly qualified to attend and vote at the
meeting for which such notice is given of his intention to propose
such person for election and also a notice signed by the person to
be proposed of his willingness to be elected shall have been lodged
at the head office or at the registration office provided that such
notices must be lodged with the Company at least fourteen (14)
days prior to the date of the general meeting of election but no
earlier than the day after despatch of the notice of the general
meeting appointed for such election.

The Procedures for Putting Forward Proposals at
Shareholders’ Meeting

There is no provision allowing Shareholders to make proposals or
move resolutions at the general meetings under the Articles of
Association or the laws of the Cayman Islands other than to
propose a person for election as a director. Shareholders who wish
to make proposals or move a resolution may, however, follow the
procedures set out in “Procedures for Shareholders to Convene an
Extraordinary General Meeting” above by written requisition to the
Board or the Company Secretary to convene an extraordinary
general meeting for putting forward proposals at the Company’s
principal place of business in Hong Kong, presently at 6/F., Queen'’s
Road Centre, 152 Queen’s Road Central, Central, Hong Kong.

INVESTORS RELATIONS

The Company has established a shareholders’ communication policy
(the “Shareholders’ Communication Policy”) to ensure the
Shareholders’ questions and concerns are the appropriately
addressed. The Board has the responsibility to review the policy
regularly to ensure its effectiveness.
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The Shareholders” Communication Policy set out the provisions with
the objective of ensuring that the Shareholders are provided with
ready, equal and timely access to balanced and understandable
information about the Company in order to promote effective
communication with the Shareholders so as to enable them to
engage actively with the Company and exercise their rights as
Shareholder informed manner. The Shareholders’
Communication Policy is available on the Company’'s website at
(www.cre8ir.com/longhui/) and emphasizes the maintenance of
ongoing communication with the Shareholders.

in an

The Board strives to encourage and maintain constant dialogue with
its Shareholders through various means includes: (1) financial reports
and other corporate communications. The publication of the
financial reports (interim and annual reports) and other corporate
communications including but not limited to announcements,
circulars, notices, proxy forms and other regulatory disclosure will be
provided to Shareholders in accordance with the Listing Rules and
any other relevant laws and regulations to facilitate Shareholders’
understanding; (2) Shareholders’ meetings. (i.e. general
meeting, extraordinary general meeting or any other Shareholders’
meetings); and the members of the Board, in particular, either the
chairmen of Board committees or their delegates, appropriate
management executives will attend annual general meetings to
answer Shareholders’ questions in normal circumstances; and (3)
Company’'s Website. The availability of latest information of the
Group on the Company’s website at (www.cre8ir.com/longhui/)
which is an effective communication platform to the shareholders
and the investors as well as the general public.

annual

The Company is committed to maintaining a high level of
transparency and employs a policy of open and timely disclosure of
relevant information to its Shareholders and investors and discloses
information in compliance with the Listing Rules, and publishes
periodic reports and announcements to the public in accordance
with the relevant laws and regulations.

During the year, the Board has reviewed the implementation and
effectiveness of the Shareholders” Communication Policy for
enhancing the investors relations, and the investors understanding of
the Group's business performance and strategies.
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TRERKS

CONSTITUTIONAL DOCUMENTS

An amendment was made to the constitutional documents of the
Company during the year ended 31 December 2023. The
Shareholders of the Company approved the amendment to the
memorandum and Articles of Association of the Company at the
AGM held on 30 June 2023 and also adopted the amended and
restated memorandum and Articles of Association of the Company
in order to (i) reflect the amendments to Appendix 3 to the Listing
Rules regarding the core shareholder protection standards (the “Core
Shareholder Protection Standards”), which became effective on 1
January 2022, and to conform to the Core Shareholder Protection
Standards; and (ii) make some house-keeping changes.
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Environment, Social and Governance Report

RE T8 RERRS
CONCEPTS AND PRINCIPLES W& 2 R BB R R B
Reporting period of this section covers the period from 1 January A EIEREESHE_—_= _fﬁ—ﬂ—lﬂ%—‘:
2023 to 31 December 2023 with certain content beyond such _—\,__i‘i’ A=+—H8 ' #52ARBH
period. & & o

Longhui International Holdings Limited (“Longhui International”)
issues its Environment, Social and Governance (“ESG") report
regularly on an annual basis.

Report content covers the business performance of Longhui
International’s headquarter and its subsidiaries, including the 10
restaurants under the brand of Faigo (“ME&f”) and Xiao Faigo
Hotpot (" /N # & A # ") in Shanghai, China, as well as its
administration office.

This section is prepared in accordance with the Environmental, Social
and Governance Reporting Guide (the “Guide”) under Appendix 27
of the Listing Rules issued by the Hong Kong Stock Exchange
("HKEx"). The reporting principles of “Materiality”, “Quantitative”,
“Balance” and “Consistency” set out in the Guide underpinned the
preparation and contents of this report, as well as the presentation
of the information. This report covers the same period as the
Group's fiscal year.

To reduce paper usage, no printed copies of this report are provided.
The figures and data in this section are from our archived files, records
and statistics. If you have any feedback about this section, please
email to jyuan@faigo.com.cn, to help us improve and keep abreast
of the times.

OUR COMMITMENT TO SUSTAINABILITY

As a renowned hotpot chain in the PRC, Longhui International has
always upheld the right business operation and business ethics. We
are committed to replicating the successful business model into
various regions of China to become an outstanding hotpot
restaurant chain in the PRC.
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We believe that outstanding environmental, social and governance
management is the cornerstone of sustainable development. Due to
the continuous outbreak of the novel coronavirus pandemic
("COVID-19") in the past three years, the whole world has realized
the huge impact climate change is having on humanity, which
undoubtedly placed the catering and tourism industries at the
epicenter. We would like to take this opportunity to express our
sincere gratitude to all employees for their efforts over the past
three years of epidemic and for staying with us during this difficult
time to enable the normal operation of the Group’s business. With
Longhui International’s years of market experience, industry
knowledge and commitment to success, we will overcome all
challenges. 2023 is the first year of the post-pandemic era. The
overall macroeconomic environment has achieved a stable
development with the resumption of normal operation of the society
and the introduction of various economic stimulus measures by the
central government. However, the catering industry continues to face
challenges such as the slowdown in growth and the transformation
of operational strategies since 2021, and Longhui International has
accelerated its effort to cope with the changes in market and
policies, maximizing operational excellence and striving to maintain
its brand competency through cost control, demonstrating high
resilience and steady development in a sluggish market. Hence, even
though the Group closed three Xiao Faigo restaurants in 2023, we
reassured impacted staff and offered them priority re-employment
pledges.

We have taken pre-emptive measures to nearly switch to all low
carbon and clean induction stoves in response to climate change. In
the future, the Group will gradually replace other energy
consumption with cleaner energy, such as using electric vehicles in
transportation to reduce overall carbon emission.

Through communication between the Group and its employees,
suppliers and other stakeholders, the most important issues for the
Group in 2023 were still the health and safety of employees and the
food safety and quality management. Therefore, in 2023, the Group
had been concerned about the health and safety of its employees
and the provided reassurance for the employees from the closed
restaurants. Meanwhile, in addition to the continuous stringent
control of the quality of ingredients to ensure the high quality of
food in restaurants, the Group has also stepped up its ESG
requirements and assessment of its supply chain partners to enhance
the efficiency and quality of operation.

70 LONGHUI INTERNATIONAL HOLDINGS LIMITED  ANNUAL REPORT 2023

BARGEEFHNERE HEREARLEER
HAKBERRERNED - FESFOH TR
WEMAZRE(THIHFBRE)S2RER
BRBYTRIEZLCHAMNRERZE - &
RANKEXBERCEEETRITENTE
2= BMARLEHEMUBIERE=FR
BHEANENES  YERBMAERRS
AEBRBF/ALTEET - BREREBRKZ
FMSER  TEMNBREKINE AL B
MERRAEHRE —E_=FREEER
RHOFE—F  BELEMREFEERF - A
RRRBFHELSERAEERER BRER
BRESIFRER BERTERDEE=
T -FURNERNENEERBELE
e EREEBRTNREAT S R BEE
£ BELE  BBBKAZEGRTRE
BN EEERZANTEPRASHUENR
BER - Al —CT-=FAKEBMATIX
MEFES - YRARENLWMEZEST
b FIE LB B FER A

BMARRHERIRELEBGEMS £T2E
BREBRFENEWE - KK - EEMER
HESTE  AKRESEFLRAERZNERAK
P RBEDHELETESHST  UEFEEE
BRVBRIEIK °

BREAEERET HEFLEEE N
ENRA —To=FYHAKEME RE
ENZERACEIRFERENRENE R
mEER At  AREE_T_=—FHE
BIEIHE BIR2THEUKREEEE
THRETE: AR KT TEHERERNE
E HMREEBERVESESFKFN K&
BUEMALHEES(ERHFNESGERME
e SEEERMMNSER -



Environment, Social and Governance Report
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Longhui International adheres to sustainable development by
continuously renewing its environment, society and governance
practices.

First, in terms of environmental responsibility, we actively respond to
climate change, continuously monitor energy consumption, explore
the use of clean energy, strictly cooperate with waste control, and
raise the awareness of environmental protection among our
employees. At the same time, the Group is committed to
contributing to the central government’s goal of peaking carbon
emissions by 2030 and achieving carbon neutrality by 2060.

Second, in terms of social responsibility, 2023 is the first year of the
post-pandemic era, and all economic activities have gradually
resumed normal operation. As a result, Longhui International focuses
more on safeguarding and caring employees; we combine customer
needs and quality management to create “efficient and high quality”
restaurants; at the same time, we keep community needs in mind
and continue to give back to the community on a regular basis to
help each other and build a harmonious community.

Third, in terms of corporate governance responsibilities, we strictly
comply with all laws and ethical standards; strictly monitor our
suppliers and establish long-term amicable relationships; establish a
fair and effective employment system to ensure the rights and safety
of employees and retain talents; manage quality and build mutual
trust with customers. In addition, we continue to optimize our
efforts in information disclosure to ensure that timely, accurate and
complete information is provided to all the stakeholders of the
Group.

Longhui International continues to place ESG at the core of its
strategy and actively responds to the challenges of climate change.
We promise that while pursuing stable development in the future,
the Group will strive to achieve sustainable development planning to
make long-term contributions to the sustainable development of the
world.
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BOARD STATEMENT

While pursuing its business development, the Board of Longhui
International attaches great importance to ESG and sustainability
management.

The Board of the Group strictly complies with the Environmental,
Social and Governance Reporting Guide issued by the Hong Kong
Stock Exchange to formulate strategies and targets related to ESG
and sustainability, review the progress of the target and take overall
responsibility for the ESG strategies and reporting of the Company.

Every year, the Board is involved in all processes of discussing,
assessing, prioritising and finalizing significant ESG issues. Business
risks are assessed based on the Group’s internal and external risks
and the importance of stakeholders and their potential risks are
analysed and studied in order to formulate medium and long-term
ESG strategies.

During the reporting period, the Board has discussed and approved
the significant ESG issues identified and formulated ESG strategies,
objectives, risk control and management approaches based on the
relevant issues. The Board regularly reviews the relevant ESG work,
updates the risk assessment, optimizes the ESG governance
structure, and proposes and implements the future sustainable
development direction.

STAKEHOLDER COMMUNICATION

We understand that the promotion of sustainable development is a
long-term and sustained plan, therefore, we have been in close
communication with individual stakeholders in hope of improving
the sustainable development strategy of the Group by responding to
their concerns, absorbing new ideas and evolving to adapt to the
constantly-changing external environment, thus creating longer-term
value for stakeholders while ensuring that the Group is on the right
developmental track. During the reporting period, the Group
communicated with stakeholders through various means such as
interviews, questionnaires, regular reports, seminars,
service hotlines, third-party surveys and community and charity
events. We collected their opinions and questions which had been
reported to the management, and adopted those feasible to improve
daily operating performance.

customer
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PERFORMANCE IN 2023

The continuous outbreak of the COVID-19 pandemic in the past
three years has led to significant changes in people’s habit of dining
outside, including the number of times they dine out and dining
hours. Coupled with the slowdown in economic growth and the
geopolitical instability in various countries, people’s financial position
and consumption confidence has also been affected. Therefore,
2023 remains a difficult year for the catering industry. In face of the
ever-changing market environment, policies and daily needs, Longhui
International’s business operation will have to evolve accordingly, but
our corporate values and culture over the years will never change.

On the premise of maintaining its own specialty hot pot, despite the
tough operating conditions, Longhui International only closed three
Xiao Faigo restaurants, which demonstrated the Group’s efficient
operating strategy and ability to successfully retain the entire brand
and maintain the normal operation of the Group in an adverse
economic environment. By the end of 2023, Longhui International
had 9 outlets, of which four were Da Faigo and five were Xiao
Faigo.

Food safety and quality had always been a top priority for Longhui
International. The Group took food safety and quality management
seriously and insisted on putting customers first. In order to cope
with the increase in customers after the pandemic, we strived to
innovate services and menu items, empowered food safety
management with technology, and utilized special services such as
digital ordering to meet different customer requirements and
enhance customer satisfaction.

Although people’s lives have gradually returned to normal after the
pandemic, Longhui International’s awareness of the health and safety
of employees is no less than that during the pandemic. We have
taken effective measures to protect the health and safety of
employees and to meet their daily needs. The Group’s emphasis on
safety not only protects employees, but also provides a safe, clean
and tidy dining environment for customers. It is one of the
manifestations of a catering enterprise’s social responsibility that
employees are offered a secured job while the enterprise can grow
healthily and provide services to the community. The Group's
persistence has distinguished Longhui International from other hot
pot restaurants and made it popular among customers.
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Environmental Responsibility

As a food and beverage enterprise, the Group always adheres to the
principle of environmental protection. To cater for the needs of
environmental protection, the Group has used induction stoves in
daily operation, which greatly reduced greenhouse gas emissions as
compared to gas stoves. Meanwhile, we strictly comply with and
adhere to the Environmental Protection Law of the People’s Republic
of China ({ZEARXEMEIIRIERE L)), Energy Conservation Law
of the People’s Republic of China ({4 A R £ B & 49 88 JR)%))
and other relevant laws to conserve energy and restrain from
wastage as well as promote the recycling of resources in an effort
to protect and improve our environment. Pursuant to relevant laws,
the Group has put in place strict supply chain management
processes and strengthened its management of daily operation.

During the reporting period, given the nature of the Group’s
business, hotpot catering service, which does not involve any
production or processing business, the Group’s greenhouse gas
emission mainly derived from the carbon footprint of electricity,
water, gasoline and natural gas consumption in its 9 restaurants and
delivery vehicles in Mainland China.

Longhui International’s total greenhouse gas emissions in 2023 was
1,196 tonnes of carbon dioxide equivalent, representing a year-on-
year increase of 59% as compared with 751 tonnes of carbon
dioxide equivalent in 2022. The increase was mainly attributable to
the full lifting of the prevention measures in the PRC in 2023, the
resumption of normal business hours and operation of the Group’s
restaurants, as well as the closing of three restaurants during the
year, which led to a rise in the total electricity consumption required
and the average electricity consumption per restaurant.
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Among the greenhouse gas emissions, purchased electricity that are
indirect emissions increased by 83% year-on-year from 489 tonnes
of carbon dioxide equivalent in 2022 to 895 tonnes of carbon
dioxide equivalent in 2023.

Natural gas fuels in stationary sources in direct emissions increased
by 36% year-on-year from 211 tonnes of carbon dioxide equivalent
in 2022 to 287 tonnes of carbon dioxide e