Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong
Kong Limited take no responsibility for the contents of this announcement, make
no representation as to its accuracy or completeness and expressly disclaim any
liability whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of this announcement.

ANNOUNCEMENT OF RESULTS
FOR THE YEAR ENDED 31 DECEMBER 2023

The Board of Directors (the “Board”) of China Lilang Limited (the “Company”)
iIs pleased to announce the audited consolidated results of the Company
and its subsidiaries (together referred to as the “Group”) for the year ended
31 December 2023. This announcement, containing the full text of the 2023
Annual Report of the Company, complies with the relevant requirements of the
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited in relation to information to accompany preliminary announcements of
annual results.



About O [
China Lilang
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China Lilang is one of the leading PRC menswear enterprises. As an
integrated fashion enterprise, the Group designs, sources and manufactures
high-quality business and casual apparel for men and sells under the
"0 O LULANZ"and “[0 O LESS IS MORE" brands across an extensive retail and
distribution network, covering 31 provinces, autonomous regions and
municipalities in the PRC.
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China Lilang Limited

Financial Highlights

2023 Annual Report

ooon
Year ended 31 December
oooooooooooo
2023 2022
ooooo goooo
(RMB million) (RMB million) Changes(%)
00000000 peepepupuuguinin| 00 (%)
Revenue o 3,543.8 3,086.2 +14.8
Gross profit oad 1,706.8 14202 +20.2
Profit from operations good 610.6 519.1 +17.6
Profit for the year good 530.4 4481 +184
(RMB cents) Changes(%)
oooooo oooooo 00 (%)
Earnings per share good
- Basic -0d 44.30 3742 +184
- Diluted -00d 44.30 3742 +184
Shareholders’equity per share oooooo 331.3 3158 +4.9
Interim dividend per share gooooo HK13 cents U [ HK13 centsJ [ 0
Special interim dividend per share goooooon HKS5 cents [ [ HK5 cents O O 0
Final dividend per share oooooo HK13 cents [ [ HK9 cents 0 O +44.4
Special final dividend per share oooooooo HK5 cents [ [ HK5 cents 0 [ 0
(% points)
% 00000
Gross profit margin gogd 48.2 46.0 +2.2
Operating profit margin goooo 17.2 16.8 +04
Net profit margin oood 15.0 14.5 +0.5
Return on average gooood
shareholders' equity™” ogo 13.7 12.0 +17
Effective tax rate oooo 19.4 18.1 +13
Advertising, promotional and gooooo
renovation expenses goog
(as a percentage of revenue) ogopooooon 14.7 13.0 +1.7
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Financial Highlights (continued)

O0000oo

ooooooo

Six months ended

30 June 2023

Year ended 31 December oo

oooooooooooo ooooo

2022 Doooo

ooooo goooo oooo

Average inventory turnover days? ooooooop @ 170 195 21
Average trade receivables oooooooo

turnover days® ooooe 42 54 51
Average trade payables oooooooo

turnover days® googw 130 111 140

Notes: googd

m

Return on average shareholders’ equity is equal to the profit for the year divided
by the average of the beginning and closing balance of total shareholders’equity.

Average inventory turnover days is equal to the average of the beginning and
closing inventory balance divided by cost of sales and multiplied by the number
of days in the year.

Average trade receivables turnover days is equal to the average of the beginning
and closing trade and bills receivables balance divided by revenue (including
value-added tax) and multiplied by the number of days in the year.

Average trade payables turnover days is equal to the average of the beginning
and closing trade and bills payables balance divided by cost of sales and
multiplied by the number of days in the year.
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Chairman’s Statement
HREgERE

Operating in such a challenging business environment, China Lilang
actively responded to the changing market by continuously facilitating new
retail business, promoting sales and driving store efficiency. By launching
quality and iconic items as well as rejuvenating the brands, it enhanced the
competitiveness of the Group's brands.
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To all shareholders,

In 2023, China welcomed its first year of recovery after three years of
pandemic. Despite the continued complex and ever-changing global
situation, the economy in mainland demonstrated resilience. Under the
guidance of the encourage consumption policy by the central government,
the retail market has gradually recovered and achieved a moderate growth
in the second half of the year. During the year, China Lilang Limited (the
“Company” or “China Lilang’, together with its subsidiaries, collectively
known as the “Group”) pushed forward the Lilang brand’s strategic upgrade
and achieved both revenue and profit growth, laying a solid foundation for
future sustainable development.

As of 31 December 2023, the Group's revenue for the year increased by
14.8% year-on-year to RMB3,543.8 million. Profit for the year increased by
18.4% year-on-year to RMB530.4 million.
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China Lilang Limited 2023 Annual Report

Chairman’s Statement (continued)
ddU00ooo

During the year, the Group maintained a healthy financial position with
sufficient cash flow. The Board of Directors has resolved to pay a final
dividend of HK13cents (2022: HK9 cents) per share and a special final
dividend of HK5 cents (2022: HK5 cents) per share, thus maintaining a stable
payout ratio throughout the year.

During the year, the Group continued to strengthen the development
of the new retail business. It optimised the integration of online and
offline models and continued investment in new product research and
development capacity to adapt to changes in market demand and
promoted the strategic upgrade of “Lilang’'s Minimalist Men’s Fashion”. By
redesigned logo, revitalizing its brand image and diversified promotional
campaigns to respond to the personalised needs of the new generation of
consumers and leading the fashion trend for Chinese menswear.

To ride on the growing popularity of e-commerce, the Group continued
to expand its new retail business during the year and intensified the
promotion on Tiktok and leverage the e-commerce live streaming to drive
business growth. Prior to the “Double 11 Shopping Festival’, the Group
broadcasted the highlights from “LESS IS MORE Grand Anping Bridge
Show: Knowledge and Practice of the Youth” ("Anping Bridge Show") held
at Anping Bridge, a world heritage site in Jinjiang, Fujian through TikTok to
showcase the minimalist fashion style of China’s Lilang's menswear and laid
a good foundation for the sales during the Double 11 Shopping Festival.
The Group also leveraged complementary advantages of its online platform
and the offline in-stores to foster the growth of the store performance.
During the year, the new retail sales grew by 17.6%. year-on-year.

The Group pragmatically developed its own retail network and supported
distributors in optimising the retail network. As of the end of 2023, the
Group had a total of 2,695 stores, including 296 smart casual collection
stores operated under the direct-to-retail model, 6 smart casual collection
stores operated by distributors and a total of 2,393 core collection stores,
representing a net year on year increase of 51 stores. The Group has
completed the sales channel reform during the year after three years of
hard work, and the four main sales channels established were as follow:
The distribution and consignment models of the core collection, the direct-
to-retail stores of the smart casual collection and the direct-to-retail stores
under the e-commerce sales model has recorded profits respectively, and
successfully enhanced store efficiency and profitability of the Group.
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Chairman’s Statement (continued)
ddU00ooo

With respect to inventory management, the Group has established an
inventory management system with higher sell-through rate, 22 more
outlet stores were opened and sold seasonal products that were not sold in
other stores. The sold-out rate of core collection and smart casual stores has
increased. The new logistics center became operational, together with its
intelligent logistics system has accelerated the delivery speed of goods to
stores, while improving inventory control and achieving cost reduction.

The Group adhered to the brand philosophy of “Simplicity but not Simple’,
the Group implemented the strategy of “Simplified Design, Excellent
Quality”, providing customers with high quality products with value while
increasing investment in research and development and product upgrades,
in which continuously provided greater value for money for the quality
of products and enhanced the attractiveness of China Lilang’s minimalist
menswear brand. Among which, the water repellency test results of the
hydrophobic down 2.0 launched during the year far exceeded the industry
standard, and has been awarded the double certification from the World
Record Certification Agency (WRCA). The market responded actively and
driving sales of down products to increase by 30% compared with the same
period last year.

In respect of brand management and promotion, as the pandemic
subsided, the Group has vigorously carried out promotional activities during
the year. Among which, the most representative of which was the long-
awaited fashion show "Anping Bridge Show”. In January 2024, the Group
also appointed Xu Kai as the new brand ambassador for 00 [0 LESS IS MORE.
The Group launched a redesigned logo. Building upon the original logo, the
visual proportions and graphic design have been optimized with the aim
of enhancing brand vitality and fashion sense. The store space incorporates
immersive technology devices to create a fashionable environment that
suits young people nowadays.

Looking ahead to 2024, the business environment is still full of
uncertainties. However, the central government has actively promoted
economic development and announced 2024 as the “Year of Consumption
Promotion”, which will further enhance the consumer confidence. In order
to conform to the trend of the emergence of a new middle class, the Group
will continued to differentiate itself from other menswear brands through
investment in product research and development, and upgrade its “Lilang
Minimalist Men's Fashion” brand strategy. Together with a more consumer-
oriented sales channel, the Group will cater and lead the demand of the
consumers. In the future, the Group has planned to move towards “Multi-
Brands” and “Internationalization” by exploring other domestic market
segments and markets in different countries while leveraging synergies
between existing products and markets to further foster the sales
performance.
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Chairman’s Statement (continued)
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The Group planned to have a net increase of 100 to 200 stores to expand
the retail scale and enhance operational efficiency. New stores locations
will continue to be targeted at the prime locations at premium shopping
malls in provincial capitals and prefecture-level cities. It will also increase
opening stores in outlets as a channel for inventory clearance. The Group
also planned to provide personalized shopping experiences for customers
through new retail businesses such as live streaming on TikTok and
complement the advantages of online stores and physical stores, while
aiming to achieve 20% or more growth in new retail business in 2024 with a
15% growth rate in overall sales.

Furthermore, the Group will complete the seventh-generation renovation
work of 400 stores to enhance the brand image and shopping environment
through youthful and trendy decoration, as well as to introduce innovative
and differentiated new products to meet consumers’ demand for
personalized apparel. With the significant improvement in inventory
management capability, the Group intensified the launch of new products to
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Management Discussion

and Analysis
Jdoooon

INDUSTRY REVIEW

The year 2023 marked the first year of China’s recovery after three years
of epidemic impact. Despite the complex and severe international
environment, as well as the pressures of shrinking domestic demand
and weakening expectations, the central government intensified
macroeconomic regulation and focused on expanding domestic demand
and boosting consumer confidence, resulting in an improvement in the
overall economy. According to the National Bureau of Statistics of China,
the annual gross domestic product (GDP) was RMB126 trillion, representing
a year-on-year increase of 5.2%. Total retail sales of consumer goods
increased by 7.2% year-on-year. Retail sales of apparel, footwear, headwear
and knitwear and online retail sales of physical goods grew significantly,
with a year-on-year increase of 12.9% and 8.4%, respectively, indicating
that the apparel market is recovering at a faster pace while online sales
are becoming more popular as consumers have gotten used to online

shopping.
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Management Discussion and Analysis (continued)
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Management Discussion and Analysis (continued)

ooddddUooo

FINANCIAL REVIEW
REVENUE

The Group’s annual revenue increased by 14.8% to RMB3,543.8 million in
2023. The increase in sales was mainly due to the resumption of normal
operations together with the resumption of social activities. For smart
casual collection, attributable to more newly opened stores and higher
proportion of sales of premier products, sales per store and average unit
price boosted and resulted in a significant year-on-year increase of 35.2% in
revenue of the smart casual collection. For core collection, the distributors
had to digest the inventory from 2022, which suppressed the order growth
in 2023. However, the Group did not offer any rebates to distributors
during the year (2022: RMB83.7 million). The turnover of the core collection
increased by 10.7%.

By product category, sales of tops increased by 14.3% year-on-year,
accounting for 64.7% (2022: 63.2%) of total revenue, with the down jacket
product category showing the most significant growth of 30.5%. Pants
accounted for 20.9% (2022: 20.7%) of total revenue, with a 12.3% increase
in sales. Sales of accessories decreased by 14.6% and accounted for 7.4% of
total revenue, of which sales of footwear products fell by 18.1%.
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Revenue by collection

gooooog
2023 2022
ooooo ooooo
RMB million % of revenue RMB million % of revenue Increase
Collections oo goooo EEERERZN (O 000 ooogu» aad
Core collection oono 2,841.1 80.2% 2,566.4 83.2% 10.7%
Smart casual collection oono 702.7 19.8% 519.8 16.8% 35.2%
Total ad 3,543.8 100.0% 3,086.2 100.0% 14.8%
REVENUE BY REGION ogoooood

North-Western China and Northern China benefited from the increase in
the number of stores, with sales increasing by 22.5% and 29.4%, respectively.
In Eastern China, sales increased by 14.7% for the year due to the increase
in the number of stores and the growth of e-commerce sales included in
its scope of business. Sales growth in Central and Southern China remained
stable with a growth rate of 12.4%. During the year, there were fewer stores
in North-Eastern China and South-Western China which resulted in lower
sales growth.
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Management Discussion and Analysis (continued)

ooddddUooo

HEFBRELR

Regional Revenue

ooooooo

oood
2023 2022
ooooo goooo
RMB million % of revenue RMB million % of revenue Increase
The Group aa ooooo ERERERZN (OO0 000 oo0o0% oo
Northern China' go! 273.4 7.7% 2113 6.8% 29.4%
North-Eastern China? goe 824 2.3% 742 24% 11.0%
Eastern China® go:e 1,522.6 43.0% 1,327.0 43.0% 14.7%

Central and Southern China* OO *
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Management Discussion and Analysis (continued)

ooddddUooo

COST OF SALES AND GROSS PROFIT MARGIN

Cost of sales increased by 10.3% year-on-year to RMB1,837.0 million. The
gross profit margin was 48.2%, representing an increase of 2.2 percentage
points year-on-year. The increase was primarily due to the significant
increase in sales of the smart casual collection with a higher gross profit
during the year, leading to a higher proportion of sales of the smart casual
collection to total sales. In addition, benefiting from the improvement in
inventory management capabilities, the reversal of inventory provision in
2023 was RMB26.66 million higher than that in 2022, and no sales rebates
were offered to distributors during the year.

OTHER NET INCOME

Other net income amounted to RMB51.1 million (2022: RMB71.5 million),
which included grants from Chinese local governments of RMB47.5 million
(2022: RMB57.9 million). These local government grants are awarded
unconditionally and at the discretion of the relevant authorities.
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Management Discussion and Analysis (continued)
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SELLING AND DISTRIBUTION EXPENSES

Due to the introduction of a new brand logo and the Group's increased
promotion of the minimalist menswear image during the year, coupled
with the postponement of the store renovation program originally
scheduled for 2022 to 2023 due to the impact of the epidemic, selling and
distribution expenses increased by RMB165.6 million to RMB957.3 million
during the year. These expenses accounted for 27.0% of total revenue, up
by 1.3 percentage points from last year.

Advertising expenses and renovation subsidies and expenses increased by
RMB119.7 million to RMB521.4 million during the year, accounting for 14.7%
(2022: 13.0) of total revenue. As the number of smart casual collection
stores increased, the expenses of direct-to-retail stores also increased by
RMB18.7 million to RMB251.4 million, accounting for 7.1% (2022: 7.5%) of
total revenue. Renovation subsidies and expenses increased by RMB19.6
million to RMB258.7 million during the year, accounting for 7.3% (2022: 7.7%)
of total revenue.

ADMINISTRATIVE EXPENSES

Administrative expenses amounted to RMB177.1 million, a decrease
of RMB1.7 million compared with the same period last year, and the
proportion of revenue decreased to 5.0% (2022: 5.8%).

OTHER OPERATING EXPENSES

Other operating expenses amounted to RMB12.8 million (2022: RMB2.1
million), mainly due to the increase in charitable donations.

PROFIT FROM OPERATIONS

Profit from operations increased by 17.6% to RMB610.6 million. This was
mainly due to the increase in gross profit. The operating profit margin
increased by 0.4 percentage point to 17.2%.
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NET FINANCE INCOME

Net finance income was RMB47.2 million, an increase of RMB19.4 million
over the previous year, mainly due to the increase in interest income as a
result of the increase in fixed deposits. However, an exchange loss of RMB2.7
million was recorded due to the depreciation of RMB during the year (2022:
RMB6.5 million).

INCOME TAX

The effective income tax rate for the year was 19.4%, representing an
increase of 1.3 percentage points compared with last year, mainly due
to the decrease in inventories and right-of-use assets provisions during
the year and the decrease in deferred tax credits. During the year, one of
the Group's Chinese subsidiaries qualified as a high-tech enterprise, and
enjoyed a preferential tax rate of 15%. The other two subsidiaries registered
in Tibet also enjoyed the local preferential tax rate of 15%.

NET PROFIT

Net profit was RMB530.4 million, an increase of 18.4%. The net profit margin
increased by 0.5 percentage points to 15.0%.

EARNINGS PER SHARE

Earnings per share were RMB44.30 cents, representing an increase of 18.4%.

FINAL DIVIDEND

The Board has resolved to pay a final dividend of HK13 cents (2022: HK9
cents) per ordinary share and a special final dividend of HK5 cents (2022:
HK5 cents) per ordinary share in respect of this financial year, making a
total dividend payment of approximately HK$215.5 million (equivalent to
approximately RMB196.7 million). The final dividend and the special final
dividend will be paid in cash on or around 22 May 2024 to shareholders
whose names appear on the Company’s register of members on 7 May
2024.
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BUSINESS REVIEW
SALES CHANNEL MANAGEMENT

The Group has been actively reforming its sales channels. After three years
of effort, the Group has established four main sales channels that were all
profitable during the year: the distribution and consignment models of
the core collection, the direct-to-retail stores of the smart casual collection
and the direct-to-retail stores under the e-commerce sales model. This has
allowed the Group to more closely match its products and services with
the purchasing patterns of Chinese menswear consumers and drive sales
growth. During the year, each of the sales channel has recorded profit and
sales per store increased significantly, further reflecting the effectiveness of
the sales channel reform.

The core collection currently has a total of 2,393 stores, of which 39% (936
stores) operate under the consignment model. The Group continues to
consolidate and develop its nationwide sales network through long-term
cooperation with distributors to provide services to domestic consumers.
The Group also continues to pragmatically support distributors in
optimizing the retail network, while insisting on opening stores in premier
shopping malls with prime business locations, and attracting customers
and boosting sales with renovations that showcase brand characteristics.

During the year, the smart casual collection continued to expand its store
network, optimize store locations and improve the utilization of store space.
The refurbishment of stores in Jiangsu, Qingdao and Wuhan has been
completed, resulting in a significant improvement in the sales efficiency of
the stores.

As at the end of December 2023, the Group had a total of 2,695 retail stores
nationwide, a net increase of 51 stores during the year. This included a net
increase of 8 core collection stores and 43 smart casual collection stores.
The new stores are mainly concentrated in Eastern China and North-
Western China. As at the end of December 2023, the total retail store floor
area was approximately 429,543 square meters (31 December 2022: 403,703
square meters), representing an increase of 6.4% compared with the end of
the previous year.
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As at the end of December 2023, there were 879 stores (31 December 2022: Ooobooooooobooooooo
835) in shopping malls, accounting for approximately 32.6% of the total g0 uuooouobDogDosss
store count and approximately 35.1% of total retail floor area. In addition, Uooooboog32entdioood

there were 77 outlet stores (31 December 2022: 55).

Changes in the number of stores by region are as follows:

gossbsadoobooooooog 7o
oobooobooboobogssom

gbobogbooooaoad

Number of Stores
good

As at As at
1 January 2023 Opened during Closed during 31 December 2023
gooooo the year the year gopooon
Region oo oooo gooog oooo gpooogo
Northern China oo 252 41 26 267
North-Eastern China od 151 14 33 132
Eastern China ogd 744 102 72 774
Central and Southern China 0O 0O 715 72 66 721
South-Western China oo 502 32 43 491
North-Western China od 280 48 18 310
2,644 309 258 2,695

As at 31 December 2023, 296 and 1 of the 2,695 stores were direct-to-retail gbobooooboooboogo2essstnd
smart casual collection and core collection stores, respectively while the oOobO2e00000010000000
remaining stores were mainly operated by distributors, sub-distributors or gooouoobbbooouoobobood
consignees. During the period, the number of distributors remained at 65, oo uooogesdd

while the number of sub-distributors increased from 735 to 769.
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The breakdown of the number of store is as follows:

31 December 2023
O0000O0CcOoOoDooo

FEFIBERLTF 0oooooo

oooboooobooo

31 December 2022
Oo00oO0oooooooag

Smart Smart
Core Casual Core Casual
Collection  Collection Collection Collection Total
ooo Ooooo ooo gooogo oo
By operations googd
Direct-to-retail stores ogo 1 296 297 1 251 252
Consignment ooo 936 0 936 938 0 938
Distribution ooo 1,456 6 1,462 1,446 8 1,454
Total number of stores 00O 2,393 302 2,695 2,385 259 2,644
By type of stores ooogo
Street stores goo 1,429 15 1,444 1433 21 1,454
Storesin shoppingmalls OO OOO0O
and outlet stores googno 703 253 956 671 219 890
Shop-in-shops in ogoooo
department stores 261 34 295 281 19 300
Total number of stores O OO 2,393 302 2,695 2,385 259 2,644

In terms of inventory management, the Group strengthened its inventory
management capabilities, opened 22 more outlet stores and sold seasonal
products not yet sold in other stores. The sell-through rate of core
collection and smart casual collection stores continued to increase. The
new logistics center became operational. Its intelligent logistics system
contributed to the implementation of the Group’s nationwide logistics
network and accelerated the delivery speed of goods to stores, while
improving inventory control and achieving cost reduction and efficiency
improvement. As at the end of December 2023, a provision of RMB66.5
million has been made in accordance with the Group's inventory provision

policy.
NEW RETAIL DEVELOPMENT

During the year, new retail remained one of the Group’s top priorities for
business development. The Group vigorously expanded its e-commerce
live streaming business to cater to the shopping preferences of male
consumers who tend to consume fashion and entertainment at the same
time. Platforms such as TikTok were utilized to provide consumers with
detailed product information through lively and vibrant commentary,
thereby driving growth in the online business.
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The Group launched the hot pants products on its e-commerce platform
during the 618 E-commerce Shopping Festival, demonstrating its ability
to replenish orders quickly with the rapid response of its production plant
and seven newly-added production lines. On the eve of the Double 11
Shopping Festival, the Group held the "Anping Bridge Show” at Anping
Bridge, a World Heritage Site in Jinjiang, Fujian. The event showcased the
minimalist fashion style of China’s Lilang’s menswear through the highlights
of an outdoor fashion show broadcast on TikTok and laid a good foundation
for the sales during the Double 11 Shopping Festival.

In addition, the Group has completed the transformation of its e-commerce
platform into a self-operated model, allowing it to deploy its online
business more flexibly. The Group has increased the number of new
products available for e-commerce sales to enhance the attractiveness of
e-commerce and improve the shopping experience for consumers. The
Group continues to utilize the WeChat platform to open stores and provide
customer relationship management on WeChat Mall, taking advantage
of the interactive features of the social platform and leveraging the
complementary advantages of online and offline services, thus promoting
the growth of stores efficiency.

By investing in intelligent workshops and a smart warehouse and logistics
distribution system, the Group has improved its ability to replenish orders
quickly, resulting in a 17.6% year-on-year growth in new retail sales during
the year.

PRODUCT DESIGN AND DEVELOPMENT

Adhering to the brand philosophy of “Simplicity but not Simple’, the
Group implemented the strategy of “Simplified Design, Excellent Quality”,
providing customers with high quality products with value while increasing
investment in research and development and product upgrades, in
order to enhance the value for money of the quality of its products and
increase the attractiveness of China Lilang’s minimalist menswear brands.
During the year, the proportion of products with original designs for sale
was approximately 75%, and the proportion of these products utilizing
proprietary fabrics developed by the Group was around 50%.
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After the successful launch of the Hydrophobic Downs 1.0, China Lilang
launched the newly upgraded Hydrophobic Down 2.0 during the year.
The water repellency test of the down reached level 5 water repellency for
over 10,000 minutes, which is more than 20 times the industry standard.
The down also retains its original fluffiness even after machine washing
and dries quickly, and has been awarded the double certification from
the World Record Certification Agency (WRCA) as the “down with the
best hydrophobic performance” and “the world's outstanding down with
ultra warm technology”. The launch of the hydrophobic down attracted
considerable attention from consumers, resulting in a 30.5% increase in the
Group’s total down sales compared with last year.

The wash-resistant polo shirt collection launched in the summer also uses
the fabric independently developed by China Lilang. By replacing the
traditional sewing process with the 1800 high-temperature seamless
heating-pressing technology, combining high-strength yarn with a stable
shrinkage rate, coupled with a special high-fastness dyeing process, even
if repeatedly worn, washed and ironed, the shirt is still as smooth, bright
and colorful as new, effectively solving consumer’s cleaning and care
problems. The collection is also more efficient in heat insulation and sun
protection, comfortable to wear and cool to the touch, and the modeling
style highlights the aesthetic standard of simplicity, good taste, and fashion,
winning the favor of a wide range of consumer groups.

There are a total of approximately 343 staff members in the Group's research
and development department, who are meticulously engaged in all areas
of product design, material development and sample creation, so as to
enhance the overall competitiveness of the Group’s products.

BRAND MANAGEMENT AND PROMOTION

The Group sells its menswear products through its core collection and
smart casual collection, which continue to provide consumers with high-
quality minimalist menswear and a fashionable dressing experience. The
core collection mainly targets consumers aged 25 to 45 in third- and
fourth-tier markets and is being further expanded into first- and second-
tier markets. The smart casual collection focuses on urban youths aged
20 to 30 in first- and second-tier markets by adhering to the concept of
“LESS IS MORE’, with lighter and more casual designs that exude a sense of
youthfulness.

FEFIBERLTF 0oooooo

gbgobwobooboboobao
gbobooboobboobooo2ogn
gboooboobooboroocobdstd
gbogobobg2oboboobbooon
oboobOoobooboobooooo
oobOoOobDOowrCcCADODODOODOOODO
boboggbouobooooboobobod
gouoooooobooooogoon
goooboobooooobobooooon
UbobDoooOod305%0

ooooooopepolo0DOOoooonOO
gobobodouobboobodsooonbn
goobobbooooooobooooon
goooboogooobobbooooon
goobooooobbooooooo
obobooobobooboobooo
obobooobooooooooboooo
ooobOooboooboobooobooon
gogbobooooooboboooooon
gboooooo

ooocoooobObooos340o0o000
ooooooooooboocoboooon
ooobooobobooobooobooo
oooo

gogooooo

goboboboooooobbooooon
oobobooboooooocoooon
obobooooboooooooboooo
oobooog2sd4s00ooooogon
gooboooooooboboooon
gbooobooboooob2o0g3ebon
gbobooooooooooobobon
gboobogoooobooobo

23



China Lilang Limited 2023 Annual Report



Management Discussion and Analysis (continued)
obodooidUooo

The Group's outstanding craftsmanship was awarded the “Secondary Award
for Scientific and Technological Advancement” at the 2023 Science and
Technology Awarding Ceremony of the China National Textile and Apparel
Council.

The Group also received various accolades for its brand enhancement
efforts, including the “Brand Enhancement Discovery Award of the Year” at
the 2023 T-EDGE Global Innovation Conference, the “Pioneering Minimalist
Menswear Brand” at the 2023 Brand Power (Kunming) International Summit
Forum (20230 0 O OO O O OO O O O0O0O ) and the “Star-and-Fans
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PROSPECTS

Looking ahead, the international environment remains complicated. While
there are issues such as overcapacity in certain industries in China and low
social expectations, the central government is vigorously stimulating the
economy and has designated 2024 as “The Year of Consumption Promotion’,
thereby creating a positive retail atmosphere. In order to conform to the
trend of the emergence of a new middle class, the Group will continue
to differentiate itself from other menswear brands through investment in
product research and development, and promote the strategic upgrading
of the “Lilang Minimalist Men's Fashion” branding. Together with more
consumer-oriented sales channels and the demonstration of effectiveness,
the Group will expand the store network, accelerate the development of
new retail to cater and lead the demand of the consumers. The next step is
to move towards the goals of multi-brands and internationalization as well
as to lead the menswear trend and strive to enhance sales performance.

This year, the Group will focus on leveraging the advantages of sales
channel reform, and plans to achieve a net increase of 100 to 200 stores to
expand its retail scale. The Group will continue to open new stores in prime
locations at premium shopping malls in provincial capitals and prefecture-
level cities to achieve better store performance. It will also continue to
expand the scale of opening stores in outlets as a channel for regular
inventory clearance to increase product sell-through rates.

The Group will also step up efforts to develop new retail businesses,
especially through methods such as e-commerce live streaming on
TikTok, to provide personalized shopping experiences, establish a closer
connection with consumers, complement the advantages of online stores
and physical stores, and optimize its channels to further drive sales growth,
aiming to achieve 20% or more growth in new retail business in 2024 with a
15% growth rate in overall sales.

To enhance its brand image, the Group plans to complete the seventh
generation renovation project for 400 stores by 2024. Through a simple,
refined, youthful and fashionable decoration style, consumers visiting the
stores are able to experience China Lilang's brand concept of “Simplicity but
not Simple” more intuitively, while the spatial layout is being enhanced to
create a more comfortable shopping experience for consumers.
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In terms of product positioning, the Group will continue its strategy of
providing high product quality with attractive price and will continuously
introduce innovative and differentiated new products to meet consumers’
desire for personalized clothing. With the improvement of inventory
management ability and further reduction of off-season inventory, the
Group will intensify the launch of new products to increase the proportion
of higher-priced new items, thereby improving the average selling price
and the overall profitability of the products.

In order to reach and satisfy more customer needs, and to improve
competitiveness of the Group's brands, the Group has implemented a
“multi-brand and internationalization” development strategy and is actively
seeking to collaborate with international brands in domestic market with
the aim of providing consumers with diversified choices catering to their
different needs in clothing.

As one of the leading menswear brands in China, China Lilang has
established a solid sales network in the Mainland after more than 30
years of development. With the growing interconnectivity of the global
market, the Group is planning to push its brands into the international
arena and expanding overseas markets. The Group believes that the
internationalization of its brand will not only bring about a new style for
the Group and enrich the product design, but also broaden its sources of
revenue and welcome more market opportunities.

In the long run, the Group intends to further consolidate China Lilang’s
leading position in the menswear industry and realize sustainable long-
term growth, which in turn will enable it to reward its shareholders, staff
members and customers for their support.
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LIQUIDITY AND FINANCIAL RESOURCES
CASH AND BANK BALANCES AND CASH FLOWS

goooooogd
gogoooboooooon

Year ended 31 December
ooooooooooog

2023 2022

ooooo ooooo

RMB million RMB million

oooooo oooooo

Pledged bank deposits ooooooad 971.6 2812
Fixed deposits held at banks oooooo 1,090.5 650.0
Cash and cash equivalents oooooooo 1,077.2 960.1
Total cash and bank balance goooooooao 3,139.3 1,891.3

As at 31 December 2023, the Group had time deposits totalling RMB2,022.4
million (31 December 2022: RMB850.0 million). The Group's total cash and
bank balance was mainly denominated in Renminbi (99.3%).

As at 31 December 2023, the Group had bank loans maturing within one
year totalling RMB289.9 million (31 December 2022: RMB249.5 million)
and bank loans maturing over one year totalling RMB853.3 million (31
December 2022: RMB187.0 million). The bank loans carried interest at fixed
and variable rates.
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Cash and cash equivalents balance increased by RMB117.1 million. Major
cash flow movements during the year were as follows:

— Net cash generated from operating activities amounting to
RMB1,100.7 million.

The major reconciling items between the net amount of operating
cash inflow and the profit before taxation for the year of RMB657.8
million were the increase in trade and other payables, which
reflected the increase in usage in trade bills which will be settled in
later stage. Besides, depreciation amounted to RMB220.5 million.

— Net cash used in investing activities amounting to RMB1,212.0
million, comprising mainly capital expenditure totalling RMB131.7
million, placement of deposits totalling RMB1,099.0 million less
interest income of RMB20.5 million.

— Net cash inflows from financing activities amounting to RMB228.0
million, comprising mainly the payments of final dividends in
respect of 2022 and the interim dividends for the year totalling
RMB348.5 million, the capital and interest elements of lease rentals
paid totalling RMB104.1 million, less net borrowing of bank loans of
RMB687.5 million.

TRADE WORKING CAPITAL TURNOVER DAYS
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Year ended 31 December
Oo0o0ooooooooo

2023 2022
ogoooo googo

Average inventory turnover days goooooboo 170 195
Average trade receivables turnover days oooooooboooo 42 54
Average trade payables turnover days oooooooboooo 130 111

INVENTORY TURNOVER DAYS

The Group's average inventory turnover days was 170 days for the year,
a decrease of 25 days as compared to last year. The decrease of average
inventory turnover days is mainly due to more efficient inventory
management which resulted in higher sell-through rate of inventory.

Total inventory balance decreased by RMB59.4 million to RMB825.7 million.
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As at 31 December 2023, total provision of RMB66.5 million was made in
accordance with the Group's inventory provision policy.

TRADE RECEIVABLES TURNOVER DAYS

The Group'’s average trade receivables turnover days was 42 days for
the year. Turnover days reduced as a result of more long outstanding
receivables were collected and increase in sales proportion of the smart
casual collection which are mainly retail sales during the year.

As at 31 December 2023, a loss allowance provision of RMB29.2 million was
made in accordance with the Group's trade receivables provision policy.

TRADE PAYABLES TURNOVER DAYS

The Group’s average trade and bills payables turnover days was 130 days
for the year. There was no material change in the payment terms with
suppliers. The increase in trade payables turnover days is mainly because of
the increase in usage of trade bills which will be settled in later stage.

Trade and bills payables balance increased by RMB150.1 million during the
year to RMB729.9 million.

DIVIDEND POLICY

The Group adopts a dividend policy of providing shareholders with regular
dividends with a normal target payout ratio of about 45% to 55% of the
Group’s profit for the year. The Board may also recommend the payment of
additional special dividends depending on the following conditions: (i) the
overall profitability of the Group; (i) the cash flows of the Group; and (iii) the
capital requirement for expansions.
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Management Discussion and Analysis (continued)
obodooidUooo

PLEDGE OF ASSETS googd

As at 31 December 2023, deposits with certain banks totalling RMB971.6 obobooooooboooboboon
million (2022: RMB281.2 million) were pledged as securities for bills payable Oo7e00IDOOO0O0O0OO0O0DOO281.2
and bank loans. The pledged bank deposits will be released upon the gooboboooogbobobooboo

settlement of relevant bills payable and bank loans. gooobbooooobooooon
O00o0ooooooooooooon
ooogd

CAPITAL COMMITMENTS AND CONTINGENCIES goooooood

As at 31 December 2023, the Group had total capital commitments of oboboooooobooobobooo
RMB30.8 million, primarily related to improvement project of automated gooogoooobsoesgooooon
plant and production facilities. goobooooboooboboo

These capital commitments are expected to be financed by internal gbobooooooooboboo

resources of the Group. RN
As at 31 December 2023, the Group had no material contingent liabilities. oboboooooobooobobooo
ooooooo

31



32

China Lilang Limited 2023 Annual Report

Management Discussion and Analysis (continued)

ooddddUooo

PRINCIPAL RISKS AND UNCERTAINTIES

During the year, the Company conducted an exercise based on the ERM
Framework, as set out in the paragraph headed “Risk Management and
Internal Controls”in the Corporate Governance Report on pages 93 to 94 of
this Annual Report, to review, assess and control the identified risks faced
by the Group. The Group's key risk exposures are summarized as follows:
Strategic Risks (i) Slow-down of the economy and consumer
spending

(if) Deterioration of market competition
Operational Risks (i)

Ineffective management of the retail operations
of distributors

(if) Misjudgement of fashion trends or changes in
consumers'demand or failure to respond to such
changes in a timely manner

(iii) Ineffective brand promotion activities or failure to
maintain and promote the brand, particularly in
the first-and second-tier cities where the Group
targets to expand

Financial Risks (i) Distributors'and consignees’ credit risks
(if) Inventory risks
Hazard Risks (i) Business susceptible to extreme or unseasonable

weather conditions

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is committed to achieving environmental sustainability and
incorporating it in daily operations. Details of the Group's environmental
policies and performance are summarized in the Environmental, Social and
Governance Report on pages 34 to 78 of the Annual Report.
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FINANCIAL MANAGEMENT POLICIES

The Group continues to control financial risks in a prudent manner. The
functional currency of the Company is the Hong Kong Dollars and the
Company’s financial statements are translated into Renminbi for reporting
and consolidation purposes. Foreign exchange differences arising from
the translation of financial statements are directly recognized in equity as a
separate reserve. As the Group conducts business transactions principally
in Renminbi, the exchange rate risk at the Group's operational level is not
significant.

HUMAN RESOURCES

As at 31 December 2023, the Group had 4,032 staff. Total staff costs for
the year amounted to approximately RMB393.3 million (2022: RMB347.4
million). Details of the Group’s policies on human resources are summarised
in the Environmental, Social and Governance Report on pages 52 to 60 of
the Annual Report.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Thursday, 25
April 2024 to Tuesday, 30 April 2024 (both days inclusive) for the purpose of
determining shareholders who are entitled to attend and vote at the 2024
annual general meeting (2024 AGM"). In order to qualify for attending and
voting at the 2024 AGM, all transfers accompanied by the relevant share
certificate must be lodged with the Company’s share registrar and transfer
office, Computershare Hong Kong Investor Services Limited at Shops 1712-
1716, 17/F, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong
not later than 4:30 p.m. on Wednesday, 24 April 2024.

In addition, subject to the approval of the proposed final dividend and the
special final dividend by the shareholders at the 2024 AGM, the register of
members of the Company will be closed from Wednesday, 8 May 2024 to
Friday, 10 May 2024 (both days inclusive) for the purpose of determining
shareholders who qualify for the proposed final dividend and special final
dividend. In order to qualify for the proposed final dividend and special
final dividend, all transfers accompanied by the relevant share certificate
must be lodged with the Company’s share registrar and transfer office,
Computershare Hong Kong Investor Services Limited at Shops 1712- 1716,
17/F, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong not
later than 4:30 p.m. on Tuesday, 7 May 2024.
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1

ABOUT THIS REPORT

1.1

1.2

1.3

BASIS OF PREPARATION

This report is the 2023 Environmental, Social and
Governance ("ESG") report of China Lilang Limited (“Lilang”
or the “Group”) prepared based on the requirements of the
Environmental, Social and Governance Reporting Guide of
The Stock Exchange of Hong Kong Limited (the "Hong Kong
Stock Exchange”). The reporting period is from 1 January
2023 to 31 December 2023 (the “Year” or “Reporting Period”).
This report is prepared in Chinese, and the English version is
the translation. In case there is any discrepancy between the
Chinese and the English versions, the Chinese version shall
prevail. For the content related to corporate governance,
please refer to the “Corporate Governance Report”in the
2023 Annual Report of the Group.

REPORTING STANDARDS

This report has been prepared in accordance with the
Environmental, Social and Governance Reporting Guide (the
“Guide”) in Appendix 27 of the Rules Governing the Listing
of Securities on the Hong Kong Stock Exchange. Adhering
to the principles of materiality, quantitative, balance and
consistency, this report discloses Lilang’s ESG philosophy,
practice and performance in detail.

REPORTING SCOPE

This report focuses on reporting the environmental and
social policies and performance related to the Group's core
business during the Reporting Period. This report covers
the Group’s headquarters in Jinjiang City, Fujian Province,
including canteens, staff dormitories, flagship stores, a
workshop for samples and small production orders, fabric
research and development and testing centres, office
premises and the Wuli Plant, as well as the logistics centre.
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14

INFORMATION AND FEEDBACK

We value your suggestions or comments for further
improvements. If you have any comments on this report,
please contact us by:

Address: Suite 3402, Lippo Centre, Tower One, No. 89
Queensway, Hong Kong

Telephone: (852) 2526 6968

Email: ir@lilanz.com.hk

2 SUSTAINABILITY MANAGEMENT

2.1

OUR APPROACH TO SUSTAINABILITY

In order to achieve sustainable development, the Group
steadily promotes ESG governance to ensure effective
assessment and management of ESG-related risks and
opportunities. The Group established a comprehensive and
rigorous ESG governance structure since 2021 to assist the
Board in supervising ESG-related matters and to ensure
that ESG-related issues has been incorporated into our daily
operations and considerations.

The Board is ultimately responsible for the overall direction,
strategies, objectives, performance and report of the
Group's sustainable development. The Group has set up
an ESG working group led by senior management and
designated to work among different departments in order
to ensure the continuous improvement of the Group's
sustainable development efforts. The ESG working group
is headed by the vice chairman of the Board, while the
members of the working group are comprised of various
department heads of the Group involved in ESG governance,
including the manufacturing and production department,
fabric research and development department, supplier
management department, human resources, finance,
property management departments, etc. The ESG working
group will hold regular meetings to review their work, report
the work implementation progress to the Board, take into
consideration of the opinions and suggestions of the Board,
and ensure the full implementation of the Group's strategies
and specific measures in the environmental, social and
governance aspects.
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2.2

As global warming has become increasingly severe in recent
years, the Board of the Company is aware of the impact of
greenhouse effect on climate and the potential risks and
opportunities brought by climate change to the Group. As
one of the leading menswear companies in China, the Group
is committed to fulfilling its corporate social responsibility,
incorporating environmental sustainability in daily
operations, and strictly complying with the Environmental
Protection Law of the People’s Republic of China (the “PRC")
and other relevant regulations. Over the years, both the
Company’s manufacturing business and operating products
do not severely pollute the environment. As a responsible
enterprise, the Group still continuously and actively invests
more resources and adopts various measures to save
resources, and reduces emissions through environmental
optimisation. In the meantime, the Company attaches great
importance to various rights and interests of employees,
protects employees’ health and safety, focuses on talent
training, and improves product quality, reduces costs, and
enhances product competitiveness and brand reputation
through product innovation, with an aim to become the
leader of the menswear industry in the PRC.

COMMUNICATION WITH STAKEHOLDERS

The Group highly values and respects the opinion of all
stakeholders, and actively safeguards the legitimate interests
of all stakeholders during our operations. To this end, the
Group have identified all substantial stakeholders, established
and continuously improved various communication
mechanisms, proactively achieved the coordination and
balance of the interests of shareholders, employees,
society and other parties through effective communication
with stakeholders, and jointly promoted the sustainable,
healthy and steady development of the Company. We put
maintaining sustainable relationships with our stakeholders
as one of our top priorities. Apart from understanding the
expectations and demands of stakeholders thoroughly, the
Group takes the thoughts and opinions of stakeholders into
consideration, and actively responds with practical actions
to facilitate mutual growth with stakeholders. During the
Year, we continued to engage with substantial stakeholder
groups on a regular basis by the following diversified means
to ensure timely feedback with our stakeholders on issues
concerned.

2.2
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Stakeholder category Major communication method
ooooooo oooooo

Staff Company intranet
oo oooono

Training and staff activities
goooooo

Labour union
oo

Various seminars
ogoooo

Government and regulatory authorities Regular reporting
ooooooog gooo

Supervision and inspection
oood

Investment institutions/shareholders Company's announcements
agoooooo ogoood

Shareholders'meetings
agooo

Roadshows and reverse roadshows
ooooooon

Strategy conference
gog

Email, telephone, WeChat and corporate website
ooooooooooooo

Suppliers/OEM manufacturers Tenders and biddings
ooooooooo ood

Review and appraisal meeting
gooooo

Regular communication
oooooo

Email, telephone, WeChat and corporate website
oooo0booooooooo

Customers Customer survey
od ogooooo

Call centre and hotline
ooooooon

Customer visits
ogooo

Exhibitions
oogd
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Stakeholder category Major communication method
ooooooo oooooo
Peers Industry forums and exchanges
ood oooooooo
On-site visits
oooooo
Research and investigation
od
Media Performance conference
00 ooooo
Media day
ooooo
Special report
oooo
Local community Community activities

good gooad
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MATERIALITY ASSESSMENT

During the Year, we conducted a benchmarking analysis
on material ESG issues with the support of an independent
third organisation, whereby we reviewed the Group's
existing material issues by benchmarking the material issues
of peer companies as well as the concern paid on material
issues across local and international ESG standards in order
to analyse whether adjustment is needed for the material
issues identified in the past. The materiality assessment
covers the following steps:
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The materiality of various issues identified from the Group's oooooooooooo
materiality assessment during the Year is as follows: uboboooooboog
Material issues Overview of issues
ooooo ogooo
Employee benefits Employees' remuneration, welfare, working hours and other
oood benefits, as well as the recruitment and employment process.
oo0o0oooooooooooOooooooooooo
oo
Human rights and labour interests Basic human rights protection, such as child and forced labour
Oooooooa prevention, as well as labour interests such as labour union and

living wages (which are sufficient to meet the basic expenses
necessary for living).
ooo0oOoOoooooooooOoOoooooooooo
o0o0@oooooooooooooooooomo

gooo
Health and safety Securing the occupational safety of employees, providing
goooo appropriate working environment and promoting their physical

and mental health.
0o000000oO0oo0oooDooooboOoooOoongan

ooooo
Product and process innovation Developing and adopting innovative materials and product
oooooon designs, as well as improving product production technology to

enhance functionality and product sustainability.
ooooo0o0ooooooooOoOoooooooooo
oooooOoogoooooon

Intellectual property rights management Respecting and protecting the intellectual property rights of self

ooooon and others (such as patents, designs, logos, etc).
goodoooooooooooooomooooo
ooooom

Product life cycle Environmental considerations of the enterprise over the whole

goooon product life cycle (from design, raw material acquisition to

production, consumption, handling at the end of life cycle,
recycling and reuse and final disposal), including its carbon
footprint.
gooobooobobmoboooobooboog
goodbooobobooboboobobooog
gooobooooo

Product quality and safety Ensuring the products provided to customers meet the quality

ooooooo requirements and related product health standards.
oo0ooooooooooooOooooooooooo
oo

Supply chain management Evaluating the social and environmental risks along the supply

goooo chain and seeking to enhance the social and environmental

performance of the supply chain through cooperation.
000o0oooooo0ooooooooooooooo
oooooooood
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Overview of issues
oooo

Material issues
ooooo

Sustainable raw materials purchases
goooooo

Ensuring the traceability, sustainability and quality of purchased
raw materials and products.

goooboooboobooobooooobooobogoon

Corporate governance
aooo
governance.

Maintaining an efficient and sound governance structure
(including environmental and social issues) as well as integrity

gobooboooboobooboooooboomon

goooo

Social investment

Facilitating social development through various means, such

good as organising charity activities, carrying out volunteer services,
organising volunteers and making donations.
oooooooo0o0oOooooobooooooDoooo
oooooooooooooo
3 ENVIRONMENT 3 0 [

The Group moves towards the goal of sustainability by
incorporating environmental protection into daily operations
while strictly complying with the Environmental Protection Law
and the Energy Conservation Law of the PRC and other related
regulations. Always adhering to the green production concept,
the Group applies advanced energy saving technologies in
production. Through the establishment and implementation of
an environmental management system that complies with the
ISO14001, we strengthened the environmental protection measures
in a standardised manner and implemented strict management
to ensure that the emission targets of sewage, air, solid wastes and
noise were met. Currently, the environmental management system
that complies with the ISO14001 has fully covered Lilang Creative
Park, Lilang Industrial Park and all employees. In 2023, our products
were awarded the “Certificate of China Green Product Certification”
issued by the State, ensuring that the products comply with the
relevant provisions of the quality attributes in the GB/T 35611-2017
evaluation indicators and methods, and ensuring that the emission
of hazardous substance and emission of carbon from our products
during the life cycle have no impact on the environment.
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3.1

EMISSIONS

The Group has formulated a production-plant management
manual, setting out a series of pollution prevention and
emission reduction measures, such as lawful discharge of
sewage, reduction of air emissions by using clean energy for
the boiler and reduction of non-hazardous wastes generated
during the production process, in order to minimise
emissions at source and reduce the impact of the Group's
operations on the environment. As for gas emissions, air
and greenhouse gas emissions generated by the Group’s
operating activities are limited. The Group does not own
logistics fleets, and the transportation of raw materials and
products are all outsourced to third-party transportation
service providers.

In response to national carbon reduction policies, the Group
actively adopts clean energy. A majority of the electricity
consumed by both the Headquarters and the Wuli Plant is
supplied by electricity generated by a hydropower plant.
Hydropower transformed from the kinetic energy of water
does not consume any fossil fuels. It is therefore widely
considered as a kind of renewable energy that does not emit
any greenhouse gases such as carbon dioxide (CO,) and
methane (CH,). In the meantime, the Group has invested
RMB5.03 million in 2023 to construct a solar photovoltaic
power generation system on the rooftops of the Wuli Plant.
The system will be connected to the grid in the first quarter
of 2024 and is expected to achieve electricity output of
2.15 GWh/year. The electricity generated by the system
will not only satisfy the Group’s operational and domestic
electricity consumption, but will allow the Group to sell the
remaining portion to the State Grid. After the completion
of the system, it is expected that carbon emissions will be
reduced by 214 tonnes. As for air emissions, natural gas is
used instead of coal for the boiler in the Wuli Plant to boil
water to steam-iron apparels. It has significantly reduced air
emissions. Regular repairs and maintenance work for the
boiler are carried out by the Group to ensure it functions
normally. The natural gas emissions of Lilang Industrial Park
are regularly reviewed every year to ensure compliance with
the requirements of relevant laws and regulations.

3.1
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In respect of waste management, the Group strictly
complies with the Law of Prevention and Control of
Environmental Pollution by Solid Waste, Administrative
Measures for Hazardous Waste Transfer Manifests and other
relevant laws and regulations in China, and set out the
detailed management requirements for hazardous wastes
in the environmental policies. Our production does not
involve the processes of weaving, printing and dyeing, and
therefore basically no hazardous wastes will be generated.
For the waste management of fabric testing laboratory,
the Group has formulated internal rules and regulations
such as Technical Service Contract — Hazardous Waste
Management and Disposal and Operation Instruction for
Chemical Waste Liquid Handling and Recycling to ensure
our laboratory's environmental performance complies
with the relevant policy requirements. In the process of
collecting, storing, and disposing of chemical liquid waste,
the Group regards safety protection as the top priority,
and requires the testing specialists of the testing centre to
take safety precaution measures according to the chemical
properties of the concerned liquid waste throughout the
process to avoid chemical corrosion, poisoning and other
safety incidents. Meanwhile, supervisors are put in place
to supervise the safety precaution measures, and halt the
process if any violations are spotted, so as to jointly prevent
the occurrence of safety accidents. A very limited number
of chemicals in the fabric testing laboratory are used for
inspection, where relevant hazardous wastes are collected
and handled by qualified third parties. During the Reporting
Period, the Group discharged a total of 101 litres of chemical
liquid waste, reaching the goal of discharging less than 150
litres in 2023. In terms of new product development, the
Group complies with the internal control standard Q/LLZG
201-2023 of the enterprise standard of Lilang (China) Co,,
Ltd. and GB 18401 National General Safety Technical Code
for Textile Products, and conducts enterprise standard tests
for newly developed fabrics during the year to ensure proper
compliance.
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Non-hazardous wastes which generally come from daily
activities of employees and garden pruning are collected
in a unitary way by the property management company
on a daily basis. In order to reduce the daily use of paper,
the Group promotes a paperless office and reduces the
use of paper by using ERP system, OA system and mobile
phone applications. In addition, the non-hazardous wastes
generated during the production process generally come
from scraps. In this regard, the Wuli Plant has adopted the
following measures to maximise the utilisation rate of fabrics,
thereby controlling costs and reducing scraps generated
during the production process:

1) Strictly adhere to the minimal usage of fabrics and
optimise cutting layouts with a computer program,
based on respective fabric-waste allowances and
product designs;

2) Reduce fabric wastes by providing training to
workers to enhance their skills and by introducing
templates to improve sewing accuracy;
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3) Optimise production equipment to avoid fabric
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! Total air emissions of the boiler include particles, NOx and SO,. This assumes an ! oooooooooobooooooog
average annual total working hours of the boiler is 2,200 hours. The intensity goooooOoooooo2zeo000

(based on the total annual production cost of the Wuli Plant) is negligible.
oo

goooooobooboooooooboon

2 The Group has reviewed the total air emissions of the boiler of 2021 and 2022 in 2 gooooooooooooooooo
order to include data with higher accuracy. The data is then restated accordingly. oooooobooooooooooo
ooooooo

3 Including the non-hazardous wastes generated in the Wuli Plant.
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3.2

USE OF RESOURCES

The Group is well aware of the scarcity of the earth’s
resources. We strictly adhere to the “5S management system”
and require all employees to conserve water and electricity
to cultivate and standardise employees’ awareness of energy
saving and emission reduction. We put up related signs and
posters in the office area and across the plant for promotion
and education, and arrange security guards in the Wuli
Plant to inspect and confirm that the power sources of
all the lights and production equipment are powered off
during lunch hour and after work. In respect of managing
staff dormitories, dormitory administrators conduct daily
inspections and prompts on the water and electricity
consumption in the dormitories. Both the Headquarters and
the Wuli Plant of the Group have switched to LED lighting
since late 2015, improving energy-saving efficiency of light
source and reducing pollution. For the use of resources
during the production process, the Group conducts regular
repairs and maintenance for the boiler to avoid any potential
waste of resources due to equipment ageing or failure and
minimise the use of natural gas for the boiler. In respect of
water usage in production, water used in the boiler in the
Wuli Plant is recycled through reflux line to improve water
efficiency.

3.2
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In respect of products, the Group is committed to reducing
raw material waste and has implemented a couple of
measures to this end. For the precise control of the usage
of fabrics, we effectively enhance the utilisation of fabrics
through production equipment upgrades, commencement
of worker training and adoption of CAD and Berg’s
software to optimise cutting layouts, thereby increasing the
controllability of the usage of fabrics while enhancing the
efficient use of raw materials through customisation based
on the requirements of different orders. As for the usage
of packaging materials, the Group eradicates excessive
packaging for its products and maintains appropriate cost
control, product protection and consumer expectation as
its basic purposes. More environmental-friendly paper bags
are used as shopping bags. Although certain products are
individually packaged in plastic bags, non-woven bags
or paper boxes for the protection against dirt, dust or
damp, we still adhere to the zero-waste principle on this
basis, and engage packaging material suppliers that are in
compliance with the requirements of relevant national laws
and regulations. The Group has formulated a procurement
management plan, under which we engage packaging
material suppliers through tender and determine to establish
long-term partnership with suppliers depending on their
ESG performance.

The consumption of electricity, natural gas, and water in
the Wuli Plant varies, depending on the nature of fabrics
and manufacturing processes of different types of products,
as well as weather and temperature. The Headquarters
comprises office premises, fabric research and development
and testing centres, a workshop for samples and small
production orders, flagship stores, staff dormitories (including
canteens, a coffee shop and a gym). The water, natural
gas and electricity consumption varies depending on the
weather, testing applications of different fabrics and the
frequency of utilisation of different production machinery in
the sample workshop.
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The Group's performance in sustainable development in

terms of use of resources is summarised as follows:

oobooooocboooon
oooooooooog

Unit 2023 2022
oo goooo goooo
Electricity
O
Wuli Plant Consumption quantity KWh 6,172,505 6,509,388
oood oo oono
Intensity KWh/RMB'000 18.26 15.79
oo ooooooooo
Headquarters Consumption quantity kwWh 11,725,560 10,831,080
oad oo oono
Intensity KWh/RMB'000 6.51 641
oo ooooooooo
Logistics centre Consumption quantity kWh 1,614,800* 843,800
oono oo oono
Intensity KWh/RMB'000 0.90 0.50
oo oooobooooo
Natural gas
ooo
Wuli Plant Consumption quantity m? 327,021 306,155
oood oo oono
Intensity m>*/RMB'000 0.97 0.74
oo goooooooo
Headquarters Consumption quantity m? 186,429° 213,769
oagd oo oono
Intensity m?*/RMB'000 0.10 0.13
oo ooooooooo
Logistics centre Consumption quantity m? - -
oono oo oono
Intensity m?*/RMB'000 - -
oo oooobooooo
The logistics centre has officially commenced operation in September 2022. The ¢ oobo22209000000002023
increase in electricity purchased in 2023 is used for the operation throughout the voboboboooooooooo
year.
Due to the adjustments in textile printing business, the consumption of natural > oboooooooooooooood

gas in Headquarters decreased as compared to the previous reporting period.

gboooobooooood
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Unit 2023 2022
oo goooo goooo
Water
0
Wuli Plant Consumption quantity m? 99,768° 89,179
oooo oo ooo
Intensity m?*/RMB'000 0.30 0.22
oo ooooooooo
Headquarters Consumption quantity m? 168,155’ 233,596
oo oo ooo
Intensity m?*/RMB'000 0.09 0.14
oo oooooooood
Logistics centre Consumption quantity m? 32,1608 41,653
ooo oo ooo
Intensity m?3/RMB'000 0.02 0.02
oo ooooooooo
Packaging materials®
oooe
Wuli Plant Consumption quantity tonnes 1,500 1,256
oooo oo O
Intensity Kg/RMB'000 0.83 0.74
oo ooooooog

Due to the addition of automated workshop in the Wuli Plant during the fourth
quarter, the water consumption of the Wuli Plant increased as compared to the
previous reporting period.

The leakage of underground water pipes in the Headquarters during the period
of late January to early February 2022 has resulted in an increase in water
consumption, and the use of water has been resumed to normal for the year,
therefore, the water consumption for the year decreased as compared to the
previous reporting period.

As the water consumption of the logistic centre during the previous reporting
period included construction use, while only domestic use of water is recorded
after the official commencement of operation of the logistic centre, the water
consumption for the year decreased as compared to the previous reporting
period.

Packaging materials include garment packaging bags, paper boxes, shopping
bags and cartons used for the individual packaging of certain products produced
in the Wuli Plant. Packaging materials of individual products purchased from
OEM suppliers are excluded.

The consumption of packaging materials of the Wuli plant increased as
compared to the previous reporting period, primarily due to the growth of
e-commerce business during the year.

goobooooooooobobooDo
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33

ENVIRONMENTALLY FRIENDLY PRODUCTS

In order to protect the environment, the Group has always
been adhering to integrate the concept of sustainability
into our products. Since 2015, the Group has started using
biodegradable bamboo fibre as the fabric for some of
its products. Starting from the 2020 spring and summer
collections, the Group has launched a new eco-friendly jeans
collection. The first batch of products under this collection is
made with blended fabrics of cotton yarn and polyester yarn
extracted from recycled plastic bottles, which is an effective
way to dispose and recycle a certain amount of plastics. In
addition, we made respective strides in the development
of materials, including regenerated fibre decorative labels
and others. As a pioneer of fashion industry in the PRC,
we bravely expand our business vision and support the
promotion of sustainable fashion.

Apart from the innovative mind for raw materials, we are also
committed to minimising the energy consumption during
the production process of environmental-friendly products.
To reduce the use of other resources in the production of
jeans, the Group has adopted the latest washing technology
in the washing process of some of its jeans products, which
reduces water consumption by about 20% on average and
also saves labour and energy consumption.

In addition, the Group launches various eco-friendly
products as special edition products for its online shops
since 2021 fall and winter. The materials of the products
will be made with eco-friendly fabrics made of recycled
plastics and/or fast-growing non-edible plants, which
will be sourced from suppliers with sustainable practice
certification. It encourages customers to purchase green
products and engage in green consumption.

33
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34

CLIMATE CHANGE

In recent years, extreme weather events have become more
frequent due to climate change. Adverse or unusual weather
conditions may lead to changes in product design direction
and timing of sales. For example, in face of global warming
characterised by shortened spring, earlier fall and delayed
winter, corresponding adjustments are required to tackle
such situation. In terms of product design, fabric thickness,
trending styles and such would be affected accordingly. In
terms of sales, seasonal changes may upset the sales of thick
coats and down jackets, thus increasing the inventory risk.

To manage corresponding risks and minimise losses as much
as possible, the Group has implemented various measures
against climate change, including:

1) To reduce the consumption and production of raw
materials processed by spinning, weaving, dyeing
and finishing as well as the carbon emissions
generated by wastewater and solid wastes, choose
and use fibre materials, slurry, dye and auxiliary which
are eco-friendly and adopt clean energy;

2) To choose and apply production craftsmanship
and technologies which are eco-friendly, including
the use of refining and other environmental-
friendly pre-treatment processes, the use of one-
step high-efficient and short steaming process of
desizing, scouring and bleaching, cold pad-batch
and other “less alkali and less oxygen” or “no alkali
and no oxygen” pre-treatment process. To choose
mechanical finishing, low temperature ion treatment
and foam finishing to minimise the consumption
of water, steam and energy in the largest extent,
reduce wastewater discharge and sewage treatment,
reduce the threat of pollution on mankind and the
environment, and reduce carbon emissions.

34
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The Group has adjusted its product mix over the past few years
to reduce the impact of climate change on business. It includes
increasing the proportion of season-neutral products such as
footwears and reducing the proportion of outerwears for cold
weather. In addition, starting from 2020 fall, the Group has adopted
a flexible order management, lowered the order proportion in trade
fairs, and replenished orders quickly based on items with satisfactory
sales in the market, so as to prevent any risks resiliently in advance.

4 SOCIAL

4.1

EMPLOYMENT

The Group practices corporate social responsibility
externally, while at the same time provides a decent working
environment for employees internally to reflect its care for
them. The Group provides equal opportunities to every
employee and supports their diversified development.
Meanwhile, we put a great effort in creating comfortable
and safe working conditions to promote cultural diversity.
We also implement dynamic management to ensure the
physical and mental health of our staff.

We are in strict compliance with national and local labour
regulations such as the Labour Law, the Labour Contract
Law, the Law on the Protection of Minors and the Provisions
on the Prohibition of Child Labour of the PRC to protect the
legitimate rights and interests of employees. In compliance
with the equal employment principle of “fairness, openness
and impartiality”, we focus on candidates’ business ability,
personal quality and development potential during the
recruitment process without any form of discrimination on
grounds of age, gender, race, nationality, marital and family
status, health condition and religion.

Besides, the Group has pooled the thoughts of our staff
and actively listened to their demands and opinions, and
have established an independent labour union organisation
which is responsible for providing feedbacks of employees in
all aspects to the Group. Meanwhile, we have set up different
feedback channels, including complaint hotline, general
manager’s mailbox, various notices, internal communication
system, opinion questionnaire, etc.
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During the Reporting Period, the Group has complied with
relevant employment and labour laws and regulations in all
material aspects, including laws and regulations related to
equal opportunity, diversity, anti-discrimination and welfare.

As of 31 December 2023, the Group had 4,032 staff in
total, which were all full-time employees. The gender, age
group and employment type of the Group’s employees are
summarised as follows (KPI B1.1):

ooooooobobooooon
oooooooooooon
oooooooooooon
oooooooooooo
ooboooooooogd

O 0202301203100 O
obooobds4o32000
oooooboooooon
ooboooooooon
oobocmoooooon

Br.1
Number
of individuals Turnover rate
in 2023 in 2023"
20230 00 20230 000M
Total number of employees gooooo
in the Group 4032 42%
By gender goooo
Male O 1,168 18%
Female O 2,866 52%
By age gooono
Age 16 to 24 160 240 568 41%
Age 251040 250 400 2,485 51%
Age 411059 410 590 960 20%
Age 60 or above 600 00 21 5%
By geographical region ooooo
Mainland China good 4,034 42%
Hong Kong oo 2 0%

Turnover rate was calculated based on “number of turnovers of the category/
total number of employees of the category”, excluding outsourcing staff.

"
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4.2

BENEFITS AND WELFARES

The Group provides competitive remuneration and
benefits in the industry to our employees, and ensures that
outstanding employees will receive corresponding rewards.
Our corporate management system sets forth the policies
on employee compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal opportunity,
diversity, anti-discrimination, and other benefits and welfare.

We attached great importance to the rights and
remuneration of our employees. We conducted regular
inspection on the salary levels of employees at all levels
internally and collected salary status data of the industry
in the labour market externally, and adjusted the salary
and welfare levels reasonably according to factors such
as employees’ positions, work ability, work performance,
technical level and the Group's efficiency. Performance
appraisals for employees will be conducted and specific
measures will be implemented in accordance with the
performance appraisal measures of the departments to
which various positions belong to. Meanwhile, the Group
is committed to paying all employees in full on a timely
manner, while the contributions to social security funds for
its employees are made according to local regulations. The
Group has also adopted a share option scheme to recognise
the contribution of its key employees to the growth and
development of the Group. Employees are entitled to
maternity leave, marriage leave and other leaves, as well as
the rights to apply for other casual leaves in accordance with
the Labour Law in the PRC.

4.2

googo

oobooooocboooon
ooooOo0oooooooon
gguogooooooon
ugoooboooooon
ogogooooooon
ooooooobooboo
goooooooooon
oooooobobooooon
ooooooooon

ogoogooooooon
gobooooooobon
oooobooooooon
oooOboOo0oooooooon
oooooooooon
o0ooooooooon
ugogooooooon
ogoobooooooon
oooooboooooon
ooooooooooon
ooobooooooogoon
oobooooocboooon
ggboooooooon
goooboboooooon
ogoobooooooon
ooooooooooon
oobooboooomao
ooMmoboobooon
ooooooooon



FEFIBERLTF 0oooooo

Environmental, Social and Governance Report (continued)
O0o0oooo0odiooo

In order to enhance employees’ sense of belonging and
enthusiasm for work, we have enriched their spare time
by carrying out outstanding staff activities, staff birthday
parties, festival activities, season’s greetings and other
cultural and recreational activities. We also provided
birthday gifts, heatstroke prevention and cooling products
and traditional festival gifts to our employees for special
occasion. We prioritised the physical and mental health of
our employees and built staff canteens and offered mutual
medical assistance for staff and condolences for serious
illnesses. The Group has built the Lilang Creative Park in our
Headquarters, which provides our employees with a superior
leisure environment, equipped with gym, swimming pool,
venues for snooker, table tennis, spa treatment, reading
room and coffee bar, etc. Various free fitness courses (such
as yoga, swimming coaching and table tennis) are offered
regularly. The Wuli Plant also held tug-of-war, karaoke prized-
competitions and annual meetings regularly, and provided
venues for square dancing, fitness, badminton, chess room,
and reading room. In addition, we have provided a series of
benefits, such as local education for our employees’ children
in Jinjiang, hotel-style apartment accommodation, housing
subsidies, wedding subsidies and transport subsidies
for travelling to and from home and the plants for our
employees.
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4.3

44

LABOUR STANDARDS

The Group is in strict compliance with the minimum age
of employment stipulated nationwide and in the region
where it operates, and expressly prohibits the employment
of child labour in its corporate social responsibility policy.
We set out forced labour prevention policies in our
corporate management system and implement an order-
driven production model. As approved by the local labour
department, we implemented a work system with integrated
computation of working hours to secure staffs' right to rest
and leave and production and work tasks can be completed
through collective working, collective rest, on shift and
adjustment leave and flexible working hours, etc. In addition,
the Group strictly implements the guarantee to female
employees during the “three periods (periods of pregnancy,
delivery and lactation)” in accordance with national
regulations, and advocates and protects the legitimate rights
of female employees.

In addition to prohibiting employment discrimination and
forced labour exploitation while ensuring the elimination
of child labour, we have zero tolerance for any form of
discrimination or harassment. During the Reporting Period,
the Group did not have any violation of child labour or
forced labour regulations.

HEALTH AND SAFETY

The Group adheres to a people-oriented approach and
is committed to creating a safe and healthy working
environment. We have established an occupational health
and safety management system according to 1SO45001,
obtained a system certificate, and implemented an
occupational health and safety management system. The
Group has appointed the vice president as the representative
of the Company’s environmental management and
occupational health and safety management, who is fully
responsible for the establishment and operation of the safety
and environmental system, and meetings are held regularly
with the persons in charge of the relevant departments to
review the operation.

4.3
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4.5

As for accident investigation and management, the Group
conducts accident cause analysis, rectification and closed-
loop management in a timely manner. Meanwhile, the risk
and level of accidents are controlled to the lowest possible
level by encouraging the reporting and improvement of
near-misses to prevent serious accidents. In addition, the
Group provides free medical examinations for workshop
staff, as we always concern about the health conditions of
our staff. We also provides online psychological counselling
services in order to safeguard the physical and mental health
of our staff comprehensively.

ooobooooooooon
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Number of work-related fatalities

gooooooon

Total number of work injuries ooooo 0
Lost days due to work injury ooooooooo 0
Number of penalties or prosecutions for oo0ooboooooboooooao

non-compliance with health and safety related goooboooo

laws and regulations 0

STAFF DEVELOPMENT AND TRAINING

The Group places great emphasis on staff training and
provides its employees with pre-employment and on-the-
job training and career development opportunities. As for
on-job employee training, our training programs cover
production craftsmanship, research and development,
customer services, quality control, trade fair planning,
workplace ethics and other areas relevant to the industry.
The Group organises external training for outstanding
employees from time to time every year, which covers
finance, marketing, development and other aspects. To
further enhance the brand design capability and techniques,
the Group has carried out in-depth cooperation with
domestic textile and garment colleges, and conducted
campus recruitment and publicity activities in colleges
on a regular basis. The Group provides paid internship
opportunities by conducting summer and spring internships
for domestic textile and garment college students. College
leaders and outstanding students are invited to visit the
Company and seminars are held occasionally. The Group
recruits talents from universities and technical schools to
become management trainees every year, and ensures

4.5
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that all of its employees are assigned to appropriate roles,
are treated fairly and are provided with development
opportunities. The Group has formulated an integrated
incubation and training program for management trainees.
Under the program, a management trainee incubation team
is established to provide comprehensive training for fresh
graduates with the support of designated counsellors. Upon
joining the Company, new employees will participate in
on-board training, which includes company introduction,
organisation structure, rules and regulations and corporate
culture, thus helping new employees to adapt to the
Company. Certain departments will also arrange professional
training for fresh graduates, including rotation internships
and professional course learning.

In addition, the Group keeps on providing annual training
to the management team of its distributors, covering areas
relevant to retail management, such as retail services, retail
data management, industry development and order-placing
skills.
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20231
Total training hours of employees gooooog 88,502
The percentage of employees trained ooooooooboooo

by employment type

Top management gooood 6.3%
Senior management googno 100.0%
Middle management goooo 57.8%
General staff oooo 21.7%
Average training hours by employment type goooooobooooon
Top management gooooo 13.5
Senior management googno 208.1
Middle management goooo 120.3
General staff oooo 13.3
The percentage of employees trained by gender goooooooog
Male oo 31.9%
Female oo 21.7%
Average training hours by employment type dooobooooobooooo
Male ogd 24.4
Female ogd 21.0




Environmental, Social and Governance Report (continued)

oodouuoddUooo

4.6

SUPPLY CHAIN MANAGEMENT

Besides our own development, the Group also proactively
cooperate with our upstream and downstream partners
in the industry chain to promote responsible supply
chains, continuously improve service quality, and promote
the healthy and sustainable growth of the industry. In
selecting suppliers, more emphasis have been put on
the legal compliance of their operations in addition to
cost consideration. We will organise a dedicated group
to review the information of production suppliers when
selecting suppliers, and all licenses will be imported into
our system. All dyeing factories, hardware electroplating,
hardware painting, and washing suppliers are required to
have local pollutant discharge permits. For fabric suppliers,
the requirements for complying Chemical Environmental
Protection Technical Requirements and Implementation
Specifications for Apparels will be added in the contract.
Before official cooperation with suppliers, a joint task force
comprising of members from various departments will be
established to conduct one to two on-site inspection(s) on
the suppliers to ensure stable workforce of suppliers and no
other issues such as the employment of child labour. In the
course of cooperation, we will require suppliers to provide
updated licenses before its relevant licenses are about to
expire, and on-site inspections will be conducted from time
to time.

All major raw material suppliers are required to comply with
the Environmental Protection Law of the PRC and those with
ISO14000 environmental management accreditation will be
given the priority in the selection process. The Group collects
relevant I1SO system certifications from suppliers every year.
During the Reporting Period, suppliers which account
for approximately 50% of the Group’s total raw material
purchases have obtained ISO14000 certification.

As for communication with suppliers, the Group holds
supplier meetings and invites supplier representatives to
participate in the technical improvement and innovation
conference to share production experience, and provide
incentives to technicians who propose efficient solutions.
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4.7

During the Reporting Period, the Group had approximately
261 OEM product suppliers, raw material suppliers and
sub-contracted processing suppliers, and 7 of them were
overseas suppliers.

PRODUCT RESPONSIBILITY

Over the past few years, the Group adhered to the strategy
of "high product quality with attractive price” by doing
research on products diligently and improving self quality.
The Group also spared no effort in improving product
design, craftsmanship and materials, with the aim of raising
the proportion of original designs, enhancing the quality-for-
money of its products and increasing the competitiveness
of its products and brand. We obtained 17 patents for new
products and technologies in 2023. We value the protection
of intellectual property rights. For matters involving existing
intellectual property rights, we clarify the responsibilities
of all parties and adopt licensing methods. From project
initiation to listing, we monitor related technologies on a
real-time basis to avoid the violation of intellectual property
rights.

For product materials, the Group operates a state-approved
fabric testing centre equipped with advanced machines
to run various tests on fabrics, including their chemical
composition (such as methanal and azo), colour fastness
to light and perspiration, pilling and abrasion resistance,
degree of shrinkage, etc,, in order to ensure the fabrics are in
compliance with the Group's and also the national standards.
All fabrics used in products, whether self-manufactured,
OEM purchased or outsourced for processing, are required
to pass those tests. In addition, the Group imposes stringent
requirements on product quality control. All products must
pass the quality control inspection of the Group before
packaging for delivery, whether they are produced by the
Wuli Plant, OEM suppliers or process sub-contractors. The
materials used in the products can be traced back to the
place of origin. Each apparel has a unique code, which
can be traced back to the fabric, the production factory
(outsourced or in-house) and even the production team.
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4.8

In accordance with the requirements of the Trademark Law
of the PRG, all products bear labels specifying details such as
fibre content of the fabrics and its washing method, as well
as the national and enterprise product execution standards
being adopted. Advertising campaigns in relation to the
brand and products are conducted in accordance with the
requirements of the new Advertising Law of the PRC. In the
event of any counterfeit products with LILANZ trademark
being found available in the wholesale market or online, the
Group will report to relevant authorities promptly.

During the Reporting Period, the Group had not received
any complaints from the regulatory body or consumers
regarding product safety, nor had it recalled any product due
to product safety or health issues.

CUSTOMER PRIVACY AND INFORMATION SECURITY

The Group is determined to protect customer privacy. We
have formulated management requirements related to data
protection of our headquarters. The vice chairman of the

ooooooo
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4.9

4.10

CUSTOMER SERVICES

The interests and satisfaction of customers are considered
as important benchmarks for the Group’s services. Apart
from meeting customers’ demands for high-quality
products, we also focus on solving customers’ problems
by providing them with timely and effective services. The
Group's nationwide sales network is dedicated to building a
customer service management mechanism through various
customer service channels, including customer opinion
surveys, customer service centres and hotlines. When
receiving customer feedback related to products, the store
manager will conduct on-site verification, send the product
back to relevant department for judgement and analysis as
necessary, and assist in returning the product to customer
after repairing.

ANTI-CORRUPTION

The Company attaches great importance to integrity and
self-discipline and continuously facilitates the establishment
of work style with good moral character. Managers at all
levels are strictly required to be a role model by persisting
in the limit of “zero tolerance” for fraud. A policy has been
set up to deal with anti-corruption complaints in a view to
prevent corruption, reduce operational risks and protect the
legitimate interests of the Group. Under the Party Committee
of the Company, we have a disciplinary committee and
a legal committee in place to prevent corruption among
employees and party members. All complaints regarding
alleged corruption cases can be reported through specific
channels (including email, telephone or mail) either on a
named basis or anonymously, which will then be investigated
and handled by the legal department and internal audit
department under the guidance of the vice chairman of the
Group. We have carried out corporate culture learning and
system examinations to deepen employees' understanding
and emphasis on the requirements of integrity and self-
discipline. By strengthening warning and education learning,
emphasising the significance of advocating integrity and
self-discipline education to individuals and the collective,
we assist in guiding our employees towards the concept of
integrity.

4.9
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In addition, the Group has formulated the Whistleblowing
System and Procedures requiring employees of the Group
to report to the Audit Committee by reporting channels
such as phone or email when aware of or encounter
any illegal, fraudulent or suspected illegal or fraudulent
incidents. Upon receiving the report, the Audit Committee
will organise an investigation of the reported incident within
one week after receiving the report. In order to protect
whistleblowers from unreasonable attacks and retaliation,
the investigation reports will be kept confidential, and the
names of whistleblowers will not be disclosed during the
investigation.

In addition to strengthening the Group’s own anti-corruption
management work continuously, suppliers are required to
be honest and self-disciplined to minimise illegal acts such
as bribery, extortion, fraud or money-laundering throughout
our procurement process. During the commencement of
businesses, we have specifically added an integrity clause
in relevant contracts, stipulating that the counterparty shall
not bribe our business personnel in any form. Meanwhile,
relevant phone number and email address for complaints
and monitoring are provided.

During the Reporting Period, the Group did not have any
lawsuits involving corruption and fraud, nor did it receive
any complaints from employees about suspected corruption
or fraud.
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411 COMMUNITY INVESTMENT 4117 OOOO
The operation of the Group has increased tax revenues and gobooooooooon
employment opportunities of the local community, and gooDooboooobon
brought about peripheral business booms. At the same oooooboooDoon
time, the Group proactively cares about the need of the gogoooboooobooon
community and supports and promotes the education, gboobobooboooon
medical care and monument preservation of local goooooboobooon
community through organising donation activities. During 000D00oo0oooooon
the Reporting Period, the charitable donations of the Group ooooooogizo23d
amounted to RMB12.023 million in total, of which: oooog
1) RMB7 million was donated to Jinjiang Charitable 1) gobooobood
Foundation, for which RMB5 million were used to gggroob 0O O
support the educational program in Jinjiang No.1 OO00ooOgse0000
Middle School, and RMB2 million were used on the gobooooog
heritage project of "Anping Bridge Protection”; obooobo2o00000
gooooooooo
ooo
2) RMB5 million was donated to Jinjiang Love in the 2) gogoooooogo
Heart Charitable Foundation (00 0 00O OO0 0O00000o0seon
0 00 0 ) for a hospital construction project; oooboooooo
oo
3) RMBO0.023 million was sponsored for materials to 3) oo23000000
kindergartens and community organisations nearby. ooboooobog
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OFFICIALLY LAUNCH OF YOUTH AESTHETIC EDUCATION
PLAN

In 2023, the Group collaborated with Shanghai Adream
Charitable Foundation to provide a 3-day teachers training
programme, namely “Artistic Programme No.3: Walk Through
China’, for teachers from 27 schools across 13 provinces
and cities across the country, to equip them with deeper
understanding in design mindset and creativity through
interactions and experiences.

PROVISION OF FASHION RESEARCH AND DEVELOPMENT
AND DESIGN COURSES FOR STUDENTS

In June 2023, the Group launched the “Artistic Programme
No.3: Walk Through China” to a primary school in Tongren,
Guizhou Province, which offered students a one-year
research and development and design courses with a
primary focuses on fashion design, and the exploration
of traditional Chinese culture in Anping Province as
the aesthetic education programme and material kits.
The programme used fundamental components of the
Chinese spirit as clues, with aspects including everyday life
observations, spatial environments, as well as clothing, food,
shelter and transportation as thematic materials, to carry
out thematic learning experience and creative practice. The
main forms of presentation were humanistic understanding
and artistic expression while supplemented by formats
such as debates and performance, aiming to achieve the
programme objectives through thinking and discussions,
games, experiences and explorations.
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5 APPENDIX I: INDEX OF ENVIRONMENTAL, SOCIAL
AND GOVERNANCE REPORTING GUIDE OF THE
HONG KONG STOCK EXCHANGE

A Environmental
AODOOO

5

goobobooomooo
goooooooomao

Aspect A1: Emissions
goamgbooo

General Disclosure
oooo

Information on:

(@)  the policies; and

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

gooobooobooboooog

gooobooobooboooog

goooo

@ 0000

by CDUOOOOOOODOOO
gooooooooon

KPIAT.1
goooogAm

The types of emissions and respective
emissions data.
gooooogoboooboo

3.1

KPI'AT.2
goooogaAl2

Direct (Scope 1) and energy indirect
(Scope 2) greenhouse gas emissions
(in tonnes) and, where appropriate,
intensity (e.g. per unit of production
volume, per facility).
0oO0mooomoo 20
O000o0omooooOnoo
00 mooooooooog
oooom

Greenhouse gas emissions generated
by the Group’s operating activities are
limited.
ooooooooooooooo
oooo
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A Environmental
ACODOO

KPIA1.3
goooogaAls

Total hazardous wastes produced

(in tonnes) and, where appropriate,
intensity (e.g. per unit of production
volume, per facility).
doooobooomooooo
Moo mooooooo
gooooooo

A very limited number of chemicals in
the Group's fabric testing laboratory
are used for inspection, where relevant
hazardous wastes are collected and
handled by qualified third parties. We
will continue to observe regulatory
changes to update any disclosures
needed in the future.
goooooboboooooooo
goooooboboooooooo
goooooboboooooooo
goooooboboooooooo
goooooboboooooooo

goA00000

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

KPIA14 Total non-hazardous wastes produced | 3.1
O0OO0O0OA4 (in tonnes) and, where appropriate,
intensity (e.g. per unit of production
volume, per facility).
oo0doooooomoooog
o000 mooooooo
oo0o0ooooom
KPI'A1.5 Description of emissions target(s) set | — The emission performance indicator is
goooogArs and steps taken to achieve them. not identified as a material issue of the
0o0oooooooboooon Group. We will continue to observe
ooooooooooag regulatory changes to update any
disclosures needed in the future.
gooopooooooooooo
goooooooooooooo
goooooooooooooo
ood
KPI'A1.6 Description of how hazardous and 3.1
ooogoogAle non-hazardous wastes are handled,
and a description of reduction target(s)
set and steps taken to achieve them.
ooooooooooooon
oooooooooooooon
ooooooooooooon
Aspect A2: General Disclosure 32
Use of Resources oooad
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A Environmental

goooogA2s

finished products (in tonnes) and, if
applicable, with reference to per unit
produced.
doooooooooomono
d0doooomoboooooad

AOOOO
KPIA2.1 Direct and/or indirect energy 32
ooooog A2l consumption by type (e.g. electricity,
gas or oil) in total (kWh in ‘000s) and
intensity (e.g. per unit of production
volume, per facility).
oo0oooooooooooono
D 000oooDmomooog
0000momooooog
oo0oooooom
KPIA2.2 Water consumption in total and 32
oooooogA22 intensity (e.g. per unit of production
volume, per facility).
oo0oooomooooog
oo0oooooom
KPIA2.3 Description of energy use efficiency 32 The Group sets an energy
oooooogA23 target(s) set and steps taken to achieve consumption target according to the
them. production volume each year. We
gooooooboobooonboo will continue to observe regulatory
gooooooboobooon changes to update any disclosures
needed in the future.
goooooooooooooo
goooooooooooooo
gooooooogoooooo
KPIA24 Description of whether there is any 32 The Group sets a water consumption
ooooogA24 issue in sourcing water that is fit for target according to the production
purpose, water efficiency target(s) set volume each year. We will continue to
and steps taken to achieve them. observe regulatory changes to update
oo0ooooooogoooo any disclosures needed in the future.
oo0oooooooogoooono goooooooooooooon
oo0oooooooooooo goooooooooooooon
gooooooooooooon
KPI A2.5 Total packaging material used for 32
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A Environmental

gooooooo

oooooo A4

related issues which have impacted,
and those which may impact, the
issuer, and the actions taken to
manage them.
O000000oooooooog
O0o000o0ooooooooog
oo

AOOOO
Aspect A3: General Disclosure 3233
The Environment good
and Natural
Resources Policies on minimising the issuer’s
O0O0A00D00000 |significantimpacts on the environment
O and natural resources.
oo0oooooooooooono
oo0oooooo
KPI'A3.1 Description of the significant impacts | 3.2 3.3
oooooo A3 of activities on the environment and
natural resources and the actions
taken to manage them.
oo0oooooooooooono
oo0oooooooooooono
0oood
Aspect A4: Climate General Disclosure 34
Change oood
0oAMO00000
Policies on identification and
mitigation of significant climate-
related issues which have impacted,
and those which may impact, the
issuer.
ooooooooooogoooono
ooodooooooogooo
0o
KPI A4.1 Description of the significant climate- | 3.4
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B Social
BOOOO

Aspect B1: Employment | General Disclosure 4.1
gopgono goood

Information on:

(@)  thepolicies; and

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

dodoboboooooooooo

dodooboboooooooo

dodoooboooooooo

ag

(@ GOOoOO

by ODOODODOODOODOO
goooooooooo

KPI'B1.1 Total workforce by gender, 4.1
goooooasi employment type (for example,
full- or part-time), age group and
geographical region.
oo0ooooomooogd
0Moooooooooooo
oood

KPIB1.2 Employee turnover rate by gender, age | 4.1
oooooosiz group and geographical region.
oooooOooopoooooog
ooooog
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ooooooas2s

safety measures adopted, and how
they are implemented and monitored.
Oooooooooooooo
Oooooooooooooo

B Social
BOODODO
Aspect B2: General Disclosure 44
Health and Safety oooad
ooBOoooood
Information on:
(@)  thepolicies; and
(b)  compliance with relevant laws
and regulations that have
a significant impact on the
issuer relating to providing a
safe working environment and
protecting employees from
occupational hazards.
oo0ooooooooooooo
ooooooooo
(@ 0000
() ODOODODOOOOO0OO0O0O
0ooooooooog
KPIB2.1 Number and rate of work-related 44 The Group had zero incidents of work-
Oo00ooooas2n fatalities occurred in each of the past related fatalities in the past three years.
three years including the reporting goboooooooboooo
year. og
000 oooooomoood
ooooooooo
KPI'B2.2 Lost days due to work injury. 44
0oooooB22 oooooooooo
KPIB2.3 Description of occupational health and | 4.4
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B Social
BOODOO

Aspect B3:
Development and
Training
gospooonog

General Disclosure
oooo

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

45

KPI'B3.1
gbooooboB.sa

The percentage of employees trained
by gender and employee category
(e.g. senior management, middle
management).
ooo0oooomooogo
oodoooomoooogo
oooo

4.5

KPI'B3.2
ooooooass2

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