


Precision Tsugami (China) Corporation
Limited is a subsidiary established
by Tsugami Corporation %=X &Y #
= (“Tsugami Japan” or “Controlling
Shareholder”), a renowned Japanese
CNC high precision machine tool
manufacturer, for its Chinese
undertakings, and has grown into the
largest foreign-branded CNC machine
tool manufacturer* in the Chinese
machines tools market through 22
years of rapid development since the
business commencement in 2003.

The Company manufactures and sells
high-end CNC machine tools including
precision lathes, precision machining
centres and precision grinding
machines under the TSUGAMI brand.
With its customer orientation, and high
speed, high precision and high rigidity
as its quality targets, the Company
has been widely recognized by the
industries including automobile parts
and components, IT communications
and electronics and industrial
automation. The Company’s products
are mainly for the Chinese market,
and are also sold, with or without
customisations, to Japan, Europe,
the United States, Southeast Asia and
other regions through its overseas
sales channels Tsugami Japan.

* According to an industry report prepared by Frost & Sullivan (Bgijing) In¢:,
Shanghai Branch Co. in December 2018
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CORPORATE INFORMATION
QN REH

Auditor
Ernst & Young
Certified Public Accountants

Legal Advisers as to Hong Kong Laws
Stephenson Harwood

43/F, One Taikoo Place

979 King’s Road

Quarry Bay, Hong Kong

Principal Place of Business
China Region
No. 2001 Pingcheng Road

Pinghu Economic and Technology Development District

Zhejiang Province, 314200
the People’s Republic of China (the “PRC”)

Hong Kong Region

Room 1915, 19/F, Lee Garden One
33 Hysan Avenue, Causeway Bay
Hong Kong

Principal Share Registrar

P.O. Box 31119 Grand Pavilion
Hibiscus Way, 802 West Bay Road,
Grand Cayman, KY1-1205
Cayman Islands

Hong Kong Branch Share Registrar
Tricor Investor Services Limited

17/F, Far East Finance Centre

16 Harcourt Road

Hong Kong

Compliance Adviser

Halcyon Capital Limited

Rm 3401, 34/F, Hopewell Centre,
183 Queen’s Road East,
Wanchai, Hong Kong

Principal Bankers
Hong Kong
Bank of China

The Bank of Tokyo-Mitsubishi UFJ, Ltd. Hong Kong Branch
Sumitomo Mitsui Banking Corporation Hong Kong Branch

PRC

Sumitomo Mitsui Banking Corporation (China) Limited
MUFG Bank (China), Ltd

Mizuho Bank (China), Ltd.

China Construction Bank Corporation

Stock Code
1651

Company Website
www.tsugami.com.cn
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http://www.tsugami.com.cn/

Precision Tsugami (China) Corporation Limited (the “Company”, together
with its subsidiaries, collectively, the “Group”) presents its annual results
report for the year ended 31 March 2025 (the “FY2025”, the “Year
under Review” or the “Year”) to the shareholders of the Company (the
“Shareholders”).

The Group has always been upholding the tradition of “high precision,
high speed and high rigidity” of the TSUGAMI brand. Against the
backdrop of the globally leading CNC high precision machine tool
technology of Tsugami Japan, the Group is customer-oriented and
strives to provide customers with cost-effective products and services
and contribute to the society.

The Group’s main business is professional development, production and
sales of various CNC high precision machine tools such as precision
automatic lathes, precision turret lathes, precision machining centres and
precision grinding machines. The products of the Group are mainly used
in the industries such as automobile parts and components, IT electronic
parts including mobile phones and communication facilities, industrial
automation parts and components, medical instruments, construction
machinery, and emerging fields like Al liquid cooling and humanoid
robots. They are mainly sold in Mainland China and Taiwan markets and
are also exported to Japan, South Korea, Europe, the United States
and other countries through overseas sales channel, Tsugami Japan.
The Group also provides CNC high precision machine tools to the
supply chains of the renowned auto manufacturers, home appliance
manufacturers and smart phone manufacturers around the world.

I am hereby very pleased to report to the Shareholders that during the
Year, despite the complex and volatile global economic environment
filled with numerous uncertainties, the Group achieved counter-cyclical
growth in its performance, recording the second-highest revenue in
its history and excellent performance of a new peak in net profit, with
further progress in various performance indicators.

CHAIRMAN’S STATEMENT
ETEHRE
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CHAIRMAN’S STATEMENT
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During the Year under Review, the Group’s sales revenue was
approximately RMB4,261,557,000, representing a year-on-year
increase of approximately 36.6% as compared with the last financial
year. The gross profit margin increased by 4.4 percentage points to
approximately 33.1% for the Year under Review from approximately
28.7% in the last financial year. The net profit for the Year under
Review was approximately RMB782,417,000, and the net profit margin
was approximately 18.4%, representing a year-on-year increase of
approximately 3.0 percentage points. Basic earnings per share amounted
to approximately RMB2.08 for the Year under Review.

The Board recommends the payment of a final dividend of HK$0.50 per
share (full-year dividend of HK$0.95 per share), which exceeded that
of the last fiscal year in terms of full-year dividend, marking the highest
dividend distributed since the listing of the Company.

During the Year under Review, the global macroeconomic environment
remained complex and challenging, along with escalating geopolitical
conflicts. The international trade landscape underwent profound
adjustments, and the restructuring of global industrial chains further
accelerated. During 2024, the domestic manufacturing industry exhibited
a bifurcated trend: traditional sectors such as real estate and related
upstream and downstream sectors continued to undergo significant
adjustments, with ongoing contraction in fixed asset investments, while
strategic sectors such as new energy vehicles, high-end equipment
and semiconductors maintained growth momentum with the support
of national industrial policies. In general, after adjustments spanning
the second half of 2022 and the full year of 2023, the manufacturing
industry’s demand for CNC machine tools began to gradually recover
from a suppressed state, propelling the CNC machine tools market
into an upward cycle. Especially in the automotive industry, beyond the
recovery of basic demand, certain leading automobile manufacturers
optimized and integrated resources within their supply chains to gain
further competitive advantages in the market. Simultaneously, related
machining suppliers were compelled to introduce higher-performance
CNC machine tools in response to technological competition.
Downstream industries generated demand for production equipment
amid local adjustments. In recent years, the Group has been committed
to actively expanding into various segments of the automotive industry
and providing cost-effective solutions to customers, which has achieved
notable results. During the Year under Review, the Group promptly
seized opportunities presented by market recovery, achieving strong
sales performance in the automotive components sector.
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On the other hand, against the backdrop of overall overcapacity
in the domestic manufacturing industry, intensified competition
across downstream industries has imposed greater pressure on the
procurement cost of production equipment. Consequently, competition
within domestic CNC machine tools industry has intensified, with price
wars becoming the dominant feature of market competition. In recent
years, the Group has actively promoted cost reduction and efficiency
enhancement across all aspects of the Company’s operations through
an improvement proposal campaign involving all employees, which has
achieved fruitful results. These efforts enabled the Group to proactively
lower product prices as and when necessary in response to market
competition, maintaining its competitive advantages in the market while
significantly improving its profitability and further enhancing its overall
operational quality.

Since March 2024, China’s machine tools industry has clearly entered
a new upward cycle. During the Year under Review, the demand for
machine tools in the manufacturing industry consistently increased, with
each quarter recording considerable year-on-year growth as compared
to the previous year. This trend has continued into 2025, particularly
with robust demand from January to March, resulting in the best order
performance since the establishment of the Group. In particular, the
demand from the automobile parts and components sector remained
robust, while other sectors also experienced year-on-year growth.
Following April, the tariff war initiated by the Trump administration
resulted in retaliatory escalations in tariffs between China and the United
States, along with uncertain prospects for subsequent negotiations
between representatives from both countries, casting a shadow over the
FY2026 trajectory that was initially promising, and introducing multiple
uncertainties.

Despite persistent external uncertainties, the broader context of China’s
transformation and upgrading in the manufacturing industry, along
with demand for equipment upgrades, will continue to unfold. China’s
manufacturing industry remains the world’s largest in scale with the most
complete supply chains, and continues to be the most attractive CNC
machine tools market globally. In terms of downstream segments, it can
be observed that both in the near term and future, the manufacturing
demand for miniature precision parts and components driven by the
upgrade and transformation of automotive technologies as well as the
rapid development of Al and embodied robots, will present an extremely
appealing development opportunity for the Group which specializes in
miniature precision machine tools.

CHAIRMAN’S STATEMENT
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CHAIRMAN’S STATEMENT
EEHE

As a result, we still firmly believe that the long-term demand for high-end
CNC machine tools in the transformation and upgrading of the Chinese
manufacturing industry and the emergence and development of emerging
industries is solid, and there will be no change in general orientation of
gradually moving towards high-end products. In addition, as the growth
market is becoming saturated, we will adhere to the Group’s medium-
and long-term objectives, vigorously improve the cost performance of
products, continue to expand our product lines, appropriately expand
production capacity and strengthen marketing and after-sales service
systems.

It has been 22 years since the Group entered the market of China
in 2003. Through introducing foreign advanced technologies to and
realizing mass production in China, the Company has provided a wide
range of cost-effective machine tools to its Chinese customers and made
its contributions to the development of China’s manufacturing industry.
The Company has achieved remarkable development and has been
recognized by the Chinese manufacturing industry and capital market.
Looking ahead, despite the uncertain external environment, the Group
is confident in the industry prospects and its own strength. We will
continue to focus on Shareholders’ interests and to be customer-centric
with an aim to further expand our market share, striving to become a
world-class comprehensive machine tools manufacturer.

On behalf of the Board, | would like to express my sincere appreciation
to all the staff and the management of the Group for their hard work
and contributions in FY2025. At the same time, the Group would like to
extend its sincere gratitude to the Shareholders for their attention and
trust after the listing of the Company, and to the customers and business
partners of the Group for their continuous support and contributions to
the Group.

Dr. Tang Donglei

Chairman
Hong Kong, 25 June 2025
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Looking back at FY2025, the global macroeconomic environment
remained complex and challenging, along with escalating geopolitical
conflicts. The international trade landscape underwent profound
adjustments, and the restructuring of global industrial chains further
accelerated. During 2024, the domestic manufacturing industry exhibited
a bifurcated trend: traditional sectors such as real estate and related
upstream and downstream sectors continued to undergo significant
adjustments, with ongoing contraction in fixed asset investments, while
strategic sectors such as new energy vehicles, high-end equipment
and semiconductors maintained growth momentum with the support
of national industrial policies. In general, after adjustments spanning
the second half of 2022 and the full year of 2023, the manufacturing
industry’s demand for CNC machine tools began to gradually recover
from a suppressed state, propelling the CNC machine tools market into
an upward cycle.

Especially in the automotive industry, beyond the recovery of basic
demand, certain leading automobile manufacturers optimized and
integrated resources within their supply chains to gain further
competitive advantages in the market. Simultaneously, related machining
suppliers were compelled to introduce higher-performance CNC machine
tools in response to technological competition. Downstream industries
generated demand for production equipment amid local adjustments. In
recent years, the Group has been committed to actively expanding into
various segments of the automotive industry and providing cost-effective
solutions to customers, which has achieved notable results. During
the Year under Review, the Group promptly seized opportunities
presented by market recovery, achieving strong sales performance in the
automotive components sector.

On the other hand, against the backdrop of overall overcapacity
in the domestic manufacturing industry, intensified competition
across downstream industries has imposed greater pressure on the
procurement cost of production equipment. Consequently, competition
within domestic CNC machine tools industry has intensified, with price
wars becoming the dominant feature of market competition. In recent
years, the Group has actively promoted cost reduction and efficiency
enhancement across all aspects of the Company’s operations through
an improvement proposal campaign involving all employees, which has
achieved fruitful results. These efforts enabled the Group to proactively
lower product prices as and when necessary in response to market
competition, maintaining its competitive advantages in the market while
significantly improving its profitability and further enhancing its overall
operational quality.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWE D

During the Year under Review, the Group saw a steady increase
in orders secured from major downstream industries such as the
automobile parts and components sector, with sales revenue and
net profit increasing by 36.6% and 63.0% respectively as compared
with the last financial year to approximately RMB4,261,557,000 and
RMB782,417,000, respectively. Benefitting from the Group’s various cost
reduction and efficiency improvement efforts, the profitability improved
significantly, with the gross profit margin increasing by approximately 4.4
percentage points to 33.1% from 28.7% in the last financial year. Net
profit margin increased by approximately 3.0% to 18.4% from 15.4% in
the last financial year.

Basic earnings per share during the Year under Review were
approximately RMB2.08 (last financial year: approximately RMB1.26).
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW
Revenue

During the Year under Review, the total revenue increased by
approximately 36.6%, or approximately RMB1,141,883,000, from
approximately RMB3,119,674,000 in the last financial year to
approximately RMB4,261,557,000. Such increase was primarily due
to (1) increased demand for machine tools from the downstream
manufacturing industry as a result of China’s pickup in overall economic
conditions in 2024 and the upturn in the CNC machine tools industry
commencing in March and April 2024; and (2) improved product
cost-effectiveness and competitiveness due to the Company’s ongoing
cost reduction and efficiency improvement initiatives, as well as active
participation in market competition to reduce sales price. More orders
were secured by the Company, contributed by its continuously diversified
product offerings and increased penetration into downstream segments.
In particular, (i) the precision lathes recorded sales of approximately
RMB3,624,492,000 during the Year under Review, representing
a year-on-year increase of approximately 36.5%; (ii) the precision
machining centres recorded sales of approximately RMB243,618,000
during the Year under Review, representing a year-on-year increase
of approximately 57.3%; (iii) the precision grinding machines recorded
sales of approximately RMB208,359,000 during the Year under Review,
representing a year-on-year increase of approximately 44.4%; and
(iv) other sales, which mainly included sales of thread and form rolling
machines, and ancillary parts and components, recorded approximately
RMB185,088,000, representing a year-on-year increase of approximately
11.8%.

The table below sets out the revenue breakdown by product category

EEENWE D

Bt 3% Bl R
N

REBEFE  RABTBHE-—FFHNHOA
R#3,119,674 T L MLI36.6% KN AR
1,141,883 F T EODBEFEMH AR
4,261,557 F 7L I EBERE AR RHLE
FEB2024FEHBEM - REUTHIRITEBR =
T_FE= - MAMFBREA FTEE - TR
BEEEBRTIIEGN : R2)ARBIBTE B
PR AIE A FE M - A REBRSEMIGHRFEE
EB REe TEMNEEBLMBESEH - BBT
%ﬁﬂa MW EH THEDITENTEZE
REVERSTESZEE - AP ()\BEERTLET
EHHEENARKES,624,492F 7T © BLELEMN
#936.5% : (i)BEMIALERBFENHER
HANEEE243,618F 7T [AILLIBINAI57.3% : (iii)
TEEERER BT EREEREN ARK208,359
Tt REIEME44.4% : (iv)EMbiEE5E (=
ERRBRRGENEESTBHNEER) HARE
185,088 F T + [RILLIBHNAI11.8% ©

TREJINEEFEN E—MFRERERE D

for the Year under Review and the last financial year: (RMB’000) A - (AREETFT)

For the For the Year-on-year
year ended 31 Proportion  year ended 31 Proportion increase
March 2025 (%) March 2024 (%) (%)

EES Bz

—E-RE —EIEE
=B=+-—-H =ZR=+—H EHHLER
EEE kL (%) HFE 15 (%) (%)
Precision lathes BRER 3,624,492 85.1% 2,654,911 85.1% 36.5%
Precision machining centres ﬁ NI 243,618 5.7% 154,885 5.0% 57.3%
Precision grinding machines BRER 208,359 4.9% 144,330 4.6% 44.4%
Others* Hip* 185,088 4.3% 165,548 5.3% 11.8%
Total Gl 4,261,557 100% 3,119,674 100% 36.6%

Others include sales of precision thread and form rolling machines, parts and
components and after-sales service income.

: HiBEREERAE  TRHHERERRBUEA -
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MANAGEMENT DISCUSSION AND ANALYSIS
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Gross Profit and Gross Profit Margin

The gross profit during the Year under Review increased by
approximately 57.5% to approximately RMB1,410,433,000 as compared
to the last financial year. The gross profit margin increased from
approximately 28.7% in the last financial year to approximately 33.1%
during the Year under Review. The increased sales revenue during the
Year under Review led to a corresponding increase in gross profit, with
the gross profit margin rising by 4.4 percentage points, which was
mainly attributable to the substantial enhancements in cost reduction
and efficiency improvement implemented by the Company.

Other Income and Gains

Other income and gains of the Group primarily consist of bank interest
income, government grants and others. During the Year under Review,
other income and gains decreased by approximately 5.7% as compared
with the last financial year to approximately RMB80,384,000, primarily
due to the slight decrease in the bank interest income received as a
result of the slight decrease in the cash and bank balances held by
the Company during the Year under Review. The bank interest income
decreased by approximately RMB5,146,000 year-on-year.

Selling and Distribution Expenses

Selling and distribution expenses primarily consist of staff salaries
and benefits, transportation and insurance costs, warranty expenses,
travel expenses, office utility expenses, marketing and advertisement
expenses and depreciation costs. During the Year under Review, selling
and distribution expenses of the Group amounted to approximately
RMB189,947,000, representing an increase of approximately 21.9% as
compared with the last financial year, and accounting for approximately
4.5% of the Group’s revenue for the Year under Review. Such increase
in expenses was mainly attributable to the increase in salaries and
benefits costs for marketing and after-sales service staff, and the
increase in warranty expenses as a result of the increase in shipment
volume.
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MANAGEMENT DISCUSSION AND ANALYSIS

Administrative Expenses

Administrative expenses primarily consist of salaries and benefits for
management, administrative and financial personnel, administrative
costs, customisation and development expenses, depreciation expenses
relating to property, plant and equipment used for administrative
purposes, amortisation expenses for the management information
systems, and other taxes and levies expenditure.

During the Year under Review, administrative expenses amounted
to approximately RMB152,629,000, representing an increase of
approximately 34.1% as compared with the last financial year, which was
mainly due to the increase in development expenses and salaries and
benefits costs for administrative staff, and the increase in office expenses
of the administrative department during the Year under Review.

Other Expenses

Other expenses primarily include exchange losses, losses on the disposal
of fixed assets, banking charges and others. During the Year under
Review, other expenses amounted to approximately RMB4,434,000,
representing a decrease of approximately RMB5,279,000 as compared
with the last financial year, mainly due to the combined effect of the
decrease in exchange losses arising from the Japanese Yen deposits
and receivables held by the Company as a result of movements in the
Japanese Yen against Renminbi exchange rates, and the decrease in the
losses on disposal of fixed assets during the Year under Review.

Impairment Losses on Financial Assets

During the Year under Review, the provision for net impairment losses
on financial assets amounted to approximately RMB6,216,000, as
compared to the provision for net impairment gains of RMB2,340,000
in the last financial year, which was mainly due to the increase in sales
during the Year under Review and the corresponding increase in balance
of trade and notes receivables as at the end of the year, resulting in an
increase in the provision made for the same.

Finance Costs

During the Year under Review, the finance costs were approximately
RMB412,000 (for the last financial year: RMB993,000), which was mainly
due to the decrease in interest arising from the discounting of bank bills
during the Year under Review as compared with that of the same period
last year.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Income Tax Expenses

During the Year under Review, income tax expenses increased by
approximately 59.3% as compared with the last financial year to
approximately RMB354,762,000, which was mainly due to the increase
in revenue and profit before tax.

Profit for the Year

As a result of the aforementioned factors, the Group’s profit for the year
increased by approximately 63.0% from approximately RMB479,970,000
in the last financial year to approximately RMB782,417,000 for the Year
under Review.

Liquidity, Financial Resources and Debt Structure

During the Year under Review, the Group continued to maintain
a healthy and solid liquidity position by funding its operations and
investments mainly with internal cash flows. As at 31 March 2025, the
cash and cash equivalents and time deposits with maturity of more than
three months of the Group amounted to approximately RMB390,064,000
and RMB676,000,000, respectively (31 March 2024: approximately
RMB678,007,000 and RMB425,000,000, respectively).

As at 31 March 2025, the Group’s cash and cash equivalents were
mainly held in Renminbi, and part of them were held in Hong Kong
dollars and Japanese yen (“JPY”).

As at 31 March 2025, the Group recorded net current assets of
approximately RMB2,621,029,000 (31 March 2024: approximately
RMB2,156,810,000). Capital expenditures for the year ended 31 March
2025 amounted to approximately RMB45,904,000, which was mainly
utilised to finance the purchase and construction of plants, the addition
of processing equipment, and the addition and purchase of design and
management software.

As at 31 March 2025, the Group had no outstanding bank loans
(81 March 2024: nil) and had no discounted bills with recourse (31
March 2024: nil). As at 31 March 2025, the Group’s gearing ratio was
approximately 0.07% (31 March 2024: 0.15%), calculated by dividing
total debt (i.e.bank loans and other borrowing and lease liabilities) by
total equity.
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An analysis of the Group's key liquidity ratios is as follows:

MANAGEMENT DISCUSSION AND ANALYSIS
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AEENTERBDESLESMWT ¢

Year ended 31 March
BE=A=1t—HLEE

2025 2024
—E-RF —E P
Average inventory turnover days (Note 1) EHFEREXE (M) 114 157
Average turnover days of trade and notes FEUSE 5 5K Kk BB H 1 A E KB
receivables (Note 2) (Hiat2) 109 105
Average turnover days of trade and notes FERTE 5B R EHRR) T AR
payables (Note 3) (H12£3) 73 95
As at 31 March
R=A=+-—H
2025 2024
—E-HEF =yt 2=
Current ratio (Note 4) MENLE (f15E4) 3.7 3.7

Average inventory turnover days are calculated based on the average balance of
inventory at the beginning and end of the relevant financial year divided by the cost
of sales for the relevant financial year multiplied by 365 days.

Average turnover days of trade and notes receivables are calculated based on the
average balance of trade and notes receivables at the beginning and end of the
relevant financial year divided by the revenue for the relevant financial year multiplied
by 365 days.

Average turnover days of trade and notes payables are calculated based on the
average balance of trade and notes payables at the beginning and end of the
relevant financial year divided by the cost of sales for the relevant financial year
multiplied by 365 days.

Current ratio is calculated based on total current assets divided by total current
liabilities as at the end of the relevant financial year.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Average inventory turnover days

During the Year under Review, the Group’s average inventory turnover
days were 114 days, representing a decrease of 43 days as compared
to the last financial year, which was mainly due to the increase of
approximately 36.6% in sales for the Year under Review as compared
with the last financial year. The increase in sales led to an increase in
production volume, which accelerated the turnover of the Company’s
inventory, resulting in a decrease in the average inventory turnover days.

Average turnover days of trade and notes receivables

During the Year under Review, the Group’s average turnover days of
trade and notes receivables were 109 days, representing an increase of
4 days as compared to the last financial year, which was mainly due to
the increase of approximately 36.6% in sales for the Year under Review
as compared with the last financial year. However, the average balance
of trade and notes receivables increased by 41.6% as compared to the
last financial year. The increase in trade and notes receivables exceeded
the increase in sales, resulting in an increase in average turnover days
as compared to the last financial year. Currently, the relevant trade
receivables are all within normal credit terms.

Average turnover days of trade and notes payables

During the Year under Review, the Group’s average turnover days of
trade and notes payables were 73 days, representing a decrease of 22
days as compared to the last financial year, which was mainly due to
the fact that the average balance of trade and notes payables during the
Year under Review remained basically flat with those of the last financial
year, while the cost of sales during the Year under Review increased
by 28.2% as compared to the last financial year, resulting in a faster
average turnover of trade and notes payables.

Current ratio

As at 31 March 2025, the Group’s current ratio was approximately 3.7
times (31 March 2024: approximately 3.7 times), which remained stable.
During the Year under Review, the Group recorded an increase in the
Company’s sales, resulting in an increase in trade and notes receivables,
as well as a corresponding increase in procurement of materials due to
the increase in production volume of the Company, an increase of 14.4%
in the balance of trade payables as at 31 March 2025, an increase of
20.8% in overall current liabilities, as well as a year-on-year increase of
21.3% in the current assets as at 31 March 2025.
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MANAGEMENT DISCUSSION AND ANALYSIS

Capital Commitment

The Group had the following capital commitments during the Year under
Review and the last year:

EEENWE D
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As at 31 March

R=A=+-—H

2025 2024

—EC-HF —E-E

RMB’000 RMB’000

AR¥ T ARBTIT

Contracted, but not provided for: RHEENEESZTE 5,511 21,307

Property, plant and equipment Wz - BEREE

Equity investments designated at fair value ~ EEABAAABEFEBLEZS)

through other comprehensive income STARMERE WA IR E 4,750 5,725

Total BT 10,261 27,032

Contingent Liabilities

As at 31 March 2025, the Group had no material contingent liabilities (31
March 2024: nil).

Currency Risk and Management

Apart from a few overseas businesses that are settled in JPY and United
States dollars, the sales and procurement of the Group are mainly
denominated in Renminbi. As such, the management of the Group
believes that the Company does not have significant currency exchange
exposure.

During the Year under Review, the Group did not enter into any foreign
currency forward contracts or use any derivative contracts to hedge
against its exposure. The Group manages its currency risk by closely
monitoring the movement of the foreign currency exchange rates and
may consider hedging against significant foreign currency exposure
should the need arise.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Significant Investment, Material Acquisition and Disposal of
Subsidiaries and Associated Companies

In order to expand its production capacity, the Group invested in fixed
assets of approximately RMB42,405,000 during the Year under Review,
including approximately RMB21,551,000 in buildings, approximately
RMB8,486,000 in machinery and equipment and approximately
RMB12,368,000 in other investments.

In order to ensure the Company’s future production capacity and meet
the demand for CNC machine tools in the PRC market, the Company
built two new plants on the existing plant area of the fifth plant area of
the Group, with an investment of approximately RMB130 million. During
the Year under Review, the completion and acceptance procedures
for both new plants were completed, which commenced full operation
since October 2024 as an assembly workshop for turret machines. It
is expected to increase production capacity of 3,000 to 4,000 units of
CNC precision machine tools for the Group, which will greatly enhance
the Company’s production capacity.

Save for the investments disclosed above, the Group did not hold any
other significant investment nor make any material acquisition or disposal
of subsidiaries and associated companies during the Year under Review.

Employees and Remuneration Policy

As at 31 March 2025, the Group employed 2,399 employees (31
March 2024: 2,131), of whom 12 (831 March 2024: 11) were seconded
employees from the Controlling Shareholder. The Group’s staff costs
(including salaries, bonuses, social insurance, provident funds and
share award scheme) amounted to RMB459,168,000 (31 March 2024:
RMB377,995,000) in aggregate, accounting for approximately 10.8% of
the total revenue of the Group during the Year under Review.

The Group offers attractive remuneration packages, including
competitively fixed salaries plus performance-based annual bonuses, and
continuously provides tailored training to its employees to promote their
upward mobility in the organisation and foster their loyalty. The Group’s
employees are subject to regular job performance reviews, which have
bearing on their promotion prospects and compensation. Remuneration
is determined with reference to market practice and condition and
individual employee’s performance, qualifications and experience.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group has also adopted a share award scheme to (i) recognise
contributions made by certain eligible participants and to provide them
with incentives to, through their opportunity in ownership of the equity
interests in the Company and sharing of the results of the Group’s
strategic development, contribute to the Group and increase the value
of the Company and the shares, thereby benefiting the Company and
the Shareholders as a whole; and (ii) retain talents and attract suitable
personnel for further development of the Group.

Charge on Assets

As at 31 March 2025, the Group had no assets charged to any financial
institutions (as at 31 March 2024: nil).

Future Plans for Material Investments or Capital Assets
Save as disclosed in this annual report, the Group did not have any

future plans for material investments or capital assets as at 31 March
2025.
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MANAGEMENT DISCUSSION AND ANALYSIS
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OUTLOOK

Since March 2024, China’s machine tools industry has clearly entered
a new upward cycle. During the Year under Review, the demand for
machine tools in the manufacturing industry consistently increased, with
each quarter recording considerable year-on-year growth as compared
to the previous year. This trend has continued into 2025, particularly
with robust demand from January to March, resulting in the best order
performance since the establishment of the Group. In particular, the
demand from the automobile parts and components sector remained
robust, while other sectors also experienced year-on-year growth.

Following April, the tariff war initiated by the Trump administration
resulted in retaliatory escalations in tariffs between China and the United
States, along with uncertain prospects for subsequent negotiations
between representatives from both countries, casting a shadow over the
FY2026 trajectory that was initially promising and introducing multiple
uncertainties.

Despite persistent external uncertainties, the broader context of China’s
transformation and upgrading in the manufacturing industry, along
with demand for equipment upgrades, will continue to unfold. China’s
manufacturing industry remains the world’s largest in scale with the most
complete supply chains and continues to be the most attractive CNC
machine tools market globally. Following the outbreak of tariff war, the
Chinese government promptly introduced relevant fiscal and financial
policies. Based on orders in April and May, the impact of the tariff war
has been limited.

Accordingly, the Group maintains its anticipation of a more robust
industry demand in FY2026 compared to the Year under Review, and
will work to seize this opportunity to achieve its best performance since
the establishment of the Group.

In terms of downstream segments, it can be observed that both in the
near term and future, the manufacturing demand for miniature precision
parts and components driven by the upgrade and transformation of
automotive technologies as well as the rapid development of Al and
embodied robots, will present an extremely appealing development
opportunity for the Group which specializes in miniature precision
machine tools.
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MANAGEMENT DISCUSSION AND ANALYSIS

With the fifth plant in Pinghu put into operation in October 2024, the
Group expects to increase its annual production capacity by 3,000 to
4,000 units of machine tools. Precision Tsugami Anhui also continues to
adopt new equipment, constantly improving its machining capacity for
parts and components and its assembling capacity for function units.
In addition, the Group has formulated plans to strategically position its
production capacity in 2025. In May 2025, the Group acquired a land
of approximately 34 mu in Pinghu Economic Development District, and
planned to construct two plants over the next two years. The new plant
area under planning is expected to increase the annual production
capacity by approximately 3,000 units of machine tools. The Group
is confident in its future development and aims to further expand its
market share by providing cost-effective products and services to the
market to meet customer demands, striving to become a world-class
comprehensive machine tools manufacturer.
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DIRECTORS AND SENIOR MANAGEMENT

EEkEREERE

Executive Directors

Dr. Tang Donglei (EXE) (“Dr. Tang”), aged 62, is the Chief
Executive Officer of the Company and was appointed as the chairman
on 1 April 2022. He was appointed as the executive Director of the
Company on 13 May 2015. He is primarily responsible for the overall
management, strategic planning and business development of the
Group, our operating subsidiary in the PRC. From July 1992 to August
2002, Dr. Tang served in Tokyo Seimitsu Co., Ltd., a company listed
on the Tokyo Stock Exchange (TYO: 7729) and primarily engaged in
the manufacture and sales of semiconductor production equipment and
measuring instruments. From June 2017 to June 2018, Dr. Tang served
as an external director of Tokyo Seimitsu Co., Ltd. From September
2002 to October 2005, Dr. Tang served as the managing director of
MJC Microelectronics Shanghai Co., Ltd. (EESMEF (L&) ER
‘A7A]), a company primarily engaged in the design, manufacture of
probe card for semiconductor testing, test instrument and electronic
special equipment and sales of products, where he was responsible
for the overall operation of the company. Dr. Tang joined the Group in
November 2005 and was appointed as the director and president of
PTC in November 2005 and November 2006, respectively, where he was
responsible for the strategic planning and overall operation. From June
2010 to 13 February 2017, Dr. Tang held various positions in Tsugami
Japan (a company listed on the Tokyo Stock Exchange (TYO: 6101)) and
last served as a director and an adviser who was primarily responsible
for the overall operation of the company. Dr. Tang was appointed as a
director of Tsugami Japan on 20 June 2018 and mainly managed the
business arrangement between Tsugami Japan and its subsidiaries
(except the Group) and the Group.

Dr. Tang is the brother in law of Dr. Wang Xiaokun who is the executive
director of the Group.

Dr. Tang received his bachelor’'s degree in precision machinery and
instruments from Harbin Institute of Technology (M E88 T2 A2 in July
1984 and his master’'s degree in precision engineering from Shinshu
University ({5/NA&) in Japan in March 1988. Dr. Tang received his
doctor of engineering degree, majoring in precision machinery systems,
from Tokyo Institute of Technology (R T KXE) in January 1994,
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DIRECTORS AND SENIOR MANAGEMENT

Dr. Wang Xiaokun (EEi#) (“Dr. Wang”), aged 53, has been
appointed as an executive director of the Company on 25 June 2025.
He joined the Group since March 2011. He has been the director,
deputy general manager and general manager of the sales division of
Precision Tsugami (China) Corporation (‘PTC”), our operating subsidiary
in the PRC, since November 2016 and was promoted to president in
October 2023 and was promoted to chairman and president on 25 June
2025. He is primarily responsible for the overall management, strategic
planning and business development of the Group. From January 2006
to October 2007, Dr. Wang served as sales manager in Shokuken Co.,
Ltd. (Fk=\& B H). From November 2007 to February 2011, Dr. Wang
served as deputy general manager of Rongcheng Bodelong Foodstuff
Co., Ltd. (K ER R MAMRAF]). From March 2011 to October 2016,
Dr. Wang served as the assistant manager of the sales department of
PTC.

Dr. Wang obtained his bachelor’s degree in Food Science and
Engineering from Northeast Agricultural University (821t 2 % KE) in the
PRC in July 1995. Dr. Wang received his master’s degree in Bioresource
Chemistry in March 2001 and his doctor’s degree in Diversity Science in
September 2005 from Chiba University (B &R T KX 2) in Japan.

Dr. Wang is the brother-in-law of Dr. Tang Donglei, who is the executive
Director, chairman and chief executive officer of the Company.
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DIRECTORS AND SENIOR MANAGEMENT

EEkEREERE

Dr. Li Zequn (ZE38) (“Dr. Li”), aged 64, was appointed as the
executive Director of the Company on 20 August 2018. He joined the
Group since April 2013 and is the vice president of the Group. He
was a director of PTC from June 2017 to June 2018. He is also the
responsible person of management department of the Group. Prior to
joining the Group, from October 1991 to August 2003, Dr. Li served
in Seiko Instruments Inc. (Z+ J—+ > AV Lk @4t), a company
primarily engaged in the manufacture of products and systems for the
electronic product components and machine tools. He was an assistant
manager from April 1998 to August 2003, and was primarily responsible
for the development of electronics and machinery components. From
September 2003 to March 2013, Dr. Li worked for Calsonic Kansei
Corporation (HIILY Z Vo HhtA % &) and its group company.
He was primarily responsible for formulating business strategies and
carrying out feasibility study in the PRC. He also served as a manager in
Calsonic Kansei Corporation (HJ)LY 2V Hh> A K &) and the
head of a PRC group company of Calsonic Kansei Corporation (73/L° —
V7N A ¥R @A), Dr. Li was also responsible for the development
of production technology, product integration and quality assurance and
for the provision of technical support of Calsonic Kansei Corporation (77
WV ZY T A A KA &)

Dr. Li obtained his bachelor degree in engineering from North University
of China (FdbK2) (then known as Taiyuan Institute of Machinery (KR
HAEBR)) in July 1982 and received his master’s degree and doctor’s
degree in engineering, from Kanazawa University (B3 &2 K) in
Japan in March 1988 and September 1991, respectively.
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DIRECTORS AND SENIOR MANAGEMENT

Non-executive Directors

Mr. Takao Nishijima (BB 4) (“Mr. Nishijima”), aged 77, is the
non-executive Director of the Company. Mr. Nishijima joined the Group
since September 2003 and was appointed as a Director on 2 July 2013
and was redesignated as a non-executive Director on 13 May 2015. Mr.
Nishijima was the general manager of the sales development division of
Tsugami Japan (a company listed on the Tokyo Stock Exchange (TYO:
6101)) and the managing director of Tsugami Kohan Co., Ltd. from May
1999 to June 2000. He acted as the director and general manager of the
sales development division, control headquarters of Tsugami Japan from
June 2000 to April 2003. Mr. Nishijima has served as the representative
director, chairman and chief executive director of Tsugami Japan since
April 2003, and was redesignated as the supreme advisor of Tsugami
Japan since 22 June 2022, and is primarily responsible for advising the
overall operation of Tsugami Japan.

Mr. Nishijima graduated with a bachelor degree of economics from the
faculty of economics of the University of Tokyo (B AE) in April 1970.

Ms. Mami Matsushita (2 FTEX) (“Ms. Matsushita”), aged 61,
was appointed as the non-executive Director on 13 May 2015 and has
been appointed as a member of nomination committee on 25 June
2025. She is primarily responsible for advising the overseas business.
Ms. Matsushita joined the Group as a supervisor in January 2010 and
was appointed as the director of PTC in October 2010, where she was
primarily responsible for advising the overall management relating to
export or import matters. Ms. Matsushita is the representative director
and the head of overseas operation division of Tsugami Japan (a
company listed on the Tokyo Stock Exchange (TYO: 6101)). From April
2010, she served as the president of Tsugami Europe GmbH and a
director of Tsugami Korea Co., Ltd., respectively, both of which are
subsidiaries of Tsugami Japan. From June 2013, Ms. Matsushita served
as a director of Tsugami Universal Pte. Ltd. and Tsugami Precision
Engineering India Private Limited, respectively, both of which are
subsidiaries of Tsugami Japan. From June 2002 to March 2010, Ms.
Matsushita was employed by Tokyo Seimitsu Co., LTD. (#k=\ &+ 8 =45
%), the shares of which were listed on the Tokyo Stock Exchange (TYO:
7729).

Ms. Matsushita obtained her bachelor’s degree in arts and master’s
degree in arts from Meiji University (BBJ8K22) in Japan in March 1988
and March 1990, respectively.
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DIRECTORS AND SENIOR MANAGEMENT

EEREREEE

Mr. Shoichiro Haga (P& —8) (“Mr. Haga”), aged 53, has
been appointed as a non-executive Director, a member of the Audit
Committee and a member of the Remuneration Committee on 25 June
2025. He joined Tsugami Japan (the controlling shareholder of the
Company, whose shares are listed on the Tokyo Stock Exchange, (TYO:
6101)) in March 2025, and currently serves as the representative director
and head of Administration of Tsugami Japan. Prior to joining Tsugami
Japan, Mr. Haga held various positions at The Hokuetsu Bank, Ltd. from
April 1995 to February 2025.

Mr. Haga graduated from Niigata University in 1995, majoring in law.

Independent Non-executive Directors

Mr. Kunimasa Ota (KHZBIE)(“Mr. Ota”), aged 76, has been
appointed as an independent non-executive Director of the Company
on 25 June 2025. From June 2002 to March 2021, he served various
positions in Tokyo Seimitsu Co., Ltd., a company listed on the Tokyo
Stock Exchange (TYO: 7729) and primary engaged in the manufacture
and sales of semiconductor production equipment and measuring
instruments. He was the external auditor of Tsugami Japan (the
controlling shareholder of the Company, whose shares are listed on
the Tokyo Stock Exchange, (TYO: 6101)) from June 2009 to June
2011. He has served as an Outside Director (Members of the Audit
and Supervisory Committee) of Tsugami Japan since June 2025 and is
regarded as a non-executive and independent director under applicable
laws in Japan, including the Japanese Companies Act and Securities
Listing Regulations.

He currently serves as Corporate Auditor (Outside) of Asia Pile Holdings
Corporation, a company listed on the Tokyo Stock Exchange (TYO:
5288) and primarily engaged in the manufacture and sale of concrete
piles. He is also a councilor of Musashino Art University and auditor of
The Precise Measurement Technology Promotion Foundation.

Mr. Ota graduated from Kyoto University in 1971, majoring in Economics.
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DIRECTORS AND SENIOR MANAGEMENT

Dr. Satoshi lwabuchi (“Dr. lwabuchi”), aged 66, has been appointed
as an independent non-executive Director of the Company on 28 June
2023. He was the lecturer at the School of Medicine of Toho University
(R KEEEE) from February 1993 to December 2005. He served as
an associate professor from January 2006 to March 2008, subsequently
a professor, from April 2008 to March 2025, in Department of
Neurosurgery of the School of Medicine of Toho University (B A 22852
ZB) in Japan. He served as a dean of the Toho University Ohashi Medical
Center (BRFIPARBEZEFR O ABEP) in Japan from July 2018 to June
2024. Since April 2025, Dr. lwabuchi served as a dean of the Yokohama
General Hospital (f&/&#x & EFt) in Japan.

Dr. Iwabuchi graduated from the School of Medicine of Toho University
(BFBAE) in 1984 and received his doctorate’s degree in medicine from
School of Medicine of Toho University (B2 38A %) in Japan in 1988.

Dr. Huang Ping (Z) (“Dr. Huang”), aged 62, was appointed as an
independent non-executive Director on 13 May 2015. He was appointed
as a member of audit committee and remuneration committee since 4
September 2017, and was redesignated as the chairman of remuneration
committee since 2 February 2018. He was also appointed as a member
of nomination committee since 1 April 2022. From April 1991 to May
1999, Dr. Huang served as manager of software engineering in Uniden
Corporation (1 -7 > #= &%k, now Uniden Holdings Corporation), a
company listed on the Tokyo Stock Exchange (TYO: 6815) and primarily
engaged in the manufacture and sales of wireless communications
equipment, where he was a software group leader responsible for
development of various kinds of wireless communication products. From
May 1999 to November 2001, Dr. Huang served in Mitsubishi Wireless
Communications, Inc., a company engaged in the manufacture and sales
of wireless communications equipment, where he was responsible for
design and implementation of TDMA/AMPS dual mode cellular phone.
Dr. Huang had afterwards served various positions in CalAmp Corp., a
company whose shares are listed on NASDAQ stock market (NASDAQ:
CAMP) and which is a wireless communication solutions provider. Since
July 2009, Dr. Huang has been serving as the general manager of eSky
Wireless Inc. (BRMNEBEEHEBRAF]), a company engaged in the
development and sales of GSM and W-CDMA wireless communications
modules, where he is responsible for research and development of
modules and products of GSM/GPRS for sales in North America, Japan
and PRC, etc.

Dr. Huang received his bachelor's degree in wireless communication
from Tsinghua University (82 A£) in July 1984. Dr. Huang obtained
his master's degree and doctor’'s degree, majoring in electrical and
electronic engineering, from Tokyo Institute of Technology (3R T A )
in March 1988 and March 1991, respectively.
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DIRECTORS AND SENIOR MANAGEMENT
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Mr. Tam Kin Bor (FB#K) (“Mr. Tam”), aged 56, was appointed as the
independent non-executive Director of the Company on 12 December
2016. He was appointed as the chairman of audit committee and the
chairman of remuneration committee and a member of nomination
committee since 4 September 2017, and was redesignated as a
member of remuneration committee since 2 February 2018, and was
redesignated as the chairman of nomination committee since 1 April
2022. From September 1997 to March 2007, Mr. Tam worked in Ernst
and Young Hong Kong and Beijing offices, and last served as a senior
manager. From March 2007 to June 2010, Mr. Tam served as vice
president for Deutsche Bank’s wholly-owned subsidiary, Cathay Advisory
(Beijing) Co., Ltd. Mr. Tam subsequently served as chief financial officer
at Debao Property Development Ltd. ((ZEEMEMRZEER AR, a
company listed on the Singapore Stock Exchange (stock code: BTF)
and primarily engaged in property development, construction contracting
and property. Mr. Tam also served as chief financial officer at Tianfang
Hospitality Management Pte. Ltd. (KEBEEEESEEERAT]), where
he was responsible for the overall finance and monitoring the financial
performance of a real estate investment trust company and preparation
of accounts. Currently, Mr. Tam is the Head of Compliance at Optima
Capital Limited.

Mr. Tam received his bachelor’s degree in accounting from Monash
University in Australia in August 1997. He is a member of the Association
of Certified Public Accountants in Australia and the Hong Kong Institute
of Certified Public Accountants. He passed the test relating to capital
markets and financial advisory services organised by the Institute of
Banking & Finance Singapore in August 2015.
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DIRECTORS AND SENIOR MANAGEMENT

Senior Management

Mr. Lin Hsin-Tze (## &) (“Mr. Lin”), aged 55, joined the Group since
January 2009 and is the vice president of the Group and a director of
PTC. He is primarily responsible for technical management of the Group.
From March 1994 to November 2003, Mr. Lin served as deputy manager
of the customer services team of Great Tung Ching Trading Co., Ltd
(REE SBH AR AR, which primarily engages in distribution of high
precision machine tools. From December 2003 to December 2008, Mr.
Lin served as a manager in the production team of Tsugami Japan and
was seconded to PTC as vice president from October 2004. Mr. Lin left
Tsugami Japan in December 2008. From August 2010 to March 2021,
Mr. Lin served as a director of Shinagawa Precision. From April 2018 to
March 2021, he served as a director of Anhui PTC.

Mr. Lin completed his education in vehicle repair from The Affiliated
Senior Industrial Vocational Continuing Education School Taoyuan Senior
Agricultural Vocational School of Taiwan (&4 Sk E = 4R TR 228K
MEE s R TEBZE SR E Z2R) in Taiwan in June 1988.

Mr. Li Junying (ZE%) (“Mr. Li”), aged 51, joined the Group since
November 2012 and is the senior assistant of president and financial
manager of the Group and was promoted to vice president in April 2025.
He is primarily responsible for financial administration of the Group. Mr.
Li served in Matsui Mfg. Co., Ltd. (k=& EARFHFEAEFT), a company
primarily engaged in manufacturing and sales of plastics processing
equipment and systems from April 2007 to June 2012. From July 2012
to November 2012, Mr. Li served as the head of accounting department
in Tsugami Japan where he was primarily responsible for the accounting
matters.

Mr. Li obtained his bachelor degree in accounting from Huazhong
University of Science and Technology (FEFEHEZAE) in the PRC
in October 2002. Mr. Li received degree of master in technology
management from Yokohama National University (& /&7 X2) in Japan
in September 2006.
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DIRECTORS AND SENIOR MANAGEMENT

EEkEREERE

Company Secretary

Ms. Wong Wai Yee Ella (EZ5%) (“Ms. Wong”), aged 49, was
appointed as the company secretary of the Company in June 2015.
Ms. Wong is a director of corporate services of Tricor Services Limited
(“Tricor”), which is a global professional services provider specializing
in integrated Business, Corporate and Investor Services. Ms. Wong has
over 20 years of experience in the corporate services field and has been
providing professional corporate services to Hong Kong listed companies
as well as multinational, private and offshore companies. Ms. Wong
currently serves as the company secretary/joint company secretary for
a number of companies listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

Ms. Wong is a Chartered Secretary, a Chartered Governance
Professional and a Fellow of both The Hong Kong Chartered Governance
Institute (formerly known as The Hong Kong Institute of Chartered
Secretaries) and The Chartered Governance Institute (formerly known
as The Institute of Chartered Secretaries and Administrators). Ms. Wong
holds her bachelor degree in economics from The University of Hong
Kong and a Postgraduate Diploma in Corporate Administration from the
City University of Hong Kong.
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CORPORATE GOVERNANCE REPORT

CULTURE AND PURPOSE/VALUE/STRATEGY
OF CORPORATE GOVERNANCE

The Company strives to ensure that its affairs are conducted in
accordance with high ethical standards. This reflects our belief that, in
achieving our long-term objectives, it is imperative to act with probity,
transparency and accountability. By so acting, the Company believes
that shareholder return will be maximized in the long term and that its
employees, business partners and the communities in which it operates
will all benefit. For further details of the Company’s culture, please
refer to “Directors’ Report” and “Environmental, Social and Governance
Report” in this annual report.

Corporate governance is the process by which the Board instructs
management of the Group to conduct its affairs with a view to ensuring
that its business objectives are met. The Board is committed to
maintaining and developing robust corporate governance practices from
top to down within the Group and reinforcing governance across all
departments that are intended to ensure:

° satisfactory and sustainable returns to Shareholders;

° the interests of those who deal with the Company are
safeguarded;

° the overall business risk is understood and managed
appropriately;

° the delivery of high-quality products and services to the

satisfaction of customers; and
o that high standards of business ethics are maintained.

The execution and enforcement of the Company’s corporate governance
system is monitored by the Board with regular assessments and
procedures in place to enable Shareholders to evaluate how the
principles of corporate governance are applied.

COMPLIANCE WITH CORPORATE
GOVERNANCE CODE

The Company and its Board recognize that sound corporate governance
could not only strengthen the accountability of management and the
confidence of investors, but also lay a favourable foundation for the long-
term development of the Group. The Company has adopted the code
provisions set out in the Corporate Governance Code (the “CG Code”,
including any modification and amendment from time to time) contained
in Appendix C1 to the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”) as its own code of corporate
governance. The Company periodically reviews its corporate governance
practices to ensure its continuous compliance with the CG Code.
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CORPORATE GOVERNANCE REPORT
EXRERARSE

During the Year, the legal action which the Directors of the Company
may face is covered in the internal risk management and control of the
Company. As the Company considers that no additional risk exists,
insurance arrangements for Directors have not been made as required
under code provision C.1.8 of the CG Code during the Year.

Pursuant to code provision C.2.1 of the CG Code, the roles of Chairman
and chief executive officer should be separate and not performed by the
same individual. Dr. Tang Donglei is the Chairman and chief executive
of the Group which deviates from the CG Code, details and reasons of
which are set out in the section headed “Chairman and Chief Executive
Officer” in this report.

Save as disclosed above, the Board considers that the Company has
complied with all code provisions of the CG Code during the Year.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix
C3 to the Listing Rules as the code of conduct in respect of transactions
in securities of the Company by the Directors. Having made specific
enquiries with all the Directors, the Company confirms that all the
Directors have complied with the required standard as set out in the
Model Code during the Year.
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CORPORATE GOVERNANCE REPORT

BOARD

The powers and duties of the Board include convening general meetings
of the Company and reporting the Board’s work at the general meetings
of the Company, determining the business and investment plans of
the Group, preparing the Group’s annual financial budgets and final
reports, formulating proposals for profit distributions and exercising
other powers, functions and duties as conferred by the Company’s
articles of association (the “Articles of Association”). The Board is
also responsible for supervising the management of the Group and has
delegated the responsibility for daily management and operation of the
Group’s businesses to the management.

Save as disclosed in this annual report, there is no relationship (including
financial, business, family or other material relevant relationship) among
the Board members.

During the Year, the Company has met the requirements of the Listing
Rules relating to the appointment of at least three independent non-
executive Directors with at least one independent non-executive Director
possessing appropriate professional qualifications, accounting or
related financial management expertise. At all times during the Year, the
independent non-executive Directors represented at least one-third of
the Board.

During the Year, the management has provided all members of the
Board with monthly updates in accordance with code provision D.1.2 of
the CG Code.
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CORPORATE GOVERNANCE REPORT
EXRERARSE

BOARD COMPOSITION

During the Year and up to the date of this report, the members of the
Board have been and are:

Executive Directors:

Dr. Tang Donglei (Chairman and Chief Executive Officer)
Dr. Wang Xiaokun

(appointed on 25 June 2025)
Dr. Li Zequn

Non-executive Directors:

Mr. Takao Nishijima
Ms. Mami Matsushita
Mr. Kenji Yoneyama
(resigned on 25 June 2025)
Mr. Shoichiro Haga
(appointed on 25 June 2025)

Independent Non-executive Directors:

Mr. Kunimasa Ota
(appointed on 25 June 2025)
Dr. Satoshi lwabuchi
Dr. Huang Ping
Mr. Tam Kin Bor

The list of Directors (by category) is also disclosed in all corporate
communications issued by the Company from time to time pursuant to
the Listing Rules. The independent non-executive Directors are expressly
identified in all corporate communications of the Company pursuant to
the Listing Rules. The biographical details of the Directors are set out
under the section headed “Directors and Senior Management” in this
report.
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CORPORATE GOVERNANCE REPORT

RESPONSIBILITIES OF THE BOARD

The Board should assume responsibility for leadership and control of the
Company and is collectively responsible for directing and supervising the
Company’s affairs.

The Board directly, or indirectly through its committees, leads and
provides direction to management by laying down strategies and
overseeing their implementation, monitors the Group’s operational and
financial performance, and ensures that sound internal control and risk
management systems are in place.

All Directors, including non-executive Directors and independent non-
executive Directors, have brought a wide spectrum of valuable business
experience, knowledge and professionalism to the Board for its efficient
and effective functioning. The independent non-executive Directors are
responsible for ensuring a high standard of regulatory reporting of the
Company and providing a balance in the Board for bringing effective
independent judgement on corporate actions and operations.

All Directors have full and timely access to all the information of the
Company and may seek independent professional advice in appropriate
circumstances for discharging their duties to the Company.

The Directors shall disclose to the Company details of other offices held
by them.

The Board reserves its decision on all major matters relating to policy
matters, strategies and budgets, internal control and risk management,
material transactions (in particular those that may involve conflict of
interests), financial information, appointment of Directors and other
significant operational matters of the Company. Responsibilities relating
to implementing decisions of the Board and directing and coordinating
the daily operation and management of the Company are delegated to
the management.
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CORPORATE GOVERNANCE REPORT
EXRERARSE

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Pursuant to code provision C.2.1 of the CG Code, the roles of Chairman
and chief executive officer should be separate and should not be
performed by the same individual. Dr. Tang Donglei is the Chairman
and chief executive officer of the Group, which deviates from the
relevant code provision of the CG Code. However, the Board believes
that it is in the interests of the Company to vest the roles of both the
Chairman and the chief executive officer in the same person, so as to
provide consistent leadership within the Group and facilitate the prompt
execution of the Group’s business strategies and boost operation
effectiveness. The Board also believes that the balance of power and
authority under this arrangement will not be impaired, as all major
decisions must be made in consultation with the Board as a whole
and its relevant committees, which comprise experienced individuals,
together with the independent non-executive Directors who are in the
position to provide independent insights and monitor the management
and operation of the Company. The Board will periodically review and
consider the effectiveness of this arrangement by taking into account the
circumstances of the Group as a whole.

NON-EXECUTIVE DIRECTORS (INCLUDING
INDEPENDENT NON-EXECUTIVE
DIRECTORS)

The non-executive Directors (including the independent non-executive
Directors), who have diversified industry expertise but are not involved in
the day-to-day management of the Group, serve the important function
of advising the Board on strategic development of the Group, and
ensure that the Board maintains high standards of financial and other
mandatory reporting as well as provides adequate checks and balances
for safeguarding the interests of the Company and the Shareholders as a
whole. The Company has received confirmations of independence from
all existing independent non-executive Directors and considers them
independent, in accordance with Rule 3.13 of the Listing Rules. Each
of the non-executive Directors (including the independent non-executive
Directors) has entered into a service contract or an appointment letter
(as the case may be) with the Company for a fixed term of three years,
subject to retirement by rotation in accordance with the Articles of
Association.
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CORPORATE GOVERNANCE REPORT

BOARD INDEPENDENCE EVALUATION

The Company has established a Board Independence Evaluation
Mechanism which sets out the processes and procedures to ensure
a strong independent element on the Board, which allows the Board
to effectively exercises independent judgment to better safeguard
Shareholders’ interests.

The objectives of the evaluation are to improve Board effectiveness,
maximise strengths, and identify the areas that need improvement or
further development. The regular evaluation process also clarifies what
actions of the Company need to be taken to maintain and improve the
Board performance, for instance, addressing individual training and
development needs of each Director.

Pursuant to the Board Independence Evaluation Mechanism, the
Board will conduct annual review on its independence. The Board
Independence Evaluation Report will be presented to the Board which
will collectively discuss the results and the action plan for improvement,
if appropriate.

The Board believes that the independent non-executive Directors
constituting more than one-third of the Board provides adequate
checks and balances that safeguard the interests of the Shareholders
and the Group. All our independent non-executive Directors possess
different backgrounds with a diverse range of business, financial services
and professional experience, and possess diversified expertise, skills
and experience. Their views and participation in Board meetings and
committees’ meetings bring independent judgment and advice on
issues relating to the Group’s strategies, prospects, internal control and
conflicts of interest, and ensure that the interests of the Shareholders
are well taken into account.

During the Year under Review, the independence assessment for all the
Directors has been completed individually. The Board Independence
Evaluation Report was presented to the Board and the evaluation results
were satisfactory.

During the Year under Review, the Board reviewed the implementation
and effectiveness of the Board Independence Evaluation Mechanism and
the results were satisfactory.
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CORPORATE GOVERNANCE REPORT
EXRERARSE

CONTINUOUS PROFESSIONAL
DEVELOPMENT OF DIRECTORS

Each Director, including Dr. Wang Xiaokun, Mr. Shoichiro Haga and Mr.
Kunimasa Ota, has received induction upon his/her appointment by the
listed company to ensure appropriate understanding of the business
and operations of the Company and full awareness of Director’s
responsibilities and obligations under the Listing Rules and relevant
statutory requirements and the business and governance policies of the
Company.

Pursuant to code provision C.1.4 of the CG Code, all Directors should
participate in continuous professional development to refresh their
knowledge and skills. The existing Directors are continually updated on
changes and developments of the Company’s business and on the latest
developments in the laws, regulations and rules relating to Directors’
duties and responsibilities. Directors’ training is an ongoing process. All
Directors of the Company are encouraged to attend relevant training
courses at the Company’s expense.

All Directors have participated in appropriate continuous professional

development and provided the Company with their records of training
they received during the Year.
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CORPORATE GOVERNANCE REPORT

N\ == O
TEERRS
A summary of the training received by the Directors for the Year and up BEENAFEREEAFRAE BHTEZENAH
to the date of this annual report is set out below: ZHEHIET :
Type of Training
Name of Director EENR g
Executive Directors: HITES :
Dr. Tang Donglei (Chairman and Chief Executive Officer) — BREE L (/& KiTHAEE) A and B AKB
Dr. Li Zequn FEMEL Aand B AKB
Non-executive Directors: FHITES .
Mr. Takao Nishijima PRSI AESE A A and B AKB
Ms. Mami Matsushita MTIERXZLT Aand B AK&B
Mr. Kenji Yoneyama (Note 1) KIWB R E (HaET) Aand B AKB
Independent non-executive Directors: BUFHTES
Dr. Satoshi lwabuchi BRI A and B AKB
Dr. Huang Ping = ELT Aand BAKB
Mr. Tam Kin Bor R E Aand BAKB
Note: et -
1. Resigned on 25 June 2025 1. RZZEZAFAZ+HBHE
A Attending in-house training/external seminars/briefings/conference/forums and A: HEAREEI NS NG g Wi
workshops KT 1EL
B: Reading newspapers, journals and updates relating to economy, general business, B: FERE BTIRAMEE —RE%E  BEERINU
corporate governance and directors’ duties and responsibilities LESHENETZETEA
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CORPORATE GOVERNANCE REPORT
EXRERARSE

BOARD MEETINGS

The Company considers that the Board should meet regularly so that
all Directors are updated with the business development of the Group.
Special meetings will be convened by the Board if the situation requires
so. During the Year, the Board convened a total of four Board meetings.

Directors have received the meeting agenda for decision and relevant
meeting documents prior to each Board meeting. All Directors received
adequate information, which are accurate, clear, complete and reliable,
in a timely manner and are properly briefed on issues arising at Board
meetings. A notice of at least 14 days is given before regular Board
meetings and reasonable notice is given for other Board meetings, so
that all Directors have an opportunity to include matters in the agenda
for regular Board meetings. Board minutes are kept by the secretary of
the Board and are available for inspection by the Directors. Every Board
member is entitled to have access to Board papers which are sent to
Directors at least 3 days prior to the meeting and related materials and
has access to the advice and services of the company secretary at
any time, and has the liberty to seek external professional advice if so
required at the Company’s expense.

Apart from the Board meetings, the Chairman also held a meeting with

all independent non-executive Directors without the presence of other
Directors.
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BOARD COMMITTEES
Audit Committee

The Company has established an audit committee of the Company
(the “Audit Committee”) on 4 September 2017 with written terms
of reference in compliance with Rule 3.21 of the Listing Rules and
paragraph D.3 of the CG Code as set out in Appendix C1 of the Listing
Rules, which are available on the websites of the Stock Exchange and
the Company.

During the Year, the Audit Committee was composed of three members,
namely Mr. Kenji Yoneyama, Mr. Tam Kin Bor, and Dr. Huang Ping, of
whom Mr. Kenji Yoneyama is a non-executive Director, and Mr. Tam Kin
Bor and Dr. Huang Ping are independent non-executive Directors. The
chairman of the Audit Committee is Mr. Tam Kin Bor.

On 25 June 2025, Mr. Kenji Yoneyama resigned as a non-executive
Director and as a member of the Audit Committee, and Mr. Shoichiro
Haga was appointed as a non-executive Director and a member of the
Audit Committee.

The primary duties of the Audit Committee include, among others,
reviewing the financial statements, annual reports and accounts and
interim reports of the Group, making recommendations in respect of the
appointment, re-appointment and removal of external auditor, reviewing
and supervising the financial reporting process, risk management and
internal control system of the Group, supervising ESG matters, and
reviewing the accounting policies and practices adopted by the Group.

During the Year, the Audit Committee held two meetings to review,
assess and comment on the audited consolidated financial statements
for the year ended 31 March 2024 and the unaudited consolidated
financial statements for the six months ended 30 September 2024,
respectively. It has also reviewed the effectiveness of the risk
management and internal control systems and internal audit functions of
the Group. Meanwhile, the Audit Committee also performed the following
duties:

(1) making recommendations to the Board on the re-appointment of
external auditor and approving their remuneration and terms of
engagement;
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2) reviewing and monitoring the external auditor’s independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standards; discussing with the
external auditor the nature and scope of the audit and reporting
obligations; and

3) implementing the policy of the Company on engaging external
auditor to provide non-audit services.

The Group’s audited consolidated annual results for the Year have also
been reviewed by the Audit Committee, which is of the opinion that
the preparation of such results is in compliance with the applicable
accounting standards and requirements and that adequate disclosure
has been made.

Remuneration Committee

The Company has established a remuneration committee of the
Company (the “Remuneration Committee”) on 4 September 2017 with
written terms of reference in compliance with Rule 3.25 of the Listing
Rules and paragraph E.1 of the CG Code as set out in Appendix C1
of the Listing Rules, which are available on the websites of the Stock
Exchange and the Company.

During the Year, the Remuneration Committee was composed of three
members, namely Dr. Huang Ping, Mr. Tam Kin Bor, and Dr. Tang
Donglei, of whom Dr. Huang Ping and Mr. Tam Kin Bor are independent
non-executive Directors, and Dr. Tang Donglei is the Chairman, chief
executive officer, and an executive Director. The chairman of the
Remuneration Committee is Dr. Huang Ping.

On 25 June 2025, Dr. Tang Donglei resigned as a member of the
Remuneration Committee, and Mr. Shoichiro Haga was appointed as a
non-executive Director and a member of the Remuneration Committee.

The primary duties of the Remuneration Committee include, among
others, making recommendations to the Board regarding the
policy and structure for the remuneration of all Directors and senior
management of the Group and on the establishment of formal and
transparent procedures for developing remuneration policies, making
recommendations to the Board on the remuneration packages of
Directors and senior management of the Group and reviewing and
approving the management’s remuneration proposals with reference to
the Board'’s corporate goals and objectives, assessing performance of all
Directors and senior management and reviewing and approving matters
relating to share schemes. The remuneration policy for the Directors and
senior management members of the Group is based on their experience,
level of responsibility and general market conditions. Any discretionary
bonus and other merit payments are linked to the profit performance of
the Group and the individual performance of the Directors and senior
management members of the Group.
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During the Year, one meeting was held by the Remuneration Committee
to:

1) consider the share award scheme for 2024 to grant awarded
shares to the executive officers, directors and important cadres
and core talents of the Group and related entities; and

2) review the remuneration policies on each operational staff of the
Group. Such remuneration policies are considered to be in line
with the market standards in the industry in which the Group
operates.

In respect of the awarded shares granted during the Year, the
Remuneration Committee considers that the scheme is intended to
reward eligible participants who have contributed to the business
development of the Group and to encourage eligible participants to
work towards enhancing the value of the Company for the benefit
of the Company and the Shareholders as a whole. In addition, the
Remuneration Committee also considers that:

(i) the grantees in relation to the grant of awarded shares on 7
March 2025 (the “Grantees”) are eligible participants under the
scheme who have contributed directly to the overall business
performance and sustainable development of the Group;

(if) the grant of awarded shares to the Grantees is a recognition for
their past contributions to the Group; and

(iif) the awarded shares are subject to the terms of the scheme,
which provides for circumstances under which the awarded
shares may lapse.

Therefore, the Remuneration Committee is of the view that the grant
of awarded shares without any performance target and clawback
mechanism aligns with the purpose of the scheme.
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Remuneration of Senior Management

During the Year, senior management’s remuneration falls within the
following band:

= R EE E H

RAFERN  BREEEFMEENT

Number of
individuals
Remuneration band HFMER A
HK$1,000,001 to HK$1,500,000 1,000,001 %702 1,500,000/ 7T 1
HK$1,500,001 to HK$3,000,000 1,500,001 7T 2 3,000,000/ 7T 2

Nomination Committee

The Company has established a nomination committee of the Company
(the “Nomination Committee”) on 4 September 2017 with written terms
of reference in compliance with paragraph B.3 of the CG Code as set
out in Appendix C1 of the Listing Rules and the Corporate Governance
Report, which are available on the websites of the Stock Exchange and
the Company.

During the Year, the Nomination Committee was composed of three
members, namely Mr. Takao Nishijima, Mr. Tam Kin Bor, and Dr. Huang
Ping, of whom Mr. Takao Nishijima is a non-executive Director, and
Mr. Tam Kin Bor and Dr. Huang Ping are independent non-executive
Directors. The chairman of the Nomination Committee is Mr. Tam Kin
Bor.

On 25 June 2025, Mr. Takao Nishijima resigned as a member of the
Nomination Committee, and Ms. Mami Matsushita, a non-executive
Director, was appointed as a member of the Nomination Committee.

The primary duties of the Nomination Committee include, among others,
considering and recommending to the Board suitably qualified persons
to act as Directors, reviewing the structure, size and composition
of the Board on a regular basis and as required, evaluating the
independence of the independent non-executive Directors and making
recommendations to the Board on the appointment or re-appointment
of Directors and the succession planning for Directors, in particular the
chairman and the chief executive officer.

During the Year, one meeting was held by the Nomination Committee.
Recommendations have been made by the Nomination Committee to
the Board for the re-election of all retired Directors who retired at the
annual general meeting of the Company for the year ended 31 March
2024. The Nomination Committee has also reviewed the structure,
size, composition and diversity of the Board and the suitability of latest
background information of Directors, and assessed the independence of
independent non-executive Directors.
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Diversity Policy

The Company has adopted a diversity policy for members of the Board
(the “Diversity Policy”), a summary of which is set out as follows:

(1) Vision
The Company recognizes and embraces the benefits of having
a diverse Board to enhance the quality of its performance. The
Company sees an increasing level of diversity, including gender
diversity, at the Board level as an essential element contributing
to the sustainable development of the Company, maintaining its
competitive advantage and enhancing its ability to attract, retain
and motivate employees from the widest possible pool of available
talent.

2) Policy Statement

The Nomination Committee will review annually the structure,
size and composition of the Board and where appropriate, make
recommendations on changes to the Board to complement the
Company’s corporate strategy and to ensure that the Board
maintains a balanced and diverse profile. In relation to reviewing
and assessing the Board composition, the Nomination Committee
is committed to diversity at all levels and will consider a number
of aspects, including but not limited to professional and industry
experience, skills and knowledge, gender, age, cultural and
educational background, etc.

(3) Measurable Objectives
The Company aims to maintain an appropriate balance of diversity
perspectives that are relevant to the Company’s business
growth and is also committed to ensuring that recruitment and
selection practices at all levels (from the Board downwards) are
appropriately structured so that a diverse range of candidates are
considered.

The Nomination Committee will discuss periodically and when
necessary, agree on the measurable objectives for achieving
diversity, including gender diversity, on the Board, how and when
gender diversity will be achieved in respect of the Board, the
numerical targets and timelines set for achieving gender diversity
on the Board and the measures adopted to develop a pipeline
of potential successors to the Board to achieve gender diversity.
The Nomination Committee will make recommendations in relation
to the aforesaid to the Board for adoption and consideration.
In particular, the Nomination Committee will identify and make
recommendations to the Board on implementation of programs
that will assist in the development of a broader and more diverse
pool of skilled and experienced employees that, in time, their skills
will prepare them for Board positions.
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4) Monitoring and Reporting

The Nomination Committee will monitor the implementation of the
Diversity Policy. The Nomination Committee will report annually
a summary of the Diversity Policy, the measurable objectives
and relevant programs that the Board has adopted for the
implementation of the Diversity Policy, the progress made towards
achieving these objectives, how and when gender diversity will
be achieved in respect of the Board, the numerical targets and
timelines set for achieving gender diversity on the Board and the
measures adopted to develop a pipeline of potential successors
to the Board to achieve gender diversity in the corporate
governance report contained in the Company’s annual report.

(5) Review of the Diversity Policy
The Nomination Committee will review the Diversity Policy on a
time to time basis and at least annually to ensure the effectiveness
of the Diversity Policy. The Nomination Committee will discuss
any revisions that may be required, and recommend any such
revisions to the Board for consideration and approval.

The Board currently has one female member and the Board is of
the view that gender diversity has been achieved at the Board level.
The Company aims to maintain at least one female Director in strict
compliance with the gender diversity requirements of the Listing Rules.

The Nomination Committee has reviewed the structure, size, and
diversity of the Board, to ensure that its composition complies with the
Listing Rules and reflects an appropriate mix of skills, experience, and
diversity that are relevant to the Company’s strategy, governance, and
business and contribute to the Board’s effectiveness and efficiency.
The Nomination Committee considered that an appropriate balance of
diversity perspectives of the Board is maintained and accordingly, the
Company has effectively implemented the Diversity Policy.

As of 31 March 2025, according to the section headed “Bf.
Employment” in the Environmental, Social and Governance Report as
contained in this annual report, among the 2,397 employees (including
senior management) of the Group, the percentages of male employees
and female employees are 70.21% and 29.79%, respectively. The Board
believes that the Group’s workforce (including senior management) is
diverse in terms of gender, and will endeavour to further improve gender
diversity across the Group’s workforce (including senior management).
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Nomination Policy

On 28 December 2018, the Board adopted a nomination policy (the
“Nomination Policy”) setting out the criteria and procedures for
nomination and appointment of Directors.

(1)

In assessing and selecting candidates for directorship, the
Nomination Committee and/or the Board should consider the
following criteria:

Character and integrity;

Quialifications (including professional qualifications, skills,
knowledge and experience related to business and
strategies of the Company) as well as diversity factors as
referred to in the Board diversity policy of the Company;

Any measurable objectives adopted to achieve diversity of
the Board;

The Listing Rules, requirements put forward to the Board
to include independent non-executive Directors and the
guidelines as set out in the Listing Rules, stating whether
candidates are considered to be independent as reference;

Any potential contribution to the Board in terms of
professional qualifications, skills, experience, independence
and gender diversity of the candidates;

Whether being willing and able to devote sufficient time to
discharge their duties as members of the Board and/or its
committees of the Company; and

Applicable to the Company’s business and its succession
plans, and where applicable, such other factors as the
Board and/or the Nomination Committee may from time to
time adopt and/or modify for the nomination of Directors
and succession plans.
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Procedures for appointment of new Directors

(i) The Nomination Committee and/or the Board may recruit
director candidates from a variety of sources, including
but not limited to internal promotion, re-designation, and
recommendation from other members of the management
and external recruitment agencies.

(if) Upon receipt of the proposal for the appointment of a new
Director and the candidate’s biographical information (or
relevant details) by the Nomination Committee and/or the
Board, the candidate will be assessed based on the above
criteria to determine whether the candidate is qualified to
be a Director.

(iif) If the process involves one or more suitable candidates,
the Nomination Committee and/or the Board shall prioritize
the candidates based on the Company’s needs and the
reference check of each candidate, as appropriate.

(iv) The Nomination Committee shall then make
recommendations to the Board on the appointment of a
suitable candidate as Director, as appropriate.

(v) For any person nominated by the Shareholders for election
as a Director at a general meeting of the Company, the
Nomination Committee and/or the Board shall assess
the candidate based on the above criteria to determine
whether the candidate is qualified to be a Director.

The Nomination Committee and/or the Board shall make

recommendations to the Shareholders (if applicable) on the
proposals for the appointment of Directors at the general meeting.
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3) Re-election of Director at general meeting

(i) The Nomination Committee and/or the Board shall review
the overall contribution and service of the retiring Directors
to the Company, as well as their participation and
performance in the Board.

(if) The Nomination Committee and/or the Board shall also
review and determine whether the retiring Directors still
conform with the above criteria.

(iii) The Nomination Committee and/or the Board shall make
recommendations to the Shareholders on the proposals for
the re-election of Directors at the general meeting.

If the Board proposes a resolution to appoint or re-elect a person
as a Director at the general meeting, the information of the
candidate will be set out in the circular to Shareholders and/or
explanatory statement accompanying the notice of the relevant
general meeting in accordance with the Listing Rules and/or
relevant applicable laws and regulations.

The above committee is provided with sufficient resources to
perform its duties.

Competition Executive Committee

The Company has established an executive committee (the
“Competition Executive Committee”) on 4 September 2017. During
the Year, the Competition Executive Committee was composed of two
disinterested Directors, namely Dr. Tang Donglei and Dr. Li Zequn, of
whom Dr. Tang Donglei is the Chairman, chief executive officer, and an
executive Director, and Dr. Li Zequn is an executive Director.

On 25 June 2025, Dr. Wang Xiaokun was appointed as an executive
Director and a member of the Competition Executive Committee.

Major responsibilities of the Competition Executive Committee are to
monitor the business of the Company’s Controlling Shareholder and its
close associates.
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Competition Supervisory Committee

The Company has established a supervisory committee (the
“Competition Supervisory Committee”) on 4 September 2017. During
the Year, the Competition Supervisory Committee was composed of
three independent non-executive directors, namely Dr. Huang Ping, Mr.
Tam Kin Bor, and Dr. Satoshi lwabuchi.

On 25 June 2025, Mr. Kunimasa Ota was appointed as an independent
non-executive Director and a member of the Competition Supervisory
Committee.

Major responsibilities of the Competition Supervisory Committee are:

(i) to meet quarterly and review the quarterly inspection records
and any communication records of the Competition Executive
Committee; and

(if) to report findings during its review of the records provided by
the Competition Executive Committee to the Board which will be
published in the Company’s annual reports.

For details of the Competition Supervisory Committee’s findings,

please refer to the section headed “Directors’ Report — Deed of Non-
Competition” of this annual report.
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Attendance of Meetings

- LZEgg

S

EENAFRBEARAEFTE RS
B MR AGH LSRN

The attendance records of the Directors at the Board meetings,
committee meetings and general meetings of the Company during the

Year are as follows:

Number of meetings

attended/held
HE/BTEERY
Audit Remuneration Nomination Annual
Committee Committee Committee General
Board Meeting Meeting Meeting Meeting Meeting
ENEES FMzEe REZES RRAF
3883 S S S V-1
Executive Directors: HITEE:
Dr. Tang Donglei (Chairman and ~ EREET 4/4 N/A 17 N/A 11
Chief Executive Officer) (Note 1) (ZERTHAEZ) (Hit1) TER NER
Dr. Li Zequn FEMET 414 N/A N/A N/A 1
T~ER TEm TER
Non-executive Directors: FHTES:
Mr. Takao Nishijima (Note 2) FS L& (H15#2) 4/4 N/A N/A 1 1
T~ER TEm
Ms. Mami Matsushita RITERZT 474 N/A N/A N/A 11
TER @A TER
Mr. Kenji Yoneyama (Note 3) RIVERLE (B15#3) 414 2/2 N/A N/A 1
TER NEH
Independent non-executive BUFHTES.
Directors:
Dr. Satoshi lwabuchi EABEL 4/4 N/A N/A N/A 1/1
@R TER TEA
Dr. Huang Ping BVET 4/4 2/2 1 1 1/1
Mr. Tam Kin Bor BEKEE 4/4 22 17 1/1 1/1
Notes: et -
1. Dr. Tang Donglei ceased to be a member of the Remuneration Committee from 25 1. EREBLTE T -_RAF A THABRRTBEES
June 2025. MEEEKE -
2. Mr. Takao Nishijima ceased to be a member of the Nomination Committee from 25 2. IS ELEE —E-_RAFNA-THARTHET
June 2025. REZEGKE -
3. Mr. Kenji Yoneyama ceased to be a member of the Board and the Audit Committee 3. KILBRIAEBZZE-_AF AT HARTHET

from 25 June 2025.

EEERERRREGKE -
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CORPORATE GOVERNANCE FUNCTIONS

According to code provision A.2 of the CG Code, the Board is
responsible for performing the corporate governance duties of the
Company. The Board has the following duties and responsibilities in
performing the corporate governance duties of the Company:

EXTERNAL AUDITOR AND AUDITOR’S

to develop and review the Group’s policies and practices on
corporate governance and make recommendations to the Board;

to review and monitor the training and continuing professional
development of the Directors and senior management of the
Group;

to review and monitor the Group’s policies and practices on
compliance with legal and regulatory requirements;

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

to review the Group’s compliance with the CG Code as set out
in the Listing Rules and disclosure in the corporate governance
report in the annual report of the Company.

RBEEFREATRTARIEAG  EFEER
BERTTARAGREERAME - EF2RANUTHE
BENERE BOARRGEERRE

HEMHSANEEEXREABRRNLER
YRAEESHEHES

BRI REERAEEEENSREREL
FIIRBEERER

BRI RERAEMESTEEREEH
EHEL BERES

BE  BEREREEREFTZRTE
ARERFM(E) Rk

BEAEEETET L BARRLE
EATHRAANFRALEEGARE
ZRE -

REMUNERATION

During the Year, the fees paid or payable to the independent auditor,
Ernst & Young and its affiliate companies, for services rendered in

SMER A BT B % B A =

RAFE - B RBEN 2K &A= A
56 188 2 B ph EL P ER R AV IR B SR B E O AR 7S

respect of audit and non-audit natures are as follows: ENRENNERAT :
RMB’000
Type of services i e ki AR¥T R
Audit services — audit fees for the ZERE - HE S -_AF=A=+—HILtFE
year ended 31 March 2025 A% E 920
Non-audit services — interim review fees for the EZERE — B2 E_UFNA=+THIEE
six months ended 30 September 2024 AWM HENER 500
Non-audit services — others (Note) FEZERTS — E b (B5E) 89
Total @t 1,509

Note: Other non-audit services represented review services, which include:

52
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review service for risk management and internal control;

tax consultation service; and

transfer pricing report producing service.
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The independence of the external auditor is monitored by the Audit
Committee which is also responsible for making recommendations to the
Board on the appointment of the external auditor as well as the approval
of their terms of engagement and remuneration.

DIRECTORS’ RESPONSIBILITIES FOR
FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for the preparation of
the financial statements for each financial year, which give a true and fair
view of the financial position of the Group and of the results and cash
flows of the Group for that year in compliance with the relevant laws and
disclosure requirements of the Listing Rules.

In preparing the financial statements for the Year, the Directors have
selected appropriate accounting policies and applied them consistently,
made judgements and estimations that are prudent and reasonable,
and prepared disclosure of the financial position of the Group with
reasonable accuracy at any time.

Apart from uncertainties of the international geopolitics, which may
materially and negatively impact China’s manufacturing industry and the
economy as a whole and resulted in a decline in the demand for high-
end CNC machine tools, the Directors are not aware of any material
uncertainties relating to events or conditions that may cast significant
doubt on the Company’s ability to continue as a going concern.

COMPANY SECRETARY

The company secretary of the Company is Ms. Wong Wai Yee Ella as
delegated by an external service provider. The external service provider’s
primary contact person in the Company is Dr. Li Zequn, the executive
Director and vice president of the Group. Ms. Wong Wai Yee Ella fulfils
the qualification requirements contained in the Listing Rules and her
biographical details are set out under the section headed “Directors and
Senior Management” in this annual report. Ms. Wong Wai Yee Ella has
received no less than 15 hours of related professional trainings during
the Year pursuant to the relevant training requirements under Rule 3.29
of the Listing Rules.
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DIVIDEND POLICY

The Company intends to generate long-term value for the Shareholders
by maintaining a balance between dividend distributions and sufficient
liquidity and reserves in order to meet its working capital requirements,
realize future business growth and its equity value. The Company does
not have any predetermined dividend payout ratio and the Board may
at its absolute discretion declare and pay dividends to the Shareholders
subject to the Articles of Association and all applicable laws and
regulations.

Pursuant to the dividend policy of the Company (the “Dividend Policy”),
the Board shall consider the declaration of dividend by taking into
account the following factors pertaining to the Group:

° Financial results;

° Cash flow status;

° Business conditions and strategies;

° Future operations and revenue;

o Capital requirements and expenditure plans;

o Shareholders’ interests;

o Any restriction on the payment of dividends; and

° Any other factors which the Board may deem relevant.

The Board will review the Dividend Policy from time to time and may
renew, amend and/or modify the Dividend Policy at its sole and absolute
discretion at any time as it thinks fit and necessary. The Dividend Policy
does not constitute any legally binding commitment of the Company that
any dividend will be paid in any particular amount and/or will not require
the Company to declare dividend at any time or from time to time.
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SHAREHOLDER RIGHTS

Procedures for Shareholders to Convene an Extraordinary
General Meeting

According to article 12.3 of the Articles of Association, general meetings
shall be convened on the written requisition of any two or more members
deposited at the principal office of the Company in Hong Kong. In
the event the Company ceases to have such a principal office, the
registered office specifying the objects of the meeting and signed by the
requisitionists, provided that such requisitionists held as at the date of
deposit of the requisition not less than one-tenth of the paid-up capital
of the Company which carries the right of voting at general meetings of
the Company. General meetings may also be convened on the written
requisition of any one member which is a recognized clearing house (or
its nominee(s)) deposited at the principal office of the Company in Hong
Kong or, in the event the Company ceases to have such a principal
office, the registered office specifying the objects of the meeting and
signed by the requisitionist, provided that such requisitionist held as at
the date of deposit of the requisition not less than one-tenth of the paid-
up capital of the Company which carries the right of voting at general
meetings of the Company. If the Board does not within 21 days from the
date of deposit of the requisition proceed duly to convene the meeting
to be held within a further 21 days, the requisitionist(s) themselves or
any of them representing more than one-half of the total voting rights of
all of them, may convene the general meeting in the same manner, as
nearly as possible, as that in which meetings may be convened by the
Board provided that any meeting so convened shall not be held after the
expiration of three months from the date of deposit of the requisition,
and all reasonable expenses incurred by the requisitionist(s) as a result
of the failure of the Board shall be reimbursed to them by the Company.

Procedures for Shareholders to Put Forward Proposals at
General Meeting

If a Shareholder wishes to put forward proposals at a general meeting,
the Shareholder, who has satisfied the shareholding requirements set
out in the above paragraph headed “Procedures for Shareholders to
Convene an Extraordinary General Meeting”, may follow the same
procedures by sending a written requisition to the Board or the company
secretary of the Company at the principal place of business of the
Company in Hong Kong. The Shareholder should state his/her proposals
in the written requisition and submit the written requisition as early as
practicable to enable the company secretary of the Company to make
necessary arrangement.
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Procedures for Shareholders to Propose a Person for
Election as a Director

According to article 16.4 of the Articles of Association, if a Shareholder
wishes to propose a person (the “Candidate”) for election as a
Director at a general meeting, he/she shall deposit a written notice (the
“Notice”) at the Company’s principal place of business in Hong Kong
at Room 1915, 19/F, Lee Garden One, 33 Hysan Avenue, Causeway
Bay, Hong Kong upon the issuance of the notice of general meeting
by the Company, of which addressee is the company secretary of the
Company. The Notice: (i) must include the personal information of the
Candidate as required by Rule 13.51(2) of the Listing Rules; and (ii) must
be signed by the Shareholder concerned and signed by the Candidate
indicating his/her willingness to be elected and consent of publication
of his/her personal information. The period for lodgement of the Notice
shall commence on the day after the despatch of the notice of general
meeting and end no later than 7 days prior to the date of such general
meeting. In order to allow the Shareholders to have sufficient time
to consider the proposal of election of the Candidate as a Director,
Shareholders who wish to make the proposal are urged to submit and
lodge the Notice as early as practicable before the relevant general
meeting.

Procedures for Putting Enquiries to the Board

Shareholders may, at any time, directly put enquiries to the Board. All
enquiries shall be in writing and sent by post to the principal place of
business of the Company in Hong Kong or by email to ir@tsugami.com.cn
for the follow-up action of the investor relations team.

CONSTITUTIONAL DOCUMENTS

During the Year, there was no significant change in the Company’s
Memorandum and Articles of Association.

INVESTOR RELATIONS

The Company continues to pursue a proactive policy of promoting
investor relations and communications by conducting analysts’ briefings
and road shows, participating in investors’ conferences and making
corporate presentations during the conferences, arranging visits to
the Company and maintaining regular meetings with institutional
shareholders and analysts.

The Group’s website (www.tsugami.com.cn) contains an “Investor
Relations” section which offers timely access to the Company’s press
releases, financial reports and announcements. The Company will
continue to maintain an open-door and effective policy for investor
communication and to update investors with relevant information of the
Group in due course.
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SHAREHOLDERS’ COMMUNICATION POLICY

The Company has in place a Shareholders’ Communication Policy. The
policy aims at promoting effective communication with Shareholders
and other stakeholders, encouraging Shareholders to engage actively
with the Company and enabling Shareholders to exercise their rights as
Shareholders effectively. The Board reviewed the implementation and
effectiveness of the Shareholders’ Communication Policy and having
considered the steps taken at the general meeting, the handling of
queries received (if any) and the multiple channels of communication as
set out below, the results were satisfactory.

The Company has established a number of channels for maintaining an
on-going dialogue with its Shareholders as follows:

(@) Corporate Communication

“Corporate Communication” as defined under the Listing Rules
refers to any document issued or to be issued by the Company
for the information or action of holders of any of its securities,
including but not limited to the following documents of the
Company: (A) the Directors’ report, annual accounts together
with a copy of the auditor’s report and, where applicable, its
summary financial report; (B) the interim report; (C) a notice of
meeting; (D) a listing document; (E) a circular; and (F) a proxy
form. The Corporate Communication of the Company will be
published on the Stock Exchange’s website (www.hkex.com.hk)
in a timely manner as required by the Listing Rules. Corporate
Communication will be provided to Shareholders and non-
registered holders of the Company’s securities in both English
and Chinese versions or where permitted, in a single language,
in a timely manner as required by the Listing Rules. Shareholders
and non-registered holders of the Company’s securities shall have
the right to choose the language (either English or Chinese) or
means of receipt (in printed form or through electronic means) of
the Corporate Communication.

(b) Announcements and Other Documents pursuant to
the Listing Rules

The Company shall publish announcements (on inside information,
corporate actions and transactions etc.) and other documents
(e.g. the Memorandum and Articles of Association) on the Stock
Exchange’s website in a timely manner in accordance with the
Listing Rules.
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Any information or documents of the Company posted on
the Stock Exchange’s website will also be published on the
Company’s website (www.tsugami.com.cn).

Shareholders’ Meetings

The annual general meeting and other general meetings of the
Company are primary forum for communication between the
Company and its Shareholders. The Company shall provide
Shareholders with relevant information on the resolutions(s)
proposed at a general meeting in a timely manner in accordance
with the Listing Rules. The information provided shall be
reasonably necessary to enable Shareholders to make an
informed decision on the proposed resolution(s). Shareholders
are encouraged to participate in general meetings or to appoint
proxies to attend and vote at the meetings for and on their behalf
if they are unable to attend the meetings. Where appropriate or
required, the Chairman of the Board and other Board members,
the chairmen of board committees or their delegates, and the
external auditors should attend general meetings of the Company
to answer Shareholders’ questions (if any). The chairman of the
independent board committee (if any) should also be available to
answer questions at any general meeting to approve a connected
transaction or any other transaction that is subject to independent
Shareholders’ approval.

Shareholders’ Enquiries
Enquiries about Shareholdings

Shareholders should direct their enquiries about their
shareholdings to the Company’s branch share registrar, Tricor
Investor Services Limited, or call its hotline at (852) 2980 1333,
or go in person to its public counter at 17/F, Far East Finance
Centre, 16 Harcourt Road, Hong Kong.

Enquiries about Corporate Governance or Other Matters to
be Put to the Board and the Company

The Company will not normally deal with verbal or anonymous
enquiries. Shareholders may send any enquiries to the Board by
email: ir@tsugami.com.cn or by post to Room 1915, 19/F, Lee
Garden One, 33 Hysan Avenue, Causeway Bay, Hong Kong (with
attention to Ms. WONG Wai Yee Ella, Company Secretary).
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(f) Other Investor Relations Communication Platforms

Investor/analysts briefings, roadshows (both domestic and
international), media interviews, marketing activities for investors
and specialist industry forums etc. will be launched on a required
basis.

RISK MANAGEMENT AND
CONTROLS

INTERNAL

The Board has acknowledged its responsibility for the risk management
and internal control systems of the Group, and has established such
systems and continuously supervised and reviewed the effectiveness of
the system operation on an ongoing basis as required in paragraph D.2
of the CG Code as set out in Appendix C1 of the Listing Rules, with the
purpose of managing the risk of failure to achieve the business objectives
(including the ESG risks), as well as enhancing the effective and efficient
operation of the Group. However, such systems are designed to manage
rather than eliminate the risk of failure to achieve the business objectives,
and can only provide reasonable and not absolute assurance against
material misstatement or loss.

The Group’s Risk Management Process and Internal
Control Framework

The Group has also commissioned an independent professional risk
advisor to help build risk management framework, develop the “Risk
Assessment Manual”, and conduct risk assessments to determine the
nature and extent of the Group’s risks. In the risk assessment process,
the management and the internal audit department of the Group have
identified the major risks (including the ESG risks) faced by the Group
and ranked these risks according to the likelihood and the severity
of the impact of such risks on the business of the Group, as well as
further developed risk management measures to maintain the risks at an
acceptable level. Appropriate internal control measures are developed to
mitigate the risks and changes of risks are reported to management on
an ongoing basis.
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The internal audit department of the Group is responsible for performing
independent review of the adequacy and effectiveness of the risk
management and internal control systems.

The key features of our risk management and internal control systems
include the following:

60

Establish clear internal control policies and procedures, define
the responsibilities, authorities and accountabilities of each key
position;

Establish code of conduct, explain the Group’s requirements on
integrity and ethical value to all staff;

A comprehensive financial accounting system to provide for
various performance measurement indicators and to ensure
compliance with relevant rules;

Establish appropriate policy to ensure the effective use of
resources, the qualifications and experiences possessed by our
staff members who are responsible for the Group’s accounting
and financial reporting functions, and sufficient training provided
to our staff members;

Management to conduct review and evaluation on the internal
control procedures and monitoring of risk factors on a regular
basis and reports to the Audit Committee about the findings;

Establish anti-corruption policy and whistleblowing mechanism
to prevent incidents of bribery, extortion, fraud, and money
laundering and comply with the laws of the place where the
business of the Group carries on, to report the issues to the
relevant government authorities; and

Establish appropriate level of information technology access
rights, avoid leakage of sensitive information, such as price.
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The management and the internal audit department would report to the
Audit Committee and the Board on all findings and the effectiveness of
the risk management and internal control systems. The Audit Committee
assists the Board in leading the management to oversee the design,
implementation and monitoring of the risk management and internal
control systems, and makes recommendations. The Audit Committee
also ensures that an overall review of the effectiveness of such systems
is conducted at least annually and put forward to the Board for
consideration. The Board has the overall responsibility for evaluating
and determining the nature and extent of the risks it is willing to take
in achieving the Company’s strategic objectives, and acknowledges its
responsibility for the risk management and internal control systems and
reviewing their effectiveness.

Review of Risk Management and Internal Control Systems

The Board and its Audit Committee reviewed the effectiveness of the
Company’s risk management and internal control systems which include
financial, operational and compliance controls during the Year, as well
as took into account the adequacy of resources, staff qualifications and
experience and trainings for the staff of the Company’s accounting and
financial reporting and internal audit functions, as well as the Company’s
ESG performance and reporting. Procedures have been set up for,
inter alia, safeguarding assets against unauthorised use or disposition,
controlling capital expenditure, maintaining proper accounting records
and ensuring the reliability of financial information used for business and
publications. Management throughout the Group maintains and monitors
the risk management and internal control systems on an ongoing basis.

The Company’s risk management and internal control systems are
reviewed annually. The Board conducted an annual review of the
financial, operational and compliance monitoring systems during the
Year and assessed the effectiveness of such systems after considering
the work performed by the Audit Committee, the management of the
Group, external and internal auditors and ESG working group. The Board
considered that, based on the reports submitted by the internal audit
department, ESG working group and the management, the Company’s
risk management and internal control systems are effective and
adequate.
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Procedures and Internal Controls for the Handling and
Dissemination of Inside Information

The Board has established the Inside Information Policy for the handling
and dissemination of inside information. The Inside Information Policy
stipulates the obligations of the Group, restriction on sharing non-
public information, handling of rumors, unintentional selective disclosure,
exemptions and waiver to the disclosure of inside information, external
communication guidelines and compliance and reporting procedures.
Management of the Group must take all reasonable measures from time
to time to ensure that proper safeguards are in place to prevent a breach
of a disclosure requirement in relation to the Group. They must promptly
bring any possible leakage or divulgence of inside information to the
attention of the financial manager who will notify the Board as soon as
reasonably practicable accordingly for taking the appropriate prompt
action. In the event that there is evidence of any material violation of the
Inside Information Policy, the Board will decide, or designate appropriate
persons to decide, the appropriate course of actions for rectifying the
problem and avoiding the likelihood of its recurrence.
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ABOUT THE GROUP

Precision Tsugami (China) Corporation Limited (the “Company”) together
with its subsidiaries (the “Group” or “we”) is a leading professional
manufacturer of CNC high precision machine tools and its main business
includes professional customisation, development, production, and sales
of various CNC high precision machine tools such as precision lathes,
precision machining centres and precision grinding machines. The
products of the Group are mainly used in the industries which include
automobile parts and components, IT electronic parts such as mobile
phones and communication facilities, automation, medical instruments
and construction machinery. They are mainly sold in the mainland of
the People’s Republic of China (the “PRC”) and Taiwan markets and
are also exported to Japan, Europe, America and Southeast Asia
through the Group's parent company Tsugami Corporation =\ &4t/
73 = (“Tsugami Japan”). The Group also provides CNC high precision
machine tools to the supply chains of renowned auto manufacturers,
home appliance manufacturers, and smartphone manufacturers of the
world.

The Group is a subsidiary established by Tsugami Japan, a renowned
Japanese CNC precision machine tool manufacturer, for its Chinese
undertakings, and has grown into the largest foreign-branded
CNC machine tool manufacturer in the Chinese machines’ tools
market through more than 20 years of rapid development since its
commencement of business in 2003.
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The Group firmly believes that sustainable development is the key to
its continued success. We recognise the importance of integrating
environmental, social and governance (‘ESG”) concepts into its risk
management system and adopting corresponding measures in running
its daily operations and establishing its governance structure. The
Group’s mission is to perpetuate human creativity, innovation and
inspiration through the provision of CNC high precision machine tools.
With this mission, the Group believes that the following five core values

are vital:

A Will to Succeed:

Integrity and Honesty in
All Areas of Business:

Respect for People:

Protection of the
Environment:

Pride in the Group’s
Services and
Product Quality:

64

The Group is dedicated to creating long-
term and sustainable value for its investors.
As such, the Group continuously pursues
excellence in its performance, not only
financially but also in non-financial aspects.

The Group emphasises business ethics.
The Group leads by example and demands
honesty and integrity from its business
partners.

The Group treats its investors, employees,
customers, business partners and suppliers
with mutual respect and care, values their
contributions and keeps pace with them.

The Group is committed to minimising its
potential adverse impact on the environment
and preserving natural resources.

The Group treasures its customers and
strives to satisfy them with quality products
and services.
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CORPORATE HONOURS
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Pinghu Municipal People’s Government
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The 9th Zhitong Finance Listed Company Awards
Most Valuable Industrial Manufacturing Company
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Party Working Committee of Pinghu Economic and
Technological Development Zone (Zhongdai Subdistrict),
Administrative Committee of Pinghu Economic and
Technological Development Zone
2024 Top 20 Taxpaying Enterprises — First Place
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Party Working Committee of Pinghu Economic and
Technological Development Zone (Zhongdai Subdistrict),
Administrative Committee of Pinghu Economic and
Technological Development Zone
2024 Special Contribution Award
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ABOUT THE ESG REPORT

The purpose of this ESG Report (the “Report”) is to enable stakeholders
to fully understand the Group’s corporate mission and its social
responsibilities, and to demonstrate the Group’'s ESG performance
in areas such as corporate governance, environmental protection,
employment practices, operational practices and community investment.

ESG Governance Structure

The Group has established an ESG governance structure to integrate
ESG governance into its business operations and decision-making
processes. The board (the “Board”) of directors (the “Directors”)
and its audit committee (the “Audit Committee”) assume overall
responsibility for ESG matters related to the Group, and their members
possess the appropriate skills, experience, knowledge, and perspectives
necessary to oversee the Group’'s ESG matters. The Board must hold
at least one meeting each year to establish and plan the overall ESG
approach, ensuring it aligns with the Group’s business strategy. The
Audit Committee must develop and review ESG-related management
approach, strategies, principles, policies, targets, and priorities of issues.
To better monitor the Group’s performance, issues, and potential risks
in ESG-related areas, the Audit Committee must regularly assess and
identify the Group’s ESG risks and opportunities, as well as evaluate and
review the ESG-related targets set and the effectiveness of policies. The
Audit Committee also needs to review the disclosure information in this
Report and recommend it to the Board for approval, while proposing
specific actions or decisions for the Board to consider in order to
maintain the integrity of this Report.

To enhance the effectiveness of the Group’s ESG governance, the Group
has established an ESG Working Group (the “Working Group”) to assist
the Audit Committee in overseeing ESG-related matters. The Working
Group is composed of core members from different departments who
possess relevant qualifications and professional knowledge in all aspects
of ESG and is responsible for the specific implementation of ESG
management. The Working Group collaborates with an independent third
party to collect and analyse ESG data, monitor and evaluate the Group’s
ESG-related performance, track and review the progress of ESG-related
targets, ensure compliance with relevant laws and regulations, assist
in conducting materiality assessments, and prepare this Report. The
Working Group must also hold at least one meeting each year to discuss
the Group’s performance in ESG-related areas and develop appropriate
solutions to improve the overall performance of ESG policies. The
Working Group must also assist in evaluating and identifying the
Group’s ESG risks and opportunities and ensure the implementation
and effectiveness of risk management and internal control systems. The
Audit Committee and the Working Group must report their investigation
results, decisions, and recommendations to the Board at least once a
year.
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Governance Level
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ESG Working Group
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ESG Working Group Organizational Structure

ESG T{EAEMEE

REPORTING PERIOD

The Report details the ESG activities, challenges and measures taken by
the Group as at the financial year ended 31 March 2025 (“FY2025” or
the “Reporting Period”).

REPORTING SCOPE

This reporting scope is mainly determined based on the importance of
ESG-related impacts of the Group’s operating locations. This Report
covers the Group’s major operating locations in the PRC, including
Precision Tsugami (China) Corporation (“PTC”), Shinagawa Precision
Machinery (Zhejiang) Co., Ltd. (“Shinagawa Precision”), and Precision
Tsugami (Anhui) Corporation (“Precision Tsugami Anhui’). Except as
specifically stated, we obtained key performance indicators (“KPIs”) data
through the Group’s operating control mechanism. As the Group’s data
collection system becomes more mature and sustainable development
work deepens, we will continue to expand the reporting scope in the
future.

REPORTING FRAMEWORK

This Report has been prepared in accordance with the Environmental,
Social and Governance Reporting Guide (the “ESG Reporting Guide”)
as set out in Appendix C2 of the Rules Governing the Listing of
Securities of The Stock Exchange of Hong Kong Limited (‘HKEX”). For
information relating to the Group’s corporate governance practices,
please refer to the section headed “CORPORATE GOVERNANCE
REPORT” in the Annual Report.
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During the preparation for this Report, the Group has applied the
following reporting principles mentioned in the above ESG Reporting
Guide:

Materiality: The Group has conducted a Materiality Assessment to
identify material issues and has included the confirmed material issues
as the focus of this Report. The materiality of each of the issues was
reviewed and confirmed by the Board, the Audit Committee and the
Working Group. For further details, please refer to the sections headed
“STAKEHOLDER ENGAGEMENT” and “MATERIALITY ASSESSMENT”.

Balance: The source of information and cases of this Report are mainly
derived from the Group’s Statistical Reports, internal communication
documents and other relevant documents. This Report does not contain
any false information or misleading statements. The Group accepts
responsibility for the contents of this Report as to its authenticity,
accuracy, and completeness and ensures that the information disclosed
truly reflect the overall ESG performance of the Group.

Quantitative: The standards, methodologies and applicable assumptions
used in the calculation of KPIs data were supplemented in the
explanatory notes. The Group has established specific environmental
targets to mitigate and address particular impacts.

Consistency: Unless otherwise stated, the preparation approach of this
Report is consistent with the ESG report for the financial year ended
31 March 2024 (“FY2024”) for comparison purposes. If there are any
changes in the reporting scope or calculation methods that may affect
comparisons with previous Reports, the Group will provide explanations
for the corresponding changes in the appropriate sections.

STAKEHOLDER ENGAGEMENT

The Group and its stakeholders communicate and support each other
through a two-way communication mode to achieve mutual growth.
The Group values opinions from different stakeholders on its operation
and ESG matters and is committed to working with its stakeholders
to improve the Group’s ESG performance and to continue to create
greater value for the country and society. To fully understand, respond
to and address core concerns of different stakeholders, we have been
maintaining close communication with various stakeholders. We will
continue to strengthen stakeholder engagement through constructive
dialogue to draw a blueprint for long-term prosperity.
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Through the engagement of different stakeholders and various
communication channels, we integrated their expectations into our

operation and ESG strategies. The Group’s communication channels
with its key stakeholders and their corresponding expectations are

outlined below:
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Stakeholders
E0E

Communication Channels
BEEE

Expectations

HE

Investors and shareholders

REEMER

e Annual General Meeting and other
shareholders’ meetings
e BREBAFRENHMBRRGH

e Financial reports
o HIFWE

e Announcements and circulars
o NERBEK

e The Group’s website
o  REEMUL

e Investors meeting

. REEEH

Compliance with relevant laws and
regulations

BT RRARER

Timely release of the latest corporate
information
REAMEPESHEM

Corporate sustainable development
PEAHEERE

Financial performance

ES

Industry development trends
TEERBS

Customers

5P

e Business meetings

s XHEH

e  Customer service Hotline
o HARER

e Email

* Exhibitions
e RE

Fulfilling product and service
responsibilities
BITEmRRBEE

Customer information security

EFEARE

Business ethics

BFRER

Latest product introduction
BHEMN A

Customer feedback management
BEFPERRE
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R HEBRERBHRS

Stakeholders
FhE

Communication Channels
BEEE

Expectations
e

Suppliers and partners

HERESERHE

Supplier management meetings and
events

HEBERGZLED

Business meetings

EaE

Ongoing direct communication
FEEEER

e Fair competition
. DYHBF

e Win-win cooperation
o BIEHE

e Business ethics
o WEBEE

Employees
(==

Employee opinion survey
BTER#E

Regular qualification assessments

EHEREZE

Employee training programmes
BT IRE

Social media

R

Internal announcements
NS

Direct communication

BEEER

e Compensation and benefits
o FENERTRA

e Career development
o BEZLRE

e Work environment
o  T{EIRIE

e Work performance

e TiERR

e QOccupational health and safety
e BEREREZE

Government and regulatory
authorities

BT MESE S

Regulatory or voluntary disclosure
EEXARKE

News reporting
FERE

e Promotion of employment

o f{RHERLE

e Tax compliance

o R

Community, non-governmental
organisations and media

A FEERT AR KR IR A

Community investment programs

HERERE

The Group’s website
NEBE L

ESG Report
ESG# &

News release

e Giving back to Society
o [OfEHE

e Environmental protection
o IRIFRE

e Corporate social responsibility
e DEHEEE

e Compliance operations

e ¥ER o HHKE
e Fair employment opportunities
e NTYERES
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MATERIALITY ASSESSMENT

The Group engages independent professional organisations to conduct
surveys among internal and external stakeholders, gather their feedback,
and prioritise issues through materiality analysis. This provides valuable
reference for enhancing the Company’s ESG management and enables
us to better address the expectations and concerns of our stakeholders.
Going forward, we will continue to monitor the key concerns of all
stakeholders based on the Company’s ESG materiality matrix, ensuring
that materiality ESG-related issues are accurately reflected in the
Company’s current operations.

R HBERERBHRS

EEMFE

AEBRBERB L EXRIBH AN 5H 5
THRERRSAT - WENSHBETHER - Wik
REBREBRUNMHBRETEREIEFST - B
ARARTEESGERRMSE » B4 ith O EF
s ARRET MR AR - MATERIGHER A 7]
ESGEZ2MIER @ FERESNSHETOT
R UHERESGHEMNEZRERETNEER
BRABIEIRI o

Materiality Analysis Procedure

REEEMTNARRE

Stakeholder

Issue Identification Research

FI2HERE T 95

gl

Topic Assessment
stegsy

[ 2 aﬂﬁ

Review and
confirmation

2

®Based on the
Company’s
development
strategy and
business model,
in conjunction
with the
Sustainable
Development
Accounting
Standards Board
SASB), national
policies, capital
market
requirements,
benchmarking
analysis of
leading peers,
and an
assessment of
stakeholder
concerns, 23
topics have
been selected.

LE=97 /NS
BREMRE
BERX - #Ea
RELRE
SHEREE S
(SASB) * EIX
B - BAH
BER - IRE
BERZHE
DMER - I
BB TR R
U bagabaa
i - BFiEH23
Bl RE -

_

®\We develop
questionnaires
on material
topics and
distribute
them to both
internal and
external
stakeholders,
using a 1-10
scoring system
to broadly solicit
feedback on the
importance of
various ESG
topics.
This process
enables us to
understand
stakeholders’
expectations
and concerns,
and to determine
the priority of
each material
issue.

oK MGEEM
BB ER S
BEB IR AN
M= AEES
LA1-109¥T 5
WA B
REHESGE
[EEFEEE:3id
HEREHE
TR N
B 75 R B E A
K - ERE
AEZHHRE
HIBERFT ©

®Based on the
results of
stakeholder
research, we
compile and
analyse the
scores for
each topic,
focusing on ‘the
importance to the
Group’ and ‘the
importance to
stakeholders’.
We rank
the issues
according to the
two dimensions
of materiality,
incorporate expert
recommendations,
and develop a
materiality issue
matrix.

o Bz AR
TSR
HEBEOE
#mEt - 3
[HALEN
ER2M]
[ EN
214 WA
HEETHR
EOHERER
BEBRME

B -

—

®Present the
results of the
materiality
assessment to
the Board of
Directors for
review. Upon
confirmation and
approval by the
Board, key
disclosures will
be highlighted
in the Report.

o HEEEM
R AERE IR
BEEETURE
B WESE
SERREH
& - TERED
BEEIRE -
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Materiality Matrix EEMEME

Below is the Group’s FY2025 materiality matrix: LATAAREE T hFEE2HEEHE :

B2
Materiality Matrix

HFHENEEN

Significance to Stakeholders

Significance to Tsugami

HEIHEENR
Serial Number Topic 55 B3
1 Greenhouse Gas Emissions and Management 1 BERBEHEMEER
2 Energy Consumption 2 BEIR B AR
3 Water Resource Consumption 3 KERERE
4 Wastewater Discharge and Management 4 VSKBERR R 12
5 Air Emissions and Management 5 RE RPN E 12
6 Waste Management 6 EEEMER
7 Paper Consumption 7 AR B
8 Packaging Material Consumption 8 BEMEDER
9 Environmental Risk Management 9 RIEERERE
10 Climate Change 10 R/
1 Prevention of Child and Forced Labour 11 PribET RagH|4 T
12 Occupational Health and Safety 12 BERENEZE
13 Employee Development and Training 13 8 T3 R 8%
14 Promoting Diversity 14 RSBt
15 Protection of Employee Rights and Interests 15 B IT#=RE
16 Product and Service Quality 16 EmkREmE
17 Customer Satisfaction 17 EPWMEE
18 Community Engagement and Contribution 18 fE2E Kk H R
19 Protection of Customer Privacy 19 RER PRI
20 Protection of Intellectual Property 20 RESEVER
21 Supply Chain Management 21 HREEEIR
22 Enhancing Risk Management 22 hnog @ b B 18
23 Anti-Corruption and Anti-Money Laundering 23 RES R
79 ANNUAL REPORT 2024-2025 4 [&E

PRECISION TSUGAMI (CHINA) CORPORATION LIMITED & LS = #K (FEl) BRAAE



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

CONTACT US

The Group welcomes comments and suggestions from stakeholders.
If you have any opinions on this Report or the Group’s performance in
sustainable development, please feel free to contact us via the following
methods:

Tel: 0673-8529 8093
Website: https://www.tsugami.com.cn/
E-mail: ir@tsugami.com.cn

A. ENVIRONMENT
Environmental Targets

As the negative impacts of climate change on the environment and
society become increasingly apparent, stakeholders across society are
gaining a deeper understanding of the importance of environmental
protection. The Group consistently upholds the concept of sustainable
development, viewing the reduction of environmental impact as a key
corporate mission. We actively fulfil our social responsibility and are
committed to establishing a green, low-carbon, and environmentally
friendly business operation model.

The Group has designated fiscal year 2020 as the base year and
established a series of environmental targets, planning to progressively
advance the optimization of various types of emissions and achieve a
reasonable reduction in emission levels by 31 March 2030. To this end,
the Group has strengthened the management of material issues and
sustainable development performance, optimised business practices,
and continuously monitors and reviews target progress, actively
implementing corresponding measures to facilitate the achievement
of these objectives. The following table and subsequent sections will
provide a detailed overview of target progress, relevant data, and
year-on-year comparisons, clearly illustrating the Group’s efforts and
achievements in environmental protection.

R HBERERBHRS

B 3% 19 B A%

AEBROSOERREARES - BT
ARESAKEEAFERRTMAORBREHRE
BER  WEBA T EAKEEA -

FEih 0 0573-8529 8093
#B4k - https://www.tsugami.com.cn/
BEH : ir@tsugami.com.cn

A.
REER

EEREECHREEMGELANAEYER A
iR SR SHE S EREREERENR
HMTENR(E - REBIRRBTFAHEERESR
BIELRROFEEREEBERNERE D
BERETHEEE  BORBESE - &Ik R
REVIERBER -

AEBUN—_Z_FTHFELEESF  HET — &7
REAR FEBILI-T=FF=A=+—H"
B SR ERIPE B TIE - BIRBEPUKE
MAERE - [t - AEER{ETHRBERS
BLARHERREMNERE  BLEBER X
FEEE FERRER  BERRIVEEEGRE
BEREN - M TR RREEMKHANZ2IRAE
RER - HESBALBELLERER  BERER
AEBERBERENENS NEKR -

footprint.

BRI - B ERENR R -

Category Environmental Targets Progress Made in FY2025

bl REER “ERECOVENSENER

Exhaust Gas Emissions Reduce exhaust gas emissions and | Due to a substantial increase in business
FERHEIR progressively lower the Group’s carbon | operations, the volume of exhaust gas

emissions has risen compared to the
FY2024. The company has always
been actively fulfilling its environmental
responsibilities, continuously investing efforts
and resources to reduce the emissions level.
MR EEEEARBIEIN - ERYENEERRN
F—FEAMLEA - RRIBKBEBBEITRIRE
£ FERABHEER - BUORBEERUK

ANNUAL REPORT 2024-2025 #E&E 73

PRECISION TSUGAMI (CHINA) CORPORATION LIMITED £ E#52#5K (FhE) R A A



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

R HEBRERBHRS

consumption.

HET BTG A EBRRE @ RERRER -

Category Environmental Targets Progress Made in FY2025
il RIEAE “ECHMERENER
Greenhouse Gas (“GHG”) Reduce GHG emissions and progressively | Due to a substantial increase in business
Emissions lower the Group’s carbon footprint. operations, GHG emissions have risen
BERE(BERE ) HER B ERESN - ZEBREEBANE | compared to the base year. However, the
B o emission intensity has decreased by 11%
compared to the FY2024.
HREEEENAREIGN  AERBHENEH
EREEMLLBATIEM - AT - 202481 48
L BEREE T T11% °
Waste Promote source reduction and recycling | The total generation of both hazardous
REEY) to minimise waste generation. and non-hazardous wastes has increased.
RERERENBWEA - BALEZEYR | However, the wastes generation intensity has
EHE o remained largely unchanged compared to the
FY2024.
ﬁ%ﬁ%%ﬁﬂ%@ﬁ%ﬁ%méiéﬁ%ﬁ
BRI AREIN 202450 F A MRS TR -
Energy Consumption Enhance processes and control the | Due to a substantial increase in business
BEIR B RE production process to reduce energy | operations, energy consumption has risen

compared to the base year. However, the
emission intensity has decreased by 10%
relative to the FY2024.
HREEEEHARBIEN - seREFEE AR
FAELLBATIEM o AT - EL2024 BF FFARLL
PEMEE TET10% °

Water Consumption Improve water use efficiency and reduce
KE R BFE potable water waste.
HERKEE - BARKRE o

Due to the launch of the fifth plant area
during the Reporting Period, water
consumption has increased significantly
compared to the FY2024, while the emission
intensity has decreased by 4%.
HRAREHZH TELRE - KEREFEE
E2024F F M - RIEIBR - BEREBE T#
T4% °

Through the formulation and implementation of the aforementioned
targets, the Group has made significant progress in environmental
protection. In FY2025, the Group will continue to advance steadfastly
towards its sustainable development goals, increase investment in
environmental protection, strengthen environmental management,
continuously optimise business practices, and make greater
contributions to green development and the protection of the ecological
environment.
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Emissions

The Group places great emphasis on environmental
management and considers environmental protection a
vital aspect of fulfilling its social responsibility. In its daily
operations, the Group has established a comprehensive
environmental management system and operational
procedures, exercising strict control over emissions,
GHG emissions, wastewater discharge, and the disposal
of hazardous and non-hazardous waste. The Group is
fully committed to sustainable development and actively
contributes to environmental protection.

The Group has obtained an ISO 14001:2015 Environmental
Management System certificate, aiming to minimise the
potential adverse environmental impacts of its operations
and actively engage in the protection of natural resources.
In its operations, the Group strictly complies with national
environmental protection laws and regulations to ensure
that all business activities are lawful and compliant. The
specific laws and regulations observed include, but are not
limited to:

- Law of the People’s Republic of China on the
Prevention and Control of Environmental Pollution by
Solid Wastes

— Environmental Protection Law of the People’s Republic
of China

- Law of the People’s Republic of China on the
Prevention and Control of Atmospheric Pollution

—  Water Pollution Prevention and Control Law of the
People’s Republic of China

— Law of the People’s Republic of China on Environmental
Impact Appraisal

During the Reporting Period, the Group recorded no
violations of the aforementioned environmental laws and
regulations regarding emissions and GHG emissions,
water and land pollution, or the disposal of hazardous and
non-hazardous waste, thereby setting a strong example for
environmentally compliant operations.

RIE -HERER

A1l.

&

2958

AEESEERREEEIFE
BRERSERABBETHLEEEN
BEE-R -HHAELELY -
AEBHET —ETEHNERR
Aﬁﬁ&ﬁhﬁﬁ&'ﬂrﬁﬁ
W OREREEEER - 5K -
M&ﬁmA$$@%%WEEﬁ
IREVETERREE - 2 HEXRA
FERE - RRBRERRIE -

AEBEEDEFISO14001:2015
%%%Eh/wmvﬁﬁﬁi%
ﬁ@ﬂ%%mEETﬂwﬂ
Eﬁﬁﬁ'lﬁﬂ&%ﬁaﬁé
TRERELE - EEZEBEF -
K%IF#I%%f% g EE

S MRSEEXEBEDE LS
ﬁ BERERNEREIABET
BRA :

(rhEE AR AEFNE B RERE Y5 R IR
BERED

(PEARANMBREREL)

(PEARAMBRRIZRE
R

(PEE AR LRBIKFREAE)
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EREROBR - RREARE
BRI T RAFHAE o

ANNUAL REPORT 2024-2025 #E&E 75

PRECISION TSUGAMI (CHINA) CORPORATION LIMITED £ E#52#5K (FhE) R A A



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

R HEBRERBHRS

/6

Emission Control

Exhaust Gas Emissions

With respect to emission management, the Group has
established regular inspection and real-time monitoring
mechanisms. Each year, the Group engages a professional
third-party testing agency to conduct comprehensive
emission testing, focusing on pollutant concentrations at
emission outlets, including particulates, total non-methane
hydrocarbons, acetate esters, and benzene series
compounds. Following testing, the results are meticulously
compared and evaluated against the Ambient Air Quality
Standards in the PRC to ensure that emissions meet
regulatory requirements. Meanwhile, the Group integrates
emissions data into the monitoring platform of the Ministry
of Ecology and Environment of the PRC, enabling 24-hour
uninterrupted real-time supervision. Should any abnormal
emission data be detected, the Group will immediately
implement corrective measures to ensure ongoing
compliance with national standards.

All machinery used in the Group’s production facilities is
powered by electricity, offering clean and efficient operation
with minimal negative environmental impact. During
the Reporting Period, the Group’s emissions primarily
originated from the use of petrol and diesel by vehicles.
To effectively limit emissions generated by transportation
activities and minimise environmental impact, the Group
has developed and implemented a series of emission
reduction measures, including but not limited to:

o Encourage employees to commute by public
transportation and to use environmentally friendly
vehicles instead of high-emission vehicles;

o Encourage employees to carpool whenever possible
during business trips, and to optimise routes and
itineraries to reduce vehicle usage and energy
consumption;

° Utilise electronic means of communication such as
video conferencing to reduce the number of trips;

o Purchase standard vehicle fuel and conduct
regular inspections and maintenance of vehicles
and other mobile machinery to ensure compliance
with relevant emission standards and to prevent
inefficient energy consumption;
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o Require operators and drivers to turn off machines
and vehicles when in standby mode;

° Increase the use of hybrid vehicles;

° Encourage employees to use shared bicycles within
the factory premises;

° Gradually replace diesel forklifts with electric forklifts;
and

o Actively implement the emission reduction measures
outlined in the “GHG emissions” section in this
aspect.

During the Reporting Period, with the significant expansion
of the business scale, the overall exhaust gas emissions
of the Group increased compared to FY2024. Notably, the
growth rate of exhaust gas emissions is lower than the
growth rate of production volume during the same period.
The specific performance is as follows:

RIE -HERER

&

. REREEMEREER
HIRRE TS BE PR R A EE 4

. BIMERSESHEWDN
£/

. sE B T M A E R 3
FETE

. BIEREHNERE LR
HXE R

. FH%HMAZ?KEF/'*”
BEHERR ] — &R ATRE RA AR
BEFE I ©

RARE R - HFEEERED
BERE AEEEEERKIER

ER_T_NYPFEEMLFA - E
BREENE  BERIENEREER
RRAPEEEMNERRBE  AE©
FIRMT

Type of exhaust gas' Unit FY2025 FY2024
RERiELE By ZZB-HBE —TNHMF
Nitrogen oxides (NO,) kg 254.51 225.14
AAILM(NO,) F5
Sulphur oxides (SO,) kg 1.60 1.48
m%ﬂi%(SO ) T
Particulate matter (PM) kg 23.38 20.74
RERLY) (PM) F&u
1 The calculation method of exhaust gas emissions is based on How 1 & R BE R BOR AT B 0 2 BRI X PR
to prepare an ESG Report — Appendix 2: Reporting Guidance on e A R ERE - HEREAR
Environmental KPls issued by HKEX. HE M- REBERERUE
IZEHRIESI)
GHG Emissions B ERBBLEN
The Group’s GHG emissions primarily originate from three AEENRERBHEREERE
sources: petrol and diesel consumed by vehicles (Scope =@ mE - EWIEFER TR R
1), purchased electricity (Scope 2), and business travel o (EEE—) : INBEES (%%"ﬂg
activities (Scope 3). o) ERER (BHEE=
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To proactively reduce GHG emissions, the Group has
vigorously implemented electricity and energy-saving
initiatives. In office areas, the usage duration and methods
of electrical equipment are strictly regulated. In the
production process, the Group optimises the process
flow of machining equipment to shorten processing times,
thereby effectively reducing power consumption. For
detailed explanations of these specific measures, please
refer to the “Exhaust Gas Emissions” in this aspect and
“Energy Consumption” in aspect A2.

In addition, the Group actively promotes the use of
electronic communication methods, such as telephone
and video conferences, to replace long-distance, in-person
meetings, thereby significantly reducing carbon emissions
associated with business travel. At the same time,
the Group places strong emphasis on advocating and
disseminating its environmental philosophy. On one hand,
green information notices and environmental protection
posters are displayed in office areas to foster a strong
atmosphere of environmental protection. On the other
hand, the Group regularly organises tree planting and
greening activities to convey environmental messages
to employees through practical actions, enhance their
environmental awareness, and actively promote effective
environmental management practices.
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During the Reporting Period, although the total GHG
emissions increased as a result of business expansion,
the Group’s efforts in energy conservation and emission
reduction remained steadfast. Notable progress was
achieved in controlling emission intensity and promoting
our environmental philosophy. Looking ahead, the Group
will further strengthen its initiatives in energy conservation
and emission reduction, explore additional low-carbon
development pathways, and make every effort to minimise
GHG emissions while sustaining business growth. In doing
so, we aim to make a greater contribution to addressing
climate change. An overview of the Group’s GHG
emissions performance is as follows:

MR E R - #EEBERE
BRERBHMAEESEM - AX
SEAEMERETENE NL R
F& - BEBFRBERS R
RESHEESTENG T —EK
R o R - AR E A MR DK ED
RERENE  BRREZRIKER
BE - AERFEBERORE -
BRAENBREBEREBER
RESREZLCMEERTR -
AEEMRERBHRRALS A
(N

Indicators? Unit FY2025 FY2024
FE1R2 By ZB-HEMFE _—T_OHF
Direct GHG emissions (Scope 1) tCOe 273.60 254.56
BEERERBH®R (HE—) MRS LIRE S

Energy indirect GHG emissions (Scope 2) tCOe 18,984.41 13,994.48
BEREERE R (FBE—) WS LIRE S

Other indirect GHG emissions (Scope 3) tCOe 107.09 79.80
Hih A EREBHR (HE=) MRS LIRE 2

Reductions of GHG emissions tCOe 1.31 Not applicable
SRS BRI BEE WE—SEALIRE S 3 A
Total GHG emissions tCOe 19,363.79 14,328.84
mERBEIEE WE— S LIRE S

Emission intensity tCO,e/production unit® 1.48 1.66
mE Wb IRE 8 EE B

missions data are presented in terms of carbon dioxide %F/‘Jﬁlﬁﬂﬁ?ﬁiiftfﬁﬁé

equivalent, and referenced to, including but not limited to, the
GHG Protocol: A Corporate Accounting and Reporting Standard
issued by the World Resources Institute and the World Business
Council for Sustainable Development, How to prepare an ESG
Report — Appendix 2: Reporting Guidance on Environmental KPIs
issued by HKEX, the global warming potential values from the Fifth
Assessment Report and the Sixth Assessment Report published
by the Intergovernmental Panel on Climate Change, the Notice
on the Management of Enterprise GHG Emissions Reporting of
Power Generation Industry for 2023-2025 issued by the Ministry
of Ecology and Environment of the PRC, and the ICAO carbon
emissions calculator.

3 As at 31 March 2025, the Group’s total production units were
approximately 13,079 units (FY 2024: approximately 8,613 units).
This data is also used for calculating other density metrics.

8275 Y2REFETRRER
ARARMEERAFEERTE
BEENENCAERBEERT
£ RESTERERE) B
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LEMZRGBMNCERRTMG
HED) R(ERRFERE) 2R
FHRERE - PEIAERRIRRHT
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Sewage Discharge

The Group’s wastewater discharge is primarily categorised
into domestic wastewater and factory production
water. In the area of factory water management, the
Group consistently upholds the concept of sustainable
development, actively implements water resource recycling
strategies, and is committed to achieving both efficient
water resource utilisation and environmental protection.

To ensure stable circulating water quality and meet
production requirements, the Group employs a water
quality monitoring system to conduct real-time, precise
monitoring of key indicators such as circulating water
concentration. By determining whether the circulating
water meets the criteria for continued use, the Company
ensures a stable and reliable water supply for production.
Typically, the circulating water is fully replaced every six
months to maintain optimal water quality and ensure that
the production process is not affected by fluctuations in
water quality.

To minimise the loss of water resources during the
circulation process, the Group is equipped with
specialised protective equipment, effectively reducing
water evaporation. When circulating water ultimately
reaches the disposal standard, the Group strictly adheres
to environmental protection regulations and treatment
procedures, integrating it with domestic wastewater into
a unified sewage treatment system. This mixture is then
conveyed through the municipal sewage pipeline network
to local sewage treatment plants for advanced processing.
As a result, the Group’s total water consumption is
equivalent to its wastewater discharge volume. The data
on the Group’s total water consumption will be explained
in the section headed “Water Consumption” under aspect
A2.

ANNUAL REPORT 2024-2025 #E%R&
PRECISION TSUGAMI (CHINA) CORPORATION LIMITED 3£ EfEZ#K (R E) GRAF

JSIKBEIL

NEBHFRATKEIED BEE
EKETRRAEERKMALE - £
TITRRAKERES - KEBBK
FEASERRIES  BERH#ET
KERBRFARE  BORE
BKERN S BF A EIRBRE

HIEE R o

RERERKRERE - MEE
ER¥  AfEBREKEENE
- HBERKNRESHERIER
ETRIR - BBEER - BIBE
AERKESEGEEERANIK
o HmeEERERBENFN
KIRRE - BEBRT @ BERK
BEEQETRZEE®R N
SaERKENERME - BRE
ERRIRKERBTE -

RBMDKREREBRBIEPRE
B AKREREGBETEXNHER
o BRBREKNERE - E16
RKRREDNRBERER - K
SEBRBRERRREREZER
2 BEEAEISK-ERAL
—HSKEEB R - EMHBITK
ERBIAEN T 5 KEIERETT
RERE - At AEEKERH
RBENRSKERE - A&E
KB RBRAEBIERNA2E
EH[KRETROBRE] — SRR -



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RIE HERERMSE

Waste Management BEYEE

The Group consistently upholds waste management AEBREBTEEMERR
principles, ensuring the proper handling and responsible Al IR EZEREBEYSEREE
disposal of all waste generated from business activities. XBERBMEENDLEEY -
Accordingly, the Group has established clear and Bl ANEEGTE TENM B AE
specific waste management guidelines to ensure precise WEZEMEIERES - HEEDE
identification and classification of waste, centralised TIREFZBNDE  SREHUR
storage, and unified disposal. In addition, designated G—EZE -BAF BEBEEEME
personnel are responsible for promptly managing waste ARKEBEREY  THEFKE
and maintaining environmental hygiene around collection MEBHIRERYE - KEBEMEA
bins. All waste management initiatives of the Group strictly BEEYEERESRKEREMEH
comply with relevant environmental laws and regulations. IRIRERER o

Hazardous Waste BEEEY

The Group has established the Hazardous Waste REBFIET(RBEEERRE)
Management Regulations. In accordance with these KEBEBRE FEESEEMAH
regulations, all hazardous waste is collected and processed EERBEEENREEREGR
by authorized agents with the necessary qualifications. WEHERE EEMNBEEYEHS
The quantity of disposed waste is meticulously recorded ML WEHABRRSHT
and carefully cross-checked with contractor reports to HZYE - MRERBEZEANR
ensure the process is thorough and appropriate. The o AEEERFZFHPIEKBRTE
Group requires all departments to collect and store waste We - RFEREY  WEHRTER
in accordance with the regulations, and to transport MAKBEEREEMELAZEME
hazardous waste to designated warehouses within the E - BIRZEERENINEGF
specified timeframe. Employees are strictly prohibited from BEEEZEY - EHETHEE
storing hazardous waste outside of these warehouses. BEEWEREBERAERREL
Only designated hazardous waste managers are authorised B HtbBE TAREFAITEEA
to handle storage operations; other employees are not Fre EEEFTEHRER
permitted to enter the storage area without authorisation. T BiEHBERRER . —B
Managers must regularly inspect storage containers to BIRBKF - VEARFHEDEKSE
prevent leaks. In the event of a leak, prompt measures BT o o TBARENE
must be taken to replace the storage container. RUMTHEEYEEEEENE
Furthermore, all containers must be clearly labelled with the % AEANEENEERESE
name and identification of the waste. Reactive hazardous BEREREASRY - SHFME
liquids must be stored separately in designated containers. AN BEEEENEXRTRFRE
Hazardous waste generated by each department must REFETERD  TESRER
be registered prior to being sent to storage facilities, and B o

records must be properly maintained.
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To further reduce environmental impact, the Group has
developed an energy-saving and waste minimisation
solution for waste liquid treatment. This solution enables
water-soluble waste liquid to first undergo oil and residue
removal, followed by low-temperature evaporation to
convert it into cooling water (recycled water). The recycled
water is then further purified to meet the standards
required for washing or process water within the factory.
Following the implementation of this solution, hazardous
waste output has been reduced, achieving significant
waste liquid minimisation while also lowering hazardous
waste treatment costs. Furthermore, the Group has
replaced disposable batteries used in equipment with
rechargeable batteries, effectively reducing the generation
of waste batteries.

During the Reporting Period, although the total volume of
hazardous wastes emissions increased significantly due
to business expansion, the emission intensity remained
almost unchanged compared to the FY2024. An overview

RE-—TREHSREOTE K
B FITE T 80 BE R B B R R R I
FRORTTER » %I RAIEKIB LR
REKBRMBRERERE - B
BAERBERBELRLABK(E
KD - BRRF R EE B EK
EITREF EHEFTHRA
TERRAKKEETERKIZE -
ZOTRERE  BEERWEH
ERL  BRTERRE R
PRI TEERERYEIEKA - 1t
Sh - REEAGREBER—RMKE
BHUERABUREEL - BRH
LPTBEREMNES -

RARERHE  B#RXHERR
EEZERVEENAERNIEE
meERREER —F N
FERIHERTE - AKEMEL

of hazardous wastes generated by the Group is as follows: WEEEEYHAMNT

Types of hazardous wastes Unit FY2025 Fy2024
BEEREYER B Z—E-HHME T NEE
Electronic wastes tonnes 0.13 0.09
BFEEY e

Mineral oil waste* tonnes 104.67 122.54
REREY) 15

Emulsion waste* tonnes 127.54 13.72
BEFL LR 45

Grinder mud waste tonnes 37.81 25.95
REE R Mg

Paint bucket waste tonnes 13.25 9.35
B AR AR e

Waste filter material tonnes 7.45 4.50
JEE 8 B MR A

Filter media waste tonnes 2.22 1.40
BB E A

Resin waste tonnes 0.61 0.63
[EE 181 Bg A

Waste paint residue tonnes 0.73 Not applicable
JEEgiEbz i 07 NiEA
Total hazardous wastes generated tonnes 294.41 178.18
EERREYELRES i

Intensity tonnes/production unit 0.02 0.02
BE W, A EEENL

4 In FY2025, the Environmental Protection Agency adjusted the 4 20258 - RIRBARTEMEMN

classification criteria for waste oil. Due to the higher water content
in waste oil at that time, it gradually reclassified the waste oil as
emulsion. This change in classification criteria altered the statistical
categories, leading to a significant increase in the statistical data
on emulsion production and a decrease in waste mineral oil.
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Non-hazardous Waste

The Group has established the PTC Regulations on
the Disposal of Recyclables, which clearly define the
procedures for managing non-hazardous waste. During the
Reporting Period, non-hazardous waste generated from
the Group’s business operations primarily consisted of
general waste, paper, plastic, food waste, and waste ash.
All discarded paper was recycled.

To minimise the environmental impact of non-hazardous
waste generated by business operations, the Group
has implemented a range of measures for handling
non-hazardous waste and introduced a series of waste
reduction initiatives. These measures include, but are not
limited to:

° Organise and maintain the waste classification
system and recycling containers, collecting
wastepaper, metals, food waste, and more;

° Display posters and clearly label the types of waste
or recyclable materials on the waste bins;

° Sort recyclable waste into the appropriate
containers;
° Educate employees on methods of waste

classification; and

° Assign administrative personnel to manage the
transportation of waste and recyclables for the
collection of garbage and recyclable materials.

Furthermore, the Group offers recommendations to
employees regarding cafeteria waste issues to raise
awareness of waste reduction. Surveillance cameras
have been installed in the cafeteria to monitor and reduce
the daily amount of food available for composting. If
employees are found to be wasting food, they will receive a
verbal warning for the first offense; repeated violations will
result in disciplinary action. The Group seeks to cultivate
environmental awareness among employees and to share
responsibility for the disposal of non-hazardous waste.

R HBERERBHRS
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Regarding office paper usage, the Group has implemented
a range of environmental protection measures in line with
the principle of minimising the negative impact of business
operations on the environment. To ensure the efficient
use of paper and provide convenience to both employees
and customers, the Group offers customers the option of
paperless billing and requires employees to give priority to
using recycled paper for printing. Furthermore, the Group
encourages employees to minimise paper consumption
and actively promotes electronic communication methods
for directories, forms, reports, and data storage. All used
paper, cartons, and envelopes, including non-confidential
documents, are recycled by the Group. In factories with
complex production processes, the Group equips each
machine with a tablet, enabling inspection checklists to
be managed in a paperless format. Information such as
working hours and process details can be displayed on the
tablet, which not only enhances operational efficiency but
also further reduces paper consumption, in line with the
Group’s environmental philosophy.

During the Reporting Period, although the total volume of
non-hazardous waste emissions has substantially increased
due to business expansion, the emission intensity only
witnessed an 8% rise compared to the FY2024. The

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
R HBRERMSE
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RREH - RERERSISN
A RANKAREIREFRHEE
M AEBAREFRHEMKILIE
BEREE WERKBIELAEA
BARKETITE o fboh - XEHE
SZBHEIRZERIERER &
2 - K& BREREHBEES
FEEEETETRBRAAS
X HREFRABHAKR - HKHE
RiEH - BIEMAEEET X
AEEBYEETREBNA - &
SEIFERNTIERT  A5E
EEAMRLREBETIREN &
R REAEREEN - TR
IFEEEHAEFREK L2
WBRRAT IERE - XE—
BRI THERBERE  ZEAEER
HIRIRIR S o

RARENHE  B#ERXBHERR
EEZEZVEENAE NIEE
me ERREERZ T M
FIEERE% - AEBMAELNE

following provides an overview of the non-hazardous waste EREZYBMAT
generated by the Group:
Types of non-hazardous wastes Unit FY2025 FY2024
BEEREYESR B ZZB-HBFE —ZT_NHF
General wastes tonnes 69.00 27.00
—RRBIIR r}
Paper tonnes 17.74 15.42
R L7
Plastic tonnes 62.00 53.63
B U
Waste ash tonnes 3,391.80 2,045.59
REIR Mg
Total non-hazardous wastes generated tonnes 3,540.54 2,141.64
BEEREVMELRS Mg
Intensity tonnes/production unit 0.27 0.25
=R W HEEEEAL
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Use of Resources

The Group is committed to actively promoting the efficient
use of resources, promptly monitoring the potential
environmental impacts of its business operations and
vigorously advancing green office and operational practices
to minimise the environmental impact of its activities.
The Group’s employees embrace a strong environmental
philosophy and voluntarily conserve resources, such as
electricity, petrol, diesel, and water. Furthermore, the
Group has established relevant policies and systems to
manage resource utilisation throughout its operations more
efficiently.

Energy Consumption

The Group actively practices the principles of energy
conservation and emission reduction and has established
clear Administration of Energy and Resources to control
and reduce unnecessary energy consumption, ensuring the
efficient utilisation of resources.

Conserving the Use of Metal Castings

In our pursuit of both manufacturing excellence and our
environmental philosophy, the Group actively implements
a series of innovative strategies to optimise the efficiency
of metal casting utilisation. We make extensive use
of advanced precision analysis software to conduct
multi-dimensional professional analysis of the core
components of our machine tools, striving for an optimal
design balance among key factors such as weight,
strength, rigidity, and heat transfer performance. This
initiative has not only achieved a substantial reduction
in consumable usage, but has also enhanced the
overall rigidity of the machine tool while streamlining the
manufacturing process, resulting in dual optimisation of
manufacturing convenience and performance.
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Compared with the traditional design mode, the current
standard design approach for high-precision machine
tools adopted by the Group has demonstrated remarkable
effectiveness. This design approach not only effectively
reduces the consumption of casting materials but also
drives a significant increase in production output. During
the Reporting Period, production output has increased
significantly, while the consumption of casting materials
per unit of product has dropped notably. This strongly
demonstrates the dual outstanding effectiveness of the
new design approach in enhancing production efficiency
and controlling costs. This measure not only effectively
alleviates resource pressures, but also significantly
reduces energy consumption during both the casting
and subsequent processing stages, aligning with the
global trend towards green manufacturing. In the actual
production process at the factory, the Group has
further implemented intelligent upgrading strategies.
By comprehensively deploying robotic arm automation
systems, we have replaced manual assembly with
high-precision mechanical operations, thereby reducing
errors caused by human factors at the source. This ensures
that every process strictly adheres to design standards
and enhances the consistency of finished product quality.
Meanwhile, in material processing, we have thoroughly
optimised key procedures such as blanking and bending by
adopting advanced CNC blanking technology and precision
bending moulds, which minimises scrap generation and
maximises material utilization. This series of technological
innovations has significantly enhanced material utilisation
for the Group while safeguarding product performance,
thereby providing robust technical support for sustainable
development objectives.

Power Saving

The Group incorporates innovative energy-saving
features across all equipment models to uphold its
commitment to sustainable development. This feature
enables production machines to automatically stop the
oil cooler, chip conveyor, oil pump, and other electric
motors three minutes after entering standby mode upon
completion of processing. Additionally, if the machine
operates automatically without human intervention for 10
minutes, the internal lighting and NC screen display will be
automatically turned off to further enhance energy-saving
capabilities.
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In addition to the vehicle and equipment energy
management measures mentioned in the section headed
“Exhaust Gas Emissions” under aspect A1, the Group has
also developed well-defined management measures for
office appliances. These measures include, but are not
limited to:

o Switch off all electrical equipment after working
hours;
° Maximise the use of natural light to reduce reliance

on lighting equipment whenever possible;

° All machines and computers within the factory are
set to power-saving mode: if machines are not
in use and no activity is detected on computers
within 20 minutes, all machines and monitors will be
turned off;

° The air conditioning temperature is set to an energy-
efficient range of 24 to 26T;

° Factory machines, computer equipment, servers,
and monitors are continuously upgraded to more
energy-efficient models;

o Lighting at all operational sites is being replaced
with LED lights, with priority given to the use of
controllable switches in areas such as corridors and
passageways;

° By optimising the processing technology of
production equipment, shortening processing times,
and reducing electricity consumption; and

° Energy-saving upgrades were implemented for
equipment such as power equipment, transformers,
and electric motors in the foundry workshop to
reduce their energy consumption.

R HBERERBHRS
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Factory Equipment Energy-saving Case Study TR 5 EnsE )
During the Reporting Period, the factory achieved effective RARERHE - ITHEREES
control of equipment energy consumption by implementing MR HBER  EBLREMIE
refined equipment management, optimising processing Frit HEER B AARNE  BRT
sequences, and advancing equipment upgrades and REERNBEREE  ENEE
modifications, resulting in significant electricity savings. KBS EHIKK

M Series Turret Machine G300 Grinding Machine
Electricity savings: 33.40 kWh Electricity savings: 30.80 kWh
MH&EY 7] S5 # G300 E K
BHEE33.40TE /B HEEE30.80 TR B

REBRTUKEHRRE  AEETE
TEPREIRHURRHUEE
REGBRRREETANEHN
2 RS B TAVETRERBRE A o

To achieve sustainable development, the Group also
periodically provides employees with environmental
protection education and training, as well as promotes
practical advice on environmentally-friendly lifestyles to
enhance employees’ awareness of energy conservation
and carbon reduction.
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An overview of the Group’s energy consumption
performance is as follows:

AEBRERBRRER AT

Types of Energy® Unit FY2025 FY2024
CENRERSN Bz ZBZHMFE _—ZT_NUMF
Direct Energy Consumption MWh 1,058.15 978.70
BEIRBER KL

— Petrol MWh 407.77 462.27
— Jo FLBS

— Diesel MWh 650.38 516.43
— S Yo FLBS

Indirect Energy Consumption MWh 33,798.12 24,538.80
M EIREFE JEELBF

— Purchased electricity MWh 33,798.12 24,538.80
—SMEE N KL

Total energy consumption MWh 34,856.27 25,517.50
BEREFEAER KL BB

Intensity MWh/production unit 2.67 2.96
BE

5 The calculation of unit conversion refers to the Energy Statistics BABER2ZERERBEMHOCERST FM) -

Manual issued by the International Energy Agency.
Water Consumption

The Group’s primary sources of water usage include
production processes, restroom flushing, washing, and
canteen operations. Given the geographical locations of the
Group’s various operating sites, water is mainly supplied
by municipal pipeline networks; therefore, there are no
issues in securing suitable water sources.

We are committed to enhancing water conservation
awareness among all employees and customers,
encouraging the development of conscientious
water-saving habits. The Group has implemented the
following measures:

° Always ensure that faucets are tightly closed to
prevent dripping;

° Utilise dual-flush toilets to promote water
conservation;

° Implement effective water-saving production
methods and tools;

kB HFE
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o Employ multiple digital printing machines to avoid
chemical wastewater pollution associated with offset
printing processes;

° Conduct regular inspections of drainage systems in
restrooms and pantries, and promptly identify and
repair any leaks;

° Regularly inspect and promptly repair hoses and
pipes that are leaking, cracked, or otherwise
damaged; and

o Prioritise the purchase of products that effectively
conserve water.

During the Reporting Period, although the total volume of
water consumption increased significantly due to business
expansion, the emission intensity decreased by 4%
compared to the FY2024, thanks to the Group’s effective
water-saving measures. An overview of the Group’s water
consumption performance is as follows:
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Unit FY2025 FY2024
Bfy ZBZHMF _"—T_HHMF
Total water consumption m? 69,317.00 47,388.00
KEREFEE SR
Intensity m?3/production unit 5.30 5.50
wE SNFR S EEEN
Use of Packaging Materials BRI EEFE

The Group is committed to environmental protection and
regularly communicates with its customers to minimise
the use of packaging materials. In the product packaging
and transportation process, the Group has innovatively
introduced customised iron racks as packaging and
transportation carriers. This customised iron rack is
ingeniously designed and structurally robust, providing
reliable safety protection for products while effectively
replacing certain traditional packaging materials, thereby
reducing packaging material consumption at the source.
Meanwhile, the Group actively promotes the reuse of
packaging cartons and other packaging materials. By
establishing comprehensive processes for recycling,
inspection, and reuse, the Group ensures that packaging
materials can be safely and hygienically reused multiple
times, significantly enhancing resource utilization efficiency.
Given the characteristics of the Group’s business
segments, the primary packaging materials currently in use
are plastic and paper.
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During the Reporting Period, the Group’s total packaging
material consumption intensity decreased by approximately
30% compared to FY2024. An overview of the packaging

RARERHE  ~EENREM
FERAEZER _T N
A #IB0% o A B 5 FTA

materials used in the Group’s finished products is as RBEME T

follows:

Types of Packaging Materials Unit FY2025 FY2024
BEMEIER B ZEB-HHBE —ZE-NBMEF
Plastic tonnes 34.40 35.44
BH A

Paper tonnes 19.50 15.03
AR A

Total Packaging Materials Consumption tonnes 53.90 50.47
BEMEERRASE i

Intensity tonnes/production unit 0.004 0.006
mE WE AEEEEAL

Environment and Natural Resources A3. RERXAER

The Group is dedicated to achieving best practices
in environmental management and places significant
emphasis on the impact of its business operations on
the environment and natural resources. Apart from the
environmental impact disclosed in the aforementioned
sections, the Group’s business does not have any other
significant negative impact on the environment. The
Group strictly adheres to environmental regulations and
international standards, and actively and appropriately
protects the natural environment. At the same time,
the Group has implemented a series of measures and
supporting policies to minimise the environmental impact
of its business operations to the greatest extent possible.
Furthermore, the Group places great emphasis on
environmental education for all employees, enhancing their
environmental awareness through diversified training and
promotional activities, so that they can actively practice
the Group’s environmental philosophy both at work and in
daily life.
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A4.

Environmental Risk Management

The policies and measures established by the Group
for environmental performance management have been
outlined under aspects A1 and A2. Building on this
foundation, and to further enhance the protection of the
environment and natural resources, the Group has also
implemented the following more targeted measures:

° Identify the main components and objectives of
each project;

° Establish an environmental management team to
oversee resource consumption;

° Assess whether resource consumption complies
with relevant standards;

o Develop environmental protection plans, estimating
the amounts and percentages directed toward the
objectives; and

o Summarise the environmental impact, implement
measures to control total emissions, and pursue
continuous improvement.

Climate Change

In response to increasingly severe climate challenges, the
Group fully recognises their significant impact on business
development. We are committed to deeply integrating
the concept of carbon neutrality into product innovation
and strategic decision-making. By effectively managing
the physical risks and transformation risk associated with
climate change, we develop tailored strategies that align
with industry characteristics and continuously enhance the
Company’s overall capacity to address climate change.
To ensure comprehensive identification and effective
management of climate-related risks and opportunities,
we rigorously adhere to the Task Force on Climate-related
Financial Disclosures framework and the new climate
disclosure regulations of the HKEX, systematically
disclosing the progress of our climate initiatives.
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Climate Risk Management

We have identified a total of two physical risks and four
transformation risks and have assessed their financial
impacts on the Company across three-time horizons:
short-term (within three years), medium-term (three to six
years), and long-term (over six years). During the Reporting
Period, we have further optimised our measures for
addressing climate-related risks to enhance the Company’s
resilience to extreme weather events and long-term climate
change. The table below outlines the climate-related risks
and opportunities faced by the Group, as well as the
actions taken during the Reporting Period.
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of Company buildings
and equipment,
extend employee
commuting times,
and impact employee
safety and the normal
operation of the
business.
BimRREM (WE
-SSR E )
B Z YN
BEKRHEZE I
REIRYER ¥
BINZ2REEH
[FREEEN— M

B/ 45
RWE°

|

Potential Impact
Risk Category Risk Description Impact Period Our Actions
B ER NS BERE FERY BMWITH
Physical Acute The frequent Increase in Short-term e Purchase insurance for
Risks 2 occurrence of extreme | operating costs. 52 H employees and business
ERER weather events (such | Decrease in assets.
as typhoons, heavy revenue. o AREBIREBEEEER
rainfall, floods, etc.) BENAEM R e
may affect the safety | AR

e Develop relevant policies
and response measures
to minimise or avoid
losses when extreme
weather events impact
the operating site.

o HIEHBBEREHE
i EERARTEEE
BRHS SRR

e Regularly inspect the
effectiveness of drainage
facilities and closely
monitor government
emergency notifications
to prevent workplace
casualties or property
loss caused by extreme
weather events.

o THRBHKRENFR
- WERTEIBNER
A BrIEER ARSI %
MIESMETRMER
% o
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Potential Impact
Risk Category Risk Description Impact Period Our Actions
B B st BrENE EZ 1530 EMOTH
Chronic Persistent high Increase in Long-term e Conduct regular
Bt temperatures resulting | operating costs. R emergency evacuation
from global warming Decrease in and medical rescue
may increase the revenue. training to prepare for
energy consumption | BB AL AN sudden extreme weather
of the Company’s LON:7s events.
cooling equipment o THENTEZESMAMREE
and elevate the risk e - AR RE R
of heatstroke for IWAREM -
employees working
outdoors. e |dentify and prioritize
SHEREHMBE risks with significant
SRRRAEER impact and implement
BEEG T timely preventive
m- REsHeEnF measures.
WNIEETIHNHEZER o BRATEBEZEERABERE
B o FENRR - RIERRE
BrtEi o
e Assess the potential for
transforming the business
model to reduce or avoid
significant impacts on
business operations.
o HRRKEEKEAMNL
o RS SR EBE
BNREYE -
Transition Policy and The ongoing Increase in Short - to e Regularly monitor the
Risks regulatory introduction and compliance costs medium-term development trends of
BRE R risks strengthening of BN BEREH laws and regulations
Bk FOE#R | climate change- to ensure compliant
% related policies, both operations.
domestically and o TEHERZFEAMER
internationally, may B BREFLE -
require the Company
to incur additional
costs to ensure
compliance.
B Ao IR LA
FATR 60 B SE A
BRIt AIREERAR
BRAE SRR A R
BREH o
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Potential Impact
Risk Category Risk Description Impact Period Our Actions
BB R B st BENE EZ 1530 EMOTH
Technical Transitioning to a Increase in R&D Medium to long *  Driven by technological
risks low-carbon economy | costs. term innovation, we focus on
R typically requires Increase in HERH energy conservation,
substantial investment | operating costs. consumption reduction,
in research and T3 A3 0 and advancements in
development to create | &R AL mechanical processes,

new technologies and
innovative solutions.
The Group’s efforts
in technology
development and
investment may

not produce the
anticipated results,
necessitating

the allocation of
significant resources
to R&D, with a focus
on precision machine
tool manufacturing
or other low-carbon
propulsion systems.
ERE Bl RES
ERWEFEETA
BRE  NFAEMR
MAMEIFBARE -
REEERMRER
REFENE ]
BT EELEANG
R RMFEAME
IESEREER
EINRERARE
SE MR TR R o

promoting continuous
technological iteration
and improvements in
energy efficiency.
B Rtz sl E -
REHEERERRTE
ENEE - #BRMRE
EEEBIR -
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green transformation
continue to evolve,
the Group’s current
green machine

tool products and
supporting solutions
face challenges in
meeting clients’
needs for reduced
energy consumption
and upgraded
environmentally-
friendly processes.
M5 LRE &8
f IS R e -
EPBEBRERS
& SERARER
FERERESR
BURSRPRER
- ARERIZR

Potential Impact
Risk Category Risk Description Impact Period Our Actions
BB ER BB BrEYE 2353 1 BANTE
Market risk. Frequent market Increase in Short - to e Develop green machine
mERR fluctuations have marketing medium-term tool products to meet
heightened the expenses. RERH consumer demand.
Group’s exposure Decrease in o REREHKRER RE
to market risk. revenue. HEBEEN -
As customer EHE RN
requirements for W AR D *  Enhance market research

and promptly adjust sales
strategies, particularly in
international markets.
MeRTIHRN - RERE
HERE - FHIRERR
i o
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Potential Impact
Risk Category Risk Description Impact Period Our Actions
[0 Ny BEYE SERH BT

Reputational Failure by the Group Damage to brand Medium to long e Strengthen corporate

risk. to meet environmental | image may result in | term social responsibility and

BERER standards or social customer attrition RERH enhance brand image.
responsibility RIEY & X Bk o EGEMEERME - R
expectations may BYRPRA miE%
result in public
criticism and e Establish a transparent
damage to the communication
Company’s brand mechanism to promptly
image, particularly in address public concerns,
international markets. particularly regarding
AEBREEIRE environmental and
SRFHBERAHE social responsibility
ARER AR performance.
BEDRINMER o BUBHMEAKL K
% BRHREBRT BRARTETHORE
Bl FRRERGAHGER

FHENRR -
Opportunities #iE

In recent years, major global economies have placed
increasing emphasis on climate change issues,
successively formulating and implementing a series of
response strategies and policy measures. Against this
backdrop, the sustainable and green finance market has
flourished. The Group fully recognises this opportunity and
actively invests in green and energy-saving environmental
protection initiatives, advancing the practice of sustainable

finance.

MER - 2RETZEHEBYR
FEEMENERREEEAR
12 RS ELELT —RIE
HRBEERRER EEGKNE
ST IFENGECRM5E
DER - -AEERXD BB EM
B BRREGEREERR
FIHE - HPHAURFESROER -
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B1.

Employment

The Group regards talent as a core strategic resource
for achieving sustainable development and is committed
to a lawful and compliant approach to human resource
management. In key areas such as compensation and
benefits systems, recruitment and hiring processes,
promotion and dismissal mechanisms, as well as working
hours and leave arrangements, we have established
a comprehensive compliance management system.
Regarding equal employment opportunity guarantees,
diversified employment policies, and anti-discrimination
regulations, the Group consistently upholds the principles
of fairness and impartiality. The Group strictly enforces the
following laws and regulations, including but not limited to:

— Labour Law of the People’s Republic of China

— Labour Contract Law of the People’s R