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CHAIRMAN’S STATEMENT

Dear Shareholders,

On behalf of the board of directors (the “Board”) of Hilong Holding Limited (“Hilong™, “we”, “us”, “our” or the
“Company”), | hereby present the annual report of the Company and its subsidiaries (the “Group”) for the year ended
31 December 2024 (the “reporting period™) to our shareholders.

RESULTS

In 2024, the oil price showed a downward trend compared with last year, but it remained at a medium to high position.
International and geographical factors such as supply shortage and economic recovery supported the oil price. The
production adjustments on the supply side promoted the international oil price to remain above the medium position,
while the recovery of economic growth on the demand side drove capital expenditure. The recovery of demand for
aviation and gasoline consumption was the main driving force for the growth of oil consumption. At the same time,
China gradually deepened and upgraded its cooperation with the Middle East and Central Asia regions covering from oil
and gas trade to resource development and to technical cooperation. High-level summits such as the China-Central Asia
Summit have also brought great opportunities to oil industry enterprises. Hilong adhered to the strategy of scientific and
technological innovation, intelligent and high-quality development, and has achieved good results in key countries and
regions such as the United States, Canada and the Middle East. The Group also strengthened its cash flow management
by implementing active financial measures, such as strengthening accounts receivable management and inventory
management measures, to enhance the overall operating efficiency, securing a relatively stable cash flow in 2024. In
2024, Hilong actively expanded both international and domestic markets and adopted a scientific management approach
within the Group. While intensifying its efforts in market development, the Company attached importance to scientific
development and technological innovation, and has been gradually developing into an asset-light, digital and high-
tech intelligent enterprise. Business units of the Group were having a full workload. The three segments, namely oilfield
equipment manufacturing and services, oilfield services and offshore engineering services, achieved important orders of
high-end customers in a number of new and old markets, establishing a solid foundation for the long-term development
of the Group. Hilong remained its stable and efficient scientific operation in 2024. During the reporting period, Hilong
recorded a total revenue of RMB4,668.3 million, representing an increase of 9.8% compared with 2023. The digital and
intelligent transformation of Hilong has achieved remarkable results, further empowering the development and growth of
its products and businesses.

YEAR UNDER REVIEW

During the reporting period, the revenue of the oilfield equipment manufacturing and services segment was RMB2,124.7
million, representing a decrease of 18.7% compared with 2023. In 2024, demand in major drilling tool markets such as
the U.S. and Canada declined slightly, and Hilong remained ahead of the competition in the market. The sales volume of
various drilling tool products basically remained stable, and the orders on hand for various drilling tool products such as
drill pipes and heavy weight drill pipes were basically stable. In 2024, Hilong constantly developed advanced technology
and optimised its production processes. Hilong has overcome many scientific research difficulties and continued
to improve the quality of products and services. Its product performance and the quality of services have reached
or surpassed the level of its international competitors. The oilfield equipment manufacturing and services segment
contributed the most to the Group’s revenue and achieved business breakthroughs in markets such as the United States,
Canada, the Middle East and Southeast Asia. Hilong explored major customers such as Precision Drilling and has become
the major drilling tool supplier to high-end customers such as PD, SAVANA and Ensign. Hilong’s sour service drilling tool
with special buckles and the full promotion of HLNST special buckles achieved good sales performance in markets of the
United States and Canada. The achievements made in the advance layout and planning of the North American market
indicated that the comprehensive strengths of the Group’s high-tech and high-end drilling tools has been recognised
by international high-end customers. In the Middle East market, we have passed the drilling tool certification in respect
of Saudi Aramco and KOC deep well drilling rigs, laying the foundation for entering the high-end market in the Middle
East. In the Middle East, Hilong has also made market and business breakthroughs, and all the user orders with high-end
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CHAIRMAN’S STATEMENT

customers such as KCA and EDC have been secured. During the reporting period, Hilong signed a series of contracts with
major customers and high-end customers in China in respect of the supply of drilling tools and bottomhole assembly,
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In 2024, the offshore engineering services segment recorded a total revenue of RMB963.8 million, representing a
105.9% increase from 2023. Hilong Offshore Engineering has been making great to develop into a specialized offshore
engineering company with EPCIC integrated turnkey capacity, forming a business capability of the whole industry chain.
The digital intelligent system connecting with the Group has gone live and the Intelligent Control Technology Center had
a record high number of projects, which effectively supported the two business lines of market development and project
execution, resulting in a significant increase in workload as compared to last year, which will have great development
potential in the future. For instance, the land construction and commissioning of our EPC project in Congo have all
been completed, and the Chevron project in Thailand has also been progressing smoothly. In addition, we also signed
transportation and installation contracts with world-renowned offshore oil companies for the first time, expanded our
business to the whole process of offshore engineering industry ecology and transformed into a technology company that
can undertake multiple projects. At the same time, Hilong Offshore Engineering was having a number of projects in the
process of project bidding, representing an increasing recognition and satisfaction towards Hilong Offshore Engineering
from customers. Hilong attaches great importance to high-tech research and development, and has applied for the
qualification as an annual technology-based enterprise. 2024 was a year of great significance in the development of
Hilong Offshore Engineering, with remarkable progress in infrastructure management, operational capability and business
development, further improving the international and domestic project management capabilities and overseas project
design and construction capabilities, accumulating experience of the information-based systematic management means
and technology services, and laying a solid foundation for the development route of light assets and integrated turnkey
capabilities.

OUTLOOK

Looking forward to 2025, despite the unfavorable factors of trade protectionism and tariff war, the overall economic
recovery will drive the growth of oil consumption, the pattern of tight crude oil supply may continue, and the international
oil price may fluctuate slightly in the middle range. Benefiting from the breakthrough of upstream exploration and
development and the expansion of downstream refining and chemical capacity, we are expected to obtain more orders
from owners of oil companies in overseas countries. We are optimistic about the medium and long-term business
development in the Middle East, Southeast Asia and South America, which will bring us great opportunities in the market
and the promising future prospects of our projects can be expected.

In terms of the international drill pipe market, the Company will continue to promote high value-added products of
drilling tools which meet the differentiated needs of high-end customers, combine market development with product
development more deeply, introduce more interdisciplinary talents and professional talents, and intensify efforts to
promote the automation, digitalization, intelligent transformation and new technology research and development of drill
pipe production line equipment; We will deeply develop the high-end demand in the Middle East, the United States and
Canada, and further enhance the market reputation of Hilong drilling tools. The research, development and promotion
of products such as large-scale thick-walled HLU165 super high-strength drill pipes, high pressure-resistant special buckle
for offshore riser, HLNST special buckles, HL130S and HL135MS high strength sour service drill pipes, drill pipes with
eco-friendly screws, hardbanding drill pipes, special alloy drill pipes, drill pipes with radio frequency identification tags
and intelligent drill pipes as well as automatic transformation of production line, information construction of production
management system, heat treatment technology of drill pipes, and thickening and identification inspection technology
will be intensified. In the domestic drill pipe market, Hilong will actively follow up the existing business opportunities
and vigorously develop differentiated markets to provide customers with high-end drill pipe products that meet their
differentiated needs.
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Regarding the oil services business, Hilong will adhere to scientific and technological innovation, light assets and digital
management transformation, break through the bottleneck of traditional business development, and demonstrate strong
technical and management capabilities. We will actively explore foreign markets, and strive to enter into new businesses
and new contracts in new and old markets such as Nigeria, Ecuador, Brazil and Kuwait. On the basis of drilling and
workover business, we will actively develop various types of services including drilling turnkey, oilfield environmental
protection, nanofluids production enhancement, drilling tool repair, trade services, etc., and provide more diversified and
characteristic services on the basis of traditional drilling and workover services. We will make every effort to improve our
technical ability and scientific research level, and build the core competitiveness of Hilong Oil Service. We will stabilize
the existing drilling and workover rig equipment business, maintain a high level of utilization rate of its drilling rigs, and
continue to adjust its business layout. We will continue to establish a turnkey drilling technical team to improve the
technical level of turnkey drilling, shorten the drilling and well completion cycle, so as to achieve a high profit level. We
will give full play to its existing business platform, continue to carry out business such as trade and oilfield environmental
protection to create new profits. We will make use of the Company’s market development and management capabilities,
strive to identify social resources, reduce business risks, and amplify the platform effect and economies of scale. On the
basis of consolidating the existing business, the Company will actively expand the directional well and horizontal well
technical service capability of the RSS rotary steering system. At the same time, the Company will vigorously carry out
domestic MPD technical services and develop overseas MPD service markets. Taking nanotechnology used in production
enhancement as a breakthrough point, we will actively explore the sales of drilling and workover rig equipment and spare
parts, and tubing and casing trading business, so as to enhance the linkage and synergy among various businesses and
maximize profits!

In offshore engineering services, we will speed up the layout and construction in Southeast Asia and West Africa,
and focus on strengthening the formation of digital delivery and management capability of offshore engineering by
leveraging our offshore engineering experience. We will make efforts in contracting and implementing projects such
as engineering commissioning, digital and intelligence in the international market. We will focus on in-depth research
on key directions such as pipeline laying, jacket installation and dismantling, block floating, and a digital management
system for commissioning and completion. On the basis of stable installation and submerged pipeline laying business, we
will actively transform scientific and technological achievements and establish the Company’s long-term technical reserve
by increasing the introduction of talents. We will provide light asset-input and high-yield products and services. We
will adhere to the route of innovative R&D and international development, and constantly improve our turnkey project
integrated service ability. We will excavate technical hotspots, track the latest technological frontiers, and improve the
comprehensive technical capabilities of the Company’s offshore engineering. We will strengthen market development and
construction, expand key projects in key areas of the market and improve profitability. We will adhere to the guidance
of talents and technology, strengthen the technical service ability and risk management and control ability of our core
businesses, and continuously improve the service quality and service ability of Hilong Offshore Engineering in domestic
and foreign markets.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to extend my sincere gratitude to our shareholders,
management team and staff. The Group’s past achievements are all due to their efforts and contributions, and future
development requires their efforts to continuously enhance the Company’s leading position in domestic and foreign
markets.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW
Revenue
The following table sets forth our revenue by business segment for the years indicated:

Con,in ing ope;eilons

Year ended 31 December

2024 2023

RMB’000 % RMB’000 %

Oilfield equipment manufacturing and services
— Dirill pipes 1,995,105 42.7 2,317,689 54.5
— Oil country tubular goods (“OCTG”) coating services - - 111,606 2.6
— Drill pipe components 9,601 0.2 70,708 1.7
— Hardbanding - - 7,052 0.2
— Others 119,994 2.7 107,366 25
Subtotal 2,124,700 45.6 2,614,421 61.5
Oilfield services 1,579,862 33.8 1,168,928 27.5
Offshore engineering services 963,770 20.6 468,182 11.0
Total revenue 4,668,332 100.0 4,251,531 100.0

Revenue increased by RMB416.8 million, or 9.8%, from RMB4,251.5 million in 2023 to RMB4,668.3 million in 2024. Such
increase was mainly due to the increase in revenue from the oilfield services and offshore engineering services segment.

4 4
Oilfield eq ipmen, man fac, #ng and esice . Revenue from the oilfield equipment manufacturing and services

segment decreased by RMB489.7 million, or 18.7%, from RMB2,614.4 million in 2023 to RMB2,124.7 million in 2024.
Such decrease primarily reflected the decrease in revenue derived from sales of drill pipes.
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MANAGEMENT DISCUSSION AND ANALYSIS

The following table sets forth the revenue analysis of the drill pipe sales for the years indicated:

Year ended 31 December

2024 2023

Sales of drill pipes
— International market

— volume (tonnes) 63,851 64,004
— unit price (RMB/tonne) 28,620 30,734
Subtotal (RMB’000) 1,827,419 1,967,086

— The PRC market

— volume (tonnes) 8,115 16,651
— unit price (RMB/tonne) 20,663 21,056
Subtotal (RMB’000) 167,686 350,603
Total (RMB’000) 1,995,105 2,317,689

Revenue from sales of drill pipes in the international market decreased by RMB139.7 million, or 7.1%, from RMB1,967.1
million in 2023 to RMB1,827.4 million in 2024. The decrease primarily reflected a decrease of 6.9% in the average selling
price of drill pipes sold from RMB30,734 in 2023 to RMB28,620 in 2024. Such decrease in the average selling price
primarily reflected more intense market competition in the Middle East market.

Revenue from sales of drill pipes in the PRC market decreased by RMB182.9 million, or 52.2%, from RMB350.6 million in
2023 to RMB167.7 million in 2024. The decrease primarily reflected a decrease of 51.3% in the volume of drill pipes sold
from 16,651 tonnes in 2023 to 8,115 tonnes in 2024. Such decrease in the sales volume primarily reflected the decreased
demands from domestic markets.

Oilfield esice . Revenue from the oilfield services segment increased by RMB411.0 million, or 35.2%, from
RMB1,168.9 million in 2023 to RMB1,579.9 million in 2024. Such increase primarily reflected the increase in revenue
from tubing and casing trading business and the recovery of the utilization rate of drilling rigs in 2024 as compared to
2023.

Off hose-enginee dng se,—-ice . Revenue from the offshore engineering service segment increased by RMB495.6

million, or 105.9%, from RMB468.2 million in 2023 to RMB963.8 million in 2024. The increase primarily reflected the
increase in revenue from the subsea pipeline laying project and offshore drilling platform construction project.
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MANAGEMENT DISCUSSION AND ANALYSIS

Cost of sales and provision of services
Cost of sales/services increased by RMB210.5 million, or 6.3%, from RMB3,336.1 million in 2023 to RMB3,546.6 million
in 2024.

Gross Profit and Gross Profit Margin
As a result of the foregoing, gross profit increased by RMB206.3 million, or 22.5%, from RMB915.5 million in 2023 to
RMB1,121.8 million in 2024. Gross profit margin was 24.0% in 2024, increased by 2.5% from that in 2023.

Selling and Marketing Expenses
Selling and marketing expenses increased by RMB18.6 million, or 25.0%, from RMB74.3 million in 2023 to RMB92.9
million in 2024. These expenses, amounting to 2.0% of revenue in 2024, were higher than 1.7% in 2023.

Administrative Expenses
Administrative expenses increased by RMB99.9 million, or 22.1%, from RMB451.2 million in 2023 to RMB551.1 million in
2024. Such increase primarily reflected the increase in staff costs and corporate overheads.

Other (Losses)/Gains — Net

The Group recognized net loss of RMB68.1 million in 2024 and net gain of RMB62.2 million in 2023. The net loss
recognized in 2024 primarily reflected the exchange loss of RMB40.9 million from the operating activities as a result of
the depreciation of the Nigerian Naira. The net gain recognized in 2023 reflected the exchange gain of RMB54.3 million
from the operating activities as a result of the appreciation of the United States Dollar (“USD”).

Finance Costs — Net

Finance costs — net increased by RMB98.2 million, or 62.3%, from RMB157.7 million in 2023 to RMB255.9 million in
2024. Such increase is primarily due to decrease in gains on repurchasing the Notes (zero in 2024 compared to RMB154.8
million gains on repurchasing the Notes in 2023), and was partly offset by the decrease of RMB23.2 million interest
expenses due to decline of the balance of borrowings and the decrease in net foreign exchange loss of RMB18.2 million
from the financing activities resulting from the appreciation of USD.

Profit before Income Tax
As a result of the foregoing, the Group recognized profit before income tax of RMB276.8 million in 2023 and profit
before income tax of RMB115.9 million in 2024.

Income Tax Expense

The Group recognized income tax expense of RMB81.1 million in 2023 and RMB85.8 million in 2024. Effective tax rate
was approximately 29.3% in 2023 and 74.0% in 2024, the increase of effective tax rate mainly reflected the unbalanced
distribution of profit among the Group’s subsidiaries and the increase of tax losses of subsidiaries not recognized.

Profit for the year attributable to equity owners of the Company

As a result of the foregoing, the Group recognized profit for the year attributable to equity owners of the Company of
RMB148.7 million in 2023 and profit for the year attributable to equity owners of the Company of RMB28.3 million in
2024.
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MANAGEMENT DISCUSSION AND ANALYSIS

Inventories

Inventories generally consist of raw materials, work-in-progress and finished goods, as well as packing materials and low
value consumables. The following table sets forth the inventory balances as of the dates indicated as well as the turnover
days of average inventory for the years indicated:

As at/for the year
ended 31 December

2024 2023

RMB’'000 RMB’000

Inventory 1,095,842 1,076,014
Turnover days of inventory (in days)® 112 128

@ Turnover days of inventory for a year equals average inventory divided by total cost of sales and then multiplied by 365 for each
of the years ended 31 December 2023 and 2024. Average inventory equals inventory balance at the beginning of the year plus
inventory balance at the end of the year, divided by two.

The decrease in turnover days of inventory from 128 days as at 31 December 2023 to 112 days as at 31 December 2024
primarily reflected (i) a decrease in inventory balance for the oilfield equipment manufacturing and services segment, and
(if) higher revenue derived from provision of services, which generally requires lesser consumption of inventory compared
to that from sales of goods.

Trade and Other Receivables
Trade and other receivables of RMB2,620.8 million (2023: RMB2,397.4 million) included gross trade receivable of
RMB2,054.5 million (2023: RMB1,883.4 million).

The following table sets forth an aging analysis of trade receivables from sales of products and provision of services to
third parties and related parties as at the dates indicated and turnover days of the gross trade receivables for the years
indicated:

As at/for the year
ended 31 December

2024 2023
RMB’'000 RMB’000
Trade receivables
— Within 90 days 1,307,989 1,422,475
— Over 90 days and within 180 days 374,921 203,426
— Over 180 days and within 360 days 61,613 72,602
— Over 360 days and within 720 days 157,615 106,670
— Over 720 days 152,397 78,199
2,054,535 1,883,372
Turnover days of trade receivables® 154 146

@ Turnover days of trade receivables for a year equals average trade receivables divided by revenue and then multiplied by 365
for each of the years ended 31 December 2023 and 2024. Average trade receivables equals balance of trade receivables at the
beginning of the year plus balance at the end of the year, divided by two.
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The increase in turnover days of trade receivables from 146 days as at 31 December 2023 to 154 days as at 31 December
2024 primarily reflected that the settlement for trade receivables due from certain oil and gas companies in the
international market was less active and slowed down in 2024.

Trade and Other Payables
Trade and other payables of RMB1,737.7 million (2023: RMB1,395.3 million) included trade payables of RMB1,261.0
million (2023: RMB991.6 million).

Trade payables represent payables due to third party suppliers and related parties. The following table sets forth an aging
analysis of trade payables due to third parties and related parties as at the dates indicated and turnover days of trade
payables for the years indicated:

As at/for the year
ended 31 December

2024 2023

RMB'000 RMB’000

Trade payables

— Within 90 days 785,331 798,906

— Over 90 days and within 180 days 322,212 109,989

— Over 180 days and within 360 days 32,818 47,701

— Over 360 days and within 720 days 116,201 12,715

— Over 720 days 4,467 22,303
1,261,029 991,614

Turnover days of trade payables® 116 88

@ Turnover days of trade payables for a year equals average trade payables divided by total cost of sales and then multiplied by 365
for each of the years ended 31 December 2023 and 2024. Average trade payables equals to balance of trade payables at the
beginning of the year plus balance at the end of the year, divided by two.

Liquidity and Financial Resources

As at 31 December 2024, the Group had total cash and cash equivalents amounting to RMB721.6 million (2023:
RMB840.4 million). The Group’s net borrowing as at 31 December 2024 was RMB1,964.9 million (2023: RMB2,023.5
million), being total borrowing of RMB2,686.5 million (2023: RMB2,863.9 million) less cash and cash equivalents of
RMB721.6 million (2023: RMB840.4 million). After taking into account the restricted cash of RMB44.7 million (2023:
RMB93.0 million), the Group’s net borrowing as at 31 December 2024 was RMB1,920.2 million (2023: RMB1,930.5
million), being total borrowing less cash and cash equivalents and restricted cash.

As at 31 December 2024, cash and cash equivalent were mainly denominated in RMB, USD and RUB.
The current ratio of the Group as at 31 December 2024 was 110.2% (2023: 117.0%), calculated on the basis of

current assets of RMB5,166.0 million (2023: RMB5,140.6 million) over current liabilities of RMB4,686.9 million (2023:
RMB4,394.9 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

Capital Expenditures
Capital expenditures were RMB360.7 million and RMB358.6 million in 2023 and 2024, respectively. The increase in
capital expenditures in 2024 was mainly due to the recovery of overseas business in the oilfield services segment.

Indebtedness
As at 31 December 2024, the outstanding indebtedness of RMB2,686.5 million was mainly denominated in USD and
RMB. The following table sets forth the breakdown of the indebtedness as at the dates indicated:

As at 31 December
2024 2023

RMB'000 RMB’000

Non-current

Bank borrowings 429 125,504
Less: Current portion of non-current borrowings
— secured (429) (6,068)
- 119,436
Current
Bank borrowings 409,368 485,648
Other borrowings 15,585 18,427
2024 Notes 2,261,082 2,234,333
Less: Current portion of non-current borrowings
- secured 429 6,068
2,686,464 2,744,476
2,686,464 2,863,912

As at 31 December 2024, bank borrowings of RMB2,645.8 million were obtained at a fixed rate (31 December 2023:
RMB2,693.4 million).

In 2018, Hilong Oil Service Co., Ltd. entered into a USD loan facility agreement amounted to USD36,000,000, which
was insured by China Export & Credit Insurance Corporation (“SINO SURE”, a national policy insurance institution),
and enjoyed a preferential interest rate. As at 31 December 2024, USD33,545,000 were drawn down, out of which
USD32,760,000 had been repaid in past years and 2024. The remaining principals will be fully repayable in 2025.
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MANAGEMENT DISCUSSION AND ANALYSIS

Reference is made to “Management Discussion and Analysis — Financial Review” of the Company’s 2021 annual report
and the announcement dated 18 November 2024 in relation to the Company’s 9.75% senior secured notes (Reg S:
ISIN Number: XS2344083139; Common Code: 234408313; Rule 144A: ISIN Number: XS2344082917; Common Code:
234408291; IAI: ISIN Number: XS2344083303; Common Code: 234408330) (the “2024 Notes’). The Company issued
the 2024 Notes on 18 May 2021, and, in connection with the 2024 Notes, the Company pledged certain drilling rigs as
securities. On 20 May 2021, the Company announced that the 2024 Notes had been listed on the Singapore Exchange
Securities Trading Limited. Pursuant to the terms of the 2024 Notes, all outstanding principal amount on the Notes
together with the accrued and unpaid interest thereon are due and payable on the maturity date of 18 November 2024 (the
2024 Notes Maturity Date”). The outstanding principal amount of USD314,546,000 on the 2024 Notes together with
the accrued and unpaid interest thereon were not settled on the 2024 Notes Maturity Date, which constituted an event
of default under the 2024 Notes. See “Other significant events” in this annual report for details.

Gearing Ratio

The Group’s objectives in capital management are to maintain the Group’s ability to operate as a going concern in order
to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to
reduce the cost of capital.

Consistent with peers in the industry, the Group monitors capital on the basis of the gearing ratio. This ratio is calculated
as net debt divided by total capital. Net debt is calculated as total borrowings (including “current and non-current
borrowings™ as shown in the consolidated balance sheet) and lease liabilities less cash and cash equivalents and restricted
cash. Total capital is calculated as ““equity” as shown in the consolidated balance sheet plus net debt.

The gearing ratios as at 31 December 2023 and 31 December 2024 are as follows:

As at 31 December

2024 2023

RMB’000 RMB’000

Total borrowings 2,686,464 2,863,912
Add: Lease liabilities 27,326 29,801
Less: Cash and cash equivalents (721,631) (840,384)
Restricted cash (44,705) (93,010)

Net debt 1,947,454 1,960,319
Total equity 3,259,124 3,329,005
Total capital 5,206,578 5,289,324
Gearing ratio 37.40% 37.06%

Material Acquisitions and/or Disposals of Subsidiaries and Affiliated Companies
The Group did not have any material acquisitions and/or disposals of subsidiaries and affiliated companies for the year
ended 31 December 2024.
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MANAGEMENT DISCUSSION AND ANALYSIS

Foreign Exchange

The Group mainly operates in the PRC and is exposed to foreign exchange risk arising from various currency exposures,
primarily with respect to the USD. Foreign exchange risk arises from recognized assets and liabilities in foreign operations.
The conversion of RMB into foreign currencies, including the USD, has been based on rates set by the People’s Bank of
China. On 21 July 2005, the PRC government changed its decade-old policy of pegging the value of RMB to the USD.
Under this policy, RMB is permitted to fluctuate within a narrow and managed band against a basket of certain foreign
currencies. This change in policy has resulted in an approximately 11.3% appreciation of RMB against the USD from 21
July 2005 to 31 December 2024. There remains significant pressure on the PRC government to adopt a more flexible
currency policy, which could result in a more fluctuated exchange rate of the RMB against USD. The Group may consider
entering into currency hedging transactions to further manage its exposure to fluctuations in exchange rates, or nature
hedging by actively matching the currency structure of monetary assets and liabilities. However, the effectiveness of such
transactions may be limited. The revenue denominated in USD represented 44.6% and 44.2% of the total revenue of the
Group in 2024 and 2023, respectively.

Staff and Remuneration Policy

As at 31 December 2024, the total number of full-time employees employed by the Group was 2,453 (31 December
2023: 2,370). The following table sets forth the number of the Group’s full-time employees by area of responsibility as at
31 December 2024:

On-site workers 1,494
Administrative 336
Engineering and technical support 442
Research and development 98
Sales, marketing and after-sales services 63
Company management 20

2,453

Employee costs excluding the Directors’ remuneration totaled RMB902.8 million.

Employees are encouraged to take training courses or seminars from time to time to enhance their knowledge and skills.
The Group offers employees remuneration packages mainly on the basis of individual performance and experience and
also pays regard to industrial practice, which include basic wages, performance related bonuses and the social security
and benefits. According to the relevant regulations, the premiums and welfare benefit contributions that should be borne
by the Group are calculated based on the relevant statutory percentages of the total salary of employees, subject to a
certain ceiling, and are paid to the labour and social welfare authorities.

The Company adopted a share award scheme on 11 September 2023 (the “2023 Award Scheme”). The 2023 Award
Scheme is funded solely by the existing Shares and it does not constitute a scheme involving the issue of new shares as
referred to in Chapter 17 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
(“Listing Rules™). No share awards have been granted under the 2023 Award Scheme during the year ended 31
December 2024. For further details of the 2023 Award Scheme, please refer to the Company’s announcement dated 13
September 2023.
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BUSINESS REVIEW

In 2024, the oil price showed a downward trend compared with last year, but it remained at a medium to high position.
International and geographical factors such as supply shortage and economic recovery supported the oil price. The
production adjustments on the supply side promoted the international oil price to remain above the medium position,
while the recovery of economic growth on the demand side drove capital expenditure. The recovery of demand for
aviation and gasoline consumption was the main driving force for the growth of oil consumption. At the same time, China
gradually deepened and upgraded its cooperation with the Middle East and Central Asia regions covering from oil and gas
trade to resource development and to technical cooperation. Market developments have also brought great opportunities
to oil industry enterprises. Hilong adhered to the strategy of scientific and technological innovation, intelligent and high-
quality development, and has achieved good results in key countries and regions such as the United States, Canada and
the Middle East. The Group also strengthened its cash flow management by implementing active financial measures,
such as strengthening accounts receivable management and inventory management measures, to enhance the overall
operating efficiency, securing a relatively stable cash flow in 2024. In 2024, Hilong actively expanded both international
and domestic markets and adopted a scientific management approach within the Group. While intensifying its efforts
in market development, the Company attached importance to scientific development and technological innovation,
and has been gradually developing into an asset-light, digital and high-tech intelligent enterprise. Business units of the
Group were having a full workload. The three segments, namely oilfield equipment manufacturing and services, oilfield
services and offshore engineering services, achieved important orders of high-end customers in a number of new and old
markets, establishing a solid foundation for the long-term development of the Group. Hilong maintained its stable and
efficient scientific operation in 2024. During the reporting period, Hilong recorded a total revenue of RMB4,668.3 million,
representing an increase of 9.8% compared with 2023. The digital and intelligent transformation of Hilong has achieved
remarkable results, further empowering the development and growth of its products and businesses.
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Oilfield Equipment Manufacturing and Services

During the reporting period, the revenue of the oilfield equipment manufacturing and services segment was RMB2,124.7
million, representing a decrease of 18.7% compared with 2023. In 2024, demand in major drilling tool markets such
as the United States and Canada declined slightly, and Hilong remained ahead of the competition in the market. The
sales volume of various drilling tool products basically remained stable, and the orders on hand for various drilling tool
products such as drill pipes and heavy weight drill pipes were basically stable. In 2024, Hilong constantly developed
advanced technology and optimised its production processes. Hilong has overcome many scientific research difficulties
and continued to improve the quality of products and services. Its product performance and the quality of services
have reached or surpassed the level of its international competitors. The oilfield equipment manufacturing and services
segment contributed the most to the Group’s revenue and achieved business breakthroughs in markets such as the
United States, Canada, the Middle East and Southeast Asia. Hilong explored major customers such as Precision Drilling
and has become the major drilling tool supplier to high-end customers such as PD, SAVANA and Ensign. Hilong’s sour
service drilling tool with special buckles and the full promotion of HLNST special buckles achieved good sales performance
in markets of the United States and Canada. The achievements made in the advance layout and planning of the North
American market indicated that the comprehensive strengths of the Group’s high-tech and high-end drilling tools
has been recognized by international high-end customers. In the Middle East market, we have passed the drilling tool
certification in respect of Saudi Aramco and KOC deep well drilling rigs, laying the foundation for entering the high-end
market in the Middle East. In the Middle East, Hilong has also made market and business breakthroughs, and all the user
orders with high-end customers such as KCA and EDC have been secured. During the reporting period, Hilong signed a
series of contracts with major customers and high-end customers in China in respect of the supply of drilling tools and
bottomhole assembly, and also performed well in the domestic market. Our partners highly recognized our products
such as high-strength sour service, high-strength and high-torque drill pipe and HLNST drilling tools with special buckles,
which enabled us to form in-depth sales and market cooperation in China. While exploring development in the high-
end market and high-end customers, Hilong adhered to high-tech development such as technological innovation and
digital and intelligent transformation, attached great importance to the building of a team of scientific research talents,
and strengthened the exchange of scientific research achievements, such that the Company has built a scientific research
team with rich experience in terms of product technical service and system management, demonstrating Hilong’s strategic
deployment of continuously developing new products and expanding new markets under the guidance of scientific and
technological innovation. The related drilling tool enterprises under the Group were recognized as National Specialized
and New Small Giant (0 0 O OO OO O O). Shanghai Hilong Drill Pipe Co., Ltd. (D OO0 O0O0O00OOO0OODOODOO) was
recognized as the eighth batch of “National Manufacturing Individual Champion Enterprise” (DO OO O0OO0O0O0O0O)
by the Ministry of Industry and Information Technology.
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Oilfield Services

In 2024, the oilfield services segment recorded a total revenue of RMB1,579.9 million, representing a growth of 35.2%
compared with 2023. Benefitting from the continuous increase of capital expenditure of upstream enterprises in the
industry, it has brought better business opportunities to the oilfield services industry than the past, and was also very
conducive to the development of Hilong’s oilfield services. Hilong’s oilfield services seized the business opportunity to
continuously improved its product and service capabilities by all-round scientific and digital management and established
its oilfield management department to vigorously develop oilfield management and market demand for increasing
production. Hilong has completed customized oilfield digital management solutions in countries such as Brazil, Iraq and
Libya, promoted oilfield digital management technology, and completed a number of applications of oilfield sludge
treatment and pipeline gathering and transportation viscosity reduction technology. Hilong systematically integrated
various businesses of drilling and workover services, technical services and trade services and signed long term cooperation
agreements with a number of partners. It explored the synergy and mutual complement among different business
segments, adhered to market orientation and technology-driven strategies, and created a “One Body and Two Wings™
business development model. Hilong’s oilfield services maintained a leading utilization rate for drilling and workover rigs
in the industry, and idle drilling rigs on standby successfully secured new orders again. We also entered into, renewed, or
extended a number of contracts for drilling rigs in operation, ensuring sufficient workload in general. While continuing
to develop the conventional well drilling and workover markets, the Company also actively expanded turnkey drilling
projects, so as to develop high-tech integrated turnkey business. Hilong’s turnkey business capability has reached a new
level. In 2024, the overall relocation speed of the drilling fleet remained steady, which indicated that the Company’s
operating efficiency and organising and managing ability have been greatly improved. Apart from the conventional
well drilling and workover services, the Company also actively participated in the promotions of other technical service
projects and constantly explored new business fields to increase revenue for the Group. The Company maintained stable
development in fields of environmental protection technology and services such as drilling and workover mud (oil-based
mud alternative solutions, high-performance water-based mud and so forth), rock fragments processing and well site
recovery, coiled tubing business, production enhancement technology based on nanofluids flooding, refined managed
pressure drilling (“MPD”) technology, RSS directional and horizontal well drilling and other comprehensive technical
services, and developed diversified technical services businesses including well completion and production enhancement,
drilling speed and efficiency improvement, oilfield environmental protection, rotary steering technology as well as the
establishment of maintenance base. The trade service business of this segment also had great improvement compared
with 2023 and achieved new breakthroughs in the tubing and casing trading business. In 2024, the Oilfield Service
Division adopted multiple approaches which focused on the transformation towards “light assets and technology-driven”
operations, expanded new businesses in all directions, and enhanced integrated service capabilities through technological
innovation.
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Offshore Engineering Services

In 2024, the offshore engineering services segment recorded a total revenue of RMB963.8 million, representing a
105.9% increase from 2023. Hilong Offshore Engineering has been making great to develop into a specialized offshore
engineering company with EPCIC integrated turnkey capacity, forming a business capability of the whole industry chain.
The digital intelligent system connecting with the Group has gone live and the Intelligent Control Technology Center had
a record high number of projects, which effectively supported the two business lines of market development and project
execution, resulting in a significant increase in workload as compared to last year, which will have great development
potential in the future. For instance, the land construction and commissioning of our EPC project in Congo have all
been completed, and the Chevron project in Thailand has also been progressing smoothly. In addition, we also signed
transportation and installation contracts with world-renowned offshore oil companies for the first time, expanded our
business to the whole process of offshore engineering industry ecology and transformed into a technology company
that can undertake multiple projects. At the same time, Hilong Offshore Engineering was having a number of projects
in the process of project bidding, representing an increasing recognition and satisfaction towards Hilong Offshore
Engineering from customers. Hilong attaches great importance to high-tech research and development, and has applied
for the qualification as an annual technology-based enterprise. Focusing on in-depth research on key scientific research
directions such as pipeline laying, jacket installation and dismantling, and block floating support, Hilong put an emphasis
on strengthening the digital delivery and construction of management capability of offshore engineering, with research
results having been achieved. 2024 was a year of great significance in the development of Hilong Offshore Engineering,
with remarkable progress in infrastructure management, operational capability and business development, further
improving the international and domestic project management capabilities and overseas project design and construction
capabilities, accumulating experience of the information-based systematic management means and technology services,
and laying a solid foundation for the development route of light assets and integrated turnkey capabilities.
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Technology Research and Development

Hilong has been adhering to leading enterprise transformation with scientific and technological innovation and
informatisation digitalisation, relying on technology to comprehensively improve the Company’s operation and
management. In terms of drilling tool products, the Company strengthened continual research on and promoted the
application of high-strength sour service, and high-strength and high-torque drill pipe technology. We completed the
development of large-scale thick-walled HLU165 super high-strength drill pipes, the development of high-pressure
resistant special buckles for offshore risers and the acceptance of the project for the HL125S high-strength sour service
drill pipe. We have carried out the development and construction of an information technology system at the drilling tool
factory and completed a technology upgrade and renovation project. Projects such as the development of HLNST special
screw heads have been completed, and orders have been obtained from the North American market. It has formed
large-scale sales and has been unanimously recognized by high-end customers in the United States and Canada. Hilong
has developed HL135MS/HL130S higher-strength sour service drill pipes on the basis of previous high-strength sour
service drill pipe projects. We have signed a large order in US dollars in respect of core products such as HL125S high-
strength sour service drill pipes. We have completed the software development of information management of drill pipes
and drilling tools with radio frequency identification tags, and have currently received orders for drill pipes with radio
frequency identification tags from customers in the Middle East. The research and development of intelligent drill pipes
is in progress. The production processes, equipment and systems of drilling tools are constantly optimized and upgraded,
which improves production efficiency and saves production costs. In tandem with the Group’s digital transformation,
production equipment is automated and intelligentized. Projects including 125S sour service drill pipe obtained the Hi-
Tech Achievement Transformation Recognition. The high-strength and high-strength sour service drill pipe project
recently won the Shanghai Invention and Innovation Gold Award and other honors. In the oilfield services sector, we
continuously summarize experiences and lessons learned in drilling and well completion turnkey projects and continuously
improve our technical service capabilities for drilling turnkey projects, including the drilling technical ability of extended-
reach horizontal wells. We have strengthened the localized development and promotion of key drilling equipment
components for precision managed pressure drilling (MPD), the finalization and promotion of MPD managed pressure
drilling technology as well as the upgrading, promotion and application of rotary steering technology and nanofluids
flooding production enhancement technology. In terms of offshore engineering, in order to enhance the offshore
construction capabilities, we have carried out a number of research projects such as offshore engineering technology and
offshore engineering digital technology. Several companies under the Hilong Group were newly granted the qualification
of “Highly Specialized and Innovative” (O O O O ) enterprise at the state level as well as the Shanghai municipal level,
fully demonstrating Hilong’s overall technological advantages and brand competitiveness. In the future, Hilong will
continue to lead in technological innovation and establish joint technology centers with universities to comprehensively
enhance its scientific research capabilities. It will also fully integrate digitalization and intelligence into scientific research,
manufacturing, warehousing and logistics, financial accounting, operations and office work, etc., to help the Company’s
operations and development.
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OUTLOOK

Looking forward to 2025, despite the unfavorable factors of trade protectionism and tariff war, the overall economic
recovery will drive the growth of oil consumption, the pattern of tight crude oil supply may continue, and the international
oil price may fluctuate slightly in the middle range. Benefiting from the breakthrough of upstream exploration and
development and the expansion of downstream refining and chemical capacity, we are expected to obtain more orders
from owners of oil companies in overseas countries. We are optimistic about the medium and long-term business
development in the Middle East, Southeast Asia and South America, which will bring us great opportunities in the market
and the promising future prospects of our projects can be expected.

In 2025, Hilong will continue to give play to its brand advantages. In addition to stabilizing the United States and Canada
markets, we will develop new high-end customers in the Middle East, Southeast Asia, South America and other countries
and regions to obtain high-end orders, and strive to make greater breakthroughs in new markets and new businesses,
and strive to continuously enhance the international market share and brand service image.

In respect of the domestic market, China has entered the seventh year in implementing the seven-year action plan for the
oil and gas industry which spans from 2019 to 2025. As mentioned in the Plan for Accelerated Development of Domestic
Exploration and Production for 2019-2025, further investments in risk exploration will be made, amounting to RMB5
billion each year from 2019 to 2025, and the amount of exploration work and proven reserves shall double by 2025.
Based on the above, we believe that the domestic and overseas oil and gas industry is following an upward market trend as
a whole.

In terms of the international drill pipe market, the Company will continue to promote high value-added products of
drilling tools which meet the differentiated needs of high-end customers, combine market development with product
development more deeply, introduce more interdisciplinary talents and professional talents, and intensify efforts to
promote the automation, digitalization, intelligent transformation and new technology research and development of drill
pipe production line equipment; we will deeply develop the high-end demand in the Middle East, the United States and
Canada, and further enhance the market reputation of Hilong drilling tools. The research, development and promotion
of products such as large-scale thick-walled HLU165 super high-strength drill pipes, high pressure-resistant special buckle
for offshore riser, HLNST special buckles, HL130S and HL135MS high strength sour service drill pipes, drill pipes with
eco-friendly screws, hardbanding drill pipes, special alloy drill pipes, drill pipes with radio frequency identification tags
and intelligent drill pipes as well as automatic transformation of production line, information construction of production
management system, heat treatment technology of drill pipes, and thickening and identification inspection technology
will be intensified. In the domestic drill pipe market, Hilong will actively follow up the existing business opportunities
and vigorously develop differentiated markets to provide customers with high-end drill pipe products that meet their
differentiated needs.
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Regarding the oil services business, Hilong will adhere to scientific and technological innovation, light assets and digital
management transformation, break through the bottleneck of traditional business development, and demonstrate strong
technical and management capabilities. We will actively explore foreign markets, and strive to enter into new businesses
and new contracts in new and old markets such as Nigeria, Ecuador, Brazil and Kuwait. On the basis of drilling and
workover business, we will actively develop various types of services including drilling turnkey, oilfield environmental
protection, nanofluids production enhancement, drilling tool repair, trade services, etc., and provide more diversified and
characteristic services on the basis of traditional drilling and workover services. We will make every effort to improve our
technical ability and scientific research level, and build the core competitiveness of Hilong Oil Service. We will stabilize
the existing drilling and workover rig equipment business, maintain a high level of utilization rate of its drilling rigs, and
continue to adjust its business layout. We will continue to establish a turnkey drilling technical team to improve the
technical level of turnkey drilling, shorten the drilling and well completion cycle, so as to achieve a high profit level. We
will give full play to its existing business platform, continue to carry out business such as trade and oilfield environmental
protection to create new profits. We will make use of the Company’s market development and management capabilities,
strive to identify social resources, reduce business risks, and amplify the platform effect and economies of scale. On the
basis of consolidating the existing business, the Company will actively expand the directional well and horizontal well
technical service capability of the RSS rotary steering system. At the same time, the Company will vigorously carry out
domestic MPD technical services and develop overseas MPD service markets. Taking nanotechnology used in production
enhancement as a breakthrough point, we will actively explore the sales of drilling and workover rig equipment and spare
parts, and tubing and casing trading business, so as to enhance the linkage and synergy among various businesses and
maximize profits.

In offshore engineering services, we will speed up the layout and construction in Southeast Asia and West Africa,
and focus on strengthening the formation of digital delivery and management capability of offshore engineering by
leveraging our offshore engineering experience. We will make efforts in contracting and implementing projects such
as engineering commissioning, digital and intelligence in the international market. We will focus on in-depth research
on key directions such as pipeline laying, jacket installation and dismantling, block floating, and a digital management
system for commissioning and completion. On the basis of stable installation and submerged pipeline laying business, we
will actively transform scientific and technological achievements and establish the Company’s long-term technical reserve
by increasing the introduction of talents. We will provide light asset-input and high-yield products and services. We
will adhere to the route of innovative R&D and international development, and constantly improve our turnkey project
integrated service ability. We will excavate technical hotspots, track the latest technological frontiers, and improve the
comprehensive technical capabilities of the Company’s offshore engineering. We will strengthen market development and
construction, expand key projects in key areas of the market and improve profitability. We will adhere to the guidance
of talents and technology, strengthen the technical service ability and risk management and control ability of our core
businesses, and continuously improve the service quality and service ability of Hilong Offshore Engineering in domestic
and foreign markets.
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OTHER SIGNIFICANT EVENTS

(1

(2)

(3)

(4)

22

Suspension of Trading on the Stock Exchange

Trading in the shares of the Company on the Stock Exchange has been suspended since 9:00 a.m. on Tuesday, 2
April 2024 and will remain suspended pending the fulfillment of the Resumption Guidance as specified by the Stock
Exchange.

Resignation of Auditor

The Company’s former auditor, PricewaterhouseCoopers, has tendered its resignation as the auditor of the
Company with effect from 30 May 2024. For details of the resignation of PricewaterhouseCoopers, please refer to
the announcement of the Company dated 31 May 2024.

Resumption Guidance
On 12 June 2024, the Company received a letter from the Stock Exchange setting out the following guidance for
the resumption of trading in the shares of the Company on the Stock Exchange (the “Resumption Guidance™):

(@) conduct an appropriate independent investigation into the matters relating the sale and procurement of pipe
materials involving four Russian subsidiaries of the Group and Metal Technology Co., Ltd. (“MTC”) from 1
October 2022 to 31 December 2023, assess the impact on the Company’s business operation and financial
position, announce the findings and take appropriate remedial actions;

(b) publish all outstanding financial results required under the Listing Rules and address any audit modifications;
(c) demonstrate that there is no reasonable regulatory concern about the integrity, competence and/or character
of the Group’s management and/or any persons with substantial influence over the Company’s management

and operations, which may pose a risk to investors and damage market confidence;

(d) conduct an independent internal control review and demonstrate that the Company has in place adequate
internal controls and procedures to meet its obligations under the Listing Rules;

(e) demonstrate the Company’s compliance with Rule 13.24 of the Listing Rules; and

() inform the market of all material information for the Company’s shareholders and other investors to appraise
the Company’s position.

For details of the Resumption Guidance, please refer to the announcement of the Company dated 18 June 2024.
Progress of Fulfillment of the Resumption Guidance
For quarterly update on status of resumption and the Company’s resumption plan in fulfilling the Resumption

Guidance, please refer to the announcements of the Company dated 28 June 2024, 27 September 2024 and 30
December 2024 in accordance with Rules 13.09 and 13.24A of the Listing Rules.
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(5)

(6)

Appointment of New Auditor

The Company appointed Crowe (HK) CPA Limited (“Crowe”) as the new auditor of the Company with effect from
8 July 2024 and to hold office until the conclusion of the next annual general meeting of the Company. The re-
appointment of Crowe as the auditor of the Company was duly passed by the shareholders of the Company at the
2024 annual general meeting of the Company held on 23 December 2024.

Update on the 2024 Notes and progress of offshore debt restructuring

As set out in “Management Discussion and Analysis — Financial Review — Indebtedness™ of this annual report,
the outstanding principal amount of USD314,546,000 on the 2024 Notes together with the accrued and unpaid
interest thereon were not settled on the 2024 Notes Maturity Date, which constituted an event of default under
the 2024 Notes. As of the date of this annual report, no agreement on the terms of the restructuring of the 2024
Notes has been reached between the Company and certain holders of the 2024 Notes (the “Ad Hoc Group”).
Notwithstanding the foregoing, the Company maintains a constructive dialogue with the Ad Hoc Group and its
advisors, with a view to reaching an agreement on various economic terms as soon as practicable. For details, please
refer to the Company’s announcement dated 18 November 2024.
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DIRECTORS AND SENIOR MANAGEMENT

BOARD OF DIRECTORS
The table below sets forth the information regarding the Board:

Name Age Management Position

ZHANG Jun (O O) 57 Chairman, Executive Director, Executive Chairman and
Co-Chief Executive Officer (appointed as Chief Executive
Officer on 15 October 2024)

ZHANG Shuman (0 0 0O) 51 Non-executive Director
YANG Qingli (0 0 O) 68 Non-executive Director
CAO Hongbo (D O 0O) 62 Non-executive Director
FAN Ren Da Anthony (O O O) 64 Non-executive Director
WANG Tao (O O) 78 Independent Non-executive Director
WONG Man Chung Francis (0 0 O) 60 Independent Non-executive Director
SHI Zheyan (0 O O) 68 Independent Non-executive Director

Executive Director

Mr. ZHANG Jun (FRE), aged 57, is an Executive Director, the chairman of the Board and executive chairman of the
Company. Mr. Zhang has also been appointed as the chief executive officer of the Company on 15 October 2024 and
act as the co-chief executive officer of the Company since 23 December 2024. He is also a substantial and controlling
shareholder of the Company. He has been a director of the Compa