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2 China Dredging Environment Protection Holdings Limited

Corporate Information

DNRER

BOARD OF DIRECTORS

Executive Directors:

Mr. Liv Kaijin (Chairman)
Mr. Wu Xuze (Chief Executive Officer)
Ms. Zhou Shuhua

Independent Non-Executive Directors:

Mr. Huan Xuedong
Mr. Chan Ming Sun Jonathan
M. liang Zequan

AUDIT COMMITTEE

Mr. Chan Ming Sun Jonathan (Chairman)
Mr. Huan Xuedong
M. liang Zequan

REMUNERATION COMMITTEE

Mr. liang Zequan (Chairman)
Mr. Huan Xuedong
Mr. Chan Ming Sun Jonathan

NOMINATION COMMITTEE

Mr. Liuv Kaijin (Chairman)
Mr. Chan Ming Sun Jonathan
Mtr. liang Zequan
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M. Liv Kaijin
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COMPANY SECRETARY

Ms. Wong Kwan Lai [resigned on 10 September 2021)
Mr. leung Yiu Cho (appointed on 29 December 2021)

LEGAL ADVISORS

Chungs Lawyers (as to Hong Kong Law)

Finance & Commerce Law Firm of China (as to PRC law)
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Yongtuo Fuson CPA Limited
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Registered Public Interest Entify Auditors

PRINCIPAL BANKERS

Bank of Jiangsu Co. Ltd, Yancheng Branch
Agricultural Bank of China Limited, Yancheng Branch

China Construction Bank {Asia) Corporation Limited
REGISTERED ADDRESS

Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman KY1-1111,

Cayman Islands

HEADQUARTERS AND PRINCIPAL PLACE OF
BUSINESS

The People’s Republic of China:

7/F, Shengzhou Tower, 39 Xindu West Road,
Yandu District, Yancheng City,

Jiangsu Province, the PRC

Hong Kong:

Rooms 1501-2, 15/F,

Siu On Plaza,

482 Jaoffe Road,

Causeway Bay, Hong Kong
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Corporate Information (Continued)
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“ Audit Committee”

[BREES]
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[EEE ]

“Bonds”

Rt

“Bondholder”/“CITIC”
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“CG Code”
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Definitions

Bx

the articles of association of the Company

RRBEHMERADA

the audit committee of the Board
EESEZEES

the board of Directors

Exg

the three per cent convertible bonds in the aggregate principal amounts of
HK$243 million due 2016 issued by the Company under the subscription
agreement dated 28 October 2013 entered info between the Company and the
Bondholder
ARARARBHEESHAEARZE—=ZF+AZTN\BITIHREREE
TS HEFER243,000,0008 TR _E—RFHHN=ErTRRES

CITIC Capital China Access Fund Limited

the code provisions as contained in “Corporate Governance Code and
Corporate Governance Report” set out in Appendix 14 to the Llisting Rules [as
amended from time to time), which are adopted (with modification) by the Board
as its corporate governance code

LR A SR+ PR [DREATRRERE WS | AHIA Al
X (ETERIER]) EF SR ERER —HERAERELEEARSTH

China Dredging Environment Protection Holdings Limited
PR G RRIERBR QA

a series of contracts, brief details of which are set out in note 43 to the
consolidated financial statements in this annual report, pursuant fo which all
economic benefits and risks arising from the business of Jiangsu Xingyu are
transferred to Xiangyu PRC

—FRIER BN AERESMBHRRIT43 - B IHREFOHED
RELN—URENR MERIDEZE T AT HE

director(s) of the Company
RKAREE

the Company and its subsidiaries

RRE R EHER A

Hong Kong dollars, the lawful currency of Hong Kong
BT BEEERER



6 China Dredging Environment Protection Holdings Limited

Definitions (Continued)

E=um

“Jiangsu Jiaolong”

[TIEBRE

“Jiangsu Xingyu”/

“PRC Operational Entity”
IgEF |/

[hEEERERE]

“Listing Rules”

[Em#All

“Model Code”
[ZE2E<pAl

“Mr. Liv”

[B5%&4 |
“Ms. Zhou”
[Axz+t]

“Nomination Committee”

[REZEE]

IlPRcII
[ E

“Remuneration Committee”

(=SS

IIRMBII
[ARE]

“Reporting Period” /”Review Period”

[HERE] TEEHRE]

IISFOII
(&5 R BERD

TEARRIERER AR

Jiangsu Jiaolong Salvage Harbour Engineering Co. ltd.*, a non-wholly owned
subsidiary of the Company
THEETBMBIREBERAR - ARA—HEL2EMBA R

Jiangsu Xingyu Holdings Group Limited* (formerly known as Jiangsu Xingyu Port
Construction Company Limited*), a wholly-owned subsidiary of the Company
AIHEFEREEBRAR (I IGHEFTFEEERAAT) ARF—M
2 &M B DA

Rules Governing the Listing of Securities on the Stock Exchange (as amended
from time to time)

B XX PrRE o B R A (B AERHEET)

Model Code for Securities Transactions by Directors of Llisted Issuers set out in
Appendix 10 fo the Listing Rules [as amended from fime to time)
FHRAMESETAEN LT RTAESETESFRHNRETR(ED

RHERT)

Mr. Liuv Kaijin, chairman and an executive Director (who is the spouse of
Mes. Zhou)
IRFPTERIMERE(RARLZERB)

Ms. Zhou Shuhua, an executive Director [who is the spouse of Mr. Liu)

WITEERAREL L (RBIKEZERB)

the nomination committee of the Board

ExgR%LBg

the People’s Republic of China
i AR

the remuneration committee of the Board
EEgEFHNEES

Renminbi, the lowful currency of the PRC

AR - REDEEES

for the year ended 31 December 2021
BE_T-_—F+-A=1+—BLLFE

the Securities and Futures Ordinance (Cap 571 of the Llaws of Hong Kong)
(as amended from time to time)

BEREDES7 1 BEFEH LB R (BTEERT)



“Shareholder(s)”
[BR3R ]

“Share(s)”

[ B3 ]

#2011 Share Option Scheme”
(22— —FERES]

#2021 Share Option Scheme”
[T —FERETS]

“Stock Exchange”
[ B 32 AT

“Xiangyu Environment Protection”

[AFRRE]

“Xiangyu PRC”
[AFHE ]

*

For identification purpose only
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Definitions (Continued)

== um

shareholder(s) of the Company
RRARER

ordinary share(s) of HK$0.20 each in the share capital of the Company
RARRARFEREEO. 208 T2 EiBK

the share option scheme approved by Shareholders on 24 May 2011
BRERZZF——FR A THB K BRETE

the share option scheme approved by Shareholders on 17 June 2021
BER T - —F A+ LRIEZBRE 2

The Stock Exchange of Hong Kong limited
BEMARZIMBR AR

Jiangsu Xiangyu Environment Protection Equipment Company Limited*, a wholly-
owned subsidiary of the Company
TEHATRERBERRAF > AR —R2EMB QA

Jiangsu Xiangyu Port Constructing Project Administration Co. Ltd.*, a wholly-
owned subsidiary of the Company
IEHATERIRERERQA ARG —HE2ENBAR

* EHEF
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Financial Summary

MEHE

The following is a summary of the published results and assefs and

liabilities of the Group for the past five financial years.

TEARRIERER AR

NTRARERBERAEMBERENE AMEEAR
BENBEBEHE -

RESULTS E 4
Year ended 31 December
BE+-HA=1+—HILEE
2021 2020 2019 2018 2017
bl T TF —E-NF )\ L F
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
INGL-S Al A RETr AR®TT AREFTT AREBTR
(audited) (audited) (audited) (audited) (audited)
(BER) (485 %) (&= =Z) (&5==z) (&%)
Revenue WS 387,389 286,341 447,368 618,833 650,924
Profit/ (loss) before tax BEBRTEA S (E1E) 40,642 (525,335) (411,355) (232,345) 11,234
Income tax credit (expense) FiisFisEe (FAx) 613 (12,029) (110,673) (22,150) (39,030)
Net profit/(loss) A (B518 ) F58 41,255 (537,364 (522,028) (254,495) 72,204
Net profit/(loss) atffributable to: LA™ A FEMGEFI,
(E518) %5 -
Owners of the company KARIER A 22,593 (526,583) (517,586) (258,647) 71,040
Non-controlling interests FEPE A RE = 18,662 (10,781) (4,442) 4,152 1,164
41,255 (537,364) (522,028) (254,495) 72,204
ASSETS AND LIABILITIES EERERE
31 December
R+=-—B=+—H
2021 2020 2019 2018 2017
et Al TTF T )\ —T—tF
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
NSl A RETr ARETT ARETT AREBTR
(audited) (audited) (audited) (audited) (audited)
(BER) (#858#%) (E=wZ) (&%) (&%)
Non-current assets IERFEE 1,641,985 1,796,319 1,970,896 2,172,683 2275052
Current assets RENEE 627,664 612,046 876,272 1,176,404 |32 A3
Current liabilities mEaE (822,041) (1,169,495) (1,159,452) (1,145,461) (1,134,800)
Non-current liabilities EREHaE (286,919) (201,012) (124,542) (115,000 (115,739)
Net assets BEFE 1,160,689 1,037,858 1,563,174 2,088,626 2,337,250




STATEMENT OF FINANCIAL POSITION OF THE

COMPANY

The statement of financial position of the Company as at the end of the

Reporting Period is as follows:

Annual Report 2021
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Financial Summary (Continued)

B 78 = ()

AN T B BB R R &R

ARBRBEPRROFBERRRAT ¢

2021 2020
=B —F —ZE-TF
RMB’000 RMB'000
AR®T T AREFT
ASSETS BE
Unlisted investments in subsidiaries KB ARRZIELTIRE 258,375 258,375
Amounts due from subsidiaries S NEIE Q] 4,486 4,486
Amounts due from directors fEURZE E N8 851 -
Bank balances and cash RITEBR MRS 112 119
263,824 262,980
LIABILITIES i=F
Other payables H b FE A IR 3,147 7,964
Amounts due to subsidiaries JEIST Y B 2 R FE 17,387 17,860
Amounts due to Directors JENE SRR 4,567 5,003
Bonds payable e ES - 287,482
25,101 319,209
TOTAL ASSETS LESS TOTAL LIABILITIES HEERRAEE 238,723 (56,229
CAPITAL AND RESERVES ERRFE
Share capital [N 255,247 167,914
Deficient/reserves (note) Bkt REE(HTAE) (16,524) [224,143)
TOTAL EQUITY R 238,723 (56,229)
Note: Kiat -
Reserves of the Company KRR
Share Share option Other Accumulated
premium reserve reserve losses Total
MR RE BRERE Hivf s RitEE At
RMB'000 RMB'000 RMB'000 RMB'0O00 RMB'000
ARET T ARET T ARET T ARBET T ARET T
At 1 January 2020 R-—ZE-_ZF—H—H 928,721 = 165,238 (843,981) 249,978
Equity-seffled share-based payments  SARERS A& B DARR (R AR
B — 292 — — 292
Loss for the year FREIE o v i (474,413) (474,413
At 31 December 2020 R-ZE_ZTF+_-_F=+—H 928,721 292 165,238 (1,318,394) (224,143)
Exercise of share opfions BB T(E 292 (292) = = -
Profit for the year FAF = = — 207,619 207,619
At 31 December 2021 T e e ey e | 929,013 ’a 165,238 (1,110,775) (16,524)
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Group Chart
EEEE

The following sets out the corporate structure of the Group as at 31 TEINRAEBR T -—F+_A=+—HNZE
December 2021: 2R

China Dredging Environment
Protection Holdings Limited
(incorporated in the Cayman Islands)
HERARRERERAR
(REASEBEMARL)

VIE Contractual
Arrangements
(Note 2)

(52

Environmental

Notes: Hiat

1. Mr. Liuand Ms. Zhou are the registered holders of the registered capital in 1. BIX4RAZTIRAIHEFIMELANEZRFAA - M
Jiangsu Xingyu, and Ms. Zhou holds all her equity interest in Jiangsu Xingyu At EARIEENEEAFTERARLIEZE TR AT
as trustee for Mr. Liu. ERHE -

2. On 19 April 2011, Jiangsu Xingyu, Xiangyu PRC, Mr. Liu and Ms. Zhou 2. RIZZE——FWA+TABE  IHEF AFFE - 2%
entered into the Contractual Arrangements, pursuant fo which all economic HEBZLIIVANTH Bt IHEFEBELEN
benefits and risks arising from the business of Jiangsu Xingyu are transferred FBRENZRERYEETHFHEA -

to Xiangyu PRC.

2 For identification purpose only * EHE 5
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12 China Dredging Environment Protection Holdings Limited
Chairman’s Statement (Continued)

FERE @)

To Shareholders:

In 2021, the Group has experienced another challenging year. The
ongoing impact of COVID-19 pandemic ("COVID-19"), especially the
new wave of COVID-19 variants, is complex and severe, resulting in
significant disruption fo the operating environment, resulting in delays
in the work schedule of 2021 for both domestic and overseas projects
under construction or works ready fo sfart, and also a significant increase
in the construction costs and a decrease in the construction efficiency of
various projects, which has caused risks and pressures to the Group's
operation.

For the financial year 2021, the Group recorded a total revenue of
approximately RMB387.4 million, representing an increase of 35.3%
as compared with the financial year 2020 of approximately RMB286.3
million. While control of operating cost in place, the Group recorded
a gross profit of approximately RMB34.9 million (2020: gross loss
of approximately RMB43.6 million). There is a gain on waived bond
payable of approximately RMB208.0 million (2020: nil) and decreased
in changes in fair values of investment properties of approximately
RMB103.5 million (2020: increase of approximately RMB19.4 million),
the Group recorded net profit of approximately RMB4 1.3 million for the

year.

Despite the severe impact of the sudden outbreak of the COVID-19
pandemic inside and outside of China successively on the Group's
operation in 2021, the Group adopted various measures to ensure
stability, including the stability of construction team and management
team, the stability of work on hand and projects followed up, the stability
of existing equipment upgrading and new equipment investment, etc. We
will continue to maintain a robust business approach, select and capture
various opportunities in a prudent manner and further expand our existing

businesses.

TEARRIERER AR

BMEBRR :

—E_FNARTRKIBN—F c HABRBESR
B(TCOVID-19&1E]) » RERFH —KHCOVID-19%
BRERE BEATKREERRENTE  BRETE
EERE  SEHANZERBEXAMARIZERR
R FZIFREER ARKESHRRED 2EEX
AAIEIEN  HRERUEX  SAEBZEEAXE
AH R FE S o

RZF_—FHBEE  A5EHEFRAEREHAR
# 387400000t B_ZF_FTFURFE 24

W AR 286,300,000 T3 MN35.3% - A& H
EmEGEERAZER  BERE  &5EMNH

AR¥34,900,000t(—F_FF : EROARE
43,600,0007T) - AEE RSB ENESFEH R 2K
BHAREE208,000,000L(ZE_FF : T)ARK

EMEATESHHSHARE03,500,0007 (=
ToFE MM ARK0,400,0005T) - MBS

RFm AA AR EEA41,300,0007T ©

KEE T - —F2KERACOVID-19& BRAE KM
EBEABEZEMEIERTE - Bt NEERR
LREEER BEEAREIMKLEHRME  EF I
MEERE BERBRENHTR f%&ﬁ%’&i&i&f
THARRE BRMSEBERRRECENER -
BEENICESERS  HEEBERBMNNES -



Looking forward, the Group must be well prepared for the difficulties
it will face for a long period, continue to stabilise project, team and
management system as the top priority of this year's work, and make full
use of the opportunities arising from the rapid development of China’s
offshore wind power industry in recent years and seek to participate in
more wind power construction projects to lay a solid foundation for the

future development of the Group.

As a professional dredging service provider with years of experience,
no matter how daunting the challenge may be, the Group will adhere
to the dredging business and other marine business as our two principal
businesses, stay loyal fo our clients to provide them with quality service,

and generate returns for our Shareholders.

|, acting on behalf of the Board, express my utmost appreciation to
our shareholders, customers, and business partners for their long-term
confidence in and support for the Group, as well as my gratitude
towards our Directors, the management and all of our employees for their

commitment and effort to our growth.

Liv Kaijin
Chairman and Executive Director

27 April 2022
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Chairman’s Statement (Continued)
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BRAK  REBAREBHEENRARNBEIETD E
% MEBRBTEE RBEFOEREEERRADS
FIEMEFZE R ZOMNBIFERE LA
REREEEREERTFROKE  BRFN2HES
FEEHENERTE  AEENREERETREN
B S

AEBEELS—HEARZFERNBEXRERFREHR
EF o EWRBOMRE  RMASHEKBETHIZMEM
BEEMATEEL  EREMNEL  AEFRHE
SERY - YARRAERR -

AABRREFTERARMOBR  BEELRBRERBHH
LHBOHE  BRFLMA-—BEEELIFAEE R
BRERASRMNES EEERE2RETI —ER/RRMN
BRELER

FTERNTESE
2%
—E-_—_FWA=++tAH



Analysis

== TH = =A
= I:—EI:I?.I-FIH:H

—

K73 #r




Annual Report 2021 —EC-FFR 15

Management Discussion and Analysis (Continued)

OVERVIEW

The Group is primarily engaged in dredging business, which can be
divided into three main operating and reportable segments, namely,
i) capital and reclamation dredging business (the “CRD Business”); (i)
environmental profection dredging and water management business (the
"EPD and Water Management Business”); and [iii) other works operated
in marine sites such as hoisting wind power equipment, installing major
parts of docks and bridges, as well as laying underwater pipelines and
salvaging (the "Other Marine Business”). In addition, the Group has
set up property management business in respect of the management of
Xingyu International Houseware Plaza* (BIFFEIFR SR /E %) (formerly
known as Easyhome Yancheng Shopping Mall* B 2 REEIE) (the
"Property Management Business”).

FINANCIAL REVIEW

Revenue

For the year ended 31 December 2021 (the "Reporting Period”), the
Group recorded a substantial increase by about 35.3% in total revenue
from approximately RMB286.3 million for the year ended 31 December
2020 to approximately RMB387 .4 million.

As regards the CRD Business segment, revenue of approximately
RMBB8O.1 million was recorded for the Reporting Period, which
increased by about 12.2% when compared to that for the year ended
31 December 2020. The increase in revenue was primarily due to the
stabilisation prevention and control amid the COVID-19 in mainland
China and overseas during the year. As the production capacity of the
large-scale dredgers of the Group is mainly from the overseas countries,
yet the equipment replacement, the supply of repair materials and the
rofation and support of the key personnel of the operation and project
teams are all from mainland China, the pandemic has caused serious
impact on the operation of the Group for the last year.

BEEEN W R D@

ME
AKREIEHONERERS  HANEHAIHS /=@
TELERAUZHOE - N)ERREEREARE(NE
RENMEBRAREL]  (1BRERMKBERER
(MRREORFKBERER L) - Rlii)g LRIENEAM
IR MEANEEXREDER BENBRER 7<1¢2z
£ OKTERBREITHEIR(HEMEBEERK]) -

B - $‘§@?fﬁi@ﬁi?lﬂ”ﬁ)ﬁﬁ%(ﬁﬁ%E%Z%?ﬁ
WIE)RILTOMEERER((MEEREK]) -

Bt % [0 R

i 2

HE-_Z-_—F+-_A=+T—-RALFETHSH]) -
AEBSFGZEANERBE_FT_FTFT _A=1—
HIEFE®LHARME?286,300,000 7T K 17 04
35 3%EH AR 387,400,0007T °

REHRE - REREBESREAEB D BHEFUEOA
R#%80,100,0007t - ®RBE—_T_FTF+_H=1—
HIEFEOWRSIEMA12.2%  WamB ML EEHR
BAREINSFERAKINHIZECOVID- 19K - EHRE
E e HRAEBAIIZEMERI2REBN - MR
BEED  REMTYMENHRE  URKENELE
%l%ﬁ’ﬂiﬁ%}\éﬂi%}\%fﬂﬁﬁlﬁ A & 1F
HARE LFEZEETRRAEE
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TEARRIERER AR

Management Discussion and Analysis (Continued)

BEEEN W R D@

FINANCIAL REVIEW (CONTINUED)

Revenue (Continued)

Revenue of approximately RMB52.8 million was recorded for the EPD
and Water Management Business segment, representing a slight increase
of about 7.5% from its corresponding segment revenue for the year
ended 31 December 2020. The increase was caused by the desirable
works progress of cerfain environmental profection dredging projects as

COVID-19 was under control for the year in mainland China.

Revenue for the Other Marine Business was approximately RMB251.2
million, representing a increase of 58.0% as compared with the
corresponding period of 2020. The increase in revenue was mainly
due to a self-propelled fixed-crane vessel delivered during the Reporting

Period, it can grasp more business opportunities.

Revenue for the Property Management Business segment for the Reporting
Period was approximately RMB3.3 million, which decreased by about
52.4% from RMB6.9 million for the year ended 31 December 2020, due

fo decrease in occupancy rafe.

Operating Cost and Gross Profit

The Group's operating cost increased from approximately RMB329.9
million for the year ended 31 December 2020 to approximately
RMB352.5 million during the Reporting Period, representing a increase
of about 6.8%. The increase was primarily in line with the increase in

overall revenue.

The Group recorded a gross profit of approximately RMB34.9 million
for the Reporting Period as compared with a gross loss of approximately
RMB43.6 million for the year ended 31 December 2020. Gross profit
margin of 9% was recorded for the Reporting Period as compared
with a gross loss margin of 15.2% for the year ended 31 December
2020. The significant increase in the revenue brought by the rebound
from the outbreak of COVID-19 in mainland China and overseas, while
substantial costs such as depreciation of assets and maintenance of

equipment is fixed.

Net Other Gain

The Group recorded a net other gains of RMB22.1
Reporting Period as compared with a net other gains of RMB25.6 million

million during the

for year ended 31 December 2020, which was primarily caused by
decrease of gain an disposal of property, plant and equipment and

exchange gain for the Reporting Period.

B 7% B B (@)

&I
BREARKEEELESDHEBRADARE

52,800,000t KBE-_ZT=-_ZFF+-_A=+—H1
FERED UM S ERMILE L7 5% Wi T A n
BARARERFARZE  BETREKAREBERIESAN
ﬁ(o

Hi 5 EEBHEBREHARE251,200,0007T - i*
ZE T FRBAEMS8.0%  WREMDEZEBR
EEXNEAMESMARERHEEL - @EZIK%.;H«/{TE
BEZEH -

RBEME VEEEBEBEIBESRENDARE
3,300,000t REZE_T_FTF+_A=+—HIt
FEHKEARES 900,000 A452.4% - 17y
MR ETEE -

EEMARER

AEENEERABMBE_T_TF+ _HA=1—~8
IEFENHAREE329,900,0007TIE MK 6. 8% EHE
HFEMH AR 352,500,0007T - HRAEIE A &
B 2 BIE R -

AEBRBSHREKESENHARK 34,000,000
T MBE—T_TE+_A=+-BLEFERES
ERHAREA3,600,0007T « WE MG ER X
0% - MBE_T_TF+_A=+—BLFEAK
BEBEEIS52% - WA AEIEMIARBEAMEINE
COVID- 19 IEHER - MEEENE  RiBHERE
ERERAERFTE -

H ftb Y 55 7% 88
RESHE AEESBEMREFEARSE

22,100,000t - MBZE_T_TF+_HA=+—HIt
FEAUSGEMKEFEARKE25,600,0007T @ 173
TEARERSHE LEME  BEERRBZEE
PAR: I 3 W g w4
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Management Discussion and Analysis (Continued)

FINANCIAL REVIEW (CONTINUED)

Expected Credit Loss Allowance

As a prudent measure in managing the trade receivables, contract assets
and other receivables, the Company appointed an independent external
professional valuer to make an independent valuation and based on ifs
suggestion to reverse the allowance for expected credit losses on trade
receivables, prepayment and the confract assets of about RMB7 .5 million
in fotal for the Reporting Period (2020: recognise the allowance about
RMB150.0 million).

Impairment loss on property, plant and equipment

During the Reporting Period, a non-cash impairment loss of RMB50.8
million (2020: RMB254.0 millionjwas recognised on the property, plant
and equipment and the right-of-use assets, mainly attributable to the
continuing challenging market condition as an impairment indicator fo the

Group's businesses.

Gain on waived bond payable

On 30 March 2021, the Company repaid HK$98,359,241 [equivalent
to RMB83,145,000) to the Bondholder and such payment is treated as
the full and final sefflement of the Bonds. Subsequently, the entire bonds
payables was fully setfled and a gain on waived bonds payable of
RMB207,977,000 was credited to profit or loss for the year ended 31
December 2021.

Change in fair values of investment properties

The Group's investment properties represent property interests in a
shopping mall and factory properties that are held o earn rentals which

are measured using the fair value model.

The Group engages an independent professional qualified valuer to
perform the fair value valuation. The valuations of the Group's investment
properties were based on the income capitalization method by
capitalisation of nef rental income derived from the existing tenancies with
allowance for the reversionary rental income potential of the properties in

order to arrive at the fair value.

Using market direct comparable and taking info account of location and
other individual factors, the rental per square meter per month for the
shopping mall located in Yangcheng, the PRC is substantially decreased
during the Reporting Period, decreased in fair value of RMB103.5 million
[2020: increased in RMB19.4 million) is recognised.
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Management Discussion and Analysis (Continued)

BEEEN W R D@

FINANCIAL REVIEW (CONTINUED)

Marketing and Promotion Expenses

Marketing and promotion expenses for the Reporting Period was
approximately RMBO.5 million, representing a decrease of about 91.3%
as compared with approximately RMB6.0 million for the year ended
31 December 2020, which was mainly attributable to the decrease

in marketing and promotion activities resulting from the outbreak of

COVID-19.

Administrative Expenses

Administrative expenses for the Reporting Period amounted to
approximately RMB43.3 million, representing an decrease of about
42.7% from RMB75.6 million for the year ended 31 December 2020.
This was mainly due to the change of allocation of depreciation charge
of certain dredgers as operating costs instead of administrative expenses
resulting from such dredgers started to operate during the Reporting
Period.

Finance Costs

Finance costs for the Reporting Period amounted to approximately
RMB33.1

that for the corresponding period last year.

million, which decreased by about 23.8% when compared to

Income Tax Credit/Expense

Income tax expense decreased from approximately RMB12.0 million
for the year ended 31 December 2020 to an income tax credit of

approximately RMBO.6 million for the Reporting Period.

Profit for the Year

Influenced by the above factors as a whole, the net profit for the Reporting
Period was approximately RMB4 1.3 million, as compared to a nef loss
of approximately RMB537.4 million for the year ended 31 December
2020.

Earnings/(loss) Per Share

Earnings per share for the Reporting Period was approximately
RMBO.016 per share (2020: loss per share was approximately
RMBO.550).

Financial Management Policies

The Group in ifs ordinary course of business is exposed to market risks
such as currency risk and interest rate risk. The Group's risk management
strafegy aims to mitigafe the adverse effects of these risks on its financial

performance in full measure.
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Management Discussion and Analysis (Continued)

FINANCIAL REVIEW (CONTINUED)

As most of the Group's frading fransactions, monetary assefs and
liabilities are denominated mainly in Renminbi, which is the Group's
functional and reporting currency, and save for the Bonds and certain
bank borrowings and deposits denominated in United States dollars
and Hong Kong dollars, the foreign exchange gain recognised for the
Reporting Period was approximately RMB21.0 million (31 December
2020: exchange loss of approximately RMB22.2 million). The Group is
giving full attention to respond to the related foreign exchange rafe risks.

As current interest rates stay at relatively low levels, the Group has not
entered info any interest rate hedging contracts or any other inferest rate
related derivative financial instruments. Nonetheless, the Group will
continue to closely monitor its related inferest rate exposure.

Financial Position

As at 31 December 2021, the fofal equity of the Group amounted to
160.7 million (31 December 2020: approximately
RMB1,037.9 mlHlon]. The increase in total equity was mainly attributable

approximately RMB1
fo the gain on waived bond payable for the Reporting Period.

The Group's net current liabilities as at 31 December 2021 amounted to
approximately RMB194.4 million (31 December 2020: approximately
RMB557.4 million). The current ratio, which is calculated by dividing
current assefs by current liabilities, was 0.76 as at 31 December 2021
(31 December 2020: 0.52).

Liquidity and Financial Resources

The Group adopts prudent cash and financial management policies. In
order to achieve better cost control and reduce capital cost, the Group's
freasury activities are centralised and cash is generally deposited with
banks and denominated mostly in Renminbi and Hong Kong dollars.

Included in current assefs were cash and various bank deposits which
was about RMB32.1
representing an increase by about 9.4% as compared with that of
approximately RMB29.3 million as at 31 December 2020.

million in total as at 31 December 2021,

The Group's trade receivables as at 31 December 2021 amounted o
approximately RMB473.5 million (2020: approximately RMB497.2
million), representing a decrease by 4.8% when compared with that of
the corresponding period of the preceding year.

As at 31 December 2021
approximately RMB1, 1

, total liabilities of the Group amounted to
09.0 million (31 December 2020: approximately
RMB1,370.5 million). The Group's gearing ratio (calculated by inferest
bearing instruments (including bank borrowings, other borrowings and
bonds payable) divided by total equity) decreased to 46.1% (2020:
72.9%).
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Management Discussion and Analysis (Continued)
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FINANCIAL REVIEW (CONTINUED)

Charge over Assets of the Group

As at 31 December 2021, the Group's bank borrowings were secured
by charges over certain dredgers and land owned by the Group, a
property owned by a company in which Mr. Liu has beneficial interest
and personal guarantees by Mr. Liv and Ms. Zhou. There were also
infragroup charges between two of the Company's wholly-owned
subsidiaries as a result of the contractual arrangements, pursuant fo which
all economic benefits and risks arising from the business of Jiangsu Xingyu
Holdings Group Llimited* (T#kHFIZEAREEFR R F]) have been
transferred to Xiangyu PRC.

Material Acquisitions and Disposals
The Group had no material investments in or material acquisitions or
disposals of subsidiaries during the current year.

Capital Commitments and Contingent Liabilities

As at 31 December 2021, the Group had capital commitments of
approximately RMB80.7 million (31 December 2020: approximately
RMB@1.0 million), which mainly included the construction and decoration

costs of a hotel.

As at 31 December 2021, the Group did not have any material
contingent liabilities (31 December 2020: nil).
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Management Discussion and Analysis (Continued)

USE OF NET PROCEEDS FROM SHARE
ISSUANCE UNDER SPECIFIC MANDATE

Reference is made to the subscription of 508,240,000 new shares
of the Company (the “"Subscription”) by Mr. Liuv Kaijin, the chairman
of the Company, an executive Director and a substantial Shareholder,
details of which are set out in the Company's announcement dafed 14
January 2021 and the Company's circular dated 3 February 2021.
The following table sefs forth the sftatus of use of net proceeds from the
Subscripfion as of 31 December 2021

Intended use of proceeds
from the Subscription

RBRREFEREZHEERR
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Actual use of
Actual use of

proceeds during

the year ended  proceeds up to

31 December 31 December

Net proceeds 2021 2021
FRSRRER
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BERCERASE ZERERASH

HK$ million HKS$ million

B&ET B&E8T

Fr8RIERE
HKS$ million

—— £ s,

BH&E5T

To redeem the 2016 Bonds [note) o —ZT—XRFEHFWE) 98.4 98.4 98.4
General working capital —REEES 1.2 1.2 1.2
Total Est 99.6 99.6 99.6

Note: 2016 Bonds refer to 3% convertible bonds originally due 2016 issued by
the Company fo the Bondholder pursuant to the conditional subscription
agreement dated 28 October 2013 entered into between the Company
with the Bondholder and also a deed poll dated 8 November 2013
executed by the Company as amended and supplemented from time to
time by a framework agreement (as amended by a supplemental framework
agreement and a second supplemental framework agreement) and also
various amendment agreements fo such deed poll.
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Management Discussion and Analysis (Continued)
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BUSINESS REVIEW

The outbreak of COVID-19 during the year of 2021, it has disrupted
the overall business of the Group at different levels of time and regions
continuously. With the fact that both domestic and overseas economies
are still challenging and complicated, it is high pressure brought to the
Group. The Group's domestic businesses were affected by the lock-down
of various cities implemented in mainland China, resulting in the forced
suspension of all local operations until the gradual resumption of work.
Due to the logistics problem of material supply, the outofline replacement
of personnel and the frequent requests for work suspension by the local
governments from fime fo time, the construction schedules and the output
of the Group's overseas projects were affected throughout the year.
Following to the stabilising prevention and control, the Group is facing the

both opportunities and challenges.

The CRD Business is the Group's core business. The Group proactively
explored overseas markets in recent years and has actively undertaken
several dredging projects in Bangladesh, Myanmar and Thailand in the
Reporting Period. The increase in revenue generated by such business

segment was due o more overseas construction projects than last year.

The Group develops and expands the EPD and Water Management
Business segment proactively. The Group recorded a stable growth
in revenue during the Reporting Period, which was attributable to the
desirable works progress of certain environmental protection dredging

projects.

FE5 0

—E_—%F COVID-19RBEFRE  HETRARMRE
BEmELITEASEMNERER - Si0L  BANSE
SIMEBESIHAAMBEERBERREHNTE » A%
BRANARRER - AEEZBEAXBIIZ IR
8 MABHWEAWAEFET  ES5THEUBRFER -
HRMEHELRYREHEE  ABBRETR UK
EMBNTREEMERET - AEEEGIINEENT
REERELRFARERE - A - RIERAZEHX
2 NEBESSE RS - HETRARYRE -

EELEBRAEBRAEEBZZOER - REER
EF-—EREBRBRBENTS  ARBEMEESL N
Rk EEFRTHERLER - hEB D BE
AR EE M BERNEINERBERLEFES -

AEBIEBBERMBERRRIEIKBEEED
DB RBEHE  FEBZURRERELE - BT
RRE TRERGZR B EREMR -



Annual Report 2021 —EC-FFR 23

Management Discussion and Analysis (Continued)

BUSINESS REVIEW (cONTINUED)

Other Marine Business includes insfalling marine wind power equipment,
hoisting major parts of docks and bridges, laying underwater pipelines
and other works services. Due fo the rapid development of the marine
wind power constfructions in mainland China, the Group has built a
2,300+onned self-propelled fixed-crane vessel with a total investment cost
of RMB230 million, which is delivered during the year of 2021, it can

grasp more such business opportunities.

Xingyu International Houseware Plaza is a shopping mall, which located
at the administrative centre of Yandu District, Yoncheng City, Jiangsu
Province, the PRC and the core area of Yancheng National High-tech
Industrial Development Zone with a gross floor area of 75,600 square
metres, is mainly used for leasing under the Property Management
Business. The shopping mall was positioned as a largescale shopping
cenfer with domestic consfruction materials as ifs theme, offering one-stop
services from furniture, housewares to decoration materials to customers.
However, due to the lock-down implementation and decrease in the
occupancy rate, the revenues of property rental of the plaza was seriously

affected.

In addition 1o the operation and lease of shopping malls, the Group also
commenced fo construct a hotel located at the west of Caihong Road,
Yancheng City, Jiangsu Province, the PRC, with a gross floor area of
20,000 square metres. Currently, the related construction works of the

hotel still in progress.

PROSPECTS

Following to the stabilising prevention and control amid the COVID-19,
the Group will continue to consistently and actively monitor market
conditions, take appropriate actions to alleviate the negative impact
of the pandemic on the Group's business and performance, strengthen
project cost control, and continue to stabilise construction projects,

operation team and management system.

Meanwhile, the Group continuously adopts a robust and prudent
operating sfrategy fo ensure an effective control of various possible

operational risks as well as to speed up the collection of receivables.
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PROSPECTS (CONTINUED)

For capital operation, based on the progress of its substantial construction
projects including the operating progress of the overseas projects, the
Group will actively identify and materialise healthy and feasible financial
plans, such as strengthening the collection of the receivables and
enhancing the capital structure of the Group, so as to satisfy, support and

meet the Group's business development.

The Group has taken timely and active prevention and control measures
to ensure the health and safety of all employees, and to accumulate

strength for the recovery and development of the Group,

EMPLOYEES AND REMUNERATION POLICY

The sustained development of our business leverages on the ongoing
contributions by our employees. The Board considers employees the
Group's most valuable wealth and is committed to improving their
growth environment, providing them competitive remuneration packages
and safeguarding their health and safety. As af 31 December 2021,
the Group had 522 (2020: 454) employees. The tofal staff cost for
the Reporting Period was about RMB56.7 million (2020: RMB51.5
million). The Group's remuneration policy is basically determined by the
Direcfors based on the performance of individual employees and market
conditions. In addition to salaries and discretionary bonuses, employee
benefits include pension confributions and options which may be granted

under share opfion scheme.
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Directors’ and Senior Management's Profile

BOARD OF DIRECTORS

Executive Directors

Mr. Liv Kadijin, aged 61, the founder of the Group, was appointed
as a Direcfor on 31 May 2010, was re-designed from a Director 1o
an executive Director on 24 May 2011, was re-designed from a joint
chairman to the chairman of the Board on 23 September 2016 and was
appointed as the chairman of the Nomination Commitiee on 8 March
2019. He was the chief executive officer of the Company for the period
from 24 May 2011 to 5 January 2017. Mr. Liu is the spouse of Ms.

Zhou, an executive Director.

Mr. Liv completed his secondary education in 1977. In 2003, Mr. Liu
obtained a cerfificate as a senior construction engineer from the Human
Resources Bureau of Yancheng City* (BT AE ). As his experience
and knowledge in the PRC dredging business grew, Mr. Liu established
Jiangsu Xingyu in 2007. Mr. liu has been working in the dredging
industry of the PRC for over 20 years.

Mr. Liv is the chairman of Jiangsu Xingyu and Huaian Shi Xiangyu
Technology Microfinance ltd.* JEZMAFRENEERER A H)
and the chairman and general manager of Xiangyu PRC, Jiangsu Xiangyu
Water Management Company Llimited* (IEAFKIBEERQF),
Xiangyu Environment Protection, Jiangsu Fengyu Property Development
Co., Ud* (IHEFEFE AR AR, Jiangsu Xingyu Commerce Co. Lid. *
VIEREFEFAR AR, Jiangsu Lifu Infrastructure Construction Co.,
Ud.* (I8 1= ERREEFAER AR, Jiangsu Xiangyu Environmental
Protection Industry Development ltid.* [I#AFRREFERERA
A]) ("Xiangyu Environmental Protection Industry”) and Jiangsu Xingyu
Environment Protection Company limited* (IEREFEZRIRE R
A 7]); and has been responsible for overseeing their daily operations
and planning their business strategies. Other than the above mentioned
companies, Mr. Liu is the director of Power Wealth Group (BVI) Limited,
Ever Universe Holdings Limited, Power Wealth Engineering Llimited and
Million Able International Limited. He is also a director of Wangji Limited,

being a substantial Shareholder.

Please refer to the "Directors’ Report” for details of his discloseable

inferests in the Company under the provisions of the SFO.
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BOARD OF DIRECTORS (CONTINUED)

Executive Directors (Continued)

Mr. Wu Xuze, aged 55, has been appointed as an executive Director
and the chief executive officer of the Company on 5 January 2017.

Mr. Wu graduated from the Party School of Jiangsu Committee of the
Communist Party of China* (FF#)I# & Z Z ) and obfained fertiary
education qualification in economic management. Mr. Wu has invested
in and managed various companies in the PRC and has acted as
chairman, general manager and director of those companies. He has

over 10 years of experience in investment management.

Ms. Zhou Shuhua, aged 59, was appointed as a Director on 18
August 2010, and was re-designed as an executive Director on 24 May
2011. Ms. Zhou is mainly responsible for general administrative work of
our Group. She is the spouse of Mr. Liu, the chairman of the Board and

an executive Director.

Ms. Zhou graduated from The Correspondence Institute of the Party
School of the Central Committee of the Communist Party of China*
(R AR R BRI 2R, the PRC in December 1999 and obtained
a graduation cerfificate for undergraduate courses in administrative
management. She also obtained a graduation certificate for
undergraduate courses in broadcasting in May 2001 from Nanjing
Normal University* (F3 AT #E K2, the PRC.

Ms. Zhou acts as a Director for Jiangsu Xingyu, Xiangyu Environment
Protection, Xiangyu Environmental Protection Industry and Jiangsu

Jiaolong.

Please refer to the "Directors’ Report” for details of her discloseable

interests in the Company under the provisions of the SFO.
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Independent Non-executive Directors

Mr. Huan Xuedong, aged 71, was appointed as an independent
non-executive Director on 25 April 2012. He is also the member of the

Audit Committee and the Remuneration Committee.

Mr. Huan graduated from the Correspondence Institute of the Party
School of the Central Committee of the Communist Party of China
(AR AP R ER K ZRT), the PRC with a graduation certificate for
undergraduate courses in party administration. He also completed his

postgraduate studies in Applied Sociology in Nanjing University (F F A
).

Mr. Huan served as the Head of Bureau of Township Enterprises of
Yan Cheng City* (B4 #8825 /B), the Head of Bureau of Water
Management of Yan Cheng City* (B&3 7K F/B) and the chairman of
the Agricultural and Water Enferprises Association of Yan Cheng City*
(B T R E).

Mr. Chan Ming Sun Jonathan, aged 49, was appointed as an
independent non-executive Director in 30 November 2012. He is a
member of the Remuneration Committee and the Nomination Committee

and the chairman of Audit committee.

Mr. Chan graduated from the University of New South Wales, Australia
with a Bachelor of Commerce degree in Accounting and Computer
Information Systems. Mr. Chan is both a member of the Hong Kong
Institute of Certified Public Accountants and Certified Public Accountants,
Australia. He has extensive working experience in accounting, investment
and corporate finance. Mr. Chan worked in an infernational accounting
firm for about five years and currenﬂy, he is an investment manager of

Sprint Asset Management Limited.
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BOARD OF DIRECTORS (CONTINUED)

Independent Non-executive Directors (Continued)

Mr. Chan is currently an independent non-executive director of Aceso Life
Science Group limited (stock code: 474, Changhong Jiahua Holdings
Limited (stock code: 3991) and Hao Tian International Construction
Investment Group Limited (stock code: 1341) whose securities are
listed on the main board of the Stock Exchange. Mr. Chan acted as an
independent non-executive director of Shenyang Public Utility Holdings
Company limited (stock code: 747) for the period from 12 February
2015 to 8 September 2020, whose securities are listed on the main
board of the Stock Exchange, and Life Concepts Holdings Limited, (stock
code: 8056 for the period from 14 July 2016 to 12 December 2018,
whose securities are listed on the GEM of the Stock Exchange. Mr. Chan
was an independent non-executive director of Fujian Nuogi Co., ltd.
(stock code: 1353, whose shares were delisted from the Main Board
of the Stock Exchange with effect from 8 February 2021), Grand Peace
Group Holdings Limited [stock code: 8108, whose shares were delisted
from the GEM of the Stock Exchange with effect from 27 August 2021)
and Up Energy Development Group Llimited [stock code: 307, whose
shares were delisted from the Main Board of the Stock Exchange with
effect from 5 January 2022) (note).

Note:  The appointment of Mr. Chan Ming Sun Jonathan as an independent
non- executive director of Up Energy Development Group Limited [stock
code: 307) (“Up Energy”) is under dispute. For details, please refer to
the relevant announcements of Up Energy.

Mr. Liang Zequan, cged 53, has been appointed as an
independent non-executive Director, a member of the Audit Committee,
the chairman of Remuneration Committee and a member of the
Nomination Committee on 23 September 20106,

M. liang has been the chairman and secretary of the Communist Party’s
committee of Jiangsu Renhe Zhongheng Consulting Group* (L& =K
AR E). He is also an independent non-executive director of
Jiangsu Gaohe Infelligent Equipment Co., Ltd. (stock code: 831787,
a company listed on the Shenzhen Stock Exchange. He held various
positions including the chairman, secretary of the Communist Party’s
general subdivision committee and general manager of Chengnan
Branch of Jiangsu Renhe Zhongheng Engineering Consulting Real Estate
Valuation Co., ltd* (ITER{CARFE T EFZBEHEMERR LT,
the chairman of Jiangsu Renhe Zhongheng CPA Llimited* [T&R (=R
ErestAEBFT AR AT, the chairman of Yancheng Renhe Capital
Construction Investment Valuation Co., Ltd* (EEI{C REAE R EH
BEBAAMR AT and the vice chairman of Yancheng Zhengdao CPA
limited* (BB IE3E @ T RIS HEPTARRAR]). Mr. liong graduated from
Yancheng Institute of Technology and obtained the Industrial and Civil
Building Engineering professional qualification. He is a PRC principal
senior economist with the qualifications of PRC certified engineer, asset
appraiser and real estate appraiser.
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Independent Non-executive Directors (Continued)

Mr. liang currently serves as a member of the 12th session of the
committee of the Chinese People's Political Consultative Conference of
Yancheng City, Jiangsu Province* (FBIARBUAHE @@ L4 B
WMETZIEZE®ZE), the vice chairman of Jiangsu Province Real
Estate Appraisers and Agenfs Association* (LER 5 i (h 8 BLAC 4D
#€), an expert of Jiangsu Cost Advisory Expert Committee* ((L#F&
BEEBHAEKREZEE R, an executive director of Registered Accountants
Association of Yancheng City, Jiangsu Province* (L& & i st e
FTRM%E), a special auditor of Audit Bureau of Yancheng City, Jiangsu
Province* (T &k & B 25T /3), the vice chairman of Junior Chamber
of Commerce of Tingfu District, Yancheng City, Jiangsu Province* [{L#k
BEI T =R S F L), the vice chairman of Association of Forensic
Sciences of Yancheng City, Jiangsu Province* ((L#R& B Al X2 E
#%&) and the vice chairman of Federation of Industry and Commerce of
Yancheng City, Jiangsu Province* [L#& B TR ¥HE ).

SENIOR MANAGEMENT

Mr. Xu Wenyue, aged 50, joined the Group in October 2011 and
is the chief financial officer of the Company. He is the head of accounting
department of the Group and is responsible for overseeing the daily
accounting and financial matters of the Group, both in the PRC and Hong
Kong.

Mr. Xu graduated from the profession of accounting of Nanjing Economic
Institute™ (F RALEERLT) in 1999, Mr. Xu is a senior accountant in
the PRC (FEI S 2=HAM) and both a member of the Chinese Institute
of Certified Public Accountants (FREIFEft&5HAT1#%E) and the China
Certified Tax Agents Association (Bl B RE5AD#%&). Prior to joining
the Group, Mr. Xu worked in a listed group in Hong Kong as a financial

controller.

Ms. Ding Jiying (T #% % 1), aged 4/, joined the Group in
December 2011 as the infernal control officer. She is responsible for

overseeing the infernal control matters of the Group.

Ms. Ding passed the examinations of the PRC Accountant Examination
(Intermediate level)* (2B HEFTAIZH) and Nanjing University
of Finance and Economics* (ARETEAE) in 2000 and 2007,
respectively, and awarded with the Bachelor of Management. She is
qualified as a PRC Certified Accountant* (2 EIZEM&5HET) and China
Real Estate Appraisers* (% B3 55 2 ERM).
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SENIOR MANAGEMENT (coNTINUED)

Ms. Ding has about 18 years' experience in accounting, financial and
internal control aspects. Prior fo joining the Group, she has worked in
certain sizeable enterprises as financial manager and also worked in
the auditing and business consulting division of a PRC accounting firm,
mainly responsible for internal control review engagements.

Mr. Wang Julin (E%M%EE), aged 70, joined the Group as the
chief engineer in August 2010, and is responsible for the management
of the engineering department of Jiangsu Xingyu. Mr. Wang studied
the profession of ports and waterways at Hohai University {78 X 22
of the PRC (formerly known as East China Technical University of Water
Resources (ZEHRIKFIEERL)) from 1974 to 1978. He was awarded the
Certificate of Senior Engineer in waterways engineering by the Ministry
of Communications (¥ &) (now known as the Ministry of Transport
(ZimiEHE)) in 1998 and was awarded the Certificate of Registration

of Constructor of First Class by the Ministry of Construction (#£%#E) in
2008.

Mr. Wang has over 30 years of experience in the implementation,
management and administration of waterways engineering. Before
joining the Group, he worked for the engineering department of
Changjiang Wuhan Waterway Engineering Company* (&L E
MBI B) for about 15 vears and has held the positions of officer
and project manager. He has been responsible for sizeable dredging
projects in the PRC. Thereafter, Mr. Wang worked in a subsidiary under
Changjiang Wuhan Waterway Engineering Company* (/L EM
BT EB) as a manager for about three years. In 1996, Mr. Wang
rejoined Changjiang Wuhan Waterway Engineering Company for
about eight years and has held the positions of deputy chief and chief
of the engineering and business department and deputy chief engineer
[constructor of first class). He has been responsible for the inspection,
negotiation and overseeing of various projects and entering info of
relevant contracts.

SREERE @

TEZLHBEHTNFNE  MBRAMEELR -
MAXREER  THRETEETRECEEEHBER
B TRPE-MEstMmEEANET  EXEEER
AEBTIE  TEBENFEIENTIF -

IRMEE 70 RZZE—Z2FN\AMALXEER -
AERIREM BEEBRIHEFNIRIT - T4
R—NEtEEE-NAENFRPEFEKRE(FIEE
RKFER)EEBLEARMBEEE - RR—NNNFE
B (ABMBEGM) EEMET RSN TRME
EAUR_ZTTNFEERPRE —QEEMEME

o 1

ITRAEBEBB=TFMRBIRET  BFERITEL
o MAXREEZA  RERIRNEMBIRERTF
MTHFE THEMBRBERELE  AEREHTEX
BOWELXER - Hi2 - ERERKRIRNERBEIRER
M—XMBRAREERBEN=F R—hh<F X
FEBRRINEMEIEZBIEONG  GHEET
B ARLEHBEBMEREMRARBAIREMN(—REE
) - REBEHE ARKERSERBELRZFR
BRI MEEEH -



The Board is pleased fo present the corporate governance report for
the Review Period. This report describes how the Group has applied its
corporafe governance pracfices to its daily activities.

CORPORATE GOVERNANCE CODE

The Group's corporate governance framework bases on two main

beliefs:

o We are well-committed to maintaining good corporate governance

pracfices and procedures; and

e We recognise the need to adopt practices that improve ourselves

continuously for a quality management.

The Group has applied these principles and adopted all code provisions,
where applicable, of the CG Code contained in Appendix 14 to the
Listing Rules as our own code of corporate governance. The Direcfors
consider that the Company has complied with all applicable code
provisions under the CG Code.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as the Company’s code
of conduct for dealings in securities of the Company by the Directors. In
response fo specific enquiry made by the Company, each of the Directors
confirmed that he/she had complied with the required standard of
dealings and the code of conduct regarding securities fransactions by the
Directors throughout the Review Period.

CONSTITUTIONAL DOCUMENTS

Amendment to the memorandum and articles of association of the
Company was made during the Review Period. For details please refer

fo the Company's constitutional documents announced on 1 Sepfember

2021.
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BOARD OF DIRECTORS

Board Composition

As at the date of this annual report, the Board comprises three executive

Directors and three independent non-executive Direcfors.

Composition of the Board and its changes during the Review Period and

up fo date of this annual report are as follows:

Executive Directors:
Mr. Liv Kaijin

Mr. Wu Xuze

Ms. Zhou Shuhua

Independent non-executive Directors:
Mr. Huan Xuedong

Mr. Chan Ming Sun Jonathan

Mr. liang Zequan

The biographical details of the incumbent Directors and the relationships
among them are set out in the section headed “Directors’ and Senior

Management's Profile” of this annual report.

The Board believes that it has a balanced composition of executive
Directors and independent non-executive Directors and there is an
independent element on the Board, which can effectively exercise
independent judgement. As at 31 December 2021, the Company
has three independent non-executive Directors who provide the Group
with adequate check and balance. Each of them is considered to be
independent and has complied with the provisions set out in rule 3.13
of the Listing Rules. All of them are identified as such in all corporate
communications that disclose the names of the Directors. Their functions
are not only limited to a restricted scope and they have contributed fo the
Group with diversified industry expertise, and advised on the Group's

management and proceedings.

One of the three independent non-executive Directors, namely Mr. Chan
/\/\ing Sun Jonathan, has professiono| quo|ificoﬁons in accounting or

related financial management expertise.
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Responsibilities of the Board and Delegation

The Board is responsible for the approval and monitoring of the Group's
overall strategies and policies, approval of business plans, evaluation of
its performance, overseeing the management and in charge of corporate
governance function. It is also responsible for promoting the success of the

Group and its businesses by directing and supervising the Group's affairs.

The Board delegates day-to-day operations of the Group to executive
Directors and senior management while reserving certain key matters
for its approval. Board committees for specific functions are also set
up fo ensure efficient Board operations. The respective functions and
responsibilities reserved fo the Board and those delegated to Board

committees have been clearly set out in their respective terms of reference.

Decisions of the Board are communicated to the management through

executive Directors who have atfended the Board meetings.

Corporate Governance Functions

The Board is responsible for performing the corporate governance duties

of the Company including:

[a)  to develop and review the Company’s policies and practices on

corporote governance,;

(b) to review and monitor the fraining and continuous professiono\

development of the Directors and senior management;

[c]  to review and monitor the Company's policies and practices in

compliance with legal and regulatory requirements;

[d)  to develop, review and monitor the code of conduct and
compliance manual [if any] applicable to employees and the

Directors; and

le]  to review the Company’s compliance with the CG Code and

disclosure in the corporate governance report.

During the Review Period, the Board reviewed the compliance with the
CG Code and the disclosure in this corporate governance report and the

training and continuous professional development of the Directors.
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Chairman and Chief Executive Officer

The roles of the chairman and the chief executive officer are segregated
and are held by Mr. Liv Kaijin and Mr. Wu Xuze respectively. Mr.
Liu Kaijin, being the chairman, is responsible for the management of
the Board and Mr. Wu Xuze, being the chief executive officer of the
Company, is responsible for the day-to-day management of the Group's

businesses.

Appointments, Re-election and Removal of
Directors

Each of the executive Directors is engaged on a Direcfor’s service
contract with the Company. The lefters of appointment of independent
non-executive Directors also sef out the specific terms and conditions
relative to their respective appointment. All remuneration paid to
executive Directors are covered by respective service contracts, and all
remuneration paid to independent non-executive Directors are covered by
respective lefters of appointment. Defails of the terms of appointment of
the Directors are disclosed in the section “Director’s Service Confracts” of

the Directors’ Report in this annual report.

Pursuant fo the Arficles, any Director appointed by the Board shall hold
office until the next following general meeting of the Company and shall
then be eligible for re-election. Also, pursuant fo the Articles, at each
annual general meeting, onethird of the Directors for the time being (or, if
their number is not three or a mU|Tip|e of three, then the number nearest to
but not less than one-third) shall retire from office by rotation, provided that
every Director (including the independent non-executive Directors) shall be

subject fo refirement by rofation at least once every three years.

Board Meetings

The Group adopted the practice of holding Board meetings for executive
Directors regularly and holding Board meetings that included both
executive Directors and non-executive Directors at least four times every
year. The Board will also meet on other occasions when a boardevel

decision on a particular matter is required.

Generally, at least 14-days’ notice for the Company's regular Board
meefing, and reasonable time for all other meetings, would be given
prior fo such meetings. Agenda for a meeting are sent to all Direcfors
prior to the meeting. The Directors will receive details of agenda items for

decision at least three days before regular Board meetings.
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Board Meetings (Continued)

The Directors consider and approve the Company’s matters by way of
written resolutions circulated fo them as and when necessary. If a Director
has a material interest in a matter to be considered by the Board, a
physical meefing will be held to discuss the matter instead of seeking

Directors’ written consent by way of circulation of written resolution.

In order fo ensure that Board procedures, and all applicable rules and
regulations are followed, all Directors are able to access the Company's
company secrefary for advice from time to time. Moreover, upon
reasonable request, the Directors will be able to seek independent
professional advice in appropriate circumstances at the Company’s
expense. All Directors were given an opportunity to include matters in the

agenda of meetings for discussion.

To ensure a competent Board operation, all Directors gave sufficient fime
and atfention o the affairs of the Group during the Review Period. During
the Review Period, five Board meetings [excluding delegated committees’

meetings) were held and attendance of each Director is sef out as follows:
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Number of
meetings held

Number of during term
Name of Director attendance of office
EHRBTEEN
EEHS HERE RE
Executive Directors HITEF
Mr. Liu Kaijin 2R s 5 5
Mr. Wu Xuze RIBESTE 3 5
Ms. Zhou Shuhua FEREL L+ 4 S
Independent non-executive Directors BUHNITEE
Mr. Huan Xuedong BEREYE 5 5
Mr. Chan Ming Sun Jonathan PR 86 48 55 5 S
Mr. liang Zequan RERFE 4 S

Minutes of Board meetings and meetings of Board committees are kept
by the company secretary or other duly authorised person. All minutes are
open for inspection by any Direcfor on reasonable notice. Such minutes
are recorded in sufficient defail of the matters considered and decisions
reached. Draft and final versions of minutes of Board meetings are sent fo

all Directors for their comments and records.

SECCURESZECSUNSREREAARE
FEEREROEBALRE - FARRRNESR
BOTIRANESSY - XS e RN B0
EEEHEEREHORE - EFRRERBODRH
RRKERERATHEES  URRSEHERLR
R -
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TEERRE @

BOARD OF DIRECTORS (CONTINUED)

Directors’ Training

As part of an ongoing process of directors’ training, the Company
updates Directors on the latest development regarding the Listing Rules
and other applicable regulatory requirements from time to time, to ensure
compliance and enhance their awareness of good corporate governance

practices.
According to the Directors’ training records provided to the Company,

the training undertaken by all Directors during the Review Period is

summarised as below:

Name of Director

EEE @)

EEEI

EREZERFERI &5 ARATHAESRRH
BERLTARREMEREEREIZHER - AR
REZFETRZEFRINRESEHYRFICEERERZ
R -

REARAEFSZEEHRICE  MEEERNEES
RS EIRmT

Reading materials and/or
attending training courses
relevant to the Company’s
business, to their duties and
responsibilities and/or to
corporate governance or
regulation

MER, AEEREEE
KARFEH - WENBBER
BER REEEARREZ

EEHR MRRRITHIRE
Executive Directors: HITEE -

M. Liv Kaijin 2R L E v
Mr. Wu Xuze RIBZESE v
Ms. Zhou Shuhua BREZ LT v
Independent non-executive Directors: BUIEHITESE -

Mr. Huan Xuedong BERELE v
Mr. Chan Ming Sun Jonathan PREALE S HE v
Mr. liang Zequan RERSEE v

Orientation is provided to newly appointed Directors [if any) upon
their appointments. Each of them will receive a director's manual from
the Company which contains a package of orientation materials on
the operations and businesses of the Group, together with information
relating to the duties and responsibilities of directors under the Listing Rules

and sfatutory regulations.

AARERFEEEST(WE)BZERB I ZRERME
Bile REKZEE-—DARBNESZTM EPH
E-RIEBAREZEREBNDHER - AR E
LTFRAREERETNEERERETABANER -
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BOARD COMMITTEES

Remuneration Committee

The Company has set up a remuneration committee with specific terms
of reference with appropriate modification when necessary, which state
clearly its authority and duties. To make consistency of the Remuneration
Committee’s terms of reference with such terms of reference of other
Board committees, the Board adopted the current terms of reference of the

Remuneration Committee in January 2019.

The principal responsibilities of the Remuneration Committee include
making recommendations to the Board on the Group's policy and
structure for all remuneration of Directors and senior management and
reviewing the specific remuneration packages of all executive Directors
and senior management by reference fo corporate goals and objectives

resolved by the Board from time to time.

During the Review Period, the Remuneration Committee conducted review
of the remuneration policy and structure of the Directors and senior
management which took into account the prevailing market condition and
the responsibilities and performance of individual members. No change
to the terms was proposed fo the Board by the Remuneration Committee.
Further, the Remuneration Committee made recommendations to the
Board on the remuneration packages for the executive Directors and the

independent non-executive Directors during the Review Period.

Pursuant to code provision B.1.5 of the CG Code, the remuneration of
the members of the senior management by band for the Review Period is

set out below:

In the band of
Ex-l

TEERRE @

EEZEE

FMWEES
ARBEKRIFMEES  AHEFENBELE(L
2RGELESENR)  BFRIAEBENREBE - A
YNz EenRBERER AN EESZ 8o BER
E—2 ZFeR _Z-hF-AKRMRKNFHNE
BEeRERE -

FHMEZE eI ERECENAEREERSRNEE
ENZRBFMBRRRBRESSREZE AR
EFeTRAIUNECESHLRAEMEN2BUTE
ERRREEEBNEFEFMNEFE -

CIEME  FHEE RN TEERSRERENS
R R 2848 - BB R IRBE RIRIT ™ORN K {E 5
REMBELRERR FMEESUBRNEFTSREE
BEBER - U FTHEZE RO EYEANTE
ERBUNNTEECFNTBERNESSFLERE

22
e

REBGREATANTUHRXB .S SREEERE
BHRZERE D 2HFMEINWT

Number of individuals

BEAH

Nil to HK$ 1,000,000 T%1,000,000%7T
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BOARD COMMITTEES (cONTINUED)

Remuneration Committee (Continued)

During the Review Period, one committee meeting was held and the

affendance of each member as fo the said meetings is sef out as follows:

TEARRIERER AR

EEZEZ 4@
FMZEES @)

%@@%ﬁv%ﬁT—mééﬁéﬁ’%ﬁéﬁﬁt
MERABEREINNT

Number of
meetings held

Number of during term

Name of Director attendance of office
EHRELT
EEpE HERE EENRE
Independent Non-executive Directors: BUIHTESE :
Mr. Huan Xuedong BERTE 1 1
Mr. Chan Ming Sun Jonathan BREQIESEA 1 1
Mr. liang Zequan* RIERI 1 1
* Mr. liang Zequan acted as the chairman of the Remuneration Committee. & RERFERFHNEEEGLE -

Nomination Committee

The Company has set up a nomination committee with specific terms of
reference with appropriate modification when necessary, which state
clearly its authority and duties. To keep the Nomination Committee’s terms
of reference in line with the Listing Rules amendments relating to director
nomination policy, the Board adopted the current terms of reference of the

Nomination Committee in January 2019

The principal duties of the Nomination Committee include reviewing
the size, structure and composition of the Board, identifying individuals
qualified to become Board members, making recommendations to the
Board on the appointment or re-appointment and succession planning
of Directors, and assessing the independence of the independent

non-executive Directors.

REZEE
ARBEKIIREBZEZES @ WHIERFENBESE (L
2RGELESENR)  BFRIAEBERBE - B
?E%é%ﬁﬁﬁﬂﬁ%ﬁéﬁﬁlﬁétﬁiﬁﬁ‘J*ﬁ?ﬁ%%%%B{
RZER] i%AEEAfT NEFE—ARAREFNIE
AL BEERERE

REZBEENIZRECERIEZINRE 2B
REK YESERETESFHOALT REZEHNEE
FEMEZERETASRNETSEHEREZS AR
FHEBIERTEENBILIL
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Nomination Committee (Confinued)

The Company recognises and embraces the benefits of diversity of the
Board members. The following measurable obijectives for the purpose of

implementation of the board diversity policy are adopted:

a)  at least 40% of the members of the Board shall be non-executive

directors or independent non-executive directors;

(o)  at least 65% of the members of the Board shall have attained

bachelor's degree or above;

() at least 30% of the members of the Board shall have obtained

accounting or other professional qualifications;

d)  at least 75% of the members of the Board shall have more than

seven years of experience in the industry he is specialised in; and

le)  atleast 50% of the members of the Board shall have China-related

work experience.

Under the director nomination policy of the Company, when making
recommendations to the Board relating to the appointment or re-
appointment of proposed Directors, the Nomination Committee shall take

into the following factors:
[a)  character and integrity of the proposed Directors;

[b)  qualifications including skills, knowledge, experience, and
professional expertise possessed by the proposed Directors that are

relevant fo the operations of the Group;

[c)  the proposed Directors’ willingness to devote adequate time
to discharge duties as a member of the Board and the Board

committees;

[d)  diversity in all aspects, including but not limited to gender, age,
cultural and educational background, professional qualification,

skills, knowledge and experience;

le)]  requirements of the proposed Directors’ independence set out
in rule 3.13 of the listing Rules for nominating an independent

non-executive Director; and

[l any other relevant factors as may be determined by the Nomination

Committee or the Board from time to time.

{L\"M\Aiﬁn ,.E)

EEZEZ )

RBRE2ZES @)

ARRHBAYREEEEXNESTILETRRZE
@ REBEFTSLICEE WA TAIHERE

(o) EDAOREEEKEBBRIFATESHE LI
TEE:

(b) EDOSIELEEXNERESELHIALRM

c) ELOVEFEXNERARGSETHHEHMBERE

\\\

(d ZD75%EBEFGKERA ERITERNEALF

A &S &
le] ELSOFEFEXBAEARTEMEEIFLR -
RIBARRAEFRABR h%iiA?ﬁéﬁié%ﬁ
ZERBEFAEFSEHEBRZRE  BEENAT
ESEE
(o) EEREEFHN DG ERT
b) FREEFEHRENERBREAEEXBKHEAOR

BE - AR KBRREXRAE

[c) EEREFREARBEHNKHEBTEIRESES
REZEEZEEKNENRE

d EFERZHENZTL  SEETERER -
Fie - XEHNHEES - EEER - XL - A&
&R

le] EREZ/BIYUFNTEENEEEZELANTAL
MRAES I SEAEHBILIERTE &

() REZEESEFSTHRENEFNEGCERR
=
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BOARD COMMITTEES (cONTINUED)

Nomination Committee (Confinued)

The Nomination Committee has reviewed the size and composition of the
Board and the independence of independent non-executive Directors and
also made recommendations to the Board in relation to the reappointment
of the refiring Directors for the Review Period. The measurable objectives
set out above for the purpose of implementation of the board diversity

policy are achieved.

During the Review Period, one committee meeting was held and the

aftendance of each member as to the said meetings is sef out as follows:

EEZEZ 4@

RBRE2ZES @)

BESYE  EL4ZEeR RN EEE MRS RAR
EBURTEENBIYE  URENEERAES
MEEELRERSE  ALTCERAREESES
ZIAL R MR EN Lozt = BZ -

REBHE £#77 - RZE2g€%  SKEHEL
pul-= %E’\JI%/R%WJZIDT-

Number of
meetings held
Number of during term
Name of Director attendance of office
EHRET
EEpE R E BRNRE
Executive Director: HITESE -
Mr. Liu Kaijin* 2 1 1
Independent Non-executive Directors: BIIFHITESE -
Mr. Chan Ming Sun Jonathan PREQLE S & 1 1
Mr. liang Zequan RERTLE 1 1
g Mr. Liv Kaijin acted as the chairman of the Nomination Committee. g BIMEXRERIREEEGER -
Audit Committee EREES

The Company has esfablished an audit committee with specific written
terms of reference with appropriate modification when necessary. To
keep the Audit Committee’s terms of reference in line with the Listing Rules
amendments, the Board adopted the current terms of reference of the
Audit Committee in January 2019.

ARARCKIEZZES  YHEFENE@BAESR
B(RUEEEEHESER) AEEXZESNR
BHBENE MR BT EFECR_F—IF
—ARMRENEZZESRERE -

Hﬂn}
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Audit Committee (Continued)

The major role and function of the Audit Committee are to ensure the
maintenance of proper relationship with the Company's auditor, the
establishment of proper review and confrol arrangements relafing to
internal control and risk management systems, financial reporting and the

compliance to applicable reporting requirements.

The Audit Committee reviewed the consolidated financial statements
for the six months ended 30 June 2021 and consolidated financial
statements for the Review Period of the Group, including the Group's
adopted accounting principles and practices, the confinuing connected
fransactions of the Company, internal control systems and financial
reporting matters (in conjunction with the external auditor for the annual
results). The Audit Committee also monitored the effectiveness of the
external audit and oversaw the appointment, remuneration and terms
of engagement of the Company’s external auditor, as well as its
independence. The Audit Committee endorsed the accounting freatments
adopted by the Company and, to the best of its ability assured itself that
the disclosures of the financial information in this annual report comply
with the applicable accounting standards and Appendix 16 fo the Listing
Rules.

As at 31 December 2021, the Audit Committee comprised three
independent non-executive Directors and regular Audit Committee
meetings were held pursuant fo its ferms of reference. During the Review
Period, three committee meetings were held in the attendance of the
external auditor, and the attendance of each member as to the said

meetings is set out as follows:

TEERRE @

EEZEZ )

ERXEES @)

ERZBEEMNI2RE LRGSR EA QR XA
BEREBEE RBEABEZERERERSE B
WEREBTERARSREELELE R REEL -

ERLZEEEENAEEBE T _—F R A=TH
EREANGAEMBERE MO BBENES B R
X BRASERANEFARAIRED  ARERKE
BERS  AMEREMNERYEREEE (RN
ZEE—RAEHNFERSE)  -FRZBETERINEE
TR R H AR RRINEZBENNRAE - F B - BBME
FRREBIMETEE BERZESERARAR
MG REN L YERIBERAFREENTE
AR AERMEER R LR+

RIE-—F+-A=+—H BERZEEGEE=%
BYFATES  UYREBELETHRITEZZE
eF  c NEEHE  E/IMNEEZBEALFEANRERITER
TT=ZRZEg8#% SKELFLEEZNBERAH
SR -

Number of
meetings held

Number of during term

Name of Director attendance of office
EHRELT

EEnR H IR EE LN

Independent Non-executive Direciors: BUHFNTEF -

Mr. Huan Xuedong BEREE 3 3

Mr. Chan Ming Sun Jonathan® PR &8 28 55 A= 3

Mr. liang Zequan RERTE 3

& Mr. Chan Ming Sun, Jonathan acted as the chairman of the Audit
Committee.

2 RBRELERERRZEGIRE -
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

None of the Directors or the management of the Company or their
respective close associates [as defined under the listing Rules) had any
interesfs in a business which competes or may compete with the business
of the Group, or had any other conflict of interest with the Group during
the year.

The Company has received from each of the Directors an annua

confirmation of his/her undertaking as to non-competition.

NON-COMPETITION UNDERTAKINGS

The controlling Shareholders (namely Mr. Liv and Wangji Limited
["Wangiji")), through a deed of non-competition dated 24 May 2011
las amended by a supplemental deed of non-competition dated 2 April
2015 ("Supplemental Deed")), have given undertakings ("Undertakings”)
to the Company not to directly or indirectly engage in the business which
competes or may compete with the Group, on terms and conditions
as disclosed in the prospectus of the Company dated 8 June 2011
|"Prospectus”]. For defails of the Undertakings, please refer to pages 162
to 165 of the Prospectus. For details of the Supplemental Deed, please
refer to the Company’s announcement dated 2 April 2015

The status of compliance with the Undertakings by the controlling

Shareholders during the Review Period is as follows:

[1)  the Board received from each of Mr. Liuv and Wangji a
confirmation (iJof compliance with the Undertakings for the Review
Period, and (iijthat during the Review Period, neither they nor their
close associates [as defined in the listing Rules)had any interest
in any project or business opportunity (otherwise than through
their interests held through the Group)which relate to the business

activities by the Group;

[2)  none of the Director are aware of any circumstances which
indicate that the controlling Shareholders or their close associates

are in breach of the Undertakings during the Review Period; and

[3)  save for the terms as amended by the Supplemental Deed, the
terms of the Undertakings have remained unchanged since the
Company’s listing on the Stock Exchange in June 2011

TEARRIERER AR

EERRERBNER

FA ARREEFHEERAFEZENETHEA
(FEER EMARA)BENBREBREEREFRA
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FINANCIAL REPORTING AND AUDIT

The Directors acknowledged their responsibility for preparing the financial
statements that give a true and fair view in accordance with applicable
statufory requirements and accounting standards and the requirements of

the Listing Rules.

The Group adopted the going concern basis in preparing its financial
statements. Except from the issue discussed under note 2 to the
consolidated financial stafements on pages 85 fo 86 in relation fo the loss
and the net current liabilities of the Group, the Directors were not aware
of any other material uncertainties relating to events or conditions which
may cast significant doubt upon the Group's ability to continue as a going

concern.

A statement by the external auditor of the Company about ifs reporting
responsibilities is set out in the section headed “Independent Auditor’s

Report” in this annual report.

During the Review Period, remuneration in respect of non-audit
services, namely, the review of the interim report and the statement of
indebtedness provided by the Company’s external auditor amounted to
about RMB400,000. The remuneration in respect of audit service was
amounted to about RMB1,388,000.

INTERNAL CONTROL AND RISK
MANAGEMENT

The Board acknowledges its responsibility for overseeing the Group's
risk management and internal control systems and reviewing their
effectiveness at least annually. The Audit Committee assists the Board in
fulfilling its oversight role in the Group's risk management and internal

controls.

The risk management and internal control systems are to ensure that
the Group's assefs are safeguarded, relevant rules and regulations are
complied with, reliable financial and accounting records are mainfained
in accordance with relevant accounting standards and regulatory
reporting requirements, and key risks that may impact on the Group's
performance are appropriately identified and managed. However, the
systems are designed to manage rather than eliminate the risk of failures
fo achieve business objectives and can only provide reasonable and not

absolute assurance against material misstatement or loss.

TEERRE @

PMBRBREE

EEHARERBEMEZEERR G EAR LT
RARERBEBEQNT 2 MBHRR2EME -

AEERBHECEEERUAMBERR - KFELSE
BORFAEMBRRME2MAwAMAREERFERR
RBREFRENREN  EFATANBEMFREKR
TEERZRZEMEFSRR - MZRFERERATE X
SENBBEKERNEKRERREM -

AR B M 2 B RD Bh B R B AT E B B R A
FR (B ZBERE |80 -

CIEME  BARAIIEZEEMEHROIFZBRS
(WEMPHREREBTERA)NOMSORAR
#%400,0007T - AERBERBEXNZMEN /AR
1,388,0007T °

REREE 12 & A be B

E=ZgHREEARELVEFEEASEANAREE
RAMEHERAREZEXNR EREZESHHE
EQRTEEERAEBRAREERAFERNOBE -

ERERERAREHNRGEDARRAEENEESR
B B THEBERMERD  REABEFEARES
ERREFEAENVBRSFLE A RZBEH
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EREREHAERE  BEZT2RETEHLACAMEK
AR BRI IR K -



44 China Dredging Environment Protection Holdings Limited
Corporate Governance Report (Continued)
TEERRE @

INTERNAL CONTROL AND RISK
MANAGEMENT (CONTINUED)

The Group has an internal audit reporting directly o the Audit Committee.
The role of internal audit is to evaluate and improve the effectiveness of
infernal confrol, risk management and business governance processes.
The regular work of the infernal audit covers the major activities of the

Group's operations.

An information disclosure policy is in place to ensure potfential inside
information being captured and confidentiality of such information being

maintained until consistent and timely disclosure is made.

During the Review Period, the Audit Committee not only reviewed the
internal audit’s report but also the certain key risk management and
infernal control issues identified by the external auditor. The Board has
reviewed the effectiveness of the intemnal control and risk management
systems of the Group, covering all material financial, operational and
compliance controls and concluded that the key areas of the Groups'’
internal control and risk management systems are reasonably and

adequately implemented fo their satisfaction, with room of improvement.

COMPANY SECRETARY

The secretary of the Company is Mr. leung Yiu Cho, who was appointed
on 29 December 2021. Mr. leung has been informed of the requirement
of the Rule 3.29 of the listing Rules. Mr. leung has informed the
Company that he took more than 15 hours of training covering corporate
governance and accounting matters. The Company considers that the
fraining of the company secrefary is in compliance with the requirements
under Rule 3.29 of the Listing Rules.

COMMUNICATION WITH SHAREHOLDERS
AND INVESTORS

General Meetings with Shareholders

The Company communicates with its Shareholders through its annual
report, interim report and statutory and voluntary announcements.
The Directfors, company secrefary or appropriate members of senior
management, where appropriate, also respond to inquiries from

Shareholders and investors on a timely basis.
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COMMUNICATION WITH SHAREHOLDERS
AND INVESTORS (coNTINUED)

General Meetings with Shareholders (Continued)

The Company's annual general meeting provides a useful platform for
direct communication between the Board and the Shareholders. Separate
resolutions are proposed on each substantially separate issue at the
general meetings. The annual general meeting for the year ended 31
December 2020 ("2020 AGM") was held on 17 June 2021.

Resolutions put fo vote af the general meetings of the Company are taken
by poll. Procedures regarding the conduct of the poll are explained to
the Shareholders at the commencement of each general meeting. The
poll results are posted on the websites of the Stock Exchange and the

Company respectively on the same day as the poll.

Pursuant to code provision A.6.7 of the CG code, independent non-
executive Directors should aftend general meetings. All Directors
lincluding independent non-executive Directors| who held office at time
of the 2019 AGM attended such general meeting. Representative of the
Company's external auditor also attended the 2020 AGM.

Shareholders’ Rights to Convene Extraordinary
General Meeting and Put Forward Proposals at
General Meetings

In accordance with arficle 64 of the Articles, extraordinary general
meetfings shall be convened on the requisition of one or more
Shareholder(s) holding, atf the date of deposit of the requisition, not less
than onetenth of the paid up capital of the Company having the right
of voting af general meefings. Such requisition shall be made in writing
to the Directors or the Company's company secrefary for the purpose
of requiring an extraordinary general meeting to be called by the
Directors for the transaction of any business specified in such requisition.
Such meeting shall be held within two months after the deposit of such
requisition. If within 21 days of such deposit the Directors fail to proceed
fo convene such meeting, the requisitionist(s) himself (themselves) may
do so in the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Directors shall be reimbursed

to the requisitionist(s) by the Company.
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COMMUNICATION WITH SHAREHOLDERS
AND INVESTORS (coNTINUED)

Shareholders’ Rights to Convene Extraordinary
General Meeting and Put Forward Proposals at
General Meetings (Continued)

There is no provision in the Arficles seffing out procedures for Shareholders
fo put forward a resolution at general meetfings. Shareholders who wish
fo move a resolution may request the Company to convene a general

meeting following the procedures set out in the preceding paragraph.

In accordance with arficle 110 of the Articles, if a Shareholder intends
to propose a person other than a Director for election as a Director at
any general meeting, the Shareholder concerned shall lodge with Hong
Kong head office or Hong Kong share registrar of the Company for the
attention of the Board and the company secretary of the Company (i) a
written notice of his/her intention to propose that person for election as
a Director; and (i) a written nofice by that person of his/her willingness
to be elected as a Director together with the necessary information within
the period commencing no earlier than the day after the dispatch of the
nofice of the general meeting and ending no later than seven clear days

prior to the date of such general meeting.

Investor Relations

The Company endeavours to disclose all material information about the
Group to all interested parties as widely and timely as possible. It has
disclosed all necessary information to the Shareholders in compliance
with the Listing Rules. When announcements are made through the
Stock Exchange, the same information will be made available on the
Company's website. During the year ended 31 December 2021, the
Company has issued announcements which can be viewed on the

Company's website.

Shareholders and investors may at any time send their enquiries
and concerns to the Board in writing to the company secretary at
the Company’s office in Hong Kong or through the e-mail address:
info@cdep.com.hk. Shareholders may also raise their enquiries in general

meefings.
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The Direcfors are pleased fo present their report and the audited financial
statements of the Company and of the Group for the year ended 31
December 2021.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Defails of the
principal activities of ifs principal subsidiaries are sef out in note 43 to the
consolidated financial statements. There were no significant changes in

the nature of the Group's principal activities during the year.

BUSINESS REVIEW

A fair review of the business of the Group during the year and particulars
of important events affecting the Group that have occurred since
the end of the financial year 2021, as well as a discussion on the
Group's future business development are set out in the sections headed
"Chairman’s Statement” and “Management Discussion and Analysis” of
this annual report. In addition, details of the Group's relationship with its
employees, customers and suppliers are disclosed in the section headed
"Environmental, Social and Governance Report” of this annual report. The

above discussions form part of this directors’ report.

Discussions on the compliance with applicable laws and regulations
which have a significant impact on the Group, the Group's maijor risks
and risk management and the Group's environmental policies and
performance can be found in the paragraphs below.

Compliance with the Applicable Laws and
Regulations which have a Significant Impact on the
Group

The Group and ifs activities are subject fo requirements under an array of
laws, including the Tendering and Biding Law of the People’s Republic
of China, the Implementation Rules of Tendering and Biding law of the
People's Republic of China, the Contract Law of the People’s Republic of
China and the Production Safety Llaw of the People’s Republic of China,
as well as other applicable regulations, guidelines, policies and terms
issued or promulgated pursuant to or in respect of these formal laws. In
addition, the Listing Rules are also applicable to the Group. The Group
is committed fo ensuring compliance with such requirements by taking
various measures using specific resources at all levels, including infemnal
monitoring and approval procedures, fraining and supervision over
different segments. The Group always attaches paramount importance to
compliance with the requirements under applicable laws and regulations,
despite the fact that such measures involve a lot of internal resources and

incur addifional operating costs.
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BUSINESS REVIEW (CONTINUED)

Compliance with the Applicable Laws and
Regulations which have a Significant Impact on the
GI’OUp (Continued)

Tendering and Biding Law of the People’s Republic of
China

According fo the Tendering and Biding Law of the People’s Republic of
China and the Implementation Rules of Tendering and Biding Law of the
People’s Republic of China, when bidding for a new project, the Group
must, in accordance with the laws and regulations, have the capacity,
qualifications and conditions fo undertake the project and respond in
details to substantive requirements and conditions under the bidding
document, and must not, among others, collude with others to make a
tender offer, undermine fair competition by squeezing out other bidders,
bribe fenderee or any member of the bid evaluation committee, make a
bid at a price lower than costs, and participate in the bidding in the event
that the tenderee is interested in the Group and thus may compromise
bidding faimess. In the case of any violation of relevant regulations by the
Group as a bidder, its bid shall be invalid and it may be punished by the

tenderee or relevant authorities.

Contract Law of the People’s Republic of China

The Contract law of the People’s Republic of China (“Contract Law”)
clearly stipulates, among others, qualifications of the contfract parties,
contract forms, principal terms, cancellation conditions, contract validity,
constituent elements of invalid and cancelable contracts, fulfillment of
obligations, conditions for contract alteration and transfer, termination
of rights and obligations under a contract and liability for breach of

confract.
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BUSINESS REVIEW (CONTINUED)

Compliance with the Applicable Laws and
Regulations which have a Significant Impact on the
GI’OUp (Continued)

Contract Law of the People’s Republic of China
(Continued)

For construction contracts, the Contract Law sefs out specific requirements,
including: contracts for major national construction projects shall
be entered into in accordance with state-stipulated procedures and
stateapproved documents such as invesiment plans and feasibility study
reports; with the consent of the confractee, the contractor can sublet part
of its contracted works to a third party, provided that construction of
the main structure of the construction project must be completed by the
contractor who is forbidden to sublet its works to an unqualified entity.
After the complefion of the construction project, the contractee shall fimely
conduct acceptance inspection of the project pursuant fo construction
acceptance rules and quality inspection standards issued by the stafe. If
the project passes the acceptance inspection, the contractee shall accept
it and make the agreed payment. In the case of the Group's failure fo fulfill
its contractual obligations (either non-fulfillment or non-agreed fulfillment)
as the performing party and/or constructor, it must assume the liability
for breach of contract, including continuing to fulfill the contract, taking
remedial measures or compensating for any resulting losses. In the case of
the construction project quality falling below the agreed level due to the
constructor’s fault, the contractee has the right to require the constructor fo
repair, revamp or rebuild it within a reasonable period, without any extra
charge, and to bear the liability for breach of contract for the resulting

delayed delivery (if any).

Production Safety Law of the People’s Republic of
China

According to the Production Safety Law of the People’s Republic of Ching,
for the production and operating unit held responsible, a major accident
may incur a fine of up to RMB20 million in addition fo typical liabilities
including the required legal compensation. To ensure compliance with
the Production Safety Llaw of the People’s Republic of China, the Group
avoids production safety incidents by providing training courses from time
fo fime on production safety and emergency rescue drills to staff engaged
in project design, construction, equipment repair and maintenance, safety

supervision, efc. fo ensure production safety.

Compliance with Laws and Regulations
During the year ended 31 December 2021 and up to the date of this
report, the Group has complied with relevant laws and regulations that

have a significant impact on the Group.
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BUSINESS REVIEW (CONTINUED)

Maijor Risks and Risk Management

The Board is well aware of its responsibility to maintain the effectiveness
of the Group's internal confrol and risk management systems. Such
systems are designed to manage risks of failed business objectives and
provide reasonable guarantee against material misrepresentation or

losses.

Business Risks

The Group's business risk factors include changes in the overall market
conditions, downward pressure on China’s economy and the number
and progress of domestic projects in the entire indusfry, which may affect
the construction environment, setflement prices and capital tumnover rates
of its construction projects. The Board is responsible for overall business
management and review of major business decisions involving disclosure

of significant risks from time to time.

Financial Risks

The Group has adopted a series of financial risk management policies
to manage its liquidity risk, credit term allocation risk, financing structure
risk, interest rate risk and exchange rate risk. The Board also periodically
reviews the Group's management accounts, capital structure and key

operational data.

Compliance Risks

The Board takes effective measures to ensure compliance of the Company
with the laws, regulations and rules. The Company has engaged
professional consultants and advisors to keep the Company updated
on the latest changes in the regulatory environment, including legal,
financial, environmental and operational development. The Company
also imposes strict policies fo prohibit any unauthorised use or publication

of confidential information or insider information.

Operational Risks
The Company has adopted effective measures to manage its operational
risks such as low equipment ufilisation efficiency, high consumption of

consumables and frequent production failures.

The Board has reviewed the effectiveness of the Group's internal control
and risk management systems covering its business, financial, operational

and compliance risks, and is of the view that such systems are effective.
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BUSINESS REVIEW (CONTINUED)

Environmental Policies and Performance

We commit ourselves to environmental protection in all aspects of
operations. Over the years, the Group has been doing its utmost to
project the environment. The management of the Group has implemented
various measures and regulations to make sure that we honor our
responsibilities for the environment. We regularly hold special internal
meetings with professional teams fo review environmental issues at the
construction sites and office areas and exchange ideas on environmental
improvement. The management of the Group will continue its efforts in
securing ongoing high environmental standards in major areas and key
links.

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 December 2021 and the
financial position of the Company and of the Group at that date are set

out in the accompanying financial statements.

The Directors do not recommend the payment of a final dividend for the
year ended 31 December 2021.

DIVIDEND POLICY

The Company’s dividend policy sets out the guidelines for the Board to
defermine whether dividends are to be declared and paid and the level
of dividends fo be paid fo the Shareholders. The Board has the discretion
to declare and distribute dividends to the Shareholders, subject to the
Articles and all applicable laws and regulations and having regard to the

following factors:
[a)  the actual and expected financial performance of the Group;
[b)  retained earnings and distributable reserves of the Group;

[c)  the current and future operations, liquidity position and capital

requirements of the Group;

[d)  any restrictions on payment of dividends that may be imposed by

the financiers and other third parties of the Group;

le]  economic condition and other internal or external factors that may
that have an impact on the business or financial performance and

position of the Group; and
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DIVIDEND POLICY (cONTINUED)

] any other factors that the Board deems appropriate.

The Board will review this policy as appropriate from time tfo time.

PROPERTY, PLANT AND EQUIPMENT

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

statements.

SHARE CAPITAL

Defails of movements in the Company’s share capital during the year are
sef out in note 34 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Arficles or the
laws of the Cayman Islands, being the jurisdiction in which the Company
was incorporated, which would oblige the Company fo offer new Shares

on a pro rata basis fo existing Shareholders.

EQUITY-LINKED AGREEMENTS

On 30 March 2021, the share placings of 508,240,000 shares of
the Company with Mr. Liu at the subscription price of HK$0.2 were
completed (“the Subscription”). The net proceeds from the Subscription
was approximately HK$99,600,000 (equivalent to RMB85,913,000).
The net proceeds of approximately HK$98,400,000 from the
Subscription was used to fully redeem the Bonds and the remaining
balance of approximately HK$ 1,200,000 was used as general working
capital of the Company. For details, please refer to the announcements of
the Company dated 14 January 2021, 3 February 2021 and 30 March
2021.

As for the Share Option Scheme, please refer fo the section headed

“Share Option Scheme”.
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EQUITY-LINKED AGREEMENTS (CONTINUED)

Save as disclosed in the sections headed “Share Option Scheme”, as at
the end of and during the year ended 31 December 2021, the Company
did not enter into (i) any agreement that will or may result in the Company
issuing Shares; or [ii) any agreement requiring the Company fo enter into

any agreement specified in |i).

PERMITTED INDEMNITY PROVISION

The Company has taken out and maintained directors’ and officers’
liability insurance throughout the year, which provides appropriate cover
for the Directors and officers of Group.

TAX RELIEF

For the year ended 31 December 2021, Shareholders were not entitled
fo any tax relief by virtue of their holding of the Shares.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

For the year ended 31 December 2021, neither the Company nor any
of its subsidiaries purchased, redeemed or sold any listed securities of the

Company.

RESERVES

Defails of movements in the reserves of the Company and of the Group
during the year are set out in the statement of financial position of the
Company on page 236 of this annual report and in the consolidated

statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2021, the Company has no reserve available for
distribution as calculated in accordance with the Companies Law (2018
Revision) of the Cayman Islands. Under the laws of the Cayman Islands,
the share premium account is distributable to the Shareholders provided
that immediately following the date on which the dividend is proposed
to be distributed, the Company will be in a position fo pay off its debts
as and when they fall due in the ordinary course of business. The share
premium account may also be distributed in the form of fully paid bonus

shares.
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MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, revenue to the Group’s five largest customers
accounted for about 32.9% (2020: 47.2%) of the Group's total revenue
for the year and the revenue from the largest customer included therein
accounted for about 11.3% (2020: 11.9%) of the Group's total revenue.

The Group's five largest customers comprise PRC state-owned companies
and private enferprises and overseas enterprises which have business
relationships with the Group for a period ranging from two to nine years.
Services provided to them by the Group include CRD Business, and EPD
and Water Management Business. Their contracts with the Group were
projectbased, which provided for either monthly progress payments with
reference fo the value of work completed each month or annual payments
with a fixed percentage for each year throughout the contract period.
Such credit terms were in line with those granted to other customers of
the Group. No longterm agreements had been entered into between the
Group's five largest customers and the Group.

During the year ended 31 December 2021, the Board resolved to make
a expected credit loss allowance of approximately RMB23.3 million
for trade receivables (2020: RMB146.9 million). The allowance for
expected credit loss was based on the assessment in recoverability and
the judgement by the management after considering the estimated future
cash flows discounted at the present value of the original effective interest
rate. For details please refer to note 10 fo the financial statement in this
annual report.

Since the Group's major customers accounted for a significant portion
of the Group's total revenue for the year, if in the future the Group loses
one of its major customers or if any of the Group’s major customers
significantly reduces its volume of business with the Group while the
Group is unable to get new projects from other existing and/or potential
customers, revenues and profitability of the Group would be heavily
reduced. Nonetheless, the Group believes that it has developed close
relationships with its major customers that they cannot easily replace the
Group with other suppliers. The Group has also enfered into contracts
with and will continue to seek business from other customers.

In the year under review, supplies from the Group's five largest suppliers
accounted for about 35.0% (2020: 34.7%) of the Group's total
operating cost for the year and supplies from the largest supplier included
therein accounted for about 10.0% (2020: 13.0%) of the Group's total
operating cost.

None of the Directors or any of their close associafes or any Shareholders
[which, to the best knowledge of the Directors, own more than 5% of
the Company's issued share capital] had any beneficial interest in the
Group's five largest customers and/or five largest suppliers for the year
ended 31 December 2021.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save for those disclosed in the paragraphs headed “Share Option
Scheme” and "Directors’ and Chief Executive's Interests and Short
Positions in Shares and Underlying Shares” in this Direcfors’ report in
this annual report, at no time during the year were rights to acquire
benefits by means of the acquisition of shares in or debentures of the
Company granted fo any of the Directors or their respective spouses or
minor children, or were any such rights exercised by them; or was the
Company or any of its subsidiaries a party fo any arangement to enable

the Directors to acquire such rights in any other body corporate.

DIRECTORS

The Directors who held office during the year and up to the date of this
report were:

Executive Directors:

M. Liv Kaijin
Mr. Wu Xuze
Ms. Zhou Shuhua

Independent Non-executive Directors:

Mr. Huan Xuedong
Mr. Chan Ming Sun Jonathan
Mr. liang Zequan

In accordance with article 105(A) of the Articles, Mr. Liu Kaijin and
Ms. Zhou Shuhua will retire by rofation and, being eligible, will offer

themselves for re-election at the forthcoming annual general meeting.

INDEPENDENCE CONFIRMATIONS FROM
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received, from each of the independent non-executive
Directors a confirmation of his independence pursuant to rule 3.13 of the
Listing Rules. The Company considers all of its independent non-executive

Directors to be independent.
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DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a Director’s service
contract and each of the independent non-executive Directors signed a
letter of appointment with the Company commencing from their respective
date of appointment. All of them are subject fo refirement by rotation and

re-election in accordance with the Articles.

Mr. Liv Kaijin and Ms. Zhou Shuhua, both being executive Directors,
have entered into service contracts with the Company for a term of three
years commencing from 1 June 2020.

Mr. Wu Xuze, being executive Director, has entered into a service
contract with the Company for a term of one year commencing from 5
January 2022.

Each of Mr. Huan Xuedong, Mr. Chan Ming Sun Jonathan and Mr. Liang
Zequan, being independent non-executive Directors, has entered info an
appointment letter with the Company for a ferm of one year commencing
from 25 April 2022, 30 November 2021 and 23 September 2021

respectively.

No Director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company which is
not determinable by the Company within one year without payment of

compensation, other than sfatutory compensation.

DIRECTORS’ REMUNERATION

The Directors’ fees are subject to Shareholders” approval at general
meetings. Other emoluments are determined by the Board with reference
to Directors’ duties, responsibiliies and performance and the results of the

Group.

DIRECTORS’ INTERESTS IN CONTRACTS

During the year ended 31 December 2021, save for those disclosed
in the financial statements, no Director or any entity connected with
the Directors had a material interest, either directly or indirectly, in any
fransaction, arrangement or contract of significance fo the business of
the Group to which the Company or any of ifs subsidiaries was a party

during the year.
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MANAGEMENT CONTRACTS

Save for the Contractual Arrangements between subsidiaries of the
Group, no confracts concerning the management and administration
of the whole or any substantial part of the business of the Group were

entered info or existed during the year.

CONTINUING CONNECTED TRANSACTIONS

According to relevant PRC laws, foreign investors are prohibited from
owning more than a 50% equity interest in any enterprise which owns
vessels for conducting dredging business. Otherwise the Maritime Safety
Administration of the PRC will not register the ownership of a vessel fo
an enterprise. Our Group has decided that Xiangyu PRC owns 50%
of inferest in the relevant vessels, being the maximum percentage that
a foreign investor may own under PRC laws fo register the ownership
of the relevant vessels for certain commercial reasons. In addition, our
Group intends fo participate in some dredging projects which forbid
any involvement of foreign-invested companies under PRC laws. Even
in certain dredging projects which foreign-invested companies are
technically allowed to engage under PRC laws, the foreign-invested
companies find it difficult, in common practice, to secure dredging
business opportunities. Based on the above reasons, the PRC Operational
Entity has not become equity-owned by our Company, but will be

controlled by our Company through the Contractual Arrangements.

The Group carried out the following continuing connected transactions
[other than continuing connected transactions that are exempted under
rule T4A of the Listing Rules| during the year ended 31 December 2021

On 19 April 2011, the following entities entered into the Contractual
Arrangements pursuant to which all economic benefits and risks arising

from the business of Jiangsu Xingyu are fransferred to Xiangyu PRC:

[i)  Xiangyu PRC, a wholly foreign-owned enterprise and a wholly-
owned subsidiary of the Company,

[i)  Jiangsu Xingyu, a limited liability company established in the PRC
and deemed to be a wholly-owned subsidiary of the Company
under the Confractual Arrangements, and mainly engages in the
capital and reclamation dredging and the environmental protection
dredging segments and is the largest subsidiary of the Group in
terms of operating assets owned and construction scale, and

liii)  equity interests holders of Jiangsu Xingyu, namely Mr. Liuv and
Ms. Zhou (both of them are executive Directors and controlling

shareholders of the Company).
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CONTINUING CONNECTED TRANSACTIONS
(CONTINUED)

Jiangsu Jicolong, a limited liability company established in the PRC,
mainly engages in the provision of marine hoisting, installation and
other engineering services. It is the provider of the Group's other marine
business. Jiangsu Xingyu owns a 51% equity inferest in it and is its

controlling shareholder.

Further defails of the Contractual Arrangements are described in note 43

to the financial statements of this annual report.

The Stock Exchange has granted a waiver pursuant to rule 14A.105 of
the Listing Rules to the Company for all ransactions under the Contractual
Arrangements from sfrict compliance with the applicable announcement
and independent Shareholders’ approval requirements under Chapter
14A of the Listing Rules.

The amount of revenue and assefs subject to the Contractual
Arrangements accounted for 96.0% and 64.9% of the Group's total
revenue and assets respectively for the year ended 31 December 2021
[2020: 97.0% and 66.1%).

The followings are the major risks relating to the Contractual

Arrangements:

e The Group conducts its business operation in the PRC through the
PRC Operational Entity by way of the Contractual Arrangements,
but certain of the terms of the Contractual Arrangements may not be
enforceable under PRC lows. Therefore, in the event of breach of
any agreements constituting the Confractual Arrangements by Mr.
Liu, Ms. Zhou and/or the PRC Operational Entity, and if the Group
is unable to enforce the Contractual Arrangements, the Group may
not be able to exert effective control over the PRC Operational
Entity, and the Group's ability to conduct ifs business may be

negatively affected.

o If the PRC government finds that the Contractual Arrangements or
the ownership structures or business operations of the Company
or the PRC Operational Enfity do not comply with any of the PRC
laws and regulations, the Group's business, financial condition or
results of operations could be materially and adversely affected,
as revenue in relation to the Contractual Arrangements accounted
for 96.0% of the Group's fotal revenue for the year ended 31
December 2021.
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CONTINUING CONNECTED TRANSACTIONS
(CONTINUED)

e The Contractual Arrangements relafed fo critical aspects of the
Group's operations with the PRC Operational Entity and its
shareholders which may not be as effective as direct ownership in
providing operational control. In the event that the Group is unable
to enforce these Contractual Arrangements, the Group may be
unable to exert effective control over the PRC Operational Entity,
and the Group's ability to conduct its business may be materially

and adversely affected.

e Shareholders of the PRC Operational Entity, Mr. Liv and Ms.
Zhou, may potentially have a conflict of interest with the Group,
and they may breach their contracts with the Group. Such
disputes and proceedings may significantly disrupt the Group's
business operations, adversely affect its ability to control the PRC

Operational Entity and/or otherwise result in negative publicity.

The Group has adopted the following measures to ensure the sound
and effective operation of the Group following the implementation of the

Contractual Arrangements:

e as part of the internal control measures, major issues arising from
implementation of the Contractual Arrangements had been and will

be reviewed by the Board on a regular basis;

O matters relating to compliance and regulatory enquiries from
governmental authorities had been and will be discussed at such

regular meetings or extraordinary meetings of the Board;

e the relevant business units and operation divisions of the Group
reported regularly to the senior management of the Company on
the compliance and performance conditions under the Contractual
Arrongements and other related matters;

o legal advisors and/or other professionals had been and will
continue to be retained fo assist the Group to deal with specific

issues arising from the Contractual Arrangements; and

e the independent non-executive Directors had and will continve to
conduct annual reviews on the Confractual Arrangements to ensure
that it is fair and reasonable and in the best inferests of the Group

and its Shareholders as a whole.

The Directors confirm that during the Review Period, the Company has
complied with the disclosure requirements in accordance with Chapter
14A of the Listing Rules (save for the exemptions granted under the above-

mentioned waiver).
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CONTINUING CONNECTED TRANSACTIONS
(CONTINUED)

The independent non-executive Directors have confirmed that the

abovementioned continuing connected transactions were entered into:

(i)
(i)

(i)

in the ordinary and usual course of the Group's business;

in accordance with the terms of the respective agreements
goveming such fransactions on terms that were fair and reasonable
and in the interests of the Shareholders of the Company as a
whole; and

either on normal commercial terms or on terms no less favorable
to the Group than those available to or from independent third

parties.

Besides, the independent non-executive Directors have conducted an

annual review on the Contractual Arrangements and have confirmed that:

(i)

(i)

(iii)

the fransactions carried out during the year ended 31 December
2021 have been entered into in accordance with the relevant
provisions of the Contractual Arrangements and have been
operated so that all revenue generated by Jiangsu Xingyu has been
refained by Xiangyu PRC;

no dividends or other distributions have been made by Jiangsu
Xingyu fo ifs equity inferest holders; and

any new confracts or renewed contracts have been entered info on
the same terms as the existing Contractual Arrangements and are
fair and reasonable so far as the Group is concerned and in the

interests of the Shareholders as a whole.

In accordance with rule 14A.56 of the listing Rules, the Board

engaged the auditor of the Company to perform procedures on the

above continuing connected fransactions in accordance with Hong

Kong Standard on Assurance Engagements 3000 (Revised) “Assurance

Engagements Other Than Audits or Reviews of Historical Financial

Information” and with reference to Practice Note 740 “Auditor’s Letter on

Continuing Connected Transactions under the Hong Kong Listing Rules”

issued by the Hong Kong Institute of Certified Public Accountants.
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CONTINUING CONNECTED TRANSACTIONS
(CONTINUED)

The auditor of the Company has confirmed that nothing has come fo the

auditor’s aftention that causes them to believe that:

a.  the disclosed continuing connected fransactions have not been
approved by the Board;

b.  the said transactions were not entered into in accordance with the
relevant agreements governing such transactions; and

c.  dividends or other distributions have been made by Jiangsu Xingyu

fo the holders of its equity inferests.

RELATED PARTY TRANSACTIONS

Details of the related party transactions are set out in note 39 to
the consolidated financial statements. None of these related party
fransactions constitutes a discloseable connected transaction as defined
under the Listing Rules, except for those described in the paragraph
headed “Continuing Connected Transactions” above, in respect of which
the disclosure requirements in accordance with Chapter 14A of the Listing

Rules have been complied with.

SHARE OPTION SCHEME

The Company has adopted the Share Option Scheme for the purpose of
providing incentives and rewards fo eligible participants who contribute
to the success of the Group's operations. Under the Share Option
Scheme, the Directors may at their discretion grant options to (i) any
Direcfor and employees of the Company, any of its subsidiaries or any
entity in which the Group holds an equity interest; or (i) any suppliers,
customers, consultants who provided services to the Group, shareholders
of the subsidiaries of the Group and joint venture partners to subscribe for
the Shares.
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SHARE OPTION SCHEME (CONTINUED)

The maximum number of shares in respect of which options may be
granted under the Share Option Scheme shall not exceed 30% of the
issued share capital of the Company at any point in time. The total
number of shares in respect of which options may be granted under the
Share Option Scheme must not in aggregate exceed 10% of the shares
in issue af the time dealings in the shares first commence on the Stock
Exchange. This limit was last refreshed by the Shareholders in the annual
general meeting of the Company held on 17 June 2021 so that the
maximum number of Shares which may be issued upon the exercise of all
opfions o be granted under the Share Option Scheme shall not exceed
150,388,150 Shares, being 10% of the Shares in issue as at the date

of passing the relevant resolution on 17 June 2021.

The maximum number of shares in respect of which options may be
granted fo any individual in any 12-month period shall not exceed 1%
of the shares in issue on the last date of such 12-month period unless
approval of the shareholders of the Company has been obtained in

accordance with the Listing Rules.

Options may be exercised during such period (including the minimum
period, if any, for which an option must be held before it can be
exercised) as may be determined by the Directors and commences
after a cerfain vesting period and ends in any event not later than 10
years from the date of grant of the relevant share options, subject to the
provisions for early termination thereof. The offer of a grant of options
must be taken up within 21 days of the date of offer, upon payment
of HK$1 as consideration by the grantee. The exercise price is equal
to the highest of (i) the closing price of the shares as stated in the daily
quotations sheet issued by the Stock Exchange on the date of the offer
of grant; (ii] the average closing price of the shares as stated in the daily
quotations sheets issued by the Stock Exchange for the five business days
immediately preceding the date of the offer of grant; and (i) nominal
value of the shares. The Directors consider the Share Option Scheme,
with its broadened basis of participation, will enable the Group fo reward
the employees, the Directors and other selected participants for their
confributions to the Group. The Share Option Scheme will remain in force
for a period of 10 years from the date of adoption and will expire on 17
June 2031.
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SHARE OPTION SCHEME (CONTINUED)

The 2011 Share Option Scheme expired on 24 May 2021. In order
to enable the Company fo continue to grant share options to eligible
participants as incentive or rewards for their contribution fo the success
of the Group, the 2021 Share Option Scheme was adopted on 17 June
2021 with terms mostly similar to the terms those of the 2011 Share
Option Scheme. The 2021 Share Option Scheme shall remain in force
for a period of 10 years from the date of adoption and will expire on 17
June 2031. The maximum number of Shares which may be issued upon
the exercise of all options fo be granted under the 2021 Share Option
Scheme shall not exceed 150,388,150 Shares, being 10% of the total
number of Shares in issue as at the date passing the relevant resolution on
17 June 2021.

During the Reporting Period, the Company issued 17,000,000 Shares
(before the Share Consolidation) (or 8,500,000 Shares (after the Share
Consolidation]) under the 2011 Share Option Scheme. The table below
presents the movements of the share options granfed under the 2011

Share Option Scheme during the Reporting Period:
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Number of share options
BREXE
Lapsed/ Outstanding Closing price
Outstanding ~ Granted  Exercised  cancelled as at immediately
Name or category  at 1 January  during the during during 31 December Date of before the date Exercise
of participant 2021 period the period the period 2021 grant  Exercise price  of the grant period
RZB=-F RZB=-% SRR
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(HK$ per Share]  (HKS per Share]
(BB (BRET)
Employees in 17,000,000 - 17,000,000 = - 20/1/2020 0.10 0.071 20/1/2020 -
aggregate 19/1/2021
E&47
Total 17,000,000 — 17,000,000 = =
@t

Note: All share options under the 2011 Share Option Scheme were exercised
before the Share Consolidation took effect. Therefore, no adjustments
are made fo the number of Shares subject to, and exercise price of, the
outstanding share options.

Since the adoption of 2021 Share Option Scheme, no share options had
been granted up and until 31 December 2021.
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2021, the Directors and the Company’s chief
executive, and their respective associates had the following interests in
the shares in the Company and its associated corporations (within the
meaning of Part XV of the SFO) which were required to be nofified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which they are
taken or deemed fo have been taken under such provisions of the SFO)
or pursuant to the Model Code, or were required to be entered in the
register kept by the Company pursuant fo section 352 of the SFO:
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Interests in the Shares RIRG &
Long position
L3y
Approximate
percentage of
Name of Director Capacity Notes Number of Shares shareholding
1B R B
EEpE 37 Bzt RHEE Ak
Mr. Liu Kaijin Inferest in controlled corporation 175,800,000 11.69%
BIFE RS REEEE R
Beneficial owner 526,019,500 34.98%
BEnEBA
Ms. Zhou Shuhua Inferest in spouse 701,819,500 46.67%
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES (CONTINUED)

Notes:

1.

Mr. Liu is the sole beneficial owner of Wangji Limited ("Wangji"), a
company incorporated in the British Virgin Islands with limited liability,
which is the direct owner of 175,800,000 Shares. Further, Mr. Liu is the
beneficial owner of 526,019,500 Shares.

Ms. Zhou is the spouse of Mr. liv who is also a Director. By virtue of the
SFO, Ms. Zhou is deemed to be interested in all interests of Mr. Liu in the
Company including long position and short position.

Interests in associated corporations

Name of associated
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BEERTETHRAERRO RIEE
RPN EZRAE @)

1. BEEREEARAR(TEE]  —HAREERELE
EHEMRINERAFNE—BSHEAA - MEES
175,800,000 IR VB R B A - AUt - Bk ER
526,019,500 EEES A °

2. BARERBALENER BITRA—REE - REEFRK

HEES - BRI EASNBEEERRAPREENM
Gn(BREFRAR) P HEER -

RAEBEENES

Long position

i)

Approximate
percentage of
total number of

Name of Director corporation Capacity Notes Share capital shareholding
REREE
EEnt HBCER LR ) et (&S BHABED
Mr. Liv Kaijin Wangji Beneficial owner ] 200 ordinary shares 100%
FELSE A EnEAA 2008 % Bk
Jiangsu Xingyu Beneficial owner ] Register capital of
RMB39,315,800 100%
TERET BRMERA AMERARE
39,315,8007T
Ms. Zhou Shuhua Wangii Interest in spouse 2 200 ordinary shares 100%
EREL T A Rt e 20085 Bk
Jiangsu Xingyu Interest in spouse 2 Register capital of
RMB39,315,800 100%
TERET fordtg e AMER
AR#39,315,8007T
Notes: Hiat -

Mr. Liu is the sole beneficial owner of the entire registered capital of Jiangsu
Xingyu. Mr. Liu and Ms. Zhou are registered holders of 98.47% and 1.53%
in the registered capital in Jiangsu Xingyu respectively. The 1.53% inferest in
the registered capital of Jiangsu Xingyu were held on trust by Ms. Zhou for
Mr. Liu pursuant to a shareholding confirmation dated 12 July 2010.

Ms. Zhou is the spouse of Mr. Liu who is also a Director. By virtue of the
SFO, Ms. Zhou is deemed to be interested in all interests of Mr. Liu in the
associated corporations including long positions and short position.

1. BRAERIHEFHNHEMEANE-—ESHEA
BEERARLA R RTEHRTO8.47% Kk 1.53%:1 1M
BEXAMELHEA - BRER-_ZT-TFLA+-RFIX
B —TERERER - AU ERTAREEFFLH
FEFEMERNT . 53% M -

2. RAZRERIAZENER BHA—R2EF - REZFNR
HEGRY > BRIHE AN EEERBEET AN
AR (BEFRERAR)TPHEES -
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES (CONTINUED)

Saved as disclosed above, none of the Directors and chief executive of
the Company or any of their associates had any inferests or short positions
in the Shares, underlying shares or debentures of the Company or any
associated corporation as at 31 December 2021 (within the meaning
of Part XV of the SFO), which had been nofified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO lincluding interests and short positions which the Directors or chief
execufive of the Company were deemed or faken to have under such
provisions of the SFOJ or as recorded in the register required to be kept
by the Company under section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code.

Substantial Shareholders’ Interests and Short
Positions in Shares and Underlying Shares of the
Company

As at 31 December 2021, to the best of the knowledge and belief of the
Directors, other than those set out in the section headed “Directors’ and
Chief Executive's Interests and Short Positions in Shares and Underlying
Shares” in this annual report, persons had inferests or short positions in
the Shares or underlying shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO or as recorded in the register required to be kept under
section 336 of the SFO were as follows:

Long positions in Shares

TEARRIERER AR

BEERFTETHRAERRO RIEE
RPN EZRAE @)

B EXF#EEN R-_E-_—F+_-_A=+—8
ARREEREBITRAERBESENEMBEALRE
RARRISKAEMBEEE(FEREESRKBAERIEXV
MR Y - HERMOKESFD  BEREEFLHE
MBI EEXVEBE 7 85 28 B &A1& AN 1 7] K B 22 Fr 9 (T {]
BEIAR (BREARRESHEBITHABRIEES
MEEGRINZEGRXHEEFI R REENEZR
KB )UBRBES R EKRAIEIS2HEELRARRE A
GENETTLMNEAEREIAR @ IREEZEETAE
MG AR R R R AT RESSAR o

FTERRRAQXARDGRAEEBERKRG S
MR NXR

RZB-—F+-_A=+—H HEEFMRILE
5 BRAFHRIEFTRERITRABRE D RAERKND
M MORR | —EiFTALE SN - RAR BB SRR
MPEAREZEZMBEERAIFXVEE 2R3 EEAR
ARABBENEEIOAR  HRBEFBSFRAE GO E
336FARARRRAFEZECMAZERIARZ
AL

BR#oFE

Approximate

Number of percentage of

Name of Shareholder Capacity Note Shares shareholding

IER B

REREH 27 HiiE KRDEE Bt

Wangji Beneficial owner 175,800,000 11.69%
EE BanEBA

Yuan Xiangbing Beneficial Owner 95,958,500 6.38%

RER EmfEA




AUDIT COMMITTEE, REMUNERATION
COMMITTEE AND NOMINATION COMMITTEE

Details of the Audit Committee, Remuneration Committee and Nomination
Committee are set out in section headed “Corporate Governance Report”

of this annual report.

SUFFICIENCY OF PUBLIC FLOAT

As at the date of this annual report, the Company has maintained the
prescribed public float under the Listing Rules based on the information
that is publicly available to the Company and within the knowledge of the

Directors of the Company.

EVENT AFTER END OF REPORTING PERIOD

For details, please refer to the section headed “Management Discussion

and Analysis” in this annual report.

AUDITOR

Moore Stephens CPA Limited was appointed as auditor of the Company
with effect from 31 October 2018. On 22 December 2021
Stephens CPA Limited has resigned as the auditor of the Group. Yongtuo

, Moore
Fuson CPA limited was appointed as auditor of the Company with effect

from 22 December 2021 to fill the vacancy following the resignation of
Moore Stephens CPA Limited.

Yongtuo Fuson CPA Limited will retire and a resolution for their
reappointment as auditor of the Company will be submitted at the

forthcoming annual general meeting.

On behalf of the Board

Liv Kaijin

Chairman

Hong Kong, 27 April 2022
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To The Members of
China Dredging Environment Protection Holdings Limited
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China
Dredging Environment Protection Holdings Limited (the “Company”) and
its subsidiaries [collectively referred to as the "Group”) sef out on pages
77 to 236, which comprise the consolidated statement of financial
position as at 31 December 2021, and the consolidated statement of
profit or loss and other comprehensive income, consolidated sfatement of
changes in equity and consolidated statement of cash flows for the year
then ended, and nofes fo the consolidated financial statements, including

a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as af 31
December 2021, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards ["HKFRSs") issued by the Hong
Kong Institute of Certified Public Accountants {"HKICPA”) and have been
properly prepared in compliance with the disclosure requirements of the

Hong Kong Companies Ordinance.

TEARRIERER AR

BPEBRRRERBRAARR

(RESHBEMHA LA ERAF)
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AITBEZHIRE/7Z236EHBARERRIERA
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing ("HKSAs") issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements section of our report.
We are independent of the Group in accordance with the HKICPA's
Code of Ethics for Professional Accountants (the “Code”), and we have
fulfilled our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our opinion.

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to Note 2 to the consolidated financial statements,
as of 31 December 2021, the Group had net current liabilities of
approximately RMB 194,377,000 and bank and other borrowings
amounted fo approximately RMB276,300,000 and RMB47,574,000,
respectively which will fall due within twelve months from the dafe of 31
December 2021. In addition, as set out in Note 37 to the consolidated
financial statements, as at 31 December 2021, the Group had
capital commitments contracted but not provided for of approximately
RMB8O,7 15,000 regarding acquisition of property, plant and
equipment and investment in a subsidiary which is principally conducting
in capital finance business. These matters, along with other matters sef
forth in Note 2 to the consolidated financial statements, indicate the
existence of a material uncertainty which may cast significant doubt on
the Group's ability to continue as a going concern. Our conclusion is not

modified in respect of this matter.
KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the consolidated financial
stafements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. In addition to the matter described in the
Material Uncertainty Related to Going Concern section, we have
defermined the matters described below to be the key audit matters to be

communicated in our report.
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Key audit matters

HEETEHE

How our audit addressed the key audit matter

FITEFNAEERRETEHE

Assessment of loss allowance for expected credit losses (“ECL”) on trade receivables and contract assets

BYREMRENEERHMCEER([BAGEER ) HERERETE

The Group's trade receivables and contract assets mainly arise from
dredging, water management, marine and related businesses.
BEEENRURRNANEETERBEL  KBER - BERIEH
ESiA

The Group has applied a lifefime expected credit loss model in determining
the ECL to be recognised in respect of the trade receivables and confract
assets during and as af the end of the reporting period. When determining
the amount of ECL to be recognised as at the end of the reporting period,
the management considered the risk of a default occurring on the trade
receivables and contract assets as af the end of the reporting period, faking
into account both quantitative and qualitative information that is reasonable
and supportable, including hisforical experience (including credit history and
current credit worthiness of the customers) and forward-looking information
(including current market conditions) that is available without undue cost or
effort.

EEECEAERHNEEFEEN  EXREHHE MRS PR
FBURERARENEERRBNEAREEEHE - EERERNEERNTE
HEEBESERN  EREZRIBENREUERAREGNEERE
BremEk  TEMEE  EREUEEERTHEH  BEEFTBEK
AEBHNARBZELUERR(EREPEELHEIANMEREN S
) REREER (BIEERMSRR)

Our procedures in relation to the evaluation of the
assessment of loss allowance for ECL on trade receivables
and contract assefs included:
ATEBREBERLENEERBREESENBER
HR AR ET IR B2 1E

J Obtaining an understanding of the management's
process for credit risk assessment and impairment
assessment of allowance for ECL on trade receivables
and contract assets;
MSHEREEHERWERRENEETRIE
EEBEREBETEERRT G EAENERE
B B AR

e Tesfing on a sample basis, the accuracy of aging of
frade receivables balances based on invoice date
and due date as af the end of the reporting period fo
the underlying invoices;
ERBREARNBAEELTOH RIS B MK
R 5L FE W BR R A BRBR i R TR

®  Assessing the reasonableness of the Group's ECL
models, including the model inputs, model design,
model performance for significant portfolios;
i EEERHEEFREANSGENE -8
REEZREHEHANEABA - BEARFT B
KB
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How our audit addressed the key audit matter

RITBETNAEEARENER

Assessment of loss allowance for expected credit losses (“ECL”) on trade receivables and contract assets

BREFRENEERMGEERE([BAGEERE])HERRETE

We identified the assessment of loss allowance for ECL on trade receivables
and contract assefs as a key audit matter due to their significance to the
consolidated financial stafements as a whole and the estimation of ECL of these
trade receivables and contract assets involved exercise of significant judgement
by management and high degree of estimation uncertainty.

FITHEBER RGN EERMEEBRENEEEFHTERAWRS
FAEE DHARNEAYHGEVBRRBRB I EZN  MZEFRKERK
EHEAETRHEEBFEGAFI P REEBTFEERABURRE XM
ST HEEM -

As at 31 December 2021, the Group had trade receivables and contract
assets, net of allowance for credit losses amounted to approximately
RMB473,487,000 and RMB9,066,000 as disclosed in Notes 23 and 24 to
the consolidated financial statements, respectively.
R-ZZF-—F+-HA=+—H > BE5EEEEURERRANEEH
REEEBBEE)NARKA73,487,000t R ARS,066,0007T (5
IR BERZ A BRRME23R24) -

Challenging whether historical experience is
representative of current circumstances and of the
recent losses incurred in the portfolios and assessing
the reasonableness of forward-looking adjustments,
including the economic variables and assumptions
used in each of the economic scenarios and their
probability weightings. Where changes had been
made in model parameters and assumptions, we
evaluated the reasonableness of such changes; and
BRESUERESRREANUARIKER
AEANEHER  YHAETEREAENSRE
It BRESEBEBERAANEETZEREZRR
BREMREMELE - BERASBERBRBEME
B BZMRSZEFEDHNHSELE R

Assessing the disclosures to the consolidated
financial statement relating to the Group's exposure
fo credit risks.

AR EEEFEYUEERARZEANT
HRREFIR -
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How our audit addressed the key audit matter

RITBETNAEEARENEE

Key audit matters

BMEEEE

Impairment of property, plant and equipment and right-of-use assets

V¥ BERREURCEHAEEERE

The management of the Company has performed impairment Qur procedures in relation to management's impairment
assessment on the Group's property, plant and equipment and right-of-use  assessment of property, plant and equipment and rightof-
assets that are mainly related to the Group's capital and reclamation  use assets included:

dredging business, environmental protection dredging and water R{TEBME - BWEARZEARTAREENERRE
management businesses. When indicator of possible impairment JR{EEEFEIE

has been identified, recoverable amount is determined based on the
higher of fair value less cost of disposal or value-in-use calculation of
each cash-generated unit, in which the property, plant and equipment
and right-of-use assets were allocated to.

EARERECEY BESEFTZRHARRBSRAXER RRREZ
MKBEBEBHEBENYE BB RREAREAEEELETREN
e BERAEERENTR - TRERSEDREBELTFEERDEK
REEZWME BMEEMRBALEREEEESENRSELBMER

BEAEZESEETE -

We have identified the impairment assessment of property, plant and
equipment and right-of-use assets as a key audit matter due to their
significant to the consolidated financial statements as a whole and
the involvement of a significant degree of judgment and estimates
made by the management of the Group when performing impairment
assessment.

RITERYE BEMRBUAREAREENREN GRS ERE
SEE DARHEHGEVMBRRBEBZEEN - ARNETRERE
KA BEEEEREFELERMERMEE -

Reviewing the management judgements and
estimates in determining the indicator of possible
impairment and its impairment fesfing on the Group's
property, plant and equipment and right-of-use
assets;

BRONETEERETREYE BEXEWE K
EREBANERAEEEETRENSAMBZ
& I8 B I R A A

Assessing the reasonableness of the selected
methodologies and the calculation for the impairment
assessment performed by the external independent
valuer fo estimate the recoverable amounts of the
property, plant and equipment and rightof-use assets
that was adopted and approved by the management
of the Company;

AfE BERREEEMRMRARERAEEY
X BEMRBAREAEEEN TR DR
A& AN 7R LA R SNBSS S A E R HE 1T 2R
B EFEZABIE

Evaluating the independent external valuer’s
competence, capabilities and objectivity;

B IMNEMER 2B - BE N RFEIL
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Key audit matters How our audit addressed the key audit matter

BEESEE RTENMAEEBRENSE

Impairment of property, plant and equipment and right-of-use assets

V¥ BERREURCEHAELEERE

As at 31 December 2021, the Group had property, plant and ®  Assessing the reasonableness of the key assumptions
equipment and right-of-use assets, net of impairment amounted and inputs data, including the discount rate, useful
to approximately RMB1,144,460,000 and RMB47,670,000 as life and utilisation rate by comparing the current year
disclosed in Notes 17 and 18, respectively. actual performance and prior year projections by
RZEZ—F+ZA=+—H  EX5ENYE BERIEUR reference to the market and industry information efc.;
EREEEHBRBE)DRINR/ARE 144,460,000t R AR and

47,670,000 (A RIRMFET 7R 18HEE) - FR2RTERITEENSHENFEERE

ERAMFERAETLE  FHEITERR
R ABIENAEE(BRTEE - AERFH
RERE): &

o Assessing the disclosures to the consolidated
financial statements relating to the impairment
assessment of the Group's property, plant and
equipment and rightofuse assets.

AR BEEEWE - BENMREARER
HEEZRENENEEP BRI ZIWESE -
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OTHER MATTER

The consolidated financial statements of the Group for the year ended
31 December 2020, were audited by another auditor who expressed
an unmodified opinion with an emphasis of matter paragraph about the
going concern basis on those consolidated financial statements on 16

April 2021.

OTHER INFORMATION

The directors of the Company (the “Directors”) are responsible for the
other information. The other information comprises the information
included in the annual report, but does not include the consolidated
financial statements and our auditor's report thereon.

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit
or otherwise appears fo be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to
report in this regard.

RESPONSIBILITIES OF DIRECTORS AND
AUDIT COMMITTEE FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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

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

The Directors are also responsible for overseeing the Group's financial
reporting process. The Audit Committee assists the Directors in
discharging their responsibility in this regard.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are fo obtfain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. This report is made solely to you, as
a body, in accordance with our agreed terms of engagement, and for
no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report. Reasonable
assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with HKSAs will always detect a material
missfatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they
could reasonably be expected fo influence the economic decisions of
users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgment and maintain professional skepticism throughout the audit. VWe
also:

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

o obtain an understanding of infernal control relevant to the audit
in order fo design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group's infernal control.

e evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the Directors.

e conclude on the appropriateness of the Directors’ use of the going
concem basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related o events or
conditions that may cast significant doubt on the Group's ability
fo continue as a going concemn. If we conclude that a material
uncerfainty exisfs, we are required to draw affention in our audifor’s
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence
obtained up fo the date of our auditor’s report. However, future
events or conditions may cause the Group fo cease fo continue as
a going concern.
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B REENRE @)

e evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
Under|ying transactions and events in a manner that achieves fair

presentation.

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

opinion.

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings, inc|uding any signiﬁcont deficiencies in internal control that we
identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where

applicable, actions taken to eliminate threats or safeguards applied.

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

benefits of such communication.

The engagement partner on the audit resuHing in the independem

auditor’s report is Liao Yik Lam.

Yongtuo Fuson CPA Limited
Certified Public Accountants

Liao Yik Lam
Practising Certificate Number: PO6630

Hong Kong,
27 April 2022
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Consolidated Statement of Profit or Loss and
Other Comprehensive Income

GEeREREtEZEKRER

For the year ended 31 December 2021 H#Z - - —F+_-_A=+—HILtFE

2021 2020
—B_—F —FFHF
Notes RMB’000 RMB’000
M aE AR¥T T ARETT
Revenue g 6 387,389 286,341
Operating cost A EY N (352,462) (329,895)
Gross profit/(loss| TH,(18) 34,927 (43,554)
Other income Hiplg A 8 2,787 2,176
Gain on waived bond payable JENEHER R 2 W 32 207,977 =
Other gains and losses, net H bW Kk E 18 F 5 Q 22,098 25,610
Markefing and promotion expenses MR EERY (527) (6,047
Administrative expenses T X (43,291) (75,590)
Allowance for expected credit losses, net of reversal FAEAZ & EE B - MK A D 10 7,498 (149,956)
Impairment losses on property, plant and equipment  #12% ~ = &% A &
and right-of-use assets FREEEREERE 12 (50,841) (253,985)
Written -off of other intangible assets MEEE M EmR & E 20 (3,417) S
Changes in fair values of investment properties KREMENFEE 19 (103,503) 19,400
Finance costs BB A 11 (33,066) (43,389
Profit/(loss) before tax BB AR R (BB 12 40,642 (525,335
Income tax credit/[expense) FrisfiEe,(Ax) 13 613 (12,029)
Profit/(loss) for the year FERHEM(EE) 41,255 (537,364]
Other comprehensive income Hth 2 [ W&
liems that will not be reclassified to profit or loss: TerEN P EER»IER -
Gain on revaluation upon transfer of property, HEEYE  WMENMRENARER
plant and equipment and right-of-use assefs fo BEEEREMELETEEZ
investment properties, net of related income tax Wz - HBREBER 2,033 =
Other comprehensive income for the year, ERNEMEEmE - MBREH
net of income fax 2,033 -
Total comprehensive income/(expenses) 2mEilE (A8 43,288 (537,3064)
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mEeBEakEMEERER @

For the year ended 31 December 2021 # &

—GE+-f=t+—RILER

2021 2020
=E=—F —TTF
Notes RMB’000 RMB'000
Kt ARE T ARETF T
Profit/(loss) for the year atfributable fo: THALTEIGEFEREF, (EE)
— Owners of the Company —ARRBEE A 22,593 (526,583)
- Non-controlling interests — RS 18,662 (10,781)
41,255 (537,364)
Total comprehensive income/expenses) THATEGEZEKE,(FAX)
for the year attributable to: B
— Owners of the Company S WNGIEZ =N 24,626 (526,583)
— Non-controlling inferests — FEERR i S 18,662 (10,781)
43,288 (537,364
Earnings/(loss) for the year FREF,(BE) 15
- Basic and diluted (RMB cents) —EARARBE(ARES) 1.64 (55.01)
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e M BMRR R

At 31 December 2021 R=—Z=-—F+_-_A=+—H

2021 2020
—E--—F ZEEF
RMB’000 RMB'000
AR TR ARBFT

Non-current assets FRBEE
Property, plant and equipment YE - BE KRR 17 1,144,460 1,039,088
Right-of-use assets FRAEEE 18 47,670 86,276
Investment properties BEYE 19 439,272 483,900
Other intangible assets Hih & 20 - 3,417
Goodwill RS 201 201
Interest in an associate A — A E R A AR 21 2,017 150
Equity instruments at fair value through BAHER AR EEKRZ
other comprehensive income EmITHE 22 3,000 -
Deposit paid for acquisition of property, CRUEEDE - BB MRE
plant and equipment i s 17 - 18,752
Trade and other receivables and prepayments 7 Ui B 3R K7 L A R U R TE A K%
TERTFRIR 23 - 145,471
Contract assets BB E 24 5,365 19,064
1,641,985 1,796,319
Current assets REBEE
Trade and other receivables and prepayments JFEE Uk B R K L At B USRI A Kz
SEANE/ O 23 591,888 576,754
Contract assets BHEE 24 3,701 5,983
Bank balances and cash BITEBR MRS 25 32,075 29,309
627,664 612,046
Current liabilities RBas
Trade and other payables JE AT B R B L A FE A< kTR 26 359,728 359,371
Contract liabilities AHaE 27 34,974 42,364
Amounts due to directors of the Company JERT AR A RIESKIE 28 34,207 44,855
Amounts due to non-controlling shareholders of FES — M8 A R IEEARAR R
a subsidiary =g 29 3,554 2,257
Tox payable PR 64,382 60,218
Bank borrowings RITEE 30 276,300 293,400
Other borrowings Hitnfg & 3) 47,574 78,943
Bonds payable EHES 32 - 287,482
Llease liabilities HEAE 18 1,322 605
822,041 1,169,495

Net current liabilities REBEETFE (194,377) [557,449)
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Consolidated Statement of
Financial Position (Continued)

ma RN R @

At 31 December 2021 R=—ZE=-—F+=-_F=+—H

TEARRIERER AR

2021 2020

—E_—fF ZZEZTF

Notes RMB’000 RMB’000

B &t AR®TR AREFT

Total assets less current liabilities HEERABAES 1,447,608 1,238,870
Capital and reserves BEERR#E

Share capital &N 34 255,247 167,914

Reserves = 764,839 740,213

Equity attributable to owners of the Company RABIER NEGER 1,020,086 908,127

Non-controlling inferests JEFERR AE 2E 140,603 129,731

Total equity FERBE 1,160,689 1,037,858
Non-current liabilities FREBEE

Amounts due to non-controlling shareholders of RS —FEHTE R B FEIE AR AR 3R

a subsidiary NIE 29 59,887 61,387

Deferred tax liabilities RIETRIBEE 33 15,748 27,260

Other borrowings HipEs 31 210,762 110,510

Llease liabilities HEBE 18 522 1,855

286,919 201,012

1,447,608 1,238,870

The consolidated financial statements on pages 77 to 236 were HRE7/E236ENGEUBBRRENR_T__FNWN

approved and authorised for issue by the board of Directors on 27 April AZTHREEESHERKETSE  YATIAL

2022 and are signed on its behalf by:

Liv Kaijin
2159

Director

EF

KEFE

Zhou Shuhua
JERE
Director

EFE
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Consolidated Statement of

Changes In Equity
RERBRBE R

For the year ended 31 December 2021 H#Z - - —F+_-_A=+—HILtFE

Attributable to owners of the Company

ADREE ARG
Retained
PRC Share  Property profits/ Non-
Share Share  statutory Other  options revaluation (occumulated controlling
copital  premium  reserve  reserve  reserve  reserve  losses)  Subtotal interests Total
e BRE  UEEG BARER/ FER
B RHEE  iERE  HERE e BE (2ER) It B& )
RMBOOO  RMBO00  RMBOO0  RMBOOO  RMB0CO  RMBOCO  RMBOOO  RMB'0C0  RMBOCO  RMBO00
ARBTR  ARBTR ARBTR ARBTR ARBTR ARBTR ARETR ARETR ARBTR ARETR
[note i [note {i]
below) below)
(FXHE) ()
Asat T Jonuary 2020 R-2-F£-F-A 150,365 928721 19658 204,554 = - 113571 1416860 146,305 1,563,174
Loss and fofal comprehensive expenses ~ FRFER
for the year SERNEE - - = = = - (526583 (520583 10781 (537,364
Dividend poid fo nonconioling EATaER
inferess ) - - - - - - - - 15.793) 5,793
Equitysetled share'based payments NEREENRHTA
[Noie 33] (Hit35) = = = = 292 = = 292 = 9
Placing of new shares (Note 34]2) AROEEWR42) 17,549 - - - - - - 17,549 - 17,549
At 31 December 2020 and R-E-EE
1 Janvary 2021 +ZA=1t-Bk
“5--F-f-H 167914 928721 19658 204554 292 - [41301 908127 129731 1037838
Proft andl otol comprehensive EngHReERE
income for he year aE - - - = = 2,033 22,593 24,606 18,662 43288
Dividend poid o non<onioling F PR RERR
inferess ) - - - - - - - - [7.790) [7.790]
Erercise of Share Opions fiERE
[Nofes 341l ond 35 (W 341k 35) 1420 29 = = (292 = = 1,420 = 1,420
Subscripfon of new consolidored shores B HA A
INoe 34 1l (Wil 85913 - . - - . TR IO
At 31 December 2021 RIBo-f
tZR=t-A 21547 99013 19658 204554 = 2033 [390419) 1020086 140,603 1,160,689
Nofes: Wizt -

(i

(i)

According tfo the Articles of Association of subsidiaries established in the
People’s Republic of China (the “PRC"), a portion of the profit after taxation
of the Company's PRC subsidiaries is required fo be transferred to a PRC
statutory reserve before distribution of a dividend to their equity owners.
The transfer can cease when the balance of the reserve reaches 50% of the
registered capital of the respective subsidiaries. The statutory reserve can
be applied either to set off accumulated losses or fo increase capital of the
respective subsidiaries in accordance with the relevant rules in the PRC.

The other reserve of the Group was mainly the difference between
the nominal amount of the share capital issued by the Company in
exchange for the nominal amount of the share capital and share premium
of its subsidiaries and the paid-in capital of RMB39,316,000 of the
PRC Operational Entity (as defined in Note 43) pursuant to the group
reorganisation in 201 1.

(i)

(i)

RBHEARAME (THE])KZOME DB E AR
BRERAR - ARFM BB R RARSR DR
EARSHEAD KRS ZABREFRAEHE - &
FEAREZIAMNE QR EMAEARBS0%E Al 42 -8
B ZAERBURETEBRRAUAREHERTER
FARFEMBARIEMER

AREE M EMFEETRAARRQE MER R A E M3
TORAEERRN —T——FREEAMELHNENE
REBMEERTREEEER(ERERMTA3)NEH
BARARY39,316,000TME K ZF ©
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Consolidated Statement of

Cash Flows
mEEHERER

For the year ended 31 December 2021 HE - -4+ - A=+—HILEE

2021 2020
—E-—F ZEZTF
RMB’000 RMB’000
ARBTT ARET T
OPERATING ACTIVITIES RESER
Profit/(loss) before tax BB ADEF, (EE) 40,642 (525,335)
Adjustments for: BN BIRAE
Depreciation of property, plant and equipment mE - BERRENE 90,689 104,407
Depreciation of right-of-use assefs EREEENE 3,095 3,942
Amortisation of infangible assefs B EEBH - 333
Allowance for expected credit losses, net EHREEBREEERDFE
of reversal (7,498) 149,956
Impairment losses on property, plant and WE - BB KR A K fF A
equipment and rightof-use assets BEREERE 50,841 253,985
Gain on waived bond payable ENEFERE 2 W (207,977) -
Gain on disposal of property, plant and HEME - WERREBEYRFHE
equipment, net (1,135) (2,988)
Unrealised exchange gains and losses, net REWME N W REEFE (20,963) (22,243)
Written-off of other intangible assets H b A 3,417 -
Changes in fair values of investment properties WEMERNTEEE 103,503 (19,400)
Finance costs A& B 33,066 43,389
Inferest income B A (11) (51)
Gain on modification of bonds payable BRI BN B2 Was - (325)
Gain on written-off of a lease e & 2 W - (54)
Equity-seffled share-based payments AR R A E ) IR A S A - 292
Operating cash flows before movements in LEACEDHNLERSRE
working capifal 87,669 (14,092)
Decrease in trade and other receivables JiE U2 BR 3Rk K2 L i SR A K FELAS FRIB R,
and prepayments 27,935 110,170
Decrease/|increase) in contract assets BHBERD (M) 16,235 (13,675
Increase/(decrease) in trade and other payables JE S BR 3 K Efth FE A BB A0, O ) 357 (18,568
(Decrease)/increase in contract liabilities AHBaBORD) (7,390) 20,354
Cash generated from operations EEMFNRE 124,806 84,189
PRC income tax paid ENHREMRAEH (8,574) (47,759
NET CASH FROM OPERATING ACTIVITIES K& ZEMESEEFE 116,232 36,430
INVESTING ACTIVITIES RESEE
Purchase of property, plant and equipment, BEWE - WERREE  IRERH
net of deposit paid for acquisition of property, WEWE  BELAZBEITNES
plant and equipment (48,338) (20,736)
Capital injection of investment in an associate R—RBERARNKRETE (2,875) (150)
Purchase of equity instruments at fair value through W IZ A FEF AL M2 E KRS~
other comprehensive income EmTH (3,000) =
Proceeds from disposals of property, plant and LEME  BEMREMEHE
equipment 25,768 11,042
Proceeds from partial disposals of interest in & — B QR SR PTS K IE
an associate 1,008 =
Interest received SRS 11 Sl
NET CASH USED IN INVESTING ACTIVITIES & E8fARSFE (27,426) (9,793)
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Consolidated Statement of
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mEBEERER®

For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

2021 2020
=B —F —ECTF
RMB’000 RMB'000
ARET ARETFT
FINANCING ACTIVITIES & SE B

New bank borrowings raised HIMIBITERE 193,800 288,400
New other borrowings raised MgEMmES 6,800 189,082
Advances from directors of the Company REAQNRESNE T HIE (10,648) 157,486

Advances from non-controlling shareholders of B —H MTH% 7 B FE1E AR

a subsidiary PR R B ST 3K - 1,216
Proceeds received from share placements foﬁ@ﬂ’%ﬁﬂ%?ﬂ - 17,549
Proceeds received from subscription of REIE GRD ﬁfr KIE

new consolidated shares 85,913 -
Proceeds from issue of shares upon exercise of ITEERER BTG TS RIE

share options 1,420 -
Repayment of lease liabilities BRHEEAR (799) (1,203
Repayment of bank borrowings BEERRTEE (210,900) (292,000
Repayment of other borrowings BERAMEE (22,641) (204,160)
Repayment of advances from directors of the Company {E 38K B AR Al E M X RIA - (123,965)
Repayment of bonds payable BEENES (83,145) (3,000
Repayment of advances from non-controlling BiERE —FAME QR I EERR R

shareholders of a subsidiary 2]k g (1,500) (8,215)
Inferest paid AT FLE (36,550) (25,337)
Dividend payment to non-controlling shareholders of = 18— f& My BB A & &9 FE 2 1%

a subsidiary B ES RN ¥E) (7,790) (5,793)
NET CASH USED IN FINANCING ACTIVITIES @& Z8FMAESFE (86,040) (?,240)
NET INCREASE IN CASH AND ReRBELEYHEMTEE

CASH EQUIVALENTS 2,766 6,697
CASH AND CASH EQUIVALENTS AT FONRERELEEY

THE BEGINNING OF THE YEAR 29,309 12,612
CASH AND CASH EQUIVALENTS AT FRANRERAESEEY -

THE END OF THE YEAR, represented by MRTHEBRRS

bank balances and cash 32,075 29,309
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For the year ended 31 December 2021 HE - -4+ - A=+—HILEE

1.

GENERAL INFORMATIONAL

China Dredging Environment Protection Holdings Limited (the
"Company”’] was incorporated as an exempted company with
limited liability in the Cayman Islands and its shares are listed on
the Main Board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”]. The Company's immediate and ultimate
holding company is Wangiji Limited, a limited liability company
incorporated in the British Virgin Islands, which is ultimately
and wholly owned by Mr. Liv Kaijin (“Mr. Liv"), who is also the
Executive Director and Chairman of the board of directors of
the Company (the “Board”). The Company's registered office is
situated at Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman, KYT- 1111, Cayman Islands and its principal place of
business in Hong Kong is situated af Rooms 1501-2, 15/F., Siu
On Plaza, 482 Joffe Road, Causeway Bay, Hong Kong.

The Company acts as an investment holding company and
the particulars of its subsidiaries are sef out in Note 43 to the

consolidated financial statements.

The consolidated financial statements are presented in Renminbi

["RMB"), which is also the functional currency of the Company.

The English names of all the companies established in the PRC
presented in these consolidated financial statements represent the
best efforts made by the directors of the Company (the “Directors”)
for the translation of the Chinese names of these companies to

English names as they do not have official English names.

TEARRIERER AR

1.

—BER

FRERRRIERER AR (ARG ) AHSE
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EFXARAEEG([EES ) EEARELE
(TRIEE D ZREREZERE - ARRZEMRA
Z M Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman, KYT1-1111, Cayman
Islands - EEB X EL X B AT B MIBEEH £
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS

Going concern assessment

As of 31 December 2021, the Group had netf current
liabilities of approximately RMB194,377,000 (2020:
RMB557,449,000) and bank and other borrowings amounted
to approximately RMB276,300,000 and RMB47,574,000
(2020: RMB293,400,000 and RMB78,943,000), respectively
which will fall due within twelve months from the date of 31
December 2021. In addition, as at 31 December 2021, the
Group had capital commitments contracted but not provided
for of approximately RMB80,7 15,000 regarding acquisition of
property, plant and equipment and investment in a subsidiary
which is principally conducting in capital finance business.
[2020: RMB@1,008,000 regarding acquisition of property, plant
and equipment, investment in a subsidiary which is principally
conducting in capital finance business and investment in an

associate).

The conditions described above indicate the existence of
a material uncertainty which may cast significant doubt on the
Group’s ability to continue as a going concern and hence, its
ability fo realise its assets and discharge its liabilities in the normal

course of business.

In preparing the consolidated financial statements, the Directors
have given careful consideration to the future liquidity of the
Group. The Directors have reviewed the Group's cash flow
projections prepared by management. The cash flow projections
cover a period of not less than twelve months from the end of
the reporting period. They are of the opinion that, faking info
account the following plans and measures, the Group would have
sufficient working capital to finance its operations and to meet
its financial obligations as and when they fall due within the next
twelve months from the end of the reporting period. Nevertheless,
the consolidated financial statements were prepared based on the
assumption that the Group can be operated as a going concemn,

after taking info consideration of the following:

2. &

EUBBRERNBREE

FEKENM

%::::*EWL A=+—8 X&HED 5
BARHBEEFHENARKE194,377,0007T
—E_TEF /\EM557AAQOOO7E)*$E
THEREDARKE276,300000(ZF =%
i AR #293,400,000 7T ) & A fb & & 49
ANREEA7 574000t (Z B _2F - AR¥
78,043,000) - MHER_ZE-_—F+=A
=T —HEBTZEAAIE -t RZF——
F+-_A=+—8 AKERUBYE  BF
REARRE-HIBZREEARERK W
BRABYAD BEPFIRERNABHOARE
80,715,000t * ERBEBEEMHFIE - (ZF=-F
FrRUBEYE BEERSRE RE-BIENR
FERRMEEBZHMBARARIKRE —REKER
AIAR®91,008,0007T © )

LRBERBRAEEFEEATABRRERE - M
AEARHYAKERBECENENARERAE
EBBRTEREERERABZENBRERN
R e

BEREREMBHRERE  EECFEEREAEEL
ARRBDRCE - EFCEMNETEBERENESE
ER e RETEM - fﬁ%um%ﬁ\‘ﬁﬂ“@?ﬁéiﬁﬁ,ﬁﬂi
BADHR T —EANHRE - WERR - KEBLA
TEHEI R $%lﬁﬂ?&*ﬁia’]s BESXH
HEBRBETHEANREMRETRE T —EA
NEHWBMBEEE - AT - RER T SERE -
Zv?/:.\ﬁﬂ“#ﬁi%)ﬁﬁzﬁ’iI—JLM”“%“ME’]TE““
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

2. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

Going concern assessment (Continued)

(1) The Company obtained a letter of undertaking (the “Letter of
Undertaking”] from Mr. Liu that: (i) he agreed nof to request
the Group to repay the amount due fo him of approximately
RMB29,700,000, included in the amounts due to directors
of the Company until the Group has sufficient funds to meet
all the liabilities and financial obligations as and when they
fall due in the coming twelve months from 31 December
2021; and |ii) he also agreed to provide sufficient funds
to the Group so that the Group will be able to meet all the
liabilities and financial obligations as and when they fall due

in the coming twelve months from 31 December 2021;

(2] Since most of the bank borrowings as at 31 December
2021 of RMB276,300,000 were secured by the Group's
assefs, the Directors believe that it is highly probable that

they can be renewed in the next twelve months;

(3] The Directors also believe that it is highly probable that other
borrowings as at 31 December 2021 of approximately
RMB47,574,000 which will be matured within twelve

months after 31 December 2021 can be renewed: and

(4] The Group continues to generate cash inflows from its
operating activities by implementing measures to tighten cost
confrols over various operating expenses in order fo improve
its cash flows position and fo generate greater positive cash

inflows from its operations in the future.

On the basis of the above considerations, the Directors believe that
the Group is able fo satisfy ifs liabilities and financial obligations in
the foreseeable future and accordingly, the consolidated financial
statements have been prepared on a going concem basis. The
consolidated financial statements do not include any adjustments
relafing fo the carrying amounts and reclassification of assets and
liabilities that might be necessary should the Group be unable to

continue as a going concern.

2. GEVBBRRNVEREE )

BEKET L@

(1) ARBEEIEEZABR(TEHH])
ERRRINERE EEALEEHEER
CESENEBR TS =_—F+=A
—t+—BEFAX+-_EAARNIHzEE
CETEBRBEAZENEET AL - T
CERAEEEERENERBEBOARE
29,700,0007t * BEERBT ABMNARA]
BEEXE: KIETREEAENEEIREMH
ARES  BEAEEEHAENBEBER
—E-—F+-A=t+—8BEHER+=
MAREBraERBITEBBMZAME
S ET

2) BRE_Z-_—FT_A=+—HRAR
#276,300,000 LM RTTEE RE 9 19 B
AEBEEFET  EFHE ARKRA
BEAIR AR+ —EARBEEZEE

(3] EBEFNTHEEARKIURABER T =—
FTA=t—HHOR/ARK47,574,000
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

3. APPLICATION OF AMENDMENTS TO

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

Amendments to HKFRSs that are mandatorily
effective for the current year

In the current year, the Group has applied the following
amendments to HKFRSs issued by the Hong Kong Institute of
Certified Public Accountants ("HKICPA") for the first time, which are
mandatorily effective for the annual period beginning on or affer
1 January 2021 for the preparation of the consolidated financial
statements:
Amendments to HKFRS 16 Covid -19 — Related Rent
Concessions
Amendments to HKFRS 9,
HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16

Interest Rate Benchmark

Reform — Phase 2

The application of the amendments to HKFRSs in the current
year had no material impact on the Group's financial positions
and performance for the current and prior years and/or on the

disclosures set out in these consolidated financial statements.
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3. APPLICATION OF AMENDMENTS TO
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

New and amendment to HKFRSs in issue but

not yet effective

The Group has not early applied the following new and

amendments to HKFRSs that have been issued but are not yet

effective:

HKFRS 17

Amendments to HKFRS 3

Amendments to HKFRS 10
and HKAS 28

Amendments to HKAS 1

Amendments to HKAS 1 and
HKFRS Practice Statement 2

Amendments to HKAS 8

Amendments to HKAS 12

Amendments to HKAS 16

Amendments to HKAS 37

Amendment to HKFRS 16

Amendment to HKFRSs

Insurance Contracts and the related
Amendments?
Reference to the Conceptual Framework?

Sale or Contribution of Assets between
an Investor and its Associate or Joint
Venture*

Classification of liabilifies as Current
or Non-current and the related
amendments fo Hong Kong
Inferpretation 5(2020)

Disclosure of Accounting Policies’

Definition of Accounting Estimates®

Deferred Tax related fo Assefs and
liabilifies arising from a Single
Transaction®

Property, Plant and Equipment:
Proceeds before Infended Use?

Onerous Coniracts — Cost of Fulfilling
a Contract?

COVID-19-Related Rent Concessions
beyond 30 June 2021

Annual Improvements o HKFRSs

2018 - 2020 cycle?

! Effective for annual periods beginning on or after 1 April 2021.

Effective for annual periods beginning on or after 1 January 2022.

Effective for annual periods beginning on or after 1 January 2023.

& Effective for annual periods beginning on or after a date to be

determined.

The Directors anticipate that the application of all these new

and amendment to HKFRSs will have no material impact on the

consolidated financial statements in the foreseeable future.
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4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES

(a) Basis of preparation of consolidated
financial statements

The consolidated financial statements have been prepared
in accordance with HKFRSs issued by the HKICPA. For
the purpose of preparation of the consolidated financial
statements, information is considered material if such
information is reasonably expected to influence decisions
made by primary users. In addition, the consolidated
financial statements include applicable disclosures required
by the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Llimited and by the Hong Kong

Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis except for certain investment
properties and financial instruments that are measured af fair
values at the end of each reporting period, as explained in

the accounting policies set out below.

Historical cost is generally based on the fair value of the

consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an
asset or paid fo transfer a liability in an orderly fransaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes info
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability af the measurement date.
Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on
such a basis, except for share-based payment transactions
that are within the scope of HKFRS 2 Share-based Payment,
leasing fransactions that are accounted for in accordance
with HKFRS 16 leases, and measurements that have some
similarities to fair value but are not fair value, such as value

in use in HKAS 36 Impairment of Assets.

A, GEVBRERNEREERE
EERTEE

(o) ZEMBHRRNEREE

REMBRRDIREBTESAMAGRM
MBEBMBRELNRH - RREGEAH
BRRME WABENASERYeTE
T2APELNAE ABABERNKER
ER- W HREMBREBEEAHRAS
RXZMAERRAES EHRAREFERA
R PIRE B E AR -

BARBRERNEELRAZERY
ETRENERSBIANREREHE
B AFESH BN TR &SRR AL -

B 2 A — AR IR R IR B S AR 75 B AT AN
HRENAFERSE -

NFPERRAERHMSE2REEZMARE
BERGTPHEBREMUDEEEREER
XHWER MIwmZEERESEEAE
RYFEAEMEERMGER  EFWH2HE
ERAERNMBUEELRABEEREER
BEESBENEH QAAKERGFEE
FEENATERSEEZERH - ILE
REMBBRRPIEFER IREAED
RFENREEEETE  EBRBFEME
WERERNE2R/AK D BER T HAEE R
MM NRS RIEEEME RS ER
FIORABENEERS  UWREAFER
EETHEUSHBY QA FENAE(WNE
BEEEIOREERETEBER) K
e



90 China Dredging Environment Protection Holdings Limited

Notes to the Consolidated
Financial Statements (Continued)

R F T E Y R AT )
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4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(a)

(b)

Basis of preparation of consolidated
financial statements (Continued)

A fair value measurement of a nonfinancial asset takes info
account a market parficipant’s ability to generate economic
benefits by using the assef in its highest and best use or by
selling it to another market participant that would use the

asset in ifs highest and best use.

For investment properties and financial instruments which
are transacted at fair values and a valuation technique that
unobservable inputs are fo be used to measure fair value in
subsequent periods, the valuation technique is calibrated so
that at initial recognition the results of the valuation technique

equals the transaction price.

In addition, for financial reporting purposes, fair value
1, 2 or 3 based on

the degree fo which the inputs to the fair value measurements

measurements are categorised info Level

are observable and the significance of the inputs to the fair
value measurement in its entirety, which are described as

follows:

o level 1 inputs are quoted prices unadjusted) in active
markets for identical assefs or liabilities that the entity

can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices

included within Level 1, that are observable for the

asset or liability, either directly or indirectly; and

o level 3 inputs are unobservable inputs for the asset or

licbility.

Significant accounting policies

The principal accounting policies are set out below.
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4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b)

Significant accounting policies (Confinued)

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities (including
structures entities) controlled by the Company and its

subsidiaries. Confrol is achieved when the Company:
o has power over the investee;

° is exposed, or has rights, to variable returns from its

involvement with the investee; and
o has the ability to use its power to affect ifs returns.

The Group reassesses whether or not it confrols an investee
if facts and circumstances indicate that there are changes to

one or more of the three elements of control listed above.

When the Group has, directly or indirectly, less than a
majority of the voting rights or similar rights of an investee,
it has power over the investee when the voting rights are
sufficient to give it the practical ability to direct the relevant
activities of the investee unilaterally. The Group considers all
relevant facts and circumsfances in assessing whether or not
the Group's voting rights in an investee are sufficient to give

it power, including:

e the size of the Group's holding of voting rights relative
fo the size and dispersion of holdings of the other vote

holders;

o potential voting rights held by the Group, other vote

holders or other parties;

o rights arising from other confractual arrangements;
and
e any additional facts and circumstances that indicate

that the Group has, or does not have, the current
ability to direct the relevant activities at the time that
decisions need to be made, including voting patterns
at previous shareholders” meetings.
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

4. BASIS OF PREPARATION OF

CONSOLIDATED FINANCIAL STATEMENTS

AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Basis of consolidation (Continued)

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of during
the year are included in the consolidated statement of profit
or loss and other comprehensive income from the date the
Group gains control until the date when the Group ceases to

confrol the subsidiary.

Profit or loss and each item of other comprehensive income
are aftributed to the owners of the Company and to the
non-controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the Company and
to the non-controlling inferests even if this results in the non-

controlling interests having a deficit balance.

When necessary, adjustments are made to the financia
statements of subsidiaries to bring their accounting policies in

line with the Group’s accounting policies.

All infra-group assefs and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full on

consolidation.

Non-controlling inferests in subsidiaries are presented
separately from the Group's equity therein, which represent
present ownership interests entitling their holders to a
proportionate share of net assets of the relevant subsidiaries

upon liquidation.
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Business combinations or asset acquisitions
Opﬁonc| concentration test

The Group can elect to apply an optional concentration
fest, on a fransaction-by-transaction basis, that permits a
simplified assessment of whether an acquired set of activities
and assefs is not a business. The concentration fesf is met if
substantially all of the fair value of the gross assefs acquired
is concentrated in a single identifiable asset or group of
similar identifiable assets. The gross assets under assessment
exclude cash and cash equivalents, deferred tax assets, and
goodwill resulting from the effects of deferred tax liabilities.
If the concentration test is met, the set of activities and assets
is determined not fo be a business and no further assessment

is needed.

Asset acquisitions

When the Group acquires a group of assets and liabilities
that do not constitute a business, the Group identifies and
recognises the individual identifiable assets acquired and
liabilities assumed by allocating the purchase price first to
investment properties which are subsequently measured
under fair value model and financial assets/financial
liabilities at the respective fair values, the remaining
balance of the purchase price is then allocated to the other
identifiable assets and liabilities on the basis of their relative
fair values at the date of purchase. Such a transaction does

not give rise to goodwill or bargain purchase gain.

Business combinations

Acquisitions of businesses, other than business combination
under common control are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of
the assets transferred by the Group, liabilities incurred by the
Group fo the former owners of the acquiree and the equity
inferests issued by the Group in exchange for confrol of the
acquiree. Acquisitionelated costs are generally recognised

in profit or loss as incurred.
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4. BASIS OF PREPARATION OF

CONSOLIDATED FINANCIAL STATEMENTS

AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Business combinations or asset acquisitions
(Continued)

Business combinations (Continued)

Excepf for certain recognition exemptions, the identifiable
assets acquired and liabilities assumed must meet the
definitions of an asset and a liability in the Conceptual

Framework for Financial Reporting issued in September
2010.

At the acquisition date, the identifiable assets acquired and
the liabilities assumed are recognised at their fair value,
except that:

° deferred tax assets or liabilities, and assets or
liabilities related to employee benefit arrangements
are recognised and measured in accordance with
HKAS 12 Income Taxes and HKAS 19 Employee
Benefits respectively;

o liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into 1o
replace share-based payment arrangements of the
acquiree are measured in accordance with HKFRS 2
Share-based Payment at the acquisition date [see the
accounting policy below);

e assefs [or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 Non-current
Assets Held for Sale and Discontinued Operations are
measured in accordance with that standard; and

o lease liabilities are recognised and measured at
the present value of the remaining lease payments
(as defined in HKFRS 16 Lleases) as if the acquired
leases were new leases at the acquisition date,
except for leases for which (a) the lease term ends
within 12 months of the acquisition date; or (b] the
underlying asset is of low value. Rightof-use assets are
recognised and measured at the same amount as the
relevant lease liabilities, adjusted to reflect favourable
or unfavourable terms of the lease when compared

with market terms.
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Business combinations or asset acquisitions
(Continued)

Business combinations (Continued)

Goodwill is measured as the excess of the sum of the
consideration fransferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity inferest in the acquiree [if any) over
the net amount of the identifiable assets acquired and
the liabilities assumed as at acquisition date. If, after re-
assessment, the net amount of the identifiable assets
acquired and liabilities assumed exceeds the sum of the
consideration transferred, the amount of any non- controlling
interests in the acquiree and the fair value of the acquirer’s
previously held inferest in the acquiree [if any), the excess
is recognised immediately in profit or loss as a bargain

purchase gain.

Non-controlling inferests that are present ownership interests
and entitle their holders to a proportionate share of the
relevant subsidiary’s nef assets in the event of liquidation
are initially measured af the non-controlling interests’
proportionate share of the recognised amounts of the
acquiree’s identifiable net assets or at fair value. The
choice of measurement basis is made on a fransaction-by-

transaction basis.

When the consideration transferred by the Group in a
business combination includes a contingent consideration
arrangement, the contingent consideration is measured
at its acquisition-date fair value and included as part of
the consideration transferred in a business combination.
Changes in the fair value of the contingent consideration
that qualify as measurement period adjustments are
adjusted refrospectively. Measurement period adjustments
are adjustments that arise from additional information
obtained during the “measurement period” (which cannot
exceed one year from the acquisition date] about facts and

circumstances that existed at the acquisition date.
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4. BASIS OF PREPARATION OF

CONSOLIDATED FINANCIAL STATEMENTS

AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Business combinations or asset acquisitions
(Continued)

Business combinations (Continued)

The subsequent accounting for the contingent consideration
that do not qualify as measurement period adjustments
depends on how the contingent consideration is classified.
Contingent consideration that is classified as equity is not
remeasured at subsequent reporting dates and ifs subsequent
seftlement is accounted for within equity. Contingent
consideration that is classified as an asset or a liability is
remeasured fo fair value at subsequent reporting dates, with
the corresponding gain or loss being recognised in profit or
loss.

When a business combination is achieved in stages, the
Group's previously held equity interest in the acquiree is
remeasured fo fair value at the acquisition date |(i.e. the
date when the Group obtains control), and the resulting
gain or loss, if any, is recognised in profit or loss or other
comprehensive income, as appropriate. Amounts arising
from inferests in the acquiree prior to the acquisition date that
have previously been recognised in other comprehensive
income and measured under HKFRS 9@ would be accounted
for on the same basis as would be required if the Group had

disposed directly of the previously held equity inferest.

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts
for the items for which the accounting is incomplete. Those
provisional amounts are adjusted retrospectively during the
measurement period (see above), and additional assets or
liabilities are recognised, to reflect new information obtained
about facts and circumstances that existed at the acquisition
date that, if known, would have affected the amounts
recognised at that date.
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)
Goodwill

Goodwill arising on an acquisition of a business is carried at
cost as established at the date of acquisition of the business

less any accumulated impairment losses, if any.

For the purposes of impairment festing, goodwill is allocated
fo each of the Group's cash-generating units that is expected
to benefit from the synergies of the combination, which
represent the lowest level at which the goodwill is monitored
for internal management purposes and not |orger than an

operating segment.

A cash-generating unit to which goodwill has been allocated
is tested for impairment annually or more frequently when
there is indication that the unit may be impaired. If the
recoverable amount of the cash-generating unit is less than
its carrying amount, the impairment loss is allocated first to
reduce the carrying amount of any goodwill allocated to the
unit and then to the other assets of the unit on a pro rata basis
based on the carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognised directly in profit
or loss. An impairment loss recognised for goodwill is not

reversed in subsequent periods.

On disposal of the relevant cash-generating unit or any of
the cash- generating unit within the group of cash-generating
units, the affributable amount of goodwill is included in the
defermination of the amount of profit or loss on disposal.
When the Group disposes of an operation within the cash-
generating unit, the amount of goodwill disposed of is
measured on the basis of the relative values of the operation
[or the cash-generating unit) disposed of and the portion of

the cash-generating unit refained.
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

4. BASIS OF PREPARATION OF

CONSOLIDATED FINANCIAL STATEMENTS

AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Investments in associates

An associate is an entity over which the Group has
significant influence. Significant influence is the power to
participate in the financial and operating policy decisions
of the investee but is not control or joint control over those

policies.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting. The financial
statements of associates used for equity accounting purposes
are prepared using uniform accounting policies as those
of the Group for like transactions and events in similar
circumstances. Under the equity method, an investment
in an associate is initially recognised in the consolidated
statement of financial position af cost and adjusted thereafter
fo recognise the Group's share of the profit or loss and other
comprehensive income of the associate. VWhen the Group's
share of losses of an associate exceeds the Group's interest
in that associate (which includes any longerm interests that,
in substance, form part of the Group's net investment in the
associate), the Group discontinues recognising its share
of further losses. Additional losses are recognised only to
the extent that the Group has incurred legal or constructive

obligations or made payments on behalf of the associate.

An investment in an associate is accounted for using
the equity method from the date on which the investee
becomes an associate. On acquisition of the investment in
an associate, any excess of the cost of the investment over
the Group's share of the net fair value of the identifiable
assets and liabilities of the investee is recognised as
goodwill, which is included within the carrying amount of the
investment. Any excess of the Group's share of the net fair
value of the identifiable assets and liabilities over the cost of
the investment, after reassessment, is recognised immediately
in profit or loss in the period in which the investment is

acquired.
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4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b)

Significant accounting policies (Continued)

Investments in associates (Continued)

The Group assesses whether there is an objective evidence
that the interest in an associate may be impaired. When any
objective evidence exists, the entire carrying amount of the
investment (including goodwill) is tested for impairment in
accordance with HKAS 36 Impairment of assets as a single
asset by comparing its recoverable amount (higher of value
in use and fair value less costs of disposal) with ifs carrying
amount. Any impairment loss recognised is not allocated to
any asset, including goodwill, that forms part of the carrying
amount of the investment. Any reversal of that impairment
loss is recognised in accordance with HKAS 36 Impairment
of assets fo the extent that the recoverable amount of the

investment subsequently increases.

When the Group ceases to have significant influence over
an associate, it is accounted for as a disposal of the enfire
interest in the investee with a resulting gain or loss being
recognised in profit or loss. When the Group retains an
inferest in the former associate and the retained inferest is
a financial asset within the scope of HKFRS 9 Financial
Instruments, the Group measures the refained interest at
fair value at that date and the fair value is regarded as ifs
fair value on initial recognition. The difference between
the carrying amount of the associate and the fair value of
any retained interest and any proceeds from disposing
of the relevant interest in the associate is included in
the defermination of the gain or loss on disposal of the
associate. In addition, the Group accounts for all amounts
previously recognised in other comprehensive income in
relafion to that associafe on the same basis as would be
required if that associate had directly disposed of the related
assets or liabilities. Therefore, if a gain or loss previously
recognised in other comprehensive income by that associate
would be reclassified to profit or loss on the disposal of the
related assets or liabilities, the Group reclassifies the gain
or loss from equity to profit or loss [as a reclassification
adjustment] upon disposal /partial disposal of the relevant

associate.
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4.

BASIS OF PREPARATION OF

CONSOLIDATED FINANCIAL STATEMENTS

AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Investments in associates (Continued)

When the Group reduces its ownership interest in an
associate but the Group continues to use the equity method,
the Group reclassifies to profit or loss the proportion of
the gain or loss that had previously been recognised in
other comprehensive income relating to that reduction in
ownership inferest if that gain or loss would be reclassified
to profit or loss on the disposal of the related assets or

liabilities.

When a group entfity transacts with an associate of the
Group, profits and losses resulting from the fransactions with
the associate are recognised in the consolidated financial
statements only fo the extent of interests in the associate that

are not related to the Group.

Revenue from contracts with customers

The Group recognises revenue when [or as) a performance
obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is

transferred to the customer.

A performance obligation represents a good and service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Confrol is transferred over time and revenue is recognised
over time by reference to the progress towards complefe
satisfaction of the relevant performance obligation if one of

the following criteria is met:

e the cusfomer simulfaneously receives and consumes
the benefits provided by the Group's performance as

the Group performs;

e the Group's performance creafes and enhances an
asset that the customer confrols as the Group performs;
or

O the Group's performance does nof create an assef

with an alternative use to the Group and the Group
has an enforceable right to payment for performance

completed to date.
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4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Revenue from contracts with customers
(Continued)
Otherwise, revenue is recognised af a point in fime when the

customer obtains confrol of the disfinct good or service.

A confract asset represents the Group's right to consideration
in exchange for goods or services that the Group has
fransferred to a customer that is not yet unconditional. It is
assessed for impairment in accordance with HKFRS 9. In
confrast, a receivable represents the Group's unconditional
right to consideration, i.e. only the passage of time is

required before payment of that consideration is due.

A contract liability represents the Group’s obligation to
fransfer goods or services o a customer for which the Group
has received consideration (or an amount of consideration is

due) from the customer.

A contract asset and a confract liability relating to a contract

are accounted for and presented on a net basis.

Over time revenue recognition: measurement

of progress towards complete satisfaction of a
performance obligation

Output method

Where revenue is recognised over time, the progress
towards complete safisfaction of a performance obligation
is measured based on output method, which is to recognise
revenue on the basis of direct measurements of the value
of the goods or services transferred to the customer to date
relative to the remaining goods or services promised under
the contract, that best depict the Group's performance in
transferring control of goods or services.
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4. BASIS OF PREPARATION OF

CONSOLIDATED FINANCIAL STATEMENTS

AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Revenue from contracts with customers
(Continued)

Over time revenue recognition: measurement

of progress towards complete satisfaction of

a performance obligation (Continued)

Variable consideration

For contracts that contain variable consideration, the Group
estimates the amount of consideration to which it will be
entifled using either (a) the expected value method or (b)
the most |ike|y amount, dependmg on which method better
predicts the amount of consideration fo which the Group will
be entitled.

The estimated amount of variable consideration is included
in the fransaction price only to the extent that it is highly
probable that such an inclusion will not result in a significant
revenue reversal in the future when the uncertainty associated

with the variable consideration is subsequently resolved.

At the end of each reporting period, the Group updates
the estimated transaction price (including updating its
assessment of whether an estimate of variable consideration
is constrained) to represent faithfully the circumstances
present af the end of the reporting period and the changes

in circumstances during the reporting period.

Contract modifications are changes in the scope or price
[or both) of a contract that are approved by the parties fo
the contract. The Group recognises a confract modification
when the parties fo a confract approve a modification that
either creates new, or changes existing, enforceable rights
and obligations of the parties to the contract. Contract
modifications are included in the fransaction price only if it
is probable that the modification estimate will not result in
a significant reversal of revenue. The nature of the Group’s
confracts seldom give rise fo contract modifications based on
historical information and thus contract modifications are nof

routine in the performance of the Group's confracts.
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4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Leases

Definition of a lease

A contract is, or contains, a lease if the confract conveys the
right to control the use of an identified asset for a period of

fime in exchange for consideration.

For contracts entered into or modified or arising from
business combinations on or after the date of initial
application, the Group assesses whether a confract is or
confains a lease based on the definition under HKFRS 16
leases at inception, modification date or acquisition date,
as appropriate. Such contract will not be reassessed unless
the terms and conditions of the contract are subsequently

changed.

The Group as a lessee

Allocation of consideration to components of a contract

For a contract that contains a lease component and one or
more additional lease or nonlease components, the Group
allocates the consideration in the contract to each lease
component on the basis of the relative stand-alone price of
the lease component and the aggregate stand-alone price of

the non-lease components.

Non-lease components are separated from lease component

on the basis of their relative stand-alone prices.

Shortterm leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption fo leases of property, plant and equipment
that have a lease term of 12 months or less from the
commencement date and do not contain a purchase option.
It also applies the recognition exemption for lease of low-
value assets. lease payments on short- ferm leases and
leases of low-value assefs are recognised as expense on a
straightline basis or another systematic basis over the lease

term.
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4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Leases (Continued)
The Group as a lessee (Continued)
Rightof-use assets

The cost of rightof-use asset includes:

o the amount of the initial measurement of the lease
liability;

e any lease payments made at or before the
commencement date, less any lease incentives
received;

e any inifial direct costs incurred by the Group; and

e an esfimafe of costs to be incurred by the Group

in dismantling and removing the underlying assets,
restoring the site on which it is located or resforing the
underlying asset to the condition required by the ferms

and conditions of the lease.

Except for those are classified as investment properties and
measures under fair value model, right-of-use assets are
measured at cost, less any accumulated depreciation and
impairment losses, and adjusted for any remeasurement of

lease liabilities.

Rightof-use assets in which the Group is reasonably certain
fo obtain ownership of the underlying leased assefs af the
end of the lease term are depreciated from commencement
date to the end of the useful life. Otherwise, right-of-use
assets are depreciated on a straight-line basis over the

shorter of its estimated useful life and the lease term.

The Group presents rightofuse assefs that do not meet the
definition of investment property as a separate line item on
the consolidated statement of financial position. Right-of-
use assefs that meet the definition of investment property are

presenfed within “investment properties”.
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4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Leases (Continued)

The Group as a lessee (Continued)

Refundable rental deposits

Refundable rental deposits paid are accounted under
HKFRS @ Financial Instruments and initially measured at fair
value. Adjustments to fair value at initial recognition are
considered as additional lease payments and included in the

cost of right-of- use asses.

lease liabilities

At the commencement date of a lease, the Group recognises
and measures the lease liability at the present value of
lease payments that are unpaid at that date. In calculating
the present value of lease payments, the Group uses the
incremental borrowing rate at the lease commencement
date if the interest rate implicit in the lease is not readily

determinable.
The lease payments include:

e fixed payments (including in-substance fixed

payments) less any lease incentives receivable;

e variable lease payments that depend on an index or
a rate, initially measured using the index or rate as at

the commencement date;

e amounfs expected fo be payable by the Group under

residual value guarantees;

e the exercise price of a purchase option if the Group is

reasonably cerfain to exercise the option; and

o payments of pendlties for terminating a lease, if the
lease ferm reflects the Group exercising an option fo

terminate the lease.

After the commencement date, lease liabilities are adjusted

by inferest accretion and lease payments.
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R F T E Y R AT )

For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

4. BASIS OF PREPARATION OF

CONSOLIDATED FINANCIAL STATEMENTS

AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Leases (Continued)

The Group as a lessee (Continued)

Lease liabilities (Continued)

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use assets)

whenever:

o the lease term has changed or there is a change in
the assessment of exercise of a purchase opfion, in
which case the related lease liability is remeasured
by discounting the revised lease payments using a

revised discount rate at the date of reassessment.

e the lease payments change due to changes in market
renfal rates following a market rent review/expected
payment under a guaranteed residual value, in which
cases the related lease liability is remeasured by
discounting the revised lease payments using the inifial

discount rate.

The Group presents lease liabilities as a separate line item

on the consolidated statement of financial position.

The Group as lessor

Classification and measurement of leases

leases for which the Group is a lessor are classified as
finance or operating leases. Whenever the terms of the lease
transfer substantially all the risks and rewards incidental to
ownership of an underlying asset to the lessee, the contract
is classified as a finance lease. All other leases are classified

as operating leases.

Amounts due from lessees under finance leases are
recognised as receivables at commencement date at
amounts equal to net investments in the leases, measured
using the interest rate implicit in the respective leases. Initial
direct costs (other than those incurred by manufacturer or
dealer lessors) are included in the initial measurement of the
net investments in the leases. Inferest income is allocated fo
accounting periods so as to reflect a constant periodic rate
of refurn on the Group's net investment outstanding in respect

of the leases.
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Leases (Confinued)

The Group as lessor (Continued)

Classification and measurement of leases (Continued)
Rental income from operating leases is recognised in
profit or loss on a straightline basis over the term of the
relevant lease. Initial direct costs incurred in negotiating and
arranging an operating lease are added fo the carrying
amount of the leased assef, and such costs are recognised
as an expense on a straightline basis over the lease term
except for investment properties measured under fair value
model. Variable lease payments for operating leases that
depend on an index or a rate are estimated and included in
the fotal lease payments to be recognised on a sfraight- line
basis over the lease term. Variable lease payments that do
not depend on an index or a rate are recognised as income
when they arise. When a lease contract contains a specific
clause that provides for rent reduction or suspension of rent
in the event that the underlying assets [or any part thereof]
are affected by adverse events beyond the control of the
Group and the lessee so as fo render the underlying assefs
unfit or not available for use, the relevant rent reduction
or suspension of rent resulting from the specific clause is
accounted for as part of the original lease and not as a lease
modification. Such rent reduction or suspension of rent is
recognised in profit or loss in the period in which the event
or condition that triggers those payments fo occur.

Interest and rental income which are derived from the
Group's ordinary course of business are presented as
revenue.

Allocation of consideration fo components of a contract
When a contract includes both leases and non-lease
components, the Group applies HKFRS 15 Revenve from
Confracts with Customers to allocate consideration in a
contract to lease and non-lease components. Non-lease
components are separafed from lease component on the
basis of their relative stand-alone selling prices.

Refundable rental deposits

Refundable rental deposits received are accounted for under
HKFRS @ Financial Instruments and initially measured at fair
value. Adjustments to fair value at initial recognition are

considered as addifional lease payments from lessees.
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4. BASIS OF PREPARATION OF 4.
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)
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(b) Significant accounting policies (Continued)

Leases (Continued)

Sale and leaseback transactions

The Group applies the requirements of HKFRS 15 to assess
whether sale and leaseback transaction constitutes a sale by
the Group.

For a transfer that does not satisfy the requirements as a sale,
the Group as a sellerlessee continues fo recognise the assets
and accounts for the transfer proceeds as other borrowings
within the scope of HKFRS 9.

Foreign currencies

In preparing the financial statements of each individual
group entity, fransactions in currencies other than the entity’s
functional currency (foreign currencies) are recognised
at the rates of exchange prevailing on the dates of the
transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at
the rates prevailing at that dafe. Non- monetary items that
are measured in terms of historical cost in a foreign currency
are not refranslated.

Exchange differences arising on the setlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise.

Borrowing costs

Borrowing costs directly atfributable to the acquisition,
construction or production of qualifying assets, which are
assefs that necessarily take a substantial period of fime to get
ready for their infended use or sale, are added to the cost
of those assets, until such time as the assets are substantially
ready for their infended use or sale.

Any specific borrowing that remain outstanding after
the related asset is ready for its intended use or sale is
included in the general borrowing pool for calculation of
capitalisation rate on general borrowings. Investment income
eamed on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted
from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in

the period in which they are incurred.
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For the year ended 31 December 2021 BEZ T - —F+-_A=+—HBItFE

4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Government grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.

Government grants are recognised in profit or loss on
a systematic basis over the periods in which the Group
recognises as expenses the related costs for which the grants
are infended fo compensate.

Government grants that are receivable as compensation
for expenses or losses already incurred or for the purpose
of giving immediate financial support to the Group with no
future related cosfs are recognised in profit or loss in the
period in which they become receivable. Such grants are
presented under “other income”.

Employee benefits

Refirement benefit costs

Payments to defined contribution schemes are recognised as
an expense when employees have rendered service entitling
them to the contributions. For forfeited contributions that are
not vest fully, if any, may be used to reduce the existing level
of contributions.

Payments made to state-managed retirement benefit
schemes are dealt with as payments to defined contribution
plans where the Group's obligations under the schemes
are equivalent to those arising in a defined contribution
retirement benefit plan.

Short-term and other long-term emp|oyee benefits
Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid
as and when employees rendered the services. All short-
ferm employee benefits are recognised as an expense unless
another HKFRS requires or permits the inclusion of the benefit
in the cost of an asset.

A liability is recognised for benefits accruing to employees
[such as wages and salaries, annual leave and sick leave)

after deducting any amount already paid.
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4. BASIS OF PREPARATION OF

CONSOLIDATED FINANCIAL STATEMENTS

AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

TEARRIERER AR

4.

(b) Significant accounting policies (Continued)

Employee benefits (Continued)

Short-term and other long-term employee benefits
(Continued)

Liabilities recognised in respect of other long-term
employee benefits are measured at the present value of
the estimated future cash outflows expected to be made by
the Group in respect of services provided by employees
up to the reporting date. Any changes in the liabilities’
carrying amounts resulting from service cost, interest and
remeasurements are recognised in profit or loss except to the
extent that another HKFRS requires or permits their inclusion

in the cost of an asset.

Share-based payments

Equity-settled share-based payment
transactions

Share options granted to employees

Equity-settled share-based payments to employees and others
providing similar services are measured at the fair value of

the equity instruments at the grant date.

The fair value of the equity-setiled share-based payments
determined at the grant date without taking into
consideration all non-market vesting conditions is expensed
on a straightline basis over the vesting period, based on
the Group's esfimate of equity instruments that will eventually
vest, with a corresponding increase in equity (share options
reserve). At the end of each reporting period, the Group
revises its estimate of the number of equity instruments
expected fo vest based on assessment of all relevant non-
market vesting conditions. The impact of the revision of the
original estimates, if any, is recognised in profit or loss such
that the cumulative expense reflects the revised estimate, with

a corresponding adjustment to the share options reserve.

When share options are exercised, the amount previously
recognised in share options reserve will be transferred to
share capital and share premium. When the share options
are forfeited after the vesting date or are still not exercised
at the expiry date, the amount previously recognised in
share options reserve will be transferred fo refained profits/

accumulated losses.
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Taxation
Income tax expense represents the sum of the tax currently
payable and deferred tax.

Current Tax

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from “profit/(loss) before tax" as
reported in the consolidated statement of profit or loss and
other comprehensive income because of items of income or
expense that are taxable or deductible in other years and
items that are never taxable or deductible. The Group's
liability for current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of each
reporting period.

Deferred Tax

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax
bases used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised for
all deductible temporary differences to the extent that it is
probable that taxable profits will be available against which
those deductible tfemporary differences can be utilised. Such
deferred tax assets and liabilities are not recognised if the
temporary difference arises from the initial recognition (other
than in a business combination) of assets and liabilities in
a fransaction that affects neither the taxable profit nor the
accounting profit. In addition, deferred fax liabilities are not
recognised if the temporary difference arises from the initial
recognition of goodwill.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associate, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible temporary
differences associated with such investments and interest are
only recognised to the extent that it is probable that there
will be sufficient taxable profits against which to utilise the
benefits of the temporary differences and they are expected
fo reverse in the foreseeable future.
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Taxation (Continued)

Deferred Tax (Continued)

The carrying amount of deferred tax assets is reviewed af the
end of each reporting period and reduced to the exfent that
it is no longer probable that sufficient taxable profits will be

available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is seffled or the asset is realised based on tax rafe
[and tax laws) that have been enacted or substantively

enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects
the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period,
fo recover or seffle the carrying amount of its assefs and

liabilities.

For the purposes of measuring deferred tax for investment
properties that are measured using the fair value model,
the carrying amounts of such properties are presumed fo be
recovered entirely through sale, unless the presumption is
rebutted. The presumption is rebutted when the investment
property is depreciable and is held within a business
model whose objective is fo consume substantially all of the
economic benefits embodied in the investment property over

time, rather than through sale.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current fax liabilities and when they relate fo income taxes

levied by the same taxation authority.
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4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Taxation (Continued)

Current and deferred tax for the year

Current and deferred tax are recognised in profit or loss,
except when they relate fo ifems that are recognised in other
comprehensive income or directly in equity, in which case
the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.
Where current tax or deferred tax arises from the initial
accounting for a business combination, the tax effect is
included in the accounting for the business combination.

In assessing any uncertainty over income fax treatments,
the Group considers whether it is probable that the relevant
tax authority will accept the uncertain tax freatment used,
or proposed to be use by individual group entfities in their
income tax filings. If it is probable, the current and deferred
taxes are determined consistently with the tax freatment in
the income tax filings. If it is not probable that the relevant
taxation outhorH\/ will accept an uncerfain fax freatment, the
effect of each uncertainty is reflected by using either the most
likely amount or the expected value.

Property, plant and equipment

Property, plant and equipment including buildings and
leasehold land (classified as finance leases) held for use
in the production or supply of services or administrative
purposes (other than construction in progress as described
below| are stated in the consolidated statement of financial
position at cost, less subsequent accumulated depreciation
and subsequent accumulated impairment losses, if any.

Properties, plant and equipment in the course of construction
for production, supply or administrative purposes are carried
at cost, less any recognised impairment loss. Costs include
any cost directly attributable to bringing the asset fo location
and condition necessary for it to be capable of operating
in the manner infended by management and, for qualifying
assefs, borrowing costs capitalised in accordance with
the Group's accounting policy. Such properties, plant and
equipment are classified to the appropriate categories of
property, plant and equipment when complefed and ready
for infended use. Depreciation of these assefs, on the same
basis as other property assefs, commences when the assets

are ready for their infended use.
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4. BASIS OF PREPARATION OF

CONSOLIDATED FINANCIAL STATEMENTS

AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Property, plant and equipment (Continued)

If an item of property, plant and equipment becomes
an investment property because its use has changed as
evidenced by end of owneroccupation, any difference
between the carrying amount and the fair value of that
item (including the relevant leasehold land classified as
rightof-use assets) at the date of transfer is recognised in
other comprehensive income and accumulated in property
revaluation reserve. On the subsequent sale or retirement of
the asset, the relevant revaluation reserve will be transferred
directly to refained profits.

Depreciation is recognised so as to write off the cost of
assets [other than properties under construction) less their
residual values over their useful lives, using the straight-
line method. The estimated useful lives, residual values
and depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate
accounted for on a prospective basis.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected fo arise from the confinued use of the assef. Any
gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

Investment properties

Investment properties are properties or right-of-use assefs
by the lessee held to earn rentals and/or for capital
appreciation (including properties under constfruction for
such purposes).

Investment properties are initially measured at cost,
including any directly attributable expenditure. Subsequent
to initial recognition, investment properties are measured
at fair valve, adjusted to exclude any prepaid or accrued
operating lease income.

Gains or losses arising from changes in the fair value of
investment properties are included in profit or loss for the
period in which they arise.
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Investment properties (Continued)

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use and no future economic benefits are expected from
its disposals. Any gain or loss arising on derecognition of
the property (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset)
is included in the profit or loss in the period in which the
property is derecognised.

Intangible assets

Intangible assets with finite useful lives that are acquired
separately are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation for
intangible assets with finite useful lives is recognised on
a straightline basis over their estimated useful lives. The
estimated useful life and amortisation method are reviewed
at the end of each reporting period, with the effect of any
changes in estimate being accounted for on a prospective
basis. Intangible assets with indefinite useful lives that are
acquired separately are carried at cost less any subsequent

accumulated impairment losses.

An infangible asset is derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. Gains and losses arising from derecognition of an
infangible asset, measured as the difference between the net
disposal proceeds and the carrying amount of the asset, are

recognised in profit or loss when the asset is derecognised.
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b)

Significant accounting policies (Continued)

Impairment losses on property, plant and
equipment, right-of-use assets and intangible
assets other than goodwiill

At the end of each reporting period, the Group reviews the
carrying amounts of its property, plant and equipment, right-
of-use assets and intangible assets with finite useful lives to
defermine whether there is any indication that those assefs
have suffered an impairment loss. If any such indication
exists, the recoverable amount of the relevant asset is
estimated in order to determine the extent of the impairment

loss, if any.

The recoverable amount of property, plant and equipment
and rightof-use assefs are estimated individually. When it is
not possible fo estimate the recoverable amount individually,
the Group estimates the recoverable amount of the cash-

generating unit fo which the assef belongs.

In testing a cash-generating unit for impairment, corporate
assefs are allocated to the relevant cash-generating unit
when a reasonable and consistent basis of allocation can be
established, or otherwise they are allocated to the smallest
group of cash generating units for which a reasonable
and consistent allocation basis can be established. The
recoverable amount is determined for the cash-generating
unit or group of cash-generating units to which the corporate
asset belongs, and is compared with the carrying amount of
the relevant cash-generating unit or group of cash-generating

units.

Recoverable amount of property, plant and equipment and
right-of- use assets is the higher of fair value less costs of
disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-fax discount rate that reflects current
market assessments of the time value of money and the risks
specific to the asset (as a cash-generating unit) for which the

estimates of future cash flows have not been adjusted.
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b)

Significant accounting policies (Continued)

Impairment losses on property, plant and
equipment, right-of-use assets and intangible
assets other than goodwill (Continued)

If the recoverable amount of an asset loss or gain is
estimated fo be less than ifs carrying amount, the carrying
amount of the asset (or a cash- generating unit) is reduced
fo its recoverable amount. For corporate assets or portion
of corporate assefs which cannot be allocated on a
reasonable and consistent basis to a cash-generating unit,
the Group compares the carrying amount of a group of
cash- generating units, including the carrying amounts of the
corporate assets or portion of corporate assets allocated
to that group of cash-generating units, with the recoverable
amount of the group of cash-generating units. In allocating
the impairment loss, the impairment loss is allocated first to
reduce the carrying amount of any goodwill (if applicable]
and then to the other assefs on a pro- rata basis based on
the carrying amount of each asset in the unit or the group
of cash-generating units. The carrying amount of an asset
is not reduced below the highest of its fair value less costs
of disposal [if measurable), its value in use [if deferminable)
and zero. The amount of the impairment loss that would
otherwise have been allocated fo the asset is allocated
pro rata fo the other assets of the unit or the group of
cash-generating units. An impairment loss is recognised

immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit) is
increased to the revised estimate of its recoverable amount,
but so that the increased carrying amount does not exceed
the carrying amount that would have been determined had
no impairment loss been recognised for the asset (or cash-
generating unit] in prior years. A reversal of an impairment
loss is recognised as income immediately.
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

4. BASIS OF PREPARATION OF

CONSOLIDATED FINANCIAL STATEMENTS

AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Provisions

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event,
it is probable that the Group will be required to seftle that
obligation, and a reliable estimate can be made of the

amount of the obligation.

The amount recognised as a provision is the best estimate
of the consideration required to seffle the present obligation
at the end of the reporfing period, Toking info account the
risks and uncertainties surrounding the obligation. When a
provision is measured using the cash flows estimated fo settle
the present obligation, ifs carrying amount is the present
value of those cash flows (where the effect of the time value

of money is material).

Financial instruments

Financial assets and financial liabilities are recognised when
a group entity becomes a party to the contractual provisions
of the instrument. All regular way purchases or sales of
financial assets are recognised and derecognised on a trade
date basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assefs within
the time frame established by regulation or convention in the

market place.

Financial assefs and financial liabilities are initially measured
at fair value except for frade and other receivables arising
from contracts with customers which are initially measured
in accordance with HKFRS 15 Revenue from contracts with
customers. Transaction costs that are directly attributable
fo the acquisition or issue of financial assefs and financial
liabilities (other than financial assets or financial liabilities at
fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets
or financial liabiliies af fair value through profit or loss are

recognised immediately in profit or loss.
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Financial instruments (Continued)

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income and interest expense over
the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts and
payments [including all fees and points paid or received that
form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) through the expected
life of the financial asset or financial liability, or, where
appropriafe, a shorter period, to the net carrying amount on
initial recognition.

Financial assets
Classification and subsequent measurement of financial

assets
Financial assets that meet the following conditions are
subsequently measured at amortised cost:

e the financial asset is held within a business model
whose objective is to collect contractual cash flows;
and

e the contractual terms give rise on specified dates to

cash flows that are solely payments of principal and
interest on the principal amount outstanding.

Financial assets that meet the following conditions
are subsequently measured at fair value through other
comprehensive income ("FVTOCI"):

e the financial asset is held within a business model
whose objective is achieved by both selling and
collecting contractual cash flows; and

e the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

All other financial assets are subsequently measured at fair
value through profit or loss (“FVTPL"), except that at initial
recognition of a financial asset the Group may irrevocably
elect to present subsequent changes in fair value of an
equity investment in other comprehensive income if that
equity investment is neither held for trading nor contingent
consideration recognised by an acquirer in a business
combination to which HKFRS 3 Business Combinations

applies.
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4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Financial instruments (Confinued)

Financial assets (Continued)

Classification and subsequent measurement of
financial assets (Continued|

A financial asset is held for trading if:

o it has been acquired principally for the purpose of
selling in the near term; or

e on initial recognition it is a part of a portfolio of
identified financial instruments that the Group
manages together and has a recent actual pattern of
shortterm profittaking; or

L]

it is a derivative that is not designated and effective as
a hedging instrument.

In addition, the Group may irrevocably designate a financial

asset that are required to be measured at the amortised cost

or FVTOCI as measured at FVTPL if doing so eliminates or

significantly reduces an accounting mismatch.

(i)

Amortised cost and interest income

Interest income is recognised using the effective
interest method for financial assets measured
subsequently at amortised cost and debt instruments/
receivables subsequently measured at FVTOCI.
For financial instruments other than purchased or
originated credit-impaired financial assets, interest
income is calculated by applying the effective interest
rate fo the gross carrying amount of a financial asset,
except for financial assets that have subsequently
become creditimpaired. For financial assets that have
subsequently become creditimpaired, interest income
is recognised by applying the effective interest rate
fo the amortised cost of the financial asset from the
next reporting period. If the credit risk on the credit
impaired financial instrument improves so that the
financial asset is no longer creditimpaired, interest
income is recognised by applying the effective interest
rate to the gross carrying amount of the financial asset
from the beginning of the reporting period following
the determination that the asset is no longer credit

impaired.
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Classification and subsequent measurement of
financial assets (Continued|

(i)

Equity instruments designated as at FVTOC]

Investments in equity instruments at FVTOCI are
subsequently measured at fair value with gains and
losses arising from changes in fair value recognised
in other comprehensive income and accumulated in
the other reserve; and are not subject fo impairment
assessment. The cumulative gain or loss will not be
reclassified to profit or loss on disposal of the equity
investments, and will be transferred to refained profit/
accumulated losses.

Impairment of financial assefs

The Group performs impairment assessment under
expected credit losses ("ECL") model on financial
assets (including trade and other receivables and
bank balances), and other items (including contract
assets] which are subject to impairment under HKFRS
9 Financial Instruments. The amount of ECL is updated
at each reporting date to reflect changes in credit risk
since initial recognition.

Lifetime ECL represents the ECL that will result from
all possible de%ult events over the expected life of
the relevant instrument. In contrast, 12-month ECL
["12m ECL") represents the porfion of lifetime ECL
that is expected to result from default events that are
possible within 12 months after the reporting date.
Assessment are done based on the Group's historical
credit loss experience, adjusted for factors that are
specific to the debtors, general economic conditions
and an assessment of both the current conditions af
the reporting date as well as the forecast of future
conditions.

The Group always recognises lifetime ECL for trade
and other receivables and contract assefs without
significant financing component. The ECL on these
assets are assessed individually for debtors with
significant balances and/or collectively using
a provision matrix with appropriate groupings.

For all other instruments, the Group measures the
loss allowance equal to 12m ECL, unless there has
been a significant increase in credit risk since initial
recognition, the Group recognises lifetime ECL.
The assessment of whether lifetime ECL should be
recognised is based on significant increases in the
likelihood or risk of a default occurring since initial
recognition.
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Financial instruments (Confinued)
Financial assets (Continued)
Impairment of financial assets (Continued)

(i)

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on the
financial instrument as at the reporting date with the
risk of a default occurring on the financial instrument
as af the date of initial recognition. In making this
assessment, the Group considers both quantitative
and qualitative information that is reasonable and
supportable, including historical experience and
forward-looking information that is available without

undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has

increased significantly:

*  an actual or expected significant deferioration
in the financial instrument's external (if

available) or internal credit rafing;

e significant deterioration in external market
indicators of credit risk, e.g. a significant
increase in the credit spread, the credit default

swap prices for the debtor;

e  existing or forecast adverse changes in
business, financial or economic conditions that
are expected fo cause a significant decrease in
the debtor’s ability to meet its debt obligations;

®  an aclual or expected significant deferioration

in the operating results of the debtor;

e an actual or expected significant adverse
change in the regulatory, economic, or
technological environment of the debtor that
results in a significant decrease in the debtor’s
ability to meet its debt obligations.
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Confinued)

[} Significant increase in credit risk (Contfinued)
Irespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information

that demonstrates otherwise.

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

definitions.

The Group regularly monitors the effectiveness of the
criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the

amount becomes past due.
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4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Financial instruments (Confinued)
Financial assets (Continued)

Impairment of financial assets (Confinued)

(i)

(iii)

Definition of default

For internal credit risk management, the Group
considers an event of default occurs when information
developed infemnally or obtained from external sources
indicates that the debtor is unlikely to pay its creditors,
including the Group, in full (without taking into
account any collaterals held by the Group).

Irrespective of the above, the Group considers
that default has occurred when a financial asset
is more than 90 days past due unless the Group
has reasonable and supportable information to
demonstrate that a more lagging default criterion
is more appropriate. For contracts with large state-
owned enterprise or local government, the Group
would assess the exposure individually taking info
consideration specific facts and circumstances in
considering when an event of default has occurred.

Creditimpaired financial assets

A financial asset is creditimpaired when one or more
events that have a defrimental impact on the estimated
future cash flows of that financial asset have occurred.
Evidence that a financial asset is credit impaired
includes observable data about the following events:

(@)  significant financial difficulty of the issuer or the
borrower;

(b)  a breach of contfract, such as a default or past
due event:

[c)  the lender(s) of the borrower, for economic or
contractual reasons relating fo the borrower's
financial difﬂcuhy, hoving gronfed to the
borrower a concession(s) that the lender(s)
would not otherwise consider;

(d) it is becoming probable that the borrower
will enter bankruptcy or other financia
reorganisation; or

le)  the disappearance of an active market for that
financial asset because of financial difficulties.
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (Confinued)

(iv)

v

Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect
of recovery, for example, when the counterparty
has been placed under liquidation or has entered
info bankruptey proceedings, or in the case of frade
receivables, when the amounts are over five years
past due, whichever occurs sooner. Financial assets
written off may still be subject to enforcement activities
under the Group's recovery procedures. A write-off
constitutes a derecognition event. Any subsequent

recoveries are recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the
exposure at default. The assessment of the probability
of default and loss given default is based on historical
data adjusted by forward- looking information.
Estimation of ECL reflects an unbiased and probability-
weighted amount that is determined with the

respective risks of default occurring as the weights.

Generally, the ECL is the difference between all
contfractual cash flows that are due to the Group in
accordance with the contract and the cash flows
that the Group expects to receive, discounted at the

effective interest rate determined at initial recognition.
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4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Financial instruments (Confinued)
Financial assets (Continued)

Impairment of financial assefs (Continued)

(v)

Measurement and recognition of ECL (Confinued)

Where ECL is measured on a collective basis or
cater for cases where evidence at the individual
instrument level may not yet be available, the financial

instruments are grouped on the customer basis:

J Nature of financial instruments (i.e. the Group's
trade and other receivables are each assessed

as a separate group;

. Past-due status;
° Nature, size and industry of debtors; and
J External credit ratings where available.

The grouping is regularly reviewed by management to
ensure the consfituents of each group continue fo share

similar credit risk characteristics.

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit impaired, in which case
interest income s calculated based on amortised cost

of the financial asset.

The Group recognises an impairment gain or
loss in profit or loss for all financial instruments by
adjusting their carrying amount, with the exception
of frade receivables and confract assets where the
corresponding adjustment is recognised through a loss

allowance account.
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4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Derecognition of financial assefs

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is primarily
derecognised [i.e., removed from the Company's statement

of financial position) when:

e the rights fo receive cash flows from the asset have
expired; or
e the Company has transferred its rights to receive cash

flows from the asset or has assumed an obligation to
pay the received cash flows in full without material
delay to a third party under a “pass-through”
arrangement; and either (a) the Company has
transferred substantially all the risks and rewards of the
asset, or (b) the Company has neither transferred nor
refained substantially all the risks and rewards of the

asset, but has transferred control of the asset.

When the Company has fransferred ifs rights fo receive
cash flows from an asset or has entered into a passthrough
arrangement, it evaluates if and to what extent it has retained
the risk and rewards of ownership of the asset. When it
has neither transferred nor refained substantially all the risks
and rewards of the asset nor transferred control of the asset,
the Company confinues to recognise the fransferred asset
fo the extent of the Company's continuing involvement. In
that case, the Company also recognises an associated
liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations

that the Company has retained.
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4. BASIS OF PREPARATION OF

CONSOLIDATED FINANCIAL STATEMENTS

AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Financial instruments (Confinued)

Financial liabilities and equity instruments
Classification as debt or equity

Debt and equity instruments are classified as either financial
liabilities or as equity in accordance with the substance of
the contractual arrangements entered info and the definitions

of a financial liability and an equity insfrument.

Equity instrument

An equily insfrument is any confract that evidences a residual
interest in the assefs of the Group after deducting all of its
liabilities. Equity instruments issued by the Company are
recognised at the proceeds received, net of direct issue

costs.

Financial liabilities at amortised cost

The Group's financial liabilities including trade and other
payables, amounts due to directors and a non- controlling
shareholder of a subsidiary, bank borrowing, bonds
payables, other borrowings and lease liabilities are
subsequently measured at amortised cost, using the effective
inferest method.

Effective inferest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rafe is the rate that exactly discounts estimated
future cash payments (including all fees and points paid or
received that form an infegral part of the effective inferest
rate, transaction costs and other premiums or discounts)
through the expected life of the financial liability, or, where
appropriate, a shorter period to the net carrying amount
on inifial recognition. Interest expense is recognised on an

effective interest basis.
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4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Financial instruments (Continued)

Derecognition

Derecognition/modification of financial liabilities

The Group derecognises financial liabilities when, and only
when, the Group's obligations are discharged, cancelled or
have expired. The difference between the carrying amount
of the financial liability derecognised and the consideration

paid and payable is recognised in profit or loss.

When the contractual terms of a financial liability are
modified, the Group assess whether the revised terms result
in a substantial modification from original terms taking
into account all relevant facts and circumstances including
qualitative factors. If qualitative assessment is not conclusive,
the Group considers that the terms are substantially different
it the discounted present value of the cash flows under the
new terms, including any fees paid net of any fees received,
and discounted using the original effective interest rate, is at
least 10 per cent different from the discounted present value
of the remaining cash flows of the original financial liability.
Accordingly, such modification of terms is accounted for as
an extinguishment, any costs or fees incurred are recognised
as part of the gain or loss on the extinguishment. The
exchange or modification is considered as non-substantial

modification when such difference is less than 10 per cent.

For non-substantial modifications of financial liabilities that
do not result in derecognition, the carrying amount of the
relevant financial liabilities will be calculated at the present
value of the modified contractual cash flows discounted
at the financial liabilities” original effective interest rate.
Transaction costs or fees incurred are adjusted to the
carrying amount of the modified financial liabilities and are
amortised over the remaining term. Any adjustment fo the
carrying amount of the financial liability is recognised in

profit or loss at the date of modification.
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4. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING
POLICIES (conTINUED)

(b) Significant accounting policies (Continued)

Financial instruments (Confinued)

Related parties
(i) A person, or a close member of that person’s family,
is related to the Group if that person:

(1)

(2)

(3)

has control or joint control over the Group;

has significant influence over the Group; or

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

[i)  An enfity is related to the Group if any of the following
conditions applies:

(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

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

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

Both entities are joinf ventures of the same third
party.

Onre entity is a joint venture of a third entity and
the other enfity is an associate of the third enfity.

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

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

A person identified in (i)(1] above has
significant influence over the entity or is a
member of the key management personnel of
the entity (or of a parent of the entfity).

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

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entfity.
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CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in Note 4 to the consolidated financial statements,
the Directors are required to make judgements, estimates and
assumptions about the carrying amounts of assets and liabilities
that are not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results may

differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions fo accounting estimates are recognised in
the period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the

revision affects both current and future periods.

Critical judgements in applying accounting
policies

The foHowing are the critical ]Udgemems, apart from those
involving esfimations (see below), that the Directors have made
in the process of applying the Group's accounting policies and
that have the most significant effect on the amounts recognised in
the consolidated financial statements and the results, assets and
liabilities of the PRC Operational Entity (as defined in Note 43) and

its subsidiaries are consolidated with other group entities.

Consolidation of a structured entity

The Group conducts a substantial portion of the business through
the PRC Operational Enfity and its subsidiaries in the PRC due to
the PRC laws and regulations prohibit or restrict foreign ownership
of companies from owning more than 50% equity inferest in any
enterprise which owns vessels for conducting dredging business
in the PRC. The PRC Operational Entity and its subsidiaries are

engaged in the provision of dredging services of the Group.

As explained in Note 43, on 19 April 2011, Xiangyu PRC (as
defined in Note 43), the PRC Operational Enfity and its respective
equity participants, being Mr. Liu and Ms. Zhou Shuhua ("Ms.
Zhou"), the spouse of Mr. Liu, entered into the Contractual
Arrangements (as defined in Note 43) and details of the

Contractual Arrangements are sef out in Note 43.
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P T E R AC )

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

Critical judgements in applying accounting
policies (Continued)

Consolidation of a structured entity (Continued)

The Group does not have any equity interest in the PRC
Operational Entity and its subsidiaries. The Directors assessed
whether or not the Group has control over the PRC Operational
Entity and its subsidiaries based on whether the Group has the
power over the PRC Operational Entity and its subsidiaries,
has rights to variable returns from its involvement with the PRC
Operational Entity and its subsidiaries and has the ability to affect
those refurns through its power over the PRC Operational Enfity
and its subsidiaries. After assessment, the Directors concluded
that the Group has confrol over the PRC Operational Entity and
its subsidiaries as a result of the Contractual Arrangements and
other measures and accordingly, the Group has consolidated
the financial information of the PRC Operational Entity and its
subsidiaries for both years.

In the opinion of the Directors, based on the advice of its legal
counsel, the Confractual Arrangements are in compliance with the
existing PRC laws and regulations are valid, binding and legally
enforceable, and do not result in any violation of PRC laws or
regulations currently in effect in all material respects. However,
uncertainties in the PRC legal system could cause the Group's
current Contractual Arrangements structure to be found in violation
of any existing and/or future PRC laws or regulations and could
affect the Company’s ability, through Xiangyu PRC, to enforce
its rights and power over the PRC Operational Entity and its
subsidiaries under the Confractual Arrangements.

The operation of the Group was substantially derived from the
PRC Operational Entity and its subsidiaries. If the current structure
or any of the Contractual Arrangements were found to be in
violation of PRC Laws and regulations, the Group may be subject to
penalties, which in the future may include but not be limited to, the
cancellation or revocation of the Group's business and operating
licenses, being required to restructure the Group's operations
or discontinue the Group's operating activities. The imposition
of any of these or other penalties may result in a material and
adverse effect on the Group's ability to conduct its operations. In
such case, the Group may not be able to operate or control the
PRC Operational Entity and its subsidiaries, which may result in
deconsolidation of it.

The tofal assets, total liability and loss for the year of the PRC
Operation Entity and its subsidiaries are shown in Note 43.
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CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

Critical judgements in applying accounting
policies (Continued)

Deferred taxation on investment properties

For the purposes of measuring deferred taxation arising from
investment properties that are measured using the fair value
model, the Directors of the Company have reviewed the Group's
investment properties and concluded that the Group's investment
properties are held under a business model whose objective is to
consume substantially all of the economic benefits embodied in the
invesiment properties over time, rather than through sale. Therefore,
in measuring the Group's deferred taxation on investment
properties, the Directors have defermined that the presumption that
the carrying amounts of investment properties measured using the
fair value model are recovered entirely through sale is rebutted.
Accordingly, deferred taxation in relation to the Group's investment
properties has been measured based on the tax consequences of

recovering the carrying amounts entirely through use.

Key sources of estimation uncertainty

The fo”owing are the ke\/ assumptions concerning the future,
and other key sources of estimation uncertainty af the end of the
reporting period that may have a significant risk of causing a
material adjustment fo the carrying amounts of assets within the next

financial year.

Estimates of fair values of investment properties

As described in Note 19, investment properties are measured
at fair value at the end of the reporting period using income
capitalised approach performed by independent professional
valuers and the determination of the fair value involves certain
assumptions of market conditions. Such valuations are based on
certain assumptions, which are subject fo uncertainty and might
materially differ from the actual results. In relying on the valuation
report, the Directors have exercised their judgment and are satfisfied
that the assumptions used in the valuation reflect market condition.
Whilst the Group considers valuations of the Group's investment
properties are the best estimates, the ongoing Covid-19 pandemic
has resulted in greater market volatility depending on how the
Covid-19 pandemic may progress and evolve, which have led to
higher degree of uncertainties in respect of the valuations in the

current year.
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5.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

Key sources of estimation uncertainty
(Continued)

Estimates of fair values of investment properties
(Continued)

Where there are any changes in the assumptions due fo the market
conditions in the PRC, the estimate of fair value of investment
properties may be significantly affected. As at 31 December
2021, investment properties of approximately RMB439,272,000
(2020: RMB483,900,000] are measured using income

capitalised approach.

ECL allowances for trade receivable and contract

assets

Management regularly assesses the loss allowances for ECL on
trade receivables and contract assets and recognises lifetime ECL
for trade receivables and contract assets. Allowances for these
receivables and confract assets are made based on evaluation of
ECL for trade receivables and confract assets and involve exercise
of management's judgments, which are made by reference to
the esftimation of the future cash flows discounted at the original
effective interest rate to calculate the present value. A considerable
amount of judgment is required in assessing the ultimate realisation
of these debtors, including their current creditworthiness and the
risk of default occurring on debtors with significant balances and/
or collectively using a provision matrix with appropriate groupings.
The assessment on the probability of default and loss given
default is based on historical data adjusted by forward-looking

information.

As at 31 December 2021, the carrying amounts of trade
receivables and contract assets, net of allowances are
approximately RMB473,487,000 and RMB?,066,000 (2020:
RMB497,151,000 and RMB25,047,000) and details of which

are sef out in Notfes 23 and 24, respectively.
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CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

Key sources of estimation uncertainty
(Continued)

Estimated useful life and residual values of
dredgers and vessels and plant and machinery
included in the property, plant and equipment
Dredgers and vessels and plant and machinery included in
property, plant and equipment are depreciated over their useful
lives. The assessment of estimated useful lives and residual values
are matters of judgement based on the experience of the Group,
taking info account factors such as technological progress,
conditions of the dredgers and vessels and plant and machinery
and changes in market demand. Useful lives and residual values
are periodically reviewed for continued appropriateness. Due fo
the long useful lives of the dredgers and vessels and plant and
machinery, changes to the estimates used can affect the amount
of depreciation to be charged fo profit or loss in each reporting
period and consequently affect their carrying value af the end of the
reporting period. There was no change in the estimated useful lives
or residual values of dredgers and vessels and plant and machinery

for both years.

As at 31 December 2021, the carrying amounts of dredgers and
vessels and plant and machinery which included in the property,
plant and equipment are of approximately RMBQ46,578,000
and RMB31,588,000 (2020: RMB791,507,000 and
RMBS54,318,000) and details of which are set out in Notes 17.

Impairment of property, plant and equipment and
right-of-use assets

Property, plant and equipment and rightof-use assets are stated
at costs less accumulated depreciation and impairment, if any.
In determining whether an asset is impaired, the Group has fo
exercise judgement and make estimation, particularly in assessing:
(1) whether an event has occurred or any indicators that may affect
the assef value; (2] whether the carrying value of an asset can be
supported by the recoverable amount, which is determined based
on the higher of fair value less cost of disposal or value-in-use of
each cash-generated unif; and (3) the appropriate key assumptions
and inputs data to be applied in estimating the recoverable
amounts including cash flow projections and an appropriate
discount rafe. Changing the assumptions and estimates, including
the discount rates or the growth rate in the cash flow projections,

could materially affect the recoverable amount of the assets.
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5.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

Key sources of estimation uncertainty
(Continued)

Impairment of property, plant and equipment and
right-of-use assets (Continued)

As at 31 December 2021, the carrying amounts of property, plant
and equipment and right-of use assets, net of impairments are
of approximately RMB1,144,460,000 and RMB47,670,000
(2020: RMB1,039,088,000 and RMB86,276,000) and details

of which are set out in Notes 17 and 18, respectively.

Deferred tax asset

The realisability of the deferred tax asset mainly depends on
whether sufficient future profits or taxable temporary differences will
be available in the future. In cases where the actual future taxable
profits generated are less or more than expected, or change in
facts and circumstances which result in revision of future taxable
profits estimation, a material reversal or further recognition of
deferred tax asset may arise, which would be recognised in profit
or loss for the period in which such a reversal or further recognition

takes place.

As at 31 December 2021, no deferred tax asset has been
recognised in relation to the unused tax losses of approximately
RMB220,946,000 (2020: RMB146,722,000] and
unrecognised deductible temporary differences of approximately
RMB1,109,347,000 [2020: RMB705,406,000) in the

consolidated statement of financial position due to unpredictability

of future profit streams and details of which are set out in Note 33.
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REVENUE

Disaggregation of revenue from confracts with customers

g

EEPALMEEMAD

2021 2020
—E=—F —T-TF
RMB’000 RMB'000
AR®ETR ARBTT
Categories of revenue Wy 2 2 Bl
Capital and Reclamation Dredging Business EREREGAER 80,150 71,421
Environment Protection Dredging and RREVERKBEREE
Water Management Business 52,760 49,080
Other Marine Business HAih /B RER 251,196 158,940
Property Management Business YEEBER 3,283 6,900
387,389 286,341
Timing of revenue recognition e 22 L 5 1Y B
— At point in time — R B - -
— Over time — B 387,389 286,341
Total #Et 387,389 286,341

For Capital and Reclamation Dredging Business and Environment
Protection Dredging and Water Management Business, the Group
has a right to consideration from its customers in an amount that
corresponds directly with the value fo the customers of the Group's
performance completed fo date. As the Group bills its customers
based on each portion of dredging works provided, the Group
recognises revenue over time based on the amount it has a right to

invoice.

The Group recognises revenue on the basis of the volume of
dredging works performed and delivered to customers. The
measurements of value of the dredging works transferred to
customers are directly invoiced based on a quantitative measure of
dredging, that is, a unit price for the material dredged per cubic
meter is set forth in the contfracts with customers and therefore
the revenue is recognised based on the amount invoiced. As the
Group's performance creates an asset that custfomer simultaneously
receives and consumes, this method provides a faithful depiction of

the transfer of an asset to the customer.
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6.

REVENUE (coNTINUED)

The transaction price of the Group is determined upon
establishment of the contfract that contains the unit price for the
quantity dredged for dredging projects.

For Other Marine Business, the Group provides marine hoisting,
installation, salvaging, vessel chartering and other engineering
services to clienfs and recognises revenue over time based on the

progress of the services provided.

For Property Management Business, the Group provides rentals
and property management service fees to its tenants in a shopping
mall and factories and recognises monthly rental and property

management fee over time.

The maijority of the Company’s contracts are shortterm contracts
and have a duration of less than one year, the practical expedient
for contracts with durations of one year or less is applied and

therefore the effect of the time value of money is not considered.
OPERATING SEGMENTS INFORMATION

The Group determines its operating segments based on the reports
reviewed by the Executive Directors of the Company who are also
the chief operafing decision makers ("CODM"), that are used tfo
make strategic decisions. Information reported to the CODM s

based on the different nature of projects carried out by the Group.

Details of the Group's four reportable and operating segments are
as follows:

[)  Capital and Reclamation Dredging Business refers to the
capital and reclamation dredging services and related

consultation services provided by the Group;

(i) Environmental Protection Dredging and VWater Management
Business refers to dredging or water management services or
constructions for promoting environmental inferests and water

quality mainly for inland rivers provided by the Group;

i) Other Marine Business mainly comprises marine hoisting,
installation, salvaging, vessel chartering and other

engineering services provided by the Group; and

liv  Property Management Business refers to the management
and leasing of a shopping mall and factories and the

construction of a hotel by the Group.

6. Y= @

REBHR HEITIRF L
BEMANRKRERE -

BEHRBRZREN

MEME B XM ;. AEBEREFPRHEELS
K RE 16 MASEREMCTIRERSE X
R P EE AR 75 Y Efﬁkﬁﬁ'?ﬁﬁu Wras o

RWYEREEEBME - AREREEHS K TR
HPREHEEMMEEERY  YRERERS
AHEEMEERE -

RARRAARBOENRERELHN IR R —F U
AN YHBRAS—FHIATHEORBATERE
E - Bt YEEEERREEENTE -

7. EESHEH

AEBERBARRANTEE(FATEELR
RE(ITBELRRE ) EHALAIESEBARR
EHNREETHLEEN -AETBELRRESR
BOEMDERANEBELBBENTREE MR

2l o

AREBUOER 2/ELEDBNFEBHINAT ¢

) ERRESRAEBEAKBERUNER
RIBEB R AR5 A0 B A T AR 5

i) RRARRKBEBEBEAEEDZZ5
RIT AR B ERR e RO E iR A B
KB EERBHTIE

lii) EMEEEBETER
mE - TF®
R% &

EREEREHNE L
1T MAEEKREMTIR

(iv) MEEBEKEAESEEERAERER
TR MBS -



Annual Report 2021 —E-—FFERR 139
Notes to the Consolidated
Financial Statements (Continued)

e B R R M AR )

For the year ended 31 December 2021 BEZ T - —F+-_A=+—HBItFE

7. OPERATING SEGMENTS INFORMATION
(CONTINUED)

Segment revenues and results

An analysis of the Group's reportable segment revenue and

segment results is as below.

Environmental
Protection
Capital and Dredging
Reclamation and Water Other Property
Dredging Management Marine Management
Business Business Business Business Total
HEERES BRFAR Hite NEEE
i & 3 KBEBRY BEEK 5% st
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARMT R AR¥T T AR¥T T AR%T R AR®T R
For the year ended HE-2--%+=A8
31 December 2021 =t-ALEE
Segment revenue 2B
External sales ShEbSHE 80,150 52,760 251,196 3,283 387,389
Segment results B (39,827) (20,982) 51,629 (55,888) (65,068)
Changes in fair values of BENELTEES
investment properties (103,503)
Unallocated allowance for ROMEMELGIER
expected credit losses of other B FUEZ BHIEE
receivables and prepayments,  ESEEHE - MREE
net of reversal 30,515
Gain on waived bonds payable  [Ef E#MEE % 2 Yizs 207,977
Unallocated other income, RAATEMBA - Bz
gains and losses, nef LEEFE 23,750
Unallocated corporate expenses KA ELEH Y (38,277)
Unallocated finance costs APRBERK (14,752)
Profit before fax BR T AT A 40,642
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7. OPERATING SEGMENTS INFORMATION
(CONTINUED)

Segment revenues and results (Continued)

EESHER @)

DU R EE m)

Environmental
Protection
Capifal and Dredging
Reclamation and Water Other Property
Dredging Management Marine Management
Business Business Business Business Total
HERES BREVER it nEER
IREW  KBEEER BEER 7% fast
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTT ARBTT ARBTT ARBTT
For the year ended BE-E-B5+CA
31 December 2020 =t-BLEE
Segment revenue 2B
External sales FYMEE 71,421 49 080 158,940 6,900 286,341
Segment results DEEE (408,850 (82,538) 7,305 272 (483,811)
Changes in fair values of BRENELATESS
investment properties 19,400
Unallocated allowance for AP BCE M YT IE K TR
expected credit losses 5Bz
of other receivables and EREEHEEE -
prepayments, net of reversal MEREE (167)
Unallocated other income, RATEMBA - Wzs R
gains and losses, net BiEEE 26,728
Unallocated corporate expenses KA B EFI S (51,068)
Unallocated finance costs RO EBERR (36,417)
Loss before tax BRiAER (525,335)
The accounting policies of the operating segments are the same as HEDIMN SRR ENTITR R EEN S
the Group's accounting policies described in Note 4. BURARMR] o

Segment results represent the profit earned or loss incurred by each
segment without allocation of certain other income, change in fair
values of investment properties, gain on waived bonds payable,
net foreign exchange difference, central administration costs,
certain allowance for expected credit losses recognized, Direcfors’
emoluments and finance cosfs and other items listed above. This is
the measure reported fo the CODM for the purposes of resource
allocation and performance assessment.

DEEEEZ DR BN KELEZERE - R
DRETHMERA  REVEQXFEZD BN
BEHERR Wt - EXERFE - PRITERK
A ETERIABEBREEBRIRE ESH
B MEKRANAR LI ZEMIEAR - LRAETE
BEAREZHR 2O UNEEREFMHR
b
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7. OPERATING SEGMENTS INFORMATION 7. EESHER @
(CONTINUED)

Segment assets PHEE

Environmental

Protection

Capital and Dredging
Reclamation and Water Other Property
Dredging Management Marine Management

Business Business Business Business Total
HERES RRGAR Hit MEEE

AR KEEBER BEER £ @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥ET AR¥ETR AR¥ETR AR¥ETR AR¥ET

At 31 December 2021 R-E-—-%+=A

=t-H
Segment assets DEEE 693,287 214,381 714,870 525,525 2,148,063
Unallocated assets: ROWERE
Right-of-use assets EREEE 1,122
Bank balances and cash ROTEBREES 32,075
Other corporate assefs Hitir¥EE 88,389
Consolidated assefs HRABE 2,269,649
Environmental
Protection
Capital and Dredging
Reclamation and Water Other Property
Dredging Management Marine Management
Business Business Business Business Total
EERER RREER it MEERE
AR KEERER BEER £% @5t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARBTT ARETT ARBT T ARBTT ARBTT

At 31 December 2020 R-E-ZF+_H

=+-A

Segment assets DEEE 809,198 237818 622,441 651,271 2,320,728
Unallocated assefs: FPEEE

Rightofuse assets EREEE 9,845

Bank balances and cash RITEHREES 29,309

Other corporate assefs HipEEE 48,483
Consolidated assets RABE 2,408,365
For the purposes of monitoring segment performances and REZEDBRAENEDHEIRER - BEH
allocating resources between segments, assets are allocated to PEEZEBRLEEDI - LXK DE
reportable and operating segments other than the unallocated items BAERS ©

listed above.
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7. OPERATING SEGMENTS INFORMATION 7. €ESWER @
(CONTINUED)
Segment liabilities DEEE
As the liabilities are regularly reviewed by the CODM in total for HREIBELARRETHAREEHBEETE
the Group as a whole, the measure of tofal liabilities by reportable BEN ARYEZNT 2R BOHLAET
segments is therefore not presented. =

Other segment information

s
=
2
o
i
¥

Environmental
Protection
Capital and Dredging
Reclamation and Water Other Property
Dredging  Management Marine  Management Segment
Business Business Business Business total  Unallocated  Consolidated
EERiES RREAR EfE% NxER
WARR  KHEERH &% S At OB &8
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEBTR ARBTT ARBT7 ARBT7 ARBTR AEBTR ARBT7
For the year ended BE-B--£12f
31 December 2021 =t-BLEE

Amounts included in the measure
of segment profi o loss or

segment assefs:

HASBERISHEE
iTENEE

Addifions fo nomcurrent assels  REIEREEE 18,536 - 238,779 32,902 290,217 683 290,900
Depreciafion of propety, ot~ #1% + iR RakiBiT &

and equipment 51,325 8,242 28,692 193 88,452 2,237 90,689
Depreciafion of ightotuse assels  EFBEENNE - 144 - 1,537 1,681 1,414 3,095
Expected creditlosses alowonce,  BHEEEER

net of reversal EREFE (7,658) 33,966 (2,412) (879) 23,017 (30,515) (7,498)
Witeroff of oher inangible ~ HisE &R/ A&

assels - - - 3417 3417 - 3417
Impaiment loss on propery, plant 91 + i Rk &M &

ond equipment ond rightofuse  EFEEERERE

assels 37,114 13,727 - - 50,841 - 50,841
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For the year ended 31 December 2021 BEZ T - —F+-_A=+—HBItFE

OPERATING SEGMENTS INFORMATION 7. EEDBER @)
(CONTINUED)
i

Other segment information (Continued) Hibp HEHR (@)
Environmental
Profection
Capital ond Dredging
Reclamation and Water Other Property
Dredging Monagement Marine Management Segment
Business Business Business Business folol Unallocated Consolidated
ERRES BRIDAR Hni§% nEER
AR KBERER 5% 5% DEEE Ny e
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT AREFT ARETT ARETFT ARETT ARETT AREFT
For the year ended HEZB-RET2A
31 December 2020 St-BEEE
Amoun's included in the measwe A S ER LI DEE
of segment profi o loss or iTENLE
segment assefs:
Additions to noncurent assefs  REFERBEE 1,098 1417 7470 4212 14,197 = 14,197
Depreciation of property, plant 9% + BERRENE
and equipment 66,102 0712 27786 65 103,665 742 104,407
Depreciafion of rightofuse assels ~ (FFEAERINE 083 - 47 2792 3,822 120 3,942
Amorisafion of other intongible ~ EERAERH
assels = = = 333 333 = 333
Expecied credt losses olowonce,  BEEEBHERERE
net of reversal it 77,745 65918 3217 2900 149,789 167 149,956
Impcirment loss on propery, plont 91 + B Rk MR
and equipment and rightofuse  EFEAEREEE
assefs 241,304 12,681 o = 253,985 = 253,985
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

7. OPERATING SEGMENTS INFORMATION 7. EEDHER @)
(CONTINUED)
Other segment information (Continued) HitpEE R (@)
Geographical information & &R
Revenue from external customers RENEF B R
2021 2020
—B-—F —TTF
RMB’000 RMB'000
ARETT ARBFT
Mainland China A 344,400 249,785
Other regions Hibih = 42,989 36,556
387,389 286,341
Information about the Group's revenue from external customers is BRARNEE R INEEE P o) as B0 L B P
presented based on the location of the operations. 27 -
Non-current assets FERBEE
Substantially all the non-current assets of the Group, including the REBRARBHFERDEE  BEVE BEK
property, plant and equipment, rightofuse assets, investment assefs Bl ERAREE REEERHMEVEEM
and other intangible assets are located/registered in Mainland R B A, B A -
China.
Information about major customers FHRIEEFPMNESN
An analysis of revenue from customers contributing over 10% of the REERBARNEERFANAKE 0% E P HIK
Group's total revenue for the year is as follows: mAMWT :
2021 2020
—R_—F —T-TF
RMB’000 RMB’000
AR¥T ARETFT
Customer A BEPA
— Other Marine Business —HiBEEK 43,762 31,193
Customer B ZFEB
— Environmental Protection Dredging and —IRIREE RKIEE BT
Water Management Business N/A FEH* 45,786

Revenue from the customer did not contribute over 10% of the
Group's tofal revenue in the respective year.

* EFERYEBRAKERERFEMNB KRS
10% °
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For the year ended 31 December 2021 BEZ T - —F+-_A=+—HBItFE

8. OTHER INCOME 8. Hizg A
2021 2020
—EBE-—F —E-TF
RMB’000 RMB’000
ARETR ARETT
Bank inferest income HRAT A BUA 11 51
Sundry income HMIElg A 2,776 2,125
2,787 2,176
9. OTHER GAINS AND LOSSES, NET 9. Hitt s RIBE FH
2021 2020
—B-—fF —ETEE
RMB’000 RMB'000
ARETT ARETT
Gain on disposal of property, plant and equipment, net B &EME - BE M2 H 2 FUW S 1,135 2,988
Gain on written-off of a lease WS E > Wk - 54
Gain on modification of bonds payable (Note 32) BRI &5 2 W (M a232) - 325
Exchange gains and losses, net ME 5 U e Ko B 18 H 58 20,963 22,243
22,098 25,610
10. ALLOWANCE FOR EXPECTED CREDIT 10.FEiIEEFRREREFHE
LOSSES, NET OF REVERSAL
2021 2020
—B-—F —TTHF
RMB’000 RMB'000
ARETT ARETT
[Reversal of] impairment losses recognised in respect FRIEHIEEBIEATEEER
of ECL on: (#E)REEE :
— Trade receivables — e BR =X 23,271 146,947
— Confract assefs —ANEBE (254) 241
— Other receivables and prepayments — H At JE UK R TR R (30,515) 2,768
(7,498) 149,956
Details of impairment assessmentfs for the year ended 31 December BHE-T - F+-A=+—HBLEFEREFHE

2021 are set out in Note 41(b). FIEHEH K E41(b) ©
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

11. FINANCE COSTS 11

R E R

2021 2020
—B=—F s
RMB’000 RMB'000
AR®T T ARETIT

Interest expenses on: T RIBEMBRX
— Bank borrowings wholly repayable within five years ~ —RAF A EEENRITEE 16,475 18,431
— Bonds payable (Note 32) —BNES(AE32) 5,179 22,857
— Discounted bills receivable —ERERRER 843 512
— Other borrowings —EmEE 9,015 2,882
— Amounfs due to non-controlling shareholders of a — FEAT —FE B B A R FE IR AR AR R
subsidiary (Nofe 29) RIE(HEE29) 2,186 2,396
- lease liabilities (Note 18(b)) —HEaBEMEI8(b)) 54 103
— Payable for construction cost of the Vessel and — FEA A S SR B EE AR AR AR
Equipment (Note 23(iv)) (K1a£23(iv)) 7,112 2,263
Total borrowing costs BIEERAR 40,864 49,444
Less: Amounts capitalised in the cost of qualifying assets 5 : & B IR EERANE L %8 (7,798) (6,055)
33,066 43,389

Borrowing cost capitalised during the year ended 31
December 2021 of approximately RMB7,798,000 (2020:
RMB6,055,000) arose on the general borrowing pool calculated
by applying a weighted average capitalisation rate of 5.90%
(2020: 7.11%) per annum to expenditure of qualifying assets
which is the construction in progress in respect of the hotel under
construction included in property, plant and equipment.

HE-_Z-_—4F+-_A=+—BLFE EX
IEMEERAOARE7, 798,000 (8=
F: ARM6,055000) v —RIEEHLR
MEFERCLLERBGFS Q0% (ZE_TF ¢
JINBEE  BARGEREENIE  B1Y
¥ BELAREBAMEENBEBEREENERT

£ e
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12. PROFIT/(LOSS) BEFORE TAX
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—E+-A=+—AILER

12.BRBEATER,(BE])

2-_F—

2021 2020
—B_—F TR
RMB’000 RMB’000
ARETR ARETT
Profit/(loss) before tax has been arrived at after BREAER(BER)ENR(GHR)
charging (crediting): THRIAE
Directors’ emoluments (Note 14(a)) EE5ME (Mt 14(a)) 1,900 1,200
Other staff costs Hh 8 TR 49,901 40,980
Retirement benefit scheme contributions RIRRR A I X 4,928 8,357
Performance related bonuses B RS - -
Equity-seffled share-based payments AR E RN BER 2R - 292
Total staff costs BT RAEEE 56,729 51,529
Impairment losses recognised on, net of reversa T RIEZRMEER
— Property, plant and equipment — M HENLEE 56,696 248,130
— Right-of-use assets —EREEE (5,855) 5,855
50,841 253,985
Gross rental income from investment properties REMFHELWA LR (3,283) (6,900)
Less: Direct operating expenses incurred for W FERNRFEHSWAZREY X
investment properties that generated rental EXcHEESERXY
income during the year 226 331
Direct operating expenses incurred for investment FATEFSHSWRAZER
properties that did not generate rental income BYEEECEEZERY
during the year 157 77
(2,900) 16,492)
Auditor's remuneration 1% B4R 7 A 1,388 1,648
Depreciation of property, plant and equipment M BEIEETE 90,689 104,407
Depreciation of rightof-use assets ERAEEENE 3,095 3,942
Amortisation of other infangible assefs Hih & E#H - 333
Written-off of other intangible assets WIHEMEREE 3,417 =
Cain on disposal of property, plant and equipment, net &M% - BB &2 E 2 F ks (1,135) (2,998)
Operating cost B A 352,462 329,895
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

13. INCOME TAX CREDIT/(EXPENSE)

13.FiEBiE %, (BX)

2021 2020
=t —ECEF
RMB’000 RMB’000
AR¥TT ARETT
The charge comprises: XHBE
Current tax BN EAFR 18
PRC EIT Tax HEEMEH (12,738) (2,025
Deferred taxation (Note 33) BB (HE33)
— Current year —RNFE 13,351 (10,004)
613 (12,029)

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law”)
and Implementation Regulation of the EIT Law, the tax rate of the
PRC subsidiaries is 25% for both years.

Hong Kong Profits Tax is calculated at 16.5% of the estimated
assessable profits for both years, if any.

No provision for Hong Kong Profits Tax has been made in
the consolidated financial statements as the Company and its
subsidiaries had no assessable profits arising in or derived from
Hong Kong for both years.

BREEHCEMSHITBIEE(TEEMERE] R
CEMEBUEEME - BB R RRZNEFE
ZHRER25%

RMEFE  FERMNEHRDREARRBEN(E)
6. 5% E -

HRARBREMBRARRNMNEFEANLERNEBE
ERESERVEN  BEEMBREALELETE
FSBEH B -



For the year ended 31 December 2021 #;

13. INCOME TAX CREDIT/(EXPENSE)

(CONTINUED)

The income tax expense for the year can be reconciled to the

profit/(loss) before tax per the consolidated statement of profit or

loss and other comprehensive income as follows:
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E-E--F+-A=t+-ALFE

13.Fi8HER,(BX) @)

FRNMEHEBX
BRELBE R (BB WM ¢

SR BEalEbEERERD

2021 2020

—EB-—F k4 S

RMB’000 RMB’000

ARETR ARETT

Profit/(loss) before tax BB AT R (E518) 40,642 [525,335)

Tax at the domestic income tax rates EIT rate REANMENRNEAH E’Jfﬂ/lﬁ (8,152) (131,334)

Tax effect of income not faxable for tax purpose T RB W R RIS & (42,244) S

Tax effect of expenses not deductible for tax purpose A 1 F &2 9 Rt 755 =7 22 35,815 6,224
Tax effect of deductible temporary differences not KRR AR Z AR

recognised 2 3,136 100,985

Land appreciation fax T B AN (7,475) 9,830

Tax effect of land appreciation tax THERERNRBYE (4,361) (2,710)

Utilisation of tax losses previously not recognised SR AR FER TR IEE R E’J@J}Eﬁ =P (1,895) =

Tax effect of tax losses not recognised RIERBEEEAOB G E 24,563 29,034

Income tax expense for the year FAPRSER (613) 12,029

The weighted average applicable tax rate was 20% (2020: 25%)

MEFERARER20%(—F_FF

25%) °
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

14. DIRECTORS’, CHIEF EXECUTIVE OFFICER’S 1455 - TETHRAEREESHM

AND EMPLOYEES' EMOLUMENTS &

(a) Directors and Chief Executive Officer’s (a) EERFEITHAE
emoluments
Details of the emoluments paid or payable to the Directors FA BENHENEERFIETHAED
and the Chief Executive Officer during the year are as eI
follows:
For the year ended 31 December 2021 BE-Z--F+-HA=+—HLFE

Retirement
Salaries benefit Performance Share-

and other scheme related based
allowances  contribution bonuses payment Total

FER  BRINERIGE
[k Rfti2E #y AVEERS R ft At
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTR  AREBTR  ARMTR  AR®TR  ARETR  ARETR

Executive Directors: HTES:
Mr. Liv 354 - 1,200 - - - 1,200
Mr. Wu Xuze [nofe (i) below] RuELE
(FXHiE) - - - - - -
Ms. Zhou Bt - 600 - - - 600
- 1,800 - - - 1,800
Independent Non-Execufive BUFRTES
Directors:
Mr. Chan Ming Sun Jonathan [c7fotiky 100 - - - - 100
Mr. Huan Xuedong BEmEL - - - - - -
Mr. Liong Zequen ZEREL - - - - - -
100 - - - - 100

100 1,800 - - - 1,900
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For the year ended 31 December 2021 BEZ T - —F+-_A=+—HBItFE

14. DIRECTORS’, CHIEF EXECUTIVE OFFICER’S 1455 - TETHABERESH

AND EMPLOYEES' EMOLUMENTS cAC )
(CONTINUED)
(a) Directors and Chief Executive Officer’s (a) EERFETHAE @)
emoluments (Continued)
For the year ended 31 December 2020 BE_Z-_ZEF+-A=Z+-BHLEE
Retirement
Salaries benefit  Performance Share-
and other scheme related based
Fee  allowances  conribufion bonuses payment Total
Fek RIKEHEE
e Efth R R BEERe Rp A @5t

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETFT ARBTT ARBTT ARETT ARETR ARET:R

Executive Directors: WTES
M. Liv 2% = 1,200 - - - 1,200
Mr. Wu Bin [note (i) below) — fRxs5e 4 ( FX s
fii]) - - - - - -
Mr. Wu Xuze SBRLE = - - _ _ _
Ms. Zhou At - 600 - - - 600
£ 1,800 = - - 1,800
Independent NonExecutive B IEHITES -
Direcfors:
Mr. Chan Ming Sun RIS
Jonathan 100 - - - - 100
Mr. Huan Xuedong BEmLs - - - - - -
Mr. Liang Zequen g3 Kty - - - - - -
100 = = = = 100

100 1,800 = = = 1,900
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

14. DIRECTORS’, CHIEF EXECUTIVE OFFICER’S 1455 - TETHRAEREESHM
AND EMPLOYEES’ EMOLUMENTS T ()

(CONTINUED)
(a) Directors and Chief Executive Officer’s (a) EERFETHAE @)
emoluments (Continued)
Notes: Mzt
(i) Mr. Wu Xuze is the Chief Executive Officer of the Company (i) RBREER-_FT—EtF—ARBALXR
on 5 January 2017. RITTHAEEL
(i) Mr. Wu Bin has resigned as the Vice Chairman and an i) MHEEERZE_ZTF=-A=+—H#
Executive Director on 31 March 2020. ZREIERERRITESER
During the year, there was no arrangement under which a FA - WTESEEURESREREEM
Director waived or agreed to waive any remuneration. e HE o
Salaries and other allowance paid to or payable for the NN TRAITEENF R EAMRN
Executive Directors are generally emoluments paid in BRZEALRERBARBARENE QA
respect of those persons’ other services in connection with B S RS HR (B0 B M AR TS T S AN B — AR B o
the management of the affairs of the Company and its
subsidiaries.
Salaries and other allowance paid to or payable for NN TBIFRTEENTFERE
the Independent Non-Executive Directors are generally MEEBRZEALTEETEETBREEAD
emoluments paid in respect of those persons’ other services H At R 75 10 S 7 B0 — AR EF B -

in connection with their services as Directors.
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For the year ended 31 December 2021 BEZ T - —F+-_A=+—HBItFE

14. DIRECTORS’, CHIEF EXECUTIVE OFFICER’S
AND EMPLOYEES’ EMOLUMENTS
(CONTINUED)

(b) Five highest paid employees

Of the Group's five highest paid individuals during the year,
two (2020: two) of them were Directors whose emoluments
are presented above. The emoluments of the remaining three

[2020: three] highest paid individuals, were as follows:

14.%% CEFEBETBRAEREEM
& (#)

(b)EEmESFHMES

FAAEEREERTHNEES  EPW
Z(ZZEZZF WB)BRESZ ' HBi&E
REXRY BT=ZZ(ZE_ZF : =
Z)EREFHEAANHESET -

2021 2020
—E=—F —T-TF
RMB’000 RMB’000
ARET ARETT
Salaries and other allowances e MEAMER 787 1,218
Performance related bonuses BREEES - -
Retirement benefit scheme contributions RKAE FET 8K 40 80
Equity-seffled share-based payments LARE 55 45 5 B AR 19 1 3K - -
827 1,298

Their emoluments were within the following bands: HEMeAETHERAEBNT :
2021 2020
—E-—F —ECEF
No. of No. of
employees employees
EEAE EEAR
Nil to HK$ 1,000,000 £%1,000,000/% 7T 3 3

During both years, no emoluments were paid by the Group
to any of the Directors, Chief Executive Officer or the five
highest paid individuals (including Directors, Chief Executive
Officer and employees) as an inducement fo join or upon

joining the Group or as compensation for loss of office.

REAEFEAR AEEYEREFNES
IRITRABRSRABRHMEA(BRE
T EI2TRABRER)XNEMME
MEREMARRINA R EBIR & Bk
BEmmE -
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

15. EARNINGS/(LOSS) PER SHARE 15.8R&BF,(&E8)
The calculation of the basic and diluted earnings/(loss) per KRABFEBEAEBEEREARBERT(EHE)
share attributable to the owners of the Company is based on the TR TIIBEE -

following dafa:

2021 2020
—E-—F —ETF
RMB’000 RMB'000
ARETT AREFTT

Profit/(loss) for the year affributable to owners of the FAETERERLES

Company for the purposes of basic and diluted B (BER)HAAREE A
earnings/(loss) per share AR F R I, (Eig) 22,593 (526,583
2020
—EFF
‘000
TR
Number of shares K8 H
Weighted average number of ordinary shares for REstESREAREE
the purposes of basic and diluted earnings/ BF(E18) KX mas nsE
{loss) per share Ei g 1,381,114 957,171
The computation of diluted loss per share for the year ended 31 HERE T _TE+ A=+ —HILLFENE
December 2020 does not assume the exercise of the Company’s PREEE R - WRBRARRBREETE
share options because the exercise price of those share options RARZSBEENTEERRBEE_T_FF
was higher than the average market price for shares for the year tTZA=Z+—BLEFENRK fﬁq:fj mE- K=
ended 31 December 2020. As at 31 December 2021 and 31 FZ—F+tZA=Z+t-BRZ=FZ=%F $+ A
December 2020, the Group did not have other potential ordinary =t—H - AREYEEMEEEBR -
shares.
16. DIVIDENDS 16.1g 5
No dividend was paid or proposed during the year ended 31 RBE-ZT-—F+_A=+t—HAK-ZE_F E
December 2021 and 31 December 2020, nor has any dividend +TZA=+—BLFEMBERTKEZRSE -
been proposed since the end of the reporting period. BMEMRETEZREMRES -
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

155

17. PROPERTY, PLANT AND EQUIPMENT/

DEPOSITS PAID FOR ACQUISITION OF
PROPERTY, PLANT AND EQUIPMENT

Furniture,
Dredgers fittings
Leasehold and Plontand  and office Motor  Construction
Buildings ~ improvements vessels  machinery  equipment vehides  in progress Total
BR-$ER
&3 HEEE  BRMRMK FRR#E HORE HE kBRI dat
RMB000 RMB'000 RMB000 RMB000 RVB'000 RMB000 RMB000 RMB000
ARETT NRETT ARETT ARETT ARETT ARETT ARETT ARETT
Cost A
At 1 Jonueny 2020 N-5-%5-F- 54401 2l 1774911 136,719 2074 17416 179755 2,165,520
Addiions HE S S 1,314 8,503 = 168 4212 14197
Disposals f=3 8.268) - (2.214) (3204 - (3.844) - (17530
At 31 December 2020 RE-TET-A=t-A 46,133 2l 1774011 142018 2074 13,740 183967 2162187
Addiions e = = 21,57 6,959 9 676 4199 290,900
Disposals f3 = - (11,609) [27,688) - (1164 - (40453
Transler fo nvestment properies {Nole 19) ERERANE(hH19) 21,379) - - - - - - 21,379
At 31 December 2021 R5--F+-A=1-H 21754 2l 2,003,975 120,889 2173 13,252 225,966 2,301,253
Accumulated depreciation EHTERAE
and impairment
At 1 onuary 2020 #-B-%F-R-A 13,683 Ut 76737 7397] 1793 13610 - 780,038
Provided for fhe yeor Erf 2,206 - 86,570 14140 iy 1 442 - 104407
Elminoted on disposals HERHE 2002 - 2104 [1.962) - (3,348 - 9.476)
Impaiment oss for e yeor ERHERE - - 221,301 1,551 - - 2,278 218,130
At 31 December 2020 2 g et 13807 Ut 982,504 87700 1842 11,704 25,278 1,123,099
Provided for fhe yeor EpaR 2205 - 81398 6,406 0 611 - 90,689
Elminoted on disposals HERHE . " (10,809) [4816] - [201) - (15,822
Translr fo invesment properies (Nole 19) HESRENZ(19) (7,869 : 5 5 = S . 17,8691
Impaiment oss for e yeor ERyEEE = - 4300 il - - 52,385 36,696
At 31 December 2021 RoE--F1-R=1-H 8,163 2l 1057397 89,301 1911 12114 77,663 1,246,793
Carrying amounts BaE
At 31 December 2071 R-F--F+-f=1-H 16,591 = 946,578 31,568 212 1,138 148 303 1,144 460
At 31 December 2020 e g et 32306 - 791507 54318 pAy] 2036 158,689 1,039,088

The Group's buildings are located in the PRC.

AEENEFHLRHE -
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17. PROPERTY, PLANT AND EQUIPMENT/

DEPOSITS PAID FOR ACQUISITION OF
PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

The Group's construction in progress mainly represents the
construction of a hotel located at the Yancheng City, Jiangsu
Province, the PRC. The construction of the hotel has been
suspended for 4 months during the first half of the year of 2020
due to the impact of COVID-19 and further suspended for 5 months
afterwards. The construction of the hotel has resumed in October
2020 and till to the date at the end of the reporting period, the
construction works has not yet been complefed.

Depreciation is charged so as to write off the cost of assets (other

than construction in progress), over their estimated useful lives and

after taking into account their estimated residual values, using the

straightline method, on the following bases:

Building 2-4% or over the term of the lease,
whichever is shorter

Lleasehold improvements 20% or over the term of the lease,
whichever is shorter

5%-6.7%

5%—20%

10%-33.3%

Dredgers and vessels

Plant and machinery

Fumiture, fittings and office
equipment

Motor vehicles 16.7%20%

Details of property, plant and equipment that are pledged as

collateral are set out in Note 38.

TEARRIERER AR

17.

-

%
=
)

i S5

#w/ B
A%t 3

E&%‘%ﬁ

iy &8
B

e

BR
SU=RN (5}

(&

AEBMERIREIZRBERR  ZHEMR
FERTERAEN ™ - SCOVID-19MEE - BE
BRERZZZE ¢L¢¢1~IIT_EI1IF] Higd
BEIRAMEA - BEEXEN=_ZT=-_FTF+AE

T BEEHREHRE %E HIJWETEEJZ

AHRYTE DAB M SRR A R AT A A R R R R IR
MTEEREREAGHENGEEREE (£
TAZRRON HIARA

’F 2-4%3% & F 5
(AEIEE RE)

HEEE 20%3% 10 & F
(AEREERE)

ZeM R A8 5%-6.7%

R B5 K H 25 5%-20%

B KER 10%-33.3%

MR
AE 16.7%-20%

HRBRRNDOWE - R RR
538 -

R 9N
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

17. PROPERTY, PLANT AND EQUIPMENT/

DEPOSITS PAID FOR ACQUISITION OF
PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

Impairment assessment for dredger and
vessel and related plant and equipment under
property, plant and equipment

During the year ended 31 December 2021, there was an
improvement on its capital and reclamation dredging business,
environmental protection dredging water management business
and other marine business and the aggregate revenue was
increased from approximately RMB279,441,000 during the year
ended 31 December 2020 to approximately RMB384,106,000
during the year ended 31 December 202 1. The management of
the Group reviewed the outlook of the businesses and concluded
that there might have indication for impairment and conducted
impairment assessment on recoverable amounts of certain dredger
and vessel and related plant and equipment under property, plant

and equipment.

Management regards each dredger and vessel and related plant
and equipment as a separately identifiable cash-generating unit
and monitors their financial performance for the existence of
impairment indicators, such as idle dredger and vessel and related
plant and equipment and the operating income generated from
the dredger and vessel and related plant and machinery. The
recoverable amount of each vessel and dredger and related plant

and machinery are estimated individually.

The recoverable amount of each of the cash-generating unit
("CGU") has been determined based on the higher of value in use
and fair value less costs of disposal using the market approach
method. During the year, the dredgers and vessels and related
plant and machinery were impaired down to their fair value less

costs of disposal, if any.

The Group engages an independent professional qualified valuer
to perform the valuations in arriving the fair value less costs of
disposal.

BE_Z-_—F+_A=+—RHIFE HE
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REMEBEEBEMNE  REEFEARE—
E_EF T A=+ -HILEFENNARKE
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

17. PROPERTY, PLANT AND EQUIPMENT/

DEPOSITS PAID FOR ACQUISITION OF
PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

Impairment assessment for dredger and
vessel and related plant and equipment under
property, plant and equipment (Continued)

In determining the fair value less costs of disposal of the relevant
assets, the Chief Financial Officer of the Company is responsible
to determine the appropriateness of valuation techniques and
inputs for fair value measurements. The Chief Financial Officer
works closely with the independent professional qualified valuer
to establish the appropriate valuation techniques and inputs to
the model. This valuation requires the use of unobservable inputs
and is within Llevel 3 of the fair value hierarchy. The valuation is
based on a market approach under which each vessel is valued
with reference to recent sales of comparable dredgers and vessels
adjusted for differences in the nature, location, age and condition

of the dredgers and vessels.

Based on the impairment assessments, as at 31 December 2021,
the aggregate carrying amounts of cerfain dredgers and vessels
and related plant and machinery amounted to approximately
RMB437,986,000 (2020: RMB861,250,000) were higher
than their estimated recoverable amounts of approximately
RMB433,675,000 (2020: RMB638,398,000) and accordingly,
impairment losses of approximately RMB4,311,000 (2020:
RMB222,852,000] that were allocated to dredgers and
vessels and related plant and machinery of approximately
RMB4,300,000 and RMB11,000 (2020: RMB221,301,000
and RMB1,551,000], respectively which were charged to profit
or loss for the year to reduce the carrying values of the dredgers
and vessels and related plant and machinery to their recoverable

amounts.
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For the year ended 31 December 2021 HE=—T-—F+-_A=+—HILFE

17. PROPERTY, PLANT AND EQUIPMENT/

DEPOSITS PAID FOR ACQUISITION OF
PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

Impairment assessment for hotel under
construction in progress

In view of the delay of the completion of the hotel, the management
of the Group conducted a review of the hotel and concluded
that there might have indication for impairment and conducted

impairment assessment on recoverable amounts of the hotel.

The recoverable amount of the hotel under construction has been
determined based on the higher of value in use and fair value less
costs of disposal using the assetbased approach method, during
the year, the hotel under construction was impaired down to their

fair value less costs of disposal.

The Group engages an independent professional qualified valuer
to perform the valuations in arriving the fair value less costs of

disposal.

In determining the fair value less costs of disposal of the hotel
under construction, the Chief Financial Officer of the Company
is responsible to determine the appropriateness of valuation
techniques and inputs for fair value measurements. The Chief
Financial Officer works closely with the independent professional
qualified valuer to establish the appropriate valuation techniques
and inputs o the model. The valuation is based on an asset-based
approach under which the hotel under construction is valued with
reference to a replacement value adjusted for the location, grading

and condition of the hotel.

Based on the impairment assessments, as af 31 December 2021,
the carrying amount of the hotel under consfruction amounted fo
approximately RMB117,529,000 (2020: RMB131,596,000)
was higher than its recoverable amount of approximately
RMB65,144,000 (2020: RMB106,318,000) and thus, an
impairment loss amounting fo approximately RMB52,385,000
(2020: RMB25,278,000) was recognised and charged to profit
or loss for the year to reduce the carrying value of the hotel under

construction to its recoverable amount.
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17. PROPERTY, PLANT AND EQUIPMENT/

DEPOSITS PAID FOR ACQUISITION OF
PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

Deposits J:ald for acquisition of property,
plant and equipment

As at 31 December 2020, included in deposit paid for acquisition
of property, plant and equipment was mainly represented
by the construction of Vessel and Equipment amounting to
RMB3,958,000 as defailed in Note 23(iv] and deposit paid for
the acquisition of dredgers amounting to RMB8,435,000 during
the year. The remaining portion is represented by deposit paid for
the purchase of vessels components.

During the year ended 31 December 2021, the Construction of
Vessel and Equipment was completed and the entire amount of
deposits paid for acquisition of property, plant and equipment was

transferred to the property, plant and equipment during the year.

As at 31 December 2021

commitments are disclosed in Note 37.

and 2020, the remaining capital
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18. RIGHT-OF-USE ASSETS/LEASE LIABILITIES 18.ERAEEE HEEE

(a) Right-of-use assets (a) EFRAEEE
Leasehold Leased
lands Dredger property Total
HELH B BHEME st
RMB'000 RMB'000 RMB'000 RMB'000

AR®TT AR®TTT ARETTT AR®TT

As at 31 December 2021 H-ZE-—-%+=A

=+—H
Carrying amounts FREE 46,548 - 1,122 47,670
As at 31 December 2020 RZZE-ZF+=H
=+-8

Carrying amount BREE 89,723 = 2,408 92,131
Impairment loss REERE (5,855) - - (5,855
83,868 - 2,408 86,276

For the year ended BE-Z--F+t=A

31 December 2021 =t+—-HILEFE

Depreciation charge nes 1,682 - 1,413 3,095

For the year ended HE-_Z-_ZTF+_A

31 December 2020 =t+—HIEE

Depreciation charge Fes® 2,792 79 1,071 3,942
2021 2020
—E-—F ZEZTF
RMB’000 RMB'000
AR®T T ARETTT
Total cash outflow for leases HERS RN AT 799 1,203
Transfer to investments properties (Nofe 19) BRI EYE (WL P) 41,493 =
Additions to rightof-use assets NEEREEE 141 2,587

Expenses relating to shortferm leases FREHAENRX 1,289 599
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

18. RIGHT-OF-USE ASSETS/LEASE LIABILITIES

(CONTINUED)

(@) Right-of-use assets (Continued)

For both years, the Group leases factory properties and a
dredger its operations. lease confracts are enfered info for
fixed terms of 2 to 3 years. lease terms are negotiated on
an individual basis and contained a wide range of different
terms and conditions. In determining the lease terms and
assessing the length of the non- cancellable period, the
Group applies the definition of a contract and defermines the

period for which the confract is enforceable.

During the year ended 31 December 2021, additions
to the right-of-use assets amounted to approximately RMB
141,000 (2020: RMB2,587,000), due to new leases of
leased property.

During the year ended 31 December 2020, the Group
has terminated a lease contract for a dredger as at
30 September 2020, its right-of-use asset amounting
to approximately RMB1,159,000 and lease liability
amounting to approximately RMB1,105,000 have
accordingly written off.

As at 31 December 2021 and 31 December 2020, the
Group entered into shortterm leases for office premises and

transportation vessels and machinery and equipment.

As explained in Note 17, during the year ended 31
December 2021, the management of the Company
conducted impairment assessments on its hotel under

construction and the related leasehold land.

As at 31 December 2020, the carrying amount of the
leasehold land was higher than its recoverable amount and
thus, impairment loss of RMB5,855,000 was recognised
and charged to profit or loss for the year ended 31
December 2020.

TEARRIERER AR

18.EFAEEE HEEBE@®

(a) FRAEEE @®)

MEFERN  AEBEBRETHRYERIZE
METHZE BITHEAOWNEBEEHR
R2EIF - BEGRDRBERIE R
HBE HPBE&8E TR GIMGMHE -
AEBERHTEMEE GR R ET T HE S
B REANNERLEES ARG
MATROHIRR -

HEZZ-—F+-_A=1+—HLFE "
AREFEHBREENARBEI141,0000(=F
—TE . AR¥2,587,0007T) 0 SR
EMENREE -

BHE_ZT-_ZTF+-_A=+—BLEFE "
FEBR - Z_ZFAA=ZFTHRELET —
BEREMOBESY  HERAREEOA
R¥ 1,150,000t - HEEBBEHARK
1,105,0007T - EHEEH °
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For the year ended 31 December 2021 #ZE

18. RIGHT-OF-USE ASSETS/LEASE LIABILITIES
(CONTINUED)

(@) Right-of-use assets (Continued)

As at 31 December 2021, based on the valuation
conducted by an independent professional valuer, the
recoverable amount of the leasehold land which has
been determined based on the higher of value in use
and fair value less costs of disposal using the market
approach method was higher than its carrying amount and
accordingly, a reversal of impairment loss of approximately
RMB5,855,000 was recognised and credited to profit or
loss during the year ended December 2021.

All the Group's leasehold lands are located in Yancheng
Jiangsu, PRC, and the land use rights are held for a term
expiring on 2052 and 2064.
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18.EFAEEE HEEBE@®

(a) FRAEEE @m)

BE-_Z-_—F+-A=+—8  REB
VEEMGEMETHGE  BELHHA
WESRBEBOLATEFEAERBIREERE
BEEAVTERLEKAZESEBE © %
CHESRNEKREE - At - REBBERED
AR5 855000 REBEE_T-_—F
TZALEFEERRLIABERE -

REBHFRAERE L L 7P BT % B8
W THERRNSANRR TR _F
K ZBRF &G e

(b) LEASE LIABILITIES (b) HEAE
2021 2020
—E-—F —ETF
RMB’000 RMB'000
AR¥T T ARBTFT
Amounts payable under lease liabilities: HEABETENSE -
Within one year —FR 1,322 605
Within a period of more than one year but —F A FETBBRF L
not more than two years HIE A 497 1,332
Within a period of more than two years but ME A BT BB AT
not more than five years HEA 25 523
1,844 2,460
less: Amount due for setlement with 12 months B RBAEBETERTRR
shown under current liabilities 1218 A A FE 1~ 518 (1,322) (6035)
Amount due for sefflement after 12 months shown ERBEEETERI2MEAR
under non-current liabilities JETFRIB 522 1,855
During the year ended 31 December 2021, the Group HE_Z_—F+_A=+T—HILFE

entered info a number of new lease agreements in
respect of lease property and recognised lease liability of
approximately RMB 141,000 (2020: RMB2,587,000).

ARERAEMETLETHEEHE -
WREREERENARK141,000T(=F
—ZF : AR®2,587,0007T) o
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

18. RIGHT-OF-USE ASSETS/LEASE LIABILITIES

(CONTINUED)

(b) LEASE LIABILITIES (Continued)

Amounts recognised in profit or loss

TEARRIERER AR

18.EFAEEE HEEBE@®

(b) HEE®E @)
REZBEINESHE

2021 2020

—B-—F e

RMB’000 RMB’000

AR%T AREFT

Interest expense on lease liabilities (Nofe 11) HEBBNMEFR(MET1) 54 103

Depreciation of rightof-use assets CREEENE 3,095 3,942
Restrictions or covenants on leases HERSBIHZHE

As af 31 December 2021, lease liabilities of approximately
RMB1,844,000 are recognised with related right-of-use
assefs of approximately RMB 1,122,000 (2020: lease
liabilities of RMB2,460,000 ond related right-of-use assets
of approximately RMB2,408,000). The lease agreements
do not impose any covenants in other than the security
interests in the leased assets that are held by the lessor.

leased assefs may not be used as security for borrowing

RZEZ_—F+-A=+—H 2®%RHA
EBBEHARK] 844,000 X BEFEH
BEEOARE] 122,000 (2 -F
F TﬂﬁﬁfﬁAE%Q,AéO,OOOE&*ﬁEE
FREEENARE2 408,0007T)  BrH
Tﬂ/\%ﬁﬁ’ﬁﬂ S EETHERERSI - H

EHETEEMNTENRZE HEEETS
REEEER® -

purposes.
19. INVESTMENT PROPERTIES 19,355 1 2
RMB'000
ARETFT
At valuation EE{E{E
1 January 2020 RZZT-ZTF—H—H 464,500
Changes in fair value N EZE 19,400
At 31 December 2020 and 1 January 2021, at fair value N E-_EF+_A=+—BR-_ZT-_—%
—RA—H ®%A¥E 483,900
Transfer from property, plant and equipment and right-of-use HEBEEYE BMEMSEUREREEE
assets (Notes 17 and 18(a)) (HtaE17 % 18(a)) 58,875
Changes in fair value N EEE (103,503)
At 31 December 2021, at fair value R-ZTE-_—4F+-_A=+—8 " ®AF¥E 439,272
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For the year ended 31 December 2021 BEZ T - —F+-_A=+—HBItFE

19. INVESTMENT PROPERTIES (cONTINUED)

The Group's investment properties represent property interests in a
shopping mall and factory properties that are held fo earn rentals

which are measured using the fair value model.

During the year ended 31 December 2021, certain factory
properties held by the Group previously classified as right-of-
use assets and property, plant and equipment amounted to
RMB41,493,000 (Note 18] and RMB13,510,000 (Note 17),
respectively were fransferred to investment properties as there was
a change in use from held for the Group’s own use to held to earn
rentals. The difference between the carrying amounts and the fair
values (net of related income tax) of these factory properties at the
date of transfer amounted to RMB2,033,000 which is recognised
in other comprehensive income and accumulated in property
revaluation reserve during the year ended 31 December 2021.

Valuation of investment properties

The Group engages an independent professional qualified valuer

to perform the fair value valuation.

In determining the fair value of the relevant properties, the Chief
Financial Officer of the Company is responsible fo determine
the appropriateness of valuation techniques and inputs for fair
value measurements. The Chief Financial Officer works closely
with the independent professional qualified valuer to establish the
appropriate valuation techniques and inputs to the model. This
valuation requires the use of unobservable inputs and is within
level 3 of the fair value hierarchy. The valuations of the Group's
investment properties were based on the income capitalisation
method by capitalisation of net renfal income derived from the
existing tenancies with allowance for the reversionary rental income

potential of the properties in order to arrive at the fair value.

19. 8 EWMZE @)

7R IR Y 2 5 — R A0 2 S DA R 1
B S 0 TS Y £ - A TFEE
it -

HE_Z-_—F+-A=+—HIFEE ~A&£E
REZADEARTRBEEENETIRWEAR
41,493, 00018 R AREBEEA 25
BAEVE BELARENETIBRMEARE
13,510,000 L (s 17| EEBEEZREDE R
AABEIRYEz Rt AEESEEE REE
HERDAS  REEAY  ZETIHRYWENE
HEEATEZZBINBREEMERIAARE
2,033,000t ' eBEREBE_ZTE-_—F+=A
Tt BUHFEEMEZEKRIABRAR IR
MES (SRR -

REW=MEE

AEBZRBEIEXENABERGEEMETAFE
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

19. INVESTMENT PROPERTIES (CONTINUED) 19. R EWZ @)

Valuation of investment properties (Continued) REYEMLE @)

In estimating the fair values of the properties, the highest and best ERFVENLTER  DENRRLKERR
use of the properties is the current use and defails of which are as ABEEMARZ  FBHET :

followings:

For the year ended 31 December 2021 BE-Z-_-F+-A=+-HLEE

Relationship of

Valuation unobservable
technique(s) Significant unobservable input(s) inputs to fair value
TUHRERABBENTE
fEEEM EXATTHREGARE HE &
Shopping mall located in Income capitalised approach

Yancheng, the PRC
The key inputs are
(i) Estimated unit rental Rental per square meter per month, using market direct The higher the unit rental, the higher
comparable and faking into account of location the market value
and other individual factors, which is RMB88.8 per

square meter per month

(i)  Capitalisation rate Capitalisation rate, taking into account of rate The lower the capitalisation rate, the
generated by market, of 7.6% higher the market value
iz 7 B B T ) 7 95 W E AR E
IEBHARER
[ AEtELES BEAXRGEAES  RATSERLBRIL BuBEeHE  mHEEES
RuBREMENERE - BEFIKEA
AR#88.87T
[i) EA&fEx BARLE A RTSEENLE - RB7.6% BRERE  m5EEMS
Factories located in Yancheng, Income capitalised approach
the PRC
The key inputs are
i} Estimated unit rental Rental per square meter per month, using market direct The higher the unit rental, the higher
comparable and faking info account of location the market value

and other individual factors, which is RMB13.2 per
square mefer per month

(ii) Copitohsotion rate Copﬁohsoﬂon rafe, toking info account of rate The lower the copito\isoﬁon rate, the
generate by market, of 7.6% higher the market value
fir B B B350 7 ) TR e &AL E
TEHABER
[ fAEtEaAe BRABTHRMES RATSERLRIL BuHeHs  mEEEYES
RuEREMENAE - BEFHAEA
AR®13.27T

(i) BAE BAR B RMGELNLE - B7.6% BRERBE  mHEELS
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For the year ended 31 December 2021 BEZ T - —F+-_A=+—HBItFE

19. INVESTMENT PROPERTIES (CONTINUED) 19. R EWMZ @)

BREWEME @)
BE-Z-_ZE+_A=t+—-ALEE

Valuation of investment properties (Continued)
For the year ended 31 December 2020

Valuation
technique(s) Significant unobservable input(s)
BB EXTUBEGAYUE

Relationship of
unobservable

inputs to fair value
AAHZBABBELTE
HE &

Shopping mall located in
Yancheng, the PRC

it eh B S350 T RO 705

Factories located in Yancheng,
the PRC

iz 7 o B Bt 7 ) T

There were no transfer info or out of level 3 during the year.

Income capitalised approach

The key inputs are

i} Estimated unit renfal Price per square mefer, using market direct
comparable and taking into account of location
and other individual factors, which is RMB7,150
per square mefer.

(i) Capifalisation rate Capitalisation rate, taking into account of rate

generated by market, of 5.0%

Wess B ALE

il fErEuRE BYTAKER  RATSERLRYFRNUE
FEMEREER  AEFHKAREZ, 1507

[i] BA{X BALE  GitRmBELNLE  B85.0%

Income capitalised approach

The key inputs are

(i) Estimated unit rental Rental per square meter per month, using market direct
comparable and faking info account of location
and other individual factors, which is RMB10.7

(i)  Capitalisation rate Capitalisation rate, taking into account of rate

generated by market, of 5.0%

W E LA

IZHABER

[ fhsrEfEE BREYHAES  RATSERLRILE R
EREMENEER - BARKI0.7T

i) BALE BA(R B RmBELNLE

&5.0%

The higher the unit rental, the higher
the market value

The lower the capitalisation rate, the

higher the market value

BueHs -
s

BACEHBE
e

misEE

FTSER

The higher the unit rental, the higher
the market value

The lower the capitalisation rate, the

higher the market value

BueHs -
HE

BAERBE
s

mGER

- miEEE

FRAE=ZEHUEEARXEY -
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

20. OTHER INTANGIBLE ASSETS

20 HttBL & &

RMB'000
ARETT
Cost B AR
At 1 January 2020, 31 December 2020 and 1 January 2021 R=-Z-_ZTF#—A—H —ZE-ZTF+_-A
=t—BEk=ZZE=—F—H—H 5,000
Written-off during the year F A 8 (5,000
At 31 December 2021 R-ZZE-Z—F+=-A=+—H S
Accumulated depreciation and impairment Z2FTERRE
At 1 January 2020 R_E_ZTF—HA—H 1,250
Provided for the year FNEE 333
At 31 December 2020 R-ZB-_ZEF+_-_RA=+—H 1,583
Eliminated on written-off during the year F I 3H B 1 8 (1,583)
At 31 December 2021 R—ZE-_—F+=-A=+—8H -
Carrying value REE
At 31 December 2021 R-ZE-—F+-_A=+—H -
At 31 December 2020 R-ZE-_FEF+-_H=+—H 3,417

The above intangible assefs are amortised on a straightline basis

over the 15 vyears.

The Group's other intangible assets represented brand name
of Easyhome to operate a shopping mall for 15 years. During
the year ended 31 December 2021, the management of the

P B EERERER 1 SFHEH -

AEENHEMEFNEEREEISFHENEARAZ
AmEeEE BE_T-_—F+-_A=+—H1t
FE ARRAEEERS THEKREE A
RIEREESEREAZRREEE At &

Company conducted a review on its businesses and operations
and decided to ferminate the application of the brand name of
Easyhome over its shopping mall and thus, the amount was fully

written-off to profit or loss for the year.

MEBENFARBR2 M -
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21. INTEREST IN AN ASSOCIATE
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e B R R M AR )

—E+-A=+—AILER

2-F

21 R—EBERTNER

2021 2020

—EBE-—F —E-TF

RMB’000 RMB'000

ARETR ARETT

Cost of investment in an associate R—REEE NI EK A 2,017 150

Share of postacquisition results and other DM A R E A2 E

comprehensive expenses - =

2,017 150

Defails of the Group's associate at 31 December 2021 and 2020 AEBR - ZE-_—FR-_ZE-_FTF+-_A=+—
are as follows: BZBERNRIZFBNT

Country of  Principal

incorporation/ place of Proportion of Proportion of voting
Name of entity registration  business ownership interest rights held by the Group  Principal activity
ER4am Ru/aMER T2 RAEEREL AEERBIRFELE  IEEH
2020
ZPITF
Jiangsu longxiang Horbour PRC PRC PRC 20% 30% 20% 30%  Provision of marine hoisfing and
Engineering Company Limited*, installation
"Jiangsu Longxiang”
IHERRBIRERAR il i 20% 30% 20% 30% REELEERZE

(ITgrsEs])

for identification only

Jiangsu longxiang was incorporated on 30 November 2020
and the Company injected initial capital of RMB150 to
Jiangsu longxiang which represented 30% equity interest in
the company. On 8 March 2021, the Group further injected
capifal of RMB2,873,000 to Jiangsu Longxiang. However, on
23 July 2021, the Company disposed 10% equity interest in the
associate to other shareholder of the associate for a proceed of
RMB 1,008,000 and no gain or loss on disposal was credited to

profit or loss for the year.

IEHEFER T ZEF+— A=+ 8K
KABMANIEGEFEAVBERARKE 150
B AT30%[E - R E-—FE=AN\H &
EEE-—FRIEHELEIEARK2,873,000
e ARM RZEBEZ—F+A=-+=H ' AQH
MZBE A RS —BREALEZEERATM10%
fekE - TS FIEA AR, 008,0007T @ MFRA
BalET ALENEMEZE -
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

21. INTEREST IN AN ASSOCIATE (cONTINUED) 21.

Summarised financial information of the associate:

The associate did not commence business since its incorporation
and thus the profit or loss of the year ended 31 December 2020
and 2021 were not significant and thus the financial information

for the year has not been presented.

Summarised financial information in respect of the Group's
associate as of and for the year ended 31 December 2021 is set
out below. The summarised financial information below represents
amounts shown in the associates financial statements prepared in
accordance with HKFRSs:

R—EBEQTNES @
HBEATDNYEEREE -

ZERE N R AR AR Y BRI ELS
BB E T EFER T —F+A=+—
AEFEZEZTRAER  AMTEZYEGHEF
ERTBEER -

AEEBREARNR-_T-_—F+-A=+—BK
BEZALFENYBENBEDT - TXHMB
ERRENIRBERAEMBRERAGUZSTH &
RNEE R PR RO BURR ¢

RMB'000

AREFIT

Current assets MEEE 10,240
Non-current assets SERENEE 23,621
Current liabilities mEaE -

Non-current liabilities EREARE (23,776)
10,085

Reconciliation of the above summarised financial information to the
carrying amount of the interest in the associate recognised in the
consolidated financial statements:

LA BENBEARGAMBRRERB 2R
AEEMEREEZHE

RMB'000

ARBETT

Net assets of Jiangsu longxiang LEEFAEEE 10,085
Proportion of the Group's ownership interest in REEBB LHFEFES I

Jiangsu Longxiang 20%

Carrying amount of the Group's interest in Jiangsu longxiang ~ AEMIFE T e 2 REE 2,017
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22. EQUITY INSTRUMENTS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME

22.B2AFEFAEMEZE KRS 2
e =]

EIz\

2021 2020
—EB-——F ZETF
RMB’000 RMB'000
ARETR ARBTFT

Equity instruments at fair value through other
comprehensive income: TE:

— Unlisted equity investment

FEmERTA

BAFEFARE MY S 2 s

3,000 =

The amount represents the Group's investment cost in a private
enfity established in the PRC. This investment is not held for trading,
instead, it is held for long-term strategic purposes. The Directors
have elected to designate this investment as equity instrument at
FVTOCI as they believe that recognising shortterm fluctuations in
these investments’ fair value in profit or loss would not be consistent
with the Group's strategy of holding these investments for long-term

purposes and realising their performance potential in the long run.

The Directors consider that, as at 31 December 2021, the carrying

amount of the investment approximates to ifs fair value.

SHERRAEEARERTERINREDCE 2K
R REWIFHIEEER @ MERIFERRERRK
BEy - BREFHE  BRZFRENBRERR
MAFENEHRSEAKRESRERNKAX
SREREREREBERFORBEANT - Bt
ERERZSRETAREEERRAFEFA
H At 2 H K5I o

EERAE RZE-—F+=ZA=+—8 " &E&
REREmESRE N FERS -
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For the year

23. TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS

ended 31 December 2021 HZ—E-—F+-_A=+—BILtEE

23. 78 W B R R HL th BB U RR IR DA %
BN KA

2021 2020
—E-—F —ECEF
Notes RMB’000 RMB’000
HaF AR® T AREFTT
Trade receivables JE U BR X 1,632,858 1,633,251
Less: Allowance for credit losses W EEEERE (1,159,371) 1,136,100)
(i) 473,487 497,151
Bills receivable U =% 29,997 21,516
Value-added tax recoverable a] Y [O] 12 (E F (ii) 26,889 2,582
Government financial incentive receivables, net JE U BT B TS R B SR RE (iii) 5,120 6,017
Prepayment for construction of the Vessel and Equipment 3 28 M i & 3% 18 2 T8 1+ (iv)
RIA - 129,071
Other prepayments H 8 FRIR v) 36,784 43,995
Deposits b (vi) 12,852 17,030
Other receivables H b fE W IR (vi) 6,759 4,863
591,888 722,225
Analysed as: xiv=
— Current — BNER 591,888 576,754
— Non-current —JEBNHR - 145,471
591,888 722,225
Notes: B -

(i

Trade receivables (i)

Before accepting any new customer, the Group assesses the
potential customer’s credit quality and defines its credit limits based
on reputation of the customers within the industry.

The Group prepares an aged analysis for its trade receivable
based on the dates when the Group and the customers agreed on
the quantum of the services rendered, as evidenced by progress
certificates. Periodic statements are issued and agreed by the
customers for the services rendered for the customers.

W BR X

RERTAHELH ARBEEREFPNITE
NNBEFGZECEPNEEERRRERE

ERE -

AEEERAEBRERTFHEREREEEREH
BB (HEEREEER) RREBUCRRNORER D
#r o BEBRDEEFPREMERHNRBEEE

B -
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For the year ended 31 December 2021 BEZ T - —F+-_A=+—HBItFE

23. TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS (CONTINUED)

Notes: (Continved)

(i

Trade receivables (Continued)

Most of the dredging contracts require the customers to make monthly
progress payments with reference to the quantum of the services
completed (typically 95% of the quantum of the services completed
in the previous month) within 30 days to 90 days after the issuance
of the progress certificate. According to these dredging contracts,
the remaining balance [typically 5% of the quantum of the services
completed) is kept as retention money and is to be paid by the
customers within thirty to sixty days after (a) the project is complefed
and (b) accepted by the customers.

A contract asset which defails are set out in Note 24, is recognised
over the period in which the construction services are performed
representing the Group's right to consideration for the services
performed because the rights are conditioned on (a), (b) and
expiration of defect liability period and details of which are set out
in Note 27.

Retention receivables, prior to expiration of defect liability period,
are classified as contract assets, which range from 30 to 365
days after (a) and (b) are fulfilled. The relevant amount of contract
asset is reclassified to trade receivables when the defect liability
period expires. The defect liability period serves as an assurance
that the construction services performed comply with agreed-upon
specifications and such assurance cannot be purchased separately.
The timing of payment patterns give rise fo retention receivables
which are subject to performance risks but not only the passage of
time before the refention receivables are due. Details of contract
assets are stated in Note 24.

23.ENERF R HMEWRIEUR
A FE (@)

Htat - (&)

(i)

e R R (48)

REDEARRBREFPRBEHEREEZRI0A
ZEO0RARBEZXMBECRTE R L ATKRYE
EMOSU) XN ARERENK - REZFHEZR
Al SBEEFR/ATHRRBEENS%) RRES - M
EPRaPRE R RIbIEFPEMNEMAEREKR =1
ERTHAZA -

BREEZFBHERIE24 - IR RHERERY
Z IR ERER - AAKERR M 2 REKEKE
ZHER] - TR B REERN ) (b) REREE
Hm AR SRIGN  BRAFIRERME27

EERRESNREEETHERINESDBRSANE
= MREEEHSBEK o) R(b)E B BN F
30E365B 2B - ERRRAEHMERE - 44
BENEHSHESEENDBREKIER - R
BEERZERRAREMRRNBERBHFABE
BRI - TR EBBERRARE - BEARES
EREENREHESL  BFEEBRHER - HR
EWRE ST - BE2REALIEE—FEE
BERRBEZER - AWEEFRRRME24 -
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23. TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS (CONTINUED)

Notes: (Continued)

(i) Trade receivables (Continued)

Aged analysis of the Group's trade
receivable, net of ECL

The aged analysis of the Group's trade receivable, prepared based
on the dates of certification of work done, which approximate the
respective revenue recognition dates (net of credit losses for trade
receivable), at the end of each reporting period is as follows:

23. 78 W iR R I H At FE W RR IR BA R

B4 FKE (@)

Hiat - (%)

(i)

W BR R (48)

R £ H B W B K B e 0 AT (400
BREMEEEA)

W5 9555 K AR HRE T B (SR B s
t0 B3R E SR ) 2 31t 7 58 B AR5 (30
R K 9 B 9 KRB S AT I T

2021 2020

—B-—fF —E-THF

RMB’000 RMB'000

AR¥ T ARBTFT

0-30 days 0ZE 30K 71,054 68,224
31-60 days 31E60K 21,545 9,690
61-90 days 61EQ0K 6,890 3,094
91-180 days Q1E 180K 22,517 Q413
181-365 days 181 E365K 35,627 42,336
1 year-2 years 1 FEE2F 14,392 74,573
Over 2 years HBiBE2F 301,462 289,821
473,487 497,151

The estimated loss rates for ECL calculations are estimated based on
historical observed default rates over the expected life of the debtors
and are adjusted for forward-looking information that is available
without undue cost or effort. The grouping is regularly reviewed
by the management to ensure relevant information about specific
debtors is update.

Details of impairment assessment of trade receivables for the year
ended 31 December 2021 are set out in Note 4 1(b).

(i) Value-added tax recoverable (“VAT")

VAT paid of approximately RMB26,889,000 (2020:
RMB2,582,000) by the Group in connection with its property, plant
and machinery and construction in progress could be setoff against
future value added tax payable generated from the Group.

(i)

BEHMEERBRARTZA BRI DNENBER
SEBANBRFHRR 2 EOREMHE - LR
T B R AN 3B AT ERAS B A1 R 1 A R S
o pHAEEEENERN  UBRREEEBA
ZHEBERARHERN -

BE-_Z-—F+-_A=+—RALEEZRKE
FREFTEFEBHRMEL(b) °

AT Y B E R ([ AT UL R E R )

AEEREME  BEREMARKRETREXN
AR EREHRHARKE26,889,000L (=22
F: AR%2,582,0007T) - BABRKAEHEA
SERRZEMNEER -
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23. TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS (CONTINUED)

Notes: (Continved)

(i)

(iv)

Government financial incentive receivables

The aggregate carrying amount of government financial incentive
receivable, deposits and other receivables were of approximately
RMB24,731,000 (2020: RMB27,910,000). During the year
ended 31 December 2021, an allowance of expected credit loss
of approximately RMB5,000,000 (2020: RMB827,000) was
recognised.

Defails of impairment assessment of other receivables for the year
ended 31 December 2021 are set out in Note 4 1(b).

Prepayments for construction of the Vessel and Equipment

As at 31 December 2020, the amount represents a prepayment o a
Constructor (defined as below). On 1 June 2020, a wholly owned
subsidiary of the Company (the “Subsidiary”), entered info a hoisting
service confract with a customer who is an independent third party
of the Group (the “Customer”] which the Group agreed fo provide
the Customer with hoisting services for 4 years from the completion
of construction of the Vessel and the Equipment (defined as below)
at a monthly service income of approximately RMB6,800,000
[the “Monthly Service Income”), with the total service contract
sum of approximately RMB326,400,000 (the “Hoisting Service
Agreement”).

On 11 June 2020, the Subsidiary entered into 2 agreements with
a constructor, who is an independent third party of the Group
(the “Constructor”) to construct a vessel (the “Vessel”) and to install
equipment on the Vessel (the "Equipment”) (the “Construction
Agreements”). The tfotal construction cost for the Vessel and the
Equipment is approximately RMB226,748,000 in which the
Tst instalment of the Construction Agreements is approximately
RMB28,836,000, and the Subsidiary already paid the Constructor
RMB15,836,000 on 23 July 2020.

On 23 July 2020, the Subsidiary and the Constructor entered into 2
agreements with a financing company, who is an independent third
party of the Group (the “Financing Company”), all parties agreed the
Subsidiary would fransfer its right and obligation on the Construction
Agreements fo the Financing Company, the unpaid contract sum of
Construction Agreements, i.e. 2nd to 4th instalments amounting to
approximately RMB197,912,000 ("Unpaid Cost’), shall be borne
by the Financing Company.

23. B W Bk R I H At BB W R IR DA R

B FKE (@)

Htat - (&)

(iii)

(iv)

JE R BT B 75 B2 R

BT IS8R - e R EMBERREZRE
HEAEXOABARYKE24,731,0000(=ZE=F
F: AR¥E27010,000t) s BE-ZZTE - —%F
F+TZA=ZF+—HBLEFE  ARAERHOARE
5,000,000 c(ZZE 2 F : AR¥827,000
)2 FEEEEEEEE -

BE-_Z-—F+-A=+—RLEEzHME
Wk B R E T B E M E41(b) -

RN R i 2 TR FRIR

RIZE-ZE+-_A=+—H ZFARARE
B(ERRETXOXNZEMNKE R_F_FF
RNA—B  ARAH—FHE2EMNBAR(HELR
ANEFAAEEBUE=FHN—UEFP([E
FDRIVEERBAH Hit  AEERE - 8
TREEMBERB(ERR T EMFRA
ZEPRMBERY 8 ARBRAHNRARKE
6,800,000 (T ARBEAL) - REEHRA
SHEN B/ ARE326,400,0007T ([ #2 = R 7% 1
#1) o

RIZE-ZFEXA+—0 ZWBLRAERFGA/AE
SEBYE= Tz —REER(TR2ER L2
MiE - AREHEE—EMM(THMAD LR
s ERRREB(TRED (TREWZ]) - MM
RERBNREBKRAH /AR 226,748,000
T EPRERELEIHSIHANKORAR
¥ 28,836,000t - M&ZMBRAAER =F
TEFLATZHRAZBEBINTARE
15,836,0007T °

RZZ-_ZTFLA-+=R0 ZMBRARZE
EHESGR/RAEEBLE=F 2 —BRELQF
(ITRERR DI 20 WE - =7 RBZNE
REMZBERTEZFEREERE T OEMNR
BfE MEEBRNRNENAE(AFE2HMES
4B B ARBE197,912,0007T ([ KA+
B 1) B R % A A B o
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23. TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS (CONTINUED)

Notes: (Continued)

(iv)

Prepayments for construction of the Vessel and Equipment

(Continued)

On 23 July 2020, the Subsidiary entered into 2 finance lease
agreements with the Financing Company pursuant to which
the Financing Company would finance the Unpaid Cost to the
Constructor during the construction period for the construction of
Vessel and the Equipment by the Subsidiary. As at 31 December
2020, the Financing Company has paid of approximately
RMB50,526,000 and RMB60,446,000 on 10 August 2020 and
30 October 2020 respectively on behalf of the Subsidiary. Interest
on these amounts are accrued at 8% in arrears and amounting to
approximately RMB2,263,000 for the year ended 31 December
2020.

In order to fulfil the payment obligations for the financing service,
the Subsidiary and the Financing Company have entered info the
following arrangement such that (a) the Subsidiary would rent the
Vessel and the Equipment from the Financing Company at a monthly
rental of RMB4,785,000 for 4 years (the “Monthly Rental”) from the
completion of the construction of the Vessel and the Equipment, so
that the Group can provide the hoisting service to the Customer in
accordance with the Hoisting Service Agreement, inducing the fotal
future undiscounted cash oufflows over the 4-year non-cancellable
lease period amounted to approximately RMB229,680,000; (b)
A deposit amounting fo approximately RMB3,958,000 (see Nofe
17) was paid by the Subsidiary fo the Financing Company on 1
August 2020 for the rental arrangement mentioned above. From the
completion of consfruction of the Vessel and Equipment and during
the 4-year lease term, the ownership of the Vessel and Equipment
belongs to the Financing Company and at the end of the 4-year
lease term, the Subsidiary has an option fo purchase the Vessel and
the Equipment from the Financing Company at RMB200.

Another vessel of the Group with carrying value amounted to
approximately RMB22,928,000 {2020: RMB21,677,000) as at
31 December 2020, has been pledged to the Financing Company
fo secure the arrangement (see Note 38). Mr. Liu and Ms. Zhou
have also provided personal guarantees to secure the arrangement
(see Note 39).

23. B W IR =X K&

H i f& W R I8 B K%

ﬁﬁ%ﬁﬁ

Hiat - (%)

(iv)

BRfmA R REIENREE)

\ZZ2_ZFELA-+=H  ZMER R EZE
BRAFV2DBMEME R @ B ZBER
AERZMEARREMM R RENRERR
EE}%F‘%S‘ZH?H‘J‘EZZK EA_':,_ F+=
R=+—H Z®MER SRAR_F_FF
)\)EI-?—E&:E:?E'FHE-FER%EZWE
RAIXNHARKES0,526,000 T KK AR
60,446,0007C - ZE S F B THIZ8% M & R
ORBE_Z_EFE+_A=T-BILFEE
HANERH2,263,0007T - ERBHEEIBRKEE -

Eﬂmﬁ%

RETRERBONKEAE  ZWBARHEZ
BMEAAFL ML (dZMBARKA
TEREEMMERERTLAFANUAEAARE
4,785000 e ([FAEE ) AZBER
AHEMMNRRE  EAKERREESREH
FAREPRELERY - XN4F AT HEE
ERNEERKARBREREESRBBENARE
229,680,0007 : (bjpt Lt ELHME - &M
BRAER _ZF_FFNA-—HAZBERAX
RNEREHARES,958000L(RMFEI7) - B
TRBEMMRBERARNAFHEEM® - M
MkRBOMERGZBERFME - R4FHE
R ZWBRARMERAARE200TZE R
BRREEMMERE -

35’3_7_7¢+ A=+—H AEERZHE
AREEMREENRARE22,028,000T(=F
ZETF : ARM21,677,0007T) 5 — A M AA A
ERZZH(RKHIFE38) « Bl ER AL L IR H
EAFERAERZ R (RHFEI) -
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23. TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS (CONTINUED)

Notes: (Continved)

(iv)

Prepayments for construction of the Vessel and Equipment

(Continued)

On 23 July 2020, the Subsidiary and the Financing Company
also entered into an entrusted payment contract that the Subsidiary
entrusts the Customer to pay the Financing Company the Monthly
Rental directly. However, if the Cusfomer fails to repay the Monthly
Rental, the Subsidiary has the obligation to repay the Financing
Company the amount in full. On the same date, the Subsidiary
and the Financing Company entered into an agreement fo set up a
restricted bank account (the “Account”) for the Customer to deposit
the excess of Monthly Service Income net with the Monthly Rental
in the Account, i.e. RMB2,015,000 per month, and the Financing
Company has the right to withdraw the excess directly from the
Account, in order fo fulfil the Monthly Rental obligation. The Account
is pledged to the Financing Company to secure the repayment of the
Monthly Rental.

In the opinion of the Directors, the above arrangement with the
Financing Company was just a financial arrangement for the
Group to obtain the Vessel and the Equipment. As at 31 December
2021, the Financing Company and the Subsidiary paid a fofal of
approximately RMB197,912,000 (2020: RMB110,972,000) and
28,242,000 (2020: RMB15,836,000), respectively, amounting
to approximately 226,154,000 (2020: RMB126,808,000)
in aggregate to the Constructor over the construction period in
accordance with specified milestones, representing a prepayment
of the Group whilst its financial arrangement with the Financing
Company represents other borrowings of the Group as set out in
Note 31.

On 12 July 2021, the construction of the Vessel and the Equipment
has been completed. As the construction of the Vessel and
the Equipment was completed in July 2021, prepayments for
construction of the Vessel and Equipment was fransferred to property,
plant and equipment accordingly. The vessel ownership certificate
and certificate of registry of the Vessel have been issued by the
Government on 12 July 2021 and 15 July 2021 respectively and
the Subsidiary has then commenced to provide hoisfing service to the
Customer under the Hoisting Service Agreement affer obtaining the
certificates.

Details of impairment assessment of prepayments for the year ended
31 December 2020 are set out in Note 41(b).

23. B W Bk R I H At BB W R IR DA R

B FKE (@)

Htat - (&)

(iv)

BRMmARRBZENREE)

RZZE_ZEFLA-+=0 " ZMBRA &Za
BRANINL—DEANREY  ZHWBRARE
AZEFEEMZBELAAINEAMAE - A
M WEZEFAEEESARS  AZWEAQR
BEARZBERRIEHEERE - KRB © %
WEAREZMEARIY —RiHeE NABH
B ZBRHRITIRS(TBRE]) - MEZRF G
IERARBBRAFEREAMAS  IBAAR
#2 015,000 * FAZKFE  BZ@BEQRAE
BEENZEPIRIVBEMNZIE - WETSAA
SEM - ZIEFOHWIRIT FZEE QA AERE
EEFsAESE -

EEZRA PMHEZREARNREEALNSE
EESHMEREEORERE RZTZ—F
+ZA=+—H8 ZBERARKZMERARAR
BESRZETERES N MZBEERINY
ARBEI197 912000 t(ZFE_FF : ARK
110,972,0007t) R4 AR % 28,242,0007t (=
T _TF: ARK15836,0007) @ &4
AR¥226,154 000 (Z T =_ZTF : ARM
126,808,0007t) * FAREBEMTAERNKE - [
B HEZBERARNBELHARAEENS —
BEE  FEHRKES -

RZE-—F+tA+=-H MHEREEZEET
BRT - MMEkZER-_S-_—FLARRE -
MRS EIEETIRI G 2ENRBECES
BEYE BERRE BHAINIR-ZZT=—%F
tA+-AR_E_—F+tA+HBELMME
ERFAEARMMEMEE  MZHBRRE
BEZEFEL HRBETREEREHE A%
BERERERE -

HE_Z_ZTFF+_A=+—HIFEZEMNR
R ER A FHHNME41(b)
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23. TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS (CONTINUED)

23.EWNERFR R HMEWRIE LR
T8 FE (@)

Notes: (Continued) HieE - (&)

(v) Other prepayments (v) H B FE
As at 31 December 2021, the Group's other prepayments comprise R-T-_—F+-_A=+—H0 A&£EBZH
of: (i) approximately RMB36,784,000 (2020: RMB30, 177,000) HEMREBETE (| ANEBRFPEKXEINE
related to the Group paid for the chartering cost, docking costs and B zMEMEA - AN AR AR RE KRS
fuel cost for both PRC and overseas projects; and (i) nil amount ARE®36,784,000 L (ZTE_TF : AR¥
[2020: RMB13,818,000) for prepayment of purchase of raw 30,177,0007) + RN ERBEEEZTBENEZE
materials for the construction of hotel. EEMHENZREBEZT(ZZE_2F : ARK

13,818,0007T) °
vi) Deposits and others vi) ZE&REM

The aggregate carrying amount of government financial incentive
receivable, deposits and other receivables were RMB24,731,000
[2020: RMB27,910,000). During the year ended 31 December
2021, an allowance of expected credit loss of RMB5,000,000
[2020: RMB827,000) was recognised.

Details of impairment assessment of deposits and other receivables
for the year ended 31 December 2021 and 2020 are sef out in
Note 41(b).

FEW T B 75 22 B~ dR S I B A R MR IR 2 BRTE
BEHXRAR®24,731,0000(ZT 2 F :
AR#27,910,0007t) - BE-T - —F+=
A=+—BLFE XRAEREHEEERE
BHEARKS5000000L(ZB-FF : AR¥K
827,0007L) °

BE-_ZT-_ZTFRZT=—F+ZA=+—H1LE
FEZESREMBURERETGEZFBEIR
M FE41(b) °
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24. CONTRACT ASSETS

2. 5HEE

2021 2020
—EBE-—F —E-TF
RMB’000 RMB'000
AR¥T T ARET T
Contract assets BEHEE 9,231 25,466
Less: Allowance for credit losses B EEEERE (165) (419)
9,066 25,047

Analysed as: DA
— Current — g 3,701 5,083
— Non-current — Ik E 5,365 19,064
9,066 25,047

As explained in Note 23, according to the dredging contracts with
customers, the remaining balance of the contracts (typically 5% of
the quantum of the services completed) is kept as retention money
and is to be paid by the customers within thirty to sixty days after
(a) the project is completed and (b) accepted by the customers.
A contract asset, is recognised over the period in which the
construction services are performed representing the Group's right
fo consideration for the services performed because the rights are
conditioned on [a), [b) and expiration of defect liability period. The
confract assets are fransferred to trade receivables when the rights

become unconditional.

23R - RBERPAIYZEZE
B AOBREBRERETKRBEZS% X RR
Be MEPEAN)EETKEb)RFERERH

HER=ZTERTRAXNEBHIA - ANEE
TR ERY 2 IR ERR - RAEBERIE

W2 R WA B 2 F - bt TR A BRI LA
(a) » (b) RERPAE EHIE M A SRR - EHERIEE
REGRN - ARNEEREEBERUIRK -
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24. CONTRACT ASSETS (CONTINUED)

Retention receivables, prior to expiration of defect liability period,
are classified as contract assets, which range from 30 to 365
days for 5% to 30% of the contract value affer (a) and (b) are
fulfilled. This amount is included in contract assets until the end of
the refention period as the Group's entiflement to this final payment
is conditional on the satisfaction of the service quality by the
customers over the retention period as stipulated in the contracts.
The relevant amount of the contract assets are transferred fo the
frade receivables when the rights become unconditional, which
is typically at the expiry date of the period for the provision of
assurance by the Group on the service quality of the construction
work performed by the Group when the defect liability period
expires. The defect liability period serves as an assurance
that the construction services performed comply with agreed-
upon specifications and such assurance cannot be purchased
separately. The timing of payment patterns give rise to retention
receivables which are subject to performance risks but not only the

passage of fime before the retention receivables are due.

As at 31 December 2021, the Group's right on the retention
receivables is conditional and thus the entire amount of retention
receivables amounted to approximately RMBQ,066,000,
net allowance of credit losses (2020: RMB25,047,000) are
classified as contract assets.

As at 31 December 2021
confract assefs amounting fo approximately RMB5,365,000, net
allowance for credit losses (2020: RMB 19,064,000 are resulted

from current projects which are expected to be realised more than

, retention receivables included in

12 months. The remaining portion of contract assefs amounting fo
approximately RMB3,701,000, net allowance for credit losses
(2020: RMB5,983,000) are expected to be realised within 12
months.

TEARRIERER AR

2 EHEE @)

BREREEREHNEEZS%E30% - RIEEFE
HiB EK (o) R (b5 - M F30E365H - Rk
BRECHBERA  BRARBZTDESEREH
BE BEERBEHZE  LWIHARREANOM
E o ARBRBRRE -ENRZENIORREP
HEREBENRBERZ2RERE - BERR
BREEHERE  AREREETZREETRED
RBERREHRFZOMBEE RSB - R & E K
BHRE MENEEZHRSBEREEBERK
R - REEETHZERRRIMEHRNZER
BRAMENRE  ETREBBEZRE - &
WREENBENKESHREL -  AFEROR
@ HERFEWURE & B HIRT - B ] 2R 3 IF ME
—RELAMREZRE -

RZBZ—F+-A=+—0  AEEKIMEK
REE 2N BB GT  RitERRES AR
RARM®S 066,000 MEEBEEHEFR
—T-THF : AR¥25,047,0007T) BIES R
RAKWEE -

RZBZ—F+-A=+—H AHNEEETZ
JEWRE € 4/ ARKES,365,0007T - MiZEE
BREFHE(ZZ_ZTF : AR¥ 19,064,000
T)DELABTEHASNI2EARERZRER
B-AaNEEZEMBANHORARKS, 701,000
T MEEBFBRBEB(ZZT_ZF : ARK
5,083,000 ) FEH M1 218 A AEZIR -
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CONTRACT ASSETS (CONTINUED)

During the year ended 31 December 2021, there is an addition
of approximately RMB1,530,000 (2020: RMB 19,967,000
and a fransfer of approximately RMB18,888,000 (2020:
RMB6,292,000) from contract assets to trade receivables. The
Group's rights to considerations on these contracts assets have
become unconditional i.e. only the passage of the time is required
before payment of that consideration is due.

As part of the internal credit risk management, the Group applies
internal credit rating for its customers in relation to contfract assets.

Details of impairment assessment of contract assets for the year
ended 31 December 2021 and 2020 are set out in Note 41(b).

BANK BALANCES AND CASH

Bank balances that are denominated in a currency other than the

functional currency of the relevant group companies are set out

2 EHNEE @)

HE-_Z-_—F+-_A=+—8BLFE " E
WEBR R A RE 1,530,000t (T =
THE: AR 19067,000L)  BEAHE L A
R# 18888000t (T F : ARK
6,292,000 A ENEEREL E UK -
FEBRZEENEERDMREZENS S K E
1 - BIR AR (E 2 BABR [ i B {2 78 5T K B
pdiing g

ERAREERREREZ 8D  ARELHES
HMEEMRBZEPETRBEENME -

BHE-_ZT-_ZFR-_ZFT-_—F+=-_A=+—HL
MEFEZANEEREBEFTHOFBIHRM T
41(b) °

25. RITHEBREAE

AHEREEARMNNEER LI MEBHEZR
TTREFHIIMT ¢

below:
2021 2020
—E-—f —E-TF
RMB’000 RMB'000
AR¥T T ARET T
United States Dollar (“US$”) En([ET 13 15
Hong Kong Dollar ("HK$") B (TETT 243 784
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26. TRADE AND OTHER PAYABLES

26. B BRI E A B RKIR

2021 2020
—E-—F —ETF
RMB’000 RMB'000
ARBTT ARETFT
Trade payables J& A5 BR 3K
Sub-contracting charge SBEEA 117,996 101,315
Fuel cost LAY S 1PN 8,459 2,030
Repair and maintenance BIENRIRE 19,807 14,888
Others Hith 1,885 18,922
148,147 137,155
Other payables H A & 5 IR
Payable for construction cost of investment properties % & #) 2 32 38 Ak 78 &9 FE 1~ ZUE
(note below) (M sEER N T30 73,873 73,945
Accrual for other taxes JE 5 E i 1R 51,688 53,362
Accrual for staff salaries and welfare EEtE I #H & MEF 36,705 35,018
Others Hih 49,315 59,891
211,581 222,216
359,728 359,371
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26. TRADE AND OTHER PAYABLES (CONTINUED) 26.F8 15 BR R B H At FE A RO ()

he aged analysis of the Group's trade payables presented based REEREREHRREZHHA2 N ERERR
on the invoice date, except for sub-contracting charge which is (REEBEZAH2NSBEARIN HE®R S
presented based on dates of the progress certificates, as at the end M

of each reporting period is as follows:

2021 2020
—¥=—F i
RMB’000 RMB'000
AREF T ARBTFTT

0-30 days 0&E30X 17,626 15,798
31-60 days 31260XK 37,879 19,563
61-90 days 61EQ0XK 4,042 Q83
@1-180 days Q12180XK 19,337 3,014
Over 180 days HBiB180XK 69,263 Q7,797
148,147 137,155

Note: As at 31 December 2021, based on invoice date, other payables Wit W—_ZEZ—F+-RA=+—H REERH
for construction cost for investment properties of approximately H O REVEEZIRANEMENREHA

RMB7 3,873,000 (2020: RMB73,873,000) has been due for over R#¥ 73873000t (BT F : AR

1 year. 73,873,000 ) E@ BB F ©
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27. CONTRACT LIABILITIES

28

Contract liabilities represent service income received in advance of
approximately RMB34,974,000 (2020: RMB42,364,000) as at
31 December 2021 and recognised as revenue when the services

are rendered.

During the year ended 31 December 2021, there is an addition
of approximately RMB26,847,000 (2020: RMB32,194,000]
and a transfer of approximately RMB21,625,000 (2020:
RMB11,840,000) from contract liabilities to revenue.

AMOUNTS DUE TO DIRECTORS OF THE
COMPANY

TEARRIERER AR

27. 80 EE

ESNRBEURA @ @EHRARE34,974,000
T(ZTZFF : AR¥42,364,0007T) ' ER
AEERFIRBEERBREA -

EHEBBEEBRE_TS-_—F+-_A=+—HHEZ%
&

HE-_Z-_—F+-F=+—BIt&EE KA
MYARME26,847 000 (Z BT F : AR¥
32,194,0007t) - BEEHAREE21,625,0007T
(ZZB-TF : AR¥11,840,0000)BAHE
BEEERZEIRA o

28. BN ARAESIE

2021 2020

—EB-—F ZETF

RMB’000 RMB'000

ARBT T ARBTFT

Amount due to Mr. Liu P& 815 4 5RIE 29,700 40,900
Advances from and emolument payable to certain REREMNETEE 2B H M

Directors 4,507 3,955

34,207 44,855

The advances are unsecured, interestfree and have no fixed

repayment schedule.

Pursuant to the Letter of Undertaking, Mr. liu agreed not to request
the Group to repay the amount due to him of approximately
RMB29,700,000 unfil the Group has sufficient funds to meet all
the liabilities and financial obligations as and when they fall due in

the coming twelve months from 31 December 2021.

BRAEEM - A ERTREEERFHEE

RigAEE  BIEERE  BEEAKEHARR
BeENMEBER-_Z_—F+=-A=+—H#
AARART—EARIIMzABERETAEBRBEZ
FEMBEERIL  TE@2XAEEEEENE
B AER¥29,700,0007T °
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29. AMOUNTS DUE TO NON-CONTROLLING

30

SHAREHOLDERS OF A SUBSIDIARY

All amounts are unsecured and non-trade in nature.

As at 31 December 2021, all balances are non-interest bearing
except for an amount of approximately RMB 17,860,000 (2020:
RMB19,360,000) which is interest bearing at 12% (2020: 12%)
per annum (“p.a.”]. On 31 December 2021, the non-onfrolling
shareholders agreed not to demand repayment of approximately
RMB59,887,000 of the amounts due to them before March 2023
(2020: RMB61,387,000 of the amounts due to them before

January 2022) and thus, the amount was classified as non-current.

29. B4 —

BHEBARFEZERRKRRE
2ZFRIE

MBEREAREERREIFES MY -

RZEZ—-—F+ZA=+—H
R ¥ 17,860,000t (=&
Q 360,0007T) Z I A
2%) 2 FEME(TFEMEDEF BRI - FTBEHREDS
%Tﬁgo\ TZ—F+=ZA=+—8 " ¥iE
BERRERAETEERAEEEEEN_T_=
“AMENREZREHARES9,887,0007T
(ZZ=Z2F  ER-Z-Z_F—AmXNES

B AEA
—TF ARE
2%(ZTB=FF :

ZHIEARES1,387,0005T) © Bt - BEFIAE
EDBRIERE -
BANK BORROWINGS 30.8B1THEE
2021 2020
:g:_fﬁ e 7 - E
RMB’000 RMB'000
ARETR ARETT
Secured bank borrowings BFEAZBRITEE
Payment schedule according fo confractual RENBFTERE L2 NRRER
repayment terms
— Amount due for sefflement within one year ——FRIEEENRIE 276,330 293,400
The effective interest rates of the secured bank borrowings are set BEBZRITEENERMEZIIMT :
out in the following table:
2021 2020
—B-—F —
RMB’000 RMB’000
AR®TR AREFTT
Fixed inferest at 4.45% p.a. to 6.55% p.a. Eiﬂ‘rﬂf 45%FE6.55%
(2020: 5.44% p.a. to 8.05% p.a.) (ZZZZF  FRES5.44%
%8.05%) 216,400 217,400
Floating interest at LPR plus 1.76% p.a. REZEX 7()%@?']3‘3
(2020: LPR plus 1.13% p.a. to 1.61% p.a.) ZiFEME (— ToTF
REBERMENFR X
113%E1.61%) 59,900 76,000
276,300 293,400
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30. BANK BORROWINGS (cONTINUED)

31

As at 31 December 2021 and 2020, the Group's bank
borrowings were supported by the corporate guarantees given by
a wholly-owned subsidiary of the Company, Xiangyu PRC (defined
in Note 43) and the Company. The Group's bank borrowings
to the extent of approximately RMB185,900,000 (2020:
RMB192,500,000) were secured by certain assetfs of the Group
(see Note 38), a property owned by a company in which Mr. Liu
has beneficial inferest and personal guarantees provided by Mr.
Liv and Ms. Zhou, respectively (see Note 39(ii)).

DA

TEARRIERER AR

—GE+-f=t+—RILER

30.8B1TEE @)

RZTEZEFRZFE-Z_—F+ZA=+—8"
AEBEBZRITEBEEDIHARAZEWEB QA
HFEFPHR(EERWMFEL3) RARARREHZA
AERIB AKBZBITEEEFR - HA
RE® 1859000000t (T _FF : AR¥
192,500,000m) IRl BAAEBZETEE
(R3S A RBICAERE Bz 2 ARIFTHE
BMEEERRE  YHRBACERAZTREZR®
ABRZ I (RHEE39(H) °

OTHER BORROWINGS 31.HMEE
2021 2020
—EB-—F —ECEF
Notes RMB’000 RMB'000
Kzt AR®TR ARETFT
Other borrowings: Hihfg & :
Secured other borrowing from Financing SR E NGNS ol < Eii
Company HifEE (i) 176,421 112,526
Unsecured other borrowings B HMMEE (ii) 81,915 76,927
258,336 189,453
The above borrowings are repayable FiiEEER T EREE
Within one year —FR 47,574 78,943
Within a period of more than one year ZR—FETEBBMF 2 HAHE
but not exceeding two years 129,217 110,510
Within a period of more than two years ZRMFENEBEF 2 HHE
but not exceeding five years 81,545 =
258,336 189,453

Notes:

Kt -

(i) Secured other borrowing funded by the Financing Company (i)

It represents payable to the Financing Company for construction

HREQARRHZEEMEMESR

MiEEREEMAEREXNRERRZHE

of the Vessel and the Equipment amounting to approximately
RMB176,420,000 (2020: RMB112,526,000), respectively.
Please refer to Note 23(iv) for details.

TRARARE176,420,000(Z B8 F :
AR¥112,526,0007T) - BEAFHBEFL2HM T
23[iv) °
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31. OTHER BORROWINGS (CONTINUED)

Notes: (Continued)
(i) Unsecured other borrowings

All of the Group's unsecured other borrowings are unsecured,
without fixed repayment term and were borrowed from independent
third parties.

Out of which, unsecured other borrowings amounted to
approximately RMB27,392,000 (2020: RMB21,742,000) carried
fixed interest rates ranged at 12% per annum (2020: 10% to 12%)
and the effective interest rate was 10.98% (2020: 10.09%). The
remaining other borrowings of the Group are inferestfree.

On 31 December 2021, certain counterparties agreed not to
demand repayment before January 2023 (2020: January 2022 and
accordingly, an amount of approximately RMB79,927,000 (2020:
RMB24,277,000) due to these parties are classified as non-current.

32. BONDS PAYABLE

The Company issued unsecured convertible bonds (the “Bonds”) to
CITIC at a total nominal value of HK$243,000,000 (equivalent
to RMB191,970,000) on 8 November 2013, carrying an interest
rate of 3% per annum with the maturity date of 7 November 2016
(the “Original Maturity Date”). The Bondholder, being CITIC, had
an option to either convert the Bonds into the Company’s ordinary
shares at a conversion price of HK$2.7 per share, subject to anti-
dilutive odiusfmems, at any time after six months from the date
of issue and up to the Original Maturity Date, or to require the
Company to redeem them at 133.792% of the nominal value of
the Bonds, which amounted to HK$325,115,000 (equivalent to
approximately RMB290,818,000 based on spot exchange rate
on 7 November 2016) (the "Original Redemption Amount”), upon
maturity. The Company had no right fo early redeem the Bonds.

31.5ifE &

Hiat - (%)
(i)  WERZHEMEER

AEBEZAEEEREMEEYREER TR
BEEERBEREBULE=F -

Bh o ARME27,392,000(ZBE-FF : A
R#21,742,0007T) 2 10 E b 5 B DL E T F
MERI2%U(ZE-FF : 10%212%) 58 BE
FIEAA10.98%( = =_F4F : 10.09%) ° it
LN REBZ EEEHTE -

RZE_—F+_A=+—H BFHFHRA
ER_ZT_=F—AMTEERER(ZZT=Z
F:ZE2ZZF—-RA) Al BIZEALZ
REHARKE79,027 000T(ZE-TF : AR
’%24 277,000 EDEAIERE -

32.BE&E%

RARRABR-—_ZT—=ZF+—ANBRECITICZ
97 48 T 18 243,000,000 7 7T ( Z % A R &
91,970,000t ) W EE I\ A R E S ([ &
%1 MBEASE3% R_ZT—X E+—AtH
(TREEB DR - EFFEABICITIC) AR
BTBEWEANELEREE B AT AERRIZEN
HipESR2 7B (AT HEERREBEAZ) B
EHEABRARRN LB - KREIE% Bk
ANRAEEEMEN133.792% » B1325,115,000
BLTBRE_ZT—A"F+— At BRI HE XA
ERHARKE290,818,000T)([RES HER
&% o RARERIERERZEES -
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32. BONDS PAYABLE (cONTINUED)

At the time when the Bonds were issued, the Bonds were analysed
by the management of the Group fo contain two components,
the host debt component and the conversion option. The Bonds
are denominated in HK$, which is a currency other than the
Company's functional currency. Therefore, the conversion option
in the Bonds does not result in an exchange of a fixed number of
the Company’s own equity instruments for a fixed amount of cash,
denominated in HK$. Accordingly, the conversion option was
accounted for separately as a derivative liability, which was not
closely related to the host debt component. The fair values of the
debt component and the derivative component were defermined
at the date of issue. Subsequent fo initial recognition, the debt
component was carried at amortised cost while the derivative
component was measured af fair value, with changes in fair value
recognised in profit or loss. The effective inferest rate of the debt

component was 16.9%.

The Group had not paid the Original Redemption Amount and
the last interest payment on the Original Maturity Date to CITIC.
During the year ended 31 December 2016, the Group and CITIC
enfered into a framework agreement on 14 November 2016 [as
amended by supplemental framework agreements, collectively the
"Framework Agreement”) and a standstill and amended agreement
and supplemental deed to the original deed poll regarding the
Bonds (the “Amendment Agreement”’) on 15 December 2016,
pursuant to which CITIC agreed to a) extend the maturity from
the Original Maturity Date to 14 March 2017 and b) reduce the
principal amount of Original Redemption Amount to approximately
HK$275,415,000 (equivalent to RMB246,381,000) based on
spot exchange rate on 31 December 20106, subject to certain

conditions as sfated in the Amendment Agreement.

Furthermore, the conversion option under the Bonds was removed
under the Amendment Agreement. Accordingly, no embedded
derivative was recognised at 31 December 2016 and af the end

of subsequent accounting periods.

TEARRIERER AR

32.ENEF @)

ERTESE  AEBEEEOINES  HEE
TREMERD - TEHBY RBWAEE - JE5T)
WAETLEHE - MAETRANARNERRUINNE
¥Rt TREBBBEFZBEESARARE S
ZiESTRBRENETHEZEERS - Bt -
BMEEESRARIAITEARE  ERIEBH
DUBZEE - EHHORITET AR SHNA
FERBTHHERETE - IFXHRER - EF
DREERAGE - STET RS RIR 2 FER
B RAVENEPREBINERR - BBF0H
ERFER16.9% -

RERFHA  AEERHARAACITICXNREE &
RE—ZMNE -BE_ZE-—RF+A=+—
HIESEE  A&EER -_ZT—-R"F+—-A+HEA
HECITICRI L ER % (KW A ERBREER -
mEIERBE]) IR _FT-—X"E+_-H
THRACTICAIVAFBESFNEERERLLE
Eal e - WRRFEREMERE(EETH
#1) e Bt CITICRAEa) 2 H A i R 2 H
HERZZZ—+F=A+HMAB: Rb)RIR
BeARSEEN2754150008 T (RE-F
—RFETZA=ZT-HNHHEXHERARE
246,381,0007T) © HEXRIMERT Rl & T
iRt

BN EHOBRRECRBETBERER - A
B RoBE—AE+=A=+—ARBENEH
iR - A MmE A HT A T AMER -
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32. BONDS PAYABLE (cONTINUED)

On 21 March 2017, 5 June 2017, 21 September 2017,
23 January 2018 and 15 March 2019, the Company and
CITIC had entered info the second amendment agreement, the
third amendment agreement, the fourth amendment agreement,
the fifth amendment agreement and the sixth amendment
agreement. During 2019, the sixth amendment agreement was
in effective pursuant to which the maturity dafe of the Bonds was
extended to 20 December 2019 such that based on the latest
amendment agreement in effect, the Company needed to repay
the Bonds of approximately HK$319,483,000 [equivalent
to RMB268,045,000) together with the interest due by 20
December 2019 with inferest rate at an amended rate of 13% per

annum.

The Company had not repaid the abovementioned
amounts in full on 20 December 2019, at which date the
total amount outstanding, including the accrued interest
amounted to approximately HK$319,483,000 (equivalent to
RMB285,890,000). As at 31 December 2019, the total amount
outstanding, including the accrued interest rate at 13% per annum
amounted to approximately HK$320,503,000 (equivalent to
RMB2806,804,000).

Subsequently, during the years ended 31 December 2019 and
2020, the Group has settled approximately HK$10,398,000
(equivalent to RMBQ,030,000) to CITIC, the bond holder
of an unsecured convertible bonds (the “Bonds”) issued on 8
November 2013. On 3 December 2020, the Company and
CITIC had entered into the seventh amendment agreement, (the
"Seventh Amendment Agreement’) to extend the maturity date of
7 November 2016 to 31 March 2021. Pursuant to the Seventh
Amendment Agreement, it has been agreed that, a) the principal
amount of the Bonds shall be amended to HK$319,483,000
[equivalent to RMB268,045,000); b) the redemption amount of
the Bonds shall be amended to HK$352,447,000 (equivalent
to RMB295,702,000) including the interest accrued at 8%
per annum; and c) if the Company repays CITIC an amount of
HK$98,359,000 on or before 31 March 2021, the Company
shall be deemed to have repaid the Bonds in full. The Company
has repaid HK$98,359,000 to CITIC on 30 March 2021 in
pursuant with the above ferms set ouf in the Seventh Amendment
Agreement, such bonds payable have been fully seffled and gain
on waived bonds payable, which was the unseftled carrying
amount upon of HK$98,359,000, was recognised in profit or
loss.

32.ENESF @)

R—_ZFE—tF=A=+—H ZF—tF~A
AH-ZE—tFNAARA=Z+—8B - ZZE—N\F
—AZ+=ZBER=ZZE—NF=ZA+HAB ' AR
RIECITICO BT E s Hh&E - F=0
BalHhiE - ENDERHE  FRMOB &
FENBDETHZE R_ZT—NLF  FRMHE
RAIEmAES - Bt EF I HPHEHEREZT
—NF+ZA=+H WREBEEINEIETH
AR REEAR -_ZET—hhE+-_A=-+H
BREH#4319,483,0008 T(HERARK
268,045,00070) AR B HAF B - F B4R E&(EF]
FERNEI3%HE o

RARAER-_ZE—NE+_A=-+BEHE
BELFIE RZEBOAEENESR(BEE
HFB)KA319,483,0008 T (HHERARK
285,890,0007T) e R—E—HE+-A=+—
H: AEBESE(BREAENRI3%FTEZE
A E) K A320,503,0008 T (HHERARK
286,804,0007T) °

Hie BE_ET-NLEFRZZE=-ZFF+=A
—t+—BLEEFEE AEBEMRCITICHEEY
10,398,000 T (#H & N AR ¥ 9,030,000
L) cCITICAXEER -_ZE—=F+—A/\H
BOZERRUBRKRESR([BEF2EFES
A RZE-_ZTF+-_F=H "  ARARHCITIC
ANEEmETTBE(ELGEITRE]) « #
HHBAE T —R"Ft+—AtHERZEZE-_T——
F=ZA=+—H  -RBEFLGBETHZE A2
RIBEREaEIEHFNASEE319,483,000
BT (HERAR®K268,0450007T) ¢ bjiEET
BEE®E352,447, 0008 L (HERARE
205,702,000 ) (B IEAFEF R 8%+ E 2 FEAT
B Re)MARTIN-—_BE-_—F=A=+—H
g Z BiACITICE®E 98,359,000 T+ BIAR A
BB RADRHEERZES - ARFERES L
METREME LGN T —F=A=+
HRECITICEE98,359,0008 T - ERAEMNES
ERBHLEE  MEMNESFEHE 2 M= (B0
$298,359,0008 Lk 2 A EREE) ERB&EF
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

32. BONDS PAYABLE (cONTINUED)

The arrangement in relation to (a) and (b) under the Seventh
Amendment Agreement as mentioned above resulted in a
substantial modification of terms of the Bonds, resuHing in an
extinguishment of the original Bonds and the recognition of new
Bonds, a modification gain of approximately RMB325,000 is
recognised in profit or loss for the year ended 31 December
2020.

Under the abovementioned agreements entered info by the
Company and CITIC, the Bonds are personally guaranteed by
Mr. Liu and his spouse Ms. Zhou Shuhua ("Ms. Zhou") who are
also the directors of the Company, and equity interests in certain
subsidiaries of the Company are pledged in favour of CITIC,
a dredger and an industrial premise and a residential property
owned by the Group included in property, plant and equipment
and investment properties with carrying value of approximately
RMB205,005,000 as at 31 December 2020 (2019:
RMB245,157,000). The Company has repaid to CITIC on 30
March 2021.

On 30 March 2021, the Company repaid HK$98,359,241
(equivalent to RMB83,145,000) to the Bondholder and such
payment is freated as the full and final setflement of the Bonds.
The total sum payable by the Company for the redemption of the
Bonds was funded by the proceeds from the Subscription (see Note
34(1)(i)). Subsequently, the entire bonds payables was fully setiled
and a gain on waived bonds payable of RMB207,977,000 was
credited to profit or loss for the year ended 31 December 2021.

Details of each of the agreements are set out in the announcements
of the Company dated 7 November 2016, 15 November
2016,16 November 2016, 16 December 2016, 22 March
2017, 5 June 2017, 22 September 2017, 1 December 2017,
23 January 2018, 15 March 2019, 3 December 2020 and 30
March 2021.

TEARRIERER AR

32.ENEF @)

EREELOEFTBET BB ) R(b)HLIEEH
BHRERERERNER - EMEBUERRESF K
BRHES ARAFERBE_ZT_TF+_H
=T -BIFEZEETHBHAREKE325000
TCHYE AT ek o

B LMARBECITICE L 2 WE  E5HE
EERERBARELZT(TAZL])(BERA
AAREER)RBZMEAER - ERFCITICH
KABATHBRRIRE - —HEZRMALRY
¥ BMEREEAREEDEBETHALEEE
EEREEAER-ZEZ-_ZEF+_A=+—HBHA
AR 205,005000(ZFE—LF: ARK
245157,000m) 2 —ETEEF R —EEFEY
HEHRT c ARAER-_E-—F=A=+HE
AFCITIC »

R-E-—F=ZR=+H AARMAEHFHF
BEABERNO8359241 BT (MHMERARE
83,145,0007T) * M&FBAWEFE 2BEERE
HFRRRE-FER - ARBRBERESZ BN
BEIARBERE(RME340)) 2 AEHAER
- Hi1& - 2HENEFCSEBIFE  mEN
BrEHezNEm ARE 207,977,000 2 &
HABEZZE_—F+A=T—RHLEFEZE

2o o

EEBENFEINAARAHAE-ZZ—XF
+—A+tH - ZE—XRFE+—A+HB =Z
—R"E+—A+XB - ZE—X"E+_A+X
H - ZZ2—+tF=A=-+=H - Z—+tF <A
AH - -ZE—ttFNA=Z+=ZH ZZ2—+tF
+=ZRA—H -ZE—NF—A=Z+=RAEK=%
—NWEFE=A+RH ZZE-_ZTFE+_-_F=HMNUZ
T —FZA=+HZRAE -
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For the year ended 31 December 2021 BEZ T - —F+-_A=+—HBItFE

32. BONDS PAYABLE (CONTINUED)

Based on the revised agreements, interest rate are as follows:

32.ENEF @

REBEETNENHE - FIRWT -

Interest rate

Period R per annum
FRI=H
From 22 June 2018 and up to 20 December 2019 —E-NEXNA-+=-BZE
“E-AF+ZRAZ+H 13%
From 21 December 2019 and up to 31 March 2021 —E-hF+=—A=t+—HZE
—f=A=+—H 8%

The above inferest shall accrue on a day to day basis and be
calculated on the basis of a 365-day calendar year on the

Reduced Redemption Amount/revised principal amount.

The Bonds recognised in the consolidated statement of financial

PRI ES EETASEONEEREE
FI65HZELEFHRG -

REEAUMBMRARPERR ZEFRATEF

position are calculated as follows: "
RMB’000
ARETFT
At 1 January 2020 RZE-_ZTF—H—H 286,804
Gain on modification of bonds payable R EFRET 2 RS (325)
Interest expense MERY 22,857
Setilement during the year FAER (3,000)
Exchange realignment bE 1 2 (18,854)
At 31 December 2020 A\—ZE-THE+-A=+—H 287,482
Interest expense MERY 5,179
Settlement during the year FARER (83,145
Gain on waived bonds payable EREFE#H R RS (207,977
Exchange realignment & H AR (1,539)

At 31 December 2021

R-ZT=-_—%+=-A=+—H -
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

33. DEFERRED TAX ASSETS/DEFERRED TAX 33

LIABILITIES

The following are the major deferred tax assets and deferred tax
liabilities recognised and movements thereon during the current

and prior years:

EEREEE BEEHEAR

WTFAEFERBEFENIBEEHEEER
EEREAE  URKED -

Fair value
adjustment of
property, plant Fair value
and equipment adjustment
on acquisition of investment
of subsidiaries properties Total
WK B QR
nE - BERRRE REME
AVERE AVERE @t
RMB'000 RMB'000 RMB'000
AREFT ARETT AREFT
At T January 2020 RZE-FTF—-A—H (9,414 (7,842) (17,256
[Charged)/credited fo profit or loss [Nofe 13) (408 ) /st AB2E(HaF13) 1,590 (11,594) (10,004
At 31 December 2020 RZZZZE+-A=1+—H [7,824) (19,436) (27,260)
Credited fo profit or loss (Nofe 13) STABR(HEIS) 1,515 9,097 11,512
At 31 December 2021 R-ZE-—F+-A=+—H 16,309 (9,439) (15,748)

At the end of the reporting period, the aggregate amount of
temporary differences associated with undistributed earnings
of subsidiaries for which deferred tax liabilities have not been
recognised was approximately RMB196,599,000 (2020:
RMB235,237,000). No liability has been recognised in respect
of these differences because the Group is in a position to control
the timing of the reversal of the temporary differences and it
is probable that such differences will not be reversed in the
foreseeable future.

At the end of the reporting period, the Group has unused tax loss of
approximately RMB220,946,000 (2020: RMB146,722,000),
no deferred tax asset has been recognised for the unused tax loss

due to unpredictability of future profit streams for both years.

RBEHR - BNABREEHBERENNE
RAMNADEBNEBANEREZRRBRNS
AR®196,599,000 L (ZE -2 F : AR¥
235,237,0007T) - AR AKBE AIERI G EE
HOBOER MBEHRATRERISROZE
ZR o AT ERZEEZRERAE -

RBEHRR  AEBENRPARBEBRN/A
R # 220,046,000t (ZZF -FF : AR%
146,722,0007T) - AR EXTRR M EF R R
Ao MR - B R B MR B R R R AT
BIREE °
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For the year ended 31 December 2021 BEZ T - —F+-_A=+—HBItFE

33. DEFERRED TAX ASSETS/DEFERRED TAX

LIABILITIES (cONTINUED)

At the end of the reporting period, the Group has unrecognised
deductible temporary differences of approximately
RMBT,109,347,000 (2020: RMB705,406,000), including
impairment loss provided for property, plant and equipment,
trade and other receivables and prepayments, contract assefs.
In the opinion of the Directors, such temporary differences are
not probable to be utilised in the foreseeable future taking info
account the fact that no sufficient taxable profits will be available.
Accordingly, no deferred tax asset has been recognised in relation
fo such deductible temporary difference as at 31 December 2021
and 2020.

An analysis of the expiry dates of the unused tax losses is as

follows:

BEEHREEE EEREAE

(%)

RBEHR > AEEBEARER ZABBETRHEE
BHAOARBE, 109,347,000 (ZFE=ZFF : A
R¥705,406,0007T) - ERBHERDE - BE
Nt - REURARSR ~ E At B URRIR K TR S AR IR A
RAERBEHRZBEBERE SEILER
MERVEN  EFRRLAERFUEZERATR
BETAAREERSDA - Bt R=F_FTFR
—E—H+-A=1t—RH  UERBRRR
ERMHZRERAREHAEE -

ABARBEBEIMASFTET

2021 2020
—¥=—F i
RMB’000 RMB'000
AREF T ARBTFTT

Within 1 to 4 years
Over 4th years M

—FENFR

121,134 81,022
99,812 65,700

220,946 146,722




194
Notes to the Consolidated

China Dredging Environment Protection Holdings Limited

TEARRIERER AR

Financial Statements (Continued)

R F T E Y R AT )

For the year ended 31 December 2021 # &

34. SHARE CAPITAL

—E - F+-_A=+—HItFE

34. A

Number of shares

BRGBEHE
RMB
At HK$0.2 At HK$0.1 equivalent
each each Amount amount
BREE BREE AR
0.2t 0.1 £ LRA%E
'000 '000 HK$'000 RMB'000
TR Fhr TELT ARETIT
Authorised EE
As at 1 January 2020 and RZZE-ZEF-A—HK
31 December 2020 “E-TF+-A=+—H - 10,000,000 10,000,000  N/A T@EH
Share Consolidation (note (1)(fiil(a) below] B&in& 6 ( Tt B s/ 1)fii)la)) 5,000,000  (10,000,000) - N/ATNEA
At 31 December 2021 RZZE-—&F+=-A=+—H 5,000,000 - 10,000,000 N/A @M
Issued and fully paid ERITREBR
Balance at 1 January 2020 RZZE-ZTF—F—Bz#&#% N/ATER 1,782,366 178,236 150,365
Placing of shares (note (2] below) BRERAD (T ALAEE(2)) N/A i@ 191,917 19,192 17,549
Balance at 31 December 2020 N-_E-_TFE+-_A=+—H
2 HEER N/A TNEH 1,074,283 197,428 167,914
Exercise of Share Options 1T RE AR 2
(Note 35 and note (1)(i] below) (BIaE35 % T fia(1)(i)) N/A TEH 17,000 1,700 1,420
Share Consolidation (note (1)ffiil(a) below] B&1n& 6 ( Tt B &/ 1)fii)la)) 995,642 (1,991,283) - -
Subscription of new consolidated Shares R E& #1 A HAk 15
(note (1)fii)(b) below) (BT 1)fii)lb)) 508,240 - 101,648 85,913
Balance at 31 December 2021 NZE-_—&#+=-A=+—8
o 1,503,882 - 300,776 255,259
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For the year ended 31 December 2021 BEZ T - —F+-_A=+—HBItFE

34. SHARE CAPITAL (cONTINUED)

The movements of the share capital of the Company are as
followings:

1. During the year ended 31 December
2021

() Exercise of Share Options
On 11 January 2021, 17,000,000 Share Option
holders exercised their options to subscribe for
17,000,000 new shares in the Company at the
exercise price of HK$0.1 (see Note 35). Subsequent
fo the new issue of the shares of the Company fo the
Share Option holders, the issued share capital of the
Company has 1,991,283,000 shares of HK$0.1

each in the share capital of the Company in issue.

These new shares rank pari passu in all respect with

the then existing shares of the Company.

34. A (@)

ARAZBRAEHMT :

1. E-FE-_—F+ZHA=1+-—

HIEFE
(i) TEBRE
W= —F— A8+ —H

17,000,000 BB 2 5B ATTE
HERRE - L0 1BTZTRE(RN
FE35)REAR A 17,000,000 8
Bty - ARBIABREREAEITH
Biptg - RABZBEETRAES -
F1,991,283,000i R EEO. 18
TTZRAD

ZEMBRDBEARRRERNNAAE
FHEERREMA
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For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

34. SHARE CAPITAL (CONTINUED) 34. R A (@)
1. During the year ended 31 December 1. 82-FT-_—F+=-A=1+—
2021 (Continved) A1k FE (#)
i) Share Consolidation and Subscription of (ii) BROEHRIABHEHRH

new consolidated shares

As described in the Company’s circular on 3 February

2021, the Company proposed: (a) the share

consolidation (the “Share Consolidation”) of the issued

and unissued share capital of the Company; and

(b) the subscription of new consolidated shares (the

"Subscription”) and defails of which are as followings

(a)

Share Consolidation

The proposed Share Consolidation was
on the basis that every two (2) issued and
unissued existing shares of HK$0.10 each be
consolidated into one (1) consolidated share
of HK$0.20 each in the share capital of the
Company (the “Consolidated Shares”).

The Share Consolidation was approved
by the shareholders of the Company at the
extroordinary general meeting held on 5 March
2021 and effective on @ March 2021. As
a result, the authorised share capital of the
Company became HK$1,000,000,000
divided into 5,000,000,000 shares of
HK$0.20 each, of which 995,641,500
Consolidated Shares were in issue. Up to 8
March 2021, the authorised share capital of
the Company is HK$1,000,000,000 divided
into 10,000,000,000 shares of HK$0.10
each, of which 1,991,283,000 shares have
been allotted and issued, and are fully paid or

credited as fully paid.

Upon the Share Consolidation becoming
effective, the Consolidated Shares shall rank
pari passu in all respects with each other, and
the Share Consolidation will not result in any

change in the relative rights of the shareholders.

BN AARBPAZE—F=_A=
BZ @A - RARER : (o)A HF
ARRBBEITRRBITRA(TRGE
B R(b)REHAHRG ([RES
H]) EEFBET -

(a) BRfDEBE
BERARRRAY  EZTW
(2 EREEO. 10 THE
ThARBTREROEHBE—
(1R FREEO. 20 LW A #
(T & R ]) B EE#T

Bt & Bf

EKRARARRERE-_Z = —
F=ZRERBITZHREEH
REeL#ERMDAH B
EHERZTEZ—F=ANAB
B e Bt ARBDEERA
% B 1,000,000,000 % 7T -
2 B 5,000,000,000 & & %
HEO0208 T2l - LB
BATE 995,641,500 k% &
Rt BE_ZT_—F=
BRNB » ARAEERAR
1,000,000,000 % 7t * 9 B
10,000,000,000 B & A m
BOI0OBETZRG  ZFMK
AR EIIEEHERAN
Rt TERERETE
1,091,283,000/% &7 °

B EHERE &0 GH
BHEMBFALZERSH
fi > MBRHEHBETSERRE
2 BBENB IR BT -
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For the year ended 31 December 2021 BEZ T - —F+-_A=+—HBItFE

34. SHARE CAPITAL (cONTINUED)

1. During the year ended 31 December
2021 (Continued)

(i) Share Consolidation and Subscription of
new consolidated shares (Continued)

(b)

Subscription of new consolidated shares
Mr. Liv, a substantial Shareholder, the
Chairman and an Executive Director of
the Company has conditionally agreed
to subscribe for and the Company has
conditionally agreed to allot and issue
508,240,000 new Consolidated Shares (the
"Subscription Share”) at the subscription price
of HK$0.20 per (the “Subscription Price”)
Subscription Share to Mr. Liu. The Subscription
Price was reference to the theoretical closing
price of HK$0.180 per Consolidated Share
based on the closing price of HK$0.090 per
existing share on the last trading day on 13
January 2021, being the last trading day of the
shares of the Company immediately prior to the
enfering into of the Subscription Agreement on
14 January 2021.

The Subscription Shares have a market value
of HK$91,483,200, and the aggregate
nominal value of the Subscription Shares is
HK$101,648,000 based on the par value of
the Consolidated Shares of HK$0.20. The net
proceeds of from the Subscription will be used
to fully redeem the Company’s Bonds (see Note
32) and the remaining balance of will be used

as general working capital of the Company.

The Share Consolidation was approved
by the shareholders of the Company at the
exfraordinary general meeting held on 5
March 2021. As a result, the Company
allotted and issued and Mr. Liu subscribed for
508,240,000 new Consolidated Shares at the
Subscription Price of HK$0.20 per each in the
Company on 30 March 2021.

The new issued shares shall rank pari passu in
all respects with each other in the share capital

of the Company.

34. A (@)

BEZ_ZE-_—F+=-B=+-—
A1k FE @)
(ii) ROSHERABHSHKRS

()

(b) REHEOHRM
AATNEERE - TREHT
EEZLECDEBRERER
B MAATCAKERER
K #1717 508,240,000 M #
AHBRATRERG]) 72
Sk RBEASRABRNG
0.20 7 ([REE]) - RBE
TREGRAHRG ZERK
TEO.I80BTEER - 5
W B T BRI A IR A R
BTSRRI -_E-—F—A
+=8)z KHE0.090% T 5
% MBEAXSAAEER-
T4 A+WATIRE
BEMADATARNDZ BRI
E] o

A B2 S REE A
0.20% 7% + Bt R 1 2
B /291,483,2007% 7T - i 4
E{ER101,648,000/ T °» R
B T 3 R R S R MR
B E AL R 2 (R
32) - BBABAEEARZ—
RETES -

KARRRERE-_T=—
AR ARTZRRENRS
FHERD A6 - Btk - R
T —F=A=+H " K27
BERERET MALEDR
AR NF508,240,000M % &
Bty - REERER0.2078
T o

RARARAS - FHETRND
BFWEMATEZ ARSI

fir -
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34. SHARE CAPITAL (coNTINUED)

1.

During the year ended 31 December
2021 (Continved)

(i) Share Consolidation and Subscription of
new consolidated shares (Continued)
(b)  Subscription of new consolidated shares
(Continued)
Further details of the above are set out in the
Company’s circular dated 3 February 2021
and the announcements dated 5 March 2021.

During the year ended 31 December
2020

Placing of New Shares

Pursuant to the Company’s announcement dated 7 April
2020, the Company entered info the subscription agreement
[the "2020 Subscription Agreement’] in relation fo the
1,917,000 subscription shares to 528 &(Yuan
Xiangbing, "Mr. Yuan, the “Subscriber’] at the subscription
price (the "2020 Subscription Price”) of HK$0.04 per

subscription share. The Subscriber has agreed to subscribe

issue of 19

the subscription shares pursuant to the 2020 Subscription
Agreement. The 2020 Subscription Price was determined
after arm'’s length negotiations between the Company and
the Subscriber with reference to the recent trading prices of
the Shares. The subscription shares were allotted and issued
under the general mandate granted to the Directors by the
shareholders af the annual general meeting of the Company

dated 29 May 2019

The net proceeds from the placing was approximately
HK$ 19,200,000 (equivalent to RMB17,500,000), part of
which was used to repay the Bonds (see Note 32) and the
remaining balance was used as general working capital of

the Company.

These new shares rank pari passu in all respect with the then

existing shares.

Details of the above are set out in the Company's
announcements dated 7 April 2020 and 24 April 2020.

TEARRIERER AR

34. %7 (@)
l.ﬁézg:—$+:HE+—

HiIEFE &
(ii) Hﬁﬁ’“ﬁ?&wﬂ%%ﬁ’“ﬁ?ﬂﬁﬁ
(#&)

(b) REHEHRM (&)

EEE— B F2HEAL

AEMA-ZE=-—4F=-_A=H
ZBHLARBRAE-_T-—F
=ARRAZAE -

2. i_?_ﬁﬂiﬂ— H 'I'_
BLEFE

B & ¥ B 4D

REARAAMA-FT-_FFMALAZ
D KRR IR $M§w_;_7¢
REWHHE]) - HBIEITI01,917,0001
RBBHTREARE(TREEIL R

Bl REE %tﬂmﬁ%ﬁxf 0.047% 7T
=t Ti- BE] RBICRER
B_ZT_TFR B%Téf’;mw?ﬁ% R e

T_FFR @ﬁfﬁfﬂ«!& AERET2ER

MERZKRRE  RFEHREE - KRR
RARBRE-_ZE-NFRAA-TNLBET
ZERBEAELHE -—REERTES
MEFCREZ BREREELZETRE
Btn -

&2 RIS FRIBFRRAI R 19,200,000 7T
(BHERAR®17,500,0007T) - 4 HH
EREENESF(RMTE32) - SREERAE
ARBlz—REEES -

% IR ) B B
BREMA -

REBRDRABETEZ

L?JE%IEZE?IEE%ZEAK"
ZENATRRE T
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ARMA-F=
TEMA=+mA
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35. SHARE-BASED PAYMENT TRANSACTION 5. AERZARRS
BEAPA-_Z——FRAA-+HANARAK
REMRHE - BIRERSEI([FE])EBIERFE
o BUFEEUREETREERATIELEOET
B T E B HRE - S8l B HERNETTFR
BEAY BR-_BE-_—FAA-t+=BEWm-

Pursuant fo the written resolution of the shareholders of the
Company dated 24 May 2011, the share option scheme
(the "Scheme”) was approved and adopted. The Scheme was
established for the purpose of providing incentives or rewards for
the contribution of Directors and eligible persons. The Scheme
will remain in force for a period of ten years from adoption of the
Scheme. The Scheme will expire on 23 May 2021.

ARETENBRERENEFHTEENZSHM

Movements of the share opfions outstanding and their weighted

average exercise prices are as follows: g
2021 2020
—E-—& e S =3
Weighted
average Weighted
exercise  Number of average
price per (L, -TEM exercise price Number of
Movements during the year FERZ2E share options per share share opfions
SR mE B
T EE BREHA FHTHE BiEZE
HK$ HK$
B BT
Exercisable at beginning of the year FERITE 0.1 17,000,000 N/A Ti#EfA =
Granted o N/A FER - 0.1 17,000,000
Exercised EETE 0.1 (17,000,000) N/A @M =
lopsed B N/A RER - N/ATNER -
N/A RER - 0.1 17,000,000

During the year ended 31 December 2020, 17,000,000 share BE-_ZTE-_TFE+-_A=1+—BILFE KX&H
options (the “Share Options”) were granted to employees of the R-ZEBE-ZEFE—-—A=-+HEH17,000,000%

Group on 20 January 2020, nil share option was granted fo the RRE([BERGRE IR FAEBRES @ T ERET

Directors. The fair value of the options determined at the date
of grant using the Binomial Valuation Model was approximately
HK$331,000 (equivalent to RMB292,000).

The Group has no legal or constructive obligation to repurchase or
seffle the options in cash.

MERETES - BREAFERBRLBHER
—HEAGEEXEEFTAH331,0008T(HE
NARBE292 0007T) °

AEEYEEARAHEREARCEQNEER
P HE
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35. SHARE-BASED PAYMENT TRANSACTION

(CONTINUED)

The fair values of options granted determined were as follow:

TEARRIERER AR

5. R EARZ @)

EEEZERHBREAFENAT :

20 January
2020
—ECIEH
—A=+AH
Option value [af grant date] BREEE(NELEBEE) HK$331,000
331,000 7T
Fair value per option (at grant date) BHEREATE(RELRE) HK$0.0195
0.0195% 7T

Significant inputs info the valuation model: HEEAHETZHAIER
Exercise price at grant date R HEITEE HK$0.1
O.1%&TT
Share price at grant date R AR RE HK$0.072
0.072%7T
Expected volatility (note below) TR BRI 0E (F i E R T X)) 108.690%
Riskfree interest rate HEER R X 1.8%
Life of options B B v = 11 1 year
14
Expected dividend yield TEHIR B R 0%
Valuation model applied PrAREERS Binomial
I/

Note: The expected volatility is measured at the standard deviation of the
expected share price return and is based on statistical analysis of
daily share prices over 2 years before the respective dates of grant.

Options may be exercised af any time from 20 January 2020
to 19 January 2021. The Group recognised a fofal expense of
approximately HK$33 1,000 (equivalent to RMB292,000) for
the year ended 31 December 2020 in relation to share options

granted by the Company.

During the year ended 31 December 2021, all the outstanding
Share Options were exercised fo subscribe for 17,000,000
ordinary shares at an option price of HK$0.1, receiving net
proceeds of HK$ 1,700,000 (equivalent to RMB1,420,000) and

details of which are set out in Note 34(1).

Hfet - EERE Y RIB R AR A A mENSARE
BV ET DT IRFE AR E R RO REZEAE -

BRETTEA S EF—AZtAEZS=—
F—A+tNAZENEEETFE HE=E_Z=-F
F+ZA=1+—RALFE  AEBBEARFRD
HBE AR E R R AR X 49331,0008 T (FEE R A
R#202,0007T) °

BE_Z_—F+_A=+—HLEE A
WAREITEZBRECSETE A0 TETZE
M&EREE17,000,000 Ei@mAX - RAEEF UL E
SPSRIEFHE 1,700,000 T (HHERARE
1,420,0007T) - BRAFIEEAMNHIFE34(1) »
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RETIREMENT BENEFIT PLANS

The employees of the Group's subsidiaries in the PRC are members
of a state-managed retirement benefit scheme operated by the
local government in the PRC. The Group is required fo contribute
a specified percentage of payroll cost to the refirement benefit
scheme to fund the benefits. The only obligation of the Group
with respect fo the scheme is fo make the specified contributions

according to the state rules.

The Group operates a Mandatory Provident Fund Scheme (the
"MPF Scheme”) under the Mandatory Provident Fund Schemes
Ordinance (Chapter 485 of the Laws of Hong Kong for employees
employed under the jurisdiction of the Hong Kong Employment
Ordinance. The MPF Scheme is a defined confribution refirement
scheme administered by independent trustees. Under the MPF
Scheme, the employer and its employees are each required
to make confributions to the scheme at 5% of the employees’
relevant income, subject to a cap of monthly relevant income of
HK$30,000 (2020: HK$30,000). Contributions to the scheme

vest immediately.

CAPITAL COMMITMENTS

36. R K& 5 &

AEETEMBEARNESRTEMMTBFEE
MBI ERRKNENAENKE - NEBEALH
TR E L OIFRKENE EIHK - BEH
RHED - AKEHZTENE -REIEREE
FOERIERFEMR -

BIEE B AN E485Z R I ATE ST EEH
REBAEEBERENETHREEZERIMER
Eertal([aEestal])) - aEesE#A—HEH
BIYETEATENRTERKENRSS - RIFETE
¢ 8 BEREESESAKESHBRAN
S%msaiES T #ER - B ANMERBKRALERA
30,0008 T(=ZT=Z4 : 30,000/87T) - 512l
HRBAERE -

37. &KL

Capital commitments contracted but not
provided for relating to the following: BI AR

— Acquisition of property, plant and equipment — WBEM % « BE M & &

— Investment in conducting capital financing - RE#ETERBME X

business

- R—HBERRZERE

— Investment in an associate

ERA T RHET QR M E A AR

2021 2020

—E-—F —ETF

Notes RMB’000 RMB’000
Mtst AR¥T R ARETT
(i) 73,593 81,012
(ii) 7,122 7,122
(iii) - 2,874

Notes:
(i) Acquisition of property, plant and equipment

The capital commitments represented the consfruction of a hotel in
Yancheng, the PRC and construction of Vessel and the Equipment.

it -
) EnE  BERR

AR 0B O 2 4 o B — OB DA R
B TR ©
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37. CAPITAL COMMITMENTS (CONTINUED)

Notes: (Continued)

(ii) Investment in conducting capital financing business

Pursuant to the investment agreement to sef up a subsidiary which
principally conducts capital finance business, the proposed
registered capital of US$20 million will be contributed in proportion
to the respective equity holdings of the Company and two other
investors of US$16 million, US$2 million and US$2 million
respectively. As at 31 December 2021 and 2020, capital of
US$14.9 million was injected by the Group whilst the other two
investors are still in progress in obtaining approval from regulators for

capital injectfion.

(iii) Investment in an associate

The Company agreed fo contribute capital funds of RMB3,025,000
fo Jiangsu Longxiang. As at 31 December 2021, the Company
contributed capital funds of RMB2,017,000 (2020: RMB150,000)

fo the company.

38. PLEDGE OF ASSETS

At the end of the reporting period, the following assets of the Group

were pledged to secure bank borrowings, bonds payable and

credit facilities granted to the Group during the year:

37.8 XEIE @)
Biat - (&)
i) BERTEAMELEH

BREBERITIBETEAREEL®
MBARZEEWRS:  2FFMER
20,000,000F L HAR R R BINWZ I
BEERSANBRESFIHE6,000,0003%
7T+ 2,000,000% T K 2,000,000 7T °
R ZEFR T _—F+A=+—
H  AREBECDEA14,900,000%7T MAB
IINRBEREEMERETERSEE DD
HEfE -

(iii) R—EBERRZEE

ARARBRIHRERTIEARY
3,025000L - BIE—ZZE=-_—%+_A
=t+—B ARASWEKRAADEL
2017000 (=22 FF : ARK
150,0007T) °

38. EE

RBER  AEBEBATEEERFART
AEEMRITEE  ENEHEREERENHK
bic

2021 2020
—EBE-—F —ETF
RMB’000 RMB’000
AR¥T R ARETTT

Dredgers included in property, plant and equipment
Properties included in property, plant and equipment

Investment properties

ZRMmGIAME - BE M&kiE) 322,710 481,111
MEGIAYE - BB R&E) 2,573 32,306

38,472 17,207

363,755 530,624




Annual Report 2021 —E-—FFERR 203
Notes to the Consolidated

Financial Statements (Continued)

e B R R M AR )

For the year ended 31 December 2021 BEZ T - —F+-_A=+—HBItFE

39. RELATED PARTY DISCLOSURES

Saved as disclosed in elsewhere in the consolidated financial

statements, during the year, the Group entered info the following

significant transactions with the related parties and had the

following outstanding balances with related parties at the end of

both years:

(i)

i)

Related party transactions

In addition, the Group received other advances from,
and made repayments to Mr. Liv during the years ended
31 December 2021 and 2020. As at 31 December
2021, the amount due fo Mr. liu was of approximately
RMB29,700,000 (2020: RMB40,900,000] as disclosed
in Note 28.

Pledge of assets and guarantees in
support of the Group’s borrowings

As at 31 December 2021 and 2020, other than pledge
of assets of the Group, the Group's bank borrowings and

bonds payable were also supported by:

la)  corporate guarantee given by Jiangsu Xiangyu Port

Construction Project Administration Company Limited*

(IEMFTARIEEEBR AR ("Xiangyu PRCY);

[b)  personal guarantees provided by Mr. Lliv and Ms.
Zhou; and

[c)  two properties owned by cerfain non-controlling
shareholders of the Company’s subsidiary.

In addition, bank borrowing of the Group of RMB1 million
[2020: RMB81 million) was supported by a property owned
by a company in which Mr. Liv and Ms. Zhou [see Note 30]
has beneficial interest.

I9.EELIKE

BREEMBHRREMEOMBEEEN R
REBEBEDITLATEARS » ARZMWE
FERGEA AT ARSI BEE D Z R

(i) BERFXRZ

N BEZTZ—FRZFZFF+ =
A=+ BLMEFE  ASEEEKRE
Bl 7 HEMBRBECERTRIELEE - B
—E-—F+-A=+—8 - BB i4E
HELHAEARK20700,000t(ZE-F
£ ARM40,900,0007T) * #HRE M
28 °

(i) AXFAEEEEFHNEE
BERRER

R_E-_—FR T _ZTF+_A=+—
B BAEBCDEBEEENIN  AEER
TEEREMNESNEH TIEESE

(o) ITHAFEZIREERERAAUH
FHEDELHRRFER

(b) BEERBARLEHEMEALER: &

(c) ARBMBRRETHERBEES
HRIEY) % -

o - AEBARKO1,000,000TTHIERTT
EE(ZT-ZF : AR#¥81,000,0007T)
TRBEERBALIHAEELEREN AR
PrEEB M E(RMEES0)H -
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39. RELATED PARTY DISCLOSURES (coNTINUED)

40

(iii) Pledge of assets and guarantees in
support of the Group’s construction of
Vessel and Equipment

As at 31 December 2021, other than pledging a vessel
of the Group, the Group's construction of a vessel and
equipment was also supported by personal guarantees
provided by Mr. Liv and Ms. Zhou.

(iv) Related party balances

Details of the balances due to Directors are set out in Note
28 to the consolidated financial statements.
(v) Compensation of key management
personnel

The emoluments of Directors who are also identified as
members of key management of the Group during the
reporting period are set ouf in Note 14 to the consolidated

financial statements.
CAPITAL RISK MANAGEMENT

The Group manages its capital fo ensure that the group companies
will be able to confinue as a going concern while maximising the
return fo shareholders through the optimisation of the debt and
equity balances. Having considered the factors and circumstance
set out in Note 2 to the consolidated financial statements, the
Direcfors are satisfied that the Group will have sufficient liquidity
fo meet its cash flows requirements for next twelve months from the
end of the reporting period.

The capital structure of the Group consists of amounts due
to directors of the Company, amounts due to non-controlling
shareholders of a subsidiary, bank borrowings, other borrowings,
bonds payable and lease liabilities as disclosed in respective notes
fo the consolidated financial statements respectively and equity
affributable to shareholders of the Company, comprising paid up

capital/share capital and reserves.

The Directors review the capital structure regularly. As part of this
review, the Directors consider the cost and the risks associated
with each class of the capital. Based on the recommendations of
the Direcfors, the Group will balance its overall capital structure
through the payment of dividends, new share issues as well as the

issue of new debt or the redemption of existing debt.

TEARRIERER AR

9.BEFIKE @)

(i) X FAEEZERMRRE
FHNEERARER

RZE-_—F+-A=+—H BEEKX
EE MM AREBEZE—EEMK
REZ IR ERSENAZ TRENE
ABRZIHE -

(iv) BB TS & &R
N EF s HERNE A RRN
528 -

(v)] TEEEANBE ZRM

ERZIRAEETEEREXNENEER
WE PR FT MR G M EMARME 4

40. EXE R EE

AEBEEEHERAZ A B EREEETHRF
BURERLE  ANBEBLCEBEESERS
BRERZFAEDE - 8ERBHIINERE P HREK
ME2ONRZERER  EFEMLAKESHEER
RORBESARNEAREPREFTRK =
BEAMREREFTE °

AEENERNGEBELRREAMBHRRSMES
BRENENAAREEFEA BN —REHERAF
FEBABRKE  RITEHE - HEE - BAE
FRMEAE  URARFBRREEELZ B
BEHER/BARERE

EEZTHEHNERLERE - EREHN %2 - &
EEREHEAZKARMENRR - RIZE
ENEE AKREBBEBXMNERE - BITHRN
RETHEXBERTEBFTERNEENEBREE
AEER -
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41. FINANCIAL INSTRUMENTS Al.£RT A

(a)

(b)

Categories of financial instruments (a) €@t T B3E 5

2021 2020
—E-—fF —E-TF
RMB’000 RMB’000
AR¥T R ARETT

Financial assets ERMEE

Financial assets at amortised cost HEHER AT ENEREE 569,356 600,215
Financial liabilities EREE

Amortised cost b RS N 940,323 1,184,843
Lease liabilities HEBE 1,844 2,460
Financial risk management objectives (b) HEERERERERBE

and policies

The Group’s major financial instruments include frade and AEENTEZCRITIABREREEREE
other receivables, contract assets, bank balances and cash, MEWHIE ARNEE  RITEHEE
trade and other payables, amounts due to directors of the © - BNERRREMENKIE  BHARRQ
Company, amounts due to non-controlling shareholders of BIEFHIE - BN KB AR IEZERK
a subsidiary, bank borrowings, other borrowings, bonds RIE - RITIEE - HMEE  ENES
payable and lease liabilities. Details of these financial URHEEBE ZEeRIANFBERS
instruments are disclosed in the respective notes. The risks RN EPHRE  ZZEeRIAESN
associated with these financial instruments include market, REaEms  EERRBESRR - &
credit and liquidity risks. The policy on how to mitigate BUAREZSRBROBESEN T - &
these risks is set out below. The management manages and BEEENERZEAR  UBRERK
monitors these exposures to ensure appropriate measures are REBEBUIREGEE i

implemented on a timely and effective manner.
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41. FINANCIAL INSTRUMENTS (cONTINUED)

(b) Financial risk management objectives
and policies (Continued)

Market risk
(i)  Currency risk

The Group has foreign currency fransactions, which
expose the Group to foreign currency risk. The
Company will consider the use of foreign currency
forward contracts to mitigate the risk when the need

arise.

At the end of the reporting period, the carrying
amounts of foreign currency denominated monefary
assets and liabilities that are considered significant by

the management are as follows:

us$ Y
HK$ BT

A1 €I Am

(b) ¥ EKREE B EZRBEm@m)

™ 5 & k2

(i) ERER
HRAEEBETINER S AKX
ZONERE o RARKREFEERE
BERSMNERRA KR EERR

RBEMR - BEEERSBEANAN
SNEFENEREERAGBREAEN

N

_|

Assets Liabilities
EE 8
2021 2020 2021 2020

=l T 7 Al —T-TF

RMB’000 RMB’000 RMB’000 RMB'000
ARSTT IR ARETT N

—_——

13 13 - =
370 785 3,117 294,073

The following table details the Group's sensitivity
to a 5% (2020: 5%) increase and decrease in the
functional currency of the relevant group entities
against the relevant foreign currencies and all
other variable were held constant. 5% (2020:
5%) represents management’s assessment of the
reasonably possible change in foreign exchange
rates. The sensitivity analysis includes only outstanding
foreign currency denominated monetary items and
adjusts their translation at the end of the year for a
5% change in foreign currency rates. On this basis,
there will be a decrease in postfax loss or an increase
in postax profit where the functional currency of the
relevant group entities weaken against US$ by 5% or
strengthen against HK$ by 5%, and vice versa.

TREAMAEMRAEMA]E#EEERFT
ENERLT  EEHESEERNIIEE
ERAEEINEZER EA R TRES%
(ZBZ2F : 5%)K  AEBEZHR
B o5%(—E_FF  5%)REREE
FROMNESTE K1) & 32 7] B B 4 H AT (i
BRETHHE FREITREEIN
SNEFHEMRENERER IREF
RILESBZINEERBHFRELLE -
EEREET  EEHKEERNY
REERA R T ZERTRSUSALET
ZEREFS%  BIEEER D HH
A AAGIEIN - RZ IR
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41. FINANCIAL INSTRUMENTS (cONTINUED)

(b) Financial risk management obijectives
and policies (Continued)

Market risk (Continued)

(i)

(ii)

Currency risk (Confinued)
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411. €/ T B
(b) R EEEZRBE @)

™5 b (&)

(i)

B ERE (&)

Decrease in post-tax profit

Bt 14 2 R R

2021 2020
—¥=—F it ks
RMB’000 RMB'000
AREF T ARBTFTT

us$
HK$

Ev

BT

(103) (10,998)

In the opinion of the Directors, the sensitivity analysis
above is unrepresentative of the inherent currency risk
as the year end exposure does not reflect the exposure
during the year.

Interest rate risk

The Group is mainly exposed to cash flow interest
rate risk in relation fo variable-rate bank balances for
the year ended 31 December 2021 and 2020 and
a variable-rate bank borrowing carrying prevailing
interest rates at LPR (see Note 30) for the year ended
31 December 2021 and 2020. In addition, the
Group was also exposed fo fair value interest rate
risk in relation to fixed-rate bank borrowings, other
borrowings, bonds payable, lease liabilities, amounts
due to non-confrolling shareholders of a subsidiary,
certain trade receivables and pledged bank deposits
as at 31 December 2021 and 2020.

The Group currently does not have an interest rate
hedging policy. However, the management monifors
interest rate exposure and will consider hedging
significant interest rate exposure should the need

arise.

In the opinion of the Direcfors, the reasonably possible
change in interest rates for bank balances and the
variable-rate bank borrowing is insignificant. No
sensitivity analysis is presented.

(ii)

EEZR/LRABREDTATERE
BEE®.RR - REZFRERILD
fERREFERR o

F 2= [ bz

AEFBFERZHEBE_T_FTFR
—E-—F+-A=+—HLFEH
WEB R ERF B ZRITEHURE
EZTTERZF—F+=A
=t+—HALEFEMNERBRTEH
MENRZEFTERMNEF B ZRITE
BE(RWE30)HE RS REFER
G oo N RZBEZZFR-ZF=—
F+-A=+—H AEEFARTH
LEEMEGFEZIRITEE - EfbfE
B -EMNES HEARE BH—ME
M RIFEIERBRREZE - 5 TEK
AR ERRITEREEHNQF
EFE@ g -

AREBREILEFNREHBEK - R
- EEEERMNEAR  YHRNE
ERERETERNXER -

E=ZRA  RITEBRAFB R KRG
BRZBAEREZMEAEHRNEE
BEIK  HUBREGREII
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41. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management obijectives

and policies (Continued)

Credit risk and impairment assessment

Credit risk refers to the risk that the Group's counterparties
default on their contractual obligations resulting in financial
losses to the Group. The Group's credit risk is primarily
attributable to trade receivables and contract assets.
Management has a credit policy in place and the exposure
to credit risk is monitored on an ongoing basis. Credit
evaluations are performed on all customers requiring credit
over a cerfain amount. In view of the history of business
dealings with the customers and the collection history of the
receivables due from them, management believes that there
is no material credit risk inherent in the Group's outstanding
receivable balance due from these customers. Management
makes periodic assessment on the recoverability of the trade
receivables and confract assefs based on historical payment
records, the length of the overdue period, the financial
strength of the debtors and whether there is any dispute with
the debtors. In addition, the Group performs impairment
assessment under ECL model upon application of HKFRS
9 (2020: incurred loss model) on trade receivables and
confract assets individually or based on provision matrix.

In this regard, the management considers that the Group's

credit risk is significantly reduced.

The Group's concenfration of credit risk by geographical
locations is mainly in PRC, which accounted for 100% (31
December 2020: 100%) of the total trade receivables and

contract assets as at 31 December 2021.

The Group has concentration of credit risk as 11% (31
December 2020: 11%) and 37% (31 December 2020:
38%) of the total frade receivables was due from the Group's

largest customer and the five largest customers respectively.

The largest customer is categorised as a creditimpaired

customer, and the remaining four customers of the five largest

customers are categorised as doubtful customers.

A1 €I Am
(b) AR EE B ZRBE @

= BBk KR E R
FERREAKENEFHEERTEA
MECHMEHAKEEBEMEERNR
% o ARBEEERREERB RKERN
REHWEE BEHEFNEEERR A€
SEEREERR - FERBHEEBER
EeHENEPYARRERENMG -  ENB
FEZEFFEPETEFERNERIARE
WZEEPRAENKARLE  EEERR
RS B R W ) B M % B R P SR A
AELYEBREERR BEEBRER
BANBENRLE  BAHKBE  MBEE
WRZECHRAKREHREMULD - EH
AR AN EENAIREME o 1t
S AEBERABRM B RE LN EORL
EREREEBRRA(—Z_ZF : BE
EBREL)  REREEXERBEBERE
HEKERRANEELETRERNG - 3
Hms  ERERR/AEENEERRE
RIEFEE ©

R-BE-—F+-_F=+—0 A&EHK
wEESNEERBREZERRFAE - 14
BRERRAENEELBENIOOU(ZEZ
TF+=ZA=+—08:100%) °

HRERERBEN I _SF+=
R=+—HB 1% KR37%( B _FF+=
A=+—H:38%) 28l REBAEEHKKH
BEEFRAREF  MAKEAREDMEE
ERR -

EAEFEEREAREAEES Ma
KEFREBOEESHEEREATS
BF -
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41. FINANCIAL INSTRUMENTS (cONTINUED)

(b) Financial risk management obijectives

and policies (Continued)

Credit risk and impairment assessment
(Continued)

Included in trade receivables as at 31 December 2021 was
a gross carrying amount of approximately RMB42,803,000
(31 December 2020: RMB42,803,000) due from a
customer of which the related dredging project has been
suspended since January 2014 due to change in use
of relevant reclaimed areas by the Government. The
customer has signed an agreement with the Group fo repay
RMB40,000,000 before 31 December 2016 but failed
to fulfil the payment. During the year ended 31 December
2020, RMB6,000,000 was received for the customer
during the year. During the year ended 31 December
2021, the Company did not received any repayment from
the customer during the year. As af 31 December 2021,
the accumulative allowance of credit losses amounted to
RMB42,803,000 (2020: RMB42,803,000). During the
year ended 31 December 2020, a reversal of impairment
loss of RMB6,000,000 which was credited to profit or loss
for the year (2021 nil).

411. €/ T B
(b) R EEEZRBE @)

EERKREBEREME @

HE-ZZ-—F+-A=+—80 " EKE
REEHE T —NOF-ARYEZREZ
BERKEEERP 2 RBEREEBEHA
R#42,803 000 (=ZZE=_ZEF+=A
=+—H: AR#42,803,0007C) ° %
HESETHRBRNEERERSRENA
® o oBPEHEASEETHZ T8RN
TE-RNF+ A=+ —HEEBARE
40,000,0007t ' HEARBREITHZE - HEZ
E_TFF+ A=+ —HIEFE A7
BEFEB ARY6,000,0005T - BEZ
E-—F+-_A=+—HBLEFE  A27A
TEARFESEMER RZTE=Z—F
TZA=+—0 EEEBBZRFAEER
ARA2 803,000t(ZTE=FF : AR
42 803,0007m) c BHE-ZE-_TF+=
A=+—HLEFE BREBEEROARE
6,000,000 (ZE=-—F : )P E A
FRERP



210 China Dredging Environment Protection Holdings Limited FEFRRRIERAR AT
Notes to the Consolidated
Financial Statements (Continued)

R F T E Y R AT )

For the year ended 31 December 2021 H#E T -—F+-_A=+—HILtFE

41. FINANCIAL INSTRUMENTS (CONTINUED) 411. €/ T B @)

(b) Financial risk management objectives (b) AR EE B ZERBE @
and policies (Continued)
Credit risk and impairment assessment = E R b &M E 714 (@)
(Continued)
The Group's internal credit risk grading assessment AEBNASEERRTRBIEATER

comprises the following categories:

Trade receivables/

Internal credit rating Description contract assets

RS E TR B YRR, AHEE

Low risk The counterparty has a low risk of default and does not  Lifetime ECL — not creditimpaired
have any pastdue amounts

{iVER HFFENONRBERE - B & E s EHRIE RS EEEE -

RBEEEERE

Waich list Debtor frequently repays after due dates but usually Lifetime ECL - not creditimpaired
seffle after due date

7p=d BEHRALTFTEINHBERTER EHITEMEEBE -
BEREEESMARES AEEFEERE

Doubtful There have been significant increases in credit risk since Lifetime ECL — nof creditimpaired

inifial recognition through information developed

infernally or external resources

AJ &t RIBEA B E BN ERBE THEHREEHE -
EER K B 78 iR AR AIEE N NEEEERE
Loss There is evidence indicating the asset is Lifetime ECL — creditimpaired
creditimpaired
R ERBRETEAECREEERE HEMEEREEREREE
A
Wirite-off There is evidence indicating that the debtor is in severe  Amount is written off

financial difficulty and the Group has no realistic
prospect of recovery

H8H EEBETNEBALREAMBRE - 88 ROR
BAEBE Y ERREEWE KA
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(b) Financial risk management obijectives
and policies (Continued)
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Credit risk and impairment assessment

(Continued)

The following table provides information about the Group's

exposure fo credit risk and ECls for trade receivables:

Expected
2021 —E-—-F loss rate
AHERE
Types of customers XEER 9
%

Credit impaired customers EEREEZS

Past due for more than 180 days

BHEB180K

411. €/ T B
(b) R EEEZRBE @)

fes 25 L B R R ML T4 (80

TREIAEE G EUEFAZNEER
B R ARBEREEBRNARER

Gross [

carrying
amount

Loss
allowance
EERE
RMB’000
AR¥T R

carrying
amount
SREE A
RMB’000
ARMET T

REEAR
RMB’000
ARETR

but less than 365 days BARE365K N/ATER - - -
Past due for more than 1 year BEEAF N/ATER - - -
Past due for more than 2 years BERIE2F 46.04% 32,241 14,845 17,396
Past due for more than 3 years BEEEIF 85.88% 808,479 694,322 114,157
840,720 709,167 131,553
Doubtful customers ARER
Neither past due nor impaired BREHTARE N/ATEA - - -
Past due for less than 30 days BHARIZ0K N/ATER - - -
Past due for more than 30 days BHEB30R
but less than 90 days BAREQ0X N/ATEA - - -
Past due for more than 90 days BEIEBIOR
but less than 180 days BARE180K 2.52% 3,927 99 3,828
Past due for more than 180 days BHEEI80KR
but less than 365 days BREH365K 4.92% 11,922 587 11,335
Past due for more than 1 year BHEEF 19.84% 2,223 441 1,782
Past due for more than 2 year BERRIB2F 38.92% 57,533 22,391 35,142
Past due for more than 3 year BEBBIE 81.30% 505,520 411,012 94,508
581,125 434,530 146,595
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41. FINANCIAL INSTRUMENTS (CONTINUED) Al. €@ T A
(b) Financial risk management objectives (b) AR EE B ZERBE @
and policies (Continued)
Credit risk and impairment assessment 1= & 3 B 3R (B 7T 1l ()
(Continued)
Gross Net
Expected carrying Loss carrying
2021 —E-—fF loss rate amount  allowance amount
AHERE REESEHE BERE KREEAR
Types of customers EFRER % RMB’000 RMB’000 RMB’000
% AR¥TRT AR¥Tr AR¥Txn
Watch list customers BFrEF
Neither past due nor impaired AR BN ARRE 0.19% 33,909 66 33,843
Past due for less than 30 days BMEATR 30K 0.19% 45,453 88 45,365
Past due for more than 30 days BHEBI0OR
but less than 90 days BAE0K 0.25% 28,558 72 28,486
Past due for more than 90 days BHBBOOR
but less than 180 days BAE180K 0.27% 18,747 50 18,697
Past due for more than 180 days BEAERB180K
but less than 365 days BAREIZ65K 0.36% 16,138 58 16,080
Past due for more than 1 year wmEEEF 22.49% 68,208 15,340 52,868

211,013 15,674 195,339
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41. FINANCIAL INSTRUMENTS (CONTINUED Al.€® T A
(b) Financial risk management objectives (b) AR EEBZERBE @
and policies (Continued)
Credit risk and impairment assessment 1= & 3 B 3R {8 7T 1l ()
(Continued)
The following table provides information about the Group's TREIMN -_ZF-_—F+-_A=+—HK
exposure fo credif risk and ECLs for confract assets as af 31 SEREANEEARNEERRLEME

December 2021:

2021

HEEEBEBEMNERER

Gross Net
Expected carrying Loss carrying
—E-—fF loss rate amount  allowance amount

RUERE RHEAS BRER KREESE
% RMB’000 RMB’000 RMB’000
% ARETT AR¥TR AR®TxR

Doubiful customers
Neither past due nor impaired

REES
BRBHTARRE 1.79% 9,231 165 9,066

Total

wat 1,632,858 1,159,371 473,487
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41. FINANCIAL INSTRUMENTS (CONTINUED) 411. €/ T B @)

(b) Financial risk management obijectives

and policies (Continued)

Credit risk and impairment assessment

(Continued)

The following table provides information about the Group's

exposure fo credit risk and ECls for trade receivables:

1= & 2 B2 K% 0l {8 &Y 14 ()

(b) ¥ EKREE B EZRBEm@m)

TREIAEE G EBEFAZNEER
B RhARBEREEBRENAREER

Gross Net
Expected carrying Loss carrying
2020 —E-TF loss rate amount allowance amount
HHEEEX HREHELSE BiEEE REELHE
Types of customers Sk il % RMB'000 RMB'000 RMB'000
% AREBETT ARBTI AR®TR
Credit impaired customers EEREEF
Past due for more than 180 days BEER180K
but less than 365 days BAREIZ65K 24.79% 5,598 1,387 4,211
Past due for more than 1 year BEBEF 66.94% 32,923 22,039 10,884
Past due for more than 2 years BEBE2F 71.15% 93,187 66,304 26,883
Past due for more than 3 years B HAFRBIE 03.24% 720,765 672,066 48,699
852,473 761,796 Q0,677
Doubtful customers Bl y=1
Neither past due nor impaired BERBE N ARRE 0.37% 6,034 22 6,012
Past due for less than 30 days BHTEIZ0K N/A i A = = =
Past due for more than 30 days BHER30X
but less than 90 days BAREIQ0K 0.79% 210 2 208
Past due for more than 90 days B EEBRO0X
but less than 180 days BARE180K 1.43% 3,566 51 3,515
Past due for more than 180 days BEAEEIR 180K
but less than 365 days BAREBI365K 2.73% 18,975 519 18,456
Past due for more than 1 year wARAF 8.64% 40,839 3,527 37,312
Past due for more than 2 year BHEIBB2F 23.87% 137,441 32,812 104,629
Past due for more than 3 year BEBIBIFE 83.38% 381,908 318,417 63,491
588,073 355,350 233,623
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41. FINANCIAL INSTRUMENTS (cONTINUED)

(b) Financial risk management obijectives

and policies (Continued)

Credit risk and impairment assessment

411. €/ T B
(b) B EREEEHZERBE @)

fes 25 L B R R ML T4 (80

—E+-A=+—AILER

(Continued)
Gross Net
Expected carrying Loss carrying
2020 —E-THF loss rate amount allowance amount
BHIBEX FHEEAER BiERE HREELS
Types of customers ZEER % RMB'000 RMB'000 RMB'000
% AREFTT ARBTT ARETR
Watch list customers 9=l
Neither past due nor impaired BT R @ E IR OR B 0.20% 47 308 Q4 47214
Past due for less than 30 days BERE 30K 0.20% 19,961 40 19,021
Past due for more than 30 days BHEB30K
but less than 90 days BAREIQ0K 0.29% 8,705 25 8,680
Past due for more than 90 days BHBIBOOK
but less than 180 days BARE180K 0.42% 7,158 30 7,128
Past due for more than 180 days BERERI180K
but less than 365 days BAREI365K 0.70% 33,839 237 33,602
Past due for more than 1 year BHARRE | F 24.76% 74,834 18,528 56,306
Total R 191,805 18,954 172,851

The following table provides information about the Group's

exposure fo credit risk and ECLs for contfract assets as af 31

December 2020:

TERHEIR-—_E-_TE+-_A=+—A0%K
HEEHEENBRER

Gross Net
Expected carrying Loss carrying
2020 —E-EF loss rate amount allowance amount
BHBEX RHEEAR BiERE HREELS
% RMB'000 RMB'000 RMB'000
% AREFTT ARBTT ARETR
Doubtful customers Th= =]
Neither past due nor impaired BT R B E I RRE 1.65% 25,466 419 25,047
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41. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management obijectives

and policies (Continued)

Credit risk and impairment assessment
(Continued)

For trade receivables and contract assets, the Group has
applied the simplified approach in HKFRS @ to measure
the loss allowance at lifetime ECL. Except for debtors with
significant outstanding balances or credit-impaired, the
Group determines the expected credit losses on these items

by using a provision mafrix.

In making the assessment on expected loss rates, the Group
considers both quantitative and qualitative information
that is reasonable and supportable, including historical
experience and forwardHooking information that is available
without undue cost or effort. Forward-looking information
considered includes the future prospects of the industries in
which the Group's debtors operate, obtained from economic
expert reports, financial analysts, governmental bodies,
relevant thinktanks and other similar organisations, as well
as consideration of various external sources of actual and
forecast economic information that relate to the Group's
core operations. The grouping is regularly reviewed by
management fo ensure relevant information about specific

debtors is updated.

Other receivables and prepayments

The Group measures the loss allowance equal to 12m ECL
for other receivables. For those balances expected to have
significant increase in credit risk since initial recognition,
the Group apply lifetime ECL based on aging for classes
with difference credit risk characteristics and exposures. As
at 31 December 2021, included in other receivables and
prepayments included counter parties who were in financial
difficulties and the management of the Group considers
the probability of default is significant for those balances.
For the remaining non trade nature balances, management
of the Group considers the probability of default by
assessing the counterparties’ financial background and
creditability and accordingly a total reversal of impairment
of approximately RMB30,515,000 (2020: impairment loss
of RMB30,955,000) was provided as at 31 December
20021,

TEARRIERER AR

A1 €I Am
(b) AR EE B ZRBE @

EERKREBEEME @

HHBURERREGNEE  AKBECER
ERMBHMESEEORANBET EFES
HEREEBRFEERERE -BAREE
SHEEHRICELEEERENBEB AN
AEBOEABRBEEEEEZSTRANE
HEEREAE -

EFERHEREE  AREEEEAHE
B BB FTERTLEN  BESE
FENETBENRALE A E R E
SERBEABEEER - MEROAELEE
HEERQEERRSE  MBIMED - BF
e RS EEREMBECAKERN
AEBEBAMBITENRRAR - LR
EAREEZOEFEBENERIFENLE
BERHBRINERIR - BETIERERRE
EHmE  NERETEBAZHEEER
TIB&FAER

HitEWRER AN RE
AEBFREMBEBUFIAAEZBRIRZ
BELZRET _BAAEREEBE - AR
BEHZEHREZEERR KRV 5 ERE
RIEEM - BAEERERETRERR
BEBRIEENERN ZRERA2HEH
EEEBE R-ZT-_—F+=ZA=+—
B HEtERRERENRERREEM
BRENHFT  AEEEEERRZT
HRENEOBES - LERFEZFHER
Bms  AREEEEEEFEHET AN
MBESREEETROSE At —
E_—F+ZA=+—HEHRERDL
BAHOARKE30,515,000 (=T =2F :
REEEBARKE30,955,0007T) °
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41. FINANCIAL INSTRUMENTS (CONTINUED) Al €@ T A
(b) Bt mE ke EE B R K BER (#)

(b) Financial risk management obijectives

and policies (Continued)

Credit risk and impairment assessment
(Continued)

Bank balances and cash

Credit risk on bank balances is limited because the
countferparties are reputable banks with high credit ratings
assigned by international credit agencies. The Group has no
other significant concentration of credit risk.

Summary
Movement in the loss allowance account in respect of frade
receivables, contract assets and other receivables in lifetime

ECL during the year is as follows:

fes 25 L B R R ML T4 (80

RITHEHRRAS
HREFTAEEREEFARBIRA
BEEFRAESEERFEENRIT &
RITEBNEERRAR - AEETEE
fERERHEEERR -

B

RNEE -