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Corporate Information
A TEHR

BOARD OF DIRECTORS
Executive Directors:

Mr. Liu Kaijin (Chief Executive Officer and Joint Chairman)
Ms. Zhou Shuhua

Non-Executive Director:

Mr. Liu Longhua (Joint Chairman)

Independent Non-Executive Directors:

Mr. Huan Xuedong
Mr. Chan Ming Sun Jonathan
Mr. Xu Hengju

AUDIT COMMITTEE

Mr. Chan Ming Sun Jonathan (Chairman)
Mr. Huan Xuedong
Mr. Xu Hengju

REMUNERATION COMMITTEE

Mr. Xu Hengju (Chairman)
Mr. Liu Longhua
Mr. Chan Ming Sun Jonathan

NOMINATION COMMITTEE

Mr. Liu Longhua (Chairman)
Mr. Chan Ming Sun Jonathan
Mr. Xu Hengju

AUTHORISED REPRESENTATIVES

Mr. Liu Kaijin
Ms. Wong Kwan Lai

COMPANY SECRETARY

Ms. Wong Kwan Lai

LEGAL ADVISOR

Chiu & Partners (as to Hong Kong Law)
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AUDITOR

CWC CPA Limited
Certified Public Accountants

PRINCIPAL BANKERS

China Merchants Bank Co., Ltd. Yancheng Branch

Yancheng City Branch office of Agricultural Bank of China Limited
China Construction Bank Asia Corporation

China Everbright Bank (Nanjing Branch)

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:

No. 1 Xingyu Road, Baocai Industrial Zone,
Yandu District, Yancheng City,

Jiangsu Province, the PRC

Hong Kong:
Office 19, 36th Floor, China Merchants Tower,
Shun Tak Centre,

Nos.168-200 Connaught Road Central,
Hong Kong

PRINCIPAL SHARE REGISTRAR

Codan Trust Company (Cayman) Limited

HONG KONG SHARE REGISTRAR

Tricor Investor Services Limited

WEBSITE

www.cdep.com.hk
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Definition
EBx

"Audit Committee”

[EREEE

“Board”
=S

"CG Code”
[EER<TH

“Company”/“China
Dredging ENV”
(A28 THERLER]

“Contractual Arrangements”

=g ok

“Director(s)”

(2%

"Group"

(A& ME]

uH Ks”
[T
“Jiangsu Fengyu”

[T#% 2T

“Jiangsu Jiaolong”

[T &R 8 8E |

“Jiangsu Xingyu"/
“PRC Operational Entity”

CIH%EF | [TELERR]

“Listing Rules”

[EmA Al

the audit committee of the Company
RRAREREZES

the board of Directors

-

the code provisions as contained in “Corporate Governance Code and Corporate
Governance Report” set out in Appendix 14 to the Listing Rules (as amended from time to
time), which are adopted (with modification) by the Board as its corporate governance code
E R A T PR E Y [ E B RSP R R b B A A | AT A A <P B & S (R
KER])  EEgCWIEIIRAEREREE AT

China Dredging Environment Protection Holdings Limited
FEREZRRIERER QA

a series of contracts, pursuant to which all economic benefits and risks arising from the
business of Jiangsu Xingyu are transferred to Xiangyu PRC, details of which were set out in
the prospectus of the Company dated 8 June 2011

—RINEH BRIBEFONERBIELAN —UEEN s RARAIERENFTH
CHBHRAARTBRAR TS ——F X XAN\BNBRER

director(s) of the Company
RARIEE

the Company and its subsidiaries

ZAN/NETD B4 DEENE]

Hong Kong dollars, the lawful currency of Hong Kong

B BREEEES

Jiangsu Fengyu Property Company Limited*, a wholly-owned subsidiary of the Company
IHEFEXEBERAR  ARA—HE2ENB AR

Jiangsu Jiaolong Salvage Harbour Engineering Co. Ltd.*, a non-wholly owned subsidiary of
the Company
TEHRREITBME IREAERAF ARG —EIIEZEWB R A

Jiangsu Xingyu Holdings Group Limited* (formerly known as Jiangsu Xingyu Port
Construction Company Limited*), a wholly-owned subsidiary of the Company
THEFEEEEBERAR (AMIGEFTEZERAR) NAR—H2ENME R

Rules Governing the Listing of Securities on the Stock Exchange (as amended from time to time)
B2 P8 5 B AR Bl (I NERHERT)
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"Model Code”
[Z2E<r8 ]

“Mr. Liu”
M85

“Ms. Zhou"
Azt

“Nomination Committee”

REZEE]

“pRC”
[HE]

"Remuneration Committee”

(FHEEE

“Reporting Period”

[k &

“RMB"”
[AR®]

“SFO"
[ 5 RBERH

“Shareholder(s)”
MR ER]

“Share(s)”
[Bg 7]

“Share Option Scheme”

(8RR REEt 8]

“Stock Exchange”
[ B8 32 i |

“Xiangyu Environment
Protection”
[AFRR]

Definition (continued)

Bx (R

Model Code for Securities Transactions by Directors of Listed Issuers set out in Appendix 10
to the Listing Rules (as amended from time to time)

EHRAMETAEN LT ETAZESETESFRZNEET A (BTREF)

Mr. Liu Kaijin, joint chairman, chief executive officer and an executive Director (who is the
spouse of Ms. Zhou)

BMEIRE TREIFRPTEFIHERLE(RAXLZER)

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

WOTBFEAREZL (REIKEZRB)

the nomination committee of the Company

ARARIRAZEZEEG

the People’s Republic of China
hEE AR

the remuneration committee of the Company
RRARFHMEESR

the six months ended 30 June 2016
HE_T—X"FA=1+HI1E~EAR

Renminbi, the lawful currency of the PRC

ARE PEDEEEH

the Securities and Futures Ordinance (Cap 571 of the Laws of Hong Kong) (as amended from
time to time)
BEEOESNEZS RAEGRE (K TEEE])

shareholder(s) of the Company
ZN/NET)

ordinary share(s) of the Company
RREZEBR

the share option scheme approved by Shareholders on 24 May 2011
BMER-_Z——FRA - THWBEEZERETS

The Stock Exchange of Hong Kong Limited
EEMERIMER AT

Jiangsu Xiangyu Environment Protection Equipment Company Limited*, a wholly-owned

subsidiary of the Company
TIHAFRARXEERLDR  ARA—HE2EWE AT

PHEEZRRERERAT —E-AFHHRE
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Definition (continued)

Bx(E)
“Xiangyu PRC” Jiangsu Xiangyu Port Constructing Project Administration Co. Ltd.*, a wholly-owned
[FFHhE] subsidiary of the Company
TIHAFTERIREEBRAF ARA—HE2EWNB QA
“Xiangyu Water Management” Jiangsu Xiangyu Water Management Company Limited*, a wholly-owned subsidiary of the
[k Company
IEHAFKRKBERAR  ARA—HE2ENB AR
* For identification purpose only
e il
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The following sets out the corporate structure of the Group as at 30 June
2016:

Group Chart
EERE

TEINRAEBER-_ZE—R"EFA=ZTHHN
AR
China Dredging Environment

Protection Holdings Limited
(incorporated in the Cayman Islands)

FERARRERERAT
(RESRBEMRL)

80% 100%

Huaian Shi Xiangyu
Technology Microfinance Ltd.
(incorporated in the PRC)

Power Wealth Group
(BVI) Limited
(incorporated in the

100%

Xiangyu Dredging
Company Limited
(incorporated in HK)

ERTATENE British Virgin Islands) 5 A
MERFERAE HERBEVIERAT AT RAERLT
(R B AR L) (REMELEHBEMAL) N
[100%
Power Wealth
Engineering Limited
(incorporated in HK)
HEIRBRAA
(REBEMARL)
|
100% 100%
Jiangsu Xingyu Holdings Group Ltd.*  VIE Contractual Jiangsu Xiangyu Jiangsu Xiangyu
(incorporated in the PRC) Arrangements Port Constructing Water Management
(Note 1) (Note 2) Project Administration Co. Ltd.* Company Limited*
IHAFRREMERAT  ------------- (incorporated in the PRC) (incorporated in the PRC)
(RAEERAL) ARE IHATEEIRERERAR THRATABERAR
(Ff&E1) BRESHRSE (B L) (RHEERRL)
| (Hfz£2)
51% | [ 100% 100% 100%
. . Jiangsu Xingyu . . . B
Jiangsu Jiaolong Salvage N . Jiangsu Xingyu Jiangsu Lifu Infrastructure
Harbour Engineering Co. Ltd.* En\élronmentL!’ro_:e;t:on Commerce Co. Ltd.* Construction Co., Ltd.*
(incorporated in the PRC) (inco(:"::Pr:rtZ d ;;n'lchee PRO) (incorporated in the PRC) (incorporated in the PRC)
ﬂﬁ&ﬁéﬂiﬁl&’fﬁﬁﬂﬁ ﬂﬁi;%f’iﬁﬁﬁﬁﬂ@ﬁ ﬂﬁﬁiﬁ‘ﬁ’iﬁ’&ﬂ iﬁb%gﬁiéﬁiﬁlﬁﬂﬂ
(RHREIEMA L) (RAREERRT) (R B AR L) (RAEERAL)
100%
Jiangsu Fengyu Property
Development Co. Ltd.*
(incorporated in the PRC)
THEFEEERAF
(R EIRRARL)
100%
Yancheng Juranzhijia Home
Building Material Commercial
Management Limited*
(incorporated in the PRC)
HHEAZRREEM
FRERARAR
(AP EERAL)
Notes: B2
1. Mr. Liu and Ms. Zhou are the registered holders of the registered capital in

Jiangsu Xingyu, and Ms. Zhou holds all her equity interest in Jiangsu Xingyu as
trustee for Mr. Liu.

2. On 19 April 2011, Jiangsu Xingyu, Xiangyu PRC, Mr. Liu and Ms. Zhou entered

into the Contractual Arrangements, pursuant to which all economic benefits and
risks arising from the business of Jiangsu Xingyu are transferred to Xiangyu PRC.

* For identification purpose only

100%

Ever Universe Holdings Limited
(incorporated in the
British Virgin Islands)

BFERARLR
(REBEZRBEMARL)

100%

Million Able
International Limited
(incorporated in HK)

ERERERLR
(REBEMARL)

100%

Jiangsu Xiangyu Environment
Profection Equipment
Company Ltd.*
(incorporated in the PRC)
IHRATRARBARDA
(A EERARL)

Jiangsu Xiangyu Environmental
Protection Industry
Development Ltd*
(incorporated in the PRC)
IHATRAEERRERAA
(Rp B AR L)

1. BIRAENRAZXIRIHGEFTEIMEANER
HEAN RAZLERBARENERARE
H AT 4R 8L 10 T B A -

2. RIE——FWA+AH THET AFTP
CBIEERBLLITTAHTE BT
HRETFTEBELNMELEN G kARG E
ETATHE -

* gyl
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Management Discussion and Analysis

EEENWR DN

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 (“CRD Business”); (i) environmental protection
dredging (“EPD”) and water management business (“EPD and Water
Management Business”); and (iii) other works operated in marine sites such as
salvage and hoisting works (“Other Marine Business”). In addition, the Group
also commenced property management business (the “Property Management
Business”) in respect of the management of FEARZZKEHJE (Easyhome
Yancheng Shopping Mall*) during the Reporting Period.

BUSINESS REVIEW

During the Reporting Period, the Group recorded a revenue of approximately
RMB346.2 million, representing a decrease of 12.6% from approximately
RMB395.9 million for the corresponding period last year. Gross profit was
approximately RMB118.8 million, representing a decrease of 10.9% as
compared with the corresponding period last year. Net profit was
approximately RMB64.6 million, representing a decrease of approximately
11.0% from approximately RMB72.6 million for the first half of 2015. The
Group's profit attributable to Shareholders for the Reporting Period was
approximately RMB62.0 million. The decrease in revenue of the Group for the
Reporting Period compared to the first half of 2015 was mainly due to the
slowdown of the construction projects in domestic dredging industry and the
drop in number of newly contracted construction projects as the Group
adopted a more prudent strategy in selecting new projects.

The CRD Business is a core business of the Group. Though revenue generated
from the segment decreased during the Reporting Period, gross profit margin
from it remained increasing, up 2.7 percentage points from the first half of
2015 to 40.6% attributable to our healthy and prudent operating strategy,
reflected by a better understanding of the background and a more detailed
and thorough due diligence review of newly contracted constructions,
including but not limited to the feasibility of fund raising, natural conditions
and construction status of the projects, to ensure a reliable capital return and
a more controllable level of gross profit of such new projects.

The Group proactively develops and expands the EPD and Water Management
Business segment. Due to the sludge dewatering equipment produced by the
Group for the sole use of EPD works, our dredging capacity increased by
approximately 3 million cubic meters from 5 million cubic meters per annum
during the first half of 2015 to 8 million cubic meters per annum in the
Reporting Period.
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Management Discussion and Analysis (continued)

BUSINESS REVIEW (continued)

Other Marine Business includes marine hoisting, installation, salvaging, vessel
chartering and other engineering services. The service prices of the segment
fell due to the fact of intensified market competition among hoisting and
salvaging business.

The Group completed the construction of a 8-floor shopping mall located in
the core area of Yancheng National High-tech Industrial Development Zone,
Yandu District, Yancheng. The land where the shopping mall constructed was
acquired by the Group in May 2012 with a gross floor area of 75,600 square
meters, mainly used for leasing under the Property Management Business.
The shopping mall was officially named & %X 2 R 8835 J& (Easyhome Yancheng
Shopping Mall*) and commenced operation on 26 March 2016, positioning
as a large scale home building material-themed shopping center offering one-
stop services from furniture, housewares to decoration materials to customers.

Leveraging on the brand of “Easyhome” and its mode of operation, the
Group wishes to improve its competitiveness to boost the occupancy rate of
the shopping mall and pursue higher profitability. In the long run, the Group
expects this project to work as another long-term and stable source of
revenue providing stable cash flows to the further expansion of the EPD
business by the Group in the future.

FUTURE PROSPECTS

Looking forward, despite continuing slowdown in economic growth of the
PRC, demand for environmental protection from both the government and
the public keeps rising. Various business opportunities are expected to appear
in the future following the enforcement and implementation of a series of
environmental governance policies in recent years. Although the overall
condition of the dredging industry is far from satisfactory and the
materialisation of such business opportunities still needs time, the Group
endeavors to seise the opportunity to the development of its business coming
along with each environmental protection policy, coupled with greater efforts
in the research and development of EPD techniques and related equipment
production in a proactively manner for the purpose of development of EPD
industry. As set out in the Annual Report 2015 of the Group, with our
diversified experience in EPD works, adding to the sludge dewatering
equipment designed and produced in-house, the Group will secure more
dredging projects. The Group’s EPD and Water Management Business is
expected to grow in a sustainable way and secure more dredging projects for
the Group, while greatly improving the market competitiveness, brand image
and industry position of the Group.
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Management Discussion and Analysis (continued)
IR JE A AR Mo A ()

FUTURE PROSPECTS (continued)

In terms of capital operation, the Group will actively identify and materialise
healthy and feasible financial plans based on the progress of its construction
projects, so as to further optimise the financial position and enhance the
capital base of the Group.

FINANCIAL REVIEW

Revenue

During the Reporting Period, the Group recorded a revenue of approximately
RMB346.2 million, representing a decrease of 12.6% as compared with
approximately RMB395.9 million in the corresponding period of 2015.

Regarding the CRD Business segment and EPD and Water Management
Business segment, the respective revenues generated during the Reporting
Period were approximately RMB183.7 million and approximately RMB82.8
million which represented a decrease of 16.6% and a decrease of 20.0%
respectively from the corresponding segments’ revenue in the corresponding
period of 2015. The decrease in revenue from the CRD Business segment was
primarily due to the slowdown of the implementation of the construction
projects in the domestic dredging industry, and the drop in number of newly
contracted construction projects as the Group implemented a more prudent
and careful operating strategy in selecting new projects. The decrease in
revenue from EPD and Water Management Business segment for the
Reporting Period was due to the slow progress in complementing certain EPD
projects.

Other Marine Business contributed a revenue of approximately RMB78.0
million to the Group for the Reporting Period, which represented an increase
of 8.0% as compared with approximately RMB72.2 million in the
corresponding period of 2015.

The revenue of the Property Management Business for the Reporting Period
was approximately RMB1.7 million. The growth of this business segment is
subject to the duration of the marketing and promotion efforts, the cultivation
process of customer base as well as the ultimate customers’ recognition of the
brand and shopping mall.
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Management Discussion and Analysis (continued)

FINANCIAL REVIEW (continued)

Operating costs and gross profit

The Group'’s operating costs decreased from approximately RMB262.6 million
for the six months ended 30 June 2015 to approximately RMB227.4 million
for the Reporting Period, representing a decrease of 13.4%, which was due
to the drop of the business volume along with the decrease in overall revenue.

The Group recorded a gross profit of approximately RMB118.8 million for the
Reporting Period, representing a decrease of 10.9% as compared with the six
months ended 30 June 2015 of RMB133.3 million. The decrease in gross
profit was mainly due to lower income during the Reporting Period.

The segment gross profit margin of CRD Business increased from 37.9% for
the six months ended 30 June 2015 to 40.6% for the Reporting Period,
mainly due to the better gross profit terms for new capital and reclamation
dredging projects which had been screened during the Reporting Period.

The segment gross profit margin of EPD and Water Management Business for
the Reporting Period was 29.9% which was the same with the corresponding
period last year. This segment gross profit margin level was assessed to be
reasonable.

The segment gross profit margin of Other Marine Business decreased by 6.3
percentage points from 15.2% for the six months ended 30 June 2015 to 8.9%
for the Reporting Period, mainly due to the more intensive competition in the
salvage industry which further lowered the project prices.

As a result, the overall gross profit margin of the Group slightly increased
from 33.7% for the six months ended 30 June 2015 to 34.3% for the
Reporting Period.

Other income

Other income decreased from approximately RMB19.6 million for the six
months ended 30 June 2015 to approximately RMB17.5 million for the
Reporting Period, mainly due to the decrease in interest income in respect of
certain non-current accounts receivables and consideration receivables during
the Reporting Period.

BIEE R w M (8)

B %5 B B a0)

EEREIRER

AEBNEERARBEZ —_T—HF~A=
+ A 1ENE A M AR 262,600,000 7 =
B R 4 A R #227,400,0007T ¢ IR A
13.4%  JDAREBE TR BERIE
AR o

AEBRARSHBEEAESENHOARE
118,800,000 M E T —RAF A=+
B 1t/ E A &4 A R # 133,300,000 7T % 4

10.9% ° EF) TB& T3 E B i R4 29 W AR
Ao

REHENERERBESHAERND HTH
EHBEE -_T—HAFAA=Z1THIENEAD
37.9% £ F E40.6% - £ B AR RS B H
EERESRETRBESHEREF GRS
AT FTER

BERABMORREEZIKBEREBLHN D
EMEB299% BEFFRBMAER - %0 EE
MEKFRFIESBAE -

EMBEEBN OB ENEHEBEE=ZZS—Hh
FRAZFTHIENEAMI5.2% T E=#H < H

fH89% HKiEE3MADH  T2HND
RITENGF MBI EREBE SR EME-

At NEBNBBEFNRAHEE T —
FRAZFTHIEANMEA337%EM EAER
B #934.3% °

Hftb g A

WEHE EMEABRBE-_ZT—RF <A
=+ B 1ENE A 84 AR 19,600,000 T
Z#H AR¥17,500,0007T 0 T E R BN RS H
METIERNH U AR A E W R E & F B UL
N

il
&

PHEEZRRERERAT —E-AFHHRE

1"



12

Management Discussion and Analysis (continued)
IR JE A AR Mo A ()

FINANCIAL REVIEW (continued)

Net gain due to fair value changes of derivative
financial liabilities

During the Reporting Period, there was a non-cash gain of approximately
RMB6.6 million due to the change of fair value of convertible bonds while
there was a non-cash gain of approximately RMB6.6 million due to the
change of fair value of convertible bonds and warrants for the same period
last year. The relevant warrants expired on 18 January 2016 and the
convertible bonds will mature on 7 November 2016.

Marketing and promotion expenses

Marketing and promotion expenses for the Reporting Period was
approximately RMB5.7 million representing an increase of 69.2% as
compared with the six months ended 30 June 2015 of approximately RMB3.4
million, which was mainly attributable to the coming into operation of EA 2
= B3 J5 (Easyhome Yancheng Shopping Mall*) during the Reporting Period.
The Group launched a series of marketing and promotion activities, including
inviting a famous celebrity to attend the grand opening ceremony.

Administrative expenses

Administrative expenses of the Group for the Reporting Period amounted to
approximately RMB26.4 million, representing an increase of 44.3% from
approximately RMB18.3 million for the six months ended 30 June 2015. This
was mainly due to the increase in new staff salary cost as a result of the
operation of [ERZZKEHJE (Easyhome Yancheng Shopping Mall*), the
increase in depreciation and maintenance cost of the property, and the
increase in the related professional fees.

Foreign Exchange Difference

Due to the fluctuation in the foreign exchange rate during the Reporting
Period, part of the Group’s bank borrowings, bank deposits and convertible
bonds were denominated in United States dollars and Hong Kong dollars. The
foreign exchange loss of approximately RMB5.9 million was recognised in the
Reporting Period (30 June 2015: gain of approximately RMB2.1 million).

Finance costs

Finance costs decreased by approximately RMB2.7 million to approximately
RMB35.6 million for the Reporting Period as compared to the six months
ended 30 June 2015.
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Management Discussion and Analysis (continued)

FINANCIAL REVIEW (continued)

Income tax expense

Although profit before tax for the Reporting Period decreased, income tax
expense increased from approximately RMB27.0 million for the corresponding
period in 2015 to approximately RMB28.9 million for the Reporting Period
which was mainly due to the increase of the effective tax rate from 27.1% to
31.0%.

Profit for the period

As a combined effect of the above, the net profit for the period decreased by
11.0% from approximately RMB72.6 million for the six months ended 30
June 2015 to approximately RMB64.6 million for the Reporting Period.
Comparing the operating profit of the six months ended 30 June 2015 with
the operating profit for the Reporting Period with the non-cash net gain/loss
due to fair value changes of derivative financial liability, gain on disposal of
Jiangsu Lugang (as defined below) and exchange loss were not taken into
account, the operating profit dropped by about 39.8%.

Earnings per share

Basic earnings per Share for the Reporting Period was RMBO0.05 per Share,
representing a decrease of about 27.5% as compared to earnings per Share
of RMBO0.07 for the six months ended 30 June 2015.

Financial position

As at 30 June 2016, total equity of the Group amounted to approximately
RMB2,183.8 million (31 December 2015: approximately RMB2,123.4 million).

The Group’s net current liabilities as at 30 June 2016 amounted to
approximately RMB49.7 million (31 December 2015: approximately RMB216.6
million). The current ratio, which is calculated by dividing current assets by
current liabilities as at 30 June 2016 was 0.97 (31 December 2015: 0.86).
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Management Discussion and Analysis (continued)
IR JE A AR Mo A ()

FINANCIAL REVIEW (continued)

Liquidity and financial resources

The Group adopts a prudent cash and financial management policy. In order
to achieve better cost control and improve the usage efficiency of funds, the
Group's treasury activities are centralised and cash is generally deposited with
banks and denominated mostly in Renminbi and Hong Kong dollars.

Included in current assets were cash and various bank deposits totaling
approximately RMB225.7 million as at 30 June 2016, representing an increase
of approximately RMB24.6 million as compared with approximately RMB201.1
million as at 31 December 2015.

The Group’s accounts receivables as at 30 June 2016 increased by
approximately RMB106.2 million from approximately RMB1,121.5 million as
at 31 December 2015 to approximately RMB1,227.7 million.

Total liabilities of the Group decreased from approximately RMB1,753.7
million as at 31 December 2015 to approximately RMB1,635.3 million as at
30 June 2016. The decrease in total liabilities was mainly due to the decrease
of bank borrowings and accounts and other payables and derivative financial
liabilities embedded in convertible bonds. The Group’s gearing ratio (calculated
by interest bearing instruments (including bank borrowings, other borrowings
and convertible bonds) divided by total equity) decreased to a level of 43.2%
(2015: 47.7%), which the Board believes is at a healthy level.

Capital Structure of the Group

The capital structure of the Group consists of debts, which include amounts
due to Directors, amounts due to non-controlling interests of a subsidiary,
bank borrowings, other borrowings, convertible bonds and equity reserves
attributable to owners of the Company, comprising issued share capital and
various reserves.

The Directors review the capital structure on a semi-annual basis. As part of
this review, the Directors consider the cost of capital and the risks associated
with each class of capital. Based on the recommendations of the Directors,
the Group will balance its overall capital structure through new share issues
and share buy-backs as well as the issue of new debts or the redemption of
existing debts.
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Management Discussion and Analysis (continued)

FINANCIAL REVIEW (continued)

Capital Structure of the Group (continued)

The Group’s monetary assets, liabilities and transactions are mainly
denominated in Renminbi and Hong Kong dollars. During the Reporting
Period, most of the transactions were denominated and settled in Renminbi.
The Group believes that its exposure to exchange rate risk is minimal. The
Group recorded a net exchange loss amounting to RMB5.9 million during the
Period.

Charge over assets of the Group

As at 30 June 2016, the Group’s bank borrowings were secured by pledged
bank deposits of approximately RMB115.0 million, charges over certain
dredgers, accounts receivables and land owned by the Group, a property
owned by a company which Mr. Liu Kaijin (“Mr. Liu”) has beneficial interest,
and personal guarantees by Mr. Liu and Ms. Zhou Shuhua. There were also
intra-group charges between two of the Company’'s wholly-owned
subsidiaries as a result of the contractual arrangements, pursuant to which all
economic benefits and risks arising from the business of T # B 512 jk = @B
B2 A | (Jiangsu Xingyu Holding Group Limited*) have been transferred to )T
HHTBETIREIE AR AT (iangsu Xiangyu Port Constructing Project
Administration Co. Ltd.*).

Risk management policies

The Group in its ordinary course of business is exposed to market risks such as
currency risk and interest rate risk. The Group’s risk management strategy
aims to minimise the adverse effects of these risks on its financial
performance.

As most of the Group’s trading transactions, monetary assets and liabilities
were denominated mainly in Renminbi, which was the Group’s functional and
reporting currencies, and save for convertible bonds and certain bank
borrowing and balances denominated in United States dollars and Hong Kong
dollars, the foreign exchange loss recognised for the Reporting Period was
approximately RMB5.9 million (30 June 2015: gain of approximately RMB2.1
million). The Group is giving full attention to respond to the related foreign
exchange rate risks.

As current interest rates stay at relatively low levels, the Group has not
entered into any interest rate hedging contracts or any other interest rate
related derivative financial instrument. However, the Group continues to
monitor its related interest rate exposure closely.
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Management Discussion and Analysis (continued)
IR JE A AR Mo A ()

FINANCIAL REVIEW (continued)

Material acquisitions and disposals

On 9 March 2016, Jiangsu Xingyu entered into a share transfer agreement
with Ms. Xu Xiulan and Ms. Chou Zhaoxiu (collectively called the “Purchasers”)
pursuant to which Jiangsu Xingyu agreed to sell the entire equity interest of
STHFA ISBER TI2 AR A (iangsu Province Lugang Construction Project
Co. Limited*) (“Jiangsu Lugang”), an indirect wholly-owned subsidiary of the
Company, to the Purchasers, among which 98.89% equity interest should be
acquired by Ms. Xu Xiulan and the remaining 1.11% equity interest should be
acquired by Ms. Chou Zhaoxiu. The total consideration is RMB85.8 million.
Jiangsu Lugang is principally engaged in port and waterway construction and
reclamation dredging business. The transaction was completed on 17 March
2016.

Pursuant to the above share transfer agreement, the Purchasers shall
undertake that after completion of the share transfer, the Purchasers shall
continue to cooperate with Jiangsu Xingyu on its business to ensure that the
operation of investment projects of Jiangsu Xingyu which tenders have been
awarded will not be affected by the sale of Jiangsu Lugang.

Capital commitments and contingent liabilities

As at 30 June 2016, the Group had capital commitments of approximately
RMB88.1 million (31 December 2015: approximately RMB107.5 million) which
included the construction cost of approximately RMB71.9 million for A 2 &R
B&3 JE (Easyhome Yancheng Shopping Mall*), the capital investment of
approximately RMB7.1 million in a micro-financing company, the capital
investment of approximately RMB6.0 million in a water management
company and the construction cost of approximately RMB3.1 million for an
environmental equipment plant.

As at 30 June 2016, the Group did not have any material contingent liability (31
December 2015: nil).
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Management Discussion and Analysis (continued)

FINANCIAL REVIEW (continued)

Employees and remuneration policy

As at 30 June 2016, the Group had a workforce of 622 employees (31
December 2015: 620). Total staff cost for the Reporting Period was about
RMB25.1 million (30 June 2015: approximately RMB30.0 million). The Group's
remuneration policy is basically determined by the Directors, based on the
performance of individual employees and the market conditions. In addition
to salaries and discretionary bonuses, employee benefits included pension
contributions and options which may be granted under the Share Option
Scheme (under which options to subscribe for Shares that could be granted to
independent non-executive Directors would be subject to the applicable
conditions and independence restrictions as set out in the Listing Rules). The
Group also provides on-going training to its employees.

During the Reporting Period, the Group did not experience any strikes, work
stoppages or significant labour disputes which affected its operations or any
significant difficulties in recruiting and retaining qualified staff.
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Disclosure of Interests and Other Information

EaREREMER

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES OF
THE COMPANY AND ASSOCIATED
CORPORATIONS

As at 30 June 2016, the Directors and the Company’s chief executive, and
their respective associates had the following interests in the Shares and
underlying shares of the Company and its associated corporations (within the
meaning of Part XV of the SFO) which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which they are taken or
deemed to have 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 to Section 352 of the SFO:
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SR,
x4t
Zad
WaEEH
K
A
HEE
T >
b=}l

T-—RENAZ+TH BFENARQRAE
TBRAEBERFESESEMNBEALRARA

HEEZE(EE BEFRBEIEAEXV
HRD RABEBROF  BEERIEES LB
& B EXVERE TR 8D S (B IE K F R IEF
%&%“MW%%%MY&%W&@%%%
M= RAE) BB RETABHNEAR
&%%\% AR IR B FH M HAE 6 ) 55 352 1%
RERARAMGEMNECMAORENT

<

‘m]&ﬂm“%ml%

Interests in the Company RADNT RS
Long position
Ly
* Approximate
Number percentage of
of ordinary total number
Name of Director Capacity Notes Shares of Shares
*MEER N
= &% H = ZEREA BREDL
Mr. Liu Kaijin Interest in controlled corporation 1 335,301,000 27.21%
Eillki REEEE RS
Beneficial owner 1 37,503,000 3.04%
E=mEA A
Ms. Zhou Shuhua Interest in spouse 2 372,804,000 30.26%
JERE 2+ B =
* These percentages are calculated based on the 1,232,064,000 Shares in issue as ~ * ZEEBOHTIRER=-ZZ—X fﬁ A=+8
at 30 June 2016. £, 81749 1,232,064,000 i i 17 5+ &
Notes: P 5
1. Mr. Liu is the sole beneficial owner of Wangji Limited (“Wangji”), a company 1. BEErEEARAR(REED(—HARER

incorporated in the British Virgin Islands with limited liability, which is the direct
owner of the 335,301,000 Shares. Further, Mr. Liu is the beneficial owner of
37,503,000 Shares.

2. 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 Company
including long position and short position.
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Disclosure of Interests and Other Information (continued)

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES OF
THE COMPANY AND ASSOCIATED
CORPORAT'ONS (Continued)

Interests in associated corporations

BamEEREMER (E)
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WaEEHY
K
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HEE
T >
b=}l

R AE B B Y

Long position

"R

Approximate

Name of percentage of
associated total number of
Name of Director corporation Capacity Notes Share capital shareholding
LB REN
BExnR HEEE AR g6 gz [N BYES
Mr. Liu Kaijin Wangji Beneficial owner 200 ordinary shares 100%
216 & it & EmBA A 200 % & 38 iR
Jiangsu Xingyu Beneficial owner 1 Register capital of RMB39,315,800 100%
T &7 BT BEmlA A A& AR AR ¥39,315,800 7T
Ms. Zhou Shuhua ~ Wangji Interest in spouse 2 200 ordinary shares 100%
B EE A+ A BB #E 200 % 38 AR
Jiangsu Xingyu Interest in spouse 2 Register capital of RMB39,315,800 100%
1 &R i (B 7 2= A& AR AR #39,315,8007T
Notes: B
1. Mr. Liu is the sole beneficial owner of the entire registered capital of Jiangsu 1. BlEEAIHBEFNEBFMERHE—F

Xingyu. Mr. Liu and Ms. Zhou are the registered holders of 98.47% and 1.53%
respectively in the registered capital in Jiangsu Xingyu. The 1.53% interest 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.

2. Ms. Zhou is the spouse of Mr. Liu who is 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 position and short position.

Saved as disclosed above, none of the Directors and chief executive of the
Company or any of their associates had any interests or short positions in the
Shares, underlying Shares or debentures of the Company or any associated
corporation as at 30 June 2016 (within the meaning of Part XV of the SFO),
which had been notified 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 the Directors or chief executive of the Company were deemed or taken
to have under such provisions of the SFO) 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.
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Disclosure of Interests and Other Information (continued)

BamEEREMER (E)

SUBSTANTIAL SHAREHOLDERS' INTERESTS = EJ}
AND SHORT POSITIONS IN SHARES AND B8 i 12
UNDERLYING SHARES OF THE COMPANY

As at 30 June 2016, other than the Directors’ and the chief executive's % — & — 7% =t+H BREESHRH
interests and short positions in the Shares and underlying Shares as recorded & (& fjll & 336 {& 4% FEBENERMPAEESN
in the register required to be kept under Section 336 of the SFO, to the best E =K X E T A BRI M R AHBERKR M R
of the knowledge and belief of the Directors, the following substantial S RABIN RESBFAFNRFE U FEZE
Shareholders had interests or short positions in the Shares or underlying BEERAEH S IBEER M T EERIEZ A KH
Shares which would fall to be disclosed to the Company under the provisions & {EH SEXVEFE2 %39 B 78 (Al AN A 7) 3 55 3¢
of Divisions 2 and 3 of Part XV of the SFO, or which were recorded in the RIEFES LS E0F3361F B8N ANA A

register required to be kept by the Company under Section 336 of the SFOor ZEFHFEME M e Me AT R#R

otherwise notified to the Company and the Stock Exchange: FrenfEzR sk 2
Interests in the Company REQXTRWER
Long position Short position
Ha RE
Approximate
* Approximate percentage
Number of percentage of Number of of total
ordinary total number ordinary  number of
Name of Shareholder Capacity Notes Shares of Shares Shares Shares
hBREHH HEREW
RERM®A 565 Mz TEREE #HHEsn EEREE #SiESH
Wangji Beneficial owner 335,301,000 27.21% — —
EE % EL ml VE ﬁ /\
HABRERMEEEERD Beneficial owner 171,120,000 13.89%
BEmBEAA
CITIC Capital China Access Beneficial owner 1 90,000,000 7.30% — —
Fund Limited (“CITIC") EmEB A
CITIC Capital Holdings Limited  Interest in controlled 2 90,000,000 7.30% — —
FEERERERA G corporations
REREENER
Leung Ka Kit Beneficial owner 73,184,000 5.94% — —
2 BEmEE A
EMBIEZERRAA Beneficial owner 85,560,000 6.94% — —
BEmEAA

* These percentages are calculated based on the 1,232,064,000 Shares in issue as ~ * ZEAOHIBRER-_Z-—R"FXA=1+AH
at 30 June 2016. B 817 #91,232,064,000 i i 5 5+ & »

20 China Dredging Environment Protection Holdings Limited e Interim Report 2016



Disclosure of Interests and Other Information (continued)

SUBSTANTIAL SHAREHOLDERS' INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES OF THE COMPANY

(Continued)

Interests in the Company (continued)

Note:

1. CITIC is the beneficial owner of the 90,000,000 Shares of the Company by virtue
of the convertible bonds issued by the Company to it on 8 November 2013.

2. CITIC is wholly owned by CITIC Capital Investment Management (Cayman)
Limited, which is wholly owned by CITIC Capital Asset Management Limited,
which is wholly owned by CITIC Capital Holdings Limited.

Saved as disclosed above, as at 30 June 2016, no person (other than Directors
and the Company’s chief executive whose interests are set out in the section
headed “Directors’ and Chief Executive’s Interests and Short Positions in
Shares and Underlying Shares of the Company and Associated Corporations”
above) had interest or short position in the Shares or underlying shares of the
Company and associated corporations that was required to be recorded in the
register of interests required to be kept by the Company pursuant to Section
336 of the SFO or which would fall to be disclosed to the Company and the
Stock Exchange pursuant to Divisions 2 and 3 of Part XV of the SFO.

SHARE OPTION SCHEME

The Company has adopted the Share Option Scheme for the purpose of
providing incentives and rewards to eligible participants who contribute to the
success of the Group’s operations. The Directors consider the Share Option
Scheme, with its broadened basis of participation, will enable the Group to
reward the employees, the Directors and other selected participants for their
contributions to the Group.

During the Reporting Period, no share options was granted or exercised nor
cancelled or lapsed under the Share Option Scheme. As at 30 June 2016, the
Company had no outstanding options under the Share Option Scheme. The
total number of Shares available for issue under the Share Option Scheme and
the percentage to the total issued share capital of the Company that it
represents as at 30 June 2016 were 85,560,000 Shares and approximately
6.94% respectively.
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Disclosure of Interests and Other Information (continued)

BamEEREMER (E)

COMPLIANCE WITH CORPORATE
GOVERNANCE CODE

The Company is committed to high standards of corporate governance. The
Directors believe that the Company has complied with all the applicable code
provisions of the CG Code contained in Appendix 14 of the Listing Rules for
the Reporting Period and there was no material deviation from the CG Code.

AUDIT COMMITTEE AND REVIEW OF
UNAUDITED FINANCIAL STATEMENTS

The Audit Committee has been set up in accordance with the Listing Rules.
Members of the Audit Committee as at 30 June 2016 comprised Mr. Chan
Ming Sun Jonathan (chairman), Mr. Xu Hengju and Mr. Huan Xuedong, all of
whom are independent non-executive Directors.

The Audit Committee has reviewed with the management the accounting
principles and practices adopted by the Group, financial reporting matters
including a review of the unaudited consolidated results for the Reporting
Period prior to recommending them to the Board for approval.

The unaudited condensed consolidated interim financial statements for the
Reporting Period have been reviewed by the Company’s auditor, CWC CPA
Limited.

REMUNERATION COMMITTEE

The Remuneration Committee has been set up in accordance with Appendix
14 to the Listing Rules with written terms of reference.

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 to corporate goals and objectives resolved by the Board from time
to time.

As at 30 June 2016, the Remuneration Committee comprised of Mr. Xu
Hengju (chairman) and Mr. Chan Ming Sun Jonathan, both of whom are
independent non-executive Directors, and Mr. Liu Longhua, a non-executive
Director.
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Disclosure of Interests and Other Information (continued)

NOMINATION COMMITTEE

The Nomination Committee has been set up in accordance with Appendix 14
to the Listing Rules with written terms of reference.

The principal responsibilities of the Nomination Committee include
formulating nomination policy and making recommendations to the Board on
nomination and appointment of Directors and Board succession, developing
selection procedures for nomination of candidates, reviewing the size,
structure and composition of the Board, as well as assessing the independence
of the independent non-executive Directors.

As at 30 June 2016, the Nomination Committee comprised of Mr. Liu
Longhua (chairman), a non-executive Director, Mr. Chan Ming Sun Jonathan
and Mr. Xu Hengju, both of whom are independent non-executive Directors.

INTERIM DIVIDEND

The Directors have determined that no dividend will be paid in respect of the
Reporting Period (six months ended 30 June 2015: Nil).

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the Reporting Period, neither the Company nor any of its subsidiaries
has purchased, sold or redeemed any of the Company’s securities.

UPDATE ON DIRECTORS’ INFORMATION

Pursuant to Rule 13.51B(1) of the Listing Rules, the change in information of
a Director since the date of the Company’s 2015 Annual Report is set out
below:

Mr. Chan Ming Sun Jonathan has been appointed as an independent non-
executive director of Dining Concepts Holdings Limited (stock code: 8056),
which is listed on the Growth Enterprise Market of the Stock Exchange, since
July 2016.
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Disclosure of Interests and Other Information (continued)

BamEEREMER (E)

DIRECTORS' COMPLIANCE WITH THE
MODEL CODE

The Company has adopted the Model Code as set out in Appendix 10 to the
Listing Rules as its own code of conducts regarding Directors’ securities
dealings. Specific enquiries had been made to all Directors, who confirmed
that they had compiled with the required standard set out in the Model Code
during the Reporting Period.
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Report on Review of Condensed Consolidated Financial Statements

Certified Public
Accountants (Practising)

TO THE BOARD OF DIRECTORS OF CHINA DREDGING ENVIRONMENT
PROTECTION HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated financial statements of China
Dredging Environment Protection Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages 27 to
64, which comprise the condensed consolidated statement of financial
position as of 30 June 2016 and the related condensed consolidated
statement of profit or loss and other comprehensive income, statement of
changes in equity and statement of cash flows for the six-month period then
ended, and certain explanatory notes. The Main Board Listing Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited require
the preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” (“HKAS 34") issued by the Hong
Kong Institute of Certified Public Accountants. The directors of the Company
are responsible for the preparation and presentation of these condensed
consolidated financial statements in accordance with HKAS 34. Our
responsibility is to express a conclusion on these condensed consolidated
financial statements based on our review, and to report our conclusion 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.
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Report on Review of Condensed Consolidated Financial Statements (continued)

BRGRE M BHRREM RS (B)

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410 “Review of Interim Financial Information Performed by
the Independent Auditor of the Entity” issued by the Hong Kong Institute of
Certified Public Accountants. A review of these condensed consolidated
financial statements consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and
other review procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes us to
believe that the condensed consolidated financial statements are not
prepared, in all material respects, in accordance with HKAS 34.

CW(C CPA Limited
Certified Public Accountants (Practising)

Wong On Yee
Practising Certificate Number: P05485
Hong Kong

30 August 2016
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Condensed Consolidated Statement of Profit or Loss and
Other Comprehensive Income
BRGSEEEREMEZEKRER

For the six months ended 30 June 2016 &Z —Z—NFA=+HINEA

Six months ended 30 June

BEAA=THLEAEAR

2016 2015

—E—-XEF —E-FRF

Notes RMB’000 RMB’000
B 5% AR¥T T ARET T
(Unaudited) (Unaudited)

(REER) (REER)

Revenue Wz 5 346,187 395,886
Operating costs RN (227,362) (262,572)
Gross profit eS| 118,825 133,314
Other income H e A 6 17,480 19,641

Other gains and losses H Az Rk EsiE 7 24,886 6,590
Marketing and promotion expenses THEEEREER (5,679) (3,356)
Administrative expenses THAX (26,437) (18,323)
Finance costs EIE= DN 8 (35,619) (38,271)
Profit before tax B %54 BT Y A 93,456 99,595

Income tax expense P8 fif > 9 (28,867) (27,008)

Profit and total comprehensive income  HA 7y 3 i % 2 T Uk 25 48 58
for the period 10 64,589 72,587

Profit and total comprehensive income "~ 31| A = f& {5 HI R % F) &2

for the period attributable to: 2HEWEBEE
Owners of the Company KRABFTE A 62,040 68,577
Non-controlling interests JE4E % 2,549 4,010
64,589 72,587
Earnings per share FHRA 1
— basic (RMB cents) —EXAREEH) 5.0 6.9
— diluted (RMB cents) — BB (AREH) 5.0 6.9
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Condensed Consolidated Statement of Financial Position
IGLEEE SRR LWk

At 30 June 2016 R—ZE—XFA=1H

At 30 June At 31 December

2016 2015
—E-RE —ET—hF
~NA=+tH +=-A=+—H
Notes RMB’000 RMB’000
B 7 ARE T ARBT T
(Unaudited) (Audited)
(REEFZ) (=)
|
NON-CURRENT ASSETS FREEE
Property, plant and equipment ME - R MR 13 1,614,922 1,658,604
Prepaid land lease payments TEfT LA 13 99,377 100,773
Investment properties B 14 334,462 —
Investment properties under construction 7EZEREE 14 — 307,702
Goodwill [EES 201 2,956
Other intangible asset HmmEREE 13 4,917 —
Available-for-sale investment AMEHERE 15 6,000 20,921
Deposit paid for acquisition of BEATUBEEE - BB &R
property, plant and equipment NiRE 78,769 79,377
Deferred tax assets IREFIEE E 100,354 100,354
Accounts and other receivables due —F 1R BB PR R SR K Ho At
after one year FEUTFR 16 103,262 206,442
Pledged bank deposits EERITIER 15,000 15,000
2,357,264 2,492,129
CURRENT ASSETS REEE
Prepaid land lease payments Faft AR 13 2,908 2,908
Accounts and other receivables and JFEE L R R R L A PR U R K
prepayments FEfR 16 1,233,202 1,180,985
Pledged bank deposits EHEPIRITIFK 100,000 47,572
Bank balances and cash RITHBRES 125,696 153,569
1,461,806 1,385,034
CURRENT LIABILITIES REEE
Accounts and other payables FEASBR N B HAth FEST R 17 443,442 497,670
Amounts due to directors EREEFHE 20,081 19,098
Amounts due to non-controlling JE < — BT B A B FEFE R A s
interests of a subsidiary IE 6,100 1,644
Tax payable PR TE 135,364 112,827
Bank borrowings RITIEE 18 635,856 716,405
Other borrowings HfEE 1,489 495
Convertible bonds AR (E S 20 268,625 246,510
Derivative financial liabilities AR BB EFITES B
embedded in convertible bonds af& 20 508 7,030
1,511,465 1,601,679
NET CURRENT LIABILITIES mEEEFE (49,659) (216,645)
TOTAL ASSETS LESS CURRENT BEERRBEMSE
LIABILITIES 2,307,605 2,275,484
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Condensed Consolidated Statement of Financial Position (continued)
IR 4R & AR & ()
At 30 June 2016 R—Z—~F/NA=+H

At 30 June At 31 December

2016 2015
ZE-XRE —E—h%F
AA=+H +ZHA=+—H
Notes RMB’000 RMB’000
B &2 AR® T ARBTT
(Unaudited) (Audited)
(REER) (&%)
|
CAPITAL AND RESERVES R s
Share capital [N 19 102,045 102,045
Reserves & 1,925,525 1,863,236
Equity attributable to owners of KNARFTA AEGER
the Company 2,027,570 1,965,281
Non-controlling interests FEPERR 2 156,229 158,136
TOTAL EQUITY RSB 2,183,799 2,123,417
NON-CURRENT LIABILITIES FRBEME
Amounts due to non-controlling FES —RE MY B A B S AR e 25 Y
interests of a subsidiary A 70,212 85,533
Deferred tax liabilities REBIABE 15,201 16,046
Bank borrowings wITEE 18 5,740 18,195
Other borrowings HmEs 32,653 32,293
123,806 152,067
2,307,605 2,275,484
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Condensed Consolidated Statement of Changes in Equity

BAGREREEEH R

For the six months ended 30 june 2016 HZ —Z—

RENA=+THIEREA

Attributable to owners of the Company

(i) According to the rules and regulations in the People’s Republic of China (the “PRC"),
a portion of the profit after taxation of the Company’s PRC subsidiaries is
required to 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
reserve can be applied either to set off accumulated losses or to increase capital.

(i) The other reserve of the Group represents 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 pursuant to the

group reorganisation in 2011.
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ARFFEAELR
PRC Non-
Share Share  statutory Other  Retained controlling
capital  premium reserve reserve profits Total interests Total
HEEE FER
BE  RORE wmE HittRe SRR ot L 5 BE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTE ARETT ARBTR ARETRT ARBTR ARETRT AR®TR ARETR
(Note (i) (Note (ii))
G ))
. __________________________________________________________________________________________________________________________________________|
At 1 January 2015 (audited) R-_Z—-h&—HF—H
(BER) 71,592 520,567 19,658 204,554 967,761 1,784,132 150,783 1,934,915
Profit and total comprehensive 53735 1| [ 2 [ Yo 2%

income for the period B (REER)

(unaudited) — — — — 68,577 68,577 4,010 72,587
Placing of shares (Note 19) ERERD (i E19) 13,518 172,943 — — — 186,461 — 186,461
At 30 June 2015 (unaudited) RZE—REXA

=tHREER) 85110 693,510 19658 204554 1,036,338 2,039,170 154,793 2,193,963
At 1 January 2016 (audited) R-_Z—"&—A—H

(&) 102,045 869,127 19,658 204,554 769,897 1,965,281 158,136 2,123,417
Profit and total comprehensive  E8 3% I % % 1 Y 25

income for the period BEREER)

(unaudited) — — — 249 62,040 62,289 2,549 64,838
Dividend paid to non-controlling 57 ¥ F JF 2 ik B 25 )

interests (unaudited) B8 (REER) — - — — — — (4,456) (4,456)
At 30 June 2016 (unaudited) R=F—REXA

=T AREER) 102,045 869,127 19,658 204,803 831,937 2,027,570 156,229 2,183,799
Notes: B 5

B EARLMBE (] &R A KX
o AR B R BB R E AR D BB K
wmAERESZMAEADIKERE 2 EEEH
BERE EREBEAREZMBAHNEAR
& A H)50% 85 A] 42 BB e Z AT A
REH R EERIEMER -

AEBNWEMREBEEARRDBEIBREART
EMETzZEAAEER_ZT——F&5EE
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Condensed Consolidated Statement of Cash Flows
EHH%AEEQIJILE%

For the six months ended 30 June 2016 &Z —Z—XFA=+HI/XEA

Six months ended 30 June

BEANA=THILEAEA

2016 2015
—E-XRE —hF
Notes RMB’'000 RMB’000
bz AR¥ET T ARET T
(Unaudited) (Unaudited)
(REER) (REEZ)
— |
OPERATING ACTIVITIES ReETFTH
Operating cash flows before movements 2@ &L 4 E AL ER SR E
in working capital 154,137 172,576
Increase in accounts and other receivables f& 45 BR Zx & H 4t & Ue F0 A &2
and prepayments TE G AN (43,937) (151,497)
Increase in accounts and other payables & {5 B 2k & H b & < Z0 I8 A0 22,015 76,245
Cash generated from operations LIEEMNES 132,215 97,324
PRC income tax paid BT REER (7,175) (3,688)
NET CASH FROM OPERATING ACTIVITIES & & E BN FT1SIR & %58 125,040 93,636
INVESTING ACTIVITIES REERH
Consideration received from Hongji BERBEEEERE
Construction 15 70,774 15,000
Repayment from shareholder’s loan to ~ [E& 12 F KB RE E X
Yongheng 15 14,804 —
Interest received RPN 193 168
Purchase of property, plant and BEWE WERREE
equipment (5,654) (2,993)
Additions to investment properties NEEEREYE
under construction (20,812) (109,597)
Placement of pledged bank deposits EEMRITERFA (60,000) (68,156)
Withdrawal of pledged bank deposits EHERRITERE D 7,572 5,141
Purchase of leasehold land BEHE LM — (8,693)
Purchase of available-for-sale investment B & a] fff H & & & 15 (6,000) —
Deposit paid for acquisition of property, B - HE M RES
plant and equipment & = (80,790)
Proceeds on disposal of available-for-sale H & A] 4 H & 3% & F7 15 358
investment 15 20,921 —
Settlement of other payables in relation B EFERBEE Y E -
to purchase of property, plant and R 5 R 5% 1 2 EL i FE 5T 3K
equipment in prior year (30,620) (14,526)
Settlement of other payables in relation TN FEEREWME 2 Hib
to purchase of investment properties EANE:N (5,066) —
Disposal of a subsidiary & — BB A A 22 (8) =
NET CASH USED IN INVESTING REFHMARSER
ACTIVITIES (13,896) (264,446)
FEBERRERERAR —Z—AR"ERHRE



Condensed Consolidated Statement of Cash Flows (continued)
AL EREERER(E)
For the six months ended 30 June 2016 & Z —ZT— ~FNA=1tHI/NEA

Six months ended 30 June

BEANA=THILEAEA

2016 2015

—E-XRE —E—AhF

Notes RMB’'000 RMB'000
B 5% AR¥ET T ARBT T
(Unaudited) (Unaudited)

(REERK) (REEZ)

FINANCING ACTIVITIES BEETH
New bank borrowings raised IR ITEE 335,288 320,862
Net proceeds from issue of shares KEBETRMD ZTERIEERE 19 — 186,461
Advance from independent third parties BB FE =BT K18 — 118,750
Advance from a director RE—BEENE Y RIE 983 3,567
New other borrowings raised FEMES 2,708 1,544
Advance from non-controlling interests 7k & — RS ff /& 22 &) &Y FE 42 I& 4 25

of a subsidiary e O 500 300
Repayment of bank borrowings BiEiR1T FEt =3 (428,292) (246,394)
Repayment to independent third parties (EiB¥ 7% = 5 %18 — (118,750)
Repayment to a director EE—XREBEEHRE — (4,895)
Repayment of other borrowings BiEHMES (1,354) (2,070)
Repayment to non-controlling interests @ — S M B A 7 89 FE 1T PR #E 25

of a subsidiary BiE=1g (15,821) (3,481)
Interest paid B 1 F 8 (33,029) (22,282)
NET CASH (USED IN) FROM REEE (A FeES

FINANCING ACTIVITIES e (139,017) 233,612

NET (DECREASE) INCREASEINCASH B2 R ELSZEY R 2) &M
AND CASH EQUIVALENTS F (27,873) 62,802

CASH AND CASH EQUIVALENTS AT HiyHWESRBLZEY
BEGINNING OF THE PERIOD 153,569 158,339

CASH AND CASH EQUIVALENTS AT ~ HiKx MBS RBSZEY -
END OF THE PERIOD, REPRESENTED  Eisp /54 t4 % B &
BY BANK BALANCES AND CASH 125,696 221,141
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Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2016 HE_-Z—

BASIS OF PREPARATION

The condensed consolidated financial statements have been prepared in
accordance with Hong Kong Accounting Standard (“HKAS”) 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA™) as well as with the applicable disclosure
requirements of Appendix 16 to the Listing Rules.

The condensed consolidated financial statements are presented in RMB,
which is also the functional currency of the Company.

GOING CONCERN BASIS OF THE
CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

The Group has net current liabilities of approximately RMB50.0 million.
The Directors have carefully assessed the Group’s liquidity position
having taken into account (i) the estimated operating cash inflows of
the Group for the next twelve months from the end of the Reporting
Period; (i) most of the bank borrowings as at 30 June 2016 were
secured by the Group's assets and are therefore highly probable that
they can be renewed in the next twelve months; and (iii) the Group’s
unutilised banking facilities of RMB303.7 million as at 30 June 2016
which will be available in the next twelve months.

On the basis of the above consideration, the Directors believe that the
Group can satisfy its financial obligations in the foreseeable future and
accordingly, the consolidated financial statements have been prepared
on a going concern basis.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared
on the historical cost basis except for certain financial instruments that
are measured at fair values at the end of each reporting period.

The accounting policies and methods of computation used in the
condensed consolidated financial statements for the Reporting Period
are the same as those followed in the preparation of the annual
financial statements of the Group for the year ended 31 December
2015.
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Notes to the Condensed Consolidated Financial Statements (continued)
IRRAR G B IS R R M 5 (B8)

For the six months ended 30 June 2016 #HZ= - =

3.

—RNERA=THIEREA

PRINCIPAL ACCOUNTING POLICIES

(Continued)

In addition, the following accounting policies are applicable upon new
transactions that occurred in the Reporting Period.

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 straight-line 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.

The application of the amendments to Hong Kong Financial Reporting
Standards issued by the HKICPA that are mandatorily effective for the
Reporting Period has had no material effect on the amounts reported in
these condensed consolidated financial statements and/or disclosures
set out in these condensed consolidated financial statements.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in Note 3 to the condensed consolidated financial statements,
the Directors are required to make judgments,
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 and

estimates.

The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to 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.
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Notes to the Condensed Consolidated Financial Statements (continued)

B AR R A B 75 R Y ()

For the six months ended 30 June 2016 BHZE —ZT— ~F/NA=+THItNAA

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty

The key sources of estimation uncertainty at the end of the Reporting
Period that may have a significant risk of causing a material adjustment
to the carrying amounts of assets within the next financial period are
disclosed below.

Estimated allowance for accounts and other receivables
Management regularly reviews the recoverability of accounts and other
receivables.
evaluation of collectability and on management’s judgment by
reference to the estimation of the future cash flows discounted at the

Allowance for these receivables is made based on

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. If
the actual future cash flows are less than expected, additional
allowance may be required. As at 30 June 2016, the carrying amount of
accounts and other receivables is approximately RMB1,264,568,000,
net of allowance for doubtful debts of approximately RMB425,900,000
(31 December 2015: carrying amount of accounts and other receivable
of approximately RMB1,335,115,000, net of allowance for doubtful
debts of approximately RMB425,900,000). The carrying amount of
accounts and other receivable was RMB1,522,630,000, net of
allowance for doubtful debts approximately RMB49,259,000 as at 30
June 2015.

Fair values of derivative financial liabilities

The Group engages third party qualified valuer to perform the valuation
of the derivative financial liabilities embedded in the convertible bonds
host contract and warrants. The Chief Financial Officer of the Company
works closely with the qualified external valuer to establish the
appropriate valuation techniques and inputs to the model and reports
to the Board to explain the cause of fluctuations in the fair value.
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Notes to the Condensed Consolidated Financial Statements (continued)
IRRAR G B IS R R M 5 (B8)

For the six months ended 30 June 2016 #HZ= - =

4,

—RNERA=THIEREA

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty (continued)

Fair values of derivative financial liabilities (Continued)

As described in Notes 20 and 25, the third party qualified valuer uses its
judgment in selecting an appropriate valuation technique for the
derivative financial liabilities not quoted in an active market. Valuation
techniques commonly used by market practitioners are applied. The
carrying amount of the derivative financial liabilities embedded in the
convertible bonds as at 30 June 2016 are approximately RMB508,000 (31
December 2015: RMB7,030,000). Details of the assumptions used are
disclosed in Notes 20 and 25. The Directors believe that the valuation
techniques and assumptions used by the valuer are appropriate in
determining the fair values of derivative financial liabilities.

REVENUE AND SEGMENT INFORMATION

The Group determines its operating segments based on the reports
reviewed by the executive Directors who are also the Chief Operating
Decision Makers (“CODM") that are used to make strategic decisions.
Information reported to the CODM is based on the different nature of
projects carried out by the Group. No operating segments identified by
the CODM have been aggregated in arriving at the reportable segments
of the Group.

Details of the Group’s four reportable segments are as follows:

(i) 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 Water Management
Business refers to dredging or water management services or
constructions for promoting environmental interests 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

(iv)  Property Management Business refers to the management of
leasing of a shopping mall constructed by the Group.
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REVENUE AND SEGMENT INFORMATION

(Continued)

Notes to the Condensed Consolidated Financial Statements (continued)

B AR R A B 75 R Y ()

For the six months ended 30 June 2016 BHZE —ZT— ~F/NA=+THItNAA

5.

The Group started to construct a shopping mall in the PRC for earning
rental income during the year ended 31 December 2015 and the
construction was completed during the period ended 30 June 2016.
Since then, the CODM reviews the financial performance of the

Property Management Business as a separate business. Accordingly,

results from these businesses are presented as operating and reportable

segments.

Segment results

An analysis of the Group’s reportable segment revenue and segment

results is as below.

Capital and
Reclamation
Dredging
Business
HERES
RAER
RMB'000
AR® T
(Unaudited)
(REEER)

Environmental
Protection
Dredging

and Water
Management
Business
RREAKR
KB EBREL
RMB’000

AR TR
(Unaudited)
(REEXK)

ko ER @

AEERBEE_ZE-—HF+_HA=1T—
BLEFERERTEZER -HESEAR
BRESWA ZIZERBE_ZT—X
FRA=ZTHIEHBERT - ihfg - =2
BERREBMECERBIERBULE
BHEMBRBETER - Bk
EBNERZLERATERD 275 -

7 EBRAR

ERDAWEL D BEE DTN

= Parad
2%

NS
To
Property
Other Marine  Management
Business Business Total
Hit /ES
BEXEK EEEK @it
RMB'000 RMB’000 RMB'000
AR TR ARBTRL AR¥TR
(Unaudited) (Unaudited) (Unaudited)
(REE®K) (REEHZ) (RBER)

Six months ended

BE-Z—F

30 June 2016 AA=THIEKRER
Segment revenue o EE 183,705 82,827 77,956 1,699 346,187
Segment results DEPELE 74,552 24,794 6,926 (2,623) 103,649
Unallocated other income ROFEEAMMA 17,434
Other gains and losses i lees R 1R 24,886
Unallocated corporate expenses &7 Fr (>3 5 sz (20,358)
Unallocated finance costs RO BCRE RN (32,155)
Group's profit before tax RS BBRT A& A 93,456
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Notes to the Condensed Consolidated Financial Statements (continued)
IRRAR G B IS R R M 5 (B8)
For the six months ended 30 June 2016 EZ - —<FNA=+tHI~EA

5. REVENUE AND SEGMENT INFORMATION 5. W% R 2 3B ¥ )

(Continued)

Segment results (continued) bl 3¢ )
Environmental
Protection
Capital and Dredging
Reclamation and Water Property
Dredging Management Other Marine Management
Business Business Business Business Total
EghiEE RRHAK H A S
BR%EY KBEBEH BEEB EEEY et
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000

ARET T ARBT T ARBT T ARBTT ARETT

(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

(REEEZ) (REEER) (REER) (Rie&ERZ) (REER)
|

Six months ended BE=-Z-1F
30 June 2015 AB=t1HLEAEAR

Segment revenue D EpU S 220,190 103,517 72,179 — 395,886

Segment results HELE 83,422 30,923 10,959 — 125,304

Unallocated other income ROBEMBA 18,972

Other gains and losses Hibas Rk EiE 6,590

Unallocated corporate expenses &2 Bt (MR (15,037)

Unallocated finance costs APBERE KA (36,234)

Group's profit before tax REB BT RHEA 99,595
The accounting policies of the reportable segments are the same as the E2W D E 2 G FH K EE RS I ®
Group's accounting policies described in Note 3 to the condensed RIMTFEIPMEAEE 2 G BERMAR -

consolidated financial statements.

Segment results represent profit earned by each segment, without D EB AR R E 5 EB AT A & A (R 9
allocation of central administrative expenses, other gains and losses, BehR{TEHRAS  Hitlhzm REE &
certain other income and certain finance costs. This is the measure THEMBARE TREKAR) Lt T5A
reported to the executive directors for the purposes of resource BITEEREERIEREETHMNT
allocation and performance assessment. Ho

38 China Dredging Environment Protection Holdings Limited e Interim Report 2016



Notes to the Condensed Consolidated Financial Statements (continued)
BRAAR G I B R/ B 5 (B8)
For the six months ended 30 June 2016 &Z T —NFXA=1tHIE/NEA

6. OTHER INCOME 6. Htlg A

Six months ended 30 June
BZX~A=1THILAXEA

2016 2015
—E—REF —E—hF
RMB’000 RMB’000
ARMT T AR T T
(Unaudited) (Unaudited)

(REEX) (RRREZ)
'

Government financial incentive (Note) BT B B 52 B (BT ) 6,703 5,517
Bank interest income HRITH S WA 193 168
Interest income in respect of non-current 3E Bl BA & 4 BR SR A9 ) B R A
accounts receivables 6,293 7,708
Interest income in respect of FE U A /Y A B A
consideration receivable — 2,189
Sundry income HIEWA 4,291 4,059
17,480 19,641
Note: Pursuant to a document issued by a PRC local government authority, one Ft 5 - AR 45 A B b 75 IR 4 B B 4 A S0 - AR
of the Company’s PRC subsidiaries was granted financial incentive for a AAIMEP —HPEKNERAEER
period of three years for its contribution to the economic development of T-IHERAM=FNMBER UZTH
the locality, provided it is duly registered in the locality and pays taxes R RBEERELNER - REAE
according to tax laws. No other conditions are attached to the financial AR E L IF = AR R BOE B o B
incentive. Ut 2 S - B I B Y I A A o] E i BT 75
14 o
The PRC local government authority confirmed that the amount of such GRNETR: g S N S 1
financial incentive that the Group was entitled for the Reporting Period EHETEXNZEBEVBRERSHEA
was RMB6,703,000 (six months ended 30 June 2015: RMB5,517,000). AR¥6,703,000c (BE=ZT—AHF N
Accordingly, the Group recognised such amount as other income for the A=+HI/@A: AR%S5517,000
Reporting Period. ) Al AEEEREESERR

RSB E YA -

PHEEZRRERERAT —F-—AFHHRE
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Notes to the Condensed Consolidated Financial Statements (continued)
AR 4R & B B R R Y 5 (48D
For the six months ended 30 June 2016 & Z —ZT— ~FNA=1tHI/NEA

7. OTHER GAINS AND LOSSES 7. k= RERE

Six months ended 30 June
BZEXA=1+HLXMEA

2016 2015
—E—RF —E-AF
RMB’000 RMB’000
ARET ARBT T
(Unaudited) (Unaudited)

(REE) (REEZ)

Fair value changes of derivative financial BARKRESNITES R
liabilities embedded in convertible bonds BEZAFEZS (KHFE20)
(Note 20) 6,567 4,974
Fair value changes in relation to warrants ERRREE 2 AT EE S
(Note 21) (BF=E21) = 1,616
Exchange loss b H & 18 (5,931) =
Gain on disposal of a subsidiary (Note 22) & — R B A 7 Uk e (B 5E22) 24,250 —
24,886 6,590
8. FINANCE COSTS 8. MERA

Six months ended 30 June
BIEXB=1+HILEXMEAA

2016 2015
—E-REF —E—hF
RMB’000 RMB’'000
AR®ET R ARET T
(Unaudited) (Unaudited)

(REEX) (REER)
'

Interest expenses on: Ty EEMERX

Bank borrowings RITBE 24,386 19,425

Others Hh 2,787 1,159
Effective interest on convertible bonds AMRES ZERFE

(Note 20) (Fff5E£20) 16,761 17,687
Total borrowing costs HRIEE KA 43,934 38,271
Less: Amounts capitalised in the cost of W BBREEKRANE R

qualifying assets Gk} (8,315) =

35,619 38,271
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Notes to the Condensed Consolidated Financial Statements (continued)

B AR R A B 75 R Y ()

For the six months ended 30 June 2016 BHZE —ZT— ~F/NA=+THItNAA

FINANCE COSTS (continued)

Borrowing cost capitalised during the six months ended 30 June 2016
of approximately RMB8,315,000 (six months ended 30 June 2015: nil)
arose on the general borrowing pool calculated by applying a
capitalisation rate of 10.9% per annum (six months ended 30 June
2015: nil). Borrowing cost was capitalised as part of the investment
properties under construction, which was complete in March 2016.
Since then, the borrowing costs were ceased to be capitalised.

INCOME TAX EXPENSE

Al & B AN o)

HE-_ZT—XNE~NA=Z1THINEAAR
BEARb 2 EEK A% A R ¥ 8,315,0007T
(BE_Z—AF~A=tH1XEA:
E)H—MEBEGREN L ERE
F109% (BE-_ZTZ—HF~NA=1+HI1t
ANER - EBEL-BEXNAINER BT
EREVEN—HD - ZWEER=FT
—ANE=ZARIT- - B BEERKEITH
FLAE AR ©

e BB

Six months ended 30 June
BEANA=1+HILAMEA

2016 2015
—E-REF —E—AHEF
RMB’000 RMB’000
AR®T T AR T T
(Unaudited) (Unaudited)
(RBER) (REEEZ)

The charge comprises: X H e
Current tax B ER 7% 18
PRC Enterprise Income Tax (“EIT") R ZERTER
(TEEmEHRD 29,712 27,866
Deferred taxation IR T IR (845) (858)
28,867 27,008

PEEZRRERERA A

“E-AEHHRE
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Notes to the Condensed Consolidated Financial Statements (continued)
AR 4R & B B R R Y 5 (48D
For the six months ended 30 June 2016 EZ - —<FNA=+tHI~EA

9. INCOME TAX EXPENSE (continued) 9. BB Xmw
(i) PRCEIT (i) PELCEREBH
PRC EIT is calculated at 25% of the assessable profits for both BTSRRI IR M EEE
periods. JER T i A AR E 25% 5+ & -
(i) Hong Kong Profits Tax (i) EEREH
Hong Kong Profits Tax is calculated at 16.5% of the estimated E & F 1B Ty iR W (@ HA R 89 (5 5t
assessable profits for both periods, if any. R EA (H) AT & 16.5% T
=
No provision for Hong Kong Profits Tax has been made in the A A & B A MR (EE R R E R
condensed consolidated financial statements as the Group had EAELNREEFT B ZESZRE A
no assessable profits arising in or derived from Hong Kong for A - H R AR S B % R N A B
both periods. BB RS L RE -
10. PROFIT FOR THE PERIOD 10. Hi A % A

Six months ended 30 June
BZXA=1+HLEXMAA

2016 2015
—E—XREF —E—hF
RMB’000 RMB’'000
AR®T T ARBT T
(Unaudited) (Unaudited)

(REEFEX) (RiEEZ)

Profit for the period has been arrived at HA A e A B A& H0BR (BFA)

after charging (crediting): To&E:
Depreciation of property, plant and equipment #13% « &= MR EITE 49,802 50,158
Depreciation of investment properties WEMENE 2,366 —
Amortisation of other intangible asset H i 4 2 & B 8 83 —
Net foreign exchange loss (gain) PE i &5 18 (U as) 5 58 5,931 (2,056)
Sub-contracting charges included in FSTAZBRKAN DB ER

operating costs 89,813 114,905
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Notes to the Condensed Consolidated Financial Statements (continued)

B AR R A B 75 R Y ()

For the six months ended 30 June 2016 BHZE —ZT— ~F/NA=+THItNAA

11. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share attributable
to the owners of the Company is based on the following data:

M"M.BRER

ARBIBEABESERERNRE RN
TR OISR &

Six months ended 30 June
BEXRA=t+HLXMEA

2016 2015
—E-XEF —ZT—-RF
RMB’000 RMB’000
AR®T ARET T
(Unaudited) (Unaudited)
(REEXR) (REEEZR)
|
Earnings ZF
Profit for the period attributable to owners of B &1 & & I & A& & #58 & 7
the Company for the purpose of basic and mEAREIFTE AEMN
diluted earnings per share HA 1A 4 ) 62,040 68,577
‘000 ‘000
Sl TR
Number of shares R4 &8
Weighted average number of ordinary shares  FLst E &R EAREB R M S &
for the purposes of basic earnings per share T3 A% 0 #E 15 2R 1,232,064 996,939

The weighted average number of shares for the purposes of basic
earnings per share for both periods were calculated based on the
weighted average number of shares in issue during both periods.

The computation of diluted earnings per share for both periods does
not assume the conversion of the Company’s outstanding convertible
bonds, since their exercise would result in an increase in earnings per
share.

The computation of diluted earnings per share for previous period did
not assume the exercise of the outstanding warrants since the exercise
price of the warrants was higher than the average market price of the
shares during that period. The outstanding warrants were lapsed during
the Reporting Period.

5 R RO B AR R B R Y 0 4 P
BB HRERMEREDZETR
2B E -

=t 5 R {E 2R R e 2 A 58 2 R B 0 R R
RARBZAEEANRKREFCESE
e REARTEEERERAMEN -

AERATEHESREE RS RER
HMATERREECETE  REA/R
ZHE BRI Z2TEESRBRNZ
FHTE AARTERREECRBS
HARE R -
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Notes to the Condensed Consolidated Financial Statements (continued)

5 A

For the six months ended 30 June 2016 #HZ= - =

12.

13.

14.

iR B RS R M A ()
—ANEANAZTAIEAEA

DIVIDENDS

No dividends were paid, declared or proposed during both periods. The
Directors have determined that no dividend will be paid in respect of
the Reporting Period (six months ended 30 June 2015: nil).

MOVEMENTS IN PROPERTY, PLANT
AND EQUIPMENT/PREPAID LAND LEASE
PAYMENTS/OTHER INTANGIBLE ASSET

During the Reporting Period, the Group made additions to property,
plant and equipment and prepaid lease payments of approximately
RMB6,262,000 and nil respectively (six months ended 30 June 2015:
RMB31,251,000 and RMB8,693,000 respectively).

During the Reporting Period, the Group made additions to other
intangible asset, representing a franchise fee paid for operating the
investment properties under the Property Management Business, of
approximately RMB5,000,000 (six months ended 30 June 2015: nil).

INVESTMENT PROPERTIES/INVESTMENT
PROPERTIES UNDER CONSTRUCTION

During the six months ended 30 June 2016, the Group made additions
to investment properties under construction of approximately
RMB20,812,000 (six months ended 30 June 2015: RMB143,296,000)
and transferred approximately RMB336,828,000 (six months ended 30
June 2015: nil) to investment properties upon completion.
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Notes to the Condensed Consolidated Financial Statements (continued)

B AR R A B 75 R Y ()

For the six months ended 30 June 2016 &Z T —NFXA=1tHIE/NEA

15. AVAILABLE-FOR-SALE INVESTMENT

On 31 December 2012, the Group entered into a conditional agreement
with one of its major trade debtors (the “Debtor”) whereby the Debtor
would transfer to the Group its 95% equity interest in E& k(B & 3
AR A7) (Yancheng City Yongheng Properties Co., Ltd*) (“Yongheng”)
which sole assets are two parcels of land in the PRC, and would assign
its shareholder’s loan of RMB111,271,000 therein, in lieu of settlement
for certain trade debts due to the Group (the “1st Agreement”).

Concurrent with the 1st Agreement, the Group also entered into
another conditional agreement to acquire the remaining 5% equity
interest in Yongheng from the non-controlling interest therein for a
cash consideration of RMB400,000 (the “2nd Agreement”).

On 22 March 2013, the Group agreed to transfer 85% equity interest
in Yongheng together with 85% of the shareholder’s loan for a total
consideration of RMB252,968,000 (the “Consideration”) to E&3 g
Hipsf B TRAREAAT (Yancheng City Hongji Construction
Installation Engineering Company Limited*) (“Hongji Construction”). As
at 31 December 2015, the consideration receivable from Hongji
Construction is amounted to RMB 70,774,000 which is comprised of
outstanding principal of RMB57,968,000 and accumulated interest
payable of RMB12,806,000 and was fully repaid during the six months
ended 30 June 2016.

15. i HERE

RZE——F+=ZA=+—H ' A&E
PEEE-—ZFZHEFEBHATEBAD
aTiﬁﬂxWﬁ%aﬁ‘T§¢t1§ﬁ%/\ﬂﬁrﬂ$§€
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ANE—HOBEANRE  NEBINEIAL
S—BEKEHBEABFERERRR
WHEDK B T5%EE  HEeREAAR
#400,0007C ([EE = &) °

W_ZE—=F=F_"+—-H A£EMF
8 LA TK 1S Y 85 % AR 4 & R 85% AR B
EREETEEMEERELRETRRA
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Notes to the Condensed Consolidated Financial Statements (continued)

5 A

ARA MR M ()

For the six months ended 30 June 2016 HBZE —Z— ~NFNA=FTHILNEAA

15.

AVAILABLE-FOR-SALE INVESTMENT

(Continued)

The Group’s remaining 15% equity interest of RMB20,921,000 in
Yongheng was classified as an available-for-sale investment and was
measured at cost less impairment, because there was no quoted market
price in an active market and the range of reasonable fair value
estimates was so significant. The Directors were of the opinion that the
fair value could not be measured reliably. Such equity interest was
disposed to an independent third party during the six months ended 30
June 2016 at its carrying amount.

The shareholder’s loan to Yongheng was unsecured, interest-free and
had no fixed repayment terms. At 31 December 2015, in the opinion of
the Directors, the shareholder’s loan was not expected to be recovered
within one year from the end of the Reporting Period. The balance was,
therefore, classified as non-current. During the six months ended 30
June 2016, the shareholder’s loan was fully repaid.

During the six months ended 30 June 2016, the Group entered into an
agreement with a third party to invest RMB12 million in 483 Hi& &
& H B R AT (Sponge City Investment Co., Ltd.*), a private company
incorporated in the PRC, for 2.4% equity interests. RMB6 million was
paid during the six months ended 30 June 2016.

* for identification only
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Notes to the Condensed Consolidated Financial Statements (continued)

B AR R A B 75 R Y ()

For the six months ended 30 June 2016 BHZE —ZT— ~F/NA=+THItNAA

16. ACCOUNTS AND OTHER RECEIVABLES

16. F& U Bk =X 2 HL At BB UK

At 30 June At 31 December
2016 2015
—E—RE —ET—hF
ANA=+tH +=-A=+—H
RMB’000 RMB’000
AR®ET T AR T T
(Unaudited) (Audited)
(REEZ) (= %)
Non-current: JEBNER
Accounts receivables (Notes (i) & (ii)) JRE Uk BR 2 CRT 5 ) B2 (i) 101,499 184,933
Value-added tax recoverable (Note (iv)) A] Yz [a] 1% B B (B 5E iv)) 1,763 1,705
Shareholder’s loan to Yongheng REFIXKENBRRER
(defined in Note 15) (Ex R MzE15) — 14,804
Others H1h — 5,000
103,262 206,442
Current: BIAR
Accounts receivables (Notes (i) and (ii)) JFE 5 B R 5 i) = i) 1,126,178 936,591
Bills receivable (Note (iii)) JFEE AT 2= 4 (B & (i) 9,020 11,845
Government financial incentive receivables JiE WS B T B B B2 B (Bf 56)

(Note 6) 27,871 21,168
Deposits and prepayments e RIENHIE 53,722 31,828
Value-added tax recoverable (Note (iv)) ] Y 2] 3% A (B AT Giv)) 2,067 5,190
Consideration receivable from Hongji REREZEZERIWKE

Construction = 70,774
Loan receivables (Note (v)) JE W E 5k (B RE (W) = 95,000
Others H i 14,344 8,589

1,233,202 1,180,985
1,336,464 1,387,427
Notes: B -
(i) Before accepting any new customer, the Group assesses the potential (i) REMNEMFERA - REEBEREF

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 accounts receivables based on
the dates when the Group and the customers agreed on the quantum of
the services provided, as evidenced by progress certificates. Periodical
statements are issued and agreed by the Group to the customers for the
work performed and services rendered for the customers. Most of the
contracts require the customers to make monthly progress payments with
reference to the value of work completed (typically 55% to 85% of the
value of work completed in the previous month) within thirty days after
the issuance of the progress certificate. According to these contracts, the
remaining balance (15% to 45% of the value of work completed) is to be
paid by the customers within thirty to sixty days after the project is
completed and accepted by the customers and the customers receive
payment from the project owners.

PEEZRRERERA A

ROENMBEFEREERP O
REERRELERRE -

AEBERANEEEEF 15T 5 AT
HRERBENAH(HEEEEZTHA)R
BIHEWRRARR DN - AEETT
BERARFRERBENEHIREXT A
AEEMBEFEHILEHERFRE - K
BrAREEFNEBELEREZER=
+TERZ2EZXIREBEGETALA
Tk TRREERNSS%ZE85%) X AE
EEMNF REZFEAR RE(ER
TREBEMIS%E4S%)BEERER
TR REME  BEHER S AKR
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Notes to the Condensed Consolidated Financial Statements (continued)

IRRAR G B IS R R M 5 (B8)
For the six months ended 30 June 2016 HBZE —Z— ~NFNA=FTHILNEAA

16. ACCOUNTS AND OTHER RECEIVABLES

(Continued)

Notes: (Continued)

(i) (Continued)
The aged analysis of the Group’s accounts receivables, prepared based on
the dates of certification of work done, which approximate the respective
revenue recognition dates (net of allowance on accounts receivables), at

the end of each reporting period is as follows:

Aged analysis of the Group’s accounts receivables

16. FE U8 AR X & H 1t FE UL K

(%)

BsE : (&)

0 &)
REBREPR REIREZTXKEBB
38 1) B B (B0 70 A8 B W 2 MY FE AR B
H) i 4w B2 0O 7N 5% B 8 Uk BR AR (0 BR FE
WAR SR B O RREIR D AT 4 T

< 55 B O B WK RR AR AR e 0 AT

At 30 June At 31 December

2016 2015

ZE-XRF —T—hF

ANA=1+H +=—A=+—8H

RMB’000 RMB’000

ARBT T AR T T

(Unaudited) (Audited)

(REEFER) (e E=)
|

0-30 days 0E 30K 124,168 139,071

31-60 days 31E60X 46,214 39,044

61-90 days 61Z290K 32,137 43,225

91-180 days 91 £ 180K 68,491 117,006

181-365 days 181 £ 365K 357,028 385,008

1 year—2 years 1FE2F 427,685 259,986

Over 2 years HBiE2F 171,954 138,184

1,227,677 1,121,524

Included in the accounts receivables balance is retention money of
approximately RMB166,172,000 (31 December 2015: RMB155,000,000)
as at 30 June 2016.
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Notes to the Condensed Consolidated Financial Statements (continued)

B AR R A B 75 R Y ()

For the six months ended 30 June 2016 BHZE —ZT— ~F/NA=+THItNAA

16. ACCOUNTS AND OTHER RECEIVABLES

(Continued)

Notes: (Continued)

(i) (Continued)
The amount of accounts receivables which were past due based on the
terms of contracts, as at the end of the Reporting Period but for which the

Group has not provided for impairment loss is analysed as follows:

Aged analysis of accounts receivables which were past due but not
impaired

16. FE U8 AR X & H 1t FE UL K

(%)

BsE : (&)

(0]

(&)

RBERAMREBBAREDHFHE
D)EREEYEFRBREBREEBZ
JEW R AR DA AT

B8 B KRR E B9 e R R iR £
il

At 30 June At 31 December
2016 2015
R=ZB—XREF RZTE—RF
~A=1+H +=—A=+—8H

RMB’000 RMB’000

ARBT T AR T T

(Unaudited) (Audited)

(REEFER) (e E=)
|

0-30 days 0ZE30K — —

31-60 days 31E60X 4,962 26,821

61-90 days 61E 90K 28,467 32,456

91-180 days 91 £ 180K 133,689 147,108

181-365 days 181 £ 365K 332,825 247,799

1 year—2 years 1FE2F 313,579 210,382

Over 2 years HBiE2F 118,349 115,651

931,871 780,217

The Directors performed a review on the recoverable amount of the trade
and other receivables with reference to the latest repayment pattern,
commitment provided by customers and the expected repayment dates of
respective customers and concluded that no further allowance for
doubtful debts should be recognised during the six months ended 30 June
2016 (Six months ended 30 June 2015: Nil).

BE=2EROERER B IEH AR
REBEPHNEHERAD S  HERE
TN E A R R 0 R M B RRE T R
Bl THREHARBE T NFRA
=T HIERERERRIIREEE B
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) e

PHEEZRRERERAT —F-—AFHHRE

49



50

Notes to the Condensed Consolidated Financial Statements (continued)
IRRAR G B IS R R M 5 (B8)

For the six months ended 30 June 2016 &z —ZT—

NERA=THIERER

16. ACCOUNTS AND OTHER RECEIVABLES

(Continued)

Notes: (Continued)

(ii)

(iii)

(iv)

(v)

Non-current accounts receivable represents amounts due from several
customers for contract works, for which the contracts include clauses for
extended payment terms beyond one year. During the Reporting Period,
interest income of about RMB6,293,000 (six months ended 30 June 2015:
RMB7,708,000) was recognised.

The aged analysis of the Group’s bills receivable, presented based on the
relevant dates of certification of work, at the end of each reporting period
is as follows:

Aged analysis of the Group’s bills receivable

16. FE U8 AR X & H 1t FE UL K

(&)
BsE : (&)
(i) EAHEEEREBRRETERPZA

(iii)

WNIRRRE MEBIEZE0HE
A A R R BB —F Z 585K - Rk
HHIR - B RAL AR 6,293,000
T(EBE-Z—HF~NAZ1+AHLNAE
A : AR#7,708,0007T) & KR °

REREHBARERBRIEFEZHEH
BHAMZI 2 AEEEREEOERR
DT ¢

AEEERRERR D T
At 30 June At 30 June
2016 2015
R=-ZB—XRF RZZE—RF
~NA=1+H NAZ=+H
RMB’000 RMB’000
AR® T ARBTF T
(Unaudited) (Audited)
(REEZX) (&)

61-90 days 61£90K 4,000 3,051
91-180 days 91 £ 180K 5,020 8,794
9,020 11,845

Value-added tax paid of approximately RMB1,763,000 (31 December
2015: RMB1,705,000) by the Group in connection with its construction
in-progress could be set-off against future value added tax payable
generated from the Group. As the amount is not expected to be recovered
within one year from the end of reporting period and is accordingly
classified as non-current.

On 16 May 2015, the Company entered into an agreement (the “Investment
Agreement”) to set up a wholly owned subsidiary which principally
conducts capital financing business. In late December 2015, the subsidiary
lent out RMB95,000,000 to corporate borrowers which are not connected
with the Group. Loans are repayable in one year, carrying fixed interest
and are guaranteed personally by the directors of the corporate borrowers.

During the six months ended 30 June 2016, upon mutual agreements, the
amount of RMB95,000,000 was fully repaid by the corporate borrowers.
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Notes to the Condensed Consolidated Financial Statements (continued)
ARG I SRR MIE (BB)
For the six months ended 30 June 2016 &Z T —NFXA=1tHIE/NEA

17. ACCOUNTS AND OTHER PAYABLES 17. B R KR E B
At 30 June At 31 December
2016 2015
—E-XF el
~A=+H +=ZA=+—H
RMB’000 RMB’'000
AR%T T ARBT T
(Unaudited) (Audited)
(REER) (&%)
]
Accounts payables P&~ BR 3R
Sub-contracting charge nBEER 146,632 178,635
Fuel cost Y SO N 26,672 34,071
Repair and maintenance HIERRE 15,027 12,100
Others H A 4,805 4,970
193,136 229,776
Bills payable P R IR 5,000 7,572
Other payables H i JIE T 5RIB 19,639 24,659
Payable for property, plant and equipment M - R MRk R 3R
Payable for investment properties/investment 1% &Y% TEEZ R E W ¥
properties under construction FE 1 5K 38 64,797 69,863
Accrued other taxes FEETE b B 1B 104,006 100,192
Accrued staff salaries and welfare [EEtE T H & REA 13,444 22,405
Receipts in advance T8 YR IE 29,009 5,550
Rental deposits received EREERS 1,585 =
Interest on convertible bonds due within —FAREH AR ES
one year & 3,068 5,856
Others HAb 9,758 31,797
245,306 260,322
443,442 497,670
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Notes to the Condensed Consolidated Financial Statements (continued)

IRRAR G B IS R R M 5 (B8)
For the six months ended 30 June 2016 HBZE —Z— ~NFNA=FTHILNEAA

17. ACCOUNTS AND OTHER PAYABLES

(Continued)

The aged analysis of the Group's accounts payables presented based on
the invoice dates, except for sub-contracting charge which is presented
based on dates of the progress certificates, as at the end of each
reporting period is as follows:

17. B R X R H o fE 9 =K

(%)
AEERSHREHERZEZEHET

MENER(REEEEAHE27 0N
BERABINWREITAT :

At 30 June At 31 December

2016 2015

ZE-RF —E—hF

~B=+tH +=ZA=+—H

RMB’000 RMB’'000

ARET ARET T

(Unaudited) (Audited)

(REEZ) (&%)
|

0-30 days 0ZE 30K 55,179 56,848

31-60 days 31E60K 10,910 5,786

61-90 days 61290k 8,227 13,381

91-180 days 91 £ 180K 18,136 15,809

Over 180 days HiBm180K 100,684 137,952

193,136 229,776

18. BANK BORROWINGS

During the Reporting Period, the Group raised bank loans of
RMB335,288,000 (six months ended 30 June 2015: RMB320,862,000)
and repaid bank loans of RMB428,292,000 (six months ended 30 June
2015: RMB246,394,000). As at 30 June 2016, the effective interest
rates of the bank borrowings ranged from 2.0% to 7.8% (31 December
2015: 2.0% to 7.8%) per annum.
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Notes to the Condensed Consolidated Financial Statements (continued)

B AR 4R A B 75 R R P o ()

For the six months ended 30 June 2016 BHZE —ZT— ~F/NA=+THItNAA

19. SHARE CAPITAL

19. R A<

RMB
Number of equivalent
shares Amount amount
ARM
&g - §E| S8 FAEeE
HK$'000 RMB’000
FHExT ARBTT
Ordinary shares of HK$0.10 each BREEO.10EBITH EEMAR
Authorised EE
At 1 January 2015, 30 June 2015, R—ZZT—RE—H—AQ8-
31 December 2015 and 30 June —E-RFESA=1TH"
2016 —ET-—RF+=A
=+—Bk=ZZT—R~F
~NA=+H 10,000,000,000 1,000,000 N/A
Issued and fully paid ERITRHE
At 1 January 2015 R-—ZE—RAF—HF—H 855,600,000 85,560 71,592
Placing of shares (Note (i)) fid & AR 0 (B EE ) 171,120,000 17,112 13,518
At 30 June 2015 R-ZZE—RFEANA=1+H 1,026,720,000 102,672 85,110
Placing of shares (Note (i) B & R 19 (B 5 Gi)) 205,344,000 20,534 16,935
At 31 December 2015 and R-_Z—RF+_-A
30 June 2016 = t+—BERZZT—AF
~NA=+H 1,232,064,000 123,206 102,045
Notes: M = -

(i) During the six months ended 30 June 2015, the placing of 171,120,000
shares of the Company at a placing price of HK$1.38 per share was
completed. The aggregate net proceeds from the placing was
approximately HK$236.0 million (equivalent to approximately RMB186.5
million).

(ii) During the second half of 2015, the share placings of 97,340,000 shares
and 108,004,000 shares of the Company at placing price of HK$1.13 and
1.15 per share respectively were completed. The aggregate net proceeds
from the placing was approximately HK$231.0 million (equivalent to
approximately RMB192.5 million).

(0]

(ii)

PEEZRRERERA A

HE-_Z-—AFNA=F+BLEAEA
AAFTHIAGREMND1.38F TS
B2 171,120,000 & % 5 © e & Z 48 FR
1§ FXIE F 58 49 /5 236,000,00058 7T (&
R4 A K # 186,500,000 7T) °

REZZ—RFETFEF ARARTRIZE
EBERRMN1.13B T R1.15BTH BIEE
#597,340,000% A% 15 %2108,004,000/% i 15 ©
ic & 2 4 FT15 3R I8 /F 58 %) 5 231,000,0007
7T (FEZE R 4 A R % 192,500,0007T) °
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Notes to the Condensed Consolidated Financial Statements (continued)
IRRAR G B IS R R M 5 (B8)
For the six months ended 30 June 2016 & Z —ZT— ~FNA=1tHI/NEA

20. CONVERTIBLE BONDS/DERIVATIVE 20. 7] #&

FINANCIAL LIABILITIES EMBEDDED IN
CONVERTIBLE BONDS

The Company issued unsecured convertible bonds to CITIC Capital
China Access Fund Limited (“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. These convertible
bonds mature in three years from the date of issue. The convertible
bond holder has the option to either convert them into the Company’s
ordinary shares at a conversion price of HK$2.7 per share, subject to
anti-dilutive adjustments, at any time after six months from the date of
issue and up to the maturity date, or redeem them at 133.792% of the
nominal value of the convertible bonds upon maturity, without early
redemption option. The issuer has no right to early redeem the
convertible bonds.

The convertible bonds contain two components, the host debt
component and the conversion option. The convertible bonds are
denominated in Hong Kong Dollar (“HK$"), which is a currency other
than the Company’s functional currency. The conversion option in the
convertible bonds does not exchange a fixed number of the Company’s
own equity instrument for a fixed amount of cash. Accordingly, the
conversion option is accounted for separately as derivative liabilities,
which are not closely related to the host debt component. The fair
values of the debt component and the derivative component were
determined at the date of issue. Subsequent to initial recognition, the
debt component is carried at amortised cost while the derivative
component is measured at fair value, with changes in fair value
recognised in profit or loss. The effective interest rate of the debt
component is 16.9%.
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Notes to the Condensed Consolidated Financial Statements (continued)

B AR R A B 75 R Y ()

For the six months ended 30 June 2016 &Z T —NFXA=1tHIE/NEA

20. CONVERTIBLE BONDS/DERIVATIVE
FINANCIAL LIABILITIES EMBEDDED IN
CONVERTIBLE BONDS (Continued)

The convertible bonds recognised in the condensed consolidated
statement of financial position are calculated as follows:

20. IJ B 1B F#]R
B 8 2

% A o #
MiEemars
(#®)

1 B AR & I 5 IR 0 R TR 2 AT R AR B
HEtEWT

Debt Derivative
component component Total
BBy FTEIARS #Et
RMB‘'000 RMB’000 RMB’000
ARBF T ARBTT ARETT
]
As at 1 January 2015 R=—ZZE—h&—HA—H 204,220 14,423 218,643
Amortisation using effective interest BB R R =R
method 37,608 — 37,608
Changes in fair value NEEEE — (7,921) (7,921)
Interest settlement FMEAEE (5,856) — (5,856)
Exchange realignment B 5, 3 & 10,538 528 11,066
At 31 December 2015 R-_ZE—RAF+_A
==1E 246,510 7,030 253,540
Amortisation using effective interest B B BRI Rk
method (Note 8) (B 5£8) 16,761 — 16,761
Changes in fair value N EES) — (6,567) (6,567)
Interest settlement FMB#H#EE (3,068) — (3,068)
Exchange realignment fE i, 3 & 8,422 45 8,467
At 30 June 2016 RZZE—ARFA=1+H 268,625 508 269,133
Fair values of the derivative component (representing the conversion TTETARD (EAIMRES < BIRE)
options of the convertible bonds) at 30 June 2016 and 31 December RZE—ARFAAZTHERZZT—RF
2015 are determined using Binomial Model by independent valuer, with TZA=T—HHAFEDEBEZGE
inputs as follows: Mz —BEAFRAN T2 E

30 June 31 December
2016 2015
—REF —ET—AHF

AA=+H +=ZRA=+—H

Valuation date share price
Conversion price

Time to maturity

Risk-free rate

Volatility

Dividend yield of the Company

B B BRE
B
) 5 B

2 g ) &
B
NN - P

HK$1.013& T HK$1.507%8 7T
HK$2.703%& 7T HK$2.707% T
0.36 years & 0.86 years
0.195% 0.195%

82% 82%

0.00% 0.00%
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Notes to the Condensed Consolidated Financial Statements (continued)

5 A

ARA MR M ()

For the six months ended 30 June 2016 HBZE —Z— ~NFNA=FTHILNEAA

21.

DERIVATIVE FINANCIAL LIABILITIES IN
RELATION TO WARRANTS

On 17 January 2014, the Company issued 35,000,000 unlisted warrants
("Warrants”) at a price of HK$0.01 per Warrant to 7 placees, all being
independent third parties to the Group and each Warrant entitles its
holder to subscribe for one ordinary share of HK$0.10 each of the
Company (“Warrant Share”) at the subscription price of HK$2.70 per
Warrant Share at any time during the period of two years commencing
from the date of issue of the Warrants.

The net proceeds from the issue amounted to HK$300,000 (equivalent
to RMB237,000). The Warrants are denominated in HK$, which is a
currency other than the Company’s functional currency. The
subscription rights in the Warrants, denominated in HK$, do not
exchange a fixed number of the Company’s own equity instruments for
a fixed amount of cash. Accordingly, the subscription rights are
accounted for as derivative liabilities and are stated at fair value with
changes in fair value recognised in profit or loss.

During the six months ended 30 June 2015, net fair value gain of
RMB 1,616,000 was recognised through profit or loss.

At 31 December 2015, the Company had outstanding 35,000,000
Warrants to be exercised at any time on or before 16 January 2016,
exercise in full of such Warrants would result in the issue of
approximately 35,000,000 additional ordinary shares of HK$0.10 each.
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Notes to the Condensed Consolidated Financial Statements (continued)

For the six months ended 30 June 2016 &HZ—%

21. DERIVATIVE FINANCIAL LIABILITIES IN

22

RELATION TO WARRANTS (continued)

Fair value of the Warrants at 31 December 2015 was determined using
Binomial Model by independent valuer, with inputs as follow:

Valuation date share price HE A BB
Exercise price TEE

Time to maturity 2| A i RS
Risk-free rate £ 2 [ ) &
Volatility S g

Dividend yield of the Company ARARE X

R 4R & B B R Y 5 ()
_/\i/\ﬂ:"ﬁ’aﬂi/;\fﬂ

. EARARERZITES

w8 E

RREER-T—RF+-A=+—A

BWAFETHE ﬁﬁ%&*ﬁﬁﬁﬁ
R T285E

31 December 2015
—E—HEF
+=—A=+-—~H
RMB’'000

ARBT T

HK$1.507% 7T
HK$2.7078 7T
0.05 years 4
0.06%
58.60%
0.00%

The outstanding Warrants were lapsed during the six months ended 30
June 2016.

DISPOSAL OF A SUBSIDIARY

On 9 March 2016, the Group disposed its entire interests in a wholly-
owned subsidiary, JL&R& K BERIIZEAR AT (Jiangsu Province
Lugang Construction Project Co. Ltd.*) (“Jiangsu Lugang”), to
independent third parties at a total consideration of approximately
RMB85.8 million. The consideration was settled by offsetting against
the amount due to Jiangsu Lugang in full. In the opinion of the
Directors, with reference to opinion of legal counsel, the disposal does
not have any impact on the Group’s Contractual Arrangements set out
in Note 38 of the consolidated financial statements of the Group for
the year ended 31 December 2015. Details of the disposal are set out in
the announcement dated 9 March 2016.

ZERRTERRESEREE_F—
NENA=THIESNEB K-

22. HE— BB L

= /\E:Hﬂﬁ’zﬁs‘%ﬁﬂ?‘éﬁ
FE=FHEEREZENMB AR L&A K
BEZIEARAGR(IHEED 22
%%“ “RELDH A AR ¥S85,800,000
TT o X (B 7 B 3K 3H FE 5T &R 3R B SRIE
@%@ﬁ EE2EEEBHCERE
RE LEHAEEABE_T—AF+
A=+ RLEFEZREMBHREN
FE38FTE 2 ANE B K & ) % BE I & ]
FE -HEFBHNRBHA=ZZ —R~F
=AhRAZRAE-

j o
I||
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Notes to the Condensed Consolidated Financial Statements (continued)
IRRAR G B IS R R M 5 (B8)
For the six months ended 30 June 2016 EZ - —<FNA=+tHI~EA

22. DISPOSAL OF A SUBSIDIARY 22. HE—EWERQF
The net assets of this disposed subsidiary and effect on cash flows of REEBEH ZBEENBARNEE
the Group at the date of disposal were as follows: FEREAEERERENTZENT ¢

At 30 June 2016

R-Z—REF
~NA=1+H
RMB’000
ARE T
|
Consideration KRB 85,800
Less: Net assets disposal of : BWoEHEEEFE:
Goodwill G 2,755
Property, plant and equipment M- BB REE 142
Trade and other receivables JE LSz AR 3R % L i FE L 5K 12,199
Bank balances and cash RITEBR KRS 8
Other payables H b &~ 5IB (39,354)
(24,250)
Less: Waiver of amount due from the Group T EA R JIE UL N & (B 08 (85,800)
Gain on disposal of a subsidiary & —HM B AR K S 24,250
Net cash inflow arising from disposal: HEEAMIB SR AFERE:
Consideration KB 85,800
Less: Waiver of amount due to Jiangsu Lugang & : 3A & JE /T 2R B8 78 7B (85,800)
Less: Bank balances and cash disposal of B BHERTEBREES (8)
(8)
* for identification only
12 ¢ 5
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Notes to the Condensed Consolidated Financial Statements (continued)
ARG I SRR MIE (BB)
For the six months ended 30 June 2016 &Z T —NFXA=1tHIE/NEA

23. CAPITAL COMMITMENTS 23. BEAREIE
Capital commitments contracted but not provided for relating to the BEIMEFARAEBATSEAIREE
followings: BB AR A

At 30 June At 31 December
2016 2015
R=ZZB—RF RKR-ZF—40F
AA=tH +ZA=+—8H

RMB’'000 RMB’'000
AR®BT T ARET T
(Unaudited) (Audited)
(REER) (EEZ)
|
— Acquisition of property, plant and — M HE &R
equipment 3,059 3,059
— Additions to investment properties —HEERNABFENRE
in relation to construction costs "EYE 71,878 73,347

— Investment in a sino-foreign joint venture

RABE—KPING &R A
R E

in the PRC % — 24,000
— Investment in conducting micro-financing RET/NERMEEBHIRE

business (Note) (B 55) 7,122 7,122
— Investment in available-for-sale investment RAHEERENKE

(Note 15) (FiE15) 6,000 =

Note: Pursuant to the Investment Agreement as defined in Note 16(v), the M- REBEREHZE(EE R WE16(v) » &

proposed registered capital of US$20 million will be contributed in % o it & 4520,000,0003€ 7T #% A A A )

proportion to the respective equity holdings of the Company and two ERINMEREEREB ZRES B

other investors of US$16 million, US$2 million and US$2 million i & 16,000,000 7T * 2,000,000 7T &

respectively. As at 31 December 2015, capital of US$14.9 million was 2,000,000 R=ZFE—AF+=A

injected by the Group whilst the other two investors are still in progress in =+—H ANEEEE A14,900,000%

obtaining approval from regulators for capital injection. T MBI R R E & DL T &S

EERPPTHOHEAE -

TEHRSERERERAT —B-AERHHE 59
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Notes to the Condensed Consolidated Financial Statements (continued)
IRRAR G B IS R R M 5 (B8)
For the six months ended 30 June 2016 & Z —ZT— ~FNA=1tHI/NEA

24. PLEDGE OF ASSETS 24. EE K #

At the end of the Reporting Period, the following assets of the Group
were pledged to secure bank borrowings and credit facilities granted to
the Group during the period:

RBERRAR AEEDHANEER
REAARTAEBENRITEEREER
H A

30 June 31 December

2016 2015

—E-RF —T—RF

ANA=+tH +=-A=+—H

RMB’000 RMB’000

AR® TR ARETTT

(Unaudited) (Audited)

(REER) (FeH; %)

|

Dredgers included in property, plant and ZRMGIAYE BE RZHE)

equipment 727,606 624,104

Building included in property, plant and BFGIAME - BEREE)

equipment — 23,336

Prepaid land lease payments TE A £ Hb A8 49 3K 86,897 95,105

Accounts receivables (Note) JE U BR SR (BT 3% 19,044 19,044

Pledged bank deposits BHEFRITER 115,000 62,572

948,547 824,161

Note: Accounts receivable relate to certain dredging projects which were
pledged to secure the Group’s bank borrowings. The banks could exercise
their rights over any outstanding accounts receivables relating to the
relevant dredging projects in the event of the Group’s breach of the terms
of bank borrowings. As at 30 June 2016, outstanding carrying amount of
these accounts receivables relating to these projects amounting to
RMB19,044,000 (31 December 2015: RMB19,044,000) and the related
bank borrowings amounted to RMB28,687,000 (31 December 2015:
RMB38,901,000).

In addition, the Group’s bank borrowing to the extent of
RMB28,687,000 (31 December 2015: RMB38,901,000) was secured by
one of the Group’s dredgers with a carrying amount of
RMB113,373,000 (31 December 2015: RMB242,305,000) being held as
a collateral.

Furthermore, as at 30 June 2016, the Group’s bank borrowings to the
extent of nil (31 December 2015: HK$116,899,000 (equivalent to
RMB97,231,105)) were supported by a guarantee provided by China
Merchant Bank Nanjing branch, which was in turn secured by two
parcels of land owned by Yongheng.
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Notes to the Condensed Consolidated Financial Statements (continued)

B AR 4R A B 75 R R P o ()

For the six months ended 30 June 2016 &Z T —NFXA=1tHIE/NEA

25. FAIR VALUE MEASUREMENTS OF 25
FINANCIAL INSTRUMENTS

Fair value of the Group’s financial liabilities that
are measured at fair value of a recurring basis

Some of the Group'’s financial liabilities are measured at fair value at the
end of each reporting period. The following table gives information
about how the fair values of these financial liabilities are determined (in
particular, the valuation technique(s) and inputs used), as well as the
level of the fair value hierarchy into which the fair value measurements
are categorised (Levels 1 to 3) based on the degree to which the inputs
to the fair value measurements is observable.

° Level 1 fair value measurements are those derived from quoted
prices (unadjusted) in active market for identical assets or
liabilities;

3 Level 2 fair value measurements are those derived from inputs

other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (i.e. as prices) or
indirectly (i.e. derived from prices); and

o Level 3 fair value measurements are those derived from valuation
techniques that include inputs for the asset or liability that are
not based on observable market data (unobservable inputs).

The followings are the key inputs used in valuing the financial liabilities
as at 30 June 2016 and 31 December 2015:

Fair value at
RS AN ATLE
Fair value 30 June 31 December  Valuation
Category hierarchy 2016 2015  techniques
—E-xE —T-RF
EAl AFEER AA=tR ftZA=t-H &“EREN
RMB’000 RMB'000

AR®T R ARETT

Derivative financial liabilities embedded in Level 3 6,567 7,030  Binomial Model

convertible bonds

MATARESNOITELBAE £38] ZRER

AEEF ERABREREHERER
AEFTE#% NREHIE B A B E %
THABENAFE(LERAERN
&m&%u)\%l?)%) AR R ER

B # ?7} HAFEBRONEIFINE

e FIRAFEFEHUNEZRRMS
MEAREERAERRBZRECK
KAB)METZFE

o FE2RATEFERAFIRAME
NOZEESXBBEZAERE A
HiE(EREE(ANER) LA
(BIRERMESR) RET 2 E
IS4

e FEIRATVEMEREBERALF
ERABEMGRBEZEEXER
BaABBIABREH ARIE)
ZIEERMAmET ZFE -

UTEAR-_ZE-—R"RENA=1THAE "
;ﬁ—ﬂiﬂ—_ﬂz—%—ﬁﬁﬁﬂﬁ%ﬁﬁ
ZEEWARE:

Significant Relationship of unobservable
unobservable inputs  inputs to fair value
EXFABRE TABRRGAHE

BARE HATEZBE

Volatility The higher the volatility, the
higher the fair value, vice
versa.

IR REMtEE A TE

BE RZTA -

PHEEZRRERERAT —F-—AFHHRE
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Notes to the Condensed Consolidated Financial Statements (continued)

GEE!

ARA MR M ()

For the six months ended 30 June 2016 #Z —Z— NFNA=+HILNEA

25.

FAIR VALUE MEASUREMENTS OF
FINANCIAL INSTRUMENTS (continued)

Fair value of the Group’s financial liabilities that
are measured at fair value of a recurring basis
(Continued)

The Directors consider that the carrying amounts of financial assets and
financial liabilities recorded at amortised cost in the condensed
consolidated financial statements approximate to their fair values.

Other price risk

For the period ended 30 June 2016, the Group is required to estimate
the fair value of the derivative financial liabilities embedded in the
convertible bonds with changes in fair value to be recognised in profit
or loss. The fair value will be affected either positively or negatively,
amongst others, by the changes in the share price of the Company. The
fair value of the derivative financial liabilities of the convertible bonds as
at 30 June 2016 will be increased by approximately RMB2 million (31
December 2015: RMB9 million)/decreased by approximately RMBO0.5
million (31 December 2015: RMB5 million) if the share price is 30%
higher/lower and all other input variables of the valuation model were
held constant.

A significant unobservable input for the valuation is the volatility used
to determine the fair value. Carrying amount of the derivative financial
liabilities of the convertible bonds as at 30 June 2016 would be
increased by approximately RMBO.5 million (31 December 2015: RMB3
million )/decreased by approximately RMB0.3 million (31 December
2015: RMB3 million) when the volatility increased/decreased by 10%.

In the opinion of the Directors, the sensitivity analysis above is
unrepresentative of the inherent price risk and volatility as the pricing
model used in the valuation of the derivative financial liability involves
multiple variables and certain variables are interdependent.
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Notes to the Condensed Consolidated Financial Statements (continued)

B AR 4R A B 75 R R P o ()

For the six months ended 30 June 2016 &Z —ZT—NFA=+HIFNEA

26. RELATED PARTY DISCLOSURES

()

(i)

Related party transactions

During the Reporting Period, the Group paid rentals of
RMB48,000 (six months ended 30 June 2015: RMB48,000) to
certain companies controlled by Mr. Liu Kaijin (“Mr. Liu”), the
chief executive officer, joint chairman and the ultimate controlling
shareholder of the Company, in respect of office premises.

In addition, the Group received other advances from, and made
repayments to, Mr. Liu during the six months ended 30 June
2016 and 2015. As at 30 June 2016, the amount due to Mr. Liu
was RMB18,674,000 (31 December 2015: RMB17,806,000).

Pledge of assets and guarantees in support
of the Group’s borrowings

As at 30 June 2016 and 31 December 2015, other than pledge
of assets of the Group, the Group’s bank borrowings were also
supported by:

(@)  corporate guarantee given by Xiangyu PRC;

(b)  personal guarantees provided by Mr. Liu and Ms. Zhou
Shuhua, a director of the Company; and

(0 two properties owned by certain non-controlling
shareholders of the Company’s subsidiary.

In addition, as at 30 June 2016, the Group’s bank borrowings to
the extent of RMB133.0 million (31 December 2015: RMB9.8
million) was partially supported by a property owned by a
company in which Mr. Liu has beneficial interest.

26. BEE R E

()

(i)

PEEZRRERERA A

BELIRS

RmEHE  AEBRBARQAT
RAEE  BREERREERRKRR
BIFEEE(THEEDESN 2B
FRABBAEZTWESHEE A
RH¥48,000c (B ZE=ZZT —HFE R
R=+HI1EA : AR¥®48,000
JT) °

o HEZE-—RER=ZFT—1
FRAZ=Z+THIEAER  AEBE#E
EREZEEZEMBARAEE R
BlEAEERERE R —NEN
A=+H BENH2IEEREAA
K #18,674,000;c( = F — A F +
—“A=+—H: AR ¥17,806,000
JT) °

RXFBAEEEEFEED
EERARER

RZE—ARERNA=Z1THEZZE
—RAF+-_A=1+—H BRAEEH
EEBEENIN NE@MBITHEE
M TS ERE:

@ AFTHEELODAER:

b) BEERARBERERE
TR EAER: K&

(@ ARBEMBRAETIEER
BREENMIEYE

o R=ZFE—ARFXA=+H"
N B B E A R # 133,000,000
(ZE2E—RE+ZA=+—8: A
R 9,800,0007T) KR 1T & & « &P
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Notes to the Condensed Consolidated Financial Statements (continued)
AR 4R & B B R R Y 5 (48D
For the six months ended 30 June 2016 EZ - —<FNA=+tHI~EA

26. RELATED PARTY DISCLOSURES (continued)  26. BB E 75 I & (&)

(iii) Compensation of key management (i) T EEBEEXERE
personnel
Details of the emoluments paid or payable to the Directors and EWMEHB DM EMNES KA
the chief executive of the Company during each period are as RAFEBTBHAENMEFRER
follows: I

Six months ended 30 June

BEANA=THILEAEA

2016 2015
—E—XREF —E—hF
RMB’000 RMB’000
AR®T T ARBT T
(Unaudited) (Unaudited)

(REEFEX) (RRREZ)
|

Short-term benefits %2 HAtE A 1,050 1,270
Post-employment benefits B2 4 A — 6
1,050 1,276
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