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“ Articles”

[ 48 A

“ Audit Committee”
[BRZEEE]

“Board”

-3 4

“Bonds”’

[fE 2]

“Bondholder”/“CITIC”
[E%EEALTCTIC]

“CG Code”
[EER<TH]

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

“Contractual Arrangements”

[EH R

“Director(s)”

[E=%]

llGrou P”

(&@E] T4H%E]

IIHK$II
[T

the arficles of association of the Company

ARREBEEIRAA

the audit committee of the Board

ExgELEEBE

the board of Directors

EE

the three per cent convertible bonds in the aggregate principal amounts of HK$243
million due 2016 issued by the Company under the subscription agreement dated 28
October 2013 entered info between the Company and the Bondholder
RRARBRBEESAKBEAR S —=FTA -+ N\HIIUHNRBHRREETE
©HRFE /243,000,000 TR ZE - REFHHN=ZEARRES

CITIC Capital China Access Fund Limited

the code provisions as confained in “Corporate Governance Code and Corporate
Governance Report” sef ouf in Appendix 14 fo the Listing Rules (as amended from time
fo fime], which are adopted [with modification) by the Board as its corporate
govemnance code

ETRBIM S+ A E A X ER TR RO EERRE] AT TAIEX
(EARER]) EFSEMINETRAER/RELEERTA

China Dredging Environment Protection Holdings Limited
hREGARRRERER A A

a series of contracts, brief details of which are set out in note 41 to the consolidated
financial statements in this annual report, pursuant fo which all economic benefits and
risks arising from the business of Jiangsu Xingyu are fransferred to Xiangyu PRC
—RINAH BHERAFREAVBHRERMEL - B THEFT O ERS
EEN KBNS REARIEBRERNTH

director(s| of the Company
KANBES

the Company and its subsidiaries

ZAN/NETD SR DESNC]

Hong Kong dollars, the lawful currency of Hong Kong

B BRBEEER
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“Jiangsu Jiaolong”

[T % & 5E

“Jiangsu Xingyu”/

“PRC Operational Entity”
CI#EF]

[TEREERE

“Listing Rules”

[EmR A

“Model Code”
[Z2E<r8 ]

“Mr. Liv”

[8l5%4£]

“Ms. Zhou”
(A&t

“Nomination Committee”

REEEE

IIPRCII
e |

“Remuneration Committee”

(FHEES

IIRMBII
TAR®]

“Reporting Period”/“Review Period”

(& m] TEREA[E]

IISFOII
RERAERM

Jiangsu Jicolong  Salvage Harbour Engineering Co. Llid.*, a nonwholly owned
subsidiary of the Company
THBREITHMBIIERRAR AR —HHEZ2EWNBE QA

Jiangsu Xingyu Holdings Group limited* (formerly known as Jiangsu Xingyu Port
Construction Company Limited*), a wholly-owned subsidiary of the Company
TEETEREEAREAR (M IFETEZERAR) A2 —H2E
LIN=EING

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

B FrE 5 £ R (B ER])

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

ERRANKE TSN ETBRTAZESTETESFRINRET(ETEE
B

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

ITRRATEFIFRERE(RARLTZER)

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

HITEZARELT (RBIKEZRE)

the nomination committee of the Board

E=gRA%8g

the People’s Republic of China
hEARAMRA

the remuneration committee of the Board

ExevMzES

Renminbi, the lawful currency of the PRC

ARE PEEEEX

for the year ended 31 December 2019
BEZT - NFT+ZA=1+—HLEHFE

the Securities and Futures Ordinance (Cap 571 of the laws of Hong Kong) [as
amended from time fo time)

BREEPES7 BB Z BB (B TEERT)
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“Shareholder(s)”
N

“Share(s)”

N:&

“Share Option Scheme”

8RR RE T 81

“Stock Exchange”

['B# 3 T

“Xiangyu Environment
Protection”

(AFRR]

“Xiangyu PRC”
(AFhE]

* For identification purpose only

shareholder(s) of the Company
ARAER

ordinary share(s) of the Company
RRRZEBR

the share option scheme of the Company approved by Shareholders on 24 May 2011
BRR-ZZE-——FO A - +HBHEZ R BEREE

The Stock Exchange of Hong Kong Limited
ERBMARZMERAA

Jiangsu Xiangyu Environment Protection Equipment Company Limited*, a wholly-owned
subsidiary of the Company
THATRARBERRR  ARA-—H2EMER A

Jiangsu Xiangyu Port Constructing Project Administration Co. lid.*, a wholly-owned
subsidiary of the Company
AHEANFERIREEERAR ARF—H2EMB QA

*OEREE
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The following is a summary of the published results and assets and

MTAAEERNBERABRMRFEFENES AMEBAR

liabilities of the Group for the past five financial years. BEMBEBRE -
Results E
Year ended 31 December
BEZE+=-BA=1+—BLEE
2019 2018 2017 2016 2015
—E-hE | ZE-NF ZZT—+tF ZE—RF ZT—8EF
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR | ARETT AR®TRT ARBTIT ARETT
(audited) (audited) (audited) (audited) (audited)
(RER) (' %) (' %) (' %) (' %)
Revenue I 25 442,368 618,833 650,924 667,154 700,996
(Loss)/profit before ax BrELAT (BB,
il (411,355) (232,345) 111,234 122,220 (237,333)
Income tax (expense| credit R (Ax) iK% (110,673) (22,150) (39,030) (46,970) 46,822
Net (loss)/profit (F51B) &= F)FE (522,028) (254,495) 72,204 75,250 (190,511)
Net (loss)/profit atiributable to: A~ A 4 f& 15 (&5
18),/ & %%
Owners of the company KAREA A (517,586) (258,647) 71,040 68,794 (197,864)
Non-controlling interests I 12 AR 1 = (4,442) 4,152 1,164 6,456 7,353
(522,028) (254,495) 72,204 75,250 (190,511)
Assets and Liabilities EERAE
31 December
R+=—A=+-—H
2019 2018 2017 2016 2015
—E-hF | ZE-N\F ZT—+tF —ZE—RF ZT—RF
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR | ARBTT ARBTT AR®TT AR®TET
(audited) (audited) (audited) (audited) (audited)
(RER) (%) (&%) (EEZ) (&%)
Non-current assets ErREBEE 1,970,896 2,172,683 2,275,052 2,441,565 2,492,129
Current assets ENEE 876,272 1,176,404 1,312,737 1,389,083 1,385,034
Current liabilities mEAaE (1,159,452) (1,145,461] (1,134,800] (1,445,784] (1,601,679
Non-current liabilities EREBERE (124,542) (115,000) (115,739) (115,362) (152,067)
Net assets BEFE 1,563,174 2,088,626 2,337,250 2,209,502 2,123,417
08  China Dredging Environment Protection Holdings Limited s EIF A BIRIZA IR A 7
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Statement of Financial Position of the KD BB AR R =’
Company

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

Reporting Period is as follows:

2019 2018
—2-—hE | —B-N\F
RMB’000 RMB'000

ARBTR ARETT

ASSETS BE
Unlisted investments in subsidiaries RB AR ZIELEMIEE 259,214 259,214
Amounts due from subsidiaries JiE U BfY /B R B Y 3R 1B 436,964 951,438
Bank balances and cash RITEBR IR 128 127
696,306 1,210,779
LIABILITIES 8E&
Other payables H b & 5 FRIE 3,709 4,125
Amounts due fo Directors JENEERIA 5,450 14,547
Bonds payable [ ES 286,804 254,916
295,963 273,588
TOTAL ASSETS LESS TOTAL LIABILITIES BEERBERE 400,343 Q37,191
CAPITAL AND RESERVES EXRREE
Share capital % A 150,365 149,577
Reserves [note) 15 (0 at) 249,978 787,614
TOTAL EQUITY ERER 400,343 937,191
Note: Hiat -
Reserves of the Company R R R
Share
Share option Other Accumulated
premium reserve reserve losses Total
BOHE BRERES Hib ks E-5d F Mt
RMB'000 RMB'000 RMB'000 RMB'000 RMB’'000

ARBTET ARBTRT ARE®TRE ARBTEIZ AR¥TR

At 1 January 2018 RZZE—N&E—HA—H 922,980 — 165,238 [256,950) 831,268
Equity-sefled share-based payments VA4 25 45 B 0 B 00 15 30 - 2,752 - - 2,752
Loss for the year FREE - - - [51,624) (51,624
Placing of shares f& 1D B & 5218 — - — 5218
At 31 December 2018 RZZE-—N\E+ZA=+—H (28,198 2,752 165,238 (308,574 787,614
Loss for the year FREE — — — (537,880) (537,880)
Exercise of share opfions 1710 B S A 523 (279) - - 244
Share option lapsed R R W - [2,473) - 2,473 -
At 31 December 2019 RZE—hE+=—A=+—8 928,721 — 165,238 (843,981) 249,978

Annual Report 2019 —2—h5F5H 09
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The following sefs out the corporate structure of the Group as at 31 TEIWNRAEBR - ZE—NhF+_A=+—HHLZE
December 2019: A

China Dredging Environment
Protection Holdings Limited
(incorporated in the Cayman Islands)
FERLRRERERAR
(RPASEBEMAR L)

VIE Contractual
Arrangements

Notes: H ot

1. Mr. Liu and Ms. Zhou are the registered holders of the registered capital in 1. BrEERALt RIGEAFEMELANTTHEA
Jiangsu Xingyu, and Ms. Zhou holds all her equity interest in Jiangsu Xingyu FALZTERBAENEEAREENTHRETHOM
as trustee for Mr. Liu. B -

2. On 19 Apiil 2011, Jiangsu Xingyu, Xiangyu PRC, Mr. liv and Ms. Zhou 2. RZF-—FEATAR IHEF HFHE- K

entered info the Contractual Arrangements, pursuant to which all economic EREALLTAIVAENGH Rt THRAFEHELE
benefits and risks arising from the business of Jiangsu Xingyu are transferred BRI AAEE R S KRR ER T AT

to Xiangyu PRC.

For identification purpose only * 12 ¢35y
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Chairman’s Statement
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Chairman’s Statement (Continued)
FREHE (8

To Shareholders:

In 2019, the continuously softened economic growth in the mainland
China, the weakened Renminbi and the China-US trade war increased
the downside risks of the economy, which created unfavourable market
environment. Furthermore, the increasingly keen competition within the

dredging industry imposed immense pressure over the Group's operation.

For the financial year 2019, the Group recorded a fotal revenue of
approximately RMB442.4 million, representing a decrease of about
28.5% as compared with the fotal revenue of approximately RMB618.8
million for the financial year 2018. Additionally, the recognition of the
allowance for expected credit losses of RMB333.7 million by the Group
led to a loss of approximately RMB522.0 million for this financial year.

Due fo the impact of the changes in the macroeconomic situation, the
dredging industry faced o difficult business environment in 2019.
Nevertheless, we are still optimistic about the prospects as we will benefit
from the support under such strategies in the mainland China as “One
Belt One Road”. The Group is actively expanding its business fo overseas
markets in Southeast Asian countries. In 2019, the Group undertook
several dredging projects in Bangladesh, Cambodia and Thailand. We
hope fo get more overseas projects in the coming year. On the other
hand, with continuous advancement of environmental protection business
technology, various large environmental protection dredging projects are
still being followed. As the wind power business is in full swing in Ching,
the Group will continue to actfively participate in more wind power
consiruction projects fo expand the room for the development for the other
marine business, thereby laying a solid foundation for subsequent

development for the Group.

The Group expects that the year 2020 will still be a challenging year.
Due fo the outbreak of coronavirus, it is expected that the domestic and
overseas economic growths are facing enormous challenge. As a result,
the commencement of certain construction projects will be delayed, or
even the demand for such construction projects will be diminished.
However, we will continue fo implement a conservative approach to
select and grasp opportunities cautiously while expanding our current
businesses. Meanwhile, we will make great efforts to confinue to seek

feasible fundraising plans to redeem the Bonds.

HEBRR

E_Z-NF BAKLEBEREREENE ARBEE
K3 URHEBEZE BN TEBETITRAR &KX
AT HERE  MERENZEZFHBHR REAE
EREETRNENES -

RZZF-NFUBRFE AREHESFEREHDARKE
442,400,000t BT - N\FHBEFEHFHAR
# 618,800,000 7T H) 42 W 25 T P& 28.5% LA R MR TE
HEEEEBMEB ARK333,7000007T - € RNEEXR
FEEBELHARY522,000,0007T

XEBRBEBELOTE — - NFHREATEN
KRERFEWNEE - AT AEBHASNALEBRE
FERMARERBEAN—F—RKIKE EBEEHRR
MDZEBEIME AKRER-_F-AFREMA -
RHE FERRZERLZER AHFENARK—F
EEFMEZBITREEB - Z—TH BERREE
RO FELEY  ZERARREVEAEBDEREES
hoRFRAE IRAEEEEEARERR  ~EE B
BERGFN2ETZRAELZENERIR  BRHE
MEBEEBNEREZM REENREEZRETRE
ROERE -

BHERA-—F_FTFOR/TMABN—F AXHE
BERRESREZE BRIKEERBEMKEEEE
RH)PEB - ATRESI BB B ITIRABNEERA &2
BMOBTRRERNZE R - ERMEEEERZERTS
MR REEZNLESBHE REEERRA
AMER REEERRATOBRELNR  UWERE
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As a professional dredging service provider with years of experience and
as a frontrunner with a large pool of quality clients and an excellent
reputation in the industry, regardless of foughness of challenges, the
Group will adhere fo the traditional dredging business and environmental
profection dredging business, our two principal businesses, stay loyal fo
our clients to provide them with quality service and generate returns for
our Shareholders.

Liv Kaijin
Chairman and Executive Director

29 April 2020

Chairman’s Statement (Continued)
FREHE (@8

AEBEELS—HEAAZFERNBEXRERFREHR
FMMER-—ERERZEBERFPNBFREORN
TEHER BERUEBNFRE RMSHRETE
MEAMBRREZREMANELER  SREMANE
FHAEPRUEFEENRY UASKRERAIED R -

TERBTEF
2B &

—E-FTFWMA -+ NH
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Management Discussion
and Analysis
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Overview

The Group is primarily engaged in dredging business, which can be
divided info three main operating and reporiable segments, namely, (i)
capital and reclamation dredging business (the “CRD Business”); |ii)
environmental protection dredging and water management business (the
"EPD and Water Management Business”]; and [iii) other works operated
in marine sites such as hoisting wind power equipment, installing major
parts of docks and bridges, as well as laying underwater pipelines and
salvaging (the "Other Marine Business”). In addition, the Group engaged
in property management business (the “Property Management Business”)
in respect of managing Easyhome Yancheng Shopping Mall.

Financial Review

Revenue

During the Reporting Period, the Group recorded a subsfantial decrease
by about 28.5% in total revenue from approximately RMB618.8 million
for the year ended 31 December 2018 fo approximately RMB442.4

million.

As regards the CRD Business segment, revenue of approximately
RMB145.0 million was recorded for the Reporting Period, which
decreased by about 12.6% when compared to that for the year ended
31 December 2018. The decrease in revenue was primarily due to the
Group's proactive development of overseas market, resulting in more
preparafory works including the arrangement of initial vessel dispatch
and installation of pipelines, which required a longer preparatory period
and made the production capacity difficult to be unleased in short ferm.
As a result, the revenue in that segment decreased.

Revenue of approximately RMB47.9 million was recorded for the EPD
and Water Management Business segment, representing a substantial
decrease of about 58.6% from its corresponding segment revenue for the
year ended 31 December 2018. The decrease was caused by the
undesirable works progress of certain environmental protection dredging
projects as their actual progresses depended on the collaboration with

the local governments.

mE

AEBEIBRINAERT HENEEI D /=@
TBELEREHROM MOERREBREEH(E
BRBEBREERD  (VRARMERKBEREER
(REREERKBERERD  (i)E LBENEM
TR WMRANZEREHR BENMBRERAMHL
E OKTESBRRITBIRTEMEEERKD - 1k
S AEEREREAZREREMSENMEER
EB(MEEREK] -

MO R

i

RBEHHE AEBEBS 28 K= KB T &K
HHEZZ - \F+ZA=ZFT—BLEFENY
A K %¥618,800,0007T & 4> £9285% % #) A K ¥
442,400,000 7T °

K

RRERE EERBEEREEB D BHBWRBIHA
R #145,000,000t REEZE—_ZE - N\E+_A=1+—
BIEFEEHRZRLL126%  WHERPETERHRA
NEBEREGBAESIITS  ATEAMMAAENEBERR
SEGBETERSZ EHBHOR  EREEBAREN
B BHZEEDBELRATRE -

REREZRKBEEBEB I DESBUEZHOARE
47,900,000t BEE-_T - N\F+_A=+—HI
FEHE D 50Uz A& R 2 #958.6% + W a Rl A = i
RETERROZEHEHEEBREDLRINES &
PR M S R AN AR TR ©
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Financial Review (Continued)

Revenue (Continued)

Revenue for the Other Marine Business was approximately RMB241.7
million, representing a decrease of 26.2% as compared with the
corresponding period of 2018. The decrease in revenue was mainly due

to the keen competition within the wind power industry.

Revenue for the Property Management Business segment for the Reporting
Period was approximately RMB7Z.7 million, which decreased by about
20.7% from RMB®.8 million for the year ended 31 December 2018.

Operating Cost and Gross Profit

The Group's operating cost decreased from approximately RMB497.1
million for the year ended 31 December 2018 to approximately
RMB391.0 million during the Reporting Period, representing a decrease
of about 21.3%. The decrease was primarily due to the drop of the
business volume along with the decrease in overall revenue.

The Group recorded a gross profit of approximately RMB5 1.4 million
during the Reporting Period, representing a decrease of about 57.8% as
compared with approximately RMB121.7 million for the year ended 31
December 2018. Gross profit margin significantly dropped from 19.7%
for the year ended 31 December 2018 to 11.6% for the Reporting
Period. On the one hand, the keen competition of marine wind power
industry caused the income from the Other Marine Business fo decrease,
and the adoption of a prudent operafion strategy also resulted in a
decrease in the income from the CRD Business and the EPD and Water
Management Business. On the other hand, the operating costs increased
because of the higher upfront cost of newly developed overseas
reclamation dredging projects, a corresponding rise in operating cost for
the newly devised wind power projects of the Other Marine Business as
well as substantial fixed cosfs such as depreciation of assets and
mainfenance of equipment did not change proportionately. The drop in
gross profit margin was collectively influenced by these two aspects.

Bt 7% 5] B8 (a)

U &= (@)

E )8 EEBFES WSO AR 241,700,000 7T @ 8 =
T NFRERMAD262%  WHEERARNEENT
ERFNE - BEEEWRAR DT -

RNEEHENMEETREE > BREHDARE
7,700,000t REE-—ZT—N\F+-_A=+—HILF
E 8 AR #9,800,000 7T 4 4920.7% °

EEAANRER

AEBNEERARBEE_T—\F+=-_A=+—H
I EE R AR 497,100,0007C T 4213% E @R &
HIRI A 49 A R #391,000,0007C » DEZHREBER
DFTE -

N6 R IR B 8% 15 E R 49 A R 85 51,400,000 7T
BRHE_Z-N\E+-_A=+—HILFENHAR
#121,700,0007C8 L 4957.8% * EFEHEE T —
NF+ZA=Z+—BILWI97%BEZETKEHRE HM
M11.6% - —FE AREBLERAIBETERFNE
EHHEMBEEBEZRARLD  BENLEREKY
BEARBEIRAEBRNRREERKEERER
WEZHR AL B—HE - EBEEE N T 128 B a0 8
FRAS IGO0 - %7 B4R A9 R EE TE B 18 0 A8 FE A IE E R AN
LREENE REHEESKEBTRA  TERL
PlEgh - EMATEERFEERAEEEEEFN R
TFF -
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Financial Review (Continued)

Operating Cost and Gross Profit (Continued)

Gross profit margin for the CRD Business segment decreased from about
21.5% for the year ended 31 December 2018 fo about =10.7% for the
Reporting Period, which was mainly due to the comparatively larger
initial investment costs and the longer preparatory period for the overseas
projects while the production capacity has nof yet unleased, resulting in
the decline in the revenue and gross profit margin for this business

segment.

Gross profit margin for the EPD and Water Management Business
segment was about 34.0% for the Reporting Period, representing an
increase of 5.1 percenfage points as compared to about 28.9% for the

year ended 31 December 2018.

During the Reporting Period, the gross profit margin for the Group's Other
Marine Business segment has slightly increased because of the decrease
in the relevant sub-contracting expenses.

Other Income

Other income decreased by about 75.8% to approximately RMB1.3
million during the Reporting Period as compared with the year ended 31
December 2018, primarily coused by the decreases in inferest income
from certain trade receivables and government financial incentive during

the Reporting Period.

Expected Credit Loss Allowance

As a further prudent measure in managing the trade receivables and the
confract assefs, the Company appointed an independent external
professional valuer to make an independent valuation and based on their
suggestion to recognise the allowance for expected credit losses on trade
receivables, prepayment and the contract assets of about RMB333.7
million in total for the Reporting Period (2018: RMB246.1 million).
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Financial Review (Continued)

Marketing and Promotion Expenses

Markefing ond promofion expenses for the Reporting Period was
approximately RMB7.7 million, representing a decrease of about 33.3%
as compared with approximately RMB1 1.5 million for the year ended
31 December 2018, which was mainly attributable fo the saving in the

relevant marketing and promotion expenses.

Administrative Expenses

Administrative expenses for the Reporting Period amounted to
approximately RMBOS5.7 million, representing an increase of about
26.2% from RMB52.1 million for the year ended 31 December 2018.
This was mainly due to the turning the depreciation charge of certain
dredgers forming part of the operating costs for previous years fo become
the administrative expenses for this year resulting from no utilisation of
certain dredgers in the year and the provision for the estimated loss in
relation to a lawsuit about debts transfer in the mainland China.

Foreign Exchange Difference

Due to the fluctuation in the foreign exchange rate during the Reporting
Period, part of the Group's bank borrowings and bank deposits were
denominated in United States dollars and Hong Kong dollars. The foreign
exchange loss of approximately RMB5.8 million was recognised in the

Reporting Period (31 December 2018: approximately RMB14.7 million).

Finance Costs

Finance costs for the Reporting Period amounted to approximately
RMB45.0 million, which decreased by about 14.2% when compared to

that for the corresponding period last year.

Income Tax Expense

Income tax expense increased from approximately RMB22.2 million for
the year ended 31 December 2018 to approximately RMB110.7 million
for the Reporting Period.
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Financial Review (Continued)

Loss for the Year

Influenced by the above factors as a whole, the net loss for the Reporting
Period was approximately RMB522.0 million as compared fo a nef loss
of approximately RMB254.5 million for the year ended 31 December
2018.

Loss Per Share

loss per share for the Reporting Period was RMBO0.292 per share as
compared fo loss per share of RMBO.170 per share in the year ended
31 December 2018.

Financial Management Policies

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

performance in full measure.

As most of the Group's Troding fransactions, monetfary assefs and
liabilities are denominated mainly in Renminbi, which is the Group's
functional and reporting currency, and save for the Bonds and certain
bank borrowings and deposits denominated in United States dollars and
Hong Kong dollars, the foreign exchange loss recognised during the
Reporting Period was approximately RMB5.8 million (31 December
2018: approximately RMB14.7 million). The Group is giving full
affention to respond fo the related foreign exchange rafe risks.

As current inferest rates stay at relafively low levels, the Group has not
enfered info any interest rate hedging contracts or any other inferest rafe
related derivative financial instruments. Nonetheless, the Group will

continue fo closely monitor its related inferest rate exposure.
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Financial Review (Continued)

Financial Position

As at 31 December 2019, the fotal equity of the Group amounted tfo
approximately RMB1,563.2 million (31 December 2018: approximately
RMB2,088.6 million). The decrease in total equity was mainly
affributable to the recognition of the expected credit loss allowance for

the Reporting Period.

The Group's net current liabilities as at 31 December 2019 amounted to
approximately RMB283.2 million (31 December 2018: nef current
assets of approximately RMB30.9 million). The current ratio, which is
calculated by dividing current assets by current liabilities, was 0.76 as at
31 December 2019 (31 December 2018: 1.03).

Liquidity and Financial Resources

The Group adopts prudent cash and financial management policies. In
order fo achieve better cost control and reduce capital cost, the Group's
freasury activities are centralised and cash is generally deposited with

banks and denominated mostly in Renminbi and Hong Kong dollars.

Included in current assets were cash and various bank deposits which
was about RMB12.6 million in total as at 31 December 2019,
representing a decrease by about 74.0% as compared with that of
approximately RMB48.4 million as at 31 December 2018.

The Group's trade receivables as af 31 December 2019 amounted o
approximately RMBZ77.6 million {2018: approximately RMB1,035.7
million|, representing a decrease by 24.9% for the corresponding period
of the preceding year.

As at 31 December 2019, tofal liabilities of the Group amounted to
approximately RMB1,284.0 million (31 December 2018: RMB1,260.5
million). The Group's gearing rafio (calculated by interest bearing
instruments (including bank borrowings, other borowings and bonds
payable) divided by tofal equity) increased to 43.2% (2018: 32.0%).
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Financial Review (Continued)

Capital Structure of the Group

Capital structure of the Group consists of debts, which include amounts
due to non-controlling shareholders of a subsidiary, bank borrowings,
other borrowings and bonds payable and equity reserves affributable to
owners of the Company, comprising issued share capifal and various

reserves.

The Directors review the capital sftructure 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 Direcfors, the Group will balance its overall capital structure through
new share issues and share buybacks as well as the issue of new debits

or the redemption of exisfing debts.

Charge over Assets of the Group

As at 31 December 2019, the Group's bank borrowings were secured
by charges over certain dredgers and land owned by the Group, a
property owned by a company in which Mr. Liu has beneficial interest
and personal guarantees by Mr. Liv and Ms. Zhou. There were also
infragroup charges between two of the Company's wholly-owned
subsidiaries as a result of the contractual arrangements, pursuant fo which
all economic benefits and risks arising from the business of Jiangsu Xingyu
have been transferred to Xiangyu PRC.

The Group pledged over a dredger, an industrial premise located in
Jiangsu Province, the PRC and a residential property located in Shandong
Province, the PRC in favour of the Bondholder and/or its offiliates.

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

Capital Commitments and Contingent Liabilities

As at 31 December 2019, the Group had capital commitments of
approximately RMB66.2 million (31 December 2018: approximately
RMB67.2 million), which mainly included the construction cost of the
hotel.

As at 31 December 2019, the Group did not have any material
contingent liabilities {31 December 2018: nil).
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Business Review

The Group recorded an operafing revenue of approximately RMB442.4
million and gross profit of approximately RMB51.4 million, representing
a decrease of 28.5% and 57.8% respectively for the cormesponding
period of the preceding year. The decrease in operafing revenue
primarily resulted from the slowdown of the implementation of the
construction projects in dredging industry in the mainland China and the
drop in number of new contracted construction projects as the Group
implemented a more robust and prudent policy in selecting new projects
in recent years by taking info consideration the control of the operational
risks and the collection of receivables on time. Despite a drop in revenue,
substantial costs such as depreciation of assefs and maintenance of
equipment did not change proportionately, which led fo a decrease in

gross profit.

The CRD Business is the Group's core business. Owing to the stepping
up impact of environmental protection policies in recent years,
reclamation has been strictly regulated in the mainland China. Red lines
are drawn for marine ecological protection together with the natural
coastlines property rights and use confrols in several coastal provinces,
which have had a significant impact on reclamation dredging business.
During the Reporting Period, the Group continuously explored overseas
markefs and actively undertaken several dredging projects in Bangladesh,
Cambodia and Thailand. The decreased revenue generated by such
business segment was atfributable to the comparatively higher inifial
investment costs for the expansion of these overseas projects while the
production capacity has not yet been unleased, which led to the decline
in revenue and gross profit margin of this business segment. Meanwhile,
owing fo the greater variations in the volatility of new project consfruction
conditions and the greater uncertainty in collection of receivables in the
industry, the Group adopts a robust and prudent operating strafegy fo
ensure an effective control of various possible operational risks as well as

to speed up the collection of receivables.

The Group develops and expands the EPD and Water Management
Business segment proactively. The Group recorded a decrease in revenue
during the Reporting Period, which was attributable to the slow progress

in implementing certain environmental protection dredging projects.

Other Marine Business includes installing marine wind power equipment,
hoisting major parts of docks and bridges, laying underwater pipelines
and other works services. Due to the rapid development of the marine
wind power constructions in the mainland China, the Group will
confinuously increase its investment in the related equipment for the wind

power constructions in order fo grasp more such business opportunities.

Management Discussion

and Analysis (Continued)
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Business Review (Continued)

Easyhome Yancheng Shopping Mall, located in the administrative centre
of Yandu District, Yancheng City, Jiangsu Province, the PRC and the core
area of Yancheng National Hightech Indusfrial Development Zone with
a gross floor area of 75,600 square metres, is mainly used for leasing
under the Property Management Business. The shopping mall was
positioned as a largescale shopping center with domestfic construction
materials as ifs theme, offering onestop services from fumniture,
housewares to decoration materials to customers. As for now, there are
about 100 tenants in Easyhome Yancheng Shopping Mall which include
renowned houseware brands such as Steelland, Cheers, M&Z Fumniture,
Landbond Minim and Telonang.

In addition fo the operation and lease of shopping malls, the Group also
commenced to construct a hotel located af the west of Caihong Road,
Yancheng City, Jiangsu Province, with a gross floor area of 20,000
square metres. Currently, the related construction works of the hotel has
not been completed because of the funding of the Group.

Event after End of Reporting Period

On 20 January 2020, the Company granted 17,000,000 share opfions
to an eligible participant under the Share Option Scheme. The options
will enfifle the eligible participant to subscribe for up to 17,000,000
new Shares in the share capital of the Company, representing
approximately 0.86% of all the Shares in issue as af the date of this
report.

Pursuant fo a subscription agreement dated 7 April 2020 entered info
between the Company and a subscriber, the Company issued and
allotted 191,917,000 new Shares, representing approximately 9.72%
of the issued share capifal of the Company as at the date of this annual
report, at a price of HK$0.04 per Share on 24 April 2020. The gross
proceeds of the subscription would be HK$7,676,680 (equivalent to
approximately RMB7,000,000). The net proceeds amounted fo
approximately HK$7,626,000 [equivalent to approximately
RMB6,954,000) would be used as the Group's general working capital.
For details, please refer fo the announcements of the Company dated 7

April 2020 and 24 April 2020.
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Employees and Remuneration Policy

The sustained development of our business leverages on the ongoing
contributions by our employees. The Board considers employees the
Group's most valuable wealth and is committed to improving their growth
environment, providing them competitive remuneration packages and
safeguarding their health and sofety. As at 31 December 2019, the
Group had 519 (2018: 567) employees. The total staff cost for the
Reporting Period was about RMB45.8 million (2018: RMB58.6 million).
The Group's remuneration policy is basically determined by the Directors
based on the performance of individual employees and market
condifions. In addition to salaries and discretionary bonuses, employee
benefits include pension contributions and options which may be granted

under share option scheme.

Outlook

Looking info the year of 2020, the Group will camy on with its efforts to
enhance the effecfiveness of ifs dredging business and expects fo bring
reasonable returns to the Group's shareholders through obtaining more
works confracts within and outside the mainland China by virtue of our
rich construction experience on dredging projects and good relationship
with our cusfomers.

For capital operation, based on the progress of its substantial consfruction
projects, the Group will actively identify and materialise feasible financial
plans, thus strengthening the flexibility of capital resources and enhancing
the capital structure of the Group, so as fo satisfy, support and meet the
Group's business development. Meanwhile, the Company will continue
fo seek opportunifies to raise additional funds to redeem the relevant
Bonds. When there is any material development made, the Company

will timely inform the Shareholders and potential investors.
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Directors’ and Senior Management’s Profile
EEREHREERBEN

Board of Directors

Executive Directors

Mr. Liv Kaijin, aged 59, the founder of the Group, was appointed as
a Director on 31 May 2010, was re-designed from a Direcfor to an
executive Direcfor on 24 May 2011, was re-designed from a joint
chairman to the chairman of the Board on 23 September 2016 and was
appointed as the chairman of the Nomination Committee on 8 March
2019. He was the chief executive officer of the Company for the period
from 24 May 2011 to 5 January 2017. Mr. Liu is the spouse of Ms.
Zhou, an executive Director.

Mr. liu completed his secondary education in 1977. In 2003, Mr. Liu
obtained a certificate as a senior construction engineer from the Human
Resources Bureau of Yancheng City* (E&3# 1 AZEF). As his experience
and knowledge in the PRC dredging business grew, Mr. Liu established
Jiangsu Xingyu in 2007. Mr. Liu has been working in the dredging
industry of the PRC for over 20 years.

M:r. Liu was a member of the /th session of the committee of the Chinese

People's Political Consultative Conference of Yancheng City, Jiangsu

Province™ (FEIARBUAHE @R IHEENTELEZESEZE)

Mr. liv is the chairman of Jiangsu Xingyu and Huaian Shi Xiangyu
Technology Microfinance Ud.* [EZTAFRE/NEERER AT
and the chairman and general manager of Xiangyu PRC, Jiangsu Xiangyu
Water Management Company limited*  (TERFPFKIEER AR,
Xiangyu Environment Protection, Jiangsu Fengyu Property Development
Co., lid* (TERZFEZEHFR AT, Jiangsu Xingyu Commerce Co. Lid.*
[TEREFEBEHER AR, Jiangsu Llifu Infrastructure Construction Co.,
Ud.* (L& N = EMRZREERBR AR, Jiangsu Xiangyu Environmental
Protection Industry Development lid.* (L#AFIRREZZRBR AR
["Xiangyu Environmental Profection Industry”) and Jiangsu Xingyu
Environment Protection Company Limited* (T #EFHRIRRBR AT
and has been responsible for overseeing their daily operations and
planning their business strategies. Other than the above mentioned
companies, Mr. Liu is the director of Power Wealth Group (BVI) Limited,
Xiangyu Dredging Company Limited, Ever Universe Holdings Llimited,
Power Wealth Engineering Limited and Million Able Infernational Limited.

He is also a director of Wangji Limited, being a substantial Shareholder.

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

inferests in the Company under the provisions of the SFO.
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Board of Directors (Continued)

Executive Directors (Continued)

Mr. Wu Xuze, aged 53, has been appointed as an executive Director
and the chief executive officer of the Company on 5 January 2017.

Mr. Wu graduated from the Party School of Jiangsu Committee of the
Communist Party of China* (3 T# & Z &) and obtained tertiary
education qualification in economic management. Mr. Wu has invested
in and managed various companies in the PRC and has acted as
chairman, general manager and director of those companies. He has
over 10 years of experience in invesiment management.

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

inferests in the Company under the provisions of the SFO.

Ms. Zhou Shuhua, aged 57, was appoinfed as a Director on 18
August 2010, and was re-designed as an executive Director on 24 May
2011. Ms. Zhou is mainly responsible for general administrative work of
our Group. She is the spouse of Mr. Liu, the chairman of the Board and

an executive Director.

Ms. Zhou graduated from The Correspondence Institute of the Party
School of the Central Committee of the Communist Party of China* [ #£
PR ERFIRER), the PRC in December 1999 and obtained a
graduation  certificate for undergraduate courses in administrative
management. She also obtained a graduation certificate for

undergraduate courses in broadcasting in May 2001 from Nanjing

Normal University* (& 5 A &5 A £, the PRC.

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

Jiaolong.

Please refer to the “Directors’ Report” for details of her discloseable
interests in the Company under the provisions of the SFO.

Directors’ and Senior Management’s Profile (Continued)
EERSRAEEEEN (&)

EES@m
HITESE @)

RBEBEREE 3 KRB+ ALBEZER
RAPMITEE RATHARE -

RELRERPHIHFEZER DBEBEEETHE
AREBR - REERETERSERPEAG - LHEE
ZERFEER BEEREERG HEBRTFN
BREEIREE -

BRARTRARBESRDEEORTATRE 2
i BEHAFRIEFRREIBH -

BRELZL 57 KR_ZE-—ZF/\A+/\HEZE
REEZ YR _FT-——FAA-_THOHEBEANTE
F-RAXIFRARAKREN RITERIFE - RAEX
SEEFSIRNRATESHLENES -

ALER—AANE+= A RERFEH R RER
HEBR RETREEANBE - WAR-_FT—
ERANFEERAHASRGES EHAXEAR
B -

ALt HETIHET AFRE AFRA/EERT

BERARABEERBEZFSFLMEGRIREATREZ
i F2HAFRIEEERE BN -

26 China Dredging Environment Protection Holdings Limited R EIB A IBREERAR A F



Directors’ and Senior Management’s Profile (Continued)
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Board of Directors (Continued)

Independent Non-executive Directors

Mr. Huan Xuedong, aged 69, was appointed as an independent
non-executive Direcfor on 25 April 2012. He is also the member of the

Audit Committee and the Remuneration Committee.

Mr. Huan graduated from the Correspondence Institute of the Party
School of the Central Committee of the Communist Party of China (Fr 2%
PRERKIFEERT), the PRC with a graduation certificate for
undergraduate courses in party administration. He also completed his

postgraduate sfudies in Applied Sociology in Nanjing University (B3 &k
=1

Mr. Huan has served as the Head of Bureau of Township Enferprises of
Yan Cheng City* (EESkT#F3E(%/3) and the Head of Bureau of
Woater Management of Yan Cheng City* (E&3 7K F)/3). Currently, Mr.
Huan is the chairman of the Agriculiural and Water Enterprises
Association of Yan Cheng City* (E&3k T Bk ¥ ).

Mr. Chan Ming Sun Jonathan, aged 47, was appointed as an
independent non-executive Director in 30 November 2012. He is a
member of the Remuneration Commitiee and the Nomination Committee
and the chairman of Audit committee.

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

Sprint Asset Management Limited.
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Board of Directors (Continued)

Independent Non-executive Directors (Continued)

Mr. Chan is currently an independent non-executive director of Hao Tian
Development Group Llimited [stock code: 474), Shenyang Public Utility
Holdings Company Limited (stock code: 747), Up Energy Development
Group Limited (stock code: 307) (note), Fujian Nuogi Co., lid (stock
code: 1353) and Changhong Jichua Holdings Limited (stock code:
3991) whose securities are listed on the main board of the Stock
Exchange. Mr. Chan acted as an independent non-executive director of
Far East Holdings International Limited (stock code: 36) from 14
November 2014 to 18 July 2017, whose securities are listed on the
main board of the Stock Exchange, and of Dining Concepts Holdings
Limited (currently known as Life Concepts Holdings Limited, stock code:
8056) for the period from 14 July 2016 to 12 December 2018, whose
securities are listed on the GEM of the Stock Exchange.

Note:  The appointment of Mr. Chan Ming Sun Jonathan as an independent non-
executive director of Up Energy Development Group Llimited (stock code:
307) is under dispute. For defails, please refer to such company's relevant

announcements.

Mr. Liang Zequan, aged 51, has been appointed as an
independent non-executive Director, a member of the Audit Committee,
the chairman of Remuneration Committee and a member of the
Nomination Committee on 23 September 2016.

Mr. liang has been the chairman, secrefary of the Communist Party’s
committee and the general manager of Chengnan Branch of Jiangsu
Renhe Zhongheng Consulling Group* (T &R(— AR EEAER). He is
also an independent non-executive director of Jiangsu Gaohe Intelligent
Equipment Co., lid. (stock code: 831787), a company listed on the
Shenzhen Stock Exchange. He held various positions including the
chairman, secrefary of the Communist Parly's general sub-division
committee and general manager of Chengnan Branch of Jiangsu Renhe
Zhongheng Engineering Consulting Real Estate Valuation Co., lid* ([T &k
CARPETRFAFEHEGEBR AR, the chairman of Jiangsu Renhe
Zhongheng CPA Llimited* [I#R{CARFEEHRIEEAAR AT, the
chairman of Yancheng Renhe Capital Consfruction Investment Valuation
Co., ld* (BEECREARNZRICEMBEBEBAERAF) and the vice
chairman of Yancheng Zhengdao CPA limited* (B3 IF 38 & &t E0 =75
FrAMRAR]). Mr. liang groduated from Yancheng Institute of Technology
and obtained the Industrial and Civil Building Engineering professional
qualification. He is a PRC principal senior economist with the
qualifications of PRC certified engineer, asset appraiser and real esfate
appraiser.
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Directors’ and Senior Management’s Profile (Continued)

Board of Directors (Continued)

Independent Non-executive Directors (Continued)

M. liang currently serves as the vice chairman of Jiangsu Province Real
Estate Appraisers and Agents Association* (T k& =2 (4 8 R4S 42 17
&), an expert of Jiangsu Cost Advisory Expert Committee* ([T #x4& (8
BHWEREZEE) an executive director of Registered Accountants
Association of Yancheng City, Jiangsu Province* [T & & Bk st it
M%), a special auditor of Audit Bureau of Yancheng City, Jiangsu
Province™ (JL#+& B Mzt /), the vice chairman of Junior Chamber
of Commerce of Tingfu Disfrict, Yancheng City, Jiangsu Province* (iT %%
BERTEHESFEE), o representative of the 7th Congress of the
Communist Party of China of Tingfu District, Yancheng City, Jiangsu
Province* (13T #F & BT =R BB AR, the vice chairman of
Association of Forensic Sciences of Yancheng City, Jiangsu Province* (i
BHREEW M AAETHE) and the vice chairman of Federation of
Industry and Commerce of Yancheng City, Jiangsu Province* [T #x% E&
W TRl ).

Senior Management

Mr. Xu Wenyue, aged 48, joined the Group in Ocfober 2011 and
is the chief financial officer of the Company. He is the head of
accounting department of the Group and is responsible for overseeing
the daily accounting and financial matters of the Group, both in the PRC
and Hong Kong.

Mr. Xu graduated from the profession of accounting of Nanjing Economic
Institute™ (Fg R&SEEPT) in 1999, Mr. Xu is a senior accountant in the
PRC (Bl Z 4k &5tEM) and both a member of the Chinese Institute of
Certified Public Accountants (FPEIsT € EtEM7E) ond the China
Cerfified Tax Agents Association (FrBIzEM##5EM17€). Prior fo joining
the Group, Mr. Xu worked in a listed group in Hong Kong as a financial

controller.

Ms. Ding Jiying (T# %% t), oged 45, joined the Group in
December 2011 as the internal control officer. She is responsible for

overseeing the internal control matters of the Group.

Ms. Ding passed the examinations of the PRC Accountant Examination
(Intermediate level)* (2B HE:HAIE ) and Nanjing University of
Finance and Economics* (FEREI&EAE) in 2000 and 2007,
respectively, and awarded with the Bachelor of Management. She is
qualified as a PRC Certified Accountant* (2B €A and China
Real Estate Appraisers* (2Bl 33 5 it 2= & B RD).

EEREREERE/[G N ()

_kl._ 2
1'—__7/ G
3 vy 3

EET @

BIYFHTESE@

RESREFIHAFHEMELELLCHER SR
THEEBHAERZBEGER I IHEEWMEM
MR EEREE IHEENTEARENERG
B IHtHEum=ESFRERIeR FHIH
BT EHRECEERR IHREEBRTRDEAEE
HeRERMIHEEAT IEEATE -

EREEE

BRYBEE BER R_ZEZ——F+ANEELREH-
AABARAPBHAE -BRAXEESHFLIELER
EEREBRRTEREENBESTAYBERE-

BREER—NAANEREREREEBREHBY
o REAERATASREH  PEEBEHDR
CRERTENMHBABESE - MEAEE |
S S — R B R (B A A

THBELZLT A5 RZZT——F+_ANAEXE
BRRNMERrER RAREREAKENAMESRS
"o

TREDHN —ZTZZTFR ST LFRBEEFR
SMEARERMYEREZ REEREELE
fl-mmEEEEEMEFMR2EEMEILERE
B & 1% o

Annual Report 2019 —ZE—REFHK 29



:\H X%%“»

Senior Management (Continued)

Ms. Ding has about 16 years' experience in accounting, financial and
intfernal control aspects. Prior fo joining the Group, she has worked in
certain sizeable enterprises as financial manager and also worked in the
auditing and business consulting division of a PRC accounting firm,
mainly responsible for internal control review engagements.

Mr. Yang Xianbo (#B%iK%4%), aged 55, joined the Group as
general manager of Jiangsu Xingyu in November 2012 and is
responsible for overseeing the Group's dredging operations.

Mr. Yang has more than 20 years of experience in the dredging industry.
Mr. Yang has been responsible for the development, implementation and
management of a number of nafional key dredging projects and he is
highly renowned in the dredging industry. Prior fo joining Jiangsu Xingyu,
Mr. Yang was appointed as the deputy director of Changjiang Wuhan
Waterway Engineering Company* (RIHZMETIRRZBEIEE), o
sizeable state-owned dredging enterprise under the Ministry of Transport (32
BIEHEL). He was awarded with the Certificate of Senior Engineer in
(B TRESMIEA) by the Ministry of
Communication (3238%8) (now known as the Ministry of Transport (323
iE#5E0)) in 2006 and the Certificate of Registration of Constructor of First
Class* [—#R23&Em) by the Ministry of Construction (3% #f) in 2008.

waterways engineering™®

Mr. Wang Julin (E3M5%4E), aged 68, joined the Group as the
chief engineer in August 2010, and is responsible for the management
of the engineering department of Jiangsu Xingyu. Mr. Wang studied the
profession of ports and waterways at Hohai University (A8 A Z3) of the
PRC (formerly known as East China Technical University of Water
Resources [EEER/KFIERR)) from 1974 to 1978. He was awarded the
Certificate of Senior Engineer in waterways engineering by the Ministry
of Communications (338 p) (now known as the Ministry of Transport (32
BEH L) in 1998 and was awarded the Certificate of Registration of
Constructor of First Class by the Ministry of Construction (Ez%3F) in
2008.

Mr. Wang has over 30 years of experience in the implementation,
management and administration of waterways engineering. Before
joining the Group, he worked for the engineering department of
Changjiang Wuhan Waterway Engineering Company* (KT H /ZMiE
T#2E) for about 15 years and has held the positions of officer and
project manager. He has been responsible for sizeable dredging projects
in the PRC. Thereafter, Mr. Wang worked in a subsidiary under
Changjiang Wuhan Waterway Engineering Company* (K)TH ZMiE
THR) as a manager for about three years. In 1996, Mr. Wang re-
joined Changjiang Wuhan Waterway Engineering Company for about
eight years and has held the positions of deputy chief and chief of the
engineering and business depariment and deputy chief engineer (consfructor
of first class). He has been responsible for the inspection, negotiation and
overseeing of various projects and entering into of relevant contracts.
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Corporate Governance Report

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

Corporate Governance Code

The Group's corporate governance framework bases on two main
beliefs:

e We are well-committed fo maintaining good corporate governance

practices and procedures; and

e We recognise the need to adopt practices that improve ourselves
continuously for a quality management.

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

Model Code for Directors’ Securities
Transactions

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

Directors throughout the Review Period.

Constitutional Documents

No amendment to the memorandum and articles of association of the

Company was made during the Review Period.
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Board of Directors

Board Composition

As at the date of this annual report, the Board comprises three executive
Direcfors and three independent non-executive Direcfors.

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

up fo date of this annual report are as follows:

Executive Directors:

M. Liv Kaijin

Mr. Wu Bin (resigned on 31 March 2020)
Mr. Wu Xuze

Ms. Zhou Shuhua

Non-executive Director:
Mr. Liu longhua (resigned on 8 March 2019)

Independent non-executive Directors:
Mr. Huan Xuedong

Mr. Chan Ming Sun Jonathan

M. liang Zequan

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

Management's Profile” of this annual report.

The Board believes that it has a balanced composition of executive
Directors and non-executive Directors (including  independent non-
execufive Directors) and there is an independent element on the Board,
which can effectively exercise independent judgement. As at 31
December 2019, the Company has three independent non-executive
Directors who provide the Group with adequate check and balance.
Each of them is considered to be independent and has complied with the
provisions set out in rule 3.13 of the Listing Rules. All of them are
identified as such in all corporate communications that disclose the names
of the Directors. Their funcfions are not only limited fo a restricted scope
and they have contributed fo the Group with diversified industry expertise,

and advised on the Group’s management and proceedings.

Onre of the three independent non-executive Directors, namely Mr. Chan
Ming Sun Jonathan, has professional qualifications in accounting or
related financial management expertise.

Corporate Governance Report (Continued)
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Corporate Governance Report (Continued)

Board of Directors (Continued)

Responsibilities of the Board and Delegation

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

affairs.

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

commiftees have been clearly sef out in their respective terms of reference.

Decisions of the Board are communicated fo the management through

execufive Directors who have aftended the Board meetings.

Corporate Governance Functions

The Board is responsible for performing the corporate governance duties
of the Company including:

la)  to develop and review the Company's policies and practices on

corporote governance;

[b)  to review and monitor the fraining and continuous professional
development of the Directors and senior management;

[c)  to review and monitor the Company's policies and pracfices in

compliance with legal and regulatory requirements;

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

Directors; and

le)  to review the Company's compliance with the CG Code and

disclosure in the corporate governance report.

During the Review Period, the Board developed certain new policies on
corporate governance; and reviewed the compliance with the CG Code
and the disclosure in this corporate govermnance report and the fraining

and continuous professional development of the Directors.
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Board of Directors (Continued)

Chairman and Chief Executive Officer

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

businesses.

Appointments, Re-election and Removal of
Directors

Each of the executive Directors is engaged on a Director's service
contract with the Company. The lefters of appointment of non-executive
Director and independent non-executive Directors also set out the specific
terms and conditions relative to their respective appointment. Al
remuneration paid fo executive Direcfors are covered by respective
service confracts, and all remuneration paid to non-executive Directors
lincluding independent non-executive Directors) are covered by respective
letters of appointment. Details of the terms of appointment of the Directors
are disclosed in the section “Director’s Service Confracts” of the Directors’

Report in this annual report.

Pursuant to the Arficles, any Director appointed by the Board shall hold
office until the next following general meeting of the Company and shall
then be eligible for re-election. Also, pursuant fo the Articles, at each
annual general meeting, one+hird of the Directors for the time being (or,
if their number is not three or a multiple of three, then the number nearest
fo but not less than one-third) shall refire from office by rotation, provided
that every Direcfor (including the non-executive Director and independent
non-executfive Directors) shall be subject to retirement by rofation af least

once every three years.

Corporate Governance Report (Continued)
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Corporate Governance Report (Continued)

Board of Directors (Continued)

Board Meetings

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

decision on a particular matter is required.

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

decision at least three days before regular Board meetings.

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

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

Throughout the Review Period, the Directors also participated in the
consideration and approval of matters of the Company by way of written
resolutions circulated to them. Supporting written materials were provided
in the circulation and verbal briefings were given by company secretary

of the Company when required.

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

agenda of meetings for discussion.
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Board of Directors (Continued)

Board Meetings (Continued)

To ensure a competent Board operation, all Directors gave sufficient time
and attention fo the affairs of the Group during the Review Period. During
the Review Pericd, six Board meetings (excluding delegated committees’
meetings) were held and attendance of each Direcfor is set out as

follows:

Corporate Governance Report (Continued)

EES@m

EEZeEeEmw)

REREFENANENF REERE MEES
ERAKEEMNZETERARINERELESD - REE
HE ERETARESEERA(TEEERREZES S
#)BRESNHEBREINMOT

Number of
meetings held

Number of  during term
Name of Director attendance of office
RN ET
EEnA H IR NEBRHE
Executive Directors HMITEE
Mr. Liv Kaijin 25 L & 6 6
Mr. Wu Bin (resigned on 31 March 2020 HMEER_ZZZFEF=A=+—H§T) 6 6
Mr. Wu Xuze RIBZERE 5 6
Ms. Zhou Shuhua EREE L+ 6 6
Non-executive Director FHITEE
Mr. Liu Longhua I &
[resigned on 8 March 2019) (R=ZZB-NF=ANBEE) 1 1
Independent non-executive Directors BUFMITEE
Mr. Huan Xuedong BEREYE 6 6
Mr. Chan Ming Sun Jonathan PR 86 48 5 A& 6 6
Mr. Lliang Zequan RBBRFE 5 6

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

all Directors for their comments and records.

EXZC e NEFRRCERNERRBR I ARRW
ELETARENEMALTRE FAESRLBES
BEBATAHREMNEEEN ZEERCHERNFA
WHRHBEZENEERELENRE EFS SR T
MY RERREREEEREMBEES  UHKREERH
BRERRE-
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Corporate Governance Report (Continued)

Board of Directors (Continued)

Directors’ Training

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

practices.

According fo the Directors’ fraining records provided to the Company,
the fraining undertaken by all Directors during the Review Period is

summarised as below:

Name of Director

EEnR

¥

1 3 5 85 (D)
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o
e‘:ﬁl 7::‘ J

EEE2@m)
EEEI

EREFEHBERIZ—HBD
BERLTRAREMEREEREZETERER -
NHEREFETZSHRINRRESHEHYREILCEERT
B2 R -

R NCIEN T &

REARBERRZERTEIRE MEAESEROE
HREZNEISAmT

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

MEMBR®
HERIREANRTEER
ARAREYR BRENBBER
BER REEEARRE

Executive Directors:

M. Liv Kaijin

Mr. Wu Bin [resigned on 31 March 2020
Mr. Wu Xuze

Ms. Zhou Shuhua

Non-executive Director:
Mr. Liv longhua
[resigned on 8 March 2019)

Independent non-executive Directors:
Mr. Huan Xuedong

Mr. Chan Ming Sun Jonathan

M. liang Zequan

HITEE:
RIFERE

hEEEMR_F_FTF=A=+—HE D

RBEERE
BmELZ L

FHITEE -
BEFELE
(RZZT—-HF=HANAEE)

BULIFPTESE
RBRSE

SRR

Orientation is provided to neW|y oppoinfed Directors (if ony) upon their
appointments. Each of them will receive a director's manual from the
Company which contains a package of orientation materials on the
operafions and businesses of the Group, together with information

relating to the dufies and responsibilities of directors under the Listing o

Rules and statutory regulations.

ARRRHEEES(WHB) BEZERILAREREHRD
N -REBRBSEZE-—NDARBANEETM 24
HE EAMASEZEREBNEMER A RE
EFHRALREERETHEETREREETRBANE
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Board Committees

Remuneration Committee

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

the Remuneration Commitiee in January 2019.

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

resolved by the Board from time fo time.

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

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

set out below:

In the band of

Corporate Governance Report (Continued)

EEZ8T
FHWEES

ARARERIZFHME B & - I FIE HFE & 5B % E
(BERELEZENR)  FREIBEBEIBEE - B
EHFHEZEgnNRBEGEREGEESZEINBE
HEOH-—HE EFEEFER_T-NF-AKAKARED
FMEZEeREaE -

FHMEZR eI ERECEIAEBREERSNEE
EN2RBFMBEELARABRESTSREES  ER
EEETRMAINEESHLEEMEREBATE
EREREEBNTEHMTE -

CIEHME FHEZESUEERSREEE N H K
RRRBELRT X KRBT RERKE B
AERKBR FMEEQIBAEESRACRERGK
Ketdh HHEZEEEROBEMERNTESE BT
FUTESZHFNFEANESSFHEBRZ -

RIBLEEERTANTAEXBIS  SREEEAR
REBRAEZHMEERIWT

Number of individuals

Eile EEBAH"
Nil to HK$ 1,000,000 £ % 1,000,000 7T 4
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Corporate Governance Report (Continued)

Board Committees (Continued)

Remuneration Committee (Continued)

During the Review Period, two commitiee meetings were held and the
affendance of each member as 1o the said meetings is set out as follows:

R ER®E (8

EEZES @

FMEEE m

REEHE ERTMAZEEEH SKEHEFEL
MEZENBEREINMT

Number of
meetings held
Number of  during term

Name of Director attendance of office
R AR

EEpnR HERE WEBRH
Non-executive Director: FHiTEE
Mr. Liu longhua BlgEELR L

[resigned on 8 March 2019) (RZZB-—NF=RNHED 0 0
Independent Non-executive Direciors: BUIHFHITESF
Mr. Huan Xuedong BERESE

(oppoinfed on 8 March 2019) (RZZE—NF=ANBEZF) 2 2
Mr. Chan Ming Sun Jonathan BR &6 48 5t A& 2 2
Mr. liang Zequan® RERFHE 2 2

* Mr. liang Zequan acted as the chairman of the Remuneration Committee.

Nomination Committee

The Company has sef up a nomination commitiee with specific terms of
reference with appropriate modification when necessary, which state
clearly its authority and duties. To keep the Nomination Commitiee’s
terms of reference in line with the listing Rules amendments relating to
director nomination policy, the Board adopted the current terms of
reference of the Nomination Committee in January 2019.

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

executive Directors.

fORERAERESWEAGER-
REZEE

ARRBEKRIZIERAZ B E - I FIE FFE & B % E
(BERELEZENR)  BFEIBEBEIBEE - B
FEREZEGNRESENTALTRAUBHESRS
HRZE] EEFGER T - NF-AKAKAREDN
REZBERBEHE-

REZEENIZEBEERRIEFTENRR 2B
RER DESERAEEFEEHAL REFNE
EREFZERBIAIRNEETSHELEBEZSR AU
R BB FATEETNB LI -
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Board Committees (Continued)

Nomination Committee (Continued)

The Company recognises and embraces the benefits of diversity of the

Board members. The following measurable objectives for the purpose of

implementation of the board diversity policy are adopted:

(a

(b)

(c)

(d]

(e)

af least 40% of the members of the Board shall be non-executive
directors or independent non-executive directors;

at least 65% of the members of the Board shall have attained
bachelor’s degree or above;

af least 30% of the members of the Board shall have obtained
accounting or other professional qualifications;

af least 75% of the members of the Board shall have more than
seven years of experience in the industry he is specialised in; and

at least 50% of the members of the Board shall have Chinarelated
work experience.

Under the director nomination policy of the Company in force with effect

from 1 January 2019, when making recommendations fo the Board

relating to the appointment or re-appointment of proposed Directors, the

Nomination Committee shall take into the following factors:

[a)

(b

c)

(d]

le]

(f)

40

character and integrity of the proposed Directors;

qualifications including skills, knowledge, experience, and
professional expertise possessed by the proposed Directors that are
relevant to the operations of the Group;

the proposed Directors’ willingness to devote adequate time to
discharge duties as a member of the Board and the Board
committees;

diversity in all aspects, including but not limited to gender, age,
cultural and educational background, professional qualification,
skills, knowledge and experience;

requirements of the proposed Direcfors’ independence set out in
rule 3.13 of the Listing Rules for nominating an independent non-
executive Director; and

any other relevant factors as may be determined by the
Nomination Committee or the Board from time to time.

Corporate Governance Report (Continued)

EEZES @

REZEEE®W

ARABHAYREEFEXNEZTIELEERZ -E
MEEEZTEBRERME  DEMATAERR:

(a)

(b)

(c)

(d)

(e]

ELI%EEENEARSEHEMERE

7
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FULERE: &
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BE REZEERZEAEFTZEREEEFRAES
SFLEBEEN BEEUTHEE:

(a)

(b)

(c)

(d)

(e)

(f)
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Corporate Governance Report (Continued)

Board Committees (Continued)

Nomination Committee (Continued)

The Nomination Commitiee has reviewed the size and composition of the
Board and the independence of independent non-executive Directors and
also made recommendations to the Board in relation to the re-
appointment of the refiing Directors for the Review Period. The
measurable objectives set out above for the purpose of implementation of
the board diversity policy are achieved.

During the Review Period, two commitiee meetfings were held and the
attendance of each member as to the said meetings is set out as follows:

TEERRE (K

EEZES @

REZE® @)

CIEHME REZEGC BRI ESSNRE RARK A
RBUYUFNTEFNBLLE UREHEZERETES
MEEFFEHEBREE ARFCERARZEE=ZS
ZIALBREN LA 2B F -

REEHE ERTMAZEEEH SKEHFL
AEZNBRLHEINMT

Number of
meetings held

Number of  during term
Name of Director attendance of office
ERHARET
BEEnA R E HWEBRXE
Executive Director: HITEE :
Mr. Liv Kaijin* BIFE LT
(oppoinfed on 8 March 2019) (RZZE—hhF=ANBEZF) 2 2
Non-executive Director: FHHITEE -
Mr. liv longhua® BlgEELLE
[resigned on 8 March 2019 (RZZT—NF=A/\HEHE) 0 0
Independent Non-executive Directors: BUHHTES :
Mr. Chan Ming Sun Jonathan BoR 86 44 5 A& 2 2
Mr. liang Zequan RIEREE 2 2
M Liv longhua acted as the chairman of the Nomination Committee until 8 PRkt IIRA SR EEE S —NE=A
March 2019. Following the resignation of Mr. Liu Longhua, Mr. Liu Kaijin was H-RBBEELARHTRE SRELER T —NF=
appointed as the chairman of the Nomination Committee on 8 March 2019. AN\BEZEFAELZZESTE -
Audit Committee EREEE
The Company has esfablished an audit committee with specific written AARBRNBEZZES UHEREMEmEBESR

terms of reference that have included the duties which are set out in CG
Code provision C.3.3 with appropriate modification when necessary. To
keep the Audit Commitiee’s terms of reference in line with the Listing Rules
amendments, the Board adopted the current terms of reference of the
Audit Committee in January 2019

CEREREEEARTRMNTAMEXCIIAEN
BEMUBERELEEER) AEERZEENR
REENTALTARNZE] EF2GER_FT—NF
—ARMERNERZEGRERE -
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Board Committees (Continued)

Audit Committee (Continued)

The major role and function of the Audit Committee are to ensure the
mainfenance of proper relationship with the Company's auditor, the
esfablishment of proper review and confrol arrangements relating to
infernal control and risk management systems, financial reporting and the

compliance to applicable reporting requirements.

The Audit Committee reviewed the consolidated financial statements for
the six months ended 30 June 2019 and consolidated financial
statements for the Review Period of the Group, including the Group's
adopted accounting principles and practices, the continuing connected
transactions of the Company, infernal confrol systems and financial
reporfing matters [in conjunction with the external auditor for the annual
results). The Audit Committee also monitored the effectiveness of the
external audit and oversaw the appointment, remuneration and terms of
engagement of the Company's external auditor, as well as its
independence. The Audit Committee endorsed the accounting treatments
adopted by the Company and, to the best of its ability assured itself that
the disclosures of the financial information in this annual report comply
with the applicable accounting standards and Appendix 16 fo the Listing
Rules.

As at 31 December 2019, the Audit Commitiee comprised three
independent non-executive Directors and regular Audit Committee
meetings were held pursuant fo its ferms of reference. During the Review
Period, two committee meetings were held in the aftendance of the
external auditor, and the attendance of each member as to the said

meetings is set out as follows:

Corporate Governance Report (Continued)
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ERZBEEMI2RE LB MR EARQF XA
R RIEBE KRARNEEREAREESE B5
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BUFPTEE ITRBERELETHRITEZEZE
gg#% NEENE SENEZHMEEHERT
BITMAZEEEH SKEHRFLAGHNBERLR
IR

Number of
meetings held

Number of  during term

Name of Director attendance of office

R RET

EEpgA R E HEBXE
Independent Non-executive Directors: BB ITESE -

Mr. Huan Xuedong BERGE 2 2

Mr. Chan Ming Sun Jonathan® PREG 4L e 2 2

Mr. liang Zequan RERFTE 2 2

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

P OBHatEEIEREEgER -
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Corporate Governance Report (Continued)

Directors’ Interests in Competing Businesses

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

The Company has received from each of the Direcfors an annual
confirmation of his/her underiaking as to non-competition.

Non-Competition Undertakings

The then controlling Shareholders (namely Mr. Liu, Wangji  Llimited
["Wangiji"), Mr. Dong Liyong ("Mr. Dong”) and Shen Wang Limited ("Shen
Wang"), through a deed of non-compefition dated 24 May 2011
["Principal Deed"), have given undertakings ("Undertakings”) fo the
Company not fo directly or indirectly engage in the business which
competes or may compete with the Group, on terms and conditions as
disclosed in the prospectus of the Company dated 8 June 2011
|"Prospectus”). For details of the Undertakings, please refer to pages 162
to 165 of the Prospectus.

On 2 April 2015, the Company, Mr. liu, Wangji, Mr. Dong and Shen
Wang entered into a supplemental deed of non-competition [which was
approved by the Shareholders in the Company’s annual general meeting
for the year 2014) to amend certain terms contained in the principal
Deed ("Supplemental Deed”]. Pursuant to the Supplemental Deed, Mr.
Dong and Shen Wang were no longer bound by the Principal Deed nor
were they be deemed as part of the controlling Shareholders for the
purpose of the Principal Deed. For defails, please refer to the Company's
announcement dafed 2 April 2015.

The status of compliance with the Undertakings by the controlling
Shareholders during the Review Period is as follows:

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

[2)  none of the Director are aware of any circumsfances which
indicate that the controlling Shareholders or their close associates
are in breach of the Undertakings during the Review Period; and

[3]  save for the terms as amended by the Supplemental Deed, the
terms of the Undertakings have remained unchanged since the
Company's listing on the Stock Exchange in June 2011.
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Financial Reporting and Audit

The Direcfors acknowledged their responsibility for preparing the financial
statements that give a true and fair view in accordance with applicable
statutory requirements and accounting standards and the requirements of
the Listing Rules.

The Group adopted the going concern basis in preparing its financial
statements. Except from the issue discussed under note 2 fo the
consolidated financial statements on page 92 in relation to the failure by
the Group to sefile the Bonds on their maturity dates, the Directors were
not aware of any other material uncertainties relating to events or
condifions which may cast significant doubt upon the Group's ability to

confinue as a going concern.

A sftafement by the external auditor of the Company about its reporting
responsibilities is set out in the section headed “Independent Auditor’s
Report” in this annual report.

During the Review Period, remuneration in respect of non-audit services,
namely, the review of interim report provided by the Company’s external
auditor amounted fo about RMB265,000. The remuneration in respect of
audit service was amounted to about RMB 1,852,000.

Internal Control and Risk Management

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

controls.

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

absolute assurance against material misstatement or loss.

Corporate Governance Report (Continued)
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Corporate Governance Report (Continued)

Internal Control and Risk Management (Confinued)

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

major acfivities of the Group's operations.

An information disclosure policy is in place fo ensure potential inside
information being captured and confidentiality of such information being

maintained until consistent and timely disclosure is made.

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

adequately implemented to their safisfaction, with room of improvement.

Company Secretary

Ms. Wong Kwan Lai has been the company secretary of the Company
since 20 June 2016 and is a fullime employee of the Company. The
company secrefary is responsible for ensuring good information flow
within the Board and that Board's policy and procedures are followed as
well as for providing advice on governance matters. For the year ended
31 December 2019, Ms. Wong confirmed that she had taken no less
than 15 hours of relevant professional training fo update her skills and

knowledge.

Communication with Shareholders and Investors

General Meetings with Shareholders

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

Shareholders and investors on a timely basis.
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Communication with Shareholders and
Investors (Continued)

General Meetings with Shareholders (Continued)

The Company's annual general meeting provides a useful platform for
direct communication between the Board and the Shareholders. Separate
resolutions are proposed on each substantially separate issue at the
general meetings. The annual general meeting for the year ended 31
December 2018 ("2018 AGM") was held on 29 May 2019.

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

Company respectively on the same day as the poll.

Pursuant fo code provision A.6.7 of the CG code, independent non-
executive Directors should attend general meetings. All Directors (including
independent non-executive Directors) who held office af time of the 2018
AGM attended such general meeting. Representative of the Company's
external auditor also attended the 2018 AGM.

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

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

fo the requisitionist(s) by the Company.

Corporate Governance Report (Continued)
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Corporate Governance Report (Continued)

Communication with Shareholders and
Investors (Continued)

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

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

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

prior fo the dafe of such general meeting.

Investor Relations

The Company endeavours to disclose all material information about the
Group to all interested parties as widely and timely as possible. It has
disclosed all necessary information to the Shareholders in compliance
with the Listing Rules. VWhen announcements are made through the Stock
Exchange, the same information will be made available on the
Company's website. During the year ended 31 December 2019, the
Company has issued announcements which can be viewed on the

Company's website.

Shareholders and invesfors may af any time send their enquiries and
concerns fo the Board in writing fo the company secrefary at the
Company's office in Hong Kong or through the email address:
info@cdep.com.hk. Shareholders may also raise their enquiries in general

meefings.
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The Group is committed to fulfilling its corporate social responsibility

through working with the key stakeholders including the employees,
cusfomers, suppliers and Shareholders.

We have given full consideration fo issues that are of concern fo major
stakeholders and have adhered to the principles of materiality,
completeness, comparability and stakeholder involvement, all of which
form the contents of this report. This report spans over one financial year
from 1 January 2019 o 31 December 2019 and covers information of
the Group — our Hong Kong and Yancheng, PRC headquarters as well

as dredging and property management businesses in the PRC.

This report highlights the Group's sustainability efforts in environmental
and social aspects as stipulated in the Environmental, Social and
Governance Reporting Guide under Appendix 27 to the Listing Rules.
We shall explain this in ferms of four areas namely, environment
profection, employment and labour practices, operating practices and

community investment.

For details of our corporate governance, please refer to the corporate

governance report included in this annual report.

Environmental Protection

Emissions

The Group recognises the importance of good environmental
management and is committed fo protecting the environment. We factor
our environmental concerns info our business processes and strive to
continuing to improve our environmental performance in compliance with

the applicable regulations and indusiry-specific guidelines.

Owing fo its business nature, the Group's air emissions are mainly
generated from the dredging business by the consumption of fuels. The
Group's greenhouse gas ('GHG"] emissions consist of the direct
emissions from the consumption of fuels by our dredging fleef and
vehicles, and the indirect emission from the consumption of electricity and
water at Easyhome Yancheng Shopping Mall and the Group's offices
and the refuse produced from the shopping mall, construction project sites

and offices.
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Environmental, Social and Governance Report (Continued)
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Environmental Protection (Continued)

Emissions (Continued)

The Group has caleulated the air and GHG emissions during the
Reporting Period as follows:

RIBERE @

BE Y m)

AEERNBEHRANBERFEBIBEREHNTE
m

Types of emissions B Rk 38 B 2019 2018
—E-AF —E-N\F
(Kg T3%=) (Kg F3=)
Air emission % SR BE BR
Nitrogen Oxides (NOx| AEI 5,273,706 5,369,935
Sulphur Oxides (SOx mELY 26,174 26,535
Particulate Matter (PM) LEp ) 66 62
Direct GHG emission EEBEREIENK
Carbon Dioxide [CO,) (scope 1) ZE bR (FEN) 14,885,782 44,112,554
Methane (CH,) R it 161 427
Nitrous Oxide (N,O) aibER 154 282
Indirect GHG emission BiEREREBHK
Carbon Dioxide (CO,) (scope 2) —&a bk (EE?2) 381,406 551,862

During the Reporting Period, the Group's major GHG emission was
carbon dioxide and ifs intensity was 34,615 Kg CO,e per million of

revenue.

The Group always encourages its employees to save resources in its
daily operation fo reduce GHG emissions. We conduct regular
mainfenance and inspection of vessels and vehicles not only to maintain
their performance but also to improve fuel efficiency. We remind our
employees fo make good use of electronic systems for message
distribution and archiving and use double-sided printing and
photocopying fo reduce paper consumption. Further, we encourage them
fo reduce carbon emissions from their daily lives, such as using public
transport and walking or riding a bicycle for short journeys.
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Environmental Protection (Continued)

Emissions (Continued)

The Group sfrictly complies with the relevant national maritime regulations
fo identify and manage the released substances during dredging fo
ensure their safe freatment, transportation, storage, recycling and
disposal. We strive for high accuracy in both positioning and excavation
during the dredging process fo ensure proper removal of excavated
materials {including mud and solid matter) and pollutants and to minimize
overexcavafion and soil agifation. We also take anfidiffusion and
leakage measures fo ensure high concentrations of inhalation in order to
avoid pollution by the contaminants in their suspended state in the
surrounding water. Besides, in the dredging process the excavated
materials and confaminated sediments are stored on the dredgers in
accordance with the relevant national regulations. We transport them to
the shore through barges or pipeline to avoid their leakage which may
cause secondary pollution fo water. Finally, we arange qualified
recyclers for their disposal.

In the horizons of wasfte management and recycling, the Group requires
our employees to keep contaminated substances in separation and treat
wastes in classification. Excavated materials and contaminated sediments
in the dredging process are stored on the dredgers and transported to the
shore according to the relevant national laws and regulations. Other
wasfes are sfored in specialised storage areas and handled in
accordance with the Standard for Pollution Control on Hazardous Waste
Storage. The Group has commissioned qualified companies fo recycle
and declare under the registration system pursuant to the relevant laws

and regulations.

During the Reporting Period, the Group recorded the following waste:

Environmental, Social and Governance Report (Continued)
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Types of wastes & 41 4 B 2019 2018

—E-NF —E-N\F

(ton W) (ton M&)

General Waste —RRREY) 201 202

Diesel dregs S E 25 28
Notes: st -

1. The general waste included kitchen waste as the Group offered free meals 1. —BEYEERERF  FAAEBEEDE @SR M

fo crews of dredging vessels in the PRC.

2. The waste produced from the Group's Hong Kong office was not counted

as it was immaterial in view of the whole Group's waste production.
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Environmental, Social and Governance Report (Continued)

Environmental Protection (Continued)

Emissions (Continued)

In addition, due to the nature of businesses, the Group does not have
physical products for sale and thus the disclosure on the use of packaging

material is inapplicable to the Group.

During the Reporting Period, the Group is not aware of any non-
compliance of lows and regulations that have a significant impact on the
Group relating to air and GHG emissions, discharges into water and

land, and generation of hazardous and non-hazardous waste.

Use of resources

The resources used by our Group are principally attributed to fuels
consumed by dredging fleet at construction project sites, and also

electricity and water consumed at its offices and the shopping mall.

With the aim to better manage the use of resources, the Group performs
assessment annually. The Group has adopted green office practices to
reduce natural resource and energy consumption, e.g., installing LED
lamp fo save energy, and employees are encouraged to develop the
habit of energy conservation, e.g., switching off lights, computers and
other electronic appliances before leaving the offices. The Group sirives
fo utilise telephone conferences to minimise facetoface meefings in order
fo reduce petrol consumption in travelling and avoid unnecessary business
trips. During the Reporting Period, the Group had an electricity
consumption of approximately 483,500 kilowatthours (2018: 697,000

kilowatt-hours).

From the perspective of water management, the Group has provided
signs fo remind ifs staff fo reduce water consumption. We also regularly
check meter readings and conduct the detection of hidden leaks in water
pipes. If hidden water leakage or tap dripping is found, we will arrange
for repair prompily to avoid wasting water resources. During the
Reporting Period, the Group's water consumption was about 1,700 tons,
representing a decrease of 67.2% as compared with that of last year.
The water consumption for the Reporting Period decreased as the
Easyhome Shopping Mall conducted fewer fire prevention tests than the

previous years when it was newly opened.

Environment and Natural Resources

Dredging consfruction projects affect the environment and natural
resources. The Group is committed to managing the impact of its
operations related to the environment and natural resources and

preventing significant adverse impacts on the environment.
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Environmental Protection (Continued)

Environment and Natural Resources (Continued)

We care the natural environment. Thus, the Group deploys measures to
profect the environment in its dredging business, by which we hope to
confribute to the protection of the environment. Our environmental
profection dredging fechnology outperforms the traditional technology as
it does not cause secondary pollution and conforms with the keynote of
China’s environmental protection policies. Our sludge dewatering
equipment is capable of confinuous operation and meeting the
requirements and standards of dewatering volume without adding
solidification materials such as lime or concrete during operation. It does
not change the acidity and alkaline property of the mud plate affer
dewatering and can be used in sludge soil resource recovery and reuse
or otherwise can be tumned info harmless environmental protection bury.
The remaining water after processing is clear and up to the standard,

which can be directly redischarged into the lake.

Environmental impact is also fully faken into consideration when the

Group makes investment decisions.

Employment and Labour Practices

Employment

The policy of maintaining a good working condition is a people-oriented
principle. In relation to personnel management affairs on staff hiring,
promotion, performance evaluation and compensation, the Group
esfablishes an employeremployee relationship based on legitimacy and
equality, which enables us to avoid any discrimination resulting from
different genders, ages, languages, nationalities and religions of

employees.

The Group recruits employees via various recruitment channels. The
recruitment of our employees embodies the principles of social
responsibilities such as the equality of employment, the respect for human
rights, the diversity of employees, the prohibition of use of child labour
and the prohibition of forced labour. The Group provides its new
employees with clear codes of practice, rules and regulations, as well as

information relating to salary and welfare system.
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Environmental, Social and Governance Report (Continued)

Employment and Labour Practices (Confinued)

Employment (Continued)

As of 31 December 2019, the Group had a total of 519 employees, of
which over 90% were employed for our operations in the PRC.

Because of the industry nature of the Group's dredging businesses, most
of the employees are male. In respect of the age, we have an even age
distribution among our staff. The sfaff composition as of 31 December

2019 is as shown below:
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Managerial
and technical
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4.0% 96.0% 25.2% 74.8% 18.9% 55.7% 25.4%

In respect of salaries and benefits, the Group provides a comprehensive
remuneration package of compensation and benefits for its employees.
The remuneration package is mainly determined according to the
individual employee’s development and performance as well as the
Group's performance. The Group provides work lunch to those staff in the
PRC and also sefs aside reserved funds for activities, which help our
employees fo relieve sfress and serve fo exemplify the Group's corporate
culture of the spirit of solidarity and cohesion among its employees. In
accordance with the applicable Chinese labour laws, the Group
confributes fo various national social security insurances and one housing

fund for our mainland employees.

Recognising the importance of communication with its employees, the
Group encourages its employees to share their ideas with the Group and
raise questions or make suggestions to the Group. With the availability of
a wide array of communication channels, the Group offers its employees
access fo the latest information of the Group through the Group's website.
Employees can also maintain fimely and smooth communication with the
management of the companies within the Group through the

representatives of the employees.
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Employment and Labour Practices (Confinued)

Health and safety

The Group frains its employees o prevent occupational hazards from
fime fo fime and distributes labour protection supplies and first aid
supplies to employees as needed. We also post up hazard warning
signs and labour protection supplies reminders in the relevant work
places. We provide to the relevant staff annual occupational health
examinations. Meanwhile, we also implement the labor protection
supplies regulatory mechanism. With regular inspections by dedicated
persons, we remind and request employees to wear labour profection

supp|ies to maintain their health and sofef\/.

At the production safety level, each of the dredgers and the key safety
equipment must carry a valid ship inspection certificate issued by the ship
inspection agency. All the ships and offices are also equipped with first
aid and medicine boxes, and we also arrange stoff representatives to
participate in first aid fraining. At the individual's level, the Group
provides targeted safety frainings to newly recruited employees and then
strengthens their safety awareness through the implementation of the
mentoring system in daily work. The Group has reinforced onthe-job
safety trainings by requiring all department heads responsible for work
injury fo carry out safely frainings for their department sfaff and through a
series of measures fo enhance the safely awareness of employees in

order o avoid the recurrence of similar incidents.

Moreover, the Group has assigned dedicated people to conduct regular
inspections of the fire equipment on the ships and in offices. We perform
full fire drills twice per year fo increase their awareness of fire safety and
fire prevention for all employees. As a result, no work accident was
recorded by the Group in the Reporting Period.

Development and training

The Group highly emphasizes on the infernal and external learning and
fraining to enhance the educational standards and working abilities of

employees.

New employees are provided with on-board training to help them
familiarise themselves with the culture, business and operation of the
Group. In addition, employees are also enfifled to various subsidies and
sponsorships for job-related training courses to encourage lifelong

|eommg.
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Environmental, Social and Governance Report (Continued)
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Employment and Labour Practices (Continued)

Labour standards

All work should be voluntarily performed and shall not involve forced
labour, debt repayment or contractually binded labour. The Group
prohibits child labour in any workplace. The Group also prohibits
discrimination based on race, colour, age, gender, sexual orientation,
ethnicity, disability, pregnancy, religion, political affiliation, union

membership or marital sfatus in recruitment, treatment, promotion, efc.

The Group also strictly complies with the relevant PRC labour regulations
relating to working hours, rest and holidays fo ensure the physical and
mental of all employees. Employees are not o be forced fo work beyond
working hours and are entifled o overtime pay in accordance with the
local regulations. All employees perform works volunfarily and are not

subject fo discrimination.

Operating Practices

Supply chain management

Our suppliers are our business pariners and we aim to mainfain a long-
ferm partnership with them to continuously improve the quality of our

products and services.

Based on supply chain social and environmental responsibilities
management, the principal raw material currently required by the Group’s
operation is diesel, and other resources involve owned and leased
dredgers, crews and subcontractors’ participation. There are over
hundred of dredger leasing companies, subcontractors and fuel suppliers

on our list.

In addition to facfors such as pricing, quality, facilities and experience,
and past performance evaluation, the Group also fakes info account the
suppliers’ performance in fulfilling their social responsibilities and
commitment fo environmental protection in our selection of suppliers. We
require our suppliers to comply with the laws and regulations in countries
and regions where their operations are located and to operate in good
faith by adhering fo their business ethics. The Group prohibits
discrimination arising from regional, racial, cultural and political factors in

the course of its supplier evaluation.
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Operating Practices (Continued)

Product responsibility

The Group attaches great importance fo the quality of dredging projects
and establishes comprehensive quality control procedures. The project
management feam is responsible for testing the quality of the dredging
projects. The project manager conducts daily on-site inspections and
supervise works fo ensure that the quality standards and regulations of the
dredging and related projects are carried out in accordance with the
customers’ requirements. After the completion of the works but before
handing over of the projects, customers will check whether the quality of
the projects meets their requirements.

During the Reporting Period, the Group did not have to rework for

completed project due fo the project quality issue.

Anti-corruption

The Group is committed to maintaining high ethical standards in all of our
operations and business activities. With this in mind, the Group is
dedicated fo a zerofolerance policy with regard to any involvement in

corruption or bribery activities of any type.

We include anticorruption code in our infernal operational manual to
ensure that employees understand the Group's expectations. The code
sefs out the legal responsibilities and ethical standards for the expected
behaviour of all employees. It explicitly prohibits employees from
soliciting, accepting, or offering bribes or any other form of advantage.
The code also provides guidance for daily interactions with customers,
suppliers, government officials and other business partners and outlines
the Group's expectations on employees with regard to conflicts of
inferests and encourages employees fo report any malpractice and
misconduct. The Group has set up hotfline and email fo receive reports

from all employees.

Community Investment

The Group emphasises the support of the community and actively
parficipates in charitable acfivities for the relief of poverty in the
communities in which we operate our businesses. We encourage our
employees fo participate in volunteering activities organised by local
charities.
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The Direcfors are pleased fo present their report and the audited financial
statements of the Company and of the Group for the year ended 31
December 2019.

Principal Activities

The principal activity of the Company is investment holding. Defails of the
principal activities of ifs principal subsidiaries are sef out in note 41 to the
consolidated financial statements. There were no significant changes in
the nature of the Group's principal activities during the year.

Business Review

A fair review of the business of the Group during the year and particulars
of important events affecting the Group that have occurred since the end
of the financial year 2019. as well as a discussion on the Group's future
business development are set out in the sections headed “Chairman’s
Statement” and “Management Discussion and Analysis” of this annual
report. In addition, defails of the Group's relationship with its employees,
customers and suppliers are disclosed in the section headed “Environmental,
Social and Governance Report” of this annual report. The above
discussions form part of this directors’ report.

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

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

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

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

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

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

be punished by the tenderee or relevant authorities.

Contract Law of the People’s Republic of China

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

For construction contracts, the Contract Law sets out specific requirements,
including: contracts for major national construction projects shall be
enfered into in accordance with statesstipulated procedures and  state-
approved documents such as investment plans and feasibility study
reports; with the consent of the confractee, the contractor can sublet part
of its contracted works to a third party, provided that construction of the
main sfructure of the construction project must be completed by the
contracior who is forbidden to sublet its works fo an unqualified entity.
After the completion of the construction project, the contractee shall timely
conduct acceptance inspection of the project pursuant to consfruction
acceptance rules and quality inspection standards issued by the state. If

the project passes the acceptance inspection, the confractee shall accept
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Directors’ Report (Continued)

Business Review (Continued)

Comfliance with the Applicable Laws and
Regulations which have a Significant Impact on
the Group (Continued)

Contract Law of the People’s Republic of China

(Continued)
it and make the agreed payment. In the case of the Group's failure to

fulfill its confractual obligations (either nondulfillment or non-agreed
fulfillment] as the performing party and/or constructor, it must assume the
liability for breach of contract, including continuing fo fulfill the contract,
taking remedial measures or compensating for any resulfing losses. In the
case of the consfruction project quality falling below the agreed level due
fo the constructor's fault, the contractee has the right to require the
constructor fo repair, revamp or rebuild it within a reasonable period,
without any extra charge, and to bear the liability for breach of contract

for the resulting delayed delivery [if any).

Production Safety Law of the People’s Republic of
China

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

safety.

Compliance with Laws and Regulations
During the year ended 31 December 2019 and up to the date of this
report, the Group has complied with relevant laws and regulations that

have a significant impact on the Group.
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Business Review (Continued)

Maijor Risks and Risk Management

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

losses.

Business Risks

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

of significant risks from time fo time.

Financial Risks

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

operational data.

Compliance Risks

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

publication of confidential information or insider information.

Operational Risks
The Company has adopted effective measures fo manage ifs operational
risks such as low equipment utilisation efficiency, high consumption of

consumables and frequent production failures.

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

and compliance risks, and is of the view that such systems are effective.

Directors’ Report (Continued)
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Directors’ Report (Continued)

Business Review (Continued)

Environmental Policies and Performance

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

links.

Results and Dividends

The Group's loss for the year ended 31 December 2019 and the
financial position of the Company and of the Group at that date are set

out in the accompanying financial statements.

The Directors do not recommend the payment of a final dividend for the
year ended 31 December 2019.

Dividend Policy

The Company'’s dividend policy in force with effect from 1 January 2019
sefs ouf the guidelines for the Board to determine whether dividends are
to be declared and paid and the level of dividends fo be paid to the
Shareholders. The Board has the discrefion fo declare and distribute
dividends to the Shareholders, subject to the Articles and all applicable

laws and regulations and having regard to the following factors:
[a)  the actual and expected financial performance of the Group;
[b)  refained earnings and distributable reserves of the Group;

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

requirements of the Group;

[d)  any restrictions on payment of dividends that may be imposed by
the financiers and other third parties of the Group;
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Dividend POlIC)’ (Continued)

le)  economic condition and other internal or external factors that may
that have an impact on the business or financial performance and
posifion of the Group; and

[l any other factors that the Board deems appropriate.

The Board will review this policy as appropriate from time fo fime.

Property, Plant and Equipment

Defails of movements in the property, plant and equipment of the Group
during the year are sef ouf in nofe 17 to the consolidated financial

statements.

Share Capital

Defails of movements in the Company's share capital during the year are
sef out in note 32 to the consolidated financial statements.
Pre-Emptive Rights

There are no provisions for pre-emptive rights under the Arficles or the
laws of the Cayman Islands, being the jurisdiction in which the Company
was incorporated, which would oblige the Company to offer new Shares
on a pro rafa basis fo existing Shareholders.

Equity-Linked Agreements

Other than the Share Option Scheme, no equitylinked agreements were
enfered info by the Company during the year or subsisting at the end of

the year ended 31 December 2019.

As for the Share Option Scheme, please refer to the section headed “Share

Option Scheme”.
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Directors’ Report (Continued)

Permitted Indemnity Provision

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

Tax Relief

For the year ended 31 December 2019, Shareholders were not entitled
fo any tax relief by virtue of their holding of the Shares.

Purchase, Redemption or Sale of Listed
Securities of the Company

For the year ended 31 December 2019, neither the Company nor any
of its subsidiaries purchased, redeemed or sold any listed securities of the
Company.

Reserves

Defails of movements in the reserves of the Company and of the Group
during the year are set out in the statement of financial position of the
Company on page @ of this annual report and in the consolidated
statement of changes in equity, respectively.

Distributable Reserves

As at 31 December 2019, the Company has no reserve available for
distribution as calculated in accordance with the Companies Law (2018
Revision) of the Cayman Islands. Under the laws of the Cayman Islands,
the share premium account is distributable o the Shareholders provided
that immediately following the date on which the dividend is proposed to
be distributed, the Company will be in a position to pay off its debts as
and when they fall due in the ordinary course of business. The share
premium account may also be distributed in the form of fully paid bonus
shares.
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Major Customers and Suppliers

In the year under review, revenue to the Group's five largest customers
accounted for about 37.1% [2018: 38.0%) of the Group's total revenue
for the year and the revenue from the largest customer included therein
accounted for about 15.7% (2018: 10.7%) of the Group's tofal revenue.

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

During the year ended 31 December 2019, the Board resolved to make
a expected credit loss allowance of RMB308.2 million for cerfain
receivables [2018: RMB243.2 million]. The allowance for expected
credit loss was based on the assessment in recoverability and the
judgement by the management affer considering the estimated future cash
flows discounted at the present value of the original effective inferest rate.
For defails please refer o note 11 to the financial statement in this annual
report.

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

with and will continue to seek business from other customers.
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Directors’ Report (Continued)

Major Customers and Suppliers (Continved)

In the year under review, supplies from the Group's five largest suppliers
accounted for about 34.4% (2018: 30.6%) of the Group's tofal
operafing cost for the year and supplies from the largest supplier included
therein accounted for about 23.0% (2018: 13.4%) of the Group's fotal

operating cost.

None of the Directors or any of their close associates or any Shareholders
[which, to the best knowledge of the Directors, own more than 5% of the
Company's issued share capital) had any beneficial interest in the
Group's five largest customers and/or five largest suppliers for the year
ended 31 December 2019.

Directors’ Rights to Acquire Shares or
Debentures

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

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

Directors

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

M. Liu Kaijin

Mr. Wu Bin [resigned on 31 March 2020
Mr. Wu Xuze

Ms. Zhou Shuhua

Non-executive Director:

Mr. liv longhua [resigned on 8 March 2019)
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Independent Non-executive Directors:

Mr. Huan Xuedong
Mr. Chan Ming Sun Jonathan
M:r. Liang Zequan

In accordance with article 1T05(A) of the Articles, Mr. Wu Xuze and Mr.
Huan Xuedong will retire by rofation and, being eligible, will offer
themselves for re-election at the forthcoming annual general meeting.

Independence Confirmations from
Independent Non-Executive Directors

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

Directors fo be independent.

Directors’ Service Contracts

Each of the execufive Directors has entered into a Director’s service
confract and each of the non-executive Directors signed a letter of
appointment with the Company commencing from their respective date of
appointment. All of them are subject to refirement by rotation and re-
election in accordance with the Arficles.

Mr. Lliv Kaijin and Ms. Zhou Shuhua, both being executive Directors,
have entered into service contracts with the Company for a term of three
years commencing from 1 June 2017. They have also enfered info new
service confracts with the Company for a ferm of three years with
immediate effect after the expiry of the ferm of their current service
confracts.

Mr. Wu Xuze, being executive Direcfor, has enfered info a service
confract with the Company for a term of one year commencing from 5

January 2020.
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Directors’ Service Contracts (Continued)

Each of Mr. Huan Xuedong, Mr. Chan Ming Sun Jonathan and Mr.
liang Zequan, being independent non-executive Directors, has entered
info an appointment letter with the Company for a term of one year
commencing from 25 April 2020, 30 November 2019 and 23
September 2019 respectively.

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

Directors’ Remuneration

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

Directors’ Interests in Contracts

During the year ended 31 December 2019, save for those disclosed in
the financial statements, no Director or any entity connected with the
Direcfors had a material interest, either directly or indirectly, in any
fransaction, arrangement or confract of significance fo the business of the
Group fo which the Company or any of its subsidiaries was a party
during the year.

Management Contracts

Save for the Confractual Arrangements between subsidiaries of the
Group, no confracts concemning the management and administration of
the whole or any subsfantial part of the business of the Group were

entered info or existed during the year.
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Continuing Connected Transactions

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

The Group carried out the following continuing connected transactions (other
than continuing connected transactions that are exempted under rule 14A

of the Listing Rules) during the year ended 31 December 2019

On 19 April 2011
Arrangements pursuant fo which all economic benefits and risks arising

, the following entities entered info the Contractual
from the business of Jiangsu Xingyu are transferred to Xiangyu PRC:

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

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

[ii)  equity inferests holders of Jiangsu Xingyu, namely Mr. Liu and Ms.
Zhou (both of them are executive Direcfors and confrolling
shareholders of the Company).

Directors’ Report (Continued)

RIETPEARER BINREETSRESMAIE
ﬁh&%ﬁ%&ﬂm%*%ﬁtﬂﬂ%mk$%“
BRAPEEBERBIEECEMMNERE - AEH
ﬁi%ﬂ$¢ﬁ%ﬁﬁ% # A B9 507% 1 25 (BN 51 B
REERBHIEERUEENRSEIL) URE
TEXRABCAMMMAOBEARE LI NEBH
SEPBEZRRILXRHINERERRSENE TR
xﬁﬁ BEPBEERERMEME DAFIERE
REASEETHRRER  BEE-REHT HIEKE
REMNHEALEZSRABHE - EN LA RE ¢l
§%E MY FFRARRIER  MEHAR

BE D RBEHES

REzE— 7L¢+ AR=+—RHIEFE KAEHHE
ﬁMT%uE EBRXRG(REBELEMHBRUNELARER R

MFEREIHIRIN)

RIBE-——FHEA+TAE ATEBITLRORH

B ITHEFEREEN —DEENE LA RHE

BERATHE:

i} AFHE —HIFE2ECERARTANEE
LIN=ING

i) THEF —HARPEXINEREER
A*ETEE\%’MGJF%&%EZ%ZJS"D*F‘sﬁiéﬁﬁﬁ%
A FEREEZNESHRAEBUALRRERR
BEL RASBERAEREEERSZ HBIMRE
RANMBAR - R

i) TEHREFHRERAAZLEERBLLE(KEY
RARBNATESE RERBR) -

68  China Dredging Environment Protection Holdings Limited s BB A BRIZRAMR A



Directors’ Report (Continued)

Continuing Connected Transactions (Continued)

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

confrolling shareholder.

Further details of the Contractual Arrangements are described in note 41

fo the financial statements of this annual report.

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

The amount of revenue and assets subject to the Confractual
Arrangements accounted for 98.0% and 63.2% of the Group's tofal
revenue and assets respectively for the year ended 31 December 2019
[2018: 97.0% and 67.3%).

The followings are the major risks relating to the Confractual

Arrangements:

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

may be negatively affected.

o If the PRC government finds that the Contractual Arrangements or
the ownership sfructures or business operations of the Company or
the PRC Operational Enfity do not comply with any of the PRC
laws and regulations, the Group's business, financial condition or
results of operations could be materially and adversely affected, as
revenue in relation fo the Contractual Arrangements accounted for
98.0% of the Group's fotal revenue for the year ended 31
December 2019.
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Continuing Connected Transactions (Continued)

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

Shareholders of the PRC Operational Entity, Mr. Liv and Ms. Zhou,
may potentially have a conflict of interest with the Group, and they
may breach their confracts with the Group. Such disputes and
proceedings may significantly disrupt the Group's business
operations, adversely affect its ability fo control the PRC
Operational Enfity and/or otherwise result in negative publicity.

The Group has adopted the following measures to ensure the sound and

effective operation of the Group following the implementation of the

Contractual Arrangements:

as part of the internal control measures, maijor issues arising from
implementation of the Contractual Arrangements had been and will
be reviewed by the Board on a regular basis;

matters relating fo compliance and regulatory enquiries from
governmental authorities had been and will be discussed at such
regular meetings or extraordinary meetings of the Board;

the relevant business units and operation divisions of the Group
reported regu|or|y fo the senior management of the Company on
the compliance and performance conditions under the Contractual
Arrangements and other related matters;

legal advisors and/or other professionals had been and will
continue to be retained fo assist the Group fo deal with specific
issues arising from the Contractual Arrangements; and

the independent non-executive Directors had and will continue to
conduct annual reviews on the Confractual Arrangements to ensure
that it is fair and reasonable and in the best inferests of the Group
and its Shareholders as a whole.

The Direcfors confirm that during the Review Period, the Company has

complied with the disclosure requirements in accordance with Chapter

14A of the listing Rules [save for the exemptions granted under the

above-mentioned waiver).
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Directors’ Report (Continued)

Continuing Connected Transactions (Continued)

The independent non-executive Direcfors have confirmed that the above-

mentioned contfinuing connected fransactions were entered info:

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

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

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

parties.

Besides, the independent non-executive Directors have conducted an

annual review on the Contractual Arrangements and have confirmed that:

[i)  the transactions carried out during the year ended 31 December
2019 have been entered into in accordance with the relevant
provisions of the Confractual Arrangements and have been
operated so that all revenue generated by Jiangsu Xingyu has been
refained by Xiangyu PRC;

[i)  no dividends or other distributions have been made by Jiangsu
Xingyu fo its equity interest holders; and

[ii)  any new confracts or renewed confracts have been entered info on
the same ferms as the existing Confractual Arrangements and are
fair and reasonable so far as the Group is concemed and in the

infterests of the Shareholders as a whole.

In accordance with rule 14A.56 of the Listing Rules, the Board engaged
the auditor of the Company to perform procedures on the above
confinuing connecfed fransactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 ([Revised) “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference fo Practice Note 740 "Auditor’s Letter on
Continuing Connected Transactions under the Hong Kong Listing Rules”
issued by the Hong Kong Institute of Cerfified Public Accountants.
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Continuing Connected Transactions (Continued)

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

auditor's attention that causes them to believe that :

a.  the disclosed confinuing connected transactions have not been
approved by the Board;

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

c.  dividends or other distributions have been made by Jiangsu Xingyu
fo the holders of its equity interests.

Related Party Transactions

Defails of the related party transactions are set out in note 37 to the
consolidated financial statements. None of these related party
fransactions consfitutes a discloseable connected transaction as defined
under the listing Rules, except for those described in the paragraph
headed “Continuing Connected Transactions” above, in respect of which
the disclosure requirements in accordance with Chapter 14A of the

Listing Rules have been complied with.

Share Option Scheme

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

Directors’ Report (Continued)
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Share Option Scheme (Continued)

The maximum number of shares in respect of which options may be
granfed under the Share Option Scheme shall not exceed 30% of the
issued share capifal of the Company at any point in time. The fotal
number of shares in respect of which options may be granted under the
Share Option Scheme must not in aggregate exceed 10% of the shares
in issue af the fime dealings in the shares first commence on the Stock
Exchange. This limit was last refreshed by the Shareholders in the annual
general meeting of the Company held on 29 May 2019 so that the
maximum number of Shares which may be issued upon the exercise of all
opfions o be granted under the Share Option Scheme shall not exceed
177,366,400 Shares, being 10% of the Shares in issue as at the date
of passing the relevant resolution on 29 May 2019.

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

accordance with the Listing Rules.

Options may be exercised during such period (including the minimum
period, if any, for which an option must be held before it can be
exercised) as may be defermined by the Directors and commences affer
a certain vesting period and ends in any event nof later than 10 years
from the date of grant of the relevant share options, subject to the
provisions for early fermination thereof. The offer of a grant of opfions
must be taken up within 21 days of the date of offer, upon payment of
HK$1 as consideration by the grantee. The exercise price is equal fo the
highest of [i] the closing price of the shares as sfated in the daily
quotations sheet issued by the Stock Exchange on the date of the offer of
grant; (i) the average closing price of the shares as sfated in the daily
quotations sheets issued by the Stock Exchange for the five business days
immediately preceding the date of the offer of grant; and (iii) nominal
value of the shares. 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. The Share Option Scheme will remain in
force for a period of 10 years from the date of adoption and will expire

on 23 May 2021.
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Share Option Scheme (Continued)

The movements of the share options granted under the Share Option

Scheme during the year ended 31 December 2019 are as follows:

Number of share options

Directors’ Report (Continued)

i B RE S Bl )

REBZE_Z-AF+_A=ZT—HLEFERN BEE
PRt BRI 2 BEEEFH T

BREHR
Closing price
Lapsed/ Outstanding immediately
Outstanding Granted Exercised  cancelled as at before the
Name or category at 1 January during during during 31 December Date of Exercise  date of the
of participant 2019 the year  the year the year 2019 grant” price grant Exercise period®
R-E-h& RZB-h% BERH
-A-H RER RER RERE +=A=+-B BRE BEAH
SREHELER i AT B B i AR EH WATHE BiAHY EE WhE TEHS
[HK$ per Share) (HK$ per Share)
(BET) (BRET
Directors
Bz
Mr. Wu Bin 14,780,000 - — 14,780,000 - 11/10/2018 0.131 0.119 11/10/2018-
iy 10/10/2019
Mr. Wu Xuze 14,780,000 - — 14,780,000 - 11/10/2018 0.131 0.119 11/10/2018-
RIBELE 10/10/2019
Employees in 14,780,000 - — 14,780,000 - 11/10/2018 0.131 0.119 11/10/2018-
aggregate 10/10/2019
CEh
Others in aggregate 41,220,000 - 8,702,000 32,518,000 - 11/10/2018 0.131 0.119 11/10/2018-
Htbast 10/10/2019
Total 85,560,000 - 8,702,000 76,858,000 -
st
Notes: B & -
(1) Each of the option is granted for consideration of HK$ 1. (1) BHEREREKRKERIBIT-
[2)  The exercise price of the share options is subject fo adjusiment in case of 2) (HEFTHRKAFBITRAQRRRASL Kt L2
rights or bonus issues, or other similar changes in the Company’s share ) BIBEREZTEEITIUNRE-
capifal.
[3)  Immediately vested. 3) ENESEHEB-
(4] Mr. Wu Bin has resigned as vice chairman and executive Director on 31 4] MEEEER_Z_ZF=-_A=+-—BHEBETER
March 2020. BITEERE -

The Company had 17,000,000 outstanding share options as at the
date of this annual report as it had granted such options on 20 January
2020. The total number of Shares in respect of which share opfions
available for grant under the Share Option Scheme was 160,366,400,
representing approximately 8.1% of the issued Shares as at the date of

this annual report.
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Directors’ and Chief Executive’s Interests and EERTETHRAERNRMD REE
ghort Positions in Shares and Underlying BROHWEZRXR
ares

As at 31 December 2019, the Directors and the Company's chief RZZE—NF+-A=+—H BESERARAIFTELT
execufive, and their respective associates had the following interests in BAEBRBESEMNBEANARR KERAEEE
the shares in the Company and its associated corporations (within the (FERBLELBEEEIEXNVT) RN - EEIRE
meaning of Part XV of the SFO) which were required to be notified fo the BEMBAEKEIEXNLE/ RSO B(BREBEREE
Company and the Stock Exchange pursuant fo Divisions 7 and 8 of Part S RHEENNZSEEXEEERRABHANERR
XV of the SFO [including inferests and short positions which they are KE)RIBIBEZETR BN ARR LB RZAT iR
taken or deemed fo have been taken under such provisions of the SFO) EEAERHEKRAIEI2KAZEREATREE N
or pursuant to the Model Code, or were required fo be entered in the Tz mT

register kept by the Company pursuant to section 352 of the SFO:

Interests in the Shares PR HERS

Long position

Hr
Approximate
Name of percentage of
Director Capacity Notes Number of Shares shareholding
HRENEY
EEpnA 56 B & RGO EE Aok
Mr. Liu Kaijin Interest in controlled corporation ] 351,600,000 19.73%
ZIFE L REEEENER
Beneficial owner 35,559,000 2.00%
En#aA
Ms. Zhou Shuhua Inferest in spouse 2 387,159,000 21.72%
B EE R+ e (5 % &
* These percentages are computed based on the total number of Shares in * ZEBDLIRBARRAR-_ZE-—NF+_A=+—
issue (i.e. 1,782,366,000 Shares) as at 31 December 2019. HE/TIMDESE(BN1,782,366,000% % 7) s+ &
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Directors’ and Chief Executive’s Interests and
Short Positions in Shares and Underlying
Shares (Continued)

Notes:

1.

Mr. liv is the sole beneficial owner of Wangiji Llimited (“Wangiji’], a
company incorporated in the Brifish Virgin Islands with limited liability,
which is the direct owner of 351,600,000 Shares. Further, Mr. Liu is the
beneficial owner of 35,559,000 Shares.

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

Interests in associated corporations

Name of associated

Directors’ Report (Continued)

1 BARAEREEARAR(HERE] —HREBELZHS
AMKIOERARWE—EEHEAA MEER
351,600,000 B W EHBEE A - b5 BIEER
35,559,000 e ) B & HEH A o

2. AREIRAEENEB BAR—RER-REEH
FEIEGO AR BB RN EERENMBAR
A (BREFRA AR A EE -

R AR B R B Y R AR

Long position
Ha

Approximate
percentage of
total number of

Name of Director corporation Capacity Notes Share capital shareholding
EREARN
Esps HBEEEER ) B &t IR 2 BHBEDL
Mr. Liv Kaijin Wangii Beneficial owner ] 200 ordinary shares 100%

216 & & AE £ EmEAA 200 /% & i@ A
Jiangsu Xingyu Beneficial owner ] Register capital of 100%

RMB39,315,800

oL &R EmEAA AMER

AR#39,315,8007T
Ms. Zhou Shuhua Wangji Inferest in spouse 2 200 ordinary shares 100%

FARELR L AEE I B 200 P & i A
Jiangsu Xingyu Interest in spouse 2 Register capital of 100%

RMB39,315,800

L LT B B #E T E AR

AR #¥39,315,8007T

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

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

1 BEETAIHRFHNRHEMEANR —BESHEE
AN BIEERBRLEDRIRITEHILTO8.47%K1.53%
AMEANBLHEA - BRE_ZT-ZFLAT-H
RV —BREER ARG AR LS
BTHEFEMEARN 53%

2. FAREIRBALEMER WA - REF-REES
EHEGD  AXEtRE/RIALEREHME B
FEER(BRFR KR D HEAEE -
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Directors’ Report (Continued)

Directors’ and Chief Executive’s Interests and
Short Positions in Shares and Underlying
Shares (Continued)

Saved as disclosed above, none of the Directors and chief executive of
the Company or any of their associates had any inferests or short
positions in the Shares, underlying shares or debentures of the Company
or any associated corporation as at 31 December 2019 (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 lincluding interests and short positions which the Directors or chief
executive of the Company were deemed or faken 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 nofified
to the Company and the Stock Exchange pursuant to the Model Code.

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

As at 31 December 2019, to the best of the knowledge and belief of the
Directors, other than those set out in the section headed "Directors’ and
Chief Executive’s Interests and Short Positions in Shares and Underlying
Shares” in this annual report, persons had inferests or short positions in
the Shares or underlying shares of the Company which would fall to be

EEERE @ 1\)}
ol 7%

EERITARABRBE G R
ronEEd%Ad

BEXPEBEEN R_B-NAF+_R=+—8H"
ARABEERETBZTHABHBEENOEAHEARE
RARBHEMBBZEE(EELESFMMEKIE

XVER) Bt - R S ES T BEREE S LB
EGEPIEXVERE7 K8 AR M A R R KB AT

EAREIAR (BREARAEFTLEIZTHAER
B&E #}&Hﬂ SEPIMZE G E LB RERNRE

BmRAR)RBERE S LB RO B I52K AL HER
ARRFIFENE TN EMERIORE - HRIBR
EFRAAMGERRA LB RN ERERILR -

DA REBR G

B

8
=
3o
A
53

—NF+ZA=+—B BREERARERE"
BAFRIEERIBTBRABRRERMD RABABRN DN
B PORR -l EN  RIFEH KR BRI F
3361 AFE N B R A AR 88 R A 2 B ) AR
Fﬁﬂxfﬁqﬂ%ﬁﬁﬁﬁm%&ﬁﬁfﬂﬂﬁﬂ%X\/*IE%Q&S

disclosed to the Company under the provisions of Divisions 2 and 3 of MBRINATFEENESZSIREZ AT T -
Part XV of the SFO as recorded in the register required o be kept under
section 336 of the SFO were as follows:
Long positions in Shares RBEFAE
Approximate
Number of percentage of
Name of Shareholder Capacity Note Shares shareholding
ERENEY
RRERH 54 I & R4 #E Aok
Wangiji Beneficial owner 351,600,000 19.73%
AEA EmEE A
Zhu Baolong Beneficial Owner 295,600,000 16.58%
KEH EmEa A
Jiangsu Baisite Environment Engineering Co., Lid Beneficial Owner I 148,180,000 8.31%
AIHBEFREIEAGR QA BEmEBA
* These percentages are computed based on the total number of Shares in * ZEABDLIRBARAR T -NAFF_A=+—

issue [i.e. 1,782,366,000 Shares) as at 31 December 2019.
Note:

1. Luck Morgan  Investment limited acts as nominee for Jiangsu  Baisite
Environment Engineering Co., ltd* to hold 148,180,000 Shares.

BEZITRG L E(A1,782,366,000R & 1) 5 & -

1. Luck Morgan Investment Limited AT 8% B HT 5 3R 35 Ti2 A&
BRAREIE S A H ) #5HF 148,180,000 0% B 17
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Audit Committee, Remuneration Committee
and Nomination Committee

Details of the Audit Committee, Remuneration Committee and Nomination
Comnmittee are set out in section headed "Corporate Governance Report”
of this annual report.

Sufficiency of Public Float
As at the date of this annual report, the Company has maintained the
prescribed public float under the Listing Rules based on the information

that is publicly available to the Company and within the knowledge of
the Directors of the Company.

Event after end of Reporting Period

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

and Analysis” in this annual report.

Auditor

Moore Stephens CPA Limited was appointed as audifor of the Company
with effect from 31 October 2018.

Moore Stephens CPA Llimited will refire and a resolution for their re-

appoiniment as auditor of the Company will be submitted at the
forthcoming annual general meeting.

On behalf of the Board

Liv Kaijin
Chairman

Hong Kong, 29 April 2020

Directors’ Report (Continued)
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Independent Auditor’s Report

To the Shareholders of China Dredging Environment
Protection Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of China
Dredging Environment Protection Holdings Limited (the “Company”) and
its subsidiaries (collectively referred to as the “Group”| set out on pages
86 to 212, which comprise the consolidated statement of financial
posifion as af 31 December 2019, and the consolidated sfatement of
profit or loss and other comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the year
then ended, and notes fo the consolidated financial statements, including

a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31
December 2019, and of its consolidated financial performance and ifs
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards ("HKFRSs") issued by the Hong
Kong Institute of Certified Public Accountants ("HKICPA”) and have been
properly prepared in compliance with the disclosure requirements of

Hong Kong Companies Ordinance.

BB ERE

MOORE STEPHENS

Moore Stephens CPA Limited
801-806 Silvercord, Tower 1,
30 Canton Road, Tsimshatsui,
Kowloon, Hong Kong

T +852 2375 3180
F +852 2375 3828

> S 0 TR Y
W OB WO Ok

www.moorestephens.com.hk

BHBERARRERARDARR

(R SBSEMALF IR LA

i)
=

RITEBEZBRIRNEBOE212EHHARRIERE
RAR(TERRD REHBAR (GHEIEEE]) HH
EUBRER HBER -_ZE-hAF+_A=+—8BH
FEMBMAREREZALFENGABRE REM
2EHKGER HARZEIRREERERER MU
MG BRERMNE(BRERSFTBEME)

AIRR REREUBRRCREELSTMHIE
(BEGAMAEBEMNBTEMBRELA(FE
MHBRELEMNDEEMATHRE EEER-_ZF—
NET_A=T—"BNKRAaUBRRAREEEZZH
LHEENGEAMBRERGERESRE  YERRE
BRARMGPINBREREZ SRS -
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Independent Auditor’s Report (Continued)

38 M % B AN R (R

Basis for Opinion

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

appropriate o provide a basis for our opinion.

Material Uncertainty Related to Going
Concern

We draw attention to Note 2 to the consolidated financial statements,
which highlight that the Group had net current liabilities of approximately
RMB283 million. In addition, as at 31 December 2019, the bonds
payable and accrued interest amounting to an aggregate amount of
approximately RMB286.8 million have been past due and due for
immediafe payment, the circumstances surrounding the failure by the
Group to settle the bonds when the bonds fell due for repayment on their
maturity date is sef out in Nofe 2.

These conditions, along with other matters as set forth in Note 2 to the
consolidated financial statements, indicate the existence of material
uncertainties which may cast significant doubt over the Group's ability fo
continue as a going concern. Our opinion is not modified in respect of

these matters.

Key Audit Matter

Key audit matter is the matter that, in our professional judgment, was of
most significance in our audit of the consolidated financial statements of
the current period. This matter was addressed in the confext of our audit
of the consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide o separate opinion on this
matter. In addition to the matter described in the Material Uncertainty
Related to Going Concern section, we have determined the matter
described below fo be the key audit matter to be communicated in our

report.

RRAXE

ATERBEEESGAMASHEMNBTEETEYN(E
BEEADETEF; - ATEZFERTHEED
RAREZBENA B RSB B RRAAENEE]
—EHREE SR REBEFESHMNASRMANE
XemBERTATTAD  ATBLR EKH-
YERITTRFOEMBEBEE - NTTHE - ATTA
ESHNEARIBERARCLREZHARTNRIERE
AR -

BEECEHENERTRES

AITRE MTEIGAUBHRRME2 LER

EXEHAERD B EFELH AR 2830000007
N R ZFE-NF+_A=+—B BFEMHRKR
JEGH A B AL AR 286,800,000 7T E #1 Hi K& 7R
B EXRERERESFIHNBEEBINHEE
BEFOBRAENME2

ZERN  ERGEEMBRRME2ABEMER
BIFEEATHEEMEXREY BESRBENFAEKERE
TEREARERR - ATHER AL B Z FRIELERT

BREZFTEE

MRBAFTARRBEATHERAE A/ AHM
HAVBHREANETRAEENSTEH ZFFTERK
TENAERGAMBHRRLILABRRERE  MATT
TEHZEEHERHBINER - BREFELERH
MEARTHEEE—SMAEEEIN ATCEE XA
BEER/ATHRES TIRNEREZER -
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Independent Auditor’s Report (Continued)

Key audit matter

RREETEHE

B M % B AT R ()

How our audit addressed the key audit matter

KTEFTNAEERRERTEE

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

EBREMRENEERHEEEE ((RAEEERE])ERBETHE

We identified the assessment of loss allowance for expected credit
losses on trade receivables and confract assefs as a key audit matter.
The Group's trade receivables and confract assefs mainly arise from
dredging, water management and marine related businesses. The
esfimation of expected credit losses of these trade receivables and
contract assefs involved exercise of significant judgement by
management and high degree of estimation uncertainty.
ATHEEERRANEERNEEBRNEBRBERANGR
REAREFETE BEEENEREARENEETERE
B KBEERNREEEEEL ZERUREARARGNEE
BHEEBRMEF S RERETHEERNHAE ARRE RO
S HETE I

As at 31 December 2019, the Group had trade receivables and
contract assets, net of allowance for credit losses of
RMB777,559,000 and RMB11,613,000 as disclosed in Notes 22
and 23 respectively, and provision of expected credit losses of
RMB308,194,000 and reversal of expected credit losses of
RMB2,695,000 were recognised for frade receivables and confract
assets respectively during the year.
RZE—NF+ZA=+—H ESEHBEEREREE
HNEEHKREEEBREE ARK777,559,0007T & A R
11,613,0007T (5 5l 4% 88 7 Bt 52 22 ]2 23) » & R 78 5 5l 5t & Uk
ERREHNEERRABHEEBEEEARE308,194,000
TRIBHEEEBEEZDARK2 6950007 °

Our procedures in relation fo the evaluation of the assessment of
loss allowance for expected credit losses on trade receivables and
contract assets included:
ROTERERERRGNEERREEFENEREET
VIR B4

e We obfained an undersfanding of the management's process
for credit risk assessment and impairment assessment of
allowance for expected credit losses on trade receivables
and confract asses.

o RITRGHEEEEMEREARENEERNGEE
B R 1T 5 B A B R RO ERTMRAZEY T B

e We fested, on a sample basis, the accuracy of aging of
trade receivables balances based on invoice date and due
date as at the end of the reporting period to the underlying
invoices.

o RTERHEAREAERERE BRI E B HmER
B U AR R A R PR e E R I o

o For the collectively assessed ECL, we assessed the
reasonableness of the Group’s ECL models, including the
model inputs, model design, model performance for
significant portfolios.

s A —FERHEEERE K7HE EEEFEHE
EEERANSEE EREZREEANHNEAER
A EARE  EARR -
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Independent Auditor’s Report (Continued)

38 M % B AN R (R

Key audit matter

RREETSEHE

How our audit addressed the key audit matter

FOTEFNMNEEHAREGSEHE

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

EBREMRENEERHEEEE ((RAFEERE])ERBEETHE

The Group has applied a lifetime expected credit loss model in o
determining the expected credit losses to be recognised in respect of
the trade receivables and contfract assets during and as at the end of
the year. When defermining the amount of expected credit losses fo

be recognised as af the end of the reporting period, the management
considered the risk of a default occurring on the trade receivables and
confract assets as at the reporting date, faking info account both
quantitative and qualitative information that is reasonable and
supportable, including historical experience (including credit history @
and current credit worthiness of the cusfomers) and forward-looking
information (including current market conditions) that is available
without undue cost or effort.

ESEEEERAEHESRGEERERS EEFEPRARFR
HREBERRENEERANERCEFR - BEEREHR o
BHEEFESER EEEZRIBEEPERKERES
NEEBRLENNAR UERAE EIUTERTHE -
B EREFTBERAXBNNAESZELELR(BER
FEERERNAGERNEL) RERZER (B E A M5
R e

Other Information

The directors of the Company are responsible for the other information.
The other information comprises the information included in the annual
report, but does not include the consolidated financial statements and our

auditor's report thereon.

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

conclusion thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated. If, based on the work
we have performed, we conclude that there is a material misstatement of
this other information, we are required fo report that fact. We have

nothing fo report in this regard.

We challenged whether hisforical experience is representative
of current circumstances and of the recent losses incurred in
the portfolios and assessed the reasonableness of forward-
looking adjustments, including the economic variables and
assumptions used in each of the economic scenarios and their
probability weightings. VWhere changes had been made in
model parameters and assumptions, we evaluated the
reasonableness of such changes.
RITERELEMSBREEORKRABMERBBRANKEE
S HEE THAEREFBENAEL BESKE
BMARBEZEE RBRIEATREEESE FEAZ
BEREREE  ATRAFHEEEEN AR -

We also assessed the disclosures to the financial statement
relating to the Group's exposure to credit risks.
AITMEHEE  EEEEREER R AR S ® K
BT o

Htt &R

BERREFAHEMENAE EMENBRFRA
FEMEN  ENERGEAMBBRRRATHRES
B A% BRBD R -

ATHEAMBREINERL TRERMER AT
NAIHEZEEMERNEREFAZANRELR °

RATHEAWHWMRNESN  ATNEETHAME
fER  FilBiEd TRHEMGEMERSWHEE
EATEEHBEFAATNERAREFEENERE
FEUFEERERBL - ERNAITEITHTAE
WATRBRREMERFEEABRRL - N1TFER
ERERE -ATHUE Y EEMERARS -
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Independent Auditor’s Report (Continued)

Responsibilities of Directors and Those
Charged with Governance for the
Consolidated Financial Statements

The direcfors of the Company are responsible for the preparation of the
consolidated financial statements that give a frue and fair view in
accordance with HKFRSs and the disclosure requirements of the Hong
Kong Companies Ordinance, and for such internal control as the
directors determine is necessary fo enable the preparation of consolidated
financial statements that are free from material misstatement, whether due

to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group's ability to confinue as a going
concerm, disclosing, as applicable, matters related to going concern and
using the going concem basis of accounting unless the directors either
intend to liquidate the Group or fo cease operations, or have no realistic

alternative but to do so.

Those charged with governance are responsible for overseeing the

Group's financial reporting process.

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

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

consolidated financial statements.
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Independent Auditor’s Report (Continued)
38 M % B AN R (R

As part of an audit in accordance with HKSAs, we exercise professional

judgment and maintain professional skepticism throughout the audit. We

also:

84

Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive fo those risks, and
obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not defecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intenfional

omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant fo the audit in
order fo design audit procedures that are appropriate in the
circumsfances, but nof for the purpose of expressing an opinion on

the effectiveness of the Group's internal control.

Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures

made by the directors.

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

a going concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair

presentation.
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Independent Auditor’s Report (Continued)

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

our audit opinion.

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit and
sigmificom audit Hndings, inc|udmg any signiﬁcont deficiencies in internal

confrol that we identify during our audit.

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

and where applicable, related safeguards.

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

benefits of such communication.

Moore Stephens CPA Limited
Certified Public Accountants

Chan King Keung
Practising Certificate Number: PO6057

Hong Kong
29 April 2020
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

meEaRkAMZEKER

For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

2019 2018
—EB-NF —E-)N\F
Notes RMB’000 RMB'000
i et ARB T ARBET T
Revenue Wz 6 442,368 618,833
Operating cost 4298 i 2N (391,004) 497,112)
Gross profit E7 51,364 121,721
Other income H bl A 8 1,295 5,348
Allowance for expected credit losses, net of reversal 78 HA{Z & 5 18 5 & 18 [0 )% 58 11 (333,685) (246,055)
Other gains and losses, net Hib U zs & E5 18 =58 Q (5,590) (14,701)
Marketing and promotion expenses MEHEEREREERX (7,681) (11,513
Administrative expenses 1T R X2 (65,722) (52,063)
Changes in fair value of invesiment properties WEMZENFEE 20 (6,286) 17,400
Finance costs & B AR 10 (45,050) (52,482)
Loss before fax % BB 1R (411,355) (232,345)
Income tax expense P15 %5 2 12 (110,673) (22,150)
Loss for the year FREE 13 (522,028) (254,495)
Other comprehensive expense Ht2m X
Item that will not be reclassified to profit or loss B reEN P EZEn2EE
— Revaluation of properties —WEER - (22,400
Total comprehensive expense for the year FRNEEHR X A5 (522,028) (276,895)
Loss for the year attributable to: THALTEEFAEE :
Owners of the Company ViIN/NEET R P =N (517,586) (258,647)
Non-controlling interests FEERE (4,442) 4,152
(522,028) (254,495
Total comprehensive expense attributable to: THALTEGEZHEMAX B :
Owners of the Company ViN/NETE? ¥ =N (517,586) (281,047)
Non-controlling inferests FEFE AR 4 (4,442) 4,152
(522,028) (276,895
Loss per share FRER 15
— basic and diluted (RMB cents) —EARALG#EBARESD) (29.15) (16.99)
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Consolidated Statement of Financial Position

SRE PRI R

At 31 December 2019 R—ZE—hALF+_-_B=+—H

2019 2018
—EB-NF —E-N\F
Notes RMB’000 RMB'000
Kt ARB T ARBF T
Non-current assets FRBEE
Property, plant and equipment ME - BE NEE 17 1,385,482 1,457,160
Rightof-use assets EAEEE 18 94,591 -
Prepaid land lease payments TE A £ 1t 78 495K 19 - 92,398
Invesiment properties EME 20 464,500 470,786
Goodwill Ha 201 201
Deposit paid for acquisition of property, ENWEDE - BB K
plant and equipment REBOEE 8,421 13,153
Deferred tax assets IRIERIE & B 21 - 98,332
Other intangible assets Hi & E 3,750 4,083
Trade and other receivables due affer one year —F & EIHIMERER L HE M EKZ 22 2,338 1,908
Contract assets ERNEE 23 11,613 34,662
1,970,896 2,172,683
Current assets RBEE
Prepaid land lease payments T8 5 1 30 A8 49 3K 19 - 2,908
Trade and other receivables and prepayments & 4 AR 3K K E At & U 51 A B 78 15F 3k 22 863,660 1,125,061
Bank balances and cash IRITHER MRS 24 12,612 48,435
876,272 1,176,404
Current liabilities RBEE
Trade and other payables JE 15T AR R Ko L fth 8 A5 3R 25 377,939 378,433
Amounts due fo directors of the Company ERARBESRIE 26 11,334 6,933
Amounts due to non-controlling shareholders JFE 15— FE BT /BB A R) FE4E AR
of a subsidiary S @ 27 3,060 1,764
Tax payable S FIA 105,952 102,083
Bank borrowings RITIEE 28 297,000 324,670
Other borrowings Hip g & 29 54,090 54,526
Bonds payable B ES 30 286,804 254916
Contract liabilities BHBEE 23 22,010 22,136
lease liabilities HEBE 31 1,263 -
1,159,452 1,145,461
Net current (liabilities)/assets RE(BE) EEFE (283,180) 30,943
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Consolidated Statement of Financial Position (Continued)

e M BARR K (&

At 31 December 2019 R—_ZE—hALFE+=-_A=+—H

2019 2018

—E-AF —E—N\F

Notes RMB’000 RMB'000

Kt aE AR¥T T AREFIT

Total assets less current liabilities BEERABER 1,687,716 2,203,626
Capital and reserves BEAN B

Share capital AR 7R 32 150,365 149,577

Reserves E 1,266,504 1,783,846

Equity affributable to owners of the Company N2 Rl #E B A B #E = 1,416,869 1,933,423

Non-controlling inferests I 47 A A = 146,305 155,203

Total equity DB 1,563,174 2,088,626
Non-current liabilities R EE

Amounts due to non-controlling shareholders FE 15— FE BT BB A B JE4E AR

of a subsidiary A% B Zk 18 27 68,502 69,711

Deferred tax liabilities EIETIB A & 21 17,256 11,034

Other borrowings HiEE 29 37,915 34,255

Llease liabilities HEaE 31 869 —

124,542 115,000

1,687,716 2,203,626

The consolidated financial stafements on pages 86 to 212 were

approved and authorised for issue by the board of directors on 29 April

2020 and are signed on ifs behalf by:

Liv Kaijin
2B E

Director

EE

BREBOE2I2EMNEEUBRRER T _FFN
A-ThBEESSHERKENE A NIIAL

RREEF:

Zhou Shuhua
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2019 B E =&

SREERBER

—NE+ZRA=+—HILtFEE

Attributable to owners of the Company

NG 2PN 31
PRC Share Non-
Share Share statutory Other  options Retained controlling
capital premium  reserve  reserve  reserve profits Total interests Total
TEEE
BA  RHEE e HittRE BRERGE S7%A @i FERES @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETRT ARETRE ARETT ARETRT ARETRT ARETR
[nofes i [nofes il
(Hiati) (Hiatii)
At 1 January 2018 RZE-N\%F
_ﬂ —H 123,483 922,980 19,658 204,554 = 909,731 2,180,406 156,844 2,337,250
(Loss|/profit for the year BE),/ %7 - — - - —  (258,647)  (258,647) 4,152 (254,495)
Deficit on revaluation of ﬁiﬁﬁ&ﬁ%%z
properfies under construction R E 2 Efh
to investment properties 4l - - = = = (22,400 [22,400) — (22,400)
Tofal comprehensive income FREEKRELER
for the year 123,483 922,980 19,658 204,554 = 628,684 1,899,359 160,996 2,060,355
Dividend paid fo nonconfrolling 3% £ F FE 2 B 4 2%
inferests R B — — — — — — — (5,793) [5,793)
Equityseftled sharebased AERS BRI D
paymerts (Nofe 43) S (H3243) = - - - 275 - 2,752 - 2752
Placement of new shares HRHRE
[Nofe 32) (H1£32) 26,094 5218 - - - - 31,312 - 31,312
At 31 December 2018 and RZBE-N\E
1 January 2019 +:ﬂ£+
&:E*ni
—A—H 149577 928,198 19,658 204,554 2752 628,684 1933423 155203 2,088,626
Loss for the year FRER - - - - — (517,586 (517,586) (4,442) [522,028)
Tofal comprehensive income FREERELEE
for the year 149,577 028,198 19,658 204,554 2,752 111,098 1415837 150,761 1,566,598
Dividend paid fo noncontrolling 32 £ F JE#2 B i 25
inferests oy - - - - - - - (4,456) 4,456)
Issue of shares upon exercise TEBRERRT
of share options (Nofe 32) & 1n (H7:232) 788 523 - - (279) - 1,032 - 1,032
Share option lapsed BRBMEBERE - - - = (2,473 2473 - - -
At 31 December 2019 \ZZ—NF
+-RA=+—H 150,365 928,721 19,658 204,554 = 113,571 1,416,869 146,305 1,563,174
Notes: Kt e -

(i)

(i)

According fo the Arficles of Association of subsidiaries established in the
People’s Republic of China (“PRC"), a portion of the profit after taxation of
the Company's PRC subsidiaries is required fo be transferred to a PRC
statutory reserve before distribution of a dividend to their equity owners. The
fransfer can cease when the balance of the reserve reaches 50% of the
registered capital of the respective subsidiaries. The statutory reserve can be
applied either 1o set off accumulated losses or fo increase capital of the
respective subsidiaries.

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 and the paid-in capital of RMB39,316,000 of the PRC
Operational Entity (as defined in Note 41) pursuant to the group
reorganisation in 201 1.

(i)

(i)

MR AR SR B ([ B Ak Sz 0 B 8 2 =) 0 748 43
BIRAA) - AR R H P BB A B AR SRR
MEREREES AD KRS 518 8= P BEEF
B-ERFREEREZHBME R FEME A 50%E
ARIEER - ZORERKBABREFERF BIENAEE
MEBRREMNER-

AEENEMRHEEEADBBIEIRBRAEEN T

E’JHQ$E{EE@:?—-ﬁ%@i%ﬁﬁﬁ%iﬂ@ﬁﬁﬁ%
AR EE(ERTRKEER(ER LM E41)H

BEHERARKE39,316,0007T) W& K Z 5
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Consolidated Statement of Cash Flows

mERTRER

For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

2019 2018
—EB-NF —E-)N\F
Notes RMB’000 RMB'000
i et AR¥TT ARBET T
Operating activities REEE
Loss before fax MR B A& 18 (411,355) (232,345
Adjustments for: BTFIRIEFE
Depreciation of property, plant and equipment ME BELXETE 105,974 104,949
Allowance for expected credit losses, net of reversal T8 HA{= & /&5 18 # {5 # 6] )5 28 11 333,685 246,055
Amortisation of infangible assets B EEEH 333 334
Amortisation of prepaid land lease payments TE A+ b 38 49 R 8 - 2,792
Depreciation of rightof-use assets FREEEHH 4,024 -
Gain on disposal of property, plant HEME - BE R&B
and equipment, net Y =5 % 5 (177) -
Changes in fair value of investment properties KREWERTFEES 20 6,286 (17,400
Finance costs & R A 10 45,050 52,482
Interest income B A (133) (1,840)
Unrealised exchange loss RERE A 5,767 14,701
Equity-seftled share-based payments VARE 25 45 H B9 AR 19 X T 43 - 2,752
Operating cash flows before movements EEEcENEERSRE
in working capital 89,454 172,480
Increase in frade and other receivables JRE W iR 75 K L At 8 Uk R 38 N (73,317) (60,058)
Decreose/(increose) in contract assets EHEER 9\/@ ) 23,049 (37,536)
[Decrease)/increase in trade and other payables J& 15 BR 3k & B A R A5 3R
CR4) /42 fn (494) 10,499
(Decreasel/increase in contract liabilities AHEECRD), M (126) 22,136
Cash generated from operations EEMSMNIRE 38,566 107,521
PRC income tax paid ENFREREN (2,250) (5,173)
Net cash from operating activities RETHAEREFH 36,316 102,348
Investing activities REEE
Purchase of property, plant and equipment BEWX HWELRB (14,941) (48,935)
Deposit refunded (paid) for acquisition of property, B E - BE A& HRE
plant and equipment () eiEE 786 (787)
Proceeds from disposals of property, plant and HEWE  BE R ZEBAERE
equipment 269 —
Inferest received B WA & 133 168
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Consolidated Statement of Cash Flows (Continued)

RERETRERE

For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

2019 2018
—EB-NF —EN\F
Notes RMB’000 RMB'000
Kt AR®ET T ARBT T
Net cash used in investing activities RETEHMARESFHE (13,753) (49,554)
Financing activities & EE
New bank borrowings raised ILIRITEE 418,000 364,670
Advance from a director of the company RKEARRA—BEEFD
#37 ;KIH 85,438 79,704
New other borrowings raised MIBHMES 350,368 25,680
Advance from non-controlling shareholders KE— KB A A A IEZE R
of a subsidiary P& 3R 2 3 5RIB 5,000 5,650
Proceeds received from share placements 1% 15 B & AT 1S 7018 32 - 31,312
Proceed:s from issue of shares upon exercise TR AR 1R TR (D
of share options 15 k18 32 1,032 —
Repayment of lease liabilities BEBEEERE 18 (1,330) =
Repayment of bank borrowings BRERTEE (445,670) (411,192
Repayment to a director of the company BENNRESEKIE (81,037) (82,373)
Interest paid BT AR (26,348) (18,565)
Repayment of bonds BEESH 30 (6,030) (19,207)
Repayment of other borrowings EBREMEE (347,144) (36,262)
Repayment fo non-controlling shareholders of a subsidiary [a] — i i /& & 7] &9 FE#5 i%
fi% 5 {838 5B (6,209) (7,488)
Dividend payment to non-controlling shareholders e — il B /B8 & &) 9 3E 722 Ak
of a subsidiary AR 3R 2 AR B (4,456) (5,793)
Net cash used in financing activities RMETEHRMARSFEE (58,386) (73,864)
Net decrease in cash and cash equivalents BRE&ERRESZEYRD FE (35,823) (21,070
Cash and cash equivalents at beginning FINBRESRBASEEY
of the year 48,435 69,505
Cash and cash equivalents at end of FRANESRRSEEY
the year, represented by bank balances BRITHEBRERE
and cash 12,612 48,435
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Notes to the Consolidated Financial Statements

e P BHmRME

For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

1.

92

General

The Company was incorporated as an exempted company with
limited liability in the Cayman Islands and its shares are listed on
the Main Board of The Stock Exchange of Hong Kong Limited (the
"Stock Exchange’). The Company's immediate and ultimate
holding company is Wangji Llimited, a limited company
incorporated in the British Virgin Islands, which is ulimately and
wholly owned by Mr. Liu Kaijin (“Mr. Liv"), who is the Executive
Director and chairman of the board of directors of the Company (the
"Board”). The Company's registered office is located at Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-
1111, Cayman Islands and its principal place of business in Hong
Kong is located af Rooms 15012, 15/F., Siu On Plaza, 482
Jaffe Road, Causeway Bay, Hong Kong.

The Company acfs as an investment holding company and the
particulars of ifs subsidiaries are set out in Note 41 to the

consolidated financial statements.

The consolidated financial statements are presented in Renminbi

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

Basis of Preparation of Consolidated
Financial Statements

During the year ended 31 December 2019, the Company had
not settled the Bonds as defined in Note 30 when they became
due in accordance with the sixth amendment agreement (the “Sixth
Amendment Agreement”) signed between the Company and CITIC
Capifal China Assess Fund Limited (the “Bondholder” or "CITIC")
on 15 March 2019.

Under the Sixth Amendment Agreement, the Company needs fo
repay the principal amount of the Bonds of approximately
HK$319,483,000 |[equivalent to approximately
RMB285,890,000) together with the accrued interest on
20 December 2019 [the "Maturity Date”). As at 31 December
2019, the total amount remained unsettled, including the accrued
inferest, amounting to approximately HK$320,503,000 (equivalent
fo approximately RMB286,804,000).

Up to the date when the consolidated financial statements are
authorised for issue, the Company had not settled the Bonds when
the Bonds and accrued interest fell due for repayment on the

Maturity Date and remained overdue for repayment.

1.

China Dredging Environment Protection Holdings Limited A EFURRRIERER A T

—REH

RARABBRBEREFSRARVETMA L BERR
BRAA - HROREABARZAMBERRA A
([BERXPT) EMR BT e RA R E B KRBT
BRARIREERRLAA —HREBRELES
SAMAZHERAR HAARARITEEF
Exg((Exe ) TRARMERETRLELED
RBEREEHER - AR AR M ERELR
Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman, KY1-1111, Cayman Islands * & B & 4 £
TEEMBURNBBMBEEHEBI2H KL
E% 1588 1501-2%F o

ARARR—HREZERAR  EWEAAMN
BENEE M BHRRM T4 -

P}-u;

HAVBRRUAARBTIARE]D (MAEXRAG

WEEE®) 275 -

F

REMBBRRNERERE

REE-_ZTE—hAhE+_A=+—"HBILEE B
& K A R] B2 CITIC Capital China Access Fund Limited
([BEHFHBEBAIHICANICHR=ZF—NLF=A
THBFIZZENGDIER = ERDERTH
Z2D) ARFRABEIRAES(EE LM
30) °

REFEANDETBHE A2FAAR-F —
NEF+ZAZTBHTEHADENES A
& % #4)319,483000/8 T(HERMHARE
285,890,0007C) =M EAF B - R —F— N
Ft+-A=+t—B RENEB(BREE
A B #320,503,000F T(HE RO AR
286,804,0007T) °

BLIESAYERREEETERSR BEE5K
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Notes to the Consolidated Financial Statements (Continued)

=& B Rk B A (4D

For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

Basis of Preparation of Consolidated
Financial Statements (Continved)

Up to the date when the consolidated financial statements are
authorised for issue, the Group is taking steps to discuss with the

Bondholder about the redemption arrangement.

The Group had net current liabilities of approximately
RMB283,180,000 at 31 December 2019 and incurred a loss of
approximately RMB522,028,000 for the year then ended. In
preparing the consolidated financial statements, the Direcfors have

given careful consideration to the future liquidity of the Group.

The condifions described above indicate the existence of a
material uncertainty which may cast significant doubt on the
Group's ability fo continue as a going concem and hence, ifs
ability to realise its assets and discharge its liabilities in the normal
course of business. Nevertheless, the consolidated financial
statements were prepared based on the assumption that the Group
can be operated as a going concem as the directors of the
Company (the “Directors”) are of the view that the Group will have
sufficient working capital to finance its operations in the next twelve
months from 31 December 2019, after taking into consideration of

the following:

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

inflows from its operations in the future;

(2)  Since most of the bank borrowings as at 31 December
2019 of RMB297,000,000 were secured by the Group's
assets, the Directors believe that it is highly probable that

they can be renewed in the next twelve months;

(3) As at 31 December 2019, the Group has unutilised
banking facilities of RMB18,000,000 which will be

available for use by the Group in the next twelve months;

and

(4)  The Company will exercise its endeavour to reach an
acceptable redemption arrangement with the Bondholder.
Up fo the dafe when the consolidafed financial statements
are authorised for issue, the Bondholder has not taken any
action against the Group fo request immediate repayment
and the Company has continued discussions with the
Bondholder in relation to seftlement or any another

arrangement concerning the Bonds.

2.

REMBERERNEREE @

BUISGAVBRRERETEBRY AEEIE
REIE I - BESTA AR EE R L5 -

REBR_ZE-—NF+R=T—BHEEAERD
BEFENARK283,180,000t KB EE R IE
FEMEEIEQ AR 522,028,0007T © £ 4
HEAMBRART EFEEEZREAEENAR

EXFAARBREFEERTARRSE A8
HAEEEBRFERKLEEENRE N RERY
ER—REBERTERHEEEREEARED
RENELEARREM - AM - REBTHFRE
FAPBRRDVEBASETUFELLENHRR
MmEE AARREZ(EZDRABLAEEEGRE
WEBEESTRERNBE T - NF+=-A=1+—8H
RETARR T ZEANKRERT :

(1) AEEEEBRBRERKBEHZALERX
R AES M EERBEEEXEBTH

REng HMNEHEBRRSREMNR
REEBANRERSRA

2) BHRR-F-hAFT_A=t—HHAR
# 297,000,000 R1TEERE D /HE R
SEEEFEER EFMHE AR+ -@
ABBER AR A

38) AEER-_ZFT—-—NF+_A=+—HMHE
AEARITHEREE A AR 18,000,000
T(RERT+—_EABFAIEARNEBRER)
X

(4)  ARAHKIEHNEESFEAEKAITHE
EZP- BIRaMERRERETER
B EBFHAALERANSBERBEMT
HERAKEERE MARRCEBERERH
BEHFNEMREMECTHFRESTEA
HEITRERS
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

2,

3.

94

Basis of Preparation of Consolidated
Financial Statements (Continued)

In addition, on 7 April 2020, the Company entered into a share
subscription agreement with an independent third party, in relation
fo the subscription for 191,917,000 new shares of the Company
at HK$0.04 per share. The proceeds from the share subscription
are HK$7,677,000 and the proceeds are infended fo be applied
as general working capital of the Group. The subscription
agreement has been completed on 24 April 2020.

On the basis of the above considerations, 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.

Application of New and Amendments to
Hong Kong Financial Reporting Standards
(“HKFRSs"]

New and amendments to HKFRSs that are
mandatorily effective for the current year

The Group has applied the following new and amendments to
HKFRSs issued by the Hong Kong Institute of Certified Public
Accountants ("HKICPA") for the first time in the current year:

HKFRS 16 leases

HK(IFRIC)H-nt 23 Uncertainty over Income Tax
Treatments

Amendments to HKFRS 9 Prepayment Features with
Negative Compensation

Amendments to HKAS 19 Plan Amendment, Curtailment or
Settlement

Amendments to HKAS 28 Llong-term Interests in Associates
and Joint Ventures

Amendments to HKFRSs Annual Improvements to HKFRSs

2015-2017 Cycle

Except as described below, the application of the new and
amendments fo HKFRSs in the current year has had no material
impact on the Group's financial performance and positions for the
current and prior years and/or on the disclosures sef out in these

consolidated financial statements.

2,
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

3. Application of New and Amendments to 3.
Hong Kong Financial Reporting Standards
(”H RSs” (Continued)

New and amendments to HKFRSs that are
mandatorily effective for the current year
(Continued)

Impacts and changes in accounting policies on
application of HKFRS 16 Leases

The Group has applied HKFRS 16 for the first time in the current
year. HKFRS 16 superseded HKAS 17 leases ["HKAS 177), and

the related inferprefations.

Definition of a lease

The Group has elected the practical expedient to apply HKFRS 16
fo confracts that were previously idenfified as leases applying
HKAS 17 and HK(IFRICHnt 4 Determining whether an Arangement
contains a lease and not apply this standard to contracts that were
not previously identified as containing a lease. Therefore, the
Croup has not reassessed confracts which already existed prior fo

the date of initial application.

For confracts enfered into or modified on or after 1 January 2019,
the Group applies the definition of a lease in accordance with the
requirements sef out in HKFRS 16 in assessing whether a contract

contains a lease.

As a lessee

The Group has applied HKFRS 16 refrospectively with the
cumulative effect recognised at the date of initial application, 1
January 2019.

As at 1 January 2019, the Group recognised additional lease
liabilities and rightof-use assets at amounts equal to the related
lease liabilities adjusted by any prepaid land lease payments by
applying HKFRS 16.C8(b|(ii] transition. Any difference af the date
of initial application is recognised in the opening refained profits

and comparative information has not been restated.

ERAFITREEITNEBE
iﬁﬁ%ﬁ,\ll(rﬁﬁﬂﬂi%ﬁ%ﬁ
A1) @0

EE & A NI K&
B 3% 3 5 A (@)

EREEMBHREENEIREE
MNETBRENREREH
RAFEMME FEBCEREREEHBR
ERANFIOH - BARBRELAB 16K R
REBGHEUEI7RAE(EB G RUE
175 RAAHRE -

HENER

AEBCEENTEENE RENEREA
SR EAFI/RRERE(BRMBERE2REERE
B)-REFIREELHELEREERMNA
HENGHNERBEAMBHRELNFI6H - M
YTEHEMAI KRB SEREENEOERZ
R Wit ARBE A EEHFERVIAER A
HASFENRK -

Ro_FE-NF-A-BHZBITLHETNA
AME  AEBERFAHEAREEREEER R
BEBYM B HREERNE 165 P& IR E B A A
EMEE -

EREBEA
AEBDEYERBEMBRSERE 165
HRBXEENR _T-hhF—H-BORER
B HIRERR

R-ZE-NF—A—B ASERBEEUK
HEREAE16.Cb)I|FERERBIINEES
BERERAEEE SEAENREEMENL
WHORABERNABEEERAE - R EA
BEHONMAZRCNUNEF SN R ML
EEILLBEF -
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

3. Application of New and Amendments to 3.
Hong Kong Financial Reporting Standards
(”H RSs” (Continued)

New and amendments to HKFRSs that are
mandatorily effective for the current year
(Continued)

Impacts and changes in accounting policies on
application of HKFRS 16 Leases (Continued)

As a lessee (Continued)

When applying the modified refrospective approach under HKFRS
16 af transition, the Group applied the following practical
expedients fo leases previously classified as operating leases under
HKAS 17, on lease-bylease basis, to the exfent relevant fo the
respective lease contracts:

elected not to recognise rightofuse assets and lease
liabilities for leases with lease ferm ends within 12 months of
the date of initial application; and

ii.  excluding initial direct costs from measuring the rightofuse
assets af the date of initial application.

When recognising the lease liabilities for leases previously
classified as operating leases, the Group has applied incremental
borrowing rates of the relevant group entities at the date of initial
application. The weighted average incremental borrowing rate
applied is 5.56%.

ERAFITREEITNEBE
BREZEA(EEBYBREE

A HEAFI6HEER
BRRNLEREDH @)

fE R A ()
ERBEREREENBREENEIORET
MEETENER AREEEA0NENZE
RT FAEBCRBAREELEHREE LS
HEAEI7RENSEACERENRE R
ORI AT E T ¢

EEIHESEHRARVGBER A+ —EH
NERNHERRERAREERHEER

'R
i RV B GEREEEEMERT
FEEKA -

RERTHMOBLAEEHENHERELENE
ERER AKRECEREHEEEERNIS
&R B RO SEBRAE RN X o BT IE A Y D4 P15
IBBEBRMERS.56%

At 1 January
2019
R=B—-N#F
—A—H
RMB’'000
ARBET T
Operating lease commitments disclosed RZZE—N\F+=-_A=+—H
as at 31 December 2018 FIT 4% B8 1) 4% & 7H B R 3,871
Lease liabilities discounted at relevant incremental borrowing rates NS EERF X RNEEAE 3,597
Less: Recognition exemption — shortterm leases W EREH R - RHEE (382)
lease liabilities relating to operating leases recognised upon EREEMBRELAE16571&
application of HKFRS 16 HRELLHEFENEERRE 3,215
Analysed as DR
Current mE 1,150
Non-current SE R 2,065
3,215
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

3. Application of New and Amendments to
Hong Kong Financial Reporting Standards
(”H RSs” (Continued)

New and amendments to HKFRSs that are
mandatorily effective for the current year
(Continued)

Impacts and changes in accounting policies on
application of HKFRS 16 Leases (Continued)

As a lessee (Continued)

The carrying amount of rightofuse assefs for own use and those
under subleases (classified as invesiment properties) as at 1 January
2019 comprises the following:

3.

BEAVMBHREENTI6REE
ATBRNEEREE @)
fERAME A ()

R-Z-NE—F—B BAREEGDEER
EMF)MEREEERABBEATSEA:

Right-of-use assets

ERAEEE
RMB’000
ARET T

Rightofuse assets relating fo operating leases & & S B 153k 5 £ RIS 1657 1%
recognised upon application of HKFRS 16 ERELEHEFMNERESE 3,215
Reclassified from prepaid land lease payments BB L4 K EH £ 18 Note fff i 95,306
98,521

Note: Upfront payments for leasehold lands in the PRC for own used
properties were classified as prepaid land lease payments as at 31
December 2018. Upon application of HKFRS 16, the current and
non-current portion of prepaid lease payments amounting fo
RMB2,908,000 and RMB92,398,000 respectively were
reclassified to rightofuse assets.

et R EEELHERRYENRNRER =
E-NEFE+ZA=+—BH2EAREN LA
HR-ERBEHBEREENEIOREK &
NEERNRBEFERBDIAEDDHIBARE
2,908,000t & A R #92,398,0007T * E E#HH
BEEPEEE -

Annual Report 2019 =Z—hEFHR 97



Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

3. Application of New and Amendments to
Hong Kong Financial Reporting Standards
(”H RSs” (Continued)

New and amendments to HKFRSs that are
mandatorily effective for the current year
(Continued)

Impacts and changes in accounting policies on
application of HKFRS 16 Leases (Continued)

The following adjustments were made to the amounts recognised
in the consolidated sfatement of financial position at 1 January
2019. line ifems that were not affected by the changes have not

been included.

ERAFITREEITNEBE
BREER (BB BEREE
A 1) )
CREAFEBRIEMNNFIRR
BTN E B MR EER @)
EAEBUMBEBREERNEIGRAE
NEFHRRENEERSE (@)

MTRER_F-NF—A—BNEEBBR
MRFERZSBELINFAE - TXERE
FENEBABRENA-

Carrying amounts

Carrying amounts
previously reported at

under HKFRS 16 at

31 December 2018  Adjustments 1 January 2019
EAE 2] RETEBHBREEA
R=FB-N\F F16HKNR=—F—NIF
+=—A=+-—~H —H—H
HY BR E & A HY AR [ 18
RMB’'000 RMB'000 RMB'000
ARBT T ARBF T ARBF T
Non-current assets ERBEE
Prepaid land lease payments TE A 4 3t 78 49 5K 92,398 (92,398) -
Rightof-use assets FEREEE — 98,521 08,521
Current asset REBEE
Prepaid land lease payments TE A 4 3t 78 49 5K 2,908 (2,908) -
Current liability REEE
Lease liabilities HEaE = (1,150) (1,150)
Non-current liability FREEE
lease liabilities HEAE — (2,065 (2,005)

BRERBEEERCBE_ZE—NLFTZA=+

The reporting of cash flow from operating activities under indirect
method for the year ended 31 December 2019, have been
computed based on restated opening consolidated stafement of

financial position as at 1 January 2019 as disclosed above.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

Application of New and Amendments to
Hong Kong Financial Reporting Standards
(”H RSs” (Continued)

New and amendments to HKFRSs in issue but
not yet effective

The Group has not early applied the following new and
amendments to HKFRSs that have been issued but are not yet
effective:
HKFRS 17 Insurance Contracts'
Amendments to HKFRS 3 Definition of a Business?
Amendments to HKFRS 10 Sale or Contribution of Assets
and HKAS 28 between an Investor and its
Associate or Joint Venture®
Amendments to Definition of
Material*

Interest Rate Benchmark Reform*

Amendments to HKAS 1 and
HKAS 8

Amendments to HKFRS 9,
HKAS 39 and HKFRS 7

Effective for annual periods beginning on or after 1 January 2021.

Effective for business combinations and asset acquisitions for which
the acquisition date is on or affer the beginning of the first annual
period beginning on or after 1 January 2020.

Effective for annual periods beginning on or after a dafe fo be
determined.

Effective for annual periods beginning on or after 1 January 2020.

In addition to the above new and amendments to HKFRSs, a
revised Conceptual Framework for Financial Reporting was issued
in 2018.

References to the Conceptual Framework in HKFRS Standards, will

lts consequential amendments, the Amendments to

be effective for annual periods beginning on or after 1 January
2020.

Except for the new and amendments to HKFRSs mentioned below,
the Directors of the Company anticipate that the application of all
other new and amendments to HKFRSs will have no material
impact on the consolidated financial statements in the foreseeable

future.

3.

ERAFITREEITNEBE
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CHES)
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REEGFEAE28H HAELEZED
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EREGHEAE IR RBEBEEANER 2B’
BRI LR85 (BAT )
EREMBHRESEREON - A REERE
BAEGEAE IR Kk
BEV B REEAET R
CHES)

' RZFB-—F—-F - HRXZRRABNFERRE
e

? HEWBRRAA T -_TF - A A Z&EFBHN
E—EFEBHERBZ BRZENEBEHREE
W AR

¢ RFHETE B sk 2 R R FEEIRM AR -

¢ RCBoTF-A-ARZAMBEOHEEBEE
5 -

BRERFHAITREEIRTAHH RS ERIN - B
—E-N\EEOTRETNMBERERSE
R HIBEER BT BB RS ERRES
HHMSERNSIANE BT _FF—A
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Annual Report 2019 —ZE—hEFHK 99



Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 #ZE —F—NF+-_A=1+—HIEFE

3. Application of New and Amendments to 3.
Hong Kong Financial Reporting Standards
(”H RSs” (Continued)

New and amendments to HKFRSs in issue but
not yet effective (Continued)

Conceptual Framework for Financial Reporting
2018 (the “New Framework”) and the
Amendments to References to the Conceptual
Framework in HKFRS Standards

The New Framework:
o reintroduces the ferms stewardship and prudence;

o introduces a new asset definition that focuses on rights and
a new liability definition that is likely to be broader than the
definition it replaces, but does not change the disfinction

between a liability and an equity instrument;

o discusses historical cost and current value measures, and
provides additional guidance on how to select a

measurement basis for a particular asset or liability;

e  siates that the primary measure of financial performance is
profit or loss, and that only in exceptional circumstances
other comprehensive income will be used and only for
income or expenses that arise from a change in the current

value of an asset or liability; and

e  discusses uncerfainty, derecognition, unit of account, the

reporting entity and combined financial statements.

Consequential amendments have been made so that references in
certain HKFRSs have been updated to the New Framework, whilst
some HKFRSs are still referred to the previous versions of the
framework. These amendments are effective for annual periods
beginning on or affer 1 January 2020, with earlier application
permitted. Other than specific standards which sfill refer to the
previous versions of the framework, the Group will rely on the New
Framework on its effective date in determining the accounting
policies especially for transactions, events or conditions that are
not otherwise dealt with under the accounting standards.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

Significant Accounting Policies

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards issued
by the HKICPA. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(“Listing Rules”) and by the Hong Kong Companies Ordinance.

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

explained in the accounting policies set out below.

Historical cost is generally based on the fair value of the

consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or
paid fo fransfer a liability in an orderly transaction between market
participants af the measurement date, regardless of whether that
price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability, the
Group fakes into account the characteristics of the asset or liability
it market participants would take those characteristics info account
when pricing the asset or liability at the measurement date. Fair
value for measurement and/or disclosure purposes in these
consolidated financial statements is defermined on such a basis,
except for sharebased payment transactions that are within the
scope of HKFRS 2 Share-based Payment, leasing transactions that
are accounted for in accordance with HKFRS 16 (since 1 January
2019) or HKAS 17 (before application of HKFRS 16), and
measurements that have some similarities to fair value but are not
fair value, such as net realisable value in HKAS 2 Inventories or

value in use in HKAS 36 Impairment of Assets.

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

highest and best use.

4.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 #E —

4.

Significant Accounting Policies (Continved)

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

fechnique equals the transaction price.

reporting purposes, fair value
1, 2 or 3 based on the
degree to which the inputs fo the fair value measurements are

In addition, for financial

measurements are categorised info Llevel

observable and the significance of the inputs fo the fair value

measurement in its entirety, which are described as follows:

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

access at the measurement date;

e level 2 inputs are inputs, other than quoted prices included
within level 1, that are observable for the asset or liability,

either directly or indirectly; and

o level 3 inputs are unobservable inputs for the asset or

liability.
The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Compony and entities (inc|uding structured
entities) controlled by the Company and its subsidiaries. Control is

achieved where the Company:
J has power over the investee;

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

involvement with the investee; and
e has the ability fo use its power to affect its returns.
The Group reassesses whether or not it confrols an investee if facts

and circumstances indicate that there are changes to one or more

of the three elements of control listed above.

—NFETZA=t—BLFE
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Notes to the Consolidated Financial Statements (Continued)

For the year ended 31 December 2019 B E =%

Significant Accounting Policies (Continued)

Basis of consolidation (Continued)

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

the subsidiary.

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

balance.

Where necessary, adjustments are made to the financial statements
of subsidiaries fo bring their accounting policies into line with the

Group's accounting policies.

All infra-group assets and liabilities, equity, income, expenses and
cash flows relafing to transactions between members of the Group

are eliminated in full on consolidation.

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

of the relevant subsidiaries upon liquidation.

Goodwill

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

accumulated impairment losses, if any.

For the purposes of impairment festing, goodwill is allocated fo
each of the Group's cash-generating units that is expected to
benefit from the synergies of the combination, which represent the
lowest level at which the goodwill is monitored for internal
management purposes and not larger than an operating segment.
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Notes to the Consolidated Financial Statements (Continued)

ma

For the year ended 31 December 2019 #E —

4.

B 7% R 2% Y & (D

Significant Accounting Policies (Continved)

Goodwill (Continued)

A cash-generating unit fo which goodwill has been allocated is
fested for impairment annually or more frequently when there is
indication that the unit may be impaired. If the recoverable amount
of the cash-generafing unit is less than its carrying amount, the
impairment loss is allocated first to reduce the carmying amount of
any goodwill allocated to the unit and then to the other assets of
the unit on a pro rafa basis based on the carrying amount of each
asset in the unit. Any impairment loss for goodwill is recognised
directly in profit or loss. An impairment loss recognised for goodwill

is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit or any of the cash-
generafing unit within the group of cash-generating units, the
aftributable amount of goodwill is included in the determination of
the amount of profit or loss on disposal. VWhen the Group disposes
of an operation within the cosh-generoﬂng unit, the amount of
goodwill disposed of is measured on the basis of the relative
values of the operation (or the cash-generating unit) disposed of

and the portion of the cash-generating unit retained.

Government grants

Government grants are not recognised unfil there is reasonable
assurance that the Group will comply with the conditions attaching

fo them and that the grants will be received.

CGovernment grants are recognised in profit or loss on a systematic
basis over the periods in which the Group recognises as expenses

the related costs for which the grants are intended to compensate.

Government granfs that are receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they

become receivable.

—NFETZA=t—BLFE
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

Significant Accounting Policies (Continued)

Revenue from contracts with customers

The Group recognises revenue when (or as] a performance
obligation is safisfied, i.e. when “control” of the goods or services
underlying the particular performance obligation is fransferred fo

the customer.

A performance obligation represents a good and service (or a
bundle of goods or services) that is distinct or a series of distinct

goods or services that are substantially the same.

Control is fransferred over fime and revenue is recognised over
time by reference fo the progress towards complefe satisfaction of

the relevant performance obligation if one of the following criteria

is met:

e  the customer simultaneously receives and consumes the
benefits provided by the Group's performance as the Group
performs;

e  the Group's performance creates and enhances an asset

that the customer controls as the Group performs; or

e the Group's performance does not create an asset with an
alfernative use to the Group and the Group has an
enforceable right to payment for performance completed to
date.

Otherwise, revenue is recognised at a point in fime when the

cusfomer obtains control of the disfinct good or service.

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

due.
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

4,

Significant Accounting Policies (Continued)

Revenue from contracts with customers
(Continued)

A contract liability represents the Group's obligation to transfer
goods or services fo a customer for which the Group has received
consideration (or an amount of consideration is due] from the

customer.

A contract asset and a confract liability relating to a confract are
accounted for and presented on a net basis.

Over time revenue recognition: measurement of
progress towards complete satisfaction of a
performance obligation

Output method

Where revenue is recognised over time, the progress fowards
complete satisfaction of a performance obligation is measured
based on output method, which is to recognise revenue on the
basis of direct measurements of the value of the goods or services
transferred to the customer to date relative to the remaining goods
or services promised under the confract, that best depict the

Group's performance in transferring control of goods or services.

Variable consideration

For confracts that contain variable consideration, the Group
estimates the amount of consideration to which it will be entitled
using either (a) the expected value method or (b) the most likely
amount, depending on which method better predicts the amount of

consideration to which the Group will be enfitled.

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

At the end of each reporting period, the Group updates the
esfimated fransaction price (including updating ifs assessment of
whether an estimate of variable consideration is constrained) to
represent faithfully the circumstances present at the end of the
reporting period and the changes in circumsfances during the
reporting period.
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Notes to the Consolidated Financial Statements (Continued)

For the year ended 31 December 2019 #E —

Significant Accounting Policies (Continued)

Property, plant and equipment

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

losses, if any.

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

use.

If an item of property, plant and equipment becomes an investment
property because ifs use has changed as evidenced by end of
owner-occupation, any difference between the carrying amount
and the fair value of that item (including the relevant prepaid lease
payments) at the date of transfer is recognised in other
comprehensive income and accumulated in property revaluation
reserve. On the subsequent sale or refirement of the asset, the
relevant revaluation reserve will be transferred directly to refained

profits.

Depreciafion is recognised so as to write off the cost of assets (other
than properties under construction) less their residual values over
their useful lives, using the straightline method. The estimated useful
lives, residual values and depreciafion method are reviewed af the
end of each reporting period, with the effect of any changes in

esfimate accounted for on a prospective basis.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

4, FEEHTHE @

4. Significant Accounting Policies (Continued)

Property, plant and equipment (Continued)

Assefs held under finance leases are depreciated over their
expected useful lives on the same basis as owned asses.

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

the carrying amount of the assef and is recognised in profit or loss.

Investment properties

Investment properties are properties or rightofuse assets by the
lessee held to eam rentals and/or for capital appreciation (including
properties under consfruction for such purposes).

Investment properties are measured using their fair value model.
Gains or losses arising from changes in the fair value of investment
properties are included in profit or loss for the period in which they

arise.

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

For the year ended 31 December 2019 B E =%

Significant Accounting Policies (Continued)

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

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

order to defermine the extent of the impairment loss, if any.

The recoverable amount of property, plant and equipment and
rightof-use assefs are estimated individually, when it is not possible
fo estimate the recoverable amount of an asset individually, the
Croup estimates the recoverable amount of the cash-generating
unit fo which the asset belongs. VWhen a reasonable and consistent
basis of allocation can be idenfified, corporate assets are also
allocated to individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units for which a

reasonable and consistent allocation basis can be identified.

Recoverable amount of property, plant and equipment and right-of-
use assefs is the higher of fair value less costs of disposal and
value in use. In assessing value in use, the esftimated future cash
flows are discounted fo their present value using a pre-tax discount
rate that reflects current market assessments of the time value of
money and the risks specific to the asset (as a cash-generating unif)
for which the estimates of future cash flows have not been
adjusted.

If the recoverable amount of an asset is estimated fo be less than
its carrying amount, the carrying amount of the asset (or a cash-
generafing unif] is reduced to its recoverable amount. An
impairment loss is recognised as an expense immediately in profit

or loss.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

4.

Significant Accounting Policies (Continued)

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

Where an impairment loss subsequently reverses, the carrying
amount of the asset [or a cash-generating unit) is increased fo the
revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount
that would have been defermined had no impairment loss been
recognised for the asset (or a cash-generating unit) in prior years.
A reversal of an impairment loss is recognised as income

immediately.

Leases

Definition of a lease (upon application of HKFRS
16 in accordance with transitions in note 3)

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

exchange for consideration.

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

subsequently changed.

The Group as lessee (upon application of HKFRS
16 in accordance with transitions in note 3)
Allocation of consideration to components of a contract
For a confract that confains a lease component and one or more
additional lease or nonlease components, the Group allocates the
consideration in the confract to each lease component on the basis
of the relative stand-alone price of the lease component and the

aggregate stand-alone price of the nonlease components.

Non-lease components are separated from lease component on

the basis of their relative stand-alone prices.

4.
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Notes to the Consolidated Financial Statements (Continued)

For the year ended 31 December 2019 #E —

Significant Accounting Policies (Continued)

Leases (Continued)

The Group as lessee (upon application of HKFRS
16 in accordance with transitions in note 3)
(Continued)

Short-term leases and leases of low-value assets

The Group applies the shortterm lease recognition exemption fo
leases of property, plant and equipment that have a lease term of
12 months or less from the commencement date and do nof
contain a purchase option. It also applies the recognition
exemption for lease of low-value assefs. lease payments on short-
ferm leases and leases of low-value assefs are recognised as
expense on a sfraightine basis or another systematic basis over

the lease term.

Right-of-use assets

The cost of rightof-use asset includes:
e the amount of the initial measurement of the lease liability;

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

e any initial direct costs incurred by the Group; and

e an estimate of costs to be incurred by the Group in
dismantling and removing the underlying assefs, resforing
the site on which it is located or restoring the underlying
asset fo the condition required by the terms and conditions

of the lease.

Rightofuse assefs are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any

remeasurement of lease liabilities.

Rightof-use assefs in which the Group is reasonably certain fo
obtain ownership of the underlying leased assets at the end of the
lease term are depreciated from commencement date to the end of
the useful life. Otherwise, rightof-use assets are depreciated on a
straightline basis over the shorter of its estimated useful life and the

lease term.

The Group presents rightof-use assets as a separate line ifem on

the consolidated statement of financial position.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 #E —

4.
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Significant Accounting Policies (Continued)

Leases (Continued)

The Group as lessee (upon application of HKFRS
16 in accordance with transitions in note 3)
(Continued)

Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS @
Financial Instruments ("HKFRS 9”) and initially measured at fair
value. Adjustments fo fair value at initial recognition are considered
as addifional lease payments and included in the cost of rightof-

use assets.

Lease liabilities

At the commencement dafe of a lease, the Group recognises and
measures the lease liability at the present value of lease payments
that are unpaid at that date. In calculating the present value of
lease payments, the Group uses the incremental borrowing rate af
the lease commencement date if the inferest rate implicit in the

lease is not readily deferminable.
The lease payments include:

e fixed payments (including in-substance fixed payments) less

any lease incentives receivable;

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

commencement date;

e  amounts expected to be payable by the Group under

residual value guarantees;

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

reasonably certain fo exercise the opfion; and

o payments of penalties for terminafing a lease, if the lease
term reflects the Group exercising an option to terminate the

lease.

After the commencement date, lease liabilities are adjusted by
interest accrefion and lease payments.

The Group presents lease liabilities as a separate line item on the

consolidated statement of financial position.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

Significant Accounting Policies (Continued)

Leases (Continued)

The Group as lessee (prior to 1 January 2019)

Operafing lease payments are recognised as an expense on a
straightline basis over the lease ferm, except where another
sysfematic basis is more representative of the time pattern in which

economic benefits from the leased asset are consumed.

The Group as lessor

Rental income from operating leases is recognised on a straight-
line basis over the ferm of the relevant lease. Inifial direct costs
incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset, and such cosfs
are recognised as an expense on a straightline basis over the
lease term except for investment properties measured under fair

value model.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the entity’s functional
currency (foreign currencies) are recognised af the rates of
exchange prevailing at the dates of the fransactions. At the end of
the reporting period, monetfary items denominated in foreign
currencies are refranslated at the rates prevailing at that date. Non-
monefary ifems that are measured in ferms of hisforical cost in a

foreign currency are not retranslated.

Exchange differences arising on the seflement of monetary items,
and on the refranslation of monetary items, are recognised in profit

or loss in the period in which they arise.
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4.
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Significant Accounting Policies (Continved)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, which are assets that necessarily
fake a substantial period of fime fo get ready for their intended use
or sale, are added to the cost of those assets, until such time as the

assets are substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Retirement benefit costs

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

Payments made fo stafemanaged retirement benefit schemes are
dealt with as payments to defined contribution plans where the
Croup's obligations under the schemes are equivalent to those

arising in a defined contribution refirement benefit plan.

Short-term and other long-term employee
benefits

Shortferm employee benefits are recognised at the undiscounted
amount of the benefits expected to be paid as and when
employees rendered the services. All shortterm employee benefits
are recognised as an expense unless another HKFRS requires or

permits the inclusion of the benefit in the cost of an asset.

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

any amount already paid.

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

inclusion in the cost of an asset.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

Significant Accounting Policies (Continued)

Taxation

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

Current Tax

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

enacted by the end of each reporting period.

Deferred Tax

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

recognition of goodwill.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, except
where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assefs arising from
deductible temporary differences associated with such investments
are only recognised fo the exfent that it is probable that there will
be sufficient taxable profits against which to utilise the benefits of
the temporary differences and they are expected to reverse in the
foreseeable future.
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4.

Significant Accounting Policies (Continved)

Taxation (Confinued)

Deferred Tax (Continued)

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

allow all or part of the asset fo be recovered.

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply in the period in which the liability is seftled,
or the asset is realised based on tax rate (and tax laws) that have
been enacted or substantively enacted by the end of the reporting

period.

The measurement of deferred tax liabilities and assets reflects the
fax consequences that would follow from the manner in which the
Group expects, af the end of the reporting period, to recover or

seffle the carrying amount of its assets and liabilifies.

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

the investment property over time, rather than through sale.

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assefs against current tax
liabilities and when they relate to income faxes levied by the same

taxation authority.

Current and deferred tax for the year

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

for the business combination.

4.
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Notes to the Consolidated Financial Statements (Continued)

=& B Rk B A (4D

For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

Significant Accounting Policies (Continued)

Share-based payments

Equity-settled share-based payment transactions
Share options granted to employees

Equitysefiled share-based payments fo employees and others
providing similar services are measured at the fair value of the

equity insfruments at the grant date.

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

corresponding adjustment to the share options reserve.

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

fransferred fo refained profits.

Provisions

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

estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the
consideration required fo seftle the present obligation af the end of
the reporting period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured using
the cash flows estimated o settle the present obligation, its carrying
amount is the present value of those cash flows (where the effect of

the time value of money is material).
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 #E —

4.

Significant Accounting Policies (Continved)

Financial instruments

Financial assets and financial liabilities are recognised when a
group enfity becomes a party fo the confractual provisions of the
instrument. All regular way purchases or sales of financial assets
are recognised and derecognised on a frade date basis. Regular
way purchases or sales are purchases or sales of financial assets
that require delivery of assets within the time frame established by

regulation or convention in the market place.

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

recognised immediately in profit or loss.

The effective interest method is a method of calculating the
amortised cost of a financial asset or financial liability and of
allocating interest income and interest expense over the relevant
period. The effective inferest rafe is the rate that exactly discounts
estimated future cash receipts and payments (including all fees and
poinfs paid or received that form an integral part of the effective
interest rate, fransaction costs and other premiums or discounts)
through the expected life of the financial asset or financial liability,
or, where appropriate, a shorter period, fo the net carmying amount

on initial recognition.

Inferest income which are derived from the Group's ordinary

course of business are presented as revenue.

—NFETZA=t—BLFE
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial assets

Classification and subsequent measurement of financial
assets

Financial assets that meet the following conditions are subsequently

measured at amortised cost:

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

e the contractual terms give rise on specified dates fo cash
flows that are solely payments of principal and inferest on

the principal amount outstanding.

Financial assets that meet the following conditions are subsequently

measured at fair value through other comprehensive income

(“FVTOCI"):

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

e  the contractual terms give rise on specified dates fo cash
flows that are solely payments of principal and inferest on

the principal amount outstanding.

All other financial assefs are subsequently measured at fair value
through profit or loss ("FVTPL"), except that at the date of initial
application of HKFRS 9 /initial recognition of a financial assef the
Group may irrevocably elect to present subsequent changes in fair
value of an equity investment in OCI if that equity investment is
neither held for frading nor contingent consideration recognised by
an acquirer in a business combination to which HKFRS 3 Business
Combinations applies.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

4. Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)
Classification and subsequent measurement of financial
assets (Continued)

A financial asset is held for trading if:

it has been acquired principally for the purpose of selling in

the near term; or

on inifial recognition it is a part of a porffolio of identified
financial instruments that the Group manages together and

has a recent actual pattern of shortterm profittaking; or

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

In oddition, the Group may irevocably designate a financial asset

that are required to be measured at the amortised cost or FVTOCI

as measured at FVTPL if doing so eliminates or significantly reduces

an accounting mismatch.

(i)

Amortised cost and interest income

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

that the asset is no longer credit impaired.
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Notes to the Consolidated Financial Statements (Continued)

For the year ended 31 December 2019 B E =%

Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets

The Group performs impairment assessment under expected credit
loss ("ECL") model on financial assefs (including trade and other
receivables and bank balances), and other items (including
confract assetfs) which are subject to impairment under HKFRS @
(including trade receivables and contract assets). The amount of
ECL is updated at each reporting date to reflect changes in credit

risk since initial recognifion.

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of the relevant instrument. In
12-month ECL ("1
lifetime ECL that is expected fo result from default events that are

contrast, 2m ECL") represents the portion of

possible within 12 months after the reporting date. Assessment are
done based on the Group's historical credit loss experience,
adjusted for facfors that are specific to the debtors, general
economic conditions and an assessment of both the current
conditions af the reporting date as well as the forecast of future

conditions.

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

with appropriate groupings.

For all ofher instruments, the Group measures the loss allowance
equal to 12m ECL, unless when there has been a significant
increase in credit risk since initial recognition, the Group
recognises lifetime ECL. The assessment of whether lifetime ECL
should be recognised is based on significant increases in the

likelihood or risk of a default occurring since initial recognition.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 #E —

4. Significant Accounting Policies (Continued)

Financial instruments (Continued)

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

(i)

Significant increase in credit risk

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

cost or effort.

In particular, the following information is faken info account
when assessing whether credit risk has increased

significantly:

e an actual or expected significant deferioration in the
financial instrument’s external (if available) or internal

credit rafing;

e significant deferioration in external market indicators
of credit risk, e.g. a significant increase in the credit

spread, the credit default swap prices for the debtor;

e  exisfing or forecast adverse changes in business,
financial or economic conditions that are expected to
cause a significant decrease in the debtor’s ability fo

meet its debt obligations;

®  an actual or expected significant deterioration in the

operating results of the debtor;

e an actual or expected significant adverse change in

the regulatory, economic, or technological
environment of the debtor that results in a significant
decrease in the debtor's ability to meet its debt

obligations.
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Notes to the Consolidated Financial Statements (Continued)

For the year ended 31 December 2019 B E =%

4. Significant Accounting Policies (Continued)

Financial instruments (Continued)

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

(i

Significant increase in credit risk (Continued)

Irespective of the outcome of the above assessment, the
Group presumes that the credit risk has increased
significantly since inifial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information that

demonstrates otherwise.

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

'investment grade” as per globally understood definitions.

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

increase in credit risk before the amount becomes past due.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 #E —

4. Significant Accounting Policies (Continued)

Financial instruments (Continued)

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

(i)

(i)

Definition of default

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

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

event of default has occurred.

Creditimpaired financial assets

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

observable data about the following events:

[a)  significant financial difficulty of the issuer or the

borrower;

[b) @ breach of confract, such as a default or past due
event;

(c)  the lender(s) of the borrower, for economic or

contractual reasons relating fo the borrower's financial

difficulty, having granted to the borrower a

concession(s) that the lender(s) would not otherwise

consider;

[d) it is becoming probable that the borrower will enfer

bankruptcy or other financial reorganisation; or

le) the disoppearance of an active market for that

financial asset because of financial difficulties.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

4. Significant Accounting Policies (Continued)

Financial instruments (Continued)

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

(iv)

(v)

Write-off policy

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

Any subsequent recoveries are recognised in profit or loss.

Measurement and recognition of ECL

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

respective risks of default occurring as the weights.

Generally, the ECL is the difference between all contractual
cash flows that are due fo the Group in accordance with the
contract and the cash flows that the Group expects fo
receive, discounted at the effective inferest rate determined

at initial recognition.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

4. Significant Accounting Policies (Continued)

Financial instruments (Continued)

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

v)

Measurement and recognition of ECL (Continued)

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

on the customer basis:

o Nature of financial instruments (i.e. the Group's frade
and other receivables, finance lease receivables and
amounts due from customers are each assessed as a
separafe group. Loans to related parties are assessed

for expected credit losses on an individual basis);
° Past-due status;

° Nature, size and industry of debtors; and

External credit ratings where available.

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

similar credit risk characteristics.

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

based on amortised cost of the financial asset.

The Group recognises an impairment gain or loss in profi or
loss for all financial instruments by adjusting their carrying
amount, with the exception of trade receivables and contract
assets where the coresponding adjustment is recognised

through a loss allowance account.
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Notes to the Consolidated Financial Statements (Continued)

For the year ended 31 December 2019 B E =%

Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)
Derecognition of financial assets

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

financial position] when:

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

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

of the asset, but has transferred control of the asset.

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

obligations that the Company has refained.
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4.

Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments
Classification as debt or equity

Debt and equity instruments issued by a group entity are classified
as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements entered into and the

definitions of a financial liability and an equity instrument.

Equity instrument

An equity instrument is any confract that evidences a residual
interest in the assets of the Group affer deducting all of its liabilities.
Equity insfruments issued by the Company are recognised af the

proceeds received, net of direct issue costs.

Effective interest method

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

interest basis.

Financial liabilities at amortised cost

Other financial liabilities (including frade and other payables,
amounts due fo direcfors of the Company, amounts due to non-
controlling shareholders of a subsidiary, bank borrowings, other
borrowings and bonds payable) are subsequently measured af

amortised cost, using the effective interest method.

4.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

Significant Accounting Policies (Continued)

Financial instruments (Continued)

Derecognition

Derecognition/non-substantial modification of financial
liabilities

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

The Group accounts for an exchange with a lender of a financial
liability with substantially different terms as an extinguishment of the
original financial liability and the recognition of a new financial
liability. A substantial modification of the terms of an existing
financial liability or a part of it (whether or not atiributable to the
financial difficulty of the Group) is accounted for as an
extinguishment of the original financial liability and the recognition

of a new financial liability.

The Group considers that the ferms are substantially different if the
discounted present value of the cash flows under the new terms,
including any fees paid net of any fees received and discounted
using the original effective interest rafe, is at least 10 per cent
different from the discounted present value of the remaining cash
flows of the original financial liability. Accordingly, such exchange
of debt instruments or modification of ferms is accounted for as an
extinguishment, any costs or fees incurred are recognised as part
of the gain or loss on the extinguishment. The exchange or
modification is considered as non-substantial modification when

such difference is less than 10 per cent.

Non-substantial modifications of financial liabilities

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

amortised over the remaining term.
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Critical Accounting Judgements and Key
Sources of Estimation Uncertainty

In the application of the Group's accounting policies, which are
described in Note 4 fo the consolidated financial statements, the
Directors are required to make judgements, estimates and
assumptions about the carrying amounts of assefs 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 fo be relevant. Actual results may

differ from these estimates.

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

i the revision affects both current and future periods.

Critical judgements in applying accounting
policies

The following are the critical judgements, apart from those
involving estimations (see below), that the Directors have made in
the process of applying the Group's accounting policies and that
have the most significant effect on the amounts recognised in the
consolidated financial statements and the results, assets and
liabilities of the PRC Operational Entity and its subsidiaries are

consolidated with other group entfities.

Consolidation of a structured entity
PRC laws and regulations prohibit or restrict foreign investors from
owning more than 50% equity interest in any enterprise which

owns vessels for conducting dredging business in the PRC.

On 19 April 2011, Xiangyu PRC (as defined in Note 41), the
PRC Operational Enfity (as defined in Note 41) and ifs respective
equity participants, being Mr. Liu and Ms. Zhou Shuhua ("Ms.
Zhou"), the spouse of Mr. Lliu, enfered info the Confractual
Arrangements (as defined in Note 41). The PRC Operational Entity
and its subsidiaries are engaged in the provision of dredging
services of the Group. Details of the Contractual Arrangements are

set out in Note 41.

—NFETZA=t—BLFE
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5. Critical Accounting Judgements and Key

Sources of Estimation Uncertainty (Continued)

Critical judgements in applying accounting
policies (Confinued)

Consolidation of a structured entity (Continued)

The Directors, after consulting legal opinion, are of the view that
the ferms of the Contractual Arrangements have in subsfance
enabled Xiangyu PRC fo have the ability and right to direct the
relevant acfivities to obtain variable refurns from its involvement
with the PRC Operational Entity and ifs subsidiaries, and to have
free ability fo use its power fo affect its refurns, despite the absence
of formal legal equity interest held by the Group therein.
Accordingly, the PRC Operational Entity is treated as a subsidiary
of the Company, and the results, assets and liabilities of the PRC
Operational Entity and its subsidiaries are consolidated together
with other group entiies as if they were wholly owned by the
Company.

In the opinion of the Directors, with reference to legal opinion, the
Contractual Arrangements are in compliance with the existing PRC
laws and regulations are valid, binding and legally enforceable,
and do not result in any violation of PRC laws or regulations
currently in effect in all material respects. However, uncertainties in
the PRC legal system could cause the Group's current Contractual
Arrangements Structure to be found in violation of any existing
and/or future PRC laws or regulations and could limit the
Company's ability, through Xiangyu PRC, to enforce ifs rights and
power over the PRC Operational Entity under the Contractual
Arrangements.
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5.

Critical Accounting Judgements and Key
Sources of Estimation Uncertainty (Continued)

Critical judgements in applying accounting
policies (Confinued)

Consolidation of a structured entity (Continued)

The operation of the Group was substantially derived from the PRC
Operational Entity and its subsidiaries. If the current structure or any
of the Contractual Arrangements were found fo be in violation of
PRC Laws and regulations, the Group may be subject to pendlies,
which in the future may include but not be limited to, the
cancellation or revocation of the Group's business and operating
licenses, being required tfo restructure the Group's operations or
discontinue the Group's operating acfivities. The imposition of any
of these or other penalies may result in a material and adverse
effect on the Group's ability to conduct its operations. In such case,
the Group may not be able to operate or control the PRC
Operational Entity and its subsidiaries, which may result in
deconsolidation of it.

Deferred taxation on investment properties

For the purposes of measuring deferred taxation arising from
investment properties that are measured using the fair value model,
the Direcfors of the Company have reviewed the Group's
investment property and concluded that the Group's investment
properties are held under a business model whose objective is to
consume substantially all of the economic benefits embodied in the
investment properties over time, rather than through sale. Therefore,
in measuring the Group's deferred taxation on investment
properties, the Directors have determined that the presumption that
the carrying amounts of investment properties measured using the
fair value model are recovered entirely through sale is rebutted.
Accordingly, deferred taxation in relation fo the Group's investment
properties has been measured based on the fax consequences of

recovering the carrying amounts enfirely through use.

5.
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Critical Accounting Judgements and Key
Sources of Estimation Uncertainty (Continued)

Key sources of estimation uncertainty

The key sources of estimation uncerfainty af 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 year are disclosed below.

Estimates of fair values of investment properties
As described in Nofe 20, investment properties are measured af
fair value af the end of reporting period using income capitalised
approach by independent professional valuers. Such valuations
are based on certain assumptions, which are subject fo uncertainty
and might materially differ from the actual results. In relying on the
valuation report, the directors of the Company have exercised their
judgment and are safisfied that the assumptions used in the
valuation reflect market condition. Where there are any changes in
the assumptions due to the market conditions in the PRC, the
estimate of fair value of investment properties may be significantly
affected. As af 31 December 2019, invesiment properties of
approximately RMB464,500,000 (2018: RMB470,786,000)
are measured using income capitalised approach.

ECL allowances for trade receivable and contract
assets

Management regularly assesses the loss allowances for expected
credit losses on trade receivables and contract assefs and
recognises lifetime ECL for trade receivables and contract asses.
Allowances for these receivables and confract assets are made
based on evaluation of ECL for frade receivables and confract
assets and involve exercise of management's judgments, which are
made by reference fo the estimation of the future cash flows
discounted at the original effective interest rate to calculate the
present value. A considerable amount of judgment is required in
assessing the ultimate realisation of these debiors, including their
current creditworthiness and the risk of default occurring on debtors
with significant balances and/or collectively using a provision
matrix with appropriafe groupings. The assessment on the
probability of default and loss given default is based on historical
data adjusted by forward-looking information. As at 31 December
2019, the carrying amount of frade receivables and confract
assefs are approximately RMB777,559,000 and
RMB11,613,000 respectively, and provision of expected credit
losses and reversal of expected credit losses of RMB308, 194,000
and RMB2,695,000 respectively.
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5.

Critical Accounting Judgements and Key
Sources of Estimation Uncertainty (Continued)

Key sources of estimation uncertainty (Continued)

Estimated useful life and residual values of
property, plant and equipment

Dredgers and plant and machinery included in property, plant and
equipment are depreciated over their useful lives. The assessment
of estimated useful lives and residual values are matters of
judgement based on the experience of the Group, taking info
account factors such as technological progress, conditions of the
dredgers and plant and machinery and changes in market
demand. Useful lives and residual values are periodically reviewed
for continued appropriateness. Due to the long useful lives of the
dredgers and plant and machinery, changes to the esfimates used
can affect the amount of depreciation to be charged fo profit or
loss in each reporting period and consequently affect their carrying
value at the end of the reporting period. There was no change in
the estimated useful lives or residual values of property, plant and

equipment for both years.

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

In considering the impairment losses that may be required for the
Group's property, plant and equipment and rightof-use assefs, the
recoverable amount of the asset needs fo be defermined. The
recoverable amount is the greater of fair value less cost of disposal
and the value in use. It is difficult to precisely estimate fair value
less cost of disposal because quoted market prices for these assets
may not be readily available. In determining the value in use,
expected cash flows generated by the asset are discounted fo their
present values, which require significant judgement relating fo
items such as the discount rates, growth rates and the projected
sales volume, selling price, direct costs, gross margin and other
related expenses. Where the actual future cash flows are less than
expected, or change in facts and circumsfances which results in
downward revision of future cash, a material impairment loss or a
further impairment loss may arise. During the year ended 31
December 2019, no impairment loss has been recognised in
respect of those property, plant and equipment and rightof-use

assefs.
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5. Critical Accounting Judgements and Key

Sources of Estimation Uncertainty (Continued)

Key sources of estimation uncertainty (Continued)

Deferred tax asset

No deferred tax asset has been recognised in relafion fo the
unused tax losses of RMB108,554,000 (2018

RMB88,035,000) in the consolidated statement of financial
position due fo unpredictability of future profit streams (see Note
21). The realisability of the deferred fax asset mainly depends on
whether sufficient future profits or taxable temporary differences will
be available in the future. In cases where the actual future taxable
profits generated are less or more than expected, or change in
facts and circumsfances which result in revision of future taxable
profits esfimation, a material reversal or further recognition of
deferred tax asset may arise, which would be recognised in profit
or loss for the period in which such a reversal or further recognition
takes place.

During the year, the Group had reversed deferred tax assets of
RMB98,332,000 in respect of other deductible temporary
differences of RMB393,329,000 recognised in previous years,
which in the opinion of the Directors, are nof probable fo be
utilised in the foreseeable future taking into account the fact that no

sufficient taxable profits will be available (see Note 21).
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Revenue 6. W=
Disaggregation of revenue from contracts with customers REABRFEHMKREED
2019 2018
—E-nF —T-N\F
RMB’000 RMB'000
ARBT T ARBTT
Segments o
Capifal and Reclamation Dredging Business HEEREBRAED 145,031 165,960
Environment Protection Dredging and RIRELR ROK T & IR %5
Water Management Business 47,910 115,646
Other Marine Business HithBEXRK 241,678 327,451
Property Management Business YR E R E 7,749 9,776
442,368 618,833
Timing of revenue recognition Uy 25 T R Y B
At point in time P — B B -
Over time W& R 442,368 618,833
Tofal st 442,368 618,833

The Group has a right fo consideration from its cusfomers in an
amount that corresponds directly with the value fo the customers of
the Group's performance completed to date. As the Group bills ifs
customers a fixed amount based on each portion of dredging
works provided, the Group recognises revenue based on the
amount it has a right fo invoice.

The Group recognises revenue on the basis of the volume of
dredging works performed and delivered to customers. The
measurements of value of the dredging works transferred to
customers are directly invoiced based on a quantitative measure of
dredging, that is, a unit price for the material dredged per cubic
meter is sef forth in the confracts with customers and therefore the
revenue is recognised based on the amount invoiced. As the
Group's performance creates an assef that customer simultaneously
receives and consumes, this method provides a faithful depiction of

the transfer of an asset to the customer.
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Revenue (Continued)

The ftransaction price of the Group is defermined upon
esfablishment of the contract that contains the unit price for the

quantity dredged for dredging projects.

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

roufine in the performance of the Company's contracts.

The majority of the Company’s confracts have an original duration
of less than one year, the practical expedient for contracts with
durations of one year or less is applied and therefore does not

consider the effects of the time value of money.

An analysis of revenue from customers contributing over 10% of the
Group's total revenue for the year is as follows:

6.

U &= )

RAEBENRGERITLBESHAEBERESN
EENANREE -

BHEREENTOTHENANBENE
R(AME)NEE - ARERAOITOIHE
MRKEEANITNTNIRBAIAITER EE
BEEIBERENER] - EEEI[TH
REBRUREBEAFZENBRT  AQEBFI AT
AARGEN - REBEBEER  AKEHNEHMKE
HiRLEESWETNER Bt S AR
FERRBEITELHER -

ARBREOEBHNNRBMES —FAR - L&
HRA-FHATHENRAAITER X
A TEEEERHEEENTE-

KEEBBBAEEFALRE 102N T LK
W #ran T :

2019 2018
—E-NF —E-N\F
RMB’000 RMB'000
AR®ET T ARBT T
Customer A BEFEA
— Environmental Protection Dredging and —IRIREE ROKTEE IR ET
Water Management Business N/A ~iEH 66,499
Customer B =FB
— Capital and Reclamation Dredging Business —HERBBRIREE 69,371 N/A TEH

Note: Customer A did not contribute over 10% of the Group's fotal revenue
for the year ended 31 December 2019. Other than cusfomer B, no
other customers contributed over 10% of the Group's total revenue
for the year ended 31 December 2019.

Kit BFAEBIEEBRASEREE—"T-AF+

“A=+—BLEFERAKEI0%  FREFFBIN
TEAMGCEFEMRBEBAEERBE_T A
FT--A=+t—BLFELREI10% -
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For the year ended 31 December 2019 #ZE —F—NF+-_A=1+—HIEFE

7. Operating Segments 7.

The Group determines its operating segments based on the reports
reviewed by the Executive Directors of the Company who are also
the chief operating decision makers ("CODM’), that are used tfo
make strategic decisions. Information reported to the CODM is

based on the different nature of projects carried out by the Group.

Details of the Group's four reportable and operating segments are
as follows:

(i) Capital and Reclamation Dredging Business refers to the
capital and reclamation dredging services and related

consultation services provided by the Group;

(i) Environmental Profection Dredging and Water Management
Business refers to dredging or water management services
or constructions for promoting environmental inferests and

water quality mainly for inland rivers provided by the Group;

(i)  Other Marine Business mainly comprises marine hoisting,
installation, salvaging, vessel chartering and other

engineering services provided by the Group; and
(iv)  Property Management Business refers fo the management

and leasing of a shopping mall and the construction of a
hotel by the Group.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

7. Operating Segments (Continued)

7. EE 5 @)

Segment results o EEAE
An andlysis of the Group's reportable segment revenue and AEBZUE|ROBRERDEBHEESTAT ©
segment resulfs is as below.
Environmental
Protection
Capital and Dredging
Reclamation and Water Other Property
Dredging Management Marine Management
Business Business  Business Business Total
HERER BREAR Httss
BAX® KBEEXR £ UEEEER et
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥BT T AR¥TRT AR%WTR ARBTT ARWTR
For the year ended BE-Z-n¥
31 December 2019 T=EZEr=
LFE
Segment revenue 7B ER 145,031 47,910 241,678 7,749 442,368
Segment results DEERE (219,513) (72,630) 2,270 1,931 (287,942)
Changes in fair value of REMELNTFEE
investment properties (6,286)
Allowance for expected credit T8 215 & &518 B 15
losses (28,186)
Other gains and losses, net  E b It & & /&5 48 /5 38 (5,767)
Unallocated other income A EEAMBA 77
Unallocated corporate AOREERL
expenses (48,197)
Unallocated finance costs KB ELE A AR (35,054)
Loss before tax BB AT 18 (411,355)
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

7. Operating Segments (Continued) 7. EE 5 E @
Segment results (Continued) pal XA )
Environmental
Profection
Capital and Dredging
Reclamation and Water Other Property
Dredging Management Marine Management
Business Business Business Business Total
ERENEE BREAK HtESE
RAEY KBERER X7 DEEBRER st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARET T ARETT ARBETT ARBETT AR®TRT
For the year ended BE-Z-N\%F
31 December 2018 +=A=+-—-H
EEE
Segment revenue 7 iz 165,960 115,646 327,451 9,776 618,833
Segment results DEFE A (83,019) (92,431] 14,582 2,093 (158,775]
Increase in fair value of 1T &Y %N FE
investment properties 17,400
Other gains and losses, net  E th Ux 25 & 518 /5 58 (14,701
Unallocated other income KoBEEMEA 3,230
Unallocated corporate ROBEERX
expenses (34,911)
Unallocated finance cosfs KO ERA (44,588
Loss before tax B A E R (232,345)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

7. Operating Segments (Continued) 7. EED IR g
Segment assets THEE
Environmental
Protection
Capital and Dredging
Reclamation and Water Other Property
Dredging Management Marine Management
Business Business  Business Business Total
HEERER RREAR HtESE
mAEK KkBEEXH X UXEBEXER A at
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBT R ARBTRT ARBTR ARBTRT AR®BTR
At 31 December 2019 R-ZE-NF
+=A=+-H
Segment assets DEEE 1,247,701 403,635 520,469 632,844 2,804,649
Unallocated assefs: ROMEE :
Rightofuse assets FRERE 14,230
Bank balances and cash BITE#RREES 12,612
Others Hp 15,677
Consolidated assefs BABE 2,847,168
Environmental
Protection
Capital and Dredging
Reclamation and Water Other Property
Dredging Management Marine Management
Business Business Business Business Total
ERRIESE BRREAK HitEE
RAEY KBERER £l DEBRER it
RMB'000 RMB'O0O0  RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETET ARETT
At 31 December 2018 RZE-N\F
+=-A=+-—H
Segment assefs PHEE 1,642,495 388,354 527,533 682,914 3,241,296
Unallocated assets: AOMEE
Prepaid land lease payments  FB 1 £ 3t A 4 5% 14,548
Bank balances and cash RITEHRERS 48,435
Others EHih 44,808
Consolidated assefs HEBE 3,349,087
For the purposes of moniforing segment performances and BERSHRBEREDBEOEE R BE
allocating resources between segments, assets are allocated to AORERERRELES L W XA

reportable and operafing segments other than the unallocated

items listed above.

DA B BRIN
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S
i
&
ok
o=}
i

7. Operating Segments (Continued) 7.

5
ok
=
iy
s

Segment liabilities

As the liabiliies are regularly reviewed by the CODM in fotal for AR T E B RS ETHARNEBYHARBET
the Group as a whole, the measure of total liabilities by reportable e FEN W EZ2Y A 2RO L E G
segments is therefore not presented. FTE e

\
A

&
D
ok
=
i

Other segment information

Environmental
Protection
Capital and Dredging
Reclamation and Water Other Property
Dredging  Management Marine Management  Segment
Business Business Business Business total Unallocated Consolidated
HERREE BREZR HitES
BAE®  kBEBER £% NEEEER  SHEH OB RE
RMB’000 RMB’000  RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTR AR®TT AR%Tn ARETRT ARBTRT AR%TR AR¥TT

For the year ended HE-E-N%tZR
31 December 2019 S+-HLEEE

Amounts included in the AR BERLSH
measure of segment profit B Eif EMEEE

o loss or segment assefs

Additions fo non-current assets RN E FER B & E 109 10,146 11,933 12,200 34,388 - 34,388
Depreciation of propery, Mk BERIEBERE

plant and equipment 66,375 9,514 25,639 65 101,593 4,381 105,974
Depreciation of rightof-use ~ FFEEEMNHE

assefs 1,205 - 27 2,792 4,024 - 4,024
Amortisation of other Hi B & E s

infangible assefs - - - 333 333 - 333
Expected credit losses HHEEBERE

allowance 203,982 88,906 12,357 254 305,499 28,186 333,685
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

7. Operating Segments (Continued) 7. EEDEHwm
Other segment information (Continued) H#i o IE R @
Environmental
Profection
Capital and Dredging
Reclamation and Water Other Property
Dredging Management Marine  Management Segment
Business Business Business Business fotal Unallocated  Consolidated
ERRIEE BREA R Hit g =
RERER  KBEREL % DEEBEEB  HHEH APE Re
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARBTT ARBTT ARETT ARBTR ARBTRT ARETT ARETR

For the year ended HE-E-N\§tZ8
31 December 2018 S+-HLEE

Amounts included in the AL BERLSH
measure of segment profit  BEFEHEE
o loss or segment assefs

Additions to non-urrent assets 7 B IE i B & B 903 62,592 16,129 25,024 104,648 6,879 111,527
Depreciation of property, ¥ BERIENE

plant and equipment 72,554 1,620 24,476 23 98,673 6,276 104,949
Amortisation of prepaid lond T8 i £t 7 4 30 84

lease payment - - - 2,474 2474 - 2,474
Amortisation of other Hi B & EHH

infangible assefs = = = 334 334 = 334
Expected credit losses EBREEBRER

allowance 118,743 125,812 1,425 75 246,055 = 246,055
The accounting policies of the reportable segments are the same A 2®5D A SRR ELR S MR RR M L4
as the Group's accounting policies described in Note 4 fo the BAEBMNGTEHEAR -

consolidated financial statements.

Segment results represent profit eamed or loss incurred by each DEEE BE D AT REA & F s B AR B E
segment, without allocation of central administrative expenses, (ROBEFRITHFAX  HlhaRBEE 5T
other gains and losses, certain other income and certain finance HMWKWARETRERAN) - TR EBELSR
costs. This is the measure reported to the CODM for the purposes REREERDEMNEETENTE -

of resource allocation and performance assessment.

Geographical information & &R

As all the Group's revenue is derived from its operations in the PRC HRAEENAEREEREERFEMNEE
and substanfially all its non-current assets (excluding the other BEBABOERDEE(TEEHEMERE
financiol assefs) are located in the PRC, no geographical E)UARHE - &2 EE R -

information is presented.
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

8. Other Income 8. HfxA

2019 2018
ZE-nF —T-N\F
RMB’000 RMB’'000
ARBT T ARBT T
Government financial incentive (note) BT B R 22 B (AT aE) - 2,954
Bank interest income R1T A B A 133 168
Inferest income in respect of frade receivable P Wi R R ) A B A - 1,672
Sundry income HIF UL A 1,162 554
1,295 5,348
Note: Pursuant to a document issued by a PRC local government authority, Kzt - REBEFREM TR EEEGOXHE  ARAH
one of the Company's PRC subsidiaries was granted financial Hf—HPENBRAREER —HR=2F—X
incentive for a period of three years from 2016 to 2018 for its FE_ZT-N\ERA=ZFOMBER A=
contribution to the economic development of the locality, provided it HAM A CEZRIELNER  KEAEEAR
is duly registered in the locality and pays taxes according to tax i IE S M R B BOE B - Rk 2 b - B

laws. No other conditions are attached fo the financial incentive. 22 ) I A A ] EL A B 7 AR A o

9. Other Gains and Losses, Net 9. HbWBER BB FHE
2019 2018
—E-NEF —E-)N\F
RMB’000 RMB’000
AR®ET T ARBFTT
Cain on disposal of property, plant and equipment, net HH& #1% « BB & & & ka5 F 58 177 =
Exchange loss, net bE X B8 F 5 (5,767) (14,701)
(5,590) (14,701)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

10. Finance Costs 10. B4 & L 2
2019 2018
—E-hF —T-N\F
Note RMB’000 RMB’000
Bt &t ARBT T ARBTT
Inferest expenses on: T FIEF SR
Bank borrowings wholly repayable REFAEZHER
within five years BRITEE 18,986 21,426
Discounted bills receivable FE U B BE IR R IE 40 -
Other borrowings HiEE 4,794 4,018
The Bonds B 30 32,714 30,694
Amounts due to non-controlling shareholders JERT— M B A R
of a subsidiary FE1E PR AR R AR IE 3,864 3,223
lease liabilities HE&E 153 -
Total borrowing costs BEERK 60,551 59,361
Less: amounts capitalised in the cost of BB EREEKAR
qualifying assets BER e (15,501) (6,879)
45,050 52,482

Borrowing cost capitalised during the year ended 31 December
2019 of approximately RMB15,501,000 (2018: RMB6,879,000)
arose on the general borrowing pool calculated by applying a
weighted average capitalisation rafe of 8.99% (2018: 7.68%)
per annum. During the year ended 31 December 2019,

borrowing cost was capitalised as part of the consfruction in

progress in respect of the hotel under construction included in

property, plant and equipment.

BHE_ZT-ALFT_A=+—HIEFE BX
LR EER AL AR 15,501,000 (ZF =\
F: AR%6,879,000) hHE—RiEEHE IR
MEFHER L EGFLU(—ZF— \F:
7B EE - BE_T-NAFt+_A=1+—8H
LFE BERABERCAYE BERREBHM
BENERERBEENERZIREN 5 -
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

11. Allowance for Expected Credit Losses, Net

of Reversal

1N.BAHFEERREREFHE

2019 2018
ZE-NF —T-N\F
RMB’000 RMB'000
AR® T ARBTT
Expected credit losses recognised/ (reversed) on: IATIEE R/ (=) A TE
EEBE:
— Trade receivables — & U BR 3R 308,194 243,182
— Contract assets —BHNEE (2,695) 2,873
— Other receivables and prepayments — H B W R R TR 5K 28,186 =
333,685 246,055

Details of impairment assessment for the year ended 31 December

2019 are set out in Note 39(b).

BB IIEN M E3b)

BE-T - NFE+ZRA=+—HILFERET

12. Income Tax Expense 12. RSB X

2019 2018
—E-hF —ET—)N\F
RMB’000 RMB’'000
AR T AR T T

The charge comprises: X B

Current tax BV ER 7% 18

PRC Enterprise Income Tax (“EIT") FRESEMSH ([REMEH]D 6,119 18,776
Deferred taxation (Note 21) EEFIE (M aE21) 104,554 3,374
110,673 22,150
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

12. Income Tax Expense (Continued)

The tax charge for the year can be reconciled fo the loss before

tax as follows:

12. FRSH B @)

FARBXHEBBRRABREROT

2019 2018
=EB-NEF —T-N\F
RMB’000 RMB'000
AR¥T T ARBTT
Loss before fax % BB 1R (411,355) (232,345)
Tax at the PRC EIT rate of 25% (2018: 25%) BHRRCEMBHR R E25%TE
BRIE (=T — )\ : 25%) (102,839) (58,0806)
Tax effect of expenses not deductible for tax purpose 7~ AT 1 %4 B =7 49 F 75 52 & 91,441 79,714
Tax effect of deductible temporary differences not AERN ARG ZBHHE
recognised wa 4,598 -
Land appreciation fax (“LAT") T ER (LB ER]) 6,648 —
Tax effect of LAT T EFR A FIS 2 (1,833) -
Tax effect of tax losses not recognised AERRBEEONH ST E 14,326 522
Tax effect of reversal of femporary differences %% B 7 TR O B B = RE B B /)
previously recognised M & 98,332 -
Tax charge for the year FRREHAX 110,673 22,150
() PRCEIT () FEEXFESB

PRC EIT is calculated at 25% of the assessable profits for

both years.

(i) Hong Kong Profits Tax

(i)

Hong Kong Profits Tax is calculated at 16.5% of the

esfimated assessable profits for both years, if any.

No provision for Hong Kong Profits Tax has been made in

the consolidated financial statements as the Company and

its subsidiaries had no assessable profits arising in or

derived from Hong Kong for both years.

B4 [ - o £ 36 7 19 0 T3 HR B AR
%R BB 3 25% 31 8 -

EBANEH
RAEEE  FBMNESHHIRGETERR
A (A ) AT E16.5%5T &

RRARE R EWME R BRREFEAL
BERBEEELLRABTENERB AN
WAR B B R TR A BB B FG B E
B
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

13. Loss for the Year

13. FAEE

2019 2018
—E-nF —ZE-N\F
RMB’000 RMB’'000
ARBT T AR T T
Loss for the year has been arrived af after charging  F R EEE &M (GFA)
[crediting): T5| &8 :
Auditor's remuneration Gk 1,852 1,800
Amortisafion of other infangible assefs HEfhfEmp EE#H 333 334
Amortisation of prepaid land lease payments Ta A = 3t A8 49 R 8 - 2,792
Depreciation of property, plant and equipment ME BERZETE 105,974 104,949
Depreciation of rightof-use assets {5 FA 4 & EE i8R 4,024 —
Directors’ emoluments (Note 14) ZEEME (Wt 14) 1,900 2,925
Other staff costs Hfth 8 THRA 37,919 49,058
Retirement benefit scheme contributions, B K& T = 2 55
excluding those of Directors TEFEEEHS 5,939 6,646
Total staff costs (including equity-settled B TR AR
share-based payment] (BREEREER D M) 45,758 58,629
Gain on disposal of property, plant HEWE BB R
and equipment, net B Eade k-l (177) -
Sub-contracting charges included in operafing cost &+ A& KA H) 5 B & A 192,894 271,150
Cross rental income from investment properties HEYMER S WA BEE (7,749) (9,775)
Less: direct operating expenses incurred for investment J& : F % E ¥ ¥ 435 &
properties that generated renfal income during WAEENEELE
the year 53 488 1,087
direct operating expenses incurred for investment FRAREMERFEESES
properties that did not generate renfal income WAEENEEEE
during the year B 155 276
(7,106) 8,412)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

14. Directors’, Chief Executive Officer’s and UMEE FETHRAERESMN
Employees’ Emoluments €

Directors and Chief Executive Officer EERFETHAE
Defails of the emoluments paid or payable to the Directors and the FR - ENKENREEREETHRAENHE
Chief Executive Officer during the year are as follows: B -
For the year ended 31 December 2019 BE-_Z-hF+-B=+—HIEE
Retirement
Salaries benefit Share-
and other scheme based
Fees allowances contribution Sub-total payment Total
FeR BKEF
we H fth )2 Bh FHEI At Nt BRBIZH Mgt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT AR%¥Tr AR®TnR AR%BTr AR¥Tn AR®Tx

Executive Directors: HITESE:
Mr. Liu 2L - 1,200 - 1,200 - 1,200
Mr. Wu Bin X s - - - - - -
Mr. Wu Xuze RIBELEE - - - - - -
Ms. Zhou AL+ - 600 - 600 - 600
- 1,800 - 1,800 - 1,800
Non-Executive Directors: FEHRTESE
M. Liv longhua (note (i) RlEELE
(K ez (i) - - - - - -
Independent Non-Executive BIUFRTES:
Directors:
Mr. Chan Ming Sun Jonathan PR $8 £ 55 4 100 - - 100 - 100
Mr. Huan Xuedong BEREE - - - - - -
Mr. liang Zequen ZERGAE - - - - - -
100 - - 100 - 100
100 1,800 - 1,900 - 1,900
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

14. Directors’, Chief Executive Officer’s and

4LEE FETHRAEREESMH

Employees’ Emoluments (Continued) £
Directors and Chief Executive Officer (Continued) EERFTETHAE @
For the year ended 31 December 2018 BE-Z2-—N\E+=-A=+—-BLEE
Refirement
Salaries benefit Share-
and other scheme based
Fees  allowances  confribution Subrofal payment Tofal
ek RRTE A
e H )2 Bh AT &I 3% N BBOEA wEt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFT ARETRT ARBTT ARETT ARETT ARETR
Executive Directors: WIES:
Mr. Liu 2% 4E = 1,200 = 1,200 — 1,200
Mr. Wu Bin R £ = = = — 479 479
Mr. Wu Xuze RIBERE = = — — 479 479
Ms. Zhou Ax =+ = 600 = 600 = 600
— 1,800 — 1,800 958 2,758
Non-Executive Directors: FEHTES
M. Liu Longhua (nofe (ij) ZFEE L L
(Htat (i) - - = - _ _
Independent Non- Executive BN IFERTES
Directors:
Mr. Chan Ming Sun Jonathan  FR $4 22 %t & 119 — — 119 — 119
Mr. Huan Xuedong BERLAE 48 — — 48 — 48
M. liang Zequen ZER G HE — — — — — —
167 = = 167 = 167
167 1,800 = 1,967 958 2,925
Note: Bt st

(i) Mr. Liu longhua has resigned as a NonExecutive Director on 8

March 2019.

During the year, there was no arrangement under which a Director

waived or agreed to waive any remuneration.

Salaries and other allowance paid fo or for the Executive Directors

are generally emoluments paid in respect of those persons’ other

services in connection with the management of the affairs of the

Company and its subsidiaries.
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

14. Directors’, Chief Executive Officer’s and
Employees’ Emoluments (Continued)

Employees

Of the Group's five highest paid individuals during the vear, two

(2018: two) of them were Directors whose emoluments are

€ )
==

LEE FETHRAEREESMH

FARAEBELARRHFMEST  HPmME (=
T-N\F - MB)R/EF AR LEXZ2

presented above. The emoluments of the remaining three (2018: o BT =2(ZE— \EF: =) 25 5MEAA
three) highest paid individuals, were as follows: ST :
2019 2018
—E-hF —T-N\F
RMB’000 RMB'000
AR T ARBT T
Salaries and other allowances e kHEMER 1,255 1,040
Retirement benefit scheme contributions R BT B 4 22 25
1,277 1,065
Their emoluments were within the following bands: HEMeETHERASKOT ¢
2019 2018
—E-hF —T-N\F
No. of No. of
employees employees
EBEAE BEEAH
Nil to HK$ 1,000,000 = % 1,000,000 T 3 3

During both years, no emoluments were paid by the Group to any
of the Direcfors, Chief Executive Officer or the five highest paid
individuals (including Directors, Chief Executive Officer and

employees) as an inducement to join or upon joining the Group or
ploy! I pon | 9 P

as compensation for loss of office.

RREFERN AEBEILTEAOEFAES 21T
BAEXAEREHFMEA(BEES 217
BABRES) X MEMBE - AERE AL
RIMAREE R RE SRR AE -
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& B 5 R AR B A ()
For the year ended 31 December 2019 #ZE —F—NF+-_A=1+—HIEFE

15. Loss Per Share 15.

The calculation of the basic and diluted loss per share attributable

fo the owners of the Company is based on the following dafa:

BRER

ADAEEARESRERRBEEHEDET
5 B

2019 2018
—E2-hF — N\
RMB’000 RMB'000
AR®T T ARBTT
Loss for the year attributable to owners of the Company Bt 5T & & I E A &k #5855 18
for the purposes of basic and diluted loss per share im=E E’] RNRARIEE AEN
FREE (517,586) (258,647)
Number of shares I #E
Weighted average number of ordinary shares for the  BLat B &I E A K #55 & 7
purposes of basic and diluted eamings per share M= & 38 A% A0 #E F 15 1 1,775,476,000 1,522,606,000

The weighted average number of shares for the purposes of basic
eamings per share for both years were calculated based on the

weighted average number of shares in issue during both years.

The computation of diluted loss per share for the year ended
31

Company's share options because the exercise price of those

December 2019 does not assume the exercise of the

share opfions was higher than the average market price for shares
1 January 2019 to 10 October 2019. As at
31 December 2019, the Group did not have any potential

for the period from

ordinary shares. The computation of diluted loss per share for the
year ended 31 December 2018 does not assume the exercise of
share options since the assumed exercise would result in a

decrease in loss per share.

16. Dividends 16.

No dividend was paid or proposed during the year ended
31 December 2019 and 31 December 2018, nor has any
dividend been proposed since the end of the reporting period.
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Notes to the Consolidated Financial Statements (Continued)

=& B Rk B A (4D

For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

17. Property, Plant and Equipment

17. 9% BERRE

Furniture,
Dredgers fittings
Leasehold and Plant and and office Motor Construction
Building improvements  vessels machinery equipment  vehicles in progress Total
£ BE &A- %E
BF HE£E R REE REBARE AE ERIR o
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETR ARETT ARETRT ARETT ARETR ARETR
Cost BA
At 1 January 2018 R=Z-N\¥—HA—A 54,401 244 1751913 110,504 1,988 16,882 210,610 2,146,542
Additions AE = = 12,854 3,550 37 590 31,904 48,935
Transfer upon complefion TREEE - - - 21,607 - - (21,607 -
Transfer fo invesiment properties #Z K& 9% - - - - - - 162,592) (62,592)
At 31 December 2018 R=ZFE-N\E+=-A=1+—-H 54,401 244 1,764,767 135,661 2,025 17,472 158,315 2,132,885
Additions AE = = 11,545 1,058 49 296 21,440 34,388
Disposals HeE = = (1,401 = = [352) - (1,753
At 31 December 2019 R=ZE-hA&+-A=1—H 54,401 244 1774911 136,719 2074 17,416 179,755 2,165,520
Accumulated depreciation Zit 17 &
At 1 January 2018 R=ZE-N\§—-A—-H 8,485 244 504,586 46,062 1,681 9718 - 570776
Provided for the year FREE 2,599 = 86,287 13,892 71 2,100 = 104,949
At 31 December 2018 R=E-N\F+-A=1+—H 11,084 244 590,873 59,954 1,752 11,818 - 675,725
Provided for the year FREE 2,599 - 87,196 14,017 41 2,121 — 105,974
Eliminated on disposals HER - - (1,332) - - (329) - (1,661)
At 31 December 2019 RZE-NF+=-A=1+—8 13,683 244 676,737 73971 1,793 13,610 - 780,038
Carrying value REE
At 31 December 2019 RZE-NE+ZA=1+—H 40,718 — 1,098,174 62,748 281 3,806 179755 1,385,482
At 31 December 2018 R=E-N\F+-A=1+—H 43,317 - 1,173,894 75,707 273 5,654 158,315 1,457,160

The Group's buildings are located in the PRC.

REBNEFHMRABE -
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an e B R Ak B A ()

For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

17. Property, Plant and Equipment (Confinued) 17. 9% - BERRE @

Depreciation is charged so as to write off the cost of assets (other ST EAEMEIR G ERAFEH RE R
than construction in progress), over their estimated useful lives and BN TEERESEZGHTERGEEREE (K
affer taking into account their estimated residual values, using the BITREERIN FIRRA

straightline method, on the following bases:

Building 2-4% or over the term of the 4= 2-4% sk FH & F 5
lease, whichever is shorfer (AR & A %)

Leasehold improvements 20% or over the term of the lease, HERE 20% sk T & F 8
whichever is shorfer (AR SE & A %)

Dredgers and vessels 5%6.7% 12 e M B i A 5%6.7%

Plant and machinery 5%—20% B 2R 5%-20%

Furniture, fittings and office 10%-33.3% ERh - EBERRARE 10%-33.3%

equipment

Motor vehicles 16.7%-20% RE 16.7%20%

Defails of property, plant and equipment that are pledged as BRAERYGOYE BELRBFBIL

collateral are set out in Note 35. MFsE35 o

During the vyear, the management performed an impairment FRN EEEBERBETAESTERFE 65 B AHE

assessment on certain property, plant and equipment engaged in EEREBRAEER RRBARKBEESR

capital and reclamation dredging business and environmental HHBREEA A RK39,835000THE T4

protection dredging and water management business with carrying ¥ BERBEETHESGH BEEEBEANAT

amount of RMB939,835,000 in accordance with HKAS 36. The BREERAGISZEVE BEREEHT

management estimated the recoverable amount of these property, WEEzE - AfELBESNZENE BELE

plant and equipment based on fair value less costs of disposal. R E - W EERE S -

The recoverable amount is higher than the carrying amount of these
property, plant and equipment and accordingly, no impairment

loss has been recognised
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=& B Rk B A (4D

For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

18. Right-of-Use Assets 18. ERAEEE

Leasehold Leased
lands Dredger property Total
HEL et SHEYWHE st
RMB'000 RMB'000 RMB'000 RMB'000

ARBTIT ARBTT ARBTET ARETE

As at 1 January 2019 (uponthe MZ=ZFT—NF— A —H (EA

application of HKFRS 16)

BEMBRSEAF165K%)

Carrying amount BREEE 95,306 3,215 — 98,521
As at 31 December 2019 R-_E—hFE+=_A=+—8
Carrying amount BR (B 902,514 2,010 67 Q4 591
For the year ended HE_ZT-NAFE+_A
31 December 2019 =t+t—BILtEE
Depreciation charge TES 2,792 1,205 27 4,024
2019
—E-hE
RMB’000
AR¥ T
Total cash outflow for leases HERSREREE 1,330
Additions to rightof-use assets NEEBEEE 94

For both years, the Group leases dredger and property for its
operations. lease confracts are entered into for fixed ferms of 2 fo
3 years. lease ferms are negofiated on an individual basis and
contained a wide range of different terms and conditions. In
determining the lease terms and assessing the length of the non-
cancellable period, the Group applies the definition of a contract

and defermines the period for which the contract is enforceable.

The Group enfered into shortferm leases for office premises and
fransportation vessels. As at 31 December 2019, the portfolio of
shortHerm leases is similar to the portfolio of shortterm leases fo
which the shorterm lease expense disclosed in Note 33.

The leasehold lands are located in Yancheng Jiangsu, PRC, and
the land use rights are held for a term expiring on 2052 and
2064.

MEFERN AEEHEEZRMRMELETHE
2B - FRIHEAHNMNBEEHRB2E3F - H
ERFIBRBEENEAGEEE EFPESF
& AR B R SRA R 1 - N B B E LB R
Ko w4l D AT REH BA PR B - 3R & 40 /O TE 3% 3L
ERDFRHAITHOHR

AEBERBAETWERERMMITLEHNE
E-R_ZE-NAF+-_A=+—HBH EHHESHA
ERURENESTRENEHHEERZANE
HHEEHEA -

MELHURPEITEHEN L ERENR
BHRR_ZFR_FR_FTREFEM
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For the year ended 31 December 2019 #E —

19. Prepaid Land Lease Payments

—NFETZA=t—BLFE

19. FEF £ AR

2018
—T—\F
RMB'000
ARETT

Analysed for reporting purposes as:
Current assets

Non-current assets

H
éfE 2,908
HEE 92,398

?5,306

Details of prepaid lease payments that are pledged as collateral

are set out in Note 35.

As at 1 January 2019, upon the application of HKFRS 16, the g

ERSERYROENEERFBEHNMESS

—NWE-A—B REERETBEVB R

prepaid land lease payments has been reclassified to rightof-use HRAF 165 - B LA ORE BB M

assets as per Note 18.

20

1BEH N EREMREEE -

Investment Properties 20. REW=
RMB’000
ARBTT
At 1 January 2018, af fair value RZZBE-NF—-—A—B RATE 413,194
Additions NE -
Transfer from consfruction in progress in property, EEEEYE  BELEKE
plant and equipment 40,192
Changes in fair value recognised in the REFEBaRAERN A FLEEE
consolidated statement of profit and loss 17,400
At 31 December 2018 and 1 January 2019 RZZE-—N\F+ZA=+—HBR
at fair value —hFE—HA—RB BAFE 470,786
Changes in fair value recognised in the REGEERERANERNRFEZH
consolidated sfatement of profit and loss (6,2806)
At 31 December 2019, at fair value —NWF+=ZA=+—8 &2 A¥E 464,500
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=& B Rk B A (4D

For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

20. Investment Properties (Continued)

The Group's property interests, including ifs inferests in the land
held under operating lease, held to eam rentals or for capital
appreciation purposes are measured using the fair value model

and are classified and accounted for as investment properties.

During the year ended 31 December 2018, the Group transferred
certain portion of factories to investment properties, the transfer is
supported by evidence of change in use as the facfories are
leased out to third parties to eam rental income. The difference
between the carrying amount and the fair value of the factories af
the datfe of transfer amounted to RMB22,400,000 is recognised

in other comprehensive income in 2018.

The fair value of the Group's investment properties as af 31
December 2019 has been arrived at on the basis of a valuation
carried out on the respective dates by GCA Professional Services
Group (31 December 2018: GCA Professional Services Group),
an independent qualified professional valuer not connected fo the

Group.

In determining the fair value of the relevant properties, the Chief
Financial Officer of the Company is responsible to determine the
appropriateness of valuation fechniques and inputs for fair value

measurements.

The Group engages a third party qualified valuer to perform the
valuation. The valuation committee works closely with the qualified
external valuer to establish the appropriate valuation techniques
and inpufs to the model. The Chief Financial Officer reports the
valuation committee’s findings fo the directors of the Company to

explain the cause of fluctuations in the fair volue of the asses.

20. & & ¥ % m)

AEBENYERD BRENKEHEETRE
UHBRESIEREARAFEBENN D ENRE
#@ NERAFEREFE A BERARIIME
BEME -

REEZZ—NFF+ZA=+—HBLFE &
SERETIREARENE BBREZET
MEBFE=FURGSHESKAMERSREZ
AXFUHEE REB2AEIREEERAF
BEzEZ=% ARE22 400,000 2018 H 1t

AW ERTER -

RZZE-—NEFE+_A=+—H AEBEKE
M % B A ¥ {E J5 E R GCA Professional Services
Gowp(R=ZZE—-—NF+ZA=+—H:GCA
Professional Services Group) (— [ £ 78 & [ 37 £ 73
ENBEYSEREXGERA)EAMB BET
ORGR NI

RETHBUMENRAFER AR BAE
BERAFEFEETEAN[BERMNEE A
-

AEBCZRBF =T ERMGEMETHE:-
HEZREEEAERIBEEMETLE U
REARTEANEERN B ARE - B
REMARNREZERGEZEENRES
R UBBEEATERIHNREA -
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

20. Investment Properties (Continued)

20. RE WX )

The fair value of the Group's investment properties is categorised

as level 3 of the fair value hierarchy. There were no transfer into or

out of level 3 during the vear. In estimating the fair value of the

properties, the highest and best use of the properties is the current

AEENREDELATEIRRATEHERD
FEZE-FRNE=ERLEEAREL - Eh5
MENRTFER ENESEERERERE
AR & o

use.
Relationship of
unobservable
Valuation technique(s) Significant unobservable input(s) inputs to fair value
fl B Bl EXRUEEGARE FABRBELFENBER
Shopping mall located in Income capitalised approach

Yancheng the PRC
The key inputs are

[i)  Estimated unit price

[i) Capitalisation rate
AR R B B 3 T B9 P 55 W25 & AR AEIE

TBRRAREA
() fhsHEAER

(i) EAAf=E
Factories located in Income capitalised approach
Yancheng, the PRC

The key inputs are

(i)  Estimated unit rental

(i) Capitalisation rate
Az 7 R (2 38 T A TR W2 & AR AEIE

TRRAREA
() fEFHECEE

[i) BEAR{=

158 China Dredging Environment Protection Holdings Limited

Price per square meter, using market direct comparable  The higher the unit price, the higher

and taking info account of location and other the market value
individual factors, which is RMBZ,000 (2018:
RMB7,100) per square mefer.
Capifalisation rate, faking info account of rafe The lower the capitalisation rate, the

generated by market, of 5.0% (2018: 5.0%) higher the market value

FEHRER RATSERLRIGRUE BUERES mHEEES
REMENEE BT RARKE70007T
—E-N\F: AR¥7,1007T) -

EARER Bt RMBEENL X 506 BEXMLXGE TH5EEES

(ZZE—N\EF:50%)

Rental per square meter per month, using market direct ~ The higher the unit rental, the higher

comparable and taking into account of location the market value
and other individual factors, which is RMB10.5
[2018: RMB10.5) per square mefer per month

Capitalisation rafe, taking into account of rate The lower the capitalisation rafe, the
generate by market, of 5.5% (2018: 5.5%) higher the market value

FABTHIAES KATSERLBRLE BEUuftEs mHEEES
NEREMENER AEASFHRAR
105 T (Z2E—N\F: AR¥K10.57T)

EARER B RTBEENL X B55% BEXEXGE TH5EEES

(ZZE—N\EF:55%)

PREARRIZEREBRAF



Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

21. Deferred Tax Assets/Deferred Tax

Liabilities

The following are the major deferred tax assefs and (deferred tax
liabilities) recognised and movements thereon during the current

and prior year:

21 EEBIREE ELEREEE

AT RAFERBAEFENTIECHIBRELTH
BHEEMCEERBAB)  UREEE

Fair value

Allowance  adjustment of Fair value
for property, plant adjustment
doubtful and equipment of
debts/ECL  on acquisition investment
provisions  of subsidiaries properties Tax losses Others Total
RERE/ WEHELRE
BHGE NE BER RENE
BEERF RBEALATEHRR LATEHAER HEFS Hit @st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AR®TT ARBTL ARBTT ARBTT AR¥TR ARBTR
At 1 January 2018 RZZ-\E—-HA—H 103,323 (12,651 = 6,018 (6,018 90,672
(Credited| charged to (FrA) Mk
profit or loss (Nofe 12) ERECIEI) (4,991) 1,617 — (6,018) 6,018 (3,374)
At 31 December 2018 RZZE-N\F+-_A=+—H 98,332 (11,034 - - - 87,298
(Credited| charged fo (Gt A) K
profit or loss (Nofe 12) Biam(fE12) (98,332 1,620 (7,842 - — [104,554)
At 31 December 2019 RZZE-NE+=-A=+—H - (9,414) (7,842 = = (17,256)

At the end of the reporting period, the aggregafe amount of
temporary differences associated with undistributed earnings of
subsidiaries for which deferred fax liabilities have not been
recognised was RMB3 11,655,000 (2018: RMB321,522,000).
No liability has been recognised in respect of these differences
because the Group is in a position to control the timing of the
reversal of the femporary differences and it is probable that such

differences will not be reversed in the foreseeable future.

At the end of the reporting period, the Group has unused fax loss
of RMB108,554,000 (2018: RMB88,035,000), no deferred tax
asset has been recognised for the unused tax loss due fo

unpredictability of future profit streams for both years.

RBERR BZFIERIABRLEHER BN
MEARMNRIERNEMENGRZHEAER
ARBES311,655000 (= —NF: AR
321,522,0007T) M 77 5 B 7] £ ) BR B = 58
MEEER MzEZRRARATR RIS
BEE - E I Bl F R ER

(5

RBEEHR FEENRPIARBEBEER A
K #108554000( =& — NF: AR K
88,035,0007T) + B PN B A TRAI W 1 4 & &9 R 2R
i M SR - B R B A B IR S R HE R AT
BMIREE
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

21. Deferred Tax Assets/Deferred Tax 21 EEREBEEE EEHEEE
LIGbIIIl’IeS (Continued) (48)
At the end of the reporting period, the Group has deductible RBEHRR REEBNTHNRBEEHEEZES A

temporary differences of RMB416,721,000 (2018:
RMB398,329,000). As at 31 December 2018, a deferred tax
asset has been recognised in respect of RMB393,329,000 of
such deductible temporary differences. During the year, the Group
had reversed deferred tax assefs of RMB98,332,000 in respect of
other deductible temporary differences of RMB393,329,000
recognised in previous years, which in the opinion of the Directors,
are not probable fo be utilised in the foreseeable future taking into
account the fact that no sufficient taxable profits will be available.
Accordingly, no deferred fax asset has been recognised in relation

to such deductible temporary difference as at 31 December 2019.

An analysis of the expiry dates of the unused tax losses is as

R #416721000c(ZZF —NF: AR
398,329,0007L) s R=ZZT—N\F+ A =+—
H - B3t AR®393,329,0007T &) Al #1451 B i 2=
BHERELERBEE - AEBERUNEFE
T 2R B L At BT 40 5 B B = 2R A R #65 393,329,000
TR EELER AL E AR %98,332,0007T * &
BEYERAERTEN EERBRARK
RAKRAERSA - Bt RZF—AF+=A
Zt—H UEREAUNHEREZHERE
ERLIRE EE

AMEAREEERINBHEINAT :

follows:
2019 2018
—E-AF —E-N\F
RMB’000 RMB'000
AR¥T T AREFIT
Within 1 to 4 years —ZNER 51,253 83,585
Within the 5th year AFER 57,301 4,450
108,554 88,035
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

22. Trade and Other Receivables and

2 BRWERREMERRURE

Prepayments 'SR
2019 2018
—E-nF —T-N\F
RMB’000 RMB'000
AR TR ARBT T
Non-current: JEBNER :
Value-added tax recoverable (notes {iii)) Al Uy (o] 2B 5 (B At i) 2,338 1,908
Current: BNER :
Trade receivables JFE U BR 3R 1,766,712 1,716,650
Less: Allowance for credit losses o FEEEE S EERE (989,153) (680,959)
Trade receivable, nef of expected credit losses (notes (il)  FEUREBRFR - MK TBHRE B 18
(K &% (i) 777,559 1,035,691
Bills receivable (nofes (ii)) & U Z 4 (B aF (i) 7,472 3,468
Government financial incentive receivables, net JiE WS B AT B Bk R B V5 R
(notes 8) [notes (iv)) (K1:£8) (K7 7% (iv)) 14,636 14,842
Prepayments, net (nofes (iv)) T84 FRIEF 5B (A aE (iv) 42,156 50,280
Deposifs, net (nofes (iv)) e FEE (M (v) 13,187 13,195
Others, net (notes (iv)) o F 58 (M 2% (iv)) 8,650 7,585
863,660 1,125,061
865,998 1,126,969
Notes: K&t -

Before accepting any new customer, the Group assesses the
potential customer’s credit quality and defines its credit limits based
on reputation of the customers within the industry.

The Group prepares an aged analysis for ifs frade receivable based
on the dates when the Group and the cusfomers agreed on the
quantum of the services rendered, as evidenced by progress
certificates. Periodic statements are issued and agreed by the
customers for the services rendered for the customers. Most of the
contracts require the customers to make monthly progress payments
with reference to the quantum of the services completed (typically
95% of the quantum of the services completed in the previous month)
within 30 days to 9O days affer the issuance of the progress
certificate. According to these contracts, the remaining balance
[typically 5% of the quantum of the services completed) is kept as
refention money and is fo be paid by the customers within thirty to
sixty days after (i) the project is completed and (i) accepted by the
cusfomers.

(i

REMEMRELA REBERTPRT
ANBEFGEZEETPNEREZRRTE
EEREE -

ES
H

AREERNAEERTFPHERMBEHREE
MER(REEZEEER) FEEEUERNE
oM  BEBRREEPRERAT P REH/D
REMEEFEL RBIERBTEL R EL
EEBER=THEALTHRZ2E KRG =
(BERLATHRRBEENSK) XN AEEE
MR- BEZEER BRBCAFTRATAREE
M5S%)ERBIFRERE BB PR()RE THK
Rli)FPEME=TERTHAM-
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

22. Trade and Other Receivables and
Prepayments (Continued)

Notes: (Continued)

(i

(Continued)

A contract asset, is recognised over the period in which the
construction services are performed representing the Group's right to
consideration for the services performed because the rights are
conditioned on {i), (i) and expiration of defect liability pericd. The
contract assefs are transferred fo trade receivables when the rights
become unconditional.

Retention receivables, prior to expiration of defect liability period,
are classified as contract assets, which range from 30 to 365 days
after (i) and (i) are fulfilled. The relevant amount of contract asset is
reclassified fo trade receivables when the defect liability period
expires. The defect liability period serves as an assurance that the
construction services performed comply with agreed-upon
specifications and such assurance cannot be purchased separately.
The tfiming of payment patterns give rise fo refention receivables
which are subject to performance risks but not only the passage of
time before the retention receivables are due. The Group's right on
the refention receivables is conditional and thus the refention
receivables are classified as contract assets, details of contract
assefs are stated in Note 23.

The aged analysis of the Group's trade receivable, prepared based
on the dates of cerfification of work done, which approximate the
respective revenue recognition dates (net of credit losses for trade
receivable), at the end of each reporting period is as follows:

Aged analysis of the Group's trade receivable, net of ECL

2 EWERRHEMERRUARE

NENC

et - (%)

(i

(&)

BREERETAS B WERRS K EMNZER
TEEAR R - AR R LAL) - (i) R B FE & EHR
RERIGNH GRNEERBEREZERANEHE
A FEWER AR

FBERRESRREBETHERMNDOBER/ENE
B B &) e B HENFI0E365H - B
REEERERE HAENEHSREEN
DEREURER - REEEHBRREMAT
METRBETEHBENRE  BZRRTEE
BEE - NRERRHE T A EE LR RRE
£ MAEFETERR ENMERRELRE
UM BHAR AEEESEKRKRES
MENRARRGEN REBREESDER
BHEE ARNAEFBRNME23 -

REREHR BEIRTKEBBZEND
HEaAREARRNERB S MERN RS
EEKER (IR EKREREEER) NERRS
N

AEERKRFRER ST (NREREEER)

2019 2018

—E-NEF —T-N\F

RMB’000 RMB'000

AR%T ARET T

0-30 days 0E 30X 62,555 74,841
31-60 days 31 E60K 45,113 27,916
61-90 days 61 290K 4,110 24,419
91-180 days Q1 E 180K 23,492 77,703
181-365 days 181 365K 123,490 154,249
1 year=2 years 1EF2F 224,859 249 592
Over 2 years HBiE2F 293,940 426,971
777,559 1,035,691
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

22. Trade and Other Receivables and
Prepayments (Continued)

Notes: (Continued)

(i

(Continued)

Up to the date of approval of the consolidated financial statements,
there were subsequent settlement of account receivables amounting
o RMB120,522,000 (2018: RMB121,801,000) being received
by the Group.

The estimated loss rates for ECL calculations are estimated based on
historical observed default rates over the expected life of the debtors
and are adjusted for forwardlooking information that is available
without undue cost or effort. The grouping is regularly reviewed by
the management fo ensure relevant information about specific
debiors is updated.

Included in frade receivables as at 31 December 2019 was a gross
carrying amount of approximately RMB48,803,000 (31 December
2018: RMB48,803,000) due from a customer of which the related
dredging project has been suspended since January 2014 due fo
change in use of relevant reclaimed areas by the Government. The
custfomer has signed an agreement with the Group fo repay
RMB40,000,000 before 31 December 2016 but failed to fulfil the
payment. During the year ended 31 December 2019, an amount of
nil (2018: RMB10,000,000) was received. Accordingly,
allowance of credit losses of RMB48,803,000 (2018:
RMB48,803,000) was recognised as at end of reporting period.
No reversal of expected credit loss is recognised for the year ended
31 December 2019.

Included in trade receivables as at 31 December 2019 was a gross
carrying amount of approximately RMB23,087,000 (31 December
2018: RMB24,134,000) due from a customer which the dredging
project was started since 2016 and is still in progress as at 31
December 2019 while the repayment of progress billings fell behind
schedule. During the year ended 31 December 2019, an amount
of RMB1,048,000 (2018: RMB2,000,000) was received.
Considering the payment pattern, the progress of the project and the
creditability of the customer, allowance of credit losses of
RMB17,092,000 (2018: RMB13,188,000) was recognised af
end of reporting period representing an addition of RMB3,904,000
being recognised for the year ended 31 December 2019.

2. B R HEAERRURE

NENC )

it - (%)

(i

(&)

BEGAUBRREMLERH L A&H
EUBMBEERRENNEBRERRAR
#120,522,000t( = & — N F: AR %
121,801,0007T) °

BEHEREEBRAEGMABEREDEREL AR
BHFHNATEEMSRENEMHH  XiRE
TN B R B N A BLS B AT EE 1 & RHE S
E-DHBEREECHER  UERBERBA
HEAEHCEH -

RZZE-NF+-_A=+—HBHNEEEREHE
B —BEP (EHEBREAHEE —F—HF—
ARERABAEREBEREERNREMYZ)H R
BHEREEDARKAL8,803000T(=ZF—-N
F+=ZRA=+—H: AR#%48,803,0007T) ° %
BEFEAREEHERIHE UARZT—XF+
“A=+—HAEEZEARK40,00000075T - &
TARERNR - RBE-_ZT-AF+-_A=+
—HLFE BEUBRARBZET(CE-N\4F:
AR ¥10,000,0007T) W3R - Bt - EEEE
BB AR 48,803,000t (ZF—N\F: AR
48,803, 000T) ERMEHRBER -BE T —
NE+ZA=+— B IEFE I EERER RS
EEBRER -

RZB-NF+_A=+—BEHNEKEREE
BR—E2EFF (HRABER_Z—RNFRHER
RZB-—AF+-_A=+—HIMEET M
EREEZFRNERZ)NRARLEAEOARE
23,087,000(ZE—-—NF+=ZA=+—8:
AR#24,134,0007) - REBE T - A F+
“A=+—HIEFE EHRRARKI,048,000
T(ZF—\%F: AR%2,000,0007T) 8 IR °
EZRINRER HEEEREHEEFLPNAE
B RBEEHARERRBEEEERBARE
17,092,000t (=T —/\F : AR 13,188,000
) HERBE-_ZE-AE+-_A=+—HL1
F EHER T IE A R % 3,004,0007T -
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

22. Trade and Other Receivables and 22. ﬁ ﬂg RARKEMEWRIFUKE
N FA (18)

Prepayments (Continued)

Notes: (Continued)
(i) (Continued)

Included in trade receivables as at 31 December 2019 was a gross
carrying amount of approximately RMB338,992,000 (31
December 2018: RMB337,952,000) due from customers who are
large stateowned enterprise or local govermments which the
respective projects were already completed for more than one year.
During the vyear ended 31 December 2019, an amount
RMB18,227,000 (2018: RMB43,741,000) was received.
Considering the repayment pattern and the credibility of respective
customers, allowance of credit losses of RMB242,574,000 (201 8:
RMB178,394,000) was recognised at end of reporting period,
representing an addifion of RMB64,180,000 being recognised for
the year ended 31 December 2019.

(i) The aged analysis of the Group's bills receivable, presented based
on the relevant dates of certification of work done, is as follows:

et - (%)

(i

(i)

(&)

RZE-NFTZA=ZT—BHONERKERE
BRERAEF(RREBELCERMIBM  ©
—FALEXEBMNBREERT)NEAESEEA
B#H AR#33899200T(=ZF—\F+=
A=+—H: AR 3379520007 ) ® &
E-T-AFT+ZA=+T—-—BLEFE Bk
HMARKI8227,000L(=ZF—\F: AR¥
43,741,00070) WK IA - Z BEIF AT P 0+
REAREE RBEARERREEBHER
B AR®242,574000(ZF - NF: ARK
178,394,0007T) - HERBE_FT - LF+ =
A=+ — AL FE®RBHIE AR 64,180,000
T e

ERNRTIBEZREABMEN 2 AE HEUK
RENREOTMOT

Aged analysis of the Group’s bills receivable REBEEWEEER DT
2019 2018
—E-NF —E—N\F
RMB’000 RMB'000
AR¥T ARBF T
0-30 days 0Z 30X 590 200
31-60 days 31 260K 2,150 132
61-90 days 61 ZEQ0K - Q00
91-180 days Q1 E 180K 4,030 2,236
Over 180 days i@ 180Kk 702 —
7,472 3,468

lii) VAT paid of approximately RMB2,338,000 (2018:
RMB1,908,000) by the Group in connection with its construction-in-
progress could be setoff against future value added tax payable
generated from the Group. The amount is not expected fo be
recovered within one year from the end of reporting, and is
accordingly classified as non-current.

(iv)  The aggregafe carrying amount of government financial incentive
receivable, prepayment, deposits and other receivables were
RMB78,629,000 (2018: RMB85,902,000). During the year
ended 31 December 2019, an allowance of expected credit loss
of RMB28,186,000 (2018: nil) is recognised.

Defails of impairment assessment of other receivables and
prepayments for the year ended 31 December 2019 are set out in

Note 39.
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(i)

(iv)

AEBREERIREMIXNNEBEROARE
2,338,000 (=F — A\ F : A R 1,908,000
T)ARREEARERRELEN BN EEN -
HREMZEFRAANBERARES —FA
WE - A BRRIERS °

JRE MK T B AR~ FRAN RO - 2 T Ho Al R U
RIEAREEARSARKE78,629000T(=ZE—N
F: AR¥B850020007T) #HE-—ZE—-AF+
“A=t+—HLEEE BABBCEBEEREER
AR¥28,186,000L(ZFE—NF: F)-

FHBE T NFT_A=+—"BLEFED
HL A 18 U R % TR AN SRR 0 Rk (B R 1 B 1 R Y
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Notes to the Consolidated Financial Statements (Continued)

For the year ended 31 December 2019 #E —

23. Contract Assets/Contract Liabilities

The Group's dredging confracts usually include a refention period
ranging from 30 days to 365 days for 5% of the confract value.
This amount is included in confract assets until the end of the
refention period as the Group's entitlement to this final payment is
condifional on the safisfaction of the service quality by the
cusfomers over the retention period as sfipulated in the contracts.
The contract assets are fransferred fo the frade receivables when
the rights become unconditional, which is typically at the expiry
date of the pericd for the provision of assurance by the Group on
the service quality of the construction work performed by the
Group.

Refention receivables included in contract assets amounting fo
RMB11,613,000 (2018: RMB34,662,000) as at 31 December
2019 are resulted from current projects which are expected to be

realised more than 12 months.

During the year ended 31 December 2019, there is an addition
of RMB9,743,000 (2018: RMB16,641,000) and a transfer of
RMB32,614,000 (2018: RMB41,077,000) from contract assets
fo trade receivables. The Group's rights to considerations on these
confracts assets have become unconditional i.e. only the passage
of the time is required before payment of that consideration is due.

As part of the infernal credit risk management, the Group applies

internal credit rating for its customers in relation fo contfract asses.

Defails of impairment assessment of confract assefs for the year
ended 31 December 2019 are sef out in Note 39.

Contract liabilities represent service income received in advance of
RMB22,010,000 (2018: RMB22,136,000) as at 31 December

2019 and recognised as revenue when the services are rendered.

During the year ended 31 December 2019, there is an addition
of RMB5,604,000 (2018: RMB17,093,000) and a transfer of
RMB5,730,000 (2018: RMB13,011,000) from contract liabilities

to revenue.

%é%%ﬁ%%%ﬁ)

—WF+= A = Ll

2. EHNEE AHNERE

AEBEBNRRANBEIFAEIOKREISKH
REH BRESE/RANEBENSL - E—2
BIAGHEE BEEREMER BRLAEHE
RERAHRENRBENERETPHRKEE
REAMBWNIEE T T ARESHERKEMNK -
EHEBEREMNIRZIGERS CBEERESRERE
AAKEREMKEZETRERBEERMR
B ANEESBEBERISRN -

Ao et o SN o e 1%

/\E%HO BOOOE(*T—)\E /\E%
34,662,0007L) KB ER/IIAR °

BE_ZT-AF+_HA=+—BLEFE #
BARKO743000L(ZF - NF: ARK
16,641,0007T) A &2 A R #32,614,0007t (= &
—N\F: AR¥41,077,0000) BEHNEERD
EREERP AEERMEEANEEREN
RN B R A AR BME R &% (X (8 2 5 A (E ]
Ry ) S A+t e

ERABEERBREEN -2 AKEHHE
BRRHEBERBNEPETABEEFR -

REBEE_ZT-NAF+-_A=T-"BLFERL
BERENEFBIHNRHEIS -

EHNAERER-_FT-NAF+_-_A=1T—HEX
BB E’\Jﬂfﬁ&”ﬁlk LEM/ARK22010,0007T
(ZE-N\F: AR%22,136,0007T) » & R4
S RER SUA

RBEE-_Z-NAF+_A=+T—-HLFE"
G ARBES 604000 (ZF—N\F: AR
17,093,0007T) & AR #5,730,0007T (ZZE =N\
F:AR®13011,0000) AN B BEERZK

e
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

24. Bank Balances and Cash

Bank balances that are denominated in a currency other than the

functional currency of the relevant group companies are set out

below:

24 RITEBRREE

A5 B 4R 1 28 1 9 1 B 595 BA 51 ) 5 8 B
RITHEBRIIMT :

2019 2018
—E-AF —E—N\&F
RMB’000 RMB'O00
AR® T AR®T T
United States Dollar (“US$”) EZrx(Ex) 15 13
Hong Kong Dollar ("HK$”) A (B T) 383 598
25. Trade and Other Payables 25. ENERERREMENR
2019 2018
—E-AF —E—)N\F
RMB’000 RMB'O00
AR T T AREFIT
Trade payables FESBR 3K
Sub-contracting charge SBEH 124,581 142,054
Fuel cost R AR 7R 2,757 10,002
Repair and maintenance HBIERRE 16,869 17,914
Others H1h 7,933 5,695
152,140 175,665
Other payables H Ath & £~ 5K
Payable for construction cost of investment properties 3% & ¥ % 322 5% X 4N JE - 5K 18
[note) (Ktzt) 82,640 82,715
Accrual for other taxes FEET H A 1E 60,339 61,442
Accrual for staff salaries and welfare EstE TS KiEH 40,807 33,150
Others Hib 42,013 25,461
225,799 202,768
377,939 378,433
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

Trade and Other Payables (Continued)

The aged analysis of the Group's trade payables presented based
on the invoice dafe, except for subcontracting charge which is
presenfed based on dafes of the progress certificates, as at the
end of each reporting period is as follows:

5. ENRRREMES K@

AEBRBERESHMRREZAHZ7 RN
ERREEEEAHP2INDBEREIN G
BREC DTN -

2019 2018
—g-nE | —T-N%
RMB’000 RMB'000

AR®BT T ARET T

0-30 days 0& 30X 6,100 24,214
31-60 days 31 260K 4,528 1,077
61-90 days 61 290K 586 16,330
91-180 days Q1 £180XK 8,993 43,106
Over 180 days i i8 180K 131,933 Q0,238

152,140 175,665

Note: As at 31 December 2019, based on invoice date,
RMB81,867,000 of the other payables for construction cost for
investment properties has been due for over 1 year.

Amounts Due to Directors of the Company

As at 31 December 2019, the balance represented advance from
and emolument payable to certain Direcfors of approximately
RMB3,9200,000 (2018: RMB3,130,000) and an amount due to
Mr. Lliu of approximately RMB7,434,000 (2018:
RMB3,803,000). All amounts are unsecured, interestfree,

repayable on demand and non-rade in nature.

Had - M—E-—AhF+_A=+—B REHREAH
H BREVEERREIEMLBEMNRARE
81,867,000 T E #HAHE 18 1 5 »

26. BENALQBEENRIER

RZE-NAF+TZA=+—H &HERER
FEfTE TEENBR RS AR 3,900,000
T(ZZE—/N\F: AK¥3,130,0007T) & & fF
ZIEENRIAHARK7,434,0007L (ZF— N\
F: AR#¥3,8030007T) - fiEZSEREAHLRE
HR 2B ARBREERFEHUE -
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27.

28.

168 China Dredging Environment Protection Holdings Limited 5Bl B & BB R4 AR R A B

Amounts Due to Non-Controlling
Shareholders of a Subsidiary

All balances are non-interest bearing except for an amount of
approximately RMB26,474,000 as af 31 December 2019 (2018:
RMB27,684,000) which is interest bearing af 12% (2018: 12%)
per annum (‘p.a.”). On 31 December 2019, the non-controlling
shareholders agreed not to demand repayment of
RMB68,502,000 of the amounts due to them before January
2021 (2018: RMB69,711,000 of the amounts due to them
before January 2020). All amounts are unsecured and non-rade in

277.EN—EHBARAEERERR

IR

MEBERBRABTFENRE BRBE_ZT-NF+
“RA=1T-BHMREHARK26,474,0007T (=
T N\F: ANR#27684000) BB F(EF
FDI2%(ZFB=N\F: 12%) 5T BAN - RZFE
—AFT-A=+—B FEERREER =
E_—F-AZATEEREERNKRERA
AR 68502000 (ZE—-—NF: R_FT =
TEE-AZAENREFRARKO9,711,000

nature. L) FIBEREFRYAEERLIEBESILE -
Bank Borrowings 28. RITEE
2019 2018
—E-NF —E-N\F
RMB’000 RMB'000
AR¥T T ARBTT
Secured bank borrowings BERRITEE
Payment schedule according fo contractual R A K& R 2 N RS R
repayment terms (note) (Htzt)
Amount due for seflement within one year —FRE BB R RIA 297,000 324,670

Note:

The effective interest rafes of the secured bank borrowings are set out in the
following table:

Mt &

TERBINERERRITEENERF X

2019 2018
—E-AEF —E-N\F
RMB’000 RMB'000
AR®BT T AR¥ET T
Fixed inferest at 4.57% p.a. fo 7.61% p.a. BEA57%E7.61%E E R E
(2018: 4.57% p.a. to 9.98% p.a.) (ZZ—N\F : BFL457%%E9.98%) 288,000 241,670
Floating inferest af Loan Prime Rate of China (“LPR”) e (ETHASREEESHE
plus 0.92% p.a. to 1.36% p.a. (X BEEERAE]) MFF0.92%%
(2018: LPR plus 0.92% p.a. to 1.34% p.a.) 1.36%) (ZZE—\F : ZRER
BERFEMGF0.92%F1.34%) 9,000 83,000
297,000 324,670
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

Bank Borrowings (Continued)

As at 31 December 2019 and 2018, the Group's bank
borrowings were supported by the corporate guarantees given by
Xiangyu PRC (defined in Note 41) and the Company. The Group's
bank borrowings fo the extent of RMB195,000,000 (2018:
RMB294,670,000) were secured by certain assets of the Group (see
Note 35), a property owned by a company in which Mr. Liu has
beneficial inferest and personal guarantees provided by Mr. Liu

and Ms. Zhou respectively (see Note 37/ii).

Other Borrowings

28. R 1TE E @)

RoE-nER-F-\F+t-A=+—-8
ARBETEEUATFECEERKEA) R
ARAEHG AR ERIEXS - ARBRTH
$ AR ¥ 195,000,007 (=B — N\ F : ARM
294,670,0007) A AN HE TEE (R K FE35)
Foi 2155 4 0 R 2 M2 0 — PR LA
B H) — T 0 30 T o B A R PR 5 BB
R LA B8 4R (5L B0 B 37) PRI 37 -

29. Hftbtg &

2019 2018
—E-hF —T-N\F
RMB’000 RMB'000
ARBT T ARBT T
Unsecured other borrowings EEREMEER

Without fixed repayment term and classified as EEEERHR LD R
current liabilities RnEaE 54,090 54,526
Classified as non-current liabilities DERIERBDEE 37,915 34,255
92,005 88,781

Included in the Group's other borrowings, approximately
RMB35,380,000 (2018: RMB31,720,000) carried fixed interest
rates ranged from 11% to 12% per annum (2018: 10% to 12%)
and the effective interest rate was 11.58%. Other than that, the
remaining other borrowings of the Group are interestfree. All of
the Group's other borowings are unsecured, without fixed
repayment term and were borrowed from independent third
parties. On 31 December 2019, certain counterparties agreed
not fo demand repayment before January 2021 (2018: January
2020) and accordingly, RMB37,915,000 (2018:
RMB34,255,000) due to these parties are classified as non-

current.

ATAAEEHMEELN ARKS35,380,0007T (=
T— \F: AR#31,720,0007T) % B F & 5| &
NAEI12%(ZZFE—NF: 10%E12%) 5t B &
B EB11.58% Bt 2 oh AEBF H A E
tiEBETTAME -FTEAEBEMEESAE
B WEERATEFBREBLE=FHER R
T NAFt+_A=t+—HB BEFEHFHFRE
TeRZE—F—A(ZE—N\F: 2%
F-RA)ZAEXEEEE Bt BH&ZEF]
YT AREKI7 915000 (ZE—NE: AR
#34,255,00070) W R B RIERBEE -
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

30. Bonds Payable 30. BN &S

The Company issued unsecured convertible bonds (the “Bonds”) to
CITIC at a total nominal value of HK$243,000,000 (equivalent to
RMB191,970,000) on 8 November 2013, carrying an inferest
rate of 3% per annum with the maturity date of 7 November 2016
(the “Original Maturity Date”). The Bondholder, being CITIC, had
an option to either convert the Bonds into the Company's ordinary
shares at a conversion price of HK$2.7 per share, subject to anti-
dilufive adjustments, af any time affer six months from the dafe of
issue and up to the Original Maturity Date, or fo require the
Company fo redeem them at 133.792% of the nominal value of
the Bonds, which amounted to approximately HK$325,115,000
(equivalent to approximately RMB290,818,000 based on spot
exchange rate on 7 November 2016) [the "Original Redemption
Amount’), upon maturity. The Company had no right fo early
redeem the Bonds.

At the time when the Bonds were issued, the Bonds were analysed
by the management of the Group fo contain two components, the
host debt component and the conversion option. The Bonds are
denominated in HK$, which is a currency other than the
Company's functional currency. Therefore, the conversion option in
the Bonds does not result in an exchange of a fixed number of the
Company's own equity insfruments for a fixed amount of cash,
denominated in HK$. Accordingly, the conversion opfion was
accounted for separately as a derivative liability, which was not
closely related fo the host debt component. The fair values of the
debt component and the derivative component were defermined at
the date of issue. Subsequent to initial recognition, the debt
component was carried af amortised cost while the derivative
component was measured af fair value, with changes in fair value
recognised in profit or loss. The effective inferest rate of the debt

component was 16.9%.
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ARAR-_ZFT—-—=%+—H N\ B RCTC
1T 42 | {E243,000,0008 T(FE R AR
191,970,0007T ) # #& # # 7] #% i & % ([ &
F) NEREBEF3N R_T—RF+— At
HR2EA DR - ExHFE ABICTIC) 7
RET B BENEAERDH B A E 6 EE
BURBREBER27BT(AIRETEH(FL
BB FES LKA R R ERER SN E
BREXRARAREFOEEN133.792%FE M
#ZER 3251150008 T (RE - —RF+—
H - B & BIHA BE =48 & R 4 A R % 290,818,000
T (REE]) ARARERIEFERLZEES -

EETEFE ASEEEEONMELZARS
MED DEBHIED REEE- EHTIA
BILETE METARARRNEEREININNE
KoRilt BErraRETESBABEHEN
ARREGEGTAXBEESRRE (LB T
AE) - At EESFEARIAITEEE
EHEITEBB LA - B KT
AETEMOINRFERETHHREE - 95
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30. Bonds Payable (Continved)

The Group had not paid the Original Redemption Amount and the
last inferest payment on the Original Maturity Date to CITIC. During
the year ended 31 December 2016, the Group and CITIC
enfered info a framework agreement on 14 November 2016 (as
amended by supplemental framework agreements, collectively the
"Framework Agreement”) and a standstill and amended agreement
and supplemental deed to the original deed poll regarding the
Bonds (the “Amendment Agreement’) on 15 December 2016,
pursuant to which CITIC agreed fo a) extend the maturity from the
Original Maturity Date to 14 March 2017 and b) reduce the
principal amount of Original Redemption Amount to approximately
HK$275,415,000 [equivalent to approximately
RMB246,381,000) based on spot exchange rafe on 31
December 2016, subject fo certain conditions as stafed in the

Amendment Agreement.

Furthermore, the conversion option under the Bonds was removed
under the Amendment Agreement. Accordingly, no embedded
derivative was recognised at 31 December 2016 and af the end

of subsequent accounting periods.

On 21 March 2017, 5 June 2017, 21 September 2017, 23
January 2018 and 15 March 2019, the Company and CITIC
had enfered info the second amendment agreement, the third
amendment agreement, the fourth amendment agreement, the fifth
amendment agreement and the Sixth Amendment Agreement. On
15 March 2019, the Company and CITIC entered info the Sixth
Amendment Agreement to amend the original maturity date to 20
December 2019. During the year ended 31 December 2019, the
Group has settled approximately HK$6,838,000, (equivalent to
RMB6,030,000] (2018: HK$23,023,000 [equivalent to
RMB19,402,000)) to CITIC.

30. ENEH w0

RRIHMA  AEERHAACICXNRERES &
RE—FMNE -BE_Z-—RETA=+—
HEFE AEER-_Z-—X"E+—-A+HWEAB
SECMCRFI M ER M2 (B EERBRIER - 5
MMERBZ]) YR -—F—RF+-_A+AHHAH
HCIMICAT I B BME 7 10 E 4 8 SR R AB 7T #h #
AEFERBEHARB(ERTHED - Rt
CMCAZ)KERHHBERIPAERE"F
—tF=ZATHEA: KR RBESASEE
42754150008 T(RBE-_ZE—R"E+T-A=
T — AW BVHIE ZRE R AR 246,381,000
7o) MEXRIMER] R AT & TR o

AN B R ERERIBER MRS R o Bt
RZEBE-—RETZA=+—BREEN G H
IR - I EERARPTE T ABERER -

R—ZE—+tF=ZA=-+—8B - —FT—tF~A
AR -ZFE—tFNAAZT+—RH ZZT-N\F
—AZ+Z=ZHEZ=ZZE—AF=ZRA+HAB  AAQ
RIECMICETI L E =&l e - E=D185T1H
& ENHBEHE FRANEITHERESD
BiltHE - R_TE—hLF=A+HH A2 7
BMCIMCEI M EANDIEEIHE BRI ARAE
—E-NF+ZAZTH -REBE-_ZT—NLF
TZA=T—BLEEFE AEE2MATNCEE
476,838,000/ 7T (F8 & I A R #6,030,0007T)
— T — \£: 23,023,000 T (HHE R ARK
19,402,0007z)) °
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

30. Bonds Payable (Continued) 30. & ﬁ% = ()

During 2019, the Sixth Amendment Agreement was in effective
pursuant to which the maturity date of the Bonds was extended
such that based on the latest amendment agreement in effect, the
Company needed to repay the Bonds of approximately
HK$319,483,000 |[equivalent to approximately
RMB285,890,000) together with the inferest due by 20
December 2019 with inferest rate at an amended rate of 13% per

annum.

The Company had nof repaid the abovementioned amounts in full
on 20 December 2019, at which date the total amount
oufstanding, including the accrued interest amounted fo
approximately HK$319,483,000 (equivalent to approximately
RMB285,890,000). As at 31 December 2019, the total amount
outstanding, including the accrued inferest rate at 13% per annum
amounted to approximately HK$320,503,000 (equivalent to
approximately RMB286,804,000).

During the year ended 31 December 2019 and up to the date
when the consolidated financial statements are authorised for issue,
the Company had not sefiled the Bonds when the Bonds fell due
for repayment on the Maturity Date and remained overdue for
repayment.

Up to the date when the consolidated financial statements are
authorised for issue, the Bondholder has not taken any action
against the Group to request immediafe repayment and the
Company has continued discussions with the Bondholder in
relation to sefflement or any another arrangement concemning the

Bonds. All operations of the Group remain normal.

Details of each of the agreements are set out in the announcements
of the Company dated 7 November 2016, 15 November 2016,
16 November 2016, 16 December 2016, 22 March 2017, 5
June 2017, 22 September 2017, 1 December 2017, 23 January
2018 and 15 March 2019.
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30. Bonds Payable (Continved) 30. EE 4 & % @)
Based on the revised agreements, interest rate are as follows: RBELEITNZ O HE FIROT :
Interest
rate per
annum
Period A FR=
From 15 November 2016 and up to 14 December 2016 ZZ—RF+—A+HABE-Z—A"F+=A THEH 13%
From 15 December 2016 and up to 14 March 2017 - R"E+-At+RBE=ZE—+tF=A+WMAH 15%
From 15 March 2017 and up to 4 June 2017 —E—tF=A+tHABAE=ZE—tFAEHA 18%
From 5 June 2017 and up to 21 June 2017 —E—+HFNARHEBE-_ZE—+HFA=-+—H 13%
From 22 June 2017 and up to 21 September 2017 —E—+FRA-t-_HE-_Z—+tHFhA=-+—8 18%
From 22 September 2017 and up to 15 November 2017 —Z—+F A A -+ —_HAE-_ZT—+F+—HA+HH 13%
From 15 November 2017 and up fo 22 January 2018 —E—tF+-A+ABE=Z-NF-A=+=H 13%
From 23 January 2018 and up o 21 June 2018 2 N\F—A-_t=HZ2-_Z—N\FXA=-1+—H 13%
From 22 June 2018 and up to 20 December 2019 —E-NFARAZTZBEZZE-NF+=ZH=+H 13%
Nofe: The above interest shall accrue on a day to day basis and be Wig: PR ES B AN B BIESEE
calculated on the basis of a 365-day calendar year on the Reduced 5 REEZHAF AR AHERT -
Redemption Amount/revised principal amount and compounded on
a monthly basis.
Under the abovementioned agreements entered info by the RELAARBRCNCA L2 & KEH
Company and CITIC, the Bonds are personally guaranteed by Mr. MEAEERARBAZL(BS FRARRA
liv and his spouse Ms. Zhou who are also the Directors of the ER)EARR RAREETHERRRE
Company, and equity interests in cerfain subsidiaries of the UCMICREmA - BERMASERE 2 —
Company are pledged in favour of CITIC, a dredger and an BRM R-EIXEFR-EEEWX
industrial premise and a residential property owned by the Group YAR=F-NEFT=-A=T-RAZEERE
included in property, plant and equipment and investment ARH245157000 (=% — N\ F: AR
properties with carrying value of RMB245,157,000 as at 31 260,378,0007T) S| A M 5 - BB K&k A DA R 3R

December 2019 (2018: RMB260,378,000). CRIES
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30. Bonds Payable (confinued)

The Bonds recognised in the consolidated statement of financia

position are calculated as follows:

30. &+ & % @)

i

=)
o8

MBEARRERZEFFEDT

Bonds

payable

ENES

RMB'000

ARBT T

At 1 January 2018 R=ZF—NF—H—H 231,227

Interest 2 30,694

Settlement BT (19,207)

Exchange realignment M b 3 X 12,202

At 31 December 2018 R-_ZE—NEFE+-_A=+—H 254,916

Interest B 32,714

Seftlement (EXD] (6,030

Exchange realignment MEE 5f 3 X 5,204

At 31 December 2019 N—E—NE+-_A=+—H 286,804
The bonds as the end of the reporting periods are represented by: REBEHRARBEE2HWOT :

At At

31 December 31 December

2019 2018

R-ZE—h&F RZF—N\F

+=—BA=+—-H | +t=Z=A=+—H

RMB’000 RMB’000

AR®ET T AREFIT

Bonds payable on demand HEREMNES 286,804 254916
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31. Lease Liabilities 3.8 E
At
31 December
2019
R=ZF—-hIF
+=—A=+—H
RMB’000
AR®T
lease liabilities payable: ERHEEAE -
Within one year —FE R 1,263
Within a period of more than one year but —F A BB MRF AR A
not more than two years 869
2,132
Less: Amount due for setflement with 12 months BRBBEE NERN 128 B A E N IE
shown under current liabilities (1,263)
Amount due for seftlement after 12 months shown ERBBEE NEMRI2E A % EAIE
under non-current liabilities 869
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32. Share Capital 32. B
RMB
Number of equivalent
shares Amount amount
AR
R#%5 & B &% ZE£E
‘000 HK$'000 RMB'000
F B& FHET ARETFT
Ordinary Shares of HK$0.10 each SR E{E0. 1078 JT K & i A%
Authorised EE
Balance at 1 January 2018, R-_ZE—N\F—A—B —ZE—N\FK
31 December 2018 and 2019 —E-NE+_A=+—HBHWEHK 10,000,000 1,000,000 N/A i@
Issued and fully paid ERTRER
Balance af 1 January 2018 NZE—NF—HA—HH&E 1,478,064 147,806 123,483
Placing of shares (nofes {i)) ic & K& 19 (B £ (i) 295,600 29,560 26,094
Balance af 31 December 2018 and R—_Z—NF+-_A=+—HK
1 January 2019 —E-NEF A -An&EH 1,773,664 177,366 149,577
Exercise of share opfions (nofes {ii)) 171 B % A (AT &2 (ii)) 8,702 870 /88
Balance at 31 December 2019 R-ZE—NAF+_A=1+—"HWE% 1,782,366 178,236 150,365
Notes: Hfat -
(i) On 6 November 2018, the share placings of 295,600,000 shares (i) RZZE—NF+—AXRB ARRIZTHEES
of the Company at a placing price of HK$0.12 were complefed. B &R 0.1238 LB & 295,600,000 A% i £
The net proceeds from the placing was approximately HK$35.5 B & K BT 15 B F B 49 5 35,500,000 7T (FHE
million (equivalent fo approximately RMB3 1.3 million), part of which R# AR 31,300,0007T) - HF#HH BAREE
was used to repay the Bonds as set out in Note 30. These new MisE30 R FAFIfE S - L EHRER T HER A
shares rank pari passu in all respect with the existing shares. B ZEERE#E
(ii) On 10 October 2019, the subscription rights attaching to 8,702,000 (ii) RZZT—AE+A+HB  KF8,702,00017 i ik

share options were exercised af the subscription price of HK$0.131
per share (Note 43), resulting in the issue of 8,702,000 shares for
a fotal cash consideration, before expenses, of approximately
HK$ 1,140,000 (equivalent to approximately RMB1,032,000).

176 China Dredging Environment Protection Holdings Limited s BB A BRI IRA R A =

R RBEEGRRO0.131 B THREE TR
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33. Operating Leases 3. KEHE
The Group as lessee AEBEEREHEA
() Minimum lease payments paid ) ENREBAERE
2019 2018
=E-NF —E—)N\F
RMB’000 RMB'000
ARBT T ARBF T
Minimum lease payments paid under FARBLERE N
operating leases during the year: X &I
Office premises FENEL ) ES 40 797
Transportation vessels 1% ) i 271 589
311 1,386
The minimum lease payments represented shortferm leases SIEAEREEAEFI YN ESHMAE -
entered info by the Group.
(i) Minimum lease payment commitments (i) REBEREREE
At the end of the reporting period, the Group was committed REREPRR REBALRDBNE RS
to make the following future minimum lease payments under WASYER T A TEELHAEEE T3
non-cancellable operating leases for office premises which KRR EERE = :
fall due as follows:
2018
—E-N\F
RMB'000
ARETT
(Restated)
(FgE751)
Within one year —F R 1,704
In the second fo fifth years, inclusive E_EZERF(BREEEMSE) 2,167
3,871
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33. Operating Leases (Confinued) B.XEHEmw
The Group as lessor AEEEZHBEA
Rental income from chartered vessels, shopping mall and factories FRNEFMEAMN BERIRKRIMNES
earned during the year were nil, RMB3,097,000 and WADRABARBZT T ARH30970007T
RMB4,652,000 respectively (2018: RMB2,547,000, FARBA65200T(=ZZFE—NF: AR
RMB7,782,000 and RMB1,994,000). The chartered vessels 2,547,0007C + A R #77820007T & A R #&
have committed tenants for the next one to two years. 1,0040007m) - FTEEMMEEAHEAER —=
—FoARr -
34. Capital Commitments 34, B AREISE
2019 2018
ZE-hEF —T-N\F
RMB’000 RMB'000
ARBF T AR T T

Capital commitments contracted but not provided for ~ BRI #B X KA B T & B
relating to the following: ST TR B R Y B AN ARHE

Acquisition of property, plant and equipment (nofe (iil] — UREE¥D 2 ~ BR = M &% & (A7 L (i) 59,122 60,122

Investment in conducting capital financing business WEETERN S BER (M)

(note (i)) 7,122 7,122

Notes: B ot -

(i) Pursuant fo the investment agreement fo set up a subsidiary which (i) BEXVFEETERASBMEBINE A ANIK
principally conducts capital finance business, the proposed & fh ik - 52 5 =t & 420,000,000 7T #% B A
registered capital of US$20 million will be contributed in proportion AAEBIMEBREEZSANRES B L&
fo the respective equity holdings of the Company and two other 16,000,0002 7T * 2,000,000 7t & 2,000,000
investors of US$16 million, US$2 million and US$2 million ET - R-ZBE—HLhER=-ZE—N\F+=-_A=+
respectively. As at 31 December 2019 and 2018, capital of —H  RXRAQA&EEEAI4,900,000% 7t M B b
US$14.9 million was injected by the Group whilst the other two MEREEDNER ETEIMGEE I -

investors are sfill in progress in obtaining approval from regulators
for capital injection.

(ii) The capital commitments represented the construction of a hotel in (ii) B AR A S 1 B B i — OB E o
Yancheng, the PRC.
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Pledge of Assets

At the end of the reporting period, the following assets of the
Group were pledged fo secure bank borrowings, bonds payable

and credit facilities granted to the Group during the year:

35.

EERA

RBEHAR AEEEBATEEERFAR
TAEEMNRITEE EBNEFREERNHE
o

2019 2018
—EB-NF —E-)N\F
RMB’000 RMB'000
AR®T T ARET T
Dredgers included in property, plant and equipment Rt GIAYE BERZHE) 613,390 602,418
Properties included in property, plant and equipment  #13 (BI A¥I % - BB K& 1) 34,513 36,719
Prepaid land lease payments a5 £ b 38 49 5K - 89,679
Investment properties B 16,573 26,463
664,476 755,279

Retirement Benefit Plans 36. K& F =t
The employees of the Group's subsidiaries in the PRC are members AEBFEHEMBARNES  fHF HMH K

of a statemanaged refirement benefit scheme operated by the
local government in the PRC. The Group is required to confribute a
specified percentage of payroll cost to the refirement benefit
scheme fo fund the benefits. The only obligation of the Group with
respect fo the scheme is to make the specified confributions

according fo the sfate rules.

The Group operates a Mandatory Provident Fund Scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance (Chapter 485 of the laws of Hong Kong) for
employees employed under the jurisdiction of the Hong Kong
Employment Ordinance. The MPF Scheme is a defined contribution
refirement scheme administered by independent trustees. Under the
MPF Scheme, the employer and its employees are each required
fo make contributions fo the scheme at 5% of the employees’
relevant income, subject to a cap of monthly relevant income of
HK$30,000 (2018: HK$30,000). Contributions to the scheme

vest immediately.

FEENBRERRKBANAENOKE - AE
B 7812 3 & B S A0 R OE B ) 1) R K AR A & B i
R REMNEH‘RES AKEHZFENE—F]
EERBEEZFOERELHEBHEERK -

R 58 Bl AT 2 AT 8RB (F B X P 5485
B) AKERBEERRBHRIETHRELER
HERERFE ((RESE]) - REEFER
—THARBLERATENREH-IFORNKETE -
RERE2HE BEIREREEARBRER
R A B 5% 5818 & 5t 85K - ES A 948
B U A R 430,000 7T (= F — /A% : 30,000
ABIT) o FTEIH R RN R -
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37. Related Party Disclosures

(i)

i)

(iii)

(iv)

Related party transactions

During the vyear, the Group paid renfals of RMB40,000
[2018: RMB40,000] fo certain companies controlled by

Mr. Liu in respect of office premises.

In addition, the Group received other advances from, and
made repayments to, Mr. Liu during the year ended 31
December 2019 and 2018. As at 31 December 2019,
the amount due to Mr. Liu was RMB7,434,000 (2018:

RMB3,803,000).

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

As at 31 December 2019 and 2018, other than pledge of

assets of the Group, the Group's bank borrowings and

bonds payable were also supported by:

[a)  corporate guarantee given by Xiangyu PRC;

[b)  personal guarantees provided by Mr. Liu and Ms.

Zhou; and

[c) two properties owned by certain non-controlling

shareholders of the Company's subsidiary.

Bank borrowing of the Group of RMB82 million (2018:
RMB8S5 million) was supported by a property owned by a

company in which Mr. Liu has beneficial interest.

Related party balances

Details of the balances due to Directors are set out in Note

26 to the consolidated financial statements.

Compensation of key management

personnel

The emoluments of Directors who are also identified as
members of key management of the Group during the

reporting period are set out in Note 14 to the consolidated

financial statements.

7. RELHRE

(i)

(i)

(iii)

(iv)
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BEELXS

FA AERERBRAEMERH I L EE
#zETRARAXNESEARKL0,0007T
(ZZE—N\F: AR%40,0007T) °

iN BEZZE—NEFER_T—N\F+=
A=+—HLFE AEEEEREZ L
EZEMBRAERBALEEFELEE - R
—E-hFt+_A=+—8 ENMBLE
R A ANRME7 434,000t (ZF— )\ F :
AR #3,803,0007T) °

RXFAXAEEBSEFENE
EEFRER

RZFE—NEFER_E-—N\F+=-_A=1+—
B BRASECEMEENI  NEERE
TEERENESTHTIZSELRE

() AFHBEELNDEER

b BEERBLTREHEOBEAER: R

[c) ARBMNERESETIEZERKRE
BEHMIEME

& E A R #82,000,0007T # iR 17 & B
(ZZ2—\F : AK#%85,000,0007T) i 2
EEBREFELARGNRAMERNYES
o

BAE 77 45 BR

N EFESFEERNGAMBREM
26 °

TEEEEREFHMH

RBEHE RIS AAEERETZEEE
KENEZTMEHRGEE M B RE N
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38. Capital Risk Management

The Group manages ifs capifal to ensure that the group companies
will be able to continue as a going concern while maximising the
retum fo shareholders through the optimisation of the debt and
equity balances. Having considered the factors and circumsfance
set out in Note 2 to the consolidated financial statements, the
Directors are satisfied that the Group will have sufficient liquidity fo
meet ifs cash flows requirements for next twelve months from the

end of reporting period.

The capital structure of the Group consists of amounts due to
directors of the Company, amounts due to non-confrolling
shareholders of a subsidiary, bank borrowings, other borrowings
and bonds payable as disclosed in Notes 26, 27, 28, 29 and
30 to the consolidated financial statements respectively and equity
attributable to shareholders of the Company, comprising paid up
capital/share capital and reserves.

The Directors review the capital structure regularly. As part of this
review, the Directors consider the cost and the risks associated
with each class of the capital. Based on the recommendations of
the Directors, the Group will balance its overall capital structure
through the payment of dividends, new share issues as well as the
issue of new debt or the redemption of existing debt.

39. Financial Instruments

(@) Categories of financial instruments

38. EXEREE

AEBEEREAFEEETHNARAGUFEL
2 RARBEE(EBERAFEHASBRRSE K
RAEHR - BEEHIINGA P EHRRM 20
AELER EEEMAEERHEERRAOR
HESTUBRNEARESHAREARK T @A

MBREREFE -

AEBNBEAEBEBRED NG A M BRERN
262728 29RIOWENEN AR A E SR
P RN — S A B FEEE IR ARRIE - #R1T
BE HtBEERENES UERAARKRERE
s BREFELR WAL EE -

EXTHRIERER (FRRIN - &
FEREANKARE-BEAMEOER -
REEENEZ AREKEBEINERE - #17
MR RBETHEXERRTEBFEARAEERN
EEEAREE-

39. €/ ITA

(a) €& T A5

2019 2018
—E-AF —ZE-N\F
RMB’000 RMB'O00
AR®T T AREFIT
Financial assets EtREE
Financial assets at amortised cost HREER AT ENSRHEE 845,804 1,158,621
Financial liabilities tREE
Amortised cost 5 Ak R 1,076,305 1,063,766
Lease liabilities HEBRE 2,132 —
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39. €@ T A )
b) HEEAKREEEERKE

39. Financial Instruments (Continued)

(b) Financial risk management objectives

and policies

The Group's major financial instruments include frade and
other receivables, contract assets, bank balances and cash,
trade and other payables, amounts due fo directors of the
Company, amounts due fo non-controlling shareholders of a
subsidiary, bank borrowings, other borrowings, bonds
payable and lease liabilities. Details of these financial
instruments are disclosed in the respective nofes. The risks
associated with these financial instruments include market,
credit and liquidity risks. The policy on how to mitigate these
risks is set out below. The management manages and
monitors these exposures to ensure appropriate measures

are implemented on a timely and effective manner.

AEENFEZESRMIARERKER KA
MERH aHEE RITIEHKIRE
ENERMEMEAR BNARRES
KIE - BN — B A R I 2 R AR &
B RITEE EMEE BNESRHE
ERBE - ZEE2RMIANFBRESEAH
MaEPHE EZEeR T ARBENER
BEMS FEERRDESRR BBEMNM
AREZFREBHOBRERN T EEE
ERNRERZERAR ABEREERER
b BRERE 2 5

Market risk ™ 3% & b
(i)  Currency risk (i) E*Eb

The Group has foreign currency transactions, which
expose the Group fo foreign currency risk. The
Company will consider the use of foreign currency
forward confracts to mitigate the risk when the need

arise.

At the end of the reporting period, the carrying

amounts of foreign currency denominated monetary

AEBEFEINERS  ERAKEA
AFNERE AABHNATEE
ZERBANEEHAHORBEERR -

REEHR BEEERRBERI A
S ENEREERAGRE S

assefs and liabilities that are considered significant by (TN
the management are as follows:
Assets Liabilities
BE =R
2019 2018 2019 2018
—E-NF —E-)N\F —E-hEF —E-)\F
RMB’000 RMB'000 RMB’000 RMB’'000
AR¥T T ARBT T AR¥T T ARETT
Us$ ETT 15 13 - —
HK$ P TT 579 790 293,581 260,942
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39. Financial Instruments (Continued)

(b) Financial risk management objectives
and policies (Continued)

Market risk (Continued)

(i)

Currency risk (Continued)

The following table details the Group's sensitivity to a 5%
(2018: 5%) increase and decrease in the functional
currency of the relevant group enfities against the
relevant foreign currencies and all other variable were
held constant 5% (2018: 5%)
management's assessment of the reasonably possible

represents

change in foreign exchange rates. The sensifivity
analysis includes only outstanding foreign currency
denominated monetary items and adjusfs their
franslation af the end of the year for a 5% change in
foreign currency rates. On this basis, there will be a
decrease in postax loss or an increase in posttax
profit where the funcfional currency of the relevant
group entities weaken against US$ by 5% or
strengthen against HK$ by 5%, and vice versa.

39. €@ T A )
b) BEEMEEERZERBE @)

™ 5 A B (&)
(i) EEEEE)

TRHFLABEHMAIEHEEFT
ENBEAT AEEHEHEEER
MREER LIS LA R TR
S5%(ZF — )\ : 5%) VB R E © 5%
(ZE-—NF 5% REEERINE
FERMAIEA AL E B E L AORTE - 8
RENITRBEUINEFENKE
NE®EE  IRFRUINEE R
BorHAEHBE - ELEAMEET  E
FREEERNINEERLETR
BS%H A BT LT 5% BIKEEE
A BB AGIE I RZ TR o

Decrease
in post-tax profit

Bt & a8 F R
2019 2018
—E-hF —E-)N\F
RMB’000 RMB'000
AR¥T T AR¥TT
us$ X - =
HK$ BT (14,650) (13,008

In the opinion of the Directors, the sensitivity analysis
above is unrepresentative of the inherent currency risk
as the year end exposure does not reflect the

exposure during the year.

EERA/LABERESTIALT R
REEERRR RERFRERIL
TR EF AR -
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39. Financial Instruments (Continued)

(b) Financial risk management objectives
and pOliCieS (Continued)

Market risk (Continued)

(i)

Interest rate risk

The Group is mainly exposed to cash flow interest
rate risk in relation to variable-rate bank balances for
the year ended 31 December 2018 and 2017 and
a variabletate bank borrowing carrying prevailing
inferest rates at LPR (see Note 28) for the year ended
31 December 2019 and 2018. In addition, the
Group was also exposed fo fair value interest rate risk
in relation to fixed-rate bank borrowings, other
borrowings, bonds payable, lease liabilities, amounts
due to non-controlling shareholders of a subsidiary,
certain trade receivables and pledged bank deposits
as at 31 December 2019 and 2018.

The Group currently does not have an interest rafe
hedging policy. However, the management monitors
interest rate exposure and will consider hedging
significant inferest rate exposure should the need

arise.

In the opinion of the Directors, the reasonably possible
change in interest rates for bank balances and the
variablerate bank borrowing s insignificant. No

sensifivity analysis is presented.

39. €@ T A )
BERREEBEZERBEE@

(b)
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

39. Financial Instruments (Continued)

(b) Financial risk management objectives

and pOliCieS (Continued)

Credit risk and impairment assessment

Credit risk refers to the risk that the Group's counterparties
default on their contractual obligations resulting in financial
losses to the Group. The Group's credit risk is primarily
affributable fo trade receivables and confract assefs.
Management has a credit policy in place and the exposure
to credit risk is monitored on an ongoing basis. Credit
evaluations are performed on all customers requiring credit
over a cerfain amount. In view of the history of business
dealings with the cusfomers and the collection hisfory of the
receivables due from them, management believes that there
is no material credit risk inherent in the Group’s outstanding
receivable balance due from these customers. Management
makes periodic assessment on the recoverability of the frade
receivables and confract assefs based on historical payment
records, the length of the overdue period, the financial
strength of the debtors and whether there is any dispute with
the debtors. In addition, the Group performs impairment
assessment under ECL model upon application of IFRS 9
(2018:
confract assets individually or based on provision mafrix. In

incurred loss model) on trade receivables and

this regard, the management considers that the Group's

credit risk is significantly reduced.

The Group's concentration of credit risk by geographical
locations is mainly in PRC, which accounted for 100% (31
December 2018: 100%) of the total trade receivables and

contfract assets as at 31 December 2019.

The Group has concentration of credit risk as 11% (31
December 2018: 15%) and 37% (31 December 2018:
48%) of the fotal trade receivables was due from the
Group's largest customer and the five largest customers

respectively.

The largest customer is categorised as a creditimpaired
customer, and the remaining four customers of the five

largest customers are categorised as doubtful customers.

39. €@ T A )

(b)

BEREREREBEZERBE@®

1= & & B B Ok B FF 1
EREAREASENEFHENEANE
ITMEFAEEEEMBERENRR - A
SENEERRIZERABEERRELH
EE-EEREBRAGERR AFEEE
EERR -MERFEENSREBLEE
HENEPHARIERN G EXBE
HZERPONEBREIRREBEZEEP K
BENWHRLE  BEEERASAEE M AW
EMERZETFPRAEHRAE LI ES
AREERR EEEREBEEBANBEN
Resk BHERE BBEEIREEHEE
BATBEE@AS  EHFEHEEREERR
SR EENTWE Mt b - R EEER
REEBREERERERIEALE
ERERM (- N\F: 28 LEFER
BY) 3 ] 1) 2 A o X JBK £ AR B Y R W R
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

39. Financial Instruments (Confinued) 9. ERM T BEm
(b) Financial risk management objectives (b) A EEEEE &R BEK @
and pOliCieS (Continued)
Credit risk and impairment assessment = & & B & B 57 (@)
(Continued)
The Group's infernal credit risk grading assessment AEBHOABEERKRILBENTE
comprises the following categories: 7l :
Internal Trade receivables/
credit rating Description contract assets
AMEEFHR A RN EREE
Low risk The counterparty has a low risk of default and does not have Lifetime ECL — not creditimpaired
any pastdue amounts
1K = B HFEFHEHWRRRIE - B I8 E (08 8 50R 2HEHEERE - RELEERE
Waitch list Debitor frequently repays after due dates but usually seftle after  Lifetime ECL — not creditimpaired
due date
Bx BEBAREEIHARER EBFSEINHERER 2HRAEEEFE — RELEEERE
Doubitful There have been significant increases in credit risk since initial  Lifetime ECL — not creditimpaired

recognition through information developed internally or

extemo| resources

] &E REBEABERSIIIBERBECERRBVEBRUR 2HEHACEEEE — ABELEGERE
LRl
Loss There is evidence indicating the asset is creditimpaired Lifetime ECL — creditimpaired
& 18 BEBBENEEDRLERGERE 2HEMEEERE - ZEEERE
Write-off There is evidence indicating that the debtor is in severe financial  Amount is written off
difficulty and the Group has no realistic prospect of recovery
ik EREBRTNBEBALRERNTBRE BEAEEYER MEKIEA
AR W 3R IA
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

39. €@ T A )
b) BIFEMREEBERBE @

39. Financial Instruments (Continued)

(b) Financial risk management objectives
and policies (Continued)

Credit risk and impairment assessment 15 B B b & Rl {8 7% 1f (40
(Continued)
The following fable provides information about the Group's

TREIAEEE G EYEREERR K

exposure to credit risk and ECLs for trade receivables: JFEHEEERBNEREE
Gross Net
Expected carrying Loss carrying
loss rate amount allowance amount
BHEEEX REOSHAE BEERE RESHFE
% RMB’000 RMB’000 RMB’000
2019 ZE-hF % ARBT ARBT AR®T R
Types of customers EFER
Credit impaired customers E&REZF
Past due for more than 180 days 7 #8318 180K
but less than 365 days BARER|365K 15.20% 18,679 2,838 15,841
Past due for more than 1 year i EARIA 1 F 54.27% 93,187 50,576 42,611
Past due for more than 2 years 1 HRiBiB 2 F 59.56% 99,918 59,515 40,403
Past due for more than 3 years HHAFR A 3 69.12%-
100% 676,241 547,874 128,367
888,025 660,803 227,222
Low risk customers EERBREF
Neither past due nor impaired B K %1 83 IR K Rl (B 0.5%-1% 41,070 42 41,028
Past due for less than 30 days ~ #WEIAFE| 30K 0.5%~1% 46,078 58 46,020
Past due for more than 30 days iR iB 30K
but less than 90 days BAREFQ0X 0.5%-1% 11,040 30 11,010
Past due for more than 90 days B EA BB O0K
but less than 180 days BAE 180K 0.5%-1% 8,295 71 8,224
Past due for more than 180 days %1 Hi 238 180K
but less than 365 days BAEI365K 0.5%~1% 84,716 445 84,271
Past due for more than 1 year BEEEF 23.18% 57,619 13,340 44,279
248,818 13,986 234,832
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

39. €@ T A )
b) BIEMREEBERBE @

39. Financial Instruments (Continued)

(b) Financial risk management objectives
and policies (Continued)

15 & & b &R B 71 14 (@)

Credit risk and impairment assessment

(Continued)
Gross Net
Expected carrying Loss carrying
loss rate amount allowance amount
FHEERX RESHEAE BiERE RELEFE
% RMB’000 RMB’000 RMB’000
2019 —E-NEF % AR TR AR®T R AR TR
Doubtful customers TREE
Neither past due nor impaired  BE 7K 78 3 75 K R (B 1.73% 19,888 343 19,545
Past due for less than 30 days B EAFF 30K 2.49% 4,778 119 4,659
Past due for more than 30 days ~ # EA BB 30K
but less than 90 days BARE Q0K 4.94% 5,225 258 4,967
Past due for more than 90 days  # HiBBOOK
but less than 180 days BTE180K 6.20% 33,430 2,075 31,355
Past due for more than 180 days  #1 HFiB 38 180K
but less than 365 days BRI 365K 9.30% 29,700 2,761 26,939
Past due for more than 1 year BEAFEE ] F 11.66% 145,152 16,927 128,225
Past due for more than 2 years BWHHBB2FE 42.54% 55,728 23,704 32,024
Past due for more than 3 years  #1 HRiB 3B 3 F 79.82% 335,968 268,177 67,791
629,869 314,364 315,505
The following fable provides information about the Group's TRIFHIWR=ZZE—HAhE+=_A=+—BR
exposure fo credit risk and ECLs for confract assets as af SEEBRENEEGERRREREEES
31 December 2019: EHABER
Gross Net
Expected carrying Loss carrying
loss rate amount allowance amount
EHEEX HREOSHEARE BERE BRELETE
% RMB’000 RMB’000 RMB’000
2019 —E-hF % AR¥ TR AR¥ TR AR¥ TR
Watch list customers BEIEF
Neither past due nor impaired B 7K 78 83 75 K AL (B 1.51% 11,791 178 11,613
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

39. Financial Instruments (Continued)

(b) Financial risk management objectives

39. €@ T A )
b) BEEMEEERZERBE @)

and policies (Continued)

Credit risk and impairment assessment

= & B B & R {8 57 1 (80

(Continued)
Gross Net
Expected carrying Loss carrying
loss rate amount allowance amount
BHEEE RELBEE BEEEE FELBFEE
% RMB'000 RMB'000 RMB'000
2018 —E-N\F % AR®ET T ARETT AR®ETT
Types of customers EFgHR
Credit impaired customers =EHEZRF
Past due for more than 365 days  #1 #8365 K%
but less than 2 years BAREB|2F 28% 73,050 20,100 52,950
Past due for more than 2 years B EAFR @2 F 40% 210,494 83,430 127,064
Past due for more than 3 years B HAFR A3 F 100% 245,820 245,820 —
529,364 349,350 180,014
Low risk customers BEREF
Neither past due nor impaired B o 380 HA IR R R (B 0.5%1% 63,315 397 62,918
Past due for less than 30 days wEA B 30K 0.5%1% 19,543 122 19,421
Past due for more than 30 days 71 A #5 30K
but less than 90 days BRE|IQ0K 0.5%1% 48,019 301 47,718
Past due for more than 90 days  #1 2B B 90K
but less than 180 days EARE180K 0.5%1% 44,152 277 43,875
Past due for more than 180 days  #1 #A i 38 180K
but less than 365 days BARE|I365K 0.5%1% 63,689 399 63,290
Past due for more than 1 year BEAERE ] F 0.5%1% 634 4 630
239,352 1,500 237,852
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

39. Financial Instruments (Continued) 39. €@ I A @)
(b) Financial risk management objectives (b) A EEEEE &R BEK @
and policies (Continued)
Credit risk and impairment assessment EEREEEBESES @
(Continued)
Gross Net
Expected carrying Loss carrying
loss rate amount allowance amount
TEHEEEX ERSBELEE BEEEE FELB|FEE
% RMB'000 RMB'000 RMB'000
2018 —E-N\F %  ARETT AR T T ARET T
Doubiful customers AREE
Neither past due nor impaired BE 7 8 Bl I R R B 5.2% 12,024 621 11,403
Past due for less than 30 days BEATF 30K 5.4% 8,981 486 8,495
Past due for more than 30 days  #1 H#B 3B 30K
but less than 90 days BAREQ0K 14.0% 63,241 8,837 54,404
Past due for more than 90 days 71 Hi i #B 90 &
but less than 180 days BT E 180K 20.5% 133,580 27,406 106,174
Past due for more than 180 days 3 B 3E 180K
but less than 365 days BAE|I365K 21.6% 98,341 21,198 77143
Past due for more than 1 year BEAFRIBF 26.2% 68,946 18,073 50,873
Past due for more than 2 years wEBE2F 39.0% 127,672 49,741 77,931
Past due for more than 3 years B H R A 3 49.2% 455,113 223,711 231,402
067,898 350,073 617,825
The following table provides information about the Group's TRBFIR=ZZE—NF+_A=+—HR
exposure fo credit risk and ECLs for contract assets as at 31 EEHEANEECERREEBHEES
December 2018: EHABER
Gross Net
Expected carrying Loss carrying
loss rate amount allowance amount
BHEEE RELBEE BEEEE FELB|FE
% RMB'000 RMB'000 RMB'000
2018 —E-N\F %  AR®TIT ARETT AR®ETT
Watch list customers BERF
Neither past due nor impaired BE & %8 B IR R OR (B 7.6% 37,535 2,873 34,662
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

39. Financial Instruments (Continued)

(b) Financial risk management objectives

and pOliCieS (Continued)

Credit risk and impairment assessment
(Continued)

For trade receivables and contract assets, the Group has
applied the simplified approach in HKFRS @ to measure the
loss allowance at lifetime ECL. Except for debfors with
significant outstanding balances or creditimpaired, the
Group determines the expected credif losses on these items

by using a provision matrix.

In making the assessment on expected loss rates, the Group
considers both quantitative and qualitative information that is
reasonable and supportable, including historical experience
and forward-looking information that is available without
undue cost or effort. Forward-looking information considered
includes the future prospects of the industries in which the
Group's debtors operate, obtained from economic expert
reports, financial analysfts, govemnmental bodies, relevant
thinkfanks and other similar organisations, as well as
consideration of various external sources of actual and
forecast economic information that relate to the Group's core
operations. The grouping is regularly reviewed by
management fo ensure relevant information about specific

debitors is updated.

Other receivable and prepayment

The Group measures the loss allowance equal to 12m ECL
for other receivables. For those balances expected to have
significant increase in credit risk since initial recognition, the
Group apply lifefime ECL based on aging for classes with
difference credit risk characteristics and exposures. As af 31
December 2019, included in other receivables and
prepayment included counter parties who were in financial
difficulties and the management of the Group considers the
probability of default is significant for those balances. For
the remaining non frade nature balances, management of
the Group considers the probability of default by assessing
the counterparties’ financial background and  creditability
and accordingly a total of RMB28,186,000 (2018: nil)

impairment was provided as at 31 December 2019.

39. €@ T A )
(b) A EREEBZRBEm@m

= & B B & R {8 57 1 (80

HHBUERREGNEE ~AEEHCER
BRAUHEREENEORAMBLITENR
EHBEHEEBRFEBRRE K KRE
BEREBBAIEBLEFEERENETA
o AEEEERBEREEEEEZEEAE
MWIRHEEEE -

EETHABERXIGE AEEEZE
EEBAXHENEERTEHER BEE
FNETUBENRKALEIMABHESL
KR RATEMEER - 7B RABIEEER
BREUKCEERREG  MBEOMED - BUF
B HEEEEREMEUEREEN
MASEEHAMEEITENRKAR
VA R B2 7K £ (8 #2000 36 755 4 R ) TR 2K TRUR
REERNSEIBRIE - BRTHELE
EETHRE  ARERETEHEARRBE
BT BRMER

Hitb B IR R AR
AREEBERBENEMEERT =
BEABRMEERE - B MG ERARER
ERRBREEEZ LANZEHRE ~5E
RIFRE L RA TR SRR & A
MERNEREBRHEERRE R _F—
NEF+ZR=+—8 BEMEKRREAEN
RPEREFEVBERENRZIHF A&
BEEERRZEHRBENEORREKR-
IR THEZUHEREMS  AKEERE
EEBFERHZHTFNMBESREER
EEEMNMARE AUR-_FT—-AF+
“H=T-RELBRERELABARYE
28,186,000 (ZE—NF : T) o
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

39. Financial Instruments (Continued)

(b) Financial risk management objectives

and policies (Continued)

Credit risk and impairment assessment
(Continued)

Bdnk bG|Gnces Gnd CGSh

Credit risk on bank balances is limited because the
counterparties are reputable banks with high credit ratings
assigned by infernational credit agencies. The Group has
no other significant concentration of credit risk.

Summary
Movement in the loss allowance account in respect of trade

receivables, contract assets and other receivables in lifetime

39. €@ T A )
b) BIEMREEBERBE @

& & B b & R {8 57 1 (80

RITEBRRE

HREF T AEBEREEFARBERE
EFENRT BRTESRNEERARE
R AEEYTREAHEMBERKEFEER

% -
R

A - B R TR A A9 0 M B
BB N0 T MK 1R 1 B

ECL during the year is as follows: RIS
2019 2018
=EB-AF TN\
RMB’000 RMB'000
ARBT T ARBTT
Balance af 1 January R—A—B#&% 683,832 437,777
Impairment loss recognised during the year F R R EE R -
— Trade receivables — R 308,306 263,146
— Contract assets —BAHNEE 178 2,873
— Other receivables and prepayments — H fth J8 YR R TR A R 28,186 =

Reversal of provision during the year N EEE D

— Trade receivables — U BR X (112) (19,964
— Contract assets —EHNEE (2,873) —
Balance at 31 December R+t A=+—BHN&E 1,017,517 683,832

Liquidity risk

The Group's policy is to regularly monitor current and
expected liquidity requirements fo ensure that it maintains
sufficient cash reserves to meet its liquidity requirements in
the short and longer term. Having considered the factors
and circumsfances set out in Note 2 to the consolidated
financial statements, the Directors are satisfied that the
Group will have sufficient liquidity fo meet its cash flows
requirements for the next twelve months from the end of the

reporting period.

REE S E R
AEEHNBRRASEHRERBEARBEHROR
BELHH BRAKELEFTENRSH
BABRNEEHEBRENORDEEFR -
REBEAMBRRMEI2ABEARRIE
NE BEEEMAEEREERARDE
TUARMEEBRERREF AR —EAN
BEnEFRK -
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

39. Financial Instruments (Continued)

(b) Financial risk management objectives

and policies (Continued)
Liquidity risk (Continued)

The following tables detail the Group's contractual maturity
for its financial liabilities. The tables have been drawn up
based on the undiscounted cash flows of financial liabilities
based on the earliest dafes on which the Group can be

required to pay.

The tables include both inferest and principal cash flows. To
the extent that interest flows are floating rate, the
undiscounted amount is derived from prevailing interest rate

af the end of the reporting date.

Liquidity and interest risk tables

39. €@ T A )
b) BIFEMREEBERBE @

REE SRR @
TRFINAEMEBABOAHNINHE -
REDREAEEANRNET B HILE
SRAENABERSREFE -

ZREBNERASESTE - BN ER
ERFBHMEMATRET - RERBE A
BERRNBTHNERESL -

REBEERFRERR

Weighted On
average  demand/ Total
effective less than 3 months 1 year undiscounted  Carrying
interest rate 3 months to 1 year to 2 years cash flows amount
iR REXR/ =fEA —F RERAE
BERFE JSR=@EA E2—F EWF hEBAER RESH
% RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
% ARBTRT AR%®TR ARWTR ARBTT AR¥TR
At 31 December 2019 RZB—h&
t+=A=+-18
Non-derivative financial liabilities HITECHERE
Trade payables EREREZ - 152,140 - - 152,140 152,140
Other payables Bt JE A4 3K - 165,460 - - 165,460 165,460
Amounts due to directors RN EE KA - 11,334 - - 11,334 11,334
Amounts due fo non-ontrolling e — R B A A
interests of a subsidiary FEHE R M 5 3ROR
— non-interest bearing — TR - 3,060 - 42,028 45,088 45,088
— interest bearing at fixed rates —RETEN R E 12 - - 29,652 29,652 26,474
Bank borrowings BITEE
— inferests bearing at fixed rates —REEMEG R 6.03 88,917 205,653 - 294,570 288,000
— interests bearing at floating rate —RFEA R A 7.14 - - 9,465 9,465 9,000
Other borrowings Hipfe &
— nonrinferest bearing — TR - 54,090 - 2,535 56,625 56,625
— interest bearing at fixed rates — REEF R A 11.58 - - 39,626 39,626 35,380
Bonds payable (Note 30) F& 15 & 7 (K £ 30) 12.30 286,804 - - 286,804 286,804
lease liabilifies HEEE 5.56 338 1,014 887 2,239 2,132
762,143 206,667 124,193 1,093,003 1,078,437
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

39. Financial Instruments (Continued)
(b) Financial risk management objectives
and policies (Continued)

Liquidity risk (Continued)
Liquidity and interest risk tables (Continued)

39. €@ T A )

(b)

BEREREEEZERBEE @

REBE SRR @
REE T R A RE R (@)

Weighted On
average demand/ 3 months 1 year Tofal
effective less than to fo undiscounted Carrying
interest rafe 3 months 1 year 2 years cash flows amount
15 REX/ =@A —% AURAE
ERAx JSR=MER E—F E/MF mEERE RHEHE
% RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
% ARETRT ARETT ARBTR ARBETT ARBTR
At 31 December 2018 R-ZZB-N\E§
t=A=t+-H
Non-derivative financial liabilities FTEZHEE
Trade payables TR X - 175,665 — — 175,665 175,665
Other payables HoAth & 5 50 - 141,326 = = 141,326 141,326
Amounts due fo directors = S HE - 6,933 - - 6,933 6,933
Amounts due to non- controlling FERT — R B A A
interests of a subsidiary FEHE IR 5 3ROR
— nonrinferest bearing — TR — 1,764 — 42,027 43,791 43,791
— interest bearing at fixed rates —RETENEE 12 — — 31,007 31,007 27,684
Bank borrowings BITEE
— interests bearing at fixed rates — RETEMEE 5.54 13,169 234,477 = 247,646 241,670
— inferests bearing at floating rate — RZEFI KB 5.60 10,025 74,196 — 84,221 83,000
Other borrowings Hipte &
— nonrinferest bearing — TR = 54,526 = 2,535 57,061 57,061
— interest bearing at fixed rates —RETEHEE 12 — — 35,526 35,526 31,720
Bonds payable (Nofe 30) & & % (K 30) 12.85 — 286,508 = 286,508 254,916
403,408 595,181 111,095 1,109,684 1,063,766

(c) Fair value

The fair values of financial assets and financial liabilities are
defermined in accordance with generally accepted pricing
models based on discounted cash flow analysis using prices

or rafes from observable current market transactions as input.

The Directors consider that the carrying amounts of financial
assefs and financial liabilities measured at amortised costs in
the consolidated financial statements approximate their fair

values.

(c)
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

40. Reconciliation of Liabilities Arising from 0. AREEEMELEEBENHE

Financing Activities

The table below details changes in the Group's liabiliies arising TERFINAEBRNME T MELNBEEE
from financing activities, including both cash and non-cash B BERSRIIERSES - A FSMELE
changes. liabilities arising from financing activities are those for BEAREENEE(HBEBREREH) RAE
which cash flows were, or future cash flows will be, classified in BHRA R e nERPEARETEMERE N
the Group's consolidated sfatement of cash flows as cash flows ENZEEE-

from financing activities.

Amounts due

to non-
Amounts  controlling Non
Bank Other Bonds Lease due to interest of a controlling
borrowings borrowings payable liabilities directors  subsidiary interest Total
B — R R
Bt REFER
ROTEE Hiftg BNESF HEEE ESRE BEXE FRRES #st

RMB'000 RMB'O0O0 ~ RMB'OO0  RMB'O0O  RMB'000 RMB'OO0  RMB'O00  RMB'000
ARBTT ARBTT ARBTT ARBTR ARBTRT ARETI AR®TR AR®TR

At 1 January 2018 R=Z2—-\F—HA—H 371,192 99,363 231,227 = 9,602 70,090 156,844 938,318
Financing cash flows BEBERE (46,522) (10,582) (19,207) — (2,669) (1,838) [5,793) (86,611)
Inferest paid EfFIE (14,547) (4,018) — - — — - (18,565)
Interest expenses FeEmL 14,547 4,018 30,694 - — 3,223 - 52,482
Results shared by FEREREEEE

non-controlling interests = = = = = = 4,152 4,152
Foreign exchange franslation [ 5 14 & - - 12,202 - — — - 12,202
At 31 December 2018 R-ZZE-N\F+=-RA=+—H 324,670 88,781 254,916 - 6,933 71,475 155,203 901,978

Adjustment upon application & A % 7 B 5 #f & % 8
of HKFRS 18 F18H AR - - = 3,215 — — — 3,215

As at 1 January 2019 R-E-NF—HA—H

[restated) (&) 324,670 88,781 254,916 3,215 6,933 71,475 155,203 905,193
Financing cash flows REBRERE (27.670) 3,224 (6,030) (1,330) 4,401 (1,209 (4,456)  (33,070)
Inferest paid BAFS (18,986) (4,794) — - — (2,568) - (26,348)
Inferest expenses FERX 18,986 4,794 32,714 153 = 3,864 — 60,511
Results shared by FEREREGER

non-confrolling inferests — — — - — — (4,442) (4,442)
New lease entered [noncash) B3] HHE (FFEL) = = — 94 - - - Q4
Foreign exchange translation [ 5 i & — — 5,204 — - - — 5,204
At 31 December 2019 R-ZZE-AFE+=-RA=+—8 297,000 92,005 286,804 2,132 11,334 71,562 146,305 907,142
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

A ETENBRAAFE

41. Particulars of Principal Subsidiaries

Particulars of the Company’s principal subsidiaries at the end of

the reporting period are as follows:

Country of operation and

Issued and fully
paid ordinary

ARARRBERRNEIEMBARFRET

Atiributable equity

date of incorporation/ share capital/ interest indirectly held by Principal Form of
Name of subsidiary establishment registered capital the Company activities company
EERRKZM ERTRAZEER ENETILE:
ol PNCIECE B/ B A BRAEERER BRRENEMGKRE TREH ARAFR
2019 2018
ZE-NE | Z2-N\F
Jiangsu Jiaolong Salvage Harbour PRC RMB72,754,776 51% 51% Provision of marine Limited liability
Engineering Company Limited* 22 July 1977 hoisting, installation
"Jiangsu Jiaolong") and other engineering
services
TERETHEME T HE AR¥72,754,7767C REELRE ZER AREME
BRAR (DI#FRED) —AttFLA=+=H Hith T2 PR 7%
Jiangsu Xingyu Environment PRC RMB10,000,000 100% 100% Provision of dredging Limited liability
Profection Company Limited* 20 March 2016 services
TEHATHRARRERAR HE AR#10,000,0007T R Hm % IR BREME
—F-AFZA=+A
Jiangsu Xiangyu Environment PRC Us$75,000,000 100% 100% Manufacturing of Wholly-owned
Profection Equipment 18 August 2013 dredging machines Foreign
Company limited* enterprise
THATRRRBERAR HE 75,000,000% 7T SEZRH HIEBELE
=% \Rt/AR
Jiangsu Xingyu Holdings Group PRC RMB39,315,800 notes ii nofes i Provision of dredging Limited liability
Limited* ("PRC Operational Entity”) 13 July 2007 services
(noftes ii)
TEHRATEREEERAR HE AR#¥39,315,8007T Kt &Eii Ffatii RERERS BREME
(THhEEEER]) (Fati) “ZR+E+A+=H
Jiangsu Xiangyu Port Constructing PRC Us$80,000,000 100% 100% Provision of management  Wholly-owned
Project Administration Company 11 June 2010 services foreign
Limited* ("Xiangyu PRC") enterprise
IHATERIRZER HE 80,000,000% 7T REEE RS HIEBELE
ARRATATHED “Z-ZFXA+—H
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

41. Particulars of Principal Subsidiaries (Continued)

Issued and fully

41. T EMB QA FH1E @

Country of operation and paid ordinary Attributable equity
date of incorporation/ share capital/ interest indirectly held by Principal Form of
Name of subsidiary establishment registered capital the Company activities company
EEARKEM BERTRAREER AREEE
B A A R R/ R LK B R,/ & A BENEGRE TEXEH DRAFR
2019 2018
ZE-NEFE | ZE-N\F
Jiangsu Xiangyu Water Management  PRC US$73,000,000 100% 100% Provision of dredging and  Wholly-owned
Company Limited* 3 August 2011 water management foreign
services enferprise
TERATRKBEERA A e 73,000,000% 7T REGERKBERE NEBELE
—Z2——F\A=H MR 75
Power Wealth Engineering Limited Hong Kong HK$ 100,000 100% 100% Investment holding and ~ Limited liability
3 July 2002 provision of dredging
consultation services
NEIRERAT ) 100,0007% 7T REEBRREMHHRZ BREAR
—ET £+ A=H R B
Jiangsu Fengyu Property Development  PRC RMB66,000,000 100% 100% Property development and  Limited liability
Company Limited* 4 December 2013 invesiment
TEHRETEXERAA R AR ¥ 66,000,0007T MEBRRRE BERER
—E-=£+_AMA
Yancheng Juranzhijia Home Building ~ PRC RMB 1,000,000 100% 100%  Property management Limited liability
Material Commercial Management 15 June 2016
Limited*
HREAZRRERNEE R AR 1,000,0007T MEER BERER
EERRRA —E-REAATEH
Jiangsu Xingyu Commerce Company ~ PRC RMB10,000,000 100% 100%  Inactive Limited liability
Limited* 16 April 2015
TERETEEERAA R AE#10,000,0007T OV BERER
“Z-RFMA+RH
Huaian Shi Xiangyu Technology PRC US$20,000,000 80% 80% Lending and venture Limited liability
Microfinance Limited * 11 September 2016 capital financing
business in the
technology sector
ERTATRRNEER R 20,000,000% 7T MBERT*EERRR BREE
BERARA —E-RFAA+—H BEABMEEY
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

41. Particulars of Principal Subsidiaries (Continved) 4

Issued and fully

1. EEME 2 AFE @

Country of operation and paid ordinary Atiributable equity
date of incorporation/ share capital/ interest indirectly held by Principal Form of
Name of subsidiary establishment registered capital the Company activities company
EEARKEM BRTRAREER AREREE
ol PNCTRCE AL/ R A R,/ & & RENEGRE TEXH DRAFR
2019 2018
ZE-NEFE | ZE-N\F
Jiangsu Xiangyu Environmental PRC US$50,000,000 100% 100%  Inactive Limited liability
Profection Indusiry Development 27 August 2016
Limited*
IHEATRREXFZRERARA HE 50,000,000% 7T TiEE BREE
—Z-XENR=tLA
Jiangsu Lifu Infrastructure Construction  PRC US$49,980,000 100% 100%  Inactive Limited liability
Company Limited* 25 June 2012
THNEERREERERARA HE 49,980,000% 7T TiEE BREE

—E-—FXA=-TEHH

The above fable lists the subsidiaries of the Group which, in the
opinion of the Directors, principally affected the results or assets of
the Group. To give defails of other subsidiaries would, in the

opinion of the Directors, result in porﬁcu\ors of excessive |engfh.

for identification only
Notes:

(i) None of the subsidiaries had any debt securities outstanding at the
end of the reporting pericd, or at any fime during the year.

(ii) Consolidated structured entity

PRC laws and regulations prohibit or restrict foreign invesfors from
owning more than 50% equity interest in any enterprise which owns
vessels for conducting dredging business.

On 19 April 2011, Xiangyu PRC, the PRC Operational Entity and
its respecfive equity participants, being Mr. Lliv and Ms. Zhou
entered info a series of agreements (the “Confractual Arangements”).
The PRC Operational Entity is engaged in the provision of dredging
services of the Group.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

41. Particulars of Principal Subsidiaries (continued)

Notes: (Continued)

(i)

Consolidated structured entity (Continued)
Key provisions of the Contractual Arrangements are as follows:
Option Agreement

Xiangyu PRC, PRC Operational Entity, Mr. Liv and Ms. Zhou entered
info an exclusive option agreement ("Option Agreement”) whereby
Mr. Liv and Ms. Zhou have irrevocably granted Xiangyu PRC an
opfion to acquire, directly or through one or more nominees, the
entire equity interest held by Mr. Lliu and Ms. Zhou in PRC
Operational Entity af a price (“Acquisition Cost’) equivalent fo the
fair market value of such equity inferest or, where applicable, the
amount as permitted by the applicable PRC laws. The Acquisition
Cost, when received, will be contributed by Mr. Liu and Ms. Zhou
to Xiangyu PRC as capital surplus. Subject to the compliance with
the PRC laws, Xiangyu PRC may exercise the option af any fime, in
respect of all or part of the equity interest of PRC Operational Entity
and in any manner af its sole discretion.

Pursuant fo the Option Agreement, each of PRC Operational Entfity,
Mr. Liv and/or Ms. Zhou has given undertakings that it shall perform
certain acts, or refrain from performing certain other acts unless with
the prior written consent of Xiangyu PRC, including but not limited 1o
the below matters:

[a)  that PRC Operational Entity shall not alter its constitutional
documents or ifs registered capital;

{b)  that any of PRC Operational Entity, Mr. Liu and/or Ms. Zhou
shall not incur any indebtedness or guarantee (other than
those incurred in the ordinary course of business and
disclosed to and approved by Xiangyu PRC in advance);

[c)  that PRC Operational Enfity shall not provide any loan or
guarantee fo any third parties;

(d]  that PRC Operational Entity shall not dispose of or create
encumbrances over any part of its assets, business or revenue
and that Mr. Liu and Ms. Zhou shall not dispose of or create
encumbrances over the equity interest held by them in PRC
Operational Entity, except the security created under the
Equity Pledge Agreement (as defined in (ii) below);

41. T EMB QA FH1E @

Kiat : (&)

(i)
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

41. Particulars of Principal Subsidiaries (Continued)

Notes: (Continued)

(i)

Consolidated structured entity (Continued)
Option Agreement (Continued)

le)  that PRC Operational Entity shall not enter info any material
confracts over cerfain amount other than those in its ordinary
course of business and disclosed fo and approved by
Xiangyu PRC in advance;

) that PRC Operational Entity shall not distribute any dividend
(including any undistributed attributable profit payable fo the
enfity's shareholders prior to the Option Agreement becoming
effective) fo its shareholders and that Mr. Liv and Ms. Zhou
undertake that such undistributed profit shall be refained in
PRC Operational Entity as its capital and/or reserved fund
and shall give up and assign or transfer to Xiangyu PRC any
dividend declared and distributed thereafter and payable to
them by virtue of their holding of the equity interest in PRC
Operational Entity;

[g)  that PRC Operational Entity shall not make investment or
engage in any merger or acquisition transactions; and

() that af the request of Xiangyu PRC, Mr. Liu and Ms. Zhou
shall appoint such persons nominated by Xiangyu PRC fo act
as the Directors, supervisors and senior management
members of PRC Operational Entity.

The Option Agreement became effective on 19 April 2011 and will
expire on the date on which all the equity inferests held by Mr. Liu
and Ms. Zhou in PRC Operational Entity are transferred to Xiangyu
PRC and/or its nominee(s).

Proxy Agreement

Xiangyu PRC, PRC Operational Entity, Mr. Liu and Ms. Zhou entered
info a proxy agreement ("Proxy Agreement’) pursuant to which Mr.
Liv and Ms. Zhou have unconditionally and irrevocably undertaken
to authorise such person(s) as designated by Xiangyu PRC (being
PRC citizens| to exercise the shareholders’ rights in relation fo
appointment of proxy and exercise of vofing rights in PRC
Operational Enfity under the articles of association of PRC
Operational Entity and the applicable PRC laws. Such shareholders’
rights include but not limited to (i) calling and attending the
shareholders’ meetings of PRC Operational Entity; (i) exercising the
voting rights on all matters requiring the consideration and approval
of shareholders and those pursuant fo articles of association of PRC
Operational Entity.

41. T EMB QA FHE @

Kzt : (&)

(i)
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

41. Particulars of Principal Subsidiaries (continued)

Notes: (Continued)

(i)

Consolidated structured entity (Continued)
Proxy Agreement (Continued)

Before Xiangyu PRC acquires the entire equity inferests in PRC
Operational Entity contemplated under the Option Agreement,
Xiangyu PRC can exercise the voting rights of shareholders of PRC
Operational Entity.

The term of the Proxy Agreement commenced on 19 April 2011
and will expire on 18 April 2026, and will be renewable at the
election of Xiangyu PRC for successive terms of 10 years each until
termination by Xiangyu PRC with a 30-day prior notice fo PRC
Operational Entity.

Composite Services Agreement

Xiangyu PRC and PRC Operational Entity entered info an exclusive
composife services agreement (“Composite Services Agreement’)
pursuant fo which PRC Operational Entity will exclusively engage
Xiangyu PRC fo provide consultation and other ancillary services in
enterprise management and consultancy services, dredging project
management and consultancy services.

In consideration of the provision of the aforementioned services by
Xiangyu PRC, PRC Operational Entity agrees to pay to Xiangyu PRC
fees on an annual basis in arrears. Fees payable to Xiangyu PRC by
PRC Operational Entity will be equivalent fo the total audited
revenue less all the related cosfs, expenses, faxes and sfafufory
reserve of PRC Operational Entity. Xiangyu PRC reserves the right fo
identify the ifems of expenses to be included as relofed expenses
when calculating the fees payable by PRC Operational Entity and is
entitled to adjust the fee payable by PRC Operational Entity anytime
based on the volume of service provided.
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For the year ended 31 December 2019 #E —

41. Particulars of Principal Subsidiaries (Continued)

Notes: (Continued)

(i)

Consolidated structured entity (Continued)
Composite Services Agreement (Continued)

Pursuant to the Composite Services Agreement, PRC Operational
Entity shall not without the prior written consent of Xiangyu PRC to
dispose of or pledge its material assefs, operation rights and/or
business; alfer its registered capital; alter its scope of business;
declare dividends; and/or remove any of its Directors and senior
management members. Pursuant fo the Composite Services
Agreement, Xiangyu PRC is required to pay to PRC Operational
Entity a surety amount of not less than HK$22,276,000 for the
performance of its services provided to PRC Operational Entity under
the Composite Services Agreement. As a security for the due
payment of the consultation service fees and repayment of the surefy
money by PRC Operational Enfity to Xiangyu PRC under the
Composite Services Agreement, PRC Operational Entity has agreed
fo pledge its inferest in the three vessels owned or (as the case may
be) jointly-owned by if to Xiangyu PRC.

The term of the Composite Services Agreement commenced from 19
April 2011, and will expire on 18 April 2026, which will be
renewable at the request of Xiangyu PRC for successive ferms of 10
years each until termination by Xiangyu PRC with a 30-day prior
written nofice to PRC Operational Entity.

Equity Pledge Agreement

Xiangyu PRC, PRC Operational Entity, Mr. Liu and Ms. Zhou entered
infto an equity pledge agreement (“Equity Pledge Agreement’),
pursuant fo which Mr. Liv and Ms. Zhou granted a continuing first
priority security interests over their respective equity interests in PRC
Operational Entity to Xiangyu PRC for guaranteeing the performance
of the Composite Services Agreement, the Option Agreement and
the Proxy Agreement. Mr. Liu and Ms. Zhou are responsible to
record the pledge of equity into the shareholders’ register on the
effective date of the Equity Pledge Agreement. PRC Operational
Entity, Mr. Lliv and Ms. Zhou are also responsible fo register the
pledge of equity in the State Administration for Industry and
Commerce 10 days affer the effective date of the Equity Pledge
Agreement.

—NFETZA=t—BLFE
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Notes to the Consolidated Financial Statements (Continued)

For the year ended 31 December 2019 # & =

41. Particulars of Principal Subsidiaries (continued)

Notes: (Continued)

(i)

Consolidated structured entity (Continued)
Equity Pledge Agreement (Continued)

Pursuant to the Equity Pledge Agreement, without the prior written
consent of Xiangyu PRC, PRC Operational Entity shall not alter its
current shareholding sfructure and/or its nature or scope of business,
Mr. Liu and Ms. Zhou shall not allow PRC Operational Enfity to
transfer or dispose of its assets or pledge or transfer their respective
equity inferests in PRC Operational Entity in favor of or to other third
parties. Xiangyu PRC is entitled fo receive all dividends derived from
the pledged equity interests. Xiangyu PRC is entiled to demand
repayment of the secured indebtedness and/or to exercise ifs rights
to sell the pledged equity interests on occurrence of cerfain events of
default including but not limited to non-performance or breach of any
of the Composite Services Agreement, the Option Agreement and
the Proxy Agreement; or failure fo repay other debts when due by
PRC Operational Entity, Mr. Liu or Ms. Zhou (as the case may be).

The Equity Pledge Agreement became effective from the date of its
execution and shall terminate upon performance of all obligations
under the Composite Services Agreement, the Option Agreement
and the Proxy Agreement in full.

Vessel Pledge Agreements

PRC Operational Entity and Xiangyu PRC have entered info three
vessel pledge agreements ("Vessel Pledge Agreements’) dated 19
April 2011, pursuant to which PRC Operational Entity has pledged
in favor of Xiangyu PRC (i) its entire interest in the dredger “Zhuayang
No. 101 (ii) its 50% inferest in the dredger “Kaijin No. 1" and {iii)
its 50% interest in the dredger “Kaijin No. 3" fo Xiangyu PRC, as
security for the due payment of the consultation service fees and
repayment of the surety money [as well as related interest and
expenses, efc.) then owing by PRC Operational Entity fo Xiangyu
PRC under the Composite Services Agreement.

Pursuant fo the Vessel Pledge Agreements, without the prior written
consent of Xiangyu PRC, PRC Operational Entity shall not pledge or
dispose of ifs inferests in the pledged vessels or any part thereof.
Xiangyu PRC is enfifled fo exercise its rights to sell the pledged
vessels on occurrence of certain events of default, including but not
limited to the non-payment of the secured indebtedness or non-
performance of the Composite Services Agreement.
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

41. Particulars of Principal Subsidiaries (Continued)

Notes: (Continued)

(i)

Consolidated structured entity (Continued)
Vessel Pledge Agreements (Continued)

The Vessel Pledge Agreements became effective from the date of its
execution and shall terminate upon payment or repayment of the
consultation service fees, surety money and all other related
expenses under the Composite Services Agreement.

The Group has a contractual commitment to provide financial
assistance fo the PRC Operational Entity. However, due to the
strafegic importance of it to the Group, the Directors infended to
provide financing to the PRC Operational Entity to support the
working capital requirements. As at 31 December 2019, the bank
borrowings of the PRC Operational Entity of RMB195,000,000
(2018: RMB294,670,000) are secured by pledge of assets jointly
owned by the PRC Operational Entity and the Group, corporate
guarantee by the Company and personal guarantees provided by
Mr. Liu and Ms. Zhou, the Directors of the Company. Unutilised
secured bank faciliies amounted to approximately RMB 18,000,000
(2018: RMB430,330,000).

For the year ended 31 December 2019, the amount of revenue and
assefs subject to the Contractual Arrangements accounted for 98%
(2018: 97%) and 63.2% (2018: 67.3%) of the Group's fotal
revenue and assefs respectively.

The Directors, are of the view that the terms of the Contractual
Arrangements have in subsfance enabled Xiangyu PRC to have
power over the PRC Operational Entity, rights fo variable refurns
from its involvement with the PRC Operationo| Entity, and has the
ability to use its power fo affect its refurns, despite the absence of
formal legal equity interest held by the Group therein. Accordingly,
PRC Operational Entity is accounted for as a consolidated structured
entity as a subsidiary of the Company.
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

41. Particulars of Principal Subsidiaries (Confinued)

The following summarised financial information in respect of PRC
Operational Entity represents amounts before intragroup
eliminations. PRC Operational Entity has a material subsidiary —
Jiangsu Jicolong and the summarised financial information of

Jiangsu Jiaolong is sef out in Note 42 and is nof included in the d o

financial information below.

41. T EMB QA FH1E @

TXHANTELCEERYFEERNSEBRAE
BHEABE -TECEERAA HNEENE
RE OTEHRE M THREMBER
HIINM 420 BXYRBAZ TS BER

2019 2018

—E-hF —T-N\F

RMB’000 RMB'000

AR¥T T AR®ETF T

Current assets TmENE E 30,879 172,829
Non-current assets FEMENEE 1,447,727 1,582,093
Current liabilities mEEE (565,340) (573,997)
Equity attributable to owners of the Company RARER ARIMG#ER 913,266 1,180,925
Revenue U 5 195,157 285,930
EY R B (462,817) (323,083)
Loss for the year and tofal expense for the year FAEERF AR X EHE (267,660) (37,153)
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

42. Subsidiary with Material Non-Controlling

Interests

The Group held 51% equity inferest in Jiangsu Jicolong at 31
December 2019 and 2018.

Place of establishment
and principal place of

Proportion of ownership

interests and voting rights held

42. %ﬁik#%ﬂﬁ%%ﬁﬂ’ﬂﬁ#%’&

AEEBR_ZE—NFR_ZE—N\E+_A=+
—BEAIHRES ISR IRHE -

(Loss)/profit allocated to

Accumulated

Name of subsidiary business by non-controlling interest non-controlling interest non-controlling interest
AR L B R FERBERENEARER PREFERERN
WEARER TEEXBE REREL P (&HR), /%7 Rt ERRER
31.12.2019 31.12.2018 31.12.2019 31.12.2018 31.12.2019 31.12.2018
“E-NF ZE-N\E ZB-0F —2-0\% ZB-0F “EB)\E
tZB=t-B |tZA=t-B [t=A=t-B |tZA=+-A [t=A=t-8B |tZA=1-H
Jiangsu Jiaolong PRC 49% 49% (4,442) 4152 146,305 155,203
L& RE G

Summarised financial information in respect of Jiangsu Jicolong

which has material non-controlling interest is set

summarised financial information below represents amounts before

intragroup eliminations:

out below. The

GIE &I

WA BRI R BT F R B BT 15 8 B
AT o T XA ) 8 75 E K A 5 B A AR

2019 2018

—E-AF —E—N\&F

RMB’000 RMB'O00

AR® T ARBT T

Current assets mENEE 297,784 312,923
Non-current assets ERBEE 274,621 286,461

Current liabilities mEAE (149,124) (158,794)

Non-current liabilities EREBE (115,852) (115,001)
Equity affributable to owners of the Company RAPGER ANEHER 161,124 170,386
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

42. Subsidiary with Material Non-Controlling 42 EEE R FZREZ WK B A

Interests (Continued) 7l #)
2019 2018
—E-NF —E-N\F
RMB’000 RMB'000
AR T ARET T
Non-controlling interests FEPE AR HE = 146,305 155,203
Revenue & 296,848 374,129
Expense B2 (315,008) (377,477)

Loss for the year and total comprehensive expense FABERFRNEZERAY B
for the year (18,160) (3,348)

Loss and total comprehensive expense affributable RAAGHEE ABRGEER

fo the owners of the Company 2EHRBE (9,262) (1,707)
loss and fotal comprehensive expense attributable FIEREEREGERR

fo the non-controlling interests 2EMAXBE (8,898) (1,641)
Loss and fotal comprehensive expense for the year FABEREZEMAXAHE (18,160) (3,348)
Dividend paid to non-controlling inferests T TR R AER AR S (4,456) (5,793)
Net cash inflow from operating activities REBTBEENR S RAFHE 1,717 55,711
Net cash outflow from investing activities KEEBEENR SR LT (18,367) (10,422)
Net cash outflow from financing activities MEETHEENB SR L FRE (10,056) (3,597)
Net cash (outflow) inflow Be (i) RAFR (31,162) 35,899
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

43. Share-Based Payment Transaction

43. R <R 5

Pursuant fo the written resolution of the shareholders of the
Company dated 24 May 2011, the share option scheme (the
"Scheme”) was approved and adopted. The Scheme was
established for the purpose of providing incentives or rewards for
the confribution of Directors and eligible persons. The Scheme will
remain in force for a period of ten years from adoption of the
Scheme. The Scheme will expire on 23 May 2021.

During the year ended 31 December 2019, nil share opfions (2018:
85,560,000] were granted fo directors and employees of the
Group. The Binominal model has been used fo esfimate the fair

value of the options.

Movements of share options outstanding and their weighted

average exercise prices are as follows:

REAHR T —FHAA_tTHBENARE
BRREERZSR  BRER B ([FH3)) 1 ER
Ry RUABEEREERAEBRALINE
Blie TR RER - FHE 8 HERMEFT T4
AFEER B BER =B —FAA=-+=
B & e

HE-T—AE+-A=F+-ALEE &
SEEFERBEIRETRH(-F—N\&F:
85,560,00019) B M1 - MBS 4 2 F (B4R 3 — 8
= f5 o

RITEHBREREMEFHTEBNZES M
N

2019
ZE-NF

2018
—ZET—)N\F

Weighted average

Weighted average

exercise price Number of exercise price Number of
per share share options per share share opfions
R miE s n
FigITEE BREHE TR BREZE
HK$ HK$
& 7T & TT
Exercisable at beginning 4 ) 7] 17 (£ 0.131 85,560,000 N/A —
of the year NER
Granfed 2 & N/A - 0.131 85,560,000
TEA
Exercised BT 0.131 (8,702,000) — —
Lapsed (BN 0.131 (76,858,000) N/A —
TiERA
N/A - 0.131 85,560,000
TEA

During the year ended 31 December 2019, share options were
exercised to subscribe for 8,702,000 (2018: nil) shares at an
option price of HK$0.131. Net proceeds of HK$1,140,000
(equivalent to RMB1,032,000) were received.

The Group has no legal or constructive obligation to repurchase or

seftle the opfions in cash.

208 China Dredging Environment Protection Holdings Limited FEIER A BIRIER G R A T
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

43. Share-Based Payment Transaction (Continued)

The fair values of opfions granfed determined were as follow:

3. R ZHARZ @

BEBITAFENCEHBRENAFENT

11 October 2018
- N\F+A+—H

Option value (at grant date)

BEREEEMNKRLAH)

HK$3,080,160
3,080, 1607 T

Fair value per option (at grant dafe) BiHBREATEMEE R HK$0.036
0.036%& 7T

Significant inputs into the valuation model: HEEXNE2HAER
Exercise price af grant date R HEMTEE HK$0.131
0.131 %7
Share price at grant date KR E HK$0.1160
0.11607% 7T
Expected volatility (note] 8 8RR i@ (P 21) 81.3960%
Riskfree inferest rate 428 2 [ ) & 1.8396%
Life of options HE R HE F 1 1 year
14
Expected dividend yield TR HI R B K 0%
Valuation model applied FrAEEERES Binomial
ZIER

Note: The expected volatility is measured at the standard deviation of the
expected share price refurn and is based on sfatistical analysis of
daily share prices over 2 years before the respective dates of grant.

Options may be exercised af any time from 11 October 2018 to
10 October 2019, all share options have been lopsed on 11
October 2019.

The Group recognised a fotal expense of nil for the year ended 31
December 2019 (2018: HK$3,080,160) in relation to share
opfions granted by the Company.

g EHRE SRR EORGEEESE ¥
& EE L AW E 0T ERE RS
S

BRETR-F-N\E+A+-RE-F-N
F+AT B MR AR N =
T-nE+AT—BRMC

AEERR BE_T-AF+-A=+—H

LEE BAQRARLBRERBENER IR
T (ZZ—/\% :3,080,160%TT) °
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For the year ended 31 December 2019 #ZE —_Z— N+ _A=+—HILFE

44. Statement of Financial Position and

Reserves of the Company

44. KR K B AR R R R 1 R

2019 2018
—E-NF —T-N\%F
RMB’000 RMB'000

AR® T ARETT

Non-Current Asset kRBEE

Investments in subsidiaries RSB RRMNKEE 259,214 259,214

Current Assets REEE

Amounts due from subsidiaries A= NGIE S 436,964 951,438

Bank balances and cash RITEBR LIRS 128 127
437,092 951,565

Current Liabilities REBAE

Other payables H R 1~ 3K 3,709 4,125

Amounts due to directors FEfTE ERIA 5,450 14,547

Bonds payable JE& -1 18 25 286,804 254,916
295,963 273,588

Net Current Assets REEEFE 141,129 677,977

Total Assets Less Current Liabilities HEERRBARS 400,343 937,191

Capital And Reserves EXR#E

Share capital N 150,365 149,577

Reserves i 249,978 787,614

Total Equity ERBE 400,343 937,191

The Company's statement of financial position was approved and
authorised for issue by the board of directors on 29 April 2020

and are signed on its behalf by:

Liv Kaijin
2IB83E

Director

EF
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For the year ended 31 December 2019 ##iZ —F— N+ _A=1+—HILFE

Reserves of the Company (Continued)

44, XN B B B B AR R =/ B /R )

Movement in the Company's reserves: NEE B E
Share
Share options Other Accumulated
premium reserve  reserves losses Total
RGEE BRERGE HUuREE ER Azt
RMB’O00 RMB'O00 RMB'000 RMB'000 RMB’000
ARBTIT ARETIT ARBTT ARBTT ARBTT
At 1 January 2018 RZE—N\F—A—H 922,980 = 165,238 (256,950) 831,268
Loss for the year FREE — — — (51,624) (51,624)
Equity-setiled share-based NEREER RN AT
payments — 2,752 — — 2,752
Total comprehensive expense & A 2 [ F 7 42 58
for the year = 2,752 = (51,624) (48,872)
Placing of shares (Note 32) B {0 AL & (Mi5E32) 5218 — — — 5,218
At 31 December 2018 and R-ZTE—N\F+-HA=+—H
1 January 2019 k=Z—hnF—A—H 928,198 2,752 165,238 (308,574) 787,614
Loss for the year FREE — — = (537,880)  (537,880)
lssue of shares upon exercise 17 {# B B/ 18 21T IR 0
of share options 523 (279) — — 244
Share option lapsed B R B R R = (2,473) — 2,473 —
At 31 December 2019 RZT—NF+=_A=+—H 928,721 = 165,238 (843,981) 249,978
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B 7% R 2% Y & (D

45. Event After the Reporting Period

Grant of share options

On 20 January 2020, the Company granted a fofal of
17,000,000 share options carrying the rights to subscribe for
17,000,000 ordinary shares of the Company to an employee
pursuant fo the Company’s share option scheme adopted on 24
May 2011
2020 fo 19 January 2021, both days inclusive, at an exercise

. The share options can be exercised from 20 January

price of HK$0.072 per share. The closing price of the Company’s
shares immediately before the grant date was HK$0.072 per
share.

Subscription of new shares

On 7 April 2020, the Company enfered into a subscription
agreement [the “Subscription Agreement’) with a subscriber to
issue 191,917,000 new shares fo the Subscriber at HK$0.04 per
subscription share (the “Subscription”). On 24 April 2020, dll
conditions precedent set out in the Subscription Agreement have

been fulfilled and the Subscription has been completed.

Outbreak of Coronavirus Disease 2019
Affer the outbreak of Coronavirus Disease 2019 (“COVID-19

outbreak”) in early 2020, a series of precautionary and control
measures have been and continued fo be implemented across
China. The Group will pay close attention fo the development of
the COVID-19 outbreak and evaluate its impact on the financial
posifion and operating results of the Group. Up fo the dafe when
the consolidated financial statements are authorised for issue, the
Group was not aware of any material adverse effects on the
financial sfatements as a result of the COVID-19 outbreak.
However, the actual impacts may differ from these estimates as the
situation continues to evolve and further information become

available.

—NFETZA=t—BLFE

A5. HEHRER

X B R e

RZB_ZF-—A-+H ARAREBEERZ
B——FHA -+ ERAERE S R (E
B % It %5 4 ) 7T 32 88 AN 2 817,000,000 8% &
AR Y& #£17,000,00015 & A # o fE R AT 30
—ECZF-—A-FTHRE_ZT-_—F—HATHh
B(ERERMAB)ASKRKH{TEEO0.072/ET
T - ZEREHAMARNRABROOKTER
B 0.0728 7T

=0 08 # IR 12

R-_ZE-_ZEPNHLH AAFE—ZREA
RN REHE((REHZ ) LIRS RRERG
0.047 7T 17 7R ﬁ%}\ﬁéﬁ 7000Hx%ﬁﬂx1’ﬁ
((REFHE])  -R=FT=Z ¢EH +mA
BB TE M AT B LR IR B ERK ﬁ%%
BB E5EK °

—E-NEBRBEEERBERE

R _TFENRE T NEBTRESER
([COVID-19/2 8 ) 1% - P R W IF BB 1T —
RYIBFIEE e o AN & B 15 % U] 8 ) COVID-19 18
R BRI - WL H Y A E BB SR R
EEENFE BUERAVERRERERE
B HA - 7K £ @ 3 ok 3% 38 COVID-19/8 % 4 B 75 3R
RETMBEENFFZE - A EEW*'\EO}E“
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