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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW AND FUTURE PROSPECTS

The Company is a building decoration services provider and its shares in issue were successfully listed on the Main Board
of the Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on 14 January 2020 (the “Listing Date”). Being a
listed company contributes to the further development of the Group’s business, strengthens the Group’s capital base and

enhances its corporate image and brand awareness.
Economic Environment

In the first half of 2021, with the implementation of strict precautionary and control measures by the government authorities
in the PRC, except for sporadic outbreaks of COVID-19 in a few regions, the situation of epidemic in PRC was basically
stable and the economic development situation was positive. With the benefit from the recovery and growth of China’s
economy, the domestic building decoration industry has also been able to usher in the post-epidemic recovery and
development. However, the continuing COVID-19 epidemic still has certain impact on the development of domestic building
decoration industry.

At present, the building decoration industry is progressively recovering, but the adjustment of the market structure and
the change of the competitive landscape require the building decoration enterprises to accelerate the improvement of the
adaptability.

Business Performance

The Group’s revenue increased by approximately RMB360.5 million or 119.6% to approximately RMB662.6 million for
1H2021 from approximately RMB301.7 million for 1H2020. Such increase was mainly resulted from the resumption of
the Group’s various construction projects because the strict epidemic precautionary and control measures taken by the
government effectively controlled the spread and impact of COVID-19, and enabled the economy to return to normal in a
short period of time.

During the first half of 2021, the Group showed satisfactory performance in respect of technology development. The two
patent technologies applied by the Group, namely “wet-sticking wall-mounted items for decoration panels and panel
components GE&FECE AL HME R ERAEH) " and “fireproof switch socket for wooded panels (FB R A& &k A9 BH A
B REHAEEE) ", were awarded the “2020 Guangdong Province Award for Technological Innovation Achievement in Building
Decoration Industry (20205 EER & E2EEMITERIRAIFARFESE)”. The two projects undertaken by the Group
were awarded the “Shenzhen Decoration Jinpeng Award (3l T 25 8f & B84E) " issued by Shenzhen Building Decoration
Association.

In the first half of 2021, the Group actively sought new customers and explored new markets to expand its business. During
the reporting period, the Group has entered into contracts for 129 projects with a total consideration (including value added
tax) of approximately RMB704.2 million, among which each consideration of 19 projects are more than RMB5.0 million and
that of 11 projects are more than RMB20.0 million.

As of 30 June 2021, the Group had total 138 uncompleted projects under construction. Looking ahead to the second half
of the year, as the government has been adopting stringent pandemic prevention and control measures, it was predicted
that the COVID-19 pandemic would not cause major challenges to the domestic economy and the industry the Group
operates in. At the same time, by aggressively exploring new markets and developing new customers, the Group secured
larger market share and quality customer resources. Therefore, it is expected that the business volume of the Group in the
second half of the year will be further increased and the new businesses of the Group will achieve faster growth.
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MANAGEMENT DISCUSSION AND ANALYSIS coninved

Prospects
Looking ahead, given the challenges in the global economic outlook, the Group will continue the following strategies:

1. By focusing on customers, the Group aims to be the “full-life-cycle service provider” of building decoration from a
professional perspective;

2. The Group will enhance its building construction management and gradually adopt the Construction Site Big Data
System to realize the enterprise digital management;

3. The Group will shift its focus from “engineering construction” to “engineering intelligent manufacturing” through
intelligent management;

4. The Company will continue to carry out technological innovation, setting a new benchmark of green, high-tech and
smart building decoration; and

5. The Group will continue to strengthen its operational management and consolidate its integrated strength.

6.  Given the current financial condition and capital position, the treasury policies adopted by the Group are in line with
the Group’s current development needs and management requirements of financial risks. The Group has been
adopting prudent treasury policies to control various financial indicators and mitigate financial risks. Based on the

current financial condition and capital liquidity, it is expected that the revenue and financial performance of the Group
in the second half of the year will be relatively stable as compared to the first half of the year.

FINANCIAL REVIEW
Revenue

The Group principally derives its revenue from provision of building decoration works and design services in the PRC.
Revenue generated by service type was set out below:

Six months ended 30 June

2021 2020
RMB million % RMB million %
Revenue from construction contracts 657.6 99.2 292.8 97.1
Design service income 5.0 0.8 8.9 2.9
Total 662.6 100 301.7 100

The Group’s revenue increased to approximately RMB662.6 million for 1H2021 from approximately RMB301.7 million for
1H2020, representing an increase of approximately 119.6%. Such increase was mainly due to the business recovery from
the impact of COVID-19.
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MANAGEMENT DISCUSSION AND ANALYSIS coninved

Cost of sales

The cost of sales of the Group increased to approximately RMB581.9 million for 1H2021 from approximately RMB264.6
million for 1H2020, representing an increase of approximately 119.9% which is in line with the increase in revenue due to
the business recovery from the impact of COVID-19.

Gross profit and gross profit margin

The gross profit of the Group increased to approximately RMB80.7 million for 1H2021 from approximately RMB37.2 million
for 1H2020, representing an increase of approximately 117.2%. The increase is in line with the increase in revenue. Our
gross profit margin of 12.18% was maintained at a similar level as that of last year (1H2020: 12.32%)).

Other income

The Group recorded other income of approximately RMB3.0 million for 1H2021 which mainly comprised government
grants, rental income from investment properties and compensation from lawsuit (1H2020: RMB2.4 million).

Other losses, net

The Group’s other losses primarily consist of penalty of lawsuit of RMB2 million and net exchange loss of RMBO0.3 million for
1H2021 (Other gain for 1H2020: RMBO0.4 million).

Selling and marketing expenses

The selling and marketing expenses of the Group primarily consist of marketing and advertising expenses, employee benefit
expenses and travel and entertainment expenses.

Selling and marketing expenses of approximately RMB4.7 million for 1H2021 was in line with that of approximately RMB4.8
million for 1H2020.

General and administrative expenses

The general and administrative expenses of the Group primarily consist of employee benefit expenses, legal and
professional fees and depreciation of property, plant and equipment, investment properties and right-of-use assets.

The general and administrative expenses decreased to approximately RMB16.9 million for 1H2021 from approximately
RMB31.5 million for 1H2020, representing a decrease of approximately 46.4%. The decrease was mainly attributed to
the decrease in the listing expenses as the Company was successfully listed in the year 2020, hence no listing expenses
incurred in 1H2021(1H2020: RMB12.3 million).

Net impairment losses on financial and contract assets
Net impairment losses on financial and contract assets decreased by 19.7% from approximately RMB22.1 million for

1H2020 to approximately RMB17.8 million for 1H2021. The decrease of the net impairment losses on financial and contract
assets was primarily due to the collection of trade receivable of which the balance is due for over 2 years.
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MANAGEMENT DISCUSSION AND ANALYSIS coninved

Net profit

Profit for the period of the Group increased by 217.2% from approximately negative RMB22.4 million for 1H2020 to
approximately RMB26.3 million for 1H2021, mainly due to (i) the substantial increase in the revenue of the Group, which
was mainly resulted from the business recovery from the impact of COVID-19, given the delay in work schedules of
projects as well as shortage of labor force and materials due to implementation of precautionary and control measures
after the outbreak of COVID-19 in 1H2020, which was not happened in 1H2021; and (i) the decrease of the general and
administrative expenses of the Group, which was mainly resulted from the decrease in the listing expenses as the Company
was successfully listed in the year of 2020, hence no listing expenses incurred in 1H2021.

Financial position, liquidity and financial resources and capital structure
Trade and other receivables

The trade and other receivables decreased from approximately RMB991.2 million as of 31 December 2020 to
approximately RMB843.6 million as of 30 June 2021, representing a decrease of 17.5%. The trade receivables are the
amount due from customers.

Trade and other payable

The trade and other payable decreased by 7.7% from approximately RMB1,034.8 million as of 31 December 2020 to
approximately RMB955.2 million as of 30 June 2021. The trade payables are the amount due to suppliers.

Treasury Policies

The Group adopts a prudent approach towards its treasury policies. The Group strives to reduce exposure to credit risk
by performing ongoing credit evaluations of the financial conditions of its customers. To manage liquidity risk, the Board
closely monitors the Group’s liquidity position to ensure that the liquidity structure of the Group’s assets, liabilities and
commitments can meet its funding requirements.

Bank Borrowings

As of 30 June 2021, the Group had borrowings of approximately RMB158.5 million (31 December 2020: approximately
RMB161.3 million), denominated in RMB. Based on the scheduled repayment terms set out in the loan agreements,
approximately RMB151 million of the bank borrowings are repayable within 1 year. Bank borrowings were secured and
guaranteed by the Group’s land and building, trade receivables, a related company, certain properties owned by certain
shareholders and related parties of the Group and limited personal guarantee executed by certain shareholders. For the
1H2021, the weighted average effective interest rate of our bank borrowings was approximately 5.9% (for the 1H2020:
approximately 5.9%).

Working capital management
The Group has committed to maintaining sound financial policy. The Group intends to improve its operational efficiency in

order to improve the healthiness of the working capital primarily through capital contribution from operating activities and
interest-bearing bank borrowings.
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MANAGEMENT DISCUSSION AND ANALYSIS coninved

Future plans for substantial investments or capital assets

Save as disclosed in the prospectus of the Company dated 31 December 2019 (the “Prospectus”), as at 30 June 2021,
the Group did not have any future plans for material investments and capital assets.

Liquidity ratios

As of 30 June 2021, the Group had cash and cash equivalents of approximately RMB61 million (31 December 2020:
approximately RMB56.9 million). The Group’s current ratio and gearing ratio are as follows:

30 June 31 December

2021 2020

(Unaudited) (Audited)

Current ratio 1.46 1.41
Gearing ratio 20.4% 23.2%

Current ratio is calculated by dividing the current assets by the current liabilities as at the respective dates.

Gearing ratio is calculated by dividing the net debt (being total bank and other borrowings and lease liabilities net of cash
and cash equivalents) as at the respective dates by equity attributable to our Shareholders as at the respective dates.

The Group has maintained a net cash position and healthy current and gearing ratios, reflecting its healthy financial position.
The gearing ratio was 20.4% as at 30 June 2021 (31 December 2020: 23.2%). Such decrease was mainly due to the
decrease in total debt resulting from the increase in cash and cash equivalents of approximately RMB4.1 million and the
decrease in short-term bank borrowing of approximately RMB4.3 million.

Significant investments, material acquisitions and disposals

The Group had not made any significant investment, material acquisitions or disposal of subsidiaries, associates or joint
ventures during 1H2021 (1H2020: nil).

Important events after the end of the period

The Group had no significant subsequent event affecting the Group which occurred after 30 June 2021 and up to the date
of this interim report.
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MANAGEMENT DISCUSSION AND ANALYSIS coninved

Capital commitments
As at 30 June 2021, the Group had no capital commitment (1H2020: nil).
Charges on the group’s assets

As at 30 June 2021, the Group'’s property, plant and equipment of RMB11.6 million, trade receivables and contract assets
of totaling RMB1,748.2 million and bank deposit of HK$30 million were pledged as collateral for the Group’s borrowings
(As at 31 December 2020, the Group’s land and buildings of RMB4.9 million, investment properties of RMB2.2 million,
restricted cash of RMB25 million and trade receivables were pledged as collateral for the Group’s borrowings).

Exposure to exchange rate fluctuation

The majority of the Group’s business and bank borrowings are denominated and accounted for in RMB. Therefore, the
Group does not have significant exposure to foreign exchange fluctuation. The Board does not expect that the fluctuation
of RMB exchange rate and other foreign exchange fluctuations will have material impact on the business operations
or financial results of the Group. The Group currently has no hedging policy with respect to the foreign exchange risks,
therefore, the Group has not entered into any hedging transactions to manage the potential fluctuation in foreign currencies.

Contingent liabilities
As at 30 June 2021, the Group did not have any significant contingent liabilities (1H2020: nil).

In April 2012, Shenzhen Wenye Decoration Design Engineering Co., Ltd (“Wenye Decoration”) subcontracted certain
construction works to a subcontractor (the “Subcontractor”), which in turn engaged other subcontractors (“Other
Subcontractors”) to perform the work, while the Other Subcontractors further engaged construction workers to provide
the services. In December 2018, claims in aggregate of approximately RMB9,622,000 were lodged to the trial court against
Wenye Decoration by certain construction workers. In June 2019, a ruling against Wenye Decoration was made by the trial
court and Wenye Decoration was obliged to settle approximately RMB9,347,000 to the construction workers. Based on the
advice from Wenye Decoration’s litigation lawyer, Wenye Decoration has lodged an appeal to the trial court. In November
2019, the trial court has rescinded the original judgement and sent back the case for re-trial. The Directors considered
that Wenye Decoration should not bear any obligation and liability of the claims amount to the construction workers given
the fact that there was no contractual agreement between Wenye Decoration and the construction workers, and Wenye
Decoration had settled all the amounts due to the Subcontractor in relation to the construction works. Accordingly, no
provision was made.

Dividends

The Board does not recommend the payment of an interim dividend for the six months ended 30 June 2021 (1H2020: nil).
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MANAGEMENT DISCUSSION AND ANALYSIS coninved

USE OF PROCEEDS

On the Listing Date, a total of 148,500,000 shares were issued to the public at HK$1.06 per share. The net proceeds
from the Global Offering to be received by the Group, after deduction of the underwriting fees and commissions and other
expenses payable by the Group in connection with the Global Offering were approximately HK$107.4 million.

In light of the difference between the actual and estimated amount of the total net proceeds raised from the IPO (the “Net
Proceeds”), the Group has adjusted the intended use of the Net Proceeds in the same manner and in the same proportion
as shown in the Prospectus.

As of 30 June 2021, the amount of the Net Proceeds which has remained unutilised amounted to approximately HK$14.8
million (equivalent to approximately RMB13.1 million). The below sets out details of the original allocation of the Net
Proceeds, revised allocation of the Net Proceeds (after the adjustment as mentioned above), the utilised and unutilised
amount of the Net Proceeds as of 30 June 2021:

The remaining The amount

net proceeds  utilised during Utilised Unutilised
Original Revised asat  the six months Amount Amount Expected timeline
allocation of allocation of 31 December  ended 30 June (as of 30 (as of 30 of full utilization of the
Net Proceeds ~ Net Proceeds 2020 2021 June 2021) June 2021) remaining proceeds

HKS milion HKS milion HKS milion HKS million HKS million HKS million

Fund the Group's capital needs and cash flow under

its existing and expected projects 61.2% 80.2 6.7 04 04 65.7 - -

Hiring of additional project managers and designers 8.1% 106 8.7 40 20 6.7 20 Onorbefore December 2021

Improvement of the existing branch offices 209% 24 225 140 12 9.7 128 Onorbefore December 2021

General working capital 9.8% 129 105 0 0 105 - -
100% 1311 1074 184 36 926 148

During the six months ended 30 June 2021, the actual application of the net proceeds from the Global Offering were used
according to the plans previously disclosed in the Prospectus. The unutilised amount is expected to be used in accordance
with the Company’s plan as disclosed in the Prospectus. Saved as disclosed, there was no material change or delay in the
use of proceeds.
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MANAGEMENT DISCUSSION AND ANALYSIS coninved

RSU SCHEME

On 13 March 2019, the restricted share unit scheme (the “RSU Scheme”) was approved and adopted by the then
Directors of the Company. The purpose of the RSU Scheme is to incentivize Directors, senior management and employees
of the Group for their contribution to the Group, to attract, motivate and retain skilled and experienced personnel to strive
for the future development and expansion of the Group by providing them with the opportunity to own equity interests in the
Company. Persons eligible to receive RSUs under the RSU Scheme are existing employees, Directors (whether executive or
non-executive, but excluding independent non-executive directors) or officers of the Company or any member of the Group
any person who, in the sole opinion of the Board, has contributed or will contribute to any member of the Group (the “RSU
Eligible Persons”). The Board selects the RSU Eligible Persons to receive RSUs under the RSU Scheme at its discretion.

The RSU Scheme will be valid and effective for a period of ten (10) years, commencing from 13 March 2019 (unless
it is terminated earlier in accordance with its terms). As at 30 June 2021, the remaining life of the RSU Scheme was
approximately seven years and nine months. The maximum number of RSUs that may be granted under the RSU Scheme
in aggregate (excluding RSUs that have lapsed or been cancelled in accordance with the rules of the RSU Scheme) shall be
such number of Shares held or to be held by the trustee for the RSU Scheme for the purpose of the RSU Scheme from time
to time. Further details of the principal terms of the RSU Scheme are set out in the Prospectus.

The Company has appointed Wenye Elite Holdings Limited as the trustee (the “RSU Trustee”) to assist in the administration
of the RSU Scheme. Our Company may (i) allot and issue Shares to the RSU Trustee to be held by the RSU Trustee and
which will be used to satisfy the Shares underlying the RSUs upon exercise and/or (i) direct and procure the RSU Trustee
to receive existing Shares from any Shareholder or purchase existing Shares (either on-market or off-market) to satisfy
the Shares underlying the RSUs upon exercise. The Company shall procure that sufficient funds are provided to the RSU
Trustee by whatever means as the Board may in its absolute discretion determine to enable the RSU Trustee to satisfy its
obligations in connection with the administration of the RSU Scheme.

As at 30 June 2021, no RSU has been granted by the Company pursuant to the RSU Scheme.

As the Restricted Share Unit Scheme does no involve the grant of options to subscribe for any new Shares of the Company,
it is not required to be subject to the provisions under Chapter 17 of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”).

EMPLOYEES AND REMUNERATION POLICIES

As at 30 June 2021, the Group employed a total of 362 employees (30 June 2020: 375 employees). It is the policy of
the Group to provide a regular review on its employees’ pay levels, performance bonus system and other fringe benefits
(including social insurance coverage and sponsored training) to ensure that the remuneration policy is competitive within
the relevant industry. During 1H2021, the employee benefit expenses (including directors’ emoluments) amounted to
approximately RMB19.1 million (1H2020: approximately RMB20.3 million).
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND DEBENTURES OF THE COMPANY AND

ITS

ASSOCIATED CORPORATIONS

As at 30 June 2021, the interests and short positions of the Directors and the chief executive of the Company in the
shares, underlying shares and debentures of the Company and its associated corporations (within the meaning of Part XV
of the Securities and Futures Ordinance (the “SFO”)), which were required (a) to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which they were taken
or deemed to have under such provisions of the SFO); (b) pursuant to Section 352 of the SFO, to be recorded in the register
referred to therein; or (c) to be notified to the Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers contained in Appendix 10 to the Listing Rules (the “Model Code”), were as

follows:
Approximate
Number of  percentage of
Capacity/ Shares held/ issued share
Name of Directors Nature of interest Relevant company interested in capital
(Note 1) (Note 2)
Mr. Fan Shaozhou Founder of a discretionary trust Fanshaozhou Holdings Limited 173,905,150 29.28%
(Note 3)
Beneficial owner 59,592,000 10.03%
Mr. Wan Neng Beneficial owner 4,500,000 0.76%
Mr. Peng Weizhou Interest in a controlled corporation Wenye Elite Holdings Limited 18,561,066 3.12%
(Note 4)
Mr. Deng Guanghui Beneficial owner 9,000,000 1.52%
Mr. Chen Li Founder of a discretionary trust Chenli Holdings Limited (Note 5) 19,350,000 3.26%
Notes:

All interest stated are ordinary shares and long positions.

The percentage represents the total number of the Shares held by each director divided by the number of issued Shares of the Company of
594,000,000 as at 30 June 2021.

Fanshaozhou Holdings Limited (“Fanshaozhou Holdings”) is indirectly wholly-owned by CMB Wing Lung (Trustee) Limited, the Trustee of Modest Faith
Trust (the “Fan Family Trust”). The Fan Family Trust is a discretionary family trust established by Mr. Fan and for the benefit of himself. Accordingly, Mr.
Fan, as the founder and settlor of the Fan Family Trust, is deemed to be interested in such Shares held by Fanshaozhou Holdings for the purpose of
Part XV of the SFO.

Mr. Peng Weizhou holds 18.75% of the share capital of Wenye Elite Holdings Limited (“Wenye Elite Holdings”). Wenye Elite Holdings holds 12.12%
of the issued Shares of our Company directly, and holds 4.54% of the Shares of our Company through its wholly-owned subsidiary, Wenye Innovator
Holdings Limited (‘ESOP Holdings”). ESOP Holdings holds the Shares of our Company as a settlor for the Shares on trust under the Restricted Share
Unit Scheme. Accordingly, Mr. Peng Weizhou is deemed to be interest in 3.12% of the equity interest of our Company for the purpose of Part XV of the
SFO.

Chenli Holdings Limited (“Chenli Holdings”) is indirectly wholly-owned by CMB Wing Lung (Trustee) Limited, the Trustee of Legend Trust (the “Chen
Family Trust”). The Chen Family Trust is a discretionary family trust established by Mr. Chen Li and for the benefit of himself. Accordingly, Mr. Chen Li,
as the founder and settlor of the Chen Family Trust, is deemed to be interested in such Shares held by Chenli Holdings for the purpose of Part XV of the
SFO.
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OTHER INFORMATION (continued)

Save as disclosed above, as at 30 June 2021, none of the Directors nor the chief executive of the Company had any
interests and short positions in the shares, underlying shares and debentures of the Company and any of its associated
corporations (within the meaning of Part XV of the SFO), which were required (a) to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which they
were taken or deemed to have under such provisions of the SFO); (b) pursuant to Section 352 of the SFO, to be recorded in
the register referred to therein; or (c) to be notified to the Company and the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES

As at 30 June 2021, so far as the Directors and the chief executive of the Company are aware of, the following persons
or entities had interests or short positions in the shares or underlying shares of the Company which were required to be
disclosed to the Company and the Stock Exchange under the provisions of Division 2 and 3 of Part XV of the SFO and

recorded in the register referred to in section 336 of the SFO.

Name of Shareholders

Capacity/Nature of interest

Numbers of
Shares held/
interested in

Approximate
percentage of
the issued
share capital

(Note 1) (Note 2)
CMB Wing Lung Trustee Limited Trustee of a trust 193,255,150 32.53%
(Note 3)

Antopex Limited (Note 3) Nominee for another person 193,255,150 32.53%
Fanshaozhou Holdings (Note 3) Beneficial owner 173,905,150 29.28%
Modest Faith Limited (Note 3) Interest in a controlled corporation 173,905,150 29.28%
Ms. Ye Jinhua (ZE£81E) (Note 4) Interest of spouse 233,497,150 39.31%
Wenye Elite Holdings (Note 5) Beneficial owner 72,000,000 12.12%
Interest in a controlled corporation 26,992,350 4.54%
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OTHER INFORMATION (continued)

Notes:
1. All interest stated are ordinary shares and long positions.
2. The percentage represents the total number of the Shares held by each shareholder divided by the number of issued Shares of the Company of

594,000,000 as at 30 June 2021.

3. Antopex Limited is wholly-owned by CMB Wing Lung (Trustee) Limited. CMB Wing Lung (Trustee) Limited is the trustee of the Fan Family Trust and
Chen Family Trust. Antopex Limited is the nominee of the Fan Family Trust and Chen Family Trust and holds the entire equity interest of Modest
Faith Limited and Best On Enterprises Limited on trust. Modest Faith Limited holds the entire equity interest of Fanshaozhou Holdings and Best On
Enterprises Limited holds the entire equity interest of Chenli Holdings. Accordingly, Antopex Limited and CMB Wing Lung (Trustee) Limited are deemed
to be interested in such number of Shares held by Fanshaozhou Holdings and Chenli Holdings and Modest Faith Limited is deemed to be interested in
such number of Shares held by Fanshaozhou Holdings for the purpose of Part XV of the SFO.

4. Ms. Ye Jinhua is the spouse of Mr. Fan Shaozhou. Accordingly, Ms. Ye Jinhua is deemed to be interested in such Shares held by Mr. Fan Shaozhou for
the purpose of Part XV of the SFO.

5. The entire share capital of ESOP Holdings is owned by Wenye Elite Holdings. Accordingly, Wenye Elite Holdings is deemed to be interested in such
Shares held by ESOP Holdings for the purpose of Part XV of the SFO.

Save as disclosed above, as at 30 June 2021, so far as is known by or otherwise notified to the Directors, none of any
person (other than a Director or the chief executive of the Company) had interests or short positions in the Shares or
underlying Shares of the Company which were required to be disclosed pursuant to Divisions 2 and 3 of Part XV of the SFO
or to be recorded in the register referred to in section 336 of the SFO.

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

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any listed securities of the Company during
the six months ended 30 June 2021 (1H2020: nil).

COMPLIANCE WITH THE CODE OR CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high quality corporate governance. The corporate governance principles of
the Company are to promote effective internal management measures, to maintain high quality ethics, transparency,
responsibility and integrity in all aspects of business, to ensure that its business and operations are conducted in
accordance with applicable laws and regulations and to enhance the transparency and accountability of the Board to all
shareholders. The Company’s corporate governance practice is based on the principles and code provisions as set out in
Corporate Governance Code (the “CG Code”) contained in Appendix 14 to the Listing Rules. During the six months ended
30 June 2021, the Company has complied with all the code provisions set out in the CG code, except for the following
deviation.

Under Code Provision A.2.1 of the CG Code, the roles of chairman and chief executive officer should be separated and
performed by different individuals.

The roles of chairman and chief executive officer of the Company are not separated and Mr. Fan Shaozhou (‘Mr. Fan”)
currently holds both positions. Mr. Fan has extensive experience in the decoration and engineering industry and is
responsible for the overall management, decision-making and strategic planning of the Group. He plays a key role in
the growth and business expansion of the Group. The Board believes that vesting the roles of both chairman and chief
executive officer in Mr. Fan has the benefit of ensuring consistent internal leadership within the Group and enables effective
and efficient general strategic planning for the Company. The Board is of the view that the balance of power and authority
achieved by the present arrangement will not be impaired and is adequately ensured by the Board, which currently
comprises experienced and high calibre individuals with sufficient number of independent non-executive Directors.
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OTHER INFORMATION (continued)

Save as disclosed above, the Company has complied with the requirements under all code provisions of the CG Code as
set out in Appendix 14 of the Listing Rules. The Company will continue to review and enhance its corporate governance
practice to ensure the compliance with the CG Code.

CONTINUING DISCLOSURE OBLIGATION PURSUANT TO THE LISTING RULES

The Directors were not aware of any circumstances resulting in the disclosure obligation under Rules 13.20, 13.21 and
13.22 of the Listing Rules.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 to the Listing Rules as its own code of conduct
for dealing in securities in the Company. Having made specific enquiry to all Directors of the Company, all Directors have
confirmed that they have strictly complied with the required standard set out in the Model Code during the six months
ended 30 June 2021. The Board has also adopted the Model Code to regulate all dealings by relevant employees who
are likely to be in possession of unpublished inside information of the Company in respect of securities in the Company as
referred to in Code Provision A.6.4 of the CG Code. After making reasonable enquiry, no incident of non-compliance with
the Model Code by relevant employees of the Company has been noted during the six months ended 30 June 2021.

CHANGES IN DIRECTORS’ OR CHIEF EXECUTIVES’ INFORMATION

The Directors and the chief executive officer confirm that no information is required to be disclosed pursuant to Rule
13.51B(1) of the Listing Rules.

REVIEW OF INTERIM REPORT BY AUDIT COMMITTEE

The Audit Committee has reviewed the Group’s unaudited interim report for the six months ended 30 June 2021, with no
disagreement. The Audit Committee has also reviewed the accounting principles and practices adopted by the Group and
discussed auditing, risk management, internal control and financial reporting matters.

PUBLICATION OF INTERIM REPORT

This interim report is published on the website of the Stock Exchange (www.hkexnews.hk) and the website of the Company
(www.szwyzs.com.cn). The interim report of the Company for the six months ended 30 June 2021 containing all the
information required by the Listing Rules will be dispatched to the shareholders of the Company and made available on the
same websites in due course.

By order of the Board
Wenye Group Holdings Limited
Fan Shaozhou
Chairman and Executive Director

Shenzhen, PRC, 27 August 2021
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

16

Six months ended 30 June

2021 2020
Notes RMB’000 RMB’000
(Unaudited) (Unaudited)
Revenue 7 662,590 301,733
Cost of sales (581,875) (264,565)
Gross profit 80,715 37,168
Other income 8 2,978 2,372
Other (losses)/gains, net 8 (2,484) 387
Selling and marketing expenses (4,700) (4,780)
General and administrative expenses (16,893) (31,509)
Net impairment losses on financial and contract assets (17,756) (22,112)
Operating profit/loss) __ ______________________________ 9 41,860 | _____(18474)
Finance income 605 815
Finance costs (6,941) (7,950)
Finance costs,net | ________________________.________ 10 ___|[[NOSRRRRNIeS%0 _______ (7,139
Profit/(loss) before income tax 35,524 (25,609)
Income tax (expense)/credit 11 (9,267) 3,201
Profit/(loss) for the period 26,257 (22,408)
Profit/(loss) attributable to the owners of the Company
Owners of the Company 26,257 (22,408)
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CONDENSED CONSOUDATED STATEMENT OF COMPREHENSIVE INCOME e

Six months ended 30 June

2021 2020
Notes RMB’000 RMB’000
(Unaudited) (Unaudited)
Other comprehensive income/(loss)
ltem that may be reclassified to profit or loss
Currency translation differences 486 ©)
Other comprehensive income/{loss) for the period | | ________ | __ 8 ) _________O
Total comprehensive income/(loss) for the period attributable
to owners of the Company 26,743 (22,417)
Earnings/(loss) per share attributable to owners
of the Company
— Basic and diluted (RMB) 13 0.04 (0.04)

The above condensed consolidated statement of comprehensive income should be read in conjunction with the
accompanying notes.

WENYE GROUP HOLDINGS LIMITED 17
Interim Report 2021



—

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at As at
30 June 31 December
2021 2020
Notes RMB’000 RMB’000
(Unaudited) (Audited)
ASSETS
Non-current assets
Property, plant and equipment 14 11,591 12,128
Investment properties 14 2,167 2,205
Intangible assets 14 285 595
Right-of-use assets 14 10,609 13,534
Deferred income tax assets 41,590 41,590
Retention receivables and deposits 15 32,268 39,855
_________________________________________________________________ SOSMON 109,907
Current assets
Contract assets 904,608 790,722
Trade and other receivables 15 811,312 951,297
Restricted cash 29,277 43,895
Cash and cash equivalents 60,983 56,856
_______________________________________________________________ . 1842770
Total assets 1,904,690 1,952,677
EQUITY
Equity attributable to owners of the Company
Share capital 16 51 51
Share premium 130,425 130,425
Other reserves 179,120 178,634
Retained earnings 342,951 316,694
Total equity 652,547 625,804
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION s

As at As at
30 June 31 December
2021 2020
Notes RMB’000 RMB’000
(Unaudited) (Audited)
LIABILITIES
Non-current liabilities
Bank borrowings 17 7,500 6,000
Lease liabilities 6,048 9,454
__________________________________________________________________ W 19454
Current liabilities
Trade and other payables 18 955,164 1,084,774
Contract liabilities 52,936 39,620
Lease liabilities 6,823 6,710
Amounts due to related parties - 721
Bank borrowings 17 150,970 155,311
Other borrowings 22,910 24,384
Current income tax liabilities 49,792 49,899
1,238,585 1,311,419
Totalliabililes _ __________________________________________|F. = _ _____ 1,826,878
Total equity and liabilities 1,904,690 1,952,677

The above condensed consolidated statement of financial position should be read in conjunction with the accompanying
notes.
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

20

Attributable to owners of the Company

Non-
Share Share Other  Retained controlling
capital premium reserves earnings  Sub-total interests Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Balance at 1 January 2020 - - 174,387 300,366 474,753 - 474,753
Profit for the period - - - 21,069 21,069 - 21,069
Currency translation differences - - (494) - (494) - (494)
Total comprehensive (loss)/profit
_fortheperiod  ______________ T T @94 ___21.069 205875 _____ T____ 20575
Transactions with owners in their
capacity as owners:
Capitalisation issue 38 (38) - - - - -
Shares issued pursuant to the initial
public offering (the “IPO”) 13 142,770 - - 142,783 - 142,783
Transaction costs attributable to
the IPO - (12,307) - - (12,307) - (12,307)
Transfer to statutory reserves - - 4,741 (4,741) - - -
Total transactions with owners
_Intheir capacity as owners o1 1304 ara (4741) 1304716 __ T 130476
Balance at 30 June 2020 51 130,425 178,634 316,694 625,304 - 625,304
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY  oriuecs

Attributable to owners of the Company

Non-
Share Share Other  Retained controlling
capital premium reserves earnings  Sub-total interests Total

RMB'000 RMB’000 RMB’000 RMB’000 RMB’000 RMB'000 RMB’000

Balance at 1 January 2021 51 130,425 178,634 316,694 625,304 - 625,804
Profit for the period - - - 26,257 26,257 - 26,257
Currency translation differences - - 486 - 486 - 486
Total comprehensive profit

_fortheperiod _____________ T T 4882287 26743 . o274
Balance at 30 June 2021 51 130,425 179,120 342,951 652,547 - 652,547

The above condensed consolidated statement of changes in equity should be read in conjunction with the accompanying
notes.
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

As at As at
30 June 31 December
2021 2020
RMB’000 RMB’000

Cash flows from operating activities
Cash used in operation 19,759 (93,581)
Income tax paid (2,172) (6,745)
Net cash generated from/(used in) operating activities 17,587 (100,326)

Cash flows from investing activities
Purchase of property, plant and equipment (2) (2,716)
Purchase of intangible assets - (132)
Proceeds from disposal of property, plant and equipment - -
Finance income received 605 1,878
Net cash generated from/(used in) investing activities 603 (970)

Cash flows from financing activities
Proceeds from bank and other borrowings 74,389 212,917
Repayments of bank and other borrowings (78,704) (215,384)
Proceeds from finance lease - -
Payment for principal of lease liabilities (3,293) (2,623)
Payment for interest of lease liabilities (492) (1,049)
Finance cost paid (6,449) (12,859)
Proceeds from the issue of shares by the IPO - 142,783
Payment of listing expenses - (12,307)
Net cash (used in)/generated from financing activities (14,549) 111,478
Net increase in cash and cash equivalents 3,641 10,182
Cash and cash equivalents at beginning of the year 56,856 46,684
Effect of foreign exchange rate changes 486 (10)
Cash and cash equivalents at end of the year 60,983 56,856
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NOTES TO THE CONDENSED CONSOLDATED INTERIM FINANCIAL INFORMATION

1. GENERAL INFORMATION

Wenye Group Holdings Limited (the “Company”) was incorporated in the Cayman Islands on 13 November 2018
as an exempted company with limited liability under Companies Law Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands. The address of the Company’s registered office is Floor 4, Willow House, Cricket
Square, Grand Cayman KY1-9010, Cayman Islands.

The Company is an investment holding company and its subsidiaries (together, the “Group”) are principally engaged
in provision of interior and exterior building decoration and design services in the People’s Republic of China (the
“PRC").

The shares of the Company were listed on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 14 January 2020 (the “Listing”).

The condensed consolidated interim financial information are presented in Renminbi (‘RMB”), unless otherwise
stated.

2. BASIS OF PREPARATION
This condensed consolidated interim financial information for the six months ended 30 June 2021 has been prepared
in accordance with Hong Kong Accounting Standard (“HKAS”) 34 “Interim Financial Reporting” issued by the
Hong Kong Institute of Certified Public Accountants (the “HKICPA”). The condensed consolidated interim financial
information should be read in conjunction with the annual financial statements of the Company for the year ended
31 December 2020, which have been prepared in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the HKICPA.

3. SUMMARY OF ACCOUNTING POLICIES

The accounting policies applied are consistent with those as described in the annual financial statements for the year
ended 31 December 2020, except for the adoption of new and amended standards as set out below.

() Amended standards and revised conceptual framework adopted by the Group
The Group has applied the following amendments which are mandatory for the financial year beginning
1 January 2021 and are relevant to its operations:

Amendments to HKAS 39, HKFRS 4, Interest rate benchmark reform — Phase 2
HKFRS 7, HKFRS 9 and HKFRS 16

The amendments listed above did not have any impact on the amounts recognised in prior periods and are not
expected to significantly affect the current or future periods.
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NOTES TO THE CONDENSED CONSOLDATED INTERIM FINANCIAL INFORMATION s

3. SUMMARY OF ACCOUNTING POLICIES (continued)
(ii) New standards, amendments and annual improvement which are not yet effective
for this financial period and have not been early adopted by the Group
The Group has not early adopted the following new standards, amendments and annual improvement that have
been issued but are not yet effective for the period:

Effective for
accounting periods
beginning on

or after

Amendments to annual Annual improvements 2018-2020 cycle 1 January 2022
improvements project

Amendments to HKAS 1 Presentation of financial statements on 1 January 2023

classification of liabilities
Amendments to HKAS 1 Disclosure of accounting policies 1 January 2023
and Practice Statement 2

Amendments to HKAS 8 Definition of accounting estimates 1 January 2023

Amendments to HKAS 16 Property, plant and equipment: 1 January 2022
Proceeds before intended use

Amendments to HKAS 37 Onerous contracts: Costs of fulfiling a contract 1 January 2022

Amendments to HKFRS 3 Reference to the conceptual framework 1 January 2022

Amendments to HKFRS 16 COVID-19-Related rent concessions beyond 1 January 2022
30 June 2021

Amendments to HKFRS 10 Sale or contribution of assets between an To be determined

and HKAS 28 investor and its associate or joint venture
HKFRS 17 Insurance contracts 1 January 2023

The Group has not adopted any new or amended standards on interpretations that are not yet effective for
interim period.
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NOTES TO THE CONDENSED CONSOLDATED INTERIM FINANCIAL INFORMATION e

4. ESTIMATES
The preparation of condensed consolidated interim financial information requires management to make judgements,
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets and
liabilities, income and expense.

In preparing this condensed consolidated interim financial information, the significant judgements made by
management in applying the Group’s accounting policies and the key sources of estimation uncertainty were the
same as those that applied to the consolidated financial statements for the year ended 31 December 2020.

5. FINANCIAL RISK MANAGEMENT
5.1 Financial risk factors
The Group’s activities expose it to a variety of financial risks: market risk (including foreign currency risk, cash
flow and fair value interest rate risks), credit risk and liquidity risk.

The condensed consolidated interim financial information does not include all financial risk management
information and disclosures required in the annual financial statements, and should be read in conjunction with
the Group’s annual financial statements as at 31 December 2020.

There have been no changes in the risk management policies since year end.

5.2 Liquidity risk
Compared to year end, there was no material changes to the policies and practices for the Group’s liquidity
and capital risks management as described in the consolidated financial statements for the year ended 31
December 2020.

5.3 Fair value estimation
The carrying amounts of the Group’s financial assets, including cash and cash equivalents, restricted cash,
trade and other receivables and financial liabilities including trade and other payables, bank and other
borrowings, lease liabilities and amount due to related parties are assumed to approximate their fair values due
to their maturities. The carrying amounts of non-current trade and other receivables approximate their fair values
which are estimated based on the discounted cash flows.
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NOTES TO THE CONDENSED CONSOLDATED INTERIM FINANCIAL INFORMATION s

SEGMENT INFORMATION

Management has determined the operating segments based on the reports reviewed by chief operation decision-
maker (“CODM”). The CODM, who is responsible for allocating resources and assessing performance of the operating
segment, has been identified as the executive director of the Company.

The Group is principally engaged in provision of interior and exterior building decoration and design services in the
PRC. The CODM reviews the operating results of the business as one segment to make decisions about resources to
be allocated. Therefore, the CODM regards that there is only one segment which is used to make strategic decisions.
Revenue and profit before income tax are the measure reported to the CODM for the purpose of resources allocation
and performance assessment.

All of the Group’s revenue is derived in the PRC during the six months ended 30 June 2021 (2020: Same).
As at 30 June 2021, all of the non-current assets were located in the PRC (31 December 2020: Same).

The revenue from external parties is derived from numerous external customers and the revenue reported to the
CODM is measured in a manner consistent with that in the condensed consolidated interim financial information.

REVENUE

Disaggregation of revenue from contracts with customers

Six months ended 30 June

2021 2020
RMB’000 RMB’000
(Unaudited) (Unaudited)
Revenue from construction services 657,555 292,878
Design service income 5,035 8,855
662,590 301,733

Timing of revenue recognition
Over time 662,590 301,733
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NOTES TO THE CONDENSED CONSOLDATED INTERIM FINANCIAL INFORMATION e

8. OTHER INCOME AND OTHER (LOSSES)/GAINS, NET

Six months ended 30 June

2021 2020
RMB’000 RMB’000
(Unaudited) (Unaudited)
Other income

Government grants (Note i) 2,026 -
Rental income from investment properties 437 1,793
Compensation from lawsuit 515 579
2,978 2,372

Other (losses)/gains, net
Penalty of lawsuit (Note i) (1,971) (2,020)
(Loss)/gain from foreign currency exchange (333) 2,666
Others (180) (259)
(2,484) 387

Notes:

[0] Government grants are under no unfulfilled conditions or other contingencies attaching to these grants. The Group did not benefit directly from
any other forms of government assistance.

(ii) The Group made provision in relation to several legal cases in which the Group either lost the lawsuit or which is expected that the results of
these cases are not in favour of the Group.
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NOTES TO THE CONDENSED CONSOLDATED INTERIM FINANCIAL INFORMATION s

EXPENSES BY NATURE

The following items have been charged to the condensed consolidated interim financial information during the period:

Depreciation of property, plant and equipment (Note 14)
Depreciation of investment properties (Note 74)
Amortisation of intangible assets (Note 714)

Depreciation of right-of-use assets (Note 14)

Legal and professional fees

Listing expenses

Six months ended 30 June

2021
RMB’000
(Unaudited)

493
38
310
2,925
1,793

2020
RMB’000
(Unaudited)

1,759
1,257
226
3,497
2,628
12,277

10. FINANCE COSTS, NET

Six months ended 30 June

2021 2020
RMB’000 RMB’000
(Unaudited) (Unaudited)

Finance income:
= Interest income from bank deposits __________________________|FSSSS 805 _________B1

Finance costs:

— Interest expense on bank and other borrowings (6,449) (6,269)
— Interest expense on lease liabilities (492) (1,681)
oo N  ______(7.950)
Finance costs, net (6,336) (7,135)
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NOTES TO THE CONDENSED CONSOLDATED INTERIM FINANCIAL INFORMATION e

11. INCOME TAX EXPENSE/(CREDIT)
Current taxation primarily represented the provision for PRC Corporate Income Tax (“CIT”) for companies operating
in the PRC. These companies are subject to CIT on their taxable income as reported in their respective statutory
financial statements adjusted in accordance with the relevant tax laws and regulations in the PRC. Pursuant to the
PRC Corporate Income Tax Law, the CIT rate for domestic enterprises and foreign invested enterprises is 25% (2020:
25%).

The amount of income tax expenses/(credit) charged to the condensed consolidated statement of comprehensive
income represents:

Six months ended 30 June

2021 2020

RMB’000 RMB’000

(Unaudited) (Unaudited)

Current income tax 9,267 2,327
Deferred income tax - (5,528)
9,267 (3,201)

12. DIVIDEND
No dividend has been paid or declared by the Company for the six months ended 30 June 2021 (2020: Same).

13. EARNINGS PER SHARE ATTRIBUTABLE TO OWNERS OF THE COMPANY FOR
THE PERIOD - BASIC AND DILUTED
(a) Basic
Basic earnings per share is calculated by dividing the profit/(loss) attributable to the owners of the Company by
the weighted average number of ordinary shares in issue during the respective periods.

Six months ended 30 June

2021 2020

(Unaudited) (Unaudited)

Profit/(loss) attributable to owners of the Company (RMB’000) 26,257 (22,408)
Weighted average number of shares in issue (number of shares) 594,000,000 583,004,015
Basic earnings/(loss) per share (RMB) 0.04 (0.04)

(b) Diluted
Diluted earnings per share presented is the same as the basic earnings per share as there was no potentially
dilutive ordinary share outstanding during the six months ended 30 June 2021 (2020: Same).
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NOTES TO THE CONDENSED CONSOLDATED INTERIM FINANCIAL INFORMATION s

30

14. PROPERTY, PLANT AND EQUIPMENT, INVESTMENT PROPERTIES, INTANGIBLE
ASSETS AND RIGHT-OF-USE ASSETS

Property,
plant and Investment Intangible Right-of-
equipment properties assets use assets Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
For the six months ended
30 June 2021
Opening net book amount
as at 1 January 2021 12,128 2,205 595 13,534 28,461
Disposal (44) - - - (44)
Depreciation and amortisation
(Note 9) (493) (38) (310) (2,925) (3,765)
Closing net book amount
as at 30 June 2021 11,591 2,167 285 10,609 24,652
For the six months ended
30 June 2020
Opening net book amount
as at 1 January 2020 23,041 14,619 927 17,067 55,654
Additions 2,014 - 129 15,447 17,590
Depreciation and amortisation
(Note 9) (1,759) (1,257) (226) (3,497) (6,739)
Closing net book amount
as at 30 June 2020 23,296 13,362 830 29,017 66,505
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NOTES TO THE CONDENSED CONSOLDATED INTERIM FINANCIAL INFORMATION e

15. TRADE AND OTHER RECEIVABLES

As at As at
30 June 31 December
2021 2020
RMB’000 RMB’000
(Unaudited) (Audited)
Trade receivables 885,264 1,019,769
Less: provision for impairment of trade receivables (219,482) (202,041)
Trade receivables, net o SeouEem 817,728
Retention receivables 105,245 109,704
Less: provision for impairment of retention receivables (2,046) (2,047)
Retention receivables, net o vishle) 107,657
Deposits 23,408 25,385
Less: provision for impairment of deposits (1,400) (1,400)
Deposits, net . R
Bills receivable 10,464 3,340
Prepayments 14,721 9,579
Advances to staff 9,342 6,166
Compensation receivable from termination of a lease contract - 10,000
Loan receivable 1,477 10,843
Other receivables 16,587 1,854
________________________________________________________ B 991152
Less: non-current portion:
Deposits - (2,981)
Retention receivables (32,268) (36,874)
B e e s T s - D . . (59590)
Current portion 811,312 951,297
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NOTES TO THE CONDENSED CONSOLDATED INTERIM FINANCIAL INFORMATION s

15. TRADE AND OTHER RECEIVABLES (continued)

(a) The credit terms of trade receivables are generally stated as up to 60 days from the invoice date. The ageing

(b)

WENYE GROUP HOLDINGS LIMITED

analysis of the trade receivables based on the invoice date is as follows:

As at As at
30 June 31 December
2021 2020
RMB’000 RMB’000
(Unaudited) (Audited)
Unbilled revenue 729,722 785,251
Within 30 days 306 25,485
31 days to 6 months 12,930 44,181
6 months to 1 year 25,315 45,587
1 year to 2 years 45,454 25,606
2 years to 3 years 21,208 30,251
Over 3 years 50,329 63,408
885,264 1,019,769

The ageing analysis of the bill receivables based on the invoice date is as follows:
As at As at
30 June 31 December
2021 2020
RMB’000 RMB’000
(Unaudited) (Audited)
Within 30 days 4,208 1,207
31 days to 6 months 1,884 1,883
6 months to 1 year 4,322 200
1 year to 2 years 50 50
10,464 3,340

Interim Report 2021




15. TRADE AND OTHER RECEIVABLES (continued)

-y

NOTES TO THE CONDENSED CONSOLDATED INTERIM FINANCIAL INFORMATION e

(c) Retention receivables represented amounts due from customers upon completion of the free maintenance
period of the construction work, which normally lasts from 1 to 2 years. The ageing analysis of the retention

receivables based on the retention period expiry date is as follows:

As at As at
30 June 31 December
2021 2020
RMB’000 RMB’000
(Unaudited) (Audited)
Within 1 year 72,977 72,830
1 year to 2 years 32,268 36,874
105,245 109,704
16. SHARE CAPITAL
Equivalent
Number of nominal value

ordinary shares

of ordinary share

RMB’000
Authorised:
3,800,000,000 shares of HK$0.0001 each at 31 December 2020
and 30 June 2021 3,800,000,000 327
Issued:
Balance at 31 December 2020 and 30 June 2021 (Unaudited) 594,000,000 51
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NOTES TO THE CONDENSED CONSOLDATED INTERIM FINANCIAL INFORMATION s

34

17. BANK BORROWINGS

As at As at
30 June 31 December
2021 2020
RMB’000 RMB’000
(Unaudited) (Audited)

Non-current
Bank borrowings 7,500 6,000

Current

Bankbowowings . ________________| _____ 150970 | 155,311
Total bank borrowings 158,470 161,311

Bank borrowings due for repayment, based on the scheduled repayment terms set out in the loan agreements are as

follows:
As at As at
30 June 31 December
2021 2020
RMB’000 RMB’000
(Unaudited) (Audited)
Within 1 year 150,970 155,311
Between 1 and 2 years 7,500 6,000
158,470 161,311
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NOTES TO THE CONDENSED CONSOLDATED INTERIM FINANCIAL INFORMATION e

17. BANK BORROWINGS (continued)
The bank borrowings bear interest at floating rate that are market dependent. The weighted average interest rates
during the period/year were as follows:

As at As at

30 June 31 December

2021 2020

(Unaudited) (Audited)

Bank borrowings 5.9% 5.5%

As at 30 June 2021, the Group had aggregate banking facilities of RMB181,680,000 (31 December 2020:
RMB183,918,000). The Group’s banking facilities are subject to annual review and are secured and guaranteed by:

(i) The Group’s land and buildings of RMB4,846,000 as at 30 June 2021 (31 December 2020: RMB4,900,000)
(Note 14);

(i)  The Group’s trade receivables (Note 15);

(i)  Certain properties owned by the shareholders, Mr. Fan Shaozhou, Mr. Wan Neng and Mr. Peng Weizhou; related
parties, Ms. Ye Jinhua and Ms. Li Guoying; and certain family members of Mr. Fan Shaozhou, the controlling
shareholder as at 30 June 2021 (2020: shareholders, who are Mr. Fan Shaozhou, Mr. Wan Neng and Mr. Peng
Weizhou; and related parties, Ms. Ye Jinhua and Ms. Li Guoying); and

(iv)  Limited personal guarantee executed by the shareholders, Mr. Fan Shaozhou, Mr. Wan Neng, Mr. Peng
Weizhou, Mr. Chen Li, Mr. Deng Guanghui and Mr. Lin Yongai; related parties, Ms. Ye Jinhua and Ms. Li
Guoying; and certain family members of Mr. Fan Shaozhou, the controlling shareholder (2020: shareholders,
who are Mr. Fan Shaozhou, Mr. Chen Li, Mr. Deng Guanghui, Mr. Wan Neng, Mr. Lin Yongqi, Mr. Peng Weizhovu;
and related parties, Ms. Ye Jinhua and Ms. Li Guoying).
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18. TRADE AND OTHER PAYABLES

As at As at
30 June 31 December
2021 2020
RMB’000 RMB’000
(Unaudited) (Audited)
Trade payables 745,775 844,552
Bills payables 18,680 12,738
____________________________________________________________ B 557290
Accruals and other payables

— Accrued staff benefits 15,314 10,524
— Other taxes payable 151,384 138,779
— Accruals for listing expenses - 3,106
— Other accruals and other payables 24,011 25,075
____________________________________________________________ L, 1773
955,164 1,034,774

The ageing analysis of the trade and bills payables based on invoice date is as follows:
As at As at
30 June 31 December
2021 2020
RMB’000 RMB’000
(Unaudited) (Audited)
Within 30 days 438,365 665,965
31 days to 6 months 95,184 100,137
6 months to 1 year 107,776 21,757
1 year to 2 years 60,502 51,046
2 year to 3 years 23,591 12,897
Over 3 years 39,037 5,488
764,455 857,290

WENYE GROUP HOLDINGS LIMITED
Interim Report 2021




-y

NOTES TO THE CONDENSED CONSOLDATED INTERIM FINANCIAL INFORMATION e

19. COMMITMENTS
(@) Operating lease commitments — Group as lessor
The Group leases various office premise under non-cancellable operating lease. The leases terms are between 1
to 5 years, and the majority of lease agreements are renewable at the end of the lease period at market rate.

The future aggregate minimum lease receivables under non-cancellable operating leases are as follows:

As at As at

30 June 31 December

2021 2020

RMB’000 RMB’000

(Unaudited) (Audited)

No later than 1 year 680 669
Later than 1 year and no later than 5 years 610 952
1,290 1,621

(b) Capital commitments
As at 30 June 2021, the Group and the Company did not have any significant capital commitments (31
December 2020: Nil).

20. RELATED PARTY TRANSACTIONS
Parties are considered to be related to the Group if the party has the ability, directly or indirectly, to exercise significant
influence over the Group in making financial and operating decisions. Related parties may be individuals (being
members of key management personnel, significant shareholder and/or their close family members) or other entities
and include entities which are under the significant influence of related parties of the Group where those parties are
individuals. Parties are also considered to be related if they are subject to common control.

(a) The directors are of the view that the following companies were related parties that had material transactions or
balances with the Group during the six months ended 30 June 2021:

Name of related parties Relationship with the Group

Mr. Fan Shaozhou Controlling shareholder

Mr. Wan Neng Shareholder

Mr. Peng Weizhou Shareholder

Mr. Chen Li Shareholder

Mr. Deng Guanghui Shareholder

Mr. Lin Yongai Shareholder

Ms. Ye Jinhua Spouse of Mr. Fan Shaozhou, the controlling shareholder
Ms. Li Guoying Spouse of Mr. Wan Neng, shareholder
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20. RELATED PARTY TRANSACTIONS (continued)

(b)

(c)

Key management compensation

Six months ended 30 June

2021 2020

RMB’000 RMB’000

(Unaudited) (Unaudited)

Salaries and allowances 1,181 1,268
Others - 70

Guaranteed by shareholders and related parties

Certain banking facilities available to the Group were secured by limited guarantees provided by the
shareholders, Mr. Fan Shaozhou, Mr. Wan Neng, Mr. Peng Weizhou, Mr. Chen Li, Mr. Deng Guanghui and
Mr. Lin Yonggqi; and related parties, who are Ms. Ye Jinhua and Ms. Li Guoying as at 30 June 2021 (2020:
shareholders, who are Mr. Fan Shaozhou, Mr. Wan Neng, Ms. Huang Jin, Mr. Lin Yongaji, Mr. Chen Li, Mr. Deng
Guanghui, Mr. Peng Weizhou and related parties, who are Ms. Ye Jinhua and Ms. Li Guoying) as disclosed
in Note 17. Certain banking facilities available to the Group were also secured by properties owned by the
shareholders, Mr. Fan Shaozhou, Mr. Wan Neng and Mr. Peng Weizhou; and related parties, who are Ms. Ye
Jinhua and Ms. Li Guoying as at 30 June 2021 (2020: shareholders, who are Mr. Fan Shaozhou, Mr. Wan Neng
and Mr. Peng Weizhou; and related parties, Ms. Ye Jinhua and Ms. Li Guoying) as disclosed in Note 17.

21. CONTINGENT LIABILITIES

The Group has the following material contingent liabilities:

U)

In April 2012, Shenzhen Wenye Decoration Design Engineering Co., Ltd (“Wenye Decoration”) subcontracted
certain construction works to a subcontractor (the “Subcontractor”), which in turn engaged other
subcontractors (“Other Subcontractors”) to perform the work, while the Other Subcontractors further
engaged construction workers to provide the services. In December 2018, claims in aggregate of approximately
RMB9,622,000 were lodged to the trial court against Wenye Decoration by certain construction workers.
In June 2019, a ruling against Wenye Decoration was made by the trial court and Wenye Decoration was
obliged to settle approximately RMB9,347,000 to the construction workers. Based on the advice from Wenye
Decoration’s litigation lawyer, Wenye Decoration has lodged an appeal to the trial court. In November 2019, the
trial court has rescinded the original judgement and sent back the case for re-trial. The directors considered that
Wenye Decoration should not bear any obligation and liability of the claims amount to the construction workers
given there was no contractual agreement between Wenye Decoration and the construction workers, and
Wenye Decoration had settled all the amounts due to the Subcontractor in relation to the construction works.
Accordingly, no provision was made.
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