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JUTAL OFFSHORE OIL SERVICES LIMITED

FINANCIAL HIGHLIGHTS

1. RESULTS (RMB)
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2. BASIC AND DILUTED EARNINGS PER SHARE
Basic and diluted earnings per share were RMB0.0066 and RMBO0.0065 respectively in 2021.

3. DIVIDEND

The Board does not recommend the payment of final dividend for the year ended 31 December 2021.
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CHAIRMAN’S STATEMENT

Dear Shareholders,

On behalf of the board of directors (the “Board”) of Jutal Offshore Oil Services
Limited (the “Company”), | am pleased to present the annual report of the
Company and its subsidiaries (the “Group”) for the year ended 31 December
2021 to the shareholders.

BUSINESS REVIEW

The Group is principally engaged in the provision of integrated services including high-end equipment fabrication and
engineering services to customers in the energy, refinery and chemical industries. We have two large-scale equipment
fabrication bases in Penglai site and Zhuhai site and provide the construction of large-scale module, offshore engineering and
new energy equipment. During the reporting year, the Group continued to optimise our management structure, strengthened
our monitoring on management, concentrated our resources on the construction of projects in hand and completed the
delivery of several large-scale projects.

The core module construction project of the North American GCGV natural gas chemical plant was undertaken by the
Penglai site of the Group in 2018. We commenced site construction in early 2019 and successfully completed and finally
delivered in March 2021. The GCGV project is a chemical plant with an annual output of 1.8 million tonnes of ethylene. It is
also the first time in the industry that the entire chemical plant has been designed and constructed in a modular manner. The
Penglai site undertook the construction of a total of 40 core modules, including the four largest cracking furnace modules
in the world. During the construction period of more than two years, faced with various challenges such as huge workload,
tight schedule, concentrated delivery, design adjustments, and the impact of the epidemic, the project team planned closely,
overcame difficulties, organised a team of more than 5,000 construction personnel, and successfully realised the project
quallity target. All ship deliveries were on time or ahead of schedule, achieving a total of 22.3 million safe working hours. The
Penglai site has been highly recognised by the customer, and was thus awarded the “Best Site”, “Best Team” and “Excellent
Completion” by the customer.

The core module construction for the production line of Arctic LNG 2, another large-scale project implemented by the
Penglai site of the Group, completed the delivery of three 10,000-tonne modules under the first train in end November
2021. Arctic LNG 2 is the second Arctic LNG production project having a total of three LNG production lines with an annual
production capacity of 6.60 million tonnes. In July 2019, the Penglai site undertook the construction of the most important
and complicated compressor and generator modules of two trains, including the world’s most advanced and largest turbine
compressors and generators by far and also the first ever installation and application equipment globally. A single module
weighs approximately 10,000 tonnes and the construction faces tremendous difficulties and a tight schedule. From the
official start of site construction in December 2019, thousands of constructors from various countries overcame the impacts
of the epidemic reoccurrence, meticulously organised the design, procurement of materials, construction and other aspects
of the work, overcame difficulties, promoted innovation and improved work efficiency, achieving the upgrading of the
construction capability and efficiency improvement on various aspects. As at the end of 2021, the construction of this project
has achieved over 20 million safe working hours.
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JUTAL OFFSHORE OIL SERVICES LIMITED

CHAIRMAN’S STATEMENT

The Group’s Zhuhai site undertook the manufacturing of 50 sets of offshore wind power equipment for an European offshore
wind farms in the middle of 2020 as well as the fabrication of topside modules for FPSO and other projects. Owing to the
fact that the progress is behind schedule and the significant increase in costs, some on-going projects recorded significant
losses during the reporting year, thereby affecting the annual performance of the Group. Based on relevant conditions,
the Group adopted various measures to actively respond to and solve the issues in the second half year. For example, the
Group transferred some construction works to the Penglai site to accelerate the work progress, adjusted and optimised the
management structure and procedures and implemented innovative construction technologies to improve the efficiency,
quality and effectiveness of the construction.

The Group implements comprehensive risk identification based on the project construction plan and detail-oriented on-site
change management. Teams that are responsible for health, environmental protection and safety of all projects conduct
careful risk identification and take advance move in updating with reference to the construction plans. They conduct
meticulous planning based on experience and lessons learned and further formulate response measures on possible
abnormal conditions in reacting to emergency and particular conditions on site in a timely manner.

The Group proactively improves the professional quality of employees through trainings on job skills, safety and quality
activities, on-the-job trainings, skill contests and other forms of activities. We organise diversified staff activities to stimulate
employees, convey corporate caring concept, strengthen communications and coordinate in solving problems to promote
the improvement of management.

During the year, the Group constantly enhanced measures on COVID-19 prevention and control, conducted strict personnel
management and ensured regulated, normalised and all-dimensional prevention and control with no careless omissions. We
actively arranged vaccination for all employees to ensure the stable and parallel progress in COVID-19 prevention and control
and the production and operation of the enterprise.

In order to strengthen the future capacities of the Zhuhai site of the Group for undertaking business and product shipment, in
the first half of 2021, the Group initiated the project of No. 2 pier construction for Zhuhai Site and completed the preliminary
feasibility report as well as the preparation of investment budget and construction plan which were subject to further approval
by the government. Meanwhile, we also built, reconstructed and upgraded certain other plants and production facilities.
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PROSPECTS

The global economy recorded substantial recovery growth and the crude oil prices kept surging in 2021. It is expected
that the world economy will continue its orderly recovery path in 2022. However, the reoccurrence of the global COVID-19
epidemic and international geopolitical conflicts brought about a complicated and changing external environment. As a result
of the increasing emphasis on energy security and the expected intensifying fluctuations of crude oil prices in the future,
energy and chemical industries will also face various challenges, in which they will bring uncertainties to some projects that
are tracking by the Group.

Some large projects of the Group in hand will be completed successively in 2022 and undertaking subsequent orders are
the paramount tasks that need to be practically faced and solved by the Group. The Group will invest more resources
in consolidating and enhancing market organisation, improve marketing capability, boost efforts in market development,
strengthen and improve decision-making mechanisms, seize significant bidding opportunities, study, formulate and
implement effective market strategies and incentive measures, enhance communications with customers and actively seek
market orders.

In order to closely follow the development trend of all projects in future and seize market development opportunities, the
Group will pay close attention to the layout of the energy market and keep an eye on the module and ocean engineering
market with the focus on core markets and advantageous products. We will vigorously cultivate and improve offshore wind
power equipment and other new energy products, so as to develop the comprehensive service capability on various energy
systems and fields.

The continuous enhancement of the core competitiveness is the long-term impetus to the sustainable development of the
Group. The Group will continue to invest in the transformation of site facilities in due time to improve construction efficiency,
reduce construction cost and increase manufacturing capability on complicated process modules. Meanwhile, it will improve
the design and procurement capabilities on process modules to enhance market competitiveness.

The Group will conduct an in-depth analysis on all links of the current operation of the Company, including production,
projects, quality and sub-contracting management, conduct in-depth study and formulate various improvement strategies,
adjust organisational structure, enhance management and control, specify responsibility and evaluation mechanisms and
implement quality standards stringently. All business units have adopted various measures to control costs and fees and
improve efficiency.

The Group will also actively seek and study new business opportunities and expand new business market through
acquisitions, cooperation and other methods to promote business transformation.

By Order of the Board
WANG Lishan

Chairman

Hong Kong, 31 March 2022
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JUTAL OFFSHORE OIL SERVICES LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS

1.

FINANCIAL AND BUSINESS REVIEW

Revenue

In year 2021, the Group recorded a revenue of approximately RMB3,981,612,000 representing an increase of 9.17%
or RMB334,429,000 as compared with year 2020. Among others, revenue from the fabrication of facilities and
provision of integrated services for oil and natural gas industries increased by 2.72% or RMB77,378,000 as compared
with that of year 2020; the revenue from the fabrication of facilities and provision of integrated services for new energy
and refining and chemical industries increased by 33.34% or RMB259,765,000 as compared with that of year 2020,
which was mainly due to the contribution from the offshore wind power farm facilities project; other businesses
mainly represents provision of subwater technical support services and provision of technical support services for
the shipbuilding industry, and the revenue decreased by 11.60% or RMB2,714,000 as compared to last year, the
workload of such business remained at a lower level.
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The table below sets out the analysis of revenue by business segments for the years 2021, 2020 and 2019
respectively:

For the financial year ended 31 December

2021 2020 2019
Percentage to Percentage to Percentage to
total revenue total revenue total revenue
Business Segments RMB’000 (%) RMB'000 (%) RMB'000 (%)

1 Fabrication of facilities and provision

of integrated services for oil and

gas industries 2,922,044 73 2,844,666 78 1,616,399 92
2 Fabrication of facilities and provision

of integrated services for

new energy and refining and

chemical industries 1,038,885 26 779,120 21 126,480 7
3. Others 20,683 1 23,397 1 17,745 1
Total 3,981,612 100 3,647,183 100 1,760,624 100

Cost of sales and services

Cost of sales and services of the Group amounted to approximately RMB3,697,996,000 in year 2021, representing
an increase of 15.58% or RMB498,562,000 as compared with RMB3,199,434,000 in year 2020. Cost of sales
and services comprised direct costs and manufacturing overheads. Direct costs in the current year amounted to
approximately RMB3,364,114,000, representing 90.97% of the total cost of sales and services, and an increase of
RMB431,123,000 or 14.70% from BRMB2,932,991,000 of last year. The Group calculates the cost of sales and services
of projects on an order-by-order basis. Since the composition of cost differs for each project, the composition of cost
of sales and services varies from project to project. Manufacturing overheads has increased by RMB67,439,000 or
25.31% from RMB266,443,000 of the corresponding period of last year to approximately RMB333,882,000 in current
reporting period.
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JUTAL OFFSHORE OIL SERVICES LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS

Gross profit

The total gross profit of the Group for the year 2021 amounted to approximately RMB283,616,000, representing
an decrease of 36.66% or RMB164,133,000 as compared with RMB447,749,000 in year 2020. The overall gross
profit margin dropped to 7.12% from 12.28% of last year. The gross profit margin of the fabrication of facilities and
provision of integrated services for oil and natural gas industries rose from 13.20% in year 2020 to 14.38%; the
gross profit margin of the fabrication of facilities and provision of integrated services for new energy and refining and
chemical industries dropped from 9.27% in year 2020 to negative 13.19%, which was mainly due to lagging progress
and substantial increase in costs of some of the ongoing projects in the Zhuhai site; the gross profit margin of other
businesses rose from 0.51% in year 2020 to 2.21%. The changes in business structure resulted in varying changes
in the gross profit margin of different business segments during the year. The overall gross profit margin dropped
significantly which was mainly due to some of the ongoing projects in the Group’s Zhuhai site recorded a significant
loss in the year.

The following shows the breakdown of gross profit/(loss) by business segments for the years 2021, 2020 and 2019
respectively:

For the financial year ended 31 December

2021 2020 2019
Percentage Percentage Percentage
Gross profit to total Gross profit to total Gross profit to total
margin gross profit margin - gross profit margin - gross profit
Business Segments RMB’000 (%) (%) RMB'000 (%) (%)  RMB'000 (%) (%)

1 Fabrication of faciities and

provision of integrated

services for oil and

gas industries 420,234 14 148 375,425 13 84 328,989 20 108
2 Fabrication of facilities and

provision of integrated

services for new energy

and refining and

chemical industries (137,074) (13) (48) 72,204 9 15 (7,649) 6) v
3 Others 456 2 0 120 1 1 (1,046) ©6) (1)

Total 283,616 100 447,749 100 320,204 100
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Other income

Other income of the Group in year 2021 amounted to approximately RMB63,408,000, mainly comprising in the gains
on forward settlement contracts, income from government grants and interest income.

Administrative and other operating expenses

Administrative and other operating expenses in aggregate increased by 25.52% or RMB67,164,000 as compared with
that of year 2020 to approximately RMB330,375,000, primarily resulting from the increase in share based payment
expenses and staff remuneration.

Finance costs

Finance costs in aggregate amounted to approximately RMB29,586,000 in year 2021, which was mainly comprised
of interests on bank borrowings of approximately RMB22,935,000 and bank charges and other finance costs of
approximately RMB6,651,000.

Profit attributable to owners of the Company and earnings per share

In summary, in year 2021, profit attributable to owners of the Company amounted to approximately RMB11,024,000,
which represented an decrease of 92.49% or RMB135,688,000 as compared to that of RMB146,712,000 in year
2020. Basic and diluted earnings per share attributable to owners of the Company for year 2021 were RMB0.0066 and
RMBO0.0065 respectively.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2021, the working funds (cash and cash equivalent) of the Group amounted to approximately
RMB666,970,000 (2020: RMB1,191,173,000). During the year, net cash inflow from operating activities amounted to
approximately RMB78,546,000, net cash outflow from investing activities amounted to approximately RMB54,210,000,
and net cash outflow from financing activities amounted to approximately RMB535,201,000.

As at 31 December 2021, the Group had approximately RMB397,830,000 (2020: RMB332,940,000) of available
undrawn banking facilities. Available undrawn banking facilities include bank borrowings, letters of credit, etc. but
exclude bank guarantees.

As at 31 December 2021, the Group had obtained bank guarantees under performance bonds for construction
contracts of approximately RMB883,331,000 (2020: RMB1,048,565,000).
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JUTAL OFFSHORE OIL SERVICES LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS

3. CAPITAL STRUCTURE

During the year 2021, 47,290,000 ordinary shares were issued by exercising share options under the Company’s
share option scheme.

As of 31 December 2021, the share capital of the Company comprises 1,681,306,389 ordinary shares (2020:
1,634,016,389 ordinary shares). As at 31 December 2021, net assets of the Group amounted to approximately
RMB1,805,467,000(2020: RMB2,249,345,000), comprising non-current assets of approximately RMB1,736,590,000
(2020: RMB1,787,180,000), net current assets of approximately RMB340,333,000 (2020: RMB1,057,220,000) and
non-current liabilities of approximately RMB271,456,000 (2020: RMB595,055,000).

4. SIGNIFICANT INVESTMENT

During the year, according to the market situation and future development plan, the Company further improved the
equipment and facilities in the Penglai site and the Zhuhai site with a total amount of approximately RMB80,000,000,
and will keep on improving the equipment and facilities conditions in order to satisfy the needs of existing and potential
projects.

Save as disclosed above, during the year ended 31 December 2021, the Group had no other significant investment,
acquisition and disposal.

5. FOREIGN EXCHANGE RISK
The principal place of production and operation of the Group is in the PRC, and the functional currency of the principal
operating subsidiaries of the Group is RMB. The Group also operates its business overseas and possesses assets
which are denominated in currencies other than RMB. Fluctuation of RMB against other currencies like United States
Dollars (“USD”) and Euros would bring certain foreign exchange risk to the Group. The Group would minimise the
amount of assets which were denominated in other currencies like USD and Euros, perform rolling estimates on foreign
exchange rates, and would consider potential foreign exchange risk when entering into business contracts.

6. ASSETS PLEDGED BY THE GROUP

As at 31 December 2021, approximately RMB134,310,000 (2020: RMB136,073,000) of the bank deposits of the
Group were pledged as security deposits for bank borrowings, the issuance of performance bonds, letter of credits
and bank acceptance.

7. CONTINGENT LIABILITIES

As at 31 December 2021, the Group did not have significant contingent liabilities.
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CAPITAL MANAGEMENT

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern and
to maximise the return to the shareholders through the optimisation of the debt and equity balance.

The Group sets the amount of capital in proportion to risk. The Group manages the capital structure and makes
adjustment to it in light of changes in economic conditions and the risk characteristics of the underlying assets. In order
to maintain or adjust the capital structure, the Group may adjust the payment of dividends, issue new shares, buy-back
shares, raise new debts, redeem existing debts or sell assets to reduce debts.

The Group monitors capital by using a gearing ratio, which is total borrowings and lease liabilities divided by total equity
of the Group. The Group’s policy is to keep the gearing ratio at a reasonable level.

The gearing ratios at 31 December 2021 and at 31 December 2020 were as follows:

2021 2020

RMB’000 RMB’000

Bank borrowings 482,200 519,700
Lease liabilities 51,933 54,986
Total equity 1,805,467 2,249,345
Gearing ratio 29.58% 25.55%

The increase in the gearing ratio from the year ended 31 December 2021 resulted primarily from decrease in
the Group’s equity balances after paying the 2020 interim dividend and 2020 final dividend in aggregate of
RMB512,713,000. The Group adjusts the amount of bank borrowings from time to time to meet the Group’s working
capital needs.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2021, the Group had total 3,512 employees (31 December 2020: 3,568 employees), of which
1,475 (31 December 2020: 1,625) were management and technical staff, and 2,037 (31 December 2020: 1,943) were
technicians.

The Group encourages staff to long-term service, and strives to create a fair and open competition environment,
committed to develop talents with management experience, professional skills and dedication. The Group determines
the remuneration and incentives of employees with reference to the prevailing industry practice, and based on their
position, duties and performance. The Group contributes to social security funds and housing funds for employees
according to the local laws and regulations.

The Group puts emphasis on staff development, encourages employees to pursue continuous education, and
formulates training programs for employees.
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JUTAL OFFSHORE OIL SERVICES LIMITED

DIRECTORS AND SENIOR MANAGEMENT

DIRECTORS

Executive Directors

Mr. Wang Lishan (£37 1), aged 62, is an executive director and chairman of the Company. He was graduated from Dalian
Polytechnic University (R T K£2) in 1982 with a bachelor’s degree in offshore oil construction engineering. Mr. Wang
has rich experience of management and administration in the oil and gas industries. Prior to joining the Group, he worked
in Bohai Petroleum Company Platform Manufacturing Factory* (/84 A 7)F & 2L ER) from 1982 to 1988 and Offshore
Oil Company of Bohai Oil Company* (/84 H72 7)) from 1988 to 1995. Mr. Wang is also the chairman of Penglai Jutal
Offshore Engineering Heavy Industries Co., Ltd.* (Z#E &8 F TIEET B AR)) (‘Penglai Jutal”). He established the Group
in 1995, and was appointed as an executive director of the Company in November 2005.

Mr. Liu Lei (BI5), aged 54, is an executive director and deputy chairman of the Company. Mr. Liu joined Beijing Sanju
Environmental Protection and New Materials Co., Ltd. ({t R =B IRRFMEH S B R A 7)) (“Sanju”), a company established
in the PRC with limited liability and listed on the Shenzhen Stock Exchange (Shenzhen Stock Exchange Stock Code: 300072)
in June 2000 and as the chairman of Sanju before 29 July 2021. Mr. Liu is currently a director of Sanju and also acting as
director of a number of companies including Beijing Haidian Technology Development Co., Ltd* (t FEERHEEE AR
/A &), Beijing Daxing Foundation Technology Development Co., Ltd* (It RATTEERHLZEE AR A R]) and Beijing Daxing
Foundation Business Management Co., Ltd* (L R ARITEZEEEEE AR Q). Mr. Liu was appointed as an executive
director of the Company in June 2017.

Mr. Cao Yunsheng (& £4), aged 58, is an executive director and CEO of the Company. He was graduated from Tianjin
College of Finance and Economics (A2 B 4ZEFt) in 1988, majoring in accounting, and was graduated with a master degree
in business administration from Tianjin University (KZA£) in 2004. Mr. Cao joined the Group in 2001 and had served as
the deputy general manager and CEO, and had been an executive director of the Company from November 2005 to April
2020. Prior to joining the Group, he was the supervisor of the finance department and chief accountant of Bohai Petroleum
Company Platform Manufacturing Factory* (2084 A 7] & &44E /), the chief accountant of China Offshore Qil Platform
Construction Company* (F1 B/ )% 4 i F & 32 7)) and a financial controller of Offshore Oil Engineering Co., Ltd.* (8 A
TR B R A F]). Mr. Cao currently also serves as director of a number of subsidiaries of the Group. He was appointed as
an executive director of the Company in January 2021.

Mr. Gao Zhigiang (/=755%), aged 46, is an executive director of the Company. He obtained a master’s degree of business
administration from Renmin University of China (Bl AR A2 in 2004. He joined Beijing Haidian State-owned Properties
Investment & Management Co. Ltd.* (bt R /822 ElA & ERE L E B AF]) in 2004 and successively held positions of
department manager and board secretary. He serves currently as director of Sanju. Mr. Gao was appointed as an executive

director of the Company in April 2020.

Mr. Wang Ningsheng (£ % 4), aged 51, is an executive director of the Company and had been the president of the
Company during April 2020 to July 2021. He obtained a masters’ degree in engineering management from Xi'an Jiaotong
University (%2223 A2 in 2006. Mr. Wang joined Sanju in 2012 and had served as a director and executive deputy
general manager of Sanju. Prior to joining Sanju, he had held management positions at Catalyst Plant of CNPC Lanzhou
Petrochemical Corporation* (f Bl A f AL E(LAEIRR) and Lanzhou Sanye Company of CNPC Lanzhou Petrochemical
Corporation* (4 BIA dE M A sk TARIES M =2 F]). Mr. Wang was appointed as an executive director of the Company
in January 2020.

Mr. Liu Yunian (8|E %), aged 59, is an executive director and the executive vice president of the Group. Mr. Liu was
graduated from Tianjin University (&2 X2 in 1983 with a bachelor’s degree in offshore engineering. He joined the Group
in 2001, and has served as the operation manager, the deputy general manager, general manager and director of Penglai
Jutal. Prior to joining the Group, Mr. Liu had served in CNOOC platform Fabrication Co.* (& ;#F & £ A7), Shenzhen
Chiwan Offshore Engineering Co., Ltd.* (RYII7RE /8 ¥ TA2HR A F). Mr. Liu was appointed as an executive director of the
Company in June 2018.
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Non-executive Directors

Mr. Han Guimao (F8#£/%), aged 71, senior engineer, is a non-executive director of the Company. Mr. Han graduated from
Tsinghua University (/& #£ K 2) with a major in architecture in 1976 and has rich experience in engineering and management.
From 1992 to 1994, he had been executive deputy general manager of Shenzhen Nanshan Central District Development
Company* (FIIE LA O EFZE A R]). From 1994 to 2013, he served as deputy general manager of China Nanshan
Development (Group) Co., Ltd.* (Bl F 1L 3 (&) & B R 2 7)), chairman of Yahgee Modular House Co., Ltd.* (FEE&
BEERM AR AT) (currently known as Shenzhen New Nanshan Holding (Group) Co., Ltd*. (F3I|T#T 1L12p% (S2E) i%
AR A 7)) (Shenzhen Stock Exchange code: 002314), chairman of Shenzhen Chiwan Petroleum Base Co., Ltd. (Rl 7R /&
FimE D AR A R, vice chairman of Shenzhen Chiwan Sambawang Engineering Co., Ltd*. (FJII7MEBEL TIZAR
‘A @)), chairman of Shanghai Songwei Steel Structure Co., Ltd.* (b/SARE 4B AR A 7)). From 2004 to 2013, he served
as a director of Penglai Jutal. From 2013 to 2017, he served as chairman of Shenzhen Gangchuang Building Materials Co.,
Ltd*. (RIIERIZEM B D AR A R]), and since 2020, Mr. Han has been the chairman of Shenzhen Jingwei Jiexun Information
Technology Co., Ltd*. (FIIIE& iz BRITAR A R]). Since October 2018, Mr. Han has been appointed as a consultant
of the Company and will continue to act a consultant of the Company. Mr. Han was appointed as a non-executive director of
the Company in April 2022.

Independent non-executive Directors

Mr. Su Yang (&%), aged 53, is an independent non-executive director of the Company. Mr. Su obtained a bachelor’s degree
in statistics from Hunan University (#17 A2 and the Certificate of the Chinese Institute of Certified Public Accountants (1
E e e) in 1992 and 1994 respectively. He has a wealth working experience in the field of accounting. Mr. Su
had been project manager of Shenzhen Zhongcheng Certified Public Accountants* (F3IIFR & =1 AF E 75 Fr), department
manager of Yuehua Certified Public Accountants Co., Ltd. Shenzhen (#YIIEESHEIETEFTAIR A ), a principal partner
of Shenzhen TaiYang Certified Public Accountants® (RYIIZEF & 5TEME5FT) and a managing partner of Wuzhou Songde
Certified Public Accountants (FUMAEEES 2 5HAT = 5FT). He is currently a management partner of Grant Thornton Certified
Public Accountants (B[ & 51BN =75 AT). Mr. Su is also currently an independent non- executive director of Shenzhen Edan
Instruments Co., Ltd.* (RYITTIEFIEZERLID B R A 7)) (Shenzhen Stock Code: 300206) and had been an independent
non- executive director of Oriental Fashion Driving School Co., Ltd.* (57785 5 2 5 A% 17 BB A 7)) (Shanghai Stock Code
603377) since May 2017 to January 2021. Mr. Su was appointed as an independent non-executive director of the Company
in August 2006.

Mr. Zheng Yimin (%K), aged 60, is an independent non-executive director of the Company. Mr. Zheng graduated from
Capital University of Economics (B #4585 & % X £) and has rich experience in the field of finance. Mr. Zheng was the credit
manager and trust manager of Agricultural Bank of China and was responsible for the credit management of companies in
Zhongguancun Science and Technology Park* (R EHEE @), From 2009 to 2015, Mr. Zheng acted as the president
of China Venture Capital Guarantee Co., Ltd* (fBIEI#% B & Z R B MR A Fl) and was responsible for the corporate finance
activities of various state-owned enterprises and private enterprises. In 2015, Mr. Zheng founded Hong Mao Heng Asset
Management (Beijing) Co., Ltd* (8% EBEEEE (JtR) AR A7) (‘Hong Mao Heng”) and has been acting as the president
of Hong Mao Heng. Mr. Zheng was appointed as an independent non-executive director of the Company in June 2017.
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Mr. Qi Daging (B X/Z), aged 58, is an independent non-executive director of the Company. Mr. Qi graduated from Fudan
University (18 B KX 22) with a bachelor’s degree of science in Biophysics and a bachelor’s degree of arts in International
Journalism. He obtained a master’s degree in Management from the University of Hawaii and a doctoral degree in
Accounting from the Eli Broad College of Business, Michigan State University in the United States. Mr. Qi is currently a
professor of Cheung Kong Graduate School of Business (f/L# Z) and a member of the American Accounting Association.
He had worked for The Chinese University of Hong Kong, the Eli Broad Graduate School of Management at Michigan State
University in the United States, the East-West Center in the United States and the China Features in Xinhua News Agency in
the PRC. Mr. Qi is also an independent non-executive director of Sohu. com Inc.(Nasdaq Stock Code: SOHU), Hello Group
Inc.(Nasdag Stock Code: MOMO), SinoMedia Holding Ltd. ({17 & 1% BIFS F 12 A8 B BR 2 7)) (Hong Kong Stock Code: 623),
Bison Finance Group Limited (B #x & @& AR A 7)) (Hong Kong Stock Code: 888), Haidilao International Holdings Ltd. (&
[E BB A R A 7)) (Hong Kong Stock Code: 6862) and Yunfeng Financial Group Limited (£ 4 gt £ E AR A 7)) (Hong
Kong Stock Code: 376). Mr. Qi was appointed as an independent non-executive director of the Company in July 2015.

Mr. Tam Kin Yip (f2{23£), aged 47, is an independent non-executive director of the Company. He is a practicing Barrister-At-
Law in Hong Kong and has rich experience in litigation. Mr. Tam currently is also an independent non-executive director of
Shunten International (Holdings) Limited (B EIFR (1A%) BR A 7)) (Hong Kong Stock Code: 932). Mr. Tam was appointed
as an independent non-executive director of the Company in August 2021.

AUTHORISED REPRESENTATIVE AND COMPANY SECRETARY

Ms. Leung Fung Yee Alice (2 [Elf) is a practicing solicitor in Hong Kong, holds a Bachelor of Laws and has been a Member
of The Hong Kong Institute of Chartered Secretaries before taking up her career in law as a solicitor. She is a chartered
secretary, a chartered governance professional and an associate of both The Hong Kong Chartered Governance Institute
(formerly The Hong Kong Institute of Chartered Secretaries) and The Chartered Governance Institute (formerly The Institute
of Chartered Secretaries and Administrators). She has rich experience in commercial and corporate matters of all levels. Ms.
Leung was appointed as the company secretary in June 2014.

SENIOR MANAGEMENT

Mr. Zhao Wuhui (15 &), aged 47, is the vice president of the Company and the Board secretary. Mr. Zhao graduated from
Northeast Forestry University (B1E#R A E2) with a bachelor’s degree in accounting in 1998, and obtained a MBA degree
from the University of Wales in 2009. He joined the Group in March 2002, had served as finance manager of the Group and
deputy general manager of Penglai Jutal. Mr. Zhao currently also serves as director or supervisor of several subsidiaries of
the Group. Prior to joining the Group, he had worked with Kerry Oils & Grains (China) Co., Ltd.* (4248 (Fh &) AR A 7))
and Everbright Timber Industry (Shenzhen) Co., Ltd.* (£ AARH# T2 (FYI) BFR A Fl) as accountant and auditor.

Mr. Chen Xinzhou (FR¥7/8), aged 42, is the vice president of the Company. He graduated from Northwest University (75
it K £) with a bachelor’s degree in accounting in 2003. Mr. Chen Joined the Group in 2006 and has served as senior
accountant, finance manager of Zhuhai Jutal Offshore Oil Services Ltd.* GK/EEEGF L MRS ER A F) (“Zhuhai Jutal’)
and deputy general manager of Penglai Jutal. Mr. Chen currently also serves as director of several subsidiaries of the Group.
Prior to joining the Group, Mr. Chen had worked in Airmate Electric (Shenzhen) Co., Ltd.* (¥ E45E 22 CFII) AR A F) and
Dawn Optoelectronics (Dongguan) Co., Ltd.* (BU# ¢ E (RzE) R A R).

Mr. Tang Hui (&), aged 49, is the vice president of the Company. He was graduated from Luoyang Institute of Technology
(%F% T 2Pt) with a bachelor’s degree in vehicle engineering. Mr. Tang joined the Group in 2000, and has served as
engineer, project manager, and general manager of the Group’s offshore oil and gas services business sector and assistant
president of the Company. Prior to joining the Group, Mr. Tang had worked in Hunan Energy Group Co., Ltd.* (#iFE &) 1%
B AR & {2 7)) and Hong Kong Far East Steel Engineering Co., Ltd.* (B8 = R il T2 AR A 7).
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Mr. Liu Dongtao (2152)5), aged 47, is the executive deputy general manager of Penglai Jutal. He obtained a master’s degree
in business administration from Dalian University of Technology (K32 T A22) in 2015. Mr. Liu joined the Group in 2006
and has served as the operation manager, production supervisor, deputy general manager and executive deputy general
manager of Penglai Jutal. Prior to joining the group, Mr. Liu had worked in CNOOC platform Fabrication Co. (FF/&HF &%
&2 7)), Shenzhen Chiwan Offshore Engineering Co., Ltd.* (RYI77/&/8¥ T2 B R A &) and Shenzhen Chiwan Sambawang
Engineering Co., Ltd.* (RYII7R/EBERE TIZH R A R)).

Mr. Liang Hai (2/8), aged 53, is the deputy general manager of Penglai Jutal. He was graduated from Tianjin University (K/2
K in 1991 with a bachelor’'s degree in offshore engineering. Mr. Liang joined the Group in 1999 and had served as project
manager and assistant president. Prior to joining the Group, he had worked in Bohai Petroleum Platform Manufacturing
Factory (3078 A/l 2 7 F & &ERR), Shenzhen Chiwan Offshore Engineering Co., Ltd.* (FIITRE G F Ti2H R A7) and
Shenzhen Chiwan Sambawang Engineering Co. Ltd.* (FII7RE B ZHE TIZBR A 7).

Mr. Chen Die (fRZ), aged 51, is the deputy general manager of Penglai Jutal. He was graduated from University of Houston
with a bachelor’s degree in Chemical Engineering and a master degree in Electrical Engineering from University of Texas
Austin. Mr. Chen joined Penglai Jutal in 2006, and has served as project manager, manager of project department, director
of mechanical division and assistant general manager. Prior to joining the Group, Mr. Chen had worked in Shenzhen Chiwan
Sembawang Engineering Co., Ltd.* (RYII7R/ER BT T2 8 R &) and ConocoPhillips Co., Ltd.

For identification purpose only
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The directors of the Company (the “Directors”) present the annual report together with the audited consolidated financial
statements of the Group for the year ended 31 December 2021.

PRINCIPLE ACTIVITIES AND BUSINESS REVIEW

The Company is an investment holding company. The Group is principally engaged in fabrication of facilities and provision of
integrated services for oil and gas industries, new energy and refining and chemical industries.

Further discussion and analysis of these activities, including a discussion of the principal risks and uncertainties facing the
Group, and an indication of likely future developments in the Group’s business, a discussion of the Group’s environmental
policies and performance, can be found in the “Chairman’s Statement” and the “Management Discussion and Analysis” and
the “Notes to the Consolidated Financial Statements” in this annual report, and the ESG report published separately. Details
of major financial key performance indicators can be found in the “Management Discussion and Analysis” and “Financial
Summary” in this annual report. These discussions form part of this directors’ report.

The principal activities of the subsidiaries are set out in note 23 to the consolidated financial statements.

RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS AND SUPPLIERS

The Group values the efforts and contributions of employees, always regards its employees as the most important partners,
formulated various personnel management policies and offered reasonable wages and welfare on the basis of the well-being
of its employees. It has established a series of employee policies demonstrating the Group’s regulations and arrangements
regarding recruitment, dismissal, salary, promaotion, working hours, holidays, benefits, equal opportunities, anti-discrimination
and diversification, committed to establishing an employment system that protects the employees’ rights and interests, and a
healthy and safe working environment for them. The Group supports employees’ long-term development, organised different
training plans according to the needs of positions and duties and provided various trainings and development opportunities
for employees, assists them to improve their work knowledge and skills, committed to nurturing dedicated talents who excel
in management and have professional skills.

The Group’s customers include energy enterprises, chemical and refining enterprises, general construction contractors
and professional equipment manufacturing contractors, and the Group provide customers with customised facilities and
solutions. Many customers have established years of cooperation with the Group. The projects obtained by the Group are
generally through tendering. The major customers of the year may not be the same as different projects undertaken each
year. The Group also enters into service agreements with certain customers on a continuous basis in order to provide daily
technical support to them for those long-term service business. While emphasise on maintaining the relationships with our
customers, the Group also dedicate to explore new customers.

To maintain customers’ satisfactory towards the Group’s products and services, the Group provides after-sales services to
follow up customers’ use of products. If the customers have encountered any technical problems, the Group will arrange
relevant department to research on the problem and formulate the solutions. Technicians would be arranged for on-site
maintenance if needed. The Group has the customer feedback and complaint collecting mechanism for the customers to
file their comments and complaints. All the feedbacks are collected and analyzed by the project department of the Group to
improve the product quality management.

The Group’s suppliers include raw materials suppliers, equipment suppliers as well as labour and other services suppliers.
In order to ensure that suppliers provide high-quality and stable raw materials, the Group selects suitable suppliers based
on the supplier’s background, history, and importance of products or services in accordance with the Supplier Management
Procedures and the principles of “fairness, fairness and openness”.
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The Group also pays attention to health, safety and environment related factors when selecting suppliers. With the
Procurement Department HSE Management Procedures, the Group requires suppliers to be included the Group’s
occupational health and safety management system. The Group’s inspection team would conduct on-site supplier
assessment according to the Supplier On-Site Assessment Form and Supplier Questionnaire to confirm if the suppliers fulffil
the requirements on materials, equipment, logistics, health and safety and environmental management. If problems are
found during the assessment, it would communicate with the suppliers and formulate the quality management upgrading
measures.

Suppliers which met the requirements of the Group would be added to the Qualified Supplier Directory and received the
Notes to Qualified Suppliers to further explain the requirements and expectations of the Group. The Group also conducted
performance evaluations to suppliers periodically. If deficiencies are found, the Group would require suppliers to formulate
measures to improve within a time limit, otherwise they would be disqualified and removed from the Qualified Supplier
Directory.

POLICIES ON HEALTH, SAFETY AND ENVIRONMENTAL PROTECTION AND THE
PERFORMANCE

As an integrated services provider and equipment fabricator in energy and chemical and refining industries, health, safety
and environmental protection represent the core corporate culture of the Group.

To effectively control the impacts of its businesses on the environment, the Group implements consistent environmental
policies and waste management regulations for all operating projects. The Group sticks to the goal of “Safety Comes First,
Prevention-Oriented, Environmental Protection, Continuous Improvement”, so as to keep its businesses in line with relevant
national laws and standards concerning safety production and environmental protection.

The Group has established a management structure related to environmental, social and governance. The Board is
responsible for leading and monitoring the group’s policies, measures and performance and granted the production safety
committee the power to perform tasks of environmental protection, responsible production and protection of health and
safety in the key sites. The Board attaches great importance to its role in sustainable development issues, supervision on the
work of the safety production committee, and continuous improvements of the health and safety management system.

To effectively manage the environmental, social and governance risks, the Group has established the Risk and Opportunity
Management Procedures and the environmental management risk assessment team to identify and respond to the risks and
opportunities at the construction sites, including but not limited to gas emissions, chemical pollution, waste management,
occupational health and safety, and anti-corruption.

The Group values the occupational health and safety of its employees by putting safety on the first place in its business
operations and strives to build a safe production environment. The Group has implemented the OHSAS18001:2007 certified
occupational health and safety management system, and established the Occupational Health, Safety, and Environmental
Protection Policy and Management Manual, as well as relevant safety production regulations and operating procedures
based on this management system.

For employees’ safety, the Group implements specific measures related to occupational safety in accordance with the
Employees Safety Manual and Occupational Health and Workplace Health Management Procedures, providing guidance
in various aspects including personal protective equipment, occupational health and hygiene, safe operating procedures,
and occupational hazards. The Group has also formulated occupational safety trainings, such as providing new employees,
employees of special types of work, and management personnel with various safety training and seminars to ensure that
they have sufficient safety awareness and skills.
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As the Group attaches great importance to the personal health of employees, it conducts annual checkups for employees to
ensure that they are in good health.

To ensure the effective operation of the occupational health and safety management system, the Group ensured the
working environment and employee safety to comply with the system’s requirement through tasks such as internal controls
and compliance. The Group also regularly conducted safety inspections and safety risk assessments, and communicated
with employees on occupational safety issues to evaluate the safety measures’ effectiveness and formulate the corrective
measures to reduce industrial accident casualties and safety accidents.

The Group understands that the emissions from business operation and the potential risks of environmental incidents have
significant impacts on itself. It established an environmental management system applicable to Jutal’s business operations
and formulated the relevant handbooks based on international environmental management system standard 1ISO14001.
Relevant policies of emissions management, resources utilization and environmental impact reduction were set, regarding to
the procedures of management, operation and construction site operations.

Adopting the quantitative indicators of energy conservation required by the country, the Group lowers the consumption
of energy and water resource, promotes campaigns regarding energy conservation and consumption reduction and
records the production volume and energy consumption of its products. The Group attaches importance to the effective
consumption of resources in the operation process. To ensure the effective use of resources and avoid waste, the Group
has established resource management measures according to the occupational health, safety, and environmental policies,
and make management regulations for the use of energy, water, and raw materials.

The Group paid attention to emissions from business operations and strived to reduce the impact of emissions on
the surrounding environment. The Group implemented various measures to reduce emissions in accordance with the
environmental management system. To ensure that the garbage and waste generated during the operation were handled
properly, the Group formulated the Waste Safety Management Regulations, which stated that the wastes were recycled,
sorted, stored or handled by certified contractors according to the wastes’ categories.

The Group will continue to increase the communication channels of different stakeholders to better understand their
expectations and opinions on the operation of the Group, and to respond to potential environmental and social risks as early as
possible, so as to create long-term value for shareholders and society.

The Company’s compliance with the relevant provisions set out in the Environmental, Social and Governance Reporting
Guide in Appendix 27 of the Listing Rules for the reporting year are set out in the “Environmental, Social and Governance
Report” to be published in due course.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group conducts its business mainly through the subsidiaries in mainland China as well as that in Singapore and Hong
Kong and complies with the relevant laws and regulations of each business location. The Group keeps abreast of the
possible impacts of the newly enacted laws and regulations or the amendments of existing laws and regulations on the
Group’s operations, and takes appropriate measures after evaluation.

DISTRIBUTABLE RESERVES

As at 31 December 2021, the Company’s share premium reserve was approximately RMB1,259,939,000 (subject to section
34 of the Cayman Companies Law and the Article of Association of the Company), and the accumulated lost approximately
RMB16,624,000 were available for distribution to the shareholders of the Company (the “Shareholders”).

Under the Companies Law of the Cayman Islands, the funds in the share premium account of the Company are distributable
to the Shareholders provided that immediately following the date on which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as they fall due in the ordinary course of business.
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DIVIDEND POLICY

The Company does not have any pre-determined dividend payout ratio.

According to the dividend policy of the Company (“Dividend Policy”), in deciding whether to propose a dividend and in
determining the dividend amount, the Board shall take into account, among others, the financial results, cash flow situation,
business conditions and strategies, future operations and earnings, capital requirements and expenditure plans, interests
of shareholders, business environment, any restrictions on payment of dividends, and any other factors that the Board may
consider relevant.

The declaration and payment of dividends by the Company shall be determined at the sole discretion of the Board and shall
be subject to the Memorandum of Association and the Bye-Laws of the Company and all applicable laws and regulations.
The Dividend Policy will continue to be reviewed by the Board from time to time and there can be no assurance that
dividends will be proposed or declared in any particular amount for any given period.

RESULTS AND DIVIDENDS

Details of the Group’s result for the year ended 31 December 2021 are set out in the consolidated statement of profit or loss
on page 49. The Board does not recommend the payment of final dividend for the year ended 31 December 2021.

DONATIONS

During the reporting year, Penglai Jutal Offshore Engineering Heavy Industries Co., Ltd., a wholly-owned subsidiary of the
Group, made a donation of RMB5,000.

SHARE CAPITAL AND TRANSACTIONS INVOLVING SHARES OF THE COMPANY
In 2021, the authorised share capital of the Company is HK$40,000,000 (comprising 4,000,000,000 ordinary shares).

During the year 2021, 47,290,000 ordinary shares were issued by exercising share options under the Company’s share
option scheme, and the total amount received was HK$30,819,000.

As at 31 December 2021, the share capital of the Company comprised of 1,681,306,389 ordinary shares (2020:
1,634,016,389 ordinary shares).

Details of the movements of the Company’s share capital during the year are set out in note 39 to the consolidated financial
statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s articles of association 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 rata basis to existing Shareholders.

EQUITY-LINKED AGREEMENTS

No equity-linked agreements were entered into by the Company during the year 2021 or subsisted at the end of 2021.

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

During the year ended 31 December 2021 neither the Company nor any of its subsidiaries purchased, sold or redeemed any
of the Company’s listed securities.
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USE OF THE RAISED PROCEEDS

On 15 March 2017, the Company entered into a subscription agreement with Sanju Environmental Protection (Hong
Kong) Limited (“Sanju HK”) and Golden Talent (HK) Technology company Limited (“Golden Talent”), pursuant to which the
Company has conditionally agreed to allot and issue an aggregate of 803,562,111 subscription shares, of which Sanju HK
and Golden Talent have conditionally agreed to subscribe for 641,566,556 shares and 161,995,555 shares respectively
at the subscription price of HK$1.20 per subscription share (the net subscription price is approximately HK$1.197 per
subscription share, and the close price of the share on 15 March 2017 was HK$2.00) (the “Subscription”). The Subscription
has been approved by the shareholders of the Company at the extraordinary general meeting held on 26 May 2017 and
completed on 2 June 2017.

The net proceeds from the Subscription was approximately HK$962,000,000. As at 31 December 2021, the raised fund has
been used as follows:

Plan of use of proceeds from
the Subscription as stipulated
in the circular of the Company
dated 11 May 2017

Plan of use of the outstanding
balance of the proceeds from
the Subscription

Use of proceeds from
the Subscription as at
31 December 2021

(1) Approximately HK$500 million for the
working capital in EPIC projects; and in
built — transfer projects relating to the
oil and gas equipment and facilities

All has been used as planned -

(2) Approximately HK$250 million for the
capital expenditure in improving and
expanding the production facilities and
office facilities in the Group’s Zhuhai
operation

(3) Approximately HK$212 million for the
general working capital of the Group

Approximately HK$80 million was
used during the reporting year,
which would result in the aggregate
amount used for the capital
expenditure in the production and
office facilities of the Group’s Zhuhai
fabrication yard became HK$176
million (Note a)

All has been used as planned

The remaining approximately
HK$74 million will be kept for
future capital expenditure in the
production and office facilities in
the Group’s Zhuhai operation as
necessary. It is estimated that the
remaining balance of the proceeds
will be utilised in year 2022

a. The use of the raised proceeds from the Subscription was slower than originally planned timeline due to the poor market conditions in 2018 and 2019 as
there were lower-than-expected orders and insufficient workload at the Zhuhai fabrication yard. Hence the Group took the initiative to slow down part
of the investment in its Zhuhai fabrication yard. The Group will gradually implement the investment in the production and office facilities in accordance
with the market conditions, actual business requirement of the yard and its long-term planning.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the last five financial years is set out on page 120

of the annual report.
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SHARE OPTION

The Company’s share option schemes (“Share Option Schemes”) enables the Company to grant options to eligible
participants as incentives and rewards for their contribution to the Group. Eligible participants include all full time employee,
Directors (including independent non-executive Directors) and part-time employees with weekly working hours of 10 hours
and above of the Group, substantial Shareholders of each member of the Group, associates of the Directors and substantial
Shareholders of any member of the Group, trustee of any trust pre-approved by the Board; and any advisor (professional or
otherwise), consultant, distributor, supplier, agent, customer, joint venture partner, services provider to the Group whom the
Board considers, in its sole discretion, has contributed or contributes to the Group.

The Company’s 2006 share option scheme (“2006 Share Option Scheme”) was adopted on 28 August 2006 by way of
passing resolutions by all of the then shareholders of the Company with a valid period of 10 years commencing on the date
on which the shares of the Company commenced trading on the main board of the Stock Exchange.

The General Scheme Limit of the 2006 Share Option Scheme has been refreshed and approved by Shareholder’s resolution
at the Company’s Annual General Meeting held on 27 May 2009. The total number of Shares which may be issued upon
exercise of all options to be granted under the 2006 Share Option Scheme must not, in aggregate, exceed 49,800,000
Shares, representing 10% of the shares (498,000,000 Shares) in issue on the date of the said Annual General Meeting.

The General Scheme Limit of the 2006 Share Option Scheme has been further refreshed and approved by Shareholder’s
resolution at the Company’s Annual General Meeting held on 25 May 2012. The total number of Shares which may be issued
upon exercise of all options to be granted under the 2006 Share Option Scheme must not, in aggregate, exceed 62,279,927
shares, representing 10% of the shares (622,799,278 Shares) in issue on the date of the said Annual General Meeting.

The 2006 Share Option Scheme was expired on 20 September 2016, and a new share option scheme of the Company (2016
Share Option Scheme”) has been adopted conditionally by Shareholder’s resolution at the Company’s Annual General
Meeting held on 8 June 2016 with a valid period of 10 years commencing on the date of adoption. Unless approval of the
shareholders has been obtained, the total number of Shares which may be issued upon exercise of all options to be granted
under the 2016 Share Option Scheme must not, in aggregate, exceed 80,035,427 shares, representing 10% of the shares
(800,354,278 shares) in issue on the date of the said Annual General Meeting.

The General Scheme Limit of the 2016 Share Option Scheme has been further refreshed and approved by Shareholder’s
resolution at the Company’s Annual General Meeting held on 8 June 2018. The total number of Shares which may be
issued upon exercise of all options to be granted under the 2016 Share Option Scheme must not, in aggregate, exceed
163,401,638 shares, representing 10% of the shares (1,634,016,389 Shares) in issue on the date of the said Annual General
Meeting and 9.72% of the shares (1,681,306,389 shares) on the date of this annual report.

Unless approval of the shareholders has been obtained, the total number of securities issued and to be issued upon exercise
of the options granted to each participant (including both exercised and outstanding options) in any 12-month period must
not exceed 1% of the relevant class of the securities in issue from time to time.

Where any grant of options to a substantial shareholder or an independent non-executive director of the Company, or any of
their respective associates, would result in the securities issued and to be issued upon exercise of all options already granted
and to be granted (including options exercised, cancelled and outstanding) to such person in the 12-month period up to and
including the date of such grant:

(@ representing in aggregate over 0.1% of the relevant class of securities in issue; and

(o) having an aggregate value, based on the closing price of the securities at the date of each grant, in excess of HK$5
million,

such further grant of options must be approved by shareholders of the Company.
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According to the terms of the Share Option Schemes, the offer of grant of the share options should be accepted within
28 days from the date of grant and the consideration for the grant of the options should be HK$1.00. The options may be
exercised in accordance with the terms of the Share Option Scheme and conditions under applicable award documents at
any time during the exercise period as determined by the Board which shall in any event not be more than ten years from the
date of grant.

From 1 January 2011 to 31 December 2021, the Board approved to grant and the Company has granted options to
Directors and other eligible participants. Details of the options granted are as follows:

(i) Options granted on 23 May 2011
Number of
options
[apsed in
Weighted accordance
Closing price of average with the terms Shareholding
the Shares closing price of the percentage
immediately of the Shares options or Number  of the underlying
before the Number of Number immediately Number the share of options shares for
date of options of options before the of options option outstanding the Options
Exercise price granting the asat exercised dates of cancelled scheme asat in the share
Exercise of the options options 1 January during the exercise during during the 31 December capital of the
Name of grantee period (HKS) (HKS) 2021 year (HKS) the year year 2021 Company
Director:
(ao Yunsheng (appointed ~ 23/05/2013 to 1.06 1.04 1,000,000 1,000,000 1.2 - - - -
on 22 January 2021) 22105/2021
1 employee 23/05/2013 0 1.08 1.04 550,000 - - - 550,000 - -
22/05/2021
Total 1,050,000 1,000,000 - 550,000 - -
(i) Options granted on 29 July 2015
Number of
options
lapsed in
Weighted accordance
Closing price average with the terms Shareholding
of the Shares closing price of the percentage
immediately of the Shares options or Number  of the underlying
before the Number of Number immediately Number the share of options shares for
date of options of options before the of options option outstanding the Options
Exercise price granting the asat exercised dates of cancelled scheme asat in the share
Exercise of the options options 1 January during the exercise during during the 31 December capital of the
Name of grantee period (HKS) (HKS) 2021 year (HKS) the year year 2021 Company
Directors:
Wang Lishan 29/07/2017 o 086 083 5,000,000 5,000,000 118 - - - -
28/07/2025
Cao Yunsheng (appointed ~ 29/07/2017 to 086 083 8,000,000 8,000,000 1.21 - - - -
on 22 Januery 2021) 28/07/2025
Total 13,000,000 13,000,000 - - - -
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Options granted on 14 October 2016
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Number of
options lapsed
Weighted in accordance
Closing price average with the terms Shareholding
of the Shares closing price of the percentage
immediately of the Shares options or Number  of the underlying
before the Number of Number immediately Number the share of options shares for
date of options of options before the of options option outstanding the Options
Exercise price granting the asat exercised dates of cancelled scheme asat inthe share
Exercise of the options options 1 January during the exercise during during the 31 December capital of the
Name of grantee period (HKS) (HKS) 2021 year (HKS) the year year 2021 Company
Directors:
Wang Lishan 14102018 to 068 063 5,000,000 5,000,000 118 - - - -
131012026
Cao Yunsheng (appointed ~~ 14/10/2018 1o 068 0.63 8,000,000 8,000,000 151 - - - -
on 22 January 2021) 131012026
Total 13,000,000 13,000,000 - - - -
(iv) Options granted on 9 January 2018
Number of
options lapsed
Weighted inaccordance
Closing price average with the terms Shareholding
of the Shares closing price of the percentage
immediately of the Shares options or Number  of the underlying
before the Number of Number immediately Number the share of options shares for
date of options of options before the of options option outstanding the Options
Exercise price granting the asat exercised dates of cancelled scheme asat in the share
Exercise of the options options 1 January during the exercise during during the 31 December capital of the
Name of grantee period (HKS) (HKS) 2021 year (HKS) the year year 2021 Company
Directors:
Wang Lishan 09/01/2019 to 214 21 2,300,000 - - - - 2,300,000 0.14%
08/01/2028
Cao Yunsheng (appointed ~~ 09/01/2019 10 214 2.11 8,000,000 - - - - 8,000,000 0.48%
on 22 January 2021) 08/01/2028
Liu Yunian 09/01/20190 214 2.1 1,500,000 - - - - 1,600,000 0.09%
08/01/2028
SuYang 09/01/20190 214 211 1,500,000 - - - - 1,600,000 0.09%
08/01/2028
Zheng Yimin 09/01/20190 214 211 1,500,000 - - - - 1,600,000 0.09%
08/01/2028
Qi Daging 09/01/20190 214 21 1,500,000 - - - - 1,600,000 0.09%
08/01/2028
22 employess 09/01/20190 214 2.11 22,600,000 - - - 600,000 22,000,000 131%
08/01/2028
Total 38,900,000 - - 600,000 38,300,000 2.28%
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v)

(vi)

Options granted on 29 May 2019

Number of
options lapsed
Weighted in accordance
Closing price average with the terms Shareholding
of the Shares closing price of the percentage
immediately of the Shares options or Number  of the underlying
before the Number of Number immediately Number the share of options shares for
date of options of options before the of options option outstanding the Options
Exercise price granting the asat exercised dates of cancelled scheme asat in the share
Exercise of the options options 1 January during the exercise during during the 31 December capital of the
Name of grantee period (HKS) (HKS) 2021 year (HKS) the year year 2021 Company
Asenice supplier:
Hong Kong Zhixin Financial -~ 29/08/2019 to 1.04 075 15,000,000 - - - - 15,000,000 089%
News Agency Limited 28/05/2022
Total 15,000,000 - - - 15,000,000 089%
Options granted on 24 April 2020
Number of
options lapsed
Weighted in accordance
Closing price average with the terms Shareholding
of the Shares closing price of the percentage
immediately of the Shares options or Number  of the underlying
before the Number of Number immediately Number the share of options shares for
date of options of options before the of options option outstanding the Options
Exercise price granting the asat exercised dates of cancelled scheme asat in the share
Exercise of the options options 1 January during the exercise during during the 31 December capital of the
Name of grantee period (HKS) (HKS) 2021 year (HKS) the year year 2021 Company
Directors:
Cao Yunsheng (appointed ~~ 04/01/2021 to 048 0.465 2,000,000 1,160,000 121 - - 840,000 0.05%
on 22 January 2021) 23/04/2026
Li Lin {resigned on 04/01/2021 1o 048 0465 4,000,000 - - - - 4,000,000 0.24%
22 January 2021) 23/04/2026
(ao Zhigiang 04/01/2021 o 048 0465 4,000,000 - - - - 4,000,000 024%
23/04/2026
Wang Ningsheng 04/01/2021 to 048 0.465 5,000,000 - - - - 5,000,000 0.30%
23/04/2026
Liu Yunian 04/01/2021 10 048 0.465 5,000,000 2,900,000 121 - - 2,100,000 0.12%
23/04/2026
SuYang 04/01/2021 1o 048 0465 2,000,000 1,160,000 1.30 - - 840,000 0.05%
23/04/2026
Zheng Yimin 04/01/2021 1o 048 0465 2,000,000 1,160,000 130 - - 840,000 0.05%
23/04/2026
Qi Daging 04/01/2021 to 048 0465 2,000,000 1,160,000 130 - - 840,000 0.05%
23/04/2026
7 employees (04/01/2021 1o 048 0465 22,000,000 12,750,000 127 - - 9,250,000 0.55%
23/04/2026
Total 48,000,000 20,290,000 - - 27,710,000 1.65%
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(vii) Options granted on 10 June 2021

Number of
options lapsed
Weighted in accordance
Closing price average with the terms Shareholding
of the Shares closing price of the percentage
immediately of the Shares options or Number  of the underlying
before the immediately Number the share of options shares for
date of Number of Number of before the of options option outstanding the Options
Exercise price granting the options options dates of cancelled scheme asat in the share
Exercise of the options options granted exercised exercise during during the 31 December capital of
Name of grantee period (HKS) (HKS)  during the year  during the year (HKS) the year year 2021 the Company
29 employees 10/06/2021 to 1.50 148 100,000,000 - - - - 100,000,000 5.95%
09/06/2024
Total 100,000,000 - - - 100,000,000 5.95%

The estimated fair value of the options on the date of grant (10 June 2021) is approximately HK$49,291,000 (equivalent
to RMB40,892,000). This estimated fair value was calculated using the Binomial Option-pricing model. The inputs into
the model are as follows:

2021
Number of share options granted 100,000,000
Grant date share price HK$1.43
Expected volatility 64.03%
Expected life 3 years
Risk free rate 0.25%
Expected dividend yield 1.39%

Expected volatility was determined by calculating the historical volatility of the Company’s share price since its Initial
Public Offerings to the valuation date. The expected life used in the model has been adjusted, based on the Group’s
best estimate, for the effects of non-transferability, exercise restrictions and behavioral considerations.

The above information is for reference only since the subjectivity and uncertainty of the values of options to the effect
that such values are subject to a number of assumptions and with regard to the limitation of the model.

Each option granted under the Share Option Scheme gives the holder the right to subscribe for one Share. The price
for granting the options is HK$1. The exercise price determined by the Board is not less than the highest of:

(i) the closing price of the shares as stated in the daily quotation sheet issued by the Stock Exchange on the date of
grant;

(i)  the average closing price of the Shares as stated in the daily quotation sheets issued by the Stock Exchange for
the five trading days immediately preceding the date of grant; and

(i) the nominal value of the share of the Company at the time of exercise of an option.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACT

Executive Directors

Date of appointment

The Directors during the year and to the date of this report were as follows:

Date of resignation

Reason of resignation

Mr. Wang Lishan

Mr. Liu Lei

Mr. Cao Yunsheng
Mr. Li Lin

Mr. Gao Zhigiang
Mr. Wang Ningsheng
Mr. Liu Yunian

24 November 2005
10 June 2017

22 January 2021
10 April 2020

10 April 2020

8 January 2020

8 June 2018

22 January 2021

Other job assignment

Non-executive Directors

Date of appointment

Date of resignation

Reason of resignation

Mr. Han Guimao

1 April 2022

Independent
Non-executive Directors

Date of appointment

Date of resignation

Reason of resignation

Mr. Su Yang
Mr. Qi Daging

Mr. Zheng Yimin
Mr. Tam Kin Yip

26 August 2006
31 July 2015

10 June 2017
18 August 2021

26 April 2022

27 April 2022

to devote more effort into
other personal affairs

to devote more effort into
other personal affairs

Pursuant to the articles of association of the Company, at each annual general meeting, one third of the Directors for the
time being (or if their number is not a multiple of three, then the number nearest to but not less than one third) will retire from
office by rotation provided that every Director shall be subject to retirement at least once every three years. A retiring Director
shall be eligible for re-election and shall continue as a Director throughout the meeting at which he retires.

Each of the executive Directors has entered into a service contract with the Company for an initial term of three years, unless
terminated by not less than three months or any short-term notice agreed with the Board in writing served by either the
Director or the Company. In other circumstances, each agreement can also be terminated by the Company, including but
not limited to serious breaches of the Directors’ obligations under the agreement or serious misconduct.

Each of the non-executive Director and independent non-executive Directors has signed an appointment letter with the
Company for a term of 3 years. The Directors’ fees is RMB30,000 per month for the non-executive Director and has been
adjusted to RMB20,000 per month from RMB10,000 per month for each independent non-executive Director.

Apart from the foregoing, none of the Directors of the Company has entered into any service agreements with any member
of the Group which is not determinable by the employer within one year without payment of compensation other than
statutory compensation.
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The Group’s emolument policies are as follows:

(i) the amount of remuneration of directors and chief executive officer shall be recommended by the Remuneration
Committee after taking into account the Company’s operations, personal roles and comparable market statistics, and
determined by the Board;

(i) The remuneration package of employees is determined individually by the management according to the industry and
market level, their personal relevant experience, responsibilities, workload and years of service in the Group; and

@iy  the directors or employees who are eligible participants under the Share Option Scheme may be granted, at the
discretion of the Board, the share option as part of their remuneration package.

DIRECTORS’ MATERIAL INTERESTS IN TRANSACTIONS, ARRANGEMENTS AND
CONTRACTS THAT ARE SIGNIFICANCE IN RELATION TO THE GROUP’S BUSINESS
Other than as disclosed in note 16 and note 47 to the consolidated financial statements, no transaction, arrangements and
contract of significance in relation to the Group’s business to which the Company, its subsidiaries were a party and in which
a Director had a material interest, whether directly or indirectly, subsisted at the end of the year or at any time during the
year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

During the reporting year, none of the Directors had any interests in a business which competes or may compete with the
business of the Group or has any other conflict of interest with the Group which would be required to be disclosed under
Rule 8.10 of the Listing Rules.

REMUNERATION OF THE FIVE HIGHEST PAID DIRECTORS/EMPLOYEES

Details of Directors’ remuneration and those of the five highest paid individuals in the Group are set out in note 16 to the
consolidated financial statements, respectively.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND/OR SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND DEBENTURES OF THE COMPANY OR
ANY SPECIFIED UNDERTAKING OF THE COMPANY OR ANY OTHER ASSOCIATED
CORPORATION

At 31 December 2021, the interests and short positions of each Directors and chief executive 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 (“SFQ”), as recorded in the register required to be kept by the Company under section 352 of the SFO, or
as otherwise notified to the Company and the Stock Exchange pursuant to the “Model Code for Securities Transactions by
Directors of Listed Issuers” in the Listing Rules, were as follows:

Approximate
percentage of

Number of Shares shareholding

Name of Directors Capacity (Note 1) (Note 4)
Wang Lishan Interest of a controlled corporation (Note 2) 396,911,278 (L) 23.61%
Beneficial owner 17,628,000 (L) 1.05%
Share options 2,300,000 (L) 0.14%
Cao Yunsheng Interest of a controlled corporation (Note 3) 8,000,000 (L) 0.48%
Beneficial owner 20,360,000 (L) 1.21%
Share options 8,840,000 (L) 0.53%
Gao Zhigiang Share options 4,000,000 (L) 0.24%
Wang Ningsheng Share options 5,000,000 (L) 0.30%
Liu Yunian Beneficial owner 2,900,000 (L) 0.17%
Share options 3,600,000 (L) 0.21%
Qi Daging Beneficial owner 2,710,000 (L) 0.16%
Share options 2,340,000 (L) 0.14%
Su Yang Beneficial owner 1,160,000 (L) 0.07%
Share options 2,340,000 (L) 0.14%
Zheng Yimin Beneficial owner 610,000 (L) 0.04%
Share options 2,340,000 (L) 0.14%
Notes:
(1) The letter “L” denotes a long position in the Shares.
@) These Shares are held by Cheung Hing Investments Limited, which is wholly-owned by Mr. Wang Lishan.
© These Shares are held by Sino Joint International Limited, which is wholly-owned by Mr. Cao Yunsheng.
4) The percentage is calculated based on the total number of shares issued as at 31 December 2021.

Save as disclosed above, at no time during the year was the Company, its subsidiaries, its fellow subsidiaries, its parent
company or its other associated corporations a party to any arrangement to enable the directors and chief executives of the
Company (including their spouse and children under 18 years of age) to hold any interests or short positions in the shares or
underlying shares in, or debentures of, the Company or its specified undertakings or other associated corporation.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND/OR SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES OF THE COMPANY

At 31 December 2021, in addition to those of the Directors and chief executives already disclosed above, the register
of substantial shareholders maintained by the Company pursuant to section 336 of Part XV of the SFO shows that the
Company had been notified of the following substantial shareholders’ interests and short positions, being 5% or more of the
Company’s issued share capital.

Approximate
percentage of

Number of Shares shareholding
Name of Directors Capacity (Note 1) (Note 7)
Sanju Environmental Beneficial owner (Note 2) 641,566,556 (L) 38.16%
Protection (Hong Kong)
Limited
Beijing Sanju Interest of a controlled corporation (Note 2) 641,566,556 (L) 38.16%
Environmental Protection
& New Materials Co., Ltd.
(L R=BRRIMEAR
MAERRAT)
Cheung Hing Investments Beneficial owner (Note 3) 396,911,278 (L) 23.61%
Limited
Wang Lishan Interest of a controlled corporation (Note 3) 396,911,278 (L) 23.61%
Beneficial owner 17,628,000 (L) 1.05%
Share Options 2,300,000 (L) 0.14%
Capital Pilot Limited Person having a security interest in shares (Note 4) 161,995,555 (L) 9.64%
Shiu Shu Ming Interest of a controlled corporation (Note 4) 161,995,555 (L) 9.64%
Hong Man Chu Interest of spouse (Note 5) 161,995,555 (S) 9.64%
Lo Chun Yim Interest of a controlled corporation (Note 6) 161,995,555 (S) 9.64%
Golden Talent (HK) Beneficial owner (Note 6) 161,995,555 (S) 9.64%
Technology Co., Limited
Notes:
(1) The letters “L” denotes a long position and the letters “S” denotes a short position in the Shares respectively.
2 The Shares are held by Sanju Environmental Protection (Hong Kong) Limited, which is wholly-owned by Beijjing Sanju Environmental Protection & New
Materials Co., Ltd. (1L = FIRIRFT T FR (5 E R 2 7))
3 The Shares are held by Cheung Hing Investments Limited, which is wholly-owned by Mr. Wang Lishan.
4) The Shares are held by Capital Pilot Limited, which is wholly-owned by Mr. Shiu Shu Ming.
@ Hong Man Chu is the spouse of Mr. Lo Chun Yim.
6) These Shares are held by Golden Talent (HK) Technology Co., Limited, which is beneficially and wholly-owned by Mr. Lo Chun Yim.

(7) The percentage is calculated based on the total number of shares issued as at 31 December 2021.
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MANAGEMENT CONTRACTS

No contract concerning the management and administration of the whole or any substantial part of the business of the
Company or its subsidiaries were entered into or existed during the reporting year.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURE

Save as the options granted to the Directors under the Share Option Scheme, at no time during the year, the Directors
and chief executive (including their spouse and children under 18 years of age) had any interest in, or had been granted,
or exercised, any rights to subscribe for shares (or warrants or debentures, if applicable) of the Company, its specified
undertakings and its other associated corporations required to be disclosed pursuant to the SFO and the Hong Kong
Companies Ordinance (Cap. 622).

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales attributable to the Group’s five largest customers accounted for 87.94% of the Group’s
total sales and the sales attributable to the Group’s largest customer were approximately 44.67% of the Group’s total sales.

The aggregate purchases during the year attributable to the Group’s five largest suppliers accounted for 24.03% of the
Group’s total purchases and the purchases attributable to the Group’s largest supplier were approximately 12.11% of the
Group’s total purchases.

None of the Directors, their associates or any Shareholders of the Company which, to the knowledge of the Directors, owned
more than 5% of the Company’s issued share capital, had any interest in any of the five largest customers or suppliers of the
Group.

CONNECTED TRANSACTIONS

The Group’s related parties or related party transactions for the year ended 31 December 2021 set out in note 47 to the
consolidated financial statements constitute connected transactions as defined in chapter 14A of the Listing Rules and the
Company has complied with the disclosure requirements in Chapter 14A of the Listing Rules.

The continuing connected transactions with Beijing Sanju Environmental Protection & New Materials
Co., Ltd. (“Sanju”)

On 14 November 2018, the Company entered into a master agreement (“Master Agreement”) with Sanju (a connected
person of the Company by virtue of its being an associate (as defined under the Listing Rules) of Sanju Environmental
Protection (Hong Kong) Limited, a controlling shareholder (as defined under the Listing Rules) of the Company), pursuant to
which Sanju, for itself and also as agent of its wholly-owned subsidiaries and controlling companies, agrees to engage the
Group to provide: () purifying and refining device project contracting* (1t K& R{CFBREH) TI2HB); (i) special equipment/
facilities manufacturing* (B8 :& f sk 3 & £24%); and (jii) project management and labour outsourcing services* (8 B & 12 s} 12
HUFIRESIRT) (the “Company Services”), and the Company also agrees to engage Sanju to provide products such as
catalyst* (fE{LBIZEH AV E) (the “Sanju Services”) for a term of 36 months from 1 January 2019 to 31 December 2021
(both days inclusive) (the “Master Agreement Period”).

As the relevant percentage ratios on an annual basis exceeds 5% and the transactions amount under the Master Agreement
exceeds HK$10,000,000, the transactions under the Master Agreement constitute a non-exempt continuing connected
transaction (“Sanju CCT”) for the Company and are subject to the reporting and announcement requirements and requires
the approval of the Independent Shareholders.
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The annual caps, being the maximum aggregate value for the Sanju CCT during the Master Agreement Period are subject to
annual caps and shall not exceed the amounts set out below (RMB million):

For the year ending For the year ending For the year ending
Annual Caps 31 December 2019 31 December 2020 31 December 2021
Company Services 500 500 500
Sanju Services 100 100 100

The Independent Shareholders approved the Sanju CCT and the respective annual caps of Company Services and Sanju
Services for the Master Agreement Period at the extraordinary general meeting held on 18 January 2019.

According to the Rule 14A.55 of the Listing Rules, the independent non-executive Directors had reviewed annually the
continuing connected transactions with Sanju, and confirmed that the transactions contemplated thereunder have been
entered into:

(1) inthe ordinary and usual course of business of the Group;
(2)  on normal commercial terms; and

(8) in accordance with the relevant agreement governing them on terms that are fair and reasonable, and in the interests
of the Company and its Shareholders as a whole.

Further, in accordance with Rule 14A.56 of the Listing Rules, the Company’s external auditor was requested and engaged
to report on the Group’s continuing connected transactions in accordance with Hong Kong Standard on Assurance
Engagements 3000 (Revised) “Assurance Engagements Other Than Audits or Reviews of Historical Financial Information”
and with reference to Practice Note 740 “Auditor’s Letter on Continuing Connected Transactions under the Hong Kong
Listing Rules” issued by the Hong Kong Institute of Certified Public Accountants.

The external auditor has confirmed in writing to the Board that nothing has come to its attention that causes it to believe that
the continuing connected transactions of the Group:

(1) have not been approved by the Board;
(2)  were not, in all material respects, in accordance with the pricing policies of the Group;

(8)  were not, in all material respects, entered into in accordance with the relevant agreement governing the transactions;
and

(4)  have exceeded the maximum aggregate annual value disclosed in relevant announcements.

A copy of the auditor’s letter has been provided by the Company to the Stock Exchange.

CONTROLLING SHAREHOLDERS’ INTEREST IN CONTRACTS OF SIGNIFICANCE

Save as disclosed elsewhere in this annual report, no contracts of significance have been entered into between the Company
(or any of its subsidiaries) and the controlling shareholder (or any of its subsidiaries) during the reporting year.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the knowledge of the Directors, it is confirmed
that the Company has maintained a sufficient public float of at least 25% throughout the year ended 31 December 2021.
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PERMITTED INDEMNITY PROVISIONS

A permitted indemnity provision for the benefit of the Directors is currently in force throughout the year ended 31 December
2021. The Company has maintained liability insurance to provide appropriate cover for the Directors.

AUDITOR

At the Company’s last Annual General Meeting, RSM Hong Kong was re-appointed as auditor of the Company.

A resolution will be submitted to the forthcoming annual general meeting to re-appoint RSM Hong Kong as external auditor
of the Company. Though there has been no change in auditors of the Company since 24 November 2005, the date of
incorporation of the Company, the auditor itself has confirmed and the auditor committee has reviewed and monitored the
auditor’s independence and objectivity and the effectiveness of the audit process in accordance with applicable standards.

On behalf of the Board

WANG Lishan
CHAIRMAN

Hong Kong

31 March 2022
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CORPORATE GOVERNANCE REPORT

The Company has adopted the Corporate Governance Code (the “Corporate Governance Code”) introduced in Appendix 14
of the Listing Rules to maintain a high standard of corporate governance so as to improve the corporate transparency and
protect the interests of the Shareholders.

In the opinion of the directors, the Company has complied with the Corporate Governance Codes set out in Appendix 14 of
the Listing Rules for the year ended 31 December 2021, save for the deviations from the code provisions as follows:

Under code provision C.1.2, Management should provide all members of the board with monthly updates giving a balanced
and understandable assessment of the issuer’s performance, position and prospects in sufficient detail.

The Company provides the three board members, namely Mr. Cao Yunsheng, Mr. Wang Ningsheng (During his tenure as
president of the Company) and Mr. Liu Yunian, with monthly internal financial statements, instead of all board members,
because they are responsible for overseeing the financial affairs of the Company. The remaining Directors have accessed to
the monthly internal financial statements as well. The reason for such deviation from the Corporate Governance Code as set
out in Appendix 14 of the Listing Rules is to enhance the Company’s efficiency.

BOARD

The names of the Directors in office during 2021 and up to the date of this report are set out in the Directors’ Report
contained in this Annual Report. The brief biographies of the Directors are set out in the Directors and Senior Management
section of this Annual Report.

Board members have the appropriate experience and skills required for the Company’s business, and their diverse
knowledge and experience can bring a variety of perspectives to the company. The Board considers that the composition of
executive directors and non-executive directors (including independent non-executive directors) has achieved balance and
can effectively make independent judgments.

In year 2021, Mr. Wang Lishan and Mr. Cao Yunsheng were the chairman and the CEO of the Company respectively and
the roles of chairman and the CEQO are segregated and not exercised by the same individual. The biographical details of the
Directors are set out in the section headed “Directors and Senior Management” of this annual report.

To the best knowledge of the Company, among the members of the Board, none of them has any financial, business and
relative or other material/relevant relationship with the other members in the Board, including the chairman and the CEO. Al
of them are free to make independent judgments.

By the terms of the service contracts, for the executive Directors, and the appointment letters, for the non-executive Director
and the independent non-executive Directors, the term for each Director is three years.

Mr. Su Yang and Mr. Qi Daging have tendered their resignation as independent non-executive directors of the Company with
effect from 26 April 2022 and 27 April 2022 respectively.

Pursuant to Rule 3.10(1) of the Listing Rules, every board of directors of a listed issuer must include at least three
independent non-executive directors and pursuant to Rule 3.10A of the Listing Rules, an issuer must appoint independent
non-executive directors representing at least one-third of the board. Following the resignation of Mr. Su and Mr. Qi, the
Company has only two independent non-executive directors, which is below the minimum requirement under Rules 3.10(1)
and 3.10A of the Listing Rules.

Pursuant to Rule 3.21 of the Listing Rules, every listed issuer must establish an audit committee comprising non-executive
directors only and the audit committee must comprise a minimum of three members. Following the resignation of Mr. Su
and Mr. Qi, the number of members of the audit committee of the Board reduced to two only which is below the minimum
requirement prescribed under Rule 3.21 of the Listing Rules. Rule 3.10(2) of the Listing Rules further provides at least one
of the independent non-executive directors must have appropriate professional qualifications or accounting or related
financial management expertise. Currently the independent non-executive directors of the Company do not have appropriate
professional qualifications or accounting or related financial management expertise.
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To comply with Rules 3.10(1), 3.10(2), 3.10A and 3.21 of the Listing Rules, the Company is in the process of identifying
suitable candidate(s) to fill the vacancies of the independent non-executive directors and the membership of the audit
committee of the Board. It is expected that the Company will appoint a sufficient number of independent non-executive
directors, including one who meets the requirement of Rule 3.10(2) of the Listing Rules, to meet the requirement under Rule
3.10 and Rule 3.10A of the Listing Rules as soon as practicable and not later than 26 July 2022 in accordance with the
Listing Rules. Further announcement(s) will be made by the Company as and when appropriate.

The responsibility of the Board is to lead and supervise the development direction and operation strategy of the Group, and
to decide on material affairs of the Company such as the resolution of budget, resolution of profits allocation, significant
investments and acquisitions, issue of new shares, amendments to the articles of association and appointments to senior
management of the Company. While the management of the Company was given sufficiently autonomy by the Board to
handle the daily ordinary course of administration and management, when the Board delegates aspects of its management
and administration functions to management, it has given clear directions as to the powers of management, in particular,
with respect to the circumstances where management shall report back and obtain prior approval from the Board before
making decisions or entering into any commitments on behalf of the Company.

The Board confirmed that the Company has received, from each of the independent non-executive Directors, an annual
confirmation of their independence pursuant to Rule 3.13 of the Listing Rules. The Company considers that they are
independent under Rule 3.13 of the Listing Rules.

In respect of the corporate governance functions, the Board’s corporate governance duties including:

° Review the Company’s policies and practices on corporate governance;

° Review and monitor the training and continuous professional development of directors and senior management;

° review and monitor the Company’s policies and practices on compliance with legal and regulatory requirements;

° Review and monitor the code of conduct applicable to directors and employees; and

° Review the Company’s compliance with the Corporate Governance Code and disclosure in the Corporate Governance
report.

THE DIRECTORS’ ATTENDANCE AT THE MEETINGS

During the year 2021, the Board held 12 board meetings. The attendance record of each director at the Board and Board
Committee meetings and the general meetings of the Company held during the year ended 31 December 2021 is set out in
the table below:

Attendance/Number of meetings

Audit Remuneration Nomination General

Name of Directors Board Committee Committee Committee Meeting
Mr. Wang Lishan 12/12 - - - 11
Mr. Liu Lei 11/12 - - - 0N
Mr. Cao Yunsheng

(appointed on 22 January 2021) 11/11 - - - 11
Mr. Li Lin

(resigned on 22 January 2021) i7al - - - 0/1
Mr. Gao Zhigiang 12/12 - - - 0/1
Mr. Wang Ningsheng 12/12 - - - 01
Mr. Liu Yunian 12/12 - - - 0/1
Mr. Su Yang 12/12 2/2 3/3 3/3 0/1
Mr. Zheng Yimin 12/12 2/2 3/3 3/3 0/1
Mr. Qi Daging 12/12 2/2 3/3 3/3 1/1
Mr. Tam Kin Yip

(appointed on 18 August 2021) 3/3 11 - - -
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According to the Corporate Governance Code, independent non-executive directors and other non- executive directors
should also attend general meetings (including annual general meeting). Due to other business engagements, not all the
Directors could attend the annual at the general meetings of 2021 of the Company. However, the Directors who present
at the aforementioned annual general meeting enabled the Board to develop a balanced understanding of the views of
Shareholders of the Company and to answer questions raised at the general meetings.

INDUCTION AND CONTINUING DEVELOPMENT OF DIRECTORS

The Directors participated in continuous professional development to develop and refresh their knowledge to ensure their
contribution to the board remains informed and relevant. In the year, Mr. Su Yang, Mr. Zheng Yimin and Mr. Qi Daging
participated in the relevant professional knowledge training, other Directors participated in the reading and learning the
materials related to corporate management, law and regulations and other professional knowledge etc. respectively.

COMPANY SECRETARY

Ms. Leung Fung Yee Alice was appointed as the Company Secretary in 2014. Her biographical details are set out in the
section headed “Directors and Senior Management”. Ms. Leung is not an employee of the Company. For the financial year
ended 31 December 2021, Ms. Leung attended relevant professional training for not less than 15 hours pursuant to Rule 3.29
of the Listing Rules.

Mr. Zhao wuhui, the vice president and board secretary of the Company, is the primary corporate contact person at the
Company.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (“Model Code”) set out
in Appendix 10 of the Listing Rules as its own code of conduct regarding Directors’ securities transactions. Having made
specific enquiry of all Directors, the Company noticed that Mr. Zheng Yimin, an independent non-executive director of the
Company, has sold a total of 550,000 shares of the Company on 29 June 2021 and 6 July 2021, but without first notifying
the chairman and obtain confirmation prior to the sale. The Company has explained and informed Mr. Zheng Yimin of the
relevant provisions of the Model Code. Other Directors had complied with the required standard set out in the Model Code
during the reporting year.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for the risk management and internal control systems and is also in charge of reviewing their
effectiveness. These systems are designed to manage rather than eliminate the risk of failing to achieve business objectives
and can only provide reasonable but not absolute assurance against material misstatement or loss.

The Group has in place a relatively comprehensive internal control system and clearly defines the responsibility and authority
of each business unit, department and management member. It implements the reporting and approval procedures and
accountability system of each business segment to realise compliance operation and monitor and control each segment
effectively. Each business unit shall identify risks that may hinder the realisation of business objectives and coordinate with
the management members to analyse and evaluate the importance of such risks. The finance department is responsible
for monitoring and controlling financial risks and making recommendation on potential risks identified during the approval
procedures. Other management departments have to identify and make judgement on various circumstances as well as
monitoring and assessing potential risk factors within the scope of their responsibility and authority. If necessary, they can
consult professionals at any time and report according to the management procedures.
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The relevant departments of the Group have certain functions for the Group’s internal audit, internal control and risk
management. They are mainly responsible for auditing and reviewing the financial management condition, production and
services procedures, documents management system, etc., of the Group on a regular basis and reporting the results. The
responsible executive directors and senior management of the Group receive financial reports and management reports on a
monthly basis to monitor the operational progress of each business unit and make reasonable planning. Before making any
material decisions, they have to make proper assessment on the possible risks involved and the level of risks. The Board and
its audit committee obtain comments from the management with regard to risk management and internal control on a yearly
basis; they also work together to review the effectiveness of the relevant systems and identify monitoring and control errors
and material procedural defects. If any material defects in internal control are found, the management and the Board have
to make active response and resolve the existing problems in the most appropriate way and, at the same time, review the
prevailing systems and procedures to seek improvement and take remedial measures.

The Company understands its responsibilities under Part XIVA of the Securities and Futures Ordinance and the Listing Rules.
It shall make public disclosure on inside information as far as reasonably practicable and strictly comply with the Guidelines
on Disclosure of inside information when handling matters involving inside information.

The Directors of the Company shall understand and continue to pay attention to the production and operation conditions
and financial position of the Group as well as existing and potential material issues and their impacts; they shall also actively
investigate and obtain information required for decision making. After finding out and learning about matters required to be
disclosed, the relevant personnel shall make timely report to the management and the responsible Directors, judge and verify
the relevant information and matters, make internal assessment on the matters involved and preliminary remedial measures
and seek professional advises if necessary. After carrying out the relevant internal procedures of the Company, the Directors
shall confirm the information disclosure arrangement and ensure the truthfulness, accuracy, completeness, timeliness and
fairness of the disclosed information and ensure that such information is free of false records, material misstatement or
omission.

The Board has conducted annual review of the Group’s risk management and internal control systems and reviewed their
effectiveness. The Board urges management to continue to pay attention to system construction, further enhance risk
identification and forecasting, enhance measures to strengthen internal control and management, report major events in a
timely manner, and seek professional advice when necessary. After reviewing, the Board considers the current systems are
in general effective and adequate.

The Board has also considered the resources and manpower, in terms of qualification and experience, for handling the
account, internal audit, financial reporting functions and the environment, social and governance of the Group. Upon review,
the Board considered that, in general the staff concerned had received appropriate training and had received adequate
budgets and recommended that more resources be invested in internal audit and financial reporting.

ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing the consolidated financial statements of the Company in
accordance with Hong Kong Financial Reporting Standards issued by Hong Kong Institute of Certified Public Accountants
and the disclosure requirements of the Hong Kong Companies Ordinance.

The statement of the external auditor of the Company on their reporting responsibilities on the consolidated financial
statements of the Company is set out in the independent auditor’s report on page 47.

RSM Hong Kong has been re-appointed as the Company’s external auditor at the annual general meeting of 2021 until the
conclusion of the next annual general meeting. Their remuneration for providing auditing services and other services for the
Group during the year ended 31 December 2021 are as below:

Fee paid/payable
HK$

Audit services 1,650,000
Review of the interim report 380,000
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ADDITIONAL DISCLOSURE REGARDING THE MODIFIED OPINION

Qualified Opinion

The auditor of the Company issued a qualified opinion in the independent auditor’ s report relating to the audit of the
consolidated financial statements of the Group for the year ended 31 December 2021. In view of the qualified opinion, the
Board would like to provide the following additional information.

As stated in the independent auditor’s report, the auditor of the Company was unable to obtain sufficient appropriate audit
evidence to support the carrying amount of the provision for liquidated damages recognised in the statement of financial
position as at 31 December 2021 and the corresponding charge to profit or loss for the year ended 31 December 2021.

The first few batches of shipments of a contract were delayed considerably and a subsidiary of the Group is liable to
liquidated damages if the shipments of equipment are delayed pursuant to the terms of the contract.

The management of the Group estimated the provision for liquidated damages for the delay in progress of a contract at an
amount of RMB65,000,000 as at 31 December 2021, while the liquidated damages calculated strictly under the terms of
the contract is materially in excess of the amount provided. Nevertheless, management is of the opinion that the delay was
caused by many reasons and a number of factors which were beyond their control. The management is still in negotiation
with the customer on the final amount of the liquidated damages.

In addition, the Group is claiming the customer for some additional work performed in respect of the contract. The amount of
the claim is expected to be offset against the liquidated damages described above. However, the aforesaid claims are yet to
be approved and finalized with the customer and hence were not recognised in the financial statements. The exact amount
of the liquidated damages and the claim are yet to be agreed and finalised with the customer.

The Actual or Potential Impact on the Company’s Financial Position

Based on the current information available, assuming the most pessimistic scenario occurred, the impact on the Company’s
total assets at the end of year 2021 is about a 3% decrease, and the impact on the Company’s net assets at the end of year
2021 is about a 6% decrease.

Therefore, based on the current information available to the Company, the Company believes there will be no significant
adverse impact on the Company’s going concern.

Management’s Position and Basis on Major Judgmental Areas, and how Management’s View is Different
from Auditor’s View

Management has been actively negotiating with the customer on the amount of liquidated damages payable by the
Company. Based on the progress of negotiation, the Company’s management believes that the provision of RMB65 million
is appropriate. The auditor requested the Company to provide with written evidence that the customer agrees to accept the
liquidated damages of RMB65 million as final settlement or relevant written documents showing any other amount for the
liquidated damages as the final settlement amount. The Company was unable to satisfy such requests because the contract
work of the project has not been completed, the negotiation with the customer on the amount of the liquidated damages is
still in progress, and no definite agreement has yet been reached at present. Therefore, the written evidence required by the
auditor is currently not available and cannot be obtained from the customer for auditor’s review at the moment. The auditor
could not make judgement on whether the provision for the amount of liquidated damages as final settlement amount is
appropriate.

Although no agreement has been reached for the time being, it is expected that a final amount will be reached with the
customer in July 2022 according to the final delivery schedule.
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Audit Committee’s View towards the Qualified Opinion

After discussing with the management and the auditor, the audit committee understood the judgment of the management of
the Company and agreed with the basis and point of view of the qualified opinion issued by the auditor. The audit committee
will continue to monitor the resolution process of the matter.

Plans to Address the Qualified Opinion

The Company will continue to negotiate with the customer and obtain the relevant written evidence as requested by the
auditor to clear the qualified opinion in the auditor’s report next year.

AUDIT COMMITTEE

The Company has established an audit committee with specific written terms of reference which deal clearly with its duties.
The audit committee of the Company has four members during the reporting year, including the four independent non-
executive Directors, which are Mr. Su Yang, Mr. Qi Daqing, Mr. Zheng Yimin and Mr. Tam Kin Yip. Mr. Su Yang is the
chairman of the audit committee. The primary duties of the audit committee (inter alia) are to review the Group’s financial
information, oversee the Group’s reporting system, risk management and internal control systems, and to make proposals
to the Board as to appointment, renewal and resignation of the Company’s external auditor and related remuneration and
appointment terms.

During the year, two audit committee meetings were held to review and discuss the Company’s financial information,
including the final results and the interim results, discussed the risk management and internal control systems with the
management of the Company, review the effectiveness of these systems and propose to renew the external auditor. The
audit committee had meetings with the external auditor, learned about their report on the audit or review work, and adopted
the auditor’s suggestion and comments for improvement and so as to urge the management to implement it.

The audit committee oversees the financial reporting process. In this process, the management of the Company is
responsible for the preparation of Group’s consolidated financial statements including the selection of suitable accounting
policies. Independent external auditors are responsible for auditing the Group’s consolidated financial statements. The
audit committee oversees the respective works of the management and the external auditors to monitor the processes and
safeguards employed by them. The audit committee reports to the Board on its findings after each of its meeting.

The audit committee reviewed and discussed with management and external independent auditors on the Company’s
consolidated financial statements for the year ended 31 December 2021. The audit committee also received reports and
discuss their audit work with the independent auditors.

The audit committee noticed that the auditor of the Company issued a qualified opinion in the independent auditor’ s report
relating to the audit of the consolidated financial statements of the Group for the year ended 31 December 2021. After
discussion with management and the auditor, the Audit Committee understood the judgment of the management of the
Company and agreed with the basis and point of view of the qualified opinion issued by the auditor, and will continue to
monitor the process of resolving the matter.

The audit committee recommended to the Board that the Shareholders be asked to re-appoint RSM Hong Kong as the
Group’s external independent auditor for year 2022.

REMUNERATION COMMITTEE

The Company has established a remuneration committee with specific written terms of reference which deal clearly with
its duties. The remuneration committee comprises of four independent non-executive Directors during the reporting
year, which are Mr. Zheng Yimin, Mr. Su Yang, Mr. Zheng Yimin and Mr. Tam Kin Yip. Mr. Zheng Yimin is the chairman
of the remuneration committee. The primary duties of the remuneration committee (inter alia) are to review and make
recommendations to the Board on the Company’s policy and structure for directors’ and senior management remuneration
and their individual remuneration package.
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During the year, three remuneration committee meetings were held in the year to discuss and suggest:
(1)  recommendations on the remuneration of new Director and the chief executive officer;

(2)  annual salary review for the Directors and the senior management; and

(8)  the remuneration policy.

The remuneration of directors of the Company is considered and determined with reference to the market level of
comparable companies, their responsibilities and the time devoted. No director or any of his associates shall be involved in
deciding his own remuneration.

NOMINATION COMMITTEE

The Company has established a nomination committee with specific written terms of reference which deal clearly with
its duties. The nomination committee comprises of four independent non-executive Directors during the reporting year,
namely, Mr. Qi Daging, Mr. Su Yang Mr. Zheng Yimin and Mr. Tam Kin Yip. Mr. Qi Daging is the chairman of the nomination
committee. The nomination committee is responsible to make proposals to the Board in respect of the appointment of
Directors and the renewal plans of Directors. In considering the candidates, the nomination committee will take into account
his past performance and experience, academic and working qualifications, general market conditions, and the requirements
set out in the Listing Rules and the articles of association of the Company so as to make the composition of the board of
directors filled with a variety and a balance of skills and experience.

During the year, three nomination committee meetings were held in the year to:

(1)  make recommendations to the Board on the appointment or re-appointment of directors at the annual general
meeting;

(2)  make recommendations to the Board on the nomination of new director and chief executive officer; and

(8) review the structure and composition of the Board and the roles of Directors regularly by considering the issues of
conflict of interest, their performance and conduct.

SUMMARY OF BOARD DIVERSITY POLICY

With a view to achieving a sustainable and balanced development, the Board approved to adopt the board diversity policy in
August 2013. All Board appointments will be based on meritocracy, and candidates will be considered against appropriate
criteria, having due regard for the benefits of diversity on the Board.

The Company commits to select the best person for the role. Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural and educational background, professional experience, skills,
knowledge and length of service. The ultimate decision will be based on merit and contribution that the selected candidates
will bring to the Board.

The nomination committee monitors, from time to time, the implementation of the policy, and reviews, as appropriate, to
ensure the effectiveness of the policy.

The nomination committee has reviewed the board diversity policy and considered that in order to achieve the objectives of
the board diversity policy, the professional experience and technical knowledge of the directors as well as their contribution
which could be brought to the Company and the Board should be focused in their process of recommendation and
appointment.

The nomination committee will also identify female director through varies means including recommendations by director and
shareholder, in order to achieve the goal of gender diversity on the Board.
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SHAREHOLDERS’ RIGHTS

Each general meeting other than an annual general meeting shall be called an extraordinary general meeting. General
meetings may be held in any part of the world as may be determined by the Board.

According to Article No. 58 of the Company’s articles of association, any one or more members holding at the date of
deposit of the requisition not less than one-tenth of the paid up capital of the Company carrying the right of voting at
general meetings of the Company shall at all times have the right, by written requisition to the Board or the Secretary of the
Company, to require an extraordinary general meeting to be called by the Board for the transaction of any business specified
in such requisition; and such meeting shall be held within two (2) months after the deposit of such requisition.

If within twenty-one (21) days of such deposit the Board fails to proceed to 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 Board shall be reimbursed to the requisitionist(s) by the Company.

An annual general meeting and any extraordinary general meeting at which the passing of a special resolution is to be
considered shall be called by not less than twenty-one (21) clear days’ notice. All other extraordinary general meetings may
be called by not less than fourteen (14) clear days’ notice.

Pursuant to the Listing Rules, any vote of shareholders at a general meeting must be taken by poll except where the
chairman, in good faith, decides to allow a resolution which relates purely to a procedural or administrative matter to be
voted on by a show of hands. For all general meetings held during the year ended 31 December, the chairman of meeting
had provided an explanation of the detailed procedures for conducting a poll and answer any questions from shareholders
on voting by poll.

Shareholders and investors are welcome to visit the Company’s website and raise enquiries to our Board through our
Investor Relations Department whose contact details are available on the website and in the “Corporate Information” of this
annual report.

INVESTOR RELATIONS

There is no significant change to the articles of association of the Company during the year 2021.

The Company has made the shareholders’ communication policy, and strengthens communication with Shareholders and
investment community through various channels, so that Shareholders can be provided with ready, equal and timely access
to balanced and understandable information about the Company, in order to enable Shareholders to exercise their rights in
an informed manner, and to allow Shareholders to engage actively with the Company.

Information shall be communicated to Shareholders and the investment community mainly through the Company’s financial
reports (interim and annual reports) and other regulatory disclosures, general meeting(s), as well as through the Company’s
website (www.jutal.com).

Investor/analysts briefings and one-on-one meetings, media interviews and marketing activities for investors etc will be
available where necessary in order to facilitate communication between the Company, Shareholders and the investment
community.
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INDEPENDENT AUDITOR’S REPORT

RSM

TO THE SHAREHOLDERS OF
JUTAL OFFSHORE OIL SERVICES LIMITED
(Incorporated in the Cayman Islands with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of Jutal Offshore Oil Services Limited (the “Company”) and its subsidiaries (the “Group”)
set out on pages 49 to 119, which comprise the consolidated statement of financial position as at 31 December 2021, and the consolidated
statement of profit or loss, the consolidated statement 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 to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, except for the effects of the matter described in the in the Basis for Qualified Opinion section of our report, the consolidated
financial statements give a true and fair view of the consolidated financial position of the Group as at 31 December 2021, and of its
consolidated financial performance and its consolidated cash flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR QUALIFIED OPINION

As stated in note 5(j) to the consolidated financial statements, as at 31 December 2021, the management of the Group estimated the
provision for liquidated damages for the delay in progress of a contract at an amount of RMB65,000,000.

However, pursuant to the terms of the contract, a subsidiary of the Group is liable to liquidated damages if the shipments of equipment are
delayed. The first few shipments of the above mentioned contract were delayed considerably. The liquidated damages calculated strictly
under the terms of the contract is materially in excess of the amount provided. Nevertheless, management is of the opinion that the delay
was due to many reasons and a number of which were beyond their control and the management is still in negotiation with the customer on
the final amount of the liquidated damages.

In addition, the Group is claiming the customer the costs for some additional work performed in respect of the contract. However, the
aforesaid claims are yet to be approved and finalised with the customer and hence were not recognised in the financial statements. The
exact amount of the liquidated damages and the claim for costs are yet to be agreed and finalised with the customer.

In view of the above circumstances, we were unable to obtain sufficient appropriate audit evidence to support the carrying amount of the
provision for liquidated damages recognised in the statement of financial position as at 31 December 2021 and the corresponding charge to
profit or loss for the year ended 31 December 2021.

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

The directors are responsible for the Other Information. The Other Information comprises all the information included in the annual report
other than 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 the Other Information, we are required to
report that fact. As described in the Basis for Qualified Opinion section above, we were unable to obtain sufficient appropriate audit evidence
to support the carrying amount of the provision for liquidated damages of a contract. Accordingly, we are unable to conclude whether or not
the Other Information is materially misstated with respect to this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the consolidated financial
statements of the current year. These matters were addressed in the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. In addition to the matter described
in the Basis for Qualified Opinion, we have determined the matters described below to be the key audit matters to be communicated in our
report.

1. Goodwill impairment assessment

2. Recognition of revenue from construction contracts and other services contracts over time

8 Expected loss allowance on trade and bills receivables

Key Audit Matter How our audit addressed the Key Audit Matter

Goodwill impairment assessment Our procedures in relation to management’s impairment assessment

of goodwill that has been allocated to the Group’s offshore oil and
The Group’s accounting policy on goodwill and the critical natural gas exploration facilities fabrication business included:
accounting estimates and judgements on goodwill impairment are
described in note 4(b) and 5(g) respectively to the consolidated

Evaluation of independent external valuers’ competence,

financial statements. capabilities and objectivity;

Refer to note 21 to the consolidated financial statements, a - Working with internal valuation specialists to assess the
significant amount of the Group’s goodwill of RMB52,444,000 mathematical accuracy of the value in use model and the
has been allocated to the Group’s offshore oil and natural gas appropriateness of the discount rate used;

exploration facilities fabrication business.
- Challenging the reasonableness of key assumptions used in the

Management has determined that there is no impairment in cash flow projections based on our knowledge of the business
respect of this goodwill. This determination was based on a value and industry; and

in use model that required significant management judgement

with respect to the discount rate and the assumptions underlying - Reconciling input data to supporting evidence, such as
the forecast cash flows. approved budgets and considering the historical accuracy of

those budgets.
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How our audit addressed the Key Audit Matter

Recognition of revenue from construction contracts and other
services contracts over time

Refer to the key sources of estimation uncertainly in note 5(e)
to the consolidated financial statements and the accounting
policies set out in note 4(j) and 4(u) to the consolidated financial
statements.

The Group’s business involves entering into contractual
relationships with customers to provide fabrication and other
technical support services. Revenue from construction contracts
and other service contracts recognised over time amounted to
approximately RMB3,961,531,000 and represents approximately
99% of the Group’s turnover for the year ended 31 December
2021.

For the revenue from construction contracts and other service
contracts recognised over time, the Group recognise revenue of
these contracts by using the percentage of completion method,
depend on the nature of the contract works, measured by
reference to the proportion of the actual costs incurred relative to
the estimated total costs or to the percentage of certified work
performed to date to the estimated total contract sum.

Significant management estimates are required in relation to
recognition of revenue from construction contracts and other
service contracts over time including the determination of costs to
complete and estimated total contract costs, the percentage of
completion and the timing of revenue recognition.

Our procedures in relation to the significant estimates made by
management regarding recognition of revenue from construction
contracts and other services contracts over time included:

- Evaluating and testing the effectiveness of internal controls over
the calculation of contract revenues including those relating to (i)
estimates of costs to complete and the total contract costs; (i)
the determination of the percentage of completion and timing
of revenue recognition.

- Performing substantive procedures on a sample basis
including:

(@) Examining signed contracts, statements of work,
variation orders and certifications of work;

(b)  Assessing the reasonableness of management estimates
of forecast costs to complete and total contract costs;
and

(c) Recalculating the percentage of completion for major
contracts by reference to the proportion contract costs
for work performed to date bear to the total estimated
contract costs.
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KEY AUDIT MATTERS (CONT’D)

Key Audit Matter

How our audit addressed the Key Audit Matter

Expected loss allowance on trade and bills receivables

Refer to note 25 to the consolidated financial statements and
the accounting policies on note 4(cc) and note 5(h) to the
consolidated financial statements.

As at 31 December 2021, the Group recorded gross trade
and bill receivables of RMB549,158,000 and loss allowance
of RMB120,146,000, which were significant to the financial
statements of the Group.

The Group measures loss allowance on trade and bills receivables
at amounts equal to lifetime expected credit losses. Expected
credit losses (“ECL”) on these financial assets are estimated
using a provision matrix which involves significant management
judgement in estimating the expected loss rate based on historical
credit loss experience, adjusting factors that are specific to the
debtors and assessment of both current and forecast general
economic conditions.

We identified the estimation of expected loss allowance of
trade and bills receivables as a key audit matter because of the
significance of the Group’s trade and bills receivables balance to
the consolidated financial statements, together with the significant
degree of estimations made by the management in estimating
ECL of trade and bills receivables which may affect their carrying
values at the end of the reporting period.

Our procedures in relation to management’s estimation of expected
loss allowance of trade receivables:

- Obtained an understanding of how the management assesses
the ECL of trade receivables;

= Tested the mathematical accuracy of the ECL model on trade
receivables prepared by the management;

= Tested whether items in the ageing report were categorised
appropriately on a sample basis; and

= Assessed the reasonableness of the ECL by testing the
accuracy of the historical default rate and examining the
reasonableness of the forward looking information used by the
management.

RESPONSIBILITIES OF DIRECTORS FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated financial statements that give a true and fair view in accordance with
HKFRSs issued by the HKICPA and disclosure requirements of the Hong Kong Companies Ordinance, and for such internal control as the
directors determine is necessary to 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 continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have no realistic alternative but to do so.

The Audit Committee assists the directors in discharging their responsibilities for overseeing the Group’s financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain 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. We report our opinion solely to you,
as a body, 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.

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

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

° Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by the directors.

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

o 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.

o Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the Group to

express an opinion on the consolidated financial statements. We are responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.

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

We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that may reasonably be thought to bear on our independence, and where
applicable, actions taken to eliminate threats or safeguards applied.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

For the year ended 31 December 2021

2021
RMB’000

3,981,612

(3,697,996)
283,616

63,408

33,708

(960)
(301,642)
(28,733)

49,397

(29,586)

19,811

(8,787)

RMB

0.66 cents
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2021

2021
RMB’000

11,024

(13,348)
(13,348)
(2,324)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 December 2021
2021
RMB’000

1,179,349
429,513
52,444
11,046
9,476
54,762

1,736,590

174,945
419,536
7,136
488,216
225,618
24,848
6
134,310
662,765

2,137,380

1,106,870
86,677
111,133
157,697
306,000
8,849
10,086
9,735

1,797,047

2,076,923
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2021
RMB’000

19,264
41,847
176,200
34,145

271,456
1,805,467

15,150
1,790,317

1,805,467
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2021

14,755 1,733,618 (52,040) 2,951 (72,422) 46,813 40,275 535,395 2,249,345

- - - - (13,348) - - 11,024 (2,324)

395 39,034 (13,689) - 25,741
- (B12,713) - - (B12,713)
45,418 - 45,418

(655) 655 -

3% (473,679) - (13,349) 31,075 - 11,679 (43,878)

15,150 1,269,939 (52,040) 2,951 (85,770) 71,888 40,275 547,074 1,805,467
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2021

2021
RMB’000

19,811

29,586
45,418
(10,019)
143,913
22,724
2,009

a71)

4,614

(33,708)

5,317
33,077
56,079
(30,992)
(15,585)

273,033
(52,216)
327,534
(986)
(33,894)
(44,144)
50,750
(343,590)
(22,534)

153,953
(45,821)
(22,935)

(2,599)
(4,052)
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2021
RMB’000

10,019
(82,271)
758
(829)

3,050
6,737
8,326

(54,210)

(37,500)
25,741
(512,713)

(10,729)

(535,201)
(510,865)

(13,338)

1,191,173
666,970

662,765
4,205

666,970

2021
RMB’000

4,205
130,105




JUTAL OFFSHORE OIL SERVICES LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

1. GENERAL INFORMATION
The Company was incorporated in the Cayman Islands with limited liability. The address of its registered office is Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands. The address of its principal place of business is 10th
Floor, Chiwan Petroleum Building, Shekou, Nanshan District, Shenzhen, the People’s Republic of China (the “PRC”). The Company’s
shares are listed on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The principal activities of its subsidiaries are set out in note 23 to the consolidated
financial statements.

2. BASIS OF PREPARATION
These consolidated financial statements have been prepared in accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA”). HKFRSs comprise Hong
Kong Financial Reporting Standards (‘HKFRS”); Hong Kong Accounting Standards (“HKAS”); and Interpretations. These consolidated
financial statements also comply with the applicable disclosure provisions of the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) and with the disclosure requirements of the Hong Kong Companies Ordinance (Cap. 622). Significant
accounting policies adopted by the Group are disclosed below.

The HKICPA has issued certain new and revised HKFRSs that are first effective or available for early adoption for the current
accounting period of the Group. Note 3 provides information on any changes in accounting policies resulting from initial application of
these developments to the extent that they are relevant to the Group for the current and prior accounting periods reflected in these
consolidated financial statements.

3. ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS

The Group has applied the following amendments to HKFRSs issued by the HKICPA for the first time, which are mandatorily
effective for the annual period beginning on or after 1 January 2021 for the preparation of the consolidated financial statements:

Amendments to HKFRS 9, HKAS 39 and Interest Rate Benchmark Reform — Phase 2
HKFRS 7, HKFRS 4 and HKFRS 16

Except as described below, the application of the amendments to HKFRSs in the current year had no material impact on
the Group’s financial positions and performance for the current and prior years and/or on the disclosures set out in these
consolidated financial statements.

Amendments to HKFRS 9, HKAS 39, HKFRS 7, HKFRS 4 and HKFRS 16, Interest Rate Benchmark Reform — Phase 2

The amendments provide targeted reliefs from (i) accounting for changes in the basis for determining contractual cash flows
of financial assets, financial liabilities and lease liabilities as modifications, and (i) discontinuing hedge accounting when an
interest rate benchmark is replaced by an alternative benchmark rate as a result of the reform of interbank offered rates (‘IBOR
reform?”).

The amendments do not have an impact on these financial statements as the group does not have contracts that are indexed
to benchmark interest rates which are subject to the IBOR reform.
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3. ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS (CONT’D)

The Group has not applied any new and revised HKFRSs that have been issued but are not yet effective for the financial year
beginning 1 January 2021. These new and revised HKFRSs include the following which may be relevant to the Group.

Effective for
accounting periods
beginning on or after

Amendments to HKFRS 3 Business Combination — Reference to the Conceptual Framework 1 January 2022
Amendments to HKAS 16 Property Plant and Equipment — Proceeds before Intended Use 1 January 2022
Amendments to HKAS 37 Onerous Contracts — Cost of Fulfiling a Contract 1 January 2022
Annual Improvements to HKFRSs 2018-2020 Cycle 1 January 2022
Amendments to HKAS 1 Classification of Liabilities as Current or Non-current 1 January 2023
Amendments to HKAS 1 Presentation of Financial Statements and 1 January 2023

HKFRS Practice Statement 2 Making Materiality Judgements — Disclosure of
Accounting Policies

Amendments to HKAS 8 Accounting Palicies, Changes in Accounting Estimates and 1 January 2023
Errors — Definition of Accounting Estimates

Amendments to HKAS 12 Income Taxes — Deferred Tax Related to Assets and 1 January 2023
Liabilities Arising from a Single Transaction

The Group is in the process of making an assessment of what the impact of these amendments and new standards is
expected to be in the period of initial application. So far it has concluded that the adoption of them is unlikely to have a
significant impact on the consolidated financial statements.

4. SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared under the historical cost convention, unless mentioned otherwise in the
accounting policies below (e.g. certain financial instruments that are measured at fair value).

The preparation of financial statements in conformity with HKFRS requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of applying the Group’s accounting policies. The areas involving a
higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the consolidated financial
statements are disclosed in note 5.

The significant accounting policies applied in the preparation of these consolidated financial statements are set out below.
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SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

The consolidated financial statements include the financial statements of the Company and its subsidiaries made up to 31
December. Subsidiaries are entities over which the Group has control. The Group controls an entity when it is exposed, or has
rights, to variable returns from its involvement with the entity and has the ability to affect those returns through its power over
the entity. The Group has power over an entity when the Group has existing rights that give it the current ability to direct the
relevant activities, i.e. activities that significantly affect the entity’s returns.

When assessing control, the Group considers its potential voting rights as well as potential voting rights held by other parties. A
potential voting right is considered only if the holder has the practical ability to exercise that right.

Subsidiaries are consolidated from the date on which control is transferred to the Group. They are de-consolidated from the
date the control ceases.

The gain or loss on the disposal of a subsidiary that results in a loss of control represents the difference between (i) the fair
value of the consideration of the sale plus the fair value of any investment retained in that subsidiary and (i) the Company’s
share of the net assets of that subsidiary plus any remaining goodwill and any accumulated foreign currency translation reserve
relating to that subsidiary.

Intragroup transactions, balances and unrealised profits are eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred. Accounting policies of subsidiaries have been changed
where necessary to ensure consistency with the policies adopted by the Group.

Non-controlling interests represent the equity in subsidiaries not attributable, directly or indirectly, to the Company. Non-
controlling interests are presented in the consolidated statement of financial position and consolidated statement of changes
in equity within equity. Non-controlling interests are presented in the consolidated statement of profit or loss and consolidated
statement of profit or loss and other comprehensive income as an allocation of profit or loss and total comprehensive income
for the year between the non-controlling shareholders and owners of the Company.

Profit or loss and each component of other comprehensive income are attributed to the owners of the Company and to the
non-controlling shareholders even if this results in the non-controlling interests having a deficit balance.

Changes in the Company’s ownership interest in a subsidiary that do not result in a loss of control are accounted for as equity
transactions (i.e. transactions with owners in their capacity as owners). The carrying amounts of the controlling and non-
controlling interests are adjusted to reflect the changes in their relative interests in the subsidiary. Any difference between the
amount by which the non-controlling interests are adjusted and the fair value of the consideration paid or received is recognised
directly in equity and attributed to the owners of the Company.

In the Company’s statement of financial position, an investment in a subsidiary is stated at cost less impairment loss, unless
the investment is classified as held for sale (or included in a disposal group that is classified as held for sale).

The acquisition method is used to account for the acquisition of a subsidiary in a business combination. The consideration
transferred in a business combination is measured at the acquisition-date fair value of the assets given, equity instruments issued,
liabilities incurred and any contingent consideration. Acquisition-related costs are recognised as expenses in the periods in
which the costs are incurred and the services are received. Identifiable assets and liabilities of the subsidiary in the acquisition
are measured at their acquisition-date fair values.

The excess of the sum of the consideration transferred over the Group’s share of the net fair value of the subsidiary’s
identifiable assets and liabilities is recorded as goodwill. Any excess of the Group’s share of the net fair value of the identifiable
assets and liabilities over the sum of the consideration transferred is recognised in consolidated profit or loss as a gain on
bargain purchase which is attributed to the Group.
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SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

In a business combination achieved in stages, the previously held equity interest in the subsidiary is remeasured at its
acquisition-date fair value and the resulting gain or loss is recognised in consolidated profit or loss. The fair value is added to
the sum of the consideration transferred in a business combination to calculate the goodwill.

The non-controlling interests in the subsidiary are initially measured at the non-controlling shareholders’ proportionate share of
the net fair value of the subsidiary’s identifiable assets and liabilities at the acquisition date.

After initial recognition, goodwill is measured at cost less accumulated impairment losses. For the purpose of impairment
testing, goodwill acquired in a business combination is allocated to each of the cash-generating units (“CGUs”) or groups of
CGUs that is expected to benefit from the synergies of the combination. Each unit or group of units to which the goodwill is
allocated represents the lowest level within the Group at which the goodwill is monitored for internal management purposes.
Goodwill impairment reviews are undertaken annually, or more frequently if events or changes in circumstances indicate a
potential impairment. The carrying value of the CGU containing the goodwill is compared to its recoverable amount, which is
the higher of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as an expense and is
not subsequently reversed.

(i) Functional and presentation currency
ltems included in the financial statements of each of the Group’s entities are measured using the currency of the primary
economic environment in which the entity operates (the “functional currency”). The consolidated financial statements
are presented in Renminbi (“RMB”), which is the Company’s presentation currency and the functional currency of the
principal operating subsidiaries of the Group. The functional currency of the Company is Hong Kong dollars (‘HK$”).

(if) Transactions and balances in each entity’s financial statements
Transactions in foreign currencies are translated into the functional currency on initial recognition using the exchange
rates prevailing on the transaction dates. Monetary assets and liabilities in foreign currencies are translated at the
exchange rates at the end of each reporting period. Gains and losses resulting from this translation policy are recognised
in profit or loss.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction dates. The transaction date is the date on which the company
initially recognises such non-monetary assets or liabilities. Non-monetary items that are measured at fair value in foreign
currencies are translated using the exchange rates at the dates when the fair values are determined.

When a gain or loss on a non-monetary item is recognised in other comprehensive income, any exchange component
of that gain or loss is recognised in other comprehensive income. When a gain or loss on a non-monetary item is
recognised in profit or loss, any exchange component of that gain or loss is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(iii) Translation on consolidation
The results and financial position of all the Group entities that have a functional currency different from the Company’s
presentation currency are translated into the Company’s presentation currency as follows:

- Assets and liabilities for each statement of financial position presented are translated at the closing rate at the
date of that statement of financial position;

- Income and expenses are translated at average exchange rates for the period (unless this average is not a
reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case
income and expenses are translated at the exchange rates on the transaction dates); and

- All resulting exchange differences are recognised in other comprehensive income and accumulated in the foreign
currency translation reserve.

On consolidation, exchange differences arising from the translation of monetary items that form part of the net
investment in foreign entities and of borrowings are recognised in other comprehensive income and accumulated in
the foreign currency translation reserve. When a foreign operation is sold, such exchange differences are reclassified to
consolidated profit or loss as part of the gain or loss on disposal.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the
foreign entity and translated at the closing rate.

Property, plant and equipment are held for use in the production or supply of goods or services, or for administrative purposes
(other than properties under construction as described below). Property, plant and equipment are stated in the consolidated
statement of financial position at cost, less subsequent accumulated depreciation and subsequent accumulated impairment
losses, if any.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance are recognised in profit or loss during the period in which they are
incurred.

Depreciation of property, plant and equipment is calculated at rates sufficient to write off their cost less their residual values
over the estimated useful lives on a straight-line basis. The principal useful lives are as follows:

Buildings, pier and other infrastructure 8-44 years
Plant and machinery 5-15 years
Furniture, fixtures and equipment 5-12 years
Motor vehicles 5-8 years

The residual values, useful lives and depreciation method are reviewed and adjusted, if appropriate, at the end of each
reporting period, with the effect of any changes in estimate accounted for on a prospective basis.

Construction in progress represents buildings under construction and plant and equipment pending installation, and is stated
at cost less impairment losses. Depreciation begins when the relevant assets are available for use.

The gain or loss on disposal of property, plant and equipment is the difference between the net sales proceeds and the
carrying amount of the relevant asset, and is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Patents and computer software are stated at cost less accumulated amortisation and impairment losses. Amortisation is
calculated on a straight-line basis over their estimated useful lives of 2 to 16 years.

At inception of a contract, the Group assesses whether the contract is, or contains, a lease. A contract is, or contains, a lease if
the contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration. Control is
conveyed where the customer has both the right to direct the use of the identified asset and to obtain substantially all of the
economic benefits from that use.

The Group as lessee

Where the contract contains lease component(s) and non-lease component(s), the Group has elected not to separate non-
lease components and accounts for each lease component and any associated non-lease components as a single lease
component for all leases.

At the lease commencement date, the Group recognises a right-of-use asset and a lease liability, except for short-term leases
that have a lease term of 12 months or less and leases of low-value assets which, for the Group are primarily laptops and office
furniture. When the Group enters into a lease in respect of a low-value asset, the Group decides whether to capitalise the lease
on a lease-by-lease basis. The lease payments associated with those leases which are not capitalised are recognised as an
expense on a systematic basis over the lease term.

Where the lease is capitalised, the lease liability is initially recognised at the present value of the lease payments payable
over the lease term, discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, using
a relevant incremental borrowing rate. After initial recognition, the lease liability is measured at amortised cost and interest
expense is calculated using the effective interest method. Variable lease payments that do not depend on an index or rate are
not included in the measurement of the lease liability and hence are charged to profit or loss in the accounting period in which
they are incurred.

The right-of-use asset recognised when a lease is capitalised is initially measured at cost, which comprises the initial amount
of the lease liability plus any lease payments made at or before the commencement date, and any initial direct costs incurred.
Where applicable, the cost of the right-of-use assets also includes an estimate of costs to dismantle and remove the underlying
asset or to restore the underlying asset or the site on which it is located, discounted to their present value, less any lease
incentives received. The right-of-use asset is subsequently stated at cost less accumulated depreciation and impairment
losses.

Right-of-use assets in which the Group is reasonably certain to 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, right-of-use assets are
depreciated on a straight-line basis over the shorter of its estimated useful life and the lease term.

Refundable rental deposits paid are accounted under HKFRS 9 and initially measured at fair value. Adjustments to fair value at
initial recognition are considered as additional lease payments and included in the cost of right-of-use assets.

The lease liability is remeasured when there is a change in future lease payments arising from a change in an index or rate, or
there is a change in the Group’s estimate of the amount expected to be payable under a residual value guarantee, or there
is a change arising from the reassessment of whether the Group will be reasonably certain to exercise a purchase, extension
or termination option. When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been
reduced to zero.
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SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

The Group as lessee (Cont’d)

The lease liability is also remeasured when there is a change in the scope of a lease or the consideration for a lease that is not
originally provided for in the lease contract (“lease modification”) that is not accounted for as a separate lease. In this case the
lease liability is remeasured based on the revised lease payments and lease term using a revised discount rate at the effective
date of the modification.

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the weighted average basis. Net
realisable value for inventories of raw materials held for trading is the estimated selling price in the ordinary course of business,
less the estimated costs necessary to make the sale. Net realisable value for inventories of raw materials and consumables
held to be used in construction contracts is determined by reference to the underlying specific contracts in progress in which
the inventories will ultimately be used.

Other contract costs are either the incremental costs of obtaining a contract with a customer or the costs to fulfil a contract
with a customer which are not capitalised as inventory, property, plant and equipment or intangible assets.

Incremental costs of obtaining a contract are those costs that the Group incurs to obtain a contract with a customer that it
would not have incurred if the contract had not been obtained. Incremental costs of obtaining a contract are capitalised when
incurred if the costs are expected to be recovered, unless the expected amortisation period is one year or less from the date
of initial recognition of the asset, in which case the costs are expensed when incurred. Other costs of obtaining a contract are
expensed when incurred.

Costs to fulfil a contract are capitalised if the costs relate directly to an existing contract or to a specifically identifiable
anticipated contract; generate or enhance resources that will be used to provide goods or services in the future; and are
expected to be recovered. Costs that relate directly to an existing contract or to a specifically identifiable anticipated contract
may include direct labour, direct materials, allocations of costs, costs that are explicitly chargeable to the customer and other
costs that are incurred only because the group entered into the contract. Other costs of fulfilling a contract, which are not
capitalised as inventory or fixed assets are expensed as incurred.

Capitalised contract costs are stated at cost less accumulated amortisation and impairment losses. Impairment losses are
recognised to the extent that the carrying amount of the contract cost asset exceeds the net of (i) remaining amount of
consideration that the group expects to receive in exchange for the goods or services to which the asset relates, less (i) any
costs that relate directly to providing those goods or services that have not yet been recognised as expenses.

Amortisation of capitalised contract costs is charged to profit or loss when the revenue to which the asset relates is recognised.

Contract asset is recognised when the Group recognises revenue before being unconditionally entitled to the consideration
under the payment terms set out in the contract. Contract assets are assessed for expected credit losses (“ECL”) in
accordance with the policy set out in note 4(cc) and are reclassified to receivables when the right to the consideration has
become unconditional.

A contract liability is recognised when the customer pays consideration before the Group recognises the related revenue. A
contract liability would also be recognised if the group has an unconditional right to receive consideration before the Group
recognises the related revenue. In such cases, a corresponding receivable would also be recognised.
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SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

For a single contract with the customer, either a net contract asset or a net contract liability is presented. For multiple contracts,
contract assets and contract liabilities of unrelated contracts are not presented on a net basis.

When the contract includes a significant financing component, the contract balance includes interest accrued under the
effective interest method.

A contract with a customer is classified by the Group as a construction contract when the contract relates to fabrication of
facilities for oil and gas industries and for new energy and refining and chemical industries.

Revenue from construction contracts is recognised when customer obtains control of the promised goods or services in the
contract and it is probable that the Group will collect the consideration to which it will be entitled in exchanging for transferring
goods or services to the customer. Depending on the terms of the contract and the laws that apply to the contract, control
of the promised goods or services may regards as being transferred over time or at a point in time. Control of the asset is
transferred over time if the Group’s performance does not create an asset with an alternative use to the Group and the Group
has an enforceable right to payment for performance completed to date.

For construction contracts of which the control of the promised goods or services to the customer regards as being transferred
over time and when the outcome of a construction contract can be reasonably measured, revenue from the contract is
recognised progressively over time using the percentage of completion method, depends on the nature of the contract works,
measured by reference to the proportion of the actual costs incurred relative to the estimated total costs or to the percentage
of certified work performed to date to the estimated total contract sum of the relevant contracts.

For other construction contracts, revenue is recognised at a point in time when the customers obtain control of the assets.

Generally, the Group becomes entitled to invoice customers for fabrication of facilities based on achieving a series of
performance related milestones. When a particular milestone is reached the customer is sent a relevant statement of work
and an invoice for the related milestone payment. The Group will previously have recognised a contract asset for any work
performed. Any amount previously recognised as a contract asset is reclassified to trade receivables at the point at which
it is invoiced to the customer. If the milestone payment exceeds the revenue recognised to date under the percentage of
completion method then the Group recognises a contract liability for the difference. There is not considered to be a significant
financing component in construction contract with customers as the period between the recognition of revenue and the
milestone payment is always less than one year.

The likelihood of the Group earning contractual bonuses for early completion or suffering contractual penalties for late
completion are taken into account in making these estimates, such that revenue is only recognised to the extent that it is highly
probable that a significant reversal in the amount of cumulative revenue recognised will not occur.

When the outcome of the contract cannot be reasonably measured, revenue is recognised only to the extent of contract costs
incurred that are expected to be recovered.

If at any time the costs to complete the contract are estimated to exceed the remaining amount of the consideration under the
contract, then a provision is recognised.
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SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Financial assets and financial liabilities are recognised in the consolidated statement of financial position when the Group
becomes a party to the contractual provisions of the instruments.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly attributable to
the acquisition or issue of financial assets and financial liabilities (other than financial assets and financial liabilities at FVTPL)
are added to or deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at fair value through profit or loss
are recognised immediately in profit or loss.

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire, or when it
transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If the Group
neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the transferred asset,
the Group recognises its retained interest in the asset and an associated liability for amounts it may have to pay. If the Group
retains substantially all the risks and rewards of ownership of a transferred financial asset, the Group continues to recognise the
financial asset and also recognises a collateralised borrowing for the proceeds received.

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, including any non-cash assets transferred or liabilities assumed, is recognised in profit or loss.

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when there is a legally
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or realise the asset and
settle the liability simultaneously. The legally enforceable right must not be contingent on future events and must be enforceable
in the normal course of business and in the event of default, insolvency or bankruptcy of the company or the counterparty.

All regular way purchases or sales of financial assets are recognised and derecognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial assets that require delivery of assets within the time frame established by
regulation or convention in the marketplace. All recognised financial assets are measured subsequently in their entirety at either
amortised cost or fair value, depending on the classification of the financial assets.

Debt investments
Debt investments held by the Group are classified into one of the following measurement categories:

- amortised cost, if the investment is held for the collection of contractual cash flows which represent solely payments of
principal and interest. Interest income from the investment is calculated using the effective interest method.

- FVTOCI - recycling, if the contractual cash flows of the investment comprise solely payments of principal and interest
and the investment is held within a business model whose objective is achieved by both the collection of contractual
cash flows and sale. Changes in fair value are recognised in other comprehensive income, except for the recognition
in profit or loss of expected credit losses, interest income (calculated using the effective interest method) and foreign
exchange gains and losses. When the investment is derecognised, the amount accumulated in other comprehensive
income is recycled from equity to profit or loss.

- FVTPL if the investment does not meet the criteria for being measured at amortised cost or FVTOCI (recycling). Changes
in the fair value of the investment (including interest) are recognised in profit or loss.
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A receivable is recognised when the group has an unconditional right to receive consideration. A right to receive consideration
is unconditional if only the passage of time is required before payment of that consideration is due. If revenue has been
recognised before the group has an unconditional right to receive consideration, the amount is presented as a contract asset.

Receivables are stated at amortised cost using the effective interest method less allowance for credit losses.

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and other financial institutions,
and short-term, highly liquid investments that are readily convertible into known amounts of cash and which are subject to
an insignificant risk of changes in value, having been within three months of maturity at acquisition. Bank overdrafts that are
repayable on demand and form an integral part of the group’s cash management are also included as a component of cash
and cash equivalents for the purpose of the consolidated statement of cash flow. Cash and cash equivalents are assessed for
ECL.

Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements entered
into and the definitions of a financial liability and an equity instrument under HKFRSs. An equity instrument is any contract that
evidences a residual interest in the assets of the Group after deducting all of its liabilities. The accounting policies adopted for
specific financial liabilities and equity instruments are set out below.

Borrowings are recognised initially at fair value, net of transaction costs incurred, and subsequently measured at amortised
cost using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the liability for
at least 12 months after the reporting period.

Financial guarantee contracts are recognised as a financial liability at the time the guarantee is issued. The liability is initially
measured at fair value and subsequently at the higher of:

- the amount determined in accordance with the ECL model under HKFRS 9 and

- the amount initially recognised less, where appropriate, the cumulative amount of income recognised in accordance with
the principles of HKFRS 15.

The fair value of financial guarantees is determined based on the present value of the difference in cash flows between the
contractual payments required under the debt instrument and the payments that would be required without the guarantee, or
the estimated amount that would be payable to a third party for assuming the obligations.

Where guarantees in relation to loans or other payables of associates are provided for no compensation, the fair values are

accounted for as contributions and recognised as part of the cost of the investment.

Trade and other payables are recognised initially at their fair value and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting would be immaterial, in which case they are stated at cost.
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An equity instrument is any contract that evidence a residual interest in the assets of an entity after deducting all of its liabilities.
Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.

Derivatives are initially recognised at fair value at the date a derivative contract is entered into and are subsequently remeasured
to their fair value at the end of each reporting period.

An embedded derivative is a component of a hybrid contract that also includes a non-derivative host — with the effect that
some of the cash flows of the combined instrument vary in a way similar to a stand-alone derivative.

Derivatives embedded in hybrid contracts with a financial asset host within the scope of HKFRS 9 are not separated. The entire
hybrid contract is classified and subsequently measured as either amortised cost or fair value as appropriate.

Derivatives embedded in hybrid contracts with hosts that are not financial assets within the scope of HKFRS 9 are treated as
separate derivatives when they meet the definition of a derivative, their risks and characteristics are not closely related to those
of the host contracts and the host contracts are not measured at FVTPL.

If the hybrid contract is a quoted financial liability, instead of separating the embedded derivative, the Group generally
designates the whole hybrid contract at FVTPL.

Revenue is recognised when control over a product or service is transferred to the customer, at the amount of promised
consideration to which the Group is expected to be entitled, excluding those amounts collected on behalf of third parties.
Revenue excludes value added tax or other sales taxes and is after deduction of any trade discounts.

Revenue from trading of oil and gas, chemical and new energy products is recognised when control of the products has
transferred, being when the products are delivered to the customer. Following delivery, the customer has full discretion to use
the products, and has the primary responsibility when to sell the goods and bears the risks of obsolescence and loss in relation
to the goods. A receivable is recognised when the goods are delivered as this is the point in time that the consideration is
unconditional because only the passage of time is required before the payment is due.

Revenue from technical consultancy services; repair and maintenance and installation services is recognised based on the
stage of completion of the contract. Payment for these services is not due from the customer until the related services are
complete and therefore a contract asset is recognised over the period in which these services are performed representing the
entity’s right to consideration for the services performed to date.

Revenue from construction contracts is recognised in accordance with the policy set out on note 4(j) above.

Interest income is recognised as it accrues using the effective interest method. For financial assets measured at amortised cost
that are not credit-impaired, the effective interest rate is applied to the gross carrying amount of the asset. For credit impaired
financial assets, the effective interest rate is applied to the amortised cost (i.e. gross carrying amount net of loss allowance) of
the asset.

Dividend income is recognised when the shareholders’ rights to receive payment are established.

Rental income is recognised on a straight-line basis over the lease term.
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(i) Employee leave entitlements
Employee entitlements to annual leave and long service leave are recognised when they accrue to employees. A
provision is made for the estimated liability for annual leave and long service leave as a result of services rendered by
employees up to the end of the reporting period.

Employee entitlements to sick leave and maternity leave are not recognised until the time of leave.

The Group operates various post-employment schemes, including both defined benefit and defined contribution pension plans.

(ii) Pension obligations
The Group contributes to defined contribution retirement schemes which are available to all employees. Contributions to
the schemes by the Group and employees are calculated as a percentage of employees’ basic salaries. The retirement
benefit scheme cost charged to profit or loss represents contributions payable by the Group to the funds.

(iii) Termination benefits
Termination benefits are recognised at the earlier of the dates when the Group can no longer withdraw the offer of those
benefits and when the Group recognises restructuring costs and involves the payment of termination benefits.

The Group issues equity-settled share-based payments to certain directors, employees and consultants.

Equity-settled share-based payments to directors and employees are measured at the fair value (excluding the effect of non-
market based vesting conditions) of the equity instruments at the date of grant. The fair value determined at the grant date of
the equity-settled share-based payments is expensed on a straight-line basis over the vesting period, based on the Group’s
estimate of shares that will eventually vest and adjusted for the effect of non-market based vesting conditions.

Equity-settled share-based payments to consultants are measured at the fair value of the services rendered or, if the fair value
of the services rendered cannot be reliably measured, at the fair value of the equity instruments granted. The fair value is
measured at the date the Group receives the services and is recognised as an expense.

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that
necessarily take a substantial period of time to get ready for their intended use or sale, are capitalised as part of the cost of
those assets, until such time as the assets are substantially ready for their intended use or sale. Investment income earned on
the temporary investment of specific borrowings pending their expenditure on qualifying assets is deducted from the borrowing
costs eligible for capitalisation.

To the extent that funds are borrowed generally and used for the purpose of obtaining a qualifying asset, the amount of
borrowing costs eligible for capitalisation is determined by applying a capitalisation rate to the expenditures on that asset.
The capitalisation rate is the weighted average of the borrowing costs applicable to the borrowings of the Group that are
outstanding during the period, other than borrowings made specifically for the purpose of obtaining a qualifying asset. Any
specific borrowing that remain outstanding after the related asset is ready for its intended use or sale is included in the general
borrowing pool for calculation of capitalisation rate on general borrowings.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
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A government grant is recognised when there is reasonable assurance that the Group will comply with the conditions attaching
to it and that the grant will be received.

Government grants relating to income are deferred and recognised in profit or loss over the periods to match them with the
costs they are intended to compensate.

Government grants that become 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.

Government grants relating to the purchase of assets are recorded as deferred income and recognised in profit or loss on a
straight-line basis over the useful lives of the related assets.

Income tax represents the sum of the current tax and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit recognised in profit or loss
because of items of income or expense that are taxable or deductible in other years and items that are never taxable or
deductible. The Group’s liability for current tax is calculated using tax rates that have been enacted or substantively enacted by
the end of the reporting period.

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

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and associates,
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.

The carrying amount of deferred tax assets is reviewed at 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 to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset is
realised, based on tax rates that have been enacted or substantively enacted by the end of the reporting period. Deferred tax
is recognised in profit or loss, except when it relates to items recognised in other comprehensive income or directly in equity, in
which case the deferred tax is also recognised in other comprehensive income or directly in equity.

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

For the purposes of measuring deferred tax for leasing transactions in which the Group recognises the right-of-use assets and
the related lease liabilities, the Group first determines whether the tax deductions are attributable to the right-of-use assets or
the lease liabilities.
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For leasing transactions in which the tax deductions are attributable to the lease liabilities, the Group applies HKAS 12
requirements to right-of-use assets and lease liabilities separately. Temporary differences relating to right-of-use assets and
lease liabilities are not recognised at initial recognition and over the lease terms due to application of the initial recognition
exemption.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current
tax liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends to settle its
current tax assets and liabilities on a net basis.

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

Expenditure on research activities is recognised as an expense in the period in which it is incurred.

The carrying amounts of non-financial assets are reviewed at each reporting date for indications of impairment and where
an asset is impaired, it is written down as an expense through the consolidated statement of profit or loss to its estimated
recoverable amount. The recoverable amount is determined for an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or groups of assets. If this is the case, recoverable amount is
determined for the cash-generating units to which the asset belongs. Recoverable amount is the higher of value in use and the
fair value less costs of disposal of the individual asset or the cash-generating units.

Value in use is the present value of the estimated future cash flows of the asset/cash-generating units. Present values are
computed using pre-tax discount rates that reflect the time value of money and the risks specific to the asset/CGUs whose
impairment is being measured.

Impairment losses for cash-generating units are allocated first against the goodwill of the unit and then pro rata amongst the
other assets of the cash-generating units. Subsequent increases in the recoverable amount caused by changes in estimates
are credited to profit or loss to the extent that they reverse the impairment.

The Group recognises a loss allowance for expected credit losses on investments in debt instruments that are measured at
amortised cost or at FVTOCI, lease receivables, trade receivables and contract assets. The amount of expected credit losses is
updated at each reporting date to reflect changes in credit risk since initial recognition of the respective financial instrument.

The Group always recognises lifetime ECL for trade receivables, contract assets and lease receivables. The expected credit
losses on these financial assets are estimated using a provision matrix based on the Group’s historical credit loss experience,
adjusted for factors that are specific to the debtors, general economic conditions and an assessment of both the current as
well as the forecast direction of conditions at the reporting date, including time value of money where appropriate.

For all other financial instruments, the Group recognises lifetime ECL when there has been a significant increase in credit
risk since initial recognition. However, if the credit risk on the financial instrument has not increased significantly since initial
recognition, the Group measures the loss allowance for that financial instrument at an amount equal to 12-month ECL.
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Lifetime ECL represents the expected credit losses that will result from all possible default events over the expected life of a
financial instrument. In contrast, 12-month ECL represents the portion of lifetime ECL that is expected to result from default
events on a financial instrument that are possible within 12 months after the reporting date.

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly since initial recognition, the Group
compares the risk of a default occurring on the financial instrument at the reporting date with the risk of a default occurring on
the financial instrument at the date of initial recognition. In making this assessment, the Group considers both quantitative and
qualitative information that is reasonable and supportable, including historical experience and forward-looking information that
is available without undue cost or effort. Forward-looking information considered includes the future prospects of the industries
in which the Group’s debtors operate, obtained from economic expert reports, financial analysts, governmental bodies,
relevant think-tanks 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.

In particular, the following information where appropriate is taken into account when assessing whether credit risk has
increased significantly since initial recognition:

- an actual or expected significant deterioration in the financial instrument’s external (if available) or internal credit rating;

- significant deterioration in external market indicators of credit risk for a particular financial instrument;

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

- an actual or expected significant deterioration in the operating results of the debtor;

- significant increases in credit risk on other financial instruments of the same debtor;

- 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.

Irrespective of the outcome of the above assessment, the Group presumes that the credit risk on a financial asset has
increased significantly since initial recognition when contractual payments are more than 30 days past due, unless the Group
has reasonable and supportable information that demonstrates otherwise.

Despite the foregoing, the Group assumes that the credit risk on a financial instrument has not increased significantly since
initial recognition if the financial instrument is determined to have low credit risk at the reporting date. A financial instrument is
determined to have low credit risk if:

(i) the financial instrument has a low risk of default,

(ii) the debtor has a strong capacity to meet its contractual cash flow obligations in the near term, and

(iii) adverse changes in economic and business conditions in the longer term may, but will not necessarily, reduce the ability
of the borrower to fulfil its contractual cash flow obligations.

The Group considers a financial asset to have low credit risk when the asset has external credit rating of “investment grade”
in accordance with the globally understood definition or if an external rating is not available, the asset has an internal rating of
“performing”. Performing means that the counterparty has a strong financial position and there is no past due amounts.
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Significant increase in credit risk (Cont’d)

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

Definition of default

The Group considers the following as constituting an event of default for internal credit risk management purposes as historical
experience indicates that receivables that meet either of the following criteria are generally not recoverable:

- when there is a breach of financial covenants by the counterparty; or

- information developed internally or obtained from external sources indicates that the debtor is unlikely to pay its
creditors, including the Group, in full (without taking into account any collaterals held by the Group).

Irrespective of the above analysis, the Group considers that default has occurred when a financial asset is more than 90 days
past due unless the Group has reasonable and supportable information to demonstrate that a more lagging default criterion is
more appropriate.

Credit-impaired financial assets

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

- significant financial difficulty of the issuer or the counterparty;
- a breach of contract, such as a default or past due event;

- the lender(s) of the counterparty, for economic or contractual reasons relating to the counterparty’s financial difficulty,
having granted to the counterparty a concession(s) that the lender(s) would not otherwise consider; or

- it is becoming probable that the counterparty will enter bankruptcy or other financial reorganisation; or
- the disappearance of an active market for that financial asset because of financial difficulties.

Write-off policy

The Group writes off a financial asset when there is information indicating that the debtor is in severe financial difficulty and there is
no realistic prospect of recovery, including when the debtor has been placed under liquidation or has entered into bankruptcy
proceedings, or in the case of trade receivables, when the amounts are over two years past due, whichever occurs sooner.
Financial assets written off may still be subject to enforcement activities under the Group’s recovery procedures, taking into
account legal advice where appropriate. Any recoveries made are recognised in profit or loss.
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Measurement and recognition of ECL
The measurement of expected credit losses is a function of the probability of default, loss given default (i.e. the magnitude of

the loss if there is a default) and the exposure at default. The assessment of the probability of default and loss given default
is based on historical data adjusted by forward-looking information as described above. As for the exposure at default, for
financial assets, this is represented by the assets’ gross carrying amount at the reporting date.
For financial assets, the expected credit loss is estimated as the difference between all contractual cash flows that are due to
the Group in accordance with the contract and all the cash flows that the Group expects to receive, discounted at the original
effective interest rate.
If the Group has measured the loss allowance for a financial instrument at an amount equal to lifetime ECL in the previous
reporting period, but determines at the current reporting date that the conditions for lifetime ECL are no longer met, the Group
measures the loss allowance at an amount equal to 12-month ECL at the current reporting date, except for assets for which
simplified approach was used.
The Group recognises an impairment gain or loss in profit or loss for all financial instruments with a corresponding adjustment
to their carrying amount through a loss allowance account.
A related party is a person or entity that is related to the Group.
(A) A person or a close member of that person’s family is related to the Group if that person:

(i) has control or joint control over the Group;

(ii) has significant influence over the Group; or

(iii) is a member of the key management personnel of the Company or of a parent of the Company.

(B)  Anentity is related to the Group if any of the following conditions applies:

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

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

(iii) Both entities are joint ventures of the same third party.
(iv)  One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

(v) The entity is a post-employment benefit plan for the benefit of employees of either the Group or an entity related
to the Group.

(vi)  The entity is controlled or jointly controlled by a person identified in (A).

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

(vii) ~ The entity, or any member of a group of which it is a part, provides key management personnel services to the
reporting entity or to the parent of the reporting entity.
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Provisions are recognised for liabilities of uncertain timing or amount when the Group has a present legal or constructive
obligation arising as a result of a past event, it is probable that an outflow of economic benefits will be required to settle the
obligation and a reliable estimate can be made. Where the time value of money is material, provisions are stated at the present
value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability, unless the probability of outflow is remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-occurrence of one or more future events are also disclosed as contingent
liabilities unless the probability of outflow is remote.

Events after the reporting period that provide additional information about the Group’s position at the end of the reporting
period or those that indicate the going concern assumption is not appropriate are adjusting events and are reflected in the
consolidated financial statements. Events after the reporting period that are not adjusting events are disclosed in the notes to
the consolidated financial statements when material.

CRITICAL JUDGEMENTS AND KEY ESTIMATES

In the process of applying the accounting policies, the directors have made the following judgements that have the most significant
effect on the amounts recognised in the consolidated financial statements (apart from those involving estimations, which are dealt
with below).

(@)

(®)

Legal titles of certain land and building

As stated in note 19 to the consolidated financial statements, a subsidiary of the Group, Penglai Jutal is still in the process of
obtaining the land use right certificates of certain leasehold lands located in the PRC with carrying amount of approximately
RMB9,783,000 (2020: RMB10,338,000) and obtaining the ownership certificates of certain building structures erected
on these leasehold lands that were not yet obtain the land use right certificates with the carrying amount of approximately
RMB40,885,000 (2020: RMB43,678,000).

In addition, Penglai Jutal is in the process of obtaining the ownership certificates of other building structures with carrying
amounts of RMB58,096,000 (2020: RMB74,212,000). These building structures were erected on certain leasehold lands which
Penglai Jutal has obtained the land use right certificates.

Despite the fact that Penglai Jutal has not obtained the relevant legal titles, the directors determined to recognise those building
structures and leasehold lands as fixed assets and right-of-use assets respectively on the grounds that they expect the transfer
of legal titles of the above building structures and leasehold lands in future should have no major difficulties and Penglai Jutal is
in substance controlling and obtaining the economic benefits from those building structures and lands.

Significant increase in credit risk

As explained in note 4(cc), ECL are measured as an allowance equal to 12-month ECL for stage 1 assets, or lifetime ECL for
stage 2 or stage 3 assets. An asset moves to stage 2 when its credit risk has increased significantly since initial recognition.
HKFRS 9 does not define what constitutes a significant increase in credit risk. In assessing whether the credit risk of an asset
has significantly increased the Group takes into account qualitative and quantitative reasonable and supportable forward
looking information.
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()

Other contract costs

Other contract costs are divided into: (i) costs that give rise to an asset; and (i) costs that are expenses as incurred.

When determining the appropriate accounting treatment for such costs, the Group firstly considers any other applicable
standards. If there are other standards preclude capitalisation of a particular cost, then an asset is not recognised under
HKFRS 15.

If other standards are not applicable to other contract costs, the Group applies the criteria specified in HKFRS 15, if met, result
in capitalisation. The assessment of the criteria requires the application of judgement, in particular when considering if costs
generate or enhance resources to be satisfy future performance obligations and whether costs are expected to be recoverable.

The key assumptions concerning the future, and other key sources of estimation uncertainty at the end of the reporting period, that

have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year,
are discussed below.

(@)

©

®

Property, plant and equipment and depreciation

The Group determines the estimated useful lives, residual values and related depreciation charges for the Group’s property,
plant and equipment. This estimate is based on the historical experience of the actual useful lives and residual values of
property, plant and equipment of similar nature and functions. The Group will revise the depreciation charge where useful lives
and residual values are different to those previously estimated, or it will write-off or write-down technically obsolete or non-
strategic assets that have been abandoned.

The carrying amount of property, plant and equipment as at 31 December 2021 was approximately RMB1,179,349,000 (2020:
RMB1,246,905,000).

Recognition of revenue and profit from construction contracts and other services contracts over time

As explained in policy notes 4(j) and 4(u), revenue from technical support services and certain construction contracts are
recognised over time. The Group recognise revenue of these contracts by using the percentage of completion method
measured by reference to the proportion of the actual costs incurred relative to the estimated total costs or to the percentage of
certified work performed. Significant judgements and estimations are required in determining the completeness of the estimated
total costs and the accuracy of progress towards complete satisfaction of the performance obligations. As part of this process,
the estimated total costs of each contract will be reviewed periodically. Changes in cost estimates in future periods can have
effect on the Group’s revenue recognised. During the year, approximately RMB1,615,672,000 (2020: RMB1,151,364,000)
of revenue from these contracts (contracts which the percentage of completion is measured by reference to the actual costs
incurred relative to the estimate total cost) was recognised.

Income taxes

The Group is subject to income taxes in several jurisdictions. Significant estimates are required in determining the provision
for income taxes. There are many transactions and calculations for which the ultimate tax determination is uncertain during
the ordinary course of business. Where the final tax outcome of these matters is different from the amounts that were initially
recorded, such differences will impact the income tax and deferred tax provisions in the period in which such determination
is made. During the year, approximately RMB8,787,000 (2020: RMB28,405,000) of income tax was charged to profit or loss
based on the Group’s estimated profit for the year.
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()

()

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating unit to which
goodwill has been allocated. The value in use calculation requires the Group to estimate the future cash flows expected to arise
from the cash-generating unit and a suitable discount rate in order to calculate the present value. Where the actual future cash
flows are less than the expected, or change in facts and circumstances which results in downward revision of future cash flows
or upward revision of discount rate, a material impairment loss or further impairment loss may arise.

The carrying amount of goodwill at the end of the reporting period was approximately RMB52,444,000. (2020:
RMB52,444,000).

Impairment of trade and bills receivables and contract assets

The management of the Group estimates the amount of impairment loss for ECL on trade and bills receivables and contract
assets based on the credit risk of trade and bills receivables and contract assets. The amount of the impairment loss based
on ECL model is measured as the difference between all contractual cash flows that are due to the Group in accordance with
the contract and all the cash flows that the Group expects to receive, discounted at the effective interest rate determined at
initial recognition. Where the future cash flows are less than expected, or being revised downward due to changes in facts and
circumstances, a material impairment loss may arise.

As at 31 December 2021, the carrying amount of trade and bills receivables and contract assets is RMB917,228,000 (net
of allowance for doubtful debts of RMB122,322,000) (2020: RMB1,178,120,000 (net of allowance for doubtful debts of
RMB155,070,000)).

Estimation of liquidated damages of a construction contract

At 31 December 2021, the completion date of certain milestones of a contract were delayed and the Group is therefore
contractually liable for the liquidated damages for this contract.

The management of the Group estimates the amount of liquidated damages provision based on the progress of the contract
milestones, events that caused the delay, negotiations with the customer and the Group’s past experience with similar types of
contracts.

Where the actual amount of liquidated damages of this contract is different from previously estimated, such differences will
impact the Group’s revenue and results in the period in which such determination is made.

At 31 December 2021, the Group estimates the liquidated damages provision of this contract amounted to RMB 65,000,000
(2020: Nil).
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6. FINANCIAL RISK MANAGEMENT
The Group’s activities expose it to a variety of financial risks: foreign currency risk, credit risk, liquidity risk and interest rate risk. The
Group’s overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise potential
adverse effects on the Group’s financial performance.

Most of the Group’s business transactions, assets and liabilities are principally denominated in RMB and United States dollars
(“US$”). During the years ended 31 December 2021 and 2020, the Group entered into foreign exchange forward contracts to
hedge the foreign currency risk arising from certain of its contract revenue and trade receivables denominated in Euro and USS$.
The Group currently does not have a foreign currency hedging policy in respect of other foreign currency transactions, assets
and liabilities. The Group monitors its foreign currency exposure closely and will consider hedging significant foreign currency
exposure should the need arise.

At 31 December 2021, if the US$ had weakened 5 per cent against RMB with all other variables held constant, consolidated
profit after tax for the year would have been approximately RMB22,260,000 (2020: RMB5,275,000) lower, arising mainly as a
result of the foreign exchange loss on bank deposits and net position of trade receivables and trade payables denominated in
US$. If the US$ had strengthened 5 per cent against RMB with all other variables held constant, consolidated profit after tax
for the year would have been approximately RMB22,260,000 (2020: RMB5,275,000) higher, arising mainly as a result of the
foreign exchange gain on bank deposits and net position of trade receivables and trade payables denominated in US$.

As set out in note 29 of the consolidated financial statements, at the end of the reporting period, the Group had outstanding
foreign currency forward contracts which also expose the Group to foreign currency risk.

At 31 December 2021 and 2020, all outstanding foreign currency forward contracts are used to hedge the risk of depreciation
of US$ against RMB and depreciation of Euro against RMB. The directors of the Group consider that the foreign currency
exposure in respect of the outstanding foreign currency forward contracts for the years ended 31 December 2021 and 2020 is
insignificant to the Group and therefore no sensitivity analysis is presented thereon.

Credit risk is the risk that counterparty will not meet its obligations under a financial instrument or customer contract, leading
to a financial loss. The Group is exposed to credit risk from its operating activities (primarily trade and bills receivables and
contract assets) and from its financing activities, including deposits with banks and financial institutions, foreign exchange
transactions and other financial instruments. The Group’s exposure to credit risk arising from cash and cash equivalents and
derivative financial instruments is limited because the counterparties are banks and financial institutions with high credit-rating
assigned by international credit-rating agencies, for which the Group considers to have low credit risk.

Trade and bills receivables and contract assets

Customer credit risk is managed by each business unit subject to the Group’s established policy, procedures and control
relating to customer credit risk management. Individual credit evaluations are performed on all customers requiring credit over
a certain amount. These evaluations focus on the customer’s past history of making payments when due and current ability
to pay, and take into account information specific to the customer as well as pertaining to the economic environment in which
the customer operates. Trade receivables are generally due within 30 to 90 days from the date of billing. The Group obtained
collaterals from certain of its contract customers.

The Group measures loss allowances for trade and bills receivables and contract assets at an amount equal to lifetime ECLs,
which is calculated using a provision matrix.

The Group assessed that trade receivables arising from entering business with Small and medium-sized enterprises (Group 2)
and with those larger size enterprises (Group 1) (e.g. state-owned enterprises; well-established or listed companies) are subject
to different loss patterns and therefore determined to segment those trade receivables into two different groups which would
better reflect the shared credit risk characteristics of the customers in each grouping.
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Not more More than More than More than More than
than 90 days 90 days 180 days 1 year 2 years
Current past due past due past due past due past due

0.36% 7.33% 9.11% 100%
4.88% 80.75% 100% 100%

305,440 17,929 429,313
9,782 1,036 13,683

1,436 50,496 106,162
316,658 67,054 69,461 549,158

17,929 22,997
12 1,036 2,987

42,230 50,496 94,162
1,635 768 42,821 69,461 120,146
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6. FINANCIAL RISK MANAGEMENT (CONT’D)

Trade and bills receivables and contract assets (Cont’d)
As at 31 December 2020

Not more More than More than More than More than
than 90 days 90 days 180 days 1 year 2 years
Current past due past due past due past due past due Total
Trade and bills receivables
Expected loss rate
- Collectively assessed
Group 1 0.19% 0.94% 2.40% 3.68% 5.07% 100%
Group 2 2.36% 3.70% 8.84% N/A 12.59% 100%
Gross carrying amount
- Collectively assessed
Group 1 (RMB'000) 523,119 2,465 20,680 20,386 32,168 8,201 607,019
Group 2 (RMB’000) 14,164 3,760 1,615 - 1,919 274 21,732
- Specifically assessed
(RMB’000) 30,029 - - 50,296 80,981 86,635 247,941
Total 567,312 6,225 22,295 70,682 115,068 95,110 876,692
Loss allowance
- Collectively assessed
Group 1 (RMB'000) 971 23 497 750 1,631 8,201 12,073
Group 2 (RMB'000) 334 139 143 - 242 274 1,132
- Specifically assessed
(RMB’000) 1,436 - = 21,020 32,514 85,679 140,649
Total 2,741 162 640 21,770 34,387 94,154 153,854

For the purpose to measure the loss allowances for the unbilled trade receivables balance, the Group determine if these
unbilled receivables are past due by reference to the stipulated payment terms of the respective contracts.

Expected loss rate of contract assets for Group 1 and Group 2 customers are assessed to be 0.36% and 4.88% respectively
(2020: 0.19% and 2.36% respectively). As at 31 December 2021, the loss allowance provision for contract assets amounted to
RMB2,176,000 (2020: RMB1,216,000).

Expected loss rates are based on actual loss experience over the past 2 years. These rates are adjusted to reflect differences
between economic conditions during the period over which the historic data has been collected, current conditions and the
Group’s view of economic conditions over the expected lives of the receivables and contract assets.

Certain individual customers (where there is objective evidence of credit impairment) have been identified as having a
significantly elevated credit risk and have been provided for on a specific basis of which the expected credit loss rate was
adjusted for factors that were specific to these customers.
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153,854 155,070

(33,708) (32,748)
120,146 122,322

11
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1,106,870 - - - 1,106,870
111,133 - - - 111,133

12,365 11,200 20,117 18,966 62,648
322,618 183,098 - - 505,716

619,066 15,965 635,031
(594,071) (15,949) (610,020)




6.

FINANCIAL RISK MANAGEMENT (CONT’D)

The Group’s exposure to interest rate risk arises from its bank deposit, bank and other borrowings. Part of the Group’s bank
deposits and bank and other borrowings bear interests at variable rates varied with the then prevailing market condition and

expose the Group to cash flow interest rate risk.

At 31 December 2021, if interest rates had been 100 basis points lower with all other variables held constant, consolidated
profit after tax for the year would have been approximately RMB3,473,000 (2020: RMB7,711,000) lower, arising mainly as net
result of lower interest income on bank deposits and lower bank loans interest expenses. If interest rates had been 100 basis
points higher, with all other variables held constant, consolidated profit after tax for the year would have been approximately
RMB3,473,000 (2020: RMB7,711,000) higher, arising mainly as a net result of higher interest income on bank deposits and

higher bank loans interest expenses.

The Group’s other fixed-rate bank deposits and bank borrowings bear fixed interest rates and therefore are subject to fair value

interest rate risks.

ANNUAL REPORT 2021

2021 2020
RMB’000 RMB’000
Financial assets:
Financial assets measured at amortised cost 1,928,391 2,681,574
Derivative financial instruments — held for trading 24,848 2,182
Financial liabilities:
Financial liabilities at amortised cost 1,700,203 1,709,487

The carrying amounts of the Group’s financial assets and financial liabilities as reflected in the consolidated statement of

financial position approximate their respective fair values.

FAIR VALUE MEASUREMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The following disclosures of fair value measurements use a fair value hierarchy that categorises

into three levels the inputs to valuation techniques used to measure fair value:

Level 1 inputs: quoted prices (unadjusted) in active markets for identical assets or liabilities that the Group can access at the

measurement date.

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

directly or indirectly.

Level 3 inputs: unobservable inputs for the asset or liability.

The Group’s policy is to recognise transfers into and transfers out of any of the three levels as of the date of t
circumstances that caused the transfer.

he event or change in
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31 December 2021
using level 2
RMB’000

2021
RMB’000
Assets Liabilities

24,848




2021
RMB’000

5,032

3,796,518

3,801,550

2021
RMB’000

1,210,418

145,549

1,355,967

2021
RMB’000

2
RMB’000

2021
RMB’000

594

165,013

165,607
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2021
RMB’000

3,801,550
14,455
165,607

3,981,612

2021
RMB’000

20,081

3,961,531

3,981,612
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8.

9.

10.

REVENUE (CONT’D)

The above amount does not include any amounts of completion bonuses that the Group may earn in the future by meeting the
conditions set out in the Group’s construction contracts and technical support service contracts with customers, unless at the
reporting date it is highly probable that the Group will satisfy the conditions for earning those bonuses.

OTHER INCOME

2021 2020

RMB’000 RMB’000

Net foreign exchange gains - 17,977
Compensation income 1,922 -
Reversal of allowance for inventories - 3,878
Government grants recognised (note a) 15,585 19,338
Interest income on bank deposits 10,019 11,296
Gains on derivative financial instruments 30,992 13,179
Reversal of other receivable previously written off (note b) 3,000 -
Gains on disposal of property, plant and equipment 171 -
Others 1,719 2,852
63,408 68,520

Note (a): For the year ended 31 December 2021, government grants of approximately RMB6,737,000 (2020: RMB10,999,000) are recognised in relation
to compensation for expenses or losses already incurred or for the purpose of giving immediate financial support to the Group with no future
related costs. Government grants of approximately RMB8,848,000 (2020: RMB8,339,000) are recognised in relation to certain research and
development activities.

Note (b): For the year ended 31 December 2021, the reversal of other receivable was mainly resulted from the settlement of the amount which was fully
written off in previous year.

SEGMENT INFORMATION

The Group has two reportable segments as follows:
(@) Fabrication of facilities and provision of integrated services for oil and gas industries
(b) Fabrication of facilities and provision of integrated services for new energy and refining and chemical industries

The Group’s reportable segments are strategic business units that offer product and services to different industry sector. They are
managed separately because each business requires different technology and marketing strategies.

The Group’s other operating segment mainly represents provision of undersea maintenance services and technical support services
for industries other than oil and gas, new energy and refinery and chemical sectors. None of these segments meets any of the
quantitative thresholds for determining reportable segments. The information of these other operating segments is included in the
‘others’ column.

The accounting policies of the reportable segments are the same as those described in note 4 to the consolidated financial
statements. Segment profits or losses do not include other income, administrative expenses, other operating expenses, finance
costs, impairment losses/reversals of impairment losses on (i) trade and bills receivables; (i) other receivables; and (jii) contract assets,
and income tax expense. Segment assets do not include goodwill, derivative financial instruments, current and deferred tax assets,
pledged bank deposits, bank and cash balances and other corporate assets. Segment liabilities do not include bank borrowings,
derivative financial instruments, current and deferred tax liabilities and deferred income.



2,922,044
420,234

131,204

2,185,251

1,318,533

1,038,885
(137,074)

36,664

(50,982)

411

36,152

720,242

180,727
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28,295

15,050

3,981,612
283,616

168,646

(33,708)
960

90,776

2,933,788

1,514,310
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2021
RMB’000

283,616
(29,586)

33,708

(960)
63,408
(330,375)

2,933,788

662,765
134,310
24,848
6
54,762
52,444
11,047

3,873,970

1,514,310

482,200
9,735
28,113
34,145

2,068,503
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2021 2021
RMB’000 RMB’000

378,067 1,681,828
453,766
103,743
174,161
2,075
148
1,835,086
952,275
71,726
10,565

3,981,612 1,681,828

320,047 - 320,047

65,310 886,602 951,912
1,778,619 - 1,778,619
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2021
RMB’000

2021
RMB’000

22,935
2,599
4,052

29,586

2021
RMB’000

39,116
(740)

38,376

(29,589)
8,787
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2021
RMB’000

4,953
(952)
17,622
5,693
3,245
(12,677)
(740)
(8,357)

2021
RMB’000

550,732
36,444
44,232

631,408

2,009
143,913
22,724
a71)
16,382
123,665
1,693
1,186
726,237
4,614
(33,708)

5,317
(30,992)
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15. EMPLOYEE BENEFITS EXPENSE

2021 2020
RMB’000 RMB’000

Employee benefits expense:
Salaries, bonuses and allowances 550,732 476,719
Share-based payments 44,232 3,760
Retirement benefit scheme contributions 36,444 25,131
631,408 505,610

The Group contributes to defined contribution retirement plans which are available for eligible employees in the PRC and Hong
Kong.

Pursuant to the relevant laws and regulations in the People’s Republic of China, the Group has joined defined contribution
retirement schemes for the employees arranged by local government labour and security authorities (the “PRC Retirement
Schemes”). The Group makes contributions to the PRC Retirement Schemes at the applicable rates based on the amounts
stipulated by the local government organisations. Upon retirement, the local government labour and security authorities are
responsible for the payment of the retirement benefits to the retired employees.

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 Hong Kong Employment
Ordinance (Chapter 57 of the laws of Hong Kong). The MPF Scheme is a defined contribution retirement plan administered by
independent trustees. Under the MPF Scheme, the employer and the employees are each required to make contributions to
the plan at 5% of the employees’ relevant income, subject to a cap of monthly relevant income of HK$30,000.

During the years ended 31 December 2021 and 2020, the Group had no forfeited contributions under the PRC Retirement
Scheme and MPF Scheme and which may be used by the Group to reduce the existing level of contributions. There were also
no forfeited contributions available at 31 December 2021 and 2020 under the PRC Retirement Scheme and MPF Scheme
which may be used by the Group to reduce the contribution payable in future years.

The five highest paid individuals in the Group during the year included two (2020: one) directors whose emoluments are
reflected in the analysis presented above. The emoluments of the remaining three individual (2020: four individual) is set out

below:
2021 2020
RMB’000 RMB’000
Basic salaries and allowances 8,730 11,972
Discretionary bonus - -
Share-based payments 348 -
Retirement benefits scheme contributions - 40

9,078 12,012
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16. BENEFITS AND INTERESTS OF DIRECTORS (CONT’D)

Notes:

@ Mr. Lin Ke was resigned as an executive director on 8 January 2020.

(b) Mr. Cao Yunsheng was appointed as executive director on 22 January 2021.

©) Mr. Gao Zhigiang were appointed as executive directors on 10 April 2020.

(@) Mr. Tang Hui was resigned as executive director on 10 April 2020.

G Mr. Li Lin was appointed as executive director on 10 April 2020 and subsequently resigned on 22 January 2021.

® Mr. Tam Kin Yip was appointed as independent non-executive director on 18 August 2021.

During the year, no emoluments were paid by the Group to any of the directors or the highest paid individuals as an
inducement to join or upon joining the Group or as compensation for loss of office.

Pursuant to a master agreement dated 14 November 2018 made between the Company and Beijing Sanju, Beijing Sanju, for
itself and also as agent of its wholly owned subsidiaries and controlling companies, agrees to engage the Group to provide: (i)
purifying and refining device project contracting™ (1t K R{t A8 E &) T2 E); (i) special equipment/facilities manufacturing*
(FE R RENEZREE); and (i) project management and labour our sourcing services* (M B & ¥ sl R it 4 15K 55 iR 7%) for a
term of 36 months from 1 January 2019 to 31 December 2021 (both days inclusive), and the Company also agrees to engage
Beijing Sanju to provide products such as catalyst* (fE{EEIZE Y& 4 E) for a term of 36 months from 1 January 2019 to 31
December 2021 (both days inclusive). Contract revenue and other sales income received/receivable from Beijing Sanju and
its wholly owned subsidiaries was amounted to approximately RMB4,629,000 for the year ended 31 December 2021 (2020:
RMB70,610,000). Mr. Liu Lei is regarded as having a material interest in the Master Agreement.

Save for contracts amongst group companies and the aforementioned transaction, no other significant transactions,
arrangements and contracts to which the Company was a party and in which a director of the Company and other director’s
connected party had a material interest, whether directly or indirectly, subsisted at the end of the year or at any time during the
year.

17. DIVIDENDS

2021 2020

RMB’000 RMB’000

2020 interim special dividend of HK$0.15 per ordinary share 204,930 -
2020 final dividend of HK$0.22 per ordinary share 307,783 -

In February 2021, the Company paid an interim special dividend of RMB204,930,000 (HK$0.15 per ordinary share) to the
shareholders.
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RMB’000

1,664,616,937

18,207,469

1,682,824,406
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1,138,033
3,021
48,725

1,189,779

214,370
74,132

288,502

901,277

410,055
27,901
20,324

(11,362)

446,918

172,791
58,720
(10,983)

220,528

226,390

113,068
5,953
(2,254)
(16)

116,751

61,699
10,314
(2,063)
5,275
(16)

75,209

41,542

18,915
2,553
(3,127)
(11)

18,330

17,137
747
(3,110)
42

1)

14,815

32,831 1,712,902
42,843 82,271
(69,049) -
(16,743)

(27)

1,778,403

465,997
143,913
(16,156)
5,317
17

599,054

6,625 1,179,349
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20. RIGHT-OF-USE ASSETS

Leasehold Leased

lands properties Total

RMB’000 RMB’000 RMB’000

At 1 January 2020 402,799 49,662 452,461
Additions 87 19,560 19,647
Depreciation (12,046) (15,343) (27,389)
Termination of contracts - (154) (154)
Exchange differences - 4) (4)
At 31 December 2020 and 1 January 2021 390,840 53,721 444,561
Additions - 7,676 7,676
Depreciation (10,641) (12,083) (22,724)
At 31 December 2021 380,199 49,314 429,513

Lease liabilities of RMB51,933,000 (2020: RMB54,986,000) are recognised with related right-of-use assets of RMB49,314,000 (2020:
RMB53,721,000) as at 31 December 2021. The lease agreements do not impose any covenants other than the security interests in
the leased assets that are held by the lessor. Leased assets may not be used as security for borrowing purposes.

2021 2020

RMB’000 RMB’000

Depreciation expenses on right-of-use assets 22,724 27,389

Interest expense on lease liabilities (included in finance cost) 2,599 2,776
Expenses relating to short-term lease (included in cost of sales and services and

administrative expense) 13,741 7,648

Expenses relating to leases of low value assets (included in administrative expenses) 254 32

Details of total cash outflow for leases is set out in note 43(c).

For both years, the Group leases various offices, warehouses, and staff quarters for its operations. Lease contracts are entered
into for fixed term of 17 months to 15.5 years, but may have extension and termination options as described below. Lease terms
are negotiated on an individual basis and contain a wide range of different terms and conditions. In determining the lease term and

assessing the length of the non-cancellable period, the Group applies the definition of a contract and determines the period for which
the contract is enforceable.

In addition, the Group owns several industrial buildings where its construction facilities and office buildings are primarily located. The
Group is the registered owner of these property interests, including the underlying leasehold lands. Lump sum payments were made

upfront to acquire these property interests. The leasehold land components of these owned properties are presented separately only
if the payments made can be allocated reliably.



98

JUTAL OFFSHORE OIL SERVICES LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

20. RIGHT-OF-USE ASSETS (CONT’D)

21.

Some leases include an option to renew the lease for an additional period after the end of the contract term. Where practicable, the
Group seeks to include such extension options exercisable by the Group to provide operational flexibility. The Group assesses at
lease commencement date whether it is reasonably certain to exercise the extension options. If the Group is not reasonably certain to
exercise the extension options, the future lease payments during the extension periods are not included in the measurement of lease
liabilities. The potential exposure to these future lease payments is summarised below:

Potential future
lease payments
Lease liabilities  under extension

recognised options not
as at 31 included in
December 2021 lease liabilities

(discounted) (undiscounted)
RMB’000 RMB’000

Fabrication site — PRC 23,568 12,258

In addition, the Group reassesses whether it is reasonably certain to exercise an extension option, upon the occurrence of either a
significant event or a significant change in circumstances that is within the control of the lessee. During the year ended 31 December
2021, there has been no such triggering event.

GOODWILL

RMB’000
Cost
At 31 December 2020, 1 January 2021 and 31 December 2021 54,648
Accumulated impairment losses
At 31 December 2020, 1 January 2021 and 31 December 2021 (2,204)
Carrying amount
At 31 December 2021 and 31 December 2020 52,444

Goodwill acquired in a business combination is allocated, at acquisition, to the cash generating units (“CGUs”) that are expected to
benefit from that business combination. The carrying amount of goodwill had been allocated as follows:

2021 2020

RMB’000 RMB’000

Offshore oil and natural gas exploration facilities fabrication business 52,444 52,444
Undersea maintenance services - -
At 31 December 52,444 52,444

The recoverable amounts of the CGUs have been determined on the basis of their value in use using discounted cash flow method.
The key assumptions for the discounted cash flow method are those regarding the discount rates, growth rates, budgeted gross
margin and turnover during the period. The Group estimates discount rates using pre-tax rates that reflect current market assessments
of the time value of money and the risks specific to the business of the CGUs. The growth rates are based on long-term average
economic growth rate of the geographical area in which the businesses of the CGUs operate. Budgeted gross margin and turnover
are based on past practices and expectations on market development.

The Group prepares cash flow forecasts derived from the most recent financial budgets approved by the directors for the next five
years with the residual period using the growth rate of 2% (2020: 2.6%) for the Group’s offshore oil and natural gas exploration
facilities fabrication business. These rates do not exceed the average long-term growth rate for the relevant markets.

The rate used to discount the forecast cash flows from the Group’s offshore oil and natural gas exploration facilities fabrication
business is 14.5% (2020: 15.25%).
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2021

RMB’000

174,945
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2021
RMB’000

548,848
(120,146)

428,702
310

2021
RMB’000

9,476
419,536

2021
RMB’000

249,385
83,267
25,725
72,695

431,072
117,776

548,848
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2021
RMB’000

350,757
77,104

1,151

2021
RMB’000

7,136

RMB’000

2021
RMB’000

443,872
44,344

488,216
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2021
RMB’000

80,881
5,796

86,677

2021
RMB’000

430,267

(514,519)
170,929
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2021
RMB’000

2,035
78,448
145,146

2021
RMB’000
24,848

2021
RMB’000

504,731
130,397
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2021
RMB’000

318,732
4,204
404,996
69,077
66

797,075

2021
RMB’000

1,064,500
42,370

1,106,870

2021
RMB’000

803,232
135,846
66,984
58,438

1,064,500

2021
RMB’000

1,103,859
2,772

104

135

1,106,870
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2021
RMB’000

2021 2021
RMB’000 RMB’000

12,365 10,086
31,317 26,057
18,966 15,790

62,648 51,933

(10,715) N/A

51,933

(10,086)
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34. PROVISIONS

35.

Warranty provision

Provision for onerous

(note (i) contract (note (ii)) Total
2021 2020 2021 2020 2021 2020
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 46,506 58,117 22,035 = 68,541 58,117
Additional provisions 46,920 26,068 56,079 22,035 102,999 48,103
Provisions used - - - - - -
Unused provisions reversed (13,843) (87,679) - - (13,843) (87,679)
At 31 December 79,583 46,506 78,114 22,035 157,697 68,541
Note:
(i) The warranty provision represents the Group’s best estimate of the Group’s liability under 18 — 120 months warranties granted to its customers

in relation to certain construction contracts under which defective works are rectified or replaced.

The amount of the warranty provision is estimated based on past experience and current expectation of the level of defective works and the
estimation basis is reviewed on an ongoing basis and revised where appropriate.

(ii) The provision for onerous contracts relates to the Group’s exposure to the unavoidable cost of meeting its obligations under the contract, which
exceeds the expected benefits to be received by the Group. The provision is measure at the present value of the lower of the expected cost of
terminating the contract and the expected net cost of continuing with the contract.

BANK BORROWINGS

2021 2020

RMB’000 RMB’000

Bank borrowings 482,200 519,700
The bank borrowings are repayable as follows:

2021 2020

RMB’000 RMB’000

Within one year 306,000 37,500

More than one year, but not exceeding two years 137,100 306,000

More than two years, but not more than five years 39,100 176,200

482,200 519,700

Less: Amount due for settlement within 12 months (shown under current liabilities) (306,000) (87,500)

Amount due for settlement after 12 months 176,200 482,200

The carrying amounts of the Group’s bank borrowings are denominated in RMB.

The average interest rate of the Group’s bank borrowings at 31 December 2021 was 4.64% (2020: 4.75%) per annum.

Bank borrowings of approximately RMB224,000,000 (2020: RMB266,000,000) are arranged at fixed interest rates and expose the
Group to fair value interest rate risk. Bank borrowings were arranged at floating rates, thus exposing the Group to cash flow interest

rate risk.
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36,961

(8,848)
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82,999 (4,039)

21,558 (38,152) (53,394) 8,972

(6,709) 4213 3,245 (29,188)

(1,150) (29,589)
24,803 (67,340) (54,544)

(20,617)

2021
RMB’000

34,145
(54,762)

(20,617)
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DEFERRED TAX (CONT’D)

At the end of reporting period the Group has unused tax losses of approximately RMB506,835,000 (2020: RMB268,917,000)
available for offset against future profits. A deferred tax asset has been recognised in respect of approximately RMB448,937,000 (2020:
RMB255,367,000). No deferred tax asset has been recognized in respect of the remaining approximately of RMB57,898,000 (2020:
RMB13,550,000) due to the unpredictability of future profit streams. Included in unrecognised tax losses are losses of approximately
RMB4,613,000, RMB11,558,000, RMB262,000, RMB23,221,000, RMB2,274,000 and RMB2,622,000 that can be carried forward
by ten years, nine years, eight years, five years, four years and two years respectively. Other tax losses may be carried forward
indefinitely. (2020: The remaining RMB13,550,000 tax losses may be carried forward indefinitely.)

At the end of the reporting period, the aggregate amount of temporary differences associated with undistributed earnings of
subsidiaries for which deferred tax liabilities have not been recognised is approximately RMB22,015,000 (2020: RMB17,391,000). No
liability has been recognised in respect of these differences because the Group is in a position to control the timing of reversal of the
temporary differences and it is probable that such differences will not reverse in the foreseeable future.

SHARE CAPITAL
Number of
Shares Amount
HK$’000
Authorised:
Ordinary shares of HK$0.01 (2020: HK$0.01) each
At 1 January 2020, 31 December 2020, 1 January 2021 and 31 December 2021 4,000,000,000 40,000
Number of Equivalent to
Shares Amount Amount
Note HK$’000 RMB’000
Issued and fully paid:
Ordinary shares of HK$0.01
(2020: HK$0.01) each
At 1 January 2020, 31 December 2020 and
1 January 2021 1,634,016,389 16,341 14,755
Exercise of share options @) 47,290,000 472 395
At 31 December 2021 1,681,306,389 16,813 15,150

Note:

(@) Share options were exercised by option holders during the year ended 31 December 2021 to subscribe for a total of 47,290,000 ordinary shares
in the Company at total consideration of approximately HK$30,819,000 (equivalent to approximately RMB25,741,000), of which approximately
RMB395,000 was credited to share capital and the balance of approximately RMB25,346,000 was credited to the share premium account.
Approximately RMB13,688,000 has been transferred from the share-based payment reserve to the share premium account.

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern and to maximise
the return to the shareholders through the optimisation of the debt and equity balance.

The Group sets the amount of capital in proportion to risk. The Group manages the capital structure and makes adjustments to it in
the light of changes in economic conditions and the risk characteristics of the underlying assets. In order to maintain or adjust the
capital structure, the Group may adjust the payment of dividends, issue new shares, buy-back shares, raise new debts, redeem
existing debts or sell assets to reduce debts.
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39.

40.

SHARE CAPITAL (CONT’D)

The Group monitors capital using a gearing ratio, which is total borrowings and lease liabilities divided by total equity of the Group.
The Group’s policy is to keep the gearing ratio at a reasonable level.

The gearing ratio as at the 31 December 2021 is as follows:

2021 2020

RMB’000 RMB’000

Bank and other borrowings 482,200 519,700
Lease liabilities 51,933 54,986
Total equity 1,805,467 2,249,345
Gearing ratio 29.58% 25.55%

The increase in gearing ratio from the year ended 31 December 2020 resulted primarily from decrease in the Group’s equity balances
after paying the 2020 interim dividend and 2020 final dividend in aggregate of RMB512,713,000. The Group adjusts the amount of
bank borrowings from time to time to meet the Group’s working capital needs.

The externally imposed capital requirement for the Group is in order to maintain its listing on the Stock Exchange it has to have a
public float of at least 25% of the shares.

The Group receives a report from the share registrars weekly on substantial share interests showing the non-public float and it
demonstrates continuing compliance with the 25% limit throughout the year. As at 31 December 2021, 35.06% (2020: 35.88%) of
the shares were in public hands.

SHARE-BASED PAYMENTS

The Company operates a share option scheme for the purpose of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. The first option scheme was effective on 21 September 2006 and was ended
during the year ended 31 December 2016.

On 8 June 2016, a new share option scheme (the “New Scheme”) was adopted by the shareholders of the Company pursuant to the
shareholder’s resolution. Under the New Scheme, the Board of Directors of the Company may grant options to eligible participants.
Eligible participants include the full time and part-time employees, directors (including independent non-executive directors),
substantial shareholders of each member of the Group, associates of the directors and substantial shareholders of any member of the
Group, trustee of any trust pre-approved by the Board; and any advisor (professional or otherwise), consultant, distributor, supplier,
agent, customer, joint venture partner, service provider to the Group whom the Board considers, in its sole discretion, has contributed
or contributes to the Group. The New Scheme unless otherwise cancelled or amended, will remain in force for 10 years from 8 June
2016.

The General Scheme limit has been refreshed and approved by shareholder’s resolution at the Company’s Annual General Meeting
on 8 June 2018. The maximum number of unexercised share options currently permitted to be granted under the New Scheme is
an amount equivalent, upon their exercise, to 10% of the shares of the Company in issue on the date of the said Annual General
Meeting. The maximum number of shares issuable under share options to each eligible participant in the New Scheme within any
12-month period, is limited to 1% of the shares of the Company in issue on the date of the said Annual General Meeting. Any further
grant of shares options in excess of this limit is subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or Substantial Shareholder of the Company, or to any of their associates, are
subject to approval in advance by the independent non-executive Directors (excluding an independent non-executive Director who
is the Grantee of the Options). In addition, any share options granted to a Substantial Shareholder or an independent non-executive
Director of the Company, or to any of their associates, in excess of 0.1% of the shares of the Company in issue at any time or with an
aggregate value (based on the price of the Company’s shares at the date of the grant) in excess of HK$5 million, within any 12-month
period, are subject to Shareholders’ approval in advance in a general meeting.



40.

SHARE-BASED PAYMENTS (CONT’D)

The offer of a grant of share options may be accepted within 28 days from the date of the offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise period of the share options granted is determinable by the directors, and
commences after a certain vesting period and ends on a date which is not later than ten years from the date of the offer of the share

options.
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Share options do not confer rights on the holder to dividends or to vote at shareholders’ meetings.

Details of the specific categories of options are as follows:

Exercise

Date of grant Vesting period Exercise period price

HKS

2011A 23 May 2011 23 May 2011 to 22 May 2013 23 May 2013 to 22 May 2021 1.06
2011B 23 May 2011 23 May 2011 to 22 May 2014 23 May 2014 to 22 May 2021 1.06
2015A 29 July 2015 29 July 2015 to 28 July 2017 29 July 2017 to 28 July 2025 0.86
2015B 29 July 2015 29 July 2015 to 28 July 2018 29 July 2018 to 28 July 2025 0.86
2016A 14 October 2016 14 October 2016 to 13 October 2018 14 October 2018 to 13 October 2026 0.68
2016B 14 October 2016 14 October 2016 to 13 October 2019 14 October 2019 to 13 October 2026 0.68
2018A 9 January 2018 9 January 2018 to 8 January 2019 9 January 2019 to 8 January 2028 214
2018B 9 January 2018 9 January 2018 to 8 January 2020 9 January 2020 to 8 January 2028 214
2019A 29 May 2019 29 May 2019 to 28 August 2019 29 August 2019 to 28 May 2022 1.04
2019B 29 May 2020 29 May 2019 to 28 November 2019 29 November 2019 to 28 May 2022 1.04
2019C 29 May 2019 29 May 2019 to 28 May 2020 29 May 2020 to 28 May 2022 1.04
2019D 29 May 2019 29 May 2019 to 28 November 2020 29 November 2020 to 28 May 2022 1.04
2020A 24 April 2020 24 April 2020 to 31 March 2021 1 April 2021 to 23 April 2026 0.48
2020B 24 April 2020 24 April 2020 to 31 March 2022 1 April 2022 to 23 April 2026 0.48
2021 10 June 2021 N/A 10 June 2021 to 9 June 2024 1.50

For share options granted in 2021, if the options remain unexercised after a period of 3 years from the date of grant, the options
expire. For other share options granted, if the options remain unexercised after a period of 10 years from the date of grant, the

options expire. Options are forfeited if the employee leaves the Group.
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40. SHARE-BASED PAYMENTS (CONT’D)
Equity-settled share option scheme (Cont’d)

Details of the movement of the share options outstanding during the year are as follows:

2021 2020
Weighted Weighted
Number of average Number of average
share options exercise price share options exercise price
HK$ HK$
Outstanding at the beginning of the year 129,450,000 1.13 107,950,000 1.64
Granted during the year 100,000,000 0.50 48,000,000 0.48
Forfeited during the year (1,150,000) 1.62 (26,500,000) 214
Exercised during the year (47,290,000) 0.65 - N/A
Qutstanding at the end of the year 181,010,000 1.44 129,450,000 1.13
Exercisable at the end of the year 145,850,000 1.62 66,450,000 1.60

The weighted average share price at the date of exercise for share options exercised during the year was HK$1.30. The options
outstanding at the end of the year have a weighted average remaining contractual life of 3.5 years (2020: 5.3 years) and the exercise
price ranges from HK$0.48 to HK$2.14 (2020: HK$0.48 to HK$2.14).

In 2021, 100,000,000 options were granted on 10 June 2021. The estimated fair value of the options on this date is approximately
HK$49,291,000 (equivalent to RMB40,892,000). This estimated fair value was calculated using the Binomial Option-pricing model.
The inputs into the model are as follows:

2021
Number of share options granted 100,000,000
Grant date share price HK$1.43
Expected volatility 64.03%
Expected life 3 years
Risk free rate 0.25%
Expected dividend yield 1.39%

Expected volatility was determined by calculating the historical volatility of the Company’s share price since its Initial Public Offerings
to the valuation date. The expected life used in the model has been adjusted, based on the Group’s best estimate, for the effects of
non transferability, exercise restrictions and behavioral considerations.

Share options granted to a consultant was incentives for helping the Group to promote and enhance investor and media relationship.
The fair value of such benefit could not be estimated reliably and as a result, the fair value is measured by reference to the fair value of
share options granted.
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2021
RMB’000
524,774

11,882
821,086
2,993

835,961

2,775
141,449

691,737

15,150
1,201,361
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1,733,618 (82,745) 46,813 1,707,740

39,034 - (13,688) 25,346
(512,713) - - (512,713)
- (655) -
- - 45,418 45418

(40,048) (24,382) (64,430)
1,259,939 (122,793) (16,624) 1,201,361




1 January
2021
RMB’000

54,986

519,700
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Interest 31 December
Addition Cash flows expenses 2021
RMB’000 RMB’000 RMB’000 RMB’000

(13,328) 51,933

(60,435) 482,200

2021
RMB’000

27,323
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2021
RMB’000

27,323

27,323

2021
RMB’000
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2021
RMB’000

2,457

2021
RMB’000
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(Al amounts in RMB’000 unless otherwise stated)

2021
RMB’000

3,981,612

11,024

2021
RMB’000

3,873,970
(2,068,503)

1,805,467

1.19
1.09
29.58%




	COVER
	CONTENTS
	CORPORATE INFORMATION
	FINANCIAL HIGHLIGHTS
	CHAIRMAN’S STATEMENT
	MANAGEMENT DISCUSSION AND ANALYSIS
	DIRECTORS AND SENIOR MANAGEMENT
	DIRECTORS’ REPORT
	CORPORATE GOVERNANCE REPORT
	INDEPENDENT AUDITOR’S REPORT
	CONSOLIDATED STATEMENT OF PROFIT OR LOSS
	CONSOLIDATED STATEMENT OF PROFIT OR LOSSAND OTHER COMPREHENSIVE INCOME
	CONSOLIDATED STATEMENT OF FINANCIAL POSITION
	CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	CONSOLIDATED STATEMENT OF CASH FLOWS
	NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
	FINANCIAL SUMMARY



