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CHAIRMAN'S STATEMENT

Dear shareholders,

I am pleased to present the 2022 interim results report of Jiangnan Group Limited (“Company”, together with its
subsidiaries, the “Group”) for the six months ended 30 June 2022 to our shareholders.

BUSINESS ENVIRONMENT

Due to the severe and complex international environments and the widespread of the Coronavirus disease 2019
("COVID-19") pandemic in the People’s Republic of China (“China” or “"PRC"), the economy of the PRC in the first half of 2022
was adversely affected, and the unexpected factors had further driven downward pressure on the economy. According to
the National Bureau of Statistics of China, while China’s gross domestic product grew by 2.5% in the first half of 2022 over
the corresponding period in 2021 to RMB56.3 trillion, it grew weakly by 0.4% in the second quarter of 2022 over the
corresponding period in 2021. National fixed asset investments in the first half of 2022 increased by 6.1% over the
corresponding period in 2021 to RMB27.1 trillion.

According to the National Bureau of Statistics of China, in the first half of 2022, the utilisation rate of industrial production
capacity in China was 75.4%, representing a decrease of 2.5 percentage points over the corresponding period in 2021.
China’s composite Purchasing Managers’ Index (“PMI") output index for June 2022 was 50.2%, which represented a
decrease of 0.7 percentage point as compared to that for June 2021. The PMI output index of China had three months
below the boom-bust line during the first half of 2022, and in April 2022 it reached as low as 47.4%, indicating that the
manufacturing industry in the country was slowing down in the first half of 2022.

According to the National Energy Administration of China, total electricity consumption in China was 4.1 trillion kilowatt-
hours ('kwh") in the first half of 2022, representing an increase of 2.9% over the corresponding period in 2021, mainly driven
by primary industry and residential electricity consumption. According to the statistics of the Industry Development and
Environmental Resources Division of the China Electricity Council, a joint organisation of China’s power enterprises and
institutions approved to be established by the State Council, the national production capacity was 2.44 billion kilowatts in
the first half of 2022, representing an increase of 8.1% as compared with that of the same period last year, which was
mainly due to the increase in the installed power generation capacity of new energy, of which the installed capacity of solar
power generation increased by 25.8% as compared with that of the same period last year, followed by an increase in
installed capacity of wind power generation by 17.2% as compared with that of the same period in last year. In the first half
of 2022, the major power generation enterprises in China completed investments in respect of power supply works of
RMB215.8 billion, which were 14.0% higher than those in the corresponding period in 2021. Electricity generation in the first
half of 2022 was 3.96 trillion kwh, an increase of 0.7% over the corresponding period in 2021. According to the National
Energy Administration of China, the investments completed under the national grid project amounted to RMB190.5 billion in
the first half of 2022, representing an increase of 9.9% over those in the corresponding period in 2021. The above provided
a support to the sales of the Group's cables during the first half of 2022.

According to the National Bureau of Statistics of China, national infrastructure investments (excluding the production and
supply of electricity, heat, gas and water) in the first half of 2022 increased by 7.1% over those of the corresponding period
in 2021, which was mainly due to the 12.7% increase in investments in the water conservatory management industry, the
10.9% increase in investments in the public utility management industry, which was offset by the 4.4% decrease in
investments in the rail transport industry. The increase in infrastructure investments has driven the increase in the demand
for both the general and special power cables of the Group.



CHAIRMAN'S STATEMENT

With regard to the property sector, according to the National Bureau of Statistics of China, investments in real estate
development in China reached RMB&6.8 trillion in the first half of 2022, representing a decrease of 5.4% over those of the
corresponding period in 2021. In the first half of 2022, the floor space of commodity housing sold in China decreased by
22.2% over that of the corresponding period in 2021 to 680 million square metres and the sales decreased by 28.9% to
RMBG6.6 trillion. In the first half of 2022, the floor space of houses under development decreased by 34.4% over that of the
corresponding period in 2021 to 660 million square metres, and the floor space of houses completed decreased by 21.5%
over that of the corresponding period in 2021 to 290 million square metres. In the first half of 2022, the floor space of
houses under construction by developers reached 8.49 billion square metres, representing a decrease of 2.8% over that of
the corresponding period in 2021. The land areas purchased by the real estate developers in the first half of 2022 amounted
to 36.3 million square metres, representing a decrease of 48.3% over those of the corresponding period in 2021. The
downturn in the real estate industry has had a negative impact on the sales of the Group’s related wire and cable products.

In the first half of 2022, the price of copper remained above the threshold of USD9,500 per tonne in the first quarter of 2022
due to low inventories, new supply entering into the market, the demand in China being affected by the COVID-19 epidemic
and the Russia and Ukraine war. In early April 2022, the copper price on the London Metal Exchange Limited (“LME")
reached its highest at USD10,469 per tonne. But since then, the demand in China had been affected by the COVID-19
epidemic, and copper prices were moving downward and fell more than USD2,000 per tonne to USD8,245 per tonne by the
end of the first half of 2022. For the six months ended 30 June 2022, the average price of copper on the LME was USD9,756
per tonne, which was 7.3% higher than that in the corresponding period in 2021. For the six months ended 30 June 2022,
the average price of aluminium (another major raw material of the cable products of the Group) on the LME reached
USD2,362 per tonne, which was 14.3% higher than that in the corresponding period in 2021. As the Group prices its
products on a cost-plus basis, the increase in raw material prices has led to the upward adjustment of the Group’s product
prices, which benefited the turnover of the Group for the period under review.

BUSINESS REVIEW

In the first half of 2022, the Group’s turnover increased slightly by approximately 0.1% as compared with that in the
corresponding period of 2021, to approximately RMB8,817.9 million, mainly attributable to the slowdown of economic
growth in the PRC, offset by the increase in average price of commodities for the raw materials such as copper and
aluminum.

In the first half of 2022, the COVID-19 epidemic broke out in many places in the PRC, especially in key economic regions
such as Shanghai and Wuxi, which had a great impact on the Group’s operations, including limitating the Group's upstream
supply of raw and auxiliary materials and the Group's delivery of finished goods to downstream customers. The obstruction
of transportation had resulted in a large backlog of finished products in the Group’s warehouse pending for delivery and
increased the pressure on the Group’s working capital needs. However, after the epidemic situation in the Yangtze River
Delta region alleviated, the overall operation of the Group had greatly improved. Up to the end of June 2022, various
operating parameters of the Group remained the same as compared with those in the corresponding period in 2021.
However, the current COVID-19 epidemic situation in the PRC is still not completely under control and there are still many
uncertainties in the Group's financial performance in the future.
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In 2022, the Group will continue to increase its investments in equipment and technological transformation. In the first half
of 2022, the last three of the eight Finland-imported ultra-high-speed catenary CCV production lines had been installed in
the medium and high voltage cross-linking workshop and are expected to commence operation in September 2022; Jiangsu
Zhongmei Cable Group Co., Ltd. (L&t~ & B4 B PR A 7)) ("iangsu Zhongmei”), a subsidiary of the Company, has completed
the technical transformation project of 35KV and below rubber sheathed cables, replaced some legacy equipment with
advanced equipment in the industry, and expanded production capacity through technical transformation. After the
transformation, the workshop has more than 30 continuous volcanisation production lines to improve the product quality
and delivery time and becomes one of the largest rubber cables production bases in the PRC.

In the first half of 2022, the Group had supplied products to many prominent infrastructure projects, such as the Majinu
FOC Substation Project* (555 %3FOC&E 5B ) in Irag, the 7.8 million tonnes per year Opencast Coal Mine Project* (780
B FEXENEIEA) in the first block of the Thar Coalfield in Pakistan, the 600,000 tonnes per year Mineral Processing
Project* (60& WA, F3& & E B ) of Xuzhou Iron Mine Group Co., Ltd., the CRRC Songyuan New Energy Base Project* (7 42
FEEraeREMIER), the Sinopec Xinjiang New Star Green Hydrogen Demonstration Project* (FR A/t HiEH £4r S REIEH),
the State Forestry Administration Forest Fire Protection Engineering Technology Research Base Laboratory Project* (B Z#k
¥ BB A TR E EHEHE), the CNOOC Daxie Petrochemical-Aromatic Hydrocarbon Project* (& i A4
FA{E—35 I8 B), the Sinopec Beihai 30 cubic LNG Project* (A1t 1t/83032 77 LNGIE B), the Aerospace Fine Chemical New
Materials Industrial Base Project* (i A4k Tt RIEZEEMIAR), the Sinopec Shengli Oilfield Dongying Crude Ol
Depot Relocation Project* (FR/A1k B H 3R & R\ EE 18 B), the Tianjin Nangang 1.2 million tonnes per year Ethylene
and the Downstream High-end New Material Industry Cluster Project* (KJEEHE 120818, F 7,16 K T imi v R EEE
££18 B) of the Tianjin branch of China Petrochemical Corporation.

In the first half of 2022, the Group won the Advanced Unit of Quality Association in Jiangsu Province* (T#f& B Epe kit

F17), the Credit Management Demonstration Enterprise in Jiangsu Province * (T#x& {5 A& E /R&E %), the Abiding by
Contracts and Credit Worthy Enterprise in Jiangsu Province* (I & T A& RIE12 A1 %), the Top Ten Special Cable Brands
in 2022* (20225 TR EE T AW AE), the Civilized Unit in Jiangsu Province* (I#k“& X BAEENT), the Provincial AAA-level
Cultivation Object of Demonstration Enterprise for the Integration of Industrialisation and Industrialisation Management
System* (BF{LRLA EIREE R EIZ RS EEFHRAAAL), and the Provincial Star Cloud Five-star Enterprise* (& £ 4% +
ERELME). | was awarded the Manufacturing Outstanding Contribution Award Advanced Individual in Jiangsu Province*
(TarE SR B R EA) as token of my contribution to the Group in the manufacturing industry.

In recent years, amid keen market competition, the Group has been aiming at the domestic and overseas high-end cable
and wire markets, at home and abroad, and has managed to expedite the development and innovation of its new products,
new processes and new technologies by means of scientific research platforms such as the academician workstations and
post-doctoral workstations. In the first half of 2022, the Group has achieved positive results in the research and
development of products such as low-wind pressure overhead insulated cables, combustion and low-calorific B2-level
wires, long-life low-voltage power cables, combustion and low-calorific B2-level control cables, and the 105°C ethylene-
propylene insulation chlorosulfonated flame-retardant and cold-resistant cables for wind power generation with
polyethylene rubber sheath was successfully selected into the key technology innovation project orientation plan of Jiangsu
Province — key core technology and equipment research project *(T &k & &= 2 E T AIFTTE B EmEHE] - B O IRinsE
WEAREIAE).

* For identification purpose only
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STRATEGY AND OUTLOOK

In the second half of 2022, the global economic situation is still relatively severe, and international risks such as the conflict
between Russia and Ukraine, and the Taiwan issue continue. In the second quarter of 2022, the production and operation
of enterprises in China’s Yangtze River Delta region were greatly affected by the pandemic, with production and
transportation being the major problems. The interference of both the pandemic and overseas disturbances have not only
slowed down the economic growth, but also damaged the economic structure to certain extent. However, there will still be
a number of positive highlights in China’s domestic economy in the second half of the year and it is predicted that the
China’s economy would record a “V-shaped” growth in 2022. Investments will support the economy, with infrastructure as
the main pillar of growth, the manufacturing industry will drive the economy upward, while the turning point of the real
estate industry remains to be seen. It is expected that the constraints under China’s policy for dual control of energy
consumption will reduce in the second half of the year, and there is policy providing that power rationing must be resolutely
put to an end this year. In the second half of the year, China’s production is expected to be less disrupted by power and
production restrictions, while the pandemic remains the main uncertainty. According to the strategic layout of China’s “14th
Five-Year Plan”, high-end manufacturing is the key development direction, and its expected growth rate will still be higher
than the overall performance of the manufacturing industry.

In the first half of the year, the price of raw materials and freight rates remained high and demand was sluggish. The impact
of the pandemic on the midstream and downstream industries was greater than those on the upstream ones. The weak
bargaining power of the midstream industries results in reduction of the profits of the midstream industries. With the
concessions promoted by the Chinese government, the corporate expenses have also dropped to the lowest level in the
recent years. In the second half of the year, with the gradual tightening of capital liquidity and the marginal decline of
demand in overseas markets outside China, the price of some commodities such as non-ferrous metals is expected to fall
from a high level, easing the pressure on the costs in the cable industry, and the profits of some upstream manufacturing
industries may fall from a high level. Under the steady growth policy in China, the construction and building materials
industries relating to the infrastructure and real estate chains are expected to maintain growth, which will also promote the
growth of some midstream machinery manufacturing industries. The development of green infrastructure will drive the
maintenance of the growth of photovoltaic, wind power-related electrical machinery equipment and general equipment
manufacturing industries.

1. The cumulative investment of the “14th Five-Year Plan” power grid planning of State Grid and China Southern Power
Grid will exceed RMB 2.9 trillion, which is significantly higher than the total investment of RMB2.57 trillion in the
national power grid during the “13th Five-Year Plan” period and RMB?2 trillion during the “12th Five-Year Plan” period.
It is expected that, benefiting from the national long-term economic development plan and the advancement of new
infrastructure and smart grid construction, the wire and cable industry will continue to be optimized and upgraded,
showing a sustained and stable growth trend.

2. Solar energy is the cleanest, safest, and most reliable energy source in the future. Developed countries are taking the
development and utilisation of solar energy as the main content of energy revolution in their long-term plans, and the
photovoltaic industry is gradually becoming another developing industry growing exponentially following the IT and
microelectronics industries in the world. In the second half of the year, with further development of the national “dual
carbon” plan and the continuous growth of the new energy market, the photovoltaic cable market will also surge in
growth.

3. Inview of the rapid development of the wind energy industry in recent years and the increase of the national strategic
investment, wind energy cables have become a new field for the cable industry. In 2020, the market size of China’s
offshore wind power cable industry is RMBé billion, a year-on-year increase of 54.1%. In 2021, affected by the wave of
quick installation of offshore wind power generation, the growth rate has increased significantly, and then it has fallen
back and maintained steady growth. It is expected that the compound annual growth rate will be 37.36% from 2022 to
2025, and the market size will reach RMB25.40 billion in 2025.
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Notwithstanding that the market is full of opportunities, there are still some issues yet to be resolved in the development of
the Group, such as further improvement of the quality of its marketing, further enhancement of its management and further
improvement of its service capability. The Group will focus on the following areas for its business operations in the second
half of 2022:

1. Adhere to the international and domestic markets, deeply cultivate the domestic market, constantly capture new
opportunities in the gap in the domestic market, and further seize the market share.

2. Continue to adhere to its main line of smart manufacturing, rely on comprehensive digital transformation, speed up
the transformation of smart intelligence, further refine its processes, realise seamless connection between
production, sales, and logistics, so as to better meet the needs of the market and its customers.

3. Strengthen the formation of the staff team, promote training through competitions, and conduct activities such as
extensive competitions and training, and knowledge competitions, to create a good working atmosphere in which the
staff strive for excellence through competition.

4. Continue conducting in-depth production and lean manufacturing management, engage professional teams to
provide on-site guidance, improve its production system, optimise its on-site environment of its workshops, save
energy, reduce consumption, improve its production efficiency, and further reduce the manufacturing costs.

5. Strengthen the performance management system, especially for the management, and strictly conduct performance
appraisal in accordance with the business operating data.
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MANAGEMENT DISCUSSION AND ANALYSIS

OVERALL PERFORMANCE

For the six months ended 30 June 2022, the Group recorded a turnover of approximately RMB8,817.9 million, representing
an increase of approximately 0.1% as compared with that in the corresponding period in 2021, and a profit for the period
under review of approximately RMB158.3 million, representing an increase of approximately 8.3% as compared with that in
the corresponding period in 2021. The increase in the profit for the period under review was mainly due to () the decrease
in the selling and distribution costs by approximately 30.1% to approximately RMB213.6 million (six months ended 30 June
2021: RMB305.6 million) as a result of the decrease in the tender and inspection fee and travelling and entertainment
expenses during the period under review, (i) the decrease in the impairment losses under the expected credit loss (“ECL")
model, net of reversal, by approximately 30.8% to approximately RMB98.8 million (six months ended 30 June 2021:
RMB142.9 million), which was mainly attributable to sufficient provision had been made and carried forward from the end
of 2021; and (i) the decrease in the administrative expenses by approximately 16.3% to approximately RMB141.2 million (six
months ended 30 June 2021: RMB168.7 million) mainly due to the decrease in the entertainment expenses for business
management and enhancement during the period under review, partially offset by (1) the decrease in gross profit for the
period under review by approximately 16.3% to approximately RMB783.2 million (six months ended 30 June 2021: RMB935.5
million), which was mainly due to the decrease in gross profit margin as a result of more competitive pricing offered for the
Group's cable products during the period under review as a measure to cope with the adverse impact of the COVID-19
pandemic on the Group; and (2) the decrease in the other income for the period under review by approximately 49.6% to
approximately RMB27.8 million (six months ended 30 June 2021: RMB55.3 million) mainly due to the decrease in the
investment income from structured deposits for the period under review. Basic earnings per share for the period under
review was RMB2.61 cents while that for the six months ended 30 June 2021 was RMB2.41 cents, representing an increase
of approximately 8.3%.

MARKET AND BUSINESS REVIEW

According to the statistical data published by the National Bureau of Statistics of the PRC, the gross domestic product of
the PRC increased by 2.5% in the first half of 2022 amid the strict COVID-19 control measures adopted by the Chinese
government for the period under review. The global economy is full of uncertainties and challenges along with persistent
global supply chains and logistics constraints, the unexpected high inflation and accelerating interest rate hikes across
certain developed countries, such as the U.S. and the United Kingdom, and geopolitical conflicts. For the period under
review, the average price of copper on the LME reached USD9,756 per tonne, which was 7.3% higher than that in the
corresponding period in 2021, and the average price of aluminium reached USD2,362 per tonne, which was 14.3% higher
than that in the corresponding period in 2021. As the Group prices its products on a cost-plus basis, the increase in raw
material prices has alleviated the impacts of the drop in sales volume of the Group’s power cables products, the major
products of the Group, despite more competitive pricing offered for the Group’s products as a measure to cope with the
adverse impact of the COVID-19 pandemic on the Group during the period under review.

10
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MANAGEMENT DISCUSSION AND ANALYSIS

TURNOVER
For the six months
ended 30 June Turnover Gross Profit Margin
Percentage
2022 2021 Change 2022 2021 Change
RMB million RMB million

Power cables 5,651.4 6,034.0 -6.3% 8.6% 10.5% -1.9%
Wires and cables for electrical

equipment 2,080.2 1,890.6 10.0% 4.8% 7.1% -2.3%
Bare wires 284.5 188.8 50.7% 4.5% 6.8% -2.3%
Special cables 801.8 691.8 15.9% 23.1% 22.8% 0.3%
Total 8,817.9 8,805.2 0.1% 8.9% 10.6% -1.7%

Power Cable Products — 64.1% of Total Turnover

For the period under review, the turnover from power cable products amounted to approximately RMB5,651.4 million,
representing a decrease of approximately 6.3% over that for the corresponding period in 2021 (six months ended 30 June
2021: RMB6,034.0 million), and the turnover of power cables products accounted for approximately 64.1% of the total
turnover of the Group. Sales volume of the Group's power cable products decreased by approximately 9.4% to
approximately 95,800 km (six months ended 30 June 2021: 105,781 km), mainly attributable to the control measures
adopted on the COVID-19 pandemic in the PRC which had reduced customers’ consumption of the Group’s power cable
products during the period under review. Due to the increase in the average copper price, the average price of the power
cable products for the period under review increased by approximately 3.4% to approximately RMB58,992 per km (Six
months ended 30 June 2021: RMB57,043 per km). The gross profit of power cable products for the period under review
decreased to approximately RMB485.7 million (six months ended 30 June 2021: RMB631.3 million) and the gross profit
margin decreased to approximately 8.6% (six months ended 30 June 2021: 10.5%), mainly due to more competitive pricing
offered for the Group's power cable products during the period under review as a measure to cope with the adverse impact
of COVID-19 pandemic on the Group.

Wires and Cables for Electrical Equipment Products — 23.6% of Total Turnover

For the period under review, the turnover from wires and cables for electrical equipment products increased by
approximately 10.0% to approximately RMB2,080.2 million (six months ended 30 June 2021: RMB1,890.6 million). Sales
volume of wires and cables for electrical equipment products remained stable at approximately 812,001 km for the period
under review (six months ended 30 June 2021: 812,092 km). The average price of wires and cables for electrical equipment
products increased by approximately 10.1% from approximately RMB2,328 per km for the six months ended 30 June 2021
to approximately RMB2,562 per km for the period under review, mainly due to the increase in the average copper price and
the change in the mix of the products during the period under review. The gross profit of wires and cables for electrical
equipment products for the period under review decreased to approximately RMB99.7 million (six months ended 30 June
2021: RMB133.7 million) and the gross profit margin for the period under review dropped to approximately 4.8% (six months
ended 30 June 2021: 7.1%), mainly due to more competitive pricing offered for the Group’s wires and cables for electrical
equipment products during the period under review as a measure to cope with the adverse impact of the COVID-19
pandemic on the Group.

11
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Bare Wire Products — 3.2% of Total Turnover

The turnover from bare wires products significantly increased by approximately 50.7% to approximately RMB284.5 million
(six months ended 30 June 2021: RMB188.8 million) for the period under review, and the sales volume of bare wire products
increased by approximately 15.4% from approximately 13,102 tonnes for the six months ended 30 June 2021 to
approximately 15,116 tonnes for the period under review. The average price of bare wire products increased by
approximately 30.6% to approximately RMB18,819 per tonne (six months ended 30 June 2021: RMB14,410 per tonne) due to
the increase in average aluminum price during the period under review and the increase in sales of higher pricing bare wire
products in the first half of 2022. The gross profit margin of bare wire products decreased to 4.5% for the period under
review (six months ended 30 June 2021: 6.8%) mainly due to more competitive pricing offered for the Group's bare wire
products during the period under review as a measure to cope with the adverse impact of the COVID-19 pandemic on the
Group.

Special Cable Products — 9.1% of Total Turnover

During the period under review, the sales volume of special cables products decreased to approximately 27,937 km (six
months ended 30 June 2021: 28,605 km) while the turnover from special cable products increased by approximately 15.9%
to approximately RMB801.8 million (six months ended 30 June 2021: RMB691.8 million) for the period under review. The
average selling price of special cables products increased by approximately 18.7% from approximately RMB24,183 per km
for the six months ended 30 June 2021 to approximately RMB28,700 per km for the period under review. This increase in
the average selling price was mainly due to the increase in the average price of copper and the change of product mix with
an increase in the sale of higher selling price products during the period under review. The gross profit margin of special
cable products slightly increased to approximately 23.1% (six months ended 30 June 2021: 22.8%) for the period under
review.

Turnover by Geographical Markets

The PRC remains the Group’s key market. Sales in the PRC market for the period under review increased by approximately
0.2% to approximately RMB8,729.7 million (six months ended 30 June 2021: RMB8,708.2 million), which accounted for
approximately 99.0% of the Group’s total turnover, and such slight increase was primarily due to more competitive pricing
offered for the Group's products in the PRC during the period under review as a measure to cope with the adverse impact
of the COVID-19 pandemic on the Group.

Revenue contributed by the overseas markets for the period under review decreased by approximately RMB8.8 million or
approximately 9.1% as compared with that for the corresponding period in 2021. This decrease was mainly attributable to
the decrease in sales in Singapore during the period under review.

Cost of Goods Sold

Cost of goods sold which was composed of the costs of raw materials, production costs and direct labour costs, increased
by approximately 2.1% to approximately RMB8,034.8 million during the period under review (six months ended 30 June
2021: RMB7,869.7 million). Costs of raw materials accounted for approximately 96.2% of the cost of goods sold for the
period under review, and the costs of copper and aluminium (being the Group’s major raw materials) accounted for
approximately 83.0% of the cost of goods sold for the period under review on an aggregate basis. Direct labour costs
slightly increased and accounted for approximately 1.3% of the total cost of goods sold for the period under review. The
remaining balance of approximately 2.5% of the cost of goods sold for the period under review was attributable to
production costs, which mainly consisted of depreciation of equipment used in the production process, maintenance of
production lines and equipment, moulding of parts and components and other miscellaneous production-related costs.

12



MANAGEMENT DISCUSSION AND ANALYSIS

Gross profit decreased by approximately RMB152.4 million, or approximately 16.3%, from approximately RMB935.5 million
for the six months ended 30 June 2021 to approximately RMB783.2 million for the period under review. Gross profit margin
decreased to approximately 8.9% for the period under review from approximately 10.6% for the six months ended 30 June
2021. The decrease in gross profit and gross profit margin for the period under review was mainly due to more competitive
pricing offered for the Group's products during the period under review as a measure to cope with the adverse impact of
the COVID-19 pandemic on the Group.

Profit for the period under review increased by approximately 8.3% from approximately RMB146.2 million for the six months
ended 30 June 2021 to approximately RMB158.3 million for the period under review. Such increase was mainly due to (i) the
decrease in the selling and distribution costs by approximately 30.1% to approximately RMB213.6 million (six months ended
30 June 2021: RMB305.6 million) as a result of the decrease in the tender and inspection fee and travelling and
entertainment expenses during the period under review, (i) the decrease in the impairment losses under the ECL model,
net of reversal, by approximately 30.8% to approximately RMB98.8 million (six months ended 30 June 2021: RMB142.9
million), which was mainly attributable to sufficient provision had been made and carried forward from the end of 2021; and
(iil) the decrease in the administrative expenses by approximately 16.3% to approximately RMB141.2 million (six months
ended 30 June 2021: RMB168.7 million) mainly due to the decrease in the entertainment expenses for business
management and enhancement during the period under review, partially offset by (1) the decrease in gross profit for the
period under review by approximately 16.3% to approximately RMB783.2 million (six months ended 30 June 2021: RMB935.5
million), which was mainly due to the decrease in gross profit margin as a result of more competitive pricing offered for the
Group's cable products during the period under review as a measure to cope with the adverse impact of the COVID-19
pandemic on the Group; and (2) the decrease in the other income for the period under review by approximately 49.6% to
approximately RMB27.8 million (six months ended 30 June 2021: RMB55.3 million) mainly due to the decrease in the
investment income from structured deposits for the period under review.

Selling and distribution costs mainly represented the Group’s salary and welfare expenses for employees involved in selling
and distribution activities, services costs for providing technical support and after-sales services, transportation costs for
delivery of products to customers and other selling expenses, including marketing expenses, advertising and promotion
expenses and other miscellaneous expenses.

The selling and distribution costs decreased by approximately RMB92.0 million, or approximately 30.1%, from approximately
RMB305.6 million for the six months ended 30 June 2021 to approximately RMB213.6 million for the period under review.
The decrease in the selling and distribution costs was mainly due to the decrease in the tender and inspection fee and
travelling and entertainment expenses during the period under review. The selling and distribution costs as a percentage of
turnover decreased from approximately 3.5% for the six months ended 30 June 2021 to approximately 2.4% for the period
under review.
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MANAGEMENT DISCUSSION AND ANALYSIS

Administrative Expenses

Administrative expenses decreased by approximately RMB27.5 million, or approximately 16.3%, from approximately
RMB168.7 million for the six months ended 30 June 2021 to approximately RMB141.2 million for the period under review,
mainly due to the decrease in the entertainment expenses for business management and enhancement during the period
under review. The administrative expenses as a percentage of turnover decreased from approximately 1.9% for the six
months ended 30 June 2021 to approximately 1.6% for the period under review.

Research and Development Costs

Research and development costs increased by approximately 12.8% from approximately RMB34.0 million for the six months
ended 30 June 2021 to approximately RMB38.3 million for the period under review. This increase was mainly resulted from
the continuous increase in the Group’s expenditures on research and development of new products and technology (higher
gross margin products in particular) during the period under review, as compared with those in the corresponding period in
2021.

Other Gains (Losses), Net

Other gains (losses), net were mainly composed of exchange gain (loss), gain on disposal of right-of-use assets, gain (10ss)
on disposal of property, plant and equipment and fair value loss on financial assets at fair value through profit or loss
("FVTPL"). Other gains (losses), net turned from net loss of approximately RMB14.8 million for the six months ended 30 June
2021 to net gain of approximately RMB10.4 million for the period under review, was mainly due to the turning of an
exchange loss of approximately RMB14.8 million for the six months ended 30 June 2021 to an exchange gain of
approximately RMB6.7 million for the period under review and the gain on disposal of right-of-use assets of approximately
RMBA4.9 million, which was absent for the six months ended 30 June 2021, during the period under review.

Impairment Losses under the ECL Model, Net of Reversal

Impairment losses under the ECL model, net of reversal, which mainly represented the net impairment losses on trade and
other receivables and a loan to an associate, decreased by approximately RMB44.1 million, or approximately 30.8%, from
approximately RMB142.9 million for the six months ended 30 June 2021 to approximately RMB98.8 million for the period
under review. There was a significant one-off specific provision made for certain receivables due from customers in the
property sector for the year ended 31 December 2021, the additional impairment losses on trade and other receivables for
the period under review were mainly due to the increase in the remaining outstanding trade receivables as at 30 June 2022.

Finance Costs

Finance costs slightly decreased by approximately 0.9% from approximately RMB145.8 million for the six months ended 30
June 2021 to approximately RMB144.6 million for the period under review. The finance costs incurred remained stable as
the borrowings during the period under review remained stable as compared with that during the corresponding period in
2021. Finance costs as a percentage of turnover slightly decreased from approximately 1.7% for the six months ended 30
June 2021 to approximately 1.6% for the period under review.

Taxation

The Group's taxation decreased by approximately RMB6.5 million, or approximately 20.9%, from approximately RMB30.9
million for the six months ended 30 June 2021 to approximately RMB24.4 million for the period under review. The effective
tax rate for the period under review was approximately 13.4% (six months ended 30 June 2021: 17.4%). The decrease in the
taxation and the effective tax rate was mainly due to the increase in the proportion of the profits generated from the
subsidiaries of the Company which are endorsed as High and New Technology Enterprises in China, that are entitled to a
reduced income tax rate of 15% in the PRC.
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 30 June 2022, total assets of the Group amounted to approximately RMB16,367.1 million (31 December 2021:
RMB15,690.7 million).

Non-current assets decreased by approximately 2.8% from approximately RMB2,074.1 million as at 31 December 2021 to
approximately RMB2,016.5 million as at 30 June 2022. The decrease was mainly due to the disposal of certain leasehold
lands to the local government, the depreciation of property, plant and equipment and the decrease in the fair value of
equipment instrument at FVTOCI, partially offset by the increase in the deferred tax assets in respect of the impairment
losses under the ECL model, net of reversal, on trade and other receivables and increase in deposits paid for acquisition of
property, plant and equipment during the period under review.

Current assets increased by approximately 5.4% from approximately RMB13,616.6 million as at 31 December 2021 to
approximately RMB14,350.6 million as at 30 June 2022, which was mainly due to the increase in the trade and other
receivables arising from the increase in the outstanding trade receivables and the increase in deposits paid to suppliers for
acquisition of raw materials, and the increase in time deposits and pledged bank deposits as at 30 June 2022, partially offset
by the decrease in inventory and bank balances and cash as at 30 June 2022.

The Group's treasury policy is to keep its investment costs under control and manage the return of its investments
efficiently. Short-term borrowings work better than long-term borrowings to finance the Group’s working capital needs. Any
excess cash that is generated from the Group's operations will be placed in short-term and low-risk banking products that
are not sensitive to foreign exchange fluctuations to maximise the Group's investment returns.

Total bank and other borrowings increased by approximately 3.9% from approximately RMB3,923.7 million as at 31
December 2021 to approximately RMB4,076.8 million as at 30 June 2022. As at 30 June 2022, approximately RMB3,829.2
million (31 December 2021: RMB3,923.7 million) of the Group’s bank and other borrowings were repayable within one year,
approximately RMB226.2 million (31 December 2021: nil) were repayable within a period of more than one year but not
exceeding two years and approximately RMB21.4 million (31 December 2021: nil) were repayable within a period of more
than two years but not exceeding five years. Of the Group's total bank and other borrowings as at 30 June 2022,
approximately 100.0% (31 December 2021. 99.4%) of the bank and other borrowings were made by the Company’s
subsidiaries in the PRC. These loans were not guaranteed by the Company.

Total equity was approximately RMB6,055.9 million as at 30 June 2022, which was approximately 2.5% higher than that of
approximately RMB5,907.0 million as at 31 December 2021. The increase was mainly attributable to the profits generated
by the Group during the period under review.

The net-debt-to-equity ratio of the Group, defined as a percentage of net interest-bearing borrowings (bank and other
borrowings less bank balances and cash, time deposits and pledged bank deposits) of approximately RMB252.2 million over
total equity of approximately RMB6,055.9 million as at 30 June 2022, slightly increased from approximately 2.4% as at 31
December 2021 to approximately 4.2%. As compared with the net-debt-to-equity ratio of 11.1% as at 30 June 2021, the net-
debt-to-equity ratio of the Group as at 30 June 2022 has been improved. The slight deterioration in the net-debt-to-equity
ratio as at 30 June 2022 as compared with that as at 31 December 2021, was mainly due to the increase in bank and other
borrowings as a result of the sales and leaseback transactions which took place during the period under review.
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MANAGEMENT DISCUSSION AND ANALYSIS

On 7 January 2022, Wuxi Jiangnan Cable Co., Ltd. (£85I =& F R 7)) ("Jiangnan Cable”), a subsidiary of the Company,
as the lessee, and Suyin Financial Leasing Co., Ltd. (#xiRk & BHER /AR A 7)) (“Suyin Financial”), as the lessor, entered
into (1) the two transfer agreements, pursuant to which certain machineries and equipment of Jiangnan Cable (“Secured
Assets”) shall be transferred from Jiangnan Cable to Suyin Financial at a total consideration of RMB200,000,000; and (2) the
two leaseback agreements, pursuant to which the Secured Assets shall be leased by Suyin Financial to Jiangnan Cable for a
lease term of 30 months at total lease payments of approximately RMB217,356,940, subject to the terms and conditions
provided therein. Upon maturity of the lease term, Jiangnan Cable is entitled to purchase the Secured Assets under each of
the leaseback agreements at a nominal value of RMB1,000. The finance lease arrangements above are accounted for as
secured borrowings of the Group with the Secured Assets still being recognised as the assets of the Group in the
consolidated financial statements of the Company. Further details are set out in the announcement of the Company dated
7 January 2022.

In addition, the Group had sufficient committed but unused banking facilities of approximately RMB1,380.3 million as at 30
June 2022 to meet the needs of the Group’s business development. There was no material seasonality in relation to the
borrowing requirements of the Group.

During the period under review, the Group’s borrowings were mainly denominated in RMB and carried interest at a
premium over the RMB benchmark loan interest rates for financial institutions set by the People’s Bank of China. As at 30
June 2022, the majority of the Group’s bank balances and cash were denominated in RMB. As the Group's revenue was
mainly denominated in RMB and major expenses were denominated either in RMB or Hong Kong Dollars, the Group faced
relatively low currency risk during the period under review.

As at 30 June 2022, approximately 91.3% (31 December 2021: 93.4%) of the Group’s total bank and other borrowings carried
fixed interest rates.

During the period under review, the Group disposed of certain property, plant and equipment and leasehold lands with an
aggregate carrying amount of approximately RMB1,621,000 and RMB53,512,000 (six months ended 30 June 2021:
RMB65,000 and nil) respectively for cash proceeds of approximately RMB1,479,000 and RMB58,411,000 (six months ended
30 June 2021: RMB193,000 and nil) respectively, resulting in a loss on disposal of property, plant and equipment of
approximately RMB142,000 (six months ended 30 June 2021: gain of RMB128,000) and a gain on disposal of right-of-use
assets of approximately RMB4,899,000 (six months ended 30 June 2021: nil).

As at 30 June 2022, the Group has pledged certain of its leasehold lands, buildings, machineries, bills receivables, other
receivables and pledged bank deposits with carrying value of approximately RMB268.2 million, RMB135.3 million, RMB262.8,
nil, RMB18.4 million and RMB2,100.0 million respectively (31 December 2021: RMB332.3 million, RMB139.3 million,
RMB100.3 million, RMB104.6 million, nil and RMB1,967.2 million respectively) to certain financial institutions to secure credit
facilities granted to the Group.

During the six months ended 30 June 2022 and 2021, no interest expense was capitalised.

During the six months ended 30 June 2022 and 2021, the Group did not employ any financial instruments for hedging
PUrpOSES.

The capital expenditures in the second half of 2022 are expected to be settled by cash through internal resources of the
Group. Please refer to Note 16 of Notes to the Condensed Consolidated Financial Statements for the details of the capital
commitments of the Group as at 30 June 2022. Other than those as disclosed, the management of the Group does not
expect there to be any plans for material investments or capital assets in the second half of 2022 with reference to the
current situation as at the date of this interim report.
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MANAGEMENT DISCUSSION AND ANALYSIS

Contingent Liabilities
Other than those as disclosed in Note 17 of Notes to the Condensed Consolidated Financial Statements, neither the Group
nor the Company had any significant contingent liabilities as at 30 June 2022.

Use of Net Proceeds

Net proceeds from the Rights Issue

The net proceeds from the rights issue (“Rights Issue”) under which the Company issued 2,039,433,000 of its ordinary
shares on the basis of one share (“Rights Share”) for every two existing shares in issue held on the record date at the
subscription price of HK$0.28 per Rights Share, the completion of which took place on 22 October 2019, amounted to
approximately HK$555.5 million (after deducting related expenses). The amount of unutilised net proceeds from the Rights
Issue of approximately HK$223.2 million was brought forward from the year of 2021. The intended use and the actual use of
the net proceeds from the Rights Issue, as well as the unutilised net proceeds therefrom as at 30 June 2022 are as follows:

Intended
use of net
proceeds as
stated in the

prospectus of

the Company
dated

27 September
2019
HKS$'million

Expansion of the Group’s production facilities for

Actual

use of

net proceeds
as at

30 June 2022
HK$'million

Unutilised net
proceeds

as at

30 June 2022
HK$'million

mid-rated voltage power cables 218.2 112.0 106.2
Upgrade and development of the Group’s production

facilities for flexible fire-proof cables 37.9 37.9 -
Upgrade and expansion of the Group's existing

production facilities and management systems 46.9 469 -
Repayment of borrowings of the Group 120.0 120.0 -
Potential investment or acquisitions of the Group 110.0 - 110.0
General working capital of the Group 22.5 225 -
Total 555.5 339.3 216.2

During the period under review, the net proceeds from the Rights Issue of approximately HK$7.0 million were used for the
expansion of the Group's production facilities for mid-rated voltage power cables. The unutilised net proceeds from the
Rights Issue are expected to be used according to the intended use of net proceeds as stated in the prospectus of the
Company dated 27 September 2019 in the second half of 2022.

Outlook and Prospects

The details of the Group’s outlook and prospects are set out in the “Chairman’s Statement” in this interim report on pages 6
to 7.
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UNAUDITED INTERIM RESULTS

As at 30 June 2022

The Board is pleased to announce the unaudited condensed consolidated interim results of the Group for the six months
ended 30 June 2022 together with the comparative figures for the corresponding period in 2021:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME
For the six months ended 30 June 2022

Six months ended

30.6.2022 30.6.2021
RMB'000 RMB'000
(unaudited) (unaudited)
Turnover 3 8,817,910 8,805,187
Cost of goods sold (8,034,754) (7,869,680)
Gross profit 783,156 935,507
Other income 4 27,835 55,281
Selling and distribution costs (213,597) (305,587)
Administrative expenses (141,236) (168,722)
Research and development costs (38,300) (33,967)
Other gains (losses), net 5 10,419 (14,807)
Impairment losses under the ECL model, net of reversal 6 (98,802) (142,852)
Share of results of associates (2,168) (2,004)
Finance costs (144,550) (145,807)
Profit before taxation 7 182,757 177,042
Taxation 8 (24,419) (30,880)
Profit for the period 158,338 146,162

Other comprehensive income for the period
Item that will not be reclassified to profit or 10Ss:
Fair value loss on investment in equity instrument at fair value
through other comprehensive income (“FVTOCI") (10,146) (1,557)
Item that may be reclassified subsequently to profit or 0Ss:
Exchange differences arising from translation

of a foreign operation 682 12,445

Total comprehensive income for the period 148,874 157,050
Earnings per share 10

— Basic and diluted RMB2.61 cents RMB2.41 cents
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CONDENSED CONSOUIDATED STATEMENT OF FINANCIAL POSITION

As at 30 June 2022

30.6.2022 31.12.2021
RMB'000 RMB'000

(unaudited) (audited)

Non-current assets

Property, plant and equipment 11 857,055 886,770
Right-of-use assets 281,884 339,317
Deposits paid for acquisition of property, plant and equipment 131,066 108,156
Goodwill 54,775 54,775
Interests in associates - -
Loan to an associate 18,918 20,390
Equity instrument at fair value through other comprehensive
income 5,611 22,797
Pledged bank deposits 291,723 281,425
Time deposits 161,500 161,500
Deferred tax assets 213,958 198,983
2,016,490 2,074,113
Current assets
Inventories 3,745,844 4,174,207
Trade and other receivables 12 7,204,912 6,071,180
Structured deposits 28,500 34,600
Pledged bank deposits 1,808,288 1,685,824
Time deposits 292,000 20,050
Bank balances and cash 1,271,047 1,630,746
14,350,591 13,616,607
Current liabilities
Trade and other payables 13 4,895,912 4,667,477
Contract liabilities 1,174,091 1,035,923
Amounts due to directors 1,986 4,232
Bank and other borrowings 14 3,829,187 3,923,664
Lease liabilities 306 156
Taxation payable 95,574 87,581
9,997,056 9,719,033
Net current assets 4,353,535 3,897,574
Total assets less current liabilities 6,370,025 5,971,687
Non-current liabilities
Deferred tax liabilities 66,248 64,645
Bank and other borrowings 14 247,575 -
Lease liabilities 286 -
314,109 64,645
Net assets 6,055,916 5,907,042
Capital and reserves
Share capital 15 51,350 51,350
Reserves 6,004,566 5,855,692
Total equity 6,055,916 5,907,042
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the six months ended 30 June 2022

Shares held
for share  Investment Non-
Share Share Special award revaluation distributable Statutory Translation Accumulated

capital premium reserve scheme reserve reserve reserve reserve profits
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(Note @) (Note 18) (Note b) (Note c)

As at 31 December 2020
(audited) 51,350 2,466,619 148,696 (40,190) (1,006) 77,351 515,255 (46,616) 3,267,774 6,439,233

Exchange differences arising
from translation of a foreign

operation - - - - - - - 12,445 - 12,445
Fair value gain on investment in

equity instrument at FVTOCI - - - - (1,557) - - - - (1,557)
Profit for the period - - - - - - - - 146,162 146,162

Total comprehensive income for

the period - - - - (1,557) - - 12,445 146,162 157,050
Transfers - - - - - - 14,815 - (14,815) -
As at 30 June 2021 (Unaudited) 51,350 2,466,619 148,696 (40,190 (2,563) 77,351 530,070 (34,171) 3,399,121 6,596,283

As at 31 December 2021
(audited) 51,350 2,466,619 148,696 (40,190) (1,893) 77,351 541,358 (37,464) 2,701,215 5,907,042

Exchange differences arising
from translation of a foreign

operation - - - - - - - 682 - 682
Fair value gain on investment in

equity instrument at FVTOCI - - - - (10,146) - - - - (10,146)
Profit for the period - - - - - - - - 158,338 158,338
Total comprehensive income for

the period - - - - (10,146) - - 682 158,338 148,874
Disposal of investment in equity

instrument at FVTOCI - - - - 3,653 - - - (3,653) -
Transfers - - - - - - 18,591 - (18,591) -
As at 30 June 2022 (unaudited) 51,350 2,466,619 148,696 (40,190) (8,386) 77,351 559,949 (36,782) 2,837,309 6,055,916

Notes:

(a) The special reserve represents the difference between the nominal value of the shares of the Company issued in exchange for the entire equity interest
in Extra Fame Group Limited pursuant to the Group’s reorganisation in 2012.

(b) The non-distributable reserve represents the capitalisation of retained profit of Jiangnan Cable for the capital re-investment in Jiangnan Cable in 2007.
(© As stipulated by the relevant laws and regulations for foreign investment enterprises in the PRC, the PRC subsidiaries of the Group are required to
maintain a statutory surplus fund. Appropriation to such reserve is made out of net profit after taxation as reflected in the statutory financial statements

of the Group’s PRC subsidiaries while the amounts and allocation basis are decided by their board of directors annually. The statutory surplus reserve
fund can be used to make up prior year losses, if any, and can be applied in conversion into capital by means of capitalisation issue.
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

For the six months ended 30 June 2022

Six months ended

30.6.2022

RMB’000
(unaudited)

30.6.2021
RMB’000
(unaudited)

Cash generated from (used in) operations 41,067 (2,232,920)
PRC income tax paid (29,798) (19,055)
Net cash generated from (used in) operating activities 11,269 (2,251,975)
Investing activities
Release of pledged bank deposits 1,366,771 1,417,467
Release of time deposits 559,050 717,365
Release of structured deposits 502,860 3,713,779
Proceeds from disposal of right-of-use assets 58,411 -
Interest received 22,026 41,715
Proceeds from disposal of equity instrument at FVTOCI 7,040 -
Proceeds from disposal of property, plant and equipment 1,479 193
Repayment from an associate 814 -
Redemption of financial asset at FVTPL - 121,125
Bank deposits pledged (1,299,533) (1,240,419)
Placement of time deposits (1,031,000) (344,365)
Purchase of structured deposits (496,760) (3,185,010)
Deposits paid for acquisition of property, plant and equipment (44,541) (6,298)
Purchase of property, plant and equipment (6,310) (55,984)
Purchase of right-of-use assets - (54,550)
Net cash (used in) generated from investing activities (359,693) 1,125,018
Financing activities
New bank and other borrowings raised 2,408,350 2,222,150
Advances from directors 258 441
Repayment of bank borrowings (2,255,252) (1,676,988)
Interest paid (144,548) (146,891)
Placement of security deposits (18,400) -
Repayment to directors (2,504) (254)
Repayment of lease liabilities (152) (171)
Interest on lease liabilities (2) @)
Net cash (used in) generated from financing activities (12,250) 398,283
Net decrease in cash and cash equivalents (360,674) (728,674)
Cash and cash equivalents at beginning of the period 1,630,746 1,748,085
Effect of foreign exchange rate changes 975 413
Cash and cash equivalents at end of the period,
represented by bank balances and cash 1,271,047 1,019,824
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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BASIS OF PREPARATION

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

PRINCIPAL ACCOUNTING POLICIES
The condensed consolidated financial statements have been prepared on the historical cost basis.

Other than changes in accounting policies resulting from the application of amendments to Hong Kong Financial
Reporting Standards ("HKFRSS"), the accounting policies and methods of computation used in the condensed
consolidated financial statements for the six months ended 30 June 2022 are consistent with those followed in the
preparation of the Group’s annual consolidated financial statements for the year ended 31 December 2021.

Application of new and amendments to HKFRSs

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

Amendments to HKFRS 3 Reference to the Conceptual Framework

Amendments to HKFRS 16 COVID-19-Related Rent Concessions beyond 30 June 2021
Amendments to HKAS 16 Property, Plant and Equipment — Proceeds before Intended Use
Amendments to HKAS 37 Onerous Contracts — Cost of Fulfilling a Contract

Amendments to HKFRSS Annual Improvements to HKFRSs 2018-2020

The application of the amendments to HKFRSs in the current interim period has had no material impact on the
Group'’s financial positions and performance for the current and prior periods and/or on the disclosures set out in
these condensed consolidated financial statements.

TURNOVER AND SEGMENT INFORMATION

The Group’s chief operating decision maker has been identified as the executive Directors who review the business
of the following reportable operating segments by products:

° Power cables

o Wires and cables for electrical equipment

o Bare wires

° Special cables (including rubber cables, flexible fire proof cables and others)

The above segments have been identified on the basis of internal management reports prepared and regularly
reviewed by the executive Directors when making decisions about allocating resources and assessing the

performance of the Group.

Turnover represents the fair value of the consideration received and receivable for goods sold to external customers
during the reporting periods.
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NOTES TO THE CONDENSED CONSOULIDATED FINANCIAL STATEMENTS

3. TURNOVER AND SEGMENT INFORMATION (continued)
The segment results represent the gross profits earned by each segment (segment revenue less segment cost of
goods sold), which are internally generated financial information that has been regularly reviewed by the executive
Directors. However, other income, selling and distribution costs, administrative expenses, research and development
costs, other gains (losses), net, impairment losses under the ECL model, net of reversal, share of results of associates
and finance costs have not been allocated to each reportable segment. The segment results are reported to the
executive Directors for the purposes of resource allocation and assessment of segment performance.

The information of segment results is as follows:

Six months ended

30.6.2022 30.6.2021
RMB’000 RMB’000
(unaudited) (unaudited)
Revenue
— power cables 5,651,456 6,034,028
— wires and cables for electrical equipment 2,080,191 1,890,597
— bare wires 284,475 188,805
— special cables 801,788 691,757
8,817,910 8,805,187
Cost of goods sold
— power cables 5,165,708 5,402,720
— wires and cables for electrical equipment 1,980,523 1,756,864
— bare wires 271,593 175,884
— special cables 616,930 534,212
8,034,754 7,869,680
Segment results
— power cables 485,748 631,308
— wires and cables for electrical equipment 99,668 133,733
— bare wires 12,882 12,921
— special cables 184,858 157,545
783,156 935,507
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NOTES TO THE CONDENSED CONSOULIDATED FINANCIAL STATEMENTS

3. TURNOVER AND SEGMENT INFORMATION (continued)

The reportable segment results are reconciled to profit before taxation of the Group as follows:

Six months ended

30.6.2022 30.6.2021
RMB’'000 RMB'000
(unaudited) (unaudited)
Reportable segment results 783,156 935,507
Unallocated income and expenses
— Other income 27,835 55,281
— Selling and distribution costs (213,597) (305,587)
— Administrative expenses (141,236) (168,722)
— Research and development costs (38,300) (33,967)
— Other gains (losses), net 10,419 (14,807)
— Impairment losses under the ECL model, net of reversal (98,802) (142,852)
— Share of results of associates (2,168) (2,004)
— Finance costs (144,550) (145,807)
Profit before taxation 182,757 177,042

As no discrete information in respect of segment assets, segment liabilities and other information is used for the
assessment of performance and allocation of resources of different reportable segments, other than reportable
segment revenue and segment results as disclosed above, no analysis of segment assets and segment liabilities is
presented.

Geographical information

More than 90% of the Group’s sales were made to customers in the PRC (country of domicile) for both reporting
periods. More than 90% of the Group’s non-current assets were located in the PRC at 30 June 2022 and 31 December
2021.

Information about major customers

The Group had no customer that contributed over 10% of the total turnover of the Group in any of the reporting
periods.
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4. OTHER INCOME

Six months ended

30.6.2022 30.6.2021

RMB'000 RMB'000

(unaudited) (unaudited)

Bank interest income 21,853 18,513
Interest income from an associate 2,244 2,332
Investment income from structured deposits 271 23,202
Government subsidies (Note) 2,074 8,635
Others 1,393 2,599
27,835 55,281

Note: The amount represents the incentive subsidies provided by the PRC local authorities to the Group to encourage business development in the
Yixing region and research and energy reduction activities conducted by the Group, and all of them had no specific conditions imposed.

5. OTHER GAINS (LOSSES), NET

Six months ended

30.6.2022 30.6.2021

RMB’000 RMB'000

(unaudited) (unaudited)
Exchange gain (l0ss) 6,653 (14,800)
Gain on disposal of right-of-use assets 4,899 -
(Loss) gain on disposal of property, plant and equipment (142) 128
Fair value loss on financial asset at FVTPL (991) (135)
10,419 (14,807)

6. IMPAIRMENT LOSSES UNDER THE ECL MODEL, NET OF REVERSAL

Six months ended
30.6.2022 30.6.2021

RMB’'000 RMB’000
(unaudited) (unaudited)

Impairment losses under the ECL model, net of reversal on:

Trade receivables 93,450 136,415
Other receivables 3,086 4,101
Loan to an associate 2,266 2,336

98,802 142,852
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7. PROFIT BEFORE TAXATION

Six months ended
30.6.2022 30.6.2021

RMB’000 RMB’000
(unaudited) (unaudited)

Profit has been arrived at after charging:

Interest on bank borrowings 144,548 145,803
Interest on lease liabilities 2 4
144,550 145,807
Cost of inventories recognised as expenses 8,021,481 7,857,573
Depreciation of property, plant and equipment 56,063 57,825
Depreciation of right-of-use assets 4,509 4,531

8. TAXATION

Six months ended
30.6.2022 30.6.2021

RMB’000 RMB’000
(unaudited) (unaudited)

The charge comprises:

Current tax

PRC income tax 37,791 49,062
Deferred taxation (13,372) (18,182)
Taxation charged for the period 24,419 30,880

The PRC income tax is calculated at the applicable rates in accordance with the relevant laws and regulations in the
PRC. Under the Law (“EIT Law") of the PRC on Enterprise Income Tax (“EIT") and the Regulations of the PRC on the
Implementation of the EIT Law, the tax rate of the PRC subsidiaries has been 25% from 1 January 2008 onwards.
Pursuant to the approval published on the website of the Yixing Provincial Commission of Science and Technology,
Jiangnan Cable and Jiangsu zhongmei were endorsed as a High and New Technology Enterprise on 4 March 2009
(renewed on 15 December 2021) and 2 September 2014 (renewed on 2 December 2020) respectively and were
entitled to and were charged income tax in the PRC at a reduced income tax rate of 15% till next renewal in 2024 and
2023 respectively.

Dividends distributed by a PRC entity to foreign investors out of its profits generated from 1 January 2008 onwards

shall be subject to the EIT at 10%, which shall be withheld by the PRC entity pursuant to Articles 3 and 37 of the EIT
Law and Article 91 of the Regulations of the PRC on the Implementation of the EIT Law.
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8. TAXATION (continuead)
Taxation arising from South Africa is calculated at the rate prevailing in South Africa. The Group did not have
assessable profit arising from its subsidiary in South Africa for both periods.

No provision for Hong Kong Profits Tax is provided in the unaudited condensed consolidated financial statements as
the Group did not have assessable profit in Hong Kong for both periods.

9. DIVIDENDS
The Board does not recommend the payment of any interim dividend for the six months ended 30 June 2022 (six
months ended 30 June 2021: nil).

10. EARNINGS PER SHARE

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

Six months ended

30.6.2022 30.6.2021
RMB’'000 RMB'000
(unaudited) (unaudited)
Earnings
Earnings for the purpose of basic and diluted earnings per share
(Profit for the period attributable to the owners of the Company) 158,338 146,162

Six months ended
30.6.2022 30.6.2021

‘000 ‘000
(unaudited) (unaudited)
(restated)

Number of shares
Weighted average number of ordinary shares in issue less shares
held under the share award scheme for the purpose of
calculation of basic and diluted earnings per share 6,070,164 6,070,164

The diluted earnings per share was the same as the basic earnings per share as there were no potentially dilutive
ordinary shares in issue during the six months ended 30 June 2022 and 2021.
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11. PROPERTY, PLANT AND EQUIPMENT
During the six months ended 30 June 2022 and 2021, the Group incurred the following capital expenditures on
property, plant and equipment:

Six months ended

30.6.2022 30.6.2021

RMB’'000 RMB'000

(unaudited) (unaudited)

Buildings 5,956 -
Plant and machinery 11,895 25,643
Furniture, fixtures and equipment 1,682 9,864
Motor vehicles 552 3,517
Construction in progress 7,856 24,261
Total 27,941 63,285

During the six months ended 30 June 2022, the Group disposed of certain property, plant and equipment with an
aggregate carrying amount of approximately RMB1,621,000 (six months ended 30 June 2021: RMB65,000) for cash
proceeds of approximately RMB1,479,000 (six months ended 30 June 2021: RMB193,000), resulting in a loss on
disposal of approximately RMB142,000 (six months ended 30 June 2021: gain of RMB128,000).

During the six months ended 30 June 2022, the Group renewed lease agreements with lease terms of two years (six
months ended 30 June 2021: nil). On the commencement date of the lease, the Group recognised right-of-use assets
of approximately RMB588,000 (six months ended 30 June 2021: nil) and lease liabilities of approximately RMB588,000
(six months ended 30 June 2021: nil). The Group is required to make fixed monthly payments during the contract
period.

As at 30 June 2022, the Group has pledged certain of its buildings and machineries with carrying values of

approximately RMB135,263,000 and approximately RMB262,792,000 (31 December 2021: RMB139,337,000 and
RMB100,307,000) respectively to certain financial institutions to secure credit facilities granted to the Group.
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12. TRADE AND OTHER RECEIVABLES

30.6.2022 31.12.2021
RMB’000 RMB’000
(unaudited) (audited)
Trade receivables from contract with customers 7,802,070 7,456,848
Less: Allowance for credit losses (1,780,567) (1,687,117)
Trade receivables, net 6,021,503 5,769,731
Deposits paid to suppliers 961,827 141,054
Prepayments 32,554 33,321
Staff advances 11,033 9,298
Tender deposits 92,372 77,448
Security deposits 18,400 -
Value-added tax receivables 272 270
Others 66,951 40,058
7,204,912 6,071,180

At 30 June 2022, total bills received amounting to approximately RMB467,756,000 (31 December 2021:
RMB566,633,000) were held by the Group for future settlement of trade receivables.

The Group maintains a defined credit policy. The Group normally allows credit terms ranging from 30 days to 180 days
to its trade debtors. The ageing analysis of trade receivables, net of allowance for credit losses, based on the invoice
date at the end of the reporting periods is as follows:

30.6.2022 31.12.2021
RMB’000 RMB’000
(unaudited) (audited)

Age
0 to 90 days 2,798,812 2,941,663
91 to 180 days 806,544 1,204,640
181 to 365 days 1,336,898 872,437
Over 365 days 1,079,249 750,991

6,021,503 5,769,731

At 30 June 2022, included in the Group’s trade receivables balance were debtors with aggregate carrying amount of
approximately RMB3,255,278,000 (31 December 2021: RMB2,594,446,000) which were past due as at the reporting
date. Out of the past due balance, approximately RMB3,115,821,000 (31 December 2021: RMB2,364,654,000) has been
past due 90 days or more and was not considered as in default based on the good repayment records of those
debtors and continuous business relationships with the Group. Other than the bills receivables amounting to
approximately RMB467,756,000 (31 December 2021: RMB566,633,000), the Group did not hold any collateral over
these balances.

At 31 December 2021, bills receivables with an aggregate carrying amount of approximately RMB104,560,000 (30 June
2022: nil) have been pledged as security for the Group's borrowings.
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13. TRADE AND OTHER PAYABLES

30.6.2022 31.12.2021

RMB’000 RMB'000

(unaudited) (audited)

Trade payables 4,478,848 4,201,105

Payroll and welfare accruals 62,963 118,585

Consideration payables (Note a) 130,698 130,698

Loans advanced from staff (Note b) 16,620 30,923
Deposit received for disposal of properties, plant and equipment and

right-of-use assets 30,000 30,000

Other tax payables 36,960 55,363

Other deposits 6,740 7,900

Other payables and accruals 133,083 92,903

4,895,912 4,667,477

Included in the Group's trade payables at 30 June 2022 were bills payables of approximately RMB2,719,970,000 (31
December 2021: RMB2,626,754,000).

Notes:
(a) The amount represents consideration payables by the Group in connection with the acquisition of subsidiaries in prior years.

(b) The amount represents loans advanced from the staff of the Group which were unsecured, non-interest bearing and repayable on demand.

The Group is normally granted credit terms ranging from 30 days to 90 days by its suppliers. The ageing analysis of
trade and bills payables based on the invoice date at the end of the reporting periods is as follows:

30.6.2022 31.12.2021
RMB’'000 RMB'000
(unaudited) (audited)

Age
0 to 90 days 1,824,085 1,638,453
91 to 180 days 1,355,950 1,092,459
181 to 365 days 933,884 1,411,838
Over 365 days 364,929 58,355

4,478,848 4,201,105
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14. BANK AND OTHER BORROWINGS

30.6.2022 31.12.2021

RMB’000 RMB’000

(unaudited) (audited)

Bank loans 3,895,413 3,923,664
Loans from a leasing company (Note) 181,349 -
4,076,762 3,923,664

Bank and other borrowings comprise the following:

— Within one year 3,829,187 3,923,664
— Within a period of more than one year but not exceeding two years 226,169 -
— Within a period of more than two years but not exceeding five
years 21,406 =
4,076,762 3,923,664
Less: Amount due within one year shown under current liabilities (3,829,187) (3,923,664)
Amount due after one year shown under non-current liabilities 247,575 -
Secured 794,312 481,954
Secured and guaranteed by independent third parties 258,050 416,200
Unsecured 1,480,150 1,558,310
Unsecured and guaranteed by independent third parties 1,544,250 1,467,200
4,076,762 3,923,664

The bank and other borrowings comprise of:

Variable rate borrowings 353,849 257,891
Fixed rate borrowings 3,722,913 3,665,773
4,076,762 3,923,664

Note: As at 30 June 2022, Jiangnan Cable has two sets of sales and leaseback agreements with a leasing company for Secured Assets and the leasing
period is 30 months. Upon maturity of the leasing period, Jiangnan Cable is entitled to purchase the Secured Assets under each of the leaseback
agreements at a nominal value of RMB1,000. The Group considered that it was almost certain that Jiangnan Cable would exercise these
purchase options. As the substantial risks and rewards of the Secured Assets were retained by Jiangnan Cable, before and after these
arrangements, the Group recorded such transactions as secured borrowings. As at 30 June 2022, the loans from the leasing company
amounting to approximately RMB181,349,000 (31 December 2021: nil) were secured by certain machineries and equipment of the Group with
the carrying amount of approximately RMB167,649,000 (31 December 2021: nil).
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14. BANK AND OTHER BORROWINGS (continued)
Included in bank borrowings are the following amounts denominated in currencies other than the functional currency
of the group entities that they relate to:

30.6.2022 31.12.2021

RMB’000 RMB’000
(unaudited) (audited)

Euro - 24,891

Certain bank and other borrowings and bills payables of the Group are secured by certain of the Group's assets. The
carrying values of these assets at the end of the reporting periods are as follows:

30.6.2022 31.12.2021

RMB’000 RMB’000
(unaudited) (audited)

For bank and other borrowings:

— property, plant and equipment 398,055 239,644

— right-of-use assets 268,210 332,263

— bills receivables - 104,560

— other receivables 18,400 -

For bank and other borrowings and bills payables:

— pledged bank deposits 2,100,011 1,967,249
2,784,676 2,643,716

15. SHARE CAPITAL
Movements in the authorised and issued share capital of the Company are as follows:

Shown in
Number of the financial

shares Amount in statements as
HK$ RMB'000

Ordinary shares at HK$0.01 each

Authorised:
At 1 January 2021, 31 December 2021 (audited) and
30 June 2022 (unaudited) 10,000,000,000 100,000,000

Issued and fully paid:
At 1 January 2021, 31 December 2021 (audited) and
30 June 2022 (unaudited) 6,118,299,000 61,182,990 51,350
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16. CAPITAL COMMITMENTS

30.6.2022 31.12.2021

RMB’000 RMB'000
(unaudited) (audited)

Capital expenditures contracted for but not provided in the condensed
consolidated financial statements in respect of the acquisition of
property, plant and equipment 9,905 36,837

17. GUARANTEES

As at 30 June 2022, the performance and quality guarantees of an aggregate amount of approximately
RMB325,531,000 (31 December 2021: RMB387,228,000) were given by banks in favour of the Group’s customers as
security for the performance and quality of the Group'’s obligations under the sales contracts entered into between
the Group and its customers. If the Group fails to provide satisfactory performance to the customers to whom the
guarantees have been given, such customers may demand the banks for indemnity. The Group will become liable to
compensate such banks accordingly. The guarantees will be released upon completion and acceptance of the works
of the Group under the sales contracts. The guarantees were granted by the banks under the letters of guarantees
executed by the subsidiaries of the Company, which were secured by the pledged bank deposits of the Group of an
aggregate amount of approximately RMB648,965,000 (31 December 2021: RMB1,635,218,000).

18. SHARE AWARD SCHEME
The purposes of the share award scheme of the Company are to recognise the contributions by the Group'’s
employees, executives, officers and directors and to provide them with incentives in order to retain them for the
continuing operation and development of the Group and to attract suitable personnel for further development of the
Group.

The share award scheme of the Company was adopted by the Board on 9 September 2015. Pursuant to the share
award scheme, existing shares of the Company will be purchased by the trustee from the market out of cash
contributed by the Group and be held in trust for the selected participants until such shares are vested with the
selected participants in accordance with the provisions of the scheme. When the selected participant has satisfied all
vesting conditions specified by the Board at the time of making the award and becomes entitled to the shares forming
the subject of the award, the trustee shall transfer the relevant vested shares to that qualifying person.

Movements of the shares purchased under the share award scheme were as follows:

Number
of shares Cost of Cost of

purchased purchase purchase
‘000 HK$'000 RMB'000

At 1 January 2021, 31 December 2021 (audited) and
30 June 2022 (unaudited) 48,135 47,655 40,190

33



Jiangnan Group Limited / Interim Report 2022

NOTES TO THE CONDENSED CONSOULIDATED FINANCIAL STATEMENTS

19.

34

RELATED PARTIES TRANSACTIONS

Other than the transactions and balances with related parties disclosed in the unaudited condensed consolidated
statement of financial position as “Amounts due to directors” and “Loan to an associate”, and the compensation of
the Directors below (including the emoluments of the Directors), the Group had no other significant transactions and
balances with related parties during the reporting periods.

Compensation of Directors
The compensation of the Directors during the reporting periods was as follows:

Six months ended

30.6.2022 30.6.2021

RMB’000 RMB‘000

(unaudited) (unaudited)

Basic salaries and allowances 927 862
Retirement benefits scheme contributions 28 21
955 883

The remuneration of the Directors is determined by the remuneration committee of the Board having regard to the
performance of the individual Directors and the market trends.
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DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS AND SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES AND DEBENTURES OF THE COMPANY

As at 30 June 2022, the interests and short positions of the Directors and the chief executives of the Company in the shares,
underlying shares or debentures of the Company and its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance, Chapter 571 of the Laws of Hong Kong (“SFO")) as recorded in the register maintained by
the Company under section 352 of the SFO, or which were required to be notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of Listed Companies as set out in Appendix 10 to the
Listing Rules (“Model Code"), were as follows:

Long positions in the issued shares of the Company

Approximate

Number of ordinary percentage

Name of Director Capacity/Nature of interest shares held of interest

(Note 1)

Mr. Chu Hui Interest of controlled corporations 2,140,686,000 (Notes2 and 3) 34.99%

Ms. Xia Yafang Beneficial owner 1,668,000 0.03%

Interest of spouse 1,500,000 (Note 4) 0.02%

Mr. Jiang Yongwei Beneficial owner 1,500,000 0.02%
Notes:

Q) The total number of ordinary shares of the Company in issue as at 30 June 2022 (i.e. 6,118,299,000 shares) has been used for the calculation of the
approximate percentage of interest.

()] The shares were held by Power Heritage Group Limited (“Power Heritage"), a company wholly-owned by Neowise Capital Limited (“Neowise Capital”), a
wholly-owned subsidiary of #&$5 ¢ & 1% & AR 72 &), which is wholly-owned by Mr. Chu Hui. Mr. Chu Hui is deemed to be interested in the shares held
by Power Heritage by virtue of the SFO.

(3) Power Heritage had pledged 1,258,838,000 ordinary shares in the issued share capital of the Company, representing approximately 20.57% of the
issued share capital of the Company as at 30 June 2022, in favour of an independent third party (within the meaning ascribed to it in the Listing Rules),
as security for a loan provided to Mr. Chu Hui, the ultimate beneficial owner of Power Heritage. The aforesaid shares pledged do not fall within the
scope of Rule 13.17 of the Listing Rules.

(4) These shares represent 1,500,000 shares held by Mr. Han Wei, who is the spouse of Ms. Xia Yafang. Under the SFO, Ms. Xia Yafang is deemed to be
interested in all the shares in which Mr. Han Wei is interested.

Save as disclosed above, as at 30 June 2022, none of the Directors or chief executive of the Company had any interests or

short positions in the shares, underlying shares or debentures of the Company or its associated corporations (within the
meaning of Part XV of the SFQO).
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SUBSTANTIAL SHAREHOLDERS' AND OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN THE SHARES AND UNDERLYING SHARES OF THE COMPANY

As at 30 June 2022, the following persons (other than the Directors or chief executives of the Company) had interests or
short positions in the shares or underlying shares of the Company as recorded in the register maintained by the Company
under section 336 of the SFO:

Long positions in the issued shares of the Company

Approximate
Number of ordinary percentage

Name of shareholder Capacity/Nature of interest shares held of interest
(Note 1)

Substantial shareholders

Ms. Rui Yiyun Interest of spouse 2,140,686,000 (Note 2) 34.99%

Power Heritage Beneficial owner 2,140,686,000 (Note 3) 34.99%

E N EIRE AR AT Interest of controlled corporations 2,140,686,000 (Note 4) 34.99%

Other persons

Mr. Jiang Shu Beneficial owner 329,134,000 5.38%

Ms. Jiang Qin Interest of spouse 329,134,000 (Note 5) 5.38%
Notes:

©) The total number of ordinary shares of the Company in issue as at 30 June 2022 (i.e. 6,118,299,000 shares) has been used for the calculation of the
approximate percentage of interest.

2 Under the SFO, Ms. Rui Yiyun, the spouse of Mr. Chu Hui, is deemed to be interested in all the shares in which Mr. Chu Hui is interested.

(3) Power Heritage had pledged 1,258,838,000 ordinary shares in the issued share capital of the Company, representing approximately 20.57% of the
issued share capital of the Company as at 30 June 2022, in favour of an independent third party (within the meaning ascribed to it in the Listing Rules),
as security for a loan provided to Mr. Chu Hui, the ultimate beneficial owner of Power Heritage. The aforesaid shares pledged do not fall within the
scope of Rule 13.17 of the Listing Rules.

(4) These shares were held by Power Heritage, a company wholly-owned by Neowise Capital, a wholly-owned subsidiary of #4855t &% & £ R A &), which
is wholly-owned by Mr. Chu Hui.

(5) Under the SFO, Ms. Jiang Qin, the spouse of Mr. Jiang Shu, is deemed to be interested in all the shares in which Mr. Jiang Shu is interested.

Save as disclosed above, as at 30 June 2022, the Company has not been notified of any persons (other than the Directors or
chief executives of the Company) who had interests or short positions in the shares or underlying shares of the Company,
which would fall to be disclosed under the provisions of Divisions 2 and 3 of Part XV of the SFO and section 336 of the SFO.

As at 30 June 2022, Mr. Chu Hui was a director of each of Power Heritage, Neowise Capital and ££85¢ LR & AR A Al
Save as disclosed above, as at 30 June 2022, none of the Directors was a director or an employee of a company which had
an interest or a short position in the shares and underlying shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO.
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EMPLOYEES AND REMUNERATION

As at 30 June 2022, the Group had a total of 3,264 employees. The total staff costs, net of the remuneration of the Directors,
amounted to approximately RMB153.9 million (six months ended 30 June 2021: RMB178.7 million) for the period under
review. The Group’s remuneration policy is based on the position, duties and performance of individual employees. The
remuneration of the Group’s employees, including their salaries, overtime allowance, bonus and various subsidies, varies
according to their positions. The performance appraisal cycle varies according to the positions of the Group’s employees.
The performance appraisal of the Group’s senior management is conducted annually, and that of the department heads is
conducted quarterly while that of the Group’s remaining staff is conducted monthly. The performance appraisal is
supervised by the Group’s performance management committee.

The Board adopted a share award scheme on 9 September 2015 as an incentive to recognise the contributions made by
the employees, executives, officers and directors of the Group, to retain them for the continuing operation and
development of the Group and to attract suitable personnel for further development of the Group. No share of the
Company was granted under the share award scheme during the period under review.

PROPERTY, PLANT AND EQUIPMENT

The Group's property, plant and equipment decreased from approximately RMB886.8 million as at 31 December 2021 to
approximately RMB857.1 million as at 30 June 2022, representing a decrease of approximately 3.4%. This decrease mainly
represented the net effect of the addition of machineries for the power cable production lines and the depreciation charged
on property, plant and equipment during the period under review.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED SECURITIES
For the period under review, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the listed
securities of the Company.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company has adopted the code provisions set out in the Corporate Governance Code (“CG Code”) as set out in
Appendix 14 to the Listing Rules. Pursuant to code provision C.2.1 of the CG Code, the roles of chairman and chief
executive officer should be separate and should not be performed by the same individual. However, the Company has not
had a separate chairman and chief executive officer during the period under review. The Board believes that vesting both
the roles of chairman and chief executive officer in the same person has the benefit of ensuring consistent leadership
within the Group and enables more effective and efficient overall strategic planning for the Group. The Board considers that
the balance of power and authority for the present arrangement will not be impaired as all major decisions are made in
consultation with the Board members and the senior management of the Company. The current arrangement will enable
the Company to make and implement decisions promptly and efficiently. The Group nevertheless will review the structure
from time to time in light of the prevailing circumstances.

Save as disclosed above, the Company has complied with all the applicable code provisions of the CG Code during the
period under review.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted a code on securities transactions by the Directors on terms not less exacting than the required
standards contained in the Model Code. Specific enquiry has been made of all the Directors who have confirmed their
compliance with the required standards set out in the Model Code and the Company’s code of conduct regarding Directors’
securities transactions during the period under review.

As required by the Company, relevant officers and employees of the Company are also bound by the Model Code, which
prohibits them to deal in the securities of the Company at any time when they possess inside information in relation to
those securities. No incident of non-compliance of the Model Code by any relevant officers or employees during the period
under review was noted by the Company.

AUDIT COMMITTEE

The Audit Committee has reviewed with management the accounting principles and practices adopted by the Group,
discussed auditing, internal control and financial reporting matters and has reviewed the unaudited interim financial
statements of the Group for the period under review and this report.

During the period under review and up to the date of this report, the members of the Audit Committee were Mr. Fok Ming
Fuk (chairman), Mr. He Zhisong and Mr. Yang Rongkai, all being independent non-executive Directors.
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CORPORATE SOCIAL RESPONSIBILITY

Corporate social responsibility is a vital mission in the process of globalisation of an enterprise. The Group has been
maintaining a high standard of social responsibility since its incorporation. The Group considered “contributing to society
with the wealth gained therein and to be a responsible corporate citizen” as a long-term and meaningful mission. In the first
half of 2022, the Group focused on the creation of social values while ensuring its profitability in order to contribute to the
society and realise the integration and consolidation of the sustainable development of the enterprise and the society.

(1) PROTECTION OF THE INTERESTS OF THE STAKEHOLDERS
The Group has been continuously perfecting its governance structure as a legal person and has adopted the code
provisions set out in the CG Code. It has established an interactive platform to communicate with the investors,
strictly performed its obligations in disclosure and ensured the information disclosed is true, timely, accurate and
complete.

(2) PROTECTION OF THE INTERESTS OF THE STAFF
The Group respects and protects the interests of its staff. The Group has devoted much effort in employee training.
As the Group also cares about the health, safety and satisfaction of its staff, it has created a harmonious and stable
employment relationship with its staff which encourages progress for both the staff and the Group.

For the protection of the welfare of its staff, the Group has strictly complied with the relevant labour laws and
regulations and the requirements of the governing authorities.

For the education and training of its staff, the Group has provided all-rounded and persistent occupational training to
its staff. These training programs aim at stimulating the work enthusiasm of the staff, enhancing the quality of the
staff in all aspects and promoting their growth. The Group also shares corporate and industry information on WeChat
with its staff.

For occupational health and safety, the Group strictly follows the occupational health and safety management system
in its operation. The dangerous elements in the work process are monitored at all times so that the production and
operation activities are scientific, systematic and safe throughout the entire process. Various experiential activities
were organised for the staff during the reporting period. The Group strived to prevent occupational hazards at their
early stage, so as to create safe and healthy working and living environments for its staff. During the reporting period,
no event affecting the health and safety of the staff had occurred.

(3) ENVIRONMENTAL PROTECTION AND SUSTAINABLE DEVELOPMENT
The Group has established a comprehensive environmental management system, which improves its daily control of
environmental protection work, and incorporates elements of the “low-carbon, energy saving, green, environment-
friendly” ideology into every detail of its operations.

To ensure that the Group complies with ISO 14064-1:2006 and its carbon emission level does not exceed the limit
thereunder, the Group has engaged China Quality Certification Centre to carry out an independent third-party external
examination of the Group’s greenhouse gas emission level every year. The certification issued by China Quality
Certification Centre in August 2022 showed that the Group’s major wholly-owned subsidiary, Jiangnan Cable, which
accounted for over 70% of the turnover of the Group in the first half of 2022, has complied with ISO 14064-1:2006
during the year ended 31 December 2021, with its carbon emission not exceeding the prescribed level under ISO
14064-1:2006.
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CORPORATE SOCIAL RESPONSIBILITY

(4)
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PUBLIC RELATION AND SOCIAL WELFARE

The Group adheres to the operation philosophy of “Caring for the community, being people-oriented, morality and
profit”. In order to carry out its social responsibilities, the Group has focused on active participation in community
activities and charity events in the society. Over the years, the Group has made donations to different causes,
including cultural education, sports, disaster relief, poverty relief, medicine and sanitation. It has also encouraged its
employees to take part in different charity activities, such as blood donation.

In the second half of 2022, as a leading industrial enterprise in the PRC, the Group will continue to carry out its
economic, social and environmental responsibilities. It will use its best endeavours to fulfil and realise the expectation
of all its stakeholders and focus on the creation of social values.
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