Jianzhong Construction Development Limited

EPERERABRA A
(Incorporated in the Cayman Islands with limited liability)

(MRBEIEHETMALNERLT)
Stock Code B35 : 589

2023 5=

INTERIM REPORT



CONTENTS H 8%

Corporate Information

NGIE

Financial Highlights

s 2

Management Discussion and Analysis

ERE mEST

Corporate Governance and Other Information
TEERREMER

Review Report of Interim Financial Report

B IS RS BB

Consolidated Statement of Profit or Loss
REBEmE

Consolidated Statement of Profit or Loss and

Other Comprehensive Income
meEERkEMEENRE

Consolidated Statement of Financial Position
e MR K

Consolidated Statement of Changes in Equity
maEmEER

Condensed Consolidated Cash Flow Statement

HHRGEEHEeNER
Notes to the Interim Financial Report
H HA B TS SRS M A

22

28

29

30

31

34

35




CORPORATE INFORMATION
DNEER

DIRECTORS

Executive Directors

Mr. Xun Minghong (Chairman)
Mr. He Wenlin

Ms. Zheng Ping

Non-executive Directors
Mr. Yang Kaifa

Mr. Wang Wei

Mr. Xun Liangbao

Independent Non-executive Directors
Mr. Sze Irons, B.B.S., J.P.

Mr. Wong Kun Kau

Mr. Zhu Diwu

COMPANY SECRETARY
Mr. Ma Chun Kei

AUDIT COMMITTEE

Mr. Wong Kun Kau (Chairman)
Mr. Sze Irons, B.B.S., J.P.
Mr. Zhu Diwu

REMUNERATION COMMITTEE

Mr. Zhu Diwu (Chairman)
Mr. Wong Kun Kau
Mr. Sze Irons, B.B.S., J.P.
Mr. Xun Minghong

NOMINATION COMMITTEE

Mr. Sze Irons, B.B.S., J.P. (Chairman)
Mr. Wong Kun Kau

Mr. Zhu Diwu

Mr. Xun Minghong

RISK MANAGEMENT REVIEW COMMITTEE

Mr. Xun Minghong (Chairman)
Mr. Wong Kun Kau

Mr. Xun Liangbao

Mr. Ma Chun Kei

REGISTERED OFFICE

Suite #4-210, Governors Square
23 Lime Tree Bay Avenue

PO Box 32311, Grand Cayman
KYI-1209, Cayman Islands

HEADQUARTERS AND
PRINCIPAL PLACE
OF BUSINESS IN THE PRC

2002, Jinlan Building

No. 33 Zhaogiang Road
Mawei District, Fuzhou City
Fujian Province

China

a JIANZHONG CONSTRUCTION DEVELOPMENT LIMITED  Interim Report 2023

55
BITES
BB E ()
AT STARSE A
Wi+

HFHATES
el Eek
FREE
BRESEL

BYFHITES

MBERIEAE REFER  KF#HL)
EEMEL

RIE e 4

DNEAWE
FEB kL

BEREE®

SRR ()

A (ARHEE  ATMT)
KRk

FMEES

KBRS ()

R

MR (ARFEE  AT#L)
S ESIe S

REZEEE

MR EELE(REFEE  KFHL)(EE)

EERSEE
R S5
HBAEE

EREEEZEES
BB, (FE)

R EA

BMRELE

AMRERE

Suite #4-210, Governors Square
23 Lime Tree Bay Avenue

PO Box 32311, Grand Cayman
KYI-1209, Cayman Islands

FEABRETEE X MR

+

w|ER

‘M SRR

JK 8 B& 335%
EWAE2002E



PRINCIPAL PLACE OF BUSINESS IN HONG KONG
REGISTERED UNDER PART 16 OF THE COMPANY
ORDINANCE

4/F, Wah Yuen Building,

149 Queen’s Road Central,

Hong Kong

LEGAL ADVISER AS TO
HONG KONG LAWS

Deacons

AUDITOR

KPMG
(Public Interest Entity Auditor registered in accordance with the
Accounting and Financial Reporting Council Ordinance)

PRINCIPAL BANKS

China Construction Bank
(Fuzhou City North Branch)

Xiamen International Bank
(Fuzhou Branch)

Quanzhou Bank Co., Ltd.
(Fuzhou City Taijiang Branch)

Industrial Bank Co., Ltd.
(Pilot Free Trade Zone,
Fuzhou City Branch)

Bank of Dongguan Co., Ltd.
(Changsha Branch)

China Merchants Bank Co., Ltd.
(Fuzhou City Dongjiekou Branch)

China Everbright Bank
(Fuzhou City Branch)

CAYMAN ISLANDS PRINCIPAL SHARE
REGISTERED AND TRANSFER OFFICE
Osiris International Cayman Limited

Suite #4-210, Governors Square

23 Lime Tree Bay Avenue

PO Box 32311, Grand Cayman

KYI-1209, Cayman Islands

HONG KONG SHARE REGISTRAR AND TRANSFER
OFFICE

Tricor Investor Services Limited
17/F, Far East Finance Centre
16 Harcourt Road

Hong Kong

STOCK CODE
589

WEBSITE

www.fjjzkj.com

Corporate Information

REER

GRSIEN
XD

MELTZ

Hﬁ
>

HOOh D
* wi
#=

E‘FKLEPM%)T
IR KELE

BREREENEIEREA
BT R BT

B B8 B
R 5 LB 5 AT B R A

(A (st R BIE RS 0D TR AR
25 B BB 3D

EEARRT

o B2 R 4R 1T

(R8I AL 217)

B PIEIRR R 1T

(78I 577)

SMNIBITRR ARAT
(78I 63T 277)

B RITRDERA A
(BRAERBRREMAEDT)

REIRITIRD AR A A
(EA517)

HEiRIT IR D ER R A
(fBINEHF A XZTT)

PR Y ASRTT
(BMD17)

Ff‘ﬁxﬁ%ﬂﬁﬁﬂﬁ E_nanvn.\kﬁ

Osiris International Cayman Limited
Suite #4-210, Governors Square

23 Lime Tree Bay Avenue

PO Box 32311, Grand Cayman
KYI-1209, Cayman Islands

ERROBFERE

BEEEELBER AR
BB

BERIB165%
BRD AP LT7IE

R 134X 5

589

484

www.fjjzkj.com

BHERBRERAT —FB=FHHKRE e



FINANCIAL HIGHLIGHTS
MBREE

REVENUE Y&z

Six months ended RMB86.1m
30 June 2023 B — ARM¥86.1HETT

#Z%202356A30H
1WEREA
Six months ended N RMB257.1m
30 June 2022 ARM257. 16 ETT
#HZ=20226F6 A30A
1ERMEA
[ ] [ ) [ ] [ ] [ ] [} [ ] [} [ ]
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Construction service Sewage treatment operation ‘ Equwpment operation service Others
BRI SEIKERIBETS BB IRTS Hith

GROSS PROFIT MARGINS EFl &

Six months ended 30 June

EZ6HA30HILAEA
% 2022
% 20224
Construction Service BER® (8.8) (4.4)
Equipment Operation Service REEER® 9.5 28.4
Sewage Treatment Operation SKREEEK 4.6 14.2
Others Hth 19.5 0.4)
Overall i 7.0 9.4
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KEY FINANCIAL RATIOS £ E B 7L &
GEARING RATIO BEARE fFLE RO

As at 30 June 2023

. 17.3%
7202346 A30H °

As at 31 December 2022
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720229124318
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Financial Highlights
MBREE

CURRENT RATIO #iEjtE &

As at 30 June 2023

——— -6
7#2023F6H30H

As at 31 December 2022

15
20229128318
o °
00 20
RETURN ON TOTAL ASSETS #&EE@HER
|
As at 30 June 2023 [
#2023F6H30R | 52%
[
|
|
As at 30 June 2022
202246 H30H : (1.9%
|
° ° ° ° °
6.0% 3.0% 0.0% 3.0% 6.0%

1) Gearing ratio is calculated based on the net debts (including interest-bearing loans and borrowings, and payables for acquisition of equipment by
instalments, less cash and cash equivalents) divided by the equity as at the end of reporting period and multiplied by 100%.
BABBUEEDRFEE(BREASERREFTARRD BNRBARBHENFKBRRE KRR EEY) R IASBE @S BRI BFRIA100%:T

HGH -

2) Current ratio equals current assets divided by current liabilities.

MBLEERRBEER N RBAME -

3) Return on equity equals profit for the year divided by the closing balance of total equity and multiplied by 100%.

R %R B4R R S F s TR AR S R F RS R B RIA100%:T E IS -

4) Return on total assets equals profit for the year divided by the closing balance of total assets and multiplied by 100%.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEE WD

BUSINESS REVIEW

Jianzhong Construction Development Limited (the “Company”) and its
subsidiaries (collectively the “Group”) is a construction services
provider based in Fujian Province, the People’s Republic of China
(the “PRC"). The construction services provided by the Group include
general construction works as a main contractor and sub-contractor
works. The Group also has an extensive fleet of construction
machinery and equipment, which enables itself to handle
construction works, and engage in provision of equipment operation
service. The Group also operates a sewage treatment plant in the
PRC. The Group has developed as a regional construction works
service provider in Fujian and has further extended the footprint
across a number of other provinces in the PRC.

During the six months ended 30 June 2023, the Group’s primary
focus was on improving its liquidity position. To achieve this, the
Group continues to reduce capital expenditures and dispose of idle
property, plant, and equipment. The payments for the purchase of
property, plant, and equipment decreased by approximately 98.8%
from around RMB25.4 million in the six months ended 30 June 2022
to around RMBO0.3 million in the six months ended 30 June 2023. In
contrast, the proceeds from the disposal of property, plant, and
equipment increased by approximately 170.1%, from approximately
RMB15.4 million in the six months ended 30 June 2022 to around
RMB41.6 million in the six months ended 30 June 2023.

While at the same time, the Group’s net cash used in financing
activities, which mainly measures the net cash used in repayment of
loans and other borrowings, increased from around RMB110.4 million
in the six months ended 30 June 2022 to around RMB129.2 million in
the six months ended 30 June 2023, thereby reducing the amounts
of debts as at 30 June 2023.

These actions indicate that the Group was actively managing its
assets to improve its financial position.
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PROSPECTS

The construction industry in the PRC is highly fragmented and there
are opportunities for the Group to further develop its businesses.
However, given current economic environment, the Group will
continue to focus on improving its liquidity condition whilst
developing new business opportunities, with the view to create long
term value for the shareholders.

EVENTS SUBSEQUENT TO THE END OF THE
REPORTING PERIOD

No significant event took place subsequent to 30 June 2023 and up
to the date of this report.

FINANCIAL REVIEW
Revenue

During the six months ended 30 June 2023, the overall revenue of
the Group has decreased by approximately RMB171.0 million, or
approximately 66.5%, as compared to the corresponding period in
2022, from approximately RMB257.1 million to approximately
RMB86.1 million.

To preserve more cash under current economic environment, the
Group became more cautious in tendering new construction
projects, which led to a decline in revenue from provision of
construction service (“Construction service”). The revenue from
Construction service decreased by approximately RMB135.7 million,
or approximately 92.3%, as compared to the corresponding period in
2022, from approximately RMB147.0 million to approximately
RMB11.3 million.

Due to keen competition in the provision of leasing services of
construction machinery, equipment and tools, and equipment
operation service (“Equipment operation service”) market in the PRC,
the utilisation rate of the Group’'s equipment and the unit service
price were negatively impacted. The revenue from Equipment
operation service decreased by approximately RMB34.3 million, or
approximately 32.2%, from approximately RMB106.4 million in the six
months ended 30 June 2022, to approximately RMB72.1 million in the
six months ended 30 June 2023.

The revenue from provision of sewage treatment service (“Sewage
treatment operation”) and sales of construction materials and others
(“Others”) remained stable during the six months ended 30 June
2023.

Management Discussion and Analysis
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Management Discussion and Analysis
EEEFWED

Cost of sales

Cost of sales mainly comprises of material cost, labour
subcontracting fee, depreciation and others. During the six months
ended 30 June 2023, the overall cost of sales of the Group has
decreased by approximately RMB153.1 million, or approximately
65.7% compared to the six months ended 30 June 2022, from
approximately RMB233.1 million to approximately RMB80.0 million.

Gross profit and gross profit margin

Set out below is the breakdown of the gross profit and gross profit
margins of the Group by business segment and work type during the
period under review and the corresponding period in 2022:

HERAE

HERATEBRREMBRAE SBIRE i
BERHM - BE2023F6A30REAEA - K
B RS IH E PN A B E 202246 A30H b
NEANHOARKE2BIBETHIOARE
153.18 8 7L sk #165.7% % ) A R #80.0E B
=

EFMNRERE

e A A ]2 2022 F R AR 7% H 20 [ T12
BASHENAEEENRENEFIFEHTIWM
T

Six months ended 30 June

BZ6A30HIL<EA
2023 2022
20234 20224
RMB’000 GP% RMB'000 GP%
ARET T ERER% PNEEwM EHME%
Construction service R (992) (8.8) (6,507) (4.4)
Equipment operation service R EE RS 6,851 9.5 30,232 28.4
Sewage treatment operation J5 K EE IR E TS 112 4.6 366 14.2
Others i) 19.5 (5) (0.4)
6,024 7.0 24,086 9.4

During the six months ended 30 June 2023, the Group’s overall gross
profit margin decreased by 2.4 percentage point, from 9.4% for the
six months ended 30 June 2022 to 7.0% for the six months ended
30 June 2023. The decrease in overall gross profit margin was mainly
due to the following reasons:

o due to a significant decrease in the unit service price of
Equipment operation services in the six months ended 30 June
2023, the gross profit margin was significantly impacted. Given
a similar cost structure compared to the previous period, the
substantial decrease in unit service price had a larger impact
on the gross profit margin in the six months ended 30 June
2023; and
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o pursuant to relevant accounting standards and policies adopted
by the Group, construction revenue is recognised progressively
over time using the output method, based on direct
measurements of the value of contract work performed, whilst
costs for construction services are expensed in the period in
which they are incurred. During the six months ended 30 June
2023, substantially all of the Group’s construction projects
went through completion phases, in which a relatively lower
gross profit margin is generally recorded since revenue has
been recognised in earlier stage of the projects according to
the progress certificates issued by customers while certain
unbillable costs, such as inspection costs and costs to make
good of defects in relation to works done by the Group in
such projects, were incurred in the completion phases.

Other net income

The other net income mainly represented government grants,
interest income and gain on disposal of property, plant and
equipment. During the six months ended 30 June 2023, the other net
income has increased by approximately RMB19.4 million, compared
to the corresponding period in 2022, from approximately RMB13.0
million to approximately RMB32.4 million. The increase in other net
income was mainly attributable to the increase in gain on disposal of
property, plant and equipment during the six months ended 30 June
2023.

Administrative and other expenses

The administrative and other expenses slightly decreased by
approximately RMBO0.1 million from RMB17.7 million for the six
months ended 30 June 2022 to RMB17.6 million for the six months
ended 30 June 2023.

Research and development costs

The research and development costs mainly include (i) staff costs; (i)
and raw materials costs. In view of recent market condition, the
Group has kept the research and development activities at minimum
level, which led to a decrease in research and development costs by
approximately RMBS8.1 million from RMB11.5 million for the six
months ended 30 June 2022 to RMB3.4 million for the six months
ended 30 June 2023.

Management Discussion and Analysis
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Management Discussion and Analysis
BB WEE DT

Impairment loss on trade and other receivables and
contract assets

As part of the ordinary course of business, the Group enters into
contracts with its customers in connection to (a) Construction
service; and (b) Equipment operation service. Such customers are
mainly real estate companies or main contractors in the PRC.
According to the payment terms in the contracts, the Group is
entitled to request for progress payments that are usually measured
by reference to a prescribed percentage of the certified amount of
work completed. Retention money may be retained by the
customers in order to secure the due performance under the
contract. Accordingly, the Group’s credit risk is primarily attributable
to trade receivables, bills receivable and contract assets.

The following table sets out the breakdown of trade receivables, bills
receivable and contract assets of the Group as at the dates
indicated, respectively:

ESRHEMERRBEUARENEEN
B 18

ERABERBHN 8D AERE()ZER
% kOREELRBEEPIILAN A
AEPEERTENEME AR REAEH -
REBESONIMNGER  AEEHRERI
EER BE2ELREERTIIREEN
HEADLFE - RESTHEPRE - U
RERBEITEANRTHEE - Bt - AREH
EERREIEZXREBEZRKFIE BRERE
RAEKEE -

TRHFHAEED RN AR E ZREK
PR BREBEMRENEERMA

As at As at
30 June 31 December
2023 2022
12023 F K 20224F
6H30H 12H31H
RMB’000 RMB'000
AR®T T AREBFTT
Contract assets GHEE
(as disclosed in the consolidated (REZE M A EFE)
Statement of financial position) 225,090 280,659
Trade and bills receivables, net of loss 2 5 EUHIB R ERER
allowance (as disclosed in note 9 to (MBRIBRLERH)
the interim financial report) (b B BT 75 #7 & B i 9 17 78 ) 574,532 635,613
Net carrying amount of trade receivables, EZEWRIE - BEWEER
bills receivable and contract assets EHEEREFE 799,622 916,272
Add: loss allowance for expected credit m:EREEEX(ENEE
losses (“ECLs") BXR])WIBRER 237,393 222,816
Gross carrying amount of trade RAERREEEANEBERE
receivables, bills receivable and contract ERBBREEEFFANES
assets used under the provision matrix in  FEWHRE - BEREEREH
relation to the calculation of the loss EEMKREAE
allowance for ECL 1,037,015 1,139,088
Add: individual loss allowance for m: 2R ERIEKRER
customers 137,258 136,895
Gross carrying amount of trade BEZRWNRE  BREER
receivables, bills receivable and EHNEEREARE
contract assets 1,174,273 1,275,983
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As indicated below, among the gross carrying amount of trade
receivables, bills receivable and contract assets of approximately
RMB1,174.3 million (31 December 2022: approximately RMB1,276.0
million), approximately RMB709.1 million (31 December 2022:
approximately RMB629.0 million) exceeded credit period. In
particular, two of the Group’s major customers, namely Customer A
and Customer B, contributed approximately 62.1% and 9.1%
(31 December 2022: approximately 59.6% and 9.0%) of the total
gross carrying amount of trade receivables, bills receivable and
contract assets which exceeded credit period, respectively.

The following sets out the breakdown of the gross carrying amount
of trade receivables, bills receivable and contract assets which
exceeded credit period by customers:

Management Discussion and Analysis
EEEFWED

BTN - EHEKRFIE  EREERERE
MNEENEERENAREI11743EE T
(2022%F12A318 : HHAR#1,276.05 &)
R ARKT709.18 &t (2022412 A 31
H:HARK629088) BBEEHR - L
HE AEENRETEEF (AEFPARE
FB) D RlhBBEEMRMNE S EWEIEA
EWEEREHNEENRMABELN62.1% &
9.1% (202212 B31H : #759.6% 5%9.0%) °

TXHINEFBBEEMRNE SRR -
BUWEERGNEENREAERA

Listing status As at As at
(Y/N) 30 June 2023 31 December 2022
EoARR
(R/&) H2023%6A30H 2022412 4318
RMB’000 % RMB'000 %
AR®T T % N %
State-owned enterprises BEAELX
Customer A ZFEA Y & 440,048 62.1 375,025 59.6
Other state-owned customers® HmBEEERFO 81,971 11.6 72,997 11.6
Sub-total INET 522,019 73.6 448,022 71.2
Non-state-owned enterprises FEBLE
Customer B ZFB Y 2 64,260 9.1 56,442 9.0
Other non-state owned customers? Eft3EEBEEF® 122,860 17.3 124,565 19.8
Sub-total NEE 187,120 26.4 181,007 28.8
Total et 709,139 100 629,029 100
Notes: Biat -

(1) Other state-owned customers included a total of 37 enterprises (31
December 2022: 34 enterprises), each of which accounted for less
than 4.0% (31 December 2022: 4.0%) of the above total amount as at
30 June 2023.

(2) Other non-state owned customers included a total of 268 enterprises
(31 December 2022: 280 enterprises), each of which accounted for less
than 3.0% (31 December 2022: 3.0%) of the above total amount as at
30 June 2023.

(1) M20239F6A308  EMEARFBIEA
7R E (2022412 A318 : URGE) A
BAE¥ESaE L8R 4.0% (20224
128318 : 4.0%) °

(2)  M2023%6A30H F EMIERBEREFEREAS
H268FK b % (2022412 A318 : 280K &
¥) FHCESEE LRSI IER0%
(2022128318 : 3.0%) °
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Management Discussion and Analysis

EEENWED T

The following sets out the background information of Customer A
and Customer B:
Customer A A state-owned enterprise which mainly carries out
business management activities through a company
listed on the Shanghai Stock Exchange (“Customer
A’s Principal Operating Subsidiary”), which in turn
has seven subsidiaries which are listed on The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) or Shenzhen Stock Exchange, as well as
more than 100 investment-holding subsidiaries. To
the best knowledge of the Directors after making
reasonable enquiries, for the year ended
31 December 2022, Customer A's Principal
Operating Subsidiary recorded a total revenue and
net profit attributable to equity owners which
amounted to approximately RMB2.1 trillion and
RMB51.0 billion, respectively.

Customer B A group of companies which are subsidiaries of a
company listed on the Shanghai Stock Exchange
which is engaged in real estate development,
property management and construction of public
infrastructure. To the best knowledge of the
Directors after making reasonable enquiries, for the
six months ended 30 June 2023, such parent
company recorded a total revenue and net profit
attributable to equity owners amounting to
approximately RMB5.2 billion and RMB283.9 million,
respectively.

Loss allowance for ECLs

The Group measures loss allowances for trade receivables, bills
receivable and contract assets at an amount equal to lifetime ECLs,
which is calculated using a provision matrix. Such loss allowances
on trade and bills receivables, and contract assets only reflect the
Group’s credit risk as at the reporting date, and were subject to
subsequent remeasurement reflecting the developments thereafter.

As at the reporting date, the expected credit losses for bills
receivable and contract assets were calculated by applying the
expected loss rate of trade receivables within the credit period to the
outstanding balances of bills receivables and contract assets, as they
have similar credit risk characteristics.
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The following briefly illustrates the Group’s calculation of the loss
allowance for ECLS:

Step 1 — Categorisation of customers based on risk characteristic

The Group categorises customers based on their risk characteristic.
In addition, based on the ageing report as at the reporting date, the
Group’s trade receivables were categorised into three time bands,
“trade receivables within the credit period”, “trade receivables
exceedmg the credit period by less than 1 year” and “trade
receivables exceeding the credit period by more than 1 year”.
Note: The Group is entitled to request for progress payments that are usually
measured by reference to a prescribed percentage of the certified
amount of work completed according to the payment terms in the
contracts. However, in practice, it normally takes months to complete
the settlement of trade receivables due to the administrative process
of different customers. Therefore, the Group generally grants credit
periods based on the background of its customers — for stated-
owned enterprises, 6 months from the issuance of progress
certificates; for private entities, 3 months from the issuance of
progress certificates.

Step 2 — Determination of expected loss rate for trade receivables

The Group first determined the expected loss rates for customers
with different backgrounds and credit rating (if any), which was
derived from historical observed default rates, adjusted by the
growth rate of non-performing loans in the PRC, which reflected the
increased credit risk, as published by the China Banking and
Insurance Regulatory Commission (FEIRITRIBEEBEERLZE )

The expected loss rates for trade receivables in the other time
bands were further determined based on the expected loss rate for
the trade receivables exceeding the credit period by more than one
year and roll rates. The Group derived roll rates based on historical
ageing data, which represented the percentages of trade receivables
that are not received in a time band and thus have rolled to the
next time band, and reflected the probability of loss for trade
receivables in each time band.
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Step 3 — Construct the provision matrix to calculate the loss
allowance for ECLs

With all parameters fixed, the Group constructed a provision matrix
by applying the expected loss rate of each time band to the
respective outstanding balances of trade receivables to compute the
loss allowance for ECL for trade receivables as at the reporting
date.

The following tables sets out information about the Group’s
exposure to credit risk and ECLs for trade receivables, bills
receivable and contract assets (after considering credit periods
practically granted to customers):

Expected

loss rate
%
%

TR — BERAEEUGERREERX
MR K HEE

ERMB2BEENBERLT AREEBKZ
R R M BRIERXRERNE S EERIAR
BEEREEHRBERERBEREE  UFEES
U HIERHRE B HNRAEERANEX
R -

TEREINAEEEZRUKE  BREER
BHEEMERNEERRMEREEREX
ER(BRERERRTEPHNEREHRE)

As at 30 June 2023
7202356 H30H
Gross

carrying Loss Carrying
amount allowance amount
AREAE BREHE FREE
RMB’000 RMB’000 RMB’000
ARSI T AR®TR AR¥Tx

Within the credit period REEHRA 15.8 327,876 (51,801) 276,075
Exceeding the credit period by HBBEEHRTE1F

less than 1 year 24.2 266,336 (64,402) 201,934
Exceeding the credit period by  HBBEEHRIFMA L

more than 1 year 27.4 442,803 (121,190) 321,613

1,037,015 (237,393) 799,622

As at 31 December 2022
MR2022F12A31H
Gross

Expected carrying Loss Carrying

loss rate amount allowance amount

LR =P RES REAE BREE REE

% RMB'000 RMB'000 RMB'000

% AREFTT ARBTT AREBTT

Within the credit period RIEEHRRA 12.9 510,059 (65,903) 444,156
Exceeding the credit period by HBBEEEHRTE1F

less than 1 year 19.5 321,959 (62,695) 259,264
Exceeding the credit period by HBBEEEHRIFMU £

more than 1 year 30.7 307,070 (94,218) 212,852

1,139,088 (222,816) 916,272
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In particular, the loss allowance for ECL made in respect of
Customer A and Customer B as at 30 June 2023 amounted to
approximately RMB156.1 million and Nil (31 December 2022:
approximately RMB142.0 million and Nil), respectively, representing
approximately 65.8% and 0.0% (31 December 2022: approximately
63.7% and 0.0%) of the total loss allowance made, respectively.

In addition to above provision matrix, the Group has made individual
loss allowance for certain real estate developers in the PRC. As at
30 June 2023, the gross carrying amount of trade receivables, bills
receivable and contract assets in respect of these real estate
developers was approximately RMB137.3 million (31 December 2022:
approximately RMB136.9 million). The board (the “Board”) of directors
(the "Directors”) are aware of a series of negative news and
announcements over the financial conditions of these real estate
developers. In this regard, and taking into account the recent
repayment records, the Board decided to make full individual loss
allowance on the trade receivables, bills receivable and contract
assets of the construction projects related to these real estate
developers.

Together with the individual loss allowance made to certain other
receivable balances of approximately RMB33.0 million (31 December
2022: RMB12.2 million), as at 30 June 2023, the accumulated
individual loss allowance was RMB170.3 million (31 December 2022:
RMB149.1 million).

To reduce the exposure of credit risk, the Group has ceased
tendering for construction project with these real estate developers,
and has taken legal actions against certain subsidiaries of certain of
the real estate developers to recover the remaining balances.
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The following table (as disclosed in note 15 to the interim financial
report) sets out the movement in the loss allowance account in
respect of trade receivables, bills receivable and contract assets
during the period:

TR(XPHH B RENEI1SHKE) HHNES
FEWHIR - RREBEREHNEEMNBRER
RERMANEBER

Six months ended 30 June

HZ6H30R1EAEA
2023 2022
20234 20224
RMB’000 RMB’000
AR¥E TR ARETFTT
Balance at 1 January R1ATEME % 371,953 301,999
Impairment losses recognised in profit or loss HIR R B R AR (A
during the period: 518
— individual loss allowance — (BRI B R ERE 21,203 34,606
— loss allowance for ECLS — BHIEEBAN
BRERE 14,577 1,769
Balance at 30 June 76 A 30 B M 45 8 407,733 338,374

Factors, events and circumstances leading to the
recognition of ECLs

The amount of loss allowance for ECLs increased from approximately
RMB222.8 million as at 31 December 2022 to approximately
RMB237.4 million as at 30 June 2023, which was particularly due to
that more long aged debtors were recorded as at 30 June 2023.

Subsequent settlement in respect of trade receivables,
bill receivable and contract assets

During the period from 1 July 2023 to 20 August 2023, there was
settlement of the trade and bills receivables that amounted to
approximately RMB50.6 million, which represented approximately
5.9% of the gross trade and bills receivables balance as at 30 June
2023. All of the subsequent settlements were in cash.

In particular, in respect of Customer A and Customer B,
approximately RMB11.1 million and RMB22.8 million, representing
approximately 2.3% and 35.5% of their respective gross trade and
bills receivables balance as at 30 June 2023 was settled during the
period from 1 July 2023 to 20 August 2023, respectively.
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Measures taken by the Group in respect of the matter

After the Directors became aware of the increasing exposure of the
Group to ECLs, when the Group entered into agreements with
customers during the ordinary course of business, the Group has
adopted a more prudent approach in tendering for new construction
projects. The Group has established a credit risk management policy
under which credit evaluations are performed on each of the
customers. These evaluations focus on the customer’s history of
making payments and current ability to pay. The Group’'s customers
are mainly real estate companies or main contractors in the PRC.
Before tendering for contracts with new customers, the Group
performed background check (e.g. shareholders’ background) and
credit assessment (e.g. financial information of publicly listed
companies) to evaluate the creditworthiness of the new customers.

In addition, the Group has its debt collection policy, under which it is
the responsibility of the finance and accounts department, the
business administration department and the respective project
management units to confirm and follow up the outstanding debts
with the customers. The amounts of construction work performed
are assessed and confirmed by the business administration
department and respective project management units on a monthly
basis. Taking into account the progress payment, if any, made by
each of the individual customers, a written payment request and
official invoice are issued to each customer to request for payment
of the remaining balance. The business administration department
and respective project management units will continue to follow up
the outstanding debts. If the debt is outstanding for 90 days or
more, the project manager of the relevant project management unit
is advised for review and follow up. If payment is not received after
180 days past due, the following factors will be considered before
proceeding with any legal action:

— financial position of the debtor;
— alternative to legal action;,
— time and legal cost to recover the amount; and

— long-term relationship with the customer.
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Impairment loss on property, plant and equipment

In view of the fierce competition of Equipment operation service in
the PRC in the first half of 2023, the Group expects that less
revenue from Equipment operation service will be generated in the
future. This indicates that the property, plant and equipment of the
Group may be further impaired. As a result, the Group reassessed
the recoverable amounts of property, plant and equipment and the
carrying amount of property, plant and equipment was written down
to their recoverable amount of RMB340.7 million and an impairment
loss of RMB43.0 million was recognised against the carrying amount.

The recoverable amounts of these assets were estimated based on
their value in use calculated. The calculations were using cash flow
projections based on financial budgets, which cover the estimated
remaining useful life of the assets.

Finance costs

Our finance costs mainly represented (i) interests on bank loans and
other borrowings; (i) interest on acquisition of equipment by
instalments; and (iii) finance charges on sale and leaseback
transactions.

The finance costs decreased by RMB4.3 million from RMB11.9 million
for the six months ended 30 June 2022 to RMB7.6 million for the six
months ended 30 June 2023.

Income tax expenses

The Group recognised income tax expenses of approximately RMB1.8
million during the six months ended 30 June 2023 (2022: income tax
credit of approximately RMB3.6 million).

In December 2022, Fujian Jianzhong Construction Technology Co.,
Ltd. (“Jianzhong Construction Technology”), an indirect wholly-owned
subsidiary of the Company, obtained the state-level approval for its
application of Hightech Enterprise qualification and was granted the
qualification with effect from 14 December 2022. In accordance with
the CIT Law, the High-tech Enterprise qualification will be valid for a
period of three years from 2022 to 2024 and entitles Jianzhong
Construction Technology to a reduced tax rate at 15% during this
period.

The Group's other subsidiaries in the PRC is subject to PRC statutory
corporate income tax of 25%.
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Loss for the period and loss per share

As a result of the foregoing, the Group incurred net loss for the
period of approximately RMB70.7 million (six months ended 30 June
2022: approximately RMB36.8 million).

Basic and diluted loss per share for the six months ended 30 June
2023 were RMBO0.11 (six months ended 30 June 2022: RMBO0.06).

LIQUIDITY AND FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

The Group maintained a solid financial position as at 30 June 2023.
During the six months ended 30 June 2023, the Group’s operation
and capital requirements were financed principally through a
combination of cash flows generated from the operating activities
and bank and other borrowings. As at 30 June 2023, the Group had
cash and cash equivalent of approximately RMB95.3 million
(31 December 2022: approximately RMB149.8 million) in which
approximately RMB16.5 million (31 December 2022: RMB1.5 million)
equivalent cash were denominated in Hong Kong dollar or US dollar.
The remaining balance of cash and cash equivalent were
denominated in Renminbi. As at 30 June 2023, the Group had net
current asset of approximately RMB368.8 million, representing a
decrease of approximately RMB5.4 million as compared to that of
approximately RMB374.2 million as at 31 December 2022.

As at 30 June 2023, the gearing ratio of the Group, calculated based
on the net debts (including interest-bearing loans and borrowings,
and payables for acquisition of equipment by instalments, less cash
and cash equivalents) divided by the equity as at the end of
reporting period and multiplied by 100%, was approximately 17.3%
(31 December 2022: approximately 24.6%).

All the Group’s loans and borrowings were denominated in
Renminbi. As of 30 June 2023, included in loans and borrowings and
other payables of approximately RMB178.5 million were fixed rate
borrowings (31 December 2022: approximately RMB280.7 million).
Particulars of loans and borrowings of the Group are set out in note
13 to the interim financial report.
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CAPITAL COMMITMENTS

There were no material capital commitments outstanding at 30 June
2023 (31 December 2022: Nil) not provided for in the interim
financial report.

CONTINGENT LIABILITIES

The Group did not have any material contingent liabilities as at 30
June 2023 (31 December 2022: Nil).

EMPLOYEES AND REMUNERATION POLICIES

As at 30 June 2023, the Group has a total of 178 full-time employees
(31 December 2022: 256). The Group has developed its human
resources policies and procedures to determine the individual
remuneration with reference to factors such as performance,
qualification, responsibilities of each individual, market conditions,
etc. Remuneration packages are normally reviewed on a regular
basis. Apart from salary payments, other staff benefits including
provident fund contributions, medical insurance coverage, annual
leave and options which may be granted under the share option
scheme adopted by the Company on 18 February 2020. The total
staff costs (excluding Directors’ remuneration) incurred by the Group
during the six months ended 30 June 2023 was approximately
RMB10.4 million (30 June 2022: approximately RMB15.9 million).

FOREIGN EXCHANGE EXPOSURE

During the six months ended 30 June 2023 and 2022, the Group had
a minimal exposure to foreign currency risk as most of its business
transactions were conducted in the PRC in RMB. Moreover, the
Group’s assets and liabilities are principally denominated in RMB. As
such, the Directors believe that the Group’s risk in foreign exchange
is insignificant.
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PLEDGE OF ASSETS

As at 30 June 2023, the carrying amounts of the machinery and
equipment pledged for the sale and leaseback transactions were
RMB104.7 million (31 December 2022: RMB127.5 million); machinery
and equipment of RMB99.2 million (31 December 2022: 118.6 million)
was pledged as security of certain bank borrowings;, and bank
deposits of RMB10.8 million (31 December 2022: RMB19.4 million)
were pledged to banks as security for bank loans and other
borrowings, litigation and bills payable.

PURCHASE, SALE OR REDEMPTION OF THE
SECURITIES

During the six months ended 30 June 2023, neither the Company nor
any of its subsidiaries has purchased, sold or redeemed any of the
Company’s listed securities.

SIGNIFICANT INVESTMENTS, MATERIAL
ACQUISITIONS AND DISPOSAL OF
SUBSIDIARIES, ASSOCIATED COMPANIES AND
JOINT VENTURES

There were no significant investments held, material acquisitions or
disposals of subsidiaries, associates and joint ventures during the six
months ended 30 June 2023.

DIVIDEND

The Board does not recommend any payment of dividend for the six
months ended 30 June 2023.

Management Discussion and Analysis

EEEWED T

EEEA

R2023F6 A30H » &8T5 5 A H HE R
REBEHNEREREASAREI1047E & T (2022
F128318 : AR¥E1275887m) AR
99 2B/ BT (2022128318 : ARKE118.6H
B70) W N R EIERIEAE THRITER
MWER  RARE10.87E &7t (2022412 A 31
AH: ARE194B5E L) MRTEREERFET
RITERBITER R EMER - FAREN
ZHERER -

BE - HEIEEE S

B ZE2023F6 A30B ILRME A - A AR HAE
AMERRMERE LEXBEERQAME
fa] EH&ES e

EARE - EXRRBREHEHREBLR

A BEAARSELE

RZE2023%6 A30A 1L A A AL EHEEAR
A BEANMRLENEAT  BEAARA
B

Hﬁ /%\

BLZE2023F6 A30B ILNEH - EF g0 A&
B ATEAAR R ©

BHERBRERAT —FB=FHHKRE Q



CORPORATE GOVERNANCE AND OTHER INFORMATION

TEEAREMER

CORPORATE GOVERNANCE PRACTICES

The Company is committed to achieving and maintaining the highest
standard of corporate governance as the Board recognises the
importance of corporate governance to the long-term development
of the Group. The corporate governance principles of the Group
emphasis transparency, accountability and independence. The Board
commits to continuously review and enhance the Group’s corporate
governance practices and procedures for the best interest of the
Company’s shareholders.

During the six months ended 30 June 2023, save as disclosed below
in relation to Code Provision C.2.1 that the roles of Chairman and
chief executive officer should be separate and should not be
perform by the same individual, the Company has complied with all
applicable code provisions as set out in the Corporate Governance
Code (the “Corporate Governance Code”) in Appendix 14 to the Rules
Governing the Listing of Securities (the “Listing Rules”) on Stock
Exchange.

Chairman and Chief Executive Officer

Code Provision C.2.1 of the Corporate Governance Code stipulates
that the roles of chairman and chief executive officer should be
separate and should not be performed by the same individual.
Mr. Xun Minghong (“Mr. Xun MH") currently holds both positions.
Mr. Xun MH is the founder of the Group. He has diversified
knowledge and experience in the construction industry as well as a
variety of business connection with a network of reputable
construction enterprises and contractors in Fujian. The Board
believes that vesting the roles of both Chairman of the Board and
chief executive officer in the same person will provide strong and
consistent leadership to the Company and allow the Company to be
more effective and efficient in developing long term business
strategies and execution of business plans that are in the best
interests of the Company.

In addition, as all major decisions are made in consultation with
members of the Board and relevant Board committees, and there
are three independent non-executive Directors offering independent
perspectives, the Board is of the view that there are adequate
safeguards in place to ensure sufficient balance of powers within the
Board.

The Board will continue to regularly review and monitor its corporate
governance practices to ensure compliance with the Corporate
Governance Code, and maintain a high standard of corporate
governance practices of the Company.
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Corporate Governance and Other Information

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) set out
in Appendix 10 to the Listing Rules as its code of conduct regarding
securities transactions by the Directors. The Company has made
specific enquiries to each of the Director and all Directors have
confirmed that they have fully complied with the required standard
set out in the Model Code during the six months ended 30 June
2023.

BOARD OF DIRECTORS

The key responsibilities of the Board include formulation of the
Group’s overall strategies, the setting of management targets and
supervision of management performance. Some functions including
the monitoring and approval of material transactions, matters
involving a conflict of interest for a substantial shareholder or
Director of the Company, the approval of interim and annual results,
declaration of interim dividends and proposal of final dividends and
other disclosures to the public or regulators are reserved by the
Board for consideration and approval. Matters not specifically
reserved to the Board and necessary for the daily management and
operation of the Company are delegated to the executive Directors
and the management of the Company.

Composition

The Board of Directors consists of three Executive Directors, three
Non-executive Directors and three Independent Non-executive
Directors.

In compliance with the requirements set out in Rule 3.10(2) of the
Listing Rules, the Board consists of three Independent Non-executive
Directors, one of them, namely Mr. Wong Kun Kau, possesses of
appropriate professional qualifications or accounting or related
financial management expertise. During the six months ended 30
June 2023 and up to the date of this interim report, the number of
Independent Non-executive Directors represents at least one-third of
the Board which is in compliance with Rule 3.10A. As such, the
Company believes that there is a sufficient independence element in
the Board to safeguard the interests of the shareholders of the
Company.
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Corporate Governance and Other Information

TEERREMER

AUDIT COMMITTEE

The Company has established the Audit Committee of the Board (the
“Audit Committee”) on 18 February 2020 with written terms of
reference in compliance with Rule 3.21 of the Listing Rules and the
Corporate Governance Code as set out in Appendix 14 to the Listing
Rules. The Audit Committee consists of three members, Mr. Wong
Kun Kau, Mr. Zhu Diwu and Mr. Sze Irons B.B.S., JP. Mr. Wong Kun
Kau is the chairman of the Audit Committee.

SHARE OPTIONS SCHEME

The Company has adopted the share option scheme on 18 February
2020. No share option has been granted, exercised, expired,
cancelled or lapsed under the share option scheme since its
adoption date and up to the date of this interim report.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the six months ended 30 June 2023, neither the Company nor
any of its subsidiaries has purchased, sold or redeemed any of the
Company'’s listed securities.

EVENTS AFTER THE END OF THE REPORTING
PERIOD

No significant event took place subsequent to 30 June 2023 and up
to the date of this interim report.

DISCLOSURE OF INTERESTS

Directors’ Interest in the Company and Associated
Corporation

As at 30 June 2023, interests or short positions the Directors and
chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO")) which were required (i) pursuant to section
352 of the SFO, to be recorded in the register referred to therein, or
(i) pursuant to Model Code contained in Appendix 10 to the Listing
Rules, to be notified to the Company and the Stock Exchange, were
as follows:

BEREES

ARBCRE EWRAFE3. 2165 5 LR AP
B+ AT E M B EE AT RN 20202 4 18H
RIE=ZSGERZES((BREER]) X
NEEAARECEBELE -EXZBEEH
=UKEAER  BREREERSEE  RHHRLE
KipsREAE GAEHESE  KFML) - B&
RELERBEREZBEER

ERESTE

AN RIBH 202042 A 18 B IR NGB AR HERT ) -
R B B A R IR B AL - R
RRAEAR AR ARt B - 1708 T -
A -

BE HEREE LHRESF

#ZE 20236 A30A LLNMEA - ARFRES
ANEATBEBEE  HEREEAA A
fi] RS e

BEHREER

MR2023F 6 A30B & R EEAFHHRE BHAY
WmEAEAER -

EEEE
EERAQARMEBREZENERS

R2023F 6 A308 » ARAEZFNREZITHA
BRAREIREEMBEREE (TERBEHFK
HEGEN((BERAEM®RA])) EXVE) 2 &
D RN RESFFFES()VRIEES RS
EEHI 352118 BB R sZ kPl 2 B & it A
RSO R - (NVRIE L AR B &% 1A
HIZESTRIZREMABME AD G LR
ZHESmABWT ¢

Long position in ordinary shares of the Company RAEQXREBERNER
Number of
ordinary
shares held/ Percentage of
Name of Director Capacity/Nature of Interest interested shareholding*
i HEER
EspR 56 EEEE WEBEREE ERED K
Mr. Xun MH Interest in a controlled corporation® 319,380,375 51.10%
B BAL A RZEEEE RO
Mr. Xun Liangbao (“Mr. Xun LB”) Interest in a controlled corporation® 41,419,719 6.63%

ARBEEE((AREXE]D REEHEE R R
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Corporate Governance and Other Information

Notes:

1. The Company is directly held as to 304,056,250 shares and 15,324,125
shares by MHX Investment Limited (“MHX Investment BVI") and JingH
Investment Limited (“JingH Investment BVI"), respectively. MHX
Investment BVI is wholly-owned by Mr. Xun MH. JingH Investment BVI
is owned as to 36.99% by Mr. Xun MH. Mr. Xun MH is deemed to be
interested in the aggregate number of shares that are held by MHX
Investment BVI and JingH Investment BVI under the SFO.

2. The Company is directly held as to 41,419,719 shares by Furi Investment
Limited ("Furi Investment BVI"). Furi Investment BVI is owned as to
42.01% by Mr. Xun LB. Mr. Xun LB is deemed to be interested in the
number of Shares that are held by Furi Investment BVI under the SFO.

* The percentage represents the number of shares of the Company
interested divided by the number of the Company’s issued shares as
at 30 June 2023.

Save as disclosed above, as at 30 June 2023, 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 any of its associated corporations (within the meaning
of Part XV of the SFO), as recorded in the register of the Company
required to be kept under Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code.
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Corporate Governance and Other Information

TEERREMER

Substantial Shareholders’ Interests in Shares in the
Company other than Director

As at 30 June 2023, so far as our Directors or chief executive of our
Company are aware, the following persons (other than a Director or
chief executive of the Company) had interests or a short positions in
shares or underlying shares of the Company, as recorded in the
register of the Company required to be kept under Section 336 of

the SFO:

Name of Shareholder

Capacity/Nature of Interest

PREZUNEERRNAD TR
e

1202346 A30E * BADRERREBTH
ABFA - ATFAL (RRREEREBTR
ABRRIN) AR R0 AR 17 SAR RERR 19 7
RIBES R E 6 E 336 HARER B AR
AMEFEESHOES AR

Number of
ordinary shares
held/interested

Percentage of
shareholding*

P AR
BREE R B EEMtE VEBEREE BB D
MHX Investment BVI Beneficial owner® 304,056,250 48.65%
MHX Investment BV EmEAAO
Ms. Song Dongling Interest of spouse®™ 319,380,375 51.10%
REL L+ i B A
CV Construction Capital Limited Beneficial owner® 102,937,500 16.47%
BRIERERNBR AT EmEAA?
Conch Venture Development Limited Interest in a controlled corporation® 102,937,500 16.47%
HIZBIEBERBR AT REZEEBER#EZR?
Yijiang International Limited Interest in a controlled corporation® 102,937,500 16.47%
CIEEEBRRAA] REZESEE R RO
Shanghai Yijiang Investment Limited  Interest in a controlled corporation® 102,937,500 16.47%
LEAXIREBRAR REZEEBER#EZR?
Anhui Conch Venture Investment Interest in a controlled corporation® 102,937,500 16.47%
ZHRBBAIZERE REZEEBER#EZR?
Furi Investment BVI Beneficial owner® 41,419,719 6.63%
BIm EBVI EmBERAQ
Ms. Leng Yan Interest of spouse® 41,419,719 6.63%
R+ Be B s
Notes: it -

1. The Company is directly held as to 304,056,250 shares and 15,324,125 1.
shares by MHX Investment BVI and JingH Investment BVI, respectively.
MHX Investment BVI is wholly-owned by Mr. Xun MH. JingH Investment
BVI is owned as to 36.99% by Mr. Xun MH. Mr. Xun MH is deemed to
be interested in the same number of shares that are held by MHX
Investment BVI and JingH Investment BVI under the SFO. Ms. Song
Dongling is the spouse of Mr. Xun MH and is therefore deemed to be
interested in the same number of shares in which Mr. Xun MH is

interested under the SFO.

@ JIANZHONG CONSTRUCTION DEVELOPMENT LIMITED Interim Report 2023

ARAREDAIHEMHX Investment BVI N & /&%
BBVIE # # 5304,056,250 % f% 10 &
15,324,1250% f% 15 » MHX Investment BVIf
BRI EEEERR - RBIREBVIRARAL
S EHEB36.99% © IRIBFEHFRHABK - &
B 4T P AR AFAMHX Investment BVI K &
EIREBVIFTFHMMAREE MR G RS #
moRLBRLTAARATENTRLS
It IRIBEFESF LEEG - EHRARE R
AEEHEERENEREENRDTIESE

e
m ©



Corporate Governance and Other Information

2. The Company is directly held as to 102,937,500 shares by CV
Construction Capital Limited (“CV Construction BVI"). CV Construction
BVI is wholly-owned by Conch Venture Development Limited (“Conch
Venture Development”). Conch Venture Development is wholly-owned
by Yijiang International Limited. Yijiang International Limited is wholly-
owned by Shanghai Yijiang Investment Limited, which in turn is
wholly-owned by Anhui Conch Venture Investment. Accordingly, each
of Conch Venture Development, Yijiang International Limited, Shanghai
Yijiang Investment Limited and Anhui Conch Venture Investment is
deemed to be interested in the same number of shares that are held

by CV Construction BVI under the SFO.

3. The Company is directly held as to 41,419,719 shares by Furi Investment
BVI. Furi Investment BVI is owned as to 42.01% by Mr. Xun LB. Mr.
Xun LB is deemed to be interested in the number of shares that are
held by Furi Investment BVI under the SFO. Ms. Leng Yan is the
spouse of Mr. Xun LB and is therefore deemed to be interested in the
same number of shares in which Mr. Xun LB is interested under the
SFO.

* The percentage represents the number of shares of the Company
interested divided by the number of the Company’s issued shares as
at 30 June 2023.

Save as disclosed above, as at 30 June 2023, no person, other than
the Directors, whose interests are set out in the section headed
“Directors’ Interest in the Company and Associated Corporation”
above, had registered an interest or short position in the shares or
underlying shares of the Company that was required to be recorded
pursuant to section 336 of the SFO.

REVIEW OF INTERIM FINANCIAL STATEMENTS

The interim financial report is unaudited, but has been reviewed by
the Audit Committee. It has also been reviewed by KPMG in
accordance with the Hong Kong Standard on Review Engagements
2410, Review of interim financial information performed by the
independent auditor of the entity, issued by the Hong Kong Institute
of Certified Public Accountants. KPMG's independent review report to
the Board of Directors is included on page 28.
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REVIEW REPORT OF INTERIM FINANCIAL REPORT

R R EFMRE

Review report to the Board of Directors of
Jianzhong Construction Development Limited
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out on pages 29
to 56 which comprises the consolidated statement of financial
position of Jianzhong Construction Development Limited (the
“Company”) and its subsidiaries (together the “Group”) as of 30 June
2023 and the related consolidated statement of profit or loss,
statement of profit or loss and other comprehensive income,
statement of changes in equity and condensed consolidated cash
flow statement for the six month period then ended and explanatory
notes. The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the preparation of an interim
financial report to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34, /nterim financial
reporting, issued by the Hong Kong Institute of Certified Public
Accountants. The directors are responsible for the preparation and
presentation of the interim financial report in accordance with Hong
Kong Accounting Standard 34.

Our responsibility is to form a conclusion, based on our review, on
the interim financial report and to report our conclusion solely to
you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410, Review of interim financial
information performed by the independent auditor of the entity,
issued by the Hong Kong Institute of Certified Public Accountants. A
review of the interim financial report consists of making enquiries,
primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance
with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly
we do not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial report as at 30 June 2023 is
not prepared, in all material respects, in accordance with Hong Kong
Accounting Standard 34, Interim financial reporting.

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

30 August 2023
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

mEEER

For the six months ended 30 June 2023 — unaudited (Expressed in Renminbi) #Z202346 A308 1E/~E A — R&EZ (AAREIR)

Six months ended 30 June

BZ6H30H L<EA
2023 2022
2023 F 20224F
Note RMB’000 RMB'000
B 5 AR®T T AR¥F T
Revenue g 3 86,055 257,146
Cost of sales $HE KA (80,031) (233,060)
Gross profit EF 6,024 24,086
Other net income H iU A 4 32,401 12,980
Administrative and other expenses TR REMRAEZ (17,600) (17,711)
Research and development costs &R (3,368) (11,548)
Impairment loss on trade and other B 5 K H A WK IE A &
receivables and contract assets BHEERNRERE 15 (35,780) (36,375)
Impairment loss on property, plant and #1% - &= MR EREEE
equipment 8(b) (42,997) —
Loss from operations RepE (61,320) (28,568)
Finance costs B & X AR 5(a) (7,610) (11,896)
Loss before taxation BAIEE 5 (68,930) (40,464)
Income tax Frig 6 (1,792) 3,640
Loss for the period BREER (70,722) (36,824)
Loss per share BREE 7
Basic and diluted (RMB) EAREE(ARE) 0.11) (0.06)
The notes on pages 35 to 56 form part of these financial 5352 56H MM B ZETIEIREHN—IF
statements. e
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

meEBEREMEERER

For the six months ended 30 June 2023 — unaudited (Expressed in Renminbi) #Z202346 A308 1E/NEA — R&EZ (AARKEIR)

Six months ended 30 June

BZ6H30H L<EA
2023 2022
2023 20224
RMB’000 RMB'000
AR® TR ARETIT
Loss for the period ~ WMaER 70722) | (3¢6,824)
Other comprehensive income for the period IR H {2 H U&=
Item that is or may be reclassified HE B D i GEEF 7 AE
subsequently to profit or loss: EEmAIER -
Exchange differences on translation of HE B ) DA I TS B 7 3R
financial statements of operations outside — RHIE X =58
Chinese Mainland (340) (207)
Other comprehensive income for the period MmHMEEEE | G400 (o7
Total comprehensive income for the period A2 HE WK =HA%E (71,062) (37,031)

The notes on pages 35 to 56 form part of these financial
statements.

AN

7]

o
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
E MR R R

At 30 June 2023 — unaudited (Expressed in Renminbi) 72023968308 — F&#EZ (LUAREFIR)

P\ At
30 June 31 December
2023 2022
2023 F R 20224
6H30H 12A31H
Note RMB’000 RMB’000
B 5 ARE T ARBFIT
Non-current assets FRBEE
Property, plant and equipment L 8 340,658 420,913
Intangible assets mpEE 1,348 1,842
Receivables under service concession MR FFHELZHIE THY
arrangement JiE Wk T8 10 20,040 21,842
Deferred tax assets FEIEFRIBE 40,716 40,716
Other non-current assets EMIEREEE 931 22,367
403,693 507,680
Current assets REBEE
Inventories FE 4,572 4,575
Contract assets BHEE 225,090 280,659
Trade and other receivables B 5 & E U FRIE 9 611,088 664,787
Prepayments TETRIAE 10,138 18,982
Receivables under service concession  RRIEHEFFHELZHEIE THY
arrangement JE W kT8 10 9,115 9,279
Restricted bank balances SR HIER1T A o 11 10,836 19,352
Cash and cash equivalents HekReFEEY 95,306 149,817
966,145 1,147,451
Current liabilities REEE
Trade and other payables B 5 Rk E MR 5RIE 12 451,021 549,108
Contract liabilities EHEE 212 377
Loans and borrowings BERMER 13 136,253 214,155
Lease liabilities HEBE 215 209
Current taxation BN EAH 18 9,690 9,356
597,391 773,205
Net current assets REBEERR 368,754 374,246
EPERBBREMRAT —B=FHHRKRE



Consolidated Statement of Financial Position

FEMBMRRER
At 30 June 2023 — unaudited (Expressed in Renminbi) 720236 H308 — FKi&EZ (AAREIR)
At At
30 June 31 December
2023 2022
12023 F R 20224F
68301 12H31H
Note RMB’000 RMB'000
M =E AR®T T ARET T
Non-current liabilities ERBEE
Loans and borrowings ERRER 13 67,393 103,246
Lease liabilities HEAE 93 203
Other non-current liabilities HEMERSDEE 4,049 6,503
S B 71,535 | 109,952
NET ASSETS BEEFE 700,912 771,974
CAPITAL AND RESERVES EAXRFEE
Share capital (&N 5,671 5,671
Reserves & 695,241 766,303
TOTAL EQUITY B 700,912 771,974

Approved and authorised for issue by the board of directors on

30 August 2023.

R2023F8 AR REF S W E R EH

7 o

Xun Minghong

HRA
Director
EE

He Wenlin
18] 3Tk
Director
EFE

The notes on pages 35 to 56 form part of these financial

Statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
MREERR R

For the six months ended 30 June 2023 — unaudited (Expressed in Renminbi) #Z202346 A308 1E/~E A — R&EZ (AAREIR)

Share Share Other Retained
capital premium reserve profits Total
[N 175 & Hitif# e RE FI 8 £y
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥TR ARETT AR%Tr AR%Tr AR¥ETn
Balance at 1 January 2022 R2022F1 A1 B & 5,671 194,097 498,302 290,440 988,510
Changes in equity for the six months ended BE202256A30H L8 A
30 June 2022: WEZSD :
Loss for the period MR EE — — — (36,824) (36,824)
Other comprehensive income Hit2EaE — 3 (207) = (207)
Total comprenensive income  EEM@me® | — & @7 | (36824) | (87.081)
Appropriation to special reserve for RERAELRZERER
production safety = = 954 (954) =
Balance at 30 June 2022 and 1 July 2022 7202256 H30H K
2022F7 A1 ER 5,671 194,097 499,049 252,662 951,479
Changes in equity for the six months ended BZ2022F12A31H 1
31 December 2022: NMEANESZE :
Loss for the period HREE — — — (179,251) (179,251)
Other comprehensive income Hit2E — — (254) = (254)
Total comprehensive income 2HENEEE = = (254) (179,257) (179,505)
Appropriation to statutory reserve ABEETERE = = 358 (358) —
Appropriation to special reserve for REEEEERESHRERE
production safety = = 496 (496) =
Balance at 31 December 2022 720228512 831 B &6 5,671 194,097 499,649 72,557 771,974
Balance at 31 December 2022 and #2022%128318 Kk
1 January 2023 202351 A1 B & 5,671 194,097 499,649 72,557 771,974
Changes in equity for the six months ended BZE2023F6A30H
30 June 2023: EARBANESEE :
Loss for the period HAEE — — — (70,722) (70,722)
Other comprehensive income Hin2E Y - — (340) — (340)
Total comprehensive income 2HENEEE - — (340) (70,722) (71,062)
Balance at 30 June 2023 202356 A30 B K% 8R 5,671 194,097 499,309 1,835 700,912

The notes on pages 35 to 56 form part of these financial

Statements.
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

RS RERER

For the six months ended 30 June 2023 — unaudited (Expressed in Renminbi) #Z202346 A308 1E/NEA — R&EZ (AARKEIR)

Six months e

nded 30 June

BZ6H30BIEAEA
2023 2022
2023 20224
RMB’000 RMB’000
AR® TR ARET T
Operating activities RESER
Cash generated from operations KEMEBIRG 34,340 122,006
Income tax paid BN ATER (1,458) (612)
Net cash generated from operating activities EEEBIGREFHE | 32,882 | 121,394
Investing activities REED
Payments for purchase of property, BEWME  BEREKENRK
plant and equipment (342) (25,438)
Proceeds from disposal of property, HEME  BEME&E
plant and equipment FT1S 518 41,600 15,417
Net cash generated from/(used in) RETEFRE(FiR)RE
_investing activities BB 41,258 | (10,021)
Financing activities BMEEH
Proceeds from new bank loans and FERITER R EME R
other borrowings Fr1S 5018 29,500 79,100
Repayment of bank loans and other BEIBITE R R EAE K
borrowings (117,950) (119,565)
Payments of lease liabilities %ﬂ‘%iéffﬁm (104) (149)
Payment for acquisition of equipment by BERESHAR
instalments (9,022) (27,233)
Payments for capital element of obligations & 1& B 32 5 & 4 M F& 75 1Y
arising from sale and leaseback BRI A R
transactions (25,305) (29,023)
Interests paid EIFE (6,368) (13,525)
Net cash used in financing activites ~~ BEZFBFAREF®R | (129,249) | | (110,395)
Net (decrease)/increase in cash and RERBEZEEY (BL),
cash equivalents B F 8 (55,109) 978
Cash and cash equivalents at 1 January M A1BNRERASEEY 149,817 92,973
Effect of foreign exchanges rates changes Exgasnge 598 53
Cash and cash equivalents at 30 June R6A30HMELR
Re&ZEEY 95,306 94,004

The notes on pages 35 to 56 form part of these financial 5535ZE56E MM A Z S M IEIREMN — 20
statements. 5 o
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NOTES TO THE INTERIM FINANCIAL REPORT

R 8 B 7S ¥ B RE

(Expressed in Renminbi unless otherwise indicated) (BxSAE4ERASN - HAAREESIR)

BASIS OF PREPARATION

The interim financial report has been prepared in accordance
with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited, including compliance with Hong Kong
Accounting Standard (HKAS) 34, Interim financial reporting,
issued by the Hong Kong Institute of Certified Public
Accountants (HKICPA). It was authorised for issue on
30 August 2023.

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2022 annual
financial statements.

The preparation of an interim financial report in conformity
with HKAS 34 requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities, income
and expenses on a year to date basis. Actual results may
differ from these estimates.

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The notes
include an explanation of events and transactions that are
significant to an understanding of the changes in financial
position and performance of Jianzhong Construction
Development Limited (the “Company”) and its subsidiaries
(together the “Group”) since the 2022 annual financial
statements. The condensed consolidated interim financial
statements and notes thereon do not include all of the
information required for a full set of financial statements
prepared in accordance with Hong Kong Financial Reporting
Standards (the “"HKFRSs").

The interim financial report is unaudited, but has been
reviewed by KPMG in accordance with Hong Kong Standard on
Review Engagements 2410, Review of interim financial
information performed by the independent auditor of the entity,
issued by the HKICPA. KPMG's independent review report to
the Board of Directors is included on page 28.

The financial information relating to the financial year ended
31 December 2022 that is included in the interim financial
report as comparative information does not constitute the
Company'’s statutory financial statements for that financial year
but is derived from those financial statements. The Company’s
auditor has expressed an ungualified opinion on those financial
statements in its report dated 31 March 2023.

1
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Notes to the Interim Financial Report

oA B 7S R S Y

(Expressed in Renminbi unless otherwise indicated) (B S2AEAIN - AN REFIR)

2 CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued the following new and amended
HKFRSs that are first effective for the current accounting
period of the Group. Of these, the following developments are
relevant to the group’s financial statements:

o Amendments to HKAS 8, Accounting policies, changes in
accounting estimates and errors: Definition of accounting
estimates

° Amendments to HKAS 12, /ncome taxes: Deferred tax
related to assets and liabilities arising from a single
transaction

° Amendments to HKAS 12, Income taxes. International tax
reform — Pillar Two model rules

o Amendments to HKAS 1, Presentation of financial
statements and HKFRS Practice Statement 2, Making
materiality judgements: Disclosure of accounting policies

None of these developments have had a material effect on
how the Group's results and financial position for the current
or prior periods have been prepared or presented in this
interim financial report. The Group has not applied any new
standard or interpretation that is not yet effective for the
current accounting period.
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3

(@)

Notes to the Interim Financial Report

(Expressed in Renminbi unless otherwise indicated) (BxBE4ERASN - HAAREESIR)

REVENUE AND SEGMENT REPORTING 3

Revenue

The principal activities of the Group are the provision of
construction service, leasing of construction machinery,
equipment and tools, and provision of sewage treatment
service in Chinese Mainland.

(i) Disaggregation of revenue

Fh HA B S 2R 5 B R
Wk o E;|RE
(@) Wz

AEBEMETEXETEETEAL
RRHZERY  HEZEEW -
&t M T A AR B 405 7K B2 32 AR
% o

i WEED

Six months ended 30 June

HZE6H30R L A~EA
| 2022
0234 2022
RMB’000 RMB’000
R AR FIT
Revenue from contracts with ZFB IR EERFE 1555
customers within the scope HERRBEFEHH
of HKFRS 15 &
Disaggregated by major REEEMmIRBESD
products or service lines
— Revenue from construction — EEERIE ULz
service 11,250 146,983
— Revenue from sewage — J5KEE IR AR 7 W a
treatment service 2,421 2,579
— Revenue from equipment — RAEGE L RGN
operation service 16,580 22,987
— Others* — Hfh* 272 1,182
30,523 173,731
Revenue from other sources  E fth 38R #Y Uk =%
— Revenue from leasing of — — MW FELTE
construction machinery, MHE W=
equipment and tools 55,532 83,415
86,055 257,146

* Others mainly represents sales of construction
materials and provision of certain logistic services.

* Hth = R EH
Bl Em A REHRE TS
AR TS W 2 -
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Notes to the Interim Financial Report

F B B 7 R B R
(Expressed in Renminbi unless otherwise indicated) (BrBAERAIN - HAAREESIR)
3 REVENUE AND SEGMENT REPORTING 3 WakoaHHmE (&)
(CONTINUED)
(@) Revenue (Continued) (@ W= (&)
(i) Disaggregation of revenue (Continued) (i) W=dEo (8
Six months ended 30 June
HZE6H30R L ANEA
2023 2022
20234 20224
RMB’000 RMB’000
AR®T T AR¥ETFTT
Disaggregated by timing of 1R UK S FERR R EI D
revenue recognition
— Over time — FERFfE 85,783 255,964
— Point in time — RE—IEERHEE 272 1,182
Total st 86,055 257,146

g 2 1 AN 65 B U 22 10% 3K A
EWEERFEHIIMNT

Revenue from major customers which accounts for
10% or more of the Group’s revenue are set out

below:
Six months ended 30 June

BZ6H30H1ENEA
| 2022
023 £ 20224
RMB’000 RMB'000
R ARET T
Customer A EPA 26,189 45,368
Ccustomer B =FB N/ATRE A+ 89,741

* Less than 10% of the Group's revenue.
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(Expressed in Renminbi unless otherwise indicated)

3 REVENUE AND SEGMENT REPORTING
(CONTINUED)

(b)

Segment reporting

The Group manages its businesses by service lines. In a
manner consistent with the way in which information is
reported internally to the Group’s most senior executive
management for the purposes of resource allocation and
performance assessment. No geographical segment
analysis is presented as substantially all assets, liabilities,
revenue and gross profit of the Group are attributable to
the operations in the PRC.

The Group has four separate segments as follows:

Provision of construction service
service”);

(“Construction

Provision of leasing services of construction
machinery, equipment and tools, and equipment
operation service (“Equipment operation service”);

Provision of sewage treatment service (“Sewage
treatment operation”); and

Sales of construction materials and others
(“Others”).

For the purposes of assessing segment performance and
allocating resources between segments, the Group’s
senior executive management monitors the results based
on the revenue and gross profits of Construction service,
Equipment operation service, Sewage treatment
operation and Others.

Notes to the Interim Financial Report
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Notes to the Interim Financial Report

oA B 7S R S Y

(Expressed in Renminbi unless otherwise indicated) (BrBAERAIN - HAAREESIR)

3 REVENUE AND SEGMENT REPORTING
(CONTINUED)

3 WEkoAPEHE ()

(b) Segment reporting (Continued) (b) ZEREFHE (&)
(i) Reportable segment gross (loss)/profit BESHE (B)F
0 0 ope 0
op 0 O 0
£ L
78 S iR & b e
RMB’000 RMB’000 B000 RMB’000 RMB’000
For the six months ended BZ2023F6830H
30 June 2023 B A
Revenue e 11,250 72,112 2,421 272 86,055
Cost of sales HEKA (12,242) (65,261) (2,309) (219) (80,031)
Reportable segment gross (loss)/ RED
profit £(8)/F (992) 6,851 112 53 6,024
For the six months ended HZE2022%F6A308
30 June 2022 EREA
Revenue Wz 146,983 106,402 2,579 1,182 257,146
Cost of sales HEKA (153,490) (76,170) (2,213) (1,187) (233,060)
Reportable segment gross (loss)/ BEH
profit £(18),/7 (6,507) 30,232 366 (5) 24,086

Substantially all of the Group’s revenue were
arising from Chinese Mainland. The Group does not
allocate any specific assets or liabilities to the
operating segments as the Group’s senior executive
management does not use the information to
measure the performance of the reportable
segments.
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Notes to the Interim Financial Report

HER B A 3R S P
(Expressed in Renminbi unless otherwise indicated) (BxBE4ERASN - HAAREESIR)
3 REVENUE AND SEGMENT REPORTING 3 WHEEISHBRE (&)
(CONTINUED)
(b) Segment reporting (Continued) (b) ZEREFE (&)
(ii)  Reconciliations of reportable segment profit or loss (i) HEDWEZHYER

Six months ended 30 June

HZE68A30B L~EA
| 2022
| 2022
B’000 RMB'000
S AR¥FIT
Reportable segment gross profit ¥R & 5 ZBEF 6,024 24,086
Other net (loss)/income HAnF (B518) WA (10,596) 12,980
Administrative and other expenses 77 B & E i 5 % (17,600) (17,711)
Research and development costs  #f 2 & (3,368) (11,548)
Impairment loss on trade and B 5 I H th fE W IR
other receivables and contract ARE KB ERNRE
assets 18 (35,780) (36,375)
Finance costs & Bk AN (7,610) (11,896)
Consolidated loss before taxation 4:4& Fi A& 12 (68,930) (40,464)
4 OTHER NET INCOME 4 HMEFEWRA
Six months ended 30 June
BZ6H30RIEAEA
| 2022
| 2022
B’000 RMB'000
R ARBF T
Interest income FEIA 1,606 1,722
Government grants BT 8 B 1,937 19
Gain on disposal of property, plant and &% - BE L REREE
equipment 27,235 10,058
Others EHAh 1,623 1,181
32,401 12,980

ETERBRRERDLE —To=FPHERE @



Notes to the Interim Financial Report

oA B 7S R S Y

(Expressed in Renminbi unless otherwise indicated) (BrBAERAIN - HAAREESIR)

5 LOSS BEFORE TAXATION

5

Loss before taxation is arrived at after charging:

(@) Finance costs

B Al & 18
BATBEE R -

(@) MEKA

Six months ended 30 June

BZ6H308 1L<@EA
2023 2022
20234 20224
RMB’000 RMB’000
AR T T AR FIT
Interest on bank loans and other  $R17E R E M EKAF L
borrowings 4,020 8,007
Interest on lease liabilities HEBGEHNFE 10 21
Finance charges on sale and ERHAERZNTHEA
leaseback transactions 1,914 2,004
Interest on acquisition of LA BAfF SREE A R EE A B
equipment by instalments A2 1,002 1,077
Other borrowing costs E & B A 664 787
7,610 11,896

(b) Staff costs (including directors’” emoluments)

by EIRF (BREESEHE)

Six months ended 30 June

HZE6H30BIEAEA
| 2022
| 20224
RMB’000 RMB'000
R AREEFTT
Salaries, wages and other benefits %4 « T& R HMAEF] 10,680 15,829
Contributions to defined FEHFRREFFTE K
contribution retirement benefit
schemes 597 830
11,277 16,709
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Notes to the Interim Financial Report

B B 7 R S B R
(Expressed in Renminbi unless otherwise indicated) (BxBE4ERASN - HAAREESIR)
LOSS BEFORE TAXATION (CONTINUED) 5 BialEsiE (&)
(c) Other items (c) HMEAE
Six months ended 30 June
BZ6H30H L<EA
| 2022
023 4 20224
RMB’000 RMB'000
R ARBF T
Depreciation e
— property, plant and equipment — %1% - BiE KR 22,893 42,774
— right-of-use assets — EAEEE 104 192
22,997 42,966
Amortisation of intangible assets & E# 494 494
Expenses relating to short-term HEHEEEENER
leases 6,202 12,477
Labour subcontracting fee B’ 37,378 124,663
Impairment loss on trade and B 5 N H W SR8 DA K
other receivables and EHEENRERESE
contract assets 35,780 36,375
Impairment loss on property, Y - BB &R EREEE
plant and equipment 42,997 —
INCOME TAX 6 MBH
Six months ended 30 June
BZ6H30B 1LA<EA
| 2022
0234 20224
RMB’000 RMB’000
R AR®ET T
Current tax BN EA 18 1,792 2,921
Deferred tax IR AER I — (6,561)
1,792 (3,640)

ETERBRRERDLE —To=FPHERE @



Notes to the Interim Financial Report

oA B 7S R S Y

(Expressed in Renminbi unless otherwise indicated) (B S2AEAIN - AN REFIR)

6

INCOME TAX (CONTINUED)

Notes:

(i) Pursuant to the rules and regulations of the Cayman Islands and
the British Virgin Islands (the “BVI”), the Group is not subject to
any income tax in the Cayman Islands and the BVI.

(if) No provision was made for Hong Kong Profits Tax as the Group
did not earn any assessable profit that was subject to Hong
Kong Profits Tax for the six months ended 30 June 2023 (six
months ended 30 June 2022: Nil).

(i)~ The Group's subsidiaries in Chinese Mainland is subject to PRC
corporate income tax at the statutory rate of 25%.

In December 2022, Jianzhong Construction Technology Co., Ltd.
("lianzhong Construction Technology”), an indirect wholly-owned
subsidiary of the Company, obtained the state-level approval for
its application of High-tech Enterprise qualification and was
granted the qualification with effect from 14 December 2022. In
accordance with the PRC Corporate Income Tax Law (“CIT
Law”), the High-tech Enterprise qualification will be valid for a
period of three years from 2022 to 2024 and entitles Jianzhong
Construction Technology to a reduced tax rate at 15% during
this period.

LOSS PER SHARE

The calculation of basic loss per share is based on the loss
attributable to equity shareholder of the Company of
RMB70,722,000 (six months ended 30 June 2022:
RMB36,824,000) and the weighted average number of
625,000,000 ordinary shares in issue during the interim period.

Diluted loss per share is equal to basic loss per share as there
were no dilutive potential shares outstanding for the six
months ended 30 June 2023 and 2022.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2023, the Group acquired
items of plant and machinery with a cost of RMB104,000 (Six
months ended 30 June 2022: RMB9,161,000). Items of
machinery, equipment and tools with a net book value of
RMB14,365,000 were disposed of during the six months ended
30 June 2023 (six months ended 30 June 2022:
RMB20,915,000), resulting in a gain on disposal of
RMB27,235,000 (six months ended 30 June 2022:
RMB10,058,000).
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(Expressed in Renminbi unless otherwise indicated)

8 PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

(@)

(b)

Property, plant and equipment pledged for

loans and borrowings

()  The Group had obtained specific bank loans and
other borrowings to acquire certain machinery and
equipment and these machinery and equipment
were pledged to the bank until the settlement of
the corresponding bank loans. As at 30 June 2023,
the carrying amounts of the machinery and
equipment pledged for these bank loans and other
borrowings were RMB99,159,000 (31 December
2022: RMB118,595,000). Please refer to Note 13(a)
(i) for details of the loans.

(i) The Group sold certain machinery and equipment to
external parties and leased them back for a term
of 3 to 4 vyears. The Group determined the
transfers to buyer-lessor were not sales under
HKFRS15, thus the Group continues to recognise
the underlying assets, and recognises financial
liabilities for the considerations. As at 30 June
2023, the carrying amounts of the machinery and
equipment pledged in respect of the sale and
leaseback transactions were RMB104,666,000
(31 December 2022: RMB127,527,000). Please refer
to Note 13(b) for details.

Impairment losses

In view of the fierce competition of equipment operation
service in the PRC in the first half of 2023, the Group
expects that less revenue from equipment operation
service will be generated in the future. This indicates
that the property, plant and equipment of the Group may
be further impaired. As a result, the Group reassessed
the recoverable amounts of property, plant and
equipment and the carrying amount of property, plant
and equipment was written down to their recoverable
amount of RMB340,658,000 and an impairment loss of
RMB42,997,000 was recognised against the carrying
amount. The recoverable amounts of these assets were
estimated based on their value in use calculated. The
calculations were using cash flow projections based on
financial budgets approved by management, which cover
the estimated remaining useful life of the assets.
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(Expressed in Renminbi unless otherwise indicated) (BrBAERAIN - HAAREESIR)

9 TRADE AND OTHER RECEIVABLES 9

As of the end of the reporting period, the ageing analysis of
trade and bills receivables (which are included in trade and
other receivables), based on date of progress certificates or
date of issuance of bills and net of loss allowance, is as

B 5 R H BRI
BERSHR  WEEEARARRE
FIA B HIEIS WINR BREBNE 58
W SRR T FE MR 1 (5 AR 5 R L At
W) BRI DATIAT -

follows:
A At
0 : 31 December
| 2022
023 1 20224
6 H30E 12H31H
RMB’000 RMB'000
R ARETIT
Within 1 month 1EA RN 10,322 40,313
More than 1 month but within 3 months 12316 A 19,883 63,444
More than 3 months but within 6 months 3% 61 A 25,132 77,098
More than 6 months but within 12 months 6= 121 A 119,368 129,976
More than 12 months BiB1218 A 399,827 324,782
Trade and bills receivables, net of loss B 5 W SR IE K FE IR
allowance ZiE o MR ERER 574,532 635,613
Deposits and other receivables, net of loss &% & H th fE U 7118 -
allowance R 18 K % 36,556 29,174
611,088 664,787

(i) As part of its normal business, the Group has entered into
certain factoring agreements with certain banks and
factoring companies. During the six months ended
30 June 2023, trade receivables of RMB19,363,000 (Six
months ended 30 June 2022: RMB31,822,000) were
transferred to certain banks or factoring companies in
accordance with non-recourse factoring agreements, and
the corresponding trade receivables were derecognised
as the directors are of the opinion that the substantial
risks and rewards associated with the trade receivables
have been transferred and therefore these receivables
were qualified for derecognition.

(i) According to the payment terms in contracts, the Group
is entitled to request for progress payments that are
usually measured by reference to a prescribed
percentage of the certified amount of work completed.
Further details on the credit risk arising from trade
receivables are set out in Note 15.
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(Expressed in Renminbi unless otherwise indicated) (BxBE4ERASN - HAAREESIR)

10 RECEIVABLES UNDER SERVICE CONCESSION 10 FRG4SFREZHEE T B EUFR
ARRANGEMENT b1 |
The Group's receivables under service concession arrangement
in respect of sewage treatment service are as follows:

SR B K55 7K Ba Y2 BR 75 1O AR 75 45 R HE
RHETHREFRBHIINT

A At
0 : 31 December
| 2022
023 1 120224
68308 12H31H
RMB’000 RMB'000
R AR T T
Non-current portion JEBNEAEL 20,040 21,842
Current portion BN Ef =65 9,115 9,279
29,155 31,121

Expected collection schedule is as follows: FEztWERERMT :
Within 1 year 167/ 9,115 9,279
After 1 year but within 5 years 1E5% 13,884 13,976
After 5 years but within 10 years 5E10%F 6,156 7,866
29,155 31,121

The effective interest rate for the above financial assets was Lt e EERNBERFFEZ3.85% °

3.85% per annum.

11 RESTRICTED BANK BALANCES 11 ZREIBITEER

At

| : 31 December

| 2022

023 1 120224
68308 12HA31H
RMB’000 RMB'000
S AR®EF T

B fF 3 10,836 19,352

Pledged deposits

R2023% 6 4308 Kk2022912 8318
ZEGHRE T BB FRITERRITE
AREMET - FAARENZENER -

As at 30 June 2023 and 31 December 2022, these deposits
were mainly pledged to banks as security for bank loans and
other borrowings, litigation and bills payable.
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12 TRADE AND OTHER PAYABLES 12 EFRHMEMNRKIE
As of the end of the reporting period, the ageing analysis of HEFRERR  RBRZEHHILHNE S
trade and bills payable (which are included in trade and other ERRERENEEGIAEZ REM
payables), based on the invoice date, is as follows: FERTFRIE) B BRER D AT AT
A At
0 : 31 December
| 2022
023 1 20224
6 H30E 12H31H
RMB’000 RMB'000
= ARETIT
Within 1 month 1E AR 8,328 33,760
More than 1 month but within 3 months 12318 A 15,341 40,679
More than 3 months but within 6 months  3Z6f# A 27,745 59,523
More than 6 months but within 12 months 6% 121& A 42,277 53,828
More than 12 months BiE121E A 164,697 150,202
Trade and bills payable B SN FIEREMNEE 258,388 337,992
Suppliers of property, plant and equipment %1% - E LR EGEHER 29,507 32,698
Value added tax and surcharges payables — JEfTIE(E R &M & 101,096 107,686
Other payables and accruals Hth & A SR IE K FEFTRUIR 60,502 69,286
Obligation for bills endorsed with recourse BB REMSEZH AT — 1,160
Interest payable JE 1~ FI) & 1,528 286
451,021 549,108
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13 LOANS AND BORROWINGS 13 ERRERK
A At
0 : 31 December
| 2022
0234 2022 4F
6 H30F 12H31H
Note RMB’000 RMB'000
B 5 R AR¥F T
Non-current JE BN BA
Bank loans and other borrowings $E1TE & & H &5
— secured — B (@) 30,309 49,013
Obligations arising from sale and &#&MARR FELKNETE
leaseback transactions (b) 37,084 54,233
e A 67,393 | 103,246
Current B[ HR
Bank loans and other borrowings $B17E & & H &%
— secured — B () 93,709 163,455
Obligations arising from sale and &#MARIR ZELNEF
leaseback transactions (b) 42,544 50,700
R 136253 | 214,155 _
Total @t 203,646 317,401
(@) Bank loans and other borrowings (@ SRITEFRRHMMER
Bank loans and other borrowings were repayable as RITERREMERNERZH
follows: m
At
| : 31 December
| 2022
0234 2022 4F
68308 12A31H
RMB’000 RMB'000
S AREEF T
Less than 1 year —F R 93,709 163,455
1 to 2 years —EMF 26,832 37,809
2 to 5 years M ZE R F 3,477 11,204
124,018 212,468

ETERBRRERDLE —To=FPHERE
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(BrmEHEAN  BUAARKETITR)

13 LOANS AND BORROWINGS (CONTINUED)
Bank loans and other borrowings (Continued)

(@)

Notes:

0]

(i)

As at 30 June 2023, bank loans of RMB29,500,000
(31 December 2022: RMB28,281,000) were secured by
properties of a third party and also guaranteed by the
controlling shareholder of the Company.

As at 30 June 2023, bank loans of RMB38,746,000
(31 December 2022: RMB51,076,000) were secured by
machinery and equipment of the Group (Note 8(a)(i)).

In June 2022, Jianzhong Construction Technology entered
into a credit line agreement with a financial institute to
purchase certain equipment on instalment, pursuant to
which, a credit line with a term of two years with the
amount up to RMB60,000,000 was granted. Such credit
line was guaranteed by the controlling shareholder of the
Company. As at 30 June 2023, the Company had
unutilised credit amount of RMB31,028,000 and the
borrowing of RMB28,972,000 which will be paid according
to payment schedule.

As at 30 June 2023, bank loans of RMB26,800,000
(31 December 2022: RMB97,200,000) were guaranteed by
the controlling shareholder of the Company.
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13 ERRERK (&)
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(@)

Wizt

(0]

(iff)

202396 A30H @ RITER
A R #29,500,0007T (2022412
A318 : A R#28,281,0007t)
N—ZE =Y EERRE
TREAANA B IR AR SRR AR o

20236 A30H @ RITER
AR #38,746,0007T (2022412
A318 : A R#51,076,0007T)
LA 7 £ 3 1 8 Ak J% 2% 48 1R 4 3
(FFES(@)()) °

M20224F6 A - AP R P
—REBEEBR RS A
DHNROABES TRHE
Bl BEERERARE
60,000,0007T 4 B F 1) X (= 7R
E-FRRGEHEEAADAE
P RER YRR © W20234F 6 A
308 - KRR ABAEREE
B/ AREE31,028,0007T - &R
AAR28,972,0007T  HIRIE
R PR R AE T ST

202396 A30H @ RITER
AR #26,800,0007T (2022412
A318 : A R #97,200,0007t)
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13 LOANS AND BORROWINGS (CONTINUED) 13 EFRKRER(E)

(b) Obligations arising from sale and leaseback by ERELRRFELENERK
transactions

Obligations arising from sale and leaseback transactions EREAERZIEENEBNER

were repayable as below: ZHET
A At
0 : 31 December
| 2022
023 1 20224
68308 12H31H
RMB’000 RMB’000
R AREBT T
Less than 1 year —F R 45,631 55,038
1 to 2 years —EMF 33,456 35,599
2 to 3 years ME=F 4,889 21,138
Total undiscounted obligations REGIRE R M ER 5 E 47
arising from sale and leaseback RIS
transactions 83,976 111,775
Less: total future interest expenses & : KRR F| B FZ 2% (4,348) (6,842)
Obligations arising from sale and FTAGREHBMRRRNER
leaseback transactions included HERSELENERK
in the consolidated statement of
financial position 79,628 104,933

A20234%6 A30H k2022412 A
3B MEERHERR ZEER

All obligations arising from sale and leaseback
transactions were secured by machinery and equipment
as mentioned in Note 8(a)(ii) and were guaranteed by the 2= 755 AW 5 8(a) (1) AT sl Y #4 23 K2 3%
controlling shareholder of the Company as at 30 June HIEERRBARRFIZERRFR
2023 and 31 December 2022. HIELR o

14 CAPITAL, RESERVES AND DIVIDENDS 14 EX - RERERE
(@) Dividends @ K2
No dividend was declared for the six months ended H £ 20234 K&2022F6 A30H b
30 June 2023 and 2022. NE AL ESIREAARE ©

BHERBREMRAT —FBo=FHHHRE Q
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15

CREDIT RISK

The Group’s credit risk is primarily attributable to trade
receivables, bills receivable, contract assets and receivables
under service concession arrangement. Management has a
credit policy in place and the exposures to these credit risks
are monitored on an ongoing basis.

The Group has established a credit risk management policy
under which individual credit evaluations are performed on all
customers. These evaluations focus on the customer’s history
of making payments and current ability to pay, and take into
account information specific to the customer as well as
pertaining to the economic environment in which the customer
operates. Based on the evaluation, customers are categorised
into different groups based on their risk characteristic. When
analysed the credit risk arisen, the Group also considered the
credit terms granted to customers. The Group is entitled to
request for progress payments that are usually measured by
reference to a prescribed percentage of the certified amount of
work completed according to the payment terms in the
contracts. However, in practice, it normally takes months to
complete the settlement of trade receivables due to the
administrative process of different customers. Therefore, the
Group generally grants credit periods based on the background
of its customers — for stated-owned enterprises, 6 months
from the issuance of progress certificates; for private entities,
3 months from the issuance of progress certificates.
Accordingly, the Group categorised trade receivables into three
time bands in accordance with the ageing report, i.e. “trade
receivables within the credit period”, “trade receivables
exceeding the credit period by less than 1 year” and “trade
receivables exceeding the credit period by more than 1 year”.
Normally, the Group does not obtain collateral from
customers.

The Group’s customers are concentrated in real estate
companies or main contractors in Chinese Mainland. At the
end of the reporting period, 52.7% (31 December 2022: 18.1%),
15.4% (31 December 2022: 50.6%) and 69.2% (31 December
2022: 71.3%) of the total trade receivables and contract assets
were due from the Group's largest customer, the second
largest customer and the five largest customers respectively.
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15 CREDIT RISK (CONTINUED)

The Group measures loss allowances for trade receivables,
bills receivable and contract assets at an amount equal to
lifetime expected credit losses (the “ECLS"), which is calculated
using a provision matrix. As the Group’s historical credit loss
experience does not indicate significantly different loss
patterns for different customer segments, the loss allowance is
not further distinguished between the Group's different
customer bases. The Group has considered that the expected
loss rates for trade receivables are a reasonable approximation
of the loss rate for the contract assets.

The following table provides information about the Group’s
exposure to credit risk and ECLs for trade receivables, bills
receivable and contract assets (after considering credit periods
practically granted to customers):

Notes to the Interim Financial Report

oA B 7S R 5 Y

(Br SN - HUARKETIT)

15 SERK (&)

AEEREANFENAHREEREX
(EHMEERRDNEBAEBEIEK
KRB RBUREBERAENEEMBELE
B WABRBREETE - ARANEEN
B EERRERIRRATRET PR
MEBEBRRATERZZR A58 TH
EPENBREBRIEE—TERY - K
SERBBEIRUFENBRERRS
BHEEBRKENAEALE-

TREH®RAEEE ZEWFR - BER
BRAEMBEMEENERERRNARS
EEBRREN(BRERERRTERPMN
EEHMREK)

At 30 June 2023
" 2023%F6H30H

Gross

Expected carrying Loss Carrying

loss rate amount allowance amount

FEHEAE REAE BXRES IREE

% RMB’000 RMB’000 RMB’000

% AR¥TR AR¥TR AR¥TxR

Within the credit period RIEEHIR K 15.8 327,876 (51,801) 276,075
Exceeding the credit period by i@ EHIR T B 14

less than 1 year 24.2 266,336 (64,402) 201,934
Exceeding the credit period by FBiB{EE 8RR 1F U E

more than 1 year 27.4 442,803 (121,190) 321,613

1,037,015 (237,393) 799,622

ETERBRRERDLE —To=FPHERE @
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(Expressed in Renminbi unless otherwise indicated) (B S2AEAIN - AN REFIR)
15 CREDIT RISK (CONTINUED) 15 EERE (&)
At 31 December 2022
202212 5318
Gross
Expected carrying Loss Carrying
loss rate amount  allowance amount
TEHAEA R  BRAEMAE  BREE BRHEE
% RMB'000 RMB’000 RMB'000
% ARETIT ARETT ARETT
Within the credit period REEHRA 12.9 510,059 (65,903) 444,156
Exceeding the credit period by #2i@{EEHR T E14F
less than 1 year 19.5 321,959 (62,695) 259,264
Exceeding the credit period by #EiE{EEHR1F A £
more than 1 year 30.7 307,070 (94,218) 212,852
1,139,088 (222,816) 916,272
In addition to above provision matrix, the Group has made br b BB EMEIN - AEBERSE TE

individual loss allowance for certain trade and other
receivables and contract assets. As at 30 June 2023, the
accumulated individual loss allowance was RMB170,340,000
(31 December 2022: RMB149,137,000) with the carrying
amounts before loss allowance of RMB178,469,000
(31 December 2022: RMB149,137,000).

Expected loss rates are based on historical credit loss
experience over the past years. These rates are adjusted for
factors that are specific to the debtors, current conditions and
the Group's view of economic conditions over the expected
lives of the trade receivables, bills receivable and contract
assets.

For receivables under service concession arrangement, as the
receivables are mainly due from an entity designated by local
government with no history of default, the Group considered
the loss allowances for receivables under service concession
arrangement to be immaterial.
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CREDIT RISK (CONTINUED) 15 EERB (&)
Movement in the loss allowance account in respect of trade B MEMBERGRIEUREGHNEERNE
and other receivables and contract assets during the period is KEFBRENBANERBZRIOT :
as follows:
Six months ended 30 June
BZ6H30B1E<EA
| 2022
023 1 20224
RMB’000 RMB'000
R AR®ETF T
Balance at 1 January R1ATH W& 371,953 301,999
Impairment losses recognised during the HIRE &R EEE
period 35,780 36,375
Balance at 30 June 76 A30H M) 45 g4 407,733 338,374
CAPITAL COMMITMENTS 16 BEAREE
There were no material capital commitments outstanding at R2023F 6 A30H + I £& K 1 A HA B 7%

30 June 2023 not provided for in the interim financial report.

WEHERBNRARBENEREARALE
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17 MATERIAL RELATED PARTY TRANSACTIONS

Other than those disclosed elsewhere in the interim financial
report, the Group had entered into the following material
related party transactions:

(@) Key management personnel remuneration

Remuneration for key management personnel of the
Group is as follows:

17

EXEBEIRS

Brer I IS s b EERPT IR ER & 51
AEBECAIYATEREHR IR S

(@)

TEEBASHMH
AEEEBEBABZHMOT :

Six months ended 30 June

BZ6H30BLEANEA
| 2022
023 £ 20224
RMB’000 RMB’000
R AREEFTT
Short-term employee benefits RHEBET 804 713
Contributions to retirement benefit R K18 F &t 214 3%
scheme 20 11
824 724

Total remuneration is included in “staff costs” (see Note
5(0)).

(b) Other transactions with related parties

For the six months ended 30 June 2023, the Group had
short-term leases of factory and office premise from four
entities controlled by the controlling shareholder of the
Company. The aggregate rental expenses incurred during
the period amounted to RMB726,000 (six months ended
30 June 2022: RMB1,192,000). The balances of other
payables to the above companies were RMB1,175,000 as
at 30 June 2023 (31 December 2022: RMB1,649,000).

As at 30 June 2023, other receivables of RMB2,756,000
represent advances paid on behalf of the controlling
shareholder of the Company during the reporting period.
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