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COMPANY PROFILE
B B

Kanggiao Service Group Limited (hereinafter referred to as “Kanggiao
Service “or the “Company”, together with its subsidiaries collectively
referred to as the “Group”, stock code: 2205) was incorporated in
the Cayman Islands as an exempted company with limited liability on
October 8, 2020, and was listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on July 16,
2021 (the “Listing Date”).

With more than 10 years of hard work and dedication and based in
Central China, Kanggiao Service is deeply rooted in the country.
Kanggiao Service is a reputable comprehensive property management
service provider in the People’s Republic of China (the “PRC"), with a
leading position in Henan Province. We have been involved in various
business covering several types of properties such as residential,
commercial, office buildings, industrial parks, and public properties.
To date, we have served millions of property owners and have won
more than 200 awards. We were ranked TOP100 in China’s property
industry for seven consecutive years, and ranked 29th among the Top
100 Property Service Companies in terms of overall strength in 2022.

“Creating a joyful life through Kanggiao's considerate services (O O 0O O,
00 00)". The Group insists on in-depth study on the development
path of urban civilization, and takes “Joyful Service (O O 0O )" and
“Intelligent Technology (0O O 0O )" as its two core values. From service
concept to supporting services, the Group focuses on all business
forms, all-age groups and all-service scenarios, covering the whole life
cycle of property development. With the combination of modern
management with digital intelligence technology, the Group fully
demonstrates the new value in the era of large-scale properties by
integrating social governance on the basis of community services.

Based on the needs of urban cultural growth and the pain points of
community facilities, the Group launched the “Four Seasons and One
Hall (O O O 0O )" cultural activities in neighborhoods and the “Five
Clubs (O O )" community activities. Through subdividing groups of
people, the Group organizes community activities for all age groups,
from the elderly to children, from learning to health care and caring
about the needs of people, so that the neighborhood is not only a
physical space, but also a community of life and emotion.

In the future, the Group will take the role as a better life and smart
city service provider to deeply participate in urban services, inject fresh
impetus into new neighborhoods within cities and redefine the
wonderful city life by capitalizing on smart technology!
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CHAIRMAN'S STATEMENT

We work together to overcome difficulties. In 2022, the regional
outbreak of 2019 novel coronavirus disease (“COVID-19") in China
had a significant impact on the economy, society and people’s lives;
the Company’s business centers in various cities in Henan Province
have repeatedly experienced frequent outbreaks of epidemics; the real
estate industry is in a period of deep adjustment, and the recovery is
not as expected; some small and medium-sized real estate developers
have shrunk their business and cut costs to ensure their survival. Faced
with challenges of complex external situations, the Group stepped up
its internal training, continued to improve its service, operation,
organization, digital science and brand strength, and insisted on the
tangibility of intangible services, namely, service standardization,
standardized products, product branding and brand value. Thus, the
main works carried out are as follows:

Quality service-based, standard assessment to
generate income

High-quality service is the foundation of the Group’s survival. With
the planned scale expansion of the Group, the three product lines of
the Company'’s property services, namely, residential business, non-
residential business and city services, have been formed respectively,
matching clear and definite hierarchical service positioning and service
standards, laying a solid foundation for the strategic layout planning
of the Company. The industrial sector focuses on the asset operation
and product premium of “big owners”, solves the product planning
and sales of their new houses, parking spaces and shops, and
improves their product premium ability through sales office
management services, pre-delivery services, consultancy services and
technological services; the asset management and community life of
“small owners” is committed to improving the needs of owners for a
better life, providing second-hand housing rental and sales, asset
custody and loan business, and also meeting the needs of different
owners through group purchase of explosive products, household
decoration, chain food, smart parking and smart charging. Under the
Group's overall business performance objectives, all major product
lines are customer-oriented, operate independently in the market,
mutually integrate internal and external resources, standardize service
under standardized management, put quality service first, and
eliminate losses through digital assessment.
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CHAIRMAN'S STATEMENT
ENE B &

Scale expansion to increase efficiency, hand in hand
to develop and expand

Quality development is the goal of the Group. In the year ended
December 31, 2022 (the "Year”), the Group strengthened its
operational capacity and strategically expanded its market-oriented
scale. The Group focused on three directions: urban deep cultivation,
commercial deep cultivation and deep cultivation in the surrounding
areas of the project under management, and focused on the projects
to be delivered in the near future. Through the effective performance
incentive system and the signing of the target responsibility letter, all
employees were encouraged to work together to expand. In this Year,
in addition to the residential business, we also made achievements in
non-residential business such as industrial parks, universities, office
buildings and city services such as rail transit and sanitation; for
example, the signing of Rail Transit Line 1, Suburban Railway Phase |
and Phase Il, Fugou Environmental Sanitation, etc. As of December
31, 2022, Zhengzhou's under management scale has exceeded 15
million sg.m. In addition, the high-quality service has been widely
praised and recognized by the cooperative property developers, and
the service industry chain has been extended to the front end of the
product development of the third-party property developers, so as to
realize the third-party project management of pre-delivery, sales office
and project life cycle services.

Team building and cohesion, unified thinking and
dream building

In this Year, the Group focused on four directions: organizational
efficiency improvement, talent development, safety precautions and
corporate culture:

By adjusting the organizational structure and optimizing the
management and control mode, we have built an efficient and agile
organization, reduced costs and increased efficiency through scientific
and technological hardware and software investment, and constantly
improved per capita efficiency. Compared with the data of the same
period in 2021, the per capita management area, per capita net profit
and personnel cost rate have significantly increased.
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Build internal and external talent supply and development chains in
view of business objectives, and promote the full cycle management
of talents. Through the capacity building and echelon training system
of Kanggiao school, the Group improved the professional and
management ability of internal talents. Completed the development
of 113 front-line service standard operation process courses, the
Group helped the implementation of standards, and constantly
improved the proportion of internal talent training through the
improvement of the five-level talent training system. In 2022, the
proportion of internal talent training has reached 68%.

Employees are the cornerstone of the development of the enterprise.
Through risk source sorting and troubleshooting, the list of risk
sources and safety operation training plan are formulated, pre-control
is strengthened, and safety production monthly activities are regularly
carried out to make sure safety awareness deeply rooted in the hearts
of the people and the scale of safety behavior effectively
implemented.

Sort out and release the list of the Group’s corporate culture activities
in 2022, carry out three-level corporate culture activities at the Group,
theater and project levels, and strengthen the Group's four themes of
learning culture, family culture, campaign culture and role model
culture. Let the core values of the enterprise be deeply rooted in the
hearts, let the employees have a sense of security, unity and cohesion,
and make the enterprise to built and to last.

Technology makes perception, standardization
improves efficiency

Intelligent technology is a pragmatic development direction of the
Group, based on meeting the needs of owners and improving
employee efficiency.

In 2022, the Digital Science Center focused on the strategic
development requirements of the Group’s four modernizations and
five forces, combined with the core pain points and frontline demands
in the business side work process, and after several months of in-
depth research, analysis, design, and construction, comprehensively
constructed a “industry finance integration” digital technology
support system, providing more intelligent and refined management
of business management and cost control, thereby laying a solid
foundation for the digital transformation of joylife, meet the overall
business scale and support needs of the Group in the next five years.

CHAIRMAN'S STATEMENT
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CHAIRMAN'S STATEMENT
B[4 B [

Fulfiling corporate social responsibility, making
safety services as a priority

The Group gives full play to the leading role of Party building of grass-
roots Party organization, fulfills corporate social responsibility, makes
safety services as a priority, ensures the safety of owners, employees and
projects, with the help of smart technology, constantly explores and
innovates the new co-management model of “Party building +
community + property management”, actively participates in the
management of property and municipal public services in buildings
without owners, forms a new pattern of property services with joint
construction, governance and management through consultation, and
continues to actively make contributions to improving the people’s
happiness index. Red Colour Ling Li Hui (0O 0O 0O 0O 0O ) has been selected
and upgraded based on the “Four Seasons and One Hall (0 O O O )" of
the Group’s Ling Li Hui (O O O ), it has held the “Voluntary Epidemic
Prevention and Control” activity, the “Smart Helping the Elderly and
activity, and the “Celebrating the New Journey of the Twentieth National
Congress of the Communist Party of China, Joyful Celebrating the Mid-
Autumn Festival and Joining Hands for Kindness” activity, aiming at
delivering the voice of the Central Communist Party, spreading positive
energy, calling for charity and public welfare, carrying forward the
traditional virtues of the Chinese nation, creating red cultural atmosphere
in neighborhoods and developing the neighborhoods culture of caring
“Family-and-Country”.

Our original aspiration will never change, without fear of new
direction. In the future, under the guidance of the grand service
strategy, the Group will continue to lead the lifestyle change with
high-quality service, help the industrial development with smart
technology, promote management upgrading and service innovation,
complete the building of core competitiveness, resist the changing
macro environment with the unchanged service, and establish a
century-old enterprise.
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MANAGEMENT DISCUSSION AND ANALYSIS
[ [ OY] (R [

| BUSINESS REVIEW . 0o0on

(1) Business Overview (1) 0000

2022 was an important year in the five-year development
of the Group. As a listed property enterprise, Kanggiao
Service continues to (i) provide high-quality services of
“Satisfaction + Refinement” for property owners in this
extraordinary year; (ii) fulfill its commitment to the
shareholders of the Company (the “Shareholders”) with
stable business performance; and (iii) be responsible for
the employees, so that the employees, with a sense of
belonging and security, can devote themselves to work,
and provide continuous and satisfactory services to the
property owners.

At present, the Group’s business covers a variety of
property types, including residential property,
non-residential property (such as commercial, office
buildings, industrial parks, hospitals and other public
infrastructure), and provision of city services (such as rail
transit sanitation, city environmental sanitation and other
services). The Group’s business involves property
management services, value-added services to non-
property owners and community value-added services. All
business areas are interconnected and market-oriented for
balanced development. In 2022, the Group's revenue was
approximately RMB792.9 million, representing an increase
of 1.2% as compared to approximately RMB783.6 million
for the corresponding period in 2021. Profit for the Year
was approximately RMB65.7 million, representing a
decrease of 25.8% as compared to that of approximately
RMB88.6 million for 2021. Profit for the Year attributable
to the owners of the Company was approximately
RMB54.1 million, representing a decrease of
approximately 35.5% as compared to that of RMB83.9
million for 2021.
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MANAGEMENT DISCUSSION AND ANALYSIS
B\ [ ARERERA | (][]

As of December 31, 2022, the Group provided property
management services, value-added services or city services
in 31 cities in the PRC, with 234 projects under
management and a contracted gross floor area (the
"GFA") of approximately 63.3 million sg.m., representing
an increase of 19.2% as compared to approximately 53.1
million sq.m. for 2021, among which approximately 51.0
million sgq.m. or 80.6% were from third party property
developers. The GFA under management was
approximately 31.9 million sg.m., representing an increase
of 35.9% as compared to approximately 23.5 million
sg.m. for 2021, among which approximately 25.1 million
sg.m. or 78.7% were from third party property
developers. The GFA under management of non-
residential properties was approximately 4.2 million sg.m.,
representing an increase of 104.3% as compared to
approximately 2.0 million sq.m. for the corresponding
period in 2021, among which approximately 98.5% of
non-residential properties were from third party property
developers.

Since the beginning of 2022, the international situation
has been complex and grim, and the world economic
growth has slowed down significantly. The COVID-19
fluctuated globally, posing an unprecedented challenge to
the global economy. The Group, in conjunction with the
effective implementation of the national prevention and
control policies in the community, continued to pay
attention to the situation of COVID-19 to ensure the
safety of the lives and properties of property owners and
its employees, maintained sufficient inventory for
prevention and control of the epidemic and business
defense, and actively safeguarded the financial position
and operating results of the Group against the impact of
COVID-19. The board (the “Board”) of the directors (the
“Director”) of the Company considered that COVID-19
did not have any material adverse impact on the financial
position and operating results of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

(2) Four Major Business Lines

The Group is a reputable comprehensive property
management services provider in the PRC, with a leading
position in Henan. In April 2022, the Group was awarded
the title of “2022 China Top 100 Property Management
Companies” by China Index Academy, with its overall
industry strength ranking increased by eight places to
29th as compared with the year of 2021. The Group
generates its revenue mainly from four business lines: (i)
property management services; (ii) value-added services to
non-property owners; (iii) community value-added
services; and (iv) city services.

Property management services

The Group provides property owners, property developers,
residents of residential properties as well as tenants in
non-residential properties with a wide range of property
management services, which typically include security,
cleaning, greening, gardening, repairs and maintenance
services. The Group's portfolio of properties under
management comprises of residential properties and non-
residential properties, such as commercial properties,
office buildings, industrial parks, hospitals and other
public infrastructure. The Group’s business has been
effectively improved in 2022, especially in terms of
increase in the GFA under management of non-residential
properties of the Group by approximately 104.3% as
compared to the corresponding period in 2021. Revenue
from property management services was approximately
RMB480.9 million, accounting for 60.7% of the total
revenue, representing an increase of 37.1% as compared
to 2021.
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MANAGEMENT DISCUSSION AND ANALYSIS
B\ [ ARERERA | (][]

Value-added services to non-property owners

The Group provides value-added services to non-property
owners, primarily major customers like property
developers, mainly consisting of (i) sales office
management services to property developers’ sales offices
and show flats, such as visitor reception, cleaning and
security services; (ii) pre-delivery services that the Group
offers to property developers at different stages before
the delivery of properties from the perspective of property
owners and future property management services,
primarily including optimization of construction blueprints
at the drawing design stage, quality control during the
construction process, measurement and inspection of
completed units prior to delivery; (iii) sales agency services
in which the Group mainly facilitates property developers
in selling their first-hand properties prior to property
delivery; (iv) construction site management services in
which the Group provides daily security services to
constructors and property developers, such as video
surveillance, emergency response, access control and
visitor management; and (v) consultancy services for
property developers and property management companies
in relation to sales and management of projects. Revenue
from value-added services to non-property owners of the
Group was approximately RMB151.5 million, representing
a decrease of approximately 51.4% as compared to
approximately RMB311.9 million for 2021. The decrease
in revenue from value-added services to non-property
owners was due to the shrinking of real estate business
under the influence of policies.
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MANAGEMENT DISCUSSION AND ANALYSIS

Community value-added services

The Group also provides a comprehensive range of
community value-added services to property owners and
residents to improve their living experiences and to
preserve and increase the value of their assets. These
services primarily include (i) home-living services, such as
housekeeping and cleaning services, home maintenance
services, decoration and move-in furnishing services and
shopping services; (ii) community operation services with
respect to managing community spaces and optimizing
the utilization of public resources, such as assist third-
party vendors in seeking suitable places to operate or
promote their businesses, facilitating their promotional
events, daily cleaning and equipment maintenance; and
(iii) asset operation services, primarily including property
agency services with respect to second-hand properties
and unsold parking spaces after property delivery, as well
as rental service in relation to parking spaces and shop
spaces. Revenue from community value-added services
provided by the Group was approximately RMB134.0
million, representing an increase of 10.8% as compared
to that of approximately RMB120.9 million for 2021,
which was mainly attributable to the increase of the GFA
under management and service users as well as the
increasing diversification of types of lifestyle services
business.

City services

The Group can also provide the city with a wide range of
city services, which mainly include (i) rail transit sanitation
services; (ii) city environmental sanitation; (iii) waste
sorting and treatment; (iv) installation of road facilities; (v)
landscaping project; (vi) old communities renovation; and
(vii) setting up smart block construction, etc. The Group'’s
revenue from the city services was approximately RMB26.5
million, accounting for 3.3% of the total revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS
B\ [ ARERERA | (][]

OUTLOOK AND STRATEGY

The Group is committed to becoming a better life and smart city
service provider, and has always adhered to the original intention
of providing customers with “Satisfaction + Surprise” and worked
hard to move forward. According to the Group's strategy for the
next five years, the Group shall continue to improve its product
strength, organizational strength, operational strength, digital
science strength and brand strength to ensure service
standardization, product standardization, product branding and
brand value. The Group shall adhere to the bottom line of safety in
projects, the property owner and the employees, the bottom line
of providing services with quality corresponding to price and of
providing the best price, the bottom line of standardization of
service products, the bottom line of the performance of employees
and the bottom line of business performance. Efforts will made to
expand the non-residential property and city services product lines
of horizontally, and gradually realize the three pillars of “Joyful
Living” (O O 0O ) (for residential properties), “Joyful Commercial
Property Management” (O O O ) (for non-residential properties)
and “Joyful City Service s” (O O O ) (for city service). The vertical
industry sector will be deeply cultivated and incubated, and
realize the service ecology with the characteristics of the Group
with people as the core.

Under the clear strategic layout of the Group, it will be able to
continue to increase its market capitalization by rapidly
expanding its scale, securing contracted GFA as well as
expanding the portion of the GFA from third party property
developers, the portion of non-residential properties and the
scale of city services, and thereby calmly responding to the
intensive competition in the capital market and generating
returns to the Shareholders, customers and employees of the
Company.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW
Revenue

The Group's revenue was mainly generated from four major
businesses: (i) property management services; (ii) value-added
services to non-property owners; (i) community value-added
services; and (iv) city services. During the Year, the Group's total
revenue was approximately RMB792.9 million, representing an
increase of 1.2% as compared to approximately RMB783.6
million for 2021.

The following table sets out the revenue contribution of each
business line for the years indicated:
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Year ended December 31,
00120310000

2022 2021
202201 20210
RMB’000 % RMB'000 %
ooooo % 00000 %
Property management services ooooono 480,918 60.7 350,767 44.8
Value-added services to opoooon
non-property owners 151,527 19.1 311,935 39.8
Community value-added services oooooo 133,970 16.9 120,865 15.4
City services opooo 26,505 33 - -
Total o0 792,920 100.0 783,567 100.0
Property management services gooooo

During the Year, the Group’s revenue from the provision of
property management services amounted to approximately
RMB480.9 million, representing an increase of 37.1% as
compared to approximately RMB350.8 million for 2021, which
was mainly attributable to the rapid increase in the total GFA
under management as a result of the Group’s business
expansion.
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Value-added services to non-property owners

During the Year, the Group’s revenue from the provision of
value-added services to non-property owners amounted to
approximately RMB151.5 million, representing a decrease of
51.4% as compared to approximately RMB311.9 million for
2021. The decrease in revenue from value-added services to
non-property owners was due to the shrinking of real estate
business under the influence of policies.

Community value-added services

During the Year, the Group’s revenue from the provision of
community value-added services amounted to approximately
RMB134.0 million, representing an increase of 10.8% as
compared to approximately RMB120.9 million for 2021, which
was mainly attributable to the increase in the area under
management and service users as well as the increasing
diversification of the types of lifestyle services business.

City services

During the Year, the Group’s revenue from the city services
amounted to approximately RMB26.5 million.

Cost of sales

The Group’s cost of sales primarily consists of employee benefit
expenses, greening and cleaning expenses, utilities,
maintenance and customer service costs, security service costs,
sales agency service costs, office expenses, rental expenses
related to short-term leases, travelling and entertainment
expenses, depreciation and amortisation charges and others.

During the Year, the Group’s cost of sales was approximately
RMB601.9 million, representing an increase of approximately
3.8% as compared to approximately RMB579.7 million for
2021. The increase in cost of sales was mainly due to the rapid
growth of the Group’s business scale.
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MANAGEMENT DISCUSSION AND ANALYSIS

Gross profit and gross profit margin

The following table sets out the Group’s gross profit and gross
profit margin by business line for the years indicated:

HEE) /gH) | | gE

googad

gobobobobooooooooooboon
gooboooboog

Year ended December 31,
00120310000

2022 2021

202217 20210
Gross Gross profit Gross  Gross profit
profit margin profit margin
oo ooo oo ooo
RMB'000 % RMB’000 %
ooooo % 00000 %
Property management services oooooo 78,278 16.3 55,815 15.9

Value-added services to ooooooo

non-property owners 49,947 33.0 109,862 35.2
Community value-added services 0OO00000O 58,879 44.0 38,175 31.6
City services oooao 3,965 15.0 - -
Total 0o 191,068 241 203,852 26.0

During the Year, the Group’s gross profit margin was
approximately 24.1%, representing a decrease of 1.9
percentage points as compared to 26.0% for 2021, mainly due
to the lower gross profit margin of value-added services to
non-property owners and the relatively low gross profit margin
of city services.

The gross profit margin of property management services was
16.3%, representing an increase from 15.9% for 2021, which
was mainly because of the decrease in energy consumption and
labor cost of facilities and equipment through scientific and
technological means, and the scale effect brought by the
Company’s focus on cities, property portfolios and the scale
effect.

The gross profit margin of value-added services to non-property
owners was 33.0%, representing a decrease from 35.2% for
2021, which was mainly due to the decrease in sales of
commercial housing affected by the real estate policy and the
decrease in the number of new buildings, resulting in a decrease
in the gross profit of sales agency and pre-delivery services.

Oo00o000ooODO0O0OOoo24.1%0
0202100 026.0%0001.9000
goooooooobooooobon
gobooboobooboooog

ooo00OoooDOOie.3%00 2021
0159% 0000000000000
goooobobooooboboooonn
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The gross profit margin of community value-added services was
44.0%, representing an increase from 31.6% for 2021, which
was mainly due to the improvement of the business capacity for
the sale of community merchandise and effective cost control.
On the other hand, the development of cleaning business at the
pre-delivery stage allows for the repeated deployment of staff
and hence saving costs.

Other income

During the Year, the Group’s other income amounted to
approximately RMB9.7 million, representing an increase of
13.8% as compared to approximately RMB8.5 million for 2021.
The increase was mainly due to the receipt of government
subsidies.

Selling and marketing expenses

During the Year, the Group’s selling and marketing expenses
amounted to approximately RMB12.6 million, representing a
decrease of 17.8% as compared to approximately RMB15.3
million for 2021. The decrease in selling and marketing expenses
was mainly due to the Group’s cost control and focus on
expanding business on low-cost projects.

Administrative expenses

During the Year, the Group’s administrative expenses amounted
to approximately RMB53.0 million, representing a decrease of
14.0% as compared to approximately RMB61.7 million for
2021, mainly due to the one-off listing expenses of the Group
incurred in 2021, and the implementation of cost control
measures for the enhancement of the Group’s operational
efficiency.
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MANAGEMENT DISCUSSION AND ANALYSIS

Credit impairment losses

During the Year, the Group’s credit impairment losses was
approximately RMB47.7 million, representing an increase of
629.7% as compared to approximately RMB6.5 million in 2021.
The increase was mainly due to the impact of the overall
downturn in the real estate market, which slowed down the
Company’s collection of trade and other receivables from
related parties. The overall downturn in the real estate market
also led to an increase in the expected credit loss rate of the real
estate industry, resulting in a significant increase in provision for
expected credit loss on receivables from related parties for the
Year as compared to 2021.

Income tax expenses

During the Year, the Group’s income tax expenses amounted to
approximately RMB17.3 million, representing a decrease of
45.2% as compared to approximately RMB31.6 million for
2021. The decrease in income tax expenses was mainly due to
the reduction in national tax preference and profit before tax.

Profit for the Year

Profit for the Year was approximately RMB65.7 million,
representing a decrease of approximately 25.8% as compared
to that of approximately RMB88.6 million for 2021. Profit for
the Year attributable to the owners of the Company was
approximately RMB54.1 million, representing a decrease of
approximately 35.5% as compared to that of approximately
RMB83.9 million for 2021.
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Liquidity, reserves and capital structure

The Group maintained a strong financial position during the
Year. As at December 31, 2022, the current assets amounted to
approximately RMB1,003.0 million, representing an increase of
approximately 2.0% as compared to that of approximately
RMB983.7 million for 2021. As at December 31, 2022, the
Group's cash and cash equivalents were mostly denominated in
RMB and amounted to approximately RMB345.9 million,
representing a decrease of approximately 36.0% from
approximately RMB540.8 million as at December 31, 2021,
mainly due to the payment of the refundable deposits for the
sales agency services. The Group's current ratio (current assets
divided by current liabilities) as at December 31, 2022 was
approximately 2.6, representing an increase of 5.6% from
approximately 2.4 as at December 31, 2021. The asset-liability
ratio (total liabilities divided by total assets) as at December 31,
2022 was 35.3%, representing a decrease of 38.2% from 2.9%
as at December 31, 2021.

As at December 31, 2022, the Group did not have any bank
borrowings and the gearing ratio (total borrowings divided by
total equity) was nil.

The Group actively reviews and manages its capital structure on
a regular basis and strikes a balance between retaining higher
returns for the Group’s owners and the possible high level of
borrowing, while maintaining the advantages and security of a
strong capital position and adjusting the capital structure in
response to changes in economic conditions.

Trade and other receivables

As at December 31, 2022, trade and other receivables
amounted to approximately RMB598.9 million, representing an
increase of 42.7% from approximately RMB419.7 million as at
December 31, 2021, which was mainly due to the slow recovery
of the Group’s trade and other receivables due to the impact of
COVID-19.
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MANAGEMENT DISCUSSION AND ANALYSIS

Trade and other payables

As at December 31, 2022, trade and other payables amounted
to approximately RMB279.8 million, representing an increase of
12.5% from approximately RMB248.7 million as at December
31, 2021. This was mainly attributable to the Group’s
optimization in settlement of trade and other payables.

Foreign exchange risk

The Group operates its business primarily in the PRC. RMB is the
currency used by the Group for valuation and settlement of all
transactions. Any depreciation of RMB would adversely affect
the value of any dividends paid by the Group to Shareholders
outside the PRC. Majority of the Group’s cash and cash
equivalents is denominated in RMB. The Group is currently not
engaged in hedging activities that are designed or intended to
manage foreign exchange rate risk. The Group will continue to
monitor foreign exchange activities and make its best efforts to
protect the cash value of the Group.

Pledge of assets

As at December 31, 2022, the Group has provided the following
material guarantees:

1. In December 2021, Henan Kanggiao Yueshenghuo, a
wholly-owned subsidiary of the Group, provided the
Property Development Guarantee in favour of China
Huarong Asset Management Co., Ltd. Henan Branch (O
00000000oooooooooon)(“Huarong”)
for the financing arrangement of a related party of the
Company, the Kangqgiao Property Development Group.
The financing arrangement of the Kanggiao Property
Development Group was for an amount of approximately
RMB388.3 million as at December 31, 2022. On March
31, 2023, Huarong issued a statement of discharge of
guarantee to Henan Kanggiao Yueshenghuo, thereby
voluntarily discharging all obligations of Henan Kanggiao
Yueshenghuo under the Property Development
Guarantee, and relinquishing any right to enforcement
actions Huarong may have under the Property
Development Guarantee.
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MANAGEMENT DISCUSSION AND ANALYSIS
B\ [ ARERERA | (][]

The Group completed the acquisition of 51% of the equity
interests in Dingfeng Property in October 2021 (the
“Dingfeng Acquisition”). Unbeknownst to the Group at the
time of the Dingfeng Acquisition, Dingfeng Property had
entered into the Dingfeng-Yuanxuan Guarantee, jointly
guaranteeing with other guarantors certain cash payment
obligation and the performance of the redemption obligation
of Henan Ruipeng Biotechnology Co., Ltd. (0 0 0 00O OO
00 000)("Henan Ruipeng”) and Guan Xiaoyan (O O
00 ), which arose from certain investment agreements
between Henan Ruipeng, Guan Xiaoyan (O 00 O ) and Tibet
Yuteng Enterprise Management Co., Ltd. (OO OO 00O
O 0O 0O 0O O)("Tibet Yuteng”), among other parties (the
“Investment Agreements”). Due to the non-performance of
the obligations by Henan Ruipeng, upon the application by
Tibet Yuteng, the Zhengzhou Intermediate People’s Court
issued a freezing order on August 8, 2022 against the
relevant guarantors including Dingfeng Property, freezing
each guarantor's bank deposit for up to RMB186,224,556.
Approximately RMB4.8 million in Dingfeng Property’s bank
account was frozen as at December 31, 2022.

On January 9, 2023, Tibet Yuteng reached a settlement
agreement with certain parties under the Investment
Agreements. It should be noted that Dingfeng Property
was not named as a party to the settlement agreement.
On January 16, 2023, Tibet Yuteng voluntarily withdrew
its claim against Dingfeng Property. On January 31, 2023,
the freezing order has been lifted.
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MANAGEMENT DISCUSSION AND ANALYSIS

3. In May 2020, Dingfeng Property has provided a guarantee
(the “Dingfeng-Pingdingshan Guarantee”) for the loan
repayment obligation of Pingdingshan Yufu Trading Co.,
d. (COoOO0O000000000)("Yufu Trading”), in
favour of Henan Wugang Rural Commercial Bank Co.,
td (D000 00000000O0000)("Wugang
Rural Commercial Bank”). The loan amount was
RMB30,000,000. The loan was also secured by third
parties’ pledging of assets valued at around
RMB18,000,000. As a measure to shield the Group
against any loss as a result of the Dingfeng-Pingdingshan
Guarantee, under the agreement for the Dingfeng
Acquisition, the Group would be entitled to acquire at no
additional cost the remaining 49% equity interest in
Dingfeng Property to cover any losses as a result the
Dingfeng-Pingdingshan Guarantee. Due to the default of
Yufu Trading, the bank accounts of Dingfeng Property
were frozen by the court on February 9, 2023. On July 28,
2023, the frozen bank deposits of approximately RMB11.1
million was enforced.

The Company has engaged Avista Business Consulting
(Shanghai) Co., Ltd. (the “Valuer”), an independent professional
valuer, to assess the expected credit loss (the “ECL") for the
financial guarantees of the Group for the year ended December
31, 2022. The ECL associated with the Property Development
Guarantee, the Dingfeng-Yuanxuan Guarantee and the
Dingfeng-Pingdingshan Guarantee for the year ended December
31, 2022 is RMB812,000, RMB276,000 and nil, respectively.
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Contingent liabilities

As at December 31, 2022, the Group did not have any material
contingent liabilities and capital commitments.

Material acquisitions and disposals

On September 30, 2021, the Group, Xi‘an Lifeng Property
Management Co., Ltd. (0 0 00O O0O0O0O0OOOO) ("Xi'an
Lifeng Property”), the then existing shareholders of Xi‘an Lifeng
Property and Yan Ming (the ultimate beneficial owner of Xi'an
Lifeng Property, as the guarantor) entered into an investment
agreement, pursuant to which the Group agreed to acquire
80% of the equity interest in Xi'an Lifeng Property by equity
transfer from its existing shareholders (the “Investment”). The
total consideration for the Investment is RMB164.07 million. As
of December 31, 2022, the amount of the Investment paid by
the Group was approximately RMB65.6 million, and the
acquisition was completed as of the date of this report.

Upon completion of the Investment, Xi'an Lifeng Property will
become a subsidiary of the Group. The Investment constituted a
discloseable transaction of the Company under Chapter 14 of
the Rules Governing the Listing of Securities (the “Listing
Rules”) on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). For details of the Investment, please refer to
the announcements of the Company dated September 30, 2021
and November 12, 2021, respectively.

Save as disclosed above, there are no other major investments,
material acquisitions or disposals of subsidiaries, associates and
joint ventures held as at December 31, 2022, nor are there any
plans for other significant investments or additions to capital
assets as authorized by the Board.

Significant investments

During the Year, the Group did not hold any significant
investments.
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MANAGEMENT DISCUSSION AND ANALYSIS

Future plans for major investments

The Group intends to utilize part of the net proceeds raised
from the global offering to acquire property management
companies and professional service companies, and to
cooperate with local municipal investment companies or local
property developers through capital injection or forming joint
ventures according to the prospectus of the Company dated
June 29, 2021 (the "Prospectus”). As at the date of this report,
the Group does not have any other material plans to invest in
the future.

Supplemental sales agency services framework
agreement

As disclosed in the Prospectus, the Group and Beijing Kanggiao
Tongdao Shenghe Consulting Group Co., Ltd. (“Beijing
Tongdao”) (for itself and on behalf of its subsidiaries and
associates) (collectively, “Beijing Tongdao Group”) entered into
the sales agency services framework agreement on June 17,
2021, pursuant to which the Group agreed to provide the sales
agency services to the Beijing Tongdao Group, being sales
agency services for first-hand properties and unsold parking
spaces, including but not limited to consulting services and sales
events organization services, on an exclusive and sole basis for
some of the property projects developed by the Beijing Tongdao
Group.

On April 21, 2022, the Company and Beijing Tongdao entered
into the supplemental sales agency services framework
agreement, pursuant to which members of the Group shall pay
to members of the Beijing Tongdao Group the refundable
deposits in connection with the sales agency services
contemplated under the sales agency services framework
agreement. At the annual general meeting of the Company
held on June 30, 2022, the independent Shareholders approved
the entering into of the supplemental sales agency services
framework agreement.
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Beijing Tongdao is beneficially and wholly owned by Mr. SONG
Gewei, the ultimate controlling Shareholder. Therefore, Beijing
Tongdao is a connected person of the Company under Chapter
14A of the Listing Rules, and the transactions contemplated
under the supplemental sales agency services framework
agreement constitutes continuing connected transactions of the
Company. For details of the supplemental sales agency services
framework agreement, please refer to the announcement of the
Company dated April 21, 2022 and the circular of the Company
dated June 16, 2022.

Significant events after the end of the reporting
period

References are made to the announcements of the Company
dated March 31, 2023, April 18, 2023, April 25, 2023, May 31,
2023 and June 30, 2023 in relation to, among other things, (i)
suspension of trading; (i) delay in publication of annual results
for the year ended December 31, 2022 and delay in despatch of
annual report; (i) the Auditor’s Letter; and (iv) the Resumption
Guidance (the “Announcements”). Unless the context requires
otherwise, capitalised terms used herein this report shall have
the same meanings as those defined in the Announcements.

On March 30, 2023, the audit committee of the Company (the
“Audit Committee”) received the letter from the auditor of the
Company (the "Auditor”) to the Audit Committee dated March
30, 2023 (the “Auditor Letter”). The Auditor’s Letter identified
that two guarantees were omitted from the list of the Group’s
guarantee obligations in favour of external parties provided by
the Company to the Auditor. Please refer to the announcement
of the Company dated April 18, 2023 for the key content of the
Auditor’s Letter.

As additional time was required by the Company to conduct an
independent investigation and by the Auditor to complete the
audit process in respect of the 2022 Annual Results, the
Company was unable to announce its audited 2022 Annual
Results by the deadline prescribed by the Listing Rules. The
trading of the Company’s shares on the Stock Exchange was
suspended with effect from April 3, 2023.
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MANAGEMENT DISCUSSION AND ANALYSIS

As disclosed in the Announcements, an independent committee
comprising all the independent non-executive Directors was
established by the Audit Committee. Grant Thornton Advisory
Services Limited (the “Independent Investigator”) has been
appointed to conduct an independent investigation on the
issues raised by the Auditor, and SHINEWING Risk Services
Limited (the “IC Consultant”) has been appointed to conduct
an independent internal control review on the Group’s
management of related party transactions and the provision of
guarantees, and a follow-up review of the remedial measures
implemented by the Group to address the internal control issues
raised in the Independent Investigation Report (as defined
below).

The Company has also engaged the Valuer to assess the ECL of
the financial guarantees of the Group for the year ended
December 31, 2022. Please refer to “Pledge of assets” above
for the assessment of the Valuer.

As of the date of this report, the Independent Investigator has
issued its report of findings of its investigation to the
Independent Committee (the “Independent Investigation
Report”). The Independent Committee has accepted the
conclusion of the Independent Investigation Report and
concluded that the omission of the Property Development
Guarantee and the Dingfeng-Yuanxuan Guarantee from the list
of the Group’s guarantee obligations in favour of external
parties provided by the Group to the Auditor was due to
internal control weaknesses of the Group and no other
guarantees in accordance with the Independent Investigation
Report by Independent Investigator were identified. The
Company will make further announcement(s) shortly to update
the Shareholders and potential investors of the Company
regarding the key findings of the Independent Investigation
Report.

The IC Consultant has also issued its report of its findings and
recommendations (the “Internal Control Report”). The
Company has adopted all the recommendations of the IC
Consultant. In the follow-up review conducted by the IC
Consultant, the Company has implemented adequate measures
to address the internal control weaknesses identified in the
Independent Investigation Report. No further material
deficiencies were identified by the IC Consultant.
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The Board has reviewed the content and the findings of the
Independent Investigation Report and the Internal Control
Report. Having considered the recommendations of the IC
Consultant, the Board is of the view that the remedial and
rectification measures implemented by the Group are sufficient
to address the internal control weaknesses identified in the
Independent Investigation Report and the Internal Control
Report.

Employee and remuneration policy

As at December 31, 2022, the Group had a total of 1,831
employees (December 31, 2021: 1,857).

During the Year, the total remuneration cost incurred, including
Director’s remuneration, was RMB177.3 million (year ended
December 31, 2021: RMB191.9 million).

The Group has a well-established recruitment and internal
promotion system in place and strives to hire talented employees
by offering competitive wages, bonuses, benefits, systematic
training opportunities and internal promotions. The Group hires
employees through a combination of online recruitment, job
fairs, campus recruitment and referrals. To provide employees
with fair competition opportunities, in addition to external
recruitment, selections for management positions are open to
all employees for their application.

The Group offers employee with benefits such as housing
allowances, cultural and social events, as well as holiday and
birthday gifts. The Group is also committed to embracing
diversity within the Group’s organization and treating all of the
Group's employees with equality and respect in recruitment,
training, wellness, as well as professional and personal
development. While maximizing equal career opportunities for
everyone, the Group will continue to promote work-life balance
and create a culture of fun for all employees in the Group’s
workplace and pantry.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT
OO0 0O @ O] D

DIRECTORS

Non-executive Director

Mr. SONG Gewei ([0 0 0 ), aged 54, was appointed as the Chairman
and non-executive Director on January 20, 2021. He has been
primarily responsible for overall business direction and strategic
planning of our Group since its establishment in August 2010. Mr.
Song has about 20 years of experience in the PRC real estate industry.
Prior to joining our Group, Mr. Song has been the president of the
Kanggiao Group (Henan Boyuan Quanjing Enterprise Consulting Co.,
Ltd., a diversified enterprise group which principally engages in the
PRC real estate, education, agent construction and culture and
tourism businesses) since January 2003 during which he is primarily
responsible for the overall business direction and strategic planning of
the group. Mr. Song graduated from Xi‘an Jiaotong University in the
PRC, where he obtained a master degree of business administration in
June 2003. Mr. Song was awarded the “Most Responsible
Entrepreneur” (O O O O O O O O) by Henan Housing Industry
Association (0 0 0O 0O 0O 0O O O O)in 2020 for combating against
COVID-19. Also, he has been the “Honorary Member of Westlake
University Board of Trustees” (0 O O O O O O O ) since 2018. In
addition, he was awarded “Forty Years of Reform and Opening Up,
Great Development in Central Cities — Meritorious Entrepreneur in
Henan Real Estate Industry” ("0 0000000000000 " 0O
0000000000 O) by Henan Province Real Estate Evaluation
Centre at Henan Housing Industry Association (0 0 0000 OO0
O0O0O0OoOooOooao). Moreover, he has been the vice chairman of
Henan Housing Industry Association (0 O 0O O O O O O O) since
2005. Also, he was named the “Top Ten Leaders in Central Real
Estate” (0 OO0 O O0O0O0OO) awarded by the Economic View (O
0000 g)in2005. Furthermore, he was the “Person of the Year in
Zhenzhou Real Estate Business” (0O OO OO OO OO O ) awarded
by the Management Committee of Zhenzhou Real Estate Transaction
Center (0O0DODOODOOOOOOODOO)in2003.
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Executive Directors

Mr. DAl Wei (0O 0O ), aged 54, was appointed as our executive Director
on January 20, 2021 and president in July 2018. Mr. Dai is primarily
responsible for the overall management and strategy of our Group.
He has over 10 years of experience in property management services.
Prior to joining our Group, Mr. Dai was the general manager at
investment and development centre and then the general manager at
strategic development centre at Chongging Huayu Group Co., Ltd. (O
000000000 ), acompany principally engaged in the PRC real
estate business, from January 2018 to July 2018 during which he was
mainly responsible for investment and development. Also, Mr. Dai
was the president of Chongqing Huayu Savills Property Services Group
Co,ltd (DDODODOOODDOODODOODOODOODOO), a
company principally engaged in the PRC property management
service, from January 2017 to October 2017 during which he was
mainly responsible for overall strategic operation and management in
property management segment of the company. In addition, he was
the chairman of Easy Life Smart Community Services Group Co., Ltd.
(DO0DDDO0OD0O0O0O0OO0OO0OO0OO0OOO0OO0OO0) (formerly quoted on the
NEEQ and subsequently delisted on September 4, 2020 (stock code:
837249)), a company principally engaged in the PRC property
management service from April 2014 to July 2016 during which he
was mainly responsible for the overall management and operation
strategy. Furthermore, he was the vice president of Jinghan Real
Estate Group Co., Ltd. (00 OO0 O OO 0O OO DO O), acompany
principally engaged in the PRC real estate business, from July 2010 to
April 2014, during which he was mainly responsible for the human
resources management, legal affairs, customer services and property
management. In addition, he was the deputy general manager of
Hiersun Xili industrial Co., Ltd. (D0 OO0 0D OO0 O0OOODO0DO0O) a
company principally engaged in the design and sales of jewelry, from
January 2005 to December 2009 during which he was mainly
responsible for the human resources management and operation.

Mr. Dai Wei obtained a master degree in business administration from
Murdoch University in Australia in January 2002.
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Mr. KANG Weiguo (0 O 0 ), aged 46, was appointed as our executive
Director and executive president on January 20, 2021 and has been
our vice executive general manager since November 28, 2018. Mr.
Kang is primarily responsible for the operational management of our
Group. He was our vice general manager from January 2016 to
November 2018, during which he was mainly responsible for the
property service center and early intervention supervision. Also, he
was the assistant to our Group’s general manager from December
2014 to December 2015, during which he was responsible for the
urban project management in the urban area in Zhengzhou.
Furthermore, he was the regional general manager when he joined
our Group in August 2010, and remained in the position until
November 2014, during which he was mainly responsible for projects
such as Jinyu Shangjun (O O O 0O ).

Mr. Kang Weiguo graduated from Zhenzhou University (0O 00O ) in
the PRC in July 1999, where he obtained a post-secondary certificate
of civil engineering. Also, he obtained the qualification of assistant
engineer in building issued by the People’s Government of Guancheng
Hui District, Zhengzhou City (0 O O O 0O 0O O O O O O O) since
December 2010.

Ms. WANG Na (0 O ), aged 42, was appointed as our executive Director
and joint company secretary on January 20, 2021 and has been our
chief financial officer since December 10, 2017. Ms. Wang is primarily
responsible for the investment and financial management affairs of
our Group and the affairs of our Board. Prior to joining our Group,
she was the chief financial officer at Zhengzhou Kanggiao Real Estate
Development Co., td. (DO DO O ODODODOODOOOOO) a
company principally engaged in the PRC real estate business, from
September 2013 to December 2017, during which she was mainly
responsible for the investment and financial affairs of the company.
Also, she was the finance manager at Zhengzhou Xinxing Real Estate
Co,ltd (0O DDOOOODODOO), acompany principally engaged in
the PRC real estate business, from 2008 to September 2013, during
which she was mainly responsible for the overall financial
management of the company. Also, she was the vice finance manager
at Henan Century Great Wall Real Estate Co., Ltd. (0O O OO OO
O 000 O) acompany principally engaged in the PRC real estate
business from December 2005 to November 2018 during which she
was mainly responsible for the financial affairs of the company.
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Ms. Wang Na graduated from Zhengzhou University (O O O O ) in the
PRC, where she obtained a bachelor degree of management (major in
accounting) in June 2003. Also, she obtained the qualification of
intermediate accounting issued by the Finance Department of the
People’s Republic of China (0D OO0 0 O O OO OO ) since May 2005.

Independent Non-executive Directors

Dr. LI Haitao (00 0 0O ), aged 54, was appointed as an independent
non-executive Director on June 17, 2021. Dr. Li has extensive teaching
and research experience in theoretical and empirical asset pricing,
term structure of interest rates, hedge funds, and financial
econometrics and he has extensive research experience in the area of
hedging, derivatives and risk management. His Ph.D dissertation at
Yale University deals with risk management issues related to swaps.
Dr. Li's research papers and articles have been published in numerous
financial and economic journals, including the Journal of Finance,the
Journal of Financial Economics, the Review of Finance Studies, the
Journal of Econometrics. In addition, Dr. Li has many years of teaching
experience in the United States. He worked at the University of
Michigan from 2005 to 2013 and was the Jack D. Sparks Whirlpool
Corporation Research Professor in the Finance Department of the
Stephen M. Ross School of Business at the University of Michigan. Dr.
Li is currently appointed as the Dean’s Distinguished Chair Professor
of Finance and Associate Dean of MBA Program at the Cheung Kong
Graduate School of Business since March 2013.

Furthermore, he has been an independent non-executive director and
the chairman of the remuneration committee of China Sliver Group
Limited since December 2012, a company listed on the Main Board of
the Stock Exchange (stock code: 815), which principally engaged in
sliver, gold and precious metals businesses in the PRC. In addition, he
has been an independent director of Shanxi Securities Co., Ltd. (O O
00000000 )since December 2020, a company listed on the
Shenzhen Stock Exchange (stock code: 002500), which principally
engaged in securities businesses in the PRC. Also, he has been an
independent director of Horizon Asset Management Co., Ltd. (O O O
OO0O0Ooooogogo)since April 2016, which is principally engaged
in securities businesses in the PRC.

Dr. Li undertook the Ph.D program in geophysics at Yale University in
the United States between 1991 and 1992. He received his Ph.D in
finance from Yale University in the United States in 1998.
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Dr. FAN Yun (0 0O ), aged 67, was appointed as an independent non-
executive Director on June 17, 2021. Since November 1987, she has
served as a lecturer, associate professor, and was subsequently
promoted to professor at Xi‘an Jiaotong University in June 2001. Also,
she has been an independent director of Soarle Technology Co., Ltd.
(D0O0DO0DO0OO0OO0O000o0d)fromJune 2014 to May 2017, a
company listed on the New Over the Counter Market (stock code:
430758), which principally engaged in construction intelligence
businesses in the PRC. From November 2012 to October 2018, she
was an independent director of Autobio Diagnostics Co., Ltd. (0 O O
O0O0000O0o0o0go), acompany listed on the Shanghai Stock
Exchange (stock code: 603658), which is principally engaged in
biological technology businesses in the PRC.

Dr. Fan studied in the Department of Industrial Economics at Xi‘an
University of Technology in the PRC (formerly known as Shaanxi
Institute of Mechanical Engineering) and obtained a bachelor degree
of engineering in July 1982. She received his Ph.D in management
science and engineering from Xi‘an Jiaotong University in the PRC in
May 2002.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

B[ | (1[0 000

Mr. WONG Yun Pun (0 0 O ), aged 57, was appointed as an independent
non-executive Director on June 17, 2021. From August 1989 to April
1992, Mr. Wong worked as an auditor at PricewaterhouseCoopers.
He served at Duty Free Shoppers as a budgeting and planning
manager from April 1992 to August 1998. Mr. Wong served at
Nielsen’s Hong Kong office (formerly known as AC Nielsen (China)), a
leading worldwide research company on consumer market, as senior
finance manager from August 1998 to August 2000. Also, Mr. Wong
served as a finance manager at Icon Medialab Limited from July 2000
to October 2001. From March 2002, Mr. Wong served as associate
director at JAFCO Asia which is the Asian arm of JAFCO, established
in early 1990, one of the leading venture capital firm in the region,
where he was mainly responsible for managing the finance and
administration matters. After which, he served as the chief finance
officer of Natixis Private Equity Asia Limited, which is the private
equity arm of Natixis, a subsidiary of Group BPCE, a French
multinational financial services firm, from November 2006 where he
was mainly responsible for financial matter, tax planning and treasury,
and corporate governance. Mr. Wong then worked at Spring Capital
Asia Limited, a company principally engaged in investments on
cleantech, healthcare and consumer transactions until June 2011. And
from January 2012 to July 2015, Mr. Wong served as the chief
financial officer and executive director respectively of Tsing Capital,
the first General Partner focus on environment and cleantech
investments, where he was mainly responsible for fund, finance and
compliance matters. From August 2015, Mr. Wong served as the chief
financial officer at Lokin Holdings Limited, a thermal management
solution provider based in Hong Kong, for about two years. From
August 2018 to December 2020, Mr. Wong served as a director and
chief financial officer of Tottenham Acquisition | Limited (subsequently
merged with Clene Nanomedicine, Inc., a pharmaceutical company
listed on NASDAQ: CLNN), mainly responsible for listing and financial
matters. Since September 2017, Mr. Wong served as managing
director of Chronos Capital Limited, where he was mainly responsible
for fund raising and financial advisory.

Mr. Wong obtained a professional diploma in Company secretaryship
and Administration in from Hong Kong Polytechnic (0 O O O O 0O)
(currently known as The Hong Kong Polytechnic University (O 0 O O
O 0O)) in November 1989. He then obtained a master’'s degree in
business electronic commerce from Curtin University in Australia in
2003. Mr. Wong is an associate of Hong Kong Institute of Certified
Public Accountants (“HKICPA") since January 1996 and a fellow of
HKICPA since October 2003.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT
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SENIOR MANAGEMENT

Mr. JIA Yifa (0O 0O O ), aged 49, has been our chief economist since
June 2016 and is primarily responsible for community development.
He was our financial director from August 2010 to June 2016, during
which he was responsible for the financial affairs of our Group.

Prior to joining our Group from August 2008 to July 2010, Mr. Jia was
the financial director of the predecessor of our Group, Henan Great
Wall Hotel Property Service Co., Ltd.

Mr. Jia Yifa obtained a post-secondary certificate in industrial
accounting from Henan Institute of Finance and Economics (O O 0O O
0 0)in the PRC in June 1994.

Mr. LI Zhigang (00 O O ), aged 38, has been our vice general manager
of our Group since January 1, 2017. He is primarily responsible for the
human resources, informatization and value-added innovation works,
etc.

Prior to joining our Group, Mr. Li served as the chief officer at the
human resources department from October 2013 to December 2016
and the assistant manager at the operations department from April
2011 to September 2013 at Zhengzhou Kanggiao Real Estate
Development Co., td. (DO OO O ODODODOOOOOOO),a
company principally engaged in the PRC real estate business, during
which he was mainly responsible for the operation of the company,
and staff development and human resources works, respectively.

Mr. Li Zhigang obtained a maser degree in business administration
from Jinan University (O O O O ) in the PRC in June 2009.
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The Board is pleased to announce the annual report for the year
ended December 31, 2022 (the “Annual Report”) and the audited
consolidated financial statements of the Group.

GLOBAL OFFERING

The Company was incorporated in the Cayman Islands with limited
liability on October 8, 2020. The shares of the Company were listed
on the Main Board of the Stock Exchange on July 16, 2021.

PRINCIPAL BUSINESS

The Company is an investment holding company. The Group are
principally engaged in provision of property management services,
related value-added services and city services in the PRC. An analysis
of the Group's principal business for the year ended December 31,
2022 is set out in Note 1 to the consolidated financial statements.

RESULTS

The results of the Group for the year ended December 31, 2022 are
set out in the consolidated statement of comprehensive income on
pages 105 to 106 of the Annual Report.

BUSINESS REVIEW

Detailed business review and future development are set out in the
section headed “Management Discussion and Analysis” of this Annual
Report from page 11 to 30 and “Chairman’s Statement” in this
Annual Report from pages 7 to 10.

KEY RISKS AND UNCERTAINTIES

The Group believes that the risk management practices are important
and uses its best effort to ensure it is sufficient to mitigate the risks
present in our operations and financial position as efficiently and
effectively as possible. Operational risk may arise when the Group has
loss of (i) our customers; and (ii) senior management employed by the
Group which may adversely affect the Group’s operations. In the
event that the Group fails to identify suitable replacements for senior
managements in a timely manner and at reasonable cost, the Group’s
competitiveness may be impaired and performance could be adversely
affected. To retain our customers, we are trying to maintain excellence
and integrated services to our customers in timely manner, so that we
can create extra value to our customers.
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An analysis of the Group’s financial risk management (including
interest rate risk, credit risk, and liquidity risk) objectives and policies
are provided in Note 3 to the consolidated financial statements. Other
risks faced by the Group are set out in the section headed “Risk
Factors” in the Prospectus.

ENVIRONMENTAL PROTECTION AND
COMPLIANCE WITH THE LAWS AND
REGULATIONS

The Group is committed to conducting its business in an
environmentally conscious manner and minimising the adverse effects
caused by its operations on the environment. The Group continues to
make endeavors in saving energy and reducing unnecessary waste by
adopting various green measures in its workplace. Such measures
include using of energy-efficient light tubes, encouraging use of
recycle papers and both sides of papers for printing and copying and
keeping office temperature at reasonable level. The Group will review
the environmental policy from time to time and will consider
implementing further environmentally friendly measures and practices
in the operation of the Group’s business. The Board paid attention to
the Group’s policies and practices on compliance with all significant
legal and regulatory requirements essential to its business operations.
The Group would seek professional advice from its external legal
advisers and consultants to ensure transactions and business to be
performed by the Group are in compliance with applicable
environmental policies, laws and regulations. During the Year, as far
as the Company is aware, it has complied in all material respects of
the laws or regulations that have a significant impact on the Group’s
business and operation. More disclosures regarding our environmental
policies and performance will set out in the Group's environmental,
social and governance report.
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended December 31, 2022, the transaction value of the
Group's five largest customers accounted for 19.9% (2021: 35.6%)
of the Group’s total revenue, and the transaction value of the largest
customer accounted for 13.9% (2021: 32.7%) of the Group's total
revenue.

For the year ended December 31, 2022, the transaction value of the
Group's five largest suppliers accounted for 46.9% (2021: 58.0%) of
the Group’s total procurement costs, and the transaction value of the
largest supplier accounted for 21.3% (2021: 20.2%) of the Group's
total procurement costs.

During the year ended December 31, 2022, none of the other
Directors, their respective associates or any Shareholder (which to the
knowledge of the Directors owns more than 5% of the total number
of issued shares of the Company) had any interest in any of the
Group's five largest customers or suppliers.

FINAL DIVIDEND

The Board recommends the payment of a final dividend of RMB0.057
per share for the year ended December 31, 2022. The final dividend is
subject to the approval from the Shareholders at the forthcoming
annual general meeting (the “AGM") to be held on September 6,
2023 and will be expected to be paid on September 27, 2023 to the
Shareholders whose names appear on the register of members of the
Company on September 15, 2023. No shareholder has waived or
agreed to waive any dividend for the financial year ended December
31, 2022.

DIVIDEND POLICY

The Company currently has a dividend policy in place. Any future
dividend distribution and payment will be determined by the Board at
its discretion and may be subject to the Shareholders’ approval.
Whether any future dividends are declared or paid, and the amount
of any such dividends, will depend on a number of factors, including
our earnings, working capital and cash position, financial condition,
capital requirements and such other factors as the Board may deem
important. There is no assurance that any amount of dividend will be
declared or paid in any year.

The Board have reviewed the Company’s dividend policy and
considered it to be effective.
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FINANCIAL SUMMARY ooon

A summary of the results and of the assets and liabilities of the Group 0OOO0OO0OOOODOO0O0O0O0O0O0O0O0OOOO
for the last five financial years is set out on pages 232 of thisreport. OO0 0000000023200 000000
This summary does not form part of the audited consolidated financial O OOO0OO0OOOO0O0OOOOOO

statements.

BANK AND OTHER BORROWINGS ooooogd

As at December 31, 2022, the Group had no borrowings. 002022012031000000000000
og

USE OF PROCEEDS FROM THE GLOBAL Oooooooodd

OFFERING

The Company was listed on the Main Board of the Stock Exchangeon OO 0020210701600 00000000
July 16, 2021, being the Listing Date, and the total net proceeds from OO OO00O0O0O000O0O0O0OCOOOOOO
the global offering, after deduction of the listing expenses, amounted OOO0OO000O 628900000

to approximately HK$628.9 million.

Proceeds from the global offering are and will continueto be applied DO0O0O0OOODO0O0O0OOOOOOOOOOOO
in accordance with the plans disclosed in the section headed “Future O OO0O00O0O0O0O00OC0OOOOCOOOOO
Plans and Use of Proceeds” in the Prospectus. The following tablesets OO0 00000020220 1203100000
forth the status of use of net proceeds from the global offeringasat OO OO0OO0OO0OOCOOOOOO

December 31, 2022:

Net Unutilised Actual use Unutilised Expected
Percentage  proceedsas amountasat  of proceeds  amount as at timeline for
oftotal  disclosedin  December 31, during  December 31, the use of
amount  the Prospectus 2021 the Year 2022 proceeds
oooo 0020210 0020220
ooo ooo 1203100 ooo 1203100 ooopoooo
Purposes oo 000 000000 0oooob 0OO0booo poooo ooooo

(approximate) ~ (HK$ million) ~ (HK$ million) ~ (HK$ million) ~ (HK$ million)
pgooo o0ooopobo OO0OOO0O OOOOOO  [©Oooooo

Pursue selective strategic investmentand 0000000000 65% 408.8 3266 37 3229 By December 2024
acquisition opportunities to further oooooooooooo 2024012000
develop strategic cooperation and oooooooooooo
expand our business scale

Invest in our intelligent operationaland 000000000000 10% 62.9 574 9.0 484 By December 2024
internal management systems toimprove 0000000000 2024012000

service quality and customer experience 0000
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RESERVES

Details of the movements in the reserves of the Company and the
Group for the year ended December 31, 2022 are set out in Note 26
to the consolidated financial statements and in the consolidated
statement of changes in equity, respectively.

RESERVES AVAILABLE FOR DISTRIBUTION

As at December 31, 2022, the reserves of the Company available for
distribution to the Shareholders amounted to approximately RMB511
million (2021: approximately RMB522 million).

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

During the Year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities.

DONATIONS

For the year ended December 31, 2022, the Group made charitable
donations of RMB23,000 (2021: RMB2,235).

DIRECTORS

During the Year and up to the date of this report, the Directors were
as follows:

Non-executive Director

Mr. SONG Gewei (Chairman)

Executive Directors

Mr. DAl Wei

Mr. KANG Weiguo

Ms. WANG Na

Independent non-executive Directors
Dr. LI Haitao

Dr. FAN Yun
Mr. WONG Yun Pun

DIRECTORS’ REPORT
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Pursuant to Article 16.2 of the articles of association of the Company
(the "Articles of Association”), the Board shall have the power from
time to time and at any time to appoint any person as a Director
either to fill a casual vacancy or as an addition to the Board. The term
of office of any Director appointed hereunder shall expire at the next
general meeting of the Company and he or she shall then be eligible
for re-election at that meeting.

Accordingly, Mr. DAI Wei, Mr. KANG Weiguo and Ms. WANG Na
shall retire by rotation at the AGM and, being eligible, offer
themselves for re-election.

Details of the Directors who are eligible for re-election at the
forthcoming AGM are set out in the circular to be despatched to the
Shareholders.

CONFIRMATION OF INDEPENDENCE FROM THE
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received confirmation of independence from each
of the independent non-executive directors pursuant to Rule 3.13 of
the Listing Rules. The Company is of the opinion that they are
independent during the year ended December 31, 2022.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Biographical details of the Directors and senior management of the
Company are set out on pages 31 to 37 of this report.

DIRECTORS’ SERVICE CONTRACTS AND LETTERS
OF APPOINTMENT

Each of the executive Director has entered into a service contract with
the Company for an initial term of three years commencing from the
Listing Date, which may be terminated by either the relevant executive
Director or the Company by giving not less than three months’ notice
in writing to the other party. The appointment of executive Directors
is subject to the retirement and re-election by rotation requirements
of the Directors under the Articles of Association.

Kanggqiao Service Group Limited / Annual Report 2022
go00oOoo0ooOooOOo/ODO0DOoDOoO

gobooboobbuoboooooboonm
O01e20000000000DOODOOOO
gobooobooboooboboobobooon
gooobooooboobobooboboooo
gobooboboooooobooboobooon
gooo

gooobobooboooboboooobbooon
ooooobooooobooboooboonbo

ggddddododooooooouooo
gboboooboboooboobon

ooobogobtoobgood
[

goboobooobooboooboon
03.13000b000o0bo0boboooobogn
0020220120 3100000000 0ooO
oog

ooobgogood

ggddddododooooooouooo
ooo31gos3700

ooobgogood

ogopoobobooboooooboooboooo
goboobobogoooooboooboobooon
gobooobooobooboooboon
gopbooboboobooboboooboooo
gooooooobooboobon



Each of the non-executive Directors and independent non-executive
Directors has entered into a letter of appointment with the Company
for a term of three years commencing from the Listing Date. Pursuant
to their respective letters of appointment, each of the independent
non-executive Directors is entitled to receive a fixed Director’s fee, and
the non-executive Directors are not entitled to receive any
remuneration. Such appointment is subject to the retirement and re-
election by rotation requirements of the Directors under the Articles
of Association and the applicable Listing Rules.

Save as disclosed above, none of the Directors has entered into any
service contract with any member of the Group, other than contracts
expiring within one year or terminable by the employer without
payment of compensation (other than statutory compensation).

REMUNERATION POLICY

As at December 31, 2022, the Group had a total of 1,831 employees.
The Group provides regular training to each operating department,
including new employee orientation, technical training, professional
and management training, team building and communication
training. The Group also offers competitive remuneration packages,
including salaries, bonuses and other benefits. In general, the Group
determines the salaries of employees based on the qualifications,
experience, position and seniority of each employee. The
remuneration committee of the Company (the “Remuneration
Committee”) was established to review the Group’s policy and
structure for the remuneration of Directors and senior management in
the light of the Group’s operating results, the individual performance
of the Directors and senior management and comparable market
practices. The remuneration received by the Directors and senior
management includes fees, salaries, bonuses, allowances and benefits
in kind and contributions to pension plans in accordance with the
provisions of applicable laws, rules and regulations.

Details of the remuneration of the Directors and the five highest paid
individuals of the Group for the year ended December 31, 2022 are
set out in Notes 36 and 10 to the consolidated financial statements.
None of the Directors waived his/her emoluments or has agreed to
waive his/her emoluments for the year ended December 31, 2022.
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RETIREMENT AND EMPLOYEE BENEFIT PLANS

Details of the Company’s retirement and employee benefit plans are
set out in Note 2.15 to the consolidated financial statements.

DIRECTORS" AND CHIEF EXECUTIVES' INTERESTS
AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at December 31, 2022, the interests and short positions of the
Directors and the chief executives of the Company in the shares,
underlying shares or debentures of the Company and any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")) which were required to
be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including the interests and
short positions which were taken or deemed to have under such
provisions of the SFO), or to be recorded in the register required to be
kept by the Company pursuant to Section 352 of the SFO, or to be
notified to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code"”) as set out in Appendix 10 to the Listing Rules
were as follows:

Interest in the Company:

Nature of interest
oooo

Name of Director
oooo

oooogogd

goboobooobooboooboon
goog21s50

ogobobooooonon
oooboogoogon
0o
02022012031000000000000
000000000000000D00000
00000D000000000XvO0OOo
000D00000000000000000
ooOoxvoo70080000000000
0000000000000 000o0
0000000000000 00000
0Mo0D0000000003520000
00000000000000000000
00000000000000000000
0000000000 0000000000
00000000000000

gooooogo

Approximate

Number of
shares held ™
ooooogom

percentage of
shareholding
goooooo

Mr. SONG Gewei
(“Mr. Song")@
oo0ooOooooom?

Founder of a discretionary trust,
Interest in a controlled corporation
gooooboboooooono
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Notes:
Q) (L) — long position.

(2) The entire share capital of Kanggiaoyue Shenghuo Holdings Limited
(“Kanggiaoyue Shenghuo BVI”) is wholly owned by Hung Fai Property
Limited. The Eternity Trust is a discretionary trust set up by Mr. Song as the
settlor on November 10, 2020 for the benefit of Kanggiao Taichen Holdings
Limited (“Kanggiao Taichen BVI") (a limited company incorporated in the
British Virgin Island and wholly owned by Mr. Song) and his family members
with Trident Trust Company (South Dakota) Inc. (“Trident Trust”) acting as
the trustee. Mr. Song (as the founder of the Eternity Trust) and Trident Trust
are taken to be interested in the shares of the Company held by
Kanggiaoyue Shenghuo BVI under the SFO.

Interest in shares of associated corporation:
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0000000000000 00000 Trident
Trust Company (South Dakota) Inc[T] Trident
TrustD OO O0OO0O0O0OODO0O00OO00000OO
0000 Eternity TrustD O O O I Trident Trust
goooooooooboboooooooasvid
gooooooooooooo

gooooboooogo

Approximate

Name of Name of Number of percentage of
Director associated corporation Nature of interest shares held® shareholding
ooog oooood ooog gogooo®w poooooo
Mr. Song Kanggiaoyue Shenghuo BVI Founder of a discretionary trust, 100 (L) 100%
Interest in a controlled
corporation
ood ooooosv ooooobooooooooo
Note: ooo

(1) (L) — long position.

Save as disclosed above, as at December 31, 2022, none of the
Directors and the chief executives of the Company had any interests
or short positions in any of the shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which were required to be
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including the interests and
short positions which were taken or deemed to have under such
provisions of the SFO), or to be recorded in the register required to be
kept by the Company pursuant to Section 352 of the SFO, or to be
notified to the Company and the Stock Exchange pursuant to the
Model Code.

(1) L—0O000
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at December 31, 2022, the following persons (other than a
Director or chief executive of the Company) had interests or short
positions in the shares or underlying shares of the Company which fell
to be disclosed to the Company and the Stock Exchange under the
provision of Divisions 2 and 3 of Part XV of the SFO or as recorded in
the register required to be kept by the Company pursuant to Section
336 of the SFO:

oooboogoogon
gooood

0202201203100 00000000000
gdooooooboboooooooboooo
gooobooooobobogXxvoo 2o s
gobooboboooooooobobooon
oDOo0o0o0ooobDOooboOo336e000000
goooboooobooon

Approximate

Number of percentage of
Name of Shareholders Status and nature of interest shares held® shareholding
good goooboood ooooogw goooooda
Mr. Song®@ Founder of a discretionary trust, 498,750,000 (L) 71.25%
Interest in a controlled corporation
oog®@ Oooooooooooooo
Hung Fai Property Limited®@ Interest in a controlled corporation 498,750,000 (L) 71.25%
ooooog
Kanggiaoyue Shenghuo BVI® Beneficial owner 498,750,000 (L) 71.25%
oogoQggBsvi@ ooogog
Trident Trust®@ Trustee 498,750,000 (L) 71.25%
ooo
Ms. Dong Yanxia® Spouse’s interest 498,750,000 (L) 71.25%

Dong YanxiaO O ® oooo

Notes:
(1) (L) — long positions.

(2)  The entire share capital of Kanggiaoyue Shenghuo BVI is wholly owned by
Hung Fai Property Limited. The Eternity Trust is a discretionary trust set up by
Mr. Song as the settlor on November 10, 2020 for the benefit of Kanggiao
Taichen BVI (a limited company incorporated in the BVI and wholly owned by
Mr. Song) and his family members with Trident Trust acting as the trustee.
Mr. Song (as the founder of the Eternity Trust) and Trident Trust are taken to
be interested in the shares of the Company held by Kanggiaoyue Shenghuo
BVI under the SFO.

3) Ms. Dong Yanxia is the spouse of Mr. Song and is therefore deemed to be
interested in the shares in which Mr. Song is interested by virtue of the SFO.
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Save as disclosed above, as at December 31, 2022, none of the
Directors or chief executives of the Company is aware of any person
or the Company had not been notified by any person (other than a
Director or chief executive of the Company) who has an interest in
the shares or underlying shares of the Company which would be
required to be disclosed to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of the SFO, or
interests or short positions which are required to be recorded in the
register kept by the Company under Section 336 of the SFO.

NON-COMPETITION UNDERTAKINGS

To ensure that competition does not develop between our Group and
our Controlling Shareholders, each of our Controlling Shareholders
(collectively, the “Covenantors” and each, a “Covenantor”) entered
into a deed of non-competition undertakings (the “Deed of Non-
competition”) in favor of our Company for ourselves and as trustee
for the benefit of each of our subsidiaries on June 17, 2021.

For details of the non-competition undertakings, please refer to the
section headed “Relationship with Controlling Shareholders” in the
Prospectus.

Based on the information and confirmation provided by the
Covenantors, the independent non-executive Directors have reviewed
the implementation of the Deed of Non-competition for the year
ended December 31, 2022 and are satisfied that the Covenantors are
in compliance with the Deed of Non-competition.
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CONTINUING CONNECTED TRANSACTIONS

The Group has entered into various transactions which constituted
continuing connected transactions under Chapter 14A of the Listing
Rules. For details of such continuing connected transactions, please
refer to the section headed “Continuing Connected Transactions —
(D) Continuing Connected Transactions subject to Reporting, Annual
Review, Announcement, Circular and Independent Shareholders’
Approval Requirements” in the Prospectus, the section headed
“Events after the Balance Sheet Date” of this report. The transaction
amount of the continuing connected transactions of the Group for
the year ended December 31, 2022 is set out below:

gogood

goboooboboooooboboobobooon
oo14A000O0DbOOoooboobooon
gooooboboboboobobboboboooon
OO00 —@OQoOooooooooooooo
oooboboooooobobooooooo
ooboooobDOz202201203100000
gooooboooboooboobo

Transaction
Amount Annual Cap for
for the Year Ended the Year Ended
December 31, 2022 December 31, 2022

Connected Person Nature of Transaction (RMB'000) (RMB’000)
good oo 00020220 00020220
1203100000 1203100000
oooo oooo
goooooo gooboood
1. Beijing Tongdao Group®ete2 Provision of pre-delivery property 18,902 20,441
management services
googopeeso goooooooono
2. Beijing Tongdao Group Provision of value-added services 41,626 179,137
gooooo gooooao
3. Beijing Tongdao Group Provision of sales agency services 46,647 193,809
gooooo gooooooo
4. Beijing Tongdao Group Payment of refundable deposits 197,270 200,000

in connection with the sales

agency services (maximum

daily balance)
pooood gooobooooboood

gomoboooooon

Notes:

1. Beijing Kanggiao Tongdao Shenghe Consulting Group Co., Ltd. and its
subsidiaries (0 0 00000000000 OODO) ("Beijing Tongdao”), a
company established in the PRC with limited liability which is beneficially-
wholly owned by Mr. Song, the ultimate Controlling Shareholder, and
therefore a connected person of the Company.

2. Beijing Tongdao, its subsidiaries and associates is defined as Beijing Tongdao
Group.
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Pre-delivery Property Management Services
Framework Agreement

As disclosed in the section headed “Continuing Connected
Transactions — (D) Continuing Connected Transactions subject to
Reporting, Annual Review, Announcement, Circular and
Independent Shareholders’ Approval Requirements — 1. Provision
of Pre-delivery Property Management Services to Beijing Tongdao
and its Associates” in the Prospectus, the Company (for itself and
on behalf of its subsidiaries) entered into a framework agreement
(the “Pre-delivery Property Management Services Framework
Agreement”) with Beijing Tongdao (for itself and on behalf of its
subsidiaries and associates) on June 17, 2021, in relation to the
provision of basic property management services and vacant
property maintenance services (for maintenance of vacant
properties which have not been sold) for Beijing Tongdao and its
associates’ property projects, including but not limited to
cleaning, gardening, repair and maintenance of common area
and shared facilities (collectively, the “Pre-delivery Property
Management Services”), for a term from June 17, 2021 to
December 31, 2023, renewable by mutual agreement of the
parties, subject to compliance with all relevant requirements
under the Listing Rules and other applicable laws and regulations.
The annual caps of the transactions contemplated under the Pre-
delivery Property Management Services Framework Agreement
for the three years ending December 31, 2023 are
RMB17,775,000, RMB20,441,000 and RMB23,712,000,
respectively.

As disclosed above, Beijing Tongdao is a connected person of
the Company. Therefore, the transactions contemplated under
the Pre-delivery Property Management Services Framework
Agreement constitute continuing connected transactions of the
Company.
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As the highest applicable percentage ratio in respect of the
proposed annual caps in respect of the Pre-delivery Property
Management Services under the Pre-delivery Property
Management Services Framework Agreement for the three
years ending December 31, 2023 exceeded 5%, the transactions
contemplated thereunder will be subject to the reporting,
annual review, announcement, circular and the independent
shareholders’ approval requirements under Chapter 14A of the
Listing Rules.

Value-added Services Master Framework
Agreement

As disclosed in the section headed “Continuing Connected
Transactions — (D) Continuing Connected Transactions subject
to Reporting, Annual Review, Announcement, Circular and
Independent Shareholders’ Approval Requirements — 2.
Provision of Value-added Services to Beijing Tongdao and its
Associates” in the Prospectus, the Company (for itself and on
behalf of its subsidiaries) entered into a framework agreement
(the “Value-added Services Master Framework Agreement”)
with Beijing Tongdao (for itself and on behalf of its subsidiaries
and associates) on June 17, 2021, in relation to the provision of
a variety of value-added services to the residential property
projects of Beijing Tongdao and its associates, including
construction site supervision and maintenance services and pre-
delivery services (without basic property management services,
including but not limited to cleaning, gardening, repair and
maintenance of common area and shared facilities) (the “Value-
added Services”), for a term from June 17, 2021 to December
31, 2023, renewable by mutual agreement of the parties,
subject to compliance with all relevant requirements under the
Listing Rules and other applicable laws and regulations. The
annual cap of the transactions contemplated under the Value-
added Services Master Framework Agreement for the three
years ending December 31, 2023 is RMB115,732,000,
RMB179,137,000 and RMB238,947,000, respectively.
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As disclosed above, Beijing Tongdao is a connected person of
the Company. Therefore, the transactions contemplated under
the Value-added Services Master Framework Agreement
constitute continuing connected transactions of the Company.

As the highest applicable percentage ratio in respect of the
proposed annual caps in respect of the Value-added Services
under the Value-added Services Master Framework Agreement
for the three years ending December 31, 2023 exceeded 5%,
the transactions contemplated thereunder will be subject to the
reporting, annual review, announcement, circular and the
independent shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

Sales Agency Services Framework Agreement

As disclosed in the section headed “Continuing Connected
Transactions — (D) Continuing Connected Transactions subject
to Reporting, Annual Review, Announcement, Circular and
Independent Shareholders’ Approval Requirements — 3.
Provision of Sales Agency Services to Beijing Tongdao and its
Associates” in the Prospectus, the Company (for itself and on
behalf of its subsidiaries), entered into a sales agency services
framework agreement with Beijing Tongdao (for itself and on
behalf of its associates), pursuant to which our Company agreed
to provide sales agency services for first-hand properties and
unsold parking spaces, including but not limited to consulting
services and sales events organization services (the “Sales
Agency Services”), on an exclusive and sole basis for some of
the property projects developed by Beijing Tongdao and its
associates (the “Sales Agency Services Framework Agreement”),
for a term from June 17, 2021 to December 31, 2023,
renewable by mutual agreement of the parties, subject to
compliance with all relevant requirements under the Listing
Rules and other applicable laws and regulations. The annual cap
of the transactions contemplated under the Sales Agency
Services Framework Agreement for the three years ending
December 31, 2023 is RMB133,386,000, RMB 193,809,000 and
RMB277,281,000, respectively.

As disclosed above, Beijing Tongdao is a connected person of
the Company. Therefore, the transactions contemplated under
the Sales Agency Services Framework Agreement constitute
continuing connected transactions of the Company.
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As the highest applicable percentage ratio in respect of the
proposed annual caps in respect of the Sales Agency Services
under the Sales Agency Services Framework Agreement for the
three years ending December 31, 2023 exceeded 5%, the
transactions contemplated thereunder will be subject to the
reporting, annual review, announcement, circular and the
independent shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

Supplemental Sales Agency Service Framework
Agreement

As disclosed in the Prospectus, on June 17, 2021, the Group
and Beijing Tongdao Group entered into the Sales Agency
Services Framework Agreement, pursuant to which the Group
agreed to provide the Sales Agency Services to the Beijing
Tongdao Group, being sales agency services for first-hand
properties and unsold parking spaces, including but not limited
to consulting services and sales events organization services, on
an exclusive and sole basis for some of the property projects
developed by the Beijing Tongdao Group.

On April 21, 2022, the Company and Beijing Tongdao entered
into the supplemental sales agency services framework
agreement, pursuant to which members of the Group shall pay
to members of the Beijing Tongdao Group the refundable
deposits in connection with the sales agency services
contemplated under the Sales Agency Services Framework
Agreement. At the annual general meeting held on June 30,
2022, the independent Shareholders approved the entering into
of the supplemental sales agency services framework
agreement.
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Beijing Tongdao is beneficially and wholly owned by Mr. Song
Gewei, the ultimate Controlling Shareholder. Therefore, Beijing
Tongdao is a connected person of the Company under Chapter
14A of the Listing Rules, and the transactions contemplated
under the supplemental sales agency services framework
agreement constitutes continuing connected transactions of the
Company. For details of the supplemental sales agency services
framework agreement, please refer to the announcement of the
Company dated April 21, 2022 and the circular of the Company
dated June 15, 2022.

Confirmation from the independent non-executive
Directors

During the year ended December 31, 2022, the independent non-
executive Directors have reviewed the above non-exempt continuing
connected transactions and confirmed that the transactions have:

(i)  been entered into in the usual and ordinary course of business
of the Group;

(i)  been conducted based on normal or better commercial terms;
or been entered into based on the terms no less favorable than
those available from or provided by independent third parties;
and

(i) been carried out according to the agreements for related
transactions with terms that are fair and reasonable and in line
with the interests of the Shareholders as a whole.
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Confirmation from the auditor

The Company’s Auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 (Revised), Assurance
Engagements Other than Audits or Reviews of Historical Financial
Information and with reference to Practice Note 740 (Revised),
Auditor’s Letter on Continuing Connected Transactions under the
Hong Kong Listing Rules issued by the Hong Kong Institute of
Certified Public Accountants. The Auditor has issued his unqualified
letter containing his findings and conclusions in respect of the
continuing connected transactions disclosed by the Group from pages
50 to 55 of the Annual Report in accordance with Main Board Listing
Rule 14A.56. The Auditor concluded that based on the foregoing in
respect of the disclosed continuing connected transactions:

a.  nothing has come to his attention that causes him to believe
that the disclosed continuing connected transactions have not
been approved by the Board.

b.  for transactions involving the provision of goods or services by
the Group, nothing has come to his attention that causes him
to believe that the transactions were not, in all material respects,
in accordance with the pricing policies of the Group.

c.  nothing has come to his attention that causes him to believe
that the transactions were not entered into, in all material
respects, in accordance with the relevant agreements governing
such transactions.

d.  with respect to the aggregate amount of each of the continuing
connected transactions set out in the attached list of continuing
connected transactions, nothing has come to his attention that
causes him to believe that the disclosed continuing connected
transactions have exceeded the annual cap as set by the
Company.

A copy of the Auditor’s letter has been provided by the Company to
the Stock Exchange.
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which may be payable by Henan Kanggiao Yueshenghuo under the
Property Development Guarantee, together with any interests accrued
thereon, any penalties, compensation and other expenses. The term
of the Counter-Guarantee is for a period of three years from
December 20, 2021. As the Counter-Guarantee provided by Beijing
Tongdao was conducted on normal commercial terms and was not be
secured by the assets of the Group, in accordance with Rule 14A.90
of the Listing Rules, such Counter-Guarantee was fully exempted from
reporting, announcement and independent Shareholders’ approval
requirements.

Save as disclosed above, the Company has complied with the
disclosure requirements in accordance with Chapter 14A of the Listing
Rules.

PRE-EMPTIVE RIGHTS

There is no provision for the pre-emptive rights under the Articles of
Association and the laws of the Cayman Islands, which would oblige
the Company to offer new shares on a pro-rata basis to existing
Shareholders.

TAX RELIEF

The Company is not aware of any tax relief to which shareholders are
entitled by virtue of their shareholdings in the Company.

DIRECTORS’ INTERESTS IN MATERIAL
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS

Save for the Property Development Guarantee, the details of which
had been discussed in “Management Discussion and Analysis — III.
FINANCIAL REVIEW — Pledge of assets” above and disclosed in note
32 to the financial statements of this annual report, none of the
directors is directly or indirectly materially interested in any
transaction, arrangement or contract of significance to the business of
the Group and entered into by the Company, any of its subsidiaries or
fellow subsidiaries during the year ended December 31, 2022 and up
to the date of this report.

CONTROLLING SHAREHOLDERS' INTERESTS IN
MATERIAL TRANSACTIONS, ARRANGEMENTS
OR CONTRACTS

Save for the Property Development Guarantee, the details of which
had been discussed in “Management Discussion and Analysis — III.
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FINANCIAL REVIEW — Pledge of assets” above and disclosed in note
32 to the financial statements of this annual report, during the year
ended December 31, 2022, none of the Controlling Shareholders or
their subsidiaries had a material interest, directly or indirectly, in any
transaction, arrangement or contract of material importance to the
business of the Group and entered into by the Company, any of its
subsidiaries or fellow subsidiaries during the year ended December
31, 2022 and up to the date of this report.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this report, at no time during the year
ended December 31, 2022 was the Company or any of its subsidiaries
a party to any arrangement to enable the Directors to acquire benefits
by means of the acquisition of shares in, or debentures of, the
Company or any other body corporate, and no Director or any of their
spouses or their minor children has been granted any right to
subscribe for equity or debt securities of the Company or any other
body corporate, or has exercised any such right.

MATERIAL LEGAL PROCEEDINGS
Legal Proceedings by Huarong

As disclosed above in “Management Discussion and Analysis — III.
FINANCIAL REVIEW — Pledge of assets”, in December 2021, Henan
Kanggiao Yueshenghuo, a wholly-owned subsidiary of the Group,
provided the Property Development Guarantee in favour of China
Huarong Asset Management Co., Ltd. Henan Branch (0O 0O OO
O0o00ooooOoooooog) (“Huarong”) for the financing
arrangement of a related party of the Company, the Kanggiao
Property Development Group. On November 2, 2022, Huarong
commenced proceedings in the Zhengzhou Intermediate People’s
Court (00O OO OODOO) against, among other parties, Henan
Kanggiao Yueshenghuo, for, inter alia, the outstanding amount of
approximately RMB355 million under the financing arrangement with
Kanggiao Property Development Group, as well as the liquidated
damages for breach of the financing terms and compensation for the
extension of the grace period for repayment. As guarantors under the
Property Development Guarantee, Henan Kanggiao Yueshenghuo
was named as a party to the proceedings.

On December 2, 2022, Huarong entered into a settlement agreement
(0 O0O0O) (the "Settlement Agreement”) with, among other parties,
Henan Kanggiao Yueshenghuo. Under the Settlement Agreement,
the outstanding principal of RMB362 million under the financing
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arrangement with Kanggiao Property Development Group has been
extended to December 17, 2024, in exchange for, inter alia, (i)
repayment of RMB70 million as principal by December 17, 2023; (ii)
an extension penalty fee, to be paid in tranches every five months
until December 17, 2024, (iii) certain assets of Kanggiao Property
Development Group to be pledged as security; and (iv) the addition of
Kaifeng Kangxiang Real Estate Development Co., Ltd. (DO OO OO
OO0O0O00oo0g), acompany under the Kanggiao Property
Development Group, as a joint debtor. Henan Kanggiao Yueshenghuo
(together with Mr. Song Gewei and a company under the Kanggiao
Property Development Group) shall guarantee Kanggiao Property
Development Group’s repayment of the outstanding principal, the
payment of the extension penalty fee, damages for breach of the
financing terms, and enforcement expenses. Under the Settlement
Agreement, breach of its terms shall entitle Huarong to accelerated
repayment and increased extension penalty fee.

On January 16, 2023, the Zhengzhou Intermediate People’s Court
issued a civil mediation agreement (0 O O O O ) (case number: (2022)
00100 11550) (the “Civil Mediation Agreement”), confirming the
salient terms of the Settlement Agreement.

On March 31, 2023, Huarong issued a statement of discharge of
guarantee (the “Discharge”) to Henan Kanggiao Yueshenghuo,
thereby voluntarily discharging all obligations of Henan Kanggiao
Yueshenghuo under the Property Development Guarantee and the
Civil Mediation Agreement, and relinquishing any right to
enforcement actions Huarong may have under the said agreements.

Legal Proceedings by Tibet Yuteng

As disclosed above in “Management Discussion and Analysis — III.
FINANCIAL REVIEW — Pledge of assets”, the Zhengzhou Intermediate
People’s Court issued a freezing order on August 8, 2022 against
Dingfeng Property, freezing its bank deposit for up to
RMB186,224,556. Approximately RMB4.8 million in Dingfeng
Property’s bank account was frozen as at December 31, 2022. The
freezing order has subsequently been lifted in January 2023. Please
refer to “Management Discussion and Analysis — Illl. FINANCIAL
REVIEW — Pledge of assets” under the above section of
MANAGEMENT DISCUSSION AND ANALYSIS for further details.

Saved as disclosed in “Management Discussion and Analysis — lIl.
FINANCIAL REVIEW — Pledge of assets”, the Group was not involved
in any other material legal proceedings or arbitrations. To the best
knowledge of the Directors, there is no material legal proceeding or
claim which is pending or threatening against the Company.
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MANAGEMENT CONTRACTS

During the year ended December 31, 2022, the Company did not
enter into or have any contracts for the management and
administration of all or any substantial part of the business.

DIRECTORS" INTEREST IN COMPETING BUSINESS

Save as disclosed in this report, none of the Directors or their
associates had any interest in any business which directly or indirectly
compete or may compete with the businesses of our Group during
the year ended December 31, 2022.

PERMITTED INDEMNITY PROVISION

In accordance with the Articles of Association and applicable law, the
Company has made appropriate insurance arrangements for all costs,
fees, losses, expenses and liabilities incurred by any Director or officer
in the performance and discharge of his or her duties and
responsibilities. As at December 31, 2022 and as at the date of this
report, the relevant provisions of the Articles of Association and such
Directors’ and officers’ liability insurance are in force.

MATERIAL ACQUISITIONS AND DISPOSALS

There are no other major investments, material acquisitions or
disposals of subsidiaries, associates and joint ventures held as at
December 31, 2022, nor are there any plans for other significant
investments or additions to capital assets as authorized by the Board.

ADVANCE TO AN ENTITY
The Property Development Guarantee

On December 17, 2021, Henan Kanggiao Yueshenghuo entered into
the Property Development Guarantee, pursuant to which Henan
Kanggiao Yueshenghuo agreed to guarantee the repayment
obligation of the Kanggiao Property Development Group under
certain financing arrangement with Huarong.

On December 2, 2022, Huarong entered into a settlement agreement
(00 00) (the “Settlement Agreement”) with, among other parties,
Henan Kanggiao Yueshenghuo. Under the Settlement Agreement,
the outstanding principal of RMB362 million under the financing
arrangement with Kanggiao Property Development Group has been
extended to December 17, 2024, in exchange for, inter alia, (i)
repayment of RMB70 million as principal by December 17, 2023; (ii)
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an extension penalty fee to be paid in tranches every five months until
December 17, 2024, (iii) certain assets of Kanggiao Property
Development Group to be pledged as security; and (iv) the addition of
Kaifeng Kangxiang Real Estate Development Co., Ltd. (0O OO0 OO
O0o0o0o00O0), a company under the Kanggiao Property
Development Group, as a joint debtor. Henan Kanggiao Yueshenghuo
(together with Mr. Song and a company under the Kanggiao Property
Development Group) shall guarantee Kanggiao Property Development
Group's repayment of the outstanding principal, the payment of the
extension penalty fee, damages for breach of the financing terms, and
enforcement expenses.

The Dingfeng-Yuanxuan Guarantee

Prior to the Group’s acquisition of 51% equity interest of Dingfeng
Property, Dingfeng Property had entered into the Dingfeng-Yuanxuan
Guarantee, which consisted of two agreements: (i) a guarantee
agreement dated October 29, 2020 and (ii) a guarantee agreement
dated June 29, 2017. Under the Dingfeng-Yuanxuan Guarantee,
Dingfeng Property, being one of the guarantors, guarantees the cash
payment obligation and the performance of the redemption
obligation of Henan Ruipeng Biotechnology Co., Ltd. (D0 OO OO0
O00000)("Henan Ruipeng”) and Guan Xiaoyan (0 O '), which
arose from certain investment agreements between Henan Ruipeng,
Guan Xiaoyan (O O O) and Tibet Yuteng Enterprise Management
Co., ltd. (DODDOODDOOOOOOO) ("Tibet Yuteng”), among
other parties. According to the valuation report by the Valuer, as of
December 31, 2022, the financial liability guaranteed by Dingfeng
Property was approximately RMB192.17 million.

SIGNIFICANT EVENTS AFTER THE END OF THE
REPORTING PERIOD

On March 30, 2023, Audit Committee received the Auditor’s Letter.
The Auditor’s Letter identified that two guarantees were omitted from
the list of the Group’s guarantee obligations in favour of external
parties provided by the Company to the Auditor. Please refer to the
announcement of the Company dated April 18, 2023 for the key
content of the Auditor’s Letter.

As additional time was required by the Company to conduct an
independent investigation and by the Auditor to complete the audit
process in respect of the 2022 Annual Results, the Company was
unable to announce its audited 2022 Annual Results by the deadline
prescribed by the Listing Rules. The trading of the Company’s shares
on the Stock Exchange was suspended with effect from April 3, 2023.
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As disclosed in the Announcement, an independent committee
comprising all the independent non-executive Directors was
established by the Audit Committee. Grant Thornton Advisory Services
Limited (the “Independent Investigator”) has been appointed to
conduct an independent investigation on the issues raised by the
Auditor, and SHINEWING Risk Services Limited (the “IC Consultant”)
has been appointed to conduct an independent internal control
review on the Group’s management of related party transactions and
the provision of guarantees, and a follow-up review of the remedial
measures implemented by the Group to address the internal control
issues raised in the Independent Investigation Report (as defined
below).

The Company has also engaged the Valuer to assess the ECL of the
financial guarantees of the Group for the year ended December 31,
2022. Please refer to “lll. FINANCIAL REVIEW — Pledge of assets”
under the above section of MANAGEMENT DISCUSSION AND
ANALYSIS for the assessment of the Valuer.

As of the date of this Annual Report, the Independent Investigator
has issued its report of findings of its investigation to the Independent
Committee (the "Independent Investigation Report”). The
Independent Committee has accepted the conclusion of the
Independent Investigation Report and concluded that the omission of
the Property Development Guarantee and the Dingfeng-Yuanxuan
Guarantee from the list of the Group’s guarantee obligations in
favour of external parties provided by the Group to the Auditor was
due to internal control weaknesses of the Group and no other
guarantees in accordance with the Independent Investigation Report
by Independent Investigator were identified. The Company will make
further announcement(s) shortly to update the Shareholders and
potential investors of the Company regarding the key findings of the
Independent Investigation Report.

The IC Consultant has also issued its report of its findings and
recommendations (the “Internal Control Report”). The Company has
adopted all the recommendations of the IC Consultant. In the follow-
up review conducted by the IC Consultant, the Company has
implemented adequate measures to address the internal control
weaknesses identified in the Independent Investigation Report. No
further material deficiencies were identified by the IC Consultant.

The Board has reviewed the content and the findings of the
Independent Investigation Report and the Internal Control Report.
Having considered the recommendations of the IC Consultant, the
Board is of the view that the remedial and rectification measures
implemented by the Group are sufficient to address the internal
control weaknesses identified in the Independent Investigation Report
and the Internal Control Report.
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PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, as at the date of this
report, at least 25% (the minimum public float required by the Stock
Exchange and the Listing Rules) of the entire issued share capital of
the Company is held by the public.

AUDIT COMMITTEE

The Audit Committee reviews with the Board the accounting
principles and practices adopted by the Group and discusses with the
management the Group’s internal controls and financial reporting
matters. The Audit Committee has reviewed and discussed the annual
results of the Group for the year ended December 31, 2022.

AUDITOR

The consolidated financial statements of this Annual Report have
been audited by PricewaterhouseCoopers. PricewaterhouseCoopers
shall retire from office at the forthcoming AGM and being eligible,
offer themselves for re-appointment.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE
REPORT

During the year ended December 31, 2022, the Group has complied
with the “Comply or Explain” provisions of the Environmental, Social
and Governance Reporting Guidelines as set out in Appendix 27 of
the Listing Rules. Matters relating to the environmental, social and
governance (“ESG") of the Group will be set out in a separate ESG
report to be published by the Company in due course and will be
available on the Company’s website and the website of the Stock
Exchange.

By order of the Board
Chairman
Mr. SONG Gewei

Hong Kong, July 28, 2023
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CORPORATE GOVERNANCE REPORT

The Group is committed to maintaining a high standard of corporate
governance to safeguard the interests of Shareholders and to enhance
corporate value and accountability. The Company has adopted the
Corporate Governance Code (the “CG Code”) as set out in Appendix
14 of the Listing Rules as its code of governance. During the Year, in
the opinion of the Board, save as the code provisions of the CG Code
disclosed below, the Company has complied with all applicable code
provisions under the CG Code.

Under Code Provision D.1.2 of the CG Code, management should
provide all members of the board with monthly updates giving a
balanced and understandable assessment of the issuer’'s performance,
position and prospects in sufficient detail to enable the board as a
whole and each director to discharge their duties under Rule 3.08 and
Chapter 13 of the Listing Rules.

During the Year, while the Company has a monthly reporting system
with updates on overall monthly performance and operations, the
monthly reports did not include information on the provision of
guarantee to external parties, material litigations and contingent
liabilities.

As a rectification measure, the management of each subsidiary of the
Company shall submit to the Board monthly reports on the
performance and operations of each subsidiary of the Company,
covering areas including but not limited to the provision of guarantees
and security, litigations and contingent liabilities. The Board shall
review and provided feedback to the management of each subsidiary
of the company.

Under Code Provision D.2.1 of the CG Code, the board should
oversee the issuer’s risk management and internal control systems on
an ongoing basis, ensure that a review of the effectiveness of the
issuer’s and their subsidiaries’ risk management and internal control
systems has been conducted at least annually and report to
shareholders that it has done so in its Corporate Governance Report.
The review should cover all material controls, including financial,
operational and compliance controls.

The Independent Investigator and IC Consultant have identified the
weaknesses in the Group’s internal control during its review. As of the
date of this Annual Report, the Company has adopted all the
recommendations from the IC Consultant. Please refer to “Significant
events after the end of the reporting period” in this Annual Report for
details.

The Company will continue to review and monitor its corporate
governance practices to ensure compliance with the CG Code.
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COMPLIANCE WITH LAWS AND REGULATIONS

Compliance procedures are in place to ensure adherence to applicable
laws, rules and regulations which have a significant impact to the
Group, which primarily include the Company Law of the PRC, the Civil
Code of the PRC, the Labor Law of the PRC, the Labor Contract Law
of the PRC, the Bidding Law of the PRC, the Environmental Protection
Law of the PRC, the Production Safety Law of the PRC, the Fire
Control Law of the PRC and the Land Administration Law of the PRC
as well as the Provisions on Property Management and the
Regulations on Safety Supervision of Special Equipment promulgated
by the State Council of the PRC.

During the Year, the Group had complied with the relevant laws and
regulations in all material aspects and did not breach or violate any
laws and regulations applicable to the Company which would have a
material adverse impact on the business operation or financial
conditions of the Group.

BOARD OF DIRECTORS
Responsibilities

The Board is responsible for the overall leadership of the Group,
oversees the Group's strategic decisions and monitors business and
performance. The Board has delegated the authority and responsibility
for day-to-day management and operation of the Group to the senior
management of the Group. To oversee particular aspects of the
Company’s affairs, the Board has established three Board committees,
including the Audit Committee, the Remuneration Committee and
the Nomination Committee (the “Nomination Committee”)
(collectively, the “Board Committees”). The Board has delegated to
such Board Committees responsibilities as set out in their respective
terms of reference.

All Directors shall ensure that they carry out their duties in good faith,
in compliance with applicable laws and regulations, and in the
interests of the Company and its Shareholders at all times.
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CORPORATE GOVERNANCE REPORT

The Company has arranged appropriate insurance coverage in respect
of liability arising from legal action against its Directors, and will
conduct annual review on such insurance coverage.

COMPOSITION OF THE BOARD

As at the date of this Annual Report, the Board comprises one non-
executive Director, three executive Directors and three independent
non-executive Directors as detailed below:

Executive Directors:

Mr. DAI Wei
Mr. KANG Weiguo
Ms. WANG Na

Non-executive Director:
Mr. SONG Geweli
Independent non-executive Directors:

Dr. LI Haitao
Dr. FAN Yun
Mr. WONG Yun Pun

The biographies of the Directors are set out in section headed
“Directors and Senior Management” in this report.

During the Year, the Board has met the requirements of Rules 3.10(1)
and 3.10(2) of the Listing Rules relating to the appointment of at least
three independent non-executive Directors with at least one
independent non-executive Director possessing appropriate
professional qualifications or accounting or related financial
management expertise.

The Company has also complied with Rule 3.10A of the Listing Rules,
which relates to the appointment of independent non-executive
Directors representing at least one-third of the Board.
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Each of the independent non-executive Directors has confirmed his/
her independence pursuant to Rule 3.13 of the Listing Rules and the
Company considers each of them to be independent.

Save as disclosed in the biographies of the Directors as set out in the
section headed “Directors and Senior Management” of this report,
none of the Directors has any personal relationship (including
financial, business, family or other material/relevant relationship) with
any other Directors or any chief executive.

All Directors, including independent non-executive Directors, have
brought a wide spectrum of valuable business experience, knowledge,
and expertise to the Board for its efficient and effective functioning.
Independent non-executive Directors are invited to serve on the Audit
Committee, the Remuneration Committee and the Nomination
Committee.

As regards to the provisions under the Corporate Governance Code
requiring directors to disclose the number and nature of offices held
in public companies or organizations and other significant
commitments as well as their identity and the time involved to the
issuer, the Directors have agreed to disclose their commitments to the
Company in a timely manner.

The independent non-executive Directors play a significant role in the
Board as they bring an impartial view on the Group’s strategies,
performance and control, as well as ensure that the interests of all
Shareholders are considered. All independent non-executive Directors
possess appropriate academic, professional qualifications or related
financial management experience. None of the independent non-
executive Directors held any other offices in the Company or any of its
subsidiaries or is interested in any shares of the Company.
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The Company has adopted the Board Independence Assessment
Mechanism (the “Board Independence Assessment Mechanism”). The
Board Independence Assessment Mechanism aims to ensure that the
Board has strong independent elements, so that the Board can
effectively make independent judgments and better protect the
interests of the Shareholders.

In order to ensure that independent views and input of the
independent non-executive Directors are made available to the Board,
the Nomination Committee and the Board are committed to assessing
the independence of the independent non-executive Directors
annually with regards to all relevant factors including the following:

o required character, integrity, expertise, experience and stability
to fulfill their roles;

o time commitment and attention to the Company’s affairs;

° firm commitment to their independent roles and to the Board;

o declaration of conflict of interest in their roles as independent
non-executive Directors;

o no involvement in the daily management of the Company nor in
any relationship or circumstances which would affect the
exercise of their independent judgement; and

o the chairman of the Board meets with the independent non-
executive Directors regularly without the presence of the
executive Directors.

In addition, according to the Board Independence Assessment
Mechanism, Directors are allowed to seek independent professional
advice when performing their duties and are encouraged to
independently contact and consult the senior management of the
Company.
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BOARD DIVERSITY POLICY

The Board has adopted a board diversity policy (the “Board Diversity
Policy”) to enhance the effectiveness of the Board and to maintain
high standards of corporate governance. The Board Diversity Policy
sets out the criteria for the selection of Board candidates, including
but not limited to gender, skills, age, professional experience,
knowledge, cultural and educational background, ethnicity and length
of service to achieve Board diversity, and the final decision on
appointment will be based on the value that the selected candidates
will bring to the Board. In accordance with the current composition of
the Board, our Board has a balance of knowledge, skills and
experience in overall management and strategy development,
economics, accounting and financial management and corporate
governance.

The Board has appointed our Nomination Committee to be
responsible for compliance with the relevant Code on Board Diversity
under the Corporate Governance Code. Our Nomination Committee
will review the Board’s diversity policy and relevant compliance
situation with the relevant Corporate Governance Code from time to
time (at least once a year) to ensure its ongoing effectiveness.

During the Year, the Nomination Committee and the Board have
reviewed the membership, structure and composition of the Board,
and are of the opinion that the structure of the Board is reasonable,
and the experiences and skills of the Directors in various aspects and
fields can enable the Company to maintain high standard of
operation.

Measurable Objectives

For the purpose of implementation of the Board Diversity Policy, the
measurable objectives adopted include (a) at least one-third of the
members of the Board shall be independent non-executive Directors;
(b) at least one of the members of the Board shall have obtained
accounting or other professional qualifications; and (c) at least one of
the members of the Board shall be female.
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The Company will take opportunities to increase the proportion of
female members of the Board when selecting and recommending
suitable candidates for appointments to enhance gender diversity in
accordance with stakeholder expectations and recommended best
practices. To develop a pipeline of potential female successors to the
Board, the Company will (i) ensure that there is gender diversity when
recruiting staff at mid to senior levels; and (ii) engage more resources
in training female staff with the aim of promoting them to be
members of the senior management or the Board. The Company is of
the view that such strategy will offer chances for the Board to identify
capable female candidates to be nominated as a member of the
Board with an aim to achieving gender diversity of the Board in the
long run.

The Board has also assessed the Group’s diversity profile annually of
all levels of employees and applied the diversity policy to attract,
retain and motivate employees from the widest possible pool of
available talent. As of December 31, 2022, the Group had 1,831
full-time employees (including senior management), of whom the
number of female employees (including senior management)
accounted for approximately 49.1% and the Group has achieved the
objective of maintaining a relatively balanced gender ratio. For the
purpose of implementation of the gender diversity for the Group's
workforce, the measurable objectives adopted include, among other
things, (i) at least one of the senior management members of the
Company shall be female; and (ii) at least 30% of the Group’s full-
time employees shall be female. Based on the Board’s review, there
was no mitigating factor or circumstance which makes achieving
gender diversity across the workforce (including senior management)
more challenging or less relevant.
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INDUCTION AND CONTINUOUS PROFESSIONAL
DEVELOPMENT

All newly appointed Directors would be provided with necessary
induction and information to ensure that they have a proper
understanding of the Company’s operations and businesses as well as
their responsibilities under relevant statutes, laws, rules, and
regulations. The Company also arranges regular seminars to provide
Directors with updates on latest development and changes in the
Listing Rules and other relevant legal and regulatory requirements
from time to time. The Directors are also provided with regular
updates on the Company’s performance, position, and prospects to
enable the Board as a whole and each Director to discharge their
duties.

The Company encourages continuous professional development
training for all the Directors to develop and refresh their knowledge
and skills. The joint company secretaries of the Company update and
provide the Directors with written training materials in relation to their
roles, functions, and duties from time to time.
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Based on the information provided by the Directors, a summaryofthe OO0O00O0OO0000O00OO 20220 120 31
trainings received by the Directors during the year ended December OO0O0O0O0O0000O0O00O0O0OOO

31, 2022 is as follows:

Name of Director

Nature of
continuous
professional
development

courses
gooo
godd goooao
Mr. SONG Gewei AOCOD
gooogad
Mr. DAl Wei AOCOD
good
Mr. KANG Weiguo AOCOD
goooad
Ms. WANG Na AOCOD
godod
Dr. LI Haitao AOCOD
goood
Dr. FAN Yun AOCOD
godad
Mr. WONG Yun Pun AOCOD
gooogad
Notes: ooo
Attending seminar and/or conference and/or forum and/or briefing A 0o0ooooooooooooooooooo
B: Speaking at seminar and/or conference and/or forum B: oooooooooooooooo

Participating in training provided by legal firm, training related to the C: ooooooOooUooooooooooooo

business of the Company

oo

D: Reading materials on various issues, including corporate governance, director D: J0d00o0ooUooooooooooooog

responsibilities, Listing Rules and other relevant laws

poooooboooooooo
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APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Each of the executive Directors has entered into a service contract
with the Company for an initial term of three years commencing from
the Listing Date, which may be terminated by either the relevant
executive Director or the Company by providing not less than three
months’ notice in writing to the other party. The appointment of
executive Directors is subject to the retirement and re-election by
rotation requirements of the Directors under the Articles of
Association.

Each of the non-executive Directors and independent non-executive
Directors has entered into a letter of appointment with the Company
for a term of three years commencing from the Listing Date. Pursuant
to their respective letters of appointment, each of the independent
non-executive Directors is entitled to receive remuneration and the
non-executive Directors are not entitled to receive an annual salary.
Such appointment is subject to the retirement and re-election by
rotation requirements under the Articles of Association and the
applicable Listing Rules.

Save as disclosed above, none of the Directors has entered into any
service contract with any member of the Group, other than contracts
expiring within one year or determinable by the employer without
payment of compensation (other than statutory compensation).

In accordance with the Articles of Association, one-third of the then
number of Directors (or, if the number of Directors is not a multiple of
three (3), the number nearest to, but not less than one-third of, the
number of Directors) shall retire by rotation at each annual general
meeting and each Director shall be subject to retirement by rotation
at least once every three years at the annual general meeting.
Directors appointed by the Board to fill casual vacancies on the Board
or as new Directors shall be subject to re-election by Shareholders at
the next general meeting following their appointment.

The procedures and processes for the appointment, re-election and
dismissal of Directors are set out in the Articles of Association. The
Nomination Committee is responsible for reviewing the composition
of the Board and making recommendations to the Board on the
appointment, re-election and succession planning of Directors.
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BOARD MEETINGS

The Company adopts the practice of holding Board meetings
regularly, at least four times a year, and at approximately quarterly
intervals. Notices of no less than fourteen days are given for all regular
Board meetings to provide all Directors with an opportunity to attend
and include matters in the agenda for a regular meeting.

For other Board meetings and Board Committee meetings, reasonable
notice is generally given by the Company. The agenda and
accompanying Board papers are dispatched at least three days before
the Board meetings or Board Committee meetings to ensure that the
Directors have sufficient time to review the relevant papers and be
adequately prepared for attending the meetings. When Directors or
committee members are unable to attend a meeting, they will be
advised of the matters to be discussed and given an opportunity to
make their views known to the Chairman prior to the meeting.
Minutes of meetings shall be kept by the joint company secretaries
with copies circulated to all Directors for their information and
records.

Minutes of the Board meetings and Board Committee meetings are
recorded in sufficient detail on the matters considered by the Board
and the Board Committees and the decisions reached, including any
concerns raised by the Directors. Draft minutes of each Board meeting
and Board Committee meeting are/will be sent to the Directors for
comments within a reasonable time after the date on which the
meeting is held. The minutes of the Board meetings are open for
inspection by all Directors.
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During the Year, five Board meetings were held and an annual
general meeting was convened by the Company. The attendance of
individual Directors at Board meetings and the general meeting is set
out in the following table:

goboooboobbooobbooooboobogoon
goboobobooboboboobobooon
gooboooooobooboon

Number of annual

Number of general meetings
board meetings attended/number of
attended/number of annual general
board meetings meetings
Director to be attended to be attended
gooooon
gogoooooboo booooboboobo
ad goooooon goodgdgo
Mr. SONG Gewei 5/5 7
gooog
Mr. DAl Wei 5/5 1Al
gogdo
Mr. KANG Weiguo 5/5 7
goooag
Ms. WANG Na 5/5 11
good
Dr. LI Haitao 5/5 1Al
gooogo
Dr. FAN Yun 5/5 11
godad
Mr. WONG Yun Pun 5/5 1Al
gooog

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”) as set out in
Appendix 10 of the Listing Rules as the code for dealing in the
securities of the Group by the Directors. After specific enquiries made
to all Directors, each of the Directors has confirmed their compliance
with the required standard set out in the Model Code throughout the
Year.
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DELEGATION BY THE BOARD

The Board reserves for its decision on all major matters of the
Company, including: approval and monitoring of all policy matters,
overall strategies and budgets, internal control and risk management
systems, material transactions (in particular those that may involve
conflict of interests), financial information, appointment of Directors,
and other significant financial and operational matters. Directors
could have recourse to seek independent professional advice in
performing their duties at the Company’s expense. Directors are
encouraged to access and to consult with the Company’s senior
management independently.

The daily management, administration, and operation of the Group
are delegated to the senior management. The delegated functions
and responsibilities are periodically reviewed by the Board. Approval
has to be obtained from the Board prior to any significant transactions
entered into by the management.

CORPORATE GOVERNANCE FUNCTION

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

a.  to develop and review the Company’s policies and practices on
corporate governance and make recommendations to the
Board;

b.  to review and monitor the training and continuous professional
development of Directors and senior management;

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

d.  to develop, review and monitor the code of conduct applicable
to employees and Directors; and

e. to review the Company’s compliance with the Corporate
Governance Code and the disclosures in the Corporate
Governance Report.
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The following table sets out details of the attendance of each Audit
Committee member at meetings during the year ended December 31,
2022:

ApE) AW

oopooboezo2zz01203100pooon
goooobooboooboobobo

Number of
meetings Number of

should be meetings
Director attended attended
oo goooooo pooooo
Mr. WONG Yun Pun 3 3
goooao
Mr. SONG Gewei 3 3
goooo
Dr. FAN Yun 3 3
oOooo
Remuneration Committee oo0o0oo

The Board has established a Remuneration Committee comprising
two independent non-executive Directors, Dr. LI Haitao and Dr. FAN
Yun, and an executive Director, Ms. WANG Na, with Dr. LI Haitao as
the chairman of the Remuneration Committee.

The main responsibilities of the Remuneration Committee include:

The main duties of the Remuneration Committee are to establish and
review the policy and structure for the remuneration of Directors and
senior management and to establish a formal and transparent
procedure for the formulation of such remuneration policy, and to
make recommendations to the Directors in this regard, to determine
the specific terms of remuneration packages for each executive
Director and senior management and to approve performance-based
remuneration with reference to the Company’s targets and objectives
as adjusted by resolutions of the Directors from time to time.

During the year ended December 31, 2022, the Remuneration
Committee held one meeting to deliberate and consider the
remuneration of the relevant independent non-executive Directors.
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The following table sets out details of the attendance of each
Remuneration Committee member at meetings during the year ended
December 31, 2022:

gopboobooezo2zz01203100pooon
gboboooboboooboobon

Number of
meetings Number of

should be meetings
Director attended attended
oo goooooo pooooo
Dr. LI Haitao 1 1
goooao
Dr. FAN Yun 1 1
ogood
Ms. WANG Na 1 1
oooo
Nomination Committee ooooa

The Board has established a Nomination Committee comprising an
executive Director, Mr. SONG Gewei, and two independent non-
executive Directors, Dr. FAN Yun and Dr. LI Haitao, with Mr. SONG
Gewei as the chairman of the Nomination Committee.

The main responsibilities of the Nomination Committee include:

The main duties of the Nomination Committee are to regularly review the
structure, size and composition of the Board, make recommendations to
the Board on proposed changes to the composition of the Board,
identify, select or make recommendations to the Board on the
nomination of Directors, ensure diversity of the Board, assess the
independence of the independent non-executive Directors and make
recommendations to the Board on matters relating to the appointment,
reappointment and dismissal of Directors and succession planning for
Directors.
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The Nominating Committee will evaluate candidates or incumbents
based on criteria such as credibility, industry achievements and
experience, availability of time and representation of relevant sector
interests, diversity on all aspects of the Board and tenure of service.
The written terms of reference of the Nomination Committee are
available on the websites of the Stock Exchange and the Company.

During the year ended December 31, 2022, the Nomination
Committee held one meeting to deliberate and consider the
remuneration of the structure, composition, size and diversity of the
Board of Directors.

The following table sets out details of the attendance of each
Nomination Committee member at meetings during the year ended
December 31, 2022:

ApE) AW
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Number of
meetings Number of

should be meetings
Director attended attended
oo ogoooood pooood
Mr. SONG Gewei 1 1
googad
Dr. FAN Yun 1 1
googd
Dr. LI Haitao 1 1
oooood
Director Nomination Policy oooooo

The Company has adopted a Director nomination policy in accordance
with the Corporate Governance Code for selecting and
recommending candidates for directorships.

The Nomination Committee will recommend to the Board for the
appointment of a Director (including an independent non-executive
Director) in accordance with the following procedures and processes:

i. The Nomination Committee will, giving due consideration to the
current composition and size of the Board, develop a list of
desirable skills, perspectives and experience at the outset to
focus the search effort;

gobooooboooboobooboooon
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The Nomination Committee may consult any source it considers
appropriate in identifying or selecting suitable candidates, such as
referrals from existing Directors, advertising, recommendations
from a third party agency firm and proposals from the
Shareholders with due consideration given to the criteria which
include but are not limited to:

(@) Diversity in the aspects of, amongst others, gender, age,
cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service;

(b)  Commitment for responsibilities of the Board in respect of
available time and relevant interest;

(©)  Qualifications, including accomplishment and experience
in the relevant industries in which the Group’s business is
involved;

(d)  Independence;

(e)  Reputation for integrity;

(f)  Potential contributions that the individual can bring to the
Board; and

(g)  Plan(s) in place for the orderly succession of the Board.

The Nomination Committee may adopt any process it considers
appropriate in evaluating the suitability of the candidates, such
as interviews, background checks, presentations and third party
reference checks;

The Nomination Committee will consider a broad range of
candidates who are in and outside of the Board's circle of
contacts;

Upon considering a candidate suitable for the directorship, the
Nomination Committee will hold a meeting and/or by way of
written resolutions to, if thought fit, approve the recommendation
to the Board for appointment;
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vi. The Nomination Committee will provide the relevant
information of the selected candidate to the Remuneration
Committee for consideration of the remuneration package of
such selected candidate;

vi. The Nomination Committee will thereafter make the
recommendation to the Board in relation to the proposed
appointment, and the Remuneration Committee will make the
recommendation to the Board on the policy and structure for
the remuneration;

viii. The Board may arrange for the selected candidate to be
interviewed by the members of the Board, who are not
members of the Nomination Committee, and the Board will
thereafter deliberate and decide the appointment as the case
may be; and

ix.  All appointment of Directors will be confirmed by the filing of
the consent to act as Director of the relevant Director (or any
other similar filings requiring the relevant Director to
acknowledge or accept the appointment as Director, as the case
may be) to be filed with the relevant regulatory authorities, if
required.

For the re-election of Directors at the general meeting, the
Nomination Committee shall review the overall contributions and
services to the Company of the retiring Directors, including its
attendance at Board meetings, Board Committee meetings and
general meetings (if applicable), and his/her level of participation and
performance on the Board. The Nomination Committee shall require
the nominee to submit updated biographical information and the
consent to be re-elected as a Director; and should review and
determine whether retiring Directors still meet the criteria for Director
selection. The Nomination Committee shall then make
recommendations to the Board on the re-election of Directors.

The Nomination Committee shall also monitor and review the
implementation of the Director Nomination Policy, as appropriate
from time to time, and will report to the Board annually. As of the
date of this report, the Nomination Committee and the Board have
reviewed the Director Nomination Policy and consider it effective.
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REMUNERATION OF DIRECTORS AND SENIOR Joooooooood
MANAGEMENT

Details of the remuneration of the members of the Board and the 0020220 1203100000000000
senior management of the Company as set out on pages 84 to 86 of OO OO ODOODODOOOOOOOOOOOO
this Annual Report for the year ended December 31, 2022 aresetout OO0 8400 800

below:
Directors’ Remuneration and Five Highest Paid OoooooDoDoOoooog
Individuals
(a) Directors’ Remuneration (@) OOOO
Details of the Directors’ remuneration are as follows: goooooodgg
Pension cost,
housing
provident fund,
medical
insurance and
other allowance
For the year ended 00 20220 Salaries and and benefits
December 31, 2022 120310000 Director’s fee bonuses in kind Total
gooooo
gooooo
gooooo
oo 00000 OO0ooooo oo
Directors oo RMB’000 RMB’000 RMB’000 RMB’000
goooo goooo goooo goooo
Mr. DAl Wei oo - 1,200 13 1,213
Ms. WANG Na oo - 684 74 758
Mr. KANG Weiguo ooo - 545 82 627
Mr. SONG Gewei ooo - - - -
Dr. LI Haitao 000 91 - - 91
Dr. FAN Yun oo 91 - - 91
Mr. WONG Yun Pun agoo 91 - - 91
Total oo 273 2,429 169 2,871

84 Kanggiao Service Group Limited / Annual Report 2022
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Pension cost,
housing
provident fund,

medi

cal

insurance and
other allowance

For the year ended 0020210 Salaries and and benefits
December 31, 2021 120310000 Director's fee bonuses in kind Total

ooooono

ooooono

ooooono
oo 00000 oOOooooo oo
Directors oo RMB’'000 RMB'000 RMB’000 RMB'000
ooooo goooo ooooo goooo
Mr. DAl Wei oo - 1,200 42 1,242
Ms. WANG Na oo - 684 73 757
Mr. KANG Weiguo oono - 503 66 569
Mr. SONG Gewei gooo - - - -
Dr. LI Haitao ooo 53 - - 53
Dr. FAN Yun oo 53 - - 53
Mr. WONG Yun Pun goa 53 - - 53
Total oo 159 2,387 181 2,727

(b) Five Highest Paid Individuals

An analysis of the Group’s five highest paid individuals for the
years ended December 31, 2022 and 2021 is as follows:

() DOODOOOOO

Ooo00o00202200 20210120 310

gobooboobooboooboobo

Years ended December 31,
00120310000

2022 2021

2022 (] 20210

Number of Number of

individuals individuals

oo oo
Directors ood 3
Non-Director highest paid individuals goooooooo 2
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Details of the remuneration of the above non-director highest 00000202200 20210120 310
paid individuals for the years ended December 31, 2022 and oodooooooooooooooon
2021 are as follows: oooo
Years ended December 31,
00120 310000
2022 2021
20220 20210
RMB’000 RMB’000
ogoooo goooo
Salaries and bonuses ooooo 1,352 1,469
Pension cost, housing provident fund, ooooooooooono
medical insurance and other allowance ooooooooood
and benefits in kind 164 140
The maximum number of non-Director individuals whose joooooooooooooooo
remuneration falls within the following remuneration ranges: 0ood
Years ended December 31,
00120310000
2022 2021
20220 20210
Number of Number of
individuals individuals
oo oo
Remuneration range (in HKD) Oo0o0Ooooooo
HK$500,001 to HK$1,000,000 500,0010 00
1,000,0000 O 2 2
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DIRECTORS" RESPONSIBILITIES FOR FINANCIAL
REPORTING IN RESPECT OF CONSOLIDATED
FINANCIAL STATEMENTS

The Directors are responsible for overseeing the preparation of the
consolidated financial statements which give a true and fair view of
the state of affairs of the Group and of the results and cash flow
during the Year. The management has provided the Board of
Directors with the necessary explanations and information to enable
the Board of Directors to make an informed assessment of the
Company'’s consolidated financial statements presented to the Board
of Directors for approval.

The Directors were not aware of any material uncertainties relating to
events or conditions which may cast significant doubt upon the
Group's ability to continue as a going concern.

A statement from the auditor about its reporting responsibilities on
the consolidated financial statements is set out from pages 93 to 104
in this report. In preparing the consolidated financial statements for
the year ended December 31, 2022, the Directors have selected
suitable accounting policies and applied them consistently, made
judgments and estimated that are prudent, fair and reasonable and
prepared the consolidated financial statements on a going concern
basis.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for maintaining a sound and effective internal
control and risk management system (including the environmental,
social and governance risk) to safeguard the Group’s assets and
Shareholders’ interests and to review annually the effectiveness of the
Company’s internal control and risk management system (including
the environmental, social and governance risk) to ensure the adequacy
of internal controls and the existing risk management system
(including the environmental, social and governance risk). The
Company also has an internal risk control audit department that
primarily analyzes and independently evaluates the adequacy and
effectiveness of the issuer’s risk management and internal control
systems and reports its findings to the Board of Directors at least
annually.
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The Group's internal control and risk management system includes a
well-established organizational structure with clearly defined
responsibilities and authorities. The departments involved in the day-
to-day operations of the division are responsible for their conduct and
performance and are required to operate their own divisional business
within the limits of their authority and to implement and strictly
comply with the strategies and policies set by the Company from time
to time. Each division is also required to keep the Board informed of
significant developments in the division’s business and the
implementation of policies and strategies that are regularly
implemented by the Board. Procedures have been designed for
safeguarding assets against unauthorized use or disposition,
maintaining of proper accounting records for the provision of reliable
financial information for internal use or for publication, and ensuring
compliance of applicable laws, rules and regulations. However, these
systems are designed to manage, not eliminate, the risk of failure to
meet business objectives and provide only reasonable, but not
absolute, assurance against material misstatement or loss.

As at December 31, 2022, the Board has reviewed the effectiveness
of the internal control and risk management systems (including the
environmental, social and governance risk) of the Group to ensure
that a sound system is maintained and operated in compliance with
the agreed procedures and standards. The review covered all material
controls, including financial, operational and compliance controls and
risk management functions. In particular, the Board considered the
adequacy of resources, staff qualifications and experience, training
programs and budget of the Company’s accounting, internal audit
and financial reporting functions. The review was made by discussions
with the management of the Company, its external auditor and the
relevant assessment conducted by the Audit Committee. Also, the
Company has strict rules on the treatment and release of inside
information in accordance with relevant requirements of the Listing
Rules and the SFO and prohibits any unauthorized use or release of
confidential or inside information. The Directors and senior
management of the Company have adopted all reasonable measures
to ensure proper precautionary measures are in place to prevent the
Company from violating relevant disclosure requirements. The Board
believes that the existing internal control systems are adequate and
effective, in particular, for financial reporting and Listing Rules
compliance.
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In order the address the issues raised in the Auditor’s Letter, the
Company has engaged the IC Consultant to conduct an independent
internal control review on the Group’s management of related party
transactions and the provision of guarantees, and a follow-up review
of the remedial measures implemented by the Group to address the
internal control issues raised in the Independent Investigation Report.
As at the date of this Annual Report, the internal control review has
been completed. The Board acknowledged that there are internal
control deficiencies identified as a result of the findings from the
internal control review by the IC Consultant. Please refer to
“Significant events after the end of the reporting period” in this
Annual Report for details.

The Board will continue to review and improve the Group’s internal
controls system, taking into account the prevailing regulatory
requirements, the Group’s business development and the interests of
Shareholders.

AUDITOR’S REMUNERATION

The auditor’s approximate remuneration in respect of the audit and
non-audit services provided to the Company during the year ended
December 31, 2022 is as follows:

ApE) AW
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Amount
Type of services (RMB)
gooOod gmooooo
Audit services ooodad 1,868,000
Non-audit services — Interim review services 00000 —0oooooa 1,038,000
Total oo 2,906,000
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JOINT COMPANY SECRETARIES

Ms. WANG Na was appointed as a joint company secretary of the
Company on January 20, 2021. In order to maintain good corporate
governance and to ensure compliance with the Listing Rules and
applicable Hong Kong laws, the Company has also engaged Ms. YU
Wing Sze of TMF Hong Kong Limited, a company secretarial service
provider, as another joint company secretary of the Company to assist
Ms. WANG Na in performing her duties as company secretary of the
Company. Ms. WANG Na is the principal contact person of Ms. YU
Wing Sze with the Company. In accordance with Rule 3.29 of the
Listing Rules, Ms. WANG Na and Ms. YU Wing Sze have attended not
less than 15 hours of relevant professional training during the Year.

COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONSHIP

The Company considers that effective communication with
Shareholders is essential for enhancing investor relations and
understanding of the Group’s business, performance, and strategies.
The Company also recognizes the importance of timely and non-
selective information on the Company for the Shareholders and
investors to make informed investment decisions.

The AGMs of the Company provide opportunity for Shareholders to
communicate directly with the Directors. The chairman of the
Company and the chairmen of the Board Committees of the
Company will attend the AGMs to answer Shareholders’ questions.
The auditor will also attend the AGMs to answer questions about the
conduct of the audit, the preparation and content of the auditor’s
report, the accounting policies, and auditor’s independence.

To promote effective communication and to build an inter-relationship
and communication channel between the Company and the
Shareholders, the Company adopts a Shareholders’ communication
policy and maintains a website (www.kqgysh.com.cn), where the up-
to-date information on the Company’s business operations and
developments, financial information, corporate governance practices,
and other information are available for public access.
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INDEPENDENT AUDITOR'S REPORT

To the Shareholders of Kanggiao Service Group Limited
(incorporated in the Cayman Islands with limited liability)

OPINION
What we have audited

The consolidated financial statements of Kangqgiao Service Group
Limited (the “Company”) and its subsidiaries (the “Group”), which
are set out on pages 105 to 231, comprise:

° the consolidated balance sheet as at 31 December 2022;

o the consolidated statement of comprehensive income for the
year then ended;

o the consolidated statement of changes in equity for the year
then ended;

o the consolidated statement of cash flows for the year then
ended; and

o the notes to the consolidated financial statements, which
include significant accounting policies and other explanatory
information.

Our opinion

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2022, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA") and
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs") issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements section of our
report.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the HKICPA's
Code of Ethics for Professional Accountants (“the Code”), and we
have fulfilled our other ethical responsibilities in accordance with the
Code.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.

Key audit matters identified in our audit are summarised as follows:

. the assessment of expected credit losses (“ECL") of trade and
other receivables;

o the assessment of ECL of financial guarantees.
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Key Audit Matters
gooooo
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How our audit addressed the
Key Audit Matters
Oo0o0o0dooooooooa

Assessment of expected credit losses of trade and other
receivables
ggoooooobobobooooooa

Refer to Note 3.1.2, Note 4(a), and Note 21 to the consolidated
financial statements.
000oOoOoDoDoDOO031.20004()000 210

As at 31 December 2022, the gross carrying amount of trade
receivables and other receivables amounted to approximately
RMB490,556,000 and RMB171,034,000, respectively, which
represented approximately 42% and 15% of the total assets of the
Group, and provision for ECL allowance on trade receivables and
other receivables of approximately RMB49,313,000 and
RMB 13,408,000 were recognised to the consolidated balance sheet.
0020220120310 0000000000O0DODOOOOOOAO
00000oOo4d90,55600000000 171,034,0000 00000
00000042%015% 00000000000000000
000000000 O0D0O0DOA49,313,0000 0000 13,408,000
oooooooooooooon

Management applied the simplified approach to measure ECL of trade
receivables and applied the 3-stage model to measure ECL of other
receivables under HKFRS 9, by grouping the trade and other
receivables based on shared credit risk characteristics.
00000000bOoOO0o0o0osSooooboooooooooo
gooboobobboooobbbboboooooooooboboboboooo
godobobobooooobobbObooOooooooobboboboooo
ooooooooooo

We have performed the following procedures in

respect of the assessment of ECL of trade

receivables and other receivables:
goo00oO0oOooo0o0o0oooooonobooao
oooooa

(a)

Obtained an understanding of the
Group’s internal control and assessment
process of the ECL of trade receivables
and other receivables, and assessed the
inherent risk of material misstatement by
considering degree of estimation
uncertainty and other inherent risk of
factors, such as complexity and
subjectivity;
do0o0o0oooboooooboooboao
Oo0b0DoOo0boOo0oooooooooaa
go0ooboooboooboboobo
0oooboooboomoooaa
ooooooooo

Evaluated and validated, on a sample
basis, the controls over management’s
assessment of the ECL of trade receivables
and other receivables;
Oo0o00obo0o0ooOooooooooao
go0ooboooboooboboobo
ooad
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Key Audit Matters
oooooo

How our audit addressed the
Key Audit Matters
O0o0o0doooooooooa

For trade receivables without remarkable different credit risk
characteristics, the Group used judgment in making assumptions and
selecting the inputs to the ECL calculation, based on the Group's
historical cash collection, ageing profile of the trade receivables,
current market conditions as well as forward looking estimates.
I A 0 A O N I O R
00000 0obOooooOoobo0ooboOOobooooooooon
do0000dooooo0ooooooooboobooooa

For trade receivables with remarkable different credit risk
characteristics and other receivables in groups, management assessed
the ECL by applying several significant assumptions, including the
estimation of probability of default, loss given default and forward
looking estimates based on their knowledge about the customer
group’s credit ratings, industry information, financial capability and
payment histories, and current market conditions as well as forward-
looking information.
gooooobobbbooooooooooooboobobboboboooo
0O d0dooobbOoOOoOooooobboooooboooo
0000000000000 00000000O0O00000ooo
gooobobbOoOoooooooobbobooooobobooo
goooooboo

The assessment of ECL of trade and other receivables is considered a
key audit matter given the significance of the trade and other
receivables balance, combined with the significant degree of
estimation uncertainty in relation to the ECL assessment. The inherent
risk in relation to the assessment of ECL is considered relatively higher
due to the complexity of ECL models and subjectivity of significant
assumptions and data used.
goobbbOOOoO0o0ooooobobooooobboboboooo
0000000000000 o0ooooooOoooboboboboOOoOon
gooobobbooooooooooobobooooobbobobooo
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ogoooooooag
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Assessed the appropriateness of the credit

loss provisioning model and methodology

adopted by management with the

involvement of our internal expert:
go0o0bo00ooDobOoooooooo
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assessed the appropriateness of
customer grouping based on our
understanding on the Group's
business process, the credit control
process and the credit risk
characteristics of trade receivables
and other receivables;

o000 Oooooooooo
Oo0o0o0ooooooooooan
gooooooboboooooao
goodoooooobooooa

for trade receivables without
remarkable different credit risk
characteristics, challenged the
reasonableness of the estimated
credit loss rates by considering
historical cash collection and
movements of the ageing of trade
receivables;
Oo0o0o0ooooooooooan
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goo0ooooooooooao
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How our audit addressed the
Key Audit Matters
Oo0o0o0dooooooooa

i)

for trade receivables with
remarkable different credit risk
characteristics and other receivables
in groups, challenged and assessed
the reasonableness of the significant
assumptions in estimating the
probability of default and loss given
default by corroborating
management’s assessment with
publicly available information and
supporting evidence; and
gooooooboobobboboooo
gooooobboooooo
goooooooooooooo
goooooooooboboooo
gooooobobobooooooo
gooooooao

evaluated management’s
assessment on the forward-looking
factors with reference to our
understanding of Group's business,
industry and external
macroeconomic data;

goooo ODoOboooboboboo
0go0o0o0oooo0o0oooooo
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Tested, on a sample basis, the accuracy of
ageing analysis of trade receivables
prepared by management against relevant
supporting documents;
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Key Audit Matters
oooooo

How our audit addressed the
Key Audit Matters
O0o0o0doooooooooa
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(e) Checked the mathematical accuracy of
the calculation of the provision for loss
allowance; and
go00oobOboOoOooobooooo

(f)  Assessed the adequacy of the disclosures
related to assessment of ECL of trade and
other receivables.
gooDo0oboobooooboon
goo0oooooooobon

Based on the above, we found the models,
significant assumptions and data applied by
management in the assessment of ECL of trade
receivables and other receivables were
supportable by the evidence obtained and
procedures performed.
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Key Audit Matters
gooooo

[N [ Ve |

How our audit addressed the
Key Audit Matters
Oo0o0o0dooooooooa

Assessment of ECL of financial guarantees
gooooboboboobooooga

Refer to Note 3.1.2, Note 4(a) and Note 31 to the consolidated
financial statements.
0000000000 31.2000 4000 310

As at 31 December 2022, the maximum credit risk exposure of
financial guarantees was approximately RMB608,732,000, the credit
impairment losses and provision for ECL allowance on financial
guarantees of approximately RMB1,088,000 were recognised to the
consolidated statement of comprehensive income and consolidated
balance sheet, respectively.

0020220120000 000O0O0OO0OOO0OOOOOOOOO0O
608,732,0000 0 0 0000000 D0OOODOOOOOOOOOD
gooooone8goo0l00dbDoonoOoOoOoOOoOonoOoOonOa
gooooo

Management applied a multi-scenario discounted cash flow approach
under the 3-stage model required by HKFRS 9 to measure ECL of
financial guarantees. The provisions for ECL allowance were made on
an individual basis.
gooooobobOOooooooseobobobobbbOOoooooon
goobobobbooooooooooobboobobobobbbooo
ggooooobobooogod

To measure the ECL, management evaluated the distribution of
expected cash flows of the financial guarantees under multiple
scenarios based on experience of historical credit loss, current
situations and forecasts of future conditions of contract
counterparties, and made corresponding provision for ECL allowance
by applying several significant assumptions, including the cancelation
or settlement of the financial guarantees and their probabilities which
are the major consideration to determine the exposures at default,
the expected loss rates and the related probability weight under
different scenarios.
do00o00o0ob00oobObOooboobooboobooooooon
00000 0o00o0obO0oobbobo0ooooooobooobooon
00000000 boobO0oobo0oooobooobooooon
00000000 boobO0oobo0ooooboooboobooon
0000000 oo0ooobOooooooobooooooooa

We have performed the following procedures in
respect of the assessment of ECL of financial
guarantees:
oo Uuoo
good

(a)

Obtained an understanding of and
evaluated the Group’s internal control
and assessment process of the ECL of
financial guarantees, and assessed the
inherent risk of material misstatement by
considering degree of estimation
uncertainty and other inherent risk of
factors, such as complexity and
subjectivity;

oboooOO0 Oooooboboon
ob0o0obooboooobobooon
oo0ooboOobOoobOooooon
00o0boOooOoooooooooon
oooooooooag

Assessed appropriateness of the ECL
provisioning methodology with assistance
of our internal expert;
go0oobooobooooboooboao
ooooooooo

Assessed reasonableness of the probability
of cancelation or settlement of the
financial guarantees by discussing and
challenging management’s assessment on
relevant qualitative factors and
corroborating management’s explanation
to the underlying documents and
subsequent supporting documents, and
assessed reasonableness of the settlement
amount used in specific scenarios with
assistance of our internal valuation expert;
oo0o00ob0oooboooooboooboao
ooo0oO0oboooooooooooaa
Odo0o0o0o0bOooooooooooaa
Odo0o0Do0Oo0boooooooooooaa
Odo0o0oo0bOooooooooooaa
Oo0o0o0o0ooooooo
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Key Audit Matters
oooooo

How our audit addressed the
Key Audit Matters
O0o0o0doooooooooa

The assessment of ECL of financial guarantees is considered a key
audit matter given the significance of the maximum exposure of
financial guarantees, combined with the significant degree of
estimation uncertainty in relation to the ECL assessment. The inherent
risk in relation to the assessment of ECL is considered relatively high
due to the complexity of ECL models and subjectivity of significant
assumptions and data used.

0000000000000 o0oooOoooooooooooo
goobobbboooooooooooouooooobobobobooo
gooboboboOOoOOo0obObObObObOOoooooobobboboboooo
0000000000000 o0o0oooooobobooboooo
ogoooooog
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(d)

Evaluated the rationality of management’s
significant assumptions of expected loss
rates and related probability weight under
different scenarios by discussing and
challenging management’s assessment on
relevant qualitative factors and
corroborating management’s explanation
to the underlying documents;
goooboobooboobooobo
go0ooobooboobooooobo
gooooooooobooooboo
goooboobooboobooobo
oo

Checked the mathematical accuracy of
the calculation of the provision for ECL
allowance; and
goooboobooboobooobo
goooo

Assessed the adequacy of the disclosures
related to assessment of ECL of financial
guarantees.
gooDo0oboobooooboon
goooooooo

Based on the above, we found the models,

significant assumptions and data applied by

management in the assessment of ECL of

financial guarantees were supportable by the

evidence obtained and procedures performed.
JoooooooooooooboooooOoo
gdoooooooooooooooooo
gdoooboobobbbbooooooooo
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises all of the information
included in the annual report other than the consolidated financial
statements and our auditor’s report thereon.

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THE
AUDIT COMMITTEE FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have
no realistic alternative but to do so.

The Audit Committee is responsible for overseeing the Group’s
financial reporting process.

[N [ Ve |
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AUDITOR'S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

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

Kanggqiao Service Group Limited / Annual Report 2022
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o Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Group's ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

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

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

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

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and
where applicable, actions taken to eliminate threats or safeguards
applied.
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From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit of
the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Wilson Chan.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 28 July 2023
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
CFE O O ] [

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

Year ended 31 December
00120310000

2022 2021
202211 20210
Notes RMB’000 RMB’000
oad goooo oodooao
Revenue 00 6 792,920 783,567
Cost of sales gooo 7 (601,852) (579,715)
Gross profit ogd 191,068 203,852
Administrative expenses gooo 7 (53,047) (61,705)
Selling and marketing expenses goooooo 7 (12,608) (15,339)
Credit impairment losses oooooo 3.1.2 (47,736) (6,542)
Other income oooo 8 9,663 8,494
Other losses — net gooog —oaog 9 (9,569) (1,924)
Operating profit oooo 77,771 126,836
Finance income gooad 5,294 1,472
Finance costs gooo (1,077) (8,395)
Finance income/(costs) — net jooomooo—0oO0 11 4,217 (6,923)
Share of profit of investments oooooooooo
accounted for using the equity oooo
method 1,021 244
Profit before income tax gooodo 83,009 120,157
Income tax expenses goooog 13 (17,304) (31,598)
Profit for the year oooog 65,705 88,559
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
(CONTINUED)
AAREEEEEE] (T[] []

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

Year ended 31 December
00120310000

2022 2021
20220 20210
Notes RMB’000 RMB’000
od googad goonono
Profit attributable to: goooooooo
— Owners of the Company —Ooooooo 54,121 83,885
— Non-controlling interests —ooooo 11,584 4,674
65,705 88,559
Other comprehensive income oooooo
Item that may be reclassified to gooooooooooo
profit or loss
— Exchange difference on translation — 000000000
of foreign operations oooo 10,353 (2,606)
Total comprehensive income ooooooog
for the year 76,058 85,953
Total comprehensive income D00oooooooooo
attributable to:
— Owners of the Company —oooooo 64,474 81,279
— Non-controlling interests —0oooo 11,584 4,674
76,058 85,953
Earnings per share oooo
— Basic and diluted (expressed in —QooooDmooo
RMB yuan per share) Ooooooo 14 0.08 0.14

The above consolidated statement of comprehensive income should OOOO0OO0OO0OO0OO0OO0OO0OO0OOOOOOOO
be read in conjunction with the accompanying notes.
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CONSOLIDATED BALANCE SHEET
[ ] (N |

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

As at 31 December

0120 310
2022 2021
20220 20210
Notes RMB’000 RMB’'000
oo ogoooad ogoooo
ASSETS oo
Non-current assets ogooood
Property and equipment gooono 15 13,829 10,207
Right-of-use assets ooooo 27 3,013 3,130
Investment properties gooo 16 2,081 3,893
Intangible assets oooo 17 52,918 56,118
Deferred income tax assets ooooooo 18 21,652 9,988
Prepayments gooo 20 69,730 65,629
Restricted cash opoooao 24 1,253 1,325
Investments accounted for using oooooooood
the equity method 1,953 932
166,429 151,222
Current assets ogooo
Inventories oo 1,014 1,075
Prepayments gooo 20 3,308 1,045
Trade and other receivables Ooooooooag 21 598,869 419,729
Restricted cash ooooo 24 10,847 -
Financial assets at fair value through oobdoooooooooo
profit or loss 22 43,094 21,018
Cash and cash equivalents gooooood 23 345,910 540,833
1,003,042 983,700
Total assets gooo 1,169,471 1,134,922
EQUITY oo
Equity attributable to owners Jdooooooooo
of the Company
Share capital oo 25 5,831 5,831
Other reserves oooo 26 540,450 545,902
Retained earnings oooo 165,082 116,156
711,363 667,889
Non-controlling interests gooooog 45,002 33,508
Total equity oooa 756,365 701,397
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CONSOLIDATED BALANCE SHEET (CONTINUED)
WY || | uEEEREEN

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

As at 31 December

0120 310
2022 2021
202211 20210
Notes RMB’000 RMB’000
oo goooo odooao
LIABILITIES OO
Non-current liabilities goooo
Lease liabilities oooo 27 2,387 4,783
Deferred income tax liabilities goooooao 18 6,314 7,028
Other payables oooood 28 5,747 5,450
Contract liabilities oooo 6 5,341 8,779
19,789 26,040
Current liabilities oooo
Lease liabilities gooo 27 7,131 5,002
Trade and other payables doooooogo 28 274,012 243,292
Contract liabilities oooo 6 104,711 138,024
Current income tax liabilities goooooo 7,463 21,167
393,317 407,485
Total liabilities gooo 413,106 433,525
Total equity and liabilities goooooo 1,169,471 1,134,922

The above consolidated balance sheet should be read in conjunction OODODODOOOOOOOOOOOOOO
with the accompanying notes.

The consolidated financial statements on pages 105 to 231 were QOO OOOO0O105023100000000
approved by the board of directors of the Company on 28 July 2023 20230 70280 0000000000
and were signed on its behalf.

KANG Weiguo WANG Na
oggad ad
Director Director

oo oo
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
CFE O O ] [

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

Attributable to owners of the Company

oooooooo
Non-
Share Other Retained controlling Total
capital reserves eamings Total interests equity
oo gooo oooao 0o 00oooo oooo
Note RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
oo goooo O0O0b0O0O OOO0OOO0 [DOOoOCcO [bOObDOD  +DOo;b
(Note 25) (Note 26)
ooo2s0  [O00O260
Balance as at 1 January 2021 020210101000 - 7,982 137,982 145,964 21,052 167,016
Total comprehensive opoooooo
income for the year
Profit for the year 0ooo - - 83,885 83,885 4674 88,559
Currency translation differences 00oooo - (2,606) - (2,606) - (2,606)
- (2,606) 83,885 81,279 4,674 85,953
Transactions with owners in 0ooooCoooon
their capacity as owners:
Appropriation of statutory reserves 000000 26 - 5711 (5,711) - - -
Issue of shares in connectionwith ~ 000000000
the capitalisation issue oooo 4373 (4373) - - - -
Issue of shares in connectionwith ~ 00000000000
the Company’s listing oooo 1458 518,588 - 520,046 - 520,046
Dividends to the then shareholders 000000000
of a subsidiary oooo - - (100,000) (100,000) - (100,000)
Dividends to non-controlling oooooCooooo
interests - - - - 2.223) 2,223
Acquisition of a subsidiary oooooooo = - - - 9,705 9,705
Capital contribution by ooooooo
non-controlling interests - - - - 300 300
Capital injection from owners oooooooo
of the Company - 25,600 - 25,600 - 25,600
Deemed distribution to the then oooooooooooo
shareholder of the Group arising oooo
from the Reorganisation - (5,000) - (5,000) - (5,000)
Balance as at 31 December 2021 (020210 120310000 5831 545,902 116,156 667,889 33,508 701,397
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CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY (CONTINUED)

SR AREEN] [ ][] [

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

Attributable to owners of the Company

oooooooo
Non-
Share Other Retained controlling Total
capital reserves earnings Total interests equity
oo oooo oooo oo DOoOoo gooo
Note RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
oo goooo  ooooo oobooo  ooooo. bDoooo  ooboo
(Note25)  (Note 26)
000250  DOO0260
Balance as at 1 January 2022 0202201010000 5831 545,902 116,156 667,889 33,508 701,397
Total comprehensive income pooooooa
for the year
Profit for the year 0ooo - - 54,121 54,121 11,584 65,705
Currency translation differences opoooo - 10,353 - 10,353 - 10,353
- 10,353 54,121 64,474 11,584 76,058
Transactions with owners intheir 0000000000
capacity as owners:
Appropriation of statutory reserves  D0O000000 26 - 5,195 (5195) - - -
Dividends to shareholders of the opooooo
Company - (21,000) - (21,000) - (21,000)
Dividends to non-controlling interests 000000000 - - - - (3,086) (3,086)
Capital contribution by opoooooo
non-controlling interests - - - - 2,996 2,99
Balance as at 31 December 2022 01 20220 120310000 5,831 540,450 165,082 711,363 45,002 756,365

The above consolidated statement of changes in equity should be

read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF CASH FLOWS
[ ] (N |

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

Year ended 31 December
00120310000

2022 2021
20220 20210
Note RMB’000 RMB'000
ad gooono goonono
Cash flows from operating activities 1 00 00000000
Cash (used in)/generated from goooooooo
operations 30 (99,972) 115,548
Interest received from bank deposits oooooo 11 5,294 1,472
Income tax paid ooooo (43,386) (53,065)
Net cash (used in)/generated Oo0o0oooooooo
from operating activities (138,064) 63,955
Cash flows from investing activities 00000000000
Loans repaid by related parties oo0oooo - 301,626
Cash advances to related parties ooooooooo (3.176) (5,873)
Repayments of cash advances oooooooooo
by related parties 3,041 48,361

Repayments of cash advances

obooboobooon

by non-controlling interests - 14

Loan to third parties 0ooo0ooo (11,350) (13,380)
Loan repaid by third parties ooooooooo 11,350 20,580
Interest received from loans to Oooooooooooo

related parties and third parties ooooog 372 13,429
Purchases of property and Ooooooooooooo

equipment and intangible assets (7,452) (3,465)
Purchases of financial assets at Oooob0ooooooo

fair value through profit or loss ooooooooo (186,800) (82,400)
Proceeds from disposal of financial OooobDooooooo

assets at fair value through profit ooooooooo

or loss 165,725 61,762
Proceeds from disposal of property Oooooooooo

and equipment 95 21
Prepayments for acquisition of a Oooooooooo

subsidiary - (65,629)
Prepayments for purchases of oooodooooon

intangible assets (4,101) -
Payments for investments accounted 000000000000

for using the equity method - (490)
Acquisition of subsidiaries, oooooooooooo

net of cash acquired oo - (7,293)
Net cash (used in)/generated D00 oomoog

from investing activities oooo (32,296) 267,263
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CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
WY || | uEEEREEN

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 0OOOOO

Year ended 31 December
00120 310000

2022 2021
20221 20210
Note RMB’'000 RMB'000
ao goooa goooao
Cash flows from financing activities D00 00000000
Repayments of bank borrowings gooogo - (346,984)
Cash advances from third parties Oooooooo 2,510 3,435
Repayments of cash advances ooooocooo
from third parties (2,266) -
Interest paid oooo (184) (6,165)
Settlements of the principal element doooooooooo
of lease liabilities (2,274) (4,799)
Dividend paid ooono (24,086) (102,223)
Payments for listing expenses oooooo (2,013) (4,435)
Contribution from non-controlling ooooocooo
interests 2,996 300
Consideration paid to the then dooooooooooo
shareholder of the Group ooooo
for the reorganisation - (5,000)
Capital injection from shareholders ooooooao
of the Company - 25,600
Proceeds from issue of ordinary shares OO OOO0O00 0O - 520,046
Net cash (used in)/generated ooomoomooo
from financing activities oooo (25,317) 79,775
Net (decrease)/increase in cash ooooocooo
and cash equivalents goomoooo (195,677) 410,993
Cash and cash equivalentsat 1 January 0 1010000000000 540,833 134,758
Exchange gains/(losses) on cash and goooooooooooo
cash equivalents 754 (4,918)
Cash and cash equivalents at 01203100000
31 December goood 345,910 540,833

The above consolidated statement of cash flow should be read in

conjunction with the accompanying notes.
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GENERAL INFORMATION

The Company was incorporated in the Cayman Islands on
8 October 2020 as an exempted company with limited liability
under the Companies Act, Cap 22 of the Cayman Islands. The
address of its registered office is Floor 4, Willow House, Cricket
Square, Grand Cayman, KY1-9010, Cayman Islands.

The Company has been listed on the Main Board of The Stock
Exchange of Hong Kong Limited since 16 July 2021 by way of
its initial public offering.

The Company is an investment holding company. The Group is
principally engaged in provision of property management
services, related value-added services and city services in the
People’s Republic of China (the “PRC"). The ultimate controlling
shareholder of the Group is Mr. Song Gewei (“Mr. Song”, the
“Controlling Shareholder”).

These consolidated financial statements are presented in
Renminbi (“RMB"), unless otherwise stated. These consolidated
financial statements have been approved for issue by the Board
on 28 July 2023.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 0OOOOO

2  SUMMARY OF SIGNIFICANT ACCOUNTING 2 00000000

POLICIES

This note provides a list of the significant accounting policies 0J00000oD0D0oooooOooooo
adopted in the preparation of the consolidated financial 0O0O0O0O0ODOODOOoOoOoOoooooo
statements. These policies have been consistently applied to all Jdddodooooooooooon
the years presented, unless otherwise stated. The consolidated 00000000 bDoooooooo
financial statements are for the Group consisting of the ooooo

Company and its subsidiaries.

2.1 Basis of preparation 21 0000
(@) Compliance with HKFRS and Hong Kong () DO0O0DO0ODDODODOOOOOOd
Companies Ordinance ooooooono
The consolidated financial statements of the Group 00oooooooooaon
have been prepared in accordance with Hong Kong o0o0ooooooooao
Financial Reporting Standards (“HKFRS") and the 0o0oo0oo0oe2200000
disclosure requirements of the Hong Kong ooo

Companies Ordinance Cap. 622.

(b) Historical cost convention (b) OOOOO
The financial statements have been prepared on a J0oooOooooooao
historical cost basis, except for certain financial oooooooooooaon
assets measured at fair value. goooooo
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1 Basis of preparation (Continued)

(9]

New and amended standards adopted by the
Group

The Group has applied the following standards and
amendments for the first time for the annual
reporting period commencing 1 January 2022. The
adoption of these standards and amendments does
not have significant impact on the consolidated
financial statements of the Group.

Amendments to Hong Property, Plant and Equipment:
Kong Accounting Proceeds before Intended
Standard (“HKAS") 16 Use

Amendments to
HKFRS 3

Update Reference to the
Conceptual Framework

Amendments to Onerous Contracts — Costs of
HKAS 37

Annual Improvements

Fulfilling a Contract
Annual Improvements to
HKFRS Standards 2018-2020

Revised Accounting
Guideline 5

Merger Accounting for
Common Control
Combinations

The Group did not change its accounting policies or
make retrospective adjustments as a result of
adopting the abovementioned amended standards
or annual improvements.

2 OD00000O0OOooo

21 000 0Oooo

(o)

gboooboooboooo
oo

000002022010 10
gooooooboobooo
gboobooooooobo
gbooboooboooo
gooooooooooo

oooooo oooooo
01600 ooooooo
oo oooo

ooooooo OOoOoooooo
00300
oo

oooooo ooooo —oo
0370000 OOOOO

oooo oooooooo

20180 0 20200
ooooooo

ooooooo OOOoOoOoo
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 0000000 Oooo

POLICIES (Continued)

2.1 Basis of preparation (Continued) 21 0000Oooo
(d) New and amendments to existing standards (d 020220101000 00O
that have been issued but are not effective for 00oooooooooaon
the financial year beginning on 1 January 2022 00oooooooooon
and have not been early adopted by the Group dooooooooooo

are as follows:

Effective for

annual periods

beginning on
or after
goodooo
gooon
gooogoo

HKFRS 17 Insurance Contracts
oopooobooooi70d good
Amendments to HKAS 1 and Disclosure of Accounting Policies

HKFRS Practice Statement 2
000000010 00000 O0OO0ooOaOoo
Oo0o0ooooz20000

Amendments to HKAS 8 Definition of Accounting Estimates
Oo00O00O0o8Oooon goooooao
Amendments to HKAS 12 Deferred Tax related to Assets and Liabilities

arising from a Single Transaction
oobDoooboo120000 goooooooooobooboooog

ogoooaa
Amendments to HKAS 1 Classification of Liabilities as

Current or Non-current
goooooo1oooo gooooooooono
Amendments to HKAS 1 Non-current liabilities with covenants
doooooo11oooao goooooooad
Amendments to HKFRS 16 Lease liability in sale and leaseback

gopboooooteonnogd ggooooooboon
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2 Principles of consolidation and equity
accounting

2.2.1 Subsidiaries

Subsidiaries are all entities (including structured
entities) over which the Group has control. The
Group controls an entity where the Group is
exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to
affect those returns through its power to direct the
activities of the entity. Subsidiaries are fully
consolidated from the date on which control is
transferred to the Group. They are deconsolidated
from the date that control ceases.

The acquisition method of accounting is used to
account for business combinations by the Group.

Inter-company transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated
unless the transaction provides evidence of an
impairment of the transferred asset. Accounting
policies of subsidiaries have been changed where
necessary to ensure consistency with the policies
adopted by the Group.

Non-controlling interests (“NCI”) in the results and
equity of subsidiaries are shown separately in the
consolidated statement of comprehensive income,
statement of changes in equity and balance sheet
respectively.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2 Principles of consolidation and equity
accounting (Continued)

2.2.2 Changes in ownership interests in subsidiaries

without change of control

The Group treats transactions with NCI that do not
result in a loss of control as transactions with equity
owners of the Group. A change in ownership
interest results in an adjustment between the
carrying amounts of the controlling and non-
controlling interests to reflect their relative interests
in the subsidiary. Any difference between the
amount of the adjustment to NCI and any
consideration paid or received is recognised in a
separate reserve within equity attributable to owners
of the Group.

2.2.3 Investments accounted for using the equity

method

(i) Associates

Associates are entities over which the Group
has significant influence but not control or
joint control. This is generally the case where
the Group holds between 20% and 50% of
the voting rights. Investments in associates are
accounted for using the equity method of
accounting (see Note (iii) below), after initially
being recognised at cost.

(i) Joint ventures

Interests in joint ventures are accounted for
using the equity method (see Note (iii) below),
after initially being recognised at cost in the
consolidated balance sheet.
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(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 0OOOOO

2  SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2 Principles of consolidation and equity
accounting (Continued)

2.2.3 Investments accounted for using the equity
method (Continued)

(i)

Equity method

Under the equity method of accounting, the
investments are initially recognised at cost and
adjusted thereafter to recognise the Group’s
share of the post-acquisition profits or losses
of the investee in profit or loss, and the
Group’s share of movements in other
comprehensive income of the investee in other
comprehensive income. Dividends received or
receivable from associates and joint ventures
are recognised as a reduction in the carrying
amount of the investment.

Where the Group’s share of losses in an
equity-accounted investment equals or
exceeds its interest in the entity, including any
other unsecured long-term receivables, the
Group does not recognise further losses,
unless it has incurred obligations or made
payments on behalf of the other entity.

Unrealised gains on transactions between the
Group and its associates and joint ventures are
eliminated to the extent of the Group’s
interest in these entities. Unrealised losses are
also eliminated unless the transaction provides
evidence of an impairment of the asset
transferred. Accounting policies of equity-
accounted investees have been changed
where necessary to ensure consistency with
the policies adopted by the Group.

The carrying amount of equity-accounted
investments is tested for impairment in
accordance with the policy described in Note
2.8.
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(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.3

24

Separate financial statements

Investments in subsidiaries are accounted for at cost less
impairment. Cost includes direct attributable costs of
investment. The results of subsidiaries are accounted for
by the Company on the basis of dividend received and
receivable.

Impairment testing of the investments in subsidiaries is
required upon receiving a dividend from these investments
if the dividend exceeds the total comprehensive income of
the subsidiary in the period the dividend is declared or if
the carrying amount of the investment in the separate
financial statements exceeds the carrying amount in the
consolidated financial statements of the investee’s net
assets including goodwill.

Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker
("CODM"), who is responsible for allocating resources
and assessing performance of the operating segments,
has been identified as the executive directors that makes
strategic decisions.
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(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 0OOOOO

2  SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.5 Foreign currency translation

(a)

(b)

Functional and presentation currency

Items included in the financial statements of each of
the Group's entities are measured using the
currency of the primary economic environment in
which the entity operates (the “functional
currency”). The consolidated financial statements
are presented in RMB, which is the Group’s
presentation currency. The Company’s functional
currency is Hong Kong Dollar (“HK$").

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates at the
dates of the transactions. Foreign exchange gains
and losses resulting from the settlement of such
transactions and from the translation of monetary
assets and liabilities denominated in foreign
currencies at year-end exchange rates are generally
recognised in profit or loss.

Foreign exchange gains and losses that relate to
borrowings are presented as finance income/(costs).
All other foreign exchange gains and losses are
presented on a net basis with in other losses.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.5 Foreign currency translation (Continued)

(9]

Group entities

The results and financial positions of the Group
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency
are translated into the presentation currency as
follows:

° assets and liabilities of each balance sheet of
the Group entities are translated at the closing
rate at the date of that balance sheet,

o income and expenses of each statement of
comprehensive income of the Group entities
are translated at average exchange rates
(unless this is not a reasonable approximation
of the cumulative effect of the rates prevailing
on the transaction dates, in which case
income and expenses are translated at the
dates of the transactions), and

o all resulting exchange differences are
recognised in other comprehensive income.

On consolidation, exchange differences arising from
the translation of the net investment in foreign
operations are taken into equity holders’ equity.
When a foreign operation is partially disposed of or
sold, exchange differences that were recorded in
equity are recognised in the income statement as
part of the gain or loss on sale.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Property and equipment

Property and equipment are stated at historical cost less
depreciation and any impairment loss. Historical cost
includes expenditure that is directly attributable to the
acquisition of the items.

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

Depreciation is calculated using the straight-line method
to allocate their cost to their residual values over their
estimated useful lives as follows:

— Office premises 31 years
— Vehicles 4-6 years
— Furniture and fixtures 3-6 years

— Leasehold improvements shorter of 3 years or

lease term

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting
period.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount. Gains and
losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised
within “other losses — net” in the consolidated statement
of comprehensive income.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.7 Intangible assets

(a)

(b)

Goodwill

Goodwill on acquisitions of subsidiaries is included
in intangible assets. Goodwill is not amortised but it
is tested for impairment annually, or more frequently
if events or changes in circumstances indicate that it
might be impaired, and is carried at cost less
accumulated impairment losses. Gains and losses on
the disposal of an entity include the carrying amount
of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for
the purpose of impairment testing. The allocation is
made to those cash-generating units or groups of
cash-generating units that are expected to benefit
from the business combination in which the
goodwill arose. The units or groups of units are
identified at the lowest level at which goodwill is
monitored for internal management purposes, being
the operating segments.

Computer software

Acquired computer software programmes are
capitalised on the basis of the costs incurred to
acquire and bring to use the specific software. These
costs are amortised over their estimated useful lives
(5 years).
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2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.7 Intangible assets (Continued)

(c) Customer relationships and backlog

Customer relationships and backlog acquired in a
business combination are recognised at fair value at
the acquisition date. The contractual customer
relations and backlog have a finite useful life and
are carried at cost less accumulated amortisation.
Amortisation is calculated using the straight-line
method over the expected life of 120 to 156 months
for the customer relationships and backlog, which is
determined by considering the existing conditions
and possibilities of renewal of the property
management contracts by reference with industry
experiences, or based on the remaining contract
period pursuant to the term set out in the property
management contracts at the acquisition date.

2.8 Impairment of non-financial assets

Goodwill and intangible assets that has an indefinite
useful life are not subject to amortisation and are tested
annually for impairment, or more frequently if events or
changes in circumstances indicate that they might be
impaired. Other assets are tested for impairment whenever
events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value
less costs of disposal and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash
flows (cash-generating units). Non-financial assets other
than goodwill that suffered an impairment are reviewed
for possible reversal of the impairment at the end of each
reporting period.

Kanggqiao Service Group Limited / Annual Report 2022
gOo0oOoOo0opoOooOOo/ODO0DOoDOoon

2

UobdotudiUooo

27 D000Oooo

(0 OOOOODOO

gboobooboooo
gboooboooboooo
goooooooobooboo
gboobooboooo
gboobOooooboobo
oboooogi120015600
gboobooboooo
gbobOooooooDbo
gooooooboooo
gbobOoooooobo
gboooboooboooo
goboooooooboooo

28 OO OOOO

oooboooobobooooooo
gobobooobooooobooa
ooooobOoOooooboOoo
oooobooooboooboooa
gobobooobooooobooa
ooboooobbooooboobooa
oooobooooboooboooa
gobooooboooooboa
ooooobbooooobooo
oooobooooboboooooa
oooboooboooobooa
oooooOooomooooo
obooooooOoooooo
gobooooboooooboa
oo



2

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9 Financial assets

2.9.1 Classification

The Group classifies its financial assets in the
following measurement categories:

o those to be measured subsequently at fair
value (either through other comprehensive
income, or through profit or loss), and

° those to be measured at amortised cost.

The classification depends on the entity’s business
model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses
will either be recorded in profit or loss or other
comprehensive income. For investments in debt
instruments, this will depend on the business model
in which the investment is held. For investments in
equity instruments, this will depend on whether the
Group has made an irrevocable election at the time
of initial recognition to account for the equity
investment at fair value through other
comprehensive income.

The Group reclassifies debt investments when and
only when its business model for managing those
assets changes.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9 Financial assets (Continued)

2.9.2 Recognition and measurement

Regular way purchases and sales of financial assets
are recognised on trade-date, the date on which the
Group commits to purchase or sell the asset.
Financial assets are derecognised when the rights to
receive cash flows from the financial assets have
expired or have been transferred and the Group has
transferred substantially all the risks and rewards of
ownership.

At initial recognition, the Group measures a financial
asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss,
transaction costs that are directly attributable to the
acquisition of the financial asset. Transaction costs
of financial assets carried at fair value through profit
or loss are expensed in profit or loss.

Debt instruments

Subsequent measurement of debt instruments
depends on the Group’s business model for
managing the asset and the cash flow characteristics
of the asset. The Group only held debt instruments
classified as financial assets at amortised costs.

Assets that are held for collection of contractual
cash flows where those cash flows represent solely
payments of principal and interest are measured at
amortised cost. A gain or loss on a debt investment
that is subsequently measured at amortised cost and
is not part of a hedging relationship is recognised in
the consolidated statement of comprehensive
income when the asset is derecognised or impaired.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.9 Financial assets (Continued)

2.9.3 Impairment

The Group assesses on a forward-looking basis the
expected credit losses (“ECL") associated with its
assets carried at amortised cost. The impairment
methodology applied depends on whether there has
been a significant increase in credit risk. Note 3.1.2
details how the Group determines whether there
has been a significant increase in credit risk.

ECL is a probability-weighted estimate of credit
losses (i.e. the present value of all cash shortfalls)
over the expected life of the financial assets.

For trade receivables, the Group applies the
simplified approach permitted by HKFRS 9, which
requires expected lifetime losses to be recognised
from initial recognition of the assets. The provision
matrix is determined based on historical observed
default rates over the expected life of the trade
receivables with similar credit risk characteristics and
is adjusted for forward-looking estimates. At every
reporting date the historical observed default rates
are updated and changes in the forward-looking
estimates are analysed.

Impairment on other receivables are measured as
either 12-month ECL or lifetime ECL, depending on
whether there has been a significant increase in
credit risk since initial recognition. If a significant
increase in credit risk of a receivable has occurred
since initial recognition, then impairment is
measured as lifetime ECL.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 0OOOOO

2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9 Financial assets (Continued)

2.9.4 Offsetting financial instruments

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

2.10Trade and other receivables

Trade receivables are amounts due from customers for
merchandise sold or services performed in the ordinary
course of business. If collection of trade and other
receivables is expected in one year or less (or in the normal
operating cycle of business if longer), they are classified as
current assets. If not, they are presented as non-current
assets.

Trade receivables are recognised initially at the amount of
consideration that is unconditional unless they contain
significant financing components, when they are
recognised at fair value. The Group holds the trade
receivables with the objective to collect the contractual
cash flows and therefore measures them subsequently at
amortised cost using the effective interest method. See
Note 21 for further information about the Group’s
accounting for trade receivables and Note 3.1.2 for a
description of the Group’s impairment policies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

[ [N gy |

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.11Cash and cash equivalents

For the purpose of presentation in the statement of cash
flows, cash and cash equivalents includes cash on hand,
deposits held at call with financial institutions.

2.12Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net
of tax, from the proceeds.

2.13Trade and other payables

Trade and other payables represent liabilities for goods or
services that have been acquired in the ordinary course of
business from suppliers and amounts to be repaid from
the Group to its counterparties. These amounts are
classified as current liabilities if payment is due within 12
months or less. If not, they are presented as non-current
liabilities.

Trade and other payables are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

2  SUMMARY OF SIGNIFICANT ACCOUNTING 2 00000000000
POLICIES (Continued)

2.14Current and deferred income tax 21400000000

The tax expense for the period comprises current and Doodo0Dooooooooooo
deferred income tax. Tax is recognised as “income tax O0oo000o0oooooooooo
expenses” in the profit or loss, except to the extent that it ooodoooomoooooo
relates to items recognised in other comprehensive ooooooooooooooo
income or directly in equity. In this case, the tax is also O000o0ooooooooono
recognised in other comprehensive income or directly in O000O00O0OoO0ooooooo
equity, respectively. oooooo

(@) Current income tax (@ OOoO0OOoO

The current income tax charge is calculated on the oooooooooao
gooobooooaon
ooooboooogon
ooooboooon
gooboooooon
ooooboooogon
goooooooon
gooobooooaon

oobOooooooao

basis of the tax laws enacted or substantively
enacted at the balance sheet date in the countries
where the Company’s subsidiaries operate and
generate taxable income. Management periodically
evaluates positions taken in tax returns with respect
to situations in which applicable tax regulation is
subject to interpretation. It establishes provisions
where appropriate on the basis of amounts

OoooooooOooOod
OoooooogoooaQ

expected to be paid to the tax authorities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.14 Current and deferred income tax (Continued)

(b)

(9]

Deferred income tax

Deferred income tax is recognised, using the liability
method, on temporary differences arising between
the tax bases of assets and liabilities and their
carrying amounts in the consolidated financial
statements. However, deferred income tax liabilities
are not recognised if they arise from the initial
recognition of goodwill. The deferred income tax is
not accounted for if it arises from initial recognition
of an asset or liability in a transaction other than a
business combination that at the time of the
transaction affects neither accounting nor taxable
profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted or
substantively enacted by the balance sheet date and
are expected to apply when the related deferred
income tax asset is realised or the deferred income
tax liability is settled.

Deferred income tax assets are recognised only to
the extent that it is probable that future taxable
profit will be available against which the temporary
differences can be utilised.

Offsetting

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assets against current tax liabilities and
when the deferred income tax assets and liabilities
relate to income taxes levied by the same taxation
authority on either the taxable entity or different
taxable entities where there is an intention to settle
the balances on a net basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.15Employee benefits

(a)

Pension obligations

The Group only operate defined contribution
pension plans. In accordance with the rules and
regulations in the PRC, the PRC based employees of
the Group participate in various defined contribution
retirement benefit plans organised by the relevant
municipal and provincial governments in the PRC
under which the Group and the PRC based
employees are required to make monthly
contributions to these plans calculated as a
percentage of the employees’ salaries. The municipal
and provincial governments undertake to assume
the retirement benefit obligations of all existing and
future retired PRC based employees’ payable under
the plans described above. Other than the monthly
contributions, the Group has no further obligation
for the payment of retirement and other post-
retirement benefits of its employees. The assets of
these plans are held separately from those of the
Group in independently administrated funds
managed by the governments. The Group has no
forfeited contributions by employers on behalf of
employees who leave the defined contribution
pension plans prior to vesting fully in such
contributions.

The Group’s contributions to the defined
contribution retirement scheme are expensed as
incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.15Employee benefits (Continued)

(b)

(9]

Housing funds, medical insurances and other
social insurances

Employees of the Group in the PRC are entitled to
participate in various government-supervised
housing funds, medical insurances and other social
insurance plan. The Group contributes on a monthly
basis to these funds based on certain percentages of
the salaries of the employees, subject to certain
ceiling. The Group’s liability in respect of these
funds is limited to the contributions payable in each
year. Contributions to the housing funds, medical
insurances and other social insurances are expensed
as incurred.

Termination benefits

Termination benefits are payable when employment
is terminated by the Group before the normal
retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these
benefits. The Group recognises termination benefits
at the earlier of the following dates: (a) when the
Group can no longer withdraw the offer of those
benefits; and (b) when the entity recognises costs
for a restructuring that is within the scope of HKAS
37 and involves the payment of termination
benefits. In the case of an offer made to encourage
voluntary redundancy, the termination benefits are
measured based on the number of employees
expected to accept the offer. Benefits falling due
more than 12 months after the end of the reporting
period are discounted to their present value.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 0OOOOO

2  SUMMARY OF SIGNIFICANT ACCOUNTING 2 00000000000
POLICIES (Continued)

2.15Employee benefits (Continued) 2150000000
(d) Short-term obligations (d COOOO

Liabilities for wages and salaries, including non- oooooooooooaon
monetary benefits and accumulating sick leave that ooooooooooooo
are expected to be settled wholly within 12 months Oo0oooooooooaon
after the end of the period in which the employees o001200000000
render the related service are recognised in respect d0do0ooooooooo
of employees’ services up to the end of the oooooooooooo
reporting period and are measured at the amounts oooooooooood
expected to be paid when the liabilities are settled. oooooooooooo
The liabilities are presented as current employee ooooood

benefit obligations within other payables in the
consolidated balance sheet.

2.16 Provisions 2160 0
Provisions for legal claims, service warranties and make Ooo00DOoDoooooooooo
good obligations are recognised when the Group has a oo0d00o0oooooooo
present legal or constructive obligation as a result of past Oooooooooooooo
events, it is probable that an outflow of resources will be 00000oOoooOooDoOoODoOoOo
required to settle the obligation and the amount can be O00DoO00oooooooooo
reliably estimated. Provisions are not recognised for future ooooood

operating losses.

Where there are a number of similar obligations, the Dodo00o0ooooooooo
likelihood that an outflow will be required in settlement is 00000000 ooooooo
determined by considering the class of obligations as a 0D0d000oooooooooo
whole. A provision is recognised even if the likelihood of Oooooooooooogd
an outflow with respect to any one item included in the ooooooooo

same class of obligations may be small.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.16 Provisions (Continued)

Provisions are measured at the present value of
management’s best estimate of the expenditure required
to settle the present obligation at the end of the reporting
period. The discount rate used to determine the present
value is a pre-tax rate that reflects current market
assessments of the time value of money and the risks
specific to the liability. The increase in the provision due to
the passage of time is recognised as interest expense.

2.17 Revenue recognition

The Group provides property management services, value-
added services to non-property owners and community
value-added services. Revenue is recognised in the
accounting period in which the services are rendered.
Depending on the terms of the contracts and the laws
that apply to the contract, services may be recognised
over time or at a point in time.

—  For property management services and city services,
the Group bills a fixed amount for services provided
on a monthly basis and recognises as revenue in the
amount to which the Group has a right to bill and
that corresponds directly with the value of
performance completed. The Group primarily
generate revenue from property management
services income from properties managed under
lump sum basis, the Group entitles to revenue at
the value of property management services fee
received or receivable.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.17 Revenue recognition (Continued)

Value-added services to non-property owners mainly
include (i) sales office management services, the
Group bills a fixed amount for services provided on
a monthly basis and recognises as revenue in the
amount to which the Group has a right to bill and
that corresponds directly with the value of
performance completed. (ii) pre-delivery services
providing designing, construction management
planning, property inspection and pre-delivery
advices to property developers which are recognised
as revenue over time when such services are
rendered; (iii) sales agency services provided to
property developers to facilitate the selling of
properties which are recognised as revenue at a
point in time when such services are rendered; (iv)
construction site management services provided to
property developers to safeguard the construction
site which are recognised as revenue over time
when such service are rendered; and (v) consultancy
services provided to other property management
companies which are recognised as revenue when
such services are rendered and accepted by the
customer.

Community value-added services revenue mainly
include (i) income from the provision of second-
hand property transaction assistance services for
property owners, which is recognised on a net basis
when the sales or rental contracts are signed; (ii)
rental income from sub-lease of carparks and other
spaces leased from property developers recognised
on straight line basis over the lease period; (iii) sales
agency income for assisting in selling the rights of
carpark spaces owned by property developers,
which are recognised when the underlying sales
contracts are signed; and (iv) revenue from other
community convenience services recognised when
the relevant services are rendered.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.17 Revenue recognition (Continued)

If a contract contains multiple services, the transaction
price is allocated to each performance obligation based
on their relative stand-alone selling prices. If the stand-
alone selling prices are not directly observable, they are
estimated based on expected cost plus a margin or
adjusted market assessment approach, depending on the
availability of observable information.

When either party to a contract has performed, the Group
presents the contract in the balance sheet as a contract
asset or a contract liability, depending on the relationship
between the Group’s performance and the customer’s
payment.

A contract asset is the Group’s right to consideration in
exchange for services that the Group has transferred to a
customer.

If a customer pays consideration or the Group has a right
to an amount of consideration that is unconditional,
before the Group transfers services to the customer, the
Group presents the contract as a contract liability when
the payment is received or a receivable is recorded
(whichever is earlier). A contract liability is the Group’s
obligation to transfer services to a customer for which the
Group has received consideration (or an amount of
consideration is due) from the customer.

A receivable is recorded when the Group has an
unconditional right to consideration. A right to
consideration is unconditional if only the passage of time
is required before payment of that consideration is due.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.17 Revenue recognition (Continued)

Incremental costs incurred to obtain a contact, if
recoverable, are capitalised and presented as assets and
subsequently amortised when the related revenue is
recognised.

When the difference between the transfer of the promised
goods or services to customer and the payment by the
customer is considered significant and implied financing
components contained in certain contracts, the Group
adjust the transaction price for the time value of money.

2.18Interest income

Interest income on financial assets at amortised cost
calculated using the effective interest method is
recognised in the consolidated statement of
comprehensive income as “other income” (Note 8).

Interest income is presented as finance income where it is
earned from financial assets that are held for cash
management purposes, see Note 11 below.

2.19Leases

The Group leases certain properties. Rental contracts are
typically made for fixed periods of 1 to 10 years. Lease
terms are negotiated on an individual basis and contain a
wide range of different terms and conditions. The lease
agreements do not impose any covenants, but leased
assets may not be used as security for borrowing
purposes.

Leases are recognised as right-of-use assets (Note 27) and
investment properties (Note 16) and corresponding
liabilities at the date at which the leased asset is available
for use by the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.19 Leases (Continued)

Contracts may contain both lease and non-lease
components. The Group allocates the consideration in the
contract to the lease and non-lease components based on
their relative stand-alone prices.

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities include
the net present value of the following lease payments:

o fixed payments (including in-substance fixed
payments), less any lease incentives receivable,

o variable lease payment that are based on an index
or a rate,

o amounts expected to be payable by the lessee under
residual value guarantees,

o the exercise price of a purchase option if the lessee
is reasonably certain to exercise that option, and

o payments of penalties for terminating the lease, if
the lease term reflects the lessee exercising that
option.

Lease payments to be made under reasonably certain
extension options are also included in the measurement
of the liability.

The lease payments are discounted using the interest rate
implicit in the lease, if that rate can be determined, or the
Group's incremental borrowing rate.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.19 Leases (Continued)

Lease payments are allocated between principal and
finance cost. The finance cost is charged to profit or loss
over the lease period so as to produce a constant periodic
rate of interest on the remaining balance of the liability
for each period.

Right-of-use assets are measured at cost comprising the
following:

o the amount of the initial measurement of lease
liability,

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

° any initial direct costs, and

O restoration costs.

Right-of-use assets are generally depreciated over the
shorter of the asset’s useful life and the lease term on a
straight-line basis.

Payments associated with short-term leases are recognised
on a straight-line basis as an expense in the profit or loss.
Short-term leases are leases with a lease term of 12
months or less.

Rental income from operating leases where the Group is a
lessor is recognised on a straight-line basis over the lease
term. Initial direct costs incurred in obtaining an operating
lease are added to the carrying amount of the underlying
asset and recognised as expense over the lease term on
the same basis as rental income. The respective leased
assets are included in the balance sheet based on their
nature.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.20Dividend distribution

Provision is made for the amount of any dividend
declared, being appropriately authorised and no longer at
the discretion of the entity, on or before the end of the
reporting period but not distributed at the end of the
reporting period.

2.21 Government grants

Grants from the government are recognised at their fair
value where there is a reasonable assurance that the grant
will be received and the Group will comply with all
attached conditions.

Government grants relating to costs are deferred and
recognised in the consolidated statement of
comprehensive income over the period necessary to match
them with the costs that they are intended to
compensate.

2.22Investment properties

Investment properties, representing commercial properties
held under leases, are held for rental yields and are not
occupied by the Group. The Group measured its
investment properties at cost, including related transaction
costs and where applicable borrowing costs. Depreciation
is calculated using the straight-line method to allocate
their cost over their lease term typically varying from 3 to
7 years.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.23Financial guarantee contracts

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

. the amount determined in accordance with the ECL
model under HKFRS 9 Financial Instruments, and

o the amount initially recognised less, where
appropriate, the cumulative amount of income
recognised in accordance with the principles of
HKFRS 15 Revenue from Contracts with Customers.

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

2.24Inventories

Inventories are stated at the lower of cost and net
realizable value. Costs of purchased inventory are
determined after deducting rebates and discounts. Net
realizable value is the estimated selling price in the
ordinary course of business, less the estimated costs of
completion and the estimated costs necessary to make the
sale.
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FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk, credit risk and liquidity risk. The Group's
overall risk management program focuses on the
unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group’s financial
performance.

3.1.1 Market risk

() Cash flow and fair value interest rate risk

The Group is exposed to interest rate risk for
certain interest-bearing cash deposits at
banks. Cash deposits at banks at variable rates
expose the Group to cash flow interest rate
risk. As at 31 December 2022, the cash flow
interest rate risk on cash deposits at banks
was immaterial (31 December 2021: same).

3.1.2 Credit risk

The Group is exposed to credit risk in relation to its
cash deposits at banks, trade and other receivables
and financial guarantees.
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3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)

3.1.2 Credit risk (Continued)

(i)

(ii)

Risk management

For trade and other receivables, the
management of the Group has monitoring
procedures to ensure that follow-up action is
taken to recover overdue debts. In addition,
the Group reviews the ECL of these receivables
at the end of each reporting period to ensure
that adequate impairment losses are made for
irrecoverable amounts.

Impairment

The Group considers the probability of default
upon initial recognition of asset and whether
there has been a significant increase in credit
risk on an ongoing basis throughout each
reporting period. To assess whether there is a
significant increase in credit risk the Group
compares the risk of a default occurring on
the asset as at the reporting date with the risk
of default as at the date of initial recognition.
It considers available reasonable and
supportive forwarding-looking information.
Especially the following indicators are
incorporated:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

3.1.2 Credit risk (Continued)

(ii)

Impairment (Continued)

internal credit rating,
external credit rating,

actual or expected significant adverse
changes in business, financial or
economic conditions that are expected
to cause a significant change to the
debtor’s ability to meet its obligations,

actual or expected significant changes in
the operating results of individual
property owner or the debtor,

significant changes in the expected
performance and behaviour of the
debtor, including changes in the
payment status of debtors in the Group
and changes in the operating results of
the debtor.

Financial assets are written off when there is
no reasonable expectation of recovery, such as
a debtor failing to engage in a repayment plan
with the company.

The Group accounts for its credit risk by
appropriately providing for ECL on a timely
basis. In calculating the ECL rates, the Group
considers historical loss rates for each category
of receivables and adjusts for forward looking
macroeconomic data.
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3 FINANCIAL RISK MANAGEMENT (continued) 3 OD00000Oooo

3.1 Financial risk factors (Continued) 3 00000 Oooo
3.1.2 Credit risk (Continued) 3120000000
(i) Impairment (Continued) () OCoOoo
(@)  Cash deposits at banks (@ OODOOOO
The Group expects that there is no ooooao
significant credit risk associated with ooooo
cash deposits at banks since they are ooo0oo
substantially deposited at state-owned ooooao
banks and other medium or large-sized ooooo
listed banks in the PRC which are with Oo0oooo
good credit rating or good reputation. ooooao
Management does not expect that there ooooo
will be any significant losses from non- Oooooao
performance by these counterparties. ooooao
ooooao
oooaoao
opooo
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FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

3.1.2 Credit risk (Continued)

(i) Impairment (Continued)

(b)

Trade receivables

The Group applies the simplified
approach to provide for ECL prescribed
by HKFRS 9, which permits the use of
the lifetime expected loss provision for
trade receivables. For trade receivables
without remarkable different credit risk
characteristics, the Group used
judgment in making assumptions and
selecting the inputs to the ECL
calculation, based on the Group’s
historical cash collection, ageing profile
of the trade receivables, current market
conditions as well as forward looking
estimates. For trade receivables with
remarkable different credit risk
characteristics, management assessed
the ECL by applying several significant
assumptions, including the estimation of
probability of default, loss given default
and forward looking estimates based on
their knowledge about the customers
group’s credit ratings, industry
information, financial capability and
payment histories, and current market
conditions as well as forward-looking
information.

3

[ [N gy |

U00000Oooo
3 00000 0Ozoo
3420000000
() Oooo
(y ODOOOOO

goooooao
goooooo
gopoooood
goooood
goooo
ooo
od
od

O
O

O
O

od
od

Oooooog

OoODoooooo0ooooao

O
O
i ) e e e e e )

good
ooo
good
ooo
god
goo
goad
gooao
oooog
gooao
gooao
oonoog
gooo
gooo
oooaod
ooooo
goood
goooao
ooobooao
ooogoao
goooad
goooad
goooao
ooooao
goooo
a

CDCooooooobobUooooooooooogd

Oooooooooooooooo oo oDooDoDoooDooooooooOoaong

Kanggqiao Service Group Limited / Annual Report 2022
ooooooOOooooOo/OooooOoooo

149



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
W | QugEpE

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

3 FINANCIAL RISK MANAGEMENT (continued) 3 OD00000Oooo

3.1 Financial risk factors (Continued) 3 000000O0oo
3.1.2 Credit risk (Continued) 3120000000
(i) Impairment (Continued) () OCoOoo
(b)  Trade receivables (Continued) by ODODODODOmWOO

Trade receivables have been assessed for oooooon

impairment on a collective basis based ooooooog

on different credit risk characteristics. goooooo

Trade receivables are categorised as 0Oo0Doooao

follows for assessment purpose: goooooao
Oo0oOo0o0oonoano
goooooo
ooao

Group 1: Trade receivables due from oo100000

related parties oooooo

Group 2: Trade receivables due from 00200000

third parties — non-property owners 0—ooood
Ooo0oooooo
O

Group 3: Trade receivables due from oo300000

third parties — property owners 0O—0ooooo
goooooao
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3 FINANCIAL RISK MANAGEMENT (continued) 3 0D00000Ozgoo

3.1 Financial risk factors (Continued) 3 00000 0Oooo
3.1.2 Credit risk (Continued) 3120000000
(i) Impairment (Continued) () OCoOoO
(b)  Trade receivables (Continued) (b OODODOWOO
As at 31 December 2022, the provision 020220 120
for ECL allowance on the trade 31000000
receivables was determined as follows. ooodoooaod
The ECL below also incorporated ooooooao
forward looking information. Oo0oooooao

gooooobog

Total
oo
Trade receivables (Group 1) O00O0ooooo10
Gross carrying amount (RMB’000) ooomoooooo 264,844
Expected loss rate ooooo 10.31%
Loss allowance provision (RMB’000) o0oooooDooog 27,298

Upto 1to 2to 3to Over
Tyear 2years 3years Adyears  4years Total

1000 1020 2030 3040 4000 oo
Trade receivables (Group 2) 0o0o0monao
Gross carrying amount (RMB'000) gofmooooona 97,25 24,17 3,669 148 70 125314
Expected loss rate oocoo 389% 17.59%  33.01% 100.00% 100.00%
Loss allowance provision (RMB'000) goooomoooooo 3,780 4251 1211 148 70 9,460
Trade receivables (Group 3) 000000030
Gross carrying amount (RMB'000) goomoooooo 66,453 19,466 8,000 3,161 3318 100,398
Expected loss rate ooooo 6.52% 13.64% 2143%  3825%  79.60%
Loss allowance provision (RMB'000) goooomoooooo 4,336 2,655 1,114 1,209 2641 12,555
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3 FINANCIAL RISK MANAGEMENT (continued) 3 OD00000Oooo

3.1 Financial risk factors (Continued) 3 00000 0Oooo
3.1.2 Credit risk (Continued) 3120000000
(i) Impairment (Continued) () OCoOoo
(b)  Trade receivables (Continued) by ODODODODOmWOO
As at 31 December 2021, the provision 0020210 120
for ECL allowance on the trade 31000000
receivables was determined as follows. ooooooaod
The ECL below also incorporated ooooooao
forward looking information ooooooao

gooooobooo

Total
00
Trade receivables (Group 1) O00ooOoooo10
Gross carrying amount (RMB’000) ooooo 189,168
Expected loss rate odo0moooooo 1.71%
Loss allowance provision (RMB’'000) O0ooomooooog 3,236

Upto Tt 210 3to Over
Tyear — 2years  3years  Adyears  4years Total
1000 1020 2030 3040 4000 oo

Trade receivables (Group 2) 00000mOOn2o

Gross carrying amount (RMB'000) go0mooooona 52,766 9,019 33 70 - 62178
Expected loss rate ooooo 201%  10.15%  37.15% 100.00% 100.00%

Loss allowance provision (RMB'000) 0ooo0moooooo 1,063 915 120 70 - 2168
Trade receivables (Group 3) 000000030

(Gross carrying amount (RMB'000) ooomoooooo 41,718 15368 6,330 3578 2685 69,679
Expected loss rate ooooo 559%  12.16%  1861% 29.82%  81.30%

Loss allowance provision (RMB'000) O0oooomoooooo 233 188 1178 1067 2183 8629
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FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

3.1.2 Credit risk (Continued)

(ii)

Impairment (Continued)

(0

Other receivables and financial
guarantees

Impairment on other receivables and
financial guarantees are measured as
either 12-month ECL or lifetime ECL,
depending on whether there has been a
significant increase in credit risk since
initial recognition. The Group applied
the general "3 stage model” to measure
the ECL of other receivables and
financial guarantees.

For other receivables in groups, the
management assessed the ECL by
applying several significant assumptions,
including the estimation of probability
of default, loss given default and
forward looking estimates based on
their knowledge about the customers
group’s credit ratings, industry
information, financial capability and
payment histories, and current market
conditions as well as forward-looking
information.
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3 FINANCIAL RISK MANAGEMENT (continued) 3 OD00000Oooo

3.1 Financial risk factors (Continued) 3 00000 Oooo
3.1.2 Credit risk (Continued) 3120000000
(i) Impairment (Continued) () OCoOoo

(0 Other receivables and financial © OOoooooo

guarantees (Continued) ooowoo
The management evaluated the ooooooog
distribution of expected cash flows of Oo00ooao
the financial guarantees under multiple goooooao
scenarios based on experience of ooooooo
historical credit loss, current situations ooooooao
and forecasts of future conditions of ooooooo
contract counterparties, and made ooooooao
corresponding provision for ECL oo0ooooo
allowance by applying several significant ooooooo
assumptions, including the cancelation O0OO0OD0OOECL
or settlement of the financial guarantees goooooo
and their related probabilities which are ooooooao
the major consideration to determine ooooooog
the exposures at default, the expected ooooooog
loss rates and the related probability ooooooao
weight under different scenarios. Ooooooao
Ooo00O0o0oaoao
goooooo

gooooobooo
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FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

3.1.2 Credit risk (Continued)

(ii)

Impairment (Continued)

(0)

Other receivables and financial
guarantees (Continued)

A summary of the assumptions
underpinning the Group’s ECL model
for other receivables and financial

3

D0 ddddooo

3 DO00OO0OOOooo

3120000000

() oOoooo

(© ODOoOooooo
oooooo

goooooao
goooooo
goooooao

guarantees is as follows:

goboooobo

Basis for recognition of loss

Category Group definition of category allowance provision
od oooooono ooooooooooooag
Performing Customers/counterparties 12 months expected losses.
("Stage 1") have a low risk of Where the expected lifetime of
default and a strong an asset is less than 12 months,
capacity to meet expected losses are measured at
contractual cash flows its expected lifetime
("12 months ECL method”)
goood oooooooooooo O0000O00O0O0O0OO0O0O0O
Mmo100mm dooooooooooo oo0ood1rR00000O00O0O0O

Underperforming
("Stage 2")

gooo
oo200M0

Non-performing

Receivables and financial
guarantees for which there
is a significant increase
in credit risk; as significant
increase in credit risk is
presumed if relevant interest
and/or principal repayments
are 30 days past due

oooooooOobooooo
0gooooooooson
doooooobooon
goooooooooon

Interest and/or principal

("Stage 3") repayments are 90 days
past due
goood gooo0oooooooon
M o0300Mm

ooboooboobooboo
1200000000000

Lifetime expected losses

gooooo

Lifetime expected losses

gooooo
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3 FINANCIAL RISK MANAGEMENT (continued) 3 OD00000Oooo

3.1 Financial risk factors (Continued) 3 00000 0Oooo
3.1.2 Credit risk (Continued) 3120000000
(i) Impairment (Continued) () OCoOoo
(0 Other receivables and financial (0O ODOOOoooo
guarantees (Continued) ooomoo
On that basis, as at 31 December 2022 oooooood
and 2021, the provisions for ECL 20220 0 20210
allowance on other receivables from 120310000
related parties and third parties were ooooooo
determined as below, which has ooooooaod
incorporated forward looking Oooooog
information. ooooooa
Ooo0oooooo
oo
Non-
Performing  performing Total
oooo oooo aoa
Related parties ooo

As at 31 December 2022 020220 120 310

Gross carrying amount oooo

(RMB'000) ooooooo 121,460 - 121,460
Expected loss rate ooooo 10.10% -
Loss allowance provision gooooo

(RMB’000) gooooon 12,265 - 12,265
As at 31 December 2021 0020210 120 310
Gross carrying amount oooa

(RMB'000) gooooon 74,837 = 74,837
Expected loss rate oooono 1.60% -
Loss allowance provision gooooo

(RMB'000) gooooon 1,197 = 1,197
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FINANCIAL RISK MANAGEMENT (continued) 3

3.1 Financial risk factors (Continued)

3.1.2 Credit risk (Continued)

(i) Impairment (Continued)

(0

[ [N gy |

D0 ddddooo

3 DO00OO0OOOooo

3120000000

() oOrooo
Other receivables and financial (0 0000000
guarantees (Continued) ooomoo
Non-
Performing  performing Total
oooo oooa o0
Third parties ooo
As at 31 December 2022 [0 20220 120 310
Gross carrying amount ogooo
(RMB'000) gooooon 48,773 801 49,574
Expected loss rate ooooo 0.70% 100.00%
Loss allowance provision goooooo
(RMB'000) gooooon 342 801 1,143
As at 31 December 2021 [0 0 20210 120 310
Gross carrying amount oooo
(RMB'000) oopooooo 39,139 801 39,940
Expected loss rate oooon 0.11% 100.00%
Loss allowance provision oooooo
(RMB'000) gooooon 42 801 843
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

3 FINANCIAL RISK MANAGEMENT (continued) 3 OD00000Oooo

3.1 Financial risk factors (Continued)
3.1.2 Credit risk (Continued)

(i) Impairment (Continued)

3 DO00OO0OQOOooo

3120000000

(i)

(c)  Other receivables and financial guarantees

(Continued)

As at 31 December 2022, the provision

for ECL allowance on financial

guarantees was determined as follows.

oojono

(0 ODoOooooo

ooooooo

020220 120
3100 ocogao
goooooao
gooog

Under- Non-
performing performing Total
oooo oooo ao
Financial guarantees oooo
As at 31 December 2022 020220 120 310
Gross carrying amount (RMB'000) go0DMmooDooDn 580,508 28,224 608,732
Expected loss rate ooooo 0.19% -
Loss allowance provision (RMB'000) OO000DOO0OOOO 1,088 - 1,088

Detailed information about the financial

guarantees is set out in Note 31.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)

3.1.2 Credit risk (Continued)

(ii)

Impairment (Continued)

(d)

As at 31 December 2022, the provision
for ECL allowance on trade and other
receivables and financial guarantees
reconciles to the opening loss allowance
for that provision as follows:

[ [N gy |

3 0O00000Oooo

3 DO00OO0OOOooo

3120000000

() oOoooo

(d 020220120
3100 cogao
goooooao
goooooao
goooooo
goooooao

gobooog

Trade Other  Financial
receivables receivables guarantees Total
o0 o0

oooo oooo oooo o0

RMB'000  RMB'000  RMB'000  RMB'000

ooodo 0ooooo oboboobo ooooo

Asat 1 January 2022 0202201010 14,033 2,040 - 16,073

Charged to profit or loss ooooomonoO 35,280 11,368 1,088 47,736

As at 31 December 2022 [0 20220 120 310 49,313 13,408 1,088 63,809

As at 1 January 2021 0202101010 6,945 2,586 = 9,531
Charged /(credited) to oooo

profit or loss 7,088 (546) - 6,542

As at 31 December 2021 020210120 310 14,033 2,040 - 16,073
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)

3.1.2 Credit risk (Continued)

(i) Impairment (Continued)

(d)

(Continued)

The directors are of the view that the
industrial characteristic factors with
regard to trade and other receivables
collection and financial guarantees
cancelation or settlement have been
taken into accounts in the assessment
on the ECL rate throughout the year
ended 31 December 2022 (2021: same).

As at 31 December 2022, the carrying
amounts of cash deposits at banks,
trade and other receivables and financial
guarantees of RMB1,565,611,000
represented the Group’s maximum
exposure to credit losses.
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WA\ (A
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3 FINANCIAL RISK MANAGEMENT (continued) 3 OD00000Oooo

3.1 Financial risk factors (Continued) 31 00000 Oooo
3.1.3 Liquidity risk 31300000
To manage the liquidity risk, the Group monitors ooooooooooon
and maintains a level of cash and cash equivalents oo0D0DOoooooooog
deemed adequate by the management to finance gooooooooooo
the Group's operations and mitigate the effects of ooooooooooon
fluctuations in cash flows. Oo00ooO0ooooooo
ooooooooo
The table below analyses the Group’s financial 0o0o0o0o0ooooooo
liabilities into relevant maturity grouping based on 0O0o0ooooooooon
the remaining period at the end of each reporting oooooooooooo
period to the contractual maturity date. The oo0oooooooooog
amounts disclosed in the table are the contractual oodooooooood
undiscounted cash flows.

Total

Less than Between Between contractual

1year 1and2years 2and5years  Over5years cash flows

gooo

1000 100 20 20050 5000 gooo

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

goooo ooooo goooo goooo ooooo

As at 31 December 2022 [ 20220 120 310

Financial liabilities oooo
Lease liabilities (including 000D
interest payments) 0ooooooo 7,289 1,852 1,235 - 10,376

Trade and other payables 000000000
(excluding accrued payroll DO ODOOO0O
and other tax payables) oooooooo 230,408 6,062 191 - 236,661

237,697 7,914 1,426 - 247,037

As at 31 December 2021 [ 20210 120 310

Financial liabilities oooo
Lease liabilities (including 0000
interest payments) goooooooo 5,143 2,127 2,812 = 10,082

Trade and other payables 000000000
(excluding accrued payroll OO OOOO0O0O

and other tax payables) oooooooo 192,079 18 6,140 191 198,428
197,222 2,145 8,952 191 208,510
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

3

FINANCIAL RISK MANAGEMENT (Continued)

3.2 Capital management

The Group's objectives when managing capital are to
safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders and
benefits for other stakeholders and to maintain an optimal
capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to
shareholders, issue new shares or sell assets to reduce
debt.

The Group monitors capital on the basis of the asset-
liability ratio. This ratio is calculated as total liabilities
divided by total assets.

As at 31 December 2022 and 2021 asset-liability ratio of
the Group was as follows:

3

O0ddddooo

3.2 0000

gobooooboooooboa
ooooOo0oooooooboOoa
ooooboooooboooo
gbooobbooooobooao
oooooo

ooobooooobOooboOooad
ooboooooboboooobo
ooooboooooboooo
oo

oooboooobobooooooo
oooOboobOoooobooao
oooobOoooDoon

0202200 20210 120 31000
oooooooobooog

As at 31 December

0120 310
2022 2021
20220 20210
Asset-liability ratio oooood 35% 38%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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FINANCIAL RISK MANAGEMENT (Continued)

3.3 Fair value estimation

(a)

Fair value hierarchy

This section explains the judgements and estimates
made in determining the fair values of the financial
instruments that are recognised and measured at
fair value in the financial statements. To provide an
indication about the reliability of the inputs used in
determining fair value, the Group has classified its
financial instruments into the three levels prescribed
under the accounting standards. An explanation of
each level follows underneath the table.

3

D0 ddddooo

3.3 00000

(2 0OOOO

gooooooboobooo
gboobooboooao
gbooboooboooo
gooboooooboooboo
gboobooboooao
gooooooobooDbod
gooooooboobooo
gbooooooobobo
goooo

As at 31 December

00120 310
2022 2021
20220 20210
RMB’000 RMB’000
ogoooo ooooo
Level 3 030
Financial assets at fair values Ooooooooooooo
through profit or loss
(“Financial assets at FVPL")
Wealth management products oood 43,094 21,018

The fair value of financial instruments that are not
traded in an active market is determined by using
valuation techniques.

gbooboooboooao
goooooobooooo
ooo
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 0OOOOO

3 FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (Continued)

(a)

Fair value hierarchy (Continued)

The different levels have been defined as follows:

Level 1: The fair value of financial instruments
traded in active markets (such as publicly traded
derivatives, and equity securities) is based on quoted
market prices at the end of the reporting period.
The quoted market price used for financial assets
held by the Group is the current bid price. These
instruments are included in level 1.

Level 2: The fair value of financial instruments that
are not traded in an active market (for example,
over-the-counter derivatives) is determined using
valuation techniques which maximise the use of
observable market data and rely as little as possible
on entity-specific estimates. If all significant inputs
required to fair value an instrument are observable,
the instrument is included in level 2.

Level 3: If one or more of the significant inputs is
not based on observable market data, the
instrument is included in level 3. This is the case for
wealth management products.

The Group’s financial assets at FVPL represented
wealth management products, fair value of which
are estimated based on unobservable inputs (level
3).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3 FINANCIAL RISK MANAGEMENT (continued) 3 OD00000Oooo

3.3 Fair value estimation (Continued) 33 00000000

(b) The following table presents the movement in level (b) O ODOO0ODO?20220120
3 instruments for the years ended 31 December 310 020210 120 310 O

2022 and 2021. gooooooooooao
Wealth

management

products

oooao

RMB’'000

ogoooo

Opening balance at 1 January 2021 020210101000000 =
Acquisitions o0 82,400
Gains for the year recognised in profitorloss 00000000000 380
Disposals oo (61,762)
Closing balance at 31 December 2021 0 202101203000000 21,018
Opening balance at 1 January 2022 020220101000000 21,018
Acquisitions 00 186,800
Gains for the year recognised in profitorloss OO0 OO0O0OOOO00O0O 1,001
Disposals ogd (165,725)
Closing balance at 31 December 2022 20220 120300000 43,094
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Al [|4SREEE | [ []

3.3 Fair value estimation (Continued)

FINANCIAL RISK MANAGEMENT (Continued)

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

3 0dO0000Oooo

33 000000oO

(o) Quantitative information about fair value (0 D0D0ODODDODODOOOCOOd

measurements using significant unobservable inputs

(Level 3) is as follow:

Unobservable input

oooooDooD oooo

Valuation technique(s)

oooooOoo30000
goooog

Financial assets at FVPL Range of unobservable inputs

gooooooD
goooo ooddooOooooo
As at 31 December
0120 310
2022 2021
20220 20210

Expected interest rate per
annum
goooo goooo

Discounted cash flow

Wealth management 1.30%-3.63% 2.65%-3.34%
products

oooo

Relationship of unobservable inputs to fair value:
the higher of expected rate of return, the higher the
fair value.

The Group manages the valuation of level 3
instruments for financial reporting purpose on a
case-by-case basis. At least twice every year, the
Group would assess the fair value of the Group's
level 3 instruments by using valuation techniques.

If the fair values of the financial assets at FVPL held
by the Group had been 5% higher/lower, the profit
before income tax for the year ended 31 December
2022 would have been approximately
RMB2,300,000 higher/lower (2021: RMB1,051,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year are addressed below.

(a) ECL of trade and other receivables and
financial guarantees

For trade receivables without remarkable different credit
risk characteristics, the Group used judgment in making
assumptions and selecting the inputs to the ECL
calculation, based on the Group’s historical cash
collection, ageing profile of the trade receivables, current
market conditions as well as forward looking estimates.

For trade receivables with remarkable different credit risk
characteristics and other receivables in groups,
management assessed the ECL by applying several
significant assumptions, including the estimation of
probability of default, loss given default and forward
looking estimates based on their knowledge about the
customers group’s credit ratings, industry information,
financial capability and payment histories, and current
market conditions as well as forward-looking information.

[ [N gy |
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(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

4  CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(a) ECL of trade and other receivables and

financial guarantees (Continued)

For financial guarantees, the management evaluated the
distribution of expected cash flows of the financial
guarantees under multiple scenarios based on experience
of historical credit loss, current situations and forecasts of
future conditions of contract counterparties, and made
corresponding provision for ECL allowance by applying
several significant assumptions, including the cancelation
or settlement of the financial guarantees and their related
probabilities which are the major consideration to
determine the exposures at default, the expected loss
rates and the related probability weight under different
scenarios.

Where the expectation is different from the original
estimate, such difference will impact the carrying amount
of trade and other receivables and financial guarantees
and ECL in the periods in which such estimate has been
changed.

Detailed information about the judgements and estimates
made by the Group in the above areas is set out in Note
3.1.2.
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4  CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(b) Current and deferred income tax

(9]

The Group is subject to corporate income taxes in the
PRC. Judgement is required in determining the amount of
the provision for taxation and the timing of payment of
the related taxations. There are many transactions and
calculations for which the ultimate tax determination is
uncertain during the ordinary course of business. Where
the final tax outcome of these matters is different from
the amounts that were initially recorded, such differences
will impact the income tax and deferred income tax
provisions in the period in which such determination is
made.

Deferred income tax assets relating to certain temporary
differences and tax losses are recognised when
management considers to be probable that future taxable
profit will be available against which the temporary
differences or tax losses can be utilised. The outcome of
their actual utilisation may be different.

Estimated impairment of goodwiill

The Group tests whether goodwill has suffered any
impairment annually, or more frequently if events or
changes in circumstances predict that goodwill may be
impaired, in accordance with the accounting policy stated
in Note 2.8, where the recoverable amounts of the cash
generating unit (“CGU") is determined based on value-in-
use ("VIU") calculations. These calculations require the
use of estimates. Details of impairment assessment, key
assumptions and impact of possible changes in key
assumptions are disclosed in Note 17.

4 OUUO0OLDOO0O0O0OUooo

(b) OODOODODO

(c)
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5

SEGMENT INFORMATION

Management has determined the operating segments based on
the reports reviewed by CODM. The CODM, who is responsible
for allocating resources and assessing performance of the
operating segment, has been identified as the executive
directors of the Company.

The Group is principally engaged in provision of property
management services, related value-added services and city
services in the PRC. Management reviews the operating results
of the business as a single reporting segment as the nature of
services, the type of customers for services, the method used to
provide their services and the nature of regulatory environment
is same in different regions.

During the year ended 31 December 2022, all the segments are
domiciled in the PRC and all the revenue were derived in the
PRC (2021: same).

As at 31 December 2022, substantially all assets of the Group
were located in the PRC (31 December 2021: same).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

REVENUE

Revenue mainly comprises of proceeds from property

management services, related value-added services and city

services. An analysis of the Group’s revenue by category is as

follows:

[ [N gy |

6 OO

goooOoOoOoooooOooooon
gboboooooooboooooooo

gobooboobon

Year ended 31 December
00120310000

2022 2021
20220 20210
RMB’000 RMB’000
goood goooo
Property management services gooooad 480,918 350,767

Value-added services to non-property ooooooo
owners 151,527 311,935
Community value-added services oooood 133,970 120,865
City services oooo 26,505 -
792,920 783,567

Timing of revenue recognition oooood

— QOver time —ooo 658,920 524,283
— At a point in time —Qooo 134,000 259,284
792,920 783,567

For the year ended 31 December 2022, revenue from entities
controlled by Mr. Song contributed 13.9% (2021: 32.7%) of
the Group’s revenue. Other than entities controlled by Mr.

Song, none of the Group’s customers contributed 10% or more

of the Group’s revenue during the year ended 31 December

2022 (2021: same).

0020220120310 0000000
gooooOoOoO0oOO0o0oooooon
13.9%120210032.7% 0 0 20220
12031000000000000000
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6 REVENUE (continued) 6 UUOooo
(@) Contract liabilities (@) 0000
The Group has recognised the following revenue-related 0ood0D0ooooooooooo
contract liabilities: oooo

As at 31 December
00120310000

2022 2021
20220 20210
RMB’'000 RMB’000

goooo ooogoo

Contract liabilities oooo
— Property management services —OoOooood 103,596 136,458
— Value-added services to non-property — O OO0 00O O
owners 728 3,392
— Community value-added services —O0ooooo 5,728 6,953
110,052 146,803
(i) Changes in contract liabilities (i) Cooooog
Contract liabilities of the Group mainly arise from oooooooooood
the advance payments made by customers while the 00oooooooooon
underlying services are yet to be provided. oopooooo
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6 REVENUE (Continued)

(a) Contract liabilities (Continued)

(i)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

[ [N gy |

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

Revenue recognised in relation to contract
liabilities

The following table shows how much of the revenue
recognised in the current reporting period relates to
carried-forward contract liabilities.

6 UOUooo

() DO0UOOooo

(i) OO000O0O0OO0OOoOoO

gboobooboooao
goboobooboooo

Year ended 31 December
00120 310000

2022 2021
20220 20210
RMB’000 RMB’000

gooono gooon

Revenue recognised that was OO0DO0DoDoooood
included in the balance of oooooo
contract liabilities at the
beginning of the year

Property management services oooooo 127,679 100,379

Value-added services to ooooooo
non-property owners 3,392 812
Community value-added services oooooog 6,953 7,125
138,024 108,316
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6 REVENUE (Continued)

(a) Contract liabilities (Continued)

(iii)

(iv)

Unsatisfied performance obligations

For property management services and value-added
services to non-property owners whose revenue are
recognised in the amount that equals to the right to
invoice which corresponds directly with the value to
the customer of the Group’s performance to date,
on a monthly basis or settlement cycle. The Group
has elected the practical expedient for not to
disclose the remaining performance obligations for
these types of contracts. The majority of the
property management services contracts do not
have a fixed term. The term of the contracts with
non-property owners is generally set to expire when
the counterparties notify the Group that the services
are no longer required.

For community value-added services, they are
rendered in short period of time, which is generally
less than a year, and the Group has elected the
practical expedient for not to disclose the remaining
performance obligations for these types of
contracts.

Assets recognised from incremental costs to
obtain a contract

During the year ended 31 December 2022, there
was no significant incremental costs to obtain a
contract (2021: same).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

7 EXPENSES BY NATURE

[ [N gy |

/7 doooboood

Year ended 31 December
00120 310000

2022 2021
20220 20210
RMB’000 RMB’000

gooono gooon

Employee benefit expenses (Note 10) O0o0Oo0O0O0oomon 100 177,305 191,931
Sales agency service costs gooooooao 47,981 87,670
Security service costs ooooogo 107,963 98,208
Greening and cleaning expenses goooooo 128,602 90,824
Maintenance and customer service costs goopooobooo 62,042 56,883
Utilities ooo 33,315 24,524
Listing expenses gooo - 14,019
Cost of goods sold gooooog 23,921 24,148
Decoration business cost ooooogo 18,780 6,854
Office expenses ood 14,877 13,272
Travelling and entertainment expenses oooooo 6,690 7,352
Auditor’s remuneration ooooo
— Audit services —Qoooo 1,868 1,700
— Non-audit services —Qooooo 1,038 1,200
Depreciation of property and equipment 00000o0o0Odoo150

(Note 15) 3,505 2,242
Depreciation of right-of-use assets (Note 27) DO O0OO0 OO OO 270 1,624 1,104
Depreciation of investment properties 00Doo0oomoo1eO

(Note 16) 1,812 1,812
Amortisation of intangible assets (Note 17) OOO0OOO0OD0O0O 170 3,391 1,594
Rental expenses related to short term oodooooooooo

leases (Note 27) Ooono270 847 656
Others 0o 31,946 30,766

667,507 656,759
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
W | QugEpE

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

8 OTHER INCOME 8§ LOogno

Year ended 31 December
00120310000

2022 2021
20220 20210
RMB’000 RMB’000

gooono gooon

Interest income from loans to related o0o0DoDoooooooo
parties (Note 32(b)) 000 32(b)O - 4,088
Interest income from loans to third parties DO O0O0O0O0O0O0O0O0O 372 539
Super deduction of value-added tax ooooooon 2,576 2,583
Government grants (Note (a)) 0o oo (@d 6,319 1,055
Others oo 396 229
9,663 8,494
(@  Government grants mainly consisted of financial support (@) ODOOODOOOOCOOOOODOO
funds granted by the local governments with no Dod00oooooooooo
unfulfilled condition. oo
9 OTHER LOSSES — NET 9 oo —oo
Year ended 31 December
00120310000
2022 2021
202211 20210
RMB’000 RMB’000
goooad ogooood
(Losses)/gains on disposal of property, ooooooooooo
plant and equipment O0omaoo (39) 8
Net foreign exchange losses oooooo (9,599) (2,312)
Net fair value gains on financial assets Ooooooocoooood
at fair value through profit or loss D000O0Oooo 3.3(b)O
(Note 3.3(b)) 1,001 380
Others oo (932) -

(9.569) (1,924)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

10 EMPLOYEE BENEFIT EXPENSES

[ [N gy |

10 000onon

Year ended 31 December
00120 310000

2022 2021
20220 20210
RMB’000 RMB’000

gooono gooon

Wages, salaries and bonuses oooooooa 144,468 162,175

Contribution to pension scheme expenses O OO0OOO00 00O O (a)d
(Note (a)) 13,958 13,007
Other employee benefits (Note (b)) J0ooodoo (b)o 18,879 16,749
177,305 191,931

(a) Employees in the Group’s PRC subsidiaries are required to
participate in a defined contribution retirement scheme
administrated and operated by the local municipal
government. The Group’s PRC subsidiaries contribute
funds which are calculated on certain percentage of the
average employee salary as agreed by local municipal
government to the scheme to fund the retirement benefits

of the employees.

(b) Other employee benefits mainly include housing benefits
and other social insurance, festival welfare, employee

medical check and catering expenses.

() CoDOoDODOOOOOOOO
000oO0O0oO0O0O0OOOOoOOOO
O0O0O0000D00O0OO0OOOOO
000o0o0O00ooooOoooo
0oO0oo0o0oO0O0o0o0oO0OOoOOO
0000000000 OOOOO
ooooo

(b) CooDooDOoDDOOOOOOOO
000000000000 OoDO
oooooD
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
W | QugEpE

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

10 EMPLOYEE BENEFIT EXPENSES (Continued) 10 O0000000oo
(c) Five highest paid individuals (0 DOOOOOOO
The five individuals whose emoluments were the highest 0 020220 020210 120 310
in the Group included three directors for the years ended Do0o0000oooooooooo
31 December 2022 and 2021. The emoluments payable 000000000000 2022
to the remaining two individuals during the years ended 0020210120 31000000
31 December 2022 and 2021 were as follows: Ddo0o000DOoooOooooo

Year ended 31 December
00120310000

2022 2021
20220 20210
RMB’'000 RMB’000

goooo ooogoo

Wages, salaries and bonuses ooooooog 1,352 1,469
Contribution to pension scheme expenses O OO0 OO OOO O 60 49
Other employee benefits oooood 104 91

1,516 1,609
The emoluments fell within the following bands: Jooooooooo

Number of individuals
oo
Year ended 31 December
00120310000

2022 2021
20220 20210
Emolument bands (in HK$) Oomoooo
HK$500,001-HK$ 1,000,000 0 O $500,001-0 0 $1,000,000 2 2
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(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

11 FINANCE INCOME/COSTS) — NET "M ooobmooo—od

Year ended 31 December
00120310000

2022 2021
20220 20210
RMB’000 RMB’000

gooono gooon

Finance income ooog
Interest income on bank deposits ooooooooo 5,294 1,472
Finance costs oooad
Interest expenses oooo (1,077) (8,395)
Finance income/(costs) — net ooomooo—oo 4,217 (6,923)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
W | QugEpE

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 0OOOOO

12 SUBSIDIARIES 12 0000
Particulars of the principal subsidiaries of the Group as at 31 0000202200 202101203100
December 2022 and 2021 are set out as below. 0oooooooooooo
Place and date Registered/ Principal Attributable equity
of incorporation/ issued and activities and interest of the Group
Company name establishment  paid-up capital place of operation as at 31 December
ooooo oooooo 0120 310
oooo ooooooo ooooo goooooooon gooooo
2022 2021
20220 20210
Directly owned:
ooooo
Kanggiaoyue Service Holdings Limited* BV, US$50,000/ Investment holding 100% 100%
15 October 2020 US$50,000 in the BVI
oooooooon* oooooooo 50,0000 00 ooooooono 100% 100%
20200 100 150 50,0000 0 oooo
Friend Holdings Limited BV, Us$1/ Investment holding 100% 100%
("Friend Holdings") * 6 March 2020 US$1 in the BVI
oooooooon* gooooood 1000 ooooocoo 100% 100%
202000 30 160 100 oooo
Indirectly owned:
ooooo
Keanda Holdings Limited Hong Kong, HK$1/ Investment holding 100% 100%
("Keanda Holdings") * 11 May 2020 HK$1 in Hong Kong
ooooooOooooimex oo 1000 ooooooo 100% 100%
20200 50 11O 100
Hong Kong Kanggiao Service Hong Kong, HK$100/ Investment holding 100% 100%
Group Limited* 6 November 2020 HK$100 in Hong Kong
oooooooooooonox oo o0c0d ooooooo 100% 100%
20200 110 60 10000
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(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

12 SUBSIDIARIES (continued) 12 D000Ogoo
Place and date Registered/ Principal Attributable equity
of incorporation/ issued and activities and interest of the Group
Company name establishment  paid-up capital place of operation as at 31 December
ooooo oooooo 0120 310
oooo ooooocod ooooo goooooooo gooooo
2022 2021
2022 20210
Kanggiao Yueshenghuo Service PRC,  RMB10,000,000/ Investment holding 100% 100%
Group Co., Ltd. 1 December 2020 Nil in Henan
("Henan Kanggiao Yueshenghuo”) *
oooboooooooooooo oo oocd ooooooo 100% 100%
moooooooor 20200 12010 10,000,0000 0
0
Kanggiao Yueshenghuo Service Group The PRC,  RMB507,631,579/  Property Management 100% 100%
Co., Ltd. (“Kanggiao Yueshenghuo") ** 31 August 2007 RMB405,457,514 Services in Henan
goooooooooooo oo oocd goooooooo 100% 100%
Mooooook 20070 80310  507,631,5790 0
ooo
405,457,5140
Henan Kangjia Junpinle Catering The PRC, RMB1,000,000/ Catering Service 100% 100%
Service Co., Ltd. *** 17 May 2017 RMB900,000 in Henan
U0000O0O00D0DOO0O00O **= oo ood oooooooo 100% 100%
2017050 170 1,000,0000 0
00 0 900,0000
Henan Kanggiao Jiahe Property The PRC, RMB3,000,000/  Property Management 60% 60%
Service Co., Ltd. *** 25 December 2017 RMB500,000 Services in Henan
0000000 00DOO00 **= oo ood goooooooo 60% 60%

20170120 250 3,000,0000 O
0005000000
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12 SUBSIDIARIES (continued)

12 00 U0O0Oooo

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
W | QugEpE

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

Place and date Registered/ Principal Attributable equity
of incorporation/ issued and activities and interest of the Group
Company name establishment  paid-up capital place of operation as at 31 December
goooo goooon 0120 310
oooo goooood ooooo goooooooo oooooo
2022 2021
2022 20210
Henan Yuxi Real Estate Marketing The PRC,  RMB10,000,000/  Real Estate Marketing 100% 100%
Planning Co., Ltd. *** 14 March 2018 Nil Planning in Henan
0000000000000 0O0 *** oo oo gooooo 100% 100%
20180 30 140 10,000,0000 00 oooo
d
Henan Kanggiao Zhufu Property The PRC, RMB5,000,000/  Property Management 60% 60%
Service Co., Ltd. *** 2 September 2019 Nil Services in Henan
00000000000 O00 *** oo oo ooooo 60% 60%
2019090 20 5,000,0000 0 oooo
d
Henan Kangyun Youxuan Business The PRC,  RMB5,000,000/Nil Commodity Sales 100% 100%
Management Co., Ltd. *** 24 September 2019 Services in Henan
00000000000 O00 *** oo oo ooooooo 100% 100%
20190 90 240 5,000,0000 0 oooo
d
Luohe Suhe Property Service Co., Ltd. *** The PRC, RMB1,100,000/  Property Management 51% 51%
22 November 2013 RMB1,100,000 Services in Henan
0000000000000 *** oo oo goooooooon 51% 51%
20130110 220 1,100,0000 0
oo
1,100,0000
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(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

12 SUBSIDIARIES (continued) 12 000 Uooo

Place and date Registered/ Principal Attributable equity
of incorporation/ issued and activities and interest of the Group
Company name establishment  paid-up capital place of operation as at 31 December
ooooo ooooono 0120 310
oooo goooood ooooo goooooooo gooooo
2022 2021
2022 20210
Puyang Junyang Property The PRC, RMB2,000,000/  Property Management 70% 70%
Service Co., Ltd. *** 13 November 2015 RMB40,000 Services in Henan
0000000000000 *** ood oocod goooooooo 70% 70%
20150 110130 2,000,0000 0
000 40,0000
Henan Kanggjiao Taichen Property The PRC, RMB5,000,000/  Property Management 100% 100%
Management Co., Ltd. *** 24 September 2019 Nil Services in Henan
O0000O0O0000CO00 **= ood oocod goooooooo 100% 100%
20190 90 240 5,000,0000 0
g
Henan Kanggjiao Yuejin Property The PRC, RMB1,000,000/  Property Management 70% 70%
Service Co., Ltd. *** 10 June 2020 RMB1,000,000 Services in Henan
O0000O0O0000CO00 **= ood oood goooooooo 70% 70%
20200 60 100 1,000,0000 0
ood
1,000,00000
Henan Kanggiao Property The PRC,  RMB10,000,000/  Property Management 100% 100%
Service Co., Ltd. *** 28 July 2020 Nil Services in Henan
000000000000 *** oo ooo ooooo 100% 100%
20200 70 280 10,000,0000 0 oooo
d
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12 SUBSIDIARIES (continued)

12 00 U0O0Oooo

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
W | QugEpE

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

Place and date Registered/ Principal Attributable equity
of incorporation/ issued and activities and interest of the Group
Company name establishment  paid-up capital place of operation as at 31 December
ooooo oooooo 0120 310
oooo goooooo ooooo goooooooon gooooo
2022 2021
20220 20210
Henan Yuequ Internet The PRC,  RMB10,000,000/ Technology 100% 100%
Technology Co., Ltd. *** 29 July 2020 Nil Development Services
in Henan
000000000000 *** ood oo gooooo 100% 100%
20200 70 290 10,000,0000 O oooo
g
Henan Kanggiao Zhuyou Property The PRC, RMB3,000,000/  Property Management 67% 67%
Services Co., Ltd. *** 26 August 2020 RMB3,000,000 Services in Henan
00000000000 O00 **= ood oo ooooo 67% 67%
20200 80 260 3,000,0000 0 oooo
oo
3,000,0000
Hebi Kanggiao Property The PRC, RMB5,000,000/  Property Management 51% 51%
Service Co., Ltd. *** 9 September 2020 RMB2,000,000 Services in Henan
0000000000000 *** oo gooo ooooo 51% 51%
2020090 90 5,000,0000 0 oooo
oo
2,000,0000
Zhejiang Lansheng Property Service The PRC,  RMB12,000,000/  Property Management 51% 51%
Co., Ltd. (“Zhejiang Lansheng”) *** 7 February 2012 RMB5,000,000 Services in Zhejiang
oooooooooooo ood oo goooo 51% 51%
MOoO0ooox= 201202070 12,000,0000 0 oooo
gooo
5,000,0000
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(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

12 SUBSIDIARIES (continued) 12 D000Ogoo
Place and date Registered/ Principal Attributable equity
of incorporation/ issued and activities and interest of the Group
Company name establishment  paid-up capital place of operation as at 31 December
goooo goooon 0120 310
oooo goooood ooooo goooooooo gooooo
2022 2021
2022 20210
Zhengzhou Kanggiao Guotou The PRC, RMB8,580,000/  Property Management 51% 51%
Technology Industry Service Co., Ltd. 10 June 2002 RMB8,580,000 Services in Henan
("Zhengzhou Kanggiao Guotou”)***
0000000000 0O00000 *** goo aod goooooooad 51% 51%
Moooooomr** 20020 60 100 8,580,0000 0
ooo
8,580,0000
Zhengzhou Jixiang Property Management The PRC, RMB3,270,000/  Property Management 51% 51%
Co. Ltd ("Zhengzhou Jixiang") *** 23 October 2001 RIMB3,270,000 Services in Henan
oooooooooooooo ood oocd goooooooo 51% 51%
Mo000 k= 20010 100 230 3,270,0000 0
oono
3,270,0000
Kanggiao Technology Service Group Co., Ltd. The PRC,  RMB50,000,000/ Technology 100% 100%
("Kanggiao Technology Service”) *** 25 February 2020 Nil Development
Services in Henan
goooooboooooon oo aod gooooag 100% 100%
Moooooomr** 20200 20 250 50,000,0000 O oooo
0
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Al [|4SREEE | [ []

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

12 SUBSIDIARIES (continued)

12 00 U0O0Oooo

Place and date Registered/ Principal Attributable equity
of incorporation/ issued and activities and interest of the Group
Company name establishment  paid-up capital place of operation as at 31 December
goooo oooooao 0120 310
oooo ooooocod ooooo goooooooo oooooo
2022 2021
2022 20210
Henan Kanggiao Aosheng Property The PRC,  RMB10,000,000/  Property Management 65% 65%
Service Co., Ltd.*** 3 December 2020 Nil Services in Henan
O00000O000DOO00 **= ood oo ooooo 65% 65%
20200 120 30 10,000,0000 O oooo
d
Henan Dingfeng Property Service Co., Ltd. The PRC, RMB5,020,000/  Property Management 51% 51%
(“Henan Dingfeng") *** 29 December 2003 RMB5,020,000 Services in Henan
ooooooooocoo ood oo ooooo 51% 51%
MO000 = 20030 120 290 5,020,0000 0 oooo
oo
5,020,0000
Henan Qiaoxu Business The PRC, RMB5,000,000/  Business Management 100% 100%
Management Co., Ltd. *** 17 September 2021 Nil in Henan
000000000000 *** oo goo ooooooo 100% 100%
2021090170 5,000,0000 0
d
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12 SUBSIDIARIES (continued)

12 00 U0O0Oooo

Place and date Registered/ Principal Attributable equity
of incorporation/ issued and activities and interest of the Group
Company name establishment  paid-up capital place of operation as at 31 December
goooo goooon 0120 310
oooo goooood ooooo goooooooo gooooo
2022 2021
2022 20210
Henan Railway Kanggiao Property The PRC,  RMB10,000,000/  Property Management 51% 51%
Service Co., Ltd. *** 26 September 2021 Nil Services in Henan
00000000000 O00 *** oo ooo oooo 51% 51%
2021090 260 10,000,000 O goooo
g
Henan Railway Kanggiao Yueshenghuo The PRC,  RMB10,000,000/  Property Management 51% 51%
Property Service Co., Ltd. *** 19 November 2021 RMB510,000 Services in Henan
00000000000 O00O0 *** oo ooo ooooo 51% 51%
20210110190 10,000,000 O gooo
oocd
510,0000
Henan Kanggiao Yuezhou Property The PRC, RMB5,000,000/  Property Management 51% 51%
Service Co., Ltd *** 26 November 2021 RMB255,000 Services in Henan
000000000000O00 *** oo aod goooo 51% 51%
20210 110 260 5,000,00000 oooo
000 255,0000
Henan Kanggiao Jinyuan Property The PRC, RMB5,000,000/  Property Management 36% 36%
Service Co., Ltd *** 31 December 2021 RMB500,000 Services in Henan
000000000000O00 *** oo aod goooo 36% 36%
20210120 310 5,000,00000 oooo

000 5000000
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12 SUBSIDIARIES (cContinued)

12 00 U0O0Oooo

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
W | QugEpE

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

Place and date Registered/ Principal Attributable equity
of incorporation/ issued and activities and interest of the Group
Company name establishment  paid-up capital place of operation as at 31 December
goooo goooon 0120 310
oooo goooood ooooo goooooooo oooooo
2022 2021
2022 20210
Henan Yuesong Property Service The PRC, RMB1,000,000/  Property Management 60%  Not applicable
Management Co., Ltd *** 18 April 2022 Nil Services in Henan
00000000000 O00 *** oo oo ooooo 60% ooo
20220 40 180 1,000,0000 0 oooo
d
Fugou County Rail Kanggiao Cleaning The PRC, RMB1,000,000/ Sanitation Services 51%  Not applicable
Service Co., Ltd *** 25 April 2022 Nil in Henan
0000000000000 0O0 *** oo oo ooooooo 51% ooo
20220 40 250 1,000,0000 0
d
Zhoukou Kangyue Property The PRC, RMB1,000,000/  Property Management 51% Not applicable
Service Co., Ltd *** 18 May 2022 Nil Services in Henan
000000000000 *** oo oo ooooo 51% ooo
2022050 180 1,000,0000 0 oooo
d
Henan Kanggiao Yijiagin Property The PRC, RMB5,000,000/  Property Management 51% Not applicable
Service Co., Ltd *** 1 June 2022 RMB300,000 Services in Henan
0000000000000 0O0 *** oo oo ooooo 51% ooo
202206010 5,000,0000 0 oooo
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(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

12 SUBSIDIARIES (continued)

12 00 U0O0Oooo

[ [N gy |

Place and date Registered/ Principal Attributable equity
of incorporation/ issued and activities and interest of the Group
Company name establishment  paid-up capital place of operation as at 31 December
goooo goooon 0120 310
oooo goooood ooooo goooooooo gooooo
2022 2021
2022 20210
Henan Home Online Real Estate Marketing The PRC, RMB5,000,000/  Real Estate Marketing 100%  Not applicable
Planning Co., Ltd *** 14 June 2022 Nil Planning in Henan
0000000000000 0OOD *** oo ooo gooooo 100% ood
20220 60 140 5,000,0000 0 gooo
g
Henan Kanggiao Nanshan Property The PRC, RMB1,000,000/  Property Management 51%  Not applicable
Service Co., Ltd *** 29 June 2022 Nil Services in Henan
00000000000 O00 *** oo ooo ooooo 51% ood
20220 60 290 1,000,0000 0 gooo
g
Henan Kanggiao Weijia Property Service The PRC, RMB3,000,000/  Property Management 36%  Not applicable
Management Co., Ltd *** 14 April 2022 RMB500,000 Services in Henan
0000000000000 0OOD *** oo ooo ooooo 36% ood
20220 40 140 3,000,00000 gooo

000 500,0000

* Registered as wholly foreign owned enterprises under PRC law.

*x Registered as sino-foreign cooperative joint ventures under PRC law.

***  Registered as domestic enterprises under the PRC law

The English name of the subsidiaries represents the best effort
by the management of the Group in translating their Chinese

names as they do not have an official English name.

* 0000000O0OO0OO0OO0OO0O0000

*x go00ooooooooooooooo

*»** O000000000000O00

goooOoOooo0ooboooooon
oobooooOoOooooooooon

gobood
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INCOME TAX EXPENSES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
W | QugEpE

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 0OOOOO

13 00000

Year ended 31 December
00120 310000

2022 2021
202201 20210
RMB'000 RMB’000
ooooo ooooo
Current income tax ooooad
— PRC corporate income tax —f0oooooo 29,682 35,295
Deferred income tax (Note 18) ooooooodgo
— PRC corporate income tax —Qooooooo (12,378) (3,697)
17,304 31,598

The Company was incorporated in the Cayman Islands as an
exempted company with limited liability under the Companies
Act of Cayman Islands and accordingly, is exempted from
Cayman Islands income tax. The Company’s subsidiaries in the
British Virgin Islands (the “BVI”) were incorporated under the
International Business Companies Act of the BVI and
accordingly, are exempted from the BVI income tax.

The Group’s subsidiaries incorporated in Hong Kong did not
have assessable profits in Hong Kong during the year ended
31 December 2022 (2021: same).

Income tax provision of the Group in respect of operations in
the PRC has been calculated at the applicable tax rate on the
estimated assessable profits for the years, based on the existing
legislation, interpretations and practices in respect thereof. The
statutory tax rate is 25%. Under the relevant regulations of the
corporate income tax Law, certain subsidiaries of the Group
qualified as small enterprises earning low profits in the PRC are
subject to a reduced income tax rate of 20%. Income tax
expenses is recognised based on the management’s estimate of
the weighted average effective annual income tax rate expected
for the full financial year.

Kanggqiao Service Group Limited / Annual Report 2022
gOo0oOoOo0opoOooOOo/ODO0DOoDOoon

ooooooOoO0oOo0ooooooon
gboboboooooooboooooooo
goooOoOooooobooboooooon
ooobooOooooo0oooOo o
gobobooooOooooooooon
goooOooobbOoOOoOooooon
oooooboooo

gooooObOo0o0oO0ooooooon
020220120 31000000000
gobobz20210000M

ooooooOoO0oOo0ooooooon
goboooooooooooooon
goooOoOoooobDoOooooon
oo002% 00000000000
gbbooooooobooooooooo
O00OO0O00oDOoOoOooDoO20%00
ooooooooobooboooooooboon
gobobooooOooooooooon
goboobooon



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

13 INCOME TAX EXPENSES (continued)

Pursuant to the Detailed Implementation Regulations for
Implementation of the Corporate Income Tax Law issued on
6 December 2007, dividends distributed from the profits
generated by the PRC companies after 1 January 2008 to their
foreign investors shall be subject to this withholding income tax
of 10%, a lower 5% withholding income tax rate may be
applied when the immediate holding companies of the
subsidiaries in Mainland China are incorporated in Hong Kong
and fulfil the requirements to the tax treaty arrangements
between Mainland China and Hong Kong. The Group has not
accrued any withholding income tax for these undistributed
earnings of its subsidiaries in Mainland China as the Group is
able to control the timing of distributions from subsidiaries and
is not expected to distribute these profits out of Mainland China
in the foreseeable future.

The tax on the Group's profit before tax differs from the
theoretical amount that would arise using the weighted average
tax rate applicable to profits of the group entities as follows:

13 00000ooo

oOo0oz20070 120600000000
gbooobOoomoooooonn
200801010 obobobobo
00oO0oUoooooooi10%oO0o0
goboooooooboooooooon
goooOoOoOooobooOooooon
ooboboooooooboooooooboo
ooosS%000ooooooooo
goooOoooooobooOooooon
ooo0ooOoOoOO0o0o0ooooooDn
gboboboooobbooooooooo
goobooOoOoooooooooon
goboooobo

gooooOoOo0oO0o0ooooooon
ooo0ooOoOoOO0o0o0ooooooDn
oooooooon

Year ended 31 December
00120310000

2022 2021
20221 20210
RMB’000 RMB’'000
ooooo ooooad
Profit before income tax ooooooo 83,009 120,157
Tax charge at applicable income taxrates DO OO0OO0OO0OO0OO 20,898 30,224
Tax effects of: ocoooo
— Expenses not deductible —oooooo
for tax purposes 1,273 4,026
— Write-off of previously recognised —0o0dooooooood
deferred tax assets for tax losses ocoooooog 1,059 -
— Preferential income tax rates applicable — 000000000000
to certain subsidiaries oooo (5,306) (2,652)
— Utilization of previously unrecognized —O0OO0OO00O0O0O0OO0COOO
tax losses (620) -
Income tax expenses Ooo0ooo 17,304 31,598

The effective income tax rate was 21% for the year ended 31
December 2022 (2021: 26%).

0020220120310 0000000
0000 21%]1202100 26%0
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14 EARNINGS PER SHARE

The basic earnings per share is calculated by dividing the profit
attributable to owners of the Company by the weighted average
number of ordinary shares in issue during the year ended

31 December 2022.

The Company did not have any potential ordinary shares
outstanding during the year ended 31 December 2022 and
2021. Diluted earnings per share was equal to basic earnings

per share.

14 00400

O0DO0OO0OO0000020220 120 31
ooboooooOooooooooon
goboobooboooban

0020220020210 120 3100000
gooooObOoOoOOo0ooooooon
oboboobooooobooooooon

Year ended 31 December
00120310000

2022 2021
20220 20210
Profit attributable to owners of oooooooooo
the Company (RMB’000) ooooooo 54,121 83,885
Weighted average number of ordinary doooooooooon
shares in issue (in thousands) oooo 700,000 606,027
Basic and diluted earnings per share oooooooooo
attributable to the owners of O00oooooo
the Company during the year ooooooooooo
(expressed in RMB yuan per share) 0.08 0.14
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15 PROPERTY AND EQUIPMENT

15 00000
Furniture Leasehold Office
Vehicles  and fixtures improvements premises Total
oo gooooc Qoooooo gooo oo

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
oooon ooooo oooon oooon ooooo

Year ended 31 December 2021

0020210 120 310
00O

Opening net book amount gooooo 701 3,422 945 4,000 9,068
Additions oo 48 2,918 284 - 3,250
Acquisition of subsidiaries oooooo 14 113 17 - 144
Disposals oo - (13) - - (13)
Depreciation charge oooo (169) (1,621) (358) (94) (2,242)
Closing net book amount gooooo 594 4819 888 3,906 10,207
As at 31 December 2021 020210 120 310

Cost 0o 1,945 11,406 1,454 4,094 18,899
Accumulated depreciation gooo (1,351) (6,587) (566) (188) (8,692)
Net book amount gooo 594 4819 888 3,906 10,207
Year ended 31 December 2022 [0 20220 120 310

ooo

Opening net book amount ooooon 5% 4,819 888 3,906 10,207
Additions oo 162 3,264 3,835 - 7,261
Disposals 0o - (134) - - (134)
Depreciation charge gooo (326) (1,759) (1,193) (227) (3,505)
Closing net book amount ooooon 430 6,190 3,530 3,679 13,829
As at 31 December 2022 020220 120 310

Cost oo 2,107 14,536 5,289 4,094 26,026
Accumulated depreciation gooo (1,677) (8,346) (1,759) (415) (12,197)
Net book amount gooo 430 6,190 3,530 3,679 13,829
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15 PROPERTY AND EQUIPMENT (continued) 15 00000Oooo
(@) Depreciation expenses were charged to the following (@) ODODOODOOODOOOOODOOO
categories in the consolidated statement of oooono

comprehensive income:

Year ended 31 December
00120310000

2022 2021

20220 20210

RMB’000 RMB’000

goooa goooao

Cost of sales oooog 2,592 1,284
Administrative expenses oood 844 950
Selling and marketing expenses ooooood 69 8
3,505 2,242
(b)  No property and equipment were pledged as security for (b) 020220 020210120 31000
bank borrowings as at 31 December 2022 and 2021. Oo0o0ooooooooooog

oooono
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INVESTMENT PROPERTIES 16 O0OOO
Year ended 31 December
00120 310000
2022 2021
20220 20210
RMB’000 RMB’000
ooooo ooooOoao
Non-current assets — at cost goooo —ooao
Opening balance at 1 January oooo 3,893 5,705
Depreciation charge oooo (1,812) (1,812)
Closing balance at 31 December 012031000000 2,081 3,893
As at 31 December 00120 310
Cost oo 8,620 8,620
Accumulated depreciation oooo (6,539) (4,727)
Net book amount oooo 2,081 3,893

(a)

(i)

The investment properties represent commercial properties
held under leases, which are held for rental yields and are
not occupied by the Group (Note 27).

As at 31 December 2022, the fair value of investment
properties were RMB8,729,000 (31 December 2021:
RMB10,381,000).

Fair value hierarchy

As at 31 December 2022 and 2021, as certain of
significant inputs used in the determination of fair value
disclosure of investment properties are arrived at by
reference to certain significant unobservable market data,
the fair value of all investment properties of the Group is
included in level 3 of the fair value measurement
hierarchy.

(@) 0OO0D0DDOOODDODODODDODOODOO
goboooobobooooooboooo
oooooo 270

() 002022012031000000
00000000 8,729,0000
0202101203100000
10,38,1,0000 [

(i) DO0OOO0

020220 0202101203100
oobooooobboooboooo
ooooooooboooobooo
oooooooobooobooad
oobooooobboooboooo
gooooogon
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16 INVESTMENT PROPERTIES (Continued)

(ii) Valuation techniques

Fair values of the investment properties of the Group are
generally derived using the term and reversionary method.
This method is based on the tenancy agreements as at the
respective valuation dates. The rental income derived
within the tenancy agreements are discounted by
adopting term yields and the potential reversionary
income are discounted by adopting appropriate
reversionary yields for the period beyond the rental period
in the tenancy agreements. Potential reversionary income
and the reversionary yields are derived from analysis of
prevailing market rents. The prevailing market rents
adopted in the valuation have reference to recent lettings,
within the subject properties and other comparable
properties.

The higher the market rents or the lower the term yields
and reversionary yields, the higher the fair value.

There is no change in the valuation techniques during the
year ended 31 December 2022 (2021: same).
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17 INTANGIBLE ASSETS 17 0000
Customer
Computer  relationships
software and backlog Goodwill Total
00000 0000000 oo 0o
RMB'000 RMB'000 RMB'000 RMB'000

goooo goooo goooo goooo
Year ended 31 December 2021 0020210120310000
Opening net book amount oooooo 1,450 5,593 13,819 20,862
Additions oo 215 - - 215
Acquisition of subsidiaries oooooon 36 22,100 14,499 36,635
Amortisation oo (635) (959) - (1,594)
Closing net book amount oooooo 1,066 26,734 28,318 56,118
As at 31 December 2021 020210 120 310
Cost oo 2,993 28,300 28,318 59,611
Accumulated amortisation oooo (1,927) (1,566) - (3,493)
Net book amount oooo 1,066 26,734 28,318 56,118
Year ended 31 December 2022 0020220 120310000
Opening net book amount oooooo 1,066 26,734 28,318 56,118
Additions oo 191 - - 191
Amortisation oo (591) (2,800) - (3,391)
Closing net book amount oooooo 666 23,934 28,318 52,918
As at 31 December 2022 020220 120 310
Cost oo 3,184 28,300 28,318 59,802
Accumulated amortisation oooo (2,518) (4,366) - (6,884)
Net book amount oooo 666 23,934 28,318 52,918
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17 INTANGIBLE ASSETS (Continued)

Amortisation of intangible assets has been charged to the
following categories in the consolidated statements of
comprehensive income:

17 OO0 0O Ozoo

gooooObOoOoOOo0ooooooon
gooon

Year ended 31 December
00120310000

2022 2021

20220 20210

RMB’'000 RMB’000

googd goonono

Cost of sales oooo 2,933 1,138
Administrative expenses oooo 458 456
3,391 1,594

(a) No intangible asset was restricted or pledged as security
for liabilities as at 31 December 2022 (2021: same).

(b) The excess of the consideration transferred over the fair
value of the identifiable net assets of acquired subsidiaries
is recorded as goodwill. Goodwill was comprised of the

(a) DoD2022012031000000
000000000 DOoOoOoOO
020210000

(b) CooooOoDoDOOOOOOOO
00000000000 0000
oo0ooooooOooo

followings:
Year ended 31 December
00120310000
2022 2021
20220 20210
RMB’000 RMB’000
goood ogoooo
Acquisition of Zhejiang Lansheng oooooo 9,967 9,967
Acquisition of Zhengzhou Kanggiao Ooooooooooood
Guotou and Zhengzhou Jixiang 3,852 3,852
Acquisition of Henan Dingfeng oooooo 14,499 14,499
28,318 28,318
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17 INTANGIBLE ASSETS (Continued)

(9]

Impairment test for goodwill

Goodwill arises from the Group’s acquisitions of
subsidiaries and was determined at the acquisition date
respectively, being the difference between the purchase
consideration and the fair value of net identifiable assets
of acquirees. Goodwill has been assessed based on the
related acquiree’s cash-generated units for impairment
testing.

The recoverable amount of the cash-generated units were
determined based on value-in-use calculations. These
calculations use pre-tax cash flow projections based on
financial budgets approved by management covering a
five-year period. Management determined a projection
period of five years based on expected development trend
of the acquiree and industry experiences. Cash flows
beyond the five-year period are extrapolated using the
estimated terminal growth rates stated below. The growth
rate does not exceed the long-term average growth rate
for the related industry in which the cash-generated units
operate. The discount rate used is pre-tax and reflects
specific risks relating to the relevant industry.

The key assumptions used for value-in-use calculations as
at 31 December 2022 are as follows:

Zhejiang
Lansheng Jixiang

goog

[ [N gy |

17 00O Oooo

() ODOODOOO

goboooobbooooboa
ooooOoOoooboooboOoo
oooooooboboooobooa
gooboboooboooobooa
ooboboooobboooboobooo
oooood

oooooooboboooobooa
oooboooooooobooa
ooboboooobboooboobooo
oooooooobooooooa
goboooobbooooboa
ooboooooobooooboo
goooooboboooooobooo
goboooobbooooboa
obooobobooooobooo
oooooooboboooobooa
gboooobObbooooooo
ooooooooboooboooog

020220120310000000
ooooooooboog

Zhengzhou

Kanggiao
Guotou and
Zhengzhou Henan
Dingfeng
goooao

ooooo ooog

Expected growth rate of revenue O OOOOOOO
Terminal growth rate after 5years 500000000

Pre-tax discount rate ooooo

-8.2%-0.1% -7.4%-15.2% 0.7%-35.9%
3.0% 3.0% 2.00%
26.1% 23.6% 22.0%
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17 INTANGIBLE ASSETS (Continued)

(c) Impairment test for goodwill (Continued)

The key assumptions used for value-in-use calculations as

at 31 December 2021 are as follows:

17 OO0 0O Ozoo
(0 D0UOO0OUOooo

0020210120 31000000
oooooboooboobon

Zhengzhou
Kanggiao
Guotou and
Henan

Zhejiang Zhengzhou

Lansheng Jixiang
gooooo
ooooo

Dingfeng

gooog oooog

Expected growth rate of revenue

oooooooon

Terminal growth rate after 5years 500000000

Pre-tax discount rate

goooo

According to the result of the impairment testing, the

estimated recoverable amounts of cash-generated units

exceed their carrying amount (i.e. the headroom) as

below:

0.7%—-6.4%
3.0%
24.1%

1.0%-14.0%
3.0%
20.7%

2.5%-70.5%
2.5%
20.2%

ooboooOoooboobDoOoa

oooboooobobooooooo
oboooon

As at 31 December

00120 310
2022 2021
20220 20210
RMB’'000 RMB’000
googd gooono
Zhejiang Lansheng oood 5,503 12,711
Zhengzhou Kanggiao Guotou and Ooooooooooo
Zhengzhou Jixiang 1,621 6,264
Henan Dingfeng oood 9,415 2,969
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Impairment test for goodwill (Continued)

Management has undertaken sensitivity analysis on the
impairment test of goodwill. The following table sets forth
possible changes to the key assumptions of the
impairment test and the changes taken in isolation in the
VIU calculations that would remove the remaining
headroom respectively:

[ [N gy |

17 00O Oooo

(0 D0OUOO0OUOooo

goboooobbooooboa
ooooooObooooobooo
oooooooboboooobooa
goboooobbooooboa
gooo

As at 31 December

00120 310
2022 2021
202201 20210
RMB’000 RMB’000
goodad oooon
Zhejiang Lansheng oood
Annual revenue growth rate oooooo -45.2% -110.1%
Pre-tax discount rate oooooo 7.7% 20.3%
Zhengzhou Kanggiao Guotou and oooooDoooood
Zhengzhou Jixiang
Annual revenue growth rate oooooo -14.3% -23.8%
Pre-tax discount rate oooooao 7.2% 85.1%
Henan Dingfeng oooo
Annual revenue growth rate oooooo -4.3% -0.8%
Pre-tax discount rate oooooo 4.5% 1.2%

Based on the above assessment and the historical result,
our directors have not identified any reasonably possible
change in the key assumptions on which the recoverable
amount is based that would cause the carrying amounts
of the cash-generated units to exceed their respective
recoverable amounts as at 31 December 2022 (31
December 2021: same).

Kanggqiao Service Group Limited / Annual Report 2022

goobooooobooooooad
ooboboooobboooboobooo
oooboboooobooooood
goboooobbooooboa
00020220 1203100000
0o0dz20210120 3100000

ooooooOoOoooo/oo0O0o0o0go0

201



202

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
W | QugEpE

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

18 DEFERRED INCOME TAX

(a)

18 D000

As at 31 December 2022, there was no offsetting of
deferred income tax assets and deferred income tax

liabilities balances within the same tax jurisdiction (31

December 2021: same). The analysis of deferred income

tax assets and deferred income tax liabilities was as

follows:

(a)

0020220 12031000000
oooboooobobooooooo
gobooooboooooboa
0020210120 31000000 0O
oooboooobobooooooo
gooon

As at 31 December

00120 310
2022 2021
202211 20210
RMB’000 RMB’000
goooo odooao
Deferred income tax assets: oooooooo
— Deferred income tax assetstobe — 0O 012000000
recovered within 12 months oo0ooooo 20,804 9,485
— Deferred income tax assetstobe — 0O 012000000
recovered after more than oDoo0oOog
12 months 848 503
21,652 9,988
Deferred income tax liabilities: oooooooo
— Deferred income tax liabilitiestobe — O 012000000
recovered within 12 months ooooooo (714) (714)
— Deferred income tax liabilitestobe — O 0 12000000
recovered after more than ooooood
12 months (5,600) (6,314)
(6,314) (7,028)
15,338 2,960
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18 DEFERRED INCOME TAX (Continued) 18 D000 Oooo
(b)  The net movements on deferred income tax account were (o) ODOODOODOODOOOOOOO
as follows:

Year ended 31 December
00120 310000

2022 2021
20220 20210
RMB’000 RMB’000
ooooo ogoooao
At the beginning of the year OO 2,960 4,788
Acquisition of subsidiaries oooooo - (5,525)
Credited to profit or loss oooog 12,378 3,697
At the end of the year oo 15,338 2,960
(c)  The movement in deferred income tax assets and liabilities (0 0O 020220 020210120310
during the years ended 31 December 2022 and 2021, was Ooo00oDoooooooooo
as follows: ooooo
Deferred income tax assets ooooooo
Allowance
on doubtful Net impact
receivables and of right-of-use
financial Accrued assets and
guarantees expenses Tax losses lease liabilities Total
gooooo
0oooo 0oooog
gooooo gooo oooo ooo oo

RMB'000 RMB000 RMB'000 RMB'000 RMB000
ogoooo ooooo ooooo ooooo ooooo

As at 1 January 2021 00202101010 2,345 1,781 1,392 1,026 6,544
Credited/(charged) O00Do0mao

to profit or loss 1,692 - 2,087 (335) 3,444
As at 31 December 2021 0020210 120 310 4,037 1,781 3,479 691 9,988
As at 1 January 2022 00202201010 4,037 1,781 3479 691 9,988
Credited/(charged) to profit 00C0moomao

or loss 11,734 - (485) 415 11,664
As at 31 December 2022 0020220 120 310 15,771 1,781 2,99 1,106 21,652
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18 DEFERRED INCOME TAX (Continued) 18 UU0UOUUooo

204

() (Continued) (¢ OOO
Deferred income tax liabilities ooooooo
Value of
Excess of intangible
value of assets
property from identified
acquisition in business
of a subsidiary combination Total
gooo
gooooa goooad
oooo ogoooad
gooo gooo oo
RMB’'000 RMB’000 RMB’000
ogoooaa ogoooad ooooo
As at 1 January 2021 0020210 10 10 (403) (1,353) (1,756)
Credited to profit or loss oooo 14 239 253
Acquisition of a subsidiary ooooog - (5,525) (5,525)
As at 31 December 2021 0020210 120 310 (389) (6,639) (7,028)
As at 1 January 2022 0020220 10 10 (389) (6,639) (7,028)
Credited to profit or loss oooo 14 700 714
As at 31 December 2022 [0 [ 20220 120 310 (375) (5,939) (6.314)

As at 31 December 2022, the Group has not recognised
deferred income tax assets in respect of cumulative tax

losses of RMB7,172,000.
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19 FINANCIAL INSTRUMENTS BY CATEGORY 19 000booogonon

As at 31 December

00120 310
2022 2021
20220 20210
RMB’000 RMB’000
ooooo ogoooao
Financial asset at amortised cost doooooooooon
Trade and other receivables (Note 21) JoooooooOOooooD 210 598,869 419,729
Restricted cash ooooog 12,100 1,325
Cash and cash equivalents (Note 23) 00o0ooooDOmoo 230 345,910 540,833
956,879 961,887
Financial liabilities at amortisedcosts OO0 OO0 00000000
Trade and other payables ooooooooo
(excluding accrued payroll and oopooooood
other taxes payables) oooooooo
0000000000 236,155 197,529
Lease liabilities (Note 27) goooooao 270 9,518 9,785
245,673 207,314
There was no offsetting of financial assets and liabilities as at 31 0020220 1203100000000
December 2022 (31 December 2021: same). 0000d20210 120 310000
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20 PREPAYMENTS 20 0000
As at 31 December
0120 310
2022 2021
202201 20210
RMB'000 RMB’000
goood gooon
Prepayments gooad
— Prepayments to third parties —Oooooooo 73,038 66,674
Less: non-current portion of prepayments 0000000000000
(Note (a)) 0ooag (ad (69,730) (65,629)
Current portion of prepayments ooooooooo 3,308 1,045
(@ As at 31 December 2022, the non-current portion of (@ 002022012031000000

prepayments mainly represented a prepayment of
RMB65,629,000 for the acquisition of equity interest in a
property management service company.
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21 TRADE AND OTHER RECEIVABLES 21 0O0O0O0O0oOoooo
As at 31 December
0120 310
2022 2021
20220 20210
RMB’'000 RMB’'000
ogpoood goooo
Trade receivables (Note (a)) 000000000 (o
— Related parties (Note 32(d)) — 000000 32(d)d 264,844 189,168
— Third parties —Qooo 225,712 131,857
490,556 321,025
Less: allowance for impairment dooooooooooon
of trade receivables (49,313) (14,033)
441,243 306,992
Other receivables oooooo
— Amounts due from related parties —0oooooo 121,460 74,837
— Cash advances to non-controlling —Oo0oooooooooo
interests 230 230
— Deposits — Qoo 34,028 3,565
— Cash advances to a third party —Ooooooood - 20,926
— Others —aog 15,316 15,219
171,034 114,777
Less: allowance for impairment ooooooooooooo
of other receivables (13,408) (2,040)
157,626 112,737
Trade and other receivables ooooooooo 598,869 419,729
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
W | QugEpE

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 0OOOOO

21 TRADE AND OTHER RECEIVABLES (continued)

(a)

Trade receivables mainly arise from property management
services income, related value-added services income and
city services income.

Property management services income are received in
accordance with the terms of the relevant services
agreements. Service income from property management
service is due for payment by the residents upon the
issuance of demand note.

Value-added services income is usually with a credit term
ranges from 0 to 180 days.

City services income is usually with a credit term ranges
from 0 to 90 days.

As at 31 December 2022, the ageing analysis of the trade
receivables based on recognition date were as follows:

21

Uodoudibdlooo

(a)

oobooooboooboobooo
oooboobboooooobooo
oooood

oooboooobobooooooo
oooOboooooooobooad
ooboooobbooooboobooa
oooood

oobooooooooob 1800

oooood

ooooooooooobooeonn
gooon

020220120 3100000 god
oooooboooboobon

As at 31 December

0120 310
2022 2021
202201 20210
RMB’000 RMB’000
ooooo ooooo
Up to 1 year ooo10 295,043 270,691
1 to 2 years 10 20 167,219 34,902
2 to 3 years 20 30 19,250 9,099
Over 3 years 3000 9,044 6,333
490,556 321,025

As at 31 December 2022, trade and other receivables
were denominated in RMB and the carrying amounts of
trade and other receivables approximated their fair values
(as at 31 December 2021: same).

Information about the impairment of trade and other
receivables and the Group’s exposure to credit risk was
disclosed in Note 3.1.2(ii).
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22 FINANCIAL ASSETS AT FAIR VALUE 22 0000oooooood
THROUGH PROFIT OR LOSS D
As at 31 December
00120 310
2022 2021
20220 20210
RMB’'000 RMB’000
goood goonono
— Wealth management products —0Oooag 43,094 21,018
As at 31 December 2022, financial assets at fair value through 0020220 1203100000000
profit or loss represented unlisted financial products purchased 0o00o0ooooooooooooon
from commercial banks (as at 31 December 2021: same). 0000000OI20210 12031000
0
23 CASH AND CASH EQUIVALENTS 23 000O00ooad
As at 31 December
00120 310
2022 2021
20220 20210
RMB’'000 RMB’000
goooad gooon
Cash at bank and on hand goooooo 345,910 540,833
As at 31 December 2022, the Group's cash at bank and on 020220 12031000000000
hand was denominated in the following currencies: oooooooooooog
As at 31 December
00120 310
2022 2021
202201 20210
RMB’000 RMB’000
googdo oooono
RMB ooo 335,455 528,052
HK$ oo 8,922 11,369
Us$ oo 1,533 1,412
345,910 540,833

Kanggqiao Service Group Limited / Annual Report 2022
go0oOo0oOoOooOooO/ooooooo

209



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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24 RESTRICTED CASH 24 00000
As at 31 December
00120 310
2022 2021
20220 20210
RMB'000 RMB’000
gpoood ooooao
Guarantee deposits for property ooooooooo
management projects 2,177 1,325
Frozen accounts for litigations ooooooocooo 6,498 -
Co-managed account oooo 3,364 -
Others oo 61 -
12,100 1,325
(@)  All the restricted cash were denominated in RMB. (@) ODODODODODOOOODOOOO
ad
25 SHARE CAPITAL 25 00
Nominal Equivalent
Number of value of nominal value
ordinary ordinary of ordinary
shares shares shares
ooo
ooooo ooooo ooono
HK$ RMB'000
oo goooo
Authorised: ooo
As at 31 December 2021 and 2022 020210020220 120 310 1,000,000,000 10,000,000 8,370
Issued: oooo
As at 31 December 2021 and 2022 020210020220 120 310 700,000,000 7,000,000 5,831
210 Kanggqiao Service Group Limited / Annual Report 2022
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26 OTHER RESERVES 26 00O0OO
Foreign
Capital Share Statutory currency
reserves premium reserve translation Total
oooo oooo goooo oooo oo
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ooooo ooooo goooo ooooo ooooo
As at 1 January 2021 0202101010 5,000 = 2,982 - 71982
Issue of shares in connectionwith ~ 000000000
the capitalisation issue oooo - (4,373) - - (4,373)
Issue of shares in connectionwith ~ DOO0O000000
the Company's listing oooo - 518,588 - - 518,588
Currency translation differences 0ooooo - - - (2,606) (2,606)
Appropriation of statutory reserves  OOCOCOCOOOODOO (@O0
(Note (a)) - - 5,711 - 5,711
Capital injection from shareholders 0000000
of the Company 25,600 - - - 25,600
Deemed distribution to the then 000000000000
shareholder of the Group arising 0oooo
from the reorganisation (5,000) - - = (5,000)
As at 31 December 2021 020210120 310 25,600 514,215 8,693 (2,606) 545,902
As at 1 January 2022 020220 1010 25,600 514,215 8,693 (2,606) 545,902
Currency translation differences oooooo - - - 10,353 10,353
Appropriation of statutory reserves  OOOOOCOOMM OO ()0
(Note (a)) - - 5,195 - 5,195
Dividends to shareholders of 00000000290
the Company (Note 29) - (21,000) - - (21,000)
As at 31 December 2022 0202200 120 310 25,600 493,215 13,888 1,747 540,450
(a) Statutory reserve () DOOOO

In accordance with relevant rules and regulations in the 00o000ooooooooooo
gooobooooboooboooo
00000000 O0OODO0O 10%
goooooooobobooooo
00000000000 50%0
ggoooooboooboboboboo
gooooooboooooooa

ggooooboboboooooo

PRC, the PRC group entities are required to appropriate
no less than 10% of their profit after income tax
calculated under the PRC accounting rules and regulations
to the statutory reserve fund, until the accumulated total
of the fund reaches 50% of their registered capital. The
statutory reserve fund can only be used, upon approval by
the relevant authority, to offset losses carried forward
from previous years or to increase the capital of the
respective the PRC Group entities.
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27 LEASES 27 OO
(@) Amounts recognised in the consolidated () DODOO0OODOODOOOOoOg
balance sheet 00
As at 31 December
00120 310
2022 2021
20220 20210
RMB’000 RMB’000
gpoood goooo
Investment properties goog 2,081 3,893
— Leased properties (Note 16 and ()) — O 000000 160 ()O
Right-of-use assets ooooog 3,013 3,130
— Properties (Note (i)) —o0moo®mg
5,094 7,023
Lease liabilities (Note (i)) goomoo g
Current oo 7,131 5,002
Non-current ooao 2,387 4,783
9,518 9,785
(i)  The Group leases certain properties from both () ODOODOoODODOOoOOoOCOoOd
related parties and third parties on fixed periods 00oooooooooon
over one year, of which the ones held for rental oooooooooood
yields and not occupied by the Group are recognised oooooooooooao
as investment properties and the others are oooooooooooo
recognised as right-of-use assets. Lease liabilities ooooooCOoooooo
represent the corresponding liabilities of the leased dooooooooooo
assets.
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27 LEASES (Continued)

(b) Amounts recognised in the consolidated

(9]

27 OUooo

statement of comprehensive income 00

() OOODODOOCODOOOODO

Year ended 31 December
00120310000

2022 2021
20220 20210
RMB’000 RMB’000
ogpoood goooo
Rental income from investment oo0oooooo
properties 2,369 3,216
Depreciation of investment properties OO0 0000000 160
(Note 16) 1,812 1,812
Depreciation of right-of use assets Oooooooooo 7o
(Note 7) 1,624 1,104
Interests on lease liabilities oooooo
(included in finance costs) gooooooo 684 1,015
Rental expenses relating to short-term OO0 0000000000
leases (included in costof salesand OO0O0OOO0OOOOOOO
administrative expense) (Note 7) ooag7d 847 656
The cash outflow of rental expenses relating to short-term () ToD2022012031000000

leases and the settlement of lease liabilities for the year
ended 31 December 2022 was RMB3,305,000 (2021:

RMB5,928,000).

oobooooobboooboooo
oooooobooooao

3,305,00000202100 O O O

5,928,0000 M
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28 TRADE AND OTHER PAYABLES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
W | QugEpE

(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

28 00O OOooon

As at 31 December

0120 310
2022 2021
20220 20210
RMB’000 RMB’000
gpoood goooo
Trade payables (Note (a)) DO0O0000000 (a0
— Related parties (Note 32(d)) — 000000 32(d)d 248 627
— Third parties —Qooog 74,243 66,113
74,491 66,740
Other payables oooooo
— Amounts due to related parties —oooooooo
(Note 32(d)) 000 32(d)a 13,302 21,890
— Payables for acquisition of a subsidiary —O O O0O0O0O000000O0OO 4,594 4,201
— Deposits from third parties —ooooo 59,755 42,796
— Accrued payroll —Qoooo 38,471 40,974
— Provision for ECL allowance on —0o0o00oooooooon
financial guarantees oo 1,088 -
— Other tax payables —Qoooooo 5,133 10,239
— Others — Qoo 82,925 61,902
205,268 182,002
Total oo 279,759 248,742
Less: non-current portion of other gooooooooobooooo
payables (5.747) (5,450)
Current portion of trade and doodooooooooooo
other payables 274,012 243,292
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

[ [N gy |

(Al amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 OOOOO

TRADE AND OTHER PAYABLES (continued) 28 00000000 Ogoo
(@)  Asat 31 December 2022 and 2021, ageing analysis of the (@) 020220020210 12031000
trade payables (including amounts due to related parties ooooooooooooomao
which were trade in nature) based on invoice date were oooOoO0oD0OOO0OOooooooan
as follows: gooooooo
As at 31 December
0120 310
2022 2021
20220 20210
RMB’000 RMB’000
ooooo ooooo
Up to 1 year ooo10 70,927 65,594
1to 2 years 1020 2,730 929
2 to 3 years 20 30 640 82
Over 3 years 3000 194 135
74,491 66,740
(b) As at 31 December 2022, trade and other payables were (b) 020220120310000000
mainly denominated in RMB and the carrying amounts of 0ooDo00o0ooooooooooo
trade and other payables approximated their fair values O0o00DO00O0oo0oooocooo
(31 December 2021: same). 00020210 120 31000000
DIVIDENDS 29 OO

A final dividend in respect of the year ended 31 December 2022
of RMBO0.057 per ordinary share have been proposed by the
Board of the Company and subject to the approval of the
shareholders at the Annual General Meeting to be held on 6
September 2023. The final dividend will be distributed out of
the Company’s share premium. These consolidated financial
statements have not reflected these dividends payable.

A final dividend of RMBO0.03 per ordinary share for the year
ended 31 December 2021, totalling RMB21,000,000 were
declared at the annual general meeting of the Company held
on 30 June 2022 and paid in July 2022. These final dividends
have been distributed out of the Company’s share premium.

0000000000 20220 120 31
oooooooocooooo.ns70n
oo0oooDboOooDz023090600
gooooOoOoO0oOO0o0oooooon
gbbooooooobooooooooo
goooOoobOobOOOoOoOoooon
gooboooboog

g0d202101203100000000
gooooooooooo3coonDO
00 21,000,000000 20220 60 300
goooOoOoooooOoOooooon
02022070 000000CO0OD0DOO
oobooobooooooo
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(All amounts expressed in RMB thousand unless otherwise stated) 0 0 0 0000000000000 O0O0O0OO

30 CASH FLOW INFORMATION 30 00000
(a) Cash generated from operations (@) OO0 O0O00O0O

Year ended 31 December
00120310000

2022 2021
202201 20210
RMB’'000 RMB’000
goooo goooo
Profit before income tax gooooo 83,009 120,157
Adjustments for: ooooo
— Depreciation of property and —O0O00O000oO0maoo 150
equipment (Note 15) 3,505 2,242
— Depreciation of right-of-use assets —0000000O000 270
(Note 27) 1,624 1,104
— Depreciation of investment —O00000Ooooo1ed
properties (Note 16) 1,812 1,812
— Credit impairment losses —O0o0oooooo
(Note 3.1.2(ii)) 000 3.1.231)0 47,736 6,542
— Amortisation of intangible assets —Q0o0ooomoot70
(Note 17) 3,391 1,594
— Interest income from loans torelated —OOO0000O0000OO
parties and third parties (Note 8) O00mOOso (372) (4,627)
— Losses/(gains) on disposal of property — O O0000000
and equipment (Note 9) 00MO000090 39 8)
— Gains from financial assets at fair —Q0oooooooa
value through profit or loss (Note 9) O0000mMmOoseg (1,001) (380)
— Share of profit of investments —0o00oO0oooooa
accounted for using the equity method oooo (1,021) (244)
— Net foreign exchange losses (Note 9) —Q0O0000moooen 9,599 2,312
— Finance (income)/costs —net (Note 11) —O0 M O00M OO0 —O0O
ooo1d (4,217) 6,923
144,104 137,427
Changes in working capital: oooooono
— Restricted cash —Qoooo (10,775) (1)
— Inventories — 00O 61 (1,075)
— Contract liabilities —Q0ooo (36,751) 32,564
— Trade and other receivables —Q0oooooooa (226,741) (58,809)
— Prepayments —Qoooo (2,263) (956)
— Trade and other payables —O0o00oooooo 32,393 6,398
Cash (used in)/generated from operations O M OO0MMOOO0O0OO (99,972) 115,548
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30 CASH FLOW INFORMATION (continued) 30 00 000ooo
(b) Net debt reconciliations (b) OODOOODO

Liabilities from financing activities

0ooooo
Cash
advances Cash and
Bank Other Lease from cash
borrowings payable liabilities ~third parties  Sub-total  equivalents Total
oooo ooooo
oooo DOoOooo oooo oooo oo ooo oo

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
gobooco ooooo  Ooooo  oDOoOOO  CooOOCO  OoOO0OO0 ODOoDOo;

As at 1 January 2021 0202101010 346,984 - 13,185 - 360,169 134,758 494927
Cash flows 00oo (346,984) - (5.272) 3435 (348,821) 410,993 62,172
Addition of leases oooo - - 857 - 857 - 857
Accrued interest expenses 000000 - - 1015 - 1,015 - 1,015
Addition of acquisitons 0000 - 4,201 - - 4201 - 4,201
Foreign exchange oooo

adjustments - - - - - (4.918) (4.918)
As at 31 December 2021 020210 120 310 = 4,201 9,785 3435 17,421 540,833 558,254
As at 1 January 2022 0202201010 - 4,201 9,785 3,435 17421 540,833 558,254
Cash flows oooo - - (2,458) 244 (2,214) (195,677) (197,891)
Addition of leases 0nooo - - 1,507 - 1,507 - 1,507
Accrued interest expenses 000000 - 393 684 - 1,077 - 1,077
Foreign exchange 0noo

adjustments - - - - - 754 754
As at 31 December 2022 [0 20220 120 310 - 4,594 9,518 3,679 17,791 345,910 363,701
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31 FINANCIAL GUARANTEES

As at 31 December 2022, the Group has provided three
financial guarantees to counter parties, with a total maximum
credit risk exposure of RMB608,732,000 (31 December 2021:
RMB575,869,000).

(@) A subsidiary of the Group (”Subsidiary A”) has provided a
joint guarantee for the financial liability of a related party
(Note 32(b)) (“Liability A”) which covered the principal,
interests, penalties and other incidental expenses of
Liability A (the “Related Party Guarantee”). Liability A has
other guarantors and mortgagors, and the pledged assets
included land use rights, commercial real estates and
equity interests of certain related parties. As at 31
December 2022, the maximum credit risk exposure of the
Related Party Guarantee was RMB388,336,000 (31
December 2021: RMB362,000,000).

The debtor, together with Subsidiary A and other
guarantors and mortgagors of Liability A, was sued by the
creditor in 2022, and has reached an agreement with the
creditor in January 2023 that the maturity of Liability A
was extended to 17 December 2024. In March 2023, the
Related Party Guarantee was discharged by the creditor.
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gogd

0020220120310 0000000
obobooooooobooooooo
Oo0O0O00D00O0e08,732,00000 2021
01203100000 575,869,000

() DOOODAODODOODAODOOOMO
dooooooooonoA0Ofm
00032000 ooooog
oooooADOOOCOOOOO
oooobOoobDOooooo
odnoA0OOOoODODODOOoOOoOOO
obooooobobobooooooo
ooooo0oooobOboooobooad
20220120 3100000000
O0O00D00O0O00 388,336,000
0020210 120 3100 O O O
362,000,0000 [
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31 FINANCIAL GUARANTEES (Continued)

(b)

A subsidiary of the Group (“Subsidiary B”, whose 51%
equity interests are acquired by the Group in October
2021) provided joint guarantees for a financial liability
("Liability B”, amounting to RMB192,172,000) and a bank
loan (“Liability C”, amounting to RMB28,224,000) of two
related parties of the then shareholder of the Subsidiary B,
respectively, which covered the principal, interests,
penalties and other incidental expenses payable of Liability
B and Liability C (the “Third Party Guarantee”). As at 31
December 2022, the maximum credit risk exposure of the
Third Party Guarantee was RMB220,396,000 (31
December 2021: RMB213,869,000).

b-1) Liability B has other joint guarantors. Because of
Liability B’s overdue in 2022, upon the application
by the creditor of Liability B, the Zhengzhou
Intermediate People’s Court issued a freezing order
on August 8, 2022 against the relevant guarantors
including Subsidiary B, freezing each guarantor’s
bank deposit for up to RMB186,224,556.
Approximately RMB4.8 million in Subsidiary B's bank
account was frozen as at December 31, 2022. In
December 2022, the debtor of Liability B has
reached an agreement with the creditor that the
debtor would settle Liability B by transferring certain
equity interests of an entity under IPO to the creditor
and signed the agreement with the creditor in
January 2023; after that, the lawsuit has been
withdrawn through and the frozen assets of the
debtor, Subsidiary B and the other guarantors have
been released. As at the date of these financial
statements, the creditor is still assessing whether the
value of the equity interests of the entity under IPO
is sufficient to settle Liability B. The management of
the Group, with reference to the assessment of the
fair value of equity interests of the entity under IPO
by an independent third-party valuer engaged by
the Group and the legal opinion issued by an
independent third-party lawyer engaged by the
Group, considers that the value of the equity
interests of the entity under IPO is sufficient to settle
Liability B and that the guarantee liability of
Subsidiary B was released at the same time of the
settlement of Liability B in January 2023.

31

[ [N gy |

U0O00U0ooo

(b)

ooooBbODbOOmBO OO
OMmO5% 00000000
202101000000 00BO0OO
gobooooboooobooa
o0 OO O0OO0O0~0O0AO0
192,172,0000 00 00000 CO
OMDOO000 28,224,0000
0oooooooooogogsO
oocOodOobDboOooooboo
ooooobboOoooooo
Ooooooz022012031000
oooooooboboooobood
0 0 220,396,000000 20210 120
3100000 213,869,000 [
b-1) BOOOOOOOOOOOO
OBOODO20220 0000
BOOODOOODOODOOO
00O0O000O0Oo?202208
gsoooosObDOOOO
goobooooooobo
gboooooobooooo
0000 186,224,5560 0 O
020220 120 3100BO O
goboooobooob4so
ooooooz02201200
BOOOO0OOODOODOOOO
goooooooboobao
opoopooooOooOon
O0OBOOOOO?20230
1oooboOoO000oo0Oa0
goOooOoooobooo
goBooOoOoOoOoOoDOOO
goobobooooooo
goobooboobooooboo
gooogopoboooood
goooooosoood
gboobooboooo
gboobooboooao
ooooOpoooooood
gbooboooboooao
goobOoooobooDbd
OO 00000 DOODO0
BOOOOBOOOOOOO
0002023010 0 0BO
goooooo
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32 RELATED PARTY TRANSACTIONS

(@) Name and relationship with related parties

The following individual/entities were related parties of

the Group that had significant balances and/or

transactions as at/during the years ended 31 December

2022 and 2021:

32 0O0Odo
(@) DODO0DO0OOOOOO

goobooobbOoooooo
020220 020210120 310 O
goooooooboooboobooo
aoog

English Name Chinese Name
gogoooog gogooooa
Ultimate controlling shareholder oooood
Mr. Song ooo

Entities controlled by Mr. Song

Beijing Kanggiao Tongdao Shenghe Consulting Group
Co., Ltd. (“Beijing Tongdao”) and its subsidiaries

Kanggiaoyue Shenghuo Holdings Limited

Zhengzhou Kanggiao Yidu Educational Technology
Co, Ltd*

Shenzhen Kanggiao Educational Technology Co, Ltd*

Joint ventures and associates of entities
controlled by Mr. Song

Henan Xinfuyuan Property Co., Ltd*

Zhengzhou Airport Penggang Real Estate Co., Ltd*

Henan Kanggiao Beautiful Scenery Property
Development Co., Ltd*

Zhengzhou Jinchuan Property Co., Ltd*

Joint venture and associate of the Group

Luohe Kanggiao Yuechang Property Management
Co., Ltd*

Henan Kangyuan Business Management Co., Ltd*

* The English name of the related parties represents the best
effort by the management of the Group in translating their

Chinese names as they do not have an official English name.

obooboobo
oooooooooooooooo
MmoooboOooooooboo
oobooboooboooo =
ooooooooboooooo -~

oooobooooooog *

ghobooboooboooboobooono

oooooooooon

ubooooooboobog

obOooooooboobOooboo

oboobOooooo

oooooooobooog
obooooooooobooooo

oooooooooooo

* o00oooO0oO0OOoOoOoOooooo
oooooOoO0oO0OOoOoOoOooooO
ooooooooo
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32 RELATED PARTY TRANSACTIONS (continued) 32 0000Oooo

(b) Significant transactions with related
parties

Save as disclosed in elsewhere in the consolidated
financial statements, the Group had the following
significant transactions with related parties during the
years ended 31 December 2022 and 2021.

(b) OODODOOCODOOO

ooooboooooboooo
00 0O 020220 020210120
3100ooooobobooood
ooooooon

Year ended 31 December
00120 310000

2022 2021
202201 20210
RMB’000 RMB’000
ooooo ooooa
Provision of property OooooOooon
management services
— Entities controlled by Mr. Song —O0o0ooooooo 19,697 16,602
— Joint ventures and associates of —O0ooooooooo
entities controlled by Mr. Song ooooooOooo 5 =
19,702 16,602
Provision of value-added services OO0 O00O0O00O00O0O
to non-property owners
— Entities controlled by Mr. Song —0ooooooDooo 69,037 217,471
— Joint ventures and associates of —o00000oooooa
entities controlled by Mr. Song ooooDooooo 142 9,006
69,179 226,477
Provision of community oooooooo
value-added services
— Entities controlled by Mr. Song —O0o00ooooooo 21,778 22,459
— Joint ventures and associates of —000000DOooD
entities controlled by Mr. Song Ooooooooo - 199
21,778 22,658
Provision of financial guarantee (i) OO 0O 0O O O (i)
— Entities controlled by Mr. Song —ooooooooo 388,336 362,000
Lease transactions with entities oo0ooooooog
controlled by Mr. Song oooo
— Interests on lease liabilities —O0ooooog 788 814
Interest income (Note 8) Oo0o0OdoOosd
— Entities controlled by Mr. Song —Q0o0ooooooo - 4,088
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32 RELATED PARTY TRANSACTIONS (continued) 32 0000Oooo

(b) Significant transactions with related () OOOOOOOOOooo
parties (Continued)

(i) The financial guarantee provided to related parties () OODODOODOOOOOooO
was released on 31 March 2023. 20230 303100000

(i) All of the transactions above were carried out in the (i) OOODOODOOOOOOoO
normal course of the Group's business and on terms Oooooocoooooan
as agreed between the transacting parties. o0o00ooooooooog

(c) Key management compensation (0 DODOODOO

Compensations for key management other than those for O 020220 020210 120 310

directors (Note 36) for the years ended 31 December 00000 O0OOoDOoDOooDoooo

2022 and 2021 were set out as below: Mmoo 3somoooon

Year ended 31 December
00120310000

2022 2021

20220 20210

RMB’000 RMB’000

ogoooad ogoooo

Wages, salaries and bonuses ooooooog 1,352 1,469
Contribution to pension scheme Ooooooooo

expenses 60 49

Other employee benefits oooooao 104 91

1,516 1,609
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32 RELATED PARTY TRANSACTIONS (continued) 32 000O0Oooo
(d) Balances with related parties (d 0000000

As at 31 December

00120 310
2022 2021
20220 20210
Trade receivables (Note 21) (i) O00O00DmooO210i)
— Entities controlled by Mr. Song —Q0o0ooooogo 256,271 179,905
— Joint ventures and associates of —O0o0oooooooo
entities controlled by Mr. Song ooooDooooo 8,573 9,263
264,844 189,168
Trade payables (Note 28) (i) 000000000 280Ki)
— Entities controlled by Mr. Song —O0o000oooooo 248 627
Other receivables (Note 21) (ii) 000000000 210Gi)
— Entities controlled by Mr. Song —Ooooooood 120,867 74,837
— Joint ventures and associates of —Oo0oooooooo
entities controlled by Mr. Song ooooDooooo 593 =
121,460 74,837
Other payables (Note 28) (iii) O0O000Odoo 280Kiii)
— Entities controlled by Mr. Song —O0o0ooooooo 13,302 21,890
Provision for ECL allowance Ooooooooooo
on financial guarantee
— Entities controlled by Mr. Song —ooooooogoo 812 =
Contract liabilities oood
— Entities controlled by Mr. Song —Q0oooooooo 38 2,350
Lease liabilities (iv) 0000 (iv)
— Entities controlled by Mr. Song —ooooooooo 7,798 8,287
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32 RELATED PARTY TRANSACTIONS (Continued)

(d) Balances with related parties (Continued)

(i)

Trade receivables and payables with related parties
were unsecured and interest-free. These balances
were with credit period varying from 0 to 180 days.

Other receivables with related parties as at 31
December 2022 were unsecured and interest-free.

During the year ended 31 December 2022, the
Company (for itself and on behalf of its subsidiaries)
and Beijing Tongdao (for itself and on behalf of its
subsidiaries and associates) entered into the "a
supplemental agreement to the Sales Agency
Services Framework Agreement (the “Supplemental
Sales Agency Service Framework Agreement”),
pursuant to which the Group shall pay to Beijing
Tongdao the refundable deposits in connection with
the Sales Agency Services contemplated under the
Sales Agency Services Framework Agreement (the
“Refundable Deposits”). As at 31 December 2022,
the Refundable Deposits were RMB113,388,000.
For the parking spaces sold by the Group, the
amount of the Refundable Deposits shall be set-off
by the total sales reserve price for such parking
spaces to be received by the Group; and for the
parking spaces failed to be sold by the Group, the
Refundable Deposits shall be refunded in full upon
the expiration of the Sales Agency Services
Framework Agreement on 31 December 2023, or
on the date(s) as agreed by parties under the
relevant Underlying Agreements (whichever is
earlier).

Except for the Refundable Deposits, the remaining
balances of other receivables of RMB8,072,000
were amounts paid by the Group on behalf of
entities controlled by Mr. Song in the normal
courses of business of the Group, which were trade
in nature and repayable on demand.
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32 RELATED PARTY TRANSACTIONS (continued) 32 0000Oooo

(d) Balances with related parties (Continued) d OOO0OO0OO0Oooo
(i)  Amounts represented rental and other payments (i) OO0ODOO0OOOOOOOO0
collected by the Group on behalf of entities oooooooooooo
controlled by Mr. Song in the normal course of Oo0oooooooooaon
business of the Group, which were unsecured, Jooooooooooao
interest-free and repayable on demand. oooooooooooo
ogooogo
(ivy  Amounts represented lease payables for the (vy DOODODOODoOODoO
properties leased from entities controlled by Mr. oooooooooood
Song, which were unsecured and trade in nature. oooooooooood
ogooon
33 CONTINGENT LIABILITIES 33 0000
The Group had no material contingent liabilities as at 31 00202201203100000000
December 2022. gooooo

34 EVENTS OCCURRING AFTER THE REPORTING 34 D OO O0OO0O

PERIOD
Save as disclosed in elsewhere in the consolidated financial 000000 0Ooo0DoO0oooooao
statements the Group had no material events occurred after the Jdd0o0doooooooooooo

reporting period.
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OF THE COMPANY

35 BALANCE SHEET AND RESERVE MOVEMENT

Balance sheet of the Company

35 0000000ogooao

U

gooooodno

As at 31 December

00120 310
Note 2022 2021
oo 20220 20210

ASSETS oo
Non-current assets ooooo
Investment in subsidiaries oooooooon 428,411 428,411
Current assets oooag
Amounts due from a subsidiary Ooooooooooo 119,608 109,558
Cash and cash equivalents oooooooo 7,846 7,932

127,454 117,490
Total assets ooood 555,865 545,901
EQUITY oo
Equity attributable to owners oooooooooo

of the Company

Share capital oo 26 5,831 5,831
Other reserves oooog 35(a) 526,249 536,420
Accumulated losses oooog 35(a) (15,506) (14,903)
Total equity ooood 516,574 527,348
LIABILITIES o0
Current liabilities oooog
Amounts due to subsidiaries oooooooo 39,047 16,153
Other payables oooood 244 2,400
Total liabilities ooodad 39,291 18,553
Total equity and liabilities ooooooo 555,865 545,901

The balance sheet of the Company was approved by the Board

of the Company on 28 July 2023 and was signed on its behalf.

KANG Weiguo

ooao
Director
oo

goooooooDODbDb20230 70 28
gbboboooobbooooooooo
goooo

WANG Na
oo
Director

oo
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35 BALANCE SHEET AND RESERVE MOVEMENT 35 000000000000

OF THE COMPANY (Continued) Oooo
(@) Reserve movement of the Company (@) DOoOOOOOO
Accumulated Capital Share Other
losses reserves premium reserves Total
oooo oooo oooo oooa oo
As at 1 January 2021 0202101010 (4,015) = = - (4,015)
Loss for the year oooag (10,888) - - - (10,888)
Currency translation differences 000000 - = = (3,395) (3.39)
Issue of sharesin connection 00000000
with the Company's listing ooooo - - 518,588 - 518,588
Issue of sharesin connection 00000000
with the capitalisation issue oooo - - (4,373) - (4,373)
Capital injection from ooooooo
shareholders of the Company - 25,600 - - 25,600
As at 31 December 2021 020210120 310 (14,903) 25,600 514,215 (3,395) 521,517
As at 1 January 2022 0202201010 (14,903) 25,600 514,215 (3,395) 521,517
Loss for the year oooo (603) - - - (603)
Currency translation differences 000000 - - - 10,829 10,829
Dividends to shareholders of the 0000000
Company (Note 29) 000290 - - (21,000) - (21,000)
As at 31 December 2022 020220120 310 (15,506) 25,600 493,215 7,434 510,743
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36 DIRECTORS’ BENEFITS AND INTERESTS 36 UOOOOOOO
The directors received emoluments from the Group (in their role 0020220020210 1203100000
as senior management and employee before their appointment 0000000000 moooooo
as directors) for the year ended 31 December 2022 and 2021 as 000000000 oooooooo
follows, and no director has waived or agreed to waive any Jddoooooooooooooo
emoluments during the respective year. oooood
Other
Contributions allowance
Salaries toaretirement  and benefits
Name oo Fees and bonus  benefit scheme in kind Total
goooo ooooo
oo goooo gooo good 0o
RMB'000 RMB’000 RMB'000 RMB000 RMB'000

ooooo ooooo ooooo ooooo ooooo

Year ended 31 December 2022 00020220 120310000
Executive directors (Note (i) 000moo@o

Mr. Dai Wei oooo - 1,200 6 7 1,213
Ms. Wang Na 0ooo - 684 32 42 758
Mr. Kang Weiguo ooooao - 545 32 50 627

Non-executive directors (Note (ii)) 0000 MO0 (ii)0

Mr. Song ooo - - - - -
Dr. Li Haitao agoooo 91 - - - 91
Dr. Fan Yun oooo 91 - - - 91
Mr. Wong Yun Pun gopooo 91 - - - 91
273 2,429 70 99 2,871
Year ended 31 December2021 0020210 120310000
Executive directors (Note (i) 00o0moo@o
Mr. Dai Wei oooo = 1,200 17 25 1,242
Ms. Wang Na oooo = 684 30 43 757
Mr. Kang Weiguo ogoooo = 503 25 41 569
Non-executive directors (Note (ii)) 0000 MO0 (ii)J
Mr. Song ooo - - - - -
Dr. Li Haitao ooooo 53 - - - 53
Dr. Fan Yun oooo 53 - - - 53
Mr. Wong Yun Pun ooooo 53 = = = 53
159 2,387 72 109 2,727
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36 DIRECTORS’ BENEFITS AND INTERESTS

(Continued)

(i)

(i)

(iii)

(iv)

Mr. Dai Wei, Ms. Wang Na and Mr. Kang Weiguo were
appointed as executive director of the Company on 20
January 2021.

Mr. Song was appointed as a non-executive director of
the Company on 20 January 2021. Dr. Li Haitao, Dr. Fan
Yun and Mr. Wong Yun Pun were appointed as
independent non-executive directors of the Company on
20 January 2021.

Directors’ retirement benefits and
termination benefits

No retirement benefits were paid to or receivable by any
directors in respect of their other services in connection
with the management of the affairs of the Company or its
subsidiaries” undertaking during the year ended 31
December 2022 (2021: same).

No payment was made to the directors as compensation
for early termination of appointment during the year
ended 31 December 2022 (2021: same).

Consideration provided to third parties for
making available directors’ services

No payment was made to any former employer of
directors or third parties for making available directors’
services as director of the Company during the year ended
31 December 2022 (2021: same).
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36 DIRECTORS’ BENEFITS AND INTERESTS
(Continued)

(v)

(vi)

Information about loans, quasi-loans and
other dealings in favour of directors,
controlled bodies corporate by and
connected entities with such directors

Save as disclosed in Note 32, there were no loans, quasi-
loans and other dealings entered into by the Company or
subsidiaries undertaking of the Company, where
applicable, in favour of the directors, controlled bodies
corporate by and connected entities with such directors
during the year ended 31 December 2022 (2021: same).

Directors’ material interests in transactions,
arrangements or contracts

Save as disclosed in Note 32, no significant transactions,
arrangements and contracts in relation to the Group’s
business to which the Group was a party and in which a
director or supervisor of the Company had a material
interest, whether directly or indirectly, subsisted at end of
the year and at any time during the year ended 31
December 2022 (2021: same).

36 OO0 O0O0OUOOooo

(v)

(vi)

oboboooboboo
uooooobooooo
oboboooboboo
ooond

0003200000000 2022
012031000 ooboocood
ooboomooboooooao
ooboboooobboooboobooo
oooobooooboboobooa
ooo0z0210000Mm

ugboooboooood
good

oboo0o3200000000000
0020220120 31000000
ooooooObooooobooo
oooooooboboooobooa
goboooobbooooboa
oobooooooomoooo
oobodomz0210000 I

Kanggqiao Service Group Limited / Annual Report 2022

ooooooooooOo/0000000

231



232

FIVE-YEAR FINANCIAL SUMMARY

g7 | [/ ugm

CONSOLIDATED RESULTS

2022
202201
RMB’000

googd

Year ended 31 December
00120310000

2021
20210
RMB’000

2020 2019
20200 20190
RMB’000 RMB’000

2018
20180
RMB’000

gooobo bODO0obO0O 0oobOoo0o obOoob bOoooOo

Revenue oo 792,920 783,567 575,585 362,840 228,946
Profit before income tax ooooooo 83,009 120,157 123,901 80,374 28,992
Income tax expenses ooooo (17,304) (31,598) (32,117) (20,227) (7,285)
Profit for the year oooo 65,705 88,559 91,784 60,147 21,707
Profit attributable to: Oooo0o0o0oo
— Owners of the Company — O 00000 54,121 83,885 88,383 60,179 21,813
— Non-controlling interests — OO OO0 11,584 4,674 3,401 (32) (106)
CONSOLIDATED ASSETS, EQUITY AND LIABILITIES OOOODODOOOOOO
As at 31 December
0120 310
2022 2021 2020 2019 2018
20220 20210 20200 20190 20180
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
o000 OO0OO000 OO000 OoOoOoOoO0o Ooooo
ASSETS oo
Non-current assets goooOoo 166,429 151,222 47,078 37,131 13,062
Current assets oooog 1,003,042 983,700 854,231 395,626 237,112
Total assets oooog 1,169,471 1,134,922 901,309 432,757 250,174
EQUITY oo
Equity attributable to oooooo
owners of the Company oooag 711,363 667,889 145,964 57,581 31,402
Non-controlling interests goooag 45,002 33,508 21,052 6,067 94
Total equity oooog 756,365 701,397 167,016 63,648 31,496
LIABILITIES oo
Non-current liabilities oooono 19,789 26,040 230,180 17,830 5,527
Current liabilities oooo 393,317 407,485 504,113 351,279 213,151
Total liabilities oooog 413,016 433,525 734,293 369,109 218,678
Total equity and liabilities OO O 0000 1,169,471 1,134,922 901,309 432,757 250,174
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