Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take
no responsibility for the contents of this announcement, make no representation as to its accuracy
or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising
Jfrom or in reliance upon the whole or any part of the contents of this announcement.
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(Stock Code: 269)

ANNOUNCEMENT OF INTERIM RESULTS
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2022

INTERIM RESULTS

The board of directors (the “Board”) of China Resources and Transportation Group Limited (the
“Company”’) announces the unaudited consolidated results of the Company and its subsidiaries
(the “Group”) for the six months ended 30 September 2022 and the unaudited consolidated
statement of financial position of the Group as at 30 September 2022.

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
For the six months ended 30 September 2022
Six months ended

30 September
2022 2021
Notes HKS$’000 HK$’000
(Unaudited) (Unaudited)
Revenues 3 375,398 195,967
Cost of sales and other direct operating costs (330,876) (415,657)
Gross profit/(loss) 44,522 (219,690)
Other income and other gains or losses 5 (7,894) 2,768
Gain on extinguishing financial liabilities
by issuing new shares - 267,880
Selling and administrative expenses (39,682) (32,717)
Finance costs 6 (656,526) (642,398)
Impairment loss on property, plant and equipment - (1,253)
Reversal of impairment loss on trade and
other receivables, net 4,630 7,167

Loss before income tax 7 (654,950) (618,243)
Income tax expense 8 - —

Loss for the period (654,950) (618,243)




Loss for the period attributable to:
— Owners of the Company

— Non-controlling interests

Loss per share attributable to owners of
the Company
— Basic
— Diluted

Notes

10
10

Six months ended

30 September

2022 2021

HKS$’000 HK$’000

(Unaudited) (Unaudited)
(583,408) (517,808)
(71,542) (100,435)
(654,950) (618,243)

HK$ HKS$

(Unaudited) (Unaudited)
(0.05) (0.06)

N/A N/A




CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME
For the six months ended 30 September 2022

Loss for the period

Other comprehensive income:

Items that may be reclassified subsequently to profit or loss:
— Exchange differences on translation of financial

statements of foreign operations

Total comprehensive income for the period

Total comprehensive income for the period attributable to:

— Owners of the Company

— Non-controlling interests

Six months ended

30 September

2022 2021

HKS$’000 HK$’000

(Unaudited) (Unaudited)
(654,950) (618,243)
1,641,947 (52,335)
986,997 (670,578)
842,211 (563,419)
144,786 (107,159)
986,997 (670,578)




CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 30 September 2022

NON-CURRENT ASSETS
Concession intangible asset
Property, plant and equipment
Right-of-use assets
Biological assets

Financial asset at fair value through profit or loss
TOTAL NON-CURRENT ASSETS

CURRENT ASSETS
Inventories
Trade receivables
Prepayments, deposits and other receivables
Amounts due from non-controlling shareholder
of a subsidiary

Cash and cash equivalents
TOTAL CURRENT ASSETS

TOTAL ASSETS

Notes

11
11

At At

30 September 31 March
2022 2022
HK$°000 HK$’000
(Unaudited) (Audited)
7,714,390 8,184,654
269,607 331,142
71,356 85,281
75,688 84,526
102,785 115,460
8,233,826 8,801,063

79 93

890,573 786,886
60,807 63,273

- 16,012

53,962 41,398
1,005,421 907,662
9,239,247 9,708,725




CURRENT LIABILITIES
Other payables
Lease liabilities
Borrowings

Non-convertible bonds
TOTAL CURRENT LIABILITIES

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Promissory notes
Lease liabilities

TOTAL NON-CURRENT LIABILITIES

TOTAL LIABILITIES

NET LIABILITIES

CAPITAL AND RESERVES
Share capital

Reserves

Equity attributable to owners of the Company

Non-controlling interests

TOTAL DEFICIT

Notes

12

At At

30 September 31 March
2022 2022
HK$°000 HK$’000
(Unaudited) (Audited)
7,541,065 7,568,326
547 1,064
10,593,301 11,991,196
4,395,648 4,395,648
22,530,561 23,956,234

(21,525,140)

(23,048,572)

(13,291,314)  (14,247,509)
117,315 149,251
3,053 1,919
120,368 151,170
22,650,929 24,107,404
(13,411,682)  (14,398,679)
2,128,819 2,128,819
(14,347,073)  (15,189,284)
(12,218,254)  (13,060,465)
(1,193,428) (1,338,214)
(13,411,682)  (14,398,679)




NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

1.

BASIS OF PREPARATION

The Group incurred a net loss of approximately HK$654,950,000 for the six months ended
30 September 2022 and as of that date, the Group had net current liabilities and net liabilities of
approximately HK$21,525,140,000 and HK$13,411,682,000, respectively. The Company was
in default in the repayment of the bank borrowings of approximately HK$10,126,248,000 and
other borrowings of approximately HK$440,053,000 and non-convertible bonds with aggregate
carrying amount of approximately HK$4,395,648,000. These debts, together with the outstanding
default interests accrued thereon of approximately HK$4,857,952,000, totaling approximately
HK$19,819,901,000 are classified under current liabilities at 30 September 2022.

All of the above conditions indicate the existence of multiple material uncertainties which may cast

significant doubt on the Group’s ability to continue as a going concern.

In view of the circumstances and conditions mentioned above, the Directors have given careful
consideration to the future liquidity and performance of the Group and its available sources of
finance in assessing whether the Group will have sufficient financial resources to continue as a going
concern. Certain measures have been taken by the Group to mitigate the liquidity pressure and to

improve its financial position, which include, but not limited to, the following:

(i)  The Group has been actively negotiating with the PRC banks and other financial institutions in

respect the debt restructuring and/or standstill of debt repayment;

(i1)) The Group is actively negotiating with the Group’s other lenders and non-convertible bond
holders to seek for the extension of repayments of all borrowings, including principles and
interests in default; and

(iii) The Group is actively negotiating with external parties to obtain new sources of financing to
finance the Group’s working capital and improve the liquidity position.

Assuming the successful implementation of the above measures, the Directors of the Company are
of the opinion that the Group will have sufficient working capital to meet its financial obligations
as and when they fall due in the next twelve months from the date of approval for the unaudited
interim consolidated financial statements of the Group for the six months ended 30 September 2022
(the “Interim Financial Statements”). Accordingly, the Interim Financial Statements have been

prepared on a going concern basis.



Notwithstanding the above, significant uncertainties exist as to whether management of the Company
will be able to achieve its plans and measures as described above. Whether the Group will be able to
continue as a going concern would depend upon the Group’s ability to generate adequate financing

and operating cash flows through the following:

(i)  Successfully negotiating with the PRC banks and other financial institutions in respect of the

debt restructuring and/or standstill of debt repayment;

(i)  Successfully negotiating with the Group’s other lenders and non-convertible bond holders
for the renewal of or extension of repayment of outstanding borrowings, including those with
overdue principals and interests; and

(iii)) Successfully raising new funds for financing the working capital of the Group within the next
twelve months.

Should the Group be unable to continue in business as a going concern, adjustments would have to
be made to restate the value of assets to their recoverable amounts, to reclassify non-current assets
and non-current liabilities as current assets and current liabilities respectively, and to provide for any
further liabilities that may arise. The effects of these potential adjustments have not been reflected in
the Interim Financial Statements.

The Interim Financial Statements have been prepared in accordance with the applicable disclosure
requirements of Appendix 16 of the Rules Governing the Listing of Securities on the Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) and with Hong Kong Accounting Standard (the
“HKAS”) 34 — Interim Financial Reporting issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA™).

The preparation of the Interim Financial Statements in conformity with HKAS 34 requires
management to make judgements, estimates and assumptions that affect the application of policies
and reported amounts of assets and liabilities, income and expenses on a year to date basis. Actual

results may differ from these estimates.

The Interim Financial Statements contain unaudited consolidated financial statements and selected
explanatory notes. These notes include an explanation of events and transactions that are significant
to an understanding of the changes in financial position and performance of the Group since the
annual financial statements of the Group for the year ended 31 March 2022 (the “Annual Financial
Statements”). The Interim Financial Statements thereon do not include all of the information
required for full set of financial statements prepared in accordance with Hong Kong Financial
Reporting Standards (the “HKFRSs”) (which in collective term includes all applicable HKFRSs,
HKASSs and Interpretations) issued by the HKICPA.



The accounting policies adopted for preparation of the Interim Financial Statements are consistent
with those applied in the preparation of the Annual Financial Statements, except for the adoption
of the new and revised HKFRSs as disclosed in Note 2 to the Interim Financial Statements in this
announcement. The Interim Financial Statements are unaudited, but have been reviewed by the audit

committee of the Company.

The Interim Financial Statements should be read in conjunction with the Annual Financial
Statements.

ADOPTION OF NEW AND REVISED STANDARDS

The Group has adopted all of the new and revised standards, amendments and interpretations which
are relevant to its operations and effective for the first time in the current period. The adoption of
the new and revised standards, amendments and interpretations has had no significant impact on the

accounting policies of the Group and did not require retrospective adjustments.

The Group has not early adopted the new standards and amendment to standards that have been
issued but are not yet effective. The Directors of the Company anticipate that the application of the
new and revised standards will have no material impact on the consolidated results and financial
position of the Group.

REVENUES

Revenues are derived from the principal activities of the Group, net of any sales taxes. The amounts

of each significant category of revenue recognised at point in time during the period are as follows:

Six months ended

30 September
2022 2021
HK$’000 HK$’000
(Unaudited) (Unaudited)
Toll road fees 373,738 193,996
Revenue from electricity supply 1,660 1,971
375,398 195,967




SEGMENT INFORMATION

The chief operating decision makers have been identified as executive Directors of the Company.
They review the Group’s internal reporting in order to assess performance and allocate resources, and

determine the operating segments.

The Group has three reportable segments. These segments are managed separately as each business
offers different products or provides different services and requires different business strategies. The

following summary describes the operations in each of the Group’s reportable segments:

. Expressway operations — the operations, management, maintenance and auxiliary facility

investment of the Zhunxing Expressway;

. CNG gas stations operation — operation of CNG gas stations; and

. Others — sales of timber logs from tree plantation and outside suppliers, sales of seedlings and
refined plant oil, sales of agricultural products and electricity supply by solar power stations.

There was no inter-segment sale or transfer during the period (six months ended 30 September 2021:
HKS$Nil). Central revenue and expenses are not allocated to the operating segments as they are not
included in the measure of the segments’ results that is used by the chief operating decision makers
for assessment of segment performance. The measure used for reportable segment profit or loss is
loss before unallocated finance costs and taxation.

Segment assets exclude financial assets at fair value through profit or loss, amount due from a non-
controlling shareholder of a subsidiary, cash and cash equivalents, right-of-use assets, and other

unallocated head office and corporate assets as these assets are managed on a group basis.

Segment liabilities exclude promissory notes, non-convertible bonds, interest payable on non-
convertible bonds, lease liabilities and other unallocated head office and corporate liabilities as these

liabilities are managed on a group basis.



(a) Reportable Segment
Expressway operations ~ CNG gas stations operation Others Total

Six months ended Six months ended Six months ended Six months ended

30 September 30 September 30 September 30 September
202 2021 222 2021 0 2021 022 2021
HES000  HKS'000  HES'000  HKS000  HKS'000  HKS'000  HES'000  HKS'000
(Unaudited) ~ (Unaudited) ~ (Unaudited) ~ (Unaudited) ~ (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
Revenue from external customers RIRNK] 193,99 - - 1,660 1971 315308 195,967
Tnter-segment revenue - - - - - - - -
Reportable segment revenue RIANKI] 193,99 - - 1,660 1971 35398 195,967
Reportable segment loss (493830 (750,209) (20m) (345) (7,602) (9934)  (501,706)  (T60488)
Adjusted EBITDA (Nore) 320929 151,623 (67 1141 (446) @3 (30410) 152,351
Amortisation of concession intangible asset 114,126 355,686 - - - - 114,126 355,686
At At At At At At At At
30September 31 March 30 September 31 March 30September 31 March 30September 31 March
022 022 022 2022 0 202 022 022
HES'000  HKS'000  HES'000  HKS'000  HKS'000  HKS'000  HES'000  HKS'000
(Unaudited) ~ (Audited) ~ (Unaudited)  (Audited) (Unaudited)  (Audited) (Unaudited)  (Audited)
Reportable segment assets 8810159 9.221,763 1280 18438 6,465 78399 9009444 9,518,600
Reportable segment liabilties (16,388,221)  (17960,684) (97) (L075)  (110488)  (119,010)  (16,499,666) (18,080,769)

Note: Adjusted EBITDA is defined as earnings before finance costs, taxation, depreciation,

amortisation, gain on extinguishing financial liabilities by issuing new shares and

non-cash change in values of assets and liabilities.
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(b) Reconciliation of reportable segment results

Reportable segment loss before unallocated
finance cost and income tax
Unallocated other income and other gains or losses
Unallocated finance costs
Net realised gain on disposal of financial assets at fair value
through profit or loss
Gain on extinguishing financial liabilities by issuing
new shares
Unallocated corporate expenses

Consolidated loss before income tax

S. OTHER INCOME AND OTHER GAINS OR LOSSES

Gain on disposal of property, plant and equipment
Interest income
Exchange (loss)/gain, net
Net realised gain on disposal of financial assets
at fair value through profit or loss
Rental income
Others

—11 =

Six months ended

30 September
2022 2021
HK$’000 HK$°000
(Unaudited) (Unaudited)
(501,706) (760,488)
(9,608) 1,797
(134,920) (122,489)
- 190
- 267,880
(8,716) (5,133)
(654,950) (618,243)
Six months ended
30 September
2022 2021
HK$’000 HK$’000
(Unaudited) (Unaudited)
225 7
69 29
(11,908) 1,422
- 190
926 1,061
2,794 59
(7,894) 2,768




FINANCE COSTS

Interest expense and default interest expenses on
bank and other borrowings

Interest expenses on lease liabilities

Default interest expenses on non-convertible bonds

Interest expenses on promissory notes

LOSS BEFORE INCOME TAX

Loss before income tax is stated after charging/(crediting):

Depreciation of property, plant and equipment
Depreciation of right-of-use assets
Amortisation of concession intangible asset
included in cost of sales
Impairment loss on property, plant and equipment
Cost of inventories sold
Short-term lease payments
Staff costs (excluding directors’ remuneration)
— Salaries and allowances

— Defined contributions pension costs

—12 —

Six months ended

30 September
2022 2021
HK$’000 HK$’000
(Unaudited) (Unaudited)
523,988 519,918
133 104
129,446 110,192
2,959 12,184
656,526 642,398

Six months ended

30 September
2022 2021
HK$’000 HK$’000
(Unaudited) (Unaudited)
25,355 37,484
5,180 6,057
274,726 355,686
- 1,253
845 35
2,067 894
27,876 28,926
2,128 2,872
30,004 31,798




10.

INCOME TAX EXPENSE

No provision has been made for Hong Kong Profits Tax as the Group did not have assessable profits
subject to Hong Kong Profits Tax during the six months ended 30 September 2022 and 2021.

All of the Group’s subsidiaries established and operating in the PRC are subject to PRC enterprise
income tax of 25% during the six months ended 30 September 2022 (six months ended 30 September
2021: 25%), except for those explained below.

Pursuant to the rules and regulations in the PRC and with approval from tax authorities in charge,
subsidiaries including A A A 35K BRZS 7, 41 AT A AL I A RS 7] and P85 AT U0
R R M E A BR /N ], are qualified as forestry operation enterprise by the local tax authorities
and so they are fully exempted from PRC enterprise income tax.

Inner Mongolia Zhunxing Heavy Haul Expressway Company Limited (‘“Zhunxing”), a subsidiary of
the Company, was exempted from PRC enterprise income tax from 2014 to 2016 and was subject to
12.5% PRC enterprise income tax from 2017 to 2019. Pursuant to the document of “the Encouraged
Industries in Catalogue of Industrial Structure Adjustment Guidance 2011 (revised)” issued by
the National Development and Reform Commission on 27 July 2011, Zhunxing is entitled to the
preferential tax rate of 15% for the six months ended 30 September 2022 and 2021.

DIVIDEND

The Directors of the Company do not recommend the payment of a dividend for the six months ended
30 September 2022 (six months ended 30 September 2021: HK$Nil).

LOSS PER SHARE

The calculation of the basic and diluted loss per share attributable to the owners of the Company is

based on the following data:
Loss attributable to owners of the Company

Six months ended

30 September
2022 2021
HK$’000 HK$’000
(Unaudited) (Unaudited)
Loss for the purpose of basic and diluted loss per share (583,408) (517,808)

— 13—



11.

Number of shares: 000 000
(Unaudited) (Unaudited)

Weighted average number of ordinary shares for the purpose
of basic and diluted loss per share 10,644,093 8,291,576

Diluted loss per share is the same as basic loss per share as there was no dilutive potential ordinary
share of the Company outstanding during the six months ended 30 September 2022 and 2021.

TRADE AND OTHER RECEIVABLES

At At

30 September 31 March

2022 2022

HK$’000 HK$’000

(Unaudited) (Audited)

Trade receivables 896,381 794,363
Less: Provision for impairment loss (5,628) (7,477)
Trade receivables, net 890,573 786,886

Other receivables 145,049 153,421
Other loan receivables 58,995 66,270

Prepayments 16,242 17,895

Deposits 980 1,908
Impairment allowance (160,459) (176,221)

Prepayments, deposits and other receivables, net 60,807 63,273

The Group’s trading terms with its customers are mainly on credit, except for new customers, where
payment in advance is normally required. The credit period is generally two months, extending
up to six months for major customers. Each customer has a maximum credit limit. The Group
seeks to maintain strict control over its outstanding receivables and has a credit control department
to minimise credit risk. Overdue balances are reviewed regularly by senior management. Trade

receivables are non-interest bearing.
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During the year ended 31 March 2020, the Intermediate People’s Court of Beijing Municipality (the
“Beijing Court”) ordered the Ministry of Transport of the PRC to withhold the Group’s toll road
income receivables as security for the overdue bank borrowings together with accrued interests, up to
a maximum amount of RMB353,000,000 for three years with effect from 21 June 2019. Pursuant to a
court order issued by the Beijing Court on 22 April 2020, the Beijing Court ordered to release a sum
of RMB12,000,000 and RMB 170,000 daily to the Group. On 15 April 2021, the Supreme People’s
Court of Inner Mongolia Municipality ordered the Ministry of Transport of the PRC to further
withhold the Group’s toll road income receivables as security for the other overdue bank borrowings

together with accrued interests, up to a maximum amount of RMB8,838,000,000.

Pursuant to a court order issued by the Intermediate People’s Court of Inner Mongolia Municipality
(the “Inner Mongolia Intermediate Court”) on 26 April 2021 and 26 April 2022 respectively,
the Inner Mongolia Intermediate Court ordered to release a sum of RMB270,000,000 and
RMB100,000,000 to the Group for the partial repayment of bank borrowing of Zhunxing. Pursuant to
a court orders issued by the Inner Mongolia Intermediate Court on 12 July 2021, 22 November 2021,
8 March 2022 and 9 May 2022 respectively, the Inner Mongolia Intermediate Court ordered to release
(i) RMB5,000,000 monthly from July 2021 to October 2021 and RMB5,500,000 monthly from
November 2021 to June 2022 for the purpose of working capital of the Group and (i) RMB1,200,000
monthly from May 2022 to September 2022 for the purpose of repair and maintenance of Zhunxing
Expressway.

The Group considered that the toll road income receivables can be recovered in full, taking into
consideration of the historical bad debt rate and the abilities of the Ministry of Transport of the PRC
to settle the receivables and accordingly, no provision is required at 30 September 2022 and 31 March
2022.

The below table reconciles the impairment loss of trade receivables for the period/year:

At At

30 September 31 March

2022 2022

HKS$’000 HK$’000

(Unaudited) (Audited)

At 1 April 2022 and 1 April 2021 7,477 7,181
Reversal of impairment (527) -
Exchange differences (1,322) 296
At 30 September 2022 and 31 March 2022 5,628 7,477

— 15—



Details of the ageing analysis of trade receivables of the Group (net of impairment loss) based on the

invoice date, are as follows:

At At
30 September 31 March
2022 2022
HK$’000 HK$’000
(Unaudited) (Audited)

Outstanding balances aged:
0 to 30 days 77,935 55,843
31 to 60 days 60,290 17,530
61 to 90 days 48,649 36,980
Over 90 days 703,699 676,533
890,573 786,886

The ageing analysis of trade receivables that are neither individually nor collectively considered to be

impaired are as follows:

At At

30 September 31 March

2022 2022

HK$’000 HK$°000

(Unaudited) (Audited)

Neither past due nor impaired 77,935 55,843
30 to 90 days past due 108,939 54,510
Over 90 days past due 703,699 676,533
890,573 786,886

Trade receivables that were neither past due nor impaired related to a number of independent

customers for whom there was no recent history of default.
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The below table reconciles the impairment loss of prepayment, deposits and other receivables for the

period/year:

At At

30 September 31 March

2022 2022

HK$’000 HK$’000

(Unaudited) (Audited)

At 1 April 2022 and 1 April 2021 176,221 252,826

Impairment loss recognised - 105
Reversal of impairment (4,103) (83,148)

Exchange differences (11,659) 6,438

At 30 September 2022 and 31 March 2022 160,459 176,221

Management assesses the expected loss allowance of prepayments, deposits and other receivables on
an individual basis. The expected credit losses are assessed with reference to the credit status of the

recipients and the past due status of doubtful debtors.

At 30 September 2022, other loan receivables represented the balance of an unsecured advance of
RMB50,000,000 (31 March 2022: RMB50,000,000) made to a third party in August 2015 and the
interest accrued thereon, totaling approximately HK$58,995,000 (31 March 2022: HK$66,270,000)
which had been overdue since 2016 and accordingly, full impairment on the carrying balance of
approximately HK$58,995,000 (31 March 2022: HK$66,270,000) was recognised.
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12.

13.

OTHER PAYABLES

At At
30 September 31 March
2022 2022
HK$’000 HK$’000
(Unaudited) (Audited)
Contract liabilities 4,024 4,755
Construction cost payable 2,001,738 2,238,135
Retention and guarantee deposits 141,246 158,601
Accrued and default interest on bank and other borrowings 3,546,206 3,425,491
Accrued and default interests on non-convertible bonds 1,314,046 1,184,600
Other deposits and accruals 260,226 283,165

Refundable earnest monies received from the Purchaser C
(Note b) 273,579 273,579
7,541,065 7,568,326

Notes:

(a)  The carrying amounts of other payables at the end of reporting period approximate their fair

values.

(b)  On 30 December 2016, the Group and Purchaser C entered into a conditional agreement for
the disposal of 18% equity interest in Zhunxing, pursuant to which, during the year ended
31 March 2018 and 2019, Purchaser C paid RMB80,000,000 (equivalent to HK$97,272,000)
and RMB145,000,000 (equivalent to HK$176,307,000) to the Group as refundable earnest
monies, respectively. These refundable earnest monies of approximately HK$273,579,000
(31 March 2022: HK$273,579,000) will be refundable by the Group to Purchaser C if the
disposal transaction was not proceeded.

CONTINGENT LIABILITIES

During the year ended 31 March 2018, the PRC Supreme Court issued an order to set aside an
earlier judgement in favour of Zhunxing by a local court, in relation to the proceeding first taken by
Zhunxing against an independent third party contractor who subsequently counterclaimed against
Zhunxing for additional construction costs and various damages under two construction contracts (as
varied by supplemental agreements in 2011), against which, the Group has recognised approximately
RMB603.8 million (31 March 2022: RMB603.8 million) at 30 September 2022. The Group
considered, after having sought legal advices, that Zhunxing has valid grounds to defend against
those unrecognized counterclaims for additional construction costs and accordingly, no additional

provision is required at 30 September 2022 and 31 March 2022 respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS
BUSINESS REVIEW

During the six months ended 30 September 2022, the Group was principally engaged in
expressway operations, growing and sales of forage and agricultural products and timber

operations.
Operation of Zhunxing Expressway

During the period ended 30 September 2022, the Group’s revenue was mainly contributed by
toll income from the 265-kilometre heavy-haul toll expressway in Inner Mongolia (“Zhunxing
Expressway”) operated by Inner Mongolia Zhunxing Heavy Haul Expressway Company Limited*
(TR 352 1y v B o 3 e 2 B A PR 254123 7)) (“Zhunxing”) which is indirectly held as to 86.87%
by the Company. Zhunxing Expressway is strategically important to the energy resources logistics
in the northern People’s Republic of China (the “PRC”) as it connects the major coal production

area with the distribution centers in the region in a convenient and economical way.

According to the National Bureau of Statistics, the national coal consumption and supply during
first quarter to third quarter 2022 exhibited an upward trend. The macroeconomy steadily resumed
growth, coupled with the impact of various factors such as climate factors, hydropower output and
the monthly imbalance of imported coal, resulting in phased market looseness or tightness in the
relationship between coal supply and demand. Accordingly, coal prices fluctuated considerably.
These economic factors of the coal market influenced the number of trucks using Zhunxing

Expressway, and thus affecting the overall traffic volume of Zhunxing Expressway.
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For the six months ended 30 September 2022, Zhunxing Expressway recorded an accumulated toll
income of approximately HK$373.74 million (approximately RMB323.54 million), representing
an increase of approximately 92.65% from approximately HK$194.00 million (approximately
RMB161.03 million) for the last reporting period. The average daily toll revenue of Zhunxing

Expressway during the period are as follows:

Average daily toll revenue

(RMB in million) (HKS in million)
Six months Six months Six months Six months
ended ended ended ended
30 September 30 September 30 September 30 September
2022 2021 YOY 2022 2021 YOY
Zhunxing Expressway 177 0.88 100.14% 2.4 1.06 92.45%

Upon traffic opening and commencement of toll collection of Zhunxing Expressway on
21 November 2013, the Group actively introduced measures and promotions to build client base.
Apart from the economic factors aforementioned, other factors which hindered the growth of both
traffic volume and toll income of Zhunxing Expressway during the period include but not limited

to the following:
(1) The traffic volume of Zhunxing Expressway has been adversely affected due to the
implementation of strict transportation restrictions and boundary control in Mongolia since

rapid speard of COVID-19 during 2022; and

(2) The implementation of toll fee concession policy has had a negative impact on the overall

toll revenue.
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Zhunxing will carry on a number of measures to boost the growth in traffic volume and toll income

of Zhunxing Expressway and attract more coal transport vehicles to utilise Zhunxing Expressway

on a regular basis:

1.  Fine-tune its business strategies to seek revenue growth in this competitive market

environment:

@

(i1)

Executing a road maintenance program that is comprehensively planned and deployed
under Zhunxing’s policy to “normalize, standardize and ensure the road conditions of
Zhunxing Expressway preserve its best state”. During the previous years, Zhunxing
Expressway maintained good standards on road appearance and road condition,
and thus fully realized the maintenance management objectives of “smooth, safe,

comfortable and splendid” for an expressway; and

Reinforcing a safe and expedient driving environment by implementing 24-hour
patrol system to improve the service level and emergency response capability of the
maintenance, road administration and traffic police personnel, with an aim to swiftly
resolve spontaneous traffic incidents and minimize the time to restore traffic fluency on

Zhunxing Expressway.

2. Strengthen daily management of Zhunxing Expressway by incorporating daily inspection,

comprehensive inspection and special inspection to achieve a full coverage of vehicle

inspection at the entrance and exit of toll stations, curbing the phenomenon of evasion and

leakage of toll; and

3. Focus on marketing activities to grow customer base. Zhunxing will explore the cooperation

opportunities with the neighboring logistic base and coal chemical enterprises and promote

Zhunxing Expressway’s advantageous position in bringing together a coal transport process

that reinforces traffic fluency, cost saving and high efficiency.

Forage and Agricultural Product Business

The Group has commenced its business in the growing and sales of forage and agricultural

products in May 2017 upon Ar Horqin Banner Xinze Agricultural & Animal Husbandry Company
Limited* (P} &R} 77 IO 225 2 W EEA BR /A A)) (“Xinze”) becoming a 60% owned subsidiary of
the Group after the acquisition was completed on 10 May 2017.
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The major factor attributes to the sales revenue of the forage is the level of local precipitation that
affects the yield of the forage. Due to climate changes in recent years, especially affected by the
multiple drastic changes in national temperature and the effect of cold currents since the second

half of 2018, the production and sales of forage has been difficult to maintain at a sustainable level.

For the six months ended 30 September 2022, no sales income was recorded under the forage
and agricultural product business (for the six months ended 30 September 2021: HK$Nil) as the
production of sorghum silage has ceased as a result of the significant drop in local precipitation

since 2019 and the reduction in product price due to the domestic economic slowdown.

In light of the local climate condition and Xinze’s current operation, the management of Xinze
considers that the forage production will require additional investment in extensive irrigation

equipment and rebuild wells to recover and stabilize the productivity of the operation.

Forest Operation

With an aim to improve the cash flows of the Group, the Company will continue to look for

opportunity to dispose its forestry related businesses in the PRC.

FINANCIAL REVIEW

Revenue

The Group’s unaudited revenue for the six months ended 30 September 2022 was approximately
HK$375.40 million, representing an increase of about 91.56% from approximately HK$195.97
million for the last corresponding period. The Group’s income was recognised under two
reportable segments of the Group, namely expressway operations and others including electricity
supply operations, contributed approximately HK$373.74 million (99.56%) and HK$1.66
million (0.44%) (for the six months ended 30 September 2021: HK$194.00 million (98.99%) and
HK$1.97 million (1.01%)) respectively to the Group’s consolidated revenue.

Toll income from expressway operations of approximately HK$373.74 million (for the six months
ended 30 September 2021: approximately HK$194.00 million) constituted the mainstream of the
Group’s revenue for the six months ended 30 September 2022. The increase of about 92.65% in
the toll revenue from the expressway operations during the period was mainly attributable to the

factors as discussed in the “Business Review” section.
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Cost of sales

The Group’s cost of sales for the six months ended 30 September 2022 was approximately
HK$330.88 million, representing a decrease of about 20.40% from approximately HK$415.66
million for the last corresponding period. The Group’s cost of sales during the period was
mainly attributable to (i) the amortization of concession intangible assets arising from the
expressway operations of approximately HK$274.73 million (for the six months ended 30
September 2021: approximately HK$355.69 million), (ii) the depreciation of fixed assets arising
from the expressway operations of approximately HK$20.92 million (for the six months ended
30 September 2021: approximately HK$32.27 million), and (iii) the operating costs arising
from the expressway operations of approximately HK$27.05 million (for the six months ended
30 September 2021: approximately HK$18.90 million).

Gross profit/(loss)

For the six months ended 30 September 2022, the Group’s gross profit was approximately
HK$44.52 million (for the six months ended 30 September 2021: gross loss of approximately
HK$219.69 million).

EBITDA

For the six months ended 30 September 2022, the Group recorded an increase EBITDA (defined
as earnings before interest, tax, depreciation, amortization, gain on extinguishing financial
liabilities by issuing new shares and non-cash changes in values of assets and liabilities) amounted
to approximately HK$302.21 million compared to the EBITDA of approximately HK$149.59
million for the last corresponding period. The approximately 102.03% increase in EBITDA was
primarily driven by the strengthened revenue from the expressway operations of the Group as
discussed above. Detailed segment revenue and contribution to loss before income tax of the
Group is shown in Note 4 to the unaudited condensed interim consolidated financial statements of
the Group for the six months ended 30 September 2022 (the “Interim Financial Statements”) in

this announcement.
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Loss for the period

The Group’s net loss for the six months ended 30 September 2022 was approximately HK$654.95
million, representing an increase of about 5.94% from approximately HK$618.24 million. The
Group’s net loss for the period was primarily contributed by the finance costs of the Group
amounted to approximately HK$656.53 million (for the six months ended 30 September 2021:
approximately HK$642.40 million) and the selling and administrative expenses amounted to
approximately HK$39.68 million (for the six months ended 30 September 2021: approximately
HK$32.72 million). The increase in net loss was mainly due to the absence of one-off gain on
extinguishing financial liabilities by issuing new shares of HK$267.88 million recognised during
the six months ended 30 September 2021. The approximately 2.20% increase in finance costs
of the Group was mainly due to the increase in default interest on bank borrowings and non-
convertible bonds. The Group’s selling and administrative expenses for the six months ended 30
September 2022 were primarily attributed to staff costs and benefits of approximately HK$13.61
million (for the six months ended 30 September 2021: approximately HK$19.55 million) and legal
and professional fees of approximately HK$15.69 million (for the six months ended 30 September
2021: approximately HK$4.45 million).

The loss attributable to owners of the Company for the six months ended 30 September 2022 was
approximately HK$583.41 million (for the six months ended 30 September 2021: approximately
HK$517.81 million). The basic loss per share attributable to owners of the Company for the period
was HK$0.05 as compared with HK$0.06 for the last corresponding period. No diluted loss per
share was presented for the six months ended 30 September 2022 and 2021 as there were no

dilutive potential ordinary shares of the Company outstanding during the periods.
LIQUIDITY REVIEW

The Group’s policy is to regularly monitor its liquidity requirements to ensure that it maintains
sufficient reserves of cash to meet its liquidity requirements in the short and long term. The

Group’s assets portfolio is mainly financed by its borrowings and debt securities.
As at 30 September 2022, the Group was in a net liabilities position of approximately

HK$13,411.68 million as compared to a net liabilities position of approximately HK$14,398.68
million as at 31 March 2022.
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As at 30 September 2022, contractual maturities based on contractual undiscounted cash flows
of approximately HK$22,526.71 million, HK$0.56 million, HK$127.37 million and HK$4.26
million (31 March 2022: approximately HK$23,951.61 million, HK$0.01 million, HK$162.81
million and HK$4.74 million) were required to be repaid within 1 year or on demand, after 1 year

but within 2 years, after 2 years but within 5 years and after 5 years, respectively.

The gearing ratio of the Group, measured as total liabilities to total assets, was 245.16% as at
30 September 2022 (31 March 2022: 248.31%).

As at 30 September 2022, the Group had cash and bank balances of approximately HK$53.96
million (31 March 2022: approximately HK$41.40 million) and its available banking facilities
were amounted to approximately HK$10,593.30 million (31 March 2022: approximately
HK$11,991.20 million), which have been fully utilised (31 March 2022: approximately
HK$11,991.20 million).

Borrowings

The Group’s outstanding borrowings amounted to approximately HK$10,593.30 million
(31 March 2022: approximately HK$11,991.20 million), represented approximately 46.77% of
the Group’s total liabilities as at 30 September 2022 (31 March 2022: 49.74%). Approximately
HK$467.05 million (31 March 2022: approximately HK$494.07 million) of the Group’s

outstanding borrowings were charged at fixed rates.

As the expressway operation is a capital intensive industry, the Group’s outstanding borrowings
amounted to RMB9,634.57 million (approximately HK$10,564.30 million), were obtained and
drawn down primarily for the construction of Zhunxing Expressway as at 30 September 2022.
The syndicated loan facilities of RMB8,313.33 million (approximately HK$9,115.57 million)
(the “Syndicated Loans”) granted by several PRC banks (the “Banks”) in December 2012
were secured by Zhunxing’s receivables of toll income. Furthermore, Zhunxing obtained and
drawn down loan facilities amounted to RMB1,321.24 million (approximately HK$1,448.74
million) from several authorised financial institutions in the PRC, of which RMB921.74 million
(approximately HK$1,010.68 million) was secured by a combination of (i) Zhunxing’s receivables
of toll income, (i1) the Group’s equity interests in Zhunxing and/or (ii1) certain Zhunxing’s

investments.
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As part of the asset restructuring process with the Banks (as set out in the “Material Events”
section), the Syndicated Loans were regarded as default before the derecognition of the Syndicated
Loans by the Banks. As at 30 September 2022, the Group’s outstanding borrowings were all

classified under current liabilities.

Significant investments, acquisitions and disposals

During the six months ended 30 September 2022, the Group did not have any significant
investments, acquisitions or disposals of subsidiaries, associates or joint ventures during the

period.

Capital Commitments

The Group’s capital commitments outstanding as at 30 September 2022 decreased by
approximately 10.02% to approximately HK$21.74 million (31 March 2022: approximately
HK$24.16 million), representing the capital expenditure arising from the acquisition of property,

plant and equipment.

Going Concern

During the six months ended 30 September 2022, the Group suffered a net loss of approximately
HK$654.95 million (for the six months ended 30 September 2021: approximately HK$618.24
million), and as at the end of the reporting period, the Group had net current liabilities of
approximately HK$21,525.14 million (31 March 2022: approximately HK$23,048.57 million)
and net liabilities of approximately HK$13,411.68 million (31 March 2022: approximately
HK$14,398.68 million).

As at 30 September 2022, the Company was in default in the repayment of borrowings of
approximately HK$10,566.30 million (31 March 2021: approximately HK$11,991.20 million)
and the non-convertible bonds with aggregate carrying amounts of approximately HK$4,395.65
million (31 March 2022: approximately HK$4,395.65 million). These debts, together with the
outstanding default interests accrued thereon of approximately HK$4,857.95 million (31 March
2022: approximately HK$4,610.09 million), totaling approximately HK$19,819.90 million
(31 March 2022: approximately HK$20,996.94 million) are classified under current liabilities as
at 30 September 2022. These conditions indicate the existence of material uncertainties which
may cast significant doubt on the Group’s ability to continue as a going concern and therefore,
the Group may not be able to realise its assets and discharge its liabilities in the normal course of

business.
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In view of the circumstances, the Board has undertaken and/or is in the progress of implementing
various measures (the “Measures”) to improve the Group’s liquidity position as set out in Note 1
to the Interim Financial Statements in this announcement and the below section headed “Action
Plan To Address The Audit Qualification”. Up to the date of this announcement, the Measures have
not been completed. Assuming the successful implementation of the Measures, the Board is of the
opinion that the Group will have sufficient working capital to meet its financial obligation as and
when they fall due in the foreseeable future. Accordingly, the Interim Financial Statements have

been prepared on a going concern basis.

Treasury Policy

The Group’s business operations, assets and liabilities are dominated mainly in Hong Kong dollars,
Renminbi, Australia dollars and US dollars. There was no significant foreign exchange gain or loss
recognised during the period. The management will review from time to time of potential foreign
exchange exposure and will take appropriate measures to minimise the risk of foreign exchange

exposure in the future.

The Group did not use any financial instruments for hedging purposes and did not have foreign

currency investments being hedged by foreign currency borrowings and other hedging instruments.

MATERIAL EVENTS

Requisition by Shareholders

The Board received the requisition notice on 24 February 2022 from HKSCC Nominees Limited
as the nominee holder for Keywood Group Limited (the “Requisitionist”) requesting the Board
to convene an extraordinary general meeting (“EGM”) for considering and, if thought fit,
passing various ordinary resolutions for removal and appointment of Directors. Details on the
shareholder’s requisition are set out in the circular and notice of EGM of the Company dated
16 March 2022.

The EGM was held on 17 June 2022, all resolutions proposed by the Requisitionist were not duly
passed by the Shareholders by way of poll at the EGM. Details on the EGM poll results please

refer to announcement dated 17 June 2022.
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Update on Debt Restructuring

As at 30 September 2022, the Group has borrowings in the total amount of approximately
HK$10,593.30 million. Such borrowings mainly consisted of Syndicated Loans of approximately
RMBS,313.33 million (equivalent to approximately HK$9,115.57 million) granted by several PRC
Banks in December 2012. As announced by the Company on 5 September 2019, the Company
was informed that the Banks intended to optimise their loan portfolios by derecognising and
reorganising the Syndicated Loans by legal process to other interested parties. However, the
Banks must go through certain legal proceedings with the Group including filing of civil actions,
court-directed mediations, entering into of settlement agreement(s), execution(s) of settlement
agreement(s) and derecognition of the Syndicated Loans. By the end of December 2019,
settlement agreements have been entered into between the Banks and the Group. After several
communication with the Banks, the Group was given to understand that the derecognition of the

Syndicated Loans would initiate in June 2020.

On 10 May 2022, the Intermediate People’s Court of Ulangab Inner Mongolia Autonomous Region
(NS BRI SEAE T P N EBE) (the “Court”) decided that Zhunxing is an entity
that is suitable for restructuring and thus accepted the winding up and restructuring application of
Zhunxing by China Development Bank for the said bank to restructure Zhunxing. The restructure
of Zhunxing is expected to complete in June 2023. On 25 August 2022, the Court issued a written
decision that Beijing Tian Tai Law Firm* 1t 5 K 5 7 Z= £ fifi 35 75 T has been appointed as the
administrator, and Zhunxing has applied to the Court to continue operating and manage business
affairs on its own. Zhunxing or the administrator shall submit a restructuring proposal to the Court
and the creditors within 6 months (extension of 3 more months may be granted) after the date of
the court order. Upon approval of the restructuring proposal by the Court, the indebtedness of

Zhunxing could be reduced to manageable level.

The Group had conducted various communications with the Banks on the timing of the asset
restructuring including the timeline of the derecognition of the Syndicated Loans, and based on
these communications, the Board is of the view that the estimated completion timing of the asset

restructuring of 30 June 2023 is feasible.

During the process of asset restructuring of Zhunxing, the Banks and another PRC bank lender (the
“Lenders”) applied to freeze Zhunxing’s receivables of toll income, details of which are set out
in Note 12 to the consolidated financial statements in this announcement. The Lenders intend to
enter into a settlement agreement with the Group and the negotiation on the settlement agreement

is expected to commence following the Banks’ derecognition of the Syndicated Loans.
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Outstanding Non-convertible Bonds

As at the date of this announcement, details of the non-convertible bonds of the Company in the

aggregate principal amount of HK$4,032.00 million (the “Outstanding Bonds”) are as follows:

Default

interest rate

as at

Principal 30 September

Holders of Outstanding Bonds amount Maturity date 2022

(HK$) (per annum)

China Life Insurance (Overseas) 800,000,000 10 February 2016 5.125%
Company Limited

China Life Insurance (Overseas) 700,000,000 24 January 2017 5.125%
Company Limited

Cross-Strait Capital Limited 32,000,000 10 February 2016 5.125%

Dr. Lo Ka Shui 36,000,000 3 March 2016 5.125%

Dr. Lo Ka Shui 35,000,000 3 September 2016 5.125%

Li Ka Shing (Canada) Foundation 464,000,000 3 March 2016 5.125%

Li Ka Shing (Canada) Foundation 465,000,000 3 September 2016 5.125%

Strait Capital Service Limited 800,000,000 24 January 2017 5.125%

Strait CRTG Fund, L.P. 700,000,000 24 January 2017 5.125%

Total 4,032,000,000

The Group is negotiating with its creditors, including but not limited to the holders of the
Outstanding Bonds, for possible standstill or rescheduling of the repayment of debts owing by the

Group. Up to the date of this announcement, no agreement has been reached.
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Proposed Disposal of 71% Equity Interests in Zhunxing and the Undertaking of the Buy-
back Obligation or Options

Disposal Agreement A

On 28 December 2016, the Company as guarantor and its wholly-owned subsidiary Cheer Luck
acting as vendor, entered into a disposal agreement with Inner Mongolia Yuanheng Investment
Co. Ltd.* (N5 HIRE#REHR R/ F]) (“Purchaser A”), pursuant to which Cheer Luck has
conditionally agreed to sell, and Purchaser A has conditionally agreed to acquire 25% equity
interests of Zhunxing at RMB1,125.00 million (equivalent to HK$1,260.00 million) (“Disposal
Agreement A”’) with an option to buy back (the “Disposal A”).

On 18 December 2017, Cheer Luck and Purchaser A entered into a supplemental agreement
to amend the aforesaid consideration to RMB1,145.00 million (equivalent to approximately
HK$1,282.40 million) pursuant to a valuation report (the “Consideration A”). A fund company,
Waulanchabu Zhongshi Yuanheng Logistics Management Centre (Limited Partnership)* (55
AT P E IR Y R E EE PO (BREGH)) (the “Fund Company”), was established by
Purchaser A at its sole discretion to facilitate its internal funding arrangement and the settlement of
Consideration A. The Directors expect that the net proceeds from Disposal A, after deducting the
expenses directly attributable thereto, will be approximately RMB1,139.64 million (equivalent to
approximately HK$1,276.40 million).

On 16 April 2018, the Disposal Agreement A and all the transactions contemplated thereunder
were approved at the extraordinary general meeting of the Company. As at the date of this
announcement, all payments from Purchaser A are delayed and remained outstanding as the Fund
Company requires additional time to facilitate the internal funding arrangement for settlement of

Consideration A.
Disposal Agreement B, C and D

On 30 December 2016, the Company as guarantor and Cheer Luck as vendor entered into a

disposal agreement with each of the following purchasers:

(1) Hohhot Economic and Technological Development Zone Investment and Development
Group Co. Ltd.* (IR 47 48 5 4% 1l B 5% [ 4% & B 4L B A IR LA 7)), for the sale
and purchase of 18% equity interests of Zhunxing at a consideration equals to 18% of the net

asset value of Zhunxing as at 31 December 2016 (“Disposal Agreement B”);
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(ii) Hohhot Huizeheng Investment Co. Ltd.* (FEAIIE4RE HME&K EH R BT A A)
(“Purchaser C”), for the sale and purchase of 18% equity interests of Zhunxing at a
consideration equals to 18% of the net asset value of Zhunxing as at 31 December 2016

(“Disposal Agreement C”); and

(iii) Deyuan Xingsheng Industrial Co. Ltd.* ({& i Bl 5% B 264 B /3 #]), for the sale and purchase
of 10% equity interests of Zhunxing at a consideration equals to 10% of the net asset value

of Zhunxing as at 31 December 2016 (“Disposal Agreement D”’).

Up to the date of this announcement, an aggregate of RMB225,000,000 (equivalent to
approximately HK$273,579,000) refundable earnest monies were paid by Purchaser C to facilitate
further negotiation in respect of the disposal of 18% equity interests in Zhunxing. The earnest
monies will be settled as part of the consideration of the aforesaid disposal when the transaction is

completed. The earnest monies were applied to pay the Group’s borrowings and related interest.

As at the date of this announcement, the three purchasers have not prepared the terms of the
supplemental agreements and no revised timetable has been agreed. Each of the above disposal
agreements is not inter-conditional and shall be completed separately. In light of the recent
challenging economic environment arising from the outbreak of COVID-19 epidemic, the
progress on the proposed disposals of the 71% equity interests in Zhunxing has been in a standstill
position. Given the Company’s imminent funding needs, the Board is of the view that continuing
to pursue the above proposed disposals of Zhunxing may not be in the interest of the Company
and its shareholders as a whole, and is considering to terminate the above disposal agreements.
The Company will actively seek other potential purchasers to dispose the 71% equity interests in
Zhunxing and the proceeds will be used to repay partially the principal amounts of the Outstanding

Bonds. Further announcement(s) will be made by the Company as and when appropriate.

Details on the arrangement of proposed disposals and buy-backs of the 71% equity interests in
Zhunxing are set out in the announcements of the Company dated 9 January 2017, 30 March 2017,
30 June 2017, 29 September 2017, 18 December 2017, 16 April 2018 and 12 August 2019 and the
circular of the Company dated 26 March 2018.

PROSPECTS

In light of the unprecedented negative business outlook from COVID-19 epidemic and its
aftermath, the Group expects that the business environment and outlook for the coming financial
year will remain highly challenging and uncertain. The Group will continue to review its existing

business from time to time and take appropriate measures to tackle any possible impacts.
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To encourage a steady and healthy development of the coal industry, the PRC will implement
measures to amplify coal supply, stabilize coal prices, regulate the coal import rhythm and
coordinate coal transportation, which in turn is expected to bring about an upturn in the
transportation industry. Coupling with the forthcoming development of Zhunxing Expressway, the

traffic volume and toll income of Zhunxing Expressway are expected to grow.

Since the outbreak of the COVID-19 epidemic, a wide range of prevention and control measures
have been adopted throughout the PRC to curb the disease. To mitigate the impact of the
COVID-19 epidemic outbreak on the Group, the management of the Group will continue to
implement appropriate workplace controls to protect the employees and cost control measures
such as renegotiating contracts with suppliers or service providers to improve the Group’s liquidity

position.

Given the Company’s imminent funding needs to meet its short-term financial obligations, the
Company will prioritize on exploring all possible avenues, including but not limited to right issue,
open offer, placing of new shares and issuance of new convertible bonds, disposing assets of the
Group and identifying other purchasers to dispose the interest in Zhunxing, to generate capitals
to repay the Outstanding Bonds and other outstanding borrowings. The Board will continue to
look out for opportunities to strengthen the Group’s financial position and strive to maximize the

benefits of the Shareholders as a whole.

ACTION PLAN TO ADDRESS THE AUDIT QUALIFICATION

The auditor of the Company did not express an opinion on the consolidated financial statements
of the Group for the years ended 31 March 2022 and the three preceding financial years due to
the potential interaction of the multiple uncertainties relating to going concern and their possible

cumulative effect on the consolidated financial statements.

In order to address the issues, up to the date of this announcement, the Group has taken and will
continue to implement the following Measures under the Group’s action plan to improve the

Group’s liquidity position, including:

1. The Group actively cooperated with the Banks to go through legal proceedings under the
asset restructuring and maintained communications with the Banks on their progress on
the derecognition of the Syndicated Loans. Up to the date of this announcement, the asset

restructuring is still ongoing.
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2. The Group conducted meeting with its other creditors, including but not limited to the
holders of the Outstanding Bonds with aggregated principal amount of HK$4,032.00
million, to negotiate on possible standstill or rescheduling of the repayment of debts owing

by the Group. Up to the date of this announcement, no agreement has been reached.

3. The Company had preliminary discussions with (a) potential purchasers to dispose, with
arrangement to buy back, a certain proportion of equity interests in Zhunxing to repay
partially the Outstanding Bonds and other outstanding borrowings; and (b) potential
investors to raise funds for financing the Group’s working capital by way of share placing.

Up to the date of this announcement, no agreement has been reached.

As at the date of this announcement, none of the above Measures have been completed. As the
above Measures involve on-going negotiations and communications with various external parties,
potential purchasers and creditors, it is difficult to define a definite timetable on the completion of
the Measures under the action plan. Notwithstanding, the Board will strive to complete the above

Measures before the financial year ending 31 March 2023.
NEXT FINANCIAL STATEMENTS

Based on the Company’s discussion with the Auditor, as the Audit Qualification relates to the
Company’s ability to continue as a going concern, in preparing the financial statements for the
year ending 31 March 2023, the Board will be responsible for assessing the Company’s ability
to continue as a going concern and the appropriateness of preparing the Group’s consolidated
financial statements on a going concern basis with reference to the conditions and circumstances
as at 31 March 2023. The Auditor will obtain sufficient appropriate audit evidence to assess
the appropriateness of the Board’s application of going concern basis in preparing the Group’s
consolidated financial statements, and based on the audit evidence obtained, to determine whether

multiple uncertainties exist in relation to the Company’s going concern issue.

The Board’s assessment of the Group’s ability to carry on as a going concern as at 31 March 2023
will take into consideration the relevant conditions and circumstances, and also a then cash flow
forecast of the Group for a period covering not less than twelve months from the date of approval

of the consolidated financial statement for the year ending 31 March 2023.

After discussion with the Auditor, the Board expects that the financial statement of the Group
for the year ending 31 March 2023 will be free of the Audit Qualification if all the Measures are
successfully implemented as planned, sufficient and appropriate audit evidence is obtained by the
Auditor and the Board is satisfied that the Company can continue business as a going concern,

barring any unforeseen circumstances.
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CHARGES ON ASSETS

As at 30 September 2022, the Group has pledged the equity interests in (i) Inner Mongolia Berun
New Energy Company Limited* (A 52 7 {4587 8 G2 A PR 7D); (ii) Inner Mongolia Zhunxing
Expressway Service Areas Management Company Limited* ([ 5¢ fy 7 Bl 5 20 R %5 [ 55 #E A FR
ATy A); (iii) Cheer Luck Technology Limited; and (iv) Zhunxing to secure part of the Group’s

borrowings.
CONTINGENT LIABILITIES

Save as disclosed in Note 13 to the Interim Financial Statements in this announcement, the Group

did not have any material contingent liabilities as at 30 September 2022.
DIVIDEND

The Directors do not recommend any dividend for the six months ended 30 September 2022 (for
the six months ended 30 September 2021: HK$Nil).

EMPLOYEES

The Group had approximately 374 employees in Hong Kong and the PRC as at 30 September
2022. The Group implements remuneration policy, bonus and share options scheme to ensure
that pay scales of its employees are rewarded on performance-related basis within the general

framework of the Group’s remuneration policy.
SHARE OPTION SCHEME

A share option scheme of the Company was adopted on 28 August 2014 (the “Scheme”) pursuant
to the approval by the Shareholders at the annual general meeting held on 28 August 2014. The
Scheme shall remain in force for a period of 10 years ending on 27 August 2024, unless otherwise

terminated or amended.

As at 30 September 2022, no share option has been granted, exercised, cancelled or lapsed under
the Scheme.

_ 34—



PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

There were no purchases, sales or redemptions of the Company’s listed securities by the Company

or any of its subsidiaries during the six months ended 30 September 2022.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

Save for the deviations as reported and discussed in the Corporate Governance Report as set forth
in the Company’s 2022 Annual Report, none of the Directors are aware of any information that
would reasonably indicate that the Company was not throughout the period ended 30 September
2022, in compliance with the Corporate Governance Code as set out in Appendix 14 (the “CG
Code”) of the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules™). The Board will review the corporate governance practice of the Company regularly and

effect changes if necessary.

THE MODEL CODE

The Company has adopted a code of conduct regarding directors’ securities transactions on terms
no less than the required standard set out in the Model Code in Appendix 10 of the Listing Rules
and the Directors of the Company have confirmed that they have complied with the required
standard set out in the Model Code and the Company’s code of conduct regarding directors’

securities transactions.

AUDIT COMMITTEE

The terms of reference of the Audit Committee was revised on 28 November 2011, 30 June 2016
and 28 June 2019 to bring them in line with the revised CG Code. The Audit Committee comprising
all independent non-executive Directors of the Company, namely Ms. Xu Hui (Chairlady),
Mr. Jing Baoli, Mr. Bao Liang Ming and Mr. Xue Baozhong, is responsible for reviewing the
Group’s accounting practices and policies, the external audit, internal controls and risk evaluation.
The Audit Committee has reviewed and discussed with the management the financial reporting
matters and the unaudited consolidated financial results for the six months ended 30 September
2022.
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REMUNERATION COMMITTEE

The terms of reference of the Remuneration Committee was revised on 2 December 2022 to bring
them in line with the revised CG code. The Remuneration Committee comprising all INEDs of
the Company, namely Mr. Jing Baoli (Chairman), Mr. Bao Liang Ming, Mr. Xue Baozhong and
Ms. Xu Hui and an executive Director, Mr. Fung Tsun Pong, is responsible for the formulation and
review of the remuneration policy of the Company, determine the specific remuneration packages
of all executive directors and senior management, and approve compensation and performance-

based remuneration.

OTHER CHANGES IN DIRECTORS’ INFORMATION

Subsequent to the publication of the Annual Report 2022, other changes in Directors’ information

of the Company are set out as below:

1. Ms. Chan Chu Hoi has resigned as an INED, the chairman of the Audit Committee, and a

member of the Remuneration Committee and Nomination Committee of the Board with
effect from 1 December 2022; and

il. Ms. Xu Hui was appointed as an INED, the chairman of the Audit Committee, and a member
of the Remuneration Committee and Nomination Committee of the Board with effect from 5
December 2022.

OTHER DISCLOSURE

Save as disclosed, the Group either has had no material changes form the information disclosed in

the latest annual report of the Company or are considered not significant to the Group’s operations,

thus no additional disclosure has been made in this announcement.
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PUBLICATION OF RESULTS ON THE STOCK EXCHANGE’S WEBSITE

All the information required by paragraphs 46 of Appendix 16 to the Listing Rules will be
published on the website of The Stock Exchange of Hong Kong Limited and the Company’s
website (www.crtg.com.hk) in due course.

By order of the Board
China Resources and Transportation Group Limited
Fung Tsun Pong

Co-chairman

Hong Kong, 12 December 2022

As at the date of this announcement, the Board comprises six executive Directors, namely Messrs
Fung Tsun Pong, Lu Zhiming, Gao Zhiping, Jiang Tao, Duan Jingquan and Wang Gang; and four

independent non-executive Directors, namely Messrs Jing Baoli, Bao Liang Ming, Xue Baozhong
and Ms. Xu Hui.

* For identification purpose only
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