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CAUTIONARY STATEMENTS REGARDING
FORWARD-LOOKING STATEMENTS

This report may contain certain forward-looking data and/or data that is
not based on historical data and uses forward-looking expressions such as
ought

nou "o noou noou noou noou noou

“anticipate”, "believe”, “intend”, “could”, “expect”’, “estimate”, “may”,

nou

to”, “should” or “will".

Readers are cautioned that reliance on any forward-looking statements involves
risks and uncertainties and that, although the Group believes that assumptions
on which the forward-looking statements are based are reasonable, any or all
of those assumptions could prove to be incorrect and as a result, the inclusion
of forward-looking statements in this report should not be regarded as
representations by the Group concerning future performance of the Group and
readers should not place undue reliance on such forward-looking statements.
Unless required by regulatory authorities otherwise, the Group is not obliged or
liable to update those forward-looking statements hereafter.



Company Profile

Guangdong Yueyun Transportation Company Limited (the “Company”) and its subsidiaries (collectively, the “Group”) are
integrated transportation and logistics service providers. The Company was established in 1999 and the H shares of which
became listed on the Main Board of The Stock Exchange of Hong Kong Limited (Stock code: 03399) in 2005. Currently,
the total share capital of the Company is 799,847,800 shares, with approximately 74.12% being held by its controlling
shareholder, Guangdong Provincial Communication Group Company Limited (“GCGC"), and approximately 25.88% being
held by H shareholders.
The Group is principally engaged in the travel services business which is categorized into:
< Expressway Service Zones Operation

>  Energy Business

>  Retail Business

> Merchant Solicitation Business

> Advertising Business
<  Road Passenger Transportation and Auxiliary services
<%  Taiping Interchange Operation
The strategic positioning employed by the Company’s “14th Five-Year” Development Plan for the Group: utilise our
advantages in transportation resources, focus on the travel of people and the flow of goods with transportation services

and en-route services as the core, so as to create a professional, diversified and convenient comprehensive travel service
platform, and endeavor to become an integrated transportation service group at international level.

Guangdong Yueyun Transportation Company Limited
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Financial Highlights

Results highlights
Operating income
Expressway service zones operation
Road passenger transportation and auxiliary services
Taiping Interchange operation
Other business

Total operating income

Gross profit
Expressway service zones operation
Road passenger transportation and auxiliary services
Taiping Interchange operation
Other business

Total gross profit

Taxes and surcharges

Selling and distribution expenses

General and administrative expenses, and research
and development expenses

Finance expenses

Other income

Investment income/(losses)

(Loss of) credit impairment

Gains from asset disposals

Operating gains (losses)
Non-operating income and expenses

Total profit (losses)
Income tax expenses

Net profit
of which: Net profit attributable to shareholders of the
Company

Profit and loss attributable to minority interests

Basic (losses) per Share (RMB)

Diluted (losses) per Share (RMB)

Guangdong Yueyun Transportation Company Limited

30 June 2022

30 June 2023 (Restated)
RMB’'000 RMB’'000
2,388,803 1,886,617
1,041,882 972,646
67,432 43,570
149 12,627
3,498,266 2,915,460
216,887 206,417
26,147 (86,105)
55,384 31,256

7 348

298,425 151,916
(22,550) (17,609)
(29,118) (26,956)
(214,439) (274,378)
(86,573) (108,262)
174,779 189,110
40,197 (3,176)
(8,703) (6,353)
24,084 11,708
176,100 (84,000)
1,941 5,794
178,041 (78,205)
(33,949) (28,745)
144,092 (106,950)
122,634 (77,222)
21,458 (29,729)
0.15 (0.10)

0.15 (0.10)

Change

27%
7%
55%
(99%)

20%
5%
(130%)

77%
(98%)

96%

37%
106%

(310%)
(67%)

(328%)
18%

(235%)

(259%)
(172%)

(259%)

(259%)



Results highlights

Total assets

Total net assets

Equity attributable to shareholders of the
parent Company

Net assets per share attributable to owners
of the Company (RMB)

Gross profit margin
Interest coverage ratio (times)

Gearing ratio
Current ratio (times)

Gross profit margin = Gross profit/Revenue

Financial Highlights

30 June 2023 31 December 2022 i
RMB’'000 RMB’000

9,212,219 9,215,602 0%

2,633,801 2,481,755 6%

1,827,209 1,698,049 8%

2.28 2.12 8%

8.53% 5.21% 64%

2.96 0.28 957%

71.41% 73.07% 2%)

0.82 0.63 29%

Interest coverage ratio = Profit before interest and tax/(interest expenses + capitalised interest)

Gearing ratio = Total liabilities/Total assets

Current ratio = Total current assets/Total current liabilities

Interim Report 2023



Chairman’s Statement

In the first half of 2023, we saw a complex international political and economic situation where regional conflicts and
turbulence were frequent and the lack of momentum in recovery and the low growth rate posed a challenge to the global
economy. In the face of a turbulent and changing world, the Chinese People’s Political Consultative Conference and the
National People’s Congress of the Chinese government released a series of positive signals to continue to open-up and
keep on the demand-oriented economic development and adopted measures to promote a sustainable and high-quality
development. As the economy and society have fully resumed their normal modes in the PRC, its macroeconomic policies
turn out to be significantly effective; the market demand restores; the production and supply continues to grow; the
employment rate and price level are generally stable; and residents’ income grows steadily. China’s economic operation
primarily demonstrates stabilization and a rebound.

Guangdong has been delegated a new mission and task to take the lead in promoting Chinese-style modernization after
General Secretary Xi Jinping's visit to the province in April 2023. Under the combined effect of the release of backlog
demand and the support of policy forces, the critical indicators of Guangdong have recovered in an all-round way. In the
first half of this year, its GDP exceeded RMB6 trillion, ranking first in terms of economic size among the whole country.
The willingness to travel of its residents significantly recovered, and the passenger traffic of the province increased by
68.5% year-on-year in the first half of the year. Guangdong's transportation industry seizes big opportunities such as the
formation of Guangdong-Hong Kong-Macao Greater Bay Area and the goal of building up China as a strong transportation
country and strives to accelerate the construction of a comprehensive transportation system, coordinate development
and safety, accelerate the modernization of safety management systems and capabilities, and inject a strong impetus into
high-quality economic development.

Looking back to the first half of the year, the Group adhered to the theme of high-quality development and, through the
implementation of the “five major tackling” actions, continued to promote the various measures of “one policy for one
enterprise”, achieving an overall general fundamental improvement and eventually turning losses into gains. Our half-year
revenue went beyond its goal and the net profit also exceeded the target.

Development is the foundation and the key for overcoming all difficulties, and reform and innovation are the inexhaustible
driving force for business development. In accordance with the overall concept of “promoting digital transformation
and achieving high-quality development”, we will steadfastly realize reform and innovation and continue to promote the
implementation of “one policy for one enterprise” in the second half of the year, so as to achieve the overall objective of
“comprehensively deepening reform of the service zone business, turning the transportation business from losses into
gains and stable development of the advertising business and the vehicle rescue business”.

Guangdong Yueyun Transportation Company Limited



Chairman’s Statement

Key business developments of the Group in the second half of 2023 are as follows:

Expressway Service Zones Operation

1.

Energy Business

(1

Deepening reform and improving efficiency. We shall implement “one stop, one strategy” according to
local conditions, actively expand our membership base and acquire key customers through multiple
channels, and increase our revenue scale and sales gross profit of oil products through multi-method and
personalized targeted marketing. We shall also strive to make breakthroughs on oil product wholesale
business basing on the foundation of our oil product bulk sales and non-oil product business.

Strengthening self-operated brand building. We shall launch all-staff marketing throughout our Group to
boost oil product sales, improve self-operated brand service capabilities, and continue to make efforts in
large-scale operation, refined management and brand-based efficiency of self-operated oil stations. The
brand name of “Yueyun Energy” will be strengthened to promote the development and enhance better
results of energy business.

Continuously expanding the coverage of gas station network. We shall accelerate the advancement of the
preliminary and construction works of new gas stations and make plans for the renovation and operation
of gas stations that are due to be recovered this year, so as to achieve early operation and early revenue
contributions.

Strengthening procurement cost control. We shall strengthen the analysis of the international crude oil
and domestic refined oil market, timely predict the future market trend, and strive to procure at the best
timing.

Innovating development concepts and expanding new energy business. Leveraging on the advantages

of our platform resources, we shall further build a comprehensive energy service network for oil, gas,
electricity and non-oil products.

Interim Report 2023



Chairman’s Statement

2.  Retail Business

(1) Vigorously promoting digital transformation. We shall target at well-known large-scale retail enterprises
and software providers in the market, carry out digital transformation with a tri-focus on customers,
goods, and venues, and initiate pragmatic transformation in omni-channel capabilities, customer
experience improvement, e-commerce channel construction, more flexible pickup methods, and digital
supply chain. In practice, we shall build a digital retail cloud service system suitable for the needs of
retail business scenarios in our service areas and provide the work requirements of full-service, full-link
and full-channel digital smart solutions for retail business.

(2)  Enhancing business collaboration and synergy within our Group. By aligning wholesale activities within
our Group, we shall expand our group buy and wholesale business and its customer base. We shall
integrate the upstream and downstream resources of the Group’s supply chain and extend our business
coverage through the introduction of new retail products, bulk procurement of grain and oil, office
supplies, etc. within our Group and delivery collaboration.

(3) Institutionalizing an open marketing campaign. We shall intensify product promotions, increase the unit
price of sales, and further stimulate the growth of retail business; and carry out “all-staff marketing” to
encourage the Group’s employees to expand our market through multiple channels and links.

(4) Innovating the management model of “Loyee” convenience stores to form different levels of operation
categories gradually, such as large-scale comprehensive supermarkets, medium-sized supermarkets,
small convenience stores and unmanned sales. By operating through the self-operated, wholesale supply
and franchise models, the new model of differentiated operational management for retail business will
be gradually built, striving to improve the efficiency of large-scale operation.

Guangdong Yueyun Transportation Company Limited



Chairman’s Statement

3.  Merchant Solicitation Business

(1

Adhering to the “integrated, platform-based and industrialized” model to accelerate improvement in
quality and efficiency of the merchant solicitation business in service zones. Actively carry out the
“service zone+" initiative and integrate actively with industries such as tourism, culture, logistics and
sales of characteristic products to better serve the local economic and social development.

Actively promote the reform of service zone business. Streamlining business chains, clarifying and
optimising business processes to improve management efficiency and optimise the allocation of human
resources. Adopting a flexible employment model and engaging professional property management
companies to implement comprehensive property management pilot points in some service zones
(parking zones). Actively revitalising merchant solicitation resources to create and increase income,
and speeding up the preparatory work for the commencement of the KFC franchised stores. Selecting
service zones with better economic efficacy to set up exclusive sales zones in public areas. Promote the
implementation of the temporary project of “Le Tu Hui (243&[#)" fruit festival in the summer travel period.
Commencing sales of sports lottery and platform projects such as cooked food vending machines in the
service zones to enhance the value of increasing platforms. During the period from summer travel to
spring travel of next year, organize integrated marketing activities in the merchant reforming areas in the
Guangzhou-zhanjiang Line service zone. Lengthen the staying time of passenger traffic through various
thematic marketing activities to enhance the consumption level of travellers.

Adhering to the establishment of differentiated featured service zones under the principle of “one policy
for one enterprise”. Improve the efficiency of merchant solicitation in the service zones and establish
featured service zones in accordance with local conditions. Continue to follow up the construction
progress of the Guangzhou-Zhanjiang Line service zone, complete the business upgrading renovation
project and coordinate the entry of merchants in an orderly manner. Ensure the overall project
commences operation at the same time to achieve seamless connection, ensure economic benefits while
focusing on public benefits.

Deeply explore potentials and make deployment in advances, improve floor layout and shop planning to

improve area utilization rate. Focus on utilization of idle resources and discover hidden value to improve
overall benefits.

Interim Report 2023
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Chairman’s Statement

4. Advertising Business

(1

Optimizing business processes. Enhance the refined management of each business segment and assign
responsibilities to individuals, comprehensively improve compliance management capabilities and the
capabilities to manage and control risks. Drive the upgrading of business management system, use digital
and informatized means to improve management efficiency.

Focusing on the protection of resources and the construction of new resources. Maintain communication
with each of the road sections, strive to retain the existing advertisements on overpass bridges for
continuous operation, actively explore new advertising resources and give priority to the construction of
quality resources on key road sections.

Continue the deepening of direct advertising business. Improve quality of customer services, maintain
and consolidate quality business of existing customers. Further strengthen integrated marketing, provide
customers with brand planning and design as well as cross-provincial integrated promotional services
in various media. Continue our business cooperation with peers, enrich the types of media through
methods such as exchange of resources to assist in developing new customers.

Giving full play to planning effectiveness. Enhance planning and design capabilities, team and market
competitiveness and business level. Focusing on market-oriented business and make every effort to
promote the expansion of market business such as design and planning activities outside the system.

Guangdong Yueyun Transportation Company Limited



Chairman’s Statement

Il. Road Passenger Transportation and Auxiliary Services

1.  Strengthening transformation and upgrade

(M

Promoting digital transformation. Based on the construction and operation projects of the “Digital Yueyun
(i 23E)" travel service platform as the starting point to complete the overall framework planning
and design of the “Digital Yueyun” travel service platform. Initially, establish a membership system and
build a digital operation service centre to realize the digital construction and online operation of certain
businesses of “Digital + (815 N+)", and gradually realize the output of online standardized capabilities.

Promoting the operation of the business of “digital passenger transportation”. The Group has authorised
Guangdong Yueyun Development Co., Ltd., a subsidiary of the Group, to sign a strategic cooperation
framework agreement with “Didi Chuxing (##H17)", a well-known leading internet transportation
platform in China, to exclusively cooperate in regional customized passenger transportation and long-
distance car sharing business in Guangdong Province. By combining the advantages of “Didi Chuxing”
in platform traffic, marketing tools, passenger flow organization, big data and artificial intelligence, the
Group’s advantages in vehicles, routes, brands and management are fully explored and utilized. In the
second half of the year, most of the Group’s road transportation resources will be transferred online,
social vehicles will be recruited to develop online car-hailing routes from cities, counties and districts
to townships, striving for more market share of online car-hailing, and tap the potential of digital
transformation in the passenger transportation business.

Actively expanding off-site businesses. Expansion of off-site businesses such as chartered vehicles and
commuting, continue to promote all-employee marketing and widen the marketing channels to achieve
steady growth in off-site business revenue.

Actively revitalizing assets. We will actively promote the revitalization of effective assets in various forms
and carry out overall planning for properties such as stations and office buildings. By compressing the
office area and passenger transportation functions of stations, the area available for leasing will increase
and the occupancy rate of properties such as stations and office buildings will be enhanced through
multiple channels.

Interim Report 2023
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Chairman’s Statement

2. Promote “one policy for one enterprise”, optimise business structure and enhance operating
efficacy

M

Implementing “effective remedies” on loss-making business entities of class one category at the county
level to stop damage and reduce losses, and promote the orderly exit of some transportation companies
through closure, cancellation, equity transfer and other methods.

Reduce interest-bearing liabilities to prevent and resolve debt risks. Although the road transportation
business has achieved a turnaround in its overall operation and continued to improve its fundamentals,
reducing the scale of interest-bearing liabilities is still the focus in the second half of the year. Interest-
bearing liabilities for the whole year will be decreased as compared with last year. Capturing on the
window period of market recovery, we will actively dispose of marketable assets to alleviate capital
pressure, strive for local subsidies and increase recovery efforts.

Optimizing human resources and organizational structure. Through measures such as controlling the
proportion of management personnel and matching production personnel according to business volume,
we actively promote the optimization of personnel structure and reasonably control the total number of
employees.

We have implemented a performance appraisal plan oriented towards performance targets. According
to the annual net profit target, the three grades of profit-making enterprises, low-profit enterprises
and loss-making enterprises have been set up to fully function as the “directing baton” in performance
appraisal to improve the motivation to work among employees and facilitate the enhancement of the
overall operating results of the Company.

Guangdong Yueyun Transportation Company Limited



Chairman’s Statement

3.  continuing to develop expressway vehicle rescue business

M

Promoting the construction of a “Digital Rescue” platform. Leveraging on the advantages of the existing
expressway vehicle rescue service network and offline service capabilities, we strive to build a provincial
service platform for vehicle rescue “Rescue by pressing one button (—#&k3)". With the platform’s
information technology and service standardization, it integrated the offline resources of the province's
vehicle rescue services, and the service scope will ultimately cover expressways, national highways and
urban roads.

A mathematical model for analysing the optimal allocation of vehicle rescue resources will be built
to improve the rescue efficiency of the original points by calculating the optimal location, and the
calculation results will be reported to the road section operational management unit to jointly optimize
the layout of rescue points.

Promoting market-oriented mechanism. Through measures such as striving for the acquisition of B-end
customers, channel sales, all-employee marketing incentives and appraisals, continuous growth in the
number of gold card members and the incremental operating revenue of the membership-based vehicle
travel protection service of the expressway vehicle rescue business will be realized.

KEY BUSINESS DEVELOPMENTS AND FINANCING ARRANGEMENTS FOR THE SECOND
HALF OF 2023

The Group will use loans and funds generated from its operations to meet the funding requirements for business

developments and financing arrangement for investments.

Guo Junfa

Executive Director and Chairman of the Board

Guangzhou, PRC
22 August 2023
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Management Discussion and Analysis

BUSINESS REVIEW

In the first half of 2023, with the full relaxation of the pandemic prevention and control measures, China’s economy has
begun to enter a stage of recovery, and people’s travel demand has been released. The Group recorded significant growth
in, among others, expressway service zone operation business, road passenger transportation and auxiliary business
and Taiping Interchange operation business. The Group has also actively implemented “one policy for one enterprise”
and achieved cost reduction and efficiency enhancement through refined management, and the Group as a whole has
turnaround from loss to profit.

TRAVEL SERVICE SEGMENT

I

Expressway Service Zone Operation

Focusing on the development strategy of the 14th Five-Year Plan, the Group kept abreast of market changes,
comprehensively promoted the reform of the service zone operation, actively stabilised growth, reduced costs
and ensured revenue, and strived to promote the development of various businesses such as energy, merchant
solicitation, retail and advertising.

1.

Energy Business

The Group continued to expand and strengthen its energy business, enhance its own brand name and create
a new momentum for energy development. As of the end of June 2023, the Company had 209 oil stations with
operating right, including 66 owned and operated oil stations, 13 cooperative oil stations and 130 oil stations
under contracted operations. In the first half of 2023, we have mainly carried out the following tasks:

Q)

Pursuant to the energy business development strategy, we expanded the oil station network, optimized
the development layout of traditional energy and new energy, accelerated the commencement
of operation of newly constructed oil stations in northern Guangdong and Henghe, coordinated
the acquisition of oil station resources for service zone expansion of the Shenzhen-Shantou West
Expressway, and expanded sales of oil products through multiple channels.

Personalised marketing activities have been carried out continuously. Differentiated targeted marketing
has been implemented under “one policy for one enterprise”, diversified marketing activities have been
carried out and facilitated the increases in both overall sales volume of oil products and the sales volume
per customer. In the first half of the year, a total of 27 batches of marketing campaigns under “one policy
for one enterprise” have been carried out, acquiring new contracts from 18 major refuelling customers,
the total number of contracted major refuelling customers reached 85. By actively expanding the Yueyun
Energy membership customers and enhancing brand awareness, the total number of e-members has
exceeded 760,000.

Optimizing service methods. Various types of payment methods are utilized by self-operated oil stations,
such as automatic payment machines, mobile POS machines, WeChat and Alipay, to improve the
operation efficiency of oil stations and ensure the smooth flow of refuelling vehicles during peak periods.

Actively exploring the layout of the comprehensive energy industry. In response to changes in the
international and domestic energy markets, the transformation from sales of traditional oil products to
provision of new energy services has been accelerated, a new landscape has been gradually formed for
the development of diversified energy industries such as refuelling, charging and swap of batteries, and
a landscape of new industries for the development of energy business has been built.

Guangdong Yueyun Transportation Company Limited



Management Discussion and Analysis

Retail Business

The Group continued to leverage on its geographical advantages to optimize its business structure and

enhance market competitiveness of the “Loyee” brand while expanding into new space for its retail business.
As of the end of June 2023, the Group has 479 “Loyee” convenience stores. The main tasks of the retail
business in the first half of 2023 include:

Q)

Implementing the retail business reform plan in an orderly manner. The retail business management
model has been adjusted to implement vertical management and improve management efficiency,
differentiated operational management has gradually taken shape, such as big retail, “Loyee” stores and
unmanned sales, to reduce labour costs.

Accelerating the implementation of the construction project of digital retail system. To adapt to the
needs of retail business development, we have started building a digital retail cloud service system to
provide a digital foundation for the reform and transformation of retail business in the service zones.

Capturing opportunities to develop business and create new benefits. By fully capture the opportunities
of the recovery of traffic flow on expressways, marketing efforts have been strengthened to vigorously
expand group purchase and wholesale customers, thematic marketing activities have been organised,
and special positions have been set up as points of sales for cooked food during the peak period of
passenger flow during holidays, full manpower has been deployed in the marketing campaign of the
“Luzhou Laojiao (EJN=£%)" series of products. Efforts have been dedicated to vigorously expand group
purchase and wholesale customers, 26 new wholesale customers have been acquired, and wholesale
revenue has increased by approximately 40% as compared with the same period of last year.

Interim Report 2023
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Management Discussion and Analysis

13 Merchant Solicitation Business

The Group has continued exploring the commercial value of the service zones, enriching the business forms
of operation and services, and enhancing the development capabilities of our platform. As of the end of June
2023, 361 service zones have been granted operation rights and 351 service zones are in operation. In the
first half of 2023, the Group has mainly adopted the following measures to enhance the level of merchant
solicitation business:

(1) Promoting the reform of merchant solicitation business in the service zones. We have streamlined
the business chain of merchant solicitation, clarified and optimized business processes, improved
management efficiency, and completed the reform on organisation. We have promoted the
implementation of the overall outsourcing management of public services in seven pairs of service zones
(parking zones) of Er-Guang Expressway. A competitive recruitment mechanism has been established and
completed the optimization and adjustment of staff positions in the service zones.

(2)  Actively revitalizing merchant solicitation resources. We have promoted the establishment and operation
of Yangjiang “Yipinhui” stores and the “Le Tu Hui (%43&[&)" fruit festival projects in 35 pairs of service
zones during the summer season. Sales of sports lottery tickets and cooked food vending machines have
been promoted in 8 pairs of service zones in Xincheng to enhance the value of increased platforms.
Overall marketing campaigns have been promoted on service zones such as Liangjinshan, Dahuai, Yayao,
Shengtang and Xinyangjiang along the Guangzhou-Zhanjiang Line.

(3) The leasing process has been optimised through multiple measures. Pre-leasing information has been
actively published on important channels such as newspapers and institutional websites to increase the
width of promotional coverage for leasing, and the opportunity of economic recovery has been captured
to intensify the efforts on leasing commercial shops. At of the end of June 2023, a total of 155 leasing
projects have been launched, 77 have been successful, with a successful leasing rate of 50%, and rate of
leased out commercial shop area in service zones has reached 69.80%.

Guangdong Yueyun Transportation Company Limited



Management Discussion and Analysis

Advertising Business

The Group continued to improve its refined management capabilities, explored the potential value of
advertising resources, and focused on the development of all-media advertising business. As of the end of June
2023, the Group has operation rights of advertising on 75 expressways, operation and management rights of

advertising resources on 361 service zones, and ownership of 509 resources, mainly including pillars, overpass
bridges, gantry, billboards above toll stations, floor standing boards and billboards above service zones. The
major operating initiatives of the advertising business in the first half of 2023 are as follows:

M

Maintaining the overall stability of advertising resources. Protect existing advertising resources as well as
increase the construction of new advertising billboards. As of the end of June 2023, 5 road sections have
been planned and the infrastructure construction of 3 innovative floor standing billboards have been
completed, site selection and design of 6 new advertising pillars have been completed. Negotiations with
property owners have been conducted to accelerate the redevelopment of Guanggingyun Road Overpass
Bridge and Guangzhu Dongxiasha Overpass Bridge.

Increasing marketing efforts. Maintain the existing customers by improving service quality and provide
professional services for customers’ brand marketing, consolidate the business of a group of existing
customers and further explore more cooperation. Pre-disclosure of open solicitation of merchants for
“soliciting merchants of advertising resources” has been conducted through the “Guangdong Tender
website” to widely attract interested lessees through the methods of whole package leasing and single
leasing, as well as by way of integration of resources.

Building a market-based management mechanism. The organizational structure of advertising companies
has been optimised and adjusted to better adapt to market-oriented business. The collection and
prosecution efforts on customers with overdue payments have been increased to reduce the amount of
accounts receivable.

Interim Report 2023
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Management Discussion and Analysis

11.

Road Passenger Transportation and Auxiliary Business

In accordance with the overall strategy of “retaining business operations adopting TC public transportation mode and
phasing out other domestic passenger transportation business operations orderly”, we formulated a main guideline
for transportation enterprises to “phase out passenger transportation business orderly and pursue transformation
and development under their own specific circumstances”. According to the production and operation, resources
and financial conditions of each transportation enterprise, the Group formulated the work plan of “one policy for one
enterprise” to carry out refined management of transportation enterprises, and realized a turnaround from loss to
profit in the overall passenger transportation business during the first half of the year. In the first half of 2023, the

passenger transportation business has focused on the following tasks:

1. Actively promoting “one policy for one enterprise”

Q)

Through the implementation of “one policy for one enterprise”, we have focused on the goal of “refining
and optimising passenger transportation business, ensuring the turnaround from losses for the overall
transportation enterprises”, conduct marketing promotions with increased efforts on passenger
transportation business, and strive to increase the operating revenue from passenger transportation
business. Staff structure has been optimised to exercise reasonable control on total labour costs. Cost
control has been strengthened to continue reducing management costs. In the first half of 2023, 9
transportation companies of the Group have achieved profitability.

Actively collecting government subsidies. Through strengthening communication with the government
and urge the government to announce comprehensive local financial subsidy policies for public
transportation business, as well as implementing the confirmation and appropriation of operation
subsidies by the government, we have actively collected new local operation subsidy amounted to
RMB65.44 million in the first half of the year.

Reducing interest-bearing liabilities and financial expenses. As of the end of June 2023, the interest-
bearing liabilities of the Group’s domestic transportation enterprises decreased by RMB78.62 million as
compared with that at the beginning of the year.

Guangdong Yueyun Transportation Company Limited



Management Discussion and Analysis

2. Strengthening efforts to realise transformational development of the passenger transportation business

M

Actively promoting the business of “digital passenger transportation”. During the first half of 2023, the
Company has launched 61 customized passenger transportation routes (with bus stops) online, the
daily average passenger traffic of customized passenger routes in the first half of the year was 3,200
passenger-times and could reach 7,983 passenger-times during peak hours. The Company has in-
depth cooperation with China’s leading internet transportation platform “Didi Chuxing (& H7T)", and
exclusively cooperates with Guangdong regional customized passenger transportation and long-distance
car sharing business. In the first half of 2023, we piloted a number of customized passenger routes (with
bus stops), the daily average peak period actual load rate was 62%, and the highest actual load rate
could reach 92.54%.

Carrying out all-staff marketing. Taking the opportunity of full relaxation of pandemic prevention and
control measures, marketing efforts have been increased and actively expand customized, chartered
vehicles, commuting, research and study tours, school buses, travel and other out-of-station businesses
through all-staff marketing.

Actively revitalizing the existing stations and land resources. Through disposal of vehicles and properties,
the amount of funds recovered was RMB37.15 million. In order to increase the utilization rate of existing
resources, by reducing the area of passenger transportation functions at the stations, reducing the office
area, and leasing existing land and properties to external parties pursuant to the principle of “leasing
as far as possible”, rental income (including operating revenue from cooperation) for the first half of the
year amounted to RMB46.17 million, representing a year-on-year increase of RMB9.64 million or 27%.
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1.

V.

Continuous Development of Expressway Vehicle Rescue Business

The Group continues to expand its expressway vehicle rescue business. As of the end of June 2023, the Group has

established three rescue centres in northern Guangdong, eastern Guangdong and western Guangdong, respectively,

with 192 rescue stations across the province. The expressway vehicle rescue service mileage reached 7,010 km on

79 road sections with 676 rescue vehicles of various types. The main tasks of the rescue business in the first half of
2023 include:

(1

Continuing to improve the ability of expressway vehicle rescue and support services. Stationing points have
been optimised continuously. According to changes in the road network and traffic flow, the Company
achieved a 30-minute arrival punctuality rate of 91.01% and a 60-minute obstacle clearing punctuality rate of
99.86% after the optimization and adjustment. During the major holidays of Spring Festival, Qingming Festival
and May 1st in 2023, the 30-minute arrival punctuality rate of 91% has been achieved.

Promoting the construction of a “Digital Rescue” platform. The scheme design, project establishment and
procurement of the first phase of the expressway vehicle rescue service platform of Digital Rescue have been
completed. As of the end of June this year, the intelligent dispatch function of the system platform has been
implemented based on the initial version of the existing system, and the production environment has been
deployed, and is currently being promoted. ETC new interface data docking; the optimization of resource
allocation model has completed initial algorithm modelling and will be deployed to the test environment.

Expanding business ideas and strive for incremental business. Promote the marketing initiatives of
membership-based travel security service products and marketing incentives for all employees; in the first
half of the year, the income of gold card members of membership-based vehicle travel security services was
RMB374,500, and the number of gold card members increased by 10,137. The platform of “Rescue by pressing
one button (—#HIE)" and other expressway worry-free travel services have reached out to 76,840 persons.

Taiping Interchange Operation

We continue to maintain the operational management of the Taiping Interchange, daily inspection for the entire road

section has been carried out, maintenance and repair works have been organised and implemented.

(M

As of the end of June 2023, the accumulated toll traffic volume was approximately 18.26 million vehicle-
trips, representing an average of approximately 101,400 vehicle-trips per day and a year-on-year increase of
approximately 46.55%.

Continuous implementation of maintenance and repair plans. In order to ensure the safe operation of
structures, the maintenance of electromechanical systems, toll collection systems, communication systems
and monitoring systems was strengthened, and the daily inspections of the Taiping Interchange have been
continuously improved to ensure the safety and smooth flow on bridges and roads.
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FINANCIAL REVIEW (DATA HAS BEEN RESTATED FOR THE CORRESPONDING PERIOD
OF 2022)

THE GROUP’S INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 JUNE 2023

For the six months ended 30 June 2023, operating income of the Group amounted to RMB3,498.266 million (corresponding
period in 2022: RMB2,915.460 million), representing a year-on-year increase of RMB582.806 million or 20%. Gross profit
amounted to RMB298.425 million (corresponding period in 2022: RMB151.916 million), representing a year-on-year increase
of RMB146.509 million or 96%. The year-on-year changes in operating revenue and gross profit were mainly due to the
year-on-year increase in passenger transportation volume and passenger traffic volume in expressway service zones and
transportation business as the Company actively promoted reforms of the service zone business and expanded off-station
business.

For the six months ended 30 June 2023, the Group's cumulative net profit attributable to shareholders of the parent
company (the “Shareholders”) amounted to RMB122.634 million (corresponding period in 2022: net loss attributable to
shareholders of the parent company amounted to RMB77.222 million), representing a year-on-year increase of RMB199.856
million; basic earnings per share was RMBO0.15 (corresponding period in 2022: basic loss per share of RMBO0.10),
representing a year-on-year increase of RMBO0.25 per share. The increase was mainly due to the following reasons: Firstly,
“one policy for one enterprise” was implemented in the road transportation business and achieved remarkable results in
reducing costs and increasing efficiency. Secondly, with the comprehensive relaxation of the pandemic preventive and
control measures, people’s travel demand was released, resulting in the increase in operating income of the Group’s
service zone operation business, road passenger transportation and auxiliary business and Taiping Interchange operation
business.
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Operating income

Operating income of the Group was mainly derived from expressway service zone operation business and road passenger
transportation and auxiliary business. In the first half of 2023, the Group's operating income amounted to RMB3,498.266
million (corresponding period of 2022: RMB2,915.460 million), representing a year-on-year increase of RMB582.806 million
or 20%.

Operating income by business segment:

For the six months ended For the six months ended
30 June 2023 30 June 2022
RMB’000 Percentage RMB’'000 Percentage
Expressway service zone operation 2,388,803 68% 1,886,617 65%
Road passenger transportation
and auxiliary business 1,041,882 30% 972,646 33%
Taiping Interchange operation 67,432 2% 43,570 2%
Other business 149 0% 12,627 0%
Total 3,498,266 100% 2,915,460 100%
1. Expressway Service Zone Operation Business

Expressway service zone operation business recorded operating income of RMB2,388.803 million for the first half
of 2023 (corresponding period in 2022: RMB1,886.617 million), representing a year-on-year increase of RM502.186
million or 27%, of which:

(1

For energy business, the operating income amounted to RMB1,978.699 million for the first half of 2023
(corresponding period in 2022: RMB1,550.992 million), representing a year-on-year increase of RMB427.707
million or 28%, which was mainly due to the year-on-year increase in the sales volume of oil stations.

For retail business, the operating income amounted to RMB265.487 million for the first half of 2023
(corresponding period in 2022: RMB169.487 million), representing a year-on-year increase of RMB96.000 million
or 57%, which was mainly attributable to the capture of opportunities arising from the recovery of vehicle
traffic on expressways to increase marketing efforts and increase the sales volume of commercial products by
the Company.

For merchant solicitation business, the operating income amounted to RMB114.617 million for the first half of
2023 (corresponding period in 2022: RMB125.456 million), representing a year-on-year decrease of RMB10.839
million or 9%, which was mainly due to the exit of merchants affected by the pandemic, resulted in many
vacant shops, and the rent level of new merchants was low.

For advertising business, the operating income amounted to approximately RMB30.000 million for the first half
of 2023 (corresponding period in 2022: RMB40.682 million), representing a year-on-year decrease of RMB10.682
million or 26%, which was mainly due to the year-on-year decrease in revenue from column billboards.
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Road Passenger Transportation and Auxiliary Business

Road passenger transportation and auxiliary business recorded operating income of RMB1,041.882 million for
the first half of 2023 (corresponding period in 2022: RMB972.646 million), representing a year-on-year increase of
RMB69.236 million or 7%, which was mainly attributable to the relaxation of all pandemic preventive and control
measures that released the travel demand of people and resulted in a rise in traffic flow of passengers and vehicles.

Taiping Interchange Operation Business

Taiping Interchange recorded operating income of approximately RMB67.432 million for the first half of 2023
(corresponding period in 2022: RMB43.570 million), representing a year-on-year increase of RMB23.862 million or
55%, which was mainly due to the year-on-year increase in the daily average vehicle traffic flow.

Other Business

Other Business recorded operating income of RMB149,000 for the first half of 2023 (corresponding period in 2022:

RMB12.627 million), representing a year-on-year decrease of RMB12.478 million or 99%, which was mainly due to a
decrease in the business volume of material logistics inventory.
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GROSS PROFIT

The Group recorded a gross profit of RMB298.425 million for the first half of 2023 (corresponding period in 2022:
RMB151.916 million), representing a year-on-year increase of RMB146.509 million or 96%, with a gross profit margin of
8.53% (corresponding period in 2022: 5.21%).

Gross profit by business segment:

For the six months ended For the six months ended
30 June 2023 30 June 2022
RMB’'000 Percentage RMB'000 Percentage
Expressway service zone operation 216,887 73% 206,417 136%
Road passenger transportation and
auxiliary business 26,147 9% (86,105) (57%)
Taiping Interchange operation 55,384 18% 31,256 21%
Other business 7 0% 348 0%
Total 298,425 100% 151,916 100%
1.  Expressway Service Zone Operation

Expressway service zone operation business recorded a gross profit of RMB216.887 million for the first half of 2023
(corresponding period in 2022: RMB206.417 million), representing a year-on-year increase of RMB10.470 million or
5%, with a gross profit margin of 9% (corresponding period in 2022: 11%). Of which:

(1

The energy business generated a gross profit of RMB182.944 million for the first half of 2023 (corresponding
period in 2022: RMB192.695 million), representing a year-on-year decrease of RMB9.751 million or
approximately 5%, with a gross profit margin of 9% (corresponding period in 2022: 12%), which was mainly due
to the year-on-year decrease in the purchase-to-sale margin ratio of oil products.

The retail business recorded a gross profit of RMB39.358 million for the first half of 2023 (corresponding period
in 2022: RMB4.221 million), representing a year-on-year increase of RMB35.137 million or 832%, with a gross
profit margin of 15% (corresponding period in 2022: gross profit margin was 2%), which was mainly due to the
increase in marketing efforts by the Company and the year-on-year increase in revenue.

The merchant solicitation business recorded a gross 10oss of RMB17.062 million for the first half of 2023
(corresponding period in 2022: gross loss of RMB7.278 million), representing a year-on-year decrease of
RMB9.784 million or 134% in gross profit. The gross loss margin was 15% (corresponding period in 2022: gross
loss margin of 6%), which was mainly due to the larger number of vacant shops in the merchant solicitation
business that resulted in less revenue.

The advertising business recorded a gross profit of RMB11.647 million for the first half of 2023 (corresponding
period in 2022: RMB16.779 million), representing a year-on-year decrease of RMB5.132 million or 31%, with
a gross profit margin of 39% (corresponding period in 2022: 41%), which was mainly due to a decrease in
business revenue.
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2.  Road passenger Transportation and Auxiliary Business

The road passenger transportation and ancillary business recorded a gross profit of RMB26.147 million for the first
half of 2023 (corresponding period in 2022: a gross loss of RMB86.105 million), representing a year-on-year increase
of RMB112.252 million or 130% in gross profit, with a gross profit margin of 3% (corresponding period in 2022: gross
loss margin of 9%). This was mainly due to (1) the implementation of “one policy for one enterprise” in the road
transportation business that achieved remarkable results in reducing costs and increasing efficiency, and (2) the
growth in operating revenue with comprehensive relaxation of the preventive and control measures against the
pandemic.

3. Taiping Interchange Operation Business

The Taiping Interchange operation business recorded a gross profit of RMB55.384 million for the first half of 2023
(corresponding period in 2022: RMB31.256 million), representing a year-on-year increase of RMB24.128 million or
77%, with a gross profit margin of 82% (corresponding period in 2022: 72%), which was mainly due to a year-on-year
increase in daily average vehicle traffic flow that resulted in the increase in revenue.

4.  Other Business
Other business recorded a gross profit of RMB7,000 for the first half of 2023 (corresponding period in 2022:
RMB348,000), representing a year-on-year decrease of RMB341,000 or 98%. The gross profit margin was 5%
(corresponding period in 2022: 3%).

Administrative and research and development expenses

In the first half of 2023, the Group’s total administrative and research and development expenses amounted to

RMB214.439 million (corresponding period in 2022: RMB274.378 million), representing a year-on-year decrease of

RMB59.939 million or 22%. This was mainly due to the benefit of implementing “one policy for one enterprise” in the road
transportation business this year and achieved remarkable results in reducing costs and increasing efficiency.
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Finance expenses

In the first half of 2023, the Group incurred finance expenses of RMB86.573 million (corresponding period in 2022:
RMB108.262 million), representing a year-on-year decrease of RMB21.689 million or 20%, which was mainly due to a year-
on-year decrease in interest-bearing liabilities.

Other income

In the first half of 2023, the Group recorded other income of RMB174.779 million (corresponding period in 2022:
RMB189.110 million), representing a year-on-year decrease of RMB14.331 million or 8%, mainly due to the decrease in VAT
reduction and exemption.

Investment gains/(losses)

In the first half of 2023, the Group recorded investment gains of RMB40.197 million (corresponding period in 2022:
investment losses of RMB3.176 million), representing a year-on-year increase of RMB43.373 million or 1,365% in gains,
which was mainly due to a year-on-year increase in the net profit generated by associates and joint ventures during the
period with the comprehensive relaxation of preventive and control measures against pandemic.

Credit impairment losses

In the first half of 2023, the Group’s credit impairment losses amounted to RMB8.703 million (corresponding period in
2022: credit impairment losses of RMB6.353 million), representing a year-on-year increase of RMB2.350 million or 37% in
impairment losses, which was mainly due to the year-on-year increase in the balance of receivables during the period that
resulted in a year-on-year increase in the provision for credit impairment losses.

Gains on disposal of assets

In the first half of 2023, the Group recorded gains on disposal of assets of RMB24.084 million (corresponding period in
2022: RMB11.708 million), representing a year-on-year increase of RMB12.376 million or 106%.

Non-operating income and expenses
In the first half of 2023, the Group’s non-operating net income was RMB1.941 million (corresponding period in 2022: net
income of RMB5.794 million), representing a year-on-year decrease of RMB3.853 million or 67% in net income, mainly due

to the year-on-year decrease in COVID-19 related subsidies and the year-on-year increase in the damage and scrapping
losses of non-current assets.
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Liquidity and Capital Structure

The Group adopted prudent financial management policies in its financial management and implemented strict budget
control on the use of funds. The Group satisfied its cash requirements for payable contractual obligations and general
working capital mainly through cash generated from operating activities and bank borrowings. The Group proactively
reduced interest-bearing liabilities and strived to achieve the optimal financing cost. The Group enhanced internal
allocation of funds through the operation of cash pooling to improve the efficiency of utilization of funds. Benefiting from
the strict budget control over its funds and optimization of its financial structure, the Group’s balance of available credit
facilities granted by banks and other financial institutions amounted to RMB3,234.800 million in the first half of 2023, which
provided sufficient protection for the Group’s operating loans and ensured repayment of principal and interest without

risk.

30 June 2023 31 December 2022
Items RMB'000 RMB'000
Borrowings (from banks and other financial institutions) 2,254,104 2,384,127
Less: Cash and cash equivalents 1,028,204 945,099
Net debt 1,225,900 1,439,028
Total liabilities 6,578,418 6,733,847
Total shareholders’ equity 2,633,801 2,481,755
Total equity 3,859,701 3,920,783
Total assets 9,212,219 9,215,602
Gearing ratio 31.76% 36.70%
Asset to liability ratio 71.41% 73.07%

Gearing ratio = Net debt/Total equity
Total equity = Net debt + Total shareholders’ equity
Asset to liability ratio = Total liability/Total assets
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Cash Flows

In the first half of 2023, the Group mainly used cash generated from operations and low-interest long-term liabilities to
meet contractual commitments and general working capital requirements. The Group’s cash and cash equivalents are
basically denominated in Renminbi. After deducting the impact of exchange rate changes, the information of cash and
cash equivalents is as follows:

For the For the

six months ended  six months ended
30 June 2023 30 June 2022 Change
Cash generated from/(used in) RMB'000 RMB'000 RMB'000
Operating activities 395,513 128,173 267,340
Investing activities (20,824) (85,840) 65,016
Financing activities (292,816) (155,793) (137,023)

Operating activities

The Group's net cash inflow from operating activities amounted to RMB395.513 million in the first half of 2023
(corresponding period in 2022: net cash inflow of RMB128.173 million), representing a year-on-year increase of net cash
inflow of RMB267.340 million, which was mainly due to a year-on-year increase in revenue for the period resulting in a
year-on-year increase in cash received from product sales and provision of labour services.

Investing activities

In the first half of 2023, the net cash outflow from investing activities was RMB20.824 million (corresponding period in
2022: net cash outflow of RMB85.840 million), representing a decrease in net cash outflow of RMB65.016 million, which
was mainly attributable to strengthened control over investment scale and reduction in the acquisition and construction of
long-term assets like vehicles.

Financing activities

In the first half of 2023, the net cash outflow from financing activities was RMB292.816 million (corresponding period in

2022: net cash outflow of RMB155.793 million), representing an increase in net cash outflow of RMB137.023 million, which
was mainly due to a year-on-year increase in debt repayment expenses.
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Borrowings

As of 30 June 2023, the Group had outstanding borrowings of RMB2,252.104 million (31 December 2022: RMB2,384.127
million). Of which: (i) unsecured short-term loans: RMB512.625 million (31 December 2022: RMB598.646 million); (i) secured
short-term loans: RMB219.592 million (31 December 2022: RMB145.392 million); (iii) pledged short-term loans: Nil (31
December 2022: RMB6,000); (iv) unsecured long-term loans: RMB683.272 million (31 December 2022: RMB824.447 million);
(v) secured long-term loans: RMB413.360 million (31 December 2022: RMB343.358 million); (vi) pledged long-term loans:
RMB15.000 million (31 December 2022: RMB17.520 million); (vii) finance lease payables: RMB408.255 million (31 December
2022: RMB448.764 million). As of June 30, 2023, the Group's borrowings are denominated in Renminbi and bear interest at
floating or fixed rates, of which approximately 31% of the amount of borrowings bear interest at fixed rates.

Material subsequent events
Nil.
Significant investments, major acquisitions, disposals and establishment of new companies

During the Reporting Period, the Company did not conduct any material acquisitions, disposals of or establishment of
subsidiaries, associates and joint ventures, or make any significant investment.

Interim Report 2023

29



30

Management Discussion and Analysis

Major properties held for investment

Name of property

Hong Kong Plaza

No. 2 office, 1/F, King's Court,
Wai Ching Street, Jordan Road,
Kowloon

underground Shop, Hang On Building,
159A Sai Yeung Choi Street North,

Mongkok, Kowloon

Apartment of Drivers

Passenger Traffic Center Building in
Lianzhou

Complex Building of Vehicle Passenger
Terminal in Danxiag Mountain

Pledge of assets

Address

Unit 13-14, 24/F, Hong Kong Plaza,
188 Connaught Road West, Sai Wan,
Hong Kong

No. 2 office, 1/F, King's Court, N0.65,
67, 69, 71, 73, 75, Wai Ching Street,
Jordan Road, Kowloon, Hong Kong

uUnderground Shop, Hang On Building,
159A Sai Yeung Choi Street North,

Mongkok, Kowloon, Hong Kong

Interchange between Fugianxi Road

and Huancheng Road, Quijiang District,

Shaoguan City, the PRC

No. 136, Beihu Road, Lianzhou City,
the PRC

Complex Building of Vehicle Passenger

Terminal in Danxia Mountain

Usage

Operating lease

Operating lease

Operating lease

Operating lease

Operating lease

Operating lease

Type of lease
Short-term

(within 10 years)

Short-term
(within 10 years)

Short-term
(within 10 years)

Short-term
(within 10 years)

Short-term

(within 10 years)

Long-term
(over 10 years)

As at 30 June 2023, fixed assets at the net value of approximately RMB399.466 million (31 December 2022: RMB260.807
million) and land use rights at the net value of approximately RMB145.514 million (31 December 2022: RMB116.905 million)
of the Group were pledged as security for borrowings and long-term payables.

Foreign exchange risk and hedging

Most of the revenue and expenditure of the Group are settled or denominated in RMB, except for the revenue and
expenditure that relate to cross-border transportation services. In the first half of 2023, the working capital and liquidity
of the Group were slightly affected by the fluctuations in foreign exchange rate. The directors of the Company (the
“Director(s)”) believe that the Group will have sufficient amount of foreign currency to meet its demand. The Group
will continue to pay close attention to the currency fluctuations of RMB and will adopt proper measures to reduce the
currency risk exposure of the Group based on its operating needs.

Contingent liabilities

As of 30 June 2023, the Group had no material contingent liabilities.
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SHARE CAPITAL

As at 30 June 2023, there were a total of 799,847,800 ordinary shares of the Company in issue, over 25% of which were
held by the public. The public float satisfied the requirements under the Rules (the “Listing Rules”) Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). So far as it was known to the
Directors, as of 30 June 2023, the controlling shareholders and the actual controller of the Company remained unchanged.

MAJOR SHAREHOLDERS WITH SHAREHOLDING OF 10% OR MORE IN THE COMPANY

As at 30 June 2023, GCGC directly held 592,847,800 Domestic Shares, representing 100% of the issued Domestic Shares
and approximately 74.12% of the total issued share capital of the Company.

GCGC is a controlling shareholder of the Company. Its legal representative is Deng Xiaohua and its registered capital

as at 30 June 2023 was RMB26.8 billion. It is principally engaged in investment, construction and management of the
expressways in the Guangdong Province, as well as logistics and transportation business.
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INTERESTS OF MAJOR SHAREHOLDERS IN THE SHARES AND UNDERLYING SHARES OF
THE COMPANY

As at 30 June 2023, so far as it was known by or otherwise notified to any Director or chief executive of the Company, the
following persons (other than the Directors, the supervisors (the “Supervisors”) and chief executive of the Company) had
5% or more interests in the Shares and underlying Shares (within the meaning of Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO")) as recorded in the register required to be kept by the
Company under section 336 of the SFO:

Number Approximate
of Shares/ percentage Approximate
uUnderlying in the relevant  percentage in
Class of Shares held class of share total share
Name of Shareholder Shares (Note 1) Capacity capital capital
GCGC Domestic 592,847,800 Beneficial owner 100% 74.12%
Shares
China Petrochemical Corporation  H Shares 33,570,000 Interests of 16.22% 4.20%
(Note 2)  controlled
corporation
China Petroleum & Chemical H Shares 33,570,000 Interests of 16.22% 4.20%
Corporation (Note 2)  controlled
corporation
Sinopec Sales Company Limited H Shares 33,570,000 Interests of 16.22% 4.20%
(Note 2)  controlled
corporation
Sinopec (Hong Kong) Limited H Shares 33,570,000 Beneficial owner 16.22% 4.20%
(Note 2)
Pope Asset Management, LLC H Shares 22,896,247  Investment 11.06% 2.86%
manager
Shah Capital Management H Shares 18,035,000 Investment 8.71% 2.25%
manager

Note 1: The number of H shares are based on records filed by the shareholders and/or enquiries made by the Company on the shareholders, taking
into account the issue of bonus shares by the Company in 2015.

Note 2: Sinopec (Hong Kong) Limited is a wholly-owned subsidiary of Sinopec Sales Company Limited and China Petroleum & Chemical Corporation
holds as to 70.42% of Sinopec Sales Company Limited while China Petrochemical Corporation holds as to 68.96% of China Petroleum &
Chemical Corporation. Accordingly, China Petrochemical Corporation, China Petroleum & Chemical Corporation and Sinopec Sales Company
Limited are deemed to be interested in 33,570,000 H shares held by Sinopec (Hong Kong) Limited respectively.

Save as disclosed above, as at 30 June 2023, the Company was not aware of any other interests or short positions in the
shares or underlying shares of the Company that are required to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or required to be recorded in the register required to be kept by the Company
under Section 336 of the SFO.
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CHANGES IN SHARES
There had been no changes in the shares of the Company for the six months ended 30 June 2023.
PURCHASE, SALE OR REDEMPTION OF LISTED SHARES OF THE COMPANY

During the six months ended 30 June 2023, the Company did not redeem any of its listed shares. Neither the Company nor
its subsidiaries repurchased or sold any shares of the Company.

INTERESTS OF DIRECTORS, SUPERVISORS AND CHIEF EXECUTIVE IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE COMPANY AND OTHER ASSOCIATED
CORPORATIONS

As at 30 June 2023, the interests (or long positions) and short positions of the Directors, Supervisors and chief executive
of the Company in the shares, underlying shares and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which were required: (a) to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO, or (b) pursuant to section 352 of the SFO, to be entered in the register
as referred to therein, or (c) pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) set out in Appendix 10 to the Listing Rules, to be notified to the Company and the Stock Exchange were
as follows:

Long positions in the shares, underlying shares and debentures of associated corporations of the
Company:

Approximate
percentage in the

Name of Director/ Number of relevant class of

Name of associated corporation Supervisor Capacity shares held share capital

Guangdong Provincial Expressway Chen Chuxuan Beneficial 5,987 0.00046%
Development Co., Ltd. owner

Except as disclosed above, as at 30 June 2023, none of the Directors, Supervisors or chief executive of the Company had
any interests or short positions in any shares or underlying shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFQ) as recorded in the register required to be kept under section 352
of the SFO, or otherwise notified to the Company and the Stock Exchange pursuant to the Model Code.
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COMPLIANCE WITH CORPORATE GOVERNANCE CODE

The Company is committed to maintaining high standards of corporate governance in the Group and the Board considers
that effective corporate governance is crucial to the success of a company and to the growth of value to shareholders.

The Company has complied with all of the code provisions other than code provision C.1.6 as set out in the Corporate
Governance Code of Appendix 14 to the Listing Rules during the six months ended 30 June 2023.

Code provision C.1.6 provides that generally independent non-executive Directors and other non-executive Directors
should attend general meetings to gain and develop a balanced understanding of the views of shareholders. At the
2022 Annual General Meeting of the Company held on 15 June 2023, save for Mr. Su Wujun, Ms. Huang Yuan and Mr.
Zhang Xiangfa, the independent non-executive Directors, none of the other independent non-executive Directors or non-
executive Directors attended the 2022 Annual General Meeting due to work reasons. The Board considers that such
deviation has not affected the non-executive Directors’ and independent non-executive Directors’” understanding of the
views of the Shareholders or their responses to the Shareholders’ inquiries, as the resolutions proposed at the 2022
Annual General Meeting did not involve connected transactions or any other transactions that required the approval of
independent Shareholders, and each committees under the Board had one or more members present at the Meeting, who
could gain and develop a balanced understanding of the views of the Shareholders of the Company and fully answer any
questions of the Shareholders at the Meeting.

Guangdong Yueyun Transportation Company Limited



Other Information

COMPLIANCE WITH MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS
AND SUPERVISORS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”)
set out in Appendix 10 to the Listing Rules as its own code of conduct regarding securities transactions by the Directors
and the supervisors of the Company (the “Supervisor(s)”). Having made specific enquiries with all the Directors and
Supervisors of the Company, each of the Directors and Supervisors confirmed that he/she has complied with the
requirements set out in the Model Code for the six months ended 30 June 2023.

BOARD

As at 30 June 2023 and up to the date of this report, the Directors in office of the eighth session of the Board were as
follows:

Date of appointment
Name as a Director

Executive Directors

Mr. Guo Junfa 11 November 2021
Mr. Zhu Fang 31 August 2022
Mr. Huang Wenban 22 December 2020
Mr. Hu Xianhua 31 August 2022
Mr. Hu Jian 15 June 2023

Non-executive Directors
Mr. Chen Min 7 June 2016
Mr. Chen Chuxuan 17 June 2019

Independent Non-executive Directors

Mr. Su Wujun 31 August 2022
Ms. Huang Yuan 31 August 2022
Mr. Shen Jialong 31 August 2022
Mr. Zhang Xiangfa 31 August 2022

THE PROVISION OF INFORMATION IN RESPECT OF DIRECTORS, SUPERVISORS AND
CHIEF EXECUTIVE

At the 2022 Annual General Meeting of the Company held on 15 June 2023, Mr. Hu Jian was appointed as an executive
director of the Company for a term commencing from the date of the conclusion of such general meeting until the expiry
of the term of the eighth session of the Board of the Company. For details, please refer to the announcement and circular
of the Company both dated 10 May 2023.
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Other Information

REVIEW BY AUDIT & CORPORATE GOVERNANCE COMMITTEE

The Company has established the Audit & Corporate Governance Committee in compliance with the Listing Rules. The
primary duties of the Audit & Corporate Governance Committee are, among other things, to appoint external auditors,
review and supervise the financial reporting process, review interim and annual results, review and supervise the internal
control system and risk management of the Group, and provide advice and comments to the Board and monitor the
corporate governance of the Company. As at 30 June 2023, the Audit & Corporate Governance Committee comprised three
members, namely Mr. Su Wujun (Chairman) and Mr. Shen Jialong, two independent non-executive Directors, and Mr. Chen
Chuxuan, a non-executive Director. The Audit & Corporate Governance Committee has reviewed the unaudited interim
results the six months ended 30 June 2023 and recommended its adoption by the Board. The independent auditor of the
Company, BDO China SHU LUN PAN Certified Public Accountants LLP, has also reviewed the unaudited interim results
for the six months ended 30 June 2023 in accordance with the Chinese Standards on Review No. 2101 — Engagements to
Review Financial Statements issued by the Chinese Institute of Certified Public Accountants.

SUPERVISORY COMMITTEE

As at 30 June 2023 and up to the date of this report, the Supervisory Committee comprised 7 Supervisors, and the
Supervisors in office were as follows:

Effective date of
Name appointment as a Supervisor

Shareholder Representative Supervisors
Mr. Zhou Yihua 31 August 2022

Mr. Wang Qingwei 7 June 2016

Employee Representative Supervisors

Mr. Zhen Jianhui 15 April 2014
Ms. Li Xiangrong 7 June 2016
Ms. Lian Yuebin 15 August 2017

Independent Supervisors
Mr. Duan Xinhong 31 August 2022
Ms. Meng Xue 31 August 2022

Guangdong Yueyun Transportation Company Limited



Other Information

EMPLOYEES AND REMUNERATION POLICIES

The Group had 16,355 employees as at 30 June 2023 (31 December 2022: 17,073). Total staff costs for the six months
ended 30 June 2023, including the Directors’ remuneration, amounted to approximately RMB819 million (corresponding
period in 2022: approximately RMB918 million).

The remuneration of the employees (including executive Directors) of the Group comprises basic salary, performance
bonus, allowance and subsidies. The basic salary is determined according to the position, working experience, education
backgrounds, abilities and contributions of the employees and by reference to the market salary. The performance bonus
is determined according to the performance assessment results of the employees.

The remuneration of the independent non-executive Directors and independent Supervisors is determined by reference
to the Company’s business scope and scale and the remuneration standards in the capital market for independent
non-executive Directors and independent Supervisors. The non-executive Directors have agreed not to receive any
remuneration for such positions.

TRAINING OF EMPLOYEES

The Group has always attached great importance to the training and development of human resources, made endeavors
to provide training and education to employees at all levels. The Group has faithfully implemented budgeted standard for
training expenses and its implementation plan, utilized the online platform and offline resources to enhance our internal
talent nurturing and strived to establish different types of internal training courses. As of 30 June 2023, the Group has
conducted a total of 204 training courses with 15,277 participants and total curriculum duration of approximately 200,994
hours. Self-evaluation on the internal and external trainings by the participants showed that overall satisfaction rate was
above 95% or a level of satisfactory was attained.

DIVIDEND

The Board did not declare the payment of an interim dividend for the six months ended 30 June 2023.

AUDITOR OF THE COMPANY

The Shareholders considered and approved the ordinary resolution in respect of the proposed appointment of BDO China

SHU LUN PAN Certified Public Accountants LLP as the auditor of the Company at the annual general meeting of the
Company held on 15 June 2023 for a term of office until the close of the next annual general meeting of the Company.
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Other Information

MATERIAL LITIGATION AND ARBITRATION
As of the date of this report, the Company was involved the following material litigation:

The Company brought a legal proceeding before the Guangzhou Intermediate People’s Court against Tangshanshi
Shuihou zhagang Yi Chang (FILm & &8 —), Tangshan Xingye Gongmao Jituan Co., Ltd (BILEETZEELEER
A7) and Tangshanshi Kaipingqu Xingye Zhazhichang (&1L Mk T [& #2E8 2ER) to recover the sum paid in advance
by the Company for purchase of steel products in the amount of RMB472,397,000 and a compensation for breach of
contracts by the defendants. The Company applied to the court for a charging order against the defendants’ assets.
The Guangzhou Intermediate People’s Court gave its judgement on 7 June 2011, pursuant to which the defendants had
to repay the prepayments of the Company together with compensation for breach of contract in the total amount of
RMB477,490,263.25. On 12 July 2011, the Guangzhou Intermediate People’s Court issued a “certificate of judgement” to
confirm that the judgement came into effect on 30 June 2011. The Company applied to the court for execution of the
judgement. During the course of execution of this case, the debtor Tangshan Xingye Gongmao lJituan Co., Ltd filed a
bankruptcy petition to Tangshan Kaiping People’s Court on the ground of insolvency, and the court decided to accept
the bankruptcy petition on 28 February 2014. In March 2015, the bankruptcy administrator of Tangshan Xingye Gongmao
Jituan Co., Ltd notified the Company that Tangshan Kaiping People’s Court had accepted the joint bankruptcy case in
respect of seven related enterprises, including Tangshanshi Shuihou Zhagang Yi Chang, Tangshan Xingye Gongmao Jituan
Co., Ltd and Tangshanshi Kaipinggu Xingye Zhazhichang. The Guangzhou Intermediate People’s Court then ruled that the
above execution case was terminated on the ground that the parties subject to enforcement were insolvent enterprises
under the joint bankruptcy case in the course of execution of the above case. The Company continued to actively pursue
recovery of the defaulted prepayments. In 2015 and 2019, the Company received three properties from the partners of
Tangshanshi Kaipinggu Xingye Zhazhichang to settle the outstanding debt amount of RMB3,424,779.00 and a bankruptcy
distribution amount of RMB5,301,120.45 from Tangshan Xingye Gongmao lJituan Co., Ltd., respectively. At present, the
balance of the sum paid in advance by the Company to Tangshan Xingye Group is RMB468,764,363.80. The Company has
made impairment provision for the full amount such that the net book value is zero. Since the possibility of recovering
the relevant prepayment remains uncertain, the Company has written off the amount. Please refer to the relevant
announcement published by the Company on 9 December 2022 for details.

Guangdong Yueyun Transportation Company Limited



Review Report

Xin Kuai Shi Bao Zi [2023] N0.ZM10171
To the shareholders of Guangdong Yueyun Transportation Company Limited:

We have reviewed the accompanying interim financial statements of Guangdong Yueyun Transportation Company Limited
("Yueyun Transportation”), which comprises the consolidated and company balance sheets as at 30 June 2023, the
consolidated and company income statements, the consolidated and company cash flow statements, the consolidated
and company statements of changes in shareholder’s equity for the six months period then ended and notes to the
interim financial statements. The management of Yueyun Transportation is responsible for preparing the interim financial
statements in accordance with “Accounting Standard for Business Enterprises No. 32 — Interim Financial Reporting”, issued
by the Ministry of Finance of the People’s Republic of China. Our responsibility is to issue a review report on the interim
financial statements based on our review.

We conducted our review in accordance with “Standard on Review Engagements for Certified Public Accountants of China
No. 2101 — Engagements to Review Financial Statements”. This Standard requires that we plan and perform the review to
obtain limited assurance as to whether the interim financial statements are free from material misstatement. A review is
limited primarily to inquiries of personnel of Yueyun Transportation and analytical procedures applied to financial data and
thus provide less assurance than an audit. We have not performed an audit and, accordingly, we do not express an audit
opinion.

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim financial
statements are not prepared in accordance with “Accounting Standard for Business Enterprises No. 32 — Interim Financial

Reporting”.

BDO China SHU LUN PAN Certified Public Accountant of China:
Certified Public Accountants LLP Jiang Gan

Certified Public Accountant of China:
Wang Yaohua

Shanghai e China 22 August 2023
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consolidated Balance Sheet (Unaudited)

As at 30 June 2023

Assets

Current Assets:
Cash at bank and on hand
Financial assets held for trading
Bills receivable
Accounts receivable
Prepayments
Other receivables
Inventories
Other current assets

Total current assets

Non-current assets:
Long-term equity investments

Investments in other equity instruments

Investment properties

Fixed assets

Construction in progress
Right-of-use assets

Intangible assets
Development expenditure
Goodwill

Long-term deferred expenses
Deferred tax assets

Other non-current assets

Total non-current assets

Total assets

The accompanying notes to the interim financial statements form part of the interim financial statements.

Guangdong Yueyun Transportation Company Limited

Note V 30 June 2023

1,038,137,780.32
600,000.00

1 416,478,446.06
216,846,668.41
663,144,999.10
106,363,731.41
28,455,402.08

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

31 December 2022

958,576,522.33
6,703,831.00
367,089,918.68
197,186,479.92
583,927,507.55
104,752,877.67
37,568,737.29

2,470,027,027.38

2 358,973,026.33
3,647,588.22
296,263,392.81

4 2,717,764,318.85
34,309,446.75
2,005,832,267.14

6 823,393,585.73
26,928,052.71
247,059,068.57
128,586,934.81
99,434,292.91

2,255,805,874.44

330,963,888.37
3,774,048.22
252,249,332.12
2,936,259,591.76
39,634,094.62
1,974,043,927.79
876,386,375.75
8,228,268.61
26,928,052.71
273,840,261.44
123,924,039.55
113,564,341.80

6,742,191,974.83

9,212,219,002.21

6,959,796,222.74

9,215,602,097.18




Liabilities and shareholders’ equity
Current liabilities:

Short-term loans

Bills payable

Accounts payable

Advances from customers

Contract liabilities

Employee benefits payable

Taxes payable

Other payables

Non-current liabilities due within one year

Other current liabilities

Total current liabilities

Non-current liabilities:
Long-term loans
Lease liabilities
Long-term payables
Long-term employee benefits payable
Deferred income
Deferred tax liabilities

Total non-current liabilities

Total liabilities

The accompanying notes to the interim financial statements form part of the interim financial statements.

consolidated Balance Sheet (Unaudited)

As at 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

Note V

10
11

12

30 June 2023

732,217,373.29
547,583,228.52
105,643,413.43
46,426,154.29
212,302,970.80
69,273,039.28
710,122,482.52
577,793,169.99
19,639,335.06

31 December 2022

750,037,827.58
68,660,943.50
ST, 2T o8k 2%
100,265,629.12
41,035,825.07
236,847,771.07
60,075,732.33
691,116,164.00
1,027,975,915.81
19,500,000.00

3,021,001,167.18

865,268,618.55
1,939,829,032.23
114,217,782.61
165,377,873.18
414,992,661.51
57,731,013.53

3,566,728,571.70

489,194,107.59
1,846,526,980.15
143,631,667.20
173,180,918.62
452,021,471.51
62,562,904.22

3,557,416,981.61

3,167,118,049.29
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consolidated Balance Sheet (Unaudited)
AS at 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

Note V 30 June 2023 31 December 2022
Liabilities and shareholders’ equity (continued)
Shareholders’ equity
Share capital 799,847,800.00 799,847,800.00
Capital reserve 18,675,842.63 18,675,842.63
Other comprehensive income (33,144,820.43) (36,126,897.89)
Specific reserve 13 31,522,581.02 27,978,954.27
Surplus reserve 241,393,938.42 241,393,938.42
Retained earnings 14 768,913,204.31 646,279,200.57
Total equity attributable to shareholders of the Company 1,827,208,545.95 1,698,048,838.00
Non-controlling interests 806,592,307.47 783,706,638.19
Total shareholders’ equity _2.633,800.853.42  2481,75547619
Total liabilities and shareholders’ equity 9,212,219,002.21 9,215,602,097.18

The accompanying notes to the interim financial statements form part of the interim financial statements

Guo Junfa Huang Wenban Leng Xuelin
Legal Representative The person in charge The head of the
of accounting affairs accounting department

Guangdong Yueyun Transportation Company Limited



Company Balance Sheet (Unaudited)
As at 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)
Note XII 30 June 2023 31 December 2022

Assets
Current Assets:

Cash at bank and on hand
Accounts receivable
Prepayments

Other receivables
Inventories

Other current assets

469,508,658.11
26,177,638.30
4,819,891.28
163,443,857.42
244,980.11
736,897.68

S381|122vi77 6124
27,975,868.99
SH121/086768
178,668,377.93
134,966.64
486,590.25

Total current assets 664,931,922.90 743,614,616.68

Non-current assets:

Long-term receivables 47,700,000.00 48,000,000.00
Long-term equity investments 1,831,762,532.61 1,830,255,438.19
Investments in other equity instruments 927,412.45 927,412.45
Fixed assets 7,084,975.15 5,095,017.01
Construction in progress 2,276,000.00 5,712,168.63
Right-of-use assets 4,998,218.83 8,344,507.31
Intangible assets 42,442,109.36 48,455,713.46
Long-term deferred expenses 395,896.93 1,066,860.20

Total non-current assets 1,937,587,145.33 1,947,857,117.25

Total assets 2,602,519,068.23 2,691,471,733.93

The accompanying notes to the interim financial statements form part of the interim financial statements.
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Company Balance Sheet (Unaudited)

As at 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

Liabilities and shareholders’ equity
Current liabilities:

Accounts payable

Contract liabilities

Employee benefits payable

Taxes payable

Other payables

Non-current liabilities due within one year

Total current liabilities

Non-current liabilities:
Long-term loans
Lease liabilities

Total non-current liabilities

Total liabilities

The accompanying notes to the interim financial statements form part of the interim financial statements.

Guangdong Yueyun Transportation Company Limited

30 June 2023

9,867,611.99
5,085,758.15
19,494,770.65
5,402,872.42
342,791,958.07
7,600,503.82

31 December 2022

6,555,928.47
6,285,758.15
20,988,812.60
5,460,961.31
451,940,601.97
257,379,425.10

390,243,475.10

393,500,000.00
993,138.83

748,611,487.60

148,000,000.00
1,153,930.10

394,493,138.83

149,153,930.10




Company Balance Sheet (Unaudited)
As at 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)
30 June 2023 31 December 2022

Liabilities and shareholders’ equity (Continued)
Shareholders’ equity

Share capital 799,847,800.00 799,847,800.00
Capital reserve 117,238,669.53 117,238,669.53
Surplus reserve 248,671,931.53 248,671,931.53
Retained earnings 652,024,053.24 627,947,915.17
Total shareholders’ equity 1,817,782,454.30 1,793,706,316.23
Total liabilities and shareholders’ equity 2,602,519,068.23 2,691,471,733.93

The accompanying notes to the interim financial statements form part of the interim financial statements.

Guo Jun Fa Huang Wenban Leng Xuelin
Legal Representative The person in charge The head of the
of accounting affairs accounting department
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Cconsolidated Income Statement (Unaudited)
For the six months ended 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)
Amount for Amount for the

ltems Note V the period previous period

(Restated)

. Total operating income
Including: operating income

3,498,266,113.58
3,498,266,113.58

2,915,459,860.63
2,915,459,860.63

Il. Total operating costs
Including: Operating costs

3,552,521,726.49
3,199,841,491.34

3,190,748,429.47
2,763,543,465.01

46

Taxes and surcharges

22,550,126.34

17,609,242.40

Selling and distribution expenses 29,117,916.36 26,955,697.77
General and administrative expenses 213,112,406.51 272,930,513.55
Research and development expenses 1,326,633.35 1,447,743.14

2. Net profit from discontinued operations

Net profit/(loss) classified by ownership
Attributable to:

1. Shareholders of the Company

2. Non-controlling interests

Guangdong Yueyun Transportation Company Limited

Financial expenses 15 86,573,152.59 108,261,767.60

Add: Other income 16 174,778,978.53 189,110,205.39

Investment income/(loss) 17 40,196,861.00 (3,176,443.16)

Accrual of credit losses 18 (8,703,453.77) (6,352,869.14)

Gains from disposal of assets 19 24,083,715.73 11,708,170.50

Ill. Operating profit/(loss) 176,100,488.58 (83,999,505.25)

Add: Non-operating income 20 5,936,624.04 7,884,209.66

Less: Non-operating expenses 3,995,931.91 2,090,107.05

IV. Profit/(loss) before income tax 178,041,180.71 (78,205,402.64)

Less: Income tax expenses 21 33,948,683.95 28,745,077.32

V. Net profit/(loss) 144,092,496.76 (106,950,479.96)
(1) Net profit/(loss) classified by continuity of operations

1. Net profit/(loss) from continuing operations 144,092,496.76 (106,950,479.96)

122,634,003.74
21,458,493.02

(77,221,703.23)
(29,728,776.73)




consolidated Income Statement (Unaudited)

For the six months ended 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

Amount for Amount for the
ltems Note V the period previous period
(Restated)
VI. Other comprehensive income, net of tax 4,740,143.57 6,700,518.42
Other comprehensive income (net of tax) attributable
to shareholders of the Company 2,982,077.46 S22 A28y
(1) Items that will not be reclassified to profit or loss 91,371.57 -
1. Remeasurement of defined benefit plan 91,371.57 -
(2) Items that may be reclassified subsequently to profit
or loss 2,890,705.89 3,772,412.87

1. Other comprehensive income that may be reclassified
subsequently to profit or loss under the equity
method - (1,109,461.62)

2. Translation differences arising from translation of

foreign currency financial statements 2,890,705.89 4,881,874.49
Other comprehensive income (net of tax) attributable to
non-controlling interests 1,758,066.11 2,928,105.55

VIl. Total comprehensive income
Attributable to
Shareholders of the Company
Non-controlling interests

148,832,640.33 (100,249,961.54)

125,616,081.20
23,216,559.13

(73,449,290.36)
(26,800,671.18)

VIIl. Earnings per share:
(1) Basic earnings/(loss) per share (RMB/share) 22 0.15 (0.10)
(2)  Diluted earnings/(loss) per share (RMB/share) 22 0.15 (0.10)

For a business involving entities under common control which occurred in 2022, the net profit of the investees was
RMB17,948.63 for the six months ended 30 June 2022.

The accompanying notes to the interim financial statements form part of the interim financial statements.

Guo Junfa Huang Wenban Leng Xuelin
The head of the

accounting department

Legal Representative The person in charge

of accounting affairs
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Company Income Statement (Unaudited)
For the six months ended 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

[tems Note XII

. Operating income

Less: Operating costs
Taxes and surcharges
Selling and distribution expenses
General and administrative expenses
Research and development expenses
Financial expenses

Add: Other income
Investment income 2
Accrual of credit losses

Il.  Operating profit
Add: Non-operating income
Less: Non-operating expenses

ll. Profit before income tax
Less: Income tax expenses

Guangdong Yueyun Transportation Company Limited

Amount for Amount for
the period the previous period
75,870,797.56 56,622,204.94
20,001,538.18 23,564,674.64
373,435.76 152,616.84
7,714.00 55,083.58
31,382,992.29 31,179,196.27
528,151.64 =
867,340.36 13,400,388.42

= 33,538.32
1,954,359.67 11,677,277.77
(570,820.47) 1,875,623.73
24,093,164.53 1,856,685.01
- 213,324.48

17,026.46 7,307.26
24,076,138.07 2,062,702.23
- 473,740.44




Company Income Statement (Unaudited)
For the six months ended 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

Amount for Amount for
ltems Note XII the period the previous period
IV. Net profit 24,076,138.07 1,588,961.79

1. Net profit from continuing operations 24,076,138.07 1,588,961.79
2. Net profit from discontinued operations - -
V. Other comprehensive income, net of tax - -
VI. Total comprehensive income 24,076,138.07 1,588,961.79

The accompanying notes to the interim financial statements form part of the interim financial statements.

Guo Junfa Huang Wenban Leng Xuelin
Legal Representative The person in charge of The head of the
accounting affairs accounting department
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consolidated Cash Flow Statement (Unaudited)
For the six months ended 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

Amount for Amount for
ltems Note V the period the previous period
(Restated)

. Cash flows from operating activities
Proceeds from sale of goods and rendering of services 3,792,983,682.66 3,174,258,371.89
Tax refunds received - 46,908,191.45
Cash received relating to other operating activities 230,231,755.35 135,207,543.93
Sub-total of cash inflows 4,023,215,438.01 3,356,374,107.27
Payment for goods and services 2,607,981,019.39 2,117,341,367.81
Payment to and for employees 824,581,492.58 930,559,083.12
Payment of various taxes 148,466,297.15 99,567,186.27
Payment relating to other operating activities 46,674,103.37 80,733,507.55
Sub-total of cash outflows 3,627,702,912.49 3,228,201,144.75
Net cash inflow from operating activities 23 395,512,525.52 128,172,962.52

50 Guangdong Yueyun Transportation Company Limited



ltems

consolidated Cash Flow Statement (Unaudited)
For the six months ended 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

Note V

Cash flows from investing activities

Proceeds from disposal of investments

Proceeds from investment income

Net proceeds from disposal of fixed assets, intangible
assets and other long-term assets

Proceeds from other investment activities

Sub-total of cash inflows

Payment for acquisition of fixed assets, intangible assets
and other long-term assets
Cash received relating to other investing activities

Sub-total of cash outflows

Net cash outflow from investing activities

Amount for
the period

182,905.99
12,983,676.00

41,825,302.17
12,536,479.02

Amount for

the previous period

(Restated)

30,248,955.28

11,059,420.07

67,528,363.18

87,904,755.02
447,265.25

41,308,375.35

127,148,620.97

88,352,020.27

127,148,620.97
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consolidated Cash Flow Statement (Unaudited)

For the six months ended 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

[tems Note V

lll. Cash flows from financing activities
Cash receipts from capital contributions
Proceeds from borrowings
Cash received from other financing activities

Sub-total of cash inflows

Repayments of borrowings
Payment for profit distributions or interest
Payment for other financing activities

Sub-total of cash outflows

Net cash outflow from financing activities

Guangdong Yueyun Transportation Company Limited

Amount for
the period

811,983,576.64
3,000,000.00

Amount for

the previous period

(Restated)

8,060,206.00
684,090,033.71
9,792,565.68

814,983,576.64

903,497,554.01
37,608,824.04
166,693,437.58

701,942,805.39

658,236,946.32
53,325,100.73
146,173,414.84

1,107,799,815.63

857,735,461.89




consolidated Cash Flow Statement (Unaudited)

For the six months ended 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

Amount for Amount for
ltems Note V the period the previous period
(Restated)
IV. Effect of foreigh exchange rate changes on cash
and cash equivalents ......1,232,364.20 2,997,24091
V. Net increase/(decrease) in cash and cash equivalents 23 83,104,993.64 (110,462,698.69)
Add: Cash and cash equivalents at the beginning
of the period 23 945,099,019.66 1,249,782,490.33
VI. Cash and cash equivalents at the end of the period 23 1,028,204,013.30 1,139,319,791.64

The accompanying notes to the interim financial statements form part of the interim financial statements.

Guo Junfa Huang Wenban Leng Xuelin
Legal Representative The person in charge The head of the
of accounting affairs accounting department
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Company Cash Flow Statement (Unaudited)

For the six months ended 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

Items
. Cash flows from operating activities
Proceeds from sale of goods and rendering of services

Tax refunds received
Cash received relating to other operating activities

Sub-total of cash inflows

Payment for goods and services

Payment to and for employees

Payment of various taxes

Payment relating to other operating activities

Sub-total of cash outflows

Net cash outflow/inflow from operating activities

Guangdong Yueyun Transportation Company Limited

Amount for
the period

80,661,098.43

5,932,110.65

Amount for

the previous period

82,418,232.44
858,645.64
17,809,338.64

86,593,209.08

6,281,262.72
21,032,979.37
2,641,429.14
44,653,025.62

101,086,216.72

49,951,553.81
19,999,398.60

1,511,492.41
41,784,360.83

74,608,696.85

113,246,805.65




ltems

Company Cash Flow Statement (Unaudited)
For the six months ended 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

Cash flows from investing activities

Proceeds from disposal of investments

Proceeds from investment income

Net proceeds from disposal of fixed assets, intangible assets
and other long-term assets

Cash received from other investing activities

Sub-total of cash inflows

Payment for acquisition of fixed assets, intangible assets
and other long-term assets

Payment for acquisition of investments

Payment for other investing activities

Sub-total of cash outflows

Net cash inflow from investing activities

Amount for
the period

447,265.25

4,340.00
24,403,757.47

Amount for

the previous period

29,036,473.43

24,855,362.72

303,449.00

6,000,000.00

29,036,473.43

16,098.91
8,389,200.00

6,303,449.00

8,405,298.91
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Company Cash Flow Statement (Unaudited)

For the six months ended 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

Amount for Amount for
ltems the period the previous period
Ill. cash flows from financing activities

Proceeds from borrowings 248,500,000.00 40,000,000.00
Sub-total of cash inflows 248,500,000.00 40,000,000.00

Repayments of borrowings
Payment for profit distributions or interest
Payment for other financing activities

Sub-total of cash outflows

Net cash outflow from financing activities

IV. Effect of foreigh exchange rate changes on cash and

cash equivalents

V. Net decrease in cash and cash equivalents
Add: Cash and cash equivalents at the beginning of the period

VI. Cash and cash equivalents at the end of the period

249,500,000.00
6,678,000.14
84,577,543.94

54,153,750.00
9,553,123.54
24,525,593.50

340,755,544.08

88,232,467.04

(61,719,118.13)
531,227,776.24

(39,761,881.45)
636,649,721.64

469,508,658.11

596,887,840.19

The accompanying notes to the interim financial statements form part of the interim financial statements.

Guo Jun Fa Huang Wenban

The person in charge

Leng Xuelin
The head of the
accounting department

Legal Representative
of accounting affairs
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Consolidated Statements of Changes in Shareholders’ Equity (Unaudited)
For the six months ended 30 June 2023

Items

| Balance as at 31 December 2022

Il Balance s at 1 January 2023

Changes in equity for the period
() Total comprehensive income
(1) Shareholders” contributions and reduction
1. Ordinary shares contributed by
sharefiolders
2. 0thers
(1) Appropriation of profits
1. Distributions to shareholders
(V) Internal transfer of equity
(V) Specific reserve
1. Accrued
2. Utiised

V. Balance s at 30 Jung 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

Amount for the period

Attributable to shareholders of the Company

Other Total

Share Capital ~ comprehensive Specific Surplus Retained Non-controlling shareholders'

capital reserve income reserve reserve earnings Sub-total interests equity
799,847,800.00 1867580263 (36,126,897.89) 297895421 24139393842 646,279,20057  1,698,048,838.00  783,706,638.19  2,481,755,476.19
799,847,800.00 1867584263 (36,126897.89) 2797895427 24139393842 646,279,20057  1,698,048,838.00  783706,638.19  2,481,795,476.19
- - 2,982,077.46 3,543,626.75 - 12263400374 129,159,707.95 20,885,669.28  152,045,377.23

- - 2,982,077.46 - - 122,634,003.74 125,616,081.20 23,216,559.13 148,832,640.33

- - - - - - - (808,932.44) (808,932.44)

- - - - - - - (808,932.44) (808,932.44)

- - - - - - - (351,131.95) (351,131.95)

- - - - - - - (351,131.95) (351,131.95)

- - - 3,543,626.75 - - 3,543,626.75 829,174.54 4,372,801.29

- - - 16,396,606.28 - - 16,396,600.28 7935,750.58 24,332,356.86

- - - 12,852,979.53 - - 12,852,979.53 7,106,576.04 19,959,555.57
799,847,800.00 1867580263 (33,14482043)  31522581.00 24139393842 76891320431  1827,208545.95  806,592,307.47  2,633,800,853.42

The accompanying notes to the interim financial statements form part of the interim financial statements.
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Consolidated Statements of Changes in Shareholders’ Equity (Unaudited)

For the six months ended 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

Amount for the previous period
Attributable to shareholders of the Company

Other Total
comprehensive Retained Non-controllng ~~ sharholders'
ltems Share capital  Capital reserve income ~~ Specific reserve  Surplus reserve eamings Sub-total Interests equity
| Balance as at 31 December 2021 799,847,800.00 N80/ (3850914 298197080 2856722155 81626005018 189993019252 89327789938 275320809190
Il Balance as at 1 January 2022 799,847,800.00 N2/ (389914 298191080 2856722155 81626005018 185993019252 89327789938 2753208091.90
Il Changes in equity for the period = 167,158.57 314287 319098540 - T3 (009114639 (229597657 (92,387,122.%)
(I Total comprehensive income - - 314287 - - (N70323)  (134929036) (2680067118 (100,249.961.54)
(1) Sharefolders" contributions and reduction - 167,158.57 - - - - 167,15857 8,173.95194 8,311,11051
1. Ordinary shares contributed by
sharefiolders = = = = = = = 8,060,206.00 8,060,206.00
2. Others = 167,198.57 = = = = 167,158.57 11374594 280,904.51
(1) Appropriation of profits - - - - - - - (651619708 (6516,197.24)
1. Distributions to harenolders - - - - - - - (6516,197.24)  (6,516,197.24)
(V) Intermal transfer of equity - - - - - - - - -
(V) Specific reserve - - - 3190,985.40 - - 3190,985.40 284693991 6,037,925.31
1. Accrued - - - 14.89,51387 - - 14,896,513.87 9477,348.66 2,373,862.53
2. Utlised = = = 11,705,5847 = = 1,705,52847 6,630,408.75 18335,931.22
IV, Balance as at 30 June 2022 (Restated) 799,847,800.00 099000003 BATT2880) 217295620 2856722155 73903834695 178983904613 §70,98192281  2,660,820968.94

The accompanying notes to the interim financial statements form part of the interim financial statements.

Guo Junfa Huang Wenban Leng Xuelin
Legal Representative The person in charge The head of the
of accounting affairs accounting department
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Company Statements of Changes in Shareholders’ Equity (Unaudited)
For the six months ended 30 June 2023

[tems

I Balance as at 31 December 2022
Il. Balance as at 1 January 2023

lIl. Changes in equity for the period
(1) Total comprehensive income
(1) Shareholders' contributions and reduction
(1) Appropriation of profits
(IV) Internal transfer of equity
(V) Specific reserve

1. Accrued

2. Utilised

IV Balance as at 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

Amount for the period

Total

Retained shareholders’

Share capital ~ Capital reserve  Specific reserve  Surplus reserve earnings equity
799,847,800.00  117,238,669.53 - 248,671,931.53  627,947,915.17  1,793,706,316.23
799,847,800.00  117,238,669.53 - 24867193153 627,947,915.17  1,793,706,316.23
- - - - 24,076,138.07 24,076,138.07

- - - - 24,076,138.07 24,076,138.07

- - 114,866.50 - - 114,866.50

= = 114,866.50 = = 114,866.50
799,847,800.00  117,238,669.53 - 208,671931.53  652,024,053.24  1,817,782,454.30

The accompanying notes to the interim financial statements form part of the interim financial statements.
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Company Statements of Changes in Shareholders’ Equity (Unaudited)

For the six months ended 30 June 2023

(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

Amount for the previous period

Total

Retained shareholders’

Items Share capital Capital reserve Specific reserve Surplus reserve eamings equity
| Balance as at 31 December 2021 799,847,800.00 128,513,590.23 - 22911446118 451930,682.03  1,609,406,533.44
Il. Balance as at 1 January 2022 799,847,800.00 128,513,590.23 - 229114,461.18 451,930,682.03 1,609,406,533.44
lIl. Changes in equity for the period - - - - 1,588,961.79 1,988,961.79
(1) Total comprehensive income - - - - 1,588,961.79 1,588,961.79

(I Shareholders" contributions and reduction - - - - - -

() Appropriation of profits - - - - - -
(IV) Internal transfer of equity - - - - - -

(V) Specific reserve - - - - - -

1. Accrued - - 56,345.90 - - 56,345.90

2. Utilised - - 56,345.90 - - 56,345.90

IV, Balance as at 31 December 2022 79984780000 12851359023 - IMAAII8 45351964382 1,610995,495.03

The accompanying notes to the interim financial statements form part of the interim financial statements.

Guo Junfa Huang Wenban
Legal Representative The person in charge
of accounting affairs
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The head of the

accounting department



Notes to the Interim Financial Statements
For the six months ended 30 June 2023
(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

I. COMPANY PROFILE

1.

Company status

Guangdong Yueyun Transportation Company Limited (the “Company”) was established on 28 December
1999 as a limited company under the name of Guangdong Yuedi Communications Company Limited
(“Yuedi Communications”) by Guangdong Provincial Highway Construction Company Limited, Guangdong
communication Enterprise Investment Company Limited, Guangdong Province Road & Bridge Construction
Development Company Limited, Guangdong Weisheng Transportation Enterprise Company Limited and
Guangdong Guantong Expressway Assets Management Company Limited. On 25 December 2000, Guangdong
Yuedi Communications Company Limited was converted to a joint stock limited company under the approval
of the People’s Government of Guangdong Municipality Yue Ban Han [2000] No. 685 and Economic and Trade
Commission of Guangdong Province Yue Jing Mao Jian Du [2000] No. 1057. On 1 April 2002, under the approval
of Administration of Industry and Commerce of Guangdong Province, Guangdong Yuedi Communications
Company Limited was renamed as Guangdong South China Logistics Enterprise Limited. The registered capital
of the Company was RMB292,187,322.00. On 5 August 2013, under the approval of Administration of Industry
and Commerce of Guangdong Province, Guangdong South China Logistics Enterprise Limited was renamed as
Guangdong Yueyun Transportation Company Limited.

In 2005, according to the shareholders’ resolution of year 2004 and the revised Company’s Memorandum and
Articles, and being approved by State-owned Assets Supervision and Administration Commission of the State
Council Guo Zi Gai Ge [2005] No. 62 and China Securities Regulatory Commission Zheng Jian Guo He Zi [2005]
No. 21, the Company initially offered 138,000,000 H shares with a nominal value of RMB1 per H share on the
Main Board of The Stock Exchange of Hong Kong Limited (“SEHK"), including 125,454,545 new H shares, and
12,545,455 H shares converted from domestic shares. The registered capital of the Company was changed to
RMB417,641,867.00 after the placing and public offer.

According to the resolution of the Annual General Meeting held on 11 June 2015, the Company issued two
bonus shares for every 10 shares by way of the capitalisation of the retained earnings and three shares
for every 10 shares by way of the capitalisation of the share premium based on the total share capital of
417,641,867 shares of the Company as at 31 December 2014. The registered capital of the Company was
changed to RMB626,462,800.00 accordingly.

On 24 March 2016, Guangdong Provincial Communication Group Company Limited (“GCGC”) executed the
conversion of the Perpetual Subordinated Convertible Securities (“PSCS”) held by it with a principal amount
of RMB281,810,000.00 into domestic ordinary shares of the Company, which resulted in an increase of
the Company’s ordinary shares of 173,385,000. The registered capital of the Company was changed to
RMB799,847,800.00 accordingly.
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Notes to the Interim Financial Statements
For the six months ended 30 June 2023
(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

COMPANY PROFILE (CONTINUED)

.

Company status (Continued)

The Company and its subsidiaries (the “Group”) is a comprehensive transportation service group in Guangdong
Province. The principal business of the Group mainly includes expressway service zones operation, road
passenger transportation and auxiliary services. In addition, the Group also engaged in construction material

supply and logistics service and other business in the reporting period.

The parent of the Company and its ultimate holding company is GCGC. The registered office is 8th floor,
N0.1731-1735 Airport Road, Guangzhou, the PRC. The legal representative of the Company is Mr. Guo Jun Fa.

This financial statements were approved by the board of directors of the Company on 22 August 2023.

Scope of the consolidated financial statements

For the details of the scope and changes of the consolidated financial statements during the current period,
please refer to Note VI. Changes in the scope of consolidation.

For the details of subsidiaries of the Company, please refer to Note VII. Interests in other entities.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS

Basis of preparation

The interim financial statements of the Group have been prepared in accordance with the requirements of
“Accounting Standard for Business Enterprises No. 32 — Interim Financial Reporting” issued by the Ministry
of Finance of the People’s Republic of China (“MOF"),and the explanatory notes to the interim financial
statements have been simplified as appropriate compared with the notes to the annual financial statements,
and do not include all the information and disclosures presented in the annual financial statements. These
interim financial statements should be read in conjunction with the annual financial statements for the year
ended 31 December 2022 prepared by the Company. The interim financial statements also comply with the
applicable disclosure requirements of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited and the applicable disclosure requirements of the Hong Kong Companies Ordinance.

Guangdong Yueyun Transportation Company Limited



Notes to the Interim Financial Statements
For the six months ended 30 June 2023
(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

BASIS OF PREPARATION OF FINANCIAL STATEMENTS (CONTINUED)

2. Going concern
The interim financial statements have been prepared on the going concern basis.
As at 30 June 2023, the Group's current liabilities exceeded their current assets by RMB550,974,139.80. As at
30 June 2023, the Group have obtained sufficient unutilised general facility granted by financial institutions,
and the Group are expected to have sufficient financial support to pay off debts in the next 12 months, so the
financial statements are still prepared on the basis of going concern.

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES

The Group’s accounting policies for the recognition and measurement of allowance for expected credit loss for

receivables, recognition of cost of inventories, depreciation of fixed assets and right-of-use assets, amortisation of

intangible assets, recognition and measurement of government grant and revenue, are adopted according to the

specific characteristics of the Group’s operations. Please refer to the relevant notes to the accounting policies.

1. Statement of compliance
The Group’s interim financial statements have been prepared in accordance with the requirements of
“Accounting Standard for Business Enterprises No. 32 — Interim Financial Reporting”. These interim financial
statements present truly and completely the consolidated financial position and financial position of the
Company as at 30 June 2023, and the consolidated financial performance and financial performance of the
Company and the consolidated cash flows and cash flows of the Company for the period then ended.

2. Accounting Period

The Group has adopted the calendar year as its accounting year, from 1 January to 31 December. The
accounting period of the interim financial statements is from 1 January 2023 to 30 June 2023.

3. Operating cycle

The Group's operating cycle is 12 months.
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Notes to the Interim Financial Statements
For the six months ended 30 June 2023
(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

4.

Functional currency

Renminbi (‘RMB”) is the currency of the primary economic environment in which the Company and its domestic
subsidiaries operate. Therefore, the Company and its domestic subsidiaries choose RMB as their functional
currency. The Company’s overseas subsidiaries choose Hong Kong dollar as their functional currency on the
basis of the primary economic environment in which it operates. The Company adopts RMB to present its
financial statements, and the financial statements of foreign subsidiaries have been translated based on the
accounting policy as set out in Note Ill. 9. Foreign currency transactions and translation of financial statements
denominated in foreign currencies.

Accounting treatments for business combinations under common control and not under
common control

Business combinations involving entities under common control: The assets and liabilities acquired by the
acquirer through business combination shall be measured at the carrying value of the assets, liabilities of
the acquiree (including goodwill incurred in the acquisition of the acquiree by ultimate controlling party) in
the financial statements of the ultimate controlling party at the date of combination. The difference between
the carrying amount of the net assets obtained and the carrying amount of the consideration paid for the
combination (or total nominal value of the issued shares) is adjusted to capital premium in capital reserve.
If the capital reserve is not sufficient to absorb the difference, any excess shall be adjusted against retained
earnings.

Business combinations not involving entities under common control: The cost of combination is the fair
value of assets paid, liabilities incurred or committed and issued shares by the acquirer to obtain control.
Where the cost of combination is higher than the fair value of the identifiable net assets acquired from the
acquiree in business combination, the Company shall recognise such difference as goodwill; where the cost
of combination is less than the fair value of the identifiable net assets acquired from the acquiree in business
combination, such difference shall be charged to current profit or l0ss. The identifiable assets acquired from
the acquiree in a business combination that meet the recognition criteria, liabilities and contingent liabilities
are measured at the fair value at the acquisition date.

The direct relevant expenses incurred for the business combinations are recognised as the profit or loss in the
period when the costs are incurred; the transaction costs for the equity securities or debt securities issued
for business combination shall be recognised as the initial recognition amount of equity securities or debt
securities.

Guangdong Yueyun Transportation Company Limited



Notes to the Interim Financial Statements
For the six months ended 30 June 2023
(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

6. Preparation of consolidated financial statements

1)

2)

Scope of consolidation

The scope of consolidated financial statements is based on control and the consolidated financial
statements comprise the Company and its subsidiaries. The Group controls an entity when has rights, to
variable returns from its involvement with the entity and has the ability to affect those returns through its
power over the entity.

Consolidation procedure

The Company regards the entire enterprise group as an accounting entity and prepares consolidated
financial statements in accordance with unified accounting policies to reflect the overall financial
position, operating results and cash flow of the Group. The impact of internal transactions between the
Company and its subsidiaries or between subsidiaries shall be offset. If internal transactions indicate that
the relevant assets have suffered impairment losses, this part of losses shall be confirmed in full. If the
accounting policies or accounting periods of a subsidiary are different from those of the Company, the
consolidated financial statements of the subsidiary, upon preparation, will be adjusted according to the
accounting policies and accounting periods of the Company.

The shareholders’ equity, net profit or loss and other comprehensive income of subsidiaries for the
period attributable to non-controlling shareholders are respectively and separately presented under
the shareholders’ equity in the consolidated balance sheet, the net profit in the consolidated income
statement, and the total comprehensive income in the consolidated income statement. If the loss for the
period shared by a non-controlling shareholder of a subsidiary exceeds the balances arising from the
shares enjoyed by the non-controlling shareholder in the shareholders’ equity of the subsidiary at the
beginning of the period, non-controlling interest will be written down accordingly.

(1) Increase of subsidiaries or business

During the reporting period, where the Company acquired subsidiaries or business from the
business combination under common control, the operating results and cash flows of the newly
acquired subsidiaries or business from the beginning of the period for business combination to the
end of the reporting period are included in the consolidated financial statements; the beginning
amount of the consolidated financial statements and relevant items in the comparative statements
are adjusted accordingly, as if the reporting entity after the business combination exists as of the
time when the ultimate controller has the control.
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Notes to the Interim Financial Statements
For the six months ended 30 June 2023
(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

6. Preparation of consolidated financial statements (Continued)

2) cConsolidation procedure (Continued)

(7)

Increase of subsidiaries or business (Continued)

Where control can be exercised on the investee under the common control for additional
investment or other reasons, equity investments held before the control over the combined party
is obtained, the related profits or losses, other comprehensive income as well as other changes
in net assets recognised from the later between the date when the original equity is obtained and
the date when the acquirer and the acquiree are under common control to the combination date
will respectively write down the opening retained earnings or the current profit or loss during the
period for comparing financial statements.

During the reporting period, if the Company acquired subsidiaries or business from the business
combination not under common control, all identifiable assets, liabilities and contingent liabilities
will be included in the consolidated financial statements from the acquisition date based on their
fair value determined on the acquisition date.

Where the Company can control the investee not under common control for additional investments,
it shall re-measure equity of the acquiree held before the acquisition date at the fair value of
such equity on the acquisition date and include the difference between the fair value and book
value in the current investment income. Where equity of the acquiree held before the acquisition
date involves in other comprehensive income that can be reclassified into profit or loss and other
changes in shareholders’ equity accounted for under the equity method shall be transferred to the
investment income in the year which the acquisition date falls in.

Guangdong Yueyun Transportation Company Limited



Notes to the Interim Financial Statements
For the six months ended 30 June 2023
(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

6. Preparation of consolidated financial statements (Continued)

2) cConsolidation procedure (Continued)

(2)  Disposal of subsidiaries

0)

General treatment methods

When the Company losses the control over the investee due to disposal of partial equity
investment or other reasons, the remaining equity investment after the disposal should be
re-measured by the Company at the fair value thereof on the date of losing the control. The
difference of total amount of the consideration from disposal of equities plus the fair value
of the remaining equities less the shares calculated at the original shareholding ratio in net
assets and goodwill of the original subsidiary which are continuously calculated as of the
acquisition date or combination date shall be included in the investment income of the period
at the loss of control. Other comprehensive income that will be reclassified into profit or loss
later associated with the equity investments of the original subsidiary, or the changes in other
shareholders’ equity calculated under the equity method, shall be transferred into investment
income of the current period when control is lost.

Disposal of subsidiaries by stages

If the control is lost due to disposal of the equity investments in subsidiaries through multiple
transactions by stages, and the terms, conditions and economic impact of the transactions
related to the disposal of equity investments in subsidiaries meet one or more of the following

circumstances, it usually indicates that multiple transactions will be treated a package deal:

i The transactions are concluded at the same time or under the consideration of mutual
effect;

ii These transactions as a whole can reach a complete business result;

iii The occurrence of a transaction depends on that of other transaction or more; and

iv. A single transaction is uneconomical but it is economical when considered together
with other transactions.
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Notes to the Interim Financial Statements
For the six months ended 30 June 2023
(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

6.

Preparation of consolidated financial statements (Continued)

2)

consolidation procedure (Continued)

@)

3)

“)

Disposal of subsidiaries (Continued)

@  Disposal of subsidiaries by stages (Continued)

Where various transactions belong to a package deal, accounting treatment shall be made
by the Company on the transactions as a transaction to dispose of subsidiaries and lose the
control; the difference between each disposal cost and net asset share in the subsidiaries
corresponding to each disposal of investments before loss of the control should be
recognised as other comprehensive income in the consolidated financial statements and
should be transferred into the current profit or loss at the loss of the control.

Where various transactions do not belong to a package deal, before the loss of the control,
accounting treatment shall be made according to the partial disposal of equity investments in
the subsidiary without losing control; at the loss of the control, accounting treatment shall be
made according to general treatment methods for disposal of subsidiaries.

Purchase of non-controlling interests in a subsidiary

The share premium in the capital reserves under the consolidated balance sheet will be adjusted at
the difference between the long-term equity investment acquired by the Company for the purchase
of non-controlling interest and the share of net assets calculated constantly from the acquisition
date (or combination date) according to the newly increased shareholding ratio. If the share
premium is insufficient to offset, retained earnings will be adjusted.

Partial disposal of equity investments in subsidiaries without losing control

The share premium of capital reserves in the consolidated balance sheet will be adjusted according
to the difference between the disposal price and the share of net assets of subsidiaries calculated
from the acquisition date or the combination date corresponding to the disposal of long-term equity
investments; if the share premium of capital reserves is insufficient, the retained earnings will be
adjusted.

Guangdong Yueyun Transportation Company Limited



Notes to the Interim Financial Statements
For the six months ended 30 June 2023
(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

7. Classification of joint arrangements and accounting treatment

Joint arrangements can be classified into joint operations and joint ventures.

When the Group is a party to a joint arrangement and has rights to the assets, and obligations for the liabilities,

relating to such arrangement, the joint arrangement is classified as a joint operation.

The Group recognises the following items in relation to its share of benefits in joint operations:

(1)

(5)

the assets held solely by the Group and those jointly held on a pro-rata basis;

the liabilities assumed solely by the Group and those jointly assumed on a pro-rata basis;

the income generated from the sale of the products of the joint operation attributable to the Group;

the income generated by the joint operation from the sale of products on a pro-rata basis;

the expenses incurred solely by the Group and those incurred by the joint operation on a pro-rata basis.

The investment in joint ventures of the Group are accounted for under the equity method. For the details,
please refer to Note Ill. 13. Long-term equity investments.

8. cCash and cash equivalent

Cash comprises cash on hand and deposits that can be readily withdrawn on demand. Cash equivalents are

the Group’s short-term and highly liquid investments, which are readily convertible into known amounts of

cash and are subject to an insignificant risk of change in value.
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Notes to the Interim Financial Statements
For the six months ended 30 June 2023
(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

9. Foreign currency transactions and translation of financial statements denominated in
foreign currencies

1)  Foreign currency transactions

Foreign currency transactions shall be translated into RMB at the spot exchange rate on the day when
the transactions occurred.

Balance sheet date foreign currency monetary items shall be translated using the spot exchange rate at
the balance sheet date. The resulting exchange difference are recognised in profit or loss for the current
period, except for those differences related to a specific-purpose borrowing denominated in foreign
currency for acquisitions and construction of the qualified assets, which should be capitalised as cost of
the borrowings.

2) Translation of financial statements denominated in foreign currency

The assets and liabilities in the balance sheets are translated at the spot exchange rate on the balance
sheet date. Except for “Retained earnings”, all items under owner’s equity are translated at the spot
exchange rates when incurred. The income and expenses items in the income statement are translated
at the spot exchange rates on the transaction dates.

On disposal of a foreign operation, the translation difference of the financial statements in foreign
currency relating to that foreign operation is transferred from shareholders’ equity to profit or loss of the
period during which the disposal occurs.

10. Financial instruments

The Group recognises a financial asset, a financial liability or equity instrument when it becomes a party to the
financial instrument contract.

1) Classification of financial instruments
The classification of financial assets is based on the business model in which a financial asset is
managed and its contractual cash flow characteristics. At the initial recognition, a financial asset is

classified as: financial assets at the amortised cost, financial assets measured at fair value through other
comprehensive income and financial assets measured at fair value through profit or loss.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

10. Financial instruments (Continued)

7)

Classification of financial instruments (Continued)

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated at fair value through profit or loss:

— it is held within a business model whose objective is to hold assets to collect contractual cash
flows; and

— its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

A financial asset is measured at fair value through other comprehensive income (debt instruments) if it
meets both of the following conditions and is not designated at fair value through profit or loss:

— it is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

— its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

At initial recognition of an equity investment that is not held for trading, the Group may irrevocably
elect to present subsequent changes in the investment's fair value in other comprehensive income.
This designation is made on an investment-by-investment basis, and the related investment meets the
definition of an equity instrument from the issuer’s perspective.

All financial assets not classified as measured at amortised cost or fair value through other
comprehensive income as described above are measured at fair value through profit or loss.

At initial recognition, the Group may irrevocably designate a financial asset that otherwise meets the
requirements to be measured at amortised cost or at fair value through other comprehensive income as
at fair value through profit or loss if doing so eliminates or significantly reduces an accounting mismatch
that would otherwise arise.

At the initial recognition, financial liabilities are classified as: financial liabilities measured at fair value
through profit or loss and financial liabilities measured at amortised cost.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

10. Financial instruments (Continued)

2)  Recognition basis and measurement method of financial instruments

(1)

@)

Financial assets at amortised cost

Financial assets measured at amortised cost include bills receivable and accounts receivable, other
receivables, long-term receivables, and debt investment, etc., of which initial measurement is
made at fair value, and relevant transaction costs are included in the initially recognised amount;
exclude accounts receivable with significant financing component and accounts receivable with the
financing component not exceeding one year and not considered by the Company, of which initial
measurement is made at the contract transaction price.

During the holding period, the interest calculated with the effective interest method should be
included in the current profit or loss.

At recovery or disposal, the difference between the purchase price obtained and the book value of
such financial assets is included in the current profit or loss.

Financial assets (debt instruments) at fair value through other comprehensive income

Financial assets (debt instruments) measured at fair value through other comprehensive income
include receivables financing and other debt investment, of which initial measurement is made
at fair value, and relevant transaction costs are included in the initially recognised amount. The
subsequent measurement of such financial assets is made at fair value. Changes in fair value are
included in other comprehensive income except for the interest calculated by the effective interest
method, impairment losses or reversal, and exchange gains or losses.

At the time of derecognition, the accumulated gains or losses previously included in other
comprehensive income are transferred from the other comprehensive income to the current period
profit or loss.
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(Unless otherwise stated, all amounts are denominated in Renminbi Yuan)

lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

10. Financial instruments (Continued)

2) Recognition basis and measurement method of financial instruments (Continued)

(3)

“)

()

Financial assets (equity instruments) at fair value through other comprehensive income

Financial assets (equity instruments) measured at fair value through other comprehensive
income, including the investment in other equity instruments, are initially measured at fair value,
and relevant transaction costs are included in the initially recognised amount. The subsequent
measurement of such financial assets is made at fair value, and the changes in fair value are
included in other comprehensive income. The dividends obtained are included in the current profit
or loss.

At derecognition, the accumulated gains or losses previously included in other comprehensive
income are transferred from the other comprehensive income to the retained earnings.

Financial assets measured at fair value through profit or 10SS

Financial assets measured at fair value through profit or loss include trading financial assets,
derivative financial assets and other non-current financial assets, of which initial measurement is
made at fair value, and relevant transaction costs are included in the current profit or loss. The
subsequent measurement of such financial assets is made at fair value, and changes in fair value
are included in the current profit or loss.

Financial liabilities measured at fair value through profit or 10Ss

Financial liabilities measured at fair value through profit or loss include trading financial liabilities
and derivative financial liabilities, of which initial measurement is made at fair value, and relevant
transaction costs are included in the current profit or 10ss. The subsequent measurement of such
financial liabilities is made at fair value, and changes in fair value are included in the current profit
or loss.

At derecognition, the difference between the book value and the consideration paid of such
financial liabilities is included in the current profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

10.

Financial instruments (Continued)

2)

Recognition basis and measurement method of financial instruments (Continued)

(©)

(7)

Financial liabilities measured at amortised cost

Financial liabilities measured at the amortised cost include short-term borrowings, bills payable,
accounts payable, other payables, long-term borrowings, bonds payable and long-term payables, of
which initial measurement is made at fair value, and related transaction costs are included in the
initially recognised amount.

During the holding period, the interest calculated by the effective interest method is included in the
current profit or 10ss.

At derecognition, the difference between the consideration paid and the book value of such
financial liabilities is included in the current period profit or loss.

Offsetting

Financial assets and financial liabilities are generally presented separately in the balance sheet, and
are not offset. However, a financial asset and a financial liability are offset and the net amount is
presented in the balance sheet when both of the following conditions are satisfied:

—  the Group currently has a legally enforceable right to set off the recognised amounts;

— the Group intends either to settle on a net basis, or to realise the financial asset and settle
the financial liability simultaneously.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

10. Financial instruments (Continued)

3)

Derecognition and transfer of financial assets

Where one of the following conditions is met, the Group shall derecognise financial assets:

—  The contractual right of collecting cash flows of financial assets is terminated;

— The financial assets have been transferred, and nearly all of the risks and rewards related to the
ownership of the financial assets have been transferred to the transferee;

— The financial assets have been transferred, and the Group does not retain the control over the
financial assets through it has neither transferred nor retained nearly all risks and rewards related
to the ownership of the financial assets.

At the transfer of financial assets, where nearly all of the risks and rewards related to the ownership of
the financial assets have been retained, such financial assets shall not be derecognised.

In determining whether the transfer of a financial asset meets the above derecognition criteria of
financial assets, the principle of substance over form will be adopted.

The Group divides the transfer of financial assets into entire transfer and partial transfer. Where the
entire transfer of financial assets meets the derecognition conditions, the difference of the following two
amounts is included in the current period profit or l0ss:
(1)  The book value of the transferred financial asset;
(2) The sum of consideration received from the transfer, and the accumulated change amount of fair

value originally recorded in shareholders’ equity (the financial assets involved in the transfer are
financial assets (debt instruments) measured at fair value through other comprehensive income).
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

10. Financial instruments (Continued)

3)

4)

Derecognition and transfer of financial assets (Continued)

Where the partial transfer of a financial asset meets the derecognition criteria, the entire book value of
the financial asset transferred shall be allocated between the derecognised part and the recognised part
based on the relative fair value, and the difference between the following two amounts shall be included
in the current profit or loss:

(1) The book value of derecognised part;

(20 The sum of the consideration for the derecognised part and the amount corresponding to the
derecognition part in the accumulated change amount of fair value originally and directly included
in shareholders’ equity (where the financial assets transferred are the financial assets (debt
instruments) measured at fair value through other comprehensive income).

Where the transfer of financial assets does not meet the derecognition criteria, the financial assets shall
continue to be recognised, and the consideration received shall be recognised as a financial liability.

Derecognition of financial liabilities

Where the present obligations of financial liabilities have been discharged in whole or in part, the
financial liabilities or any part thereof shall be derecognised; if the Company signs an agreement with
creditors to replace the existing financial liabilities by undertaking new financial liabilities, and the new
financial liabilities are substantially different from the existing ones in terms of contract terms, the
existing financial liabilities shall be derecognised, and at the same time, the new financial liabilities shall
be recognised.

Where substantive changes are made to the contract terms of existing financial liabilities in whole or in
part, the existing financial liabilities shall be derecognised in whole or in part, and the financial liabilities
of which terms have been modified shall be recognised as the new financial liabilities.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

10. Financial instruments (Continued)

4)

5)

Derecognition of financial liabilities (Continued)

Where financial liabilities are derecognised is whole or in part, the difference between the book value of
the financial liabilities derecognised and the consideration paid (including non-cash assets surrendered
and the new financial liabilities assumed) shall be included in current period profit or loss.

Where the Group redeems part of its financial liabilities, it shall, on the redemption date, allocate
the entire book value of whole financial liabilities according to the relative fair value of the part that
continues to be recognised and the derecognised part. The difference between the book value allocated
to the derecognised part and the considerations paid (including non-ash assets surrendered and the new
financial liabilities assumed) shall be included in the current period profit or loss.

Determination of fair value of financial assets and financial liabilities

Unless otherwise stated, the Group measures the fair value of financial assets and liabilities based on
following principal:

Fair value refers to the price that market participants can receive for the sale of an asset or pay for the
transfer of a liability in an orderly transaction that occurs on the measurement date.

When estimating the fair value, the Group considers the characteristics (including asset status and
location, restrictions on the sale or use of assets, etc.) that market participants consider when pricing
the relevant assets or liabilities on the measurement date, and adopts valuation techniques that
are applicable to the current circumstance and is supported by sufficient available data and other
information. The valuation technigues used mainly include market approach, income approach and cost
approach.
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

10.

Financial instruments (Continued)

6)

Accounting treatment for impairment testing of financial assets

The Group recognise loss allowances for expected credit loss (‘ECL") on:

financial assets measured at amortised cost; and

lease receivables.

Financial assets measured at fair value, including debt investments or equity securities at fair value

through profit or loss, equity securities designated at fair value through other comprehensive income and

derivative financial assets, are not subject to the ECL assessment.

(1)

Measurement of ECLS

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the
present value of all cash shortfalls, which is the difference between the cash flows due to the
entity in accordance with the contract and the cash flows that the Group expects to receive.

The maximum period considered when estimating ECLs is the maximum contractual period
(including extension options) over which the group is exposed to credit risk.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a
financial instrument.

12-month ECLs are the portion of ECLS that result from default events that are possible within the
12 months after the balance sheet date (or a shorter period if the expected life of the instrument is
less than 12 months).

Loss allowances for accounts receivable and lease receivables are always measured at an amount
equal to lifetime ECLs. ECLS on these financial assets are estimated using a provision matrix based
on the Group’s historical credit loss experience, adjusted for factors that are specific to the debtors
and an assessment of both the current and forecast general economic conditions at the balance
sheet date.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

10. Financial instruments (Continued)

6) Accounting treatment for impairment testing of financial assets (Continued)

(7)

@)

3

Measurement of ECLS (Continued)

Except for accounts receivable and lease receivables, the Group measures loss allowance at an
amount equal to 12-month ECLs for financial instruments which meet the following criteria, and at
an amount equal to lifetime ECLs for all other financial instruments:

= If the financial instrument is determined to have low credit risk at the balance sheet date; or

— If the credit risk on a financial instrument has not increased significantly since initial
recognition.

Financial instruments that have low credit risk

The credit risk on a financial instrument is considered low if the financial instrument has a low risk
of default, the borrower has a strong capacity to meet its contractual cash flow obligations in the
near term and adverse changes in economic and business conditions in the longer term may, but
will not necessarily, reduce the ability of the borrower to fulfil its contractual cash flow obligations.
Significant increases in credit risk

In assessing whether the credit risk of a financial instrument has increased significantly since initial

recognition, the Group compares the risk of default occurring on the financial instrument assessed
at the balance sheet date with that assessed at the date of initial recognition.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

10. Financial instruments (Continued)

6) Accounting treatment for impairment testing of financial assets (Continued)

(3)

Significant increases in credit risk (Continuead)

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECL, the Group considers reasonable and supportable information
that is relevant and available without undue cost or effort, including forward-looking information. In
particular, the following information is taken into account:

— failure to make payments of principal or interest on their contractually due dates;

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

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

—  existing or forecast changes in the technological, market, economic or legal environment that
have a significant adverse effect on the debtor’s ability to meet its obligation to the Group.

Depending on the nature of the financial instruments, the assessment of a significant increase in
credit risk is performed on either an individual basis or a collective basis. When the assessment is
performed on a collective basis, the financial instruments are grouped based on shared credit risk
characteristics, such as past due status and credit risk ratings.

The Group assumes that the credit risk on a financial asset has increased significantly if it is more
than 30 days past due. Unless the Group is able to obtain reasonable and well-founded information
at no cost or effort to demonstrate that credit risk has not increased significantly since the initial
recognition, although it exceeded the payment term agreed upon in the contract for 30 days.

The Group considers a financial asset to be in default when:

—  the borrower is unlikely to pay its credit obligations to the Group in full, without recourse by
the Group to actions such as realising security (if any is held); or

— the financial asset is more than 90 days past due.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

10. Financial instruments (Continued)

6) Accounting treatment for impairment testing of financial assets (Continued)

“)

(5)

Credit-impaired financial assets

At each balance sheet date, the Group assesses whether financial assets carried at amortised
cost are credit-impaired. A financial asset is ‘credit-impaired” when one or more events that have
a detrimental impact on the estimated future cash flows of the financial asset have occurred.
Evidence that a financial asset is credit-impaired includes the following observable data:

— significant financial difficulty of the borrower or issuer;

a breach of contract, such as a default or delinquency in interest or principal payments;

for economic or contractual reasons relating to the borrower’s financial difficulty, the Group
having granted to the borrower a concession that would not otherwise consider;

— itis probable that the borrower will enter bankruptcy or other financial reorganisation; or

—  the disappearance of an active market for that financial asset because of financial difficulties.
Presentation of allowance for ECL

ECLs are remeasured at each balance sheet date to reflect changes in the financial instrument’s
credit risk since initial recognition. Any change in the ECL amount is recognised as an impairment
gain or loss in profit or loss. The Group recognises an impairment gains or loss for the financial

assets at amortised cost with a corresponding adjustment to their carrying amount through a loss
allowance account.
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1. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)
10. Financial instruments (Continued)
6) Accounting treatment for impairment testing of financial assets (Continued)
(6)  Write-off
The gross carrying amount of a financial asset is written off (either partially or in full) to the extent
that there is no realistic prospect of recovery. A write-off constitutes a derecognition event. This
is generally the case when the Group determines that the debtor does not have assets or sources
of income that could generate sufficient cash flows to repay the amounts subject to the write-
off. However, financial assets that are written off could still be subject to enforcement activities in

order to comply with the Group’s procedures for recovery of amounts due.

Subsequent recoveries of an asset that was previously written off are recognised as a reversal of
impairment in profit or loss in the period in which the recovery occurs.

(7)  Equity instruments
The consideration received from the issuance of equity instruments net of transaction costs is
recognised in shareholders’ equity. Consideration and transaction costs paid by the Group for
repurchasing self-issued equity instruments are deducted from shareholders’ equity.
11. Inventories

1) Classification and initial recognition

The Group's inventories are categorised as goods on hand, construction materials, spare parts, low-value
consumables and packaging materials.

Inventories are initially measured at cost. Cost of inventories comprises all costs of purchase, costs of

processing and other expenditures incurred in bringing the inventories to their present location and
condition.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

11. Inventories (Continued)

2)

3)

4)

5)

cost of inventories transferred out

Cost of inventories transferred out is calculated using the weighted average method.

Basis for determining the net realisable value

At the balance sheet date, inventories are carried at the lower of cost and net realisable value. If the net
realisable value is below the cost of inventories, a provision for decline in value of inventories is made.
Net realisable value is the estimated selling price in the ordinary course of business less the estimated
costs of completion, the estimated costs necessary to make the sale and relevant taxes.

Net realisable values of merchandise inventories held directly for sale, such as finished goods, stock
commodities, and available-for-sale materials, are measured at the estimated selling prices less
estimated sales expenses and relevant taxes and surcharges in the normal production process. Net
realisable values of material inventories which need further processing are measured at the estimated
selling prices less the estimated costs of completion, estimated sales expenses and relevant taxes and
surcharges in the normal production process. Net realisable values of inventories held for the purpose of
fulfillment of sales contracts or service contracts are calculated on the basis of the contract prices; if the
quantity of inventories held exceeds that stated in the contract, the net realisable values of the excessive
part are calculated on the basis of normal selling prices.

When the provision for inventory impairment is made, where the previous factor rendering the write-
down of the inventory value has been eliminated, for which the net realisable value of the inventory is
higher than the book value of the same, the provision for inventory impairment shall be reversed from
the amount of provision for inventory impairment originally made, and the reversed amount shall be
included in the current profit or loss.

Inventory count system

The Group maintains a perpetual inventory system.

Amortisation method of low-value consumables and packaging materials

(1)  Low-value consumables are amortised using one-off write-off method;

(2)  Packaging materials are amortised using one-off write-off method.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

12. Contract assets

1)

2)

Recognition and standard of contract assets

The Group presents contract assets or contract liabilities in the balance sheet based on the relationship
between performance obligations and customer’s payments. The consideration that the Group has the
right (and this right depends on factors other than passage of time) to receive for goods transferred to
customers is listed as contract assets. Contract assets and contract liabilities under the same contract
shall be shown on a net basis. The Group has the right (only depends on the passage of time) to receive
the consideration for goods to customers is listed as trade receivables individually.

Method of determination of expected credit loss of contract assets and accounting
treatment

For the method of determination of expected credit loss of contract assets and accounting treatment
methods, please refer to the Note Ill. 10 6) “Accounting treatment for impairment testing of financial
assets”.

13. Long-term equity investments

1)

Joint control or significant influence criterion

Joint control is the contractually agreed sharing of control of an arrangement, and exists only when
decisions about the relevant activities of the arrangement require the unanimous consent of the parties
sharing control. If the Group together with the other joint venture parties can jointly control over the
investee and are entitled to the right of the net assets of the investee, the investee is joint venture of the
Group.

Significant influence refers to the power to participate in making decisions on the financial and operating
policies of an enterprise, but not the power to control, or jointly control, the formulation of such policies
with other parties. Where the Group can exercise significant Influence over an investee, the investee is
an associate of the Group.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

13. Long-term equity investments (Continued)

2) Determination of initial investment cost

(1)

@)

Long-term equity investments acquired through a business combination

For business combinations involving entities under common control, the initial investment cost
of long-term equity investments is its share of the book value of the shareholders’ equity of the
acquiree in the financial statements of the ultimate controlling party on the date of combinations.
The difference between initial investment cost of long-term equity investment and the carrying
value of consideration paid is to adjust share premium. If the balance of share premium is
insufficient, any excess is adjusted to retained earnings. In connection with imposing control
over the investee under joint control as a result of additional investment and other reasons, on
the combination date, the initial cost of long-term equity investments shall be determined based
on share of the carrying amount of the net assets of the combined party in the consolidated
financial statement of the ultimate controlling party after the combination. The difference between
initial investment cost of long-term equity investment the date of combination and the sum of
the carrying value of long-term equity investment before combination and the carrying value of
newly paid consideration for additional shares acquired on the date of combination is to adjust
share premium. If the balance of share premium is insufficient, any excess is adjusted to retained
earnings.

Business combinations involving entities not under common control: the cost of the combination
determined on the date of acquisition shall be taken as the initial investment cost of the long-term
equity investment. In connection with imposing control over the investee not under joint control as
a result of additional investment and other reasons, the initial investment cost when changing to
the cost method shall be the sum of the carrying value of the equity investment originally held and
the newly increased initial investment cost.

Long-term equity investments acquired other than through a business combination

The initial investment cost of a long-term equity investment obtained by the Group by cash
payment shall be the purchase cost which is actually paid.

The initial investment cost of a long-term equity investment obtained by the Group by means of
issuance of equity securities shall be the fair value of the equity securities issued.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

13. Long-term equity investments (Continued)

3) Subsequent measurement and recognition of profit or loss

(1)

@)

Long-term equity investments accounted for under cost method

Long-term equity investments of the Company in its subsidiaries are accounted for under cost
method unless such investments meet the conditions of holding for sale. Under the cost method,
except for the actual price paid for acquisition of investment or the cash dividends or profits
contained in the consideration which have been declared but not yet distributed, the Company
recognises the proportion it shall enjoy in the cash dividends or profits declared by the investee as
its investment income.

Long-term equity investments accounted for under equity method

Long-term equity investments in associates and joint ventures are accounted for under equity
method. Where the initial investment cost of a long-term equity investment exceeds the Group’s
interest in the fair value of the investee's identifiable net assets at the date of acquisition, the
investment is initially recognised at the initial investment cost. Where the initial investment cost is
less than the Group's interest in the fair value of the investee’s identifiable net assets at the date
of acquisition, the investment is initially recognised at the investor’s share of the fair value of the
investee's identifiable net assets, and the difference is charged to profit or loss.

The Group recognises its share of the investee’s profit or loss and other comprehensive income
as investment income or losses and other comprehensive income respectively, and adjusts the
carrying amount of the investment accordingly. Once the investee declares any cash dividends or
profit distributions, the carrying amount of the investment is reduced by that amount attributable to
the Group. The Group adjusts the carrying amount of the long-term equity investment for changes
in shareholders’ equity of the investee other than those arising from net profits or losses and other
comprehensive income and distributions to shareholders (“other changes in shareholders’ equity”),
and recognises the corresponding adjustment in shareholders’ equity.

In calculating its share of the investee's net profits or losses, other comprehensive income
and other changes in owners’ equity, the Group recognises investment income and other
comprehensive income after making appropriate adjustments to align the accounting policies or
accounting periods with those of the Group based on the fair value of the investee’s identifiable net
assets at the date of acquisition.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

13. Long-term equity investments (Continued)

3) Subsequent measurement and recognition of profit or loss (Continued)

@)

3)

Long-term equity investments accounted for under equity method (Continuea)

Unrealised profits and losses resulting from transactions between the Group and its associates or
joint venture are eliminated to the extent of the Group's interest in the associates or joint venture,
except for the invested or disposed of assets constituted a business. Unrealised losses resulting
from transactions between the Group and its associates or joint ventures are eliminated in the
same way as unrealised gains but only to the extent that there is no impairment.

The Group discontinues recognising its share of further losses of the investee after the carrying
amount of the long-term equity investment and any long-term interest that in substance forms
part of the Group’s net investment in the joint venture or associate is reduced to zero, except to
the extent that the Group has an obligation to assume additional losses. If the joint venture or
associate subsequently reports net profits, the Group resumes recognising its share of those profits
only after its share of the profits equals the share of losses not recognised.

Disposal of long-term equity investments

For disposal of long-term equity investments, the difference between the book value and the actual
price shall be included in the current investment income.

For long-term equity investments with partial disposal accounting by the equity method, where
the remaining equity is still accounted for by the equity method, other comprehensive income
recognised originally upon the accounting by the equity method shall be carried forward at the
corresponding proportion on the basis same with that for the direct disposal of relevant assets or
liabilities by the investee, and other changes in shareholders’ equity shall be carried forward to the
current profit or loss in proportion.

Where the Group loses the joint control over or significant influence on the investee on account of
the disposal of equity investment and any other reason, when the accounting by the equity method
is terminated, other comprehensive income recognised upon the accounting by the equity method
from the original equity investment shall be subject to the accounting treatment which is made on
the basis same with that for the direct disposal of relevant assets or liabilities by the investee, and
other changes in shareholders’ equity shall be transferred to the current profit or loss in full.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

13. Long-term equity investments (Continued)

3) Subsequent measurement and recognition of profit or loss (Continued)

(3)

Disposal of long-term equity investments (Continued)

Where the Group loses the control over the investee on account of the partial disposal and any
other reason, at the preparation of any single financial statements, if the remaining equity has the
joint control over or significant influence on the investee, the accounting shall be made by the
equity method, and an adjustment shall be made as if the remaining equity was accounted for
by the equity method at acquisition; other comprehensive income recognised before the control
over the investee is obtained shall be carried forward on the basis same with that for the direct
disposal of relevant assets or liabilities by the investee, and other changes in shareholders’ equity
recognised on account of the accounting by the equity method shall be carried forward to the
current profit or loss in proportion; if the remaining equity has no joint control over or significant
influence on the investee, relevant financial assets shall be recognised, the difference between
the fair value on the day of losing control of such remaining equity and the book value of the
same shall be included in the current profit or loss, and other comprehensive income and other
changes in shareholders’ equity which have been recognised before the control over the investee
is obtained shall be carried forward in full.

Where the disposal of subsidiaries’ equity investments till the loss of control by stages through
multiple transactions belongs to a package deal, the accounting treatment shall be made by taking
each transaction as the transaction where the subsidiaries’ equity investments are disposed and
the corresponding control is lost; before the loss of control, the difference between the disposal
price and the book value of the long-term equity investment corresponding to the equity disposed
shall be firstly recognised as other comprehensive income in the individual financial statements,
and at the loss of control, all transferred to the profit or loss for the period when the control is lost.
Where the aforesaid disposal does not belong to a package deal, the accounting treatment shall be
made respectively for each transaction.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

14.

15.

Investment properties

Investment properties are properties held either to earn rental income or for capital appreciation or for both,
which include a land use right that is leased out, a land use right held for transfer upon capital appreciation
and a building that is leased out (including after the completion of self-construction or development activities
and buildings under development for future rental purpose).

Subsequently expenditures incurred for such investment property are included in the cost of the investment
property if it is probable that economic benefits associated with an investment property will flow to the Group
and the subsequent expenditures can be measured reliably. Other subsequent expenditures are recognised in

profit or loss in the period in which they are incurred.

Investment properties are accounted for using the cost model. The Group adopts a depreciation or
amortisation policy for the investment properties which is consistent with that for buildings or land use rights.

For the impairment of the investment properties, please refer to Note lll. 21. Impairment of long-term assets.

When an investment property is sold, transferred, disposed or damaged, the Group recognises the amount of
any proceeds on disposal net of the carrying amount and related taxes in profit or loss.

Fixed assets

1)  Recognition and initial measurement of fixed assets
Fixed assets are tangible assets that are held for use in the production or supply of goods or services,
for rental to others, or for administrative purposes, and have useful lives of over one accounting year. A
fixed asset is recognised only when:
(1) Itis probable that economic benefits associated with the assets will flow into the Group; and
(2)  The costs of the asset can be measured reliably.
The fixed assets are initially measured at cost (and by taking the impact of expected disposal costs).
Subsequent expenditures incurred for the fixed asset are included in the cost of the fixed asset and if
it is probable that economic benefits associated with the expenditures will flow to the Group and the
subsequent expenditures can be measured reliably. Meanwhile the carrying amount of the replaced part

is derecognised. Other subsequent expenditures are recognised in profit or loss in the period in which
they are incurred.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

15. Fixed assets (Continued)

2)

3)

Depreciation method

Depreciation of the fixed assets is made using the straight-line method. The depreciation rates are
determined according to the categories, estimated useful lives and estimated net residual rates of fixed
assets. For fixed assets where the provision for impairment has been made, the depreciation amount in
the future will be determined at the book value of the fixed assets where the provision for impairment
has been deducted, based on the remaining useful life. Where various components of fixed assets are
different in useful lives or bring economic benefits for the enterprise in different ways, then the Group
should choose different depreciation rates or methods to separately provide for depreciation.

The depreciation methods, depreciation years, residual value rates and annual depreciation rates of fixed
assets are presented by categories as follows:

Annual

Useful lives Residual depreciation

Category (years) value rate (%) rate (%)
Building and structures 10-60 0-5 1.58-10.00
Building improvements 3-20 0 5.00—33.33
Transportation vehicles 3-8 0-5 11.88-33.33
Machinery and equipment 512 0-5 7.92-20.00
Electronic equipment, office equipment and others 3-10 0-5 9.50-33.33

The Group reviews the useful life and estimated net residual value of a fixed asset and the depreciation
method applied at least once at each financial year end.

Disposal of fixed assets

The carrying amount of a fixed asset is derecognised when the fixed asset is on disposal or no future
economic benefit is expected to be generated from its use or disposal. When a fixed asset is sold,
transferred, disposed or damaged, the Group recognises the amount of any proceeds on disposal net of
the carrying amount and related taxes in profit or loss for the period.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

16. Construction in progress

17.

Construction in progress is measured at its actual costs. The actual costs include construction costs,

installation cost, borrowing costs capitalised which fulfill the capitalization criteria and other expenditures

incurred before it is ready for intended use. Construction in progress is transferred to a fixed asset when it is

ready for its intended use and the relevant fixed asset is deprecated starting from the following month after

the transfer.

Borrowing costs

1)

2)

Recognition criteria of capitalisation of borrowing costs

The borrowing costs incurred to the Group and directly attributable to the acquisition and construction
or production of assets eligible for capitalisation should be capitalised and recorded into relevant asset
costs; other borrowing costs should be recognised as costs according to the amount incurred and be
included into the current profit or loss.

Assets eligible for capitalisation refer to fixed assets, investment properties, inventories and other assets
which may reach their intended use or sale status only after long-time acquisition and construction or
production activities.

Capitalisation period for borrowing costs

Capitalisation period refers to the period from the beginning of capitalisation to the cease of
capitalisation, excluding the period of capitalisation suspension of borrowing costs.

Capitalisation shall start when the following conditions are satisfied simultaneously:

(1) Asset expenditures, which include those incurred by cash payment, the transfer of non-cash assets
or the undertaking of interest-bearing debts for acquiring and constructing or producing assets
eligible for capitalisation, have already been incurred,;

(2)  Borrowing costs have already been incurred,;

(3)  The acquisition and construction or production activities which are necessary to prepare the assets
for their intended use or sale have already been started.

Capitalisation of borrowing costs should be ceased when the acquired and constructed or produced
assets eligible for capitalisation have reached their intended use or sale status.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

17. Borrowing costs (Continued)

3)

4)

Capitalisation suspension period

If the acquisition, construction or production activities of assets eligible for capitalisation are abnormally
interrupted and such interruption lasts for more than 3 months, the capitalisation of borrowing costs
should be suspended; if the interruption is necessary for the acquired, constructed or produced assets
eligible for capitalisation to reach the working condition for their intended use or sale, the borrowing
costs will continue to be capitalised. Borrowing costs incurred during the interruption are recognised as
the current profit or loss and the borrowing cost shall continue to be capitalised until the acquisition,
construction or production of the assets restarts.

Measurement method of capitalisation rate and capitalised amounts of borrowing costs

For specific borrowings for acquiring, constructing or producing assets eligible for capitalisation,
borrowing costs actually incurred during the period for specific borrowings less the interest income from
the unused borrowings deposited in the bank or investment income from temporary investment with the
unused borrowings should be recognised as the capitalisation amount of borrowing costs.

For general borrowings used for acquiring and constructing or producing assets eligible for capitalisation,
the amount borrowing costs of general borrowings to be capitalised should be calculated by multiplying
the weighted average of asset expenditure of the part of accumulated asset expenditure exceeding
specific borrowings by the capitalisation rate for the used general borrowings. The capitalisation rate is
determined based on the weighted average effective interest rate for general borrowings.

During the period for capitalisation, the exchange differences arising from translation of the principal and
interest of the specific borrowings denominated in foreign currency should be capitalised, and included
in the cost of assets eligible for capitalisation. The exchange differences arising from translation of the
principal and interest of borrowings denominated in foreign currency other than the specific borrowings
denominated in foreign currency should be included in the current profit or loss.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

18. Intangible assets

1)

2)

Recognition and measurement of intangible assets

Intangible assets are initially measured at cost, except for the toll bridge franchise operating rights are
determined based on the price invested by the shareholders. When an intangible asset with a finite
useful life is available for use, its original cost less estimated residual value and any accumulated
impairment losses is amortised over its estimated useful life using the straight-line method. The Group
regards intangible assets with unforeseeable future economic benefits as intangible asset with an
indefinite useful life, and such intangible asset is not amortised.

The Group reassesses the useful lives of intangible assets with indefinite useful lives in each accounting
period. If there is evidence indicating that the useful life of that intangible asset is finite, the Group
estimates its useful life and accounts for it in accordance with the same policy as intangible assets with
finite useful lives described above.

Estimate of useful lives for intangible assets

Amortisation

Category period (years)
Land use rights 20-70/uncertain
Joint operating earning rights 10
Software use right 5-10
Passenger service licenses uncertain
Station franchise operating rights 38
Toll bridge franchise operating rights 28
Trademark rights 10
Trade mark rights 3-20
Others 2-16.25

Useful lives and amortisation methods of intangible asset with finite useful life are reviewed at least at
each year-end.

The joint operation earning rights held by the Group was the line operation earning right cooperated with
third party.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

18. Intangible assets (Continued)

2)

3)

Estimate of useful lives for intangible assets (Continued)

The passenger service licenses held by the Group was the passenger transportation license bought from
third party to provide passenger transportation service in Hong Kong area.

The station franchise operating rights held by the Group is the Xintang Passenger Station franchise
operating right obtained from government authority. The Group is entitled to the right to charge fees
from customers of relevant public services during the concession period, however, the right does not
constitute an unconditional right to receive cash and the fee amounts to be received are not guaranteed.
Therefore, the Group recognises the concession right as intangible asset and amortises it over the
concession period using straight-line method.

The toll bridge franchise operating rights held by the Group is Tai Ping Interchange franchise operating
right which was injected by a shareholder and was granted to the shareholder by government authority
previously. The Group is entitled to the right to charge toll fees to users of relevant public services,
however, the right does not constitute an unconditional right to receive cash and the toll fee amounts to
be received are not guaranteed. Therefore, the Group recognises the concession right as intangible asset
and amortises it over the concession period of 28 years using straight-line method.

As at the balance sheet date, the Group reassesses the useful lives for intangible assets with indefinite
useful lives.

Specific criteria for classifying research and development phases

Expenditure on an internal research and development project of the Group is classified into expenditure
on the research phase and expenditure on the development phase.

Research phase: Research phase is the stage when creative and planned investigation and research
activities are conducted to acquire and understand new scientific or technological knowledge.

Development phase: Development phase is the phase when the research achievements and other
knowledge are applied to a plan or design, prior to the commercial production or use, so as to produce
any new or substantially improved material, device or product.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

18.

19.

Intangible assets (Continued)

4)

Criteria for capitalisation of development expenditures

The research expenditure is included in the current profit or loss when it incurred. The development
expenditure is recognised as intangible assets when it meets the following conditions at the same time,
and is included in the current profit or loss when it fails to meet the following conditions:

(1) The product or process is technically and commercially feasible;

(2)  The Group has sufficient resources and intention to complete the development work;

(3) The expenditure attributable to the intangible assets during its development phase can be
measured reliably.

The expenditure attributable to the intangible assets during its development phase can be measured
reliably.

Goodwill

The initial cost of goodwill arising on a business combination not under common control, is the difference

between the combination cost and the fair value share of the acquiree’s identifiable net assets obtained in the

combination.

Goodwill is transferred out when its related asset group or portfolio of asset group is disposed, and recognised

in the profit and loss.

The Group does not amortise goodwill, regardless of whether there is indication of impairment, goodwill is

tested for impairment at least annually at the end of each year.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

20.

21.

Long-term deferred expenses
Expenditure incurred with beneficial period over one year is recognised as long-term deferred expenses. Long-
term deferred expenses are stated in the balance sheet at cost less accumulated amortisation and impairment

losses.

Long-term deferred expenses are amortised using the straight-line method within the benefit period. The
respective amortisation periods for such expenses are as follows:

Amortisation

Category period (years)
Leasehold improvements 5-10
Others 2-2<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>