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FINANCIAL SUMMARY

2018 2017
RMB’'000 RMB’000
Revenue 1,519,526 1,469,164
Operating profit 53,138 56,985
Net profit attributable to shareholders of the Parent 39,721 40,073
Equity attributable to shareholders of the Parent 1,759,408 1,749,638
Total assets 2,493,585 2,460,543
2018 2017
RMB RMB

Earnings per share
Basic RMB 0.02 0.02
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CHAIRMAN'S STATEMENT

To all the shareholders (the “Shareholders”) of Tianjin Jinran Public Utilities Company Limited (the “Company”):

On behalf of the board (the “Board”) of directors (the “Directors”) of the Company, | am pleased to present the
annual results of the Company and its subsidiaries (the “Group”) for the year ended 31 December 2018 (the “Year”
or the “Reporting Period” or the “Period”).

The year 2018 has been a challenging year for the Company. We believe that the Group is on the right track to
restore itself back to its full potential, and that the steps we are taking, including the hard work that goes behind
them, will translate into sustainable growth and profitability, thereby creating value for all shareholders in year 2018.

DEVELOPMENT OF THE PRC GAS SECTOR

Improving living standards and increasing environmental consciousness in the People’s Republic of China (“PRC")
spur the country’s demand for natural gas. Nonetheless, natural gas still plays a small role in the PRC’s energy
consumption structure. Presently, the PRC’s annual per capita consumption of natural gas remained low comparing
to global standard, but given the environmental benefits of using natural gas, the PRC has embarked on a major
expansion of its gas infrastructure. We believe that the natural gas in the PRC will record a strong growth.

The fight against environmental pollution has topped the PRC’s agenda for securing a sustainable economic growth.
There has been high enthusiasm across the country to accelerate natural gas development. Piped natural gas is
particularly the case given the strong growing demand in the PRC for a more convenient supply of clean fuel. As
such, the piped natural gas market has entered into a stage of rapid growth.

In the Thirteenth Five-Year Plan, natural gas shall be the main source of energy in the future and shall lead the
energy market in the future. Natural gas shall mitigate the energy shortage and environmental pollution of the PRC,
and is an ideal energy for sustainable development.

All above factors provide the Group’s core businesses with a strong impetus for further expansion, which in turn

will enable the Group to enjoy a substantial share of the considerable gains to be made by the PRC’s booming gas
sector.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED



CHAIRMAN'S STATEMENT

BUSINESS DEVELOPMENT

A huge development of the century, the “West to East Natural Gas Pipeline Project” is undoubtedly a strong
propellant for the gas related industries to upgrade their facilities, expand their markets and improve their
efficiencies. It is also an obvious propeller for the Group’s business advancement. In the wake of an abundant
supply of gas resources, local gas operators in the PRC are taking initiatives to find long-term partnerships with
strong gas listing enterprises of well-established brand names in order to strengthen their own competitiveness
and increase their market share. The Group is taking full advantage of its brand strength and management edge
to uncover more acquisition and joint venture opportunities. These efforts will enable the Group to continuously
expand its market share, further strengthen its brand name and maximize the returns for shareholders.

PROSPECTS

At present, the major businesses of the Group located in Tianjin and Jining in the PRC. The economic conditions of
these cities have been providing the chance of development for the Group’s business.

With the full completion of West to East Natural Gas Pipeline Project and the implementation of specific projects like
Natural Gas Supply from Sichuan to Eastern Part of China, Shaanxi to Beijing Gas Supply, East Ocean Gas Supply
Onshore, Importation of Liquefied Natural Gas for Southern China, and the construction work of Russia Gas Supply
to China to commence, natural gas market will develop rapidly all over the PRC.

It can be expected that the Group will continue to strengthen its piped gas business, consolidate its existing
resources and further develop the natural gas pipelines market through mergers and acquisitions. The Group will
also keep enhancing its corporate image as a comprehensive and professional gas services provider and increasing
its core competitiveness in the gas sector.

APPRECIATION

| would like to take this opportunity to thank the Group’s shareholders, customers and business associates for their
continual supports and the Group’s staff for their diligence and contribution during the past year. We are a company
with a qualified and professional working team and | look forward to a more rewarding 2019 for the Group's
shareholders.

Zhao Wei
Chairman

The PRC, 27 March 2019

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED



MANAGEMENT DISCUSSION AND ANALYSIS

The year ended 31 December 2018 was a challenging year for the Group to develop its natural gas business. We
believe that the Group will strive to achieve a more satisfactory result for the Group’s shareholders in year 2019.

MANAGEMENT STRUCTURE

In order to facilitate the Group’s constant expansion and improvement, the Group has its management structure, as

set out below:
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Since the listing of the H shares (“H Shares”) of the Company on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) on 9 January 2004, the Group has been growing rapidly in terms of the business scope and

market coverage of its products and services.

* For identification purposes only
Annual Report 2018 TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW
Overview

In the year of 2018, in order to maintain the sustainable development of the Group, the Board and the management
have committed to, on one hand, developing new markets, and as the consumption of original users decreases,
explore new gas users and, on the other hand, enhancing internal control and cost management, as well as taking
the initiative to optimise management in business development, daily operations and compliance matters.

Principal Risks and Uncertainties

The Group's performance and business operation are effected by China’s urban gas industry. Principal risks are
summarised as follows:

Natural gas is one of the main sources of China’s urban gas and its import dependence is increasing. As a result,
China’s urban gas supply is faced with considerable international Geo-Political Risk. Gas source development and
transportation is highly monopolised. Although China has eased admission policy of the pipeline network, such
situation will remain in short term and therefore the industry will face considerable risk of insufficient gas supply.
Because of the dislocation of gas source and market, China’s natural gas industry is faced with considerable
security risk in pipeline transport. Gas purchase price of gas manufacturers and suppliers in China is regulated
by National Development and Reform Commission (NDRC) and is facing policy risk in respect of changes in
gas pricing mechanism. Gas consumption in winter increases due to its seasonal features, and thus China’s gas
enterprises are faced with the risk of gas undersupply. Global economic uncertainties and upgrading geopolitical
conflicts and other issues remain the potential causes of global energy price fluctuation, thus China’s urban gas
operators will face gas purchase cost fluctuation.

Key Relationships
(i) Employees

Human resources are one of the greatest assets of the Group and the Group regards the personal
development of its employees as highly important. The Group wants to continue to be an attractive employer
for committed employees.

The Group strives to motivate its employees with a clear career path and opportunities for advancement and
improvement of their skills. The Group provides pre-employment and on-the-job training and development
opportunities to its staff members. The training programs cover areas such as managerial skills, sales and
procurement, customer services, safety inspections and oversees, workplace ethics and training of other
areas relevant to the industry. In addition, the Group seriously considers all those valuable feedback from its
employees for enhancing workplace productivity and harmony.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED



(ii)

(iii)

MANAGEMENT DISCUSSION AND ANALYSIS

Generally, a salary review is conducted annually. The Group makes contributions towards pensions,
unemployment insurance, work-related injury insurance, maternity insurance and medical insurance for
its employees in accordance with the applicable laws and regulations of the PRC. The Group also provides
housing provident fund contributions as required by local regulations in the PRC.

Suppliers

The Group has developed long-standing relationships with a number of its suppliers and takes great care
to ensure that they share the Group‘s commitment to quality and ethics. The Group carefully selects its
suppliers and requires them to satisfy certain assessment criteria including track record, experience,
financial strength, reputation, products qualities and quality control effectiveness. The Group also requires
its suppliers to comply with the Group’s anti-bribery policy.

Clients

The Group is committed to maintain and develop its diversified client portfolio consisting of industrial parks,
major enterprises and residential users. The Group maximizes client value by offering professional services
and effective operation model to intensify the interaction and viscosity between clients and the Group and
enhances the client experience.

Environmental Policies

The Group is committed to building an environmentally-friendly corporation that pays close attention to conserving

natural resources. The Group strives to minimize the environmental impact by saving electricity and encouraging

recycle of office supplies and other materials. The Group also requires its suppliers to operate in strict compliance

with the relevant environmental regulations and rules.

As a leader in the clean energy development and supply industry, the Group has also devoted itself to social and

environmental agendas and undertook various eco-protection responsibilities. The Group committed to reduce

energy industry’s impact on the environment by developing and providing clean energy, which also satisfied clients

looking to meet their social and environmental responsibilities.

Compliance with Laws and Regulations

The Group's operations are mainly carried out in the PRC while the Company itself is listed on the Stock Exchange.
The Group's operations accordingly shall comply with relevant laws and regulations in the PRC and Hong Kong.

During the Year, the Group have complied with all the relevant laws and regulations in the PRC and Hong Kong.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

Future Business Developments

In 2019, the Board will strive to bring vitality and innovation to the Company by deepening the promotion of value
thinking way and efficiency-oriented concept as well as enhancing corporate governance in compliance with law, in
order to take the Company’s operation to a new level.

The Company will continue to focus on a balanced development of its natural gas business, and put more efforts
to tap into the pipeline gas market through participation in the natural gas pipeline network projects in the local
Chinese cities by merger or acquisition. It will carry on the survey, evaluation, negotiations of the existing projects
and work hard to realise the business goals. The Company will keep on enhancing its financial control to reduce
the operational cost and to maximize revenue from the operating projects. In addition, the Company will go on
improving the corporate governance as a listed company through regular meetings according to the relevant rules
of procedures concerning the general meeting of shareholders, meeting of directors and meeting of supervisors,
so as to achieve the function of the governance structure; and keep up talents training and recruiting for smooth
operation and development of its business while spreading a positive corporate culture and enhancing its
management expertise.

FINANCIAL REVIEW

For the year ended 31 December 2018 (the “Year”), the Group reported a revenue of approximately
RMB1,519,526,000 representing an increase of approximately 3% as compared with the year ended 31 December
2017 (the “Previous Year”). The gross profit margin decreased from approximately 4.24% for the Previous Year
to approximately 2.26% for the year ended 31 December 2018. The profit before tax from continuing operations
for the year ended 31 December 2018 amounted to approximately RMB53,215,000 (2017: approximately
RMB52,482,000) representing an increase of approximately 1% from the Previous Year.

The financial performance of the Group remained stable, with slightly increase. In the coming financial year, the
Company will further enhance market expansion efforts, seize the opportunity of the shift from coal to gas, and
explore profit growth points.

SEGMENTAL INFORMATION ANALYSIS

During the Year, the Group has continued to implement its formulated development strategies to provide piped
gas connections, to the users in the Group’s operational locations in Tianjin City and Jining, Inner Mongolia.
Sales of piped gas is the major source of income for the Group, which is followed by gas connection, sales of gas
appliances, and gas transportation and rent.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED



MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

The Group is generally funded by equity financing.

As at 31 December 2018, the Group had cash and cash equivalent of approximately RMB511,286,000 which was
principally denominated in RMB (2017: RMB286,395,000), and the Group had no bank borrowings.

The Group mostly uses Renminbi in its ordinary business operation and it had not used any financial instrument for
currency hedging purposes, as it considers that its exposure to fluctuations in exchange rates is only minimal.

The Group's gearing ratio (total liabilities to total assets ratio) as at 31 December 2018 was approximately 0.30 (as
at 31 December 2017: approximately 0.29).

SIGNIFICANT INVESTMENT, MATERIAL ACQUISITIONS AND
DISPOSALS

The Board has adopted a policy for investment that on the premises that the Company can carry on its operations
normally, for the purpose of increasing the utilization of capital, the Company intends to purchase principal-
guaranteed wealth management products with its idle funds and the total purchase amount of which shall not
exceed RMB1 billion. The general manager of the Company has been authorised by the Board to confirm with
the banks/financial institutions the types, amounts, periods and other relevant details of the wealth management
products to be subscribed and to sign on behalf of the Company relevant legal documents with the banks/financial
institutions in compliance with the Listing Rules, the articles of association of the Company and other laws and
regulations.

As at 31 December 2018, the “held-for-trading financial assets” balance was RMB606,575,890.41, which
represented the total fair value amount from the subscriptions of wealth management products as at 31 December
2018, namely with FEERITRMER R alKEDT (Huaxia Bank Co., Ltd*) (“Huaxia Bank”), E/&IRITA
P AMR AR (Bank of Shanghai Co., Ltd*) (“Bank of Shanghai”) and H1{5#R1TRMHBMR AR (China CITIC
Bank Corporation Limited) (“CITIC Bank”), which were announced on 12 September 2018 (the “Huaxia Bank
Announcement”), 21 September 2018 (the “Bank of Shanghai Announcement”) and 27 September 2018 (the
“CITIC Bank Announcement”, together the “Wealth Management Announcements”), respectively. Details of held-
for-trading financial assets are set out in note V.2 to the financial statements.

Each of Huaxia Bank, Bank of Shanghai and CITIC Bank is a licensed bank established under the laws of the PRC.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2018, the fair value of each wealth management product subscribed to by the Company was
determined in accordance with the Accounting Standards for Business Enterprises in the PRC and calculated in
accordance with net return formula as announced in each of the Wealth Management Announcements. The table
below sets out the fair value of the existing wealth management products as at 31 December 2018, its relative
size to the total asset as at 31 December 2018, its relative size to the total asset as the date of subscription, its
performance in terms of the expected annualised rate of return in accordance with the disclosure of each Wealth
Management Announcement and the realisation of the return receivable from each wealth management product.

As at

31 December

Size of 2018, the

principal Size of expected

subscription principal  annualised rate
amount relative subscription of return in Realisation
to the total asset  amount relative  accordance with of the return
Fair value  of the Company to the total asset the disclosure  receivable from
as at asat  of the Company  of each Wealth each wealth
Wealth Management Amount of 31 December 31 December as at the date Management management
Announcements principal 2018 2018  of subscription  Announcement products

RMB RMB % % %
Huaxia Bank Announcement 200,000,000  202,367,123.29 8.02 7.73 4.00 Unrealised
(Note 1) (Note 2) (Note 3) (Note 4)
Bank of Shanghai Announcement 200,000,000  202,152,602.74 8.02 7.73 4.05 Unrealised
(Note 1) (Note 2) (Note 3) (Note 4)
CITIC Bank Announcement 200,000,000  202,056,164.38 8.02 7.73 3.95 Unrealised
(Note 1) (Note 2) (Note 3) (Note 4)

Notes
1 This total assets figure used as the denominator to calculate the relative size of each subscription on the Company’s
total asset as at 31 December 2018, represents the audited total assets of the Company as at 31 December 2018 of
RMB2,493,584,654.94.

2 This total assets figure used as the denominator to calculate the relative size of each subscription on the Company’s total

asset as at the date of subscription for each wealth management product, represents the unaudited total assets of the
Company as at 30 June 2018 of RMB2,619,372,445 published in the interim results announcement of the Company for
the six months ended 30 June 2018, less 2017 final dividend of RMB0.017 per share declared on 26 June 2018 and
paid on 7 September 2018, totalling RMB31,268,233.

12 TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED



MANAGEMENT DISCUSSION AND ANALYSIS

3 This figure represents the expected annualised rate of return as announced based on the performance of the underlying
link (i.e. US LIBOR or CSI 300 Index) of each wealth management product.

4 In accordance with each of the Wealth Management Announcements, the return from each of the wealth management
products is not redeemable before the maturity date, and each of the wealth management products is undue as at 31

December 2018, as such the return arising from these wealth management products has not been realised, until their
respective maturity dates.

According to the terms of each agreement of the wealth management products, no dividend will be paid.

Save as disclosed in this report, the Group had no significant investment, or any material acquisition or disposal of
subsidiaries, associated companies or joint ventures for the year ended 31 December 2018.

CONTINGENT LIABILITIES

As at 31 December 2018, the Group had no material contingent liability or guarantee (2017: Nil).

CHARGES ON THE GROUP’S ASSETS

There was no charge on the Group’s assets as at 31 December 2018 and 2017.

FUTURE PLANS FOR MATERIAL INVESTMENTS

Save as disclosed in this report, there was no plan authorised by the Board for any material investments or
additions of capital assets as at the date of this report.

STAFF AND EMOLUMENT POLICY

As at 31 December 2018, the Group had a workforce of 812 full-time employees (2017: 836). The total employee
costs were approximately RMB127,080,146 (2017: RMB123,091,683).

Emoluments of employees were determined by the common practice of the industry as well as individual
performance of employees. In addition to regular salaries, the Group also paid discretionary bonus to eligible
employees subject to the Group’s operating results and individual performance of employees. The Group also made
contributions to medical welfare and retirement funds as well as provided other benefits to all employees.

Annual Report 2018 TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

PROSPECTS
Development of the PRC Gas Sector

During the “13th Five — Year Plan”, optimising energy structure and managing environmental pollution at the
national level will be the most significant driving force for natural gas consumption in China. Since 2013, China
has successively released such framework documents such as the Plan of Action for the Prevention of Air Pollution
R\ 54217851 2])) |, Detailed Rules for Implementation of the Action Plans for the Prevention and Control
of Air Pollution in the Beijing-Tianjin-Hebei Region and the Surrounding Regions ((FUZ ¥ &k AR th[EEE XRS5
ABra1TEETEIE 4R E)) |, and the Plan for Strengthening the Prevention and Control of Atmospheric Pollution
in Energy Industry (C8EJRTT 3 hN5& KRS58 TYEJTE)) . In November 2014, China and the USA issued a
joint statement in respect of dealing with climate change in Beijing, formally proposing for the first time that China’s
carbon emissions will reach its peak in 2030 and China will put effort for early achievement. In accordance with the
Action Plan for Energy Development Strategy (2014-2020) ((BEJR 3% R BLBS 178151 2 (2014-20204F ) )) released
by the State Council, the proportion of natural gas among primary energy consumption will increase to 10% or
more by 2020.

The new Natural Gas Utilization Policy ({X#A R F| A E%)) issued in 2013 further indicates the future
development direction for China’s natural gas utilization. In urban gas field, China's new urbanization is being
promoted constantly. The annual average population of gasification is around 30 million people and national urban
gasification rate will reach more than 60% by 2020. As a result, natural gas will become the main fuel of urban
residents. In respect of the transportation area, natural gas will become the main fuel for most taxis in middle or
small-scale cities. Buses in large and medium-scale cities will also gradually become clean gas-fueled. Liquefied
natural gas (LNG) vehicles will further expand to intercity coaches and heavy trucks, and the application of LNG
to ships and trains will begin. Natural gas will become a competitive fuel in public transportation. In respect of the
industrial field, the progress of substituting natural gas as industrial fuel will be fully accelerated, especially in Bohai
Bay Rim area, where coal-burning boilers will be substituted, and traditional industries, such as iron, steel and
ceramics etc, will be upgraded so as to manage air pollution, and central and western regions where the industrial
structure of traditional industries will be transferred to. As such, the natural gas consumption in industrial field will
be promoted. In respect of natural gas power generation, natural gas peak power stations will be orderly developed
and natural gas distributed energy development will be the priority in air pollution control districts such as Beijing,
Tianjin, Hebei and Shandong, Yangtze River delta and the Pearl River delta. It is expected that by 2020, urban and
industrial consumption will account for over 60% of the total gas consumption. Domestic and overseas consulting
agencies forecast that natural gas consumption will reach 300 billion to 360 billion cubic meters in 2020.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED



MANAGEMENT DISCUSSION AND ANALYSIS

Looking ahead, based on the analysis in respect of external environment and inner abilities as well as resources,
the Company is positioned as a clean energy integrated solution provider, aiming to maximize returns for its
shareholders. The Company plans to expand in the following areas:

° On the premise of ensuring the strategic direction and business needs, lay emphasis on five principles,
which are strategic orientation, economical efficiency, financing matching, risk prevention and order of
priority, to achieve continuing growth of net cash flows.

° Continue to improve the financial management system, with a view to reducing operating costs, and
maximize the benefits from project operations.

° Continue to strengthen the support of scientific and technological innovation to the businesses of the
Company, enhance the introduction and development of advanced technologies, as well as apply such
advanced technologies to the production management and the internal management.

° Continue to improve the operation management system and mechanism, with emphasis on operation
security, optimize management methods and means and promote the pre-control safety management, so as
to ensure safe operation.

° Continue to strengthen the talent team construction, drive management change with strategic change,
expand existing businesses with incremental business and inspire employees with entrepreneurial teams, so
as to contribute a chain reaction to the corporation.

SIGNIFICANT EVENTS

Continuing Connected Transactions in relation to the Gas Supply from Jinran
China Resources

Background

RIS MR A PR 2 & (Jinran China Resources Gas Co., Ltd.*, “Jinran China Resources”), as the sole wholesale
supplier of natural gas in the Tianjin City and part of the rural areas of Tianjin, where the Company operates, has
been (1) supplying natural gas to the Company under the existing gas supply contract which has expired on 31
December 2017 (“Gas Supply”); and (2) transmitting natural gas via the Gangnan Pipeline owned and managed
by the Company under the existing gas transportation contract which has also expired on 31 December 2017
(“Gas Transportation”). In the light of the new pricing directive issued by the Tianjin Development and Reform
Commission (the “Commission”) on 27 September 2017 (the “September Directive”) which stipulates that the unit
price applicable to the provision of natural gas by Jinran China Resources to the Company is now subject to the
commercial negotiation between Jinran China Resources and the Company instead of subject to a directive price
issued by the Commission from time to time just like the past.

* For identification purposes only
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MANAGEMENT DISCUSSION AND ANALYSIS

Supplemental Agreements in relation to the 2017 Gas Supply Contract

On 2 March 2018, the Company entered into supplemental agreements to the gas supply contract dated 31
October 2014 in respect of the supply of natural gas by Jinran China Resources to the Company for the 12
months ended 31 December 2017 (the “2017 Gas Supply Contract”) with Jinran China Resources to agree on
the unit price of natural gas provided by Jinran China Resources to the Company for the period from 1 September
2017 to 31 December 2017. Pursuant to the 2017 Gas Supply Contract, the unit price of normal gas supplied
by Jinran China Resources to the Company was approximately RMB2.655 per cubic metre (tax excluded, and
the price subject to adjustment in accordance with the direction of the Tianjin municipal price bureau from time
to time). Jinran China Resources and the Company agreed that the unit price of natural gas supplied by Jinran
China Resources to the Company for the period commencing from 1 September 2017 to 31 December 2017 was
approximately RMB2.104 per cubic metre (tax excluded, and being the weighted average of the unit price for the
four months ended 31 December 2017). Save as disclosed above, all the terms of the 2017 Gas Supply Contract
remain unchanged.

For details, please refer to the Company’s announcement dated 31 October 2014, 30 December 2014, 29
December 2017, 28 February 2018 and 5 March 2018, and the circular of the Company dated 12 December
2014.

New Gas Supply Contract

On 20 September 2018, the Company and Jinran China Resources entered into the gas supply contract (“New Gas
Supply Contract”) in respect of the supply of natural gas by Jinran China Resources to the Company for the period
from 1 January 2018 to 31 December 2018 with an annual cap not exceeding RMB1,700,000,000.

Jinran China Resources was held as to 51% by KEM MR EE B R A F] (Tianjin Gas Group Company Limited,
“Tianjin Gas”) (a controlling shareholder of the Company holding 1,297,547,800 domestic shares of the Company
(“Domestic Shares”), representing approximately 70.54% of the total issued shares of the Company) and is hence
a connected person of the Company, and the entering into of the New Gas Supply Contract between Jinran China
Resources and the Company constitute continuing connected transactions of the Company under Chapter 14A of
the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”).

As the highest applicable percentage ratio (as defined under the Listing Rules) for the annual cap for the New Gas
Supply Contract for the year ended 31 December 2018 exceeds 5%, the New Gas Supply Contract is subject to,
inter alia, the independent shareholders’ approval, reporting, annual review and announcement requirements under
Chapter 14A of the Listing Rules.

The New Gas Supply Contract and the transaction contemplated thereunder were approved by the shareholders

of the Company (the “Shareholders”) at the extraordinary general meeting of the Company held on 30 November
2018.
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For details, please refer to the notice of the extraordinary general meeting of the Company dated 15 October 2018,
the announcements of the Company dated 31 October 2014, 17 March 2017, 17 April 2018 and 3 September
2018, and the circular of the Company dated 26 October 2018.

Continuing Connected Transaction in relation to the Gas Provision to Taihua
Gas

Supplemental Agreements to 2017 Taihua Gas Provision Contract

In the light of the September Directive, on 2 March 2018, the Company entered into supplemental agreements
to the gas provision contract dated 31 October 2014 in respect of the supply of natural gas to KEZREMRE
fR 22 7] (Tianjin Taihua Gas Co., Ltd*, “Taihua Gas”) by the Company (the “Gas Provision”) for the year ended 31
December 2017 (“2017 Taihua Gas Provision Contract”) with Taihua Gas to agree on the unit price of natural gas
provided by the Company to Taihua Gas for the period from 1 September 2017 to 31 December 2017. Pursuant
to the last pricing directive issued by the Commission before the September Directive, the directive price for
the supply of natural gas by the Company to Taihua Gas was approximately RMB2.207 per cubic metre (tax
excluded). Taihua Gas and the Company had agreed that the weighted average unit price of natural gas supplied
by the Company to Taihua Gas was approximately RMB2.265 per cubic metre (tax excluded) for the period from 1
September 2017 to 31 December 2017. Save as disclosed above, all the terms of the 2017 Taihua Gas Provision
Contract remain unchanged.

For details, please refer to the Company’s announcements dated 31 October 2014, 30 December 2014 and 2
March 2018, and the circular of the Company dated 12 December 2014.

New Gas Provision Contract

On 4 June 2018, the Company entered into a new gas provision contract (the “New Gas Provision Contract”) with
Taihua Gas in respect of the Gas Provision from 1 January 2018 and for a term of three years up to 31 December
2020, with the annual caps not exceeding RMB219,594,599, RMB230,574,329 and RMB242,103,045, to amend
and reinstate, as appropriate, the gas provision contract dated 10 November 2017.

Taihua Gas was indirectly owned as to 70% by Tianjin Gas (a controlling shareholder of the Company holding
1,297,547,800 Domestic Shares, representing approximately 70.54% of the total issued shares of the Company)
and 30% by K 3EFEIR B AR QA (Tianjin Taida Investment Holdings Limited*), respectively. Accordingly,
Taihua Gas is a connected person of the Company, and the entering into of the New Gas Provision Contract
between Taihua Gas and the Company constitutes continuing connected transaction of the Company under Chapter
14A of the Listing Rules.

*

For identification purposes only
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As one or more of the applicable percentage ratios as defined under Rule 14.07 of the Listing Rules for the annual
caps for the New Gas Provision Contract exceed 5%, the New Gas Provision Contract is subject to, inter alia, the
independent shareholders’ approval, reporting, annual review and announcement requirements under Chapter 14A
of the Listing Rules.

The New Gas Provision Contract and the transactions contemplated thereunder were approved by the Shareholders
at the extraordinary general meeting of the Company held on 26 June 2018.

For details, please refer to the notice of the extraordinary general meeting of the Company dated 23 March 2018,
the announcements of the Company dated 4 June 2018 and 26 June 2018, and the circular of the Company dated
8 June 2018.

Connected Transaction in relation to Purchase of Gas Meters

On 12 February 2018, the Company entered into a purchase agreement (the “Purchase Agreement”) with XJ&
T ERE R E B A T (Tanjin Yumin Gas Meter Co., Ltd.*, “Tianjin Yumin”), pursuant to which Tianjin Yumin
agreed to sell and the Company agreed to purchase up to 45,000 gas meters at an aggregate purchase price of
RMB15,615,000 (equivalent to approximately HK$19,362,600 as at 12 February 2018).

Tianjin Gas is a controlling shareholder of the Company, which, held approximately 70.54% of the registered capital
of the Company and is hence a connected person of the Company. Tianjin Yumin is a subsidiary of Tianjin Gas
and thus also a connected person of the Company. Pursuant to the Listing Rules, the entering into of the Purchase
Agreement constitutes a connected transaction of the Company.

As the highest applicable percentage ratio (as defined under the Listing Rules) for the Purchase Agreement, either
on a standalone basis or when aggregated with the purchase and sales agreement dated 18 October 2017, is more
than 0.1% but below 5%, the Purchase Agreement and the transactions contemplated thereunder are subject
to the reporting and announcement requirements but are exempt from the independent shareholders’ approval
requirement under Chapter 14A of the Listing Rules. For details, please refer to the announcement of the Company
dated 12 February 2018.

*

For identification purposes only
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Subscription of Wealth Management Products

On 26 February 2018, the Company entered into a structured deposit agreement (“Everbright Bank Structured
Deposit Agreement”) with F B KER1TI 5 AR A7 (KE5H17) (China Everbright Bank Co., Ltd. (Tianjin
branch)*), in respect of a principal-guaranteed structured deposit with guaranteed return in the subscription
amount of RMB200 million (equivalent to approximately HK$247 million as at 26 February 2018) for a term of
deposit from 26 February 2018 to 26 August 2018 with an interest rate of 4.4% per annum.

As the highest relevant applicable percentage ratio (as defined under the Listing Rules) in respect of the
subscription amount under the Everbright Bank Structured Deposit Agreement exceed 5% but are less than 25%,
the transaction contemplated under the Everbright Bank Structured Deposit Agreement constitutes a discloseable
transaction of the Company and is subject to the reporting and announcement requirements under the Listing
Rules. For details, please refer to the Company’s announcement dated 26 February 2018.

On 27 February 2018, the Company entered into a wealth management agreement (“Industrial Bank Wealth
Management Agreement”) with S %8R 17 AR A 7] (XE517) (Industrial Bank Co., Ltd (Tianjin branch)*) to
subscribe for EIZEIRIT [ B R FH W FTHAXAREIE Z5H (“Golden Snowball” principal-guaranteed
with floating return and closed-end RMB Wealth Management Product of Industrial Bank*) in the subscription
amount of RMB200 million (equivalent to approximately HK$247 million as at 27 February 2018) for a term of
investment from 27 February 2018 to 27 August 2018.

As the highest relevant applicable percentage ratio (as defined under the Listing Rules) in respect of the
subscription amount under the Industrial Bank Wealth Management Agreement exceed 5% but are less than 25%,
the transaction contemplated under the Industrial Bank Wealth Management Agreement constitutes a discloseable
transaction of the Company and is subject to the reporting and announcement requirements under the Listing
Rules. For details, please refer to the Company’s announcement dated 27 February 2018.

On 12 September 2018, the Company entered into a wealth management agreement (“Huaxia Bank Wealth
Management Agreement”) with #E ZR{TIRMDBR A FIRKEDTT (Huaxia Bank Co., Ltd (Tianjin Branch)*) to
subscribe for the RMB Huiying Structured Deposit Wealth Management Product* ( A &% £ 7 45 i 1 17 7032 B 2
fh ) in the subscription amount of RMB200 million (equivalent to approximately HK$230 million as at 12 September
2018) for a term from 14 September 2018 to 14 March 2019.

*

For identification purposes only
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As the applicable percentage ratios (as defined under the Listing Rules) in respect of the subscription amount
under the Huaxia Bank Wealth Management Agreement exceed 5% but are less than 25%, the transaction
contemplated under the Huaxia Bank Wealth Management Agreement constitutes a discloseable transaction of
the Company and is subject to the reporting and announcement requirements under the Listing Rules. For details,
please refer to the Company’s announcement dated 12 September 2018.

On 21 September 2018, the Company entered into a wealth management agreement (“Bank of Shanghai Wealth
Management Agreement”) with the Bank of Shanghai (Tianjin Branch) to subscribe for the Bank of Shanghai
“Steady” Structured Deposit Product No.2* ( L/ #R7T [153E | 25% 4 # 15 5 ZE dm ) in the subscription amount
of RMB200 million (equivalent to approximately HK$228 million as at 21 September 2018) for a term from 25
September 2018 to 26 March 2019.

As the applicable percentage ratios (as defined under the Listing Rules) in respect of the subscription amount
under the Bank of Shanghai Wealth Management Agreement exceed 5% but are less than 25%, the transaction
contemplated under the Bank of Shanghai Wealth Management Agreement constitutes a discloseable transaction of
the Company and is subject to the reporting and announcement requirements under the Listing Rules. For details,
please refer to the Company’s announcement dated 21 September 2018.

On 27 September 2018, the Company entered into a wealth management agreement (“CITIC Bank Wealth
Management Agreement”) with CITIC Bank (Tianjin Branch) to subscribe for Win-Win Interest Rate Structure
22071th RMB Structured Deposit Product* ( #£ % F & 4512207 1 Bf A REE &A1 17 5 E 0a ) in the subscription
amount of RMB200 million (equivalent to approximately HK$228 million as at 27 September 2018) for a term from
27 September 2018 to 27 March 2019.

As the applicable percentage ratios (as defined under the Listing Rules) in respect of the subscription amount
under the CITIC Bank Wealth Management Agreement exceed 5% but are less than 25%, the transaction
contemplated under the CITIC Bank Wealth Management Agreement constitutes a discloseable transaction of the
Company and is subject to the reporting and announcement requirements under the Listing Rules. For details,
please refer to the Company’s announcement dated 27 September 2018.

* For identification purposes only
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Possible Transfer of the Domestic Shares Held by Tianjin Gas to Jinran China
Resources

On 7 June 2018, Tianjin Gas and China Resources Gas (Hong Kong) Investment Limited (ZEEMR (B8 )IKESF
PR 72 &]) entered into a memorandum of understanding to procure the acquisition by Jinran China Resources of all
the Domestic Shares held by Tianjin Gas (the “Target Shares”). Tianjin Gas held 1,297,547,800 Domestic Shares,
representing approximately 70.54% of the total issued shares of the Company (“Shares”).

Subject to a formal agreement to be entered into between Tianjin Gas and Jinran China Resources in relation to
the transfer of the Target Shares and the satisfaction or waiver (as the case may be) of the conditions precedents
thereof, Jinran China Resources (or its wholly-owned subsidiary) and the parties acting in concert with it will hold
approximately 70.54% of the entire issued share capital of the Company. In accordance with the requirement of the
Code on Takeovers and Mergers issued by The Securities and Futures Commission of Hong Kong (the “Takeovers
Code"), if the transfer of the Target Shares is completed, Jinran China Resources will be required to make a
mandatory unconditional cash offer for all of the issued Shares (other than those already owned or agreed to be
acquired by Jinran China Resources and parties acting in concert with it) under Rule 26.1 of the Takeovers Code.
Tianjin Gas and Jinran China Resources have not entered into any formal agreement for the transfer of the Target
Shares and the negotiations are still in progress. The detailed terms and timetable concerned are subject to further
agreement between Tianjin Gas and Jinran China Resources, and the transfer of the Target Shares may or may not
proceed.

For details, please refer to the Company’s announcements dated 8 June 2018, 8 July 2018, 7 August 2018, 7
September 2018, 8 October 2018, 8 November 2018, 7 December 2018, 9 January 2019, 8 February 2019 and 8
March 2019.

Amendments of the Articles of Association of the Company
Extraordinary general meeting held on 6 February 2018

The Shareholders had approved a special resolution at an extraordinary general meeting of the Company held on
6 February 2018 to amend the articles of association of the Company (the “Articles”) regarding the requirement
in accordance with the PRC laws and regulations implemented requiring state-owned enterprise to prescribe party
building work into the Articles. For details, please refer to the announcements of the Company dated 15 December
2017 and 6 February 2018, and the circular of the Company dated 29 December 2017.

Annual general meeting held on 26 June 2018

At the annual general meeting of the Company held on 26 June 2018 (the “2018 AGM”), the Shareholders
approved a special resolution in respect of the amendments to the Articles concerning the structure of the share
capital of the Company in order to comply with relevant PRC laws and regulations. For details, please refer to the
announcement of the Company dated 4 May 2018 and the circular of the Company dated 11 May 2018.
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Change of Directors, Supervisors, Senior Management, Company Secretary and
Authorised Representative

1. Change of Directors and positions held with the Company:

(a)

(b)

(c)

Mr. Zhang Tian Hua, Ms. Wang Wen Xia and Mr. Zhang Guo Jian, previously executive Directors, and
Mr. Li Da Chuan, previously a non-executive Director, had retired from office as executive Directors
or non-executive Director, respectively, and did not seek re-election at the 2018 AGM with effect
from the conclusion of the 2018 AGM due to other work arrangement. Following the retirement of Mr.
Zhang Tian Hua and Mr. Zhang Guo Jian as executive Directors, Mr. Zhang Tian Hua ceased to act
as the chairman of the Board and the chairman of the nomination committee of the Company (the
“Nomination Committee”), and Mr. Zhang Guo Jian ceased to act as an authorised representative of
the Company for the purpose of the Listing Rules.

At the 2018 AGM, Mr. Zhao Wei and Mr. Wang Quan Hong had been appointed as executive
Directors, and Mr. Wang Jin, Mr. Hou Shuang Jiang (formerly an executive Director) and Mr. Zhao
Heng Hai had been appointed as non-executive Directors, and Ms. Tang Jie had been re-elected as
the executive Director, and Mr. Zhang Ying Hua, Mr. Yu Jian Jun and Mr. Guo Jia Li had been re-
elected as independent non-executive Directors.

Following the retirement of Mr. Zhang Tian Hua and Mr. Zhang Guo Jian as executive Directors,

(i) Mr. Zhao Wei had also been appointed as the chairman of the Board and the chairman of the
Nomination Committee; and

(ii) Mr. Wang Quan Hong had also been appointed as the authorised representative of the
Company for the purpose of the Listing Rules.

For details, please refer to the announcements of the Company dated 19 April 2018, 26 June 2018
and 29 June 2018, and the circular of the Company dated 11 May 2018.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED



MANAGEMENT DISCUSSION AND ANALYSIS

Change of Supervisors:

(a)

(b)

Due to work arrangement, Mr. Feng Jin Hu had retired as the Supervisor with effect from the
conclusion of the 2018 AGM.

At the 2018 AGM, Mr. Yang Hu Ling had been re-elected as the Shareholders’ representative
Supervisor, and Ms. Xu Hui and Mr. Liu Zhi Yuan had been re-elected as the independent
Supervisors. Ms. Hao Li had been re-elected, and Ms. You Hui Yan had been elected, as the staff
representative Supervisors at the staff representatives’ meeting.

For details, please refer to the announcements of the Company dated 19 April 2018, 26 June 2018 and 29
June 2018, and the circular of the Company dated 11 May 2018.

Change of Senior Management:

With effect from 19 April 2018,

(a)

Mr. Zhang Guo Jian, Ms. Wang Li Ping and Ms. Ma Xin resigned as the general manager, the
financial controller and the assistant to the general manager of the Company, respectively, due to
work arrangement; and

Mr. Wang Quan Hong, Mr. Liu Xing Hua and Ms. An Li had been appointed as the general manager,
deputy general manager and financial controller of the Company, respectively.

For details, please refer to the announcement of the Company dated 19 April 2018.

Change of company secretary and authorised representative

With effect from 24 May 2018,

(a)

Mr. Wong Yat Tung resigned as the company secretary of the Company (the “Company Secretary”)
and ceased to act as an authorised representative of the Company under Rule 3.05 of the Listing
Rules and an authorised representative of the Company for accepting service of process or notices
in Hong Kong under Part 16 of the Companies Ordinance (Chapter 622 of the Laws of Hong Kong)
(collectively, the “Authorised Representative”); and

Mr. Lau Kwok Yin had been appointed as the Company Secretary and the Authorised Representative
in replacement of Mr. Wong Yat Tung.

For details, please refer to the announcement of the Company dated 24 May 2018.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED

23



24

MANAGEMENT DISCUSSION AND ANALYSIS

Change of Principal Place of Business in Hong Kong

The Company's principal place of business in Hong Kong has been changed to 40th Floor, Sunlight Tower, No. 248
Queen’s Road East, Wanchai, Hong Kong with effect from 30 July 2018.

IMPORTANT EVENTS AFTER REPORTING PERIOD

Continuing Connected Transaction in relation to Pipeline Construction and
Design Services

The pipeline construction and design agreement entered into between the Company and K2R EEBF
B2 E] (Tianjin Energy Investment Company Limited*, “Tianjin Energy”) in respect of the provision of pipeline
construction and design services by Tianjin Energy and/or its associated companies for the period from 29 April
2016 to 31 December 2018 (“2016 Pipeline Construction and Design Agreement”) has expired on 31 December
2018. To renew the 2016 Pipeline Construction and Design Agreement, on 4 January 2019, the Company and
Tianjin Energy entered into the pipeline works framework agreement (the “2019 Pipeline Works Framework
Agreement”) in respect of the provision of pipeline construction and design services by Tianjin Energy and/or its
associated companies upon successful bids for gas pipeline construction and design services contracts put out to
tender from time to time by the Group in accordance with the tendering procedures set by the Group from time to
time for the period from the effective date of the 2019 Pipeline Works Framework Agreement (i.e. 4 January 2019)
to 31 December 2021. Pursuant to the 2019 Pipeline Works Framework Agreement, the annual cap amounts
received by Tianjin Energy and/or its associated companies for the three years ended 31 December 2021 are
RMB30,000,000, RMB30,000,000 and RMB30,000,000, respectively.

Tianjin Energy owns the entire equity interest in Tianjin Gas, a controlling shareholder of the Company which held
approximately 70.54% of the total issued share capital of the Company. Pursuant to Rule 14A.07(1) of the Listing
Rules, Tianjin Energy is a connected person of the Company, and the entering into of the 2019 Pipeline Works
Framework Agreement constitutes a continuing connected transaction of the Company.

As the highest applicable percentage ratio for the annual caps is, on an annual basis, more than 0.1% but less than
5%, the 2019 Pipeline Works Framework Agreement is subject to the annual review, reporting and announcement
requirements but exempt from the independent shareholders’ approval requirement under Chapter 14A of the

Listing Rules.

For details, please refer to the announcements of the Company dated 4 January 2019 and 22 January 2019.

* For identification purposes only
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Amendments to the Articles of Association of the Company

The Shareholders had passed the special resolution at the extraordinary general meeting held on 5 March 2019
to amend the Articles regarding the expansion of the scope of business in respect of real estate ownership and
leasing, and leasing of gas stations (operated by branch offices only) in view of the business development of the
Company.

For details, please refer to the announcement of the Company dated 9 January 2019, 16 January 2019 and 5
March 2019, and the circular of the Company dated 16 January 2019.

Appointment of Deputy Manager

Ms. Sha Cai Ping (A% ) has been appointed as the deputy general manager of the Company, with effect from 15
February 2019. For details, please refer to the announcement of the Company dated 15 February 2019.

Renewal of continuing connected transactions in relation to Gas Transportation

On 8 March 2019, the Company and Jinran China Resources entered into the gas transportation contract
(“New Gas Transportation Contract”) in respect of the renewal of provision of gas transportation services through
the gas pipelines owned and managed by the Company for natural gas transmission by Jinran China Resources for
the period from 1 January 2018 to 31 December 2020.

The said gas transportation fees are calculated based on the actual volume of natural gas and actual distance
transmitted at RMBO0.8 per 1,000 cubic metres per kilometre. The annual caps for the said gas transportation
fees for the year ended 31 December 2018 and the years ending 31 December 2019 and 31 December 2020 are
RMB7,600,000, RMB9,120,000 and RMB10,950,000, respectively.

The entering into the New Gas Transportation Contract between Jinran China Resources and the Company
constitutes continuing connected transactions of the Company under Chapter 14A of the Listing Rules.

As the applicable percentage ratios as defined under Rule 14.07 of the Listing Rules for the highest annual cap in
respect of the New Gas Transportation Contract is more than 0.1% but less than 5%, the transactions contemplated
under New Gas Transportation Contract are subject to the annual review, reporting and announcement
requirements under Chapter 14A of the Listing Rules, but exempt from independent shareholders’ approval
requirements.

For details, please refer to the announcement of the Company dated 8 March 2019.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED

25



26

MANAGEMENT DISCUSSION AND ANALYSIS

Supplemental Agreement to the 2017 Gas Supply Contract

On 5 March 2018, the Company entered into the supplemental agreement to the 2017 Gas Supply Contract
with Jinran China Resources, agreeing that the unit price of natural gas provided by Jinran China Resources
to the Company for the period from 1 November 2017 to 31 December 2017 was RMB2.45 per cubic metre
(tax included).

According to the notice regarding adjustment to the unit price issued by Jinran China Resources on 25 September
2018, Jinran China Resources estimated the unit price of natural gas supplied by Jinran China Resources to the
Company for the period from November 2017 to March 2018 to be RMB2.43 per cubic metre (tax included).

Therefore, on 8 March 2019, Jinran China Resources and the Company entered into the supplemental agreement
to the 2017 Gas Supply Contract to set the unit price of natural gas supplied by Jinran China Resources to the
Company for the period commencing from 1 November 2017 to 31 December 2017 as RMB2.43 per cubic metre
(tax included).

Save as disclosed above, all the terms of the 2017 Gas Supply Contract remain unchanged.
For details, please refer to the announcement of the Company dated 8 March 2019.
Subscription of wealth management product

On 27 March 2019, the Company entered into a wealth management agreement “China Guangfa Bank Wealth
Management Agreement” with E#RI{TH (AR A F (China Guangfa Bank Co., Ltd.) (Tianjin Branch) to
subscribe for the China Guangfa Bank Xin-Plus-Xin No.16 Renminbi Structured Deposit* ( & % R 17 % hn#r 165%”
ARMBEBIETFFR ), in the subscription amount of RMB200 million (equivalent to approximately HK$234 million
as at 27 March 2019) for a term from 27 March 2019 to 24 September 2019.

As the highest applicable percentage ratio (as defined under the Listing Rules) in respect of the subscription
amount under the China Guangfa Bank Wealth Management Agreement exceeds 5% but is less than 25%,
the transaction contemplated under the China Guangfa Bank Wealth Management Agreement constitutes a
discloseable transaction of the Company and is subject to the reporting and announcement requirements under the
Listing Rules. For details, please refer to the announcement of the Company dated 27 March 2019.

* For identification purposes only
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DIRECTORS

As at the date of this report, the Company has three executive Directors, three non-executive Directors, and three
independent non-executive Directors. Their details are set out below:

Executive Directors

Mr. Zhao Wei (##E) , aged 55, is the chairman of the Board and an executive Director. He graduated from the
Industrial Management Engineering Department ( T & I T2 X ) of Tianjin University of Technology* (K2 T
KE) (formerly known as Tianjin Institute of Technology* ( X232 T &8¢ ) ) majoring in engineering management
in 1986, and graduated from Party School of the Central Committee of the Communist Party of China (“CPC”)
(Rt 4 ) as an on-the-job graduate in legal theory in 2009. He is also a senior political officer and senior
economist. From 1986 to 2008, Mr. Zhao held various positions at Tianjin Gas Corporation* (K& IER AN F])
Division of the Urban and Rural Planning and Construction and Transportation Committee of the Tianjin Committee
of the CPC* (K:ETEWE I L% ), and Tianjin Pipeline Engineering Group (K2HMEBILIEEER) .
In 2008, Mr. Zhao joined Tianjin Gas Group Company Limited (K3Z2TREEE AR A F)) (“Tianjin Gas”, the
controlling shareholder of the Company) as the secretary of the disciplinary committee, and later served as deputy
Party secretary and the secretary of the disciplinary committee in Tianjin Gas from May 2011 to 2013. Mr. Zhao
served as the deputy Party secretary and the secretary of the disciplinary committee in Jinran China Resources
Gas Co., Ltd GEMREBM B AR A F]) (a subsidiary of Tianjin Gas) from February 2013 to February 2015, and
served as the deputy chief trainer and managing vice president of the Party School of the Group in Tianjin Energy
Investment Company Limited ( KZgEIRIE LB AR A F]) (“Tianjin Energy”, the intermediary holding company
of Tianjin Gas) from February 2015 to February 2017. Mr. Zhao has been the Party secretary and Chairman of
Tianjin Binhai Gas Group Company Limited ( KEZ SRR EEBRRAF]) (a subsidiary of Tianjin Gas) since 2017.
Mr. Zhao was appointed as the executive Director on 26 June 2018.

Ms. Tang Jie (FE/2) , aged 51, is an executive Director. Ms. Tang graduated from the Tianjin Institute of Finance
(R=ZBH&EPRR ) (now known as the Tianjin University of Finance and Economics ( KZEI4EAE) ), majoring in
accounting, in 1991. Ms. Tang is one of the promoters of the Company and had been working for the Company
as an accountant and deputy general manager in the account department since December 1998. She had been
appointed as a deputy general manager of the Company in 2001. Ms. Tang was appointed as an executive Director
on 28 December 2001 and is responsible for making material decisions of the Company.

* For identification purposes only
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Mr. Wang Quan Hong (E&38) , aged 55, is an executive Director and the general manager of the Company.
He graduated from Tianjin Open University (RZREZFEERAE) in 1988, majoring in industrial enterprise
management. He was educated at the Party School of the Central Committee of the Communist Party of China ( #
H A R E 4 ) majoring in political science and law from 1998 to 2000. He was also educated at Tianjin Chengjian
University ( K332 AZ) | formerly known as Tianjin Urban Construction Institute ( K2 iR £ 6% ) , majoring
in building environment and equipment engineering from March 2007 to July 2009. He is a senior political worker
and a safety engineer. From 2003 to 2013, Mr. Wang held various positions in Tianjin Gas Group Company Limited
(REmMREBEARE LA . From November 2013 to September 2015, he served as the manager and deputy
manager of the safety and environmental protection department as well as the director of the safety supervision
office in Tianjin Energy Investment Company Limited (KEgERIEEELEBRAA]) . From September 2015 to
August 2016, Mr. Wang was the deputy manager of Tianjin Gangyi Heat Supply Company Limited ( KiEi& St &E
[REEAF), being a subsidiary of Tianjin Gas. From August 2016 to March 2017, he was served as the general
manager and secretary of the branch of party of Tianjin Binhai China Petroleum Gas Company Limited ( XZ/& /8
PHRARABREERT ), asubsidiary of Tianjin Gas. Since 2017, he has served as the deputy manager in Tianjin
Heat Company Limited (K22 AER A A]) , a subsidiary of Tianjin Gas. Mr. Wang was appointed as the general
manager of the Company on 19 April 2018 and was appointed as the executive Director on 26 June 2018.
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Non-executive Directors

Mr. Hou Shuang Jiang (28 75I) , aged 50, is a non-executive Director. He was awarded with a bachelor’s degree
in chemical engineering from Tianjin University of Technology* ( X/&I2 T KE) (formerly known as Tianjin Institute
of Technology* (X2 TEP7) ) in July 1991. Mr. Hou has accumulated more than 19 years of experience in
the finance and capital markets sector. Prior to joining the Company, Mr. Hou worked as an officer in A i &£ &
KEMEHFSPT (Sinosteel Tianjin Geological Academy*, formerly known as J&4& 38K =i E FAE AT (Ministry
of Metallurgical Industry Tianjin Geological Academy*)) from July 1991 to April 1996, the deputy manager of the
sales department of K32 [E 4 B & 4 42 2 7] (Tianjin Huijin Futures Brokerage Company*) in Zhengzhou from April
1996 to December 1999. From December 1999 to May 2000, Mr. Hou acted as an investment consultant of Yingda
Securities Co., Ltd.* (R KFEHEEFREMLAF]) . He was an investment consultant of Bohai Securities Co., Ltd* (3%
B EERS AR RG] from May 2000 to January 2013. From January 2013 to November 2013, Mr. Hou was the
manager of the capital operation department of Tianjin Energy Investment Company Limited* ( K;Z8e/RIEEEB A
FR/AF]) . Mr. Hou has been the manager of the capital management department of Tianjin Energy, the intermediary
holding company of Tianjin Gas since November 2013. Mr. Hou is a director of ¥ E XA A 7 (Jinran
Trading Consultancy Company Limited*), a wholly-owned subsidiary of Tianjin Gas. Mr. Hou is also a director and/
or supervisor of one or more subsidiaries of Tianjin Energy. Mr. Hou was appointed as an executive Director on 3
March 2014 and was redesignated as the non-executive Director on 26 June 2018.

Mr. Wang Jin (E%)) , aged 50, is a non-executive Director. He graduated from the Tianjin Institute of Finance
(R3EBHEEPT) (now known as the Tianjin University of Finance and Economics ( K)ZBH 48 A£2) ), majoring in
accounting in 1992 and graduated from Tianjin University (X2 K&) majoring in industrial engineering in 2012.
He is also an assistant accountant. Mr. Wang served as assistant to General Manager and Deputy General Manager
in Tianjin Automotive Gear Co., Ltd.* (K2 /AEEHIHAER A F]) from 1992 to 2009. Mr. Wang was the deputy
manager of the capital management department of Tianjin Energy Investment Company Limited* ( K2R IZE
E£BEABRAT)) from March 2009 to April 2010, and served as the President of Tianjin Seasun Electronics Industry
Co., Ltd. (FIEAEFIEAEREIL AR ) and the secretary of general Party branch and general manager of Tianjin
Jinneng Battery Technology Co., Ltd. (KEM ZEETMEFE AR Q2 F]) (a subsidiary of Tianjin Energy) from April
2010 to 2015. Mr. Wang was the deputy general manager of Tianjin Binhai Gas Group Company Limited ( X}Z/&
BIRREE AR QA (a subsidiary of Tianjin Gas) from September 2015 to April 2017 and has been the deputy
manager of the capital management department of Tianjin Energy since April 2017. Mr Wang was appointed as the
non-executive Director on 26 June 2018.

Mr. Zhao Heng Hai (#183§) , aged 50, is a non-executive Director. He graduated from the School of Architecture
of Tianjin University (now known as Tianjin Chengjian University ( X323 A2 ) ), majoring in urban gas and heat
energy engineering in 1990 and is a senior engineer. From 1990 to 2002, Mr. Zhao held various positions at Tianjin
Gas Corporation and Tianjin Natural Gas Company ( KETIRAR A F]) . From December 2002 to February 2013,
Mr. Zhao was the deputy director and director of Business Management Department ( & 2 & 32 26 ) of Tianjin Gas,
and was the director of the Business Management Department and the director of Anti-piracy Office (T %5 ## ) of
Jinran China Resources Gas Co., Ltd (a subsidiary of Tianjin Gas) from February 2013 to February 2015. Mr. Zhao
has been the deputy manager of Gas Industry Department (#A S Z& 228 ) of Tianjin Energy since February 2015.
Mr. Zhao was appointed as the non-executive Director on 26 June 2018.

* For identification purposes only
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Independent Non-executive Directors

Mr. Zhang Ying Hua (3RZ %)  aged 69, is an independent non-executive Director. Mr. Zhang graduated from
Tianjin University of Finance and Economics (X248 K2 ) (“TUFE"), majoring in the industrial management,
in 1977. He obtained a master degree of Business Administration from the Oklahoma City University in 2001. He
had been the deputy dean of the Faculty of Business, the head secretary general of the Communist Party of the
Department of Corporate Management of TUFE from 2004 to 2007. He was the dean of the Faculty of Business
of TUFE from 2007 and until 2010. Since then, Mr. Zhang has been a professor and doctoral advisor of the
Department of Corporate Management of the Faculty of Business of TUFE, the dean of the Management Faculty
and head of the management department of Zhujiang Management College* ( Zk)IT 2% ) of TUFE. He was awarded
special subsidy by the State Council in 2009 to reward his contribution to the development of the study of society
sciences to the PRC. Mr. Zhang was appointed as the independent non-executive Director on 16 June 2015.

Mr. Yu Jian Jun (E#E) , aged 55, is an independent non-executive Director. Mr. Yu graduated from the School
of Architecture of Tianjin University* (now known as Tianjin Chengjian University ( X3EHZ KX E) ), majoring
in gas engineering, in 1986. Mr. Yu is a professor and master advisor. Mr. Yu currently served as a deputy head
of the Department of Environment and Equipment, Faculty of Energy and Safety Engineering, Tianjin Chengjian
University*. He is a member of the China City Gas Society* ( f BI¥ M #AREZ 2 ) and a member of its Technology
Committee. Mr. Yu is the deputy head of the City Construction Committee of Tianjin Democratic Construction
Association* ( K)ZRXZEEWEEEE ) and an expert appointed by the Planning Office of Tianjin City* (K%
MEREEZE®) . Mr. Yu was appointed as the independent non-executive Director on 16 June 2015.

Mr. Guo Jia Li (28 F)) , aged 61, is an independent non-executive Director. Mr. Guo graduated from TUFE,
majoring in Accounting, in August 1984. He had worked for Naval Air Force Jiaoxian Station of People’s Liberation
Army, and in the Tianjin City Hangu District Construction Company* ( KJETTE )& & # A 7)) from 1976 to 1980.
Mr. Guo was the project manager of Tianjin Accounting Firm* ( K2 € 5HAIE 5 FT) from September 1984 to May
1995 and was the project manager of Tianjin Binhai Accounting Firm* ( X3Z/&/§ &5t E#5AT) from May 1995 to
May 1996. He was the deputy chief accountant of Tianjin Jiwei Accounting Firm* ( X3EH Bl & 5t E/45F7) from
May 1996 to March 1997 and the chief accountant of Tianjin Licheng Accounting Firm* ( X3R5k & 5160 5 #5 Fr)
from March 1997 to January 2001. He served as chief accountant of the Tianjin branch of RSM Nelson Wheeler*
(M EFESTAMESFT) from January 2001 to November 2011. Since November 2011, Mr. Guo has been a
partner of Tianjin branch of Shinewing Certified Public Accountants* ({Zk R M & 5+ EHE#5Fr) (Special Ordinary
Partnership). Mr. Guo was appointed as the independent non-executive Director on 16 June 2015.

* For identification purposes only
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SUPERVISORS

The Company has established a supervisory committee (“Supervisory Committee”) whose primary duty is to
supervise the discharge of the duties of the senior management of the Company, including the Board, managers
and senior officers. The function of the Supervisory Committee is to ensure that the senior management of the
Company acts in the interests of the Company, its shareholders and employees and does not perform acts which
violate PRC laws or the Articles. The Supervisory Committee reports to the shareholders in general meetings. The
Articles provides the Supervisory Committee with the right to investigate the Company’s financial affairs, to carry
out supervision to ensure that the Directors, managers and other senior management personnel of the Company
do not act in contravention of any laws, administrative regulations or the Articles in the performance of their
duties, to request that any activities harmful to the interests of the Company or the Directors, managers or other
senior management of the Company be corrected, to propose the convening of extraordinary general meetings of
shareholders; to exercise other powers of office stipulated in the Articles, and in appropriate cases, to appoint on
behalf of the Company solicitors, certified public accountants or certified practicing auditors to provide assistance
when the Supervisory Committee exercise its power.

The Supervisory Committee currently comprises of five supervisors (the “Supervisor(s)”), one of whom is a
Shareholders representative Supervisor, two of whom are independent Supervisors and another two of whom are
representatives of the employees. The members of the Supervisory Committee as at the date of this report are:

Shareholders Representative Supervisor

Mr. Yang Hu Ling (#5 R 2%8) , aged 58, is a shareholders representative supervisor. Mr. Yang graduated from
Jiangnan University* (GTEGAZ) (formerly known as Wuxi Light Industry College* (#4588 T % 2263 ) ) in July
1983 with a bachelor degree, majoring in Chemical Engineering and is a Chinese certified public accountant. Since
August 1983, he worked in The Tianjin Municipal Economic Committee* ( K;ZEM&EZ E & ), The First Light
Industry Bureau of Tianjin City* ( X3EWE—E T %/5) , The Tianjin Municipal Finance Bureau* (KZEMIEE) ,
Tianjin Huajin Accounting Firm* ( K2 &M= F5F7) , Tianjin Accounting Firm and Tianjin Wuzhou Certified
Public Accountants* (KERMEEE &R ZETEIEFT) . Mr. Yang held various positions in Tianjin Jinneng from
December 2001 to November 2013, and as the deputy manager of the discipline supervision chamber (audit and
inspection department) of Tianjin Energy from November 2013 to December 2014. He has been the deputy head/
manager of the discipline inspection chamber (audit department) of Tianjin Energy since December 2014, and
the deputy manager of the audit department of Tianjin Energy in January 2017. Mr. Yang is also a director and/or
supervisor of one or more subsidiaries of Tianjin Energy. Mr. Yang was appointed as a Shareholders representative
Supervisor on 16 June 2015.

* For identification purposes only
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Independent Supervisors

Ms. Xu Hui (5B ) , aged 52, is an independent supervisor. Ms. Xu has obtained a doctoral degree in Management
in Nankai University in June 2002 and is a professor and postdoctoral fellow in the Project Management
Postdoctoral Research Workshop* (& 32 T 218 -1&#ff 35 T{Euh ) of Tianjin University. From January 1997, Ms. Xu
has been teaching in the Department of Marketing, Faculty of Business, Nankai University. She is a member of the
China Association of International Trade* (# EIBIfE & 5 £ & ) and the Tianjin Association of International Trade*
(RETHEE HE%) . Ms. Xu was appointed as an independent Supervisor on 16 June 2015.

Mr. Liu Zhi Yuan (2|7 3&) , aged 55, is an independent supervisor. Mr. Liu graduated from Qinghai Normal
University* ( &/8F185K2) (formerly known as of Qinghai Normal College* ( &/8AT#5228% ) ), majoring in physics,
in 1982. He obtained master and doctorate degree in Business Administration from Nankai University* (F &KX
E) in 1987 and 1994 respectively. Since June 1987, Mr. Liu has been working in the Faculty of Business, Nankai
University and he was a deputy dean of the Faculty from 1997 to 2005. He currently serves as an independent
director of Qingdao Hisense Electronics Co., Ltd.* (5 &/E8=E =R MH AR A A)) (SH Stock Code: 600060),
Zhejiang China Commodities City Group Co., Ltd.* (HTH B/ @B EE KB BFR A F) (SH Stock Code:
600415) and Tianjin Realty Development (Group) Co., Ltd.* (KEZTEMEZE (£@) KM AR A 7)) (SH Stock
Code:600322), whose shares are listed on the Shanghai Stock Exchange (the “SSE”). Mr. Liu also currently serves
as an independent director of Tianjin Jinbin Development Co., Ltd. ( K3Z:Z/E R K H AR A 7)) (SZ Stock Code:
000897), whose shares are listed on the Shenzhen Stock Exchange (the “SZSE”). In addition, Mr. Liu has also
served as an independent executive director of Shanghai Fudan Forward Science & Technology Company limited*
(EBEBEENFERMDABER AT ) (SH Stock Code: 600624) listed on the SSE from 30 June 2009 to 27 October
2015; an independent executive director of Luxshare Precision Industry Co., Ltd.* (S zf&Z TERMHBER A )
(SZ Stock Code: 002475) listed on SZSE from 22 February 2009 to 17 April 2015; and an independent executive
director of Tianjin Motor Dies Co., Ltd.* (K& /FEEEKMHBR A AE]) (SZ Stock Code: 002510). Mr. Liu was
appointed as an independent Supervisor on 22 June 2016.

Staff Representative Supervisors

Ms. Hao Li (#1) , aged 49, is a staff representative Supervisor. Ms. Hao graduated from the School of Tianjin
Committee of the Communist Party (F H£RX# ™ Z E ) , majoring in economics and management, in 2005. She
worked in the planning department of Tianjin Gas from 1988 to 2005, and subsequently joined the Company and
worked in the management department. Ms. Hao was appointed as a Supervisor on 25 June 2007.

Ms. You Hui Yan (2 #k) | aged 36, is a staff representative supervisor. She graduated from Hebei University of
Technology majoring in communications engineering in 2006 and obtained a master's degree in accounting from
Nankai University in 2015. Since 2006, she has worked for Tianjin Jinneng Battery Technology Co., Ltd.* ( XZE™T
EREE MR AR AR) and Tianjin Liquefied Natural Gas Co., Ltd. (KER{IERARERET AR . Ms. You
has been working in the Internal Audit Department of the Company since May 2017. Ms. You was appointed as a
Supervisor on 26 June 2018.

* For identification purposes only
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COMPANY SECRETARY

Mr. Lau Kwok Yin (ZIBIE) , aged 34, is a manager of SWCS Corporate Services Group (Hong Kong) Limited
(formerly known as SW Corporate Services Group Limited). He has over 10 years’ experience in corporate
secretarial services, finance and banking operations. He holds a Bachelor of Business Administration degree in
Accounting and Finance from The University of Hong Kong, and is a member of the Hong Kong Institute of Certified
Public Accountants and a Chartered Financial Analyst charterholder. Mr. Lau was appointed as the Company
Secretary on 24 May 2018.

SENIOR MANAGEMENT

Mr. Liu Xing Hua (ZI#%)  aged 35, is the deputy general manager of the Company since 19 April 2018.
He graduated from Tianjin University of Science and Technology in 2006, majoring in industrial design and
international economics and trade. From October 2008 to November 2015, Mr. Liu had acted as the deputy
secretary and deputy manager of the CPC branch in Tianjin Binhai Gas Group Company Limited ( KZ/& /&R &
BB R A 7)) (a subsidiary of Tianjin Gas) and one of its subsidiaries. Since November 2015, Mr. Liu has served as
the assistant to general Manager in Tianjin Binhai Gas Group Company Limited.

Ms. Sha Cai Ping (3 3%) |, aged 43, is the deputy general manager of the Company, since 15 February 2019.
She joined Tianjin City Tanggu Gas Co., Limited* (KZEMEAM R BR A F], formerly known as Tianjin City
Tanggu Gas Corporation* XZEM AR AF]) in 1997, who undertook various positions. Among other things,
she served as the chairman of the labour union and the assistant to manager from October 2007 to February
2012, and was appointed as the deputy manager since February 2012. Ms. Sha was awarded with a bachelor of
engineering degree from the Tianjin Chengjian University ( XZZE K EZ, formerly known as Tianjin Institute of
Urban Construction X323 M 2 & 207 ) in July 1997. Ms. Sha was educated at the graduate school of the Party
School of the Central Committee of C.P.C* ( #f #£rR R EHZ ) specializing in economics law between September 2005
and July 2008.

Ms. An Li (ZEE) , aged 45, is the financial controller of the Company since 19 April 2018. She graduated from the
school of accounting and auditing in Heilongjiang College of Finance and Political Science ( 8L B ERI2)
in 1995, majoring in international accounting. She is a Certified Public Accountant. From 1995 to 2014, Ms. An
undertook various positions in Harbin Hengcang Decoration Company Limited (MR &R A& AR A ) , Harbin
branch of the TCL Corporation and Heilongjiang branch of Beijing Zhongxingyu Certified Public Accountants (1k
R ET eI ERTEEITI S 2 F) . From May 2014 to September 2015, Ms. An was the chief accountant in
Tianjin Binhai Gas Group Company Limited, a subsidiary of Tianjin Gas. From September 2015 to September 2016,
she was the chief accountant of Tianjin Jinneng Binhai New Energy Company Limited ( K32 8e8E#H R AR A
A]) . Since September 2016, Ms. An has served as the vice dean of the Tianjin Urban Construction Management &
Vocation Technology College.

* For identification purposes only
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COMPLIANCE WITH THE CODE

The Company recognises the value and importance of achieving high corporate governance standards to enhance
corporate performance, transparency and accountability, earning the confidence of shareholders and the public.
The Board strives to adhere to the principles of corporate governance and adopt sound corporate governance
practices to meet the legal and commercial standards by focusing on areas such as internal control, fair disclosure
and accountability to all shareholders.

The Company’s corporate governance practices are based on the code provisions as set out in Appendix 14 to the
Listing Rules.

The Company had complied with all the code provisions as set out in the Corporate Governance Code (the “Code”)
contained in Appendix 14 to the Listing Rules during the Year.

Details of the Company’s corporate governance are summarised below.

KEY CORPORATE GOVERNANCE PRINCIPLES AND THE
COMPANY’S PRACTICES

The Board
Roles of Directors
The Board assumes responsibility for leadership and control of the Company and is collectively responsible for

appointing and supervising senior management to ensure that the operations of the Group are conducted in
accordance with the objectives of the Group. The principal roles of the Board are:

° to lay down the Group’s objectives, strategies, policies and business plan;

° to monitor and control operating and financial performance through the determination of the annual budget;
and

° to set appropriate policies to manage risks in pursuit of the Group’s strategic objectives.

The Board is directly accountable to the shareholders and is responsible for preparing the accounts.
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The Board has delegated the day-to-day management responsibility to the management staff under the instruction/
supervision of general manager and various Board committees. All Board members have separate and independent
access to the Company’s management to fulfill their duties, and upon reasonable request, to seek independent
professional advice under appropriate circumstances and at the Company’s expenses. All Directors also have
access to the company secretary who is responsible for ensuring that the Board procedures, and all applicable rules
and regulations, are followed. Meeting agenda accompanied by relevant Board/committee papers are distributed
to the Directors/committee members with reasonable notice in advance of a Board meeting. Minutes of board
meetings and meetings of board committees, which recorded in sufficient detail the matters considered by the
Board and decisions reached thereat, including any concerns raised or dissenting views expressed by any Director,
are kept by the company secretary and open for inspection by the Directors.

During the Reporting Period, the Board maintained a high level of independence, with one-third of the Board
comprising independent non-executive Directors, who had exercised independent judgments. The independent
non-executive Directors are expressly identified in all corporate communications whenever the names of the
Directors are disclosed.

Board of Directors
Composition of the Board

As at the date of this report, the Board consists of nine members, comprising three executive Directors namely
Mr. Zhao Wei (Chairman), Ms. Tang Jie and Mr. Wang Quan Hong, three non-executive Directors namely Mr. Hou
Shuang Jiang, Mr. Wang Jin, and Mr. Zhao Heng Hai, and three independent non-executive Directors namely Mr.
Zhang Ying Hua, Mr. Yu Jian Jun and Mr. Guo Jia Li. Biographical details of the Directors are set out in the section
headed “Directors, Supervisors and Senior Management”on page 27 to page 30 of this report.

The composition of the Board is well balanced. Each of the Directors has relevant expertise and extensive corporate
and strategic planning experiences that may contribute to the business of the Group. The Company has complied
with the requirements under Rule 3.10(1) and (2) of the Listing Rules for the Period. All independent non-executive
Directors also meet the guidelines for assessment of their independence as set out in Rule 3.13 of the Listing
Rules.

During the Period, the Board maintained a high level of independence, with one-third of the Board comprising
independent non-executive Directors, who had exercised independent judgments.

No Directors, Supervisors and senior management have any relations among one another (including financial,
business, family or other material or related relations).

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED

35



36

CORPORATE GOVERNANCE REPORT

Chairman and Chief Executive Officer

As at the date of this report, Mr. Zhao Wei serves as the Chairman of the Company. The Company does not have
a chief executive officer. The General Manager (currently Mr. Wang Quan Hong) acts as the leading officer of the
Group in executing the business and other policies and strategies laid down by the Board.

Appointment, Re-election and Removal of Directors

The Company has established the Nomination Committee on 29 March 2012. The Nomination Committee has from
time to time identified individuals suitably qualified to become Board members and make recommendations to the
Board.

The Board has adopted its board diversity policy (the “Board Diversity Policy”). Such policy aims to set out the
approach to achieve diversity on the Board. All Board appointments shall be based on meritocracy, and candidates
shall be considered against objective criteria, having due regard for the benefits of diversity on the Board. Selection
of candidates shall be based on a range of diversity perspectives, including but not limited to, gender, age,
cultural and educational background, ethnicity, professional experience, skills, knowledge and length of service.
The ultimate decision shall be based on merit and contribution that the selected candidates shall bring to the
Board. The Nomination Committee monitors, from time to time, the implementation of the policy, and reviews,
as appropriate, the policy to ensure the effectiveness of the policy. The Nomination Committee will continue to
give adequate consideration to these measurable objectives when making recommendations of candidates for
appointment to the Board.

The Company has also adopted a Directors nomination policy in compliance with the Code with effect from 1
January 2019, which establishes written guidelines for the nomination committee to identify individuals suitably
qualified to become Board members and make recommendations to the Board on the selection of individuals
nominated for directorships with reference to the formulated criteria. The Board is ultimately responsible for
selection and appointment of new Directors.

The Board, through the delegation of its authority to the nomination committee, has used its best efforts to ensure
that Directors appointed to the Board possess the relevant background, experience and knowledge in business,
finance and management skills critical to the Group’s business to enable the Board to make sound and well
considered decisions. Collectively, they have competencies in areas which are relevant and valuable to the Group.
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Nomination Process

The nomination committee shall assess whether any vacancy on the Board has been created or is expected on a
regular basis or as required.

The nomination committee utilizes various methods for identifying director candidates, including recommendations
from Board members, management, and professional search firms. All director candidates, including incumbents
and candidates nominated by Shareholders are evaluated by the nomination committee based upon the director
qualifications and relative merits. Director candidates will be evaluated on the same criteria through review of
resume, personal interview and performance of background checks. The nomination committee retains the
discretion to establish the relative weighting of such criteria, which may vary based on the composition, skill sets,
age, gender and experiences of the collective Board rather than on the individual candidate for the purpose of
diversity perspectives appropriate to the requirement of the Company’s business.

Selection Criteria

The Nomination Committee will take into account the Board Diversity Policy (which would include but not be
limited to gender, age, cultural and educational background, professional experience, skills, knowledge and length
of service) and whether a candidate has the qualifications, skills, experience and gender diversity that add to
and complement the range of skills, experience and background of existing Directors by considering the highest
personal and professional ethics and integrity of the director candidates, proven achievement and competence
in the nominee’s field and the ability to exercise sound business judgment, skills that are complementary to
those of the existing Board, the ability to assist and support management and make significant contributions to
the Company’s success and such other factors as it may deem are in the best interests of the Company and its
Shareholders. The Board shall review and reassess the nomination policy and its effectiveness on a regular basis or
as required.

Each of the executive Directors, non-executive Director and independent non-executive Directors has entered
into a service contract with the Company for a term of three years commencing from their respective dates of
appointment. All the service contracts entered into between the Company and Directors may be terminated by
either party by giving at least three months’ written notice.

Every Director is subject to re-election on change of session of the Board in accordance with the applicable laws
and regulations of the PRC.
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Board Meetings and Procedures
The proceedings of the Board are well defined and follow all the code provisions of the Code.

Board members were provided with complete, adequate and timely information to allow them to fulfill their duties
properly. In compliance with code provision A.1.3 of the Code, at least 14 days’ notice has been given for a regular
Board meeting to give all Directors an opportunity to attend. Notice, agenda and board papers of regular Board
meetings are sent to all Directors within reasonable time and at least 3 days prior to the meetings.

All Directors also have access to the Company Secretary who is responsible for ensuring that the Board procedures,
and all applicable rules and regulations, are followed. Meeting agenda accompanied by relevant Board/committee
papers are distributed to the Directors/committee members with reasonable notice in advance of a Board meeting.
Minutes of board meetings and meetings of board committees, which recorded in sufficient detail the matters
considered by the Board and decisions reached thereat, including any concerns raised or dissenting views
expressed by any Director, are kept by the Company Secretary and open for inspection by the Directors.

Regular Board meetings are held normally every 3 months, with additional meetings arranged, if and when
required. 18 Board meetings were held in 2018. Individual attendance records are set out below.
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Board Meetings and General Meetings Attendance

No. of board
meetings attended
by each

Director during

No. of

general meetings
attended by
each Director

the Year during the Year
2018 2018
Executive Directors
Zhao Wei (Chairman) (appointed on 26 June 2018) 11 1
Tang Jie 18 4
Wang Quan Hong (appointed on 26 June 2018) 11 1
Zhang Guo Jian (retired on 26 June 2018) 8 1
Zhang Tian Hua (Chairman) (retired on 26 June 2018) 5 3
Wang Wen Xia (retired on 26 June 2018) 1 0
Hou Shuang Jiang
(redesignated as non-executive Director since 26 June 2018) 16 0
Non-executive Directors
Wang Jin (appointed on 26 June 2018) 11 il
Zhao Heng Hai (appointed on 26 June 2018) 10 0
Li Da Chuan (retired on 26 June 2018) 6 0
Independent Non-executive Directors
Zhang Ying Hua 18 0
Yu Jian Jun 18 0
Guo Jia Li 18 0

Certain Directors were not able to attend the general meetings held in 2018 due to their unavoidable business

engagements.
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During 2018, the Board has addressed the following major issues, among other things:

1, passing the resolution in respect of withdrawing the enterprise reserve fund and the enterprise development
fund;
2. passing the resolutions in respect of purchasing natural gas from Jinran China Resources for the year ended

31 December 2018;

S passing the resolutions in respect of the supply of natural gas by the Company to Taihua Gas for the three
years ending 31 December 2020;

4, passing the resolution in respect of determining the annual remuneration of the senior management;

9. passing the resolutions in respect of the change of directors, supervisors, senior management, company
secretary and authorised representative of the Company;

6. passing the resolutions in respect of subscription of wealth management products; and

7. passing the resolutions in respect of proposed amendments of the Articles.
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Directors are free to contribute alternative views at meetings and major decisions would only be taken after
deliberation at Board meetings. Directors who are considered having conflict of interests or material interests in
the proposed transactions or issues to be discussed would not be counted in the quorum of meeting and would
abstain from voting on the relevant resolution. Minutes of the Board and committee meetings are prepared after the
meetings and are kept by the Company Secretary and are open for inspection by the Directors.

All Directors have access to the Company Secretary who is responsible for ensuring that the Board procedures are
complied with, and advising the Board on compliance matters.

Directors’ Duties

Every Director is kept abreast of his responsibilities as a director of the Company and of the conduct, business
activities and development of the Company:

° A comprehensive director's handbook is issued to every Director, which sets out guidelines on conduct by
making reference to the relevant sections of the statutes or the Listing Rules, and reminds Directors of their
responsibilities in making disclosure of their interests and potential conflict of interests.

° Orientation programmes are organised for providing induction to new Directors to help them familiarise with
the Company’s management, business and governance practices.

° Management provides appropriate and sufficient information to Directors and the committee members in a
timely manner to keep them apprised of the latest development of the Group and enable them to discharge
their responsibilities. Directors also have independent and unrestricted access to senior executives of the
Company.

Corporate Governance Functions

The Board is responsible for performing the corporate governance functions set out in code provision D.3.1 of
the Code. As at the date of this Report, the Board has reviewed and monitored: (a) the Company’s corporate
governance policies and practices, (b) training and continuous professional development of directors and senior
management, (c) the Company’s policies and practices on compliance with legal and regulatory requirements, (d)
the Company’s code of conduct and (e) the Company’s compliance with the Code disclosures requirements.
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Conduct on Share Dealings

The Company has adopted a code of conduct regarding securities transactions by Directors and Supervisors on
terms no less exacting than the required standard of dealings as referred to in the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 to the Listing Rules.

The Company, having made specific enquiries to its Directors and Supervisors, confirms that, throughout the
Period, all Directors and Supervisors met the criteria laid down in the said code for securities transactions by
Directors and Supervisors.

Independent Non-executive Directors

The Company has received from each of the independent non-executive Directors an annual confirmation of
independence pursuant to Rule 3.13 of the Listing Rules. The Company considers that all of the independent non-
executive Directors are independent to the Company.

Directors’ Induction and Continuous Professional Development

All newly appointed Directors received comprehensive, formal training on the first occasion of their appointments
and were ensured to have a proper understanding of the businesses and development of the Group and that they
were fully aware of their responsibilities under statutes, laws, rules and regulations, the Listing Rules, applicable
legal requirements and other regulatory requirements and the business and governance policies of the Company.

Pursuant to code provision A.6.5 of the Code, all Directors should participate in continuous professional
development to develop and refresh their knowledge and skills. This is to ensure that their contribution to the Board
remains informed and relevant. The Company updates the Directors on the latest development regarding the Listing
Rules and other applicable regulatory requirements from time to time, to ensure compliance and enhance their
awareness of good corporate governance practices.

During the Year, the Directors regularly updated and refreshed their knowledge and skills through various means
including but not limited to attending management briefings, trainings, seminars, giving speech or attending other
professional development like reading articles, researches, journals and legal and regulatory updates provided by
the Company. In addition, all Directors have been given guideline materials regarding duties and responsibility of
being a director, relevant laws, regulations and rules applicable to directors of listed companies. The Company has
received confirmation from all Directors in respect of their training records for the year ended 31 December 2018.
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According to the records provided by the Directors, a summary of training received by the Directors since 1 January

2018 up to 31 December 2018 is as follows:

No. of training
sessions attended/
received by

each Director

Executive Directors

Zhao Wei (Chairman) (appointed on 26 June 2018)

Tang Jie

Wang Quan Hong (appointed on 26 June 2018)

Zhang Guo Jian (retired on 26 June 2018)

Zhang Tian Hua (Chairman) (retired on 26 June 2018)

Wang Wen Xia (retired on 26 June 2018)

Hou Shuang Jiang (redesignated as non-executive Director since 26 June 2018)

Non-executive Directors

Wang Jin (appointed on 26 June 2018)

Zhao Heng Hai (appointed on 26 June 2018)
Li Da Chuan (retired on 26 June 2018)

Independent Non-executive Directors
Zhang Ying Hua

Yu Jian Jun

Guo Jia Li

Board Committees

R O O O — —

The Board is supported by three committees as at the date of this report, namely the Remuneration Committee,

Nomination Committee and Audit Committee. Each of them has defined terms of reference covering its duties,

powers and functions.

The Board and the committees are provided with sufficient resources to discharge their duties including, retention

of outside advisers, if necessary, at the cost of the Company, to provide advice on any specific matter.
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Save for the Nomination Committee whose member comprise of an executive Director (namely Mr. Zhao Wei), and
non-executive Directors, other Board Committees members comprise of only non-executive Directors. The chairmen
of the respective committees report regularly to the Board, and, as appropriate, make recommendations on matters
discussed. The governance structure and meetings attendance record of the Committees are set out below.

Composition Attendance
Major roles and functions during 2018 in 2018
Audit Committee ° To make recommendation to Guo Jia Li (Chairman) 2
the Board on the appointment, (independent non-
reappointment and removal of executive Director)
external auditor Zhang Ying Hua 2
(independent non-
° To review and monitor the external executive Director)
auditor’s independence and Yu Jian Jun 2
objectivity and the effectiveness of (independent non-
the audit process in accordance executive Director)

with applicable standards

o To develop and implement
policy on the engagement of an
external auditor to supply non-
audit services and monitor the
integrity of financial statements of
the Company and the Company’s
annual report and accounts, half-
year report and significant financial
reporting judgments contained in
them

o To oversight the Company’s
financial reporting system, risk
management and internal control

systems

Total number of meetings held in 2018: 2
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Composition Attendance
Major roles and functions during 2018 in 2018
Remuneration o To consult the chairman of the Zhang Ying Hua 2
Committee Board about their remuneration (independent non-
proposals for other executive executive Director)
Directors (Chairman)
Hou Shuang Jiang 2
° To make recommendation to (non-executive
the Board on the Company’s Director)
remuneration policy and structure Guo Jia Li 2
for all Directors’ and senior (independent non-
management executive Director)
° To determine, with delegated
responsibility, the remuneration
packages of individual executive
Directors and senior management
Total number of meetings held in 2018: 2
Nomination o To review the structure, size and Zhao Wei 0
Committee composition (including the skills, (executive Director)
knowledge and experience) of the (Chairman)
Board on a regular basis (appointed on
26 June 2018)
o To identify individuals suitably Zhang Ying Hua 1
qualified to become Board member (independent non-
and assess the independence executive Director)
of independent non-executive Yu Jian Jun 1l
Directors (independent non-
executive Director)
Zhang Tian Hua 1

Total number of meetings held in 2018: 1

(executive Director)
(Chairman)

(retired

on 26 June 2018)
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Audit Committee
During 2018, the Audit Committee met 2 times and performed the major works as below:

1. reviewed the annual financial results and report for the year ended 31 December 2017 and interim financial
results and report for the six months ended 30 June 2018;

2. reviewed the internal audit department’s report regarding the reviewing and procedures of the internal
control and risk management of the Company; and

3. considered and discussed the resignation and appointment of auditors and provided advice thereon to the
Board.

The Audit Committee had also reviewed this annual report, and confirmed that this annual report complies with the
applicable standard, the Listing Rules and other applicable legal requirements and that adequate disclosures have
been made. There is no disagreement between the Directors and the Audit Committee regarding the selection and
appointment of the external auditors.

Remuneration Committee
During 2018, the Remuneration Committee met 2 times and performed the major works as below:

1. reviewed and discussed the remuneration policy and structure of the Company and the remuneration and
performance of duties of the Directors and senior management in the Year under review;

2. determined the remuneration packages of individual executive directors and senior management;

3. reviewed and confirmed no Directors is involved in deciding his own remuneration, no compensation
claimed to the Company by Directors and senior management for any loss or termination of office
or appointment and no compensation arrangements relating to dismissal or removal of directors for
misconduct; and

4, approved the terms of executive Directors’ service contracts.
Nomination Committee
During 2018, the Nomination Committee met 1 time and performed the major works as below:

1. examined the structure, size and composition of the Board, to ensure the Directors have the expertise, skills
and experience required to meet the Company’s business;

2, assessed the independence of all independent non-executive Directors; and

3. examined the Board in compliance with the requirements of the board diversity policy.
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Remuneration of Directors and Senior Management

The remuneration of the Directors and Supervisors paid by the Group for the Year are set out in note XII.3 to the
financial statements of this report. The remuneration received by Mr. Zhang Guo Jian, for the period 1 January
2018 to 25 June 2018, as the general manager of the Company amounted to approximately RMB149,419.56. For
the period 26 June 2018 to 31 December 2018, Mr. Wang Quan Hong received RMB154,224.00 as the general
manager of the Company. From 1 January 2018 to 25 June 2018, Mr. Zhang Tian Hua, Mr. Zhang Guo Jian, Mr.
Hou Shuang Jiang, Ms. Wang Wen Xia and Mr. Li Da Quan all waived their respective directors remuneration.
Save as Ms. Tang Jie, Mr. Guo Jia Li, Mr. Yu Jian Jun and Mr. Zhang Ying Hua, all Directors waived their director
remuneration from 26 June 2018.

Directors’ remuneration is determined based on a variety of factors such as market conditions and responsibilities
assumed by each Director. As at 31 December 2018, save as aforesaid, there was no arrangement in which the
Directors waived their remuneration.

Details of remuneration paid to members of senior management during the year falls within the following bands:

Number of
Individuals:

RMB100,000 to RMB500,000 7
Company Secretary

The manager of SWCS Corporate Services Group (Hong Kong) Limited Mr. Lau Kwok Yin has been appointed as
the company secretary of the Company (the “Company Secretary”) on 24 May 2018 and has taken no less than
15 hours of relevant professional training during the Year and has complied with Rule 3.29 of the Listing Rules in
relation to the professional training requirements. The primary contact person of Mr. Lau Kwok Yin at the Company
is Ms. Zhang Ting Ting, who is in charge of legal works at the Company.
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The Company Secretary reports directly to the Board. All the Directors have easy access to the Company Secretary
and responsibility of the Company Secretary is to ensure the board meetings are properly held and are in
compliance with the relevant laws and regulations. The Company Secretary is also responsible for giving advices
with respect to the Directors’ obligations on securities interest disclosure, disclosure requirements of discloseable
transactions, connected transactions and inside information. The Company Secretary shall provide advices to the
Board with respect to strict compliance with the laws, requirements and the Company’s Articles at appropriate
times. As the Company’s principal channel of communication with the Stock Exchange, the Company Secretary
assists the Board in implementing and strengthening the Company’s corporate governance code so as to bring the
best long term value to shareholders. In addition, the Company Secretary also provides relevant information updates
and continuous professional development to the Directors with respect to legal, supervisory and other continuous
obligations for being a director of a listed company at appropriate times. The Company Secretary is also responsible
for supervising and managing the Group’s relationship with investors.

Accountability and Audit
Financial Reporting

The Directors are responsible for overseeing the preparation of the annual accounts which give a true and fair
view of the Group’s state of affairs of the results and cash flow for the year. All the Directors acknowledge their
responsibility for preparing the financial statements. In preparing the accounts for the Year, the Directors have:

° selected suitable accounting policies and applied them consistently; and

° made judgements and estimates that are prudent and reasonable; and ensured the accounts are prepared
on the going concern basis.

The Company recognises that high quality corporate reporting is important in reinforcing the trustworthy relationship
with the Company’s stakeholders and aims at presenting a balanced, clear and comprehensible assessment of the
Company’s performance, position and prospects in all corporate communications. The annual and interim results of
the Company are announced in a timely manner within the required limits after the end of the relevant periods.

A statement by the auditors about their reporting responsibilities is included in the Auditor's Report on page 80 to

page 85. There are no material uncertainties relating to events or conditions that may cast significant doubt on the
Company’s ability to continue as a going concern.
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Risk Management and Internal Controls

The Board, through the Audit Committee, has reviewed the effectiveness of the Company’s system of risk
management and internal controls over financial, operational and compliance issues for the year 2018. The
Audit Committee concluded that, in general, the Company has set up a sound control environment and installed
necessary control mechanisms to monitor and correct non-compliance. The Board, through the regular review
of the Audit Committee, is satisfied that the Group in 2018, fully complied with the code provisions on risk
management and internal controls as set forth in the Code.

The Company has formulated and implemented its risk management and internal control system. The Board is
the decision making body responsible for reviewing the effectiveness of its risk management and internal control
systems. The Audit Committee has reviewed the internal audit department’s report regarding the reviewing
and procedures of the internal control and risk management of the Company. The Company has set up risk
management, internal control and internal audit departments with sufficient staff which report to the Audit
Committee. The risk management and internal control systems of the Company are designed to manage rather
than eliminate the risk of failure to achieve business objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss.

Risk management and internal control covering corporate governance, financial management, comprehensive
management of human resource, intellectual property, contract management, procurement management, litigation
management, asset management and sales management is designed to effectively ensure the effective operation
of our business activities, improve the internal control system of the Company, establish the system of risk
identification and assessment, and facilitate the effective control of risks through the implementation of various
policies; to safeguard the security and integrity of the Company’s assets; to prevent, identify errors and frauds and
correct them when any occurs so as to ensure the truthfulness, legality and integrity of our accounting information.

Based on the review and evaluation of risk management and internal control of the reporting period, the Board
takes the view that the risk management and internal control of the Company are effective and adequate.

The Company conducts an annual risk evaluation to identify major risks and to perform risk management
duties. The Company has designed measures to tackle major risks combined with its internal control system and
periodically monitors its implementation to ensure adequate care, monitor and tackling of major risks.

The Company has constantly supervised and evaluated its internal control, conducting comprehensive and multi-
level checks including regular test, enterprise self-examination and auditing check so as to resolve material defects
in internal control.

The Company has established an Internal Audit Department comprising an internal audit manager, which is
responsible for the internal auditing and supervising of the business activities of the Company, and also performs
its duty as a party in the discussion about economic activities and decision making in relation to our projects, so
as to ensure the integrity, reasonableness of the Company’s internal control system and the effectiveness of its
implementation.
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The Investing and Financing Department is responsible for advising on the necessity of performing the obligation of
information disclosure, the definition of connected transaction and the legality of contract substance.

The Company has maintained a good information disclosure mechanism. While keeping highly transparent
communications with investors and analysts, the Company attaches great importance to the handling of inside
information.

External Auditors

Ernst & Young Hua Ming LLP has been appointed as auditors of the Company with effect from 29 December 2017
to fill the casual vacancy following the resignation of Ernst & Young and to hold office until the conclusion of the
forthcoming annual general meeting of the Company.

The Group’s external auditors are Ernst & Young Hua Ming LLP. The Audit Committee is mandated to ensure
continuing auditors’ objectivity and safeguard independence of the auditors, and it has:

° determined the framework for the type and authorisation of non-audit services for which the external
auditors may provide. In general, the engagement of the external auditors to perform non-audit services is
prohibited except for tax-related services; and

° agreed with the Board on the policy relating to the hiring of employees or former employees of the external
auditors and monitored the applications of such policy.

During 2018, the fees paid to the Company’s external auditors for audit services amounted to approximately
RMB950,000 and for non-audit related activities (which are the fees for agreed upon procedures on accounts)
amounted to approximately RMB200,000.

The Group has not employed any staff who was formerly involved in the Group’s statutory audit.

Dividend Policy

The Board has adopted a dividend policy to establish a standard of dividend payment to enhance the transparency
of dividends distributed by the Company and to facilitate the Shareholders and potential investors to make informed
investment decisions.

The declaration and payment of dividends is at the discretion of the Board and subject to the approval of the
Shareholders and to the relevant laws and regulations of the PRC, any applicable rules and regulations and the

Articles.

The Board has the absolute discretion to decide whether to declare or distribute dividends in any year. There is no
assurance that dividends of such amount or any amount will be declared or distributed each year or in any year.
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The Board in determining the level of dividends will consider factors including:

(i) the results of operations of the Group;

(ii) cash flows of the Group;

(iii)  financial position of the Group;

(iv) capital requirements of the Group;

(v) business strategies and developments of the Group; and

(vi) other factors that the Board deems relevant.

Subject to Shareholders’ approval at a general meeting and to the relevant laws and regulations of the PRC, any
applicable rules and regulations, the Articles and after consideration on the factors above, the Company may also
declare interim or special distributions in addition to the annual distributions.

Communications with Shareholders and Investors

The Company places great emphasis on its relationship and communication with investors. In order to keep
shareholders well informed of the business activities and direction of the Group, information about the Group has
been provided to the shareholders through financial reports and announcements. The Company has established
its own corporate website http://www.hklistco.com/1265 as a channel to facilitate effective communication with its
shareholders and the public.

The Company endeavors to maintain an on-going dialogue with the Shareholders and in particular, through
annual general meetings or other general meetings to communicate with the Shareholders and encourage their
participation.

The Company’s annual general meeting allows the Directors to meet and communicated with shareholders. The

Company ensures that shareholders’ views are communicated to the Board. The Chairman of the annual general
meeting proposes separate resolutions for each issue to be considered.
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PROCEDURES FOR DIRECTING SHAREHOLDERS’ ENQUIRIES TO
THE BOARD

Shareholders can make enquiries directly to the Company through written enquiries or requests in respect of their
rights to the following principal place of business of the Company:

Address:

Floor 9, Gangao Tower,
No.18 Zhengzhou Road,
Heping, District

Tianjin, PRC

Tel No.: (86) 022-87569972
Fax No.: (86) 022-87569971

PROCEDURES FOR SHAREHOLDERS TO CONVENE AN
EXTRAORDINARY MEETING

Pursuant to Article 54(3) of the Articles, where shareholders holding an aggregate of 10 percent or more of the
issued shares of the Company vested with voting rights request in writing to convene an extraordinary general
meeting, the board of directors shall convene an extraordinary general meeting within two months thereof.

Pursuant to Article 75 of the Articles, Shareholders who request to convene an extraordinary general meeting or a
class shareholders’ meeting shall follow the procedures below:

(1) Shareholder(s) who hold(s) in aggregate 10 percent or more of the shares vested with voting rights in such
a meeting may sign one or several written requisitions in the same form requesting the board of directors to
convene an extraordinary general meeting or a class shareholders’ meeting, and the subject matter of the
meeting shall be specified. Upon receipt of the said written requisitions, the board of directors shall convene
an extraordinary general meeting or a class shareholders’ meeting as soon as possible. The calculation of the
number of shares held as aforesaid shall be made as at the date of the written requisitions.

(2) If the board of directors fails to give notice of meeting within 30 days of the receipt of the aforesaid written
requisitions, the shareholders making such requests may convene a meeting within four months of the
receipt of the said requisitions by the board of directors. The procedure for convening the meeting shall, as
far as possible, be the same as those for convening a shareholders’ meeting by the board of directors.

All reasonable expenses incurred in convening and holding a meeting by the shareholders as a result of the failure

of the board of directors to convene such meeting upon the aforesaid requisitions shall be borne by the Company
and the same shall be deducted from outstanding payments due to the directors who are in default.
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PROCEDURES FOR SHAREHOLDERS’ ENQUIRES TO BE PUT TO

THE BOARD

Pursuant to Article 47 of the Articles, among others, a holder of ordinary shares of the Company shall enjoy the

following rights:

° to supervise and manage the business, operation and activities of the Company, and to make proposals or

enquiries in relation thereto;

° to receive information in accordance with provisions of the Articles, including:
A. the Articles upon payment of the cost thereof;
B. upon payment of reasonable charges, be entitled to inspect and copy:

(ii)

(iii)

(iv)

(v)

all parts of the register of shareholders;

personal particulars of the directors, supervisors, managers and other senior management
officers of the Company, including (a) present and former names and aliases; (b) principal
address (domicile); (c) nationality; (d) full-time occupation and all other part-time occupations
or positions; and (e) identification document and the number thereof;

the share capital of the Company;
a report on the total nominal value, number, highest and lowest prices and all payments made
by the Company in respect of each class of its shares repurchased since the last financial

year,

minutes of shareholders’ meetings.

Pursuant to Article 80 of the Articles, a shareholder shall be entitled to inspect copies of minutes of meeting(s)
free of charge during office hours of the Company. Upon the request of any shareholder for a copy of the relevant
minutes of meeting, the Company shall send out the copy of the minutes so requested within seven days of the

receipt of the reasonable payment therefore.
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PROCEDURES FOR PUTTING FORWARD PROPOSALS AT
GENERAL MEETINGS BY SHAREHOLDERS

Pursuant to Article 52(17) of the Articles, the shareholders’ general meeting shall exercise its power to review
any motion put forward by shareholders representing in aggregate 5 percent or more of the voting rights of the
Company.

Pursuant to Article 56 of the Articles, when the Company convenes an annual general meeting, shareholder(s)
who holds 5 percent or more of the voting rights of the Company shall be entitled to propose new motions in
writing to the Company. The Company shall include those motions falling within the scope of responsibility of the
shareholders’ general meeting into the agenda of such meeting, but such motions shall be sent to the Company
within 30 days after the issue of the aforesaid notice of meeting.

Pursuant to Article 95 of the Articles, the procedures for shareholders of the Company to propose a person for
election as a Director are set out below.

- Starting from the second day upon the despatch of the notice of the general meeting appointed for the
election of Director by the Company, a Shareholder is entitled to lodge a notice in writing to the Company to

propose a person for election as a Director.

- The minimum length of the period, during which the aforesaid notice in writing is lodged with the Company,
shall be at least seven days.

- In any event, the aforesaid period shall end no later than 7 days prior to the date of such general meeting.

- In the aforesaid period of notice, such proposed Director shall give notice to the Company stating his/her
willingness to be elected.
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INVESTOR RELATIONS
Amendments To The Articles
Extraordinary general meeting held on 6 February 2018

The Shareholders had approved a special resolution at an extraordinary general meeting of the Company held on 6
February 2018 to amend the Articles regarding the requirement in accordance with the PRC laws and regulations
implemented requiring state-owned enterprise to prescribe party building work into the Articles. For details, please
refer to the announcements of the Company dated 15 December 2017 and 6 February 2018, and the circular of
the Company dated 29 December 2017.

Annual general meeting held on 26 June 2018
At the 2018 AGM, the Shareholders approved a special resolution in respect of the amendments to the Articles
concerning the structure of the share capital of the Company in order to comply with relevant PRC laws and

regulations. For details, please refer to the announcement of the Company dated 4 May 2018 and the circular of
the Company dated 11 May 2018.
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The Board of Directors is pleased to present its Directors’ Report together with the audited consolidated financial
statements of the Group for the Year.

PRINCIPAL ACTIVITIES

The principal activities of the Company are the operation and management of gas pipeline infrastructure and the
sale and distribution of piped gas. One of the subsidiaries, 5B g A2 M AFA E X AR & T2 (Kin Sang Jinran
Public Utilities Company Limited*) (formerly known as SBezE KB AR EEEGR AT AR (Kin Sang Tianlian
Public Utilities Company Limited*) is dormant. The other subsidiary X®XEIZE AR A A (Tianjin Tianlian
Investment Company Limited*) is engaged in investment activities. The Group completed the acquisition of the
additional 39% equity interests of EME#EFKIEEBR AT (Guizhou Jinwei Mining Investment Company
Limited*) (“Guizhou Jinwei”) and Guizhou Jinwei completed its acquisition of 70% equity interest in & /& &1 %
BT sn iR E A R & A Al (Guizhou Province Taijiang County New Lead and Zinc Mineral Extraction Company
Limited*) (“Guizhou County New”) on 30 June 2012. Guizhou County New owns a mining right of a lead-zinc mine
located in Taijiang County, Guizhou Province and the Group commenced the mining and trading of lead and zinc
from year 2012, and ceased operation of mining and trading in year 2014.

During the Year, the Company continued to push forward the strategic plan to put greater focus on its gas related
businesses. Hence the Board resolved a plan to dispose its mining business and trading business of lead and
zinc. The Company has started negotiations with several interested parties, which is still ongoing, in relation to the
disposal of its 88% equity interest in Guizhou Jinwei, which owns 70% equity interest in Guizhou County New and
Guizhou Country New owns a mining right of a lead-zinc mine located in Taijiang County, Guizhou Province. The
Company will comply with the relevant requirements of the Listing Rules accordingly.

RESULTS AND DIVIDENDS

The results of the Group for the Year are set out in the consolidated statement of profit or loss on page 88 to 89 of
this annual report.

The Board does not recommend the payment of a final dividend for the year ended 31 December 2018 (2017:
RMBO0.017).

*

For identification purposes only
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Pursuant to the PRC Individual Income Tax Law ( {fF#E AR ELFBEEAFTSEE) ), the Implementation
Regulations of the PRC Individual Income Tax Law ( {(ZE AR HEMEEAFFSHEEEEDD) ), the
Administrative Measures of the State Administration of Taxation on Tax Convention Treatment for Non-resident
Taxpayers (No. 60 of the Announcement of the State Administration of Taxation for 2016) ( (AR ABIEE R
MRAZZRBBEFBERINE) ) (BRBBELBAE20165 58605 ) , the Notice of the State Administration
of Taxation on the Questions Concerning the Levy and Administration of Individual Income Tax After the Repeal of
Guo Shui Fa [1993] No. 45 (Guo Shui Han [2011] No. 348) ( BIZR%: %5 48 /3 B8 pA B % 2% [ 1993104555 X 14 &
IR EBEARSHASEERN®A) (B K201113485%) ), other relevant laws and regulations and other
regulatory documents, the Company shall, as a withholding agent, withhold and pay individual income tax for the
individual holders of H shares in respect of the dividend to be distributed to them. However, the individual holders
of H shares may be entitled to certain tax preferential treatments pursuant to the tax treaties between the PRC and
the countries (regions) in which the individual holders of H shares are domiciled and the tax arrangements between
Mainland China, Hong Kong or Macau. For individual holders of H shares in general, the Company will withhold and
pay individual income tax at the rate of 10% on behalf of the individual holders of H shares in the distribution of the
dividend. However, the tax rates applicable to individual holders of H shares overseas may vary depending on the
tax treaties between the PRC and the countries (regions) in which the individual holders of H shares are domiciled,
and the Company will withhold and pay individual income tax on behalf of the individual holders of H shares in the
distribution of the dividend accordingly.

For non-resident enterprise holders of H shares, i.e., any shareholders who hold the Company’s shares in the name
of non-individual shareholders, including but not limited to HKSCC Nominee Limited, other nominees, trustees, or
holders of H shares registered in the name of other groups and organisations, the Company will withhold and pay
the enterprise income tax at the tax rate of 10% for such holders of H shares pursuant to the Notice of the State
Administration of Taxation on the Issues Concerning Withholding the Enterprises Income Tax on the Dividends Paid
by Chinese Resident Enterprises to H Share Holders Who Are Overseas Non-resident Enterprises (Guo Shui Han
[2008] No. 897) ( (R BERARTEERPEMRIMHRIFERLEBRRRERERTNRBCEMEH
FRARENBA) (B K[200818975%) ) .

Should the holders of H shares of the Company have any doubt in relation to the aforesaid arrangements, they
are recommended to consult their tax advisors for relevant tax impact in Mainland China, Hong Kong and other
countries (regions) on the possession and disposal of the H shares of the Company. The Company assumes no
responsibility and disclaims all liabilities whatsoever in relation to the tax status or tax treatment of the individual
holders of H shares and for any claims arising from any delay in or inaccurate determination of the tax status or tax
treatment of the individual holders of H shares or any disputes over the withholding mechanism or arrangements.
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FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group is set out on page 4 of the annual report.

BUSINESS REVIEW

The business review of the Group for the Year is set out in the section headed “Management Discussion and
Analysis” above.

SHARE CAPITAL

Details of the Company’s share capital are set out in note V.21 to financial statements.

DISTRIBUTION RESERVES

The reserve available for distribution to shareholders is the amount which is the lesser of the accumulated profits
carried forward at the balance sheet date after deduction of the current year's appropriations to the statutory
surplus reserve determined under PRC accounting standards.

As at 31 December 2018, the Group’s reserves available for distribution to shareholders, comprised the retained
profits determined under PRC accounting standards of approximately RMB662 million (2017: RMB660 million).

There is no arrangement that a shareholder has waived or agreed to waive any dividend.

RESERVES

Profits attributable to shareholders before dividends of RMB5,800,974 (2017: RMB5,543,926) have been
transferred to reserves.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the whole or any substantial part of the business of
the Group was entered into or existed during the Year.
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FIXED ASSETS

Details of movements in fixed assets of the Group are set out in note V.9 to financial statements.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Company for the last five financial years is set out
on page 220.

DIRECTORS AND SUPERVISORS

The Directors and Supervisors of the Company during the Year and up to the date of this report were:
Executive Directors

Zhao Wei (Chairman) (appointed on 26 June 2018)

Tang Jie

Wang Quan Hong (appointed on 26 June 2018)

Zhang Tian Hua (Chairman) (retired on 26 June 2018)

Wang Wen Xia (retired on 26 June 2018)

Zhang Guo Jian (retired on 26 June 2018)

Hou Shuang Jiang (redesignated as non-executive Director since 26 June 2018)

Non-executive Directors

Wang Jin (appointed on 26 June 2018)

Zhao Heng Hai (appointed on 26 June 2018)

Li Da Chuan (retired on 26 June 2018)
Independent Non-executive Directors
Zhang Ying Hua

Yu Jian Jun
Guo Jia Li
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Independent Supervisors

Xu Hui
Liu Zhi Yuan

Staff Representative Supervisors

Hao Li
You Hui Yan (appointed on 26 June 2018)
Feng Jin Hu (retired on 26 June 2018)

Shareholders Representative Supervisor
Yang Hu Ling

Mr. Zhang Tian Hua, Ms. Wang Wen Xia and Mr. Zhang Guo Jian, each an executive Director, and Mr. Li Da Chuan,
a non-executive Director, had retired from office as executive Directors or non-executive Director, respectively,
and did not seek re-election at the 2018 AGM with effect from the conclusion of the 2018 AGM due to other work
arrangement.

The Company has received from each of the independent non-executive Directors their respective confirmation of
independence pursuant to the Listing Rules and considers that they remain independent.

DIRECTORS’ AND SUPERVISORS’ SERVICE CONTRACTS

Each of the executive Directors, non-executive Directors and independent non-executive Directors has entered into
a service contract with the Company for a term of three years commencing from 26 June 2018.

Each of the Supervisors, namely Mr. Yang Hu Ling, Ms. Xu Hui, Ms. Hao Li and Ms. You Hui Yan has entered into a
service agreement with the Company for a term of three years commencing from 26 June 2018 and ending on the
conclusion of the annual general meeting of the Company to be held in 2021. Mr. Liu Zhi Yuan, the Supervisor has
entered into a service agreement with the Company for a term of three years commencing from 26 June 2018.

Save as disclosed above, none of the Directors nor Supervisors has a service contract with the Company or its

subsidiaries which is not determinable by the Group within one year without payment of compensation, other than
statutory compensation.
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POLICY FOR DIRECTORS’ REMUNERATION

The remuneration of the Directors is determined by the Remuneration Committee with reference to the directors’
respective qualifications and experiences. From 1 January 2018 to 25 June 2018, Mr. Zhang Tian Hua, Mr. Zhang
Guo Jian, Mr. Hou Shuang Jiang, Ms. Wang Wen Xia and Mr. Li Da Quan all waived their respective directors
remuneration. Save as Ms. Tang Jie, Mr. Guo Jia Li, Mr. Yu Jian Jun and Mr. Zhang Ying Hua, all Directors
waived their director remuneration from 26 June 2018.. During the Year, save as disclosed above, there was no
arrangement in which Directors waived their remuneration.

DIRECTORS’, CHIEF EXECUTIVE’S AND SUPERVISORS’
INTERESTS IN SECURITIES

As at 31 December 2018, the interests and short positions of the Directors, chief executives and Supervisors in the
shares, underlying shares or debentures of the Company and its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the “SFO")) which are required (a) to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or short positions
which they are taken or deemed to have under such provisions of the SFO); or (b) pursuant to section 352 of
the SFO, to be entered in the register referred to therein; or (c) pursuant to the required standard of dealings by
Directors and Supervisors as referred to in Appendix 10 to the Listing Rules to be notified to the Company and the
Stock Exchange were as follows:

Long Position
Domestic Shares of RMBO.1 each in the capital of the Company

Approximate
percentage of

interests

Number of in the Company/

Domestic Shares Domestic Shares

Name of Director/Supervisor Capacity held of the Company
Ms. Tang Jie Beneficial owner 41,700,000 2.27%/13.11%

Save as disclosed in the above paragraph, as at 31 December 2018, none of the Directors, chief executives
and Supervisors of the Company had interests or short positions in any securities of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) which are required (a) to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or short
positions which they are taken or deemed to have under such provisions of the SFO); or (b) pursuant to section 352
of the SFO, to be entered in the register referred to therein; or (c) pursuant to the required standard of dealings by
Directors and Supervisors as referred to in Appendix 10 to the Listing Rules to be notified to the Company and the
Stock Exchange.
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SUBSTANTIAL SHAREHOLDERS AND OTHER SHAREHOLDERS

So far as known to the Directors, as at 31 December 2018, the following, not being a Director, chief executive or

Supervisor of the Company, have interests or short positions in the shares, underlying shares or debentures of the

Company which would fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of

the SFO and required to be entered in the register maintained by the Company pursuant to section 336 of the SFO:

SUBSTANTIAL SHAREHOLDERS

Long Position

Domestic Shares of RMBO.1 each in the capital of the Company

Name of shareholder Capacity

Number of
Domestic Shares
held

Approximate
percentage of
interests

in the Company/
Domestic Shares

Tianjin Gas Group Company Beneficial owner
Limited (“Tianjin Gas”)
RETMHMARERBR R A

Tianjin Energy Investment Interest of a controlled

Company Limited corporation

(“Tianjin Energy”)

RERRIREEEBRRAA

(Note 1)

Notes:

1,297,547,800

1,297,547,800

70.54%/96.89%

70.54%/96.89%

1. Tianjin Energy is the intermediary holding company of Tianjin Gas. Therefore Tianjin Energy is deemed, or taken to be

interested in all the Domestic Shares beneficially held by Tianjin Gas for the purpose of the SFO.
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OTHER SHAREHOLDERS

Long Position

H Shares of RMBO.1 each in the capital of the Company

Name of shareholder

Capacity

DIRECTORS' REPORT

Number of
H Shares held

Approximate
percentage of
interests

in the Company/
H Shares

Liu Hei Wan

Law Suet Yi

The Waterfront Development
Group Limited

China Alpha Master Fund Ltd

Wang Junyan

China Alpha Fund Management
Ltd

Interests held jointly with
another person (note 1)

Held by controlled corporation
(note 2)

Interests held jointly with
another person (note 1)

Interest of spouse (note 3)

Beneficial owner (note 2)

Beneficial owner

Held by controlled corporation
(note 4)

Investment manager

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED

14,500,000

30,000,000

14,500,000

30,000,000

30,000,000

26,180,000

29,800,000

29,800,000

0.79%/2.90%

1.63%/6.00%

0.79%/2.90%

1.63%/6.00%

1.63%/6.00%

1.42%/5.24%

1.62%/5.96%

1.62%/5.96%
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Approximate
percentage of

interests
Number of in the Company/
Name of shareholder Capacity H Shares held H Shares
Alpha Logic Holdings Limited Held by controlled corporation 29,800,000 1.62%/5.96%
(note b)
Jet Elite Investments Limited Held by controlled corporation 29,800,000 1.62%/5.96%
(note 6)
China Alpha Fund Management Investment manager 29,800,000 1.62%/5.96%
(HK) Limited
Notes:
1. As at 31 December 2018, Mr. Liu Hei Wan and Ms. Law Suet Yi jointly held 14,500,000 H Shares of the Company.
2. The Waterfront Development Group Limited is wholly-owned by Mr. Liu Hei Wan and thus a controlled corporation by

Mr. Liu Hei Wan. Therefore, Mr. Liu Hei Wan is deemed, or taken to be, interested in the 30,000,000 H Shares which are
beneficially owned by The Waterfront Development Group Limited for the purpose of the SFO.

3. Ms. Law Suet Yi is the spouse of Mr. Liu Hei Wan and therefore, Ms. Law Suet Yi is deemed, or taken to be, interested in
all the Shares in which Mr. Liu Hei Wan is interested for the purpose of SFO.

4. China Alpha Fund Management Ltd is wholly-owned by Wang Junyan and thus a controlled corporation by Wang Junyan.
Besides, Alpha Logic Holdings Limited is held as to approximately 80% by Wang Junyan, which in turn is directly
interested in approximately 80% in Jet Elite Investments Limited, and China Alpha Fund Management (HK) Limited is
wholly-owned by Jet Elite Investments Limited. Wang Junyan controls more than one-third of the voting rights of China
Alpha Fund Management Ltd, Alpha Logic Holdings Limited, Jet Elite Investments Limited and China Alpha Fund
Management (HK) Limited, and is deemed to be interested in the interests in China Alpha Fund Management Ltd, Alpha
Logic Holdings Limited, Jet Elite Investments Limited and China Alpha Fund Management (HK) Limited in the Company
by virtue of the SFO.

5. Alpha Logic Holdings Limited is directly interested in approximately 80% in Jet Elite Investments Limited, and China Alpha
Fund Management (HK) Limited is wholly-owned by Jet Elite Investments Limited. Alpha Logic Holdings Limited controls
more than one-third of the voting rights of Jet Elite Investments Limited and China Alpha Fund Management (HK) Limited,
and is deemed to be interested in the interests in Jet Elite Investments Limited and China Alpha Fund Management (HK)
Limited in the Company by virtue of the SFO.

6. China Alpha Fund Management (HK) Limited is wholly-owned by Jet Elite Investments Limited. Jet Elite Investments

Limited controls more than one-third of the voting rights of China Alpha Fund Management (HK) Limited, and is deemed
to be interested in the interest in China Alpha Fund Management (HK) Limited in the Company by virtue of the SFO.
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Save as disclosed above, as at 31 December 2018, the Directors are not aware of any person, not being a Director,
chief executive or Supervisor of the Company, have interests or short positions in the shares, underlying shares
or debentures of the Company which would fall to be disclosed to the Company under the provisions of Divisions
2 and 3 of Part XV of the SFO and required to be entered in the register maintained by the Company pursuant to
section 336 of the SFO.

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENT OR CONTRACTS

No Director or Supervisor nor a connected entity of a Director or Supervisor had a material interest, either directly or
indirectly, in any transactions, arrangements or contracts of significance to the Group to which the holding company
of the Company, the Company or any of the Company’s subsidiaries or fellow subsidiaries was a party during the
Period.

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

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

COMPLIANCE WITH NON-COMPETITION UNDERTAKING

On 9 December 2003, Tianjin Gas has entered into a non-competition agreement with the Company. Under the
non-competition agreement, save for Tianjin Gas’s then existing piped gas operations in Tianjin City, which is outside
the scope of operation of the Group in Tianjin at that time (the “Previous Operational Locations”), Tianjin Gas has
irrevocably undertaken and covenanted with the Company that, except with the Company’s prior written consent,
it would not and would procure that its subsidiaries should not, carry on for their own accounts or for any other
persons to carry on and/or have an interest in, any business of which is or may be in competition with the Group’s
business within the Previous Operational Locations or outside its existing operating district in Tianjin City.

On 28 December 2010, Tianjin Gas further entered into the supplemental non-competition agreement (the
“Supplemental Non-Competition Agreement”) to supplement certain terms of the non-competition agreement dated
9 December 2003, pursuant to which the meaning of “subsidiary(ies)” as mentioned in the above-mentioned
undertaking has been amended to include “associates” under the definition of the Rules Governing the Listing of
Securities on GEM of the Stock Exchange (the “GEM Listing Rules”) and the Previous Operational Locations have
been amended to cover the operational locations of the Group (i.e. Xiao Hai Di (/]\&3#h ) of Hexi District (R FGE ) |
part of Jinnan District (VEf & ) , Xiging District (A& & ) , Hangu District (}&&[& ) and Ninghe District ( Z/A[& ) )
which have been served by the Group’s pipelines as well as Hedong District (;A/ 8 [& ) and Heping District ( #13
[% ) after completion of the transfer of part of the tangible assets and gas ancillary facilities.
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Furthermore, pursuant to the Supplemental Non-Competition Agreement, Tianjin Gas further undertakes that
(A) where business opportunities which may compete with the business of the Group arises, or if Tianjin Gas
desires to sell any of its existing piped gas business or the underlying assets for the piped gas business in Tianjin,
Tianjin Gas shall give the Company’s notice in writing and the Company shall have a right of first refusal to take
up such business opportunities. The Company shall only exercise the right of first refusal upon the approval of
all the independent non-executive Directors (who do not have any interest in such proposed transactions); and
(B) regarding the assets which have not yet been transferred to the Company by Tianjin Gas in Hedong District,
Heping District, Xiging District, Hangu District and Ninghe District, the Company has the right to require Tianjin
Gas to sell these assets to the Company at any time, subject to compliance with the applicable requirements under
the relevant PRC laws as well as the Listing Rules, at a price that is fair and reasonable, and acceptable to the
independent non-executive Directors (who do not have any interest in such proposed transaction).

Pursuant to the non-competition agreement and the Supplemental Non-Competition Agreement (together, the
“Non-competition Undertaking”), the independent non-executive Directors are responsible for reviewing and
considering whether or not to exercise such rights and are entitled, on behalf of the Company, to review the
information provided by Tianjin Gas in respect of the compliance and enforcement of the Non-competition
Undertaking at least on an annual basis. During the Reporting Period, the independent non-executive Directors
have reviewed the implementation of the Non-competition Undertaking and have confirmed that Tianjin Gas has
been in full compliance with the Non-competition Undertaking and there was no breach by Tianjin Gas.

Also, the Company has received from Tianjin Gas an annual declaration on compliance with the Non-competition
Undertaking and considers Tianjin Gas has complied with the Non-competition Undertaking.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

At no time during the Period was the Company or its subsidiary a party to any arrangements to enable the Directors
and Supervisors of the Company to acquire benefits by means of the acquisition of shares in, or debentures of, the
Company or any other body corporate.

COMPETING INTERESTS

Each of Mr. Zhang Tian Hua (formerly, the executive Director and the chairman of the Company who retired on 26
June 2018), Mr. Hou Shuang Jiang (the non-executive Director), Mr. Zhao Heng Hai (the non-executive Director),
Ms. Wang Wen Xia (formerly, the executive Director who retired on 26 June 2018), Mr. Li Da Chuan (formerly,
the non-executive Director who retired on 26 June 2018), Mr. Zhao Wei (the executive Director and Chairman of
the Company), Mr. Wang Quan Hong (the executive Director) and Mr. Wang Jin (the non-executive Director) hold
positions with Tianjin Gas and/or Tianjin Energy. They do not have any equity interest in Tianjin Gas, Tianjin Energy
nor the Company. Save as their positions with Tianjin Gas and/or Tianjin Energy, each of the Directors and their
respective close associates has confirmed that he/she does not have any interest in a business which competes or
may compete with the business of the Group.
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In the wholesale distribution of natural gas, no competition between Tianjin Gas and the Group exists given the
fact that the Group only supplies natural gas to end users but is not engaged in wholesale distribution business.
In the provision of piped natural gas to end users, Tianjin Gas and the Group are not competing with each other
due to the nature of the piped gas supply business, which required fixed pipelines be installed and connected
to the customers’ pipelines, it is practically infeasible for more than one set of pipelines connecting to the same
customer’s pipeline. Besides, pursuant to the Non-Competition Undertaking, Tianjin Gas undertakes not to compete
with the Group. Given the terms of the Non-Compete Undertaking given by Tianjin Gas and the inherent nature
of pipe gas supply business, the Directors are of the view that Tianjin Gas does not compete with the Group’s
operations in the provision of piped natural gas. For details of the Non-Competition Undertaking, please refer to the
paragraph headed “Compliance with Non-Competition Undertaking” above.

Save as disclosed above, as at 31 December 2018, the Directors are not aware of any business or interest of the
Directors, the controlling shareholders of the Company and their respective close associates, that competes or may
compete with the business of the Group and any other conflicts of interest which any such person has or may have
with the Group.

CODE OF CONDUCT REGARDING SECURITIES TRANSACTIONS BY
DIRECTORS AND SUPERVISORS

During the Year, the Company had adopted a code of conduct regarding securities transactions by Directors and
Supervisors on terms no less exacting than the required standard of dealings set out in the Listing Rules. The
Company had also made specific enquiry with all Directors and Supervisors and the Company was not aware of any
non-compliance with the required standard of dealings and its code of conduct regarding securities transactions by
Directors and Supervisors.
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CONNECTED TRANSACTIONS

During the Period, the Group has the following non-exempt connected transactions or continuing connected

transactions and the Company has fully complied with the announcement, reporting and/or independent

shareholders’ approval requirements under the Listing Rules (where applicable):

Continuing Connected Transactions

(1)

(2)

*

Gas Pipeline Lease Agreement

On 25 April 2016, the Company and Tianjin Binhai Gas Group Company Limited (K32 /GMRAEE
BBRAF) (“Binhai Gas Group”) entered into a gas pipeline lease agreement (the “Gas Pipeline Lease
Agreement”) in respect of the lease of the high pressure gas pipelines extending from the intersection
of Dong Jin Road (R ) and Yang Bei Road (#53LAF) in Dongli District ((REE[E ), Tianjin to the
intersection of Xin Gang No.8 Road (7% /\5%# ) and Yue Jin Road (B#E ¥ ) in Tanggu District (#h
[% ), Tianjin, measuring approximately 30 km, which is owned and managed by the Company, to Binhai
Gas Group for natural gas transmission for the period from 1 May 2016 to 30 April 2019. Pursuant to the
gas pipeline lease agreement, The annual cap of gas pipeline lease fee paid by Binhai Gas Group to the
Company, is RMB4,000,000, RMB6,000,000 and RMB6,000,000 for the three years ended 31 December
2018, respectively. Actual transaction amount for the Year was RMB5,438,000.

Tianjin Gas is the controlling shareholder of the Company, and thus a connected person of the Company.
Binhai Gas Group is a wholly-owned subsidiary of Tianjin Gas and thus also a connected person of the
Company.

As each of the applicable percentage ratios for the annual caps of the Gas Pipeline Lease Agreement for
each of the three years ended 31 December 2018 was, on an annual basis, more than 0.1% but less
than 5%, the transactions contemplated under the Gas Pipeline Lease Agreement were exempt from the
independent shareholders’ approval requirement and were subject to the annual review, reporting and
announcement requirements under Chapter 14A of the Listing Rules.

For details of the transaction, please refer to the announcement of the Company dated 25 April 2016.
Pipeline Construction and Design Services

On 31 December 2012, the Company and Tianjin Gas Heat Planning and Design Institute Co., Ltd.* (K&
MR E R EIR TR AR 2 A) (the “Design Institute”) entered into the pipeline design agreement
(the “2013 Pipeline Design Agreement”) in respect of the renewal of provision of pipeline design service by
the Design Institute to the Company for the three years ended 31 December 2015, with an annual cap of
RMB7,040,000, RMB7,780,000 and RMB8,780,000 respectively.

For identification purposes only
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On 12 July 2013, the Company and Tianjin Gas entered into a pipeline construction framework agreement
(the “2013 Pipeline Construction Framework Agreement”) in respect of which Tianjin Gas and/or its
associated companies may bid for gas pipeline construction contracts put out to tender from time to time
by the Group in accordance with the tendering procedures set by the Group from time to time for the period
from 12 July 2013 to 31 December 2015, with an annual cap for the transactions contemplated under the
Pipeline Construction Framework Agreement (in terms of contract sum committed under the construction
service contracts if awarded as a result of successful bid) of RMB20,000,000, RMB20,000,000, and
RMB20,000,000 respectively.

To renew the 2013 Pipeline Design Agreement and the 2013 Pipeline Construction Framework Agreement
which had both expired on 31 December 2015, the Company and Tianjin Energy entered into the Pipeline
Construction and Design Agreement on 29 April 2016 in respect of the provision of pipeline construction
and design services by Tianjin Energy and/or its associated companies upon successful bids for gas pipeline
construction contracts put out to tender from time to time by the Group in accordance with the tendering
procedures set by the Group from time to time for the period from 29 April 2016 to 31 December 2018.
Pursuant to the Pipeline Construction and Design Agreement, the annual cap amounts received by Tianjin
Energy and/or its associated companies from the Group for the three years ended 31 December 2018 is
RMB30,000,000, RMB30,000,000 and RMB30,000,000 respectively. Actual transaction amount for the
Year was RMB7,335,000.

Tianjin Gas is one of the promoters of the Company and is a controlling shareholder of the Company and
thus a connected person of the Company.

The Design Institute is a subsidiary of Tianjin Energy (a controlling shareholder of the Company) and thus a
connected person of the Company.

As at date of this report, Tianjin Energy owns the entire equity interest in Tianjin Gas, a controlling
shareholder of the Company. Pursuant to Rule 14A.07(1) of the Listing Rules, Tianjin Energy is a connected
person of the Company. Pursuant to the Listing Rules, the entering into of the Pipeline Construction and
Design Agreement constitutes a continuing connected transaction of the Company.

As each of the applicable percentage ratios for the caps of the transaction contemplated under the Pipeline
Construction and Design Agreement for each of the twelve months ended 31 December 2016, 31 December
2017 and 31 December 2018 was, on an annual basis, more than 1% but less than 5%, the Pipeline
Construction and Design Agreement was exempt from the independent shareholders’ approval requirement
and was only subject to the annual review, reporting and announcement requirements under Chapter 14A of
the Listing Rules.

For details, please refer to the announcement of the Company dated 29 April 2016.
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3)

*

Gas Supply
Supplemental Agreements to 2017 Gas Supply Contract

On 31 October 2014, the Company and Jinran China Resources Gas Co., Ltd* GEREFMR R AR A A])
(“Jinran China Resources”) entered into new gas supply contracts in respect of renewal of the supply of
natural gas by Jinran China Resources to the Group for the period from 1 January 2015 to 31 December
2017 (the “Gas Supply Contracts”). Jinran China Resources is a subsidiary of Tianjin Energy (a controlling
shareholder of the Company) and is hence a connected person of the Company, and the entering into of
the New Gas Supply Contracts between Jinran China Resources and the Company constitutes continuing
connected transactions of the Company under Chapter 14A of the Listing Rules.

Pursuant to the Gas Supply Contracts, Jinran China Resources agreed to supply to the Company and the
Company agreed to purchase from Jinran China Resources up to 612.29 million, 673.52 million and 740.87
million cubic metres of natural gas for the years ended 31 December 2015 and 31 December 2016 and
the year ended 31 December 2017 at a price of approximately RMB2.655 per cubic metre (tax excluded,
and the price subject to adjustment in accordance with the direction of the Tianjin municipal price bureau
from time to time) with an annual cap of RMB1,626 million, RMB1,788 million and RMB1,967 million
respectively.

On 17 March 2017, the Company entered into a supplemental agreement (the “Supplemental Agreement”)
with Jinran China Resources to (1) the gas supply contract (the “2016 Gas Supply Contract”) in respect of
the supply of natural gas by Jinran China Resources to the Company for the 12 months ended 31 December
2016 and (2) the gas supply contract (the “2017 Gas Supply Contract”) in respect of the supply of natural
gas by Jinran China Resources to the Company for the 12 months ended 31 December 2017, to revise the
unit price of natural gas (the “Price”) and the settlement date for the gas charge for the period commencing
from 20 November 2016 to 15 March 2017.

Pursuant to the Supplemental Agreement, the Price was amended from approximately RMB2.655 per cubic
metre (tax excluded) to RMB2.204 per cubic metre (tax excluded) with the annual caps for gas charge for
2016 Gas Supply Contract and 2017 Gas Supply Contract remaining unchanged. Accordingly, the respective
maximum volume of gas supply under 2016 Gas Supply Contract and 2017 Gas Supply Contract will be
adjusted.

Pursuant to the Supplemental Agreement, the settlement day for the gas charge by the Company based on
the actual consumption of natural gas by the Group during each month was amended from the 25th day to
the 10th day of month.

Save as disclosed above, all the terms of the 2016 Gas Supply Contract and 2017 Gas Supply Contract
remain unchanged.

For details of the transactions, please refer to the announcements of the Company dated 31 October 2014,
30 December 2014, 17 March 2017 and the circular of the Company dated 12 December 2014.

For identification purposes only
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In the light of the new pricing directive issued by the Tianjin Development and Reform Commission (the
“Commission”) on 27 September 2017 (the “September Directive”) which stipulates that the unit price
applicable to the provision of natural gas by Jinran China Resources to the Company is now subject to the
commercial negotiation between Jinran China Resources and the Company instead of subject to a directive
price issued by the Commission from time to time just like the past.

Further to the Supplemental Agreements, on 2 March 2018, the Company entered into the supplemental
agreement to the 2017 Gas Supply Contract with Jinran China Resources to agree on the unit price of
natural gas provided by Jinran China Resources to the Company for the period from 1 September 2017
to 31 December 2017. Pursuant to the 2017 Gas Supply Contract, the unit price of normal gas supplied
by Jinran China Resources to the Company was approximately RMB2.655 per cubic metre (tax excluded,
and the price subject to adjustment in accordance with the direction of the Tianjin municipal price bureau
from time to time). Jinran China Resources and the Company and agreed that the unit price of natural gas
supplied by Jinran China Resources to the Company for the period commencing from 1 September 2017 to
31 December 2017 was approximately RMB2.104 per cubic meter (tax excluded, and being the weighted
average of the unit price for the four months ended 31 December 2017).

According to the notice regarding adjustment to the unit price issued by Jinran China Resources on 25
September 2018, Jinran China Resources estimated the unit price of natural gas supplied by Jinran China
Resources to the Company for the period from November 2017 to March 2018 to be RMB2.43 per cubic
metre (tax included).

Therefore, on 8 March 2019, Jinran China Resources and the Company entered into the supplemental
agreement to the 2017 Gas Supply Contract to set the unit price of natural gas supplied by Jinran China
Resources to the Company for the period commencing from 1 November 2017 to 31 December 2017 as
RMB2.43 per cubic metre (tax included).

Save as disclosed above, all the terms of the 2017 Gas Supply Contract remain unchanged.
For details, please refer to the Company’s announcement dated 31 October 2014, 30 December 2014, 29

December 2017, 28 February 2018, 5 March 2018 and 8 March 2019, and the circular of the Company
dated 12 December 2014.
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4)

New Gas Supply Contract

On 20 September 2018, the Company and Jinran China Resources entered into the gas supply contract
(“New Gas Supply Contract”) in respect of the supply of natural gas by Jinran China Resources to the
Company for the period from 1 January 2018 to 31 December 2018 with an annual cap not exceeding
RMB1,700,000,000. Actual transaction amount for the Year was RMB1,229,894,000.

As at the date of this report, Jinran China Resources was held as to 51% by Tianjin Gas (a controlling
shareholder of the Company holding 1,297,547,800 Domestic Shares, representing approximately 70.54%
of the total issued shares of the Company) and is hence a connected person of the Company, and the
entering into of the New Gas Supply Contract between Jinran China Resources and the Company constitute
continuing connected transactions of the Company under Chapter 14A of the Listing Rules.

As the highest applicable percentage ratio (as defined under the Listing Rules) for the annual cap for the
New Gas Supply Contract for the year ended 31 December 2018 exceed 5%, the New Gas Supply Contract
is subject to, inter alia, the independent shareholders’ approval, reporting, annual review and announcement
requirements under Chapter 14A of the Listing Rules.

The New Gas Supply Contract and the transaction contemplated thereunder were approved by the
Shareholders at the extraordinary general meeting of the Company held on 30 November 2018.

For details, please refer to the notice of the extraordinary general meeting of the Company dated 15 October
2018, the announcements of the Company dated 31 October 2014, 17 March 2017, 17 April 2018 and 3
September 2018, and the circular of the Company dated 26 October 2018.

Gas Transportation

On 8 March 2019, the Company and Jinran China Resources entered into the gas transportation contract
(“New Gas Transportation Contract”) in respect of the renewal of provision of gas transportation services
through the gas pipelines owned and managed by the Company for natural gas transmission by Jinran China
Resources for the period from 1 January 2018 to 31 December 2020.

The said gas transportation fees are calculated based on the actual volume of natural gas and actual
distance transmitted at RMBO.8 per 1,000 cubic metres per kilometre. The annual caps for the said gas
transportation fees for the year ended 31 December 2018 and the years ending 31 December 2019 and 31
December 2020 are RMB7,600,000, RMB9,120,000 and RMB10,950,000, respectively. Actual transaction
amount for the Year was RMB3,975,000.
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The entering into the New Gas Transportation Contract between Jinran China Resources and the Company
constitutes continuing connected transactions of the Company under Chapter 14A of the Listing Rules.

As the applicable percentage ratios as defined under Rule 14.07 of the Listing Rules for the highest
annual cap in respect of the New Gas Transportation Contract is more than 0.1% but less than 5%,
the transactions contemplated under New Gas Transportation Contract are subject to the annual review,
reporting and announcement requirements under Chapter 14A of the Listing Rules, but exempt from
independent shareholders’ approval requirements.

For details, please refer to the announcement of the Company dated 8 March 2019.
Gas Provision
Supplemental Agreements to 2017 Taihua Gas Provision Contract

In the light of the September Directive, on 2 March 2018, the Company entered into supplemental
agreements to the gas provision contract dated 31 October 2014 in respect of the supply of natural gas to X
EIREM R AR AT (Tianjin Taihua Gas Co., Ltd*, “Taihua Gas”) by the Company (the “Gas Provision”) for
the year ended 31 December 2017 (“2017 Taihua Gas Provision Contract”) with Taihua Gas to agree on the
unit price of natural gas provided by the Company to Taihua Gas for the period from 1 September 2017 to
31 December 2017. Pursuant to the last pricing directive issued by the Commission before the September
Directive, the directive price for the supply of natural gas by the Company to Taihua Gas was approximately
RMB2.207 per cubic metre (tax excluded). Taihua Gas and the Company had agreed that the weighted
average unit price of natural gas supplied by the Company to Taihua Gas was approximately RMB2.265 per
cubic metre (tax excluded) for the period from 1 September 2017 to 31 December 2017. Save as disclosed
above, all the terms of the 2017 Taihua Gas Provision Contract remain unchanged.

For details, please refer to the Company’s announcements dated 31 October 2014, 30 December 2014 and
2 March 2018, and the circular of the Company dated 12 December 2014.

On 29 December 2017, the Board resolved to set an annual cap of RMB50,000,000 (the “Additional 2018
Cap”) for the Gas Provision for the year ending 31 December 2018 before obtaining the approval of the
independent Shareholders. In arriving at the Additional 2018 Cap, the Company has considered, among
others, the following factors: (i) past consumption and growth in demand of natural gas in Tianjin city; (ii) the
historical figure of transactions with Taihua Gas, being RMB170,717,000, for the year ended 31 December
2016; (iii) an additional buffer of approximately 10% to ensure constant supply of gas at peak season; and
(iv) the proposed date of the EGM i.e. 21 March 2018. The Directors consider that the Additional 2018 Cap
is fair and reasonable. All the applicable percentage ratios as defined under Rule 14.07 of the Listing Rules
for the Additional 2018 is less than 5%.

Please refer to the Company’s announcement dated 10 November 2017 and 29 December 2017.

For identification purposes only
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*

New Gas Provision Contract

On 4 June 2018, the Company entered into a new gas provision contract (the “New Gas Provision Contract”)
with Taihua Gas in respect of the Gas Provision from 1 January 2018 and for a term of three years up
to 31 December 2020, with the annual caps not exceeding RMB219,594,599, RMB230,574,329 and
RMB242,103,045, to amend and reinstate as appropriate the gas provision contract dated 10 November
2017. Actual transaction amount for the Year was RMB178,992,000.

As at the date of this report, Taihua Gas was indirectly owned as to 70% by Tianjin Gas (a controlling
shareholder of the Company holding 1,297,547,800 Domestic Shares, representing approximately 70.54%
of the total issued shares of the Company) and 30% by KEZRERELRABRAAE (Tanjin TEDA
Investment Holding Co, Ltd.*), respectively. Accordingly, Taihua Gas is a connected person of the Company,
and the entering into of the New Gas Provision Contract between Taihua Gas and the Company constitutes
continuing connected transaction of the Company under Chapter 14A of the Listing Rules.

As one or more of the applicable percentage ratios as defined under Rule 14.07 of the Listing Rules
for the annual caps for the New Gas Provision Contract exceed 5%, the New Gas Provision Contract is
subject to, inter alia, the independent shareholders’ approval, reporting, annual review and announcement
requirements under Chapter 14A of the Listing Rules.

The New Gas Provision Contract and the transactions contemplated thereunder were approved by the
Shareholders at the extraordinary general meeting of the Company held on 26 June 2018.

For details, please refer to the notice of the extraordinary general meeting of the Company dated 23 March
2018, the announcements of the Company dated 4 June 2018 and 26 June 2018, and the circular of the
Company dated 8 June 2018.

For identification purposes only
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REVIEW BY INDEPENDENT NON-EXECUTIVE DIRECTORS AND
AUDITORS

In accordance with the provisions of the Listing Rules, the independent non-executive Directors have reviewed the

above continuing connected transactions. In their opinion, the continuing connected transactions were:

(i)

(i)

in the ordinary and usual course of business of the Group;

either on normal commercial terms or, if there are not sufficient comparable transactions to judge whether
they are on normal commercial terms, on terms no less favourable than terms available to or from
independent third parties;

in accordance with relevant agreements governing such transactions; and

on terms that are fair and reasonable and in the interests of the Company and the shareholders of the
Company as a whole.

In addition, the Company’s auditors have also confirmed in writing to the Board (copied to the Stock Exchange) in

respect of the continuing connected transactions disclosed above that:

(i)

(i)

(iii)

(iv)

nothing had come to their attention that causes them to believe that the disclosed continuing connected
transactions had not been approved by the Company’s Board;

for transactions involving the provision of goods and services by the Group, nothing had come to their
attention that caused them to believe that the transactions were not, in all material respects, in accordance
with the pricing policies governing such transactions;

nothing had come to their attention that causes them to believe that the transactions were not entered into,
in all material respects, in accordance with the relevant agreements governing such transactions; and

with respect to the aggregate amount of each of the continuing connected transactions set out in the

attached list of continuing connected transactions, nothing had come to their attention that causes them to
believe that the continuing connected transactions had exceed the annual cap as set by the Company.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED
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Non-Exempt Connected Transactions
Connected Transaction in relation to Purchase of Gas Meters

On 12 February 2018, the Company entered into a purchase agreement (the “Purchase Agreement”) with X2
T ERMRE R EABR A B (Tanjin Yumin Gas Meter Co., Ltd.*, “Tianjin Yumin”), pursuant to which Tianjin Yumin
agreed to sell and the Company agreed to purchase up to 45,000 gas meters at an aggregate purchase price of
RMB15,615,000 (equivalent to approximately HK$19,362,600 as at 12 February 2018).

As the highest applicable percentage ratio (as defined under the Listing Rules) for the Purchase Agreement, either
on a standalone basis or when aggregated with the purchase and sales agreement dated 18 October 2017, is more
than 0.1% but below 5%, the Purchase Agreement and the transactions contemplated thereunder are subject
to the reporting and announcement requirements but are exempt from the independent shareholders’ approval
requirement under Chapter 14A of the Listing Rules. For details, please refer to the announcement of the Company
dated 12 February 2018.

EXEMPTED CONNECTED TRANSACTIONS

The following related party transactions disclosed in note IX.5 to the financial statements of this Report are fully
exempt connected transaction or continuing connected transaction under Chapter 14A of the Listing Rules:

1. The Company supplied natural gas to Tianjin Binhai China Petroleum Gas Company Limited (KZ&&
R R AR EERF]), Tanjin Heat Company Limited (K3EME# A HEE A F), Tanjin Liquefied Gas
Construction Limited (K2 &L RA TE AR A A]) and Tianjin Jinneng Investment Company Limited ( X
ETIE IR E AR A 7)) which are subsidiaries of Tianjin Energy, a controlling shareholder of the Company,
and thus connected person of the Company under Listing Rules. The total sales amounted to RMB213,000,
RMB554,000, RMB4,000 and RMB28,000 respectively for the Period;

2. Tianjin Yixiao Gas Construction Development Limited ( KZEM AR T2 R AR AF]) (“Tianjin Yixiao”),
a subsidiary of Tianjin Energy, a controlling shareholder of the Company, and thus connected person of the
Company under Listing Rules provided gas meters installation services to the Company. The total gas meters

installation services amounted to RMB6,652,000 for the Period; and

3. Tianjin Yixiao provided internet services to the Company, the total internet services amounted to RMB81,000
for the Period.

* For identification purposes only
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As each of the abovementioned connected transaction or continuing connected transactions was on normal
commercial terms and each of the applicable percentage ratios is (for continuing connected transactions, on
an annual basis) less than 0.1%, each of these transactions was exempt from the reporting, annual review,
announcement and independent shareholders’ approval requirements under the Listing Rules.

Save as disclosed above, the Directors consider that those material related party transactions disclosed in note 1X.5
to the financial statements of this Report did not fall under the definition of “connected transactions” or “continuing
connected transactions” (as the case may be) in Chapter 14A of the Listing Rules which are required to comply
with any of the reporting, announcement or independent shareholders’ approval requirements under the Listing
Rules.

The above connected transactions and continuing connected transactions has followed the policies and guidelines
when determining the price and terms of the transactions conducted for the year ended 31 December 2018.

PERMITTED INDEMNITY

During the Year, the Company has arranged Directors’ and officers’ liability insurance for all Directors and senior
management of the Company. The insurance covers the corresponding costs, charges, expenses and liabilities for
legal action of corporate activities against them.

MAJOR CUSTOMERS AND SUPPLIERS

The five largest customers of the Group together accounted for approximately 52% of the Group’s total turnover
for the Year, with the largest customer accounted for approximately 26%. The five largest suppliers of the Group
together accounted for approximately 98% of the Group’s total purchases for the year, with the largest supplier
accounted for 94%.

Except Jinran China Resources, a company owned as to 51% by Tianjin Gas, a controlling shareholder of the
Company, is a major supplier of the Group, at no time during the Year did a Director, an associate of a Director or
a Shareholder (which to the knowledge of the Directors owns more than 5% of the Company’s issued share capital)
have an interest in any of the Group's five largest customers or suppliers.

AUDIT COMMITTEE

The Company has established an audit committee with written terms of reference in compliance with the Listing
Rules. The primary duties of the audit committee are to review and to provide supervision over the financial
reporting process and risk management and internal control system of the Group. The Audit Committee comprises
the three independent non-executive Directors, Mr. Guo Jia Li, Mr. Zhang Ying Hua and Mr. Yu Jian Jun. The Audit
Committee has reviewed the report and the results for the Year.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED
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SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the knowledge of the Directors, at least
25% of the Company'’s total issued share capital was held by the public as at the date of this report.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Articles or the laws of the PRC, which would
oblige the Company to offer new shares on a pro-rata basis to existing shareholders.

AUDITORS

Deloitte Touche Tohmatsu (“Deloitte”) had resigned as auditors of the Company with effect from 18 November
2016. Deloitte has decided to cease to act as the Company’s auditors as Deloitte and the Company could not reach
a consensus on the audit fee for the audit of the consolidated financial statements of the Group for the financial
year ended 31 December 2016.

On the same day, Ernst & Young has been appointed as the auditors of the Company to fill the casual vacancy
following the resignation of Deloitte.

Starting from the financial year ended 31 December 2017, the Company adopted the China Accounting Standards
for Business Enterprises in preparation of the financial statements of the Company. Accordingly, as approved by
the Shareholders at an extraordinary general meeting of the Company held on 29 December 2017, Ernst & Young
has been terminated as the international auditors of the Company; and Ernst & Young Hua Ming LLP has been
appointed as the sole auditors of the Company.

The consolidated financial statements of the Group for the years ended 31 December 2017 and 31 December
2018 have been audited by Ernst & Young Hua Ming LLP, certified public accountants.

A resolution will be submitted to the forthcoming annual general meeting of the Company to re-appoint Ernst &
Young Hua Ming LLP as the auditors of the Company.

MATERIAL CONTRACTS

Save as disclosed in this report, no contract of significance has been entered into during the Reporting Period
between the Company or any of its subsidiaries and the controlling shareholder or its subsidiaries.

EQUITY-LINKED AGREEMENTS

For the year ended 31 December 2018, the Company has not entered into any equity-linked agreement.
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Annual General Meeting And Book Closure Period

The annual general meeting of the Company is expected to be held on 26 June 2019 (Wednesday) at 3:00 p.m.
at Floor 9, Gangao Tower, 18 Zhengzhou Road, Heping District, Tianjin, PRC and notice of the annual general
meeting (“AGM”) will be published and despatched in the manner as required by the Listing Rules. To ascertain
the entitlement to attend and vote at the AGM, the register of members of the Company will be closed from 27 May
2019 to 26 June 2019 (both days inclusive) during which no transfer of shares will be registered. In order to be
eligible to attend and vote at the AGM, all transfer forms accompanied by the relevant share certificates must be
lodged with the Company’s H Share Registrar, Computershare Hong Kong Investor Services Limited at Shops 1712-
1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, for registration no later than
4:30 p.m. on 24 May 2019.

On behalf of the Board
Tianjin Jinran Public Utilities Company Limited
Zhao Wei
Chairman
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Level 16, Ernst & Young Tower DhEtRmREERRZ 15 Fax f8E: +86 10 8518 8298

Ernst &Young HuaMing LLP R K EAEFTMERMR (AR EESH) Tel EFE: +86 10 5815 3000
EY::

Oriental Plaza REBEBRAKIZ16/E ey.com
No. 1 East Chang An Avenue BRBARTS - 100738

Dong Cheng District

Beijing, China 100738

Ernst & Young Hua Ming (2019) Shen Zi No.61311187_L01
Tianjin Jinran Public Utilities Company Limited

To the shareholders of TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED:

1.

OPINION

We have audited the financial statements of Tianjin Jinran Public Utilities Company Limited (the “Company”)
and its subsidiaries (the “Group”) set out on Page 86 to 219, which comprise the consolidated and
company statements of financial position as at 31 December 2018, and the consolidated and company
statements of profit or loss, statements of changes in equity and statements of cash flows for the year then
ended, and the notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material aspects, the consolidated
and company financial position of Tianjin Jinran Public Utilities Company Limited as at 31 December
2018 and the consolidated and company financial performance and cash flows for the year then ended in
accordance with Accounting Standards for Business Enterprises.

BASIS FOR OPINION

We conducted our audit in accordance with China Standards on Auditing. Our responsibilities under those
standards are further described in the Auditor's responsibilities for the audit of the financial statements
section of our report. We are independent in accordance with the Code of Ethics for Chinese Certified Public
Accountants (the “Code”), and we have fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.
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Ernst & Young Hua Ming (2019) Shen Zi No. 61311187_L01
Tianjin Jinran Public Utilities Company Limited

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. For each matter below, our description of how our audit addressed the
matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the financial
statements section of our report, including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the risks of material misstatement of
the financial statements. The results of our audit procedures, including the procedures performed to address

the matters below, provide the basis for our audit opinion on the accompanying financial statements.

Key audit matter
Impairment of trade receivables

At 31 December 2018, the gross carrying amount
of trade receivables was RMB100,947,248.25,
and the gross bad debts provision amounted to
RMB15,756,852.43. According to the accounting
policies presented in Note II.7 and Note 111.27 to the
consolidated financial statements, the impairment of
trade receivables is made based on assessment of the
expected credit loss model. Significant management
judgements need to be made during the assessment
process. Management considers various factors
which include the ageing of the balances, locations
of customers, existence of disputes, recent historical
payment patterns and status, taking into account
forward-looking adjustment factors in combination with
economic policies, macroeconomic indicators, industry
risks and any other available information concerning
the creditworthiness of customers.

The Group’s disclosures about impairment of trade
receivables are included in Note V.3 to the consolidated
financial statements.

How our audit addressed the key audit matter

Our procedures to assess the impairment of
trade receivables included, but are not limited
to, assessing the reasonableness of the expected
credit loss model used by management, including
management’s risk classification of trade
receivables, taking into account forward-looking
adjustment factors and comparing historical
repayments to assess the customers’ financial
repayment capacity; checking the significant
carrying amount, ageing analysis and overdue
amount analysis by customer to review the
rationality of the basic data of management to
account for the impairment of trade receivables;
making inquiry about management’s special
consideration, examining the subsequent receipts
by checking against bank receipts and paying
attention to the return of trading receivables and
the adequacy of bad debts provision.
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Ernst & Young Hua Ming (2019) Shen Zi No. 61311187_L01

KEY AUD'T MATTERS (continued)

Key audit matter

Revenue recognition of gas connection contracts

In 2018, the Group realised gas connection income
of RMB89,764,193.35. According to the accounting
policies presented in Note [I11.18 and Note [I1.27 to
the consolidated financial statements, the revenue
from gas connection contract is recognised by using
the completion of performance obligation, measured
by reference to the proportion of cost incurred to date
to the estimated total cost of the relevant contract.
When determining the estimated total cost of contract
and cost incurred, significant estimates are involved.
Management reviews the estimates of both actual cost
and total contract cost in budget prepared for each
contract as the contract progresses.

The Group’s disclosures about revenue from gas
connection contracts are included in Note V.26 to the
consolidated financial statements.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED

Tianjin Jinran Public Utilities Company Limited

How our audit addressed the key audit matter

We have obtained management’'s calculation
sheets of all gas connection contracts which were
in progress as at 31 December 2018 and verified
all the inputs involved, including costs incurred,
total estimated costs and revenue contracts,
examining the construction cost, designing and
supervision cost, gas meters installation cost. We
obtained the relevant contracts, bank payment
slips, report of construction progress status which
has been confirmed by the supervision party,
and evaluated the completion of performance
obligation of gas connection contracts which were
in progress as at 31 December 2018.
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Ernst & Young Hua Ming (2019) Shen Zi No.61311187_L01
Tianjin Jinran Public Utilities Company Limited

OTHER INFORMATION

The management of the Company is responsible for the other information. The other information comprises
the information included in the Annual Report, other than the financial statements and our auditor’s report
thereon.

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

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

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

RESPONSIBILITIES OF MANAGEMENT AND THOSE CHARGED
WITH GOVERNANCE FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation of the financial statements that give a true and fair view in
accordance with Accounting Standards for Business Enterprises, and for such internal control is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

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

Those charged with governance of the Company is responsible for overseeing the Group’s financial reporting
process.
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Ernst & Young Hua Ming (2019) Shen Zi No.61311187_L01
Tianjin Jinran Public Utilities Company Limited

AUDITOR’S RESPONSIBILITY FOR THE AUDIT OF THE
FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with China Standards on Auditing will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with China Standards on Auditing, we exercise professional judgement and
maintain professional scepticism throughout the audit. We also:

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

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

(3) Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the management.

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

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED



AUDITOR'S REPORT (continued)

Ernst & Young Hua Ming (2019) Shen Zi No.61311187_L01
Tianjin Jinran Public Utilities Company Limited

AUDITOR’S RESPONSIBILITY FOR THE AUDIT OF THE
FINANCIAL STATEMENTS (continvea)

As part of an audit in accordance with China Standards on Auditing, we exercise professional judgement and
maintain professional scepticism throughout the audit. We also: (continued)

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

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

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

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance of the Company, we determine those
matters that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that
a matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Ernst & Young Hua Ming LLP Chinese Certified Public Accountant: Zhao Ning
(Engagement partner)

Chinese Certified Public Accountant: Wang Siming

Beijing, the People’s Republic of China 27 March 2019
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2018
Renminbi Yuan

ASSETS

Note V

31 December
2018

31 December
2017

CURRENT ASSETS
Cash and bank balances
Held-for-trading financial assets

Bills receivable and trade receivables

Prepayments

Other receivables
Inventories

Other current assets

Total current assets

NON-CURRENT ASSETS
Long-term equity investments
Fixed assets

Construction in progress
Intangible assets

Deferred tax assets

Total non-current assets

TOTAL ASSETS

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED
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10
11
12

662,221,710.66
606,575,890.41
280,005,554.44
1,264,754.10
5,191,859.67
2,135,759.24
5,800,254.04

487,228,014.40
382,565,865.83
12,330,877.27
13,499,553.24
2,634,474.00
627,839,761.12

1,563,195,782.56

1,526,098,545.86

45,695,863.48
839,676,408.47
3,926,065.93
11,735,671.62
29,354,862.88

45,732,389.46
849,481,538.16
3,251,773.50
12,109,712.19
23,868,683.78

930,388,872.38

934,444,097.09

2,493,584,654.94

2,460,542,642.95




CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)

31 December

31 December 2018

Renminbi Yuan

31 December

LIABILITIES AND SHAREHOLDERS’ EQUITY Note V 2018 2017
CURRENT LIABILITIES

Bills payable and trade payables 15 349,393,394.75 305,598,160.10
Advances from customers - 246,139,859.30
Contract liabilities 16 195,796,913.70 -
Employee benefits payable 17 16,832,231.28 18,046,699.55
Taxes payable 18 40,252,589.68 50,420,556.68
Other payables 43,107,692.71 23,163,380.47
Current portion of non-current liabilities 19 5,003,954.91 3,265,164.61
Provisions 1,612,720.00 1,779,195.48
Total current liabilities 651,999,497.03 648,413,016.19
NON-CURRENT LIABILITIES

Deferred income 20 86,545,594.61 66,589,640.40
Total non-current liabilities 86,545,594.61 66,589,640.40
Total liabilities 738,545,091.64 715,002,656.59
SHAREHOLDERS' EQUITY

Share capital 21 183,930,780.00 183,930,780.00
Capital reserve 22 790,332,352.18 790,332,352.18
Specialised reserve 23 1,317,309.05 -
Surplus reserve 24 121,554,718.66 115,753,744 .82
Retained earnings 25 662,272,428.34 659,620,982.39

Total equity attributable to shareholders
of the Parent

Non-controlling interests

Total shareholders’ equity

TOTAL LIABILITIES AND SHAREHOLDERS’

EQUITY

The financial statements are signed by the following persons:

Legal Representative:
Zhao Wei

Chief Financial Officer:
Wang Quanhong

1,759,407,588.23

1,749,637,859.39

(4,368,024.93)

(4,097,873.03)

1,755,039,563.30

1,745,539,986.36

2,493,584,654.94

2,460,542,642.95

Head of Accounting Department:

An Li
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Year ended 31 December 2018
Renminbi Yuan

Note V 2018 2017

Revenue 26 1,519,525,521.08 1,469,163,857.24
Less: Cost of sales 26 1,483,518,754.04 1,400,787,518.28
Taxes and surcharges 27 1,660,875.80 6,133,954.87
Administrative expenses 28 29,300,558.98 28,555,154.76
Finance costs 29 (17,960,859.14) (15,360,587.32)
including: interest income 18,701,463.11 15,780,791.93

Asset impairment losses 30 - 13,643,273.55
Credit impairment losses 31 416,447.41 -

Add: Other income 32 15,103,303.00 6,195,937.76
Investment income 33 15,444,702.92 15,384,176.92
including: share of profit of an associate 1,081,141.28 2,439,519.37
Operating profit 53,137,749.91 56,984,657.78
Add: Non-operating income 34 142,720.06 38,000.00
Less: Non-operating expenses 35 65,220.68 4,541,015.16
Total profit 53,215,249.29 52,481,642.62
Less: Income tax expense 37 13,764,748.80 13,808,483.67

Net profit

Classified by continuity of operations
Profit from continuing operations

Classified by ownership
Profit attributable to shareholders of the Parent
Profit attributable to non-controlling interests

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED

39,450,500.49

38,673,158.95

39,450,500.49

39,720,652.39
(270,151.90)

38,673,158.95

40,073,261.21
(1,400,102.26)



CONSOLIDATED STATEMENT OF PROFIT OR LOSS (continued)

Year ended 31 December 2018

Renminbi Yuan

Note V 2018 2017
Other comprehensive income, net of tax - —
Total comprehensive income 39,450,500.49 38,673,158.95
Including:
Total comprehensive income attributable to
shareholders of the Parent 39,720,652.39 40,073,261.21
Total comprehensive income attributable to
non-controlling interests (270,151.90) (1,400,102.26)
Earnings per share (RMB/Share) 38
Basic 0.02 0.02
Diluted 0.02 0.02
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2018

Renminbi Yuan

2018
Attributable to shareholders of the Parent
Non- Total
Capital Specialised Surplus Retained controlling shareholders’
Share capital reserve reserve reserve earnings Sub-total interests equity
note 1
. At beginning of the year 183,930,780.00  790,332,352.18 - 115753,744.82  659,620,982.39 1,749,637,859.39 (4,097,873.03) 1,745,539,986.36
Il Movements during the year
(i) Total comprehensive income - - - - 39,720,652.39 39,720,652.39 (270,151.90)  39,450,500.49
(ii) Profit appropriation
1. Transfer to surplus reserve - - - 5,800,973.84 (5,800,973.84) - - -
2. Distribution to shareholder - - - - (31,268,232.60)  (31,268,232.60) - (31,268,232.60)
(iii) Specialised reserve
1. Appropriation for the year - - 1,317,309.05 - - 1,317,309.05 - 1,317,309.05
III. At end of the year 183,930,780.00  790,332,352.18 1,317,309.05  121,554,718.66  662,272,428.34 1,759,407,588.23 (4,368,024.93) 1,755,039,563.30

Note 1: Pursuant to (%24 EEBIREUEAEIEHZE) |, the Group is required to provide safety production funds based
on 1.5% revenue of sales of piped gas and gas transportation of last year. These funds were used for repair, maintenance
and installing safety facilities. The movement of this year refers to the difference between the amount provided according
to relevant laws and the amount utilised during the year.

2017
Attributable to shareholders of the Parent
Non- Total
Share Capital Surplus Retained controlling shareholders'
capital reserve reserve eamings Sub-total interests equity
. At beginning of the year 183,930,780.00 790,332,352.18 110,209,819.32 625,276,444.20 1,709,749,395.70 (2,697,770.77) 1,707,051,624.93
Il Movements during the year
(i) Total comprehensive income - - - 40,073,261.21 40,073,261.21 (1,400,102.26) 38,673,158.95
(ii) Profit appropriation
1. Transfer to surplus reserve - - 5,543,925.50 (5,543,925.50) - - -
2. Transfer to employee bonus and
welfare fund - - = (184,797.52) (184,797.52) = (184,797.52)
III. At end of the year 183,930,780.00 790,332,352.18 115,753,744.82 659,620,982.39 1,749,637,859.39 (4,097,873.03) 1,745,539,986.36
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December 2018

Renminbi Yuan

.Cash flows from investing activities
Cash received from redemption of investments
Cash received from income on investments
Net cash received from disposal of
fixed assets, intangible assets and
other long-term assets

Sub-total of cash inflows from
investing activities

Cash paid for acquisitions of fixed assets,
intangible assets, and other long-term assets
Cash paid for acquisition of investments

Sub-total of cash outflows from
investing activities

Net cash flows from/(used in) investing activities

Note V 2018 2017
1. Cash flows from operating activities

Cash received from the sale of goods or

rendering of services 1,727,756,544.99 1,428,772,548.74
Refunds of taxes 9,256,599.38 1,451,975.85
Cash received relating to other

operating activities 35,140,886.31 18,441,235.79
Sub-total of cash inflows from

operating activities 1,772,154,030.68 1,448,665,760.38
Cash paid for goods and services 1,369,839,242.07 1,281,938,347.28
Cash paid to and on behalf of employees 128,903,235.59 128,602,291.61
Cash paid for all types of taxes 39,490,588.97 32,515,648.95
Cash paid relating to other

operating activities 37,081,505.23 50,053,491.68
Sub-total of cash outflows from

operating activities 1,575,314,571.86 1,493,109,779.52
Net cash flows from/(used in)

operating activities 39 196,839,458.82 (44,444,019.14)

3,607,080,000.00
34,415,769.82

1,690.00

3,467,080,000.00
28,204,724.28

650.00

3,641,497,459.82

3,495,285,374.28

46,733,090.62
3,557,080,000.00

39,407,382.85
3,867,080,000.00

3,603,813,090.62

3,906,487,382.85

37,684,369.20

(411,202,008.57)
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CONSOLIDATED STATEMENT OF CASH FLOWS (continued)

Year ended 31 December 2018
Renminbi Yuan

Note V 2018

2017

3. Cash flows from financing activities
Sub-total of cash inflows from
financing activities

Cash payments for distribution of dividends or
profit and interest expenses

Sub-total of cash outflows from
financing activities

Net cash flows from/(used in) financing activities

4. Effect of foreign exchange rate changes
on cash and cash equivalents

5. Net increase/(decrease) in cash and cash
equivalents

Add: Cash and cash equivalents
at beginning of the year

6. Cash and cash equivalents at end of the year

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED

9,632,902.35

9,632,902.35

(9,632,902.35)

224,890,925.67

286,395,411.22

(455,646,027.71)

742,041,438.93

39 511,286,336.89

286,395,411.22




STATEMENT OF FINANCIAL POSITION

31 December

31 December 2018
Renminbi Yuan

31 December

ASSETS Note XIII 2018 2017
CURRENT ASSETS

Cash and bank balances 661,161,639.66 485,347,138.70
Held-for-trading financial assets 606,575,890.41 -
Bills receivable and trade receivables 1 280,005,554.44 382,565,865.83
Prepayments 1,211,303.85 12,277,427.02
Other receivables 2 5,938,148.17 13,504,715.74
Inventories 2,135,759.24 2,634,474.00
Other current assets 5,800,254.04 627,839,761.12
Total current assets 1,562,828,549.81 1,524,169,382.41
NON-CURRENT ASSETS

Long-term equity investments 3 45,695,863.48 45,732,389.46

Fixed assets
Construction in progress
Intangible assets
Deferred tax assets

Total non-current assets

TOTAL ASSETS

839,676,408.47

849,481,538.16

3,926,065.93 3,251,773.50
11,735,671.62 12,109,712.19
34,354,862.88 28,868,683.78
935,388,872.38 939,444,097.09

2,498,217,422.19

2,463,613,479.50

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED
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STATEMENT OF FINANCIAL POSITION (continued)

31 December 2018
Renminbi Yuan

LIABILITIES AND SHAREHOLDERS' EQUITY

31 December
2018

31 December
2017

CURRENT LIABILITIES

Bills payable and trade payables
Advances from customers

Contract liabilities

Employee benefits payable

Taxes payable

Other payables

Current portion of non-current liabilities
Provisions

Total current liabilities

NON-CURRENT LIABILITIES
Deferred income

Total non-current liabilities

Total liabilities

SHAREHOLDERS’ EQUITY
Share capital

Capital reserve

Specialised reserve
Surplus reserve

Retained earnings

Total shareholders’ equity

TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED

349,347,394.75
195,796,913.70
16,831,939.82
40,251,789.99
40,446,824.71
5,003,954.91
1,612,720.00

305,552,160.10
246,139,859.30

18,046,408.09
50,411,221.67
20,502,512.47
3,265,164.61
1,779,195.48

649,291,537.88

645,696,521.72

86,545,594.61

66,589,640.40

86,545,594.61

66,589,640.40

735,837,132.49

712,286,162.12

183,930,780.00
790,332,352.18

1,317,309.05
121,554,718.66
665,245,129.81

183,930,780.00
790,332,352.18
115,753,744.82
661,310,440.38

1,762,380,289.70

1,751,327,317.38

2,498,217,422.19

2,463,613,479.50




STATEMENT OF PROFIT OR LOSS

Year ended 31 December 2018

Renminbi Yuan

Note XIII 2018 2017

Revenue 4 1,519,525,521.08 1,469,163,857.24
Less: Cost of sales 4 1,483,518,754.04 1,400,787,518.28
Taxes and surcharges 1,660,875.80 6,133,327.61
Administrative expenses 27,745,945.99 25,983,859.96
Finance costs (17,959,582.77) (15,358,713.61)
including: interest income 18,698,292.39 15,775,918.59

Asset impairment losses - 16,078,615.14
Credit impairment losses 416,447.41 -

Add: Other income 15,103,303.00 6,195,937.76
Investment income 5 15,444,702.92 15,384,176.92
including: share of profit of an associate 1,081,141.28 2,439,519.37

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

Total profit
Less: Income tax expense

Net profit

Including: continuing operations

Other comprehensive income, net of tax

Total comprehensive income

54,691,086.53

57,119,364.54

142,720.05 38,000.00
65,161.91 4,541,015.17
54,768,644.67 52,616,349.37

13,764,748.80

12,558,483.67

41,003,895.87

40,057,865.70

41,003,895.87

41,003,895.87

40,057,865.70

40,057,865.70
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STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2018
Renminbi Yuan

2018
Total
Share Capital Specialised Surplus Retained shareholders’
capital reserve reserve reserve earnings equity
note 1
| At beginning of the year 183,930,780.00  790,332,352.18 - 115,753,744.82  661,310,440.38 1,751,327,317.38
II. Movements during the year
(i) Total comprehensive income - - - - 41,003,895.87 41,003,895.87
(if) Profit appropriation
1. Transfer to surplus reserve - - - 5,800,973.84 (5,800,973.84) -
2. Distribution to shareholders - - - - (31,268,232.60)  (31,268,232.60)
(iii) Specialised reserve
1. Appropriation for the year - - 1,317,309.05 - - 1,317,309.05
IIl. At end of the year 183,930,780.00  790,332,352.18 1,317,309.05  121,554,718.66  665,245,129.81 1,762,380,289.70

Note 1: Pursuant to ((EZE24EESEBIRIVNEAEEIE) | the Company is required to provide safety production funds
based on 1.5% revenue of sales of piped gas and gas transportation of last year. These funds were used for repair,
maintenance and installing safety facilities. The movement of this year refers to the difference between the amount

provided according to relevant laws and the amount utilised during the year.

2017
Total
Share Capital Surplus Retained shareholders’
capital reserve reserve earnings equity
. At beginning of the year 183,930,780.00 790,332,352.18 110,209,819.32 626,981,297.70  1,711,454,249.20
IIl. Movements during the year
(i) Total comprehensive income - - - 40,057,865.70 40,057,865.70
(ii) Profit appropriation
1. Transfer to surplus reserve - - 5,543,925.50 (5,543,925.50) -
2. Transfer to employee bonus and
welfare fund - - - (184,797.52) (184,797.52)
[1I. At end of the year 183,930,780.00 790,332,352.18 115,753,744.82 661,310,440.38  1,751,327,317.38
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STATEMENT OF CASH FLOWS

Year ended 31 December 2018

2018

Renminbi Yuan

2017

1. Cash flows from operating activities
Cash received from the sale of goods or rendering of services

Refunds of taxes
Cash received relating to other operating activities

Sub-total of cash inflows from operating activities

Cash paid for goods and services

Cash paid to and on behalf of employees
Cash paid for all types of taxes

Cash paid relating to other operating activities

Sub-total of cash outflows from operating activities
Net cash flows from/(used in) operating activities
.Cash flows from investing activities

Cash received from redemption of investments
Cash received from income on investments

Net cash received from disposal of fixed assets,

intangible assets and other long-term assets

Sub-total of cash inflows from investing activities

Cash paid for acquisitions of fixed assets, intangible assets,

and other long-term assets
Cash paid for acquisition of investments

Sub-total of cash outflows from investing activities

Net cash flows from/(used in) investing activities

1,727,756,544.99
9,256,599.38
35,137,715.58

1,428,772,548.74
1,451,975.85
18,436,362.46

1,772,150,859.95

1,448,660,887.05

1,369,839,242.07
128,831,935.59
39,482,053.65
36,234,594.53

1,281,942,372.74
128,471,793.61
32,502,729.57
48,828,311.36

1,574,387,825.84

1,491,745,207.28

197,763,034.11

(43,084,320.23)

3,607,080,000.00
34,415,769.82

1,690.00

3,467,080,000.00
28,204,724.28

650.00

3,641,497,459.82

3,495,285,374.28

46,733,090.62
3,557,080,000.00

39,407,383.12
3,867,080,000.00

3,603,813,090.62

3,906,487,383.12

37,684,369.20

(411,202,008.84)
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STATEMENT OF CASH FLOWS (continued)

Year ended 31 December 2018
Renminbi Yuan

2018 2017
3. Cash flows from financing activities
Sub-total of cash inflows from financing activities - -
Cash payments for distribution of dividends or
profit and interest expenses 9,632,902.35 -
Sub-total of cash outflows from financing activities 9,632,902.35 -
Net cash flows from/(used in) financing activities (9,632,902.35) -
4. Effect of foreign exchange rate changes on cash
and cash equivalents - -
5. Net increase/(decrease) in cash and cash equivalents 225,814,500.96 (454,286,329.07)
Add: Cash and cash equivalents at beginning of the year 285,347,138.70 739,633,467.77
6.Cash and cash equivalents at end of the year 511,161,639.66 285,347,138.70
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 December 2018
Renminbi Yuan

BASIC INFORMATION

Tianjin Jinran Public Utilities Company Limited, formerly named Tianjin Tianlian Public Utilities Company
Limited (K2 KB AR EERMD AR A R]), is a joint stock limited company registered in Tianjin, the
People’s Republic of China (the “PRC”) on 16 December 1998. The Company's overseas listed foreign
shares (“H Shares”) were listed on the Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The
Company’s office address and headquarters is located at No.18 Zhengzhou Road, Heping District, Tianjin.

The Company’s original registered capital was RMB2 million. Pursuant to a resolution of the shareholders’
meeting passed on 26 November 2001, the registered capital of the Company was increased from
RMB2,000,000.00 to RMB2,849,618.00 with a premium of RMB19,150,382.00 by contribution from
existing shareholders and new investors.

Pursuant to a resolution passed on 12 December 2001, the registered capital of the Company was increased
from RMB2,849,618.00 to RMB69,500,000.00, divided into 69,500,000 Domestic Shares of RMB1 each,
by capitalisation of reserves of the Company as at 30 November 2001. Such transformation of the Company
was approved by JER&#L[20011225% (AR B E R EM R R AREBRAFBEREE SR ERB AAEE
I 15 B R~ B H#ETE ) issued by Tianjin Municipal Government on 26 December 2001.

Pursuant to a resolution of the shareholders’ meeting passed on 28 August 2002, each of Domestic Shares
of RMB1 was sub-divided into 10 Domestic Shares of RMBO.1 each. The registered capital of the Company
after the sub-division of shares was 695 million Domestic Shares of RMBO.1 each.

The Company issued 300,000,000 H Shares and converted 30,000,000 Domestic Shares into H Shares by
way of placing for listing of H Shares on the Growth Enterprise Market (the “GEM”) of the Stock Exchange on
9 January 2004. The Company received net proceeds, after deducting all relevant share issue expenses, of
RMB64,667,255.43 from the new issue of shares by way of public offer and placing (including share capital
of RMB33,000,000.00 and share premium of RMB31,667,255.43).

On 18 April 2005, Tianjin Leason Investment Group Company Limited ( KZBASIEEEE AR A T))
(“Leason”) and Tianjin Gas Group Company Limited (XZEMRTEBBR A7) (“Tianjin Gas”) entered
into a share transfer agreement in relation to the sale of 174,125,000 Domestic Shares (representing 17.5%
of the total issued share capital of the Company) by Leason to Tianjin Gas at a price of RMBO0.23 per share
amounting to a total consideration of RMB40,048,750.00.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

BAS I C I N FOR MATION (continued)

On 28 December 2005, Leason and Tianjin Wanshun Real Estate Company Limited (K2 E|BE 2GR
A\]) (“Tianjin Wanshun”) entered into a share transfer agreement in relation to the sale of 220,025,000
Domestic Shares (representing 22.31% of the total issued share capital of the Company) by Leason to
Tianjin Wanshun at a price of RMBO0.29 per share amounting to a total consideration of RMB63,807,250.00.
On the same day, Ms. Liang Jinggi and Tianjin Wanshun entered into a share transfer agreement in
relation to the sale of 13,900,000 Domestic Shares (representing 1.40% of the total issued share capital
of the Company) by Ms. Liang to Tianjin Wanshun at a price of RMBO0.29 per share amounting to a total
consideration of RMB4,031,000.00.

On 29 May 2007, as approved by the Ministry of Commerce of the People’s Republic of China, the Company
changed to a foreign investment limited liability company. The Company obtained the certificate of approval
and the business licence on 4 June 2007 and 2 August 2007, respectively.

On 13 March 2008, the Company issued 154,600,000 H Shares at a price of HKD1.90 per share (par
value of RMBO.10 each) and converted 15,460,000 Domestic Shares into H Shares by way of placing of
new shares on the GEM. The Company received net proceeds, after deducting all relevant share issue
expenses, of RMB253,009,696.34 (including share capital of RMB17,006,000.00 and the premium of
RMB236,003,696.34).

Pursuant to the announcement of the Company dated on 5 October 2009, the Company entered into an
Assets Acquisition Agreement with Tianjin Gas, pursuant to which the Company conditionally agreed to
acquire assets from Tianjin Gas. To satisfy the consideration, the Company issued 689,707,800 Domestic
Shares (par value of RMBO.10 each) to Tianjin Gas on 7 April 2011 and the transaction was completed on
11 April 2011. The Domestic Shares enjoy equal interests as that of the H Shares. Upon the completion of
the transaction, the total issued share capital of the Company increased to RMB183.93 million. For details of
share capital contribution, please refer to Note V.21.

The Company’s listing has been transferred from the GEM to the Main Board of the Stock Exchange since
18 October 2011.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

BASIC IN FORMATION (continued)

Pursuant to a resolution passed on 20 June 2012, the Company changed its name from Tianjin Tianlian
Public Utilities Company Limited (X2 XH AR E XK HBRAE) to Tianjin Jinran Public Utilities
Company Limited (FKZZRANFBBZERMH BB AEF]) . A new business licence under the new name of the
Company was issued by the Tianjin Administration of Industry and Commerce Bureau ( X;ZH LT HE
¥ Z) on 17 August 2012.

On 1 September 2014, Tianjin Gas and Tianjin Wanshun entered into a share transfer agreement for
the transfer of 235,925,000 Domestic Shares (representing 12.82% of the total issued share capital of
the Company) by Tianjin Wanshun to Tianjin Gas at a price of RMBO0.50 per share amounting to a total
consideration of RMB117,962,500.00. The share transfer was completed on 11 February 2015. Since then,
Tianjin Gas held 64.12% of the total issued share capital of the Company, and Tianjin Wanshun was no
longer the shareholder of the Company.

On 16 October 2014, Tianjin Gas and Tianjin Beacon Coatings Company Limited ( K:ZEEZEGRE A
A]) (“Beacon Coatings”) entered into a share transfer agreement for the transfer of 118,105,313 Domestic
Shares (representing 6.42% of the total issued share capital of the Company) by Beacon Coatings to Tianjin
Gas at nil consideration, subject to the obtaining of the approvals from the relevant government authorities.
Upon the completion of the registration procedures of the share transfer, Tianjin Gas held 70.54% of the
total issued share capital of the Company, and Beacon Coatings was no longer the shareholder of the
Company.

Pursuant to the announcement of the Company dated on 13 January 2015, the registration of the transfer
of all equity interests in Tianjin Gas held by the State-owned Assets Supervision Commission of Tianjin
Municipal Government to Tianjin Energy Investment Company Limited (K28R EEBHRE QN 7))
(“Tianjin Energy”) has been completed. Immediately following the completion of the aforesaid equity transfer,
the Company’s holding company became Tianjin Gas, the Company’s ultimate holding company became
Tianjin Energy, and all shares were held by the State-owned Assets Supervision Commission of Tianjin
Municipal Government.

The principal activities of the Group are the sale and distribution of piped gas, the lease of pipelines, the
operation and management of gas pipeline infrastructure, the sale and installation of gas appliances,
investment, operation of urban gas (subject to obtaining a valid qualification certificate), import and export
according to the state regulations for enterprises, pipeline project, investment consultation and mining
investment.

These financial statements were approved and authorised for issue by the board of directors of the Company
on 27 March 2019. According to the articles of association of the Company, the financial statements will be
submitted to the shareholders’ meeting for approval.

The scope of the consolidated financial statements shall be determined on the basis of control. Refer to Note
VI for the change of scope for the year.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

The financial statements are prepared in accordance with “Accounting Standards for Business Enterprises
— General Principles” issued by the Ministry of Finance of the People’s Republic of China, together with
specific accounting standards, application guidance, interpretations and other related regulations issued and
revised thereafter (Accounting Standards for Business Enterprises, collectively).

The financial statements have been prepared on a going concern basis.

The financial statements are prepared under the historical cost convention, except for certain financial
instruments. If the assets are impaired, corresponding provisions for impairment shall be made according to
relevant rules.

SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

The Group made specific accounting policies and accounting estimates based on the characteristics of
actual production and operation, including the provision for bad debts of receivables, depreciation of fixed
assets, amortisation of intangible assets, recognition and measurement of revenue, recognition of deferred
tax assets, fair value measurement and valuation, etc.

1. Statement of compliance with Accounting Standards for Business
Enterprises

The financial statements present truly and completely, the financial position of the Group and the
Company as at 31 December 2018 and the financial performance and cash flows for the year then
ended in accordance with Accounting Standards for Business Enterprises.

2. Accounting period
The accounting year for the Group is from 1 January to 31 December of each calendar year.

3. Functional currency

The Group’s functional and presentation currency is Renminbi (“RMB”). Unless otherwise stated, the
unit of the currency is RMB yuan.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED Annual Report 2018



NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

4.

Business combinations

Business combinations are classified into business combinations involving entities under common
control and business combinations not involving entities under common control.

Business combinations involving entities under common control

A business combination involving entities under common control is a business combination in
which all of the combining entities are ultimately controlled by the same party or parties both before
and after the business combination, and that control is not transitory. For a business combination
involving entities under common control, the party that, on the combination date, obtains control of
another entity participating in the combination is the acquirer, while that other entity participating in
the combination is the acquiree. The combination date is the date on which the acquirer effectively
obtains control of the acquiree.

Assets and liabilities that are obtained by the acquirer in a business combination involving entities
under common control (including the goodwill generated by the ultimate holding party in the
acquisition of the acquiree) shall be measured at their carrying amounts at the combination date as
recorded in the financial statements by the acquiree. The difference between the carrying amount of
the net assets obtained and the carrying amount of the consideration paid for the combination (or the
aggregate face value of shares issued as consideration) shall be adjusted to share premium under
capital surplus. If the capital surplus is not sufficient to absorb the difference, any excess shall be
adjusted against retained earnings.

Business combinations not involving entities under common control

A business combination not involving entities under common control is a business combination in
which all of the combining entities are not ultimately controlled by the same party or parties both
before and after the combination. For a business combination not involving entities under common
control, the party that, on the acquisition date, obtains control of another entity participating in the
combination is the acquirer, while that other entity participating in the combination is the acquiree.
The acquisition date is the date on which the acquirer effectively obtains control of the acquiree.

The acquirer shall measure the acquiree’s identifiable assets, liabilities and contingent liabilities
acquired in the business combination at their fair values on the acquisition date.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

4.

Business combinations (continuea)
Business combinations not involving entities under common control (continued)

Goodwill is initially recognised at cost being the excess of the aggregate fair value of the consideration
transferred (or the fair value of the equity securities issued) and any fair value of the acquirer’s
previously held equity interest in the acquiree over the net identifiable assets acquired at the
acquisition date. After initial recognition, goodwill is measured at cost less any accumulated
impairment losses. In the event that the sum of the fair value of the consolidation consideration
paid (or the fair value of the equity securities issued) and the fair value of the equity interests in
the acquiree held before the date of acquisition is less than the share of the fair value of the net
identifiable assets of the acquiree acquired in the consolidation, the measurement of the fair value
of the various identifiable assets, liabilities and contingent liabilities of the acquiree acquired and the
fair value of the consolidation consideration paid (or the fair value of the equity securities issued)
and the fair value of the equity interests in the acquiree held before the date of acquisition shall be
reviewed. If the sum of this consideration and other items mentioned above is lower than the fair
value of the net identifiable assets acquired, the difference is, after reassessment, recognised in profit
or loss of the current period.

Consolidated financial statements

The consolidation scope of consolidated financial statements is determined on the basis of control,
including the financial statements of the Company and all of its subsidiaries. A subsidiary is an entity
that is controlled by the Company (including enterprise, divided part of the investee and a structured
entity that is controlled by the Company).

In the preparation of the consolidated financial statements, when the accounting policies of a
subsidiary are different from those of the Company, the Company shall make adjustments to the
financial statements of the subsidiary based on its own accounting policies. All intra-group assets,
liabilities, equities, revenues, expenses and cash flows resulting from intra-group transactions are
eliminated on consolidation in full.

Where the amount of losses of a subsidiary attributable to non-controlling shareholders exceeds the
opening balance of owners’ equity attributable to non-controlling shareholders of the subsidiary, the
excess shall still be allocated against non-controlling interests.
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[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

5.

Consolidated financial statements (continued)

For subsidiaries acquired through business combinations not involving entities under common
control, the operating results and cash flows of the acquiree shall be included in the consolidated
financial statements, from the date on which the Group obtains control, till the Group ceases to have
control on it. While preparing the consolidated financial statements, the acquirer shall adjust the
subsidiary’s financial statements, on the basis of the fair values of the identifiable assets, liabilities
and contingent liabilities recognised on the acquisition date.

For subsidiaries acquired through business combinations involving entities under common control,
the operating results and cash flows of the acquiree shall be included in the consolidated financial
statements from the beginning of the period in which the combination occurs. While preparing the
comparative financial statements, adjustments are made to related items in the financial statements
for the prior period as if the reporting entity established through combination had been in existence
since the ultimate holding party began to exercise control.

The Group shall reassess whether it controls an investee if facts and circumstances indicate that
there are changes to one or more of elements of control.

Cash and cash equivalents
Cash comprises the Group’s cash on hand and deposits that can be readily withdrawn on demand.
Cash equivalents are short-term highly liquid investments held by the Group that are readily

convertible to known amounts of cash and which are subject to an insignificant risk of changes in
value.
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[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

7.

Financial instruments (effective for annual periods beginning on 1
January 2018)

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.

Recognition and derecognition of financial instruments

The Group recognises a financial asset or a financial liability when it becomes a party to the
contractual provisions of a financial instrument.

The Group derecognises a financial asset (or part of a financial asset, or part of a group of similar
financial assets), that is to be written off from the accounts and the statement of financial position
when the following criteria are met:

(1) the rights to receive cash flows from the financial asset have expired;

(2) the Group has transferred its rights to receive cash flows from the financial asset, or has an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; and either (a) has transferred substantially all the risks and rewards of the
financial asset, or (b) has neither transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the financial asset.

If the underlying obligation of a financial liability has been fulfilled, discharged, cancelled, or has
expired, the financial liability is derecognised. If an existing financial liability is replaced by the
same creditor with a new financial liability that has substantially different terms, or if the terms of
an existing financial liability are substantially revised, such replacement or revision is accounted for
as the derecognition of the original liability and the recognition of a new liability, and the resulted
difference is recognised in profit or loss of the current period.

Regular way purchase or sale of financial assets is recognised and derecognised using trade date
accounting. Regular way purchase or sale of financial assets refers to that the financial assets are
delivered to or by the Group under the terms of a contract within a period as specified by law or
general practice. The trade date is the date that the Group undertakes to buy or sell a financial asset.
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[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

7.

Financial instruments (effective for annual periods beginning on 1
January 2018) (continuea)

Classification and measurement of financial assets

The Group’s financial assets are, on initial recognition, classified into the following categories based
on the business model of the Group’s financial asset management and the characteristics of the
financial assets’ contractual cash flows: financial assets measured at fair value through profit or loss
and financial assets measured at amortised cost. A financial asset is initially recognised at fair value.
However, if the initial recognition of trade receivables or bills receivable arising from the sale of goods
or rendering of services does not include significant financing components or does not consider
financing components not exceeding one year, it shall be initially confirmed at the transaction price.

For financial assets measured at fair value through profit or loss, the related transaction expense is
directly recognised in profit or loss for the current period, transaction costs related to other types of
financial assets are included in their initial recognition amount.

Subsequent measurement of a financial asset is determined by its category as follows:
Debt instrument investments measured at amortised cost

Financial assets are classified as financial assets measured at amortised cost if the financial assets
meet the following conditions: The Group’s business model for managing the financial assets is
to collect contractual cash flows; the contractual terms of the financial assets stipulate that cash
flows generated on a specific date is only the payment of the principal and the interest based on
the outstanding principal amount. For such financial assets, the effective interest method is used
for recognition of interest income. The gains or losses arising from derecognition, modification or
impairment are recognised in profit or loss. Such financial assets mainly include cash and bank
balances, trade receivables and bills receivable and other receivables.

Financial assets measured at fair value through profit or loss

Except for the financial assets measured at amortised cost, other financial assets are classified as
financial assets measured at fair value through profit or loss. For such financial assets, fair value is
used for subsequent measurement, and all changes in fair value are recognised in profit or loss for
the current period. Such financial assets are presented as held-for-trading financial assets and are
presented as other non-current financial assets if the expiry date of financial assets is more than one
year from the balance sheet date and the financial assets are expected to be held for more than one
year.
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[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

7.

Financial instruments (effective for annual periods beginning on 1
January 2018) (continued)

Classification and measurement of financial liabilities

The Group’s financial liabilities are, on initial recognition, classified into other financial liabilities.
Transaction costs relating to other financial liabilities are included in the initial recognition amounts.

Subsequent measurement of a financial liability is determined by its category as follows:
Other financial liabilities

After initial recognition, such kind of financial liabilities are measured at amortised cost by using the
effective interest method.

Impairment of financial assets

The Group performs impairment treatment on financial assets measured at amortised cost and
provides impairment provision on the basis of expected credit losses.

Credit loss refers to the difference between all contractual cash flows receivable from the contract
and all cash flows expected to be received by the Group at the original effective interest rate, that
is, the present value of all cash shortages. Among them, financial assets generated or purchased by
the Group which have been credit-depleted shall be discounted according to the actual interest rate
adjusted by the financial assets.

For receivables which do not contain significant financing components, the Group uses a simplified
measurement method to provide loss provision based on the amount of expected credit losses
equivalent to the entire duration of life.
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[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

7.

Financial instruments (effective for annual periods beginning on 1
January 2018) (continuea)

Impairment of financial assets (continued)

In addition to the mentioned financial assets other than the simplified measurement method, the
Group assesses whether the credit risk of financial assets has increased significantly since the initial
recognition on each balance sheet date. If the credit risk has increased significantly since the initial
recognition, as at stage 1, the loss allowance is measured at an amount equal to 12-month expected
credit losses, and the interest income is measured by carrying amount and the effective interest rate;
if the credit risk has increased significantly since initial recognition but not credit-impaired, as at
stage 2, the loss allowance is measured at an amount equal to lifetime expected credit losses, and
the interest income is measured by carrying amount and the effective interest rate; if the financial
assets are credit-impaired at the reporting date, as at stage 3, the loss allowance is measured at an
amount equal to lifetime expected credit losses, and the interest income is measured by amortised
cost and the effective interest rate. The Group assumes that the credit risk on a financial instrument
has not increased significantly since initial recognition if the financial instrument is determined to
have low credit risk at the reporting date.

The Group assesses the expected credit losses based on an individual and a collective basis. The
Group considers credit risk characteristics of different customers, and assesses the expected credit
losses of receivables financial instruments based on an ageing collective basis.

The Group considers reasonable and supportable information about past events, current conditions
and forecasts of future economic conditions when assessing the expected credit losses.

Refer to Note VII.2 for the details of the Group’s judging criteria of significant increase of credit risk,
the definition of the financial assets that are credit-impaired, and the assumption of assessment of
expected credit losses.

When the Group no longer reasonably expects to be able to fully or partially recover the contractual

cash flows of financial assets, the Group writes down the carrying amount of the financial assets
directly.
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[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

7.

Financial instruments (effective for annual periods beginning on 1
January 2018) (continued)

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement
of financial position if there is a currently enforceable legal right to offset the recognised amounts
and there is an intention to settle on the net basis, or to realise the assets and settle the liabilities
simultaneously.

Transfer of financial assets

The financial asset is derecognised if the Group transfers substantially all the risks and rewards of
ownership of the financial asset; and the financial asset is not derecognised if the Group retains
substantially all the risks and rewards of ownership of the financial asset.

If the Group neither transfers nor retains substantially all the risks and rewards of ownership of
the financial asset, the transaction is accounted for as follows: (i) if the Group has not retained
control, the financial asset is derecognised and any resulting assets or liabilities are recognised; or
(ii) if the Group has retained control, the financial asset is recognised to the extent of its continuing
involvement in the transferred financial asset and an associated liability is recognised.

Continuing involvement that takes the form of a guarantee over the transferred asset is recognised
at the lower of the original carrying amount of the financial asset and guarantee amount. Financial
guarantee is the maximum amount of consideration that the Group could be required to repay.
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(continued)

8.

Financial instruments (applicable for annual period of 2017)

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.

Recognition and derecognition of financial instruments

The Group recognises a financial asset or a financial liability when it becomes a party to the
contractual provisions of a financial instrument.

The Group derecognises a financial asset (or part of a financial asset, or part of a group of similar
financial assets), that is to be written off from the accounts and the statement of financial position
when the following criteria are met:

(1) the rights to receive cash flows from the financial asset have expired; or

(2) the Group has transferred its rights to receive cash flows from the financial asset, or has an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; and either (a) has transferred substantially all the risks and rewards of the
financial asset, or (b) has neither transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the financial asset.

If the underlying obligation of a financial liability has been fulfilled, discharged, cancelled, or has
expired, the financial liability is derecognised. If an existing financial liability is replaced by the
same creditor with a new financial liability that has substantially different terms, or if the terms of
an existing financial liability are substantially revised, such replacement or revision is accounted for
as the derecognition of the original liability and the recognition of a new liability, and the resulted
difference is recognised in profit or loss of the current period.

Regular way purchases or sales of financial assets are recognised and derecognised using trade
date accounting. Regular way purchase or sale of financial assets refers to that the financial assets
are delivered to or by the Group under the terms of a contract within a period as specified by law or
general practice. The trade date is the date that an asset is delivered to or by the Group.
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[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

8.

Financial instruments (applicable for annual period of 2017)
(continued)

Classification and measurement of financial assets

The Group's financial assets are, on initial recognition, classified into the following categories: loans
and receivables. A financial asset is initially recognised at fair value. Transaction costs relating to
financial assets of other categories are included in the value initially recognised.

Subsequent measurement of a financial asset is determined by its category:

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. Such kind of financial assets are subsequently measured
at amortised cost using the effective interest method. Gains or losses arising from amortisation or
impairment are recognised in profit or loss of the current period.

Classification and measurement of financial liabilities

The Group’s financial liabilities are, on initial recognition, classified into other financial liabilities.
Transaction costs relating to other financial liabilities are included in the initial recognition amounts.

The subsequent measurement of a financial liability is determined by its category:
Other financial liabilities

After initial recognition, such kind of financial liabilities are measured at amortised costs by using the
effective interest method.
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(continued)

8.

Financial instruments (applicable for annual period of 2017)
(continued)

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement
of financial position if there is a currently enforceable legal right to offset the recognised amounts
and there is an intention to settle on the net basis, or to realise the assets and settle the liabilities
simultaneously.

Impairment of financial assets

The Group assesses at the end of each reporting period the carrying amount of every financial asset.
If there is objective evidence indicating that a financial asset may be impaired, a provision is made
for the impairment. Objective evidence that a financial asset is impaired is one or more events that
occur after the initial recognition of the asset and have an impact (which can be reliably estimated)
on the expected future cash flows of the financial asset. Evidence of impairment may include
indications that a debtor or a group of debtors is experiencing significant financial difficulty, default or
delinquency in interest or principal payments, the probability that they will enter bankruptcy or other
financial reorganisation and observable data indicating that there is a measurable decrease in the
estimated future cash flows.

Financial assets carried at amortised cost

If an impairment loss on a financial asset has been incurred, the carrying amount of the asset is
reduced to the present value of expected future cash flows through the use of allowance account
(excluding future credit losses that have not been incurred). The amount reduced is recognised in
profit or loss. The present value of expected future cash flows is discounted at the financial asset's
original effective interest rate (i.e., effective interest rate computed on initial recognition) and includes
the value of any related collateral. Interest income continues to be accrued on the reduced carrying
amount and is accrued using the rate of interest used to discount the future cash flows for the
purpose of measuring the impairment loss. Including other criteria for allowance account for written
off the carrying value of the impaired financial asset, for loans and receivables, if no collectable
future cash flows are expected, and all related collateral is sold or transferred to the Group, loans and
receivables with related impairment allowances are written off.
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(continued)

8.

Financial instruments (applicable for annual period of 2017)
(continued)

Impairment of financial assets (continued)
Financial assets carried at amortised cost (continued)

For a financial asset that is individually significant, the asset is individually assessed for impairment,
and the amount of impairment is recognised in profit or loss if there is objective evidence of
impairment. For a financial asset that is not individually significant, it is included in a group of
financial assets with similar credit risk characteristics and collectively assessed for impairment. If
no objective evidence of impairment incurs for an individually assessed financial asset (whether the
financial asset is individually significant or not individually significant), it is included in a group of
financial assets with similar credit risk characteristics and collectively assessed for impairment again.
Assets for which an impairment loss is individually recognised is not included in a group of financial
assets with similar credit risk characteristics and collectively assessed for impairment.

If, subsequent to the Group’s recognition of an impairment loss on a financial asset carried at
amortised cost, there is objective evidence of a recovery in value of the financial asset and the
recovery is related to an event occurring after the impairment was recognised, the previously
recognised impairment loss is reversed and recognised in profit or loss. However, the reversal shall
not result in a carrying amount of the financial asset that exceeds what the amortised cost would
have been had the impairment loss not been recognised at the date the impairment is reversed.

Financial assets carried at cost

If there is objective evidence that such an asset is impaired, the difference between its carrying
amount and the present value of expected future cash flows which are discounted at the current
market interest rate is recognised as an impairment loss in profit or loss. Once an impairment loss is
recognised, it cannot be reversed.
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(continued)

8.

Financial instruments (applicable for annual period of 2017)
(continued)

Transfer of financial assets

The financial asset is derecognised if the Group transfers substantially all the risks and rewards
of ownership of the financial asset; the financial asset is not derecognised if the Group retains
substantially all the risks and rewards of ownership of the financial asset.

If the Group neither transfers nor retains substantially all the risks and rewards of ownership of
the financial asset, the transaction is accounted for as follows: (i) if the Group has not retained
control, the financial asset is derecognised and any resulting assets or liabilities are recognised; or
(i) if the Group has retained control, the financial asset is recognised to the extent of its continuing
involvement in the transferred financial asset and an associated liability is recognised.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the carrying amount of the financial asset and the maximum amount of consideration
that the Group could be required to repay.

Receivables

The Group’s recognition standard and method of the provision for bad debts of receivables in 2017
are as follows:

Receivables that are individually significant and are provided for bad debts on an individual basis
Receivables that are individually significant are subject to separate impairment assessment. If there
is objective evidence that the Group cannot collect the receivables on the original terms, bad debts

are provided.

The bad debt provision is made based on the shortfall of the present value of estimated future cash
flows as compared to the carrying amount of the receivables.
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(continued)

9.

Receivables (continuea)

Receivables that are individually insignificant but are provided for bad debts on an individual
basis

Receivables that are individually insignificant but with specific risks are subject to separate
impairment assessment. If there is objective evidence that the Group cannot collect the receivables
on the original terms, bad debts are provided.

The bad debt provision is made based on the shortfall of the present value of estimated future cash
flows as compared to the carrying amount of the receivables.

Receivables for which provision for bad debts made based on portfolio of credit risk
characteristics

Receivables which have been individually assessed for impairment and have not been found
impaired are classified into certain groupings based on their credit risk characteristics. The bad
debt provision is made based on the historical loss experience for the groupings of receivables with
similar credit risk characteristics, taking into consideration of the current circumstances. Based on
the customers relationship, the Group divides receivables into related party group and non-related
party group. Provisions for related party group are based on the analysis of repayment capability and
historical payment status. Provisions for non-related party group are based on the ageing analysis of
the balance, nature of business, existence of disputes, recent historical payment patterns and status
and any other available information concerning the creditworthiness of customers.

Refer to Note 111.7 for the details of the Group’s recognition standard and method of the provision for
bad debts of receivables effective for annual periods beginning on 1 January 2018.
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(continued)

10.

Inventories
Inventories include natural gas, gas meters, gas cookers and low value consumables.

Inventories are initially carried at actual cost. Cost of inventories comprises all costs of purchase,
costs of conversion and other costs. The actual cost of inventories transferred out is determined by
using the first-in first-out method. Low value consumables are amortised by using the immediate
write-off method.

The Group adopts a perpetual inventory system.

At the end of each reporting period, inventories are measured at the lower of cost and net realisable
value. If the cost of inventories is higher than the net realisable value, a provision for decline in value
of inventories is recognised in profit or loss. If factors that previously resulted in the provision for
decline in value of inventories no longer exist, the amount of the write-down is reversed. The reversal
is limited to the amount originally provided for the provision for the decline in value of inventories,
and is recognised in profit or loss of the current period.

Net realisable value is the estimated selling price in the ordinary course of business deducted by

the estimated costs to completion, the estimated selling expenses and the related taxes. Provision is
considered on an individual basis for all inventories.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED

117



118

NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

11. Long-term equity investments

Long-term equity investments include investments in subsidiaries and associates.

A long-term equity investment is recorded at its initial investment cost on acquisition. For a long-term
equity investment acquired through a business combination involving entities under common control,
the initial investment cost of the long-term equity investment is the acquirer’s share of the carrying
amount of acquiree’s equity at the combination date in the consolidated financial statements of the
ultimate holding party; the difference between the carrying amount of the net assets obtained and the
carrying amount of the consideration paid for the combination shall be adjusted to share premium
under capital surplus (if the capital surplus is not sufficient to absorb the difference, any excess shall
be adjusted against retained earnings). The other comprehensive income before the combination
date is accounted for in the disposal of such investment under the same accounting basis applied by
the acquiree in direct disposal of relevant assets and liabilities. The shareholders’ equity recognised
due to acquiree’s movements other than net profits, other comprehensive income and distribution of
profits is recognised in profit or loss of the current period during disposal. If the investment remains
to be classified as long-term equity investment after disposal, the equity is carried forward on a pro
rata basis. If the investment is reclassified as financial instruments after disposal, the equity is carried
forward entirely. For a long-term equity investment through a business combination not involving
entities under common control, the initial investment cost of the long-term equity investment is
the cost of combination (for a business combination not involving entities under common control
achieved in stages that involves multiple exchange transactions, the initial investment cost is carried
at the aggregate of the carrying amount of the acquirer's previously held equity interest in the
acquiree and the new investment cost incurred on the acquisition date). The cost of combination
is the aggregate of the fair values, at the acquisition date, of the assets given, liabilities incurred or
assumed, and equity securities issued by the acquirer, in exchange for control of the acquiree. Other
comprehensive income recognised using the equity method that consists of the initial investment
cost before the date of acquisition should be accounted for in the disposal of such investment
under the same accounting basis applied by the acquiree in direct disposal of relevant assets and
liabilities. The shareholders’ equity recognised due to acquiree’s movements other than net profits,
other comprehensive income, and distribution of profits is recognised in profit or loss of the current
period during disposal. If the investment remains to be classified as long-term equity investment after
disposal, the equity is carried forward on a pro rata basis. If the investment is reclassified as financial
instruments after disposal, the equity is carried forward entirely. For a long-term equity investment
acquired other than through a business combination, the initial investment cost is determined as
follows: for a long-term equity investment acquired by paying cash, the initial investment cost is
the actual purchase price paid and those costs, taxes and other necessary expenditures directly
attributable to the acquisition of the long-term equity investment; for a long-term equity investment
acquired by the issue of equity securities, the initial investment cost is the fair value of the securities
issued.
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(continued)
11. Long-term equity investments (continvea)

For a long-term equity investment where the Company can exercise control over the investee, the
long-term investment is accounted for using the cost method in the Company’s financial statements.
Control is the power over an investee. An investor must have exposure or rights to variable returns
from its involvement with the investee, and the ability to use its power over the investee to affect the
amount of the investor’s returns.

Under the cost method, the long-term equity investment is measured at its initial investment cost.
The cost of long-term equity investment is adjusted if capital is contributed or withdrawn. The cash
dividend or profit distribution declared by the investee is recognised as investment income for the
period.

The equity method is adopted when the Group exercises significant influence on the investee.
Significant influence is the power to participate in the financial and operating policy decisions of the
investee but is not control or joint control with other parties over those policies.

Under the equity method, where the initial investment cost of a long-term equity investment exceeds
the investing enterprise’s interest in the fair values of the investee’s identifiable net assets at the
acquisition date, no adjustment is made to the initial investment cost. Where the initial investment
cost is less than the investing enterprise’s interest in the fair values of the investee’s identifiable net
assets at the acquisition date, the difference is charged to profit or loss of the current period, and the
cost of the long-term equity investment is adjusted accordingly.
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(continued)

11.

Long-term equity investments (continvea)

Under the equity method, the Group recognises its share of the net profits or losses and
other comprehensive income made by the investee as investment income or losses and other
comprehensive income respectively, and adjusts the carrying amount of the investment accordingly.
The Group recognises its share of the investee's net profits or losses after making appropriate
adjustments to the investee’'s net profits and losses based on the fair value of the investee's
identifiable assets at the acquisition date, using the Group’s accounting policies and periods, and
eliminating the portion of the profits or losses arising from internal transactions with its associates,
attributable to the investing entity according to its share ratio (but impairment losses for assets arising
from internal transactions shall be recognised in full), except for the disposal of assets that consist
of operations. The carrying amount of the investment is reduced based on the Group's share of any
profit distributions or cash dividends declared by the investee. The Group’s share of net losses of the
investee is recognised to the extent the carrying amount of the investment together with any long-
term interests that in substance form part of its net investment in the investee is reduced to zero,
except that the Group has the obligations to assume additional losses. The Group adjusts the carrying
amount of the long-term equity investment for any changes in shareholders’ equity of the investee
(other than net profits or losses, other comprehensive income, and profit distribution) and includes
the corresponding adjustments in the shareholders’ equity of the Group.

On disposal of a long-term equity investment, the difference between the proceeds actually
received and the carrying amount is recognised in profit or loss of the current period; for a long-
term equity investment ceased to be accounted for using the equity method on disposal, the other
comprehensive income relevant to the equity method is processed under the same accounting
basis applied by the acquiree in direct disposal of relevant assets and liabilities. Changes in
shareholders’ equity of the investee (other than net profits or losses, other comprehensive income,
and profit distribution) should be recognised as profit or loss of the current period; for a long-term
equity investment remains to be accounted for using the equity method, the other comprehensive
income originally accounted for using the equity method is processed under the same accounting
basis applied by the acquiree in direct disposal of relevant assets and liabilities, and is transferred
to profit or loss of the current period according to the proportion disposed of. Any changes in the
shareholders’ equity of the investee (other than net profits or losses, other comprehensive income,
and profit distribution) included in the shareholders’ equity of the Group is transferred to profit or loss
of the current period on a pro-rata basis according to the proportion disposed of.
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(continued)

12.

Fixed assets

A fixed asset is recognised only when the economic benefits associated with the asset will probably
flow into the Group and the cost of the asset can be measured reliably. Subsequent expenditure
incurred for a fixed asset that meets the recognition criteria shall be included in the cost of the
fixed asset, and the carrying amount of the component of the fixed asset that is replaced shall be
derecognised. Otherwise, such expenditure shall be recognised in profit or loss for the period in
which it is incurred.

Fixed assets are initially measured at cost. The cost of a purchased fixed asset comprises the
purchase price, relevant taxes and any directly attributable expenditure for bringing the asset to
working condition for intended use.

Depreciation is calculated using the straight-line method. The estimated useful lives, estimated
residual value rates and annual depreciation rates of each category of fixed assets are presented as

follows:
Estimated Annual
Useful life residual value rate  depreciation rate
Buildings 40 years 10% 2.25%
Pipelines (high-pressure) 30 years 10% 3%
Pipelines (medium-pressure) 25 years 5% 3.8%
Machinery 10-25 years 10% 3.6-9%
Vehicles 5 years 10% 18%
Electronics, furniture and fixtures 5 years 10% 18%
Mining structures 6 years - 16.67%

The Group reviews the useful life, estimated net residual value of a fixed asset, and the depreciation
method applied at least at each financial year-end, and makes adjustments if necessary.
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[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

13.

14.

Construction in progress

The cost of construction in progress is determined according to the actual expenditure incurred for
the construction, including all necessary construction expenditure incurred during the construction
period and other relevant expenses.

Construction in progress is transferred to fixed assets when the asset is ready for its intended use.
Intangible assets

An intangible asset shall be recognised only when it is probable that the economic benefits
associated with the asset will flow to the enterprise and the cost of the asset can be measured
reliably. Intangible assets are measured initially at cost. However, intangible assets acquired in a
business combination with a fair value that can be measured reliably are recognised separately as
intangible assets and measured at fair value.

The useful life of an intangible asset is determined according to the period over which it is expected
to generate economic benefits for the Group. An intangible asset is regarded as having an indefinite
useful life when there is no foreseeable limit to the period over which the asset is expected to
generate economic benefits for the Group.

The useful lives of the intangible assets are as follows:

Useful life
Land use rights 40-70 years
Software licences 10 years
Mineral rights 6 years

Land use rights that are purchased by the Group are accounted for as intangible assets.

An intangible asset with a finite useful life is amortised using the straight-line method over its
useful life. For an intangible asset with a finite useful life, the Group reviews the useful life and the
amortisation method at least at each financial year-end and makes adjustment if necessary.
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[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)
15. Impairment of assets

The Group determines the impairment of assets, other than the impairment of inventories, deferred
income taxes and financial assets, using the following methods:

The Group assesses at the end of each reporting period whether there is any indication that an asset
may be impaired. If any indication exists that an asset may be impaired, the Group estimates the
recoverable amount of the asset and performs test for impairment. Goodwill arising from a business
combination and an intangible asset with an indefinite useful life is tested for impairment at least
at each year-end, irrespective of whether there is any indication that the asset may be impaired.
Intangible assets that have not been ready for intended use are tested for impairment each year.

The recoverable amount of an asset is the higher of its fair value less costs to sell and the present
value of the future cash flows expected to be derived from the asset. The Group estimates the
recoverable amount on an individual basis. If it is not possible to estimate the recoverable amount of
the individual asset, the Group determines the recoverable amount of the asset group to which the
asset belongs. |dentification of an asset group is based on whether major cash inflows generated by
the asset group are largely independent of the cash inflows from other assets or asset groups.

When the recoverable amount of an asset or asset group is less than its carrying amount, the carrying
amount is reduced to the recoverable amount. The reduction in carrying amount is treated as
impairment loss and recognised in profit or loss of the current period. A provision for impairment loss
of the asset is recognised accordingly.

For the purpose of impairment testing, the carrying amount of goodwill acquired in a business
combination is allocated from the acquisition date on a reasonable basis, to each of the related asset
groups; if it is impossible to allocate to the related asset groups, it is allocated to each of the related
sets of asset groups. Each of the related asset groups or sets of asset groups is an asset group or set
of asset group that is able to benefit from the synergies of the business combination and shall not be
larger than a reportable segment determined by the Group.
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[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

15.

16.

Impairment of assets (continved)

In testing an asset group or a set of asset groups to which goodwill has been allocated for
impairment, if there is any indication of impairment, the Group firstly tests the asset group or set of
asset groups excluding the amount of goodwill allocated for impairment, compares the recoverable
amount with the carrying amount and recognises impairment loss if any. After that, the Group tests
the asset group or set of asset groups including goodwill for impairment. The carrying amount
(including the portion of the carrying amount of goodwill allocated) of the related asset group or set of
asset groups is compared to its recoverable amount. If the carrying amount of the asset group or set
of asset groups is higher than its recoverable amount, the amount of the impairment loss shall firstly
charge against the carrying amount of the goodwill allocated to the asset group or set of asset groups,
and then charge against the carrying amount of other assets (other than the goodwill) within the asset
group or set of asset groups, on a pro rata basis of the carrying amount of each asset.

Once the above impairment loss is recognised, it cannot be reversed in the subsequent accounting
periods.

Employee benefits

Employee benefits are all forms of considerations given by an entity in exchange for services
rendered by employees or for the termination of employment. Employee benefits include short-term
benefits, post-employment benefits, termination benefits and other long-term employee benefits. The
benefits the Group provided to employees’ spouses, children, dependents, and families of deceased
employees also belong to employee benefits.

Short-term benefits

The actual short-term benefits occurred during the accounting period that employees provide
services are recognised as liability in the costs of the relevant assets or profit or loss of the current
period.

Post-employment benefits (Defined contribution plan)

The employees of the Group participate in pension insurance and unemployment insurance which
are managed by the local government, along with supplementary pensions, and the relevant
expenditure is recognised, when incurred, in the costs of the relevant assets or profit or loss of the
current period.
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[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

16.

17.

Employee benefits (continuea)

Termination benefits

The Group recognises a liability and expenses for termination benefits at the earlier of the following
dates: a) when the Group can no longer withdraw the offer of those benefits; and b) when the Group
recognises costs for a restructuring and involves the payment of termination costs.

Provisions

Except for contingent consideration transferred and contingent liability assumed in business
combinations not involving entities under common control, the Group recognises an obligation related
to a contingency as a provision when all of the following conditions are satisfied:

(1) the obligation is a present obligation of the Group;

(2) it is probable that an outflow of economic benefits from the Group will be required to settle the
obligation; and

(3) the amount of the obligation can be measured reliably.

A provision is initially measured at the best estimate of the expenditure required to settle the related
present obligation, with comprehensive consideration of factors such as the risks, uncertainty and
time value of money relating to a contingency. The carrying amount of a provision is reviewed at the
end of each reporting period. If there is clear evidence that the carrying amount does not reflect the
current best estimate, the carrying amount is adjusted to the best estimate.
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[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

18.

Revenue (effective for annual periods beginning on 1 January 2018)

The Group recognises revenue when a performance obligation is satisfied, i.e. when “control” of the
goods or services underlying the particular performance obligation is transferred to the customer.
Taking control of the relevant goods or services means being able to dominate the use of the goods or
the provision of the services and obtain almost all of the economic benefits from them.

Revenue from sales of goods contracts

The Group's contracts with customers for the sale of goods generally include one performance
obligation. The Group has concluded that revenue from the sale of goods should be recognised
at the point in time when control of the goods is transferred to customers based on the following
considerations: a present right to payment for the goods, the transfer of the significant risks and
rewards of the ownership of the goods to the customer, the transfer of the legal title of the goods to
the customer, the customer’s physical possession of the goods and the customer’s acceptance of the
goods.

Revenue from gas connection contracts

The Group’s contracts with customers for the construction contracts generally include performance
obligation in gas connection contracts. As services generated during the Group's performance have
irreplaceable utilisation, and the Group is entitled to collect amounts of cumulative performance
part which have been done up to now, the Group considers such revenue as performance
obligations fulfilled during a period of time and recognises the revenue based on the progress of the
performance, except for the progress of the performance that cannot be reasonably determined.
The Group determines the progress of performance of the services provided in accordance with the
input method. For the progress of the performance that cannot be reasonably determined, when the
performance of the Group is expected to be compensated, the revenue is recognised based on the
amount of costs incurred until the progress of performance can be reasonably determined.
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(continued)

18.

19.

Revenue (effective for annual periods beginning on 1 January 2018)
(continued)

Interest income

Interest income is recognised on a time proportion basis for which the Group’s currency fund is used
by others and the effective interest rate.

Lease income

Lease income from operating leases is recognised on the straight-line basis over the lease term.
Contingent rents are charged to profit or loss in the period in which they actually arise.

Revenue (applicable for annual period of 2017)

Revenue is recognised only when it is probable that the associated economic benefits will flow into
the Group, its amount can be measured reliably, and all of the following conditions are satisfied.

Revenue from sales of goods

The Group recognises revenue when it has transferred to the buyer the significant risks and rewards
of ownership of the goods; the Group retains neither continuing managerial involvement to the degree
usually associated with ownership nor effective control over the goods sold; the associated costs
incurred or to be incurred can be measured reliably. The amount of revenue arising from the sale
of goods is determined in accordance with the consideration received or receivable from the buyer
under contract or agreement, except where the consideration received or receivable under contract
or agreement is not fair. Where the consideration receivable under contract or agreement is deferred,
such that the arrangement is in substance of a financing nature, the amount of revenue arising on
the sale of goods is measured at the fair value of the consideration receivable.
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(continued)

19. Revenue (applicable for annual period of 2017) (continued)

Revenue from gas connection contracts

When the outcome of a fixed price gas connection contract can be estimated reliably at the end
of each reporting period, revenue associated with the transaction is recognised according to the
percentage of completion, or otherwise, the revenue is recognised to the extent of costs incurred
that are expected to be recoverable. The outcome of a gas connection contract can be estimated
reliably when all of the following conditions are satisfied: the amount of revenue can be measured
reliably; the associated economic benefits will probably flow to the Group; the stage of completion
of the transaction can be measured reliably; and the costs incurred and to be incurred for the
transaction can be measured reliably. The stage of completion is determined by the proportion that
costs incurred to date bear to the estimated total contract costs. The total construction contract
revenue from gas connection contracts is determined in accordance with the consideration received
or receivable from the recipient of services under contract or agreement, except those unfair
considerations received or receivable under contract or agreement.

Interest income

Interest income is recognised on a time proportion basis for which the Group’s currency fund is used
by others and the effective interest rate.

Lease income

Lease income from operating leases is recognised on the straight-line basis over the lease term.
Contingent rents are charged to profit or loss in the period in which they actually arise.
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(continued)

20.

Contract assets and contract liabilities (effective for annual periods
beginning on 1 January 2018)

The Group presents contract assets or contract liabilities in the statement of financial position based
on the relationship between the completion of performance obligations and customer payments.

Contract assets

Receivables represent the right to consideration in exchange for goods or services transferred to
a customer unconditionally (that is, only depending on the passage of time). A contract asset is
recognised when the Group is entitled to the right to consideration as transferring goods or services to
a customer and the right depends on factors other than the passage of time.

Contract liabilities

A contract liability represents the Group’s obligation to transfer goods or services to a customer for
which the entity has received consideration from the customer, such as consideration received by an

enterprise prior to the transfer of the promised goods.

The Group offsets contract assets and contract liabilities of same contract and presents in net
amount.
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(continued)

21. Government grants

Government grant is recognised when the Group can comply with the conditions attached to it and it
can be received. If a government grant is in the form of a transfer of a monetary asset, it is measured
at the amount received or receivable. If a government grant is in the form of a transfer of a non-
monetary asset, it is measured at fair value; if fair value is not reliably determinable, it is measured at
a nominal amount.

Pursuant to government documents, if the government grant is a compensation for constructing or
forming long-term assets, the government grant is recognised as government grants related to assets.
When government documents are not stated clearly, the fundamental conditions attached to the grant
should be the criterion for judgements. If the fundamental conditions attached to the grant are for
constructing or forming long-term assets, the government grant is recognised as government grants
related to assets. Otherwise, the government grant is recognised as government grant related to
income.

A government grant related to income is accounted as follows: (a) if the grant is a compensation for
related costs, expenses or losses to be incurred in subsequent periods, the grant is recognised as
deferred income, and recognised in profit or loss or offset the related costs over the periods in which
the related costs, expenses or losses are recognised; (b) if the grant is a compensation for related
costs, expenses or losses already incurred, it is recognised immediately in profit or loss or offset the
related costs of the current period.

A government grant related to an asset shall offset the book value of related assets, or be recognised
as deferred income, and reasonably and systematically amortised to profit or loss over the useful
life of the related asset. However, a government grant measured at a nominal amount is recognised
immediately in profit or loss of the current period. If related assets have been sold, disposed of,
scrapped or damaged, the unamortised deferred income should be recognised in profit or loss in the
period of disposal.
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(continued)
22. Income tax

Income tax comprises current and deferred tax. Income tax is recognised as income or expense
in profit or loss of the current period, or recognised directly in shareholders’ equity if it arises from
adjustments for goodwill from a business combination or relates to a transaction or event which is
recognised directly in shareholders’ equity.

The Group measures a current tax asset or liability arising from the current and prior periods based
on the amount of income tax expected to be paid by the Group or returned by the tax authority
calculated according to related tax laws.

For temporary differences at the end of each reporting period between the tax bases of assets and
liabilities and their carrying amounts, and temporary differences between the carrying amounts and
the tax bases of items, the tax bases of which can be determined for tax purposes but which have not
been recognised as assets and liabilities, deferred taxes are provided using the liability method.

A deferred tax liability is recognised for all taxable temporary differences, except:

(1) Where the taxable temporary differences arise from the initial recognition of goodwill, or the
initial recognition of an asset or liability in a transaction which contains both of the following
characteristics: (i) the transaction is not a business combination; and (ii) at the time of the
transaction, it affects neither accounting profit nor taxable profit or deductible loss.

(2) In respect of taxable temporary differences associated with investments in subsidiaries, joint
ventures and associates, where the timing of the reversal of the temporary differences can
be controlled and it is probable that the temporary differences will not be reversed in the
foreseeable future.
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(continued)

22.

Income tax (continued)

A deferred tax asset is recognised for deductible temporary differences, carryforward of unused
deductible tax losses and tax credits, to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and the carryforward of deductible tax
losses and tax credits can be utilised, except:

(1) Where the deductible temporary differences arise from a transaction that is not a business
combination and, at the time of the transaction, neither the accounting profit nor taxable profit
or deductible loss is affected.

(2) In respect of the deductible temporary differences associated with investments in
subsidiaries, joint ventures and associates, a deferred tax asset is only recognised to the
extent that it is probable that the temporary differences will be reversed in the foreseeable
future and taxable profit will be available against which the temporary differences can be
utilised in the future.

At the end of each reporting period, deferred tax assets and liabilities are measured at the tax rates
that are expected to apply to the period when the asset is realised or the liability is settled, according
to the requirements of tax laws. The measurement of deferred tax assets and deferred tax liabilities
reflects the tax consequences that would follow from the manner in which the Group expects at the
end of each reporting period, to recover the assets or settle the liabilities.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profit will be available in
future periods to allow the deferred tax assets to be utilised. Unrecognised deferred tax assets are
reassessed at the end of each reporting period and are recognised to the extent that it has become
probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to
be recovered.

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally
enforceable right to set off current tax assets and current tax liabilities, and the deferred tax assets
and deferred tax liabilities relate to income taxes levied by the same taxation authority on either the
same taxable entity or different taxable entities which intend either to settle current tax liabilities and
assets on a net basis, or to realise the assets and settle the liabilities simultaneously, in each future
period in which significant amounts of deferred tax liabilities or assets are expected to be settled or
recovered.
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(continued)

23.

24.

25.

Leases

A finance lease is a lease that transfers in substance all the risks and rewards incidental to ownership
of an asset. An operating lease is a lease other than a finance lease.

In the case of the lessee of an operating lease

Lease payments under an operating lease are recognised by a lessee on the straight-line basis over
the lease term, and either included in the cost of the related asset or charged to profit or loss of the
current period. Contingent rents are charged to profit or loss in the period in which they actually
arise.

In the case of the lessor of an operating lease

Rent income under an operating lease is recognised by a lessor on the straight-line basis over the
lease term, through profit or loss. Contingent rents are charged to profit or loss in the period in which
they actually arise.

Distribution of profit

The cash dividends of the Company are recognised as a liability after being approved in a
shareholders’ meeting.

Safety production funds

Safety production funds provided according to the regulations are included in costs of related
products or profit or loss, and credited to the specialised reserves. They are treated differently when
being utilised: (1) the specialised reserves are offset against for those attributable to the expense
nature; (2) the cumulative expenditures are recognised as a fixed asset for those attributable to the
fixed asset nature when the working condition for the intended use is reached, and at the same
time, specialised reserves are offset against with the full depreciation of the fixed asset, at the same
amount.
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26. Fair value measurement

The Group measures held-for-trading financial assets at fair value at the end of each reporting period.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is
based on the presumption that the orderly transaction to sell the asset or transfer the liability takes
place in the principal market for the asset or liability or in the most advantageous market for the
asset or liability when a principal market is absent. The principal or the most advantageous market
must be accessible to by the Group at the measurement date. The fair value of an asset or a liability
is measured using the assumptions that market participants would use when pricing the asset or
liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that
is significant to the fair value measurement as a whole: Level 1 — based on quoted prices unadjusted
in active markets for identical assets or liabilities; Level 2 — based on valuation techniques for which
the lowest level input that is significant to the fair value measurement is observable, either directly or
indirectly; Level 3 — based on valuation techniques for which the lowest level input that is significant
to the fair value measurement is unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Group determines whether transfers have occurred between levels in the hierarchy by reassessing
categorisation at the end of each reporting period.
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27. Significant accounting judgements and estimates

The preparation of the financial statements requires management to make judgements, estimates
and assumptions that will affect the reported amounts and disclosure of revenue, expenses, assets
and liabilities, and the disclosure of contingent liabilities at the end of each reporting period.
Uncertainty about these assumptions and estimates could result in outcomes that could require a
material adjustment to the carrying amounts of the assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies, management has made the following
judgements which have the most significant effect on the amounts recognised in the financial
statements:

Measurement of progress towards completion of performance obligation in gas connection contracts

The Group adopts the input method to determine the progress towards completion of performance
obligation in gas connection contracts. Specifically. the progress of completion is measured
with reference to the actual construction costs incurred as a percentage of the total estimated
construction costs, and the actual construction costs incurred till the end of the reporting period
contain direct costs and related indirect costs. The Group considers that contract price of a gas
connection contract with customer is determined with reference to the costs, and the progress
towards completion of performance obligation can be reasonably reflected by reference to the actual
construction costs incurred as a percentage of the total estimated construction costs. The Group
recognises revenue from gas connection contracts using the percentage of completion. Since the
duration of construction contracts usually falls into different accounting periods, the Group reviews
and revises the estimates in the budget for the construction costs prepared by each contract along
with the contract progresses, and the revenue will be adjusted accordingly.

The contractual cash flow characteristics

The classification of financial assets at initial recognition depends on the contractual cash flow
characteristics of the financial assets. When it is necessary to judge whether the contractual cash
flow is only the payment of the principal and the interest based on the outstanding principal, the
correction of the time value of the currency is included. In the assessment, it is necessary to judge
whether there is a significant difference compared with the benchmark cash flow.
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(continued)

27.

Significant accounting judgements and estimates (continuea)
Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the
end of each reporting period, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the future accounting periods, are described below.

Impairment of financial instruments

The Group uses the expected credit loss model to assess the impairment of financial instruments.
The application of the expected credit loss model requires significant judgements and estimations,
and all reasonable and evidenced information, including forward-looking information, should be
considered. In making such judgements and estimations, the Group infers the expected changes
in the debtor’s credit risk based on the historical repayment data in combination with economic
policies, macroeconomic indicators, and industry risks.

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that
sufficient taxable profits will be available against which the losses can be utilised. Significant
management judgement is required to determine the amount of deferred tax assets that can be
recognised, based upon the likely timing and level of future taxable profit together with future tax
planning strategies.
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28.

Changes in accounting policies and accounting estimates
Changes in accounting policies

In 2017, the Ministry of Finance announced the revised “Accounting Standard for Business
Enterprises No.14 — Revenue” (the “New Revenue Standard”), “Accounting Standard for Business
Enterprises No.22 — Recognition and measurement for financial instruments”, “Accounting
Standard for Business Enterprises No.23 — Transfer of financial assets”, “Accounting Standard for
Business Enterprises No.24 — Hedging” and “Accounting Standard for Business Enterprises No.37 —
Presentation of financial instruments” (the “New Financial Instruments Standard”). The Group began
to implement the accounting treatment to the above newly revised standards from 1 January 2018.
According to the convergence rules, the information for the comparative period will not be adjusted
and opening retained earnings or other comprehensive income will be retrospectively adjusted since
the difference between the implementation of the new standards and the current standards on the
first day.

The New Revenue Standard

The New Revenue Standard establishes a new revenue recognition model for regulating revenue
generated from contracts with customers. According to the New Revenue Standard, the way in which
the revenue is recognised should reflect the mode in which the entity transfers goods or services
to customers. The amount of revenue should reflect the amount of consideration that the entity is
expected to receive due to the transfer of such goods and services to the customer. At the same time,
the New Revenue Standard also regulates the judgements and estimates required for each aspect
of revenue recognition. The Group only adjusts the cumulative impact of contracts that have not
been completed on 1 January 2018. For changes to contracts that occurred before 1 January 2018,
the Group adopted a simplified treatment method that all contracts were changed according to the
contract and the final arrangement identifies the performance obligations that have been and have
not been fulfilled, determines the transaction price, and apportions the transaction price between the
fulfilled and outstanding performance obligations.
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28. Changes in accounting policies and accounting estimates (continved)
Changes in accounting policies (continued)
The New Revenue Standard (continued)

Impacts of the adoption of the New Revenue Standard on items of the consolidated and company
statement of financial position at 1 January 2018 are as follows:

Item 31 December 2017 Reclassification Remeasurement 1 January 2018

Current liabilities

Advances from customers 246,139,859.30 (246,139,859.30) - -
Contract liabilities - 246,139,859.30 - 246,139,859.30

Impacts of the adoption of the New Revenue Standard on the consolidated and company financial
statements for the year ended 31 December 2018 are as follows:

Consolidated and company statement of financial position

31 December 2018

31 December 2018 assuming

under implementing the

new standards original standards

Item for revenue Reclassification for revenue
Current liabilities

Advances from customers - 195,796,913.70 195,796,913.70

Contract liabilities 195,796,913.70 (195,796,913.70) =
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28. Changes in accounting policies and accounting estimates (continved)
Changes in accounting policies (continued)
The New Financial Instruments Standard

The New Financial Instruments Standard changes the classification and measurement of financial
assets and requires three major measurement categories: financial assets are measured at amortised
cost, fair value through other comprehensive income, or fair value through profit or loss, based
on both the entity’s business model for managing the financial assets and the financial asset's
contractual cash flow characteristics. Equity investments shall be measured at fair value through
profit or loss. However, the Company can select to designate non-transactional equity investments
measured at fair value through other comprehensive income at the date of initial application and the
election is irrevocable.

The New Financial Instruments Standard requires an “expected credit loss” model for recognition
and measurement of impairment in financial assets instead of an “objective evidence of impairment”
model. The expected credit loss model is applied in financial assets measured at amortised cost or
fair value through other comprehensive income, loan commitments and guarantee contracts.

Certain structured deposits held by the Group are linked to variables such as gold price and foreign
exchange rate. The Group accounted for the derivatives embedded in the structured deposits
separately, and the main debt contract was presented as cash and bank balances before 1 January
2018. After 1 January 2018, the Group analysed the characteristics of its overall contract cash flow,
arguing that the cash flow of the contract represented more than the payment of the principal and
interest based on the outstanding principal, and therefore the structured deposits are reclassified
as financial assets measured at fair value through profit or loss and presented as held-for-trading
financial assets.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

28. Changes in accounting policies and accounting estimates (continved)
Changes in accounting policies (continued)
The New Financial Instruments Standard (continued)
On the first adoption date, the compared results of financial assets classified and measured in
accordance with the original and revised standard for recognition and measurement of financial

instruments are as follows:

The Group and the Company

Original standard for recognition and Revised standard for recognition and
measurement of financial instruments measurement of financial instruments
Measurement Measurement
category Book value  category Book value

Amortised cost (Cash

Structured deposits and bank balances) 200,000,000.00
Measured at fair value
through profit or
Amortised cost (Other loss (Standard
receivables) 3,004,109.59 requirement) 203,004,109.59
Total 203,004,109.59 203,004,109.59
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

28. Changes in accounting policies and accounting estimates (continved)
Changes in accounting policies (continued)
The New Financial Instruments Standard (continued)
On the first adoption date, the adjustment table that the carrying amount of the original financial
assets is adjusted to be classified and measured as the revised financial assets in accordance with

the revised recognition and measurement for the New Financial Instruments Standard is as follows:

The Group and the Company

Carrying amount

Carrying amount

under original under new

financial financial

instruments instruments

standard standard

31 December 1 January

2017 Reclassification Remeasurement 2018

Cash and bank balances 487,228,014.40 (200,000,000.00) - 287,228,014.40
Other receivables 13,499,553.24 (3,004,109.59) = 10,495,443.65

Held-for-trading financial assets

203,004,109.59

203,004,109.59

Total

500,727,567.64

500,727,567.64

Changes in presentation of financial statements

According to (BRIEFTENZE2018F B — MR XM BHREBANEE) (B &[20181155%),
the Group consolidated the “Bills receivable” and “Trade receivables” to the newly added “Bills
receivable and trade receivables” item, consolidated the “Interest receivable” and “Dividends
receivable” to “Other receivables”, consolidated the “Bills payable” and “Trade payables” to the
newly added “Bills payable and trade payables” item in the statement of financial position. The
“Interest expense” and “Interest income” are spilt from the “Finance costs” item in the statement
of profit or loss. The Group has retrospectively adjusted the comparative amounts correspondingly.
This change of accounting policy has had no impact on the consolidated and company net profit and
equity.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED

141



NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

[1l. SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

(continued)

28. Changes in accounting policies and accounting estimates (continved)
Changes in accounting policies (continued)
Changes in the item to be presented for cash flows of government grants related to assets

According to {BAMR2018F E — XM BMEARA B AR BERNAEE) , when preparing the
statement of cash flows, the cash flows originally presented as cash flows from investing activities
are presented as cash flows from operating activities. The Group adjusted the comparative amounts
retrospectively. These changes in accounting policies reduced the net cash flows from investing
activities in the consolidated and company statements of cash flows and increased the net cash flows
from operating activities by the same amount, but had no impact on the net decrease in cash and
cash equivalents.
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IV.

NOTES TO FINANCIAL STATEMENTS (continued)

TAXES

Year ended 31 December 2018
Renminbi Yuan

1. Major categories of taxes and respective tax rates

Value-added tax (VAT)

City maintenance
and construction tax

Education
supplementary tax

Local education
supplementary tax

Corporate income tax

Before 1 May 2018, the Group’s revenue from sales of piped
gas, gas connection and gas transportation and rent was
taxable to output VAT at a tax rate of 11% and other revenues
were taxable to output VAT at a tax rate of 17% which was
levied after deducting deductible input VAT for the current
period. Since 1 May 2018, the Group's revenue from sales of
piped gas, gas connection and gas transportation and rent is
taxable to output VAT at a tax rate of 10% and other revenues
are taxable to output VAT at a tax rate of 16%.

It is levied at 7% on the turnover taxes paid.

It is levied at 3% on the turnover taxes paid.

It is levied at 2% on the turnover taxes paid.

Corporate income tax is levied at 25% on the taxable profit.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL

STATEMENTS

1. Cash and bank balances

2018 2017
Cash 17,545.34 13,478.65
Cash at banks 661,268,791.55 486,381,932.57
Other monetary funds 935,373.77 832,603.18

662,221,710.66

487,228,014.40

As at 31 December 2018, the Group had unpledged 6 months fixed deposits of RMB150,000,000.00

which cannot be readily withdrawn on demand (31 December 2017: Nil).

As at 31 December 2018, the cash and bank balances amounting to RMB935,373.77 were restricted
as guarantee deposits for environment protection (31 December 2017: RMB832,603.18). Refer to

Note V.14 for the details.

As at 31 December 2017, the Group had structured deposits of RMB200,000,000.000 which cannot

be terminated prematurely within the maturity periods.

Interest income earned on current deposits is calculated by using the current deposit interest rate.

The deposit periods for short-term time deposits vary from several days to 6 months depending on

the cash requirements of the Group and earn interest income at the respective banks’' time deposit

rates.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL

STATE M E NTS (continued)

2. Held-for-trading financial assets (only applicable for 2018)

2018

Financial assets measured at fair value through profit or loss

Structured deposits

606,575,890.41

606,575,890.41

At 31 December 2018, the Group purchased structured deposits amounting to RMB606,575,890.41.
These structured deposits were issued by #EER1T, E/FETT and F{5IETT, respectively, with
guaranteed principals and not redeemable before the maturity date by the Group. As the expected
annual return rates of these structured deposits are linked to variables such as CSI (China Securities
Index) 300 Index or US Libor (London Interbank Offered Rate) and maturity periods are within 90
days, these structured deposits are classified as financial assets measured at fair value through profit

or loss and presented as held-for-trading financial assets as at 31 December 2018.

3. Bills receivable and trade receivables

2018

2017

Bills receivable
Trade receivables

Bills receivable

194,815,158.62
85,190,395.82

192,759,059.65
189,806,806.18

280,005,554.44

382,565,865.83

2018

2017

Commercial acceptance bills
Bank acceptance bills

143,200,000.00
51,615,158.62

52,769,831.74
139,989,227.91

194,815,158.62

192,759,059.65
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL

STATE M E NTS (continued)

3. Bills receivable and trade receivables (continued)

Trade receivables

The credit period of trade receivables is usually 90 to 180 days. The trade receivables bear no

interest.

The ageing of trade receivables is analysed below:

2018

2017

Within 1 year
1 to 2 years
2 to 3 years
Over 3 years

Less: Provision for bad debts of trade receivables

84,475,260.94
2,778,067.52
2,501,273.51
11,192,646.28

183,235,734.08
8,222,071.26
3,148,752.88
10,471,652.98

100,947,248.25

15,756,852.43

205,078,211.20

15,271,405.02

85,190,395.82

189,806,806.18
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

3. Bills receivable and trade receivables (continued)
Trade receivables (continued)

The movements in the provision for bad debts of trade receivables are as follows:

Provision Reversal
Opening balance for the year  during the year Closing balance
2018 15,271,405.02 2,282,226.61 (1,796,779.20)  15,756,852.43
2017 10,477,402.01 4,884,053.01 (90,050.00) 15,271,405.02

In 2018, the Group provided bad debts of RMB2,282,226.61 (2017: RMB4,884,053.01), and
reversed bad debts of RMB1,796,779.20 (2017: RMB90,050.00).

The category of trade receivables is analysed below:

2018
Carrying amount Provision for bad debts
Amount Percentage Amount Percentage
(%) (%)

Provision for bad debts

on individual basis of

expected credit losses 15,594,757.62 15.4 15,594,757.62 100.0
Provision for bad debts by

credit risk characteristic

group of expected credit

losses 85,352,490.63 84.6 162,094.81 0.2

100,947,248.25 100.0 15,756,852.43 e, 5
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

3. Bills receivable and trade receivables (continued)
Trade receivables (continued)

The expected credit losses of trade receivables for the Group by ageing are as follows:

2018
Estimated
carrying
amount arising Expected Expected
from default credit loss rate credit losses
1 to 6 months 83,673,781.14 - -
6 months to 1 year 801,479.80 5.0% 40,073.99
1 to 2 years 762,903.52 10.0% 76,290.35
2 to 3 years - 20.0% -
Over 3 years 114,326.17 40.0% 45,730.47
85,352,490.63 0.2% 162,094.81
4. Prepayments
The ageing of prepayments is analysed below:
2018 2017
Carrying Percentage Carrying Percentage
amount (%) amount (%)
Within 1 year 579,588.95 46  10,525,201.79 85
1 to 2 years 685,165.15 54 1,805,675.48 15
1,264,754.10 100 12,330,877.27 100

Prepayments aged over one year were mainly prepayments for gas connection contracts and
purchases of gas meters. The related gas connection services or gas meters installation have not
started yet which resulted in the corresponding prepayments not being settled.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

5.

Other receivables

The ageing of other receivables is analysed below:

2018 2017

Within 1 year 4,834,483.60 13,380,887.17
1 to 2 years 169,710.00 203,413.16
2 to 3 years 203,413.16 186,873.77
Over 3 years 2,762,541.23 2,575,667.46
7,970,147.99 16,346,841.56

Less: Provision for bad debts of other receivables 2,778,288.32 2,847,288.32
5,191,859.67 13,499,553.24

The provision for bad debts of other receivables made according to expected credit losses over the

12 months in 2018 is as follows:

Stage 1
Expected
credit losses
over the next

12 months Total

At 1 January 2018 2,847,288.32 2,847,288.32
Provision for the year - r
Reversal during the year (69,000.00) (69,000.00)
Transfer during the year - _
Write-off during the year L _
2,778,288.32 2,778,288.32
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEM ENTS (continued)

5. Other receivables (continued)

The movements in the provision for bad debts of other receivables in 2017 are as follows:

Provision for  Reversal during Write-off
Opening balance the year the year  during the year Closing balance
2017 2,284,717.46 562,570.86 - - 2,847,288.32

Other receivables by nature are as follows :

2018 2017

Employees’ borrowings 818,437.76 1,999,275.87
Subsidy 2,920,000.00 6,755,500.00
Deposits and others 4,231,710.23 7,592,065.69
7,970,147.99 16,346,841.56
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

6.

Inventories

2018 2017

Gas 219,724.83 207,936.59
Gas appliances 1,916,034.41 2,426,537.41
2,135,759.24 2,634,474.00

As of 31 December 2018, the management of the Group considered that, there was no provision for
impairment of inventories (31 December 2017: Nil).

Other current assets

2018 2017

Wealth management products - 608,013,698.64
Input VAT 5,800,254.04 19,826,062.48
5,800,254.04 627,839,761.12

At 31 December 2017, the Group purchased wealth management products amounting to
RMB608,013,698.64. These products were issued by licenced financial institutions with guaranteed
principals and were unredeemable before the maturity date. The expected annual return rates of
these products were 3.75%, 3.80% and 3.90% per annum and the maturity periods are all within
60 days. The management of the Group classified these products as other current assets on initial
recognition.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEM ENTS (continued)

8. Long-term equity investments

2018
Current year movements
Investment
income/loss Other Closing Year-end
Opening Increase Decrease under the equity equity  Cash dividends carrying provision for
balance ininvestment in investment method movement announced amount impairment
Associate
RETRERAERAA 45,732,389.46 - - 1,081,141.28 79,219.94  (1,196,887.20) 45,695,863.48 -
2017
Current year movements
Investment
income/loss Other Closing Year-end
Opening Increase Decrease under the equity equity  Cash dividends carrying provision for
balance ininvestment in investment method movement announced amount impairment
Associate
REMEBRAERAT 45,412,860.30 - - 243951937 - (2119990.21) 45732,389.46 =
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

9. Fixed assets

The Group had no fixed assets pending for disposal.

2018
Electronics,
furniture and Mining

Buildings Pipelines Machinery Vehicles fixtures structures Total
Cost
Opening balance 47,631,489.54  1,148980,208.96  102,934,984.51 7,250,687.78 8,269,684.18 4558,482.24  1,319,625,537.21
Purchase - 379,920.52 7,696,694.35 75,504.71 344,397.00 - 8,496,516.58
Transferred from construction in progress - 35,234,315.95 - - - - 35,234,315.95
Disposal or scrap 5,850.00 1,700,865.66 - 662,515.00 - - 2,369,230.66
Closing balance 47,625,639.54  1,182,893,579.77  110,631,678.86 6,663,677.49 8,614,081.18 4,558,482.24  1,360,987,139.08
Accumulated depreciation
Opening balance 12,301,245.35  401,111,135.06 35,751,941.51 5,170,454.84 5,183,850.63 2,747,063.24  462,265,690.63
Provision 1,106,771.64 45,546,451.27 4,153,534.13 415,267.28 540,964.74 - 51,762,995.06
Disposal or scrap - - - 596,263.50 - - 596,263.50
Closing balance 13,408,016.99  446,657,592.33 39,905,475.64 4,989,458.62 5,724,815.37 2,747,063.24  513,432422.19
Impairment provision
Opening balance - - 5,994,508.25 59,716.88 12,664.29 1,811,419.00 7,878,308.42
Provision - - = = - - -
Disposal or scrap - - - - - - -
Closing balance - - 5,994,508.25 59,716.88 12,664.29 1,811,419.00 7,878,308.42
Net carrying amount
Atend of the year 34,217,622.55  736,235,987.44 64,731,694.97 1,614,501.99 2,876,601.52 - 839,676,408.47
At beginning of the year 35,330,244.19  747,869,073.90 61,188,534.75 2,020,516.06 3,073,169.26 - 849,481538.16
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS
STATEM ENTS (continued)

9. Fixed assets (continuead)

OF THE CONSOLIDATED FINANCIAL

2017
Electronics,
furniture and Mining
Buildings Pipelines Machinery Vehicles fixtures structures Total

Cost
Opening balance 45513,789.54 1,117,761,887.84  94,273914.15 6,729,261.91 7,092,843.13 455848224 1.275,930,178.81
Purchase - 131492132 8,608,497.16 521,425.87 1,183916.05 - 11,688,760.40
Transferred from construction

in progress 2,117,700.00  37,565,503.58 - - - - 39,683,203.58
Disposal or scrap - 7,662,103.78 7,426.80 - 7,075.00 - 7,676,605.58
Closing balance 47631,489.54 1,148980,2089  102,934,984.51 7,250,687.78 8,269,684.18 455848224 1319,625,537.21
Accumulated depreciation
Opening balance 11,241,990.38  360,360,752.20  31,118/488.72 4,751,899.96 4,624,552.01 2,072,657.45  414,170,340.72
Provision 1,059,254.97 45,795,429.93 4,636,598.37 418,554.88 559,298.62 674,405.79 53,143,542.56
Disposal or scrap - 5,045,047.07 3,145.58 - - - 5,048,192.65
Closing balance 12,301,245.35  401,111,135.06  35,751,941.51 5,170,454.84 5,183,850.63 2,747,063.24  462,265,690.63
Impairment provision
Opening balance - - 136,803.56 30,178.04 5,952.06 674,405.67 847339.33
Provision - - 5,857,704.69 29,538.84 6,712.23 1,137,013.33 7,030,969.09
Disposal or scrap - - - - - - -
Closing balance - - 5,994,508.25 59,716.88 12,664.29 1,811,419.00 7,878,308 42
Net carrying amount
At end of the year 35,330,244.19  747869,07390  61,188,534.75 2,020,516.06 3,073,169.26 - 84948153816
At beginning of the year 34271,799.16  757,401,130.64  63,018,621.87 1947,183.91 2,462,339.06 1811419.12  860912,498.76

As at 31 December 2018, the Group had no fixed assets pending certificates of property ownership
(31 December 2017: Nil).
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

10. Construction in progress

The Group had no construction materials.

Construction in progress

2018 2017

Gross carrying Provision for Carrying  Gross carrying Provision for Carrying
amount impairment amount amount impairment amount
Buildings 2,138,040.00 - 2,138,040.00 2,138,040.00 - 2,138,040.00
Gas stations and others 1,788,025.93 - 1,788,025.93 1,113,733.50 - 1,113,733.50
Mines 408,920.27  (408,920.27) - 408,920.27 (408,920.27) -
4,334,986.20  (408,920.27) 3,926,065.93  3,660,693.77 (408,920.27)  3,251,773.50

The movements of construction in progress in 2018 are as follows:
Opening Transferred to Other Closing
balance Addition fixed assets transfer out balance
Buildings 2,138,040.00 - - - 2,138,040.00
Pipeline reconstruction - 35,634,719.69  35,234,315.95 400,403.74 -
Gas stations and others 1,113,733.50 714,292.43 - 40,000.00 1,788,025.93
Connecting pipe renovation - 1,887,561.92 - 1,887,561.92 -
Mines 408,920.27 - - - 408,920.27
3,660,693.77  38,236,574.04  35,234,315.95 2,327,965.66 4,334,986.20
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL

STATEMENTS ccontinuea)

10. Construction in progress (continuea)

Construction in progress (continued)

The movements of construction in progress in 2017 are as follows:

Opening Transferred to Other Closing

balance Addition fixed assets transfer out balance

Buildings 4,255,740.00 - 2,117,700.00 - 2,138,040.00

Pipeline reconstruction 3974,141.57 34,013,504.62 36,617,228.82 1,370,417.37 -

Gas stations and others 1,410,433.53 - - 296,700.03 1,113,733.50

Connecting pipe renovation - 1,163,971.68 - 1,163,971.68 -
BEERERR

medium pressure pipeline - 948,274.76 948,274.76 - -

Mines 408,920.27 - - - 408,920.27

10,049,235.37 36,125,751.06 39,683,203.58 2,831,089.08 3,660,693.77
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

11. Intangible assets

Renminbi Yuan

NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

2018
Land Software
use rights licences Mineral rights Total

Cost

Opening balance 14,316,891.30 718,271.28 16,765,984.00 31,801,146.58

Purchase - - - -

Closing balance 14,316,891.30 718,271.28 16,765,984.00 31,801,146.58
Accumulated amortisation

Opening balance 2,791,036.27 134,414.12 7,243,935.07 10,169,385.46

Provision 302,213.37 71,827.20 - 374,040.57

Closing balance 3,093,249.64 206,241.32 7,243,935.07 10,543,426.03
Impairment provision

Opening balance - - 9,522,048.93 9,522,048.93

Provision - - - -

Closing balance - - 9,522,048.93 9,522,048.93
Net carrying amount

At end of the year 11,223,641.66 512,029.96 - 11,735,671.62

At beginning of the year 11,525,855.03 583,857.16 - 12,109,712.19

The land use rights related to the land located in Mainland China which were acquired through a

long-term agreement on land use rights.

Annual Report 2018 TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED

157



158

NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL

STAT E M E N TS (continued)

11. Intangible assets (continuea)

2017
Land Software
use rights licences Mineral rights Total

Cost

Opening balance 14,316,891.30 461,861.01 16,765,984.00 31,644,736.31

Purchase - 256,410.27 - 256,410.27

Closing balance 14,316,891.30 718,271.28 16,765,984.00 31,801,146.58
Accumulated amortisation

Opening balance 2,488,822.90 86,091.17 5,967,394.85 8,642,308.92

Provision 302,213.37 48,322.95 1,276,540.22 1,627,076.54

Closing balance 2,791,036.27 134,414.12 7,243,935.07 10,169,385.46
Impairment provision

Opening balance - - 8,675,238.61 8,675,238.61

Provision - - 846,810.32 846,810.32

Closing balance - - 9,5622,048.93 9,622,048.93
Net carrying amount

At end of the year 11,525,855.03 583,857.16 - 12,109,712.19

At beginning of the year 11,828,068.40 375,769.84 2,123,350.54 14,327,188.78
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

12. Deferred tax assets

Deferred tax assets balances are as follows:

2018 2017

Deductible Deductible
temporary Deferred temporary Deferred
differences tax assets differences tax assets
Provision for bad debts 18,535,140.75 4,633,785.18 18,118,693.34 4,529,673.34

Provision for impairment

of fixed assets 5,722,041.27 1,430,510.32 5,722,041.27 1,430,510.32
Provisions 1,612,720.00 403,180.00 1,779,195.48 444,798.87
Deferred income 91,549,549.52 22,887,387.38 69,854,805.01 17,463,701.25

117,419,451.54 29,354,862.88 95,474,735.10 23,868,683.78

Deductible temporary differences and deductible losses of unrecognised deferred tax assets are as

follows:
2018 2017
Deductible temporary differences 12,087,236.35 12,087,236.35
Deductible losses 9,897,586.67 13,075,250.00
21,984,823.02 25,162,486.35
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL

STAT E M E N TS (continued)

12. Deferred tax assets (continued)

Deductible losses of unrecognised deferred tax assets will expire in the following years:

2018 2017

2018 - 4,731,058.71
2019 2,398,814.17 2,398,814.17
2020 659,278.95 659,278.95
2021 2,716,949.82 2,716,949.82
2022 2,569,148.35 2,569,148.35
2023 1,553,395.38 =
9,897,586.67 13,075,250.00
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

13. Provision for impairment of assets

2018
. Decrease .
Opening Closing
balance Provision Reversal Write-off balance
Provision for bad debts
- Trade receivables 15,271,405.02 2,282,226.61  (1,796,779.20) - 15,756,852.43
- Other receivables 2,847,288.32 - (69,000.00) - 2,778,288.32
Provision for impairment of fixed assets 7,878,308.42 - - - 7,878,308.42
Provision for impairment of
construction in progress 408,920.27 - - - 408,920.27
Provision for impairment of
intangible assets 9,522,048.93 - - - 9,522,048.93
35,927,970.96 2,282,226.61 (1,865,779.20) - 36,344,418.37
2017
. Decrease .
Opening Closing
balance Provision Reversal Write-off balance
Provision for bad debts
- Trade receivables 10,477,402.01 4,884,053.01 (90,050.00) - 15,271,405.02
~ Other receivables 2,284,717.46 562,570.86 - - 2,847,288.32
Provision for impairment of fixed assets 847.339.33 7,030,969.09 - - 7,878,308.42
Provision for impairment of
construction in progress - 408,920.27 - - 408,920.27
Provision for impairment of
intangible assets 8,675,238.61 846,810.32 - - 9,522,048.93
22,284,697 41 13,733,323.55 (90,050.00) - 35,927,970.96
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL

STAT E M E N TS (continued)

14. Assets restricted by ownership

15.

2018

2017

Other monetary funds 935,373.77 832,603.18

At 31 December 2018, deposits of RMB935,373.77 were restricted as guarantee deposits for
environment protection by the government in Industrial and Commercial Bank of China (31
December 2017: RMB832,603.18).

Bills payable and trade payables

2018 2017

Bills payable -

Trade payables 349,347,394.75 305,598,160.10

349,347,394.75 305,598,160.10

Trade payables

The trade payables are non-interest-bearing and generally have an average payment term of 60 days.

2018 2017
Within 1 year 301,996,278.75 275,152,192.58
1 to 2 years 42,156,631.53 20,706,123.66

Over 2 years 5,194,484.47 9,739,843.86

349,347,394.75 305,598,160.10
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

16. Contract liabilities

Opening balance

under new Recognised
revenue standard Increase as income Closing balance
Advances from sales of piped gas 135,775,786.36 457,905,588.55 446,424,079.08 147,257,295.83
Advances from gas connection 94,978,518.58 33,231,513.11 87,313,483.43 40,896,548.26
Advances from sales of gas appliances 15,113,668.00 3,928,843.03 11,625,431.03 7,417,080.00
Others 271,886.36 615,603.25 661,500.00 225,989.61

246,139,859.30 495,681,547.94 546,024,493 .54 195,796,913.70

17. Employee benefits payable
2018

Opening Closing
balance Increase Decrease balance

Short-term employee benefits 18,051,651.98 112,214,581.56 113,429,270.22 16,836,963.32
Post-employment benefits

(defined contribution plan) (4,952.43) 16,264,120.56 16,263,900.17 (4,732.04)
Termination compensation - 5,112.20 5,112.20 -

18,046,699.55 128,483,814.32 129,698,282.59 16,832,231.28

2017
Opening Closing
balance Increase Decrease balance
Short-term employee benefits 20,725,292.65  109,489,821.87 112,163,462.54 18,051,651.98
Post-employment benefits
(defined contribution plan) 1,017,737.24 15,428,312.03 16,451,001.70 (4,952.43)
Termination compensation - 5,000.00 5,000.00 -

21,743,029.89  124,923,133.90  128,619,464.24 18,046,699.55
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

17. Employee benefits payable (continuea)
Details of short-term benefits are as follows:
2018

Opening Closing

balance Increase Decrease balance

Salaries, bonuses, allowances

and subsidies
Employee bonus and

14,246,557.46

91,446,383.53

92,663,783.53

13,029,157.46

welfare fund 3,001,223.34 - - 3,001,223.34

Social insurance 25,896.30 9,148,179.72 9,148,888.77 25,187.25

Including: Medical insurance 26,696.30 8,246,058.41 8,246,767.46 25,987.25

Work injury insurance (800.00) 487,581.13 487,581.13 (800.00)

Maternity insurance - 414,540.18 414,540.18 -

Housing fund (1,576.00) 9,471,424.04 9,471,637.69 (1,789.65)
Union fund and employee

education fund 779,550.88 2,148,594.27 2,144,960.23 783,184.92

18,051,651.98 112,214,581.56

113,429,270.22

16,836,963.32
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

17.

Employee benefits payable (continuea)

Details of short-term benefits are as follows: (continued)

2017
Opening Closing
balance Increase Decrease balance
Salaries, bonuses, allowances
and subsidies 16,537,154.88 88,871,992.93 91,162,590.35 14,246,557.46
Employee bonus and
welfare fund 2,816,425.82 184,797.52 - 3,001,223.34
Social insurance 608,358.70 9,428,480.14 10,010,942.54 25,896.30
Including: Medical insurance 558,763.11 8,592,458.71 9,124, 525.52 26,696.30
Work injury insurance 25,251.47 441,423.42 467,474.89 (800.00)
Maternity insurance 2434412 394,598.01 418,942.13 -
Housing fund - 8,880,378.95 8,881,954.95 (1,576.00)
Union fund and employee
education fund 763,353.25 2,124,172.33 2,107,974.70 779,550.88
20,725,292.65 109,489,821.87 112,163,462.54 18,051,651.98
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

17. Employee benefits payable (continuea)

Details of defined contribution plan are as follows:

2018
Opening Closing
balance Increase Decrease balance
Basic pension insurance 3,047.87 15,845,296.72 15,845,033.64 3,310.95
Unemployment insurance (8,000.30) 418,823.84 418,866.53 (8,042.99)
(4,952.43) 16,264,120.56 16,263,900.17 (4,732.04)

2017
Opening Closing
balance Increase Decrease balance
Basic pension insurance 979,260.56 14,938,871.43 15,915,084.12 3,047.87
Unemployment insurance 38,476.68 489,440.60 535,917.58 (8,000.30)
1,017,737.24 15,428,312.03 16,451,001.70 (4,952.43)
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL

STATE M E NTS (continued)

18. Taxes payable

19.

20.

2018

2017

Value-added tax

30,392,226.91

38,512,309.75

Corporate income tax 8,627,250.83 10,202,241.66
Business tax - (45,819.29)
Others 1,233,111.94 1,751,824.56
40,252,589.68 50,420,556.68

Current portion of non-current liabilities

2018 2017
Current portion of government grants (Note V.20) 5,003,954.91 3,265,164.61
Deferred income

2018 2017
Government grants related to assets/income
Opening balance 69,854,805.01 52,812,978.53
Increase 27,328,033.00 24,645,500.00
Amortisation 5,633,288.49 4,743,961.91
Decrease - 2,859,711.61

Closing balance

Less: Current portion of deferred income

Closing balance

91,549,549.52

5,003,954.91

69,854,805.01

3,265,164.61

86,545,594.61

66,589,640.40
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

20. Deferred income (continued)

Liabilities relevant to government grants as at 31 December 2018 are listed as follows:

Opening Recognised as Transfer Relevant to

balance Increase other income to others  Current portion ~ Closing balance asset/income
A B2 35 medium pressure pipeline 3,619,941.69 - (180,999.00) - (180,999.00) 3,257,943.69 Asset
& A1k E medium pressure pipeline 5,207,407.52 - (548,148.12) - (548,148.12) 4,111,111.28 Asset
Pipeline reconstruction of 2014 9,270,895.27 - (409,845.49) - (409,845.50) 8,451,204.28 Asset/income
Pipeline reconstruction of 2015 11,314,056.85 - (483,120.37) - (483,120.37) 10,347,816.11 Asset/income
Pipeline reconstruction of 2016 16,161,507.55  2,920,000.00 (874,600.19) - (796,402.99) 17,410,504.37 Asset/income
Pipeline reconstruction of 2017 20,113,707.14 - (757,578.18) - (771,587.86) 18,584,541.10 Asset/income
Pipeline reconstruction of 2018 - 23,170,000.00 (218,287.68) - (805,951.52) 22,145,760.80 Asset/income
Connecting pipe renovation 2,949,889.87 - (2,041,032.96) - (908,856.91) - Income
#FEBE B % medium pressure pipeline 1,217,399.12  1,238,033.00 (119,676.50) - (99,042.64) 2,236,712.98 Asset

69,854,805.01 27,328,033.00 (5,633,288.49) - (5,003,954.91) 86,545,594.61

Liabilities relevant to government grants as at 31 December 2017 are listed as follows:

Opening Recognised as Transfer Relevant to

balance Increase other income toothers  Current portion  Closing balance asset/income
A B2 35 medium pressure pipeline 3,800,940.69 - (180,999.00) - (180,999.00)  3,438,942.69 Asset
& /1T E medium pressure pipeline 5,755,555.64 - (548,148.12) - (548148.12)  4,659,259.40 Asset
Pipeline reconstruction of 2014 13,141,190.46 - (1,010583.58)  (2,859,711.61) (409,845.50)  83861,049.77 Asset/income
Pipeline reconstruction of 2015 11,840,972.94 - (526,916.09) - (483,120.37)  10,830,936.48 Asset/income
Pipeline reconstruction of 2016 17,036,285.80 - (874,778.25) - (852,809.37)  15,308,698.18 Asset/income
Pipeline reconstruction of 2017 - 20,437,000.00 (323,292.86) - (740,720.93)  19,372,986.21 Asset/income
Connecting pipe renovation - 4,208500.00  (1,258,610.13) - - 2,949,889.87 Income
E B E B % medium pressure pipeline 1,238,033.00 - (20,633.88) - (49,521.32)  1,167,877.80 Asset

5281297853 2464550000  (4,743961.91)  (2,859,71161)  (3,265164.61)  66,589,640.40
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

21. Share capital

The registered capital of the Company is RMB183,930,780.00, which was entirely contributed till 11
April 2011.

The investments by investor according to the articles of association of the Company are as follows:

2018 2017
Percentage Percentage
RMB (%) RMB (%)
Tianjin Gas 129,754,780.00 70.54  129,754,780.00 70.54
Public shares 50,006,000.00 27.19 50,006,000.00 27.19
Tang Jie 4,170,000.00 2.27 4,170,000.00 2.27
183,930,780.00 100.00 183,930,780.00 100.00

Note 1: The above share capital has been verified by Tianjian (2001) Yan Zi No.026 capital verification report
issued by Pan-China Certified Public Accountants LLP, Jin Guangxin Yan Wai H Zi (2007) No.034 capital
verification report issued by Tianjin Guangxin Accounting Firm, Wuzhou Songde Yan Zi (2009) No.0004
and (2011) No.1-0052 capital verification reports issued by Wuzhou Songde Union Accounting Firm.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

22. Capital reserve

2018 and 2017

Opening Closing
balance Increase Decrease balance
Share premium (note 1) 788,701,906.45 - - 788,701,906.45

Others (note 2) 1,630,445.73 - 1,630,445.73

790,332,352.18 - 790,332,352.18

Note 1: The Company issued 300,000,000 H Shares and converted 30,000,000 Domestic Shares into H Shares
by way of placing for listing of H Shares on the Growth Enterprise Market (the “GEM”) of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on 9 January 2004. The Company received net
proceeds, after deducting all relevant share issue expenses, of RMB64,667,255.43 from the new issue of
shares by way of public offer and placing which included share capital of RMB33,000,000.00 and share
premium of RMB31,667,255.43. On 13 March 2008, the Company issued 154,600,000 H Shares at a
price of HKD1.90 per share (par value of RMBO.10 each) and converted 15,460,000 Domestic Shares
into H Shares by way of placing of new shares on the GEM. The Company received net proceeds, after
deducting all relevant share issue expenses, of RMB253,009,696.34 which included share capital of
RMB17,006,000.00 and the premium of RMB236,003,696.34. On 7 April 2011, pursuant to the Assets
Acquisition Agreement which the Company entered into with Tianjin Gas, the Company conditionally
agreed to acquire assets from Tianjin Gas. To satisfy the consideration, the Company issued 689,707,800
Domestic Shares to Tianjin Gas which represented share capital of RMB68,970,780.00 and the premium
of RMB521,030,954.68. The transaction was completed on 11 April 2011.

Note 2: Others were transferred from unsettled payables before the transformation, which could be used to
increase capital.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

23.

24.

Specialised reserve
2018

Opening balance Increase Decrease Closing balance

Safety production funds - 1,317,309.05 - 1,317,309.05

Pursuant to ¢(bEZ2EEBRIRINFEREIENE) , the Group is required to provide safety
production funds based on 1.5% revenue of sales of piped gas and gas transportation of last year.
These funds were used for repair, maintenance and installing safety facilities. The increase of this
year refers to the difference between the amount provided according to relevant laws and the amount
utilised during the year.

Surplus reserve

2018
Opening balance Increase Decrease  Closing balance
Reserve fund 80,781,511.31 3,867,315.89 -  84,648,827.20
Enterprise expansion fund 34,972,233.51 1,933,657.95 - 36,905,891.46
115,753,744.82 5,800,973.84 - 121,554,718.66

2017
Opening balance Increase Decrease Closing balance
Reserve fund 77,085,560.98 3,695,950.33 - 80,781,5611.31
Enterprise expansion fund 33,124,258.34 1,847,975.17 - 34,972,233.51
110,209,819.32 5,543,925.50 - 115,753,744.82

Pursuant to resolutions of the board of directors, the Company appropriated reserve fund and
enterprise expansion fund at 10% and 5% of the net profit of the Group.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

25. Retained earnings

2018 2017
Retained earnings at the beginning of the year 659,620,982.39 625,276,444.20
Net profit attributable to shareholders of the Parent 39,720,652.39 40,073,261.21
Less: Appropriation to reserve fund (note 1) 3,867,315.89 3,695,950.33
Enterprise expansion fund (note 1) 1,933,657.95 1,847,975.17
Employee bonus and welfare fund (note 1) - 184,797.52
Dividend payable on ordinary shares in cash
(note 2) 31,268,232.60 -
Retained earnings at the end of the year 662,272,428.34 659,620,982.39

Note 1: In 2018, pursuant to a resolution of the board of directors, the Company appropriated reserve fund
and enterprise expansion fund at 10% and 5% of the net profit of the Group. In 2017, pursuant to a
resolution of the board of directors, the Company appropriated employee bonus and welfare fund, reserve
fund and enterprise expansion fund at 0.5%, 10% and 5% of the net profit of the Group.

Note 2: Pursuant to the shareholders’ meeting held on 26 June 2018, a dividend of RMBO0.017 was paid

to all shareholders on each of the 1,839,307,800 shares in issue, amounting to cash dividends of
RMB31,268,232.60 in total.

26. Revenue and cost of sales

2018 2017
Revenue Cost of sales Revenue Cost of sales
Principal operations 1,519,525,521.08 1,483,518,754.04 1,469,163,857.24 1,400,787,518.28

1,519,525,521.08  1,483,518,754.04 1,469,163,857.24 1,400,787,518.28
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

Renminbi Yuan

NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL

STATE M E NTS (continued)

26. Revenue and cost of sales (continved)

Revenue is stated as follows:

2018

2017

Sales of piped gas

Gas connection income

Gas transportation and rent income
Sales of gas appliances and others

1,406,548,565.09
89,764,193.35
9,413,283.10
13,799,479.54

1,324,193,081.15
122,127,257.74
10,767,404.56
12,076,113.79

1,519,525,521.08

1,469,163,857.24

For details of the reporting segment information, please refer to Note XII.1. Segment reporting.

Decomposition of revenue:

2018

Revenue recognition
Revenue recognised at a point in time
Sales of piped gas
Sales of gas appliances and others
Revenue recognised over time
Gas connection income
Gas transportation and rent income

1,406,548,565.09
13,799,479.54

89,764,193.35
9,413,283.10

1,519,525,521.08
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31
Renminbi Yuan

December 2018

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

27.

28.

Taxes and surcharges

2018 2017

Business tax 45,819.29 1,225,332.66
City maintenance and construction tax 242,667.79 2,016,329.65
Education supplementary tax 139,423.45 1,438,851.30
Tenure tax 473,207.19 457,318.99
Vehicle use tax 21,507.15 24,141.67
Stamp duty 312,733.09 292,311.46
Property tax 376,455.37 391,118.65
Flood prevention surcharge 49,062.47 288,550.49
1,660,875.80 6,133,954.87

Administrative expenses

Administrative expenses for the year 2018 included auditors’ remuneration of RMB950,000.00

(2017: RMB900,000.00).
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

29.

30.

Finance costs

2018

2017

Interest income
Foreign exchange differences
Others

(18,701,463.11)

(15,780,791.93)

422,982.35 -
317,621.62 420,204.61
(17,960,859.14) (15,360,587.32)

All the interest income of the Group is generated from current deposits, time deposits and certificates

of deposit.

Asset impairment losses

2018 2017
Bad debt loss (Only applicable for 2017) - 5,356,573.87
Impairment loss of fixed assets - 7,030,969.09
Impairment loss of construction in progress - 408,920.27
Impairment loss of intangible assets - 846,810.32

13,643,273.55
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL

STATE M E NTS (continued)

31. Credit impairment losses (Only applicable for 2018)

2018 2017
Bad debt loss of bills receivable and trade receivables 485,447 .41 -
Bad debt loss of other receivables (69,000.00) =
416,447.41 -
32. Other income

2018 2017
Government grants related to daily operation 15,103,303.00 6,195,937.76
15,103,303.00 6,195,937.76

Government grants related to daily operation:
Relevant to
2018 2017 asset/income
Tax refund (note 1) 9,256,599.38 1,451,975.85 Income
Deferred income (note 2) 5,633,288.49 4,743,961.91 Asset/income
Others 213,415.13 - Income

15,103,303.00 6,195,937.76

Note 1: According to {FIELE%(1998)545%) issued by the General Office of Changging Science, Industry & Trade
Zone in Jinnan District, Tianjin, the Group is eligible for tax preferential treatment from 1 April 2012 to
31 March 2022. The Group recognised the refund of CIT, IIT and VAT actually received according to the
government preferential policy of RMB9,256,599.38 (2017: RMB1,451,975.85).

Note 2: The deferred income represented government grants related to the Group’s daily operation and pipeline

reconstruction projects. Please refer to Note V.20.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

Renminbi Yuan

NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL

STATE M E NTS (continued)

33. Investment income

2018

2017

Income from long-term equity investments under the
equity method

Income from wealth management products and
structured deposits

34. Non-operating income

1,081,141.28

14,363,561.64

2445137

12,944,657.55

15,444,702.92

15,384,176.92

2018 2017
Government grants not related to daily operation - 37,000.00
Others 142,720.06 1,000.00
142,720.06 38,000.00

35. Non-operating expenses
2018 2017
Losses on scrap of non-current assets 64,561.50 2,627,762.99
Others 659.18 1,913,252.17
65,220.68 4,541,015.16
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31
Renminbi Yuan

December 2018

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL

STATE M E NTS (continued)

36.

Expenses by nature

The supplementary information for the cost of sales and administrative expenses of the Group

classified by nature is as follows:

2018

2017

Cost of piped gas purchased
Cost of gas connection services

Cost of gas meters
Employee benefits

Depreciation and amortisation
Maintenance expenses

Agency fees

Transportation expenses

Rental
Others

1,241,560,870.04
42,301,368.54
9,424,298.91
128,483,814.32
52,137,035.63
20,024,407.28
7,743,592.35
2,187,975.18
33,600.00
8,922,350.77

1,150,048,540.78
49,073,357.63
8,014,000.04
124,738,336.38
54,770,619.10
23,016,885.78
5,291,137.49
1,558,452.61
9,600.00
12,821,743.23

1,512,819,313.02

1,429,342,673.04
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL

STATE M E NTS (continued)

37. Income tax expense

2018 2017
Current income tax expense 19,250,927.90 21,283,392.95
Deferred tax expense (5,486,179.10) (7,474,909.28)

13,764,748.80

13,808,483.67

The reconciliation from total profit to income tax expense is as follows:

2018 2017

Total profit 53,215,249.29 52,481,642.62
Income tax expense at the statutory or applicable

tax rate (note 1) 13,303,812.33 13,120,410.65
Income not subject to tax (270,285.32) (609,879.84)
Expenses not deductible for tax 319,315.32 13,583.56
Adjustments in respect of current tax of

previous periods 23,557.62 917.62
Deductible temporary differences and

tax losses not recognised 388,348.85 1,283,451.68
Tax expense at the Group’s effective tax rate 13,764,748.80 13,808,483.67

Note 1: The income tax of the Group is calculated based on the estimated taxable income gained in China and

the applicable tax rate.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31
Renminbi Yuan

December 2018

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

38.

Earnings per share

2018 2017
RMB/Share RMB/Share
Basic earnings per share
continuing operations 0.02 0.02
Diluted earnings per share
continuing operations 0.02 0.02

The calculation of basic earnings per share is based on the net profit for the period attributable to
ordinary shareholders of the Company divided by the weighted average number of ordinary shares in
issue. The number of newly issued ordinary shares is determined according to the specific terms of
the issue contract and calculated from the date of consideration receivable (normally the stock issue
date).

The calculation of basic earnings per share and diluted earnings per share is as follows:

2018 2017
Earnings
Net profit for the year attributable
to ordinary shareholders of the Company 39,720,652.39 40,073,261.21
Shares
Weighted average number of ordinary shares in
issue of the Company 1,839,307,800.00 1,839,307,800.00

The Company did not have potentially dilutive ordinary shares as at the date of approval of the
financial statements.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

39. Supplementary information to the statement of cash flows

(1) Adjustment of net profit to cash flows from operating activities:

2018 2017
Net profit 39,450,500.49 38,673,158.95
Add: Credit impairment losses 416,447 .41 -
Asset impairment losses - 13,643,273.55
Depreciation of fixed assets 51,762,995.06 53,143,542.56
Amortisation of intangible assets 374,040.57 1,627,076.54
Increase/(decrease) in provisions (166,475.48) 1,779,195.48
Increase in deferred income 21,694,744.51 17,041,826.49
Losses on scrap of fixed assets 64,561.50 2,627,762.99
Finance costs (15,213,434.51) (15,267,556.13)
Investment income (15,444,702.92) (15,384,176.92)
Increase in deferred tax assets (5,486,179.10) (7,474,909.28)
Decrease in inventories 498,714.76 811,758.90
(Increase)/decrease in operating
receivables 135,987,588.34 (176,981,849.34)
Increase/(decrease) in operating payables (18,337,430.92) 41,316,877.07
Increase in specialised reserve and
others 1,238,089.11 -
Net cash flows from/(used in) operating
activities 196,839,458.82 (44,444,019.14)
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

V. NOTES TO KEY ITEMS OF THE CONSOLIDATED FINANCIAL

STATE M E NTS (continued)

39. Supplementary information to the statement of cash flows (continvea)

(1) Adjustment of net profit to cash flows from operating activities: (continued)

Movement in cash and cash equivalents:

2018

2017

Closing balance of cash
Less: Opening balance of cash

Net increase/(decrease) in
cash and cash equivalents

(2) Cash and cash equivalents

511,286,336.89
286,395,411.22

286,395,411.22
742,041,438.93

224,890,925.67

(455,646,027.71)

2018

2017

Cash
Including: Cash on hand
Bank deposits on demand

511,286,336.89
17,545.34
511,268,791.55
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

VI. INTERESTS IN OTHER ENTITIES
1. Interests in subsidiaries

Details of the subsidiaries of the Company are as follows:

Place of Principal place Nature of Registered  Proportion of Proportion
registration  of business  business capital  shareholding of votes
Direct/Indirect
Newly established or invested
RERBBRERRDE Tianjin Tianjin Investment  20,000,000.00 100% 100%
EBRELEMARESE Inner Mongolia Inner Mongolia Dormant 1,000,000.00 60% 60%
BREAAR
Business combination not
involving entities
under common control
EMEHBREREBRATA Guizhou Guizhou Mining business 16,000,000.00 83% 88%
EME A IGBAMTER Guizhou Guizhou Mining business 5,000,000.00 70% 70%

BREMART

2. Interests in an associate

Place of Principal place Nature of Registered  Proportion of Accounting
registration  of business  business capital  shareholding method
Direct/Indirect
KEMESREEBRAF Tianjin Tianjin Gas salesand  7,200,000.00 30.55% Equity
transportation

KEMEEMRAEMR A A, as an associate of the Group, engages in the same industry with the
Group. The Group adopted the equity method to measure this investment and it is not strategic to the
Group’s operation.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

VI.

INTERESTS IN OTHER ENTITIES (continueq)

2.

Interests in an associate (continued)

The table below demonstrates the financial information of X2 B ERRER AT, which is
adjusted according to accounting differences and adjusted to the carrying amount of the financial

statements:

2018

2017

Current assets
Non-current assets

Total assets

Current liabilities
Non-current liabilities

Total liabilities

Net assets

Net assets portion based on shareholding
Adjustment

Carrying amount of investment

133,925,698.20
298,960,969.61

133,308,682.42
306,640,787.77

432,886,667.81

439,949,470.19

174,674,581.34
120,404,451.60

174,919,629.03
127,103,926.95

295,079,032.94

302,023,555.98

137,807,634.87

137,925,914.21

42,098,630.13
3,597,233.35

42,135,156.11
3,5697,233.35

45,695,863.48

45,732,389.46

2018

2017

Revenue

Income tax expense

Net profit

Other comprehensive income
Total comprehensive income

Dividends received

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED

164,337,085.25

173,645,219.71

2,038,140.44 3,584,789.41
3,538,923.99 7,985,333.45
3,538,923.99 7,985,333.45
1,196,887.20 2,119,990.21




NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

VII. RISKS RELATED TO FINANCIAL INSTRUMENTS

1.

Classification of financial instruments

Renminbi Yuan

The carrying amounts of each of the categories of financial instruments as at the end of the reporting

period are as follows:

2018

Financial assets

Financial assets
measured at fair
value through
profit or loss

Financial assets
measured at
amortised cost

Total

Cash and bank balances
Held-for-trading financial assets
Bills receivable and

trade receivables
Other receivables

606,575,890.41

662,221,710.66

280,005,554.44
5,191,859.67

662,221,710.66
606,575,890.41

280,005,554.44
5,191,859.67

606,575,890.41

947,419,124.77

1,553,995,015.18

Financial liabilities

Financial

liabilities measured

at amortised cost

Total

Bills payable and trade payables
Other payables

349,393,394.75
43,107,692.71

349,393,394.75
43,107,692.71

392,501,087.46

392,501,087.46
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

VII. RISKS RELATED TO FINANCIAL INSTRUMENTS (continued)

1. Classification of financial instruments (continveq)

2017

Financial assets

Loans and
receivables

Total

Cash and bank balances

Bills receivable and trade receivables
Other receivables

Other current assets

Financial liabilities

487,228,014.40
382,565,865.83

13,499,553.24
608,013,698.64

487,228,014.40
382,565,865.83

13,499,553.24
608,013,698.64

1,491,307,132.11

1,491,307,132.11

Other financial
liabilities

Total

Bills payable and trade payables
Other payables

305,598,160.10
23,163,380.47

305,598,160.10
23,163,380.47

328,761,540.57

328,761,540.57
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

VII. RISKS RELATED TO FINANCIAL INSTRUMENTS (continued)

2.

Risks arising from financial instruments

The main risks arising from the Group's financial instruments are credit risk, liquidity risk, and
market risk (including interest rate risk). The Group’s principal financial instruments comprise cash
and bank balances, held-for-trading financial assets, bills receivable and trade receivables and bills
payable and trade payables. In this regard, risks arising from financial instruments and the Group's
risk management policies which aims at mitigation of these risks are outlined below.

The board of directors is responsible for planning and establishing the Group’s risk management
framework, developing the Group’s risk management policies and related guidelines and overseeing
the implementation of risk management measures. The Group has developed risk management
policies to identify and analyse the risks faced by the Group. These risk management policies
define specific risks which cover many aspects such as market risk, credit risk and liquidity risk
management. The Group evaluates the market environment and changes in the Group’s operations to
determine whether or not to update the risk management policies and systems on a regular basis.

The Group uses appropriate diversification and portfolio to diversify the risk of financial instruments
and reduce the risk of focusing on any single industry, specific region or specific counterparty by
developing appropriate risk management policies.

Credit risk

The Group trades only with recognised and creditworthy third parties. It is the Group’s policy that all
customers who wish to trade on credit terms are subject to credit verification procedures. In addition,
balances of trade receivables are monitored on an ongoing basis and the Group's exposure to bad
debts is not significant. For transactions that are not settled in the functional currency of the relevant
operating unit, the Group does not offer credit terms without the specific approval of the Department
of Credit Control in the Group.

Since the Group trades with creditworthy and high credit rating banks, the related credit risk of cash
and bank balances, structured deposits and bank acceptance bills receivable is rather low.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31
Renminbi Yuan

December 2018

VII. RISKS RELATED TO FINANCIAL INSTRUMENTS (continueq)

2.

Risks arising from financial instruments (continuea)

Credit risk (continued)

The credit risk of other financial assets, which comprise trade receivables, commercial acceptance
bills and other receivables, arises from default of the counterparty, with a maximum exposure equal

to the carrying amounts of these instruments.

The Group sold goods to customers under standard credit terms, and the disclosure of its maximum
credit exposure to receivables is shown in the table below:

2018 2017

Carrying amount of bills receivable and
trade receivables 295,762,406.87 397,837,270.85
Less: Provision for bad debts (15,756,852.43) (15,271,405.02)
Book value 280,005,554.44 382,565,865.83

Since the Group trades only with recognised and creditworthy third parties, there is no requirement
for collateral. Concentrations of credit risk are managed according to customers, geographic areas
and industries. As at 31 December 2018, the Group had certain concentrations of credit risk as 18%
(31 December 2017: 37%) and 58% (31 December 2017: 66%) of the Group’s trade receivables
were due from the Group’s largest customer and the five largest customers, respectively. The Group
did not hold any collateral or other credit enhancements over the balances of trade receivables.

2018

Criteria for judging significant increases in credit risk

The Group assesses whether or not the credit risk of the relevant financial instruments has increased
significantly since the initial recognition at each balance sheet date. While determining whether the
credit risk has significantly increased since initial recognition or not, the Group takes into account
the reasonable and substantiated information that is accessible without exerting unnecessary cost
or effort, including qualitative and quantitative analysis based on the historical data of the Company,
the external credit rating, and forward-looking information. Based on the single financial instrument
or the combination of financial instruments with similar characteristics of credit risk, the Group
compares the risk of default of financial instruments on the balance sheet date with that on the initial
recognition date in order to figure out the changes of default risk in the expected lifetime of financial
instruments.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

VII. RISKS RELATED TO FINANCIAL INSTRUMENTS (continued)

2.

Risks arising from financial instruments (continuea)
Credit risk (continued)

2018 (continued)

Criteria for judging significant increases in credit risk (continued)

The Group considers a financial instrument to have experienced a significant increase in credit risk
when one or more of the following quantitative and qualitative criteria have been met:

O Quantitative criteria are mainly that the increase in remaining lifetime probability of default at
the reporting date is considered to be significant comparing with the one at initial recognition;

O Qualitative criteria are the significant adverse change in debtor’s operation or financial status,
the watch-list, etc.

Definition of credit-impaired financial asset

The standard adopted by the Group to determine whether a credit impairment occurs is consistent
with the internal credit risk management objectives of the relevant financial instrument, taking into
account quantitative and qualitative criteria. When the Group assesses whether the credit impairment
of debtor occurred, the following factors are mainly considered:

o Significant financial difficulty of the issuer or debtor;

° Debtors are in breach of contract, such as defaulting on interest or becoming overdue on
interest or principal payments overdue;

° The creditor of the debtor, for economic or contractual reasons relating to the debtor’s
financial difficulty, having granted to the debtor a concession that the creditor would not
otherwise consider;

o It is becoming probable that the debtor will enter bankruptcy or other financial restructuring;

° The disappearance of an active market for that financial asset because of financial difficulties
of the issuer;

o The purchase or origination of a financial asset at a deep discount that reflects the incurred
credit losses.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

VII. RISKS RELATED TO FINANCIAL INSTRUMENTS (continueq)

2.

Risks arising from financial instruments (continuea)
Credit risk (continued)

2018 (continued)

Definition of credit-impaired financial asset (continued)

The credit impairment on a financial asset may be caused by the combined effect of multiple events
and may not be necessarily due to a single event.

Parameters of expected credit loss measurement

According to whether there is a significant increase in credit risk and whether there is an impairment
of assets, the Group measures the impairment loss for different assets with expected credit losses
of 12 months or the entire lifetime respectively. The key measuring parameters of expected credit
losses include probability of default, loss given default and exposure at default. The Group takes
into account the quantitative analysis of historical statistics (such as counterparty rating, manners of
guarantees and types of collateral, repayments, etc.) and forward-looking information.

Forward-looking information

The assessment of a significant increase in credit risk and the calculation of expected credit losses
both involve forward-looking information. Through the analysis of historical data, the Group identifies
the key economic indicators that affect the credit risk and expected credit losses.

The impact of these economic indicators on the probability of default and the loss given default varies
according to different types of business.

As at 31 December 2018, the Group used the expected credit loss rate in making provision for bad
debts of receivables according to expected credit losses over of 12 months and entire lifetime. Please
refer to Note V.3 Bills receivable and trade receivables and Note V.5 Other receivables.

The above-mentioned expected average loss rate is based on historical actual bad debt rate and
takes current conditions and forecasts of future economic conditions into consideration. From 1
January 2018 to 31 December 2018, the Group’s assessment methods and major assumptions have
not changed.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

Renminbi Yuan

VII. RISKS RELATED TO FINANCIAL INSTRUMENTS (continued)

2.

Risks arising from financial instruments (continuea)

Credit risk (continued)

2017

As at 31 December 2017, the maturity profile of the Group’s financial assets with no impairment

incurred is analysed as follows:

Neither overdue

Overdue but not impaired

Total nor impaired 1 to 3 months 3 to 6 months Over 6 months

Cash and bank balances 487,228,014.40 487,228,014.40 - - -
Bills receivable and

trade receivables 382,565,865.83 369,645,457.39 2,855,245.79 3,494,090.55 6,571,072.10

Other receivables 13,499,553.24 13,499,553.24 - - -

Other current assets 608,013,698.64 608,013,698.64 - - -

As at 31 December 2017, the Group’s trade receivables that were neither overdue nor impaired

related to a large number of diversified customers for whom there was no recent history of default.

Based on past experience, the Group's trade receivables that were overdue but not impaired related

to a number of independent customers that have a good track record with the Group. Based on past

experience, the Group was of the opinion that no provision for impairment was necessary in respect

of these balances as there had not been a significant change in credit quality and the balances were

still considered fully recoverable.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

VIl. RISKS RELATED TO FINANCIAL INSTRUMENTS (continuea)
2. Risks arising from financial instruments (continuea)
Liquidity risk
The Group’s management monitors the liquidity position of the Group on an ongoing basis to ensure
the availability of sufficient cash and cash equivalents to meet operation needs and decrease the

influence of cash flow fluctuations.

The maturity profile of the Group’s financial liabilities as at the end of the reporting period, based on
the contractual undiscounted payments, is as follows:

2018
3 months
On demand  Within 3 months to 1 year Total
Bills payable and trade payables - 349,393,394.75 - 349,393,394.75
Other payables 33,033,252.31 10,074,440.40 - 43,107,692.71
33,033,252.31 359,467,835.15 - 392,501,087.46
2017
3 months
On demand Within 3 months to 1 year Total
Bills payable and trade payables - 305,598,160.10 - 305,598,160.10
Other payables 10,974,939.71 12,188,440.76 - 23,163,380.47

10,974,939.71  317,786,600.86

328,761,540.57
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

VII. RISKS RELATED TO FINANCIAL INSTRUMENTS (continued)

2.

Risks arising from financial instruments (continuea)

Market risk

Interest rate risk

The Group's exposure to the risk of changes in market interest rates relates primarily to the Group’s
bank deposits. As the bank deposits of the Group are mainly current deposits and fixed deposits with
terms over 3 months, the Group is not exposed to any significant interest rate risk.

Capital management

The primary objectives of the Group’s capital management are to safeguard the Group's ability to
continue as a going concern and to maintain healthy capital ratios in order to support its business
development and maximise shareholders’ value.

To maintain or adjust the capital structure, the Group may adjust the dividend payment to
shareholders, return capital to shareholders, issue new shares or dispose of assets to settle the

liabilities.

The Group's total capital refers to shareholders’ equity listed in the statement of financial position.
The Group is not subject to any externally imposed capital requirements and monitors capital using a
gearing ratio.

The gearing ratios as at the end of the reporting periods were as follows:

2018 2017

Gearing ratio 30% 29%
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

VIII.FAIR VALUE

1.

Assets and liabilities measured at fair value

2018
Inputs used in financial instruments measured at fair value
Significant Significant
Quoted prices observable unobservable
in active markets inputs inputs Total
(Level 1) (Level 2) (Level 3)
Held-for-trading financial assets - 606,575,890.41 - 606,575,890.41

Fair value evaluation

Management has assessed cash and bank balances, bills receivable and trade receivables, other
receivables, bills payable and trade payables and other payables, etc. and considers that their fair
values approximate to their carrying amounts due to the short term maturities of these instruments.

The Group’s finance team is led by the finance manager, and is responsible for formulating policies
and procedures for the fair value measurement of financial instruments. The finance team reports
directly to the chief financial officer and the audit committee. At the end of each reporting period, the
finance team analyses movements in the fair value of financial instruments and determines the major
inputs applicable to the valuation. The valuation must be reviewed and approved by the finance
manager. The finance team discusses the valuation process and results twice a year with the Audit
Committee for interim and annual financial reporting.

The fair value of financial assets and financial liabilities is determined based on the amount for which
an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s
length transaction, other than in a forced or liquidation sale.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

IX. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS

1. Parent company

Proportion of Proportion

Place of Nature of Registered shareholding of votes

registration business capital (%) (%)

Tianjin Gas Tianjin Development, 1.337 hillion 70.54% 70.54%

utilisation and
marketing of
natural gas, coal
gas and liquefied
gas

The Company’s holding company is Tianjin Gas and its ultimate holding company is Tianjin Energy
Investment Company Limited.

2. Subsidiaries

For details of the subsidiaries, please refer to Note VI.1. Interests in subsidiaries.
3. Associate

For details of the associate, please refer to Note VI.2. Interests in an associate.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

Renminbi Yuan

IX. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS

(continued)

4. Other related parties

RMREERRERAF
REBABRREBBR QA
REMRRBENRE RN R BR QA
REFERRERAF
RETRERIEERAA
REMHREMRREBRAA
RETHERRBERMEREEAF
REBSTHRRBEREERNF
REMHHMRRTIZEERER DA
RAEMRNERRAA]
REMEZRIEEEGERAA
REMRITAARLEARAA
RETHAMREELIREREEAA
REMREREGARAA

Relationship with related parties

A joint venture of the controlling shareholder

A subsidiary of the controlling shareholder
A subsidiary of the controlling shareholder
A subsidiary of the controlling shareholder
A subsidiary of the controlling shareholder
A subsidiary of the controlling shareholder
A subsidiary of the controlling shareholder
A subsidiary of the controlling shareholder
A subsidiary of the controlling shareholder
A subsidiary of the controlling shareholder
A subsidiary of the controlling shareholder
A subsidiary of the controlling shareholder
A subsidiary of the controlling shareholder
A subsidiary of the controlling shareholder

5. Major transactions between the Group and its related parties

(1)

Goods and services between related parties

Purchase of piped gas from a related party

2018 2017

RERERMRER QA

1,229,894,010.49 1,145,168,857.98
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

Renminbi Yuan

IX. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS

(continued)

5. Major transactions between the Group and its related parties (continuea)

(1) Goods and services between related parties (continued)

Gas transportation and rent services provided to related parties

2018 2017
RKEBBHRREBBRAA 5,438,165.43 5,405,405.40
ERERMRRER AR 3,975,117.67 5,361,999.16
9,413,283.10 10,767,404.56
Sales of gas to related parties

2018 2017
RKERERRBRA A 178,992,169.78 176,308,845.21
RKAEMBNER AT 553,635.78 562,067.50
REBBFHRREREERF 213,137.26 108,476.79
REMERIREBR QA 27,593.25 =
KEMBRIECRIIEBRAT 4,011.92 5,941.33
179,790,547.99 176,985,330.83

Gas connection services provided to a related party
2018 2017
RAEMBNER AT - 2,195,558.56
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31
Renminbi Yuan

December 2018

IX. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS

(continued)

5.

Major transactions between the Group and its related parties continuea)

(1)

Goods and services between related parties (continued)

Gas connection services and gas meter installation services received from related parties

2018 2017
Gas connection services received
KEMmEMRIEEREGRAA 2,532,423.19 1,496,656.92
REMBEMARAEETIRARETAA 1,080,548.12 171,394.05
REMBRIERIEBRAA 863,487.27 9,613,188.18
RKEMRITRKARLEZBR QA 410,645.86 886,297.30

4,887,104.44 12,167,536.45

Gas meter installation services received
KEMmEMRTIEERERAF 6,651,810.91 3,756,972.97
Pipeline reconstruction services received from a related party

2018 2017
ERERRRERRA A - 253,375.62
Purchase of gas meters from a related party

2018 2017
RETHREMRREEBRAA 9,886,777.54 9,018,034.21
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

IX. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS

(continued)
5. Major transactions between the Group and its related parties (continuea)
(1) Goods and services between related parties (continued)

Purchase of internet services from a related party

2018 2017
RETHHEMATIRERAR QA 81,132.08 81,132.08
Construction design services received from a related party

2018 2017
RETRRANRERAAERREERAF 2,448,397.86 2,149,995.55

The terms of the above transactions were negotiated by both parties according to the market
prices.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

IX. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS

(continued)
5. Major transactions between the Group and its related parties (continuea)
(2) Remuneration of key management

2018 2017

Remuneration of key management 2,616,843.49 2,403,557.02

6. Commitments of gas transportation between the Group and related
parties

(1)  On 31 January 2016, Tianjin Binhai Gas Group Company Limited (K2 B SR BEEE R QD
A]) (“Binhai Gas Group”), a subsidiary of the controlling shareholder, made a written promise
of the lease of the high pressure gas pipelines of the Group for natural gas transmission from
1 May 2016.

(2) On 25 April 2016, the Group and Binhai Gas Group entered into a gas pipeline lease
agreement (the “Gas Pipeline Lease Agreement”) in respect of the lease of the high pressure
gas pipelines to Binhai Gas Group for natural gas transmission for the period from 1 May
2016 to 30 April 2019. The Group shall have an option, the exercise of which is at its
absolute discretion, to renew the Gas Pipeline Lease Agreement based on the same terms
and conditions for a further term of two years upon expiration of the original term, from 1 May
2019 to 30 April 2021. The gas pipeline lease fee is RMB6,000,000.00 per year.

7. Amounts due from related parties

2018 2017

Bills receivable and trade receivables
KEFEMRRER R A 18,322,950.66 30,465,380.86
KEBEBMREBEGR A A 3,000,000.00 10,000,000.00
FEIRE R A B R A A 22,880.00 6,846,174.42
REBBHBHRREREERF 1,225.21 =
KEMBRIERIEEGRAF 131.86 =
21,347,187.73 47,311,555.28
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

Renminbi Yuan

IX. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS

(continued)

7. Amounts due from related parties (continuea)

2018 2017

Other receivables
R E B RERA A 2,920,372.00 1,794,204.87
2018 2017

Prepayments
KETHEMRREKEBRAA = 5,524,588.48
KEMRRANRERAAEBLAR QA = 35,398.00
= 5,559,986.48
8. Amounts due to related parties

2018 2017

Bills payable and trade payables
ERERRRAERAD A
REMHERRIBREEGRAA
RKEMBRIELRIEBRAA
RETHERRREERAA
RETMRRBANRERAAELREBERAF
REMBRITAARLEER QA
REMBHEMAEEIREREAAA
REMEREIEEEBRAT
RETHERRBERMEREELA

235,600,718.32
15,254,420.09
6,043,046.37
5,874,648.85
3,022,078.80
476,539.45
424,741.65
5,805.00

197,372,496.75
7,859,527.63
12,722,855.29
3,989,644.02
2,443,485.66
501,447.00
190,247.85
5,805.00
28,760.00

266,701,998.53

225,114,269.20
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

IX. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS

(continued)

8. Accounts due to related parties (continuea)

2018 2017
Advances from customers
REBBHHRREREERF - 92,006.51
2018 2017
Contract liabilities
KEMEBNBRAA 2,865,026.86 =
REBBHFHRREREERF 89,026.12 =
RETERREREBR AT 5,127.33 =
2,959,180.31 -
2018 2017
Other payables
Tianjin Gas (note 1) 22,058,312.60 -
EIRE M RER A A 1,938,797.36 1,938,797.36
23,997,109.96 1,938,797.36

Note 1: The balance includes RMB22,058,312.60 which was dividend distribution of 2017 according to the
resolution of the shareholders’ meeting in June 2018.

Amounts due from and due to related parties are non-interest bearing, unsecured and have no fixed
terms of repayment.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

X. COMMITMENTS AND CONTINGENCIES

1.

Commitments
2018 2017
Contracted but not provided for
Capital commitments 805,000.00 805,000.00
805,000.00 805,000.00

XI. POST BALANCE SHEET EVENTS

On 4 January 2019, the Company and Tianjin Energy entered into the pipeline works framework
agreement in respect of the provision of pipeline construction and design services by Tianjin Energy
and its associated companies. Pursuant to the framework, the annual cap amounts of transaction
for the 3 years from the effective date of the agreement to 31 December 2021 are RMB30 million,
RMB30 million and RMB30 million, respectively.

On 8 March 2019, the Company and JE R E KRB R A entered into the contract in respect
of the provision of gas transportation service by the Company. Pursuant to the contract, the renewed
annual cap amounts of transaction for the 3 years from 1 January 2018 to 31 December 2020 are
RMB7.60 million, RMB9.12 million and RMB10.95 million, respectively.

XIl. OTHER SIGNIFICANT EVENTS

1.

Segment reporting
Operating segments

For management purposes, the Group is organised into business units based on their products and
services and has four reportable operating segments as follows:

(1) Sales of piped gas;

(2) Gas connection;

(3) Gas transportation and rent;

(4) Sales of gas appliances and others.

Management monitors the results of the Group’s operating segments separately for the purpose of
making decisions about resource allocation and performance assessment. Segment performance
is evaluated based on reportable segment profit, which is a measure of adjusted total profit from
continuing operations. The adjusted total profit from continuing operations is measured consistently
with the Group’s total profit from continuing operations except that interest income, finance costs,
dividend income, fair value gains from the Group’s financial instruments as well as head office and
corporate expenses are excluded from such measurement.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

XIl. OTHER SIGNIFICANT EVENTS (continvea)

1.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED

Segment reporting (continued)

Operating segments (continued)

2018
Sales of gas
Sales of Gas Gas transportation appliances
piped gas connection and rent and others Total
Revenue from
external customers 1,406,548,565.09 89,764,193.35 9,413,283.10 13,799,479.54  1,519,525,521.08
Operating profit/(loss) (20,288,118.76) 47,364,710.51 2,919,507.45 4,349,792.04 34,345,891.24
Add: Other income 15,103,303.00
Investment income 15,444,702.92
Less: Credit impairment losses 416,447.41
Administrative expenses 29,300,558.98
Finance costs (17,960,859.14)
Add: Non-operating income 142,720.06
Less: Non-operating expenses 65,220.68
Total profit 53,215,249.29
2017
Sales of gas
Sales of Gas Gas transportation appliances
piped gas connection and rent and others Total
Revenue from
external customers 1,324,193,081.15 122,127,257.74 10,767,404.56 12,076,113.79 1,469,163,857.24
Operating profit/(loss) (18,190,269.44) 72,245,991.53 4,238 962.43 3,947,699.52 62,242,384.09
Add: Other income 6,195,937.76
Investment income 15,384,176.92
Less: Asset impairment losses 13,643,273.55
Administrative expenses 28 555,154.76
Finance costs (15,360,587.32)
Add: Non-operating income 38,000.00
Less: Non-operating expenses 4,541,015.16
Total profit

52,481,642.62

No analysis of the Group’s assets and liabilities by operating segment is disclosed as it is not regularly

provided to the board of the directors for review.



NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

XIl. OTHER SIGNIFICANT EVENTS (continvea)

1.

Segment reporting (continued)

Other information

Information about products and services

For the revenue classified by category, please refer to Note V.26 Revenue and cost of sales.
Geographical information

All the Group's operations and non-current assets are located in Mainland China; and all of its
revenue from external parties is generated from Mainland China.

Information about major customers

In 2018, the Group’s operating revenue of RMB574,123,147.56 (which accounted for more
than 10% of the Group’s total revenue) was derived from sales to a single customer (including
sales to a group of entities which are known to be under the control of that customer) (2017:
RMB535,248,712.27).

Leases

As lessee

Significant operating leases: according to the lease contracts entered into with lessors, the minimum
lease payables under irrevocable leases are as follows:

2018 2017

Within 1 year, inclusive 44,800.00 32,250.00
1 to 2 years, inclusive = =
44,800.00 32,250.00
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

XIl. OTHER SIGNIFICANT EVENTS (continvea)

3. Remuneration of directors, supervisors and chief executive

Remuneration of directors and chief executive for the year is disclosed as follows:

2018 2017

Fees 300,000.00 300,000.00
Other emoluments:

Salaries, allowances and benefits in kind 731,016.21 425,681.54

Performance related bonuses 218,741.00 519,657.00

Pension scheme contributions 121,228.74 44.796.24

1,070,985.95 990,134.78

1,370,985.95 1,290,134.78

(1) Independent non-executive directors

The fees paid to independent non-executive directors during the year were as follows:

2018 2017

Zhang Yinghua 50,000.00 50,000.00
Yu Jianjun 50,000.00 50,000.00
Guo Jiali 50,000.00 50,000.00
150,000.00 150,000.00

There was no other remuneration payable to the independent non-executive directors during
the year (2017: Nil).
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

XIl. OTHER SIGNIFICANT EVENTS (continvea)

3. Remuneration of directors, supervisors and chief executive (continuea)

(2) Executive directors, non-executive directors, the chief executive and supervisors

2018
Salaries,
allowances
and benefits Performance Pension scheme
Fees in kind related bonuses contributions Total
Executive directors:
Wang Wenxia (notes 1 and 7) - - - - -
Hou Shuangjiang (notes 1 and 6) - - - - -
Tang Jie 50,000.00 - - - 50,000.00
Zhang Tianhua (notes 1 and 7) - - - - -
Zhang Guojian (notes 1 and 2) - 130,828.44 - 18,591.12 149,419.56
Zhao Wei (notes 4 and 9) - 153,426.06 - 19,175.94 172,602.00
Wang Quanhong (notes 3 and 9) - 135,048.06 - 19,175.94 154,224.00
50,000.00 419,302.56 - 56,943.00 526,245.56
Non-executive directors:
Wang Jin (notes 5 and 9) - - - - -
Zhao Henghai (notes 5 and 9) - - - - -
Hou Shuangjiang (notes 1, 6 and 9) = = = = =
Li Dachuan (notes 1 and 7) - - - - -
Supervisors:
Hao Li - 162,779.83 166,745.00 37,767.06 367,291.89
Xu Hui 50,000.00 - - - 50,000.00
Yang Huling - = = - -
Feng Jinhu (note 8) - 93,256.44 2,000.00 18,591.12 113,847.56
Liu Zhiyuan 50,000.00 - - - 50,000.00
You Huiyan (note 8) - 55,677.38 49,996.00 7,927.56 113,600.94
100,000.00 311,713.65 218,741.00 64,285.74 694,740.39
150,000.00 731,016.21 218,741.00 121,228.74 1,220,985.95
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

Renminbi Yuan

XIl. OTHER SIGNIFICANT EVENTS (continvea)

3. Remuneration of directors, supervisors and chief executive (continuea)

(2)

Executive directors, non-executive directors, the chief executive and supervisors

(continued)
2017
Salaries,
allowances
and benefits Performance Pension scheme
Fees in kind related bonuses contributions Total
Executive directors:
Wang Wenxia (note 1) - - - - -
Hou Shuangjiang (note 1) S S S S S
Tang Jie 50,000.00 - - - 50,000.00
Zhang Tianhua (note 1) - - - - -
Zhang Guojian (notes 1 and 2) - 188,567.92 238,637.00 14932.08 442,137.00
50,000.00 188,567.92 238,637.00 14,932.08 492,137.00
Non-executive director:
Li Dachuan (note 1) - - - - -
Supervisors:
Hao Li - 111921.72 143,010.00 1493208 269,863.80
Xu Hui 50,000.00 - - - 50,000.00
Yang Huling = = = = =
Feng Jinhu - 125,191.90 138,010.00 1493208 278,133.98
Liu Zhiyuan 50,000.00 - - - 50,000.00
100,000.00 237,113.62 281,020.00 29,864.16 647,997.78
150,000.00 425,681.54 519,657.00 44,796.24 1,140,134.78
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

XIl. OTHER SIGNIFICANT EVENTS (continvea)

3. Remuneration of directors, supervisors and chief executive (continuea)

(2)

Executive directors, non-executive directors, the chief executive and supervisors

(continued)

Note 1:

Note 2:

Note 3:

Note 4:

Note 5:

Note 6:

Note 7:

Note 8:

Note 9:

These directors have waived their remuneration from 1 January 2015.

Mr. Zhang Guojian resigned as the general manager of the Company on 19 April 2018. The
Company does not have any officer with the title of “chief executive officer” or “chief executive”,
but the duties of a chief executive officer have been carried out by Mr. Zhang Guojian, the general
manager of the Company. The emoluments disclosed above include those for services rendered
by him as the general manager of the Company. Mr. Zhang Guojian retired as an executive
director of the Group on 26 June 2018.

Mr. Wang Quanhong was appointed as an executive director of the Group on 26 June 2018. The
Company does not have any officer with the title of “chief executive officer” or “chief executive”,
but the duties of a chief executive officer have been carried out by Mr. Wang Quanhong, the
general manager of the Company. The emoluments disclosed above include those for services
rendered by him as the general manager of the Company.

Mr. Zhao Wei was appointed as an executive director of the Group on 26 June 2018. The
emoluments disclosed above include those for services rendered by him as the party branch
secretary of the Company.

Mr. Wang Jin and Mr. Zhao Henghai were appointed as non-executive directors of the Group on
26 June 2018.

Mr. Hou Shuangjiang retired as an executive director and was appointed as a non-executive
director of the Group on 26 June 2018.

Mr. Zhang Tianhua and Ms. Wang Wenxia retired as executive directors of the Group on 26 June
2018. Mr. Li Dachuan retired as a non-executive director of the Group on 26 June 2018.

Mr. Feng Jinhu retired as a supervisor of the Group on 26 June 2018. On 26 June 2018, Ms. You
Huiyan was appointed as a supervisor of the Group to fill the vacancy.

These directors have waived their remuneration from 26 June 2018.

Mr. Zhao Wei, Mr. Wang Quanhong, Mr. Wang Jin, Mr. Zhao Henghai and Mr. Hou Shuangjiang waived
their respective directors remunerations from 26 June 2018, save as disclosed, there was no other

agreement under which a director or the chief executive waived or agreed to waive any remuneration
during the year.

There was no other payment made or benefit provided by the Group in respect of the termination of the
services of directors, whether in the capacity of directors or other capacity while directors during the year.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

XIl. OTHER SIGNIFICANT EVENTS (continvea)

3. Remuneration of directors, supervisors and chief executive (continuea)

3) Five highest paid employees

The five highest paid employees during the year included one director and one supervisor
(2017: one director and one supervisor), details of whose remuneration are set out in Note
XI1.3.(2). Details of remunerations for the year of the remaining three (2017: three) highest
paid employees who are not a director or chief executive of the Company are as follows:

2018 2017

Salaries, allowances and benefits in kind 665,090.51 416,729.00
Performance related bonuses 701,673.00 513,097.00
Pension scheme contributions 126,085.14 44,796.24
1,492,848.65 974,622.24

The number of non-director and non-chief executive highest paid employees whose

remuneration fell within the following band is as follows:

Number of employees

2018

2017

Nil to HK$1,000,000 3

4. Comparative amounts

As further explained in Note 111.28, due to the adoption of 87 &[2018]155%, the accounting treatment
and presentation of several items in the financial statements, as well as the amounts in the financial

statements, have been revised to comply with the new requirements. Accordingly, certain prior year

adjustments have been made, and certain comparative amounts have been reclassified and restated

to conform with the current period’s presentation and accounting treatment.
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

Renminbi Yuan

XIII.NOTES TO KEY ITEMS OF THE COMPANY’S FINANCIAL

STATEMENTS

1. Bills receivable and trade receivables

2018

2017

Bills receivable
Trade receivables

Bills receivable

194,815,158.62
85,190,395.82

192,759,059.65
189,806,806.18

280,005,554.44

382,565,865.83

2018

2017

Commercial acceptance bills
Bank acceptance bills

143,200,000.00
51,615,158.62

52,769,831.74
139,989,227.91

194,815,158.62

192,759,059.65
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31
Renminbi Yuan

December 2018

XIII.NOTES TO KEY ITEMS OF THE COMPANY'’S FINANCIAL
STATEMENTS (continued)

1.

Bills receivable and trade receivables (consinued)

Trade receivables

The credit period of trade receivables is usually 90 to 180 days. The trade receivables bear no

interest.

The ageing of trade receivables is analysed below:

2018 2017
Within 1 year 84,475,260.94 183,235,734.08
1 to 2 years 2,778,067.52 8,222,071.26
2 to 3 years 2,501,273.51 3,148,752.88
Over 3 years 11,192,646.28 10,471,652.98

100,947,248.25

Less: Provision for bad debts of trade receivables 15,756,852.43

205,078,211.20

15,271,405.02

85,190,395.82

189,806,806.18

The movements in the provision for bad debts of trade receivables are as follows:

Provision Reversal
Opening balance for the year during the year Closing balance
2018 15,271,405.02 2,282,226.61 (1,796,779.20) 15,756,852.43
2017 10,477,402.01 4,884,053.01 (90,050.00) 15,271,405.02

In 2018, the Company provided bad debts of RMB2,282,226.61 (2017: RMB4,884,053.01), and

reversed bad debts of RMB1,796,779.20 (2017: RMB90,050.00).
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018

XIII.NOTES TO KEY ITEMS OF THE COMPANY’S FINANCIAL

STATE M E NTS (continued)

1. Bills receivable and trade receivables (continued)

Trade receivables (continued)

The category of trade receivables is analysed below:

Renminbi Yuan

2018
Carrying amount Provision for bad debts
Amount Percentage Amount Percentage
(%) (%)
Provision for bad debts on
individual basis of expected
credit losses 15,594,757.62 154 15,594,757 .62 100.0
Provision for bad debts by credit
risk characteristic group of
expected credit losses 85,352,490.63 84.6 162,094.81 0.2
100,947,248.25 100.0 15,756,852.43 15.6
The expected credit losses of trade receivables for the Group by ageing are as follows:
2018
Estimated carrying
amount arising Expected credit Expected

from default loss rate credit losses

1 to 6 months 83,673,781.14 - -
6 months to 1 year 801,479.80 5.0% 40,073.99
1to 2 years 762,903.52 10.0% 76,290.35
2 to 3 years - 20.0% -
Over 3 years 114,326.17 40.0% 45,730.47
85,352,490.63 0.2% 162,094.81
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

XIII.NOTES TO KEY ITEMS OF THE COMPANY'’S FINANCIAL
STATEMENTS (continued)

2.

Other receivables

The ageing of other receivables is analysed below:

2018 2017

Within 1 year 5,574,931.60 13,386,099.67
1 to 2 years 175,600.50 403,413.16
2 to 3 years 403,413.16 186,873.77
Over 3 years 2,562,491.23 2,375,617.46
8,716,436.49 16,352,004.06

Less: Provision for bad debts of other receivables 2,778,288.32 2,847,288.32
5,938,148.17 13,504,715.74

The provision for bad debts of other receivables made according to expected credit losses over the

12 months in 2018 is as follows:

Stage 1
Expected
credit losses
over the next

12 months Total

At 1 January 2018 2,847,288.32 2,847,288.32
Provision for the year _ _
Reversal during the year (69,000.00) (69,000.00)
Transfer during the year — _
Write-off during the year - o
2,778,288.32 2,778,288.32
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

XIII.NOTES TO KEY ITEMS OF THE COMPANY’S FINANCIAL
STATEMENTS (continued)

2.

Other receivables (continuea)

The movements in the provision for bad debts of other receivables in 2017 are as follows:

Provision for  Reversal during Write-off
Opening balance the year the year  during the year Closing balance
2017 2,284,717.46 562,570.86 - - 2,847,288.32

Other receivables by nature are as follows :

2018 2017

Employees’ borrowings 818,437.76 1,999,275.87
Subsidy 2,920,000.00 6,755,500.00
Deposits and others 4,977,998.73 7,597,228.19
8,716,436.49 16,352,004.06
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

XIII.NOTES TO KEY ITEMS OF THE COMPANY’S FINANCIAL

STATEMENTS ccontinuea)

3. Long-term equity investments

2018
Provision for
Current year movements . L
Closing impairment
Opening carrying at the end
Balance Increase Decrease amount of the year
Associate
- REMESRAERAR 45,732,389.46 1,160,361.22 (1,196,887.20)  45,695,863.48 -
Subsidiaries
- RERBREBRAR 20,000,000.00 - - 20,000,000.00 (20,000,000.00)
-BRGAEERARZEEREMAR 600,000.00 - - 600,000.00 (600,000.00)
20,600,000.00 - - 20,600,000.00 (20,600,000.00)
2017
Provision for
Current year movements Closing impairment
Opening carrying at the end
Balance Increase Decrease amount of the year
Associate
- REMAERAERAR 45,412,860.30 2,439,519.37 (2,119,990.21) 45,732,389.46 -
Subsidiaries
- RERBREBRAR 20,000,000.00 - - 20,000,000.00 (20,000,000.00)
- SREARMARSEAREMERT 600,000.00 - = 600,000.00 (600,000.00)
20,600,000.00 - - 20,600,000.00 (20,600,000.00)
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

XIII.NOTES TO KEY ITEMS OF THE COMPANY’S FINANCIAL
STATEMENTS (continued)

3. Long-term equity investments (continvea)

Provision for impairment of long-term equity investments is as follows:

2018
Opening Closing
balance Increase Decrease balance
RERBIREBRAA 20,000,000.00 - - 20,000,000.00
i YN
EREALNA 600,000.00 - - 600,000.00
20,600,000.00 - -  20,600,000.00
2017
Opening Closing
balance Increase Decrease balance
RERBREBR DA 15,000,000.00 5,000,000.00 - 20,000,000.00
EREEEMAREE
BEREMAH 600,000.00 = = 600,000.00
15,600,000.00 5,000,000.00 - 20,600,000.00
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

XIII.NOTES TO KEY ITEMS OF THE COMPANY’S FINANCIAL

STATE M E NTS (continued)

4. Revenue and cost of sales

2018 2017
Revenue Cost of sales Revenue Cost of sales
Principal operations 1,519,525,521.08 1,483,518,754.04 1,469,163,857.24 1,400,787,518.28

1,519,525,521.08  1,483,518,754.04

1,469,163,857.24 1,400,787,518.28

Revenue is stated as follows:

2018 2017
Sales of piped gas 1,406,548,565.09 1,324,193,081.15
Gas connection income 89,764,193.35 122,127,257.74
Gas transportation and rent income 9,413,283.10 10,767,404.56
Sales of gas appliances and others 13,799,479.54 12,076,113.79

1,519,525,521.08 1,469,163,857.24

Decomposition of revenue:

2018

Revenue recognition
Revenue recognised at a point in time
Sales of piped gas
Sales of gas appliances and others
Revenue recognised over time
Gas connection income
Gas transportation and rent income
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NOTES TO FINANCIAL STATEMENTS (continued)

Year ended 31 December 2018
Renminbi Yuan

XIII.NOTES TO KEY ITEMS OF THE COMPANY’S FINANCIAL
STATEMENTS (continued)

5. Investment income

2018 2017
Income from long-term equity investments
under the equity method 1,081,141.28 2,439,519.37
Income from wealth management
products and structured deposits 14,363,561.64 12,944,657.55
15,444,702.92 15,384,176.92
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FIVE YEAR FINANCIAL SUMMARY

RESULTS
Year ended 31 December
2018 2017 2016 2015 2014
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
Revenue 1,519,526 1,469,164 1,198,149 1,322,843 1,449,386
Net profit for the year and total
comprehensive income for the year 39,451 38,673 36,960 36,689 67,584
Net profit for the year and total
comprehensive income for
the year attributable to shareholders
of the Parent 39,721 40,073 37,659 37,341 68,958
ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS
As at 31 December
2018 2017 2016 2015 2014
RMB’'000 RMB'000 RMB'000 RMB'000 RMB'000
Current assets 1,563,196 1,526,099 1,403,113 1,259,113 1,172,686
Non-current assets 930,389 934,444 958,619 952,096 964,788
Current liabilities 651,999 648,413 604,081 504,906 478,856
Non-current liahilities 86,546 66,590 50,599 36,028 24,693
Equity attributable to shareholders of
the Parent 1,759,408 1,749,638 1,709,749 1,672,273 1,635,271
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ABOUT THIS REPORT

Time Frame

From 1 January 2018 to 31 December 2018, partial contents are beyond the above time frame.
Guidance for the Report

This report is developed with reference to the Environmental, Social and Governance Reporting Guide issued by the
Stock Exchange of Hong Kong.

Explanations on Data

Historical data cited in this report is the final statistical data. In case of any discrepancies between financial data
and the annual report, the latter shall prevail. Unless otherwise stated, Renminbi is used in this report as functional
currency.

Publication Form

The Environmental, Social and Governance Report of the Company is prepared in Chinese and English. Please log
in http://www.jinrangongyong.com/ for the electronic version.

Explanations on Short Names

For ease of presentation, Tianjin Jinran Public Utilities Company Limited is expressed as “Jinran Public”,
“Company”, “we” and “us”.

Contact Information

Office in the PRC

Floor 9, Gangao Tower, No. 18 Zhengzhou Road, Heping District, Tianjin
Office in Hong Kong

18/F, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong
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ESG RESPONSIBILITIES
Responsibility Management

During its development and operation and in the pursuit of stronger management on ESG issues, Jinran Public
has built various ESG related systems and forged an ESG panel which is in the charge of the Board, so as to
place effective control over, inter alia, organisation and planning, index management and performance appraisal
pertaining to ESG issues.

Decision-Making Body Communication Body Executive Body

e Established in the Board of
the Company

e Making decisions and
playing a leading role in ESG
planning and annual report
on work

e Deploying and conducting
work relating to the
Company’s ESG

e Assigning responsibilities for
ESG tasks to each functional
department of the Company

e Established in the legal
department of the Company

e Carrying out and reporting
on ESG tasks

e Establishing an ESG panel
which is comprised of
staff from each functional
department and subsidiaries

e Managing ESG related
policies and systems

e Preparing the Company’s
annual report on the ESG

e Controlling over other
ESG related issues of the
Company on a centralised
basis

e Established in each

functional department and
subsidiaries of the Company
Identifying and
implementing
responsibilities for ESG
tasks

Complying with each rules
pertaining to ESG
Enhancing communication
with stakeholders
Assisting in collecting
information on and
disclosure in report about
ESG, etc.

Carrying out other work as
required by the Company’s
ESG tasks

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED
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Communication with Stakeholders

In order to enhance the public transparency of the Company, Jinran Public attaches great importance to the
communication with stakeholders and continual innovation of ways of communication. It also understands the

expectations from stakeholders in detail and responds to demands of stakeholders in a timely manner.

Stakeholders Expectations and Demands Ways of Communication
Government Compliance with laws and regulations Attending meetings
Local employment enhancement Statistical statements
Promoting local economic development Daily communication
Shareholder Reasonable returns Corporate announcements
Compliance operation Subject reporting
Corporate governance Annual reports
Client Steady gas supply Daily communication
Strict performance of obligations in accordance
with contracts
Employee Legitimate rights protection Company's website
Employees’ compensation and benefits Labor contracts
Employees’ training and development WeChat platform
Partner Supplier management Fora
Strict performance of obligations in accordance  Daily visiting
with contracts Seminars
Win-win cooperation Trainings

Environment

Community

224

Energy saving
Emission reduction

Communication with communities
Charity events in communities
Involvement in communities
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Determination of Significant Topics

In the course of daily operations, all functional departments and employees of Jinran Public take initiatives to obtain
feedbacks, recommendations and needs from its stakeholders and strive to give prompt response in return. On this
basis and with broad reference to the information disclosures of benchmark enterprises in respect of sustainable
development, and key concerns for the Group raised by the public represented by the media, as well as based
on the development strategies and the status quo of operational management of the Company and with reference
to the Environmental, Social and Governance Reporting Guide issued by the Hong Kong Stock Exchange, the
Company determined the significant topics on social responsibilities for the current year.

Topic Sources

— Suggestions from the management of the Company

— Analysis and recommendations from internal and external experts

— Analysis on multimedia information

— Benchmarking research on domestic and overseas players in the industry
— Guidance on social responsibility

Screening Criteria

— Contribution to sustainable development

— Common concerns of stakeholders

— Emphasis of guidance on social responsibility

— Satisfying demands arising from strategic development of the Company

h

' §

Supplier management Steady gas supply

Protecting employees’ rights and interests Integrity and compliance
Employees’ training and development Quality customer service
Charity events in communities Developing clean energy

Safety guarantee
Green operation

T
Importance Degree to the Stakeholders 0w

v

Importance Degree to the Company High

Annual Report 2018 TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED
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1 ADHERING TO INTEGRITY IN OPERATION, OPTIMIZING
CUSTOMER SERVICE

The Company strived to promote our suppliers to perform social responsibilities and to provide excellent
customer service together. We keep improving the internal corporate governance to build solid fundamental
for future development by keeping our commitments to suppliers, providing thoughtful service to customers
and so on.

1.1 Integrity and Legal Compliance

The Company strictly complies with the all relevant laws and regulations such as Company Law
of the People’s Republic of China, the Securities Law of the People’s Republic of China and the
requirements of Listing Rules of the Hong Kong Stock Exchange as well as developed a set of well-
established corporate governance structure and measures by formulating documents such as
Corruption Risk Prevention, Management and Supervision System ( BRI & EIREEEHE) ),
Talks System ( (fA&E#IE) ) with the standard, reasonable, transparent and efficient corporate
governance principles. In 2018, the Company organised several activities for staffs for the purpose
of legal publicity to strengthen the compliance governance and enhance their legal compliance
awareness so as to create a cultural atmosphere of legal compliance and proper operations.

The Company has been taking anti-corruption and integrity-advocating work seriously and carrying
out relevant work by focusing on three major fields, i.e. system standard, publicity and education,
complaint and report system, to make it implemented thoroughly and comprehensively. There were
no legal cases regarding corrupt practices in 2018.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED
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The Company formulated
rules and systems
regarding to anti-corruption
to incorporate the anti-
corruption requirements to
the major systems of the
Company, which include
Financial Management
System, Anti-corruption,
Integrity Management
System, Implementation
for the Major Issues, Major
Personnel Appointments
and Dismissals, Investments
in Major Projects and Use
of Large Sums of Money,
Equipment and Materials
Management System,
Measures on Supporting
Costs Charging in Marketing
and so on.

System Education
Standard and Publicity

Internal
Supervision

The Company stiffened the
approval procedure regarding
to business transaction
by cooperation among
departments and made
following up measures on
issues raised in management
audit and external audit, as
well as improved the daily
supervision involving in
business, to ensure the long-
effect mechanism of “no-
one-can-corrupt and no-
one-dares-corrupt” in major
business fields.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED

The Company organised
staffs to watch educational
alerting videos, such as
Amazing China ( (B =
THREBE) ), Tracing the
Shadow ( {FFRIZBER) ), For
the Integrity and Peace in
Politics ( & T BURERER
=5 ), which revealed
our determination against
anti-corruption and the
importance of self-discipline
and sticking to faith.
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1.2 Stable Gas Supplying

It is the social responsibility of gas supply company to provide stable and safe gas to users. Jinran
Public strictly complies with the national requirements of the Code for Design of City Gas Engineering
( GBI R ERET#E0) ), Code for Construction of City Gas Engineering ( (B SEMA REZRIRE) ),
Safety Regulations for Gas ( (R Z 2 41) ) and so on, and keeps improving the equipment
construction of pipeline network, generalizing new techniques, equipping with new facilities to
enhance its professional operation capacity, which jointly enable it to provide stable and reliable gas
supply over years. The pipeline network of the Company was 2403.41 km in 2018.

In 2018, the Company supplied gas for the Pressure Reducing Stations of Lishuang Road and
Dongting Road. To guarantee the stable gas source in the region, the Company has enriched
the pipeline network data monitoring methods to achieve prevention and timely warning
and performed line patrol, inspections, urgent repairs, maintenance and other work in strict
accordance with the Company’s pipeline network management system in a bid to achieve stable
gas supply for Pressure Reducing Stations of Lishuang Road and Dongting Road.
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1.3 High-quality Service

Jinran Public has been fulfilling the service philosophy of providing high-quality service. Catering to
the demands of customers, the Company has been improving customer service system, promoting
the development of diversified service platforms, listening to customers’ opinions and making
communication channels accessible with a view to satisfying customers with professional, satisfactory
and thoughtful service experience while striving to have customers use clean energy.

Institutional guarantee

To further improve service level and satisfaction of the general public, Jinran Public formulated
Service Management System. The System defined five principles of Primary Accountability, One-
off Informing, Time-limited Processing and Completion, Deferred Service and Service Appointment,
requiring staff of business halls to answer the service inquiries of gas user on site, complete approval
and give feedbacks within 3 working days. At the same time, to optimise service process, the
Company requires customer service personnel to keep track of the service processing and have
timely communications and linkage in times of any changes. At the same time, customer service
personnel are required to assume whole-process responsibilities for issues first proposed and defer
service if necessary to ensure customer-friendly business process and standardised customer
services.

Diversified gas purchase channels

In 2018, to facilitate customers’ gas purchase and further expand gas purchase channels and
set up Internet-based multi-channel gas purchase, based on self-service gas purchase via ATM
of Agricultural Bank of China and business outlets, the Company launched “Jin E-Life” (JEE4
J& ) mobile app for cardless remote gas purchase, and enabled the support of payment via Alipay
and Official WeChat Account to provide customers with attentive services. At the same time, to
protect customer’s privacy, the Company separately filed customers’ archives and assigned special
department personnel to keep custody of archive keys.
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Feedback on customers’ complaints and suggestions

To make customers worry free from gas purchase, the Company set up a 24-hour maintenance and
repair mechanism and detailed the management measures for handling customers’ complaints,
standardised the handling process for customers’ complaints and unblocked channels for listening
to customers’ opinions and giving feedbacks. In 2018, the Company completed 100% of the timely
handling of 118 customers’ complaints with 100% of customers satisfied.

Customer Contact users
service terminals e . by phone to
. Verify internally yp )
receive know customers
complaints concerns

Appoint time Resolve

Handling process of customers’ complaints
1.4 Suppliers Management

The Company has established sound procurement and supplier management systems and
formulated the Material Purchasing Management System and Project Tender Management System.
The Company further refined the Equipment and Materials Management System in 2018, which
clarifying the equipment and materials procurement principles of proper price, proper quality,
consistency, integrity and tender purchasing, improving the contract review process and optimizing
the management methods of supplier base so as to implement the open, fair and transparent
supplier management of the Company.

In 2018, the Company improved the review procedures and systems for contracts. In terms of
procedures, the Company strengthened the internal decision-making procedures for business
matters involved in a contract review and the compliance of substantive elements in business
management to standardize project contract management and supervise the signing of project
contracts; In terms of contents, the Company entrusted a professional cost advisory agency to review
project cost, required relevant departments and external legal consultants to be jointly responsible for
the legality of the contract terms and the prevention of legal risk, and refined the issues relating to
financial risk, compliance and fund management in contract review.

Figure 2.4.1: The distribution and number
of suppliers of Jinran Public

[l The number of suppliers in Tianjin

B The number of suppliers outside Tianjin
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CONSOLIDATING SAFETY MANAGEMENT AND ENSURING
GAS SAFETY

Firmly upholding the concept of safe development, Jinran Public strengthened its red line awareness
and set up the “zero risk” and “zero liability accident” targets by making every effort to build a long-
term mechanism for safe production, carrying out comprehensive safety inspection and potential risks
investigation and management and implementing various safety measures to ensure safe and stable gas
supply in all aspects.

2.1 Safety Risk Management and Control

Jinran Public strictly complied with the relevant laws and regulations such as the “Work Safety Law of
the People’s Republic of China” and the “Fire Protection Law of the People’s Republic of China”, and
the relevant provisions such as the “Production Safety Regulations of Tianjin City”, the “Gas Safety
Management Rules of Tianjin City”, the “Urban Gas Safety Management Regulations”, the “Measures
for Regulating the Main Responsibility of Safety Production for Production and Operation Units in
Tianjin City”, and the “Temporary Regulations of ‘Same Accountability for CPC Committee Members
and Government Officials, Dual Responsibilities for One Post’ for the Safety Production of Party and
Government Leading Cadres of Tianjin SASAC”, to ensure its safe and stable development.

The Company earnestly implemented the safety and environmental protection requirements of
the State and Tianjin, and continued to promote the construction of a safety and environmental
responsibility system. In 2018, the Company revised the Safety and Environmental Protection
Responsibility System to ensure that all personnel were held accountable for safety and
environmental protection by signing the safety and environmental protection responsibility letters
with employees, stipulating the safety and environmental protection responsibility of each post, and
the all-round and whole-process supervision and management in implementing the main safety and
environmental protection responsibility.

r Security responsibility \

guarantee system

Safety assessment Safety management
system guarantee system

Comprehensive

safety control
management

Emergency support Education and training
system guarantee system

Inspection and hidden

danger management
guarantee system
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2.2

Meanwhile, the Company organised the identification of safety risk sources, established detailed
accounts, dynamically updated the identified risk sources and hidden dangers, formulated
corresponding rectification and safeguard measures and emergency plans, and promoted the timely
rectification of hidden dangers through level-by-level supervision and accountability. In 2018, the
Company organised 7 comprehensive and special drills and 7 on-site disposal drills. The Company
attached importance to the inspection of the construction site, including monthly inspection,
quarterly inspection and pre-holiday inspection by the competent department and safety department,
fire control, electricity, internal security and anti-terrorism, vehicle, and other special inspections
during important period and special rectification period to facilitate implementation, ensure that the
safety and environmental protection measures on the construction site, the personnel protection
the personnel education and the emergency drill is in place. In 2018, the Company organised
over 200 inspections of various types throughout the year. The Company has also strengthened
the safety assessment and formulated the responsibility investigation system, so as to promote the
implementation of the responsibility system.

The Company strictly managed and monitored the risk sources and hidden danger sources by
strengthening the detection, emergency drill, inspection and re-examination of hidden dangers at the
forefront, construction and operation site, so as to avoid the occurrence of safety accidents to the
maximum extent and ensure the production safety. In 2018, no industrial accident occurred in the
Company.

Employee Safety Training

In combination with the actual conditions, Jinran Public has formulated and improved the Safety
Education and Training System, and carried out various kinds of special safety trainings throughout
2018, including the three-level education for new employees, the certification for work, the
certificates for special personnel, and construction safety training, fire control training, internal
protection and anti-terrorism training, technical and business training, emergency training, first-aid
personnel training, etc., which further enhanced the safety awareness of employees and enhanced
their safety operation ability and emergency self-rescue skills.

The Company conducted 92 safety trainings in 2018, with a total of 2,204 people receiving safety
trainings, a total duration of 318 hours (according to training times) and 6,612 hours (according to
training person-times).
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Training type Training times Trainees

Trainings for certificate bearers: special personnel 2 63
training, confined operation training, etc.

Trainings for technical and special operation 22 278
personnel: The Transmission and Distribution
Center organised trainings on the use of new
instruments such as voltage regulators, trainings for
operations high above ground, first-aid personnel
trainings, underground pipeline safety trainings,
construction safety trainings, etc.

Fire control and security trainings: Fire control 19 440
trainings, fire extinguisher use trainings, and
internal protection and anti-terrorism trainings

Safety education: All-staff safety education, 49 1,423
emergency training, risk source identification,
accident prevention education, etc.

In order to protect the occupational health of employees, the Company has established Occupational
Prohibition and Protection system and organised regular physical examination for employees every
year in order to detect health problems of employees and make adjustment to positions accordingly.
For those employees suffering from high blood pressure and heart diseases, they are not allowed to
engage in prohibited trades. In 2018, full attendances for physical examinations of the Company has
been achieved.

The Company has strengthened various safety and labour protection measures to safeguard the
security of working environment. It also regularly organizes trainings on occupational diseases to
enhance employees’ protection awareness and prevent the occurrence of occupational diseases.
Every year, the Company would spend specific funds for purchasing labour protection goods. It has
established a three-level labour protection network (i.e. company-level, sub-company-level and class-
level) to conduct education training and ordinary supervision and inspection on the labour protection
work and the wearing of protection gears of frontline personnel. In 2018, the Company invested
a total of RMB7.01 million for purchasing safety protection facilities and equipment and testing
equipment, maintaining safety protection work of operational staff, etc. In addition, the Company is
in strict compliance with Heat Prevention Management System and Cold Prevention Management
System. In the summer, it will adopt effective heat-proof, ventilation and cooling measures against
extreme heat weathers, implement shift rotation system to avoid high temperature time points,
and provide cold drinks and medicines. In the winter, it will offer cold-prevention and protection
goods and provide cold prevention education to frontline staff. In 2018, the Company invested
RMB517,000 for heatstroke prevention, RMB1,815,000 for emergent pipeline repair works, and a
total of approximately RMB9,341,000 for safety.
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2.3 Guarantee Gas Use Safety

In order to regulate the safety management of the ventilation and ignition of natural gas in
households, increase control over the process of dangerous operation and protect the safety and
health of operational staff, the Company has formulated the Management System on the Ventilation
and Ignition of Gas in Households ( (AP P RBREANLE2EIREGIE) ) in order to effectively
ensure the safety of the gas containing in vertical pipelines and the gas use safety in households. For
residential users, the ventilation and ignition of gas in households means “immediately being done
upon living in”. Therefore, the vertical pipelines in households shall contain gas in advance and the
ventilation and replacement involve two stages, namely, filling natural gas into vertical pipelines and
the ventilation and ignition. For industrial and commercial users, the ventilation and ignition before
the erection of guiding pipelines and the ventilation and ignition in households are performed by one

operation only and regardless of time periods.

In the meantime, the Company strictly regulates its User Safety Inspection System ( (I F Z & & 1%
HIZ ) ). Pursuant to its established safety inspection plan, the Company performs at least 1 indoor
safety inspection every year for those users using IC card natural gas meters in its supplying areas.
For those users using basic gas meters, it will check meters, charge fees and perform inspection in
households every three months. Before the safety inspection, the Company will contact the relevant
property management companies or neighborhood committees, post safety inspection notice in
communities, and inform users to have people await at home in order to increase the efficiency of
safety inspection. The Company also periodically engaged in gas use safety promotion activities in
communities to promote the common knowledge on the use safety and emergency handling of gas
and promote gas use safety awareness. In 2018, the Company conducted indoor safety inspections
for 516,376 households, the indoor safety inspection rate was 95.02% and the coverage rate was

100%.

3 STRENGTHENING ECOLOGICAL CONSTRUCTION,
PROMOTING GREEN DEVELOPMENT

Jinran Public has always been active in responding to national strategies and in strict compliance with
relevant laws and regulations such as the Environmental Protection Law of the People’s Republic of China
( (PEARLMBEIRFRZEL) ) and the Environmental Impact Assessment Law of the People’s Republic
of China ( (P EARKMBEIRIBEFLT(EL) ). The Company focuses on improving its environmental
management system, promoting green construction and enhancing resource utilisation in order to reduce

the impact from its operation on the environment.
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3.1 Developing Clean Energy

As the country strengthened its efforts in comprehensively controlling pollutants and further
implementing the action plan on pollution control, Tianjin Jinran made active responses to national
or local policies such as the Action Plan on Prevention and Control of Air Pollution ( {CX&55 22558
1TE)5TE]) ) and the 2018 Action Plan on Prevention and Control of Air Pollution of Beijing-Tianjin-
Hebei Urban Agglomeration and its Neighboring Areas ( {FUEHE K F:2 1@ 2018F KR/ I5 2 ha
T{EHZ) ) by using its own competitive strengths in the industry in the provision of clean energy to
regional development. Comparing with conventional energy resources such as coal, the use of natural
gas energy can cut down emissions of sulphur dioxide and dust by nearly 100%, carbon dioxide by
60% and nitrogen oxide by 50%, effectively mitigating the greenhouse effect on the earth. Moreover,
since the useful life of natural gas boilers are relatively long, the direct and indirect impacts on
environment from the repair of equipment can be avoided.

In 2018, in addition to guaranteeing the completeness of civil residential projects, Tianjin Jinran
strived to develop “coal-to-gas” project for industrial and commercial users, competed for gas
market, and renovated boilers for many industrial and commercial users, for which, works from a
total of 13 industrial and commercial users are accepted, the total gas volume designed was 2,806
m3/hour and a total of 7,737 civil users were benefited. In the future, the Company will cooperate
with the government departments in complying with relevant policy requirements on eliminating and
restricting the use of heavily-polluting fuel to continue its “coal-to-gas” project, actively explore the
downstream market of natural gas, expand its own areas and gas-supply areas and provide clean
energy to more enterprises and villagers.

Case: “Coal-to-gas” projects performed in 2 villages
in Binhai New Area, Tianjin

In order to support the ecological civilization construction of the country, Tianjin Jinran took the
lead in implementing the“coal-to-gas” projects. In performing the pipeline construction project
of Binhai New Area, the Company overcame many difficulties such as the disorderly layout of
houses in Cuizhuang and Liuzhuang along Hangu Chadian Street, severe illegal construction,
narrow village roads and poor quality of domestic wall-mounted boilers, actively coordinated and
communicated with street offices and village committees, and finally completed the construction
successfully, bringing gas to 1,444 households and reaching a gas utilisation rate up to 80%.
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3.2 Green Construction

The Company focuses on resource conservation and environmental protection during the
construction process, strictly follows the Interim Measures for Environmental Protection Acceptance
Upon the Completion of Construction Projects ( (GE:%1E B % TIRIBEREBR T THEL) ) to
complete the acceptance and registration, and has formulated the Regulations on the Administration
of Urban Gas Construction ( <3 #E# R HE T E I % H1) ) to regulate the construction process
and acceptance process on gas pipelines. As the main component of natural gas is methane,
a greenhouse gas, the Company has continued to put forth effort to effectively reduce methane
emissions by constantly improving the construction of pipeline networks and applying advanced
technical equipment, implementing the “Green Concept” throughout the construction process.

Case: Measures to reduce methane emissions
during the construction process

By use of the connection without cutting gas supply technology and with special drilling
equipment and perforating parts, the Company, through connecting directional drilling, safely and
slowly drills a circular interface of specified size on the operating pipeline, which can be used
to connect with the new pipeline and backfill holes to form a closed pipeline network during the
pipeline improvement. This technology enables the Company to construct without cutting gas
supply at any time during the construction process, thereby reducing the gas loss caused by the
construction and preventing the occurrence of the safety hazards caused by the construction at
night.

The Company’s operation does not involve the production of a large amount of waste water and
gas and hazardous waste, and non-hazardous waste mainly includes solid wastes produced during
constructions, and does not have a material impact on the surrounding ecology. In 2018, the
Company produced a total of 136,842 tons of solid wastes on operation, which were backfilled or
recycled by the third parties.
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3.3 Green Office

Office

Bus

Material

Jinran Public advocates the green office concept of low-carbon and environmental protection. It
refines the management system from three aspects of office, bus and material and implements
environmental protection actions for resources conservation and emissions reduction. In addition,
employees are encouraged to save water, electricity and paper in daily office work to reduce the
impact of office work on the environment.

e The Company uses the OA online office system and sends the electronic documents for
circulation as much as possible. The Company also communicates regularly with Jining Branch
Office through video conferences, to reduce business travel.

e |n 2018, the Company used the water-saving toilet and purchased the eco-friendly furniture
when decorating the office.

e The Company strictly manages buses and comprehensively adopts the GPS positioning
system. It collects statistics about the bus stop and mileage in real time through monitoring
software.

e To improve equipment capacity and efficiency, the Company has formulated the Material
Management System ( & EEHIE) ), which requires that an annual equipment and
material procurement plan shall be prepared based on investment efficiency according to the
equipment and material status of the Company, work requirements, financial budgets and the
investment for that year, and that no over-investment or over-budget and excess purchase over
the purchase plan shall be allowed, in order to reduce resource waste.

TIANJIN JINRAN PUBLIC UTILITIES COMPANY LIMITED
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Scope 1
Scope 2
Total greenhouse gas emissions

Greenhouse gas emissions intensity

Total waste water discharges
General waste Domestic garbage
Office garbage

Asset retirement

Integrated energy consumption

Energy consumption per RMB10,000
Total power consumption

Purchased thermal power consumption
Natural gas usage

Gasoline usage

Fresh water usage

Total water consumption intensity

142,797.27 tons of carbon dioxide equivalent
2,355.83 tons of carbon dioxide equivalent
145, 153.10 tons of carbon dioxide equivalent

0.95 ton of carbon dioxide equivalent/RMB10,000

20,784.80 tons
0.50 ton

16.15 tons
4.81 tons

0.077108219 ton of standard coal
0.005072909 ton of standard coal/RMB10,000
1,054,800 kwn

11,428.63 a

129,200 cubic meters

52.63 tons

25,981 tons

0.17 ton/RMB10,000
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ATTACHING IMPORTANCE TO EMPLOYEE’S BENEFITS,
SHOWING CONCERN FOR SOCIAL WELL-BEING

Jinran Public regards its employees as the main driving force for sustainable development, adheres to the
people-oriented principle and protects the legitimate rights and interests of its employees. The Company
attaches great importance to the development of its employees, provides them with a promising career
development platform and spares no effort to develop its talent team. It cares about the life of employees
and creates a comfortable working environment for them, with an aim to improve their work-life balance.
Jinran Public is also committed to social welfare by organizing volunteer activities and cares for people’s
livelihood.

4.1 Protecting Employees’ Rights and Interests

The Company strictly complies with national laws and regulations, including the Labor Law of the
People’s Republic of China, Labor Contract Law of the People’s Republic of China and Regulations
on the Implementation of the Labor Contract Law of the People’s Republic of China, and actively
implements the Human Resources Management System of Tianjin Jinran Public Utilities Company
Limited ( CRZRM DA EERNBERDAIANEREIZHE) ). It executes labor contracts with
its employees and eliminates all kinds of discrimination in terms of gender, ethnicity, religion and age,
etc. in recruitment, training and promotion, etc. It prohibits child and forced labour and provides all
employees with fair, impartial and transparent job opportunities. By the end of 2018, the Company
had 812 employees, all of whom signed labour contracts. In 2018, the employee turnover rate was
only 0.6%.

Numbers of employees by gender

B Male employees

M Female employees

Number of employees by age

M Below 30 years
M 31-50 years old
M Above 50 years old
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4.2

The Company has established a comprehensive employment management system and formulated
detailed rules for its compensation systems, labor welfare, rewards and punishments rules and
performance appraisal. The Company strictly implements rules such as the Performance Appraisal
Management System ( (ZEEZEIEFIE) ) and is dedicated to establish a team who is detail-
oriented, innovative and practical with high performance, so as to ensure the sound operation of
the organization and continuously improve the performance of the Company and its employees. In
2018, the Company further standardised its performance appraisal management by formulating the
Methods for Appraising the General Departmental Managers ( (EBFI—fREIE A B ZHIE) )
and the Methods for Appraising the Middle Management ( (P [BE&1E A &% ##'%) ) and linking
the annual appraisal results of the employees with their annual bonuses directly, which significantly
motivated the employees to improve their work efficiency and facilitated the development of the talent
team of the Company.

In addition to remaining democratic in communication and management, the Company develops an
improves the rules such as the Rules on Meetings for Employee Representatives ( (% T & A& 5l
/&) ) and the Rules on Democratic Management of Labour Union ( ( T& R FEB4IE) ), with a
view to protect the rights to information and rights of participation and supervision of its employees,
encourage them to engage in the discussion of company policies and enhance the democratic
management of the Company. In 2018, the Company held meetings for employee representatives to
collect feedbacks and opinions from its employees, with 8 proposals received in total.

Employees’ Training and Development

Jinran Public constantly improves occupational development path for employees to realize the
common growth, common progress and common development of both employees and the Company.
The Company continuously optimizes its promotion mechanism, improves its Position Competition
System ( (ZEE LR BIE) ), removes the barriers for transfer-position from technical post to
management post, standardizes the talent selection process, and conduct a comprehensive
inspection of employees through democratic appraisal, talent assessment, written test and interview,
so as to ensure the fairness and openness of employee promotion.
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The Company puts emphasis on training work, strictly implements the Staff Training and
Management System ( (2 LI EEHIE) ), and continuously improves the training system,
pursues innovation in training forms and strengthens training statistics management according to
employee post requirements and personal career development intention. The Company has adopted
a wide range of training methods, such as new employee training, internal department training,
departmental cross training, general external training, professional external training, short-term
training, long-term education, etc. to comprehensively enhance the employees’ comprehensive
quality and management competency. In 2018, the Company had 997 employees attending trainings
and the training coverage rate reached 100%.

Average training hours for different level of staffs
140 132

120
110

100

Senior management Middle management Ordinary staff
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4.3 Care for Staff

Jinran Public recognizes the importance of maintaining a balance between work and life for our
employees and is committed to creating a harmonious working and living environment for employees
and helping them to get through the difficulties encountered in work and daily life. The Company
also strives to enrich our employees’ life and make our employees feel the care and warmth from
our Company by organizing badminton competitions, table tennis competitions and other cultural
and sports activities, film-watching activity, birthday parties and distributing holiday benefits. The
Company also regularly organizes all employees to participate in physical examinations to maintain
their health. In 2018, the social insurance coverage rate of the Company was 100%.

At the same time, the Company practically safeguards the legitimate interests of female employees,
proactively organizes activities such as quiz on female employees’ right and benefit and skipping
game on the Women'’s Day, sets up women-only work lounge, provides special care to the pregnant
or breast-feeding female employees, reserves dedicated refrigerator area for female employees. In
2018, the Company also organised and implemented a special health insurance plan for female
employees to build a barrier of resisting major disease risks for them.

In addition, the Company thoroughly implements the decision-making arrangements of the Central
Government to “strengthen the implementation of targeted assistance” and the requirements of
the municipal General Labor Union to intensify the efforts in inclusive service, practically carries
out the work of providing assistance to the employees in need thorough formulating the Measures
for Providing Support to Employees ( {R#t B TEHHIE) ) and providing assistance and legal
assistance to employees in difficulty and paying visit on a regular basis. In 2018, the Company
refined the standards for providing assistance to employees in difficulty, according to the level of
condolences provided to employees would be classified according to the severity of the disease.
In 2018, the Company assisted 15 employees in difficulties and granted subsidy totaling to
RMB13,600.
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4.4 Community Interest

Jinran Public has been actively practicing social responsibilities, by capitalizing the business and
resource strengths of the Company to carry out routine “Learning from Leifeng” volunteer service
activities. In 2018, the Company rolled out a series of campaigns with theme of “Educating Safe Use
of Gas to Community with Intimate Service (FRAR LT 2R - BUD R ZEERE) 7, to popularize
the knowledge of safe use of gas for users, and further enhance the awareness of users to use gas
safely and legally, with the aim of preventing and reducing the occurrence of accidents, and ensuring

the safety of citizens’ lives, property and public safety.

The Company also carried out poverty alleviation activities of “Safeguarding, Promoting Harmony
Environment for Gas Usage ({RZ 22 M - LB RIFARIRIE) 7, focusing on the elderly living
alone, special households and campus within the community. In connecting with the reality of gas
services, the Company organised promotion activities on safe use of gas and released relevant
materials. The Company’s security inspectors used advanced laser gas telemeter to provide voluntary
safety services at the home of elderly users with mobility difficulties and at Shanghai Road Primary
School ( k&2 ) and No.2 Xinhua Middle School (% —##H ) in Quanyun Village (2
).
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At the eve of the Dragon Boat Festival in 2018, the Hexi branch of Jinran Public carried out a
campaign of “Sharing for the Dragon Boat Festival” in a park near by the Rulinyuan Community
(E#E) to popularize the knowledge of safe use of gas. Through the placing of display boards,
hanging labels and distributing common sense materials on safe use of gas, 12 employees of the
Hexi branch provided various safety knowledge to the residents, concerning, among others, daily
use of gas, regular maintenance of gas appliances, how to use gas water heater and gas cooker
correctly, gas leakage inspection, and how to deal with gas leakage. The campaign was joined by
more than 200 people, and more than 200 safety publicity materials and bags were distributed.
Combining with the “Safety Production Month (Z&4E A) ” and the service reform of “Running
at Most Once (&% 8 —X) " in 2018, the Company had further standardised residents’ gas
operation skills, enabling them to more intuitively understand the importance of gas safety.
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