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Chairman’s Statement

Dear Shareholders,

In 2020, the Company adhered to the objective of green development, and properly responded to the
impacts brought by COVID-19 pandemic. New steps have been taken in high-quality development and
a new situation has been created in various aspects of work. Based on the advanced management
experience, excellent talents and a sound industry layout while leveraging the excellent management
team, outstanding principal business and the resource advantages, the Company continued to
consolidate a leading position in the technological environment protection field in the PRC's power
industry.

In 2020, in the face of a complicated global situation and external environment, the Company precisely
captured the new trend of energy and power development and a new situation of structural adjustment
of environmental protection industry, firmly seized the measures of “stability on the six fronts and
security in the six areas” and tapped into favourable policies to expedite the transformation and upgrade
of each industry segment. Following the continuous implementation of reforms on state-owned
enterprises called “Double Hundred Actions”, the market development level and service guarantee
capability will continue to improve, comprehensively starting a new journey for the high-quality
development of the Company.

Looking ahead, the Company will see the PRC’s “14th Five-Year” Plan as guidance. With the new
development opportunities brought by the “CO, Emission Peak” and “Carbon Neutrality” measures,
the Company will seize the opportunities in the protection and treatment of the Yangtze River Basin and
the Yellow River Basin, while leveraging the development of the wind power, energy and photovoltaic
new energy industries to reach a new margin growth point for the Company. While continuing to draw
support from our Controlling Shareholder, China Datang, for the platform and resources, the Company
will also further enhance the strategic cooperation with the government, the industry associations and
the leading enterprises of different industries, continue to strengthen the development and cooperation
of investment operation, market expansion, product manufacturing, technical services and other areas.
The Company will also actively respond to the “Belt and Road” initiative, commit to the coordinated
development and complementarity of resources in both domestic and overseas markets, and strive to
turn the Company into a top-rated integrated environmental governance service provider with integrated
investment, construction and operation. The Company aims to repay Shareholders and society with
excellent performance results, so as to make greater contributions to the promotion of the development
of green environmental protection industry and the construction of a beautiful China!

Last but not least, on behalf of the Board, | hereby express my sincere gratitude to all the trust and
support from the Shareholders, all sectors of society and friendly personages!

Chairman of the Board
Qu Bo

1
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Message From the General Manager

Dear Shareholders,

In 2020, with the tremendous support of all Shareholders and the precise strategy of the Board, the
Company pushed forward high-quality development by focusing on green and environmental protection,
adhering to reforms and innovation, and enhancing lean management. Encountering the complicated and
changeable situation caused by epidemic prevention and control throughout the year, with the in-depth
advancement of power market reforms, the operating management and the overall staff of the Company
made joint efforts to fight against obstacles to achieve operating revenue of RMB6,821 million, profits
before tax of RMB323 million, return on net assets of 2.9%, and a gearing ratio of 63.6%. The Company
won the awards such as the Top 50 Environmental Enterprises in China and the 2020 Typical Cases
Enterprises in Green Development. The Company accumulatively reduced emissions of sulfur dioxide by
1.37 million tons and nitrogen oxides by 160,000 tons, and made active contributions to establishment
of a national ecological civilization.

In 2020, the Company made new progress in the market development, and actively engaged in new
businesses and new business mode. It successfully won the bid for the Rian Agriculture-Solar Project,
the first photovoltaic turn-key project of the Company in the past three years, laying a solid foundation
for the further expansion of the new energy market. It has signed contracts on zero discharge of
desulfurization wastewater in Nanjing and Dongying, and fully followed up the industrial and municipal
sewage treatment market. In the wake of the chemical, steel and building materials industries, the
first catalyst project in cement industry was successfully delivered, laying the foundation for further
development in the non-power industry. Orders from Europe, the United States, Japan and South Korea
as well as Hong Kong and Taiwan areas amounted to 4,490m?® with overseas markets accounting for
25% of the total orders outside the system. The market development ability was further improved.

In 2020, the Company continued to promote the innovation and development of science and technology,
and the Demercuration Technology for Coal-fired Boiler Flue Injection Biochar (KA 58 /& (& 3818 57 4 '8
/LR FLMT) has been appraised and determined as world leading by the Chinese Institute of Electrical
Engineering (FEBIE# T2 <) The Research and System Development of Intelligent Optimization
Design Technology for Steel Structure (8451 %5 peB1L R T BAM i 75 X R4 ) has been appraised and
determined as world advanced by the China Electricity Council (FFEE H{> ¥4 2). The project team
of the Big Data-based Research and Application of Key Technology in the Life Cycle of Denitrification
Catalysts (R ASURHI AL L B £ o 18 BR R SR R in R FC ER fE ), won the First-class Award for Excellent
Application Results in the Power Industry (EJ1TEEFEAKR—F5). The Technology Development
and Application of Cold-end-coupling-based Integrated Efficiency for Power Stations (ER /2 imfEE ME
UhAR B TR T F 2L ELfE ) won the Second-class Award for 2020 Science and Technology Innovation
for Electric Power (20206 E & HEHTAI%1 —%48). The Company won the 2020 Technology Innovation
Award of China Energy Research Association (20204 E FR B )R ZT € F /T &5 2€) and the Second-
class Award of China Power Innovation (B & 1 &l #7848 — & 48).

In 2021, the PRC will further promote green and low-carbon development, and promote the harmony
between human and the nature. In view of the new development engine brought about by the “CO,
Emission Peak, Carbon Neutrality”, there is still room for the environmental protection industry in
the long term. The Company will focus on “investment, construction and operation” in accordance
with the Group's vision to establish a world-class energy supplier with “green and low-carbon, multi-
functional complementarity, efficient collaboration and digital wisdom”. We will seize the opportunity
in the protection and treatment of the Yangtze River and Yellow River Basins, step up the layout of
clean energy industry, and focus on projects in countries along the “Belt and Road” initiative. Through
diversified development, we will build five business segments, namely production and operation,
product manufacturing, resource utilization, clean energy and engineering services, and gradually
build the Company into a top-rated integrated energy and environmental governance service provider
integrating investment, construction and operation.

Datang Environment Industry Group Co., Ltd.*



Message From the General Manager (Continued)

We hereby express our sincere gratitude to the strong support of all Shareholders and all sectors of
society. Under the leadership of the Board and the support of China Datang, our Controlling Shareholder,
we are confident and determined to bring better rewards to all Shareholders.

General Manager
Wang Yanwen

\

DR

26 March 2021




Company Profile

The predecessor of the Company (stock code: 1272) was China Datang Corporation Group Environment
Technology Co., Ltd. (FBIXESREIREF AR AF]), which was established in July 2011. Since the
establishment of the Company and after several years of rapid development and a series of business
restructuring, the Company has been successfully listed on the Main Board of the Stock Exchange since
15 November 2016. As at 31 December 2020, the Company had a total of 2,967,542,000 issued Shares,
among which the Controlling Shareholder, China Datang, holds, directly and indirectly, an aggregate of
approximately 78.96%.

The Group is the sole platform for the development of environmental protection and energy conservation
business under China Datang Corporation, one of the major state wholly-owned power generation
groups in the PRC. The principal business of the Group includes environmental protection facility
concession operation, denitrification catalysts, environmental protection facilities engineering, water
treatment business, energy conservation business and renewable energy engineering business.

As at 31 December 2020, the Company’s major corporate structure was as follows:

China Datang Corporation Ltd. Public Shareholders
. (PEAEEEERAF)
100% (PRC) Of  Shares

78.17% 21.04%

China Datang Group Capital Holding Co., Ltd
[GLEPNE YRS Gl A
(PRC)

%
Lome e compny
(PRC)

100% 65% 100% 56% 100% 92.11% 100% 65% 10%
Beijing Datang Hengtong| Datang (Beijing) Datang (Beijing) Er\ergy China Datang Datang (Beijing) Water Datang Nanjing Jiangsu Nanjing Thermal| | Zhejiang Datang Tiandi | 1 | China Datang Overseas |
Science & Energy Saving Managem Ltd Technologies Engmeermg & Technolo-| [Environmental Protection| | Electricity Engineering Environmental | Power Operating
Techno\o)g\v Co. o Technology Co., Ltd ORI | & Enginering Co, L1g Technology Co., Ltd. | [Design Institute Co,, Ltd| | Technology Co. Ltd. | | |
ol g p H”*r-]) (PEA BRI TR BT KB AL Gith | GULAOROLRR | (D@/‘E 2
mﬁm” 1) el T )y r\ﬂ N WRELE2Y ) mmbfé ) i 7))
(PRO) PRO) PRC) I (formerly knownas |

1“China Datang Overseas|
‘ Electric Technology !
and O&M Co., Lt d‘

el
100% ‘ mnmmao ) !

Datang Technologies & Engineering India | oo

Private Limited
(RAPHE TREDHEATRA )
(India)
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Financial and Operation Highlights

For the year ended 31 December 2020, the revenue of the Group amounted to RMB6,821.1
million, representing an increase of 6.3% as compared with last year.

For the year ended 31 December 2020, the gross profit of the Group amounted to RMB1,168.3
million, representing an increase of 8.2% as compared with last year; the gross profit margin of
the Group was 17.1%, representing an increase of 0.3 percentage point as compared with last
year.

For the year ended 31 December 2020, the total comprehensive income attributable to owners of
the parent amounted to RMB303.3 million, representing an increase of 38.1% as compared with
last year.

For the year ended 31 December 2020, the Group continued to be the largest desulfurization
and denitrification concession operator and the largest manufacturer of denitrification catalysts
nationwide.

The Board proposed to distribute the final dividend of RMB0.0446 per Share (before tax) for the
year ended 31 December 2020.

2020 Annual Report



Financial Highlights

The following table sets forth the Company’s consolidated statements of profit or loss and other
comprehensive income for the periods indicated:

Year ended 31 December

2020 2019 2018 2017 2016
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
Revenue 6,821,071 6,414,621 8,588,070 8,024,494 8,156,469
Cost of sales (5,652,769) (5,334,656) (7,238,113) (6,424,764) (6,483,157)
Gross profit 1,168,302 1,079,965 1,349,957 1,599,730 1,673,312
Selling and distribution expenses (23,041) (36,898) (42,237) (46,036) (47,018)
Administrative expenses (483,796) (549,695) (279,419) (293,094) (282,051)
Other income and gains 82,240 132,290 169,414 429 113,745
Other expenses (106,603) - - - -
Finance costs (270,291) (252,841) (200,518) (182,831) (193,065)
Impairment losses on financial
and contract assets (44,153) (69,678) (59,775) - -
Profit before tax 322,658 303,143 937,422 1,078,198 1,264,923
Income tax expenses (111,298) (57,766) (154,199) (163,286) (180,193)
PROFIT FOR THE YEAR 211,360 245,377 783,223 914,912 1,084,730
OTHER COMPREHENSIVE
INCOME FOR THE YEAR, NET
OF TAX (40) 967 758 (930) 2,104
Total comprehensive income
for the year 211,320 246,344 783,981 913,982 1,086,834
Profit Attributable to:
Owners of the parent 302,872 218,942 766,736 874,924 1,020,564
Non-controlling interests (91,512) 26,435 16,487 39,988 64,166
211,360 245,377 783,223 914,912 1,084,730
Total comprehensive income
attributable to:
Owners of the parent 303,319 219,666 768,183 874,403 1,021,657
Non-controlling interests (91,999) 26,678 15,798 39,679 65,177
211,320 246,344 783,981 913,982 1,086,834

Datang Environment Industry Group Co., Ltd.*



Financial Highlights (Continued)

The following table sets forth selected items from our consolidated statements of financial position as
at the dates indicated:

31 December

2020 2019 2018 2017 2016
RMB’000 RMB’'000 AMB’'000 AMB’'000 RMB’'000

ASSETS

Total current assets 11,778,902 12,459,102 12,172,973 10,309,222 11,016,628
Total non-current assets 8,401,956 8,711,657 8,287,008 7,852,230 6,918,912
TOTAL ASSETS 20,180,858 21,170,759 20,459,981 18,161,452 17,935,540

LIABILITIES AND EQUITY

Total current liabilities 9,927,604 10,574,779 10,195,621 8,181,413 8,022,970
Total non-current liabilities 2,913,976 3,362,099 2,945,038 3,053,678 3,497,216
Total equity 7,339,278 7,233,881 7,319,322 6,926,361 6,415,354

TOTAL LIABILITIES AND
EQUITY 20,180,858 21,170,759 20,459,981 18,161,452 17,935,640

The following table sets forth a summary of our consolidated statements of cash flows for the periods
indicated:

Year ended 31 December

2020 2019 2018 2017 2016
RMB’000 RMB 000 ARMB 000 ARMB000 RMB 000

Net cash flows from/(used in)

operating activities 1,838,799 (183,225) 487,782 873,831 1,303,594
Net cash flows used in investing

activities (608,905) (1,045,933) (839,589) (1,145,537) (1,575,855)
Net cash flows (used in)/from

financing activities (1,276,650) 1,133,442 370,295 (979,554) 1,812,562

8 2020 Annual Report



Management Discussion and Analysis

As an environmental protection and energy conservation solution provider for coal-fired power
generation enterprises, the principal business of the Group includes environmental protection facility
concession operation, denitrification catalysts, environmental protection facility engineering, water
treatment business, energy conservation business and renewable energy engineering business.
Customers of the Group spread over 30 provinces, autonomous regions and municipal cities in the PRC as
well as eleven countries.

INDUSTRY OVERVIEW

To review the overall performance of the environmental protection industry in 2020, the following
highlights and industry trends are worth mentioning:

1.

Focus on the deployment of clean energy projects to comprehensively achieve
the goal of CO, Emission Peak, Carbon Neutrality

General Secretary Xi Jinping proposed that the PRC's CO, emissions are strived to reach
a peak by 2030 and to achieve carbon neutrality by 2060. Along with the economic growth
and increased demand of energy, the PRC has continuously reduced coal power generation,
vigorously developed and utilized non-fossil energy sources such as wind power, solar
power, hydropower and nuclear power, replacing coal-fired power with clean energy.
The PRC has accelerated the transformation of low-carbon industries, promoted the
development of the service industry, strengthened the energy conservation management
and energy conservation and emission reduction in key areas. It is estimated that in the
next five years, clean energy in the PRC will account for about 80% of the increase in
energy consumption, and the annual total additional installed capacity of wind power and
photovoltaic power will be no less than 100 million kW. The environmental protection
industry should coordinate to accelerate the adjustment of energy structure and the
increase of the proportion of installed capacity for new energy, take the initiative to develop
new technologies and new formats, such as energy storage and hydrogen energy, and fully
promote the transformation of green development.

Datang Environment Industry Group Co., Ltd.*
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Management Discussion and Analysis (Continued)

Accelerate the development of sludge and wastewater treatment technologies
and actively expand the environmental protection market in the Yangtze River
and Yellow River Basins

On 26 December 2020, the 24th meeting of the Standing Committee of the 13th National
People’s Congress of the People’s Republic of China passed the Yangtze River Protection
Law of the People's Republic of China ({(F#E AR H£FEK)T{REX)), which became
effective on 1 March 2021. It specifies that network the environmental protection
administrative department under the State Council and the local people’s governments
at all levels in the Yangtze River Basin shall take effective measures to strengthen the
prevention and supervision of water pollution in the Yangtze River Basin to prevent, control
and reduce water pollution, and emphasizes that the local people’s governments above
the county level in the Yangtze River Basin shall coordinate the construction of centralised
treatment facilities of urban and rural wastewater and supporting pipeline network to
ensure normal operation and improve the capacity of urban and rural wastewater collection
and treatment. The local people’s governments at or above the county level in the Yangtze
River Basin shall promote the upgrade and transformation of industries, such as iron and
steel, petroleum, chemical, non-ferrous metals, building materials and ships to improve the
level of technological equipment, and promote the clean transformation of enterprises of
paper-making, tannery, electroplating, printing and dyeing, non-ferrous metals, pesticides,
nitrogenous fertilizers, coking and APl manufacturing. Enterprises shall reduce resource
consumption and pollutant emissions through technological innovation. This policy provides
a policy guarantee for the Company’s water and sludge treatment business.

Continue to deepen the reform of the formation mechanism of the feed-in tariff
for coal-fired power generation and maintain the environmental protection tariff
policies

In October 2019, the National Development and Reform Commission issued the Guiding
Opinions on Deepening the Reform of the Feed-in Tariff Formation Mechanism for Coal-fired
Power Generation ((BARRLAEZE LEEEFKEFNENEEER)) (the “Guiding
Opinions”), which further stipulated environmental protection tariff policies definitively.
Specifically, for coal-fired power generation volume which applies the price mechanism of
“base price + up and down fluctuations”, the base price includes tariff for desulfurization,
denitrification and dust removal. Power network enterprises are still responsible for
safeguarding power supply and continuing to implement the prevailing ultra-low emission
tariff policies on the basis of implementing base price. For coal-fired power generation feed-
in tariff for which the market has been fully opened up, it includes tariff for desulfurization,
denitrification, dust removal and ultra-low emission. The Guiding Opinions have provided
policy-based guarantee for future development of the environmental protection facility
concession operation business of the Company.

2020 Annual Report



Management Discussion and Analysis (Continued)

BUSINESS OVERVIEW

In 2020, the Group recorded steady development in each business segment and maintained the
leading position in business segments of environmental protection facility concession operation
and denitrification catalysts. Based on the cumulative operating unit capacity as of the end of
2020, the Group continued to maintain its position as the largest flue gas desulfurization and
denitrification concession operator in the PRC. Based on the total output of denitrification catalysts
in 2020, the Group remained as the PRC's largest producer of denitrification catalysts.

In 2020, all of the Group’s desulfurization concession operation and denitrification concession
operation projects under construction have transferred into operational stage in respect of the
environmental protection facility concession operation business. While consolidating its leading
position in the environmental protection field of thermal power segment, the Group actively
developed environmental protection businesses in steel, cement, metallurgy and other non-
electric fields to expand its business scope and influence.

1. Environmental Protection and Energy Conservation Business
1.1. Environmental protection facility concession operation business

The Group’s environmental protection facility concession operation business covers
desulfurization and denitrification concession operations and its major assets are
located along east coast and in the areas with relatively robust economic development
and strong demands for electricity. The following map shows the geographical layout
and cumulative capacity of the Group’s concession operation as at 31 December
2020:
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Management Discussion and Analysis (Continued)

As at 31 December 2020, the cumulative installed capacity in operation for
desulfurization concession operations of the Group reached 48,000MW. The
cumulative installed capacity in operation for denitrification concession operations
reached 40,550MW and the installed capacity of the desulfurization entrusted
operation projects reached 1,960MWV.

The table below sets forth the status of the Group’s desulfurization and denitrification
concession operation projects as at 31 December 2020:

Project location Project name Category of concession operation Installed capacity

(M)

Guangdong Chaozhou Desulfurization and denitrification 3,200
Leizhou Desulfurization and denitrification 2,000

Jiangsu Lvsigang Desulfurization and denitrification 2,640
Nanjing Desulfurization and denitrification 1,320

Xutang Desulfurization 1,300

Shandong Huangdao Desulfurization and denitrification 1,340
Binzhou Desulfurization and denitrification 700

Dongying Desulfurization and denitrification 2,000

Zhejiang Wushashan Denitrification 2,400
Ningxia Pingluo Desulfurization and denitrification 660
Henan Xuchang Desulfurization 2,020
Sanmenxia Desulfurization and denitrification 2,900/1,000

Anyang Desulfurization 1,270

Shouyangshan Desulfurization 1,040

Xinyang (entrusted) Desulfurization 1,960

Gongyi Desulfurization and denitrification 1,320

Hebei Wangtan Desulfurization and denitrification 1,200
Zhangjiakou Thermal Power  Desulfurization and denitrification 600

Zhangjiakou Desulfurization 2,560

Weixian Desulfurization and denitrification 1,320

Tangshan Beijiao Desulfurization and denitrification 1,320

Tianjin Jixian Desulfurization and denitrification 1,200
Anhui Luohe Desulfurization and denitrification 2,500
Ma'anshan Desulfurization and denitrification 1,320

Hushan Desulfurization and denitrification 1,320

Tianjia'an Desulfurization 640

12 2020 Annual Report



1.2.

Management Discussion and Analysis (Continued)

Project location Project name

Category of concession operation Installed capacity

(M)

Shaanxi Binchang Desulfurization and denitrification 1,260
Baoji Desulfurization and denitrification 660

Inner Mongolia Tuoketuo Desulfurization and denitrification 1,320/6,120
Xilinhaote Desulfurization and denitrification 1,320

Jiangxi Fuzhou Desulfurization 2,000
Shanxi Shentou Desulfurization and denitrification 1,000
Xinjiang Hutubi Desulfurization 600
Wu Cai Wan Desulfurization 1,320

Liaoning Shendong Desulfurization and denitrification 700
Huludao Desulfurization and denitrification 700

Denitrification catalysts business

In 2020, the Group's denitrification catalysts business remained stable. The following
table sets forth the breakdown of the key information of the Group’s denitrification

catalysts business in 2020:

Production volume

Sales volume

(Unit: m®)

Delivery volume to
customers other
than China

Delivery volume Datang Group

34,448

38,862

&, 182 15,508

In 2020, the Group sold 18,210m? of catalyst to customers other than China Datang
Group and entered into 106 contracts, among which, 14 contracts were entered with
overseas customers with the aggregate sales volume of 4,490m?, while 60 contracts
were entered with customers from non-electric industry such as glass and alumina
sectors with the aggregate sales volume of 2,278m?. Meanwhile, the Group has made
steady progress in the disposal of waste catalysts with a total amount of 9,038.7m? of
waste catalysts being disposed in 2020.

Datang Environment Industry Group Co., Ltd.* 13
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Management Discussion and Analysis (Continued)

1.3. Environmental protection facility engineering business

In 2020, the Group continued to carry out its environmental protection facility
engineering business, including desulfurization, denitrification, dust removal, ultra-low
emission, and industrial site dust management, and actively explore the environmental
market of non-electric industry such as petroleum, coking, steel, and cement.

The following table sets forth the breakdown of the environmental protection facility
engineering business in the power industry of the Group as at 31 December 2020:

Projects put into Projects under

Projects operation in 2020 construction in 2020
Number Capacity Number Capacity
(M) (MW)
Desulfurization 2 2,640 3 2,600
Denitrification 4 4,040 13 16,240
Dust removal 6 7,360 2 1,200
Ultra-low emission 4 1,980 1 1,760
Industrial site dust treatment B 10,360 3 5,060

1.4. Water treatment business

In 2020, the Group entered into 3 contracts for waterworks projects, with a total
contract amount of RMB247.77 million, among which the signed Kegi Coal Chemical
high salt desulfurization wastewater general contracting project has been the first
wastewater treatment project in the chemical industry contracted by the Group,
marking an achievement of breakthrough in the field of non-electric industry
wastewater treatment by the Group.

2. Overseas Business
As at 31 December 2020, the Group had four overseas projects under enforcement.
Among which, the NPP5A and NPP9 projects in Thailand have been put into operation, the
desulfurization project for No. 1 and No. 2 generating units in Cuddalore in India ran steadily
after officially put into operation and Gujarat project in India is under civil construction.

3. Renewable Energy Engineering Business

In 2020, the Group entered into one new contract for renewable energy engineering project,
namely the photovoltaic engineering project with installed capacity of 50MW.

As of 31 December 2020, the cumulative installed capacity in operation for wind power

plant of the Group reached 2,194MW, while the cumulative installed capacity in operation
for photovoltaic engineering projects of the Group reached 1,001MWV.

2020 Annual Report



Management Discussion and Analysis (Continued)

Research and Development

In 2020, the Group continued to put emphasis on its proprietary development and innovation
and committed substantial resources to research and development. During the year, the
Group was awarded 163 utility model patent authorizations in aggregate, and 18 invention
patent authorizations. As at 31 December 2020, the Group has accumulatively obtained
1,382 patent authorizations, 143 of which were invention patents.

The two scientific and technological achievements self-developed by the Group, namely
“Development and Application of Biomass Coking and Demercuration Technology of
Coal-Fired Boilers Flue Injection” and “Research and System Development of Intelligent
Optimization Design Technology for Steel Structure”, successfully passed the technical
appraisal of the Chinese Society for Electrical Engineering and the China Electricity Council
("CEC"), achieving the world’s leading international standards and advanced international
standards, respectively.

In 2020, the Group continued to strengthen the cultivation of its outstanding technological
achievements, created core competitiveness through continuous technological innovation,
and achieved outstanding results with a total of 10 industry-level technology awards.
Among which, the Technological Development and Engineering Demonstration of SCR
Denitrification Optimal Operation based on Artificial Intelligence won the first prize for the
Technical Innovation Achievements of Outstanding Staff in the National Energy Chemical
Geological System, Research and Development and Application of Key Technology in
the Entire Life Cycle of Denitration Catalyst based on Big Data won the first prize for the
Innovation Achievements in Application of Big Data in Electric Power Industry, Development
and Application of Comprehensive Efficiency Improvement Technology of Power Station
based on Cold-end Coupling won the second prize of Electric Power Technology Innovation
Award.

In March 2020, the Technical Guidelines for the Treatment and Reuse of Wastewater in
Thermal Power Plants (A EREE/KRIEEE ARMITER])), the ISO international standard,
jointly compiled by the Group, Nanjing University and Yixing Academy of Environmental
Protection was officially launched with approval. As of 31 December 2020, the Group was
the editor in chief for 7 of the domestic and international standards among the 35 domestic
and international standards being compiled by the Group.

Datang Environment Industry Group Co., Ltd.*
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Management Discussion and Analysis (Continued)

ll. MANAGEMENT DISCUSSION AND ANALYSIS ON FINANCIAL POSITION AND
OPERATING RESULTS

There are inter-segment sales among the Group’s segments and sub-segments, and accordingly
the Group records intra-segment elimination and inter-segment elimination among these
segments/sub-segments for the relevant revenue and cost of sales. In this annual report, unless
otherwise specified herein, (i) all discussion about total revenue, total gross profit and overall
gross profit margin are based on the amounts after all intra- and inter-segment elimination among
the segments/sub-segments (being the figures reflected in our consolidated statement of profit or
loss and other comprehensive income), and (ii) all discussion about the revenue, gross profit and
gross profit margin of business segments and sub-segments are based on the amounts before
any intra- or inter-segment elimination of such segment or sub-segment.

1. Overview

The Group's revenue increased by 6.3% from RMB6,414.6 million in 2019 to RMB6,821.1
million in 2020. The Group’s profit for 2020 amounted to RMB211.4 million, representing
a decrease of RMB34.0 million as compared with RMB245.4 million in 2019. Profit
attributable to owners of the parent amounted to RMB302.9 million. As at 31 December
2020, the Group’s cash and cash equivalents decreased by 3.1% to RMB1,531.7 million
as compared with RMB1,580.4 million as at 31 December 2019. The Group's total assets
decreased by 4.7% to RMB20,180.9 million as at 31 December 2020 as compared with
RMB21,170.8 million as at 31 December 2019. The Group’s total liabilities decreased by
7.9% to RMB12,841.6 million as at 31 December 2020 as compared with RMB13,936.9
million as at 31 December 2019. The Group’s return on total assets for 2020 was 1.0%, as
compared with 1.2% in 2019.

2. Results of Operations
2.1. Revenue

The Group's revenue increased by 6.3% to RMB6,821.1 million in 2020 as compared
with RMB6,414.6 million in 2019, primarily due to that certain environmental
protection facility concession operation projects of the Group were put into operation
in 2020, resulting in the increase of the income from environmental protection facility
concession operation business; a number of renewable energy engineering projects
won by the Group in 2019 were implemented in 2020, resulting in the increase of the
income from renewable energy engineering business.

2.2. Cost of sales
The Group's cost of sales increased by 6.0% to RMB5,652.8 million in 2020 as
compared with RMB5,334.7 million in 2019. The level of increase in the Group’s cost

of sales was slightly lower than the increase in total revenue, which was mainly due
to the multiple effective cost control measures taken by the Group.

16 2020 Annual Report



2.3.

24.

2.5.

2.6

Management Discussion and Analysis (Continued)

Selling and distribution expenses

The Group's selling and distribution expenses decreased by 37.7% to RMB23.0
million in 2020 as compared with RMB36.9 million in 2019.

Administrative expenses

The Group’s administrative expenses decreased by 12.0% to RMB483.8 million
in 2020 as compared with RMB549.7 million in 2019. This was mainly due to the
decrease in impairment loss on property, plant and equipment for the year as
compared with last year.

Other income and losses

The Group’'s other income and losses decreased to RMB82.2 million in 2020 as
compared with RMB132.3 million in 2019. This was mainly due to the decrease
in exchange gains for the year as compared with last year and the decrease in
government grants.

Other expenses

The Group’s other expenses increased by RMB106.6 million as compared with last
year, mainly due to the compensation losses of RMB102.1 million recorded during
the year. China Datang Technologies & Engineering Co., Ltd. (“Technologies &
Engineering Company”), a subsidiary of the Company, and two other third parties
have entered into an arrangement with Datang Xinjiang Clear Energy Co., Ltd.
(“Datang Xinjiang”) to construct a wind farm. As required by the arrangement,
Technologies & Engineering Company purchased 33 wind turbines from Jiangsu
Jiuding Tiandi Wind Power Co., Ltd. (“Jiuding Tiandi Wind Power"”). In March
2017, Jiuding Tiandi Wind Power received a notice from Datang Xinjiang that the
construction of the wind farm may be suspended. After a series of negotiation
between the parties, Jiuding Tiandi Wind Power brought an arbitration proceeding
against Technologies & Engineering Company in December 2018. In June 2020,
the arbitration authority ruled that Technologies & Engineering Company shall
compensate Jiuding Tiandi Wind Power for economic losses in an aggregate amount
of RMB98,865,000 (the “Ruling”).

On 21 June 2020, Technologies & Engineering Company submitted an application to
the Fourth Intermediate People’s Court of Beijing (the “Court”) to overrule the Ruling.
On 6 July 2020, the application was duly accepted by the Court. On 3 September
2020, the Court issued a civil ruling, dismissing the application for revocation of
the Ruling by Technologies & Engineering Company. Subsequent to the civil ruling,
Technology & Engineering Company and Jiuding Tiandi Wind Power agreed for a total
compensation of RMB102,103,000 to be paid by the Group.

Accordingly, compensation losses of RMB102,103,000 were recorded during the year
ended 31 December 2020.
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Management Discussion and Analysis (Continued)

2.7.

2.8.

2.9.

2.10.

2.11.

2.12.

Finance costs

The Group's finance costs increased by 6.9% to RMB270.3 million in 2020 as
compared with RMB252.8 million in 2019, primarily due to cessation of capitalisation
of interest expense resulted from completion of a number of construction projects in
late 2019 and early beginning of 2020, respectively.

Profit before tax

As a result of the foregoing factors, the Group’s profit before tax increased by 6.5%
to RMB322.7 million in 2020 as compared with RMB303.1 million in 2019.

Income tax expense

The Group’s income tax expense was RMB111.3 million in 2020, representing an
increase of 92.6% from RMB57.8 million in 2019, primarily due to the decrease
in deferred tax assets as compared with last year as in current year some of the
subsidiaries of the Group were in a state of loss of which taxable profits will unlikely
be available in the foreseeable future.

Profit for the year

The Group's profit for the year decreased by RMB34.0 million from RMB245.4 million
in 2019 to RMB211.4 million in 2020. For the year ended 31 December 2020, the
Group's profit for the year as a percentage of its total revenue decreased to 3.1% as
compared with 3.8% in 2019.

Profit attributable to owners of the parent

The profit attributable to owners of the parent increased by RMB84.0 million to
RMB302.9 million in 2020 as compared with RMB218.9 million in 2019.

Profit attributable to non-controlling interests

The profit attributable to non-controlling interests of the Group decreased by 446.6%
to RMB-91.5 million in 2020 as compared with RMB26.4 million in 2019.
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Management Discussion and Analysis (Continued)

Results on Business Segments

The following table sets forth a breakdown of the Group’s revenue by segment/sub-
segment and each segment/sub-segment as a percentage of total revenue for the years

ended 31 December 2020 and 2019, as well as the percentage of change:

For the year ended 31 December

2020

2019

Percentage
of total
revenue before

Percentage
of total
revenue before

Revenue elimination” Revenue  elimination" Change
RMB000 % RMB'000 % %
Environmental Protection and Energy
Conservation Solutions:
Environmental protection facility
concession operation 3,561,548 51.2 3,274,326 49.5 8.8
Denitrification catalysts 450,957 6.5 508,015 1.7 (11.2)
Environmental protection facility
engineering 694,538 10.0 1,441,838 218 (51.8)
Water treatment business 240,830 35 299,164 45 (19.5)
Energy conservation business 37,062 0.5 46,495 0.7 (20.3)
Total revenue of environmental protection
and energy conservation solutions before
elimination 4,984,935 ni 5,569,838 84.2 (10.5)
Intra-segment elimination (106,160) (184,301)
Total revenue of environmental protection
and energy conservation solutions after
intra-segment elimination 4,878,775 5,385,637 (9.4)
Inter-segment elimination - (155)
External revenue of environmental
protection and energy conservation
solution 4,878,775 5,385,382 (9.4)
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Management Discussion and Analysis (Continued)

For the year ended 31 December

2020 2019
Percentage Percentage
of total of total
revenue before revenue before
Revenue elimination'” Revenue  elimination" Change
RMB’'000 % RMB000 % %

Renewable Energy Engineering:
Total revenue of renewable energy

engineering business 1,851,317 26.6 763,880 115 142.4
Inter-segment elimination - -

External revenue of renewable energy
engineering 1,851,317 763,880 142.4

Thermal power engineering:
Total revenue of thermal power engineering 1,135 0.0 113,597 1.7 (99.0)
Inter-segment elimination - -

External revenue of thermal power

engineering 1,135 113,597 (99.0)
Other businesses:
Total revenue of other businesses 117,270 1.7 170,909 26 (31.4)
Inter-segment elimination * (27,426) (19,147) 43.2
External revenue of other businesses 89,844 151,762 (40.8)
Total revenue before elimination ® 6,954,657 100 6,618,224 100 5.1
Total intra- and inter-segment elimination (133,586) (203,603)
Total revenue 6,821,071 6,414,621 6.3
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Notes:

Management Discussion and Analysis (Continued)

Represents the revenue of each business segment or sub-segment (before any intra- or inter-segment
elimination) as a percentage of the total revenue before any intra- or inter-segment elimination.

Intra-segment elimination of revenue from sub-segments under environmental protection and energy
conservation solutions segment mainly arises from the intra-segment sales between denitrification
catalysts sub-segment to denitrification facilities engineering sub-segment and environmental protection
facility concession operation, respectively.

Inter-segment elimination of revenue from environmental protection and energy conservation solutions
segment mainly arises from the inter-segment sales to other business segments made by the sub-
segments within environmental protection and energy conservation solutions segment, including the
inter-segment sales from denitrification facilities engineering sub-segment to thermal power engineering
segment, the inter-segment sales from dust removal facilities engineering sub-segment to thermal power
engineering segment, the inter-segment sales from water treatment business sub-segment to thermal
power engineering segment and the inter-segment sales from energy conservation business sub-segment
to other business segment.

Inter-segment elimination of revenue from other businesses segment mainly arises from the inter-segment
sales between other businesses segment and environmental protection and energy conservation solutions.

Represents the aggregate amount of the revenue of all segments/sub-segments before any intra- or inter-
segment elimination.

Represents the aggregate amount of all intra- and inter-segment elimination.
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Management Discussion and Analysis (Continued)

The following table sets forth a breakdown of the Group’s gross profit by segment/sub-
segment and gross profit margin of each business segment/sub-segment for the years
ended 31 December 2020 and 2019, as well as the percentage of change in gross profit:

For the year ended 31 December

2020 2019
Gross Gross Change
Gross profit Gross profit of gross
profit " margin ? profit " margin? Profit
RMB'000 % RMB 000 % %
Environmental Protection and Energy
Conservation Solutions:
Environmental protection facility
concession operation 943,918 26.5 772,927 236 22.1
Denitrification catalysts 119,394 26.5 145,791 28.7 (18.1)
Environmental protection facility
engineering 8,047 1.2 130,404 9.0 (93.8)
Water treatment business (1,854) (0.8) 31,477 10.5 (105.9)
Energy conservation business 1,752 47 3,479 75 (49.6)
Total gross profit of environmental
protection and energy conservation
solutions 1,071,257 215 1,084,078 19.5 (1.2)
Total gross profit of renewable energy
engineering business 52,721 2.8 25,319 38 108.2
Total gross profit of thermal power
engineering (546) (48.1) 1,159 1.0 (147.1)
Total gross profit of other businesses 35,091 29.9 (29,796) (17.4) (217.8)
Total gross profit and overall gross profit
margin 1,168,302 171 1,079,965 16.8 8.2

Notes:

(1) Calculated based on the revenue of each segment or sub-segment (before any intra- or inter-segment
elimination) minus the cost of sales of such segment or sub-segment (before any intra- or inter-segment
elimination).

(2) Calculated based on the gross profit of each segment or sub-segment calculated according to note (1)

divided by the revenue of such segment or sub-segment (before any intra- or inter-segment elimination).

(3) Total gross profit equals total revenue (being the revenue reflected on our consolidated statement of profit
or loss and other comprehensive income) minus total cost of sales (being the cost of sales reflected on
our consolidated statement of profit or loss and other comprehensive income). Overall gross profit margin
equals total gross profit divided by total revenue.
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Management Discussion and Analysis (Continued)

Cash Flows

As at 31 December 2020, the Group’s cash and cash equivalents decreased by 3.1% to
RMB1,531.7 million as compared with RMB1,580.4 million as at 31 December 2019.

Working Capital

As at 31 December 2020, the Group’s net current assets decreased by 1.8% to RMB1,851.3
million as compared with RMB1,884.3 million as at 31 December 2019, primarily due to
(i) a decrease of 49.7% in the Group's prepayments, deposits and other receivables to
RMB625.0 million as at 31 December 2020 as compared with RMB1,241.6 million as

at 31 December 2019; (ii) a decrease of 1.7% in the Group’'s trade and bills payables to
RMB4,904.5 million as at 31 December 2020 as compared with RMB4,989.3 million as
at 31 December 2019; (iii) a decrease of 3.4% in the Group’s other payables and accruals

to RMB1,789.6 million as at 31 December 2020 as compared with RMB1,852.7 million
as at 31 December 2019; and (iv) a decrease of 14.3% in the Group's short-term interest
bearing bank borrowings and other loans to RMB3,192.3 million as at 31 December 2020 as
compared with RMB3,723.3 million as at 31 December 2019, which was partially offset by
an increase of 1.0% in the Group’s trade and bills receivables to RMB8,628.4 million as at
31 December 2020 as compared with RMB8,541.2 million as at 31 December 2019.

Indebtedness

As at 31 December 2020, the Group’s borrowings decreased by 13.8% to RMB6,070.9
million as compared with RMB7,045.9 million as at 31 December 2019.

Capital Expenditure

The Group's capital expenditure decreased by 50.2% to RMB439.8 million in 2020 as
compared with RMB884.0 million in 2019. Capital expenditure mainly comprises costs of
long-term assets including acquisition or construction of property, plant and equipment and
intangible assets.

Financial Ratios

The following tables set forth certain of our financial ratios as at the dates and for the
periods indicated:

As at 31 December

2020 2019
Current ratio 118.6% 117.8%
Quick ratio 116.7% 116.2%
Liabilities to assets ratio 63.6% 65.8%
Leverage ratio 61.8% 75.6%
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Management Discussion and Analysis (Continued)

V.

For the year
ended 31 December

2020 2019
Return on total assets 1.0% 1.2%
Return on equity 2.9% 3.4%

9. Significant Investment
For the year ended 31 December 2020, the Group made no significant investment.
10. Material Acquisition and Disposal
For the year ended 31 December 2020, the Group had no material acquisition or disposal.
11. Contingent Liabilities
As at 31 December 2020, the Group had no material contingent liabilities.
RISK FACTORS AND RISK MANAGEMENT
Risks on environmental protection and energy conservation policies

The Group provides substantially all of its products and services in the PRC, and the development
of its business is greatly dependent on the environmental protection policies of the PRC.
Environmental protection industry is one of the major industries that benefit from the constant
support of the PRC government. The market demand for the Group’s environmental protection
and energy conservation products and services and the revenue generated therefrom are directly
affected by the environmental protection policies of the PRC. However, there is no assurance that
such policies will continue to be available to the Group or there will be no adverse change. If there
is any adverse change, it may result in a material and adverse effect on the business prospects,
results of operations and financial condition of the Group. The management of the Group is of the
view that, given the severity of pollution in the PRC, it is unlikely for the PRC government to revise
such environmental protection policies regarding the adverse effect or to withdraw any resources
invested in the environmental protection industry. Moreover, the Group, as a trendsetter and
leader of the environmental protection and energy conservation for the PRC’s electric power
industry, has participated in the formulation of various industrial policies and standards, which
allows it to catch the latest industry trends and respond in a timely fashion.

Risks on connected transactions with China Datang Group

The Group has been conducting various transactions with China Datang Group, and will continue
to enter into such transactions in the future. For the year ended 31 December 2020, the total
value of goods sold and services provided by the Group to China Datang Group was approximately
RMB6,160.49 million, representing approximately 90% of the total revenue of the Group. For
the year ended 31 December 2020, the total value of goods purchased and services received
by the Group from China Datang Group was approximately RMB2,261.52 million, representing
approximately 40% of the total cost of the Group. The Group has been actively expanding its
client base. For example, during 2020, the Group entered into contracts in the amount of RMB347
million with clients other than China Datang Group, representing approximately 28.40% of the
total contract amount of the Group.
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Management Discussion and Analysis (Continued)

Liquidity risks

The Group had positive operating cash flows of RMB1,838.80 million for the year ended 31
December 2020. It cannot assure that its operating cash flow for any future period will be positive.
The Group's ability to generate adequate cash inflows from operating activities in the future will
depend in large part on project schedule and billing arrangement, its ability to collect receivables
from its customers in a timely manner and the credit terms it can obtain. If the Group is not able
to generate sufficient cash flows from its operations or obtain sufficient financing to support its
business operation, the Group's growth prospects may be materially and adversely affected.
The Group plans to implement diversified measures to collect receivables in order to improve
operating cash flow. In addition, the Group has been proactively seeking finance to support the
development and expansion of its business. As at 31 December 2020, the Group had available
bank facilities of RMB12.84 billion.

Industry risks

The Group’s business primarily focuses on the environmental protection and energy conservation
for coal-fired power plants, and therefore the market demand for its business relies heavily on
the growth rate of the coal-fired power generation output in the PRC. In particular, the revenue
generated from concession operations will be directly affected by the power generation output
of coal-fired power plants. As pollution has become an increasingly severe environmental issue in
the PRC, the PRC government has shown considerable concern for the adjustment to the national
energy structure and development. Therefore, there can be no assurance that coal-fired power
generation output in the PRC will continue to grow at the current pace. If the increase of coal-fired
power generation output in the PRC slows down, it may result in a decrease of utilization hours
of coal-fired power generation units, or a lower demand for the Group’s products and services,
which in turn will materially and adversely affect our business prospects, results of operations
and financial position. The management of the Group is of the view that, in terms of the power
generation portfolio in the PRC, coal-fired power generation still dominates the market. In addition,
the vast majority of the Group’s concession operations locate in coastal areas or economically
developed areas, where the utilization hours of coal-fired power generation are higher than the
average level nationwide. The Group plans to actively explore clients in the iron and steel, cement
and petro-chemical industries.

Risks on overseas business

The Group is aggressively developing its overseas business, especially in the Belt and Road
Initiative countries, deeply explores Southeast Asia, South Asia and other core markets,
and focuses on the deployment in India, Thailand and other countries. The Group's global
business expansion may be hindered by risks such as: lack of availability of overseas financing,
possible difficulties in the management of overseas personnel and business operations, lack
of understanding of the local business environment, financial and management system or legal
system, volatility in currency exchange rates, cultural differences, changes in political, regulatory
or economic environments in the foreign countries or other regions, as well as the risk of barriers.
If the Group fails to manage the above risks effectively, its overseas expansion may be hindered,
which may in turn result in a material and adverse effect on its business prospects, results of
operations and financial condition. The management of the Group is of the view that, the PRC
government has been actively establishing friendly diplomatic relations with the Belt and Road
Initiative countries and improving the overseas investment atmosphere. The Group has extensive
experience in project management in certain countries, such as India and Thailand, which can
serve as examples for its future overseas development. Moreover, the Group has established
rather mature risk management and internal control systems to mitigate risks on overseas
business to the greatest extent possible.
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Management Discussion and Analysis (Continued)

V. OUTLOOK ON THE GROUP’S FUTURE DEVELOPMENT

2021 is the first year for the PRC’s “14th Five-Year” Plan. In the face of the in-depth advancement
of the electricity market reform, the reform of state-owned assets and state-owned enterprises
has accelerated significantly. The Group will proactively prepare for the response and accelerate
the adaptation to the new policies and market environment.

On the upside, firstly, the Chinese government has proposed “stability on the six fronts and
security in the six areas” initiative and successively introduced tax and fee reduction measures to
support the real economy. The basic trend of the PRC's long-term economic improvement has not
changed. Secondly, the PRC’s “14th Five-Year” Plan draft proposal proposed to promote green
development and promote the harmonious coexistence of human and nature. In the long run, the
environmental protection industry still has room for layout. Thirdly, taking the opportunity of the
three-year action plan for the reform of state-owned enterprises, the Group is expected to further
break through the constraints of systems and mechanisms and improve market-oriented operating
mechanisms.

On the downside, firstly, the development of the PRC's thermal power industry under the
background of “peaking carbon dioxide emissions and achieving carbon neutrality” will be further
restricted, and the concessional operation of the Group’s environmental protection facility and
denitrification catalyst business may be adversely affected. Secondly, the situation of pandemic
prevention and control in the PRC is under the trend of normalization. Under the background of
capacity optimization, competition in the environmental protection industry remains fierce, with
project profit margins remaining low. Thirdly, the foreign pandemic situation is still severe, causing
the Group’s expansion in overseas market expansion adversely restricted.

Main Tasks in 2021

2021 is the first year for the “14th Five-Year” Plan. Grasping the new development opportunities
brought by “peaking carbon dioxide emissions” and “achieving carbon neutrality”, the Group
will focus on the green environmental protection industry. Taking market as the guide, under the
theme of promoting high-quality development and driven by technological innovation and reform
deepening, the Group will strive to cultivate new drivers of development and embark on a new
journey of “second entrepreneurship” in an all-round way. The Group will focus on the following
three aspects:

1. Promote lean management in an all-round way, and strive to achieve a management
breakthrough

The Group will apply the lean management concept to the entire business process and the
entire chain, so as to create more and greater value with minimal investment in resources,
and gradually build a lean management system suitable for the development of the Group.
Regarding the franchise business of environmental protection facility, the Group will
actively promote the application of new technologies and the transformation of automation
control, and develop new desulfurizers such as calcium carbide slag substitution to further
reduce limestone consumption and carbon dioxide emissions. In addition, the Group will
carry out the utilization of desulfurization by-products such as gypsum purification, so as
to fully promote the comprehensive utilization of resource recycling, and further enhance
profitability while improving resource utilization efficiency. In terms of other businesses,
the Group will strengthen the process management of water operation projects and catalyst
production, further optimize the production process, and reduce the consumption of
water, electricity, gas and raw materials, fully increasing the level of revenue through deep
exploration of the potential.
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Improve the level of market development, and strive to achieve a business breakthrough

The Group will focus on carbon peak and carbon neutrality target, earnestly carry out
intensive efforts in combating pollution and coordinated efforts to reduce pollution and
reduce carbon emissions. In traditional business, the Group will focus on the key directions
and key areas to accelerate the transformation and upgrade of our business. The Group
will actively research and expand the production capacity expansion of the denitrification
catalyst business, expand the production capacity of honeycomb catalysts and catalysts
for renewable disposal of capacity, and further increase the market share in the overseas
markets and non-electrical industries, such as steel, metallurgy and building materials.
The engineering business will grab the coal and coal-to-chemicals enterprise’s flue gas
comprehensive treatment, the environmental protection treatment business including zero-
emission of waste water and water saving transformation for recycling water for coal-fired
power plants and mine water treatment for coal and coal-to-chemicals enterprises. In terms
of emerging business, the Group will seize strategic opportunities in the development
of the Yangtze River Economic Belt, the ecological protection of the Yellow River Basin
and high quality development, make new breakthroughs in urban wastewater treatment,
and vigorously develop the business of coal-fired co-generation of municipal sludge, and
gradually expand the scope of business into Beijing-Tianjin-Hebei, Guangdong-Hong Kong-
Macao Greater Bay Area, Hainan Free Trade Zone, etc.. With the development of building
distributed energy as the breakthrough, the Group will actively expand our multi-functional
complementary businesses in industrial parks, residential areas, office areas, campuses,
etc. to develop and promote related businesses such as “Smart City"”, focusing on decrease
in carbon, reduction in carbon and technological reserves in frontier areas such as soil
restoration, mine rehabilitation, energy storage, hydrogen energy and carbon capture, so as
to further expand the environmental protection market.

Persist in development led by science and technology, and strive to achieve a
technological breakthrough

The Group will adhere to the leading role of technology, fully activate internal scientific
research capabilities, actively adopt the combination of independent research and
development and technology introduction, and strengthen the reserve of cutting-edge
technology, so as to strive to solve the bottleneck problem. Meanwhile, the Group will tap
the potential for innovation, make full use of internal and external resources, strengthen
core technology reserves, and quickly acquire key technologies that have good market
prospects, strong competitiveness, and support high-quality development through multiple
channels including independent research and development, technology introduction and
technology cooperation. In addition, the Group will cooperate with first-class scientific
research institutions to study national and industry policies, analyze industry technology
trends, capture core technologies suitable for future industry development, so as to provide
forward-looking reserve technologies for medium and long-term development. The Group
will improve the scientific and technological innovation system, conduct in-depth research
on the transformation mechanism of technological achievements, and promote the in-depth
integration of production, education and research, so as to establish a comprehensive and
open innovation system.
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Report of Directors

The Board hereby presents this report of Directors and the annual report as well as the Group’s audited
consolidated financial statements for the year of 2020 prepared in accordance with the International
Financial Reporting Standards (“IFRSs").

l. CORPORATE INFORMATION

The Company was incorporated as a joint stock Company in the PRC with limited liability on 25
July 2011. Basic information about the Company is set out in the sections headed “Company
Profile” and “Corporate Information” on page 5 and pages 206-208 of this annual report.

Il. PRINCIPAL BUSINESS

The Group is the sole platform for the development of environmental protection and energy
conservation business under China Datang Group, one of the 4 major state wholly-owned power
generation groups in the PRC. The principal business of the Group includes environmental
protection facility concession operation, denitrification catalysts, environmental protection facilities
engineering, water treatment business, energy conservation business and renewable energy
engineering business.

Details of the Company’'s subsidiaries are set out in Note 1 to the financial statements in this
annual report.

lll. RESULTS AND BUSINESS REVIEW

The audited financial results of the Group for the year ended 31 December 2020 are set out in the
consolidated statement of profit or loss and other comprehensive income on pages 96-97 of this
annual report. The financial position of the Group and of the Company as at 31 December 2020
is set out in the consolidated statement of financial position on pages 98-99 of and in Note 40 to
the financial statements in this annual report. The cash flows of the Group for the year ended 31
December 2020 are set out in the consolidated statement of cash flows on pages 101-102 of this
annual report.

A discussion and analysis of the Group’s business review, results and performance during the
year ended 31 December 2020, the discussion and analysis of the key factors of its results and
financial performance, risk factors and risk management and the prospect for future development
are set out in the section headed “Management Discussion and Analysis” on pages 9-27 of this
annual report, and the “Report of Directors” on pages 28-52 of this annual report. The description
of relationship between the Group and employees is set out in the section headed “Human
Resources” on pages 90-91 of this annual report. The indemnity provisions of the Company
are set out in the section headed “Directors’ liability insurance and the permitted indemnity
provisions” under the corporate governance report on page 59 of this annual report. The
aforementioned sections form part of the report of Directors.
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VL.

Report of Directors (Continued)

ENVIRONMENTAL POLICIES AND PERFORMANCE OF THE COMPANY

As an environmental protection technology company, the Group strictly abides by the environment
and social-related laws and regulations that have a significant impact on the Group in relation to
its businesses, including provision of environmental protection and energy conservation services,
monitoring of the pollutants generated by coal-fired power plants, and provision of renewable
energy services, etc.. Meanwhile, as a responsible company, the Group proactively performed
its social responsibility in 2020, and conducted business by taking fulfillment of the concept
of sustainable development as its duty. It also adheres to mutually beneficial cooperation with
customers and employees to seek for common development, and strives to maintain a balance of
harmony with ecological environment and social environment. The Group will keep on undertaking
social responsibilities and exerting advantages as an environmental protection enterprise and
making consistent efforts to forage an environment with blue sky and white clouds.

Details of the environmental, social and governance of the Company will be set out in the
Environmental, Social and Governance Report (the “ESG Report”) to be issued by the Company
separately pursuant to Rule 13.91 and Appendix 27 to the Listing Rules.

COMPLIANCE WITH LAWS AND REGULATIONS

As an H share company incorporated in the PRC with limited liabilities and listed on the Main
Board of the Stock Exchange, the Company is governed by various applicable domestic laws and
regulations including the Company Law of the People's Republic of China (“Company Law"),
the Production Safety Law of the People's Republic of China, the Standards for Corporate
Governance of Listed Companies ({ LA RIGIE2ERI)) promulgated by the CSRC, the Guideline
on Comprehensive Risk Management of Central Enterprises ((FFRME2EER EIEIED]))
promulgated by the SASAC, as well as the Listing Rules and the SFO. The Group has implemented
risk management and internal control measures to ensure its compliance with such laws and
regulations. Having reviewed the business performance of the Group, the Board is of the view
that the Group has been in compliance with the requirements of relevant laws and regulations in
all material respects.

The discussion and analysis of legal risks exposed to the Company are set out in the section
headed “Risk Factors and Risk Management” on pages 24-25 of this annual report.

USE OF NET PROCEEDS FROM THE INITIAL PUBLIC OFFERING

The Company has been listed on the Main Board of the Stock Exchange since 15 November
2016. The net proceeds from the initial public offering and partial exercise of the over-allotment
option, after deducting the underwriting fees and relevant expenses, amounted to approximately
HK$2,032.3 million, which will be used in the ways stated in the section headed “Future Plans
and Use of Proceeds” of the Prospectus.
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Report of Directors (Continued)

VII.

VIIl.

The following table sets forth the use of net proceeds from the initial public offering as at 31

December 2020:

Actual use
Use of net of net Unused net Expected
proceeds proceeds proceeds time of full
disclosed up to 31 up to 31 utilization
in the December December of remaining
Prospectus 2020 2020 balance
(HK$ Million)  (HK$ Million) (HK$ Million)
To finance the capital expenditures
for expanding the desulfurization
and denitrification concession
operations 1,219.5 1,219.5 0.0 -
To develop new sources of growth
in the revenue and profit, including
but not limited to EMC business
for coal-fired power plants, water
treatment business, and providing
customers with overall solution
plans of ultralow emissions 304.8 304.8 0.0 -
To repay some of the existing bank
loans in order to lower the finance
costs and improve the financial
leverage ratio 203.2 203.2 0.0 -
For working capital and other general
corporate purposes 203.2 203.2 0.0 -
For research and development December
expenditures 101.6 22.3 79.3 2025
Total 2,032.3 1,953.0 79.3

PROPERTY, PLANT AND EQUIPMENT

Details of the changes in property, plant and equipment of the Group are set out in Note 14 to the
financial statements in this annual report.

At the end of the Reporting Period, the Group had no investment properties or properties held
for development and/or sale with one or more of the percentage ratios (as defined under Rule
14.04(9) of the Listing Rules) exceeding 5%.

SHARE CAPITAL

As at 31 December 2020, the total registered share capital of the Company was
RMB2,967,542,000, divided into 624,296,200 H Shares and 2,343,245,800 Domestic Shares.
Details of the changes in issued share capital of the Company during the Reporting Period are set
out in Note 29 to the financial statements in this annual report.
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PRE-EMPTIVE RIGHTS

As at 31 December 2020, there were no provisions for pre-emptive rights under the Articles of
Association or the relevant PRC laws, which require the Company to offer new Shares to existing
Shareholders in proportion to their shareholdings.

RESERVES

Details of the changes in reserves of the Group and of the Company during the Reporting Period
are set out in the consolidated statement of changes in equity and in Note 40 to the financial
statements in this annual report.

RETAINED PROFITS

Pursuant to the Articles of Association, where there are differences between Accounting
Standards for Business Enterprises of the PRC (“PRC GAAP") and the IFRSs, the retained profits
shall be the lower of the amounts shown in the two different financial statements. There is no
discrepancy between the net assets at the end of 2020 as calculated in accordance with PRC
GAAP and the IFRSs. The retained profits of the Group as of 31 December 2020 is set out in the
consolidated statement of changes in equity.

The Board proposes to set aside 10% of the profit after tax as the statutory surplus reserve
in accordance with the Company Law and the Articles of Association, and not to set aside
discretionary reserve. This proposal will be submitted to the 2020 AGM for consideration and
approval.

2020 FINAL DIVIDEND AND RELATED CLOSURE OF REGISTER OF MEMBERS

According to the resolutions of the Board passed at the twenty-second meeting of the second
session of the Board on 26 March 2021, the Board proposed to distribute the final dividend for the
year ended 31 December 2020 of RMB0.0446 per Share (before tax) (the “Proposed 2020 Final
Dividend”) in cash to the Shareholders. If the proposal is approved by the Shareholders at the
2020 AGM to be held on Friday, 4 June 2021, the Proposed 2020 Final Dividend is expected to be
distributed on or about Tuesday, 10 August 2021 to the Shareholders whose names appear on the
register of members of the Company on Friday, 2 July 2021. The Proposed 2020 Final Dividend
to be distributed will be denominated and announced in RMB, of which dividends on domestic
Shares will be paid in RMB whereas dividends on H Shares will be paid in Hong Kong dollars
(the exchange rate of RMB to Hong Kong dollars will be exchanged at the average exchange rate
as announced by the People’s Bank of China for five working days prior to the date of the 2020
AGM).

In order to ascertain the entitlements of the Shareholders to receive the Proposed 2020 Final
Dividend, the register of members of the Company will be closed from Friday, 25 June 2021
to Friday, 2 July 2021 (both days inclusive), during which period no transfer of Shares will be
effected. To be eligible to receive the Proposed 2020 Final Dividend, all transfer documents 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 holders of H Shares), or the Company’s board office in the PRC at No. 120
Zizhuyuan Road, Haidian District, Beijing, the PRC, 100097 (for holders of Domestic Shares), no
later than 4:30 p.m. on Thursday, 24 June 2021.
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Xll. TAX

According to the Enterprise Income Tax Law of the PRC ((F#E AR HEFIBE M EFTEFE)) and its
implementation regulations (the “EIT Law"), the tax rate of the enterprise income tax applicable
to the income of a non-resident enterprise deriving from the PRC is 10%. For this purpose, any H
Shares registered in the name of non-individual enterprises, including HKSCC Nominees Limited,
other agents or trustees, or other organizations or groups, shall be deemed as shares held by non-
resident enterprise Shareholders (as defined under the EIT Law). When the Company distributes
dividends to non-resident enterprise Shareholders, it is liable to withhold enterprise income tax
on their behalf at an interest rate of 10%. If H Shareholders need to change their Shareholder’s
status, they shall consult with the agents or trustees on the procedures. In strict compliance
with laws and requirements of relevant government authorities, the Company will withhold the
enterprise income tax according to the register of members of the H Shares of the Company as at
the record date.

Any resident enterprise (as defined under the EIT Law) which has been legally incorporated
in the PRC or which was established pursuant to the laws of foreign countries (regions) but
has established effective administrative entities in the PRC, and whose name appears on the
Company'’s register of members of H Share should deliver a legal opinion ascertaining its status
as a resident enterprise furnished by a qualified PRC lawyer (with the official chop of the law
firm issuing the opinion affixed thereon) and relevant documents to the H Share Registrar,
Computershare Hong Kong Investor Services Limited, if they do not wish to have the 10%
enterprise income tax withheld and paid on their behalf by the Company.

Pursuant to the Notice on the Issues on Levy and Administration of Individual Income Tax after
the Abolishment of Guo Shui Fa (1993) No. 045 Document (B8R BIFT 2 (1993)04558 S4B |- 18
BRABASHRBEMENBEA)) issued by the State Administration of Tax on 28 June 2011, the
dividend to be distributed by the PRC non-foreign invested enterprises which have issued shares
in Hong Kong to the overseas resident individual shareholders, is subject to the individual income
tax with a tax rate of 10% in general.

If the individual H Shareholders are residents of Hong Kong or Macau or those countries
which have entered into a tax treaty with the PRC stipulating a dividend tax rate of 10%, the
Company will finally withhold and pay individual income tax at the rate of 10% on behalf of these
Shareholders. If the individual H Shareholders are residents of those countries which have entered
into a tax treaty with the PRC stipulating a dividend tax rate of less than 10%, the Company
will make applications on their behalf to seek entitlement of the relevant agreed preferential
treatment pursuant to the relevant tax treaty. Under the above circumstances, if the relevant
individual H Shareholders want a refund of the extra amount withheld (the “Extra Amount”) due
to the application of 10% tax rate, the Company can apply for the relevant agreed preferential tax
treatment provided that the relevant Shareholders submit the evidence required by the notice of
the tax treaty to the H Share Registrar. The Company will assist with the tax refund after receiving
approval of the competent tax authority. Should the individual H Shareholders be residents of
the countries which have an agreed tax rate of over 10% but less than 20% with the PRC under
the tax treaty, the Company will withhold and pay the individual income tax at the agreed actual
rate in accordance with the relevant tax treaty. In the case that the individual H Shareholders are
residents of the countries which have an agreed tax rate of 20% with the PRC, or which have not
entered into any tax treaty with the PRC, or otherwise, the Company will withhold and pay the
individual income tax at a rate of 20%.
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The Company will strictly comply with the laws and requirements of the relevant government
authorities and withhold and pay enterprise and individual income tax on behalf of the
Shareholders based on the Company’s register of members of the H Shares on the record date.
The Company assumes no liability whatsoever in respect of and will not entertain any claims
arising from any delay in, or inaccurate determination of, the status of the Shareholders or any
disputes over the mechanism of withholding of enterprise income tax. The Company assumes no
liability whatsoever in respect of any claims arising from any delay in, or inaccurate determination
of the status of the Shareholders or any disputes over the mechanism of withholding.

REPURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE
COMPANY

For the year ended 31 December 2020, neither the Company nor any of its subsidiaries has
repurchased, sold or redeemed any of the Company'’s listed securities.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2020, total sales to the Group’'s five largest customers
represented approximately 32% of total revenue of the Group for the year of 2020, among which
total sales to the largest customer accounted for approximately 9% of total revenue of the Group
for the year of 2020. The super-majority of our top five customers during the Reporting Period
were subsidiaries of China Datang, and the Group was heavily reliant on sales to China Datang
Group as its principal source of revenue. For the year ended 31 December 2020, the total value of
products and services provided by the Group to China Datang Group represented approximately
90% of the total revenue of the Group for the corresponding period. If not taking into account
of revenue generated from the concession operations, the Group’'s revenue generated from
transactions with China Datang Group represented approximately 38% of the total revenue of the
Group for the year ended 31 December 2020.

For the year ended 31 December 2020, total purchase from the Group’s five largest suppliers
represented approximately 30% of total cost of sales of the Group for the year of 2020, among
which total purchase from the largest supplier accounted for approximately 20% of total cost of
sales of the Group for the year of 2020. During the Reporting Period, the Group procured certain
products and services from China Datang Group. For the year ended 31 December 2020, the
total value of products and services procured by the Group from China Datang Group represented
approximately 40% of the total costs of the Group for the year ended 31 December 2020.

To the best of the Directors’ knowledge, except for certain subsidiaries of China Datang that
were among our top five customers or suppliers, none of the Directors, Supervisors, Senior
Management, their close associates or any Shareholders (to the best of the Directors’ knowledge,
who holds more than 5% of the issued Shares) have any interest in the five largest customers or
suppliers of the Company during the Reporting Period.

During the Reporting Period, the Company maintained good relations with its customers
and suppliers. The Company kept contact with its customers and suppliers, and maintained
communication with them via various channels, such as telephone, email and physical meetings,
to receive feedback and suggestions.

BANK BORROWINGS AND OTHER LOANS

The details of bank borrowings and other loans of the Group as at 31 December 2020 are set out
in Note 28 to the financial statements in this annual report.
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XVIII.

XIX.

STAFF

Staff is the key for the Group’s sustainable development. Details of the staff of the Group are
set out in the sections headed “Profile of Directors, Supervisors and Senior Management” and
“Human Resources” on pages 77-89 and pages 90-91 respectively in this annual report.

ENTRUSTED DEPOSITS AND OVERDUE TERM DEPOSITS

For the year ended 31 December 2020, the Group had no entrusted deposits with financial
institutions in the PRC, or term deposits which were overdue but unrecovered.

DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

The following table sets forth certain information concerning the Directors, Supervisors and Senior
Management from 1 January 2020 to the date of publishing of this annual report:

Date of appointment/resignation
as a Director/Supervisor/Senior

Name Position in the Company Management
Directors
QU Bo Chairman of the Board and October 2020

LIU Quancheng
LIU Ruixiang

LI Zhenyu
WANG Yanwen

TIAN Dan

YE Xiang

MAOQO Zhuanjian
GAOQ Jiaxiang
JIN Yaohua

HOU Guoli
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non-executive Director
Non-executive Director
Non-executive Director
Non-executive Director
Executive Director
Authorised representative
General manager
Former deputy general manager
Executive Director
Deputy general manager
Independent non-executive Director
Independent non-executive Director
Independent non-executive Director
Former chairman of the Board and
non-executive Director
Former non-executive Director

Former general manager and
executive Director
Former authorised representative

October 2019

October 2019

October 2019

October 2019

August 2020

July 2020

Resigned in July 2020

October 2020

July 2020

June 2015

June 2015

April 2016

Resigned in August 2020, with
effect from October 2020

Resigned in August 2020, with
effect from October 2020

Resigned in July 2020

Resigned in August 2020
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Date of appointment/resignation
as a Director/Supervisor/Senior
Name Position in the Company Management

Supervisors

HUO Yuxia Chairman of the Supervisory June 2020
Committee

LIU Liming Supervisor October 2019

LUO Li Employee representative Supervisor January 2021

CHEN Li Former employee representative Resigned in January 2021
Supervisor

WANG Yuanchun Former chairman of the Supervisory Resigned in December 2019, with
Committee and Supervisor effect from June 2020

Senior Management "

BU Baosheng Deputy general manager November 2020

CHEN Song Chief accountant July 2019

WANG Haijie Deputy general manager April 2019

LIU Chundong Deputy general manager July 2020

ZHOU Ce Secretary of the Discipline Inspection March 2020

Committee

LIANG Xiuguang Deputy general manager March 2018

Secretary of the Board, Joint November 2020

Company Secretary and authorised
representative
LIU Weihua Former deputy general manager Resigned in July 2020
ZHU Mei Former deputy general manager Resigned in November 2020
Former secretary of the Board, Joint Resigned in November 2020
Company Secretary and authorised
representative

ZENG Bing Former secretary of the Discipline Resigned in March 2020
Inspection Committee

MAO Hui Former deputy general manager Resigned in November 2020

Note:

(1) The list of Senior Management excludes those who are also serving as Directors or Supervisors.

The Company has received, from each of the independent non-executive Directors, an annual
confirmation of his independence pursuant to Rule 3.13 of the Listing Rules, and considers that
each of the independent non-executive Directors is independent of the Company.
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XX. CHANGE OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

From 1 January 2020 to the date of this report of Directors, according to the requirement of Rule
13.51B(1) of the Listing Rules, the changes in information of Directors are set out as follows:

Mr. QU Bo served as the chairman of the Board and non-executive Director from October
2020.

Mr. JIN Yaohua resigned as the chairman of the Board and non-executive Director from
October 2020.

Mr. TIAN Dan served as an executive Director from October 2020.

Mr. HOU Guoli was re-designated as a non-executive Director from executive Director from
July 2020, and resigned as a non-executive Director from October 2020.

From 1 January 2020 to the date of this report of Directors, according to the requirement of Rule
13.51B(1) of the Listing Rules, the changes in information of Supervisors are set out as follows:

Mr. WANG Yuanchun resigned as the Chairman of the Supervisory Committee and
Supervisor from December 2019, with effect from June 2020.

Ms. HUO Yuxia served as the Chairman of the Supervisory Committee from June 2020.
Ms. LUO Li served as the Supervisor from January 2021.

Mr. CHEN Li resigned as the Supervisor from January 2021.

From 1 January 2020 to the date of this report of Directors, according to the requirement of Rule
13.51B(1) of the Listing Rules, the changes in information of Senior Management are set out as
follows:

Mr. ZHOU Ce served as the Secretary of the Discipline Inspection Committee from March
2020.

Mr. WANG Yanwen was re-designated from a deputy general manager to a general
manager of the Company from July 2020 and served as the authorized representative of the
Company from August 2020.

Mr. TIAN Dan served as a deputy general manager of the Company from July 2020.

Mr. LIU Chundong served as a deputy general manager of the Company from July 2020.

Mr. BU Baosheng served as a deputy general manager of the Company from November
2020.

Mr. LIANG Xiuguang served as the secretary of the Board, the Joint Company Secretary and
the authorized representative of the Company from November 2020.

Mr. ZENG Bing resigned as the secretary of the Discipline Inspection Committee of the
Company from March 2020.
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° Mr. HOU Guoli resigned as the general manager of the Company from July 2020 and
resigned as the authorized representative of the Company from August 2020.

° Mr. LIU Weihua resigned as a deputy general manager of the Company from July 2020.

° Ms. ZHU Mei resigned as a deputy general manager of the Company, the secretary of the
Board, the Joint Company Secretary and the authorized representative of the Company from
November 2020.

° Mr. MAO Hui resigned as a deputy general manager of the Company from November 2020.

For details, please refer to the announcements of the Company dated 18 June 2020, 24 July 2020,
28 August 2020, 23 October 2020, 30 November 2020 and 25 January 2021 with respect to the
changes in Directors, Supervisors and Senior Management respectively.

BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Biographical details of Directors, Supervisors and Senior Management are set out in the section
headed “Profile of Directors, Supervisors and Senior Management” on pages 77-89 of this annual
report.

SERVICE CONTRACTS OF THE DIRECTORS AND SUPERVISORS

The Company has entered into service contracts with each of the Directors. According to the
Articles of Association, the term of office is three years. The principal particulars of these
service contracts comprise (a) the term of office commencing from the effective date of their
appointments to the date of the next Shareholder’'s general meeting for the re-election of
Directors, and (b) termination provisions in accordance with their respective terms. Service
contracts can be renewed in accordance with the Articles of Association and applicable
regulations.

Each of the Supervisors has entered into a contract with the Company in respect of, among other
things, compliance with relevant laws and regulations, observations of the Articles of Association
and provisions on arbitration.

Save as disclosed above, none of the Directors or Supervisors has entered into a service contract
with the Company which is not terminable by the Company within one year without payment of
compensation, other than statutory compensation.

REMUNERATION OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Details of the remuneration of the Directors, Supervisors and Senior Management during the
Reporting Period are set out in Notes 9 and 35(d) to the financial statements and in the section
headed “Remuneration of Directors, Supervisors and Senior Management” on page 69 of this
annual report.
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INTERESTS OF DIRECTORS AND SUPERVISORS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS

As at 31 December 2020, no transaction, arrangement or contract of significance to which the
Company was involved in its establishment either directly or indirectly, in which a Director or
Supervisor or an entity connected with a Director or Supervisor had material interests, and with
which the Company’s business is connected, subsisted during or at the end of the Reporting
Period.

INTEREST OF DIRECTORS IN COMPETING BUSINESS

As at 31 December 2020, Mr. LIU Quancheng, Mr. LIU Ruixiang and Mr. LI Zhenyu, three non-
executive Directors also acted as directors of Datang Huayin (a subsidiary of China Datang and
listed on the Shanghai Stock Exchange, stock code: 600744). None of Mr. LIU Quancheng, Mr.
LIU Ruixiang and Mr. LI Zhenyu was involved in daily operations of Datang Huayin. As at 31
December 2020, Datang Huayin held partial interests in EMC business and energy conservation
EPC business that competes with our principal business. For details, please refer to the section
headed “Relationship with Our Controlling Shareholder” in the Prospectus.

Mr. LIU Quancheng, Mr. LIU Ruixiang and Mr. LI Zhenyu will abstain from voting for decision
making involving any competing business with Datang Huayin. Even if all of them simultaneously
abstain from voting, there will still remain six Directors (including one non-executive Director, two
executive Directors and three independent non-executive Directors) in the Board which will enable
effective decision makings.

Save as disclosed above, the Directors confirm that, as of 31 December 2020, none of them had
any interest in any business which competes or might compete, either directly or indirectly, with
our principal business.

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

As at 31 December 2020, none of the Directors, Supervisors or chief executive of the Company
had any interest or short position in the Shares, underlying Shares or debentures of the Company
or any of its associated corporations (within the meaning of Part XV of the SFO) which would have
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 were taken or deemed to have under
such provisions of the SFO), or which were required, pursuant to Section 352 of the SFO, to be
recorded in the register referred to therein, or which were required to be notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code"”) stated in Appendix 10 to the Listing Rules.
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL SHAREHOLDERS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2020, to the best of the Directors’ knowledge, having made all reasonable
enquiries, the following persons (other than the Directors, Supervisors or chief executive of the
Company) had interests or short positions in the Shares or underlying Shares which would fall to
be disclosed to the Company pursuant to Divisions 2 and 3 of Part XV of the SFO and, which were
entered in the register required to be kept by the Company pursuant to Section 336 of the SFO:

As at 31 December 2020
Number
of Shares/
underlying Percentage
Shares directly in the relevant Percentage

Class of orindirectly class of share in the total
Name of Substantial Shareholder Shares Capacity held capital ™ share capital ?
(Share) (%) (%)
China Datang Domestic Beneficial owner 2,343,245,800 100 78.96
Shares (Long position)
Anbang Investment Holdings Co., Limited H Shares Beneficial owner 120,540,000 19.31 4.06
(ZARERRBERAR) (Long position)
Anbang Group Holdings Co. Limited H Shares Interestin 120,540,000 19.31 4.06
(ZAEERRERAR) controlled (Long position)
corporation
Dajia Life Insurance Co., Ltd. H Shares Interest in 120,540,000 19.31 4.06
(RRASRERHERAF) © controlled (Long position)
corporation
Dajia Insurance Group Co., Ltd. H Shares Interest in 120,540,000 19.31 4.06
(RERBEEEERELLR) controlled (Long position)
corporation
China Chengtong Hong Kong Company Limited H Shares Beneficial owner 61,557,000 9.86 2.07
(HEFBREERDE) Y (Long position)
China Chengtong Holdings Group Ltd. H Shares Interest in 61,557,000 9.86 2.07
(HEHBEERERERAR) Y controlled (Long position)
corporation
China Energy Engineering Corporation H Shares Beneficial owner 61,557,000 9.86 2.07
Limited (PEgRREEEERA (Long position)
State Grid International Development H Shares Beneficial owner 61,467,000 9.85 2.07
Limited (R ERBBEREER D) © (Long position)
State Grid Corporation of China H Shares Interest in 61,467,000 9.85 2.07
([FREDBAT) controlled (Long position)
corporation
Three Gorges Capital Holdings Co., Ltd. H Shares Beneficial owner 59,506,000 9.63 2.0
(CREAZREREAAR) @ (Long position)
Chma Three Gorges Corporation H Shares Interest in 59,506,000 9.53 2.01
(HERTI=KEBR) O controlled (Long position)
corporation
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As at 31 December 2020

Number
of Shares/
underlying Percentage
Shares directly in the relevant Percentage
Class of orindirectly class of share in the total
Name of Substantial Shareholder Shares Capacity held capital " share capital ®
(Share) (%) (%)
China Huaneng Group Hong Kong Limited H Shares Beneficial owner 49,002,000 7.85 1.65
(HEEREEEAERAR) " (Long position)
China Huaneng Group (PEIZEREEEAR) ™ H Shares Interest in 49,002,000 7.85 1.65
controlled (Long position)
corporation
China Huadian Hong Kong Company Limited (F H Shares Beneficial owner 48,628,000 7.19 1.64
AEEFEERAA) ® (Long position)
China Huadian Corporation H Shares Interest in 48,628,000 179 1.64
(FEEZTEENF)® controlled (Long position)
corporation
Taiping General Insurance Co., Ltd. H Shares Beneficial owner 41,038,000 6.57 1.38
(RYHERREBAR) © (Long position)
China Taiping Insurance Holdings Company H Shares Interest in 41,038,000 6.57 1.38
Limited (FEIALRIRERERAR) © controlled (Long position)
corporation
China Taiping Insurance (HK) Company H Shares Interest in 41,038,000 6.57 1.38
Limited(P B A EARIE & E controlled (Long position)
(BA)BRAR) corporation
China Taiping Insurance Group Ltd. H Shares Interest in 41,038,000 6.57 1.38
(PEATRESBEEREAAR) D controlled (Long position)
corporation
China Life Franklin Asset Management Co., H Shares Beneficial owner 41,038,000 6.57 1.38
Limited (FEIARERRMEEER (Long position)
BRAR)
China Life Asset Management Company Limited H Shares Interest in 41,038,000 6.57 1.38
(FRASEEEEERAR) " controlled (Long position)
corporation
China Life Insurance Company Limited H Shares Beneficial owner 20,519,000 3.29 0.69
(HEASRRRHERAR) (Long position)
Interest in 41,038,000 6.57 1.38
controlled (Long position)
corporation
China Life Insurance (Group) Company H Shares Beneficial owner 41,038,000 6.57 1.38
(PEASRR(EE)AF) ™ (Long position)
Interest in 20,519,000 3.29 0.69
controlled (Long position)
corporation
Interest in 41,038,000 6.57 1.38
controlled (Long position)
corporation
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Notes:

(1) The calculation is based on the percentage of shareholding in a total of 2,343,245,800 Domestic Shares and a total
of 624,296,200 H Shares respectively as at 31 December 2020.

(2) The calculation is based on the percentage of shareholding in a total of 2,967,542,000 Shares as at 31 December
2020.
(3) Anbang Investment Holdings Co., Limited is a wholly-owned subsidiary of Anbang Group Holdings Co. Limited.

Anbang Group Holdings Co. Limited is a wholly-owned subsidiary of Dajia Life Insurance Co., Ltd., which is wholly
owned by Dajia Insurance Group Co., Ltd..

(4) China Chengtong Hong Kong Company Limited is a wholly-owned subsidiary of China Chengtong Holdings Group

Ltd..
(5) State Grid International Development Limited is a wholly-owned subsidiary of State Grid Corporation of China.
(6) Three Gorges Capital Holdings Co., Ltd. is the wholly-owned subsidiary of China Three Gorges Corporation.
(7) China Huaneng Group Hong Kong Limited is a wholly-owned subsidiary of China Huaneng Group.
(8) China Huadian Hong Kong Company Limited is a wholly-owned subsidiary of China Huadian Corporation.
(9) Taiping General Insurance Co., Ltd. is a subsidiary of China Taiping Insurance Holdings Company Limited. China

Taiping Insurance Holdings Company Limited is a subsidiary of China Taiping Insurance (HK) Company Limited,
which is a wholly-owned subsidiary of China Taiping Insurance Group Ltd.

(10) China Life Asset Management Company Limited is a controlling shareholder of China Life Franklin Asset
Management Co., Limited. China Life Asset Management Company Limited is a subsidiary of China Life Insurance
Company Limited, which is controlled by China Life Insurance (Group) Company.

Save as disclosed above, as at 31 December 2020, to the best knowledge of the Directors, the
Directors were not aware of any persons who had interests and/or short positions in the Shares or
underlying Shares which would be required to be disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO and which were entered in the register required to be
kept by the Company pursuant to section 336 of the SFO.

DIRECTORS’ AND SUPERVISORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

None of the Directors or Supervisors or any of their respective associates was granted by the
Company or its subsidiaries any right to acquire the Shares or debentures of the Company or any
other corporate body, or had exercised any such right.

FINANCIAL, BUSINESS AND FAMILY RELATIONSHIPS AMONG DIRECTORS,
SUPERVISORS AND SENIOR MANAGEMENT

As at 31 December 2020, there is no financial, business or family relationship among the
Directors, Supervisors and Senior Management.

DIRECTORS’ INSURANCE

As at 31 December 2020, the Company maintained effective Directors’ insurance for the
Directors.
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MANAGEMENT CONTRACTS

For the year ended 31 December 2020, the Company did not enter into any contract in respect
of the management or administration of the entire or any significant part of the business of the
Company nor any such contract subsisted.

CONNECTED TRANSACTIONS

During the Reporting Period, the Group has conducted the following connected transactions:

1.

Non-Exempt Connected Transaction
Capital Increase to Datang Overseas Power

On 25 May 2020, the Company entered into a capital increase agreement (the “Capital
Increase Agreement”) with China Datang Group Overseas Holdings Co., Ltd. (“Datang
Overseas Holdings”), China Datang Group Overseas Investment Co., Ltd. (“Datang
Overseas Investment”), Datang Shandong Power Generation Co., Ltd. (“Datang
Shandong Power Generation”), Datang Anhui Power Generation Co., Ltd. (“Datang
Anhui Power Generation”) and China Datang Overseas Power Operating Co., Ltd. ("Datang
Overseas Power'), pursuant to which the Company and current shareholders of Datang
Overseas Power will subscribe for the newly registered capital of Datang Overseas Power
by way of cash at their respective shareholding ratio (the “Capital Increase”). Of which:

(1) Datang Overseas Holdings will subscribe for RMB80 million, representing 40% of the
newly registered capital;

(2)  Datang Overseas Investment will subscribe for RMB60 million, representing 30% of
the newly registered capital;

(3)  Each of Datang Shandong Power Generation and Datang Anhui Power Generation will
subscribe for RMB20 million, representing 10% of the newly registered capital for
each;

(4)  the Company will subscribe for RMB20 million, representing 10% of the newly
registered capital.

The Company will pay Datang Overseas Power at a consideration of RMB20 million
with proprietary capital. Each shareholder of Datang Overseas Power will transfer all the
subscribed capital contribution to the designated account of Datang Overseas Power within
15 days upon effective of the Capital Increase Agreement. Upon completion of the Capital
Increase, the registered capital of Datang Overseas Power will increase to RMB250 million
and the shareholding ratio of the Company in Datang Overseas Power will remain at 10%.
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China Datang directly held 78.17% equity interest of the Company, and indirectly held 0.79%
equity interest of the Company through its wholly-owned subsidiary China Datang Group
Capital Holding Co., Ltd. ("Datang Capital'). Meanwhile, China Datang held 100% equity
interest of Datang Overseas Holdings, Datang Overseas Investment and Datang Shandong
Power Generation. China Datang and its subsidiaries held a total of approximately 53.09%
equity interest of Datang International Power Generation Co., Ltd. (RKEBIEZERMDER
27\]), and Datang International Power Generation Co., Ltd. held 100% equity interest of
Datang Anhui Power Generation. Therefore, Datang Overseas Holdings, Datang Overseas
Investment, Datang Shandong Power Generation and Datang Anhui Power Generation are
associates of China Datang and connected persons of the Company under Chapter 14A of
the Listing Rules. As such, the Capital Increase constitutes connected transactions of the
Company.

As the scale of the Capital Increase exceeds 0.1% but does not exceed 5% of the applicable
percentage ratios as calculated pursuant to Rule 14.07 of the Listing Rules, the Capital
Increase is only subject to the reporting and announcement requirements but is exempt
from independent Shareholders’ approval requirement under Chapter 14A of the Listing
Rules.

For details of the information with respect to the connected transaction mentioned above,
please refer to the announcement of the Company dated 25 May 2020.

Exempt Continuing Connected Transaction

Pursuant to Chapter 14A of the Listing Rules, the continuing connected transaction of
the Group as set out below is exempt from the requirements of reporting, annual review,
announcement and independent Shareholders’ approval under Chapter 14A of the Listing
Rules.

Trademark Licensing Agreement

The Company and China Datang renewed a trademark licensing agreement on 27 July 2018
(the “Trademark Licensing Agreement”), with effect from 1 January 2019. Accordingly,
China Datang agreed to grant the Group a non-exclusive license to use any of certain
registered trademarks owned by China Datang for purposes of the Group’s production
equipment, products, services and profile documents, as well as using such licensed
trademarks in the Company’s business names, trade names or domain names. The term of
the Trademark Licensing Agreement is three years, which can be renewed upon agreement
by the parties. The trademark license is granted by China Datang at nil consideration.

During the Reporting Period, the Group did not pay any royalty fees to China Datang for the
use of the licensed trademarks.

China Datang will remain as the Controlling Shareholder, and therefore a connected person
of the Company under Rule 14A.07(1) of the Listing Rules. The transaction above is entered
into on normal commercial terms. The Directors currently expect that the applicable
percentage ratios of the above transaction for the respective years are nil. By virtue of Rule
14A.76(1)(a) of the Listing Rules, the continuing connected transaction above is exempt
from the requirements of reporting, annual review, announcement and independent
Shareholders’ approval under Chapter 14A of the Listing Rules.
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Non-exempt Continuing Connected Transactions

Continuing Connected Transactions Exempt from Circular and Shareholders’ Approval
Requirements

Framework agreement under which China Datang Group leases properties to the Group

The Company and China Datang entered into a property leasing framework agreement
on 1 December 2015 (the “"Property Leasing Framework Agreement”), pursuant to
which China Datang Group will lease certain properties to the Group. The Property Leasing
Framework Agreement is for a term of 20 years and will take effect upon the Listing and is
subject to renewal.

The rental of any leased property shall be ascertained through negotiation between the
Group and China Datang Group primarily based on the actual costs of the property and
taking into consideration the market price of similar properties in the same region where
applicable and the relevant depreciation cost. The rental shall be provided as a fixed amount
in the separate lease agreement to be executed in writing and between the Group and China
Datang Group under the Property Lease Framework Agreement, the initial term of which
shall be five years and can be renewed in writing by both parties. If, due to any change of
national policies or market fluctuations that affects the fairness and reasonableness of the
rental of a lease property under any lease agreement, the Group and China Datang Group
may adjust the rental based on arm’s length negotiations with reference to the new market
price. However, the rental amount or any adjustment to the rental amount is subject to the
independent non-executive Directors’ review and approval to ensure that the rental amount is
fair, reasonable and in the interest of the Company and our Shareholders as a whole.

The transactions under the Property Leasing Framework Agreement were negotiated on
normal commercial terms. China Datang remained as the Controlling Shareholder, and
therefore a connected person of the Company under Rule 14A.07(1) of the Listing Rules.
Therefore, the Property Leasing Framework Agreement and the transactions thereunder
constituted continuing connected transactions of the Company under the Listing Rules.

The exempt cap for the year of 2020 for the aforementioned property rent paid by the Group
to China Datang Group and its associate(s) as approved by the Board was RMB100 million.
The actual total amount of property rent paid by the Group to China Datang Group and its
associate(s) under the aforesaid agreement in 2020 was RMB34.39 million.

For details of the information with respect to the connected transactions mentioned above,
please refer to the disclosure as set out in the section headed “Connected Transactions” of
the Prospectus.

Non-exempt Continuing Connected Transactions subject to Reporting, Annual Review,
Announcement and Independent Shareholders’ Approval Requirements

The following transactions are or will be conducted on normal commercial terms in the
daily operations of the Group. The Directors currently expect that, each of the applicable
percentage ratios of relevant transactions calculated for the purpose of Chapter 14A of the
Listing Rules will exceed 5% on an annual basis, and the annual transaction amount will
exceed HK$10 million. Accordingly, each of such transactions will constitute a non-exempt
continuing connected transaction of the Company subject to reporting, annual review,
announcement and independent Shareholders’ approval requirements under Chapter 14A of
the Listing Rules.
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Integrated Product and Service Framework Agreement between the Group and China
Datang Group

The Company renewed an integrated product and service framework agreement (the
“Integrated Product and Service Framework Agreement”) with China Datang on 15
November 2018, which was approved at the general meeting and took effect on 1 January
2019 with a term of three years and can be renewed by agreement by the parties. Either
party may terminate this agreement by a three-month prior written notice to the other party.
The Company had applied to the Stock Exchange and the Stock Exchange had granted the
Company, a waiver from strict compliance with the rules regarding the announcement and
independent Shareholders’ approval requirements under Chapter 14A of the Listing Rules,
on condition that the aggregate amount of non-exempt continuing connected transactions
in each of the year of 2019, 2020 and 2021 would not exceed the respective annual caps.
For further details, please refer to the announcement and the supplemental circular of
extraordinary general meeting issued by the Company dated 15 November 2018.

Pursuant to the Integrated Product and Service Framework Agreement, (a) the products
and services to be provided by the Group to China Datang Group include environmental
protection and energy conservation solutions, renewable energy engineering services,
EPC for thermal power plants and other businesses, and (b) the products and services
to be procured by the Group from China Datang Group include water and power supply,
ancillary services under the business model of concession operations (desulfurization and
denitrification), logistics services, procurement of equipment, technology and information
service and other products and services. In respect of all the products and services under
the Integrated Product and Service Framework Agreement, the Company and/or its
subsidiaries and China Datang and/or its subsidiaries can enter into separate contracts under
and in line with the Integrated Product and Service Framework Agreement. If the terms and
conditions of similar products and services offered by an independent third party to such
party are no more favorable than those provided by one party, priority shall be accorded in
the provision of products and services to the other party.

The pricing policies of various products and services are as follows:

° For products and services to be provided by the Group to China Datang Group, in
most circumstances, bidding procedures shall apply for the determination of such
prices, and only in exceptional circumstances, bidding procedures can be skipped by
China Datang Group. These exceptional circumstances primarily include reoccurrence
of lack of sufficient number of bidders attending the bidding procedure and urgent
purchase by China Datang Group that does not allow the bidding procedure to be
completed.

(@)  The price for the products, primarily denitrification catalysts, and services
other than the concession operations (desulfurization and denitrification), to be
provided by the Group to China Datang Group will be determined based on the
bidding results, or if no bidding procedure is conducted, China Datang Group
will search in its database for projects of a similar nature and make reference to
recent bidding prices for comparable products. Usually the price is ascertained
as the averaged amount of these recent bidding prices with reasonable
fluctuations. However, if no recent bidding prices for comparable products can
be found in its database, China Datang Group will make reference to prices of
products of the similar nature published on official bidding websites operated
by the PRC’s government to ascertain the price.

(b)  The tariff for desulfurized and denitrified electricity under the concession

operations services shall be determined based on government-prescribed price.
The price of by-products shall be determined based on market price.
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o For products and services to be procured by the Group from China Datang Group, in
most circumstances, bidding procedures shall apply for determination of the price,
and only in exceptional circumstances, bidding procedures can be skipped by the
Group. These circumstances primarily include reoccurrence of lack of sufficient
number of bidders attending the bidding procedure and urgent purchase by the Group
that does not allow the bidding procedure to be completed.

(@) The products, primarily water and power supplied by power plants under China
Datang Group to the Group, will be determined based on the government-
prescribed prices, which are actual costs of water and power for the supply
of water and power by power plants to third-party desulfurization and
denitrification concession operations service providers.

(b)  The price for ancillary services under the concession operations (desulfurization
and denitrification) services shall be determined based on cost of human
resources involved, the relevant management expenses and the maintenance
fees of the equipment of relevant power plants after taking into account the
average level of the industry.

(c) For procurement of equipment and technology and information service, in most
circumstances, bidding procedures shall apply for determination of the price,
and only in exceptional circumstances, such as urgent purchase by the Group,
bidding procedures can be skipped by the Group where the purchasing price
shall be determined by experts of the Group based on fair market value and
historical records of procurement price.

(d)  The price of the services other than the ancillary services under the concession
operations (desulfurization and denitrification) to be provided by the Group
to China Datang Group in accordance the Integrated Product and Service
Framework Agreement shall be determined based on the following policies:
Prices for bidding services shall be determined pursuant to the fee standards
prescribed by the PRC government. Prices for other services, including
conference services and training shall be determined based on market prices
by making reference to recent prices for comparable services archived in the
Group's database; if no comparable services can be found, the Group will make
reference to prices of services of similar nature published on official bidding
websites operated by the government to ascertain the price.

The transactions under the Integrated Product and Service Framework Agreement were
negotiated on normal commercial terms. China Datang remained as the Controlling
Shareholder, and therefore a connected person of the Company under Rule 14A.07(1) of
the Listing Rules. Therefore, the Integrated Product and Service Framework Agreement and
the transactions thereunder constituted continuing connected transactions of the Company
under the Listing Rules.

The exempt cap for the year of 2020 for products and services provided by the Group to
China Datang Group as approved by the Stock Exchange and independent Shareholders was
RMB11,860 million. The actual total amount of products and services provided by the Group
to China Datang Group under the aforesaid agreement in 2020 was RMB6,160 million.

The exempt cap for the year of 2020 products and services procured by the Group from
China Datang Group as approved by the independent Shareholders was RMB6,223 million.
The actual total amount of products and services procured by the Group from China Datang
Group under the aforesaid agreement in 2020 was RMB2,262 million.
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Renewal of Financial Services Agreement between the Group and Datang Finance

The financial services agreement entered into between the Company and Datang Finance
(the “Datang Finance Financial Services Agreement”) on 15 October 2019 became
effective after being approved by the Shareholders at the 2019 first extraordinary general
meeting, and valid from 1 January 2020 to 31 December 2021, pursuant to which Datang
Finance will provide the Group with loan services, deposit services and other financial
services. For details, please refer to the announcement of the Company dated 15 October
2019 and the supplementary circular of the extraordinary general meeting of the Company
dated 16 October 2019.

Datang Finance has undertaken to provide the aforesaid deposit services and loan services
to the Group based on the following pricing principles:

Deposit services — within the range for the floating deposit and loan interest rates published
by the PBOC and by reference to the benchmark interest rates published by the PBOC,
the interest rate for the Group’s deposits with Datang Finance shall not be lower than the
equivalent deposit interest rate as provided by other financial institutions in the PRC.

Loan services — within the range for the floating deposit and loan interest rates published
by the PBOC and by reference to the benchmark interest rates published by the PBOC, the
interest rate for loans granted to the Group by Datang Finance shall not be higher than the
equivalent loan interest rate as charged by other financial institutions in the PRC.

The fees charged by Datang Finance for the provision of financial services to the Group
other than deposit services and loan services shall not be higher than the rate charged by
other financial institutions in the PRC for the same or similar type of services.

Datang Finance was the subsidiary of China Datang, and China Datang remained as
the Controlling Shareholder. Therefore, Datang Finance was a connected person of the
Company under Rule 14A.07(1) of the Listing Rules. Therefore, the Datang Finance Financial
Services Agreement and the transactions thereunder constituted continuing connected
transactions of the Company under the Listing Rules.

The proposed caps of the deposit services for the Group’s maximum daily deposit balance
(including any interest accrued therefrom) in Datang Finance for the year 2020 was
RMB4,000 million after being approved by the independent Shareholders. For the year of
2020, the Group’s actual maximum daily deposit balance (including any interest accrued
therefrom) in Datang Finance according to the aforesaid agreement was RMB 1,478 million.

Financial Services Agreement between the Group and Datang Capital

On 14 June 2018, the Company and Datang Capital entered into a financial services
agreement (the “"Datang Capital Financial Services Agreement”) with effect until 31
December 2020, pursuant to which Datang Capital provided the Company with finance
lease and commercial factoring services. These services are provided by Datang Financial
Lease Co., Ltd. and Datang Commercial Factoring Co., Ltd., respectively.
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Datang Capital has undertaken to provide the aforementioned financial services to the
Group based on the following pricing principles:

Financial leasing service — the rent paid by the Group to Datang Capital includes (i)
procurement costs and (ii) interests. The relevant interests are determined based on the
benchmark interest rates for borrowings as implemented by the PBOC;

Commercial factoring service — the comprehensive interest rate relating to the commercial
factoring services provided by Datang Capital to the Group shall be based on fair and
reasonable market pricing and normal commercial terms. In particular, the rate shall not be
higher than the interest rate level provided by independent third parties to the Group for the
same type of service during the same period or the interest rate of the same type of service
provided by Datang Capital to third parties with same credit rating.

China Datang is the Controlling Shareholder while Datang Capital is a wholly owned
subsidiary of China Datang, and, therefore, is a connected person of the Company under
Chapter 14A of the Listing Rules. Accordingly, the Datang Capital Financial Services
Agreement and the transactions constitute continuing connected transactions of the
Company under the Listing Rules.

The annual caps of financial lease service as approved independently in 2020: maximum
daily balance of leasing principal is RMB910 million; outstanding interest fee and handling
fee are RMB90 million; the annual caps of commercial factoring services are RMB500
million.

For the year of 2020, the Group’s actual maximum daily balances of leasing principal in
Datang Capital according to the aforesaid agreement was RMB394 million, the outstanding
interest fee and handling fee were RMBO0.6 million and commercial factoring services fee
was RMB73 million.

The Datang Capital Financial Services Agreement has expired on 31 December 2020 and
was not renewed.

Confirmation by Independent Non-executive Directors

The independent non-executive Directors have reviewed each of the above mentioned
continuing connected transactions and confirmed that:

(1)  the transactions stated in the section headed “Exempt Continuing Connected
Transactions” in this annual report have been generated during the Group's ordinary
and usual course of business on normal commercial terms (or more favorable
than normal commercial terms available for the Group), and that the terms of such
transactions are fair and reasonable, and are in the interests of the Company and its
Shareholders as a whole; and

(2)  the transactions and proposed annual caps stated in the section headed “Non-exempt
Continuing Connected Transactions” in this annual report have been generated during
the Group’s ordinary and usual course of business on normal commercial terms (or
more favorable than normal commercial terms available for the Group), and that the
terms of such transactions are fair and reasonable, and are in the interests of the
Company and its Shareholders as a whole.
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Auditor’s Letter

Pursuant to Rule 14A.56 of the Listing Rules, the Board engaged the auditors of the
Company, Ernst & Young, to report on the Group’s continuing connected transactions in
accordance with the Hong Kong Standard on Assurance Engagements 3000 (Revised)
“Assurance Engagements Other Than Audits or Reviews of Historical Financial Information”
and with reference to Practice Note 740 “Auditor's Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules” issued by the Hong Kong Institute of
Certified Public Accountants. Based on its work, Ernst & Young has provided the Board with
a letter confirming that, with respect to the aforesaid continuing connected transactions:

(1) nothing has come to the auditor’s attention that causes the auditor to believe that the
disclosed continuing connected transactions have not been approved by the Board;

(2)  for transactions involving the provision of goods or services by the Group, nothing has
come to the auditor’s attention that causes the auditor to believe that the transactions
were not, in all material respects, in accordance with the pricing policies of the Group;

(3)  nothing has come to the auditor’s attention that causes the auditor to believe that the
transactions were not entered into, in all material respects, in accordance with the
relevant agreements governing such transactions; and

(4)  with respect to the aggregate amount of each of the continuing connected
transactions set out above, nothing has come to the auditor’s attention that causes
the auditor to believe that the disclosed continuing connected transactions have
exceeded the annual cap of each of the above disclosed continuing connected
transactions set by the Company.

Related Party Transactions

Please refer to Note 35 to the financial statements in this annual report for details of
the significant related party transactions prepared in accordance with the IFRSs. For the
connected transactions and continuing connected transactions pursuant to the requirements
of the Listing Rules, please refer to the disclosure as set out in the above section headed
“Connected Transactions” in this report of Directors. Except for those disclosed in the
section headed “Connected Transactions” in this report of Directors, the other related
party transactions as disclosed in Note 35 are not considered as connected transactions,
or are exempt from reporting, announcement and independent Shareholders’ approval
requirements under the Listing Rules.
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XXXII.

XXXIV.

XXXV.

XXXVI.

COMPLIANCE WITH NON-COMPETITION AGREEMENT

The Company entered into the non-competition agreement with China Datang on 1 December
2015 (the “Non-Competition Agreement”). Under the Non-Competition Agreement, China
Datang irrevocably undertook that, other than the Retained Business (as defined in the
Prospectus), China Datang and its subsidiaries (excluding the Group and listed entities under
China Datang and their respective subsidiaries) did not, during the term of the Non-Competition
Agreement, and would procure their close associates not to, directly or indirectly, engage in,
individually or jointly, with other entities, or assist to engage in or participate in any business
which competes with Our Principal Business (as defined in the Prospectus). Furthermore, China
Datang undertook to grant an option to the Company to acquire new business opportunities that
may compete, directly or indirectly, with Our Principal Business, an option to acquire and a right
of first refusal with regard to the Retained Business and/or the New Competing Business in the
future (as defined in the Prospectus).

The independent non-executive Directors are responsible for reviewing and determining whether
to accept such new business opportunity provided by China Datang or its associates by taking
into consideration factors such as geography and compatibility of business nature of such new
business opportunity to the Group's strategy and prospect.

During the Reporting Period, there was no new business opportunity provided by China Datang or
its associate(s) in accordance with the Non-Competition Agreement.

The Company has received the confirmation letter from China Datang, which confirmed that,
in 2020, China Datang was in compliance with all undertakings and provisions under the Non-
Competition Agreement.

The independent non-executive Directors have reviewed the implementation of the Non-
Competition Agreement and confirmed that China Datang has been in full compliance with the
Non-Competition Agreement and there was no breach by China Datang.

RETIREMENT AND EMPLOYEES BENEFIT SCHEME

Details of the Company’s retirement and employees benefit scheme are set out in Note 8 to the
financial statements in this annual report.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

As a company listed on the Main Board of the Stock Exchange, the Company strives to maintain
a high standard of corporate governance practices. Save as disclosed in this annual report, for
the year ended 31 December 2020, the Company has complied with the code provisions of the
corporate governance code as set out in Appendix 14 to the Listing Rules. Please refer to the
corporate governance report as set out on pages 53-72 of this annual report for details.

PUBLIC FLOAT

Based on information publicly available to the Company and so far as the Directors are aware,
21.04% of the issued share capital of the Company was held by the public as at the Latest
Practicable Date, which was in compliance with the requirements and public float waiver approved
by the Stock Exchange under the Listing Rules. For details of the public float waiver, please refer
to the section headed “Waivers from Strict Compliance with the Listing Rules” in the Prospectus.
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XXXVI.LMATERIAL LITIGATION

XXXVIIl

XXXIX.

XL.

XLI.

XLII.

XLII.

Save as disclosed in Note 6 to the financial statements of this annual report, as at 31 December
2020, the Group was not involved in any material litigation or arbitration. So far as the Directors
are aware, no such litigation or claims are pending or threatened against the Group.

AUDIT COMMITTEE

The Group’s 2020 annual results and the consolidated financial statements for the year ended
31 December 2020 prepared in accordance with the IFRSs have been reviewed by the audit
committee of the Company (the “Audit Committee”).

AUDITORS

On 18 June 2020, Ernst & Young and Ernst & Young Hua Ming LLP were appointed as the
international and domestic auditors of the Company, respectively for the year 2020 at the general
meeting of the Company, with a term of one year.

Ernst & Young and Ernst & Young Hua Ming LLP were appointed to audit the financial statements
for the year ended 31 December 2020 prepared in accordance with IFRSs and PRC GAAP,
respectively.

Ernst & Young and Ernst & Young Hua Ming LLP will retire at the 2020 AGM and the resolutions
for the re-appointments of auditors of the Company will be proposed at the 2020 AGM.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the five years ended 31
December 2020 is set out on pages 6-8 of this annual report.

CHANGES IN ACCOUNTING POLICIES

Except for the disclosure in Note 2.2 to the financial statements of this annual report, there were
no other changes in accounting policies of the Company during the Reporting Period. Details of
the accounting policies are set out in Notes 2 and 3 to the financial statements in this annual
report.

MATERIAL CONTRACTS

Save as the above and as disclosed in the section headed “Connected Transactions” in this report
of Directors, none of the Company or any of its subsidiaries entered into material contracts with
the Controlling Shareholder or any of its subsidiaries other than the Group, nor was there any
material contract between the Group and the Controlling Shareholder or any of its subsidiaries
other than the Group in relation to provision of services in 2020.

EQUITY-LINKED AGREEMENT

No equity-linked agreement was entered by the Company for the year ended 31 December 2020.
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XLIV. SIGNIFICANT SUBSEQUENT EVENT
On 26 March 2021, the Board proposed to distribute the final dividend for the year ended 31
December 2020 of RMB0.0446 per Share (before tax) in cash to the Shareholders. The proposal is
subject to the approval of the Shareholders at the 2020 AGM.

Other than the above, as of the date of the report of Directors, the Group had no significant
events after the Reporting Period that needs to be disclosed.

By order of the Board
QU Bo

1

Chairman
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CORPORATE GOVERNANCE PRACTICES

The Company has always been committed to improving corporate governance since its
establishment. According to provisions of the Corporate Governance Code (the “Code”) set out
in Appendix 14 to the Listing Rules, it has established a modern corporate governance structure
comprising a number of independently operated bodies including the general meetings, the Board,
the Supervisory Committee and the Senior Management in order to provide an effective check
and balance. The Company has also adopted the Code as its own corporate governance practices.

As at the Latest Practicable Date, the Company was not involved in any material litigation liable by
any Director. Each Director has the necessary qualification and experience required for performing
his duty. The Company has purchased liability insurance for the Directors.

As at the Latest Practicable Date, the Company had been in compliance with the principles and
code provisions contained in the Code. Corporate governance practices adopted by the Company
are outlined as follows:

BOARD

The Board carries out its duties and exercises its powers in accordance with the Articles of
Association and in the best interest of the Company and its Shareholders. It reports and is held
accountable to the general meetings, and implements the resolutions thereof.

1. Composition of the Board

As at the Latest Practicable Date, the Board consisted of nine Directors, including four
non-executive Directors, two executive Directors and three independent non-executive
Directors.

The biographical details of the Directors as at the Latest Practicable Date are set out on
pages 77-83 of this annual report. There are no relationships (including financial, business,
family or other material or relevant relationships) between members of the Board. The
structure of the Board is well balanced, with each Director equipped with profound
knowledge, experience and expertise relevant to the Company’s business operation and
development. All Directors are well aware of their joint and individual responsibilities toward
the Shareholders.

As at the Latest Practicable Date, the Board had always been abiding by the requirements
of the Listing Rules regarding the appointment of at least three independent non-executive
Directors and that independent non-executive Directors shall represent at least one-third of
the Board.

The qualifications of the three independent non-executive Directors are in full compliance
with the requirements under Rules 3.10(1), 3.10(2), 3.10A and 19A.18(1) of the Listing
Rules. In addition, the Company has received annual confirmations dispatched by each
independent non-executive Director in accordance with Rule 3.13 of the Listing Rules
as to their respective independence. Therefore, the Company is of the view that each
independent non-executive Director is independent as provided in the Listing Rules.
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Current members of the Board are listed in the following table:

Date of

Name Position appointment
QU Bo Chairman of the Board and non-executive Director October 2020
LIU Quancheng Non-executive Director October 2019
LIU Ruixiang Non-executive Director October 2019
LI Zhenyu Non-executive Director October 2019
WANG Yanwen Executive Director October 2019

General manager July 2020
TIAN Dan Executive Director October 2020

Deputy general manager July 2020
YE Xiang Independent non-executive Director June 2015
MAO Zhuanjian Independent non-executive Director June 2015
GAOQ Jiaxiang Independent non-executive Director April 2016

Board meetings

According to the Articles of Association, the Board is required to hold Board meetings at
least 4 times each year to be convened by the chairman of the Board. Notices of regular
Board meetings shall be dispatched at least 14 days in advance. A quorum for the Board
meeting can be formed by half or more than half of the Directors attending the meeting.
Directors may attend the Board meeting in person or appoint another Director as his
proxy pursuant to certain requirements. Except where a Board meeting is convened to
consider connected transactions as provided in the Articles of Association, resolutions of
the Board shall be passed by more than half of all the Directors. The secretary of the Board
is responsible for preparing and keeping minutes of Board meetings and making sure that
such minutes are available for reference by any Director.

During the Reporting Period, the Board held six meetings, details of which are set out as
follows:

° The 16th meeting of the second session of the Board was held on 28 March 2020,
at which, resolutions, among others, (1) work report on the Board of the Company
for 2019; (2) work report on the general manager of the Company for 2019; (3) the
independent auditor’s report, audited financial statements, results announcement and
the annual report for 2019 of the Company; (4) report on the final financial accounts
for 2019 of the Company; (5) financial budget report of the Company for 2020; (6) the
profit distribution plan for 2019 and the proposed distribution of 2019 final dividend
of the Company; (7) the re-appointments of the international and domestic auditors
of the Company for 2020 and grant of the Board to determine their remuneration;
(8) report on remuneration policy and structure of Directors and Senior Management
members of the Company for 2019; (9) the investment plan of the Company for 2020;
(10) the financing plan of the Company for 2020; (11) the banks’ comprehensive credit
of the Company for 2019; (12) the report on the use of raised fund of the Company;
(13) the capital increase to Datang Overseas Power; (14) the convening of the annual
meeting of the Company for 2019 were considered and approved.

° The 17th meeting of the second session of the Board was held on 25 May 2020, at
which, resolution regarding the capital increase agreement with Datang Overseas
Power was considered and approved.
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The 18th meeting of the second session of the Board was held on 24 July 2020, at
which, resolutions, regarding (1) appointment of the general manager of the Company;
(2) appointment of the deputy general manager of the Company; (3) the issuance of
ESG Report of the Company for 2019 were considered and approved.

The 19th meeting of the second session of the Board was held on 28 August
2020, at which, resolutions, regarding (1) the 2020 interim financial statements,
results announcement and interim report of the Company; (2) the appointment of
the authorized representative of the Company; (3) the nomination of candidates for
Directors; (4) the convening of the first extraordinary general meeting of the Company
for 2020 were considered and approved.

The 20th meeting of the second session of the Board was held on 23 October 2020,
at which, resolutions, regarding (1) the election of the chairman of the Board of the
Company; (2) the adjustment of the personnel of the Board were considered and
approved.

The 21st meeting of the second session of the Board was held on 30 November 2020,
at which, resolutions, regarding (1) appointment of the deputy general manager of the
Company; (2) appointment of the secretary of the Board, Joint Company Secretary
and the authorized representative of the Company were considered and approved.

Attendance/
number of
Name Position meetings held
QU Bo Chairman of the Board and non-executive 2/2
Director
LIU Quancheng ™’ Non-executive Director 1/6
LIU Ruixiang @ Non-executive Director 2/6
LI Zhenyu © Non-executive Director 4/6
WANG Yanwen Executive Director and general manager 6/6
TIAN Dan Executive Director and deputy general 2/2
manager
JIN Yaohua ¥ Former chairman of the Board and non- 2/4
executive Director
HOU Guoli Former non-executive Director 4/4
YE Xiang Independent non-executive Director 6/6
MAOQO Zhuanjian Independent non-executive Director 6/6
GAOQ Jiaxiang Independent non-executive Director 6/6
Notes:
(1) Mr. LIU Quancheng did not attend five of the meetings as he was on a business trip.
(2) Mr. LIU Ruixiang did not attend four of the meetings as he was on a business trip.
(3) Mr. LI Zhenyu did not attend two of the meetings as he was on a business trip.
(4) Mr. JIN Yaohua did not attend two of the meetings due to work adjustment.
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Powers and responsibilities of the Board and the management

The powers and responsibilities of the Board and the management of the Company are
specified in the Articles of Association, providing a sufficient balanced and restrained
mechanism for corporate governance and internal controls.

The Board shall be responsible for and shall have general power to manage and develop
the Company’s business. Pursuant to the Articles of Association, the functions and duties
of the Board include, among other things, convening general meetings and reporting the
Board’s work at the general meetings, implementing the resolutions of general meetings,
determining business plans, investment plans, detailed annual business objectives of the
Company and financing plans other than by ways of issue of corporate debentures or other
securities and of listing, formulating annual budget, final accounts, profit distribution plan
and plan for recovery of losses, proposals for increase or reductions of the Company’'s
registered capital and the issue of corporate debentures or other securities and listing.

The Board is responsible for the Company’s corporate governance. The Company has
formulated its corporate governance policy pursuant to the requirements of Appendix
14 to the Listing Rules. For the year ended 31 December 2020, the Board performed its
duties according to the corporate governance policy of the Company. In 2020, the Board
mainly reviewed the Company’s corporate governance policy and practices, reviewed and
monitored the training and continuous professional development of Directors and Senior
Management, reviewed and monitored the Company’s policy and practices in respect
of compliance with laws and regulatory regulations, developed, reviewed and monitored
the code of conduct and compliance manual for employees and Directors, and reviewed
the Company’s compliance with the Code and the disclosures made in the Corporate
Governance Report.

All Directors have full and timely access to all relevant information as well as the advice and
services of the Joint Company Secretaries, with a view to ensuring that Board procedures
and all applicable rules and regulations are followed. Each Director is normally able to seek
independent professional advice in appropriate circumstances at the Company’s expense,
upon making a request to the Board.

The management of the Company, led by the general manager of the Company, is
responsible for implementing all the resolutions issued by the Board and organising
management of the Company’s day-to-day operation.

Chairman and the General Manager

The positions of the chairman of the Board and the general manager of the Company (i.
e. chief executive officer under the terms of the Listing Rules) of the Company are held
by different persons in order to ensure independence, accountability of their respective
functions and balanced distribution of power and authority between them. Mr. QU Bo and
Mr. WANG Yanwen served as the chairman of the Board and the general manager of the
Company respectively, whose powers and responsibilities were clearly divided.
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In 2020, the chairman of the Board, Mr. JIN Yaohua, who led the Board, decided on the
Company’'s overall development strategies, ensured the effective operation of the Board,
performed his bounden duties, and brought all important matters to discussion in a timely
manner, ensuring that the Company had in place good corporate governance practices
and procedures and that the Board acted in the best interests of the Company and its
Shareholders as a whole. He resigned in and with effect from October 2020. On the same
date, the Company appointed Mr. QU Bo as the chairman of the Board. In 2020, the general
manager of the Company, Mr. HOU Guoli was mainly responsible for the overall business
operation and management of the Company, who resigned in July 2020. On the same date,
the Company appointed Mr. WANG Yanwen as the general manager of the Company.

Appointment, removal and re-election of Directors

As provided in the Articles of Association, Directors are elected by general meetings for a
term of three years and are eligible for re-election and re-appointment. The Company has
implemented a set of effective procedures regarding the appointment of new Directors
in the Articles of Association. The nomination of new Directors is firstly discussed by
the nomination committee of the Company (the “Nomination Committee”) which then
submits its recommendation to the Board, and is subject to approval via the election in
general meeting.

The Company has entered into service contracts with all its Directors (including non-
executive Directors) for a term commencing from the date of appointment to the date
of the next Shareholder’s general meeting for the re-election of Directors and subject to
termination in accordance with the terms under respective service contracts.

Board diversity

The Company believes that the increasing diversity at the Board level is one of essential
elements in supporting the attainment of its strategic objectives and its sustainable
development. Therefore, the Company formulated board diversity policy in October 2016
(the “Board Diversity Policy”). While determining the composition of the Board, the
Company shall consider the diversity of the Board from various perspectives, including,
without limitation, gender, age, cultural and education background, ethnicity, professional
experience, skills, knowledge and length of service. The ultimate decision of the Board will
be based on merit and contribution that the selected candidates will bring to the Board.
All Board appointments will be based on meritocracy, and candidates will be considered
against objective criteria, having due regard for the benefits of diversity on the Board. The
Nomination Committee will report the composition of the Board at the diversity level in the
annual report each year, and monitor the implementation of this policy. The Nomination
Committee will review this policy, as appropriate, to ensure its effectiveness. The
Nomination Committee will discuss any revisions that may be required, and recommend any
such revisions to the Board for consideration and approval.

Remuneration of Directors

Remuneration of Directors is reviewed by the remuneration and evaluation committee of the
Company (the “Remuneration and Evaluation Committee”) and the Board in accordance
with criteria such as qualification, working experience, working performance, positions
and market conditions, and determined by the general meeting based on criteria such as
qualification, working experience, working performance, positions and market conditions.
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8.

Training for Directors and Joint Company Secretaries

(1)

(2)

Training for Directors

All Directors always attend to the Directors’ duties and personal integrity, and the
business activities and developments of the Company. In 2020, the Directors had
been updated on a monthly basis with information relating to the performance, state
of affairs and prospects of the Company. In addition, the Company provided Directors
with the latest developments in the Listing Rules and other applicable regulatory
regulations, to make sure the Directors were able to keep making contribution to the
Board with extensive information and appropriate expertise.

Compliance training for Hong Kong listed company was provided by Herbert Smith
Free Hills LLP, the legal advisor of the Company as to Hong Kong laws, to Directors
and management of the Company during the Reporting Period (the “"Compliance
Training”).

In 2020, all Directors attended the continuous professional development programme,
developed and refreshed their knowledge and skills to ensure that they continue
contributing to the Board with complete information and expertise as needed.

Trainings received by all Directors during the year 2020 are as follows:

Name Position Training topics

QU Bo Chairman of the Board and non- Compliance Training
executive Director

JIN Yaohua Former chairman of the Board and non-  Compliance Training
executive Director

HOU Guoli Former non-executive Director and Compliance Training

LIU Quancheng

general manager
Non-executive Director

Compliance Training

LIU Ruixiang Non-executive Director Compliance Training
LI Zhenyu Non-executive Director Compliance Training
WANG Yanwen Executive Director and general manager Compliance Training
TIAN Dan Executive Director and deputy general Compliance Training
manager
YE Xiang Independent non-executive Director Compliance Training
MAO Zhuanjian Independent non-executive Director Compliance Training
GAOQ Jiaxiang Independent non-executive Director Compliance Training

Training for Joint Company Secretaries

The Company appointed Mr. LIANG Xiuguang as the Joint Company Secretary in
November 2020. In compliance with Rule 3.29 of the Listing Rules, Mr. LIANG
Xiuguang, the Joint Company Secretary, had undertaken relevant professional
trainings of not less than 15 hours for the year ended 31 December 2020.
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The Company appointed Ms. WONG Sau Ping (associate director of the listing
services department of TMF Hong Kong Limited) as another Joint Company Secretary
since August 2015. In compliance with Rule 3.29 of the Listing Rules, Ms. WONG Sau
Ping had undertaken no less than 15 hours of relevant profession training for the year
ended 31 December 2020. Her primary internal contact in the Company is Mr. LIANG
Xiuguang.

Directors’ liability insurance and the permitted indemnity provisions

The Company has always been in strict compliance with the principles and requirements of
the Listing Rules. As at 31 December 2020, the Company was not involved in any material
litigation liable by any Director. Each Director has the necessary qualification and experience
required for performing his duty. The Company has purchased liability insurance for
Directors.

The permitted indemnity provisions of the Company are also set out in article 162 of the
Articles of Association. The Directors, Supervisors, general manager of the Company and
other Senior Management may be relieved of liability for specific breaches of his duty
with the informed consent of Shareholders given at a general meeting except for certain
circumstances set out under article 59 of the Articles of Association. Such permitted
indemnity provisions are currently in force at the time of approval of this annual report.

PROFESSIONAL COMMITTEES UNDER THE BOARD

There are four professional committees under the Board, including the Audit Committee,
Nomination Committee, Remuneration and Evaluation Committee and strategy and investment
Committee the (“Strategy and Investment Committee”).

1.

Audit Committee

As at the Latest Practicable Date, the Audit Committee consisted of three Directors,
including two independent non-executive Directors, Mr. GAO Jiaxiang and Mr. YE Xiang,
and one non-executive Director, Mr. LIU Quancheng. Mr. GAO Jiaxiang currently serves as
the chairman of the Audit Committee.

The primary responsibilities of the Audit Committee include, among other things, the
following:

° To examine the accounting policies and practices regarding the preparation of financial
statements of the Company;

o To monitor the preparation process of periodic financial reports and examine the
periodic financial reports, financial results and relevant information disclosed in other
announcements;

° To evaluate the effectiveness of the risk management and internal control framework,

to consult with the management level regarding the scope and quality of the internal
control system, and to ensure that the management has performed their duties
for ensuring the internal control system being effective, including whether the
following are sufficient: the resources required, qualifications and experiences of
such accounting and financial reporting staff, and the training program and budget to
relevant employees;
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o To examine the internal investigation results and responses from the management
with respect to any and all suspected dishonest acts, non-compliance incidents,
absence of internal control or suspected violation of laws, regulations and rules;

° To inspect and monitor the scope, effectiveness and results of the functions of
internal examination and verification, to ensure the mutual coordination between
the internal and the external auditor(s), and to ensure that the functions of internal
examination and verification can be provided with sufficient resources and are in the
appropriate position within the Group;

° To investigate the financial and accounting policies and practices of the Group;

o To consult with the external auditor(s) for examining and verifying any
recommendations arising from audit works to review such management proposal
regarding the status of examination and verification whereas such proposal was
proposed by auditor(s) to the management; to check any material questions
regarding the accounting record, financial account or control system put forward to
the management by the accounting firm, the feedback of the management or other
correspondence documents; and to ensure effective communication between the
independent accountants and the management;

° To ensure that the Board can timely respond to the issues to be put forward in the
management proposal prepared by the external auditor(s);

o To understand the internal control and related process implemented by the
management and guarantee that such financial reports and statements obtained
from the existing financial system are in compliance with the relevant standards and
requirements and are examined, verified and approved by the management;

° To check and examine the following arrangements made by the Company: the
employees of the Company may secretly raise concerns in relation to possible
occurrence of inappropriate actions in respect of financial reporting, internal control or
other aspects; to ensure that appropriate arrangements will be made to conduct fair
and independent investigation and appropriate action will be adopted regarding such
matters; and

o To report to the Board regarding the matters concerning the provisions of the Code.

During the Reporting Period, the Audit Committee held two meetings, details of which are
set out as follows:

° The fourth meeting of the second session of the Audit Committee was held on
28 March 2020, at which resolutions, among others, (1) “Resolution regarding the
Independent Auditor's Report, Audited Financial Statements, Results Announcement
and the Annual Report for 2019 of the Company”; (2)“Report on the Final Financial
Accounts of the Company for 2019"; (3)“Report on the Final Budget Report of the
Company for 2020"; (4)”“Resolution regarding the Profit Distribution Plan for 2019 and
the Proposed Distribution of 2019 Final Dividend of the Company”; (5) “Resolution
regarding the Re-appointments of the International and Domestic Auditors of the
Company for 2020 and Grant of the Board to Determine Their Remuneration”; (6)
“Resolution on the Connected Transactions of the Company in 2019"; (7) “Evaluation
Report on the Internal Control of the Company in 2019” and (8) “2019 Corporate
Governance Report of the Company” were considered and approved.

2020 Annual Report



Corporate Governance Report (Continued)

o The fifth meeting of the second session of the Audit Committee was held on 28
August 2020, at which the “Resolution on 2020 interim financial statements, results
announcement and interim report of the Company” was considered and approved.

The record of attendance is set out as follows:

Number of attendance/

Member required number of attendance
GAOQ Jiaxiang (Chairman of the Audit Committee) 2/2
YE Xiang 2/2
LIU Quancheng ™ 0/2
Note:

(1) Mr. LIU Quancheng did not attend two meetings as he was on business trips.

Nomination Committee

As at the Latest Practicable Date, the Nomination Committee consisted of three Directors,
including two independent non-executive Directors, Mr. GAO Jiaxiang and Mr. MAQO
Zhuanjian, and one non-executive Director, Mr. QU Bo (appointed in October 2020). Mr. QU
Bo currently serves as the chairman of the Nomination Committee.

(1) The main duties of the Nomination Committee include, among other things, the
following:

° To put forward a proposal regarding the structure of the Board, its scale and
constitution (including technique, knowledge and experience) to the Board
based on the Company’s operational activities, asset scale and equity structure;

° To study the standards and procedures for the selection of Directors and Senior
Management, and to put forward relevant proposals to the Board;

° To extensively search for candidates qualified for Directors and Senior
Management;
° To investigate the candidates for Directors and the candidates for Senior

Management and submit relevant proposals;

o To review and make recommendations on the appointment of other Senior
Management that needs to be brought to the attention of the Board;

o To evaluate the independence of independent non-executive Directors; and
o To submit proposals regarding the appointment or re-appointment of Directors,

and the succession plan of Directors (and in particular the chairman and the
chief executive) to the Board.
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(2) The process of the Nomination Committee to select Directors and Senior
Management is as follows:

The Nomination Committee shall communicate with relevant departments of
the Company and study the demand for Directors and Senior Management and
present such information in writing;

The Nomination Committee may extensively seek for candidates for Directors
and Senior Management within the Company, its holding (associate) enterprises
and the human resources market;

The Nomination Committee shall gather information as to the occupation,
academic qualifications, title of the position, detailed work experience and all
the concurrent positions of the candidates and present such information in
writing;

The nominee shall not be deemed as the candidate for Director or Senior
Management unless his/her consent for nomination is obtained;

The Nomination Committee shall convene a meeting to review the qualifications
of the candidates in accordance with the requirements for Directors and Senior
Management;

The Nomination Committee shall make suggestion to the Board regarding
the candidates for the Director and Senior Management position and submit
relevant information to the Board ten days prior to the election of new Directors
and appointment of new Senior Management; and

The Nomination Committee shall carry out other follow-up work according to
the decision of and feedback from the Board.

(3)  Nomination policy:

The terms of paragraphs (1) and (2) above are the main standards and principles to be
considered in the nomination of Directors and constitute the nomination policy of the
Company.

During the Reporting Period, the Nomination Committee held one meeting, details of
which are set out as follows:
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The record of attendance is set out as follows:

Number of attendance/
Member required number of attendance

QU Bo (Chairman of the Nomination

Committee) 0/0
JIN Yaohua (Former chairman of the

Nomination Committee) " 0/1
GAOQ Jiaxiang 1/1
MAOQ Zhuanjian 11
Note:
(1) Mr. JIN Yaohua did not attend the meeting due to work adjustment.

The Board Diversity Policy is set out in the section headed "Board Diversity" under the
corporate governance report on page 57 of this annual report.

Remuneration and Evaluation Committee

As at the Latest Practicable Date, the Remuneration and Evaluation Committee consisted
of three Directors, including two independent non-executive Directors, Mr. YE Xiang and
Mr. MAO Zhuanjian, and one executive Director, Mr. WANG Yanwen (appointed in October
2020). Mr. YE Xiang currently serves as the chairman of the Remuneration and Evaluation
Committee.

The main duties of the Remuneration and Evaluation Committee include, among other
things, the following:

° With respect to the policy and structure of remuneration regarding the Directors
and Senior Management and the establishment of such official and transparent
procedures for formulating such remuneration policies, to propose a proposal to the
Board;

° To investigate and approve the proposal on the remuneration of the Senior
Management based on the corporate principles and goals set by the Board;

° To determine the specific remuneration of all executive Directors and Senior
Management, including but not limited to basic salary, warrant and non-monetary
interests, pension and bonus, and indemnified amount (including the indemnification
for the loss or termination of position or appointment);

° To propose proposals to the Board regarding the remuneration of non-executive
Directors;
o To take consideration of the remuneration paid by similar companies, such time

required to be spent by the Directors, scope of duties of the Directors, employment
conditions for other positions within the Group, and whether the remuneration shall
be determined based on the performance thereof;
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o To investigate and approve such compensation required to be paid to executive
Directors and Senior Management due to the loss or termination of their positions
or appointment, in order to ensure that such compensation shall be determined
pursuant to the relevant contractual terms. Should such determination fails to be
made pursuant to the relevant contractual terms, such compensation should be fair
and reasonable and not excessive;

o To investigate and approve such compensation arrangements involving the termination
of employment or dismissal of the relevant Directors due to the inappropriate act
of such Directors, in order to ensure that such arrangements shall be determined
pursuant to the relevant contractual terms. Should such determination fails to be
made pursuant to the relevant contractual terms, such relevant compensation should
be reasonable and appropriate;

o To ensure that no Directors nor any associates would determine their own
remuneration by themselves;

o To investigate the performance of duties by Directors (non-independent Directors)
and Senior Management and conduct annual performance appraisal regarding such
Directors and Senior Management; and

o To study Share incentive schemes.

During the Reporting Period, the Remuneration and Evaluation Committee held one
meeting, details of which are set out as follows:

o The second meeting of the second session of the Remuneration and Evaluation
Committee was held on 28 March 2020, at which the resolution, regarding the “Report
on the Remuneration Policy and Structure of Directors and Senior Management of the
Company for 2019" was considered and approved.

The record of attendance is set out as follows:

Number of attendance/
Member required number of attendance

YE Xiang (Chairman of the Remuneration and

Evaluation Committee) 11
MAOQO Zhuanjian 11
HOU Guoli 1/1
WANG Yanwen 0/0

Strategy and Investment Committee

As at the Latest Practicable Date, the Strategy and Investment Committee consisted of
one non-executive Director, one executive Director and one independent non-executive
Director including Mr. LIU Ruixiang, Mr. WANG Yanwen (appointed in October 2020) and
Mr. MAO Zhuanjian. Mr. WANG Yanwen currently serves as the chairman of the Strategy
and Investment Committee.
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The main duties of the Strategy and Investment Committee include, among other things,
the following:

To study and give advice on the strategic plans for the long-term development of the
Company;

To study and give advice on the strategic plans for the material investment financing
proposals required to be approved by the Board pursuant to the Articles of Association;

To study and give advice on the material capital operation and asset operational
projects that are required to be approved by the Board pursuant to the Articles of
Association;

To consider the acquisition and investment strategies and the annual investment
plans of the Company;

To consider the Company’s project evaluation system, which includes effective
evaluation institutions and professionals, complete evaluation procedures, reasonable
evaluation criteria, and other factors;

To consider and determine the acquisition and disposal of projects within the scope as
authorized by the Board;

To study and give advice on the material issues that may impact the Company’s
development;

To carry out examination and checking over the above-mentioned items; and

To carry out other matters authorized by the Board.

During the Reporting Period, the Strategy and Investment Committee held one meeting,
details of which are set out as follows:

The third meeting of the second session of the Strategy and Investment Committee
was held on 28 March 2020, at which (1) “Resolution on the Investment Plan of the
Company for the year of 2020"; (2) “Resolution on the Financing Plan of the Company
for the year of 2020"; (3) “Resolution regarding the Banks’ Comprehensive Credit of
the Company for 2020"; and (4) “Resolution on Capital Increase to Datang Overseas
Power"” were considered and approved.

The record of attendance is set out as follows:

Number of attendance/

Member required number of attendance

WANG Yanwen (Chairman of the Strategy and

Investment Committee) 0/0
MAOQ Zhuanjian 1/1
LIU Ruixiang 1/

HOU Guoli (former chairman of the Strategy

and Investment Committee) 1/1
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V.

SUPERVISORY COMMITTEE

As at the Latest Practicable Date, the Supervisory Committee comprised three Supervisors, one
of whom is an employee representative Supervisor, including Ms. HUO Yuxia, Mr. LIU Liming
and Ms. LUO Li. Ms. HUO Yuxia has served as the chairman of the Supervisory Committee, who
has replaced the position of Mr. WANG Yuanchun, since 19 June 2020, Mr. LIU Liming is the
Supervisor, and Ms. LUO Li has replaced Mr. CHEN Li as the employee representative Supervisor
since 25 January 2021.

The functions and duties of the Supervisory Committee include but not limited to reviewing
the Company’s financial reports, supervising the performance of the Company’s duties of the
Directors and Senior Management and proposing the dismissal of the Directors and Senior
Management who are in breach of laws and regulations, the Articles of Association or the
resolutions of the general meeting, requiring Directors, the general manager of the Company
and other Senior Management to rectify any actions which impair the interests of the Company,
proposing to convene the extraordinary general meetings, convening and presiding over the
general meeting in the event that the Board fails to perform its duties to convene and preside
over the general meetings, putting forward proposals to the general meetings and reviewing the
periodic report formulated by the Board and putting forward written opinions on audit.

Each term of office of a Supervisor is three years and he/she may serve consecutive terms if
re-elected. A Supervisor shall continue to perform his/her duties in accordance with the laws,
administrative regulations and the Articles of Association until a duly re-elected Supervisor takes
office, if re-election is not conducted in a timely manner upon the expiry of his/her term of office
or if the resignation of Supervisors results in the number of Supervisors being less than the
quorum.

During the Reporting Period, the Supervisory Committee held two meetings, details of which are
set out as follows:

o The fifth meeting of the second session of the Supervisory Committee was held on 28
March 2020, at which resolutions, among others, (1) “Work Report of the Supervisory
Committee of the Company for 2019”; (2) “Resolution regarding the Independent Auditor’s
Report, Audited Financial Statements, Results Announcement and the Annual Report of
the Company for 2019"; (3) “Report on the Final Financial Accounts of the Company for
2019"; (4) "Final Budget Report of the Company for 2020"; (5) “Resolution regarding the
Profit Distribution Plan of the Company for 2019 and the Proposed Distribution of Final
Dividend in 2019"; (6) “Resolution regarding the Domestic and International Auditors of the
Company for 2020 and the Authorization of the Board to Determine Their Remuneration”;
(7) “Resolution regarding the Connected Transactions of the Company for 2019"; (8)
“Evaluation Report on the Internal Control of the Company for 2019”; (9) “Report on the
Use of Raised Fund of the Company”; and (10) “Report on the Remuneration Policy of the
Company’s Supervisors for 2019"” were considered and approved.

o The sixth meeting of the second session of the Supervisory Committee was held on 19
June 2020, at which resolution, among which, regarding the "Election of the Chairman of
Supervisory Committee of the Company” was considered and approved.
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The record of attendance is set out as follows:

Number of attendance/
Member required number of attendance

WANG Yuanchun (former chairman of the

Supervisory Committee) ' 0/1
HUO Yuxia (Chairman of the Supervisory

Committee) (Appointed in June 2020) 1/1
CHEN Li 2/2
LIU Liming ? 1/2
Notes:
(1) Mr. WANG Yuanchun did not attend one of the meetings as he had resigned as chairman of the Supervisory

Committee.

(2) Mr. LIU Liming did not attend one of the meetings as he was on a business trip.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The Board has acknowledged its responsibility for preparing the financial statements of the Group
for the year ended 31 December 2020. The Directors consider that the Group has adequate
resources to continue its business for the foreseeable future, and are not aware of material
uncertainties that may cast significant doubt on the Company’s ability to continue as a going
concern. The Board is responsible for presenting a clear and understandable assessment of the
annual and interim reports, inside information, price sensitive information and other disclosures
as required under the Listing Rules and other regulatory requirements. The management of the
Company has provided such explanation and information to the Board as necessary to enable the
Board to make an assessment of the financial information and status of the Group before giving
its approval. The Group is not exposed to any material uncertainty that may exert significant
impact on the Group's ability to continue as a going concern.

COMPLIANCE WITH THE MODEL CODE FOR DEALING IN THE SECURITIES
OF THE COMPANY BY ITS DIRECTORS, SUPERVISORS AND RELEVANT
EMPLOYEES

The Group has adopted the Model Code as the code of conduct for dealing in the securities of the
Company by its Directors, Supervisors and relevant employees of the Company (as defined in the
Model Code). According to the specific enquiries of all Directors and Supervisors, the Directors
and Supervisors confirmed that they had strictly complied with the standard set out in the Model
Code for the year ended 31 December 2020. The Board will examine the corporate governance
practices and operation of the Group from time to time to ensure that the Group is in compliance
with relevant requirements under the Listing Rules and that the Shareholders’ interests are
safeguarded.

Datang Environment Industry Group Co., Ltd.*

67



68

Corporate Governance Report (Continued)

VIL.

RISK MANAGEMENT AND INTERNAL CONTROL

The Company has established complete and stable risk management and internal control systems,
and has formulated a series of rules to ensure that the Company’s risk management and internal
control work are institutionalized and systematic. The Company has 10 functional departments
responsible for works including financial operation and monitoring, risk management, internal audit
and anti-fraud. The Company has set up the comprehensive risk management leading group and
office, which are responsible for risk management and internal control related work. The Company
also establishes full-time risk management positions. The general manager of the Company holds
the post of the group leader.

The Company and its subsidiaries carry out risk assessment at the beginning of each year,
set objectives of risk prevention and control, revise risk assessment standards, collect risk
management information, identify key risk sources, assess risk levels, develop risk prevention
strategies and improve measures for significant risks, ensuring which are to be carried out by the
functional departments. The Company focuses on the prior control of major risks, actively carries
out comprehensive risk management, establishes and improves the normalization mechanism of
risk assessment, and establishes special risk assessment system for important matters such as
significant domestic and foreign investment, major capital operation and management of large
amounts of capital use in order to strengthen internal control. The Company has formulated
the "Information Disclosure Management System”, which stipulates the duties and obligations
of various departments in the process of internal information processing, the procedures
for the disclosure of periodic reports and interim reports, and the confidential measures and
corresponding responsibilities.

In case of inside information, all business management departments of the Company shall fill
in the inside information registration form immediately and file it with the Company’s inside
information management department. The registration and filing materials of insiders should be
kept for at least 10 years. The Company should also make the memorandum on the progress of
material matters such as acquisition, major asset restructuring, issuance of securities, merger,
division and share repurchase, including but not limited to the time of various key nodes in
the course of planning and decision-making, list of personnel participating in planning and
decision-making, and the means of planning and decision-making. The relevant personnel involved
in the memorandum should sign on the memorandum for confirmation. If an insider violates
the system and discloses the Company’s inside information, or uses the Company’s inside
information for insider dealing, or suggests others to use the inside information for trading which
cause serious impact and losses to the Company, the Company may, according to the seriousness
of the circumstances, impose disciplinary sanctions to the relevant responsible persons and may
investigate their corresponding legal liabilities. In the event of causing material losses to the
Company constituting a crime, the responsible person shall be transferred to the judicial authority
for criminal responsibility according to law.

The Board is responsible for maintaining an adequate risk management and internal control
system to safeguard Shareholders’ investments and Company’s assets and with the support of
the Audit Committee, reviewing the effectiveness of such systems on an annual basis. The risk
management and internal control system is designed to identify, assess and report on potential
risks and implement control measures, to mitigate rather than to completely eliminate the risks
associated with achieving our business objectives. These systems provide a reasonable but not
absolute assurance against material misstatement or loss.
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IX.

Corporate Governance Report (Continued)

During the Reporting Period, the Board, through the Audit Committee, reviewed the effectiveness
of the risk management and internal control system of the Group, including financial control,
operation control, compliance control, and risk management system, and was not aware of any
material problems or any material mistakes. The Board believes that the current monitoring
systems of the Company are effective and that the Company has sufficient experience and
resources as to the qualifications and experience of the staff, performing accounting and financial
reporting functions and the training programmes of the Company as well as setting the budget of
the Company.

AUDITORS’ REMUNERATION

Ernst & Young and Ernst & Young Hua Ming LLP (collectively, “Ernst & Young") were appointed
as international and domestic auditors of the Company to audit the financial statements of the
Company for the year ended 31 December 2020 prepared in accordance with IFRSs and the PRC
GAAP, respectively. Aggregate fees in respect of audit and audit-related services provided by
Ernst & Young payable by the Company for the year ended 31 December 2020 were RMB3.08
million.

REMUNERATION OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

A formal and transparent procedure for fixing the remuneration packages of individual Directors,
Supervisors and Senior Management is in place. The Remuneration and Evaluation Committee
is responsible for formulating and reviewing the remuneration policies and plans of the
Directors, Supervisors, the general manager of the Company and other Senior Management,
and shall be accountable to the Board. Details of the remuneration for Directors, Supervisors
and top five employees in respect of remuneration are set out in Notes 9, 10 and 35(d) to the
financial statements in this annual report. For the year ended 31 December 2020, the scope of
remuneration for the Senior Management is set out below:

Scope of remuneration (FMB'000) Number of Senior Management
0-500 8
500-1,000 7

Note: The number of the members disclosed above includes the Senior Management and those who act as executive
Directors and Supervisors.
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Corporate Governance Report (Continued)

X. GENERAL MEETINGS

During the Reporting Period, the Company held a total of two general meetings, with attendance
of Directors as follows:

Number of attendance/

Name Position number of the meeting

QU Bo Chairman of the Board and non- 1/1
executive Director

LIU Quancheng " Non-executive Director 0/2

LIU Ruixiang @ Non-executive Director 0/2

LI Zhenyu ® Non-executive Director 1/2

JIN Yaohua Former Chairman of the Board and 1/1
non-executive Director

HOU Guoli Former non-executive Director and 1/1
general manager

WANG Yanwen Executive Director and general 2/2
manager

TIAN Dan Executive Director and deputy N
general manager

YE Xiang Independent non-executive Director 2/2

MAQ Zhuanjian Independent non-executive Director 2/2

GAOQ Jiaxiang Independent non-executive Director 2/2

Notes:

(1) Mr. LIU Quancheng did not attend two meetings as he was on business trips.

(2) Mr. LIU Ruixiang did not attend two meetings as he was on business trips.

(3) Mr. LI Zhenyu did not attend one of the meetings as he was on a business trip.

Xl. COMMUNICATION WITH SHAREHOLDERS

The Company has highly appreciated Shareholders’ opinions and advice, actively organised various
investor relations activities to maintain connections with Shareholders and made timely responses
to the reasonable requests of Shareholders.

The Company has also adopted a set of dividend policy, and the actual dividends declared and paid
to Shareholders depend on a series of factors. For specifics of the dividend policy, please refer to
the Prospectus.

1.  Shareholders’ rights

The Board is committed to communicating with Shareholders and makes disclosure in due
course about the Company’s major developments to Shareholders and investors of the
Company. The general meeting of the Company provides Shareholders and the Board with
good communication opportunities. Notices on convening general meetings are dispatched
to all Shareholders at least 45 clear days prior to the general meeting.
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Corporate Governance Report (Continued)

The Company’s general meetings include annual general meetings, which are held once
each year within 6 months from the close of the preceding financial year, and extraordinary
general meetings, which are convened in compliance with the Articles of Association and
whenever the Board considers appropriate. Shareholders, individually or jointly, holding
a total of more than 10% (inclusive) of the Company’s issued and outstanding Shares
carrying voting rights are entitled to request in writing for convening an extraordinary
general meeting. And such meetings shall be held within 2 months after the requisition is
presented.

Shareholders who wish to put forward proposals during the general meetings may raise
their hands and speak in the order of registration at any time after the resolutions to
be considered at the meeting are announced. The Directors, Supervisors and Senior
Management shall respond to the questions and suggestions from Shareholders.

The chairman of the Board and the chairmen of all committees under the Board (or, in
whose absence, other members of the committees) will answer question(s) at the general
meetings. Pursuant to the Listing Rules, any vote of Shareholders at a general meeting
must be taken by poll. Poll results are deemed resolutions of the meeting.

The Board encourages Shareholders to attend general meetings to communicate directly
concern(s) they may have with the Board or the management of the Company. Shareholders
holding 3% or more of the Company’s Shares with voting right have the right to put up
ad hoc proposals in writing to the Company, and the Company shall include such ad hoc
proposals into the agenda for such general meeting if they are matters falling within the
functions and powers of general meeting. The ad hoc proposals raised by Shareholders
shall satisfy the following requirements: (i) free of conflicts with the provisions of laws and
regulations, and fall into the terms of reference of the general meeting; (ii) with definite
topics to discuss and specific matters to resolve; and (iii) submitted or served to the Board
in writing 10 days prior to the date of the general meeting.

Detailed voting procedures and resolutions being voted on by way of poll are contained in
the circulars dispatched to Shareholders.

Shareholders’ inquiries

If you have any query in connection with your shareholdings, including Share transfer,
change of address or wish to report loss of Shares or dividend warrant, please write to or
contact 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

Tel: (852) 2862-8555

Fax: (852) 2865-0990

Website: www.computershare.com.hk
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3. Investor relations and communications

The Company set up a website at www.dteg.com.cn, as a channel to promote
communication, publishing announcements, financial information and other relevant
information of the Company. Shareholders are welcome to make enquiries directly to the
Company at its principal place of business in Hong Kong. The Company will deal with all
enquiries in a timely and appropriate manner. The primary contact of the Company is Mr.
WANG Xiaofeng (at email: ir@dteg.com.cn or tel: +86 10 5838 9858).

Xll. CHANGE OF CONSTITUTIONAL DOCUMENTS

The Company has not made any significant changes to the Articles of Association during the
Reporting Period.

XIll. SIGNIFICANT SUBSEQUENT EVENT

The significant subsequent events occurred after 31 December 2020 are set out in Note 39 to the
financial statements in this annual report.
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EVENTS RELATING TO INVESTOR RELATIONS IN 2020

1.

Investors’ routine visits

During the Reporting Period, the Group always gave detailed answers to the queries raised
by investors and analysts in compliance with the information disclosure rules. As at the end
of 2020, the Company had adequate communications and exchange of ideas with investors
and analysts from a number of institutions via meetings, telephone calls, emails and
WeChat.

Participation in investment summits

During the Reporting Period, the Group actively participated in major summits and
investment forums in the PRC and Hong Kong organised by world-famous investment
banks, at which we had one-on-one or group meetings to promote in-depth communication
with important global investors.

Results briefings

During the Reporting Period, the Company published its 2019 annual results and 2020
interim results. In March 2020, the management of the Company convened the 2019
annual results presentation and the conference call with investors. In August 2020, the
management of the Company held the 2020 interim results presentation and the conference
call with investors.

OUTLOOK FOR MANAGEMENT OF INVESTOR RELATIONS IN 2020

In 2020, the Company will focus more on demands of investors and analysts, pay close attention
to important policies of the environmental protection and energy conservation industry, timely
make public disclosable information and continuously improve the timeliness and completeness of
data disclosure to provide the public with timely access to complete business information.
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Report of the Supervisory Committee

In 2020, all members of the Supervisory Committee earnestly performed their supervisory obligations to
safeguard the rights and interests of the Group and the Shareholders in accordance with the Company
Law, the Articles of Association, the Rules of Procedures of the Supervisory Committee and the relevant
provisions in the Listing Rules.

l. CHANGES IN COMPOSITION

In December 2019, Mr. WANG Yuanchun resigned as a Supervisor with effect from the date on
the appointment of the new candidate for Supervisor considered and approved at the next general
meeting due to personal reasons such as discipline inspection and supervision investigation. For
details, please refer to the announcement of the Company dated 27 December 2019 with respect
to resignation and appointment of Supervisors. Ms. HUO Yuxia was elected and appointed as a
Supervisor at the annual general meeting of the Company held on 18 June 2020 to replace Mr.
WANG Yuanchun as the chairman of the Supervisory Committee with effect from 18 June 2020.
For details, please refer to the announcement of the Company dated 18 June 2020 with respect
to resignation and appointment of Supervisors.

In January 2021, Mr. CHEN Li resigned as the employee representative Supervisor with effect
from 25 January 2021 due to the expiry of the term of office. Ms. LUO Li was elected and
appointed as the employee representative Supervisor at the employee representative meeting of
the Company held on 25 January 2021 to replace Mr. CHEN Li and also served as the member
of the Supervisory Committee, with effect from 25 January 2021. For details, please refer to
the announcement of the Company dated 25 January 2021 with respect to resignation and
appointment of Supervisor.

. MEETINGS OF THE SUPERVISORY COMMITTEE

During the Reporting Period and as at the Latest Practicable Date, the Supervisory Committee
held two meetings, details of which are set out as follows:

o The fifth meeting of the second session of the Supervisory Committee was held on 28
March 2020, at which resolutions, among others, (1) work report of the Supervisory
Committee of the Company for 2019; (2) the independent auditor’s report, audited financial
statements, results announcement and the annual report of the Company for 2019; (3) the
report on the final financial accounts of the Company for 2019; (4) the final budget report of
the Company for 2020; (5) the profit distribution plan for 2019 and the proposed distribution
of 2019 final dividend of the Company; (6) the re-appointments of the international and
domestic auditors of the Company for 2020 and grant of the Board to determine their
remuneration; (7) the connected transactions of the Company for 2019; (8) the evaluation
report on the internal control of the Company for 2019; (9) the report on the use of raised
fund of the Company; and (10) the report on the remuneration policy of Supervisors of the
Company for 2019 were considered and approved.

o The sixth meeting of the second session of the Supervisory Committee was held on 19

June 2020, at which the resolution regarding the election of the chairman of the Supervisory
Committee of the Company was considered and approved.
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Report of the Supervisory Committee (Continued)

PRINCIPAL INSPECTION AND SUPERVISION WORK OF THE SUPERVISORY
COMMITTEE IN 2020

1.

Members of the Supervisory Committee carried out supervision and inspection of the
financial position of the Company and its financial management, risk management and
internal control systems, including regular inspections of the financial reports and financial
budgets and irregular reviews of accounting documents and books of the Company.

Members of the Supervisory Committee attended all general meetings and Board meetings
without voting rights during the Reporting Period, exercising supervision in respect of
the lawfulness and compliance of the procedures of the matters considered by the Board
meetings.

The Supervisory Committee made no objection to the reports and motions tabled at the
general meetings and were convinced that the Board had faithfully implemented the
resolutions approved by the general meetings.

INDEPENDENT OPINIONS ISSUED BY THE SUPERVISORY COMMITTEE ON
RELEVANT MATTERS

1.

Operation and management of the Company

During the Reporting Period, the Company maintained a stable development in its general
operation, and achieved a breakthrough in the business segments such as denitrification
catalysts and water treatment. The management of the Company attached great importance
to safety management and ensured smooth situation in production safety, actively promoted
technological innovation and achieved a series of research outcomes, vigorously developed
external markets and expanded client bases significantly and continuously improved the
level of management in core business. The management of the Company faithfully fulfilled
their duties and responsibilities as stipulated in the Articles of Association and earnestly
implemented the resolutions approved by the Board.

Financial position of the Company

Members of the Supervisory Committee monitored and examined the financial management
system and the financial condition and reviewed relevant financial information of the
Company. Upon examination, the Supervisory Committee concluded that the Company
had strictly complied with the relevant financial laws, regulations and financial policies,
and that the financial management system was sound and implemented effectively and
the accounting treatment was in line with the consistency principles and the Company’s
financial reports gave an objective and fair view of the financial position and operating
results of the Company.

The Supervisory Committee reviewed the standard and unmodified audit opinion issued by
Ernst & Young in respect of the consolidated financial statements of the Group for the year
ended 31 December 2020 prepared in accordance with IFRSs, and raised no objection to
such reports.
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Report of the Supervisory Committee (Continued)

Connected transactions

The Supervisory Committee reviewed the connected transactions between the Group
and its respective connected persons during the Reporting Period, and was of the opinion
that all the connected transactions complied with the relevant requirements of the Stock
Exchange and other applicable laws, and that the pricing of the connected transactions was
reasonable, open and fair and there was not any matter prejudicial to the interests of the
Company or Shareholders as a whole.

Implementation of the resolutions of general meetings

The Supervisory Committee considered that the Board earnestly implemented the
resolutions approved by the general meetings; the Company further perfected and improved
various risk management and internal control mechanisms; that the Company disclosed
significant information about the Company in a timely manner pursuant to the securities
regulatory requirements such that the information was disclosed in a regulated manner and
the securities trading system for the informed parties of inside information was conducted
well; that the Directors and Senior Management were able to implement conscientiously
and thoroughly relevant laws and regulations, the Articles of Association and the resolutions
of the general meetings and the Board, performing the duties to the Company in a faithful,
and pioneering manner; and that no Directors or Senior Management were found to have
acts which violated laws, regulations or the Articles of Association or harmed the interests
of the Company and the rights or interests of Shareholders during the execution of their
duties.

Internal control of the Company

The Supervisory Committee made a special explanation of the Company’s internal control.
It was of the view that the Company abode by the basic principle of internal control based
on its development strategies and regulatory requirements, and further improved the risk
management and internal control systems in line with its own actual situation so that
the Company was able to give a reasonable assurance that the internal control objective
would be achieved. In addition, the Company has established a complete internal control
organizational structure to ensure that its risk management and internal control systems will
be monitored and implemented effectively and its control and management capability will
continue to increase.

Use of proceeds by the Company

The Supervisory Committee monitored the utilization of the proceeds by the Company.
It was of the view that the Company was able to manage and utilize the proceeds in
accordance with the applicable laws and regulations as well as the commitments made by
it in the Prospectus. The Supervisory Committee will continue to oversee and inspect the
utilization of the proceeds.

By order of the Supervisory Committee
Huo Yuxia

Chairman of the Supervisory Committee
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Profile of Directors, Supervisors and Senior Management

l. NON-EXECUTIVE DIRECTORS
Mr. Qu Bo (#hi%)

born in July 1965, is the chairman of the Board and a non-executive Director. Mr. Qu is a member
of the Communist Party of China and a principal senior engineer with a doctoral degree. He
served as a deputy manager and chief engineer of Tianjin Electric Power Construction Company
First Engineering Company (REB HEX A FE —LIEAR]); deputy manager of the Power
Station Construction Department of North China Power Group Company (ZE1tE HEERQF);
deputy manager and manager of Beijing Electric Power Construction Company (1t 2 & &
2 7R)); deputy director (person-in-charge) and director of Engineering Management Department
of China Datang; deputy chief engineer and director of Engineering Management Department;
chief engineer; chief engineer and general manager, party secretary of China Datang, Shanghai
Branch; chief engineer, party secretary, chief engineer, head of Party Office and Office of China
Datang and party secretary of Datang International Power Generation Co., Ltd. (KEBIREEER
M AEBR/A7R]). He is currently the vice general manager and member of Party Leadership Group of
China Datang. In addition, Mr. Qu Bo has been serving as a director of Datang International Power
Generation Co., Ltd. (a company listed on the Main Board of the Stock Exchange, stock code: 991)
(a company listed on the Shanghai Stock Exchange, stock code: 601991) since April 2020.

Mr. Liu Quancheng (212 &)

born in October 1963, is a non-executive Director. Mr. Liu has over 30 years of work experience
in the power industry. Mr. Liu Quancheng worked in the Xinxiang Thermal Power Plant (74
NER) and successively served as the vice director, director, deputy chief accountant and
chief accountant of its finance division from August 1983 to August 2001. He served as the
chief accountant of Luoyang Shouyangshan Power Plant (&5 &% IUER) from August 2001 to
September 2005, and successively served as the director of the supervision and audit department,
the deputy chief accountant and director of the finance and property management department and
chief accountant of the Henan branch of China Datang from September 2005 to December 2013,
vice director of the finance and management department of China Datang from December 2013 to
January 2015, chief accountant of Datang International Power Generation Co., Ltd. from January
2015 to December 2015, and director of the finance and management department of China
Datang from December 2015 to March 2020. Mr. Liu Quancheng has been serving as the director
of financial business department of China Datang, the chairman and secretary of the Communist
Party Committee of Datang Finance. Mr. Liu Quancheng has graduated from Zhongnan University
of Finance and Economics in finance and accounting in 1994, graduated from Huazhong University
of Technology in philosophy of science and technology in 1998 with a master's degree of
philosophy, and was ascertained the qualification of senior accountant by the Central China
Electric Power Administration in May 1998. In addition, Mr. Liu Quancheng also held directorship
in other listed companies and he has served as a director of Datang Huayin (a company listed on
the Shanghai Stock Exchange, stock code: 600744) since June 2016.
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Profile of Directors, Supervisors and Senior Management (Continued)

Mr. Liu Ruixiang (2I123#)

born in March 1964, is a non-executive Director. Mr. Liu has over 30 years of work experience in
the power related industries. Mr. Liu Ruixiang worked in the Bagiao Thermal Power plant (/315 %t
B ) and successively served as its deputy chief engineer, chief engineer, and vice plant manager
from August 1982 to July 2000. He served as the deputy general manager of Xi'an Bagiao Thermal
Power Co., Ltd. (AL BBHAEBRE(EAF) from July 2000 to January 2001, the director of the
resin plant of X| an Power and the deputy general manager of Shaanxi Galaxy Electric Power Co.,
Ltd (BRFEE N A BRAF]) from January 2001 to March 2002, the deputy general manager of
Shaanxi Electric Power Generation Co., Ltd. (BRFEEE H#EBHR A R]) from March 2002 to June
2003, the general manager of Xi'an Bagiao Thermal Power Co., Ltd. and the plant manager of
the Bagiao Thermal Power Plant (F#RBEEH) from June 2003 to June 2004, the deputy general
manager of Datang Shaanxi Power Generation Co., Ltd. from June 2004 to December 2014, and
the general manager and the secretary of the Communist Party Committee of the Ningxia branch
of China Datang from December 2014 to December 2016. Mr. Liu also successively held positions
as the secretary of the Communist Party Committee, the deputy general manager, the general
manager and the deputy secretary of the Communist Party Committee of the China Datang
Overseas Investment Co., Ltd. (FEIXEEEEINEEHFR A F]) from December 2016 to March
2019 and served as the director of the production and operation department of China Datang from
March 2019 to March 2020. Mr. Liu Ruixiang has been serving as the chairman and secretary
of the Communist Party Committee of the Tianjin Branch of China Datang since March 2020.
Mr. Liu Ruixiang served as a director of Datang Huayin (a company listed on the Shanghai Stock
Exchange, stock code: 600744) from September 2019 to February 2021. Mr. Liu Ruixiang has
graduated from the Correspondence Institute of the Party School of the CPC Central Committee (F
HrRRER I EZPT) in economics in 1994 and was granted the qualification of senior engineer by
the Northwest Electric Power Administration in December 1999.

Mr. Li Zhenyu (EEF)

born in August 1975, is a non-executive Director. Mr. Li has nearly 20 years of work experience
in respect of accounting. Mr. Liu successively served as an accountant, vice director of the audit
office of the finance department and vice director of the finance department of Hunan Huayin
Electric Power Co., Ltd. (SiFZERE HRH AR A F]) from July 1998 to September 2005. During
the period of September 2005 to June 2008, Mr. Li served as the power price comprehensive
director of the finance and equity management of China Datang Group, and successively acted
as the vice director (presiding over work) and director of the finance and asset management
department, and the deputy chief accountant and director of the finance and asset management
department of the China Datang Overseas Investment Co., Ltd. (FEIAEEBGIMEERE A
7)) from June 2008 to December 2013. He served as the chief accountant and a Party member
of Datang Shandong Power Generation Co., Ltd. (KEILRZEEHR A A]) from December 2013
to August 2016, the chief accountant and a Party member of the Company from August 2016
to August 2017 and the vice director of the finance department and the vice director (presiding
over work) of the capital operation and equity management department of China Datang from
August 2017 to March 2020. Mr. Li Zhenyu served as the deputy director of the investment and
cooperation department (capital operation department) of China Datang from March 2020 to
December 2020. Mr. Li Zhenyu served as a director of Datang Huayin (a company listed on the
Shanghai Stock Exchange, stock code: 600744) from June 2019 to February 2021. Mr. Li Zhenyu
graduated from the Changsha Electric Power Technical College in accounting in June 1998 with a
bachelor’'s degree of economics and graduated from the Business School of Wuhan University in
economics with a master’s degree of economics in June 2001. Mr. Li Zhenyu was ascertained the
qualification of senior accountant by China Datang in December 2011.
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EXECUTIVE DIRECTORS
Mr. Wang Yanwen (EZX)

born in November 1964, is an executive Director. Mr. Wang has been serving as the general
manager of the Company since July 2020, the authorised representative of the Company since
August 2020, and the executive Director since October 2019. Mr. Wang has over 30 years of
extensive experience in the power industry. Prior to joining the Company, Mr. Wang served
as an electrical technician of the engineering department, the head of the microwave office,
specialized engineer and deputy director of the Communication Branch, as well as director of
the communication engineering office of the repair and maintenance engineering division, the
Party branch secretary of the heating ventilation department and head of the fuel management
department of Shuangyashan Power Plant (288§|L 28 E FR) from February 1985 to July 1998, head
of the general office of Heilongjiang Power Fuel Corporation (£#/1& & HIE4EAF]) from July
1998 to February 2004, head of the Heilongjiang transportation office of Datang Power Fuel Co.,
Ltd. (KEZENAE AR AR from February 2004 to December 2004, deputy director of the fuel
management center of Datang Heilongjiang Power Generation Co., Ltd. (K& R2EE T EHR A A)
and deputy general manager of Datang Heilongjiang Power Fuel Co., Ltd. (KfE R8I E HARE
[R 22 7)) from December 2004 to October 2006, director of the fuel management center of Datang
Heilongjiang Power Generation Co., Ltd. and general manager of Datang Heilongjiang Power
Fuel Co., Ltd. from October 2006 to March 2010, vice chief economist and director of the fuel
management center of Datang Heilongjiang Power Generation Co., Ltd. and general manager of
Datang Heilongjiang Power Fuel Co., Ltd. from March 2010 to August 2010, vice chief economist,
vice chief economist and director of the ideological and political department as well as deputy
secretary of the party committee directly administered by the company and director of the labor
union office of Datang Heilongjiang Power Generation Co., Ltd. from August 2010 to January
2015, a member of party committee, head of the discipline inspection committee, chairman of the
labor union and head of the discipline inspection committee of Datang Jilin Power Generation Co.,
Ltd. (KEFMEEZEFRAF]) from January 2015 to December 2016, deputy director of the fuel
management department of China Datang from December 2016 to December 2017, secretary of
the party committee, deputy general manager, and chairman and secretary of the party committee
of Datang Power Fuel Co., Ltd. from December 2017 to July 2019. He served as the secretary of
the Party Committee and deputy general manager of the Company from July 2019 to July 2020.
Mr. Wang graduated from Harbin Institute of Technology (% 8/& T2 A2 in July 1996 majoring
in computer and application.
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Profile of Directors, Supervisors and Senior Management (Continued)

Mr. Tian Dan (H#%)

born in March 1965, is an executive Director. He has the qualification of a Master’'s degree and is
a member of the Communist Party of China and a principal senior engineer. Mr. Tian has served
as the secretary of the Party committee and the deputy general manager of the Company since
July 2020, and executive Director since October 2020. Mr. Tian successively served as a shift
supervisor and technician of the Shanxi Shentou No. 2 Power Plant (ILU7a483E5E — 2 FE ), an
engineer at the Thermal Power Simulation Training Center of Shanxi Electric Power Company
(LLFEEE AR, an engineer of the Engineering and Technology Department, manager of the
Production Preparation Department, manager of the Power Generation Department and deputy
chief engineer and deputy general manager of Yangcheng International Power Generation Co.,
Ltd. (GBI EBRETAF]), the deputy general manager of Yangcheng International Power
Generation Co. Ltd. and Datang Yangcheng Power Generation Co., Ltd. (KESHMBEERRE
/2 7]); the secretary of the Party committee and the deputy general manager of Yangcheng
International Power Generation Co., Ltd. and the deputy general manager of Datang Yangcheng
Power Generation Co., Ltd.; the general manager and the secretary of the Party committee
of Yangcheng International Power Generation Co., Ltd. and the general manager of Datang
Yangcheng Power Generation Co. Ltd., the secretary of the Party Leadership Group and the
deputy general manager of the Chongging Branch of Datang International Power Generation Co.,
Ltd. (KEBRBREBRMDBRARERE D AR and the secretary of Communist Party Committee and
the deputy general manager of Chongaging Yuneng (Group) Co., Ltd. (EEME(EB)BRETA
7)), the secretary of the Party Leadership Group and the general manager of Chongqing branch of
Datang International Power Generation Co., Ltd., the general manager and the deputy secretary
of the Party committee of Chongging Yuneng Industry (Group) Co., Ltd. (EEMEEX(EE) A
FR&{E/2 7)), the general manager and the deputy secretary of the Communist Party Committee,
the chairman and the secretary of the Communist Party Committee of the Ningxia branch of
China Datang (FEIKEEE 5 A 7)), the director of the Ningxia Planning and Development Center
of China Datang (FEIXESEZEHRE|ZEEF 1), and the chairman and secretary of the Party
committee of Xiongan Energy Co., Ltd. of China Datang (R Bl KB =B i L e /R AR A 7).
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INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Ye Xiang (H#3)

born in January 1964, is an independent non-executive Director. Mr. Ye possessed over 20 years
of extensive work experience in the industries relating to finance, banking and regulation. Mr. Ye
was an economist of the PBOC from August 1994 to July 1998, and he worked for Hong Kong
Monetary Authority (B8 & 81%E I /D) as a senior analyst from August 1998 to July 2000. Mr. Ye
served as the executive director of the Bank of China International Holdings Limited (/£ BIFE 42 %
BABR/AF]) from August 2000 to July 2001. During the period from August 2001 to October 2007,
he served successively as the director of China affairs of the Securities and Futures Commission
of Hong Kong. Mr. Ye has been acting as the managing director of Vision Gain Capital limited ([&
ZEARBRAF]) since November 2007, an independent director of UBS Securities LLC (iiR7E
S HBRE(EAF]) since March 2010, and a member of the Public Shareholders Group of the SFC
since April 2015. In addition, Mr. Ye has held directorship in other listed companies, including the
position of independent non-executive director of Wuling Motors Holdings Limited (A% /55 % B
TR ABFR/AA]) (a company listed on the Stock Exchange, stock code: 0305) since October 2008
and the position of independent director of Shenzhen Shenxin Taifeng (Group) Co., Ltd. (ZIITH
FERY(EE) R AR AR (a company listed on the Shenzhen Stock Exchange, stock code:
000034) since June 2011, and has been serving as an independent non-executive director of 51
Credit Card Inc. (a company listed on the Stock Exchange, stock code: 2051) since February 2018
and an independent non-executive director of Jinshang Bank Co., Ltd. (BRERITIH AR AR (a
company listed on the Stock Exchange, stock code: 2558) since December 2018. Mr. Ye obtained
a doctoral degree in economics at the Financial Research Institute of the PBOC (B A RIE1T42TT
ERRAFFERT) in 1995. Mr. Ye was accredited as a chartered financial analyst by the CFA Institute (4F
HFERONTAIZES) in September 2004.
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Profile of Directors, Supervisors and Senior Management (Continued)

Mr. Mao Zhuanjian (E5 &)

born in June 1953, is an independent non-executive Director. Mr. Mao possessed extensive
experience in the environmental protection, energy conservation and clean production of the
power industry. Mr. Mao currently serves as the senior expert of the energy conservation and
environmental protection division of CEC (R EBEIREIRIRD €), member of the specialized
committee for energy and environment of China Energy Research Society (B gL/RFE 2 8ER
HIRIZE T 5E), member of the specialized committee for electric power and environmental
protection of the Chinese Society for Electrical Engineering (FEIE# T2E22E NIRIREE
Z B82) and member of the low-carbon economics taskforce of the China Association of Plant
Engineering Consultants (B2 B2 1 & (KR4S E TFZ 8 €). Before joining the Company,
Mr. Mao was the engineer and Principal Staff Member of the environmental protection office of
the planning department of the Ministry of Water and Power Industry (BZ/KE Z6) from February
1986 to November 1988. Between November 1988 and November 1993, Mr. Mao served as
the deputy head of the Environmental Protection and l\/lanagement Division RIBIREEE
BZ) under the environmental protection center for CEC (FEEIRFREH L), From November
1995 to September 2005, he served as director of the consulting division of CEC Electric Power
Construction Technical Center ( EHFE /I & TH 13) under the State Power Corporation. From
October 2005 to June 2017, he served successively as the director of environmental protection
division and the director of climate change response division under the CEC, the vice secretary
for the National Collaborative Network for Desulfurization and Denitrification Technologies for the
Power Industry (2 B8 1172 B AR RS BT 17 1E48), and the deputy secretary and deputy secretary
general for the energy conservation and environmental protection sub-division under the CEC.
Mr. Mao graduated from Guizhou Industrial College (B TE63) in 1976, majoring in inorganic
chemistry. Mr. Mao was accredited as a professor-level senior engineer by the Ministry of Power
Industry in April 1999 and was engaged by the energy conservation and environmental protection
sub-division under CEC as a core professional for CEC (FEEii%/ 0 HZK) in June 2014. Mr. Mao
was twice accredited as an expert in the expert reserves for environmental protection and energy
conservation professionals for the power industry (EN1TERRETAEEEREZHZK) by CEC in
October 2013 and August 2014, respectively.
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Profile of Directors, Supervisors and Senior Management (Continued)

V.

Mr. Gao Jiaxiang (B XK i¥)

born in January 1974, is an independent non-executive Director. Mr. Gao has considerable
work experience in internal and external corporate audit, investment, merger and acquisition,
restructuring and corporate valuation. Before joining the Company, Mr. Gao served as an audit
manager at Xinxiang Juzhongyuan Certified Public Accountants (Fi#fEF T @t EHKAERE
£2A7]) from May 1996 to July 2003. He then worked at the Beijing branch of Nanfang Minhe
Certified Public Accountants (F /7 R & 5B E % FTiL R 5 F) as the manager of audit department
from August 2003 to June 2006. He worked as the manager at Beijing Zhonghe Dingxin Certified
Public Accountants (At R FIEE &AM EHFT) from July 2006 to August 2007 and the manager
at Beijing Tianyuanquan Certified Public Accountants (it R KBl & &R S FT) from September
2007 to February 2009. He then served as the chief financial officer of Beijing Guanshi Founda’uon
International Investment Management Company Limited (It R ERKEZBEBIKREERERA
from March 2009 to June 2017. Mr. Gao served as the chief financial officer of Risun Chem|ca|
Co., Ltd. (JBFZ{E THBRAF]) during the period from June 2017 to October 2017, and has been
serving as an executive director and the general manager of Beijing Huamai Huizhong Technology
Co., Ltd. At REEERRFE AR A A]) since October 2017. Mr. Gao graduated from Central
University of Finance and Economics (R REFZEKE) in January 2009 and obtained a bachelor’s
degree in accounting. He then obtained an MBA from Central University of Finance and Economics
(FPREFEEARES) in June 2016. He was accredited as a certified public accountant by the Chinese
Institute of Certified Public Accountants (F BIzEft&5TAN1E) in April 2003 and as a certified tax
agent by Henan Certified Tax Agent Management Center (A& M ERIEIEF L) in June
2002.

SUPERVISORS
Ms. Huo Yuxia (B E)

born in June 1965, is the chairman of the Supervisory Committee. She obtained a bachelor degree
and has over 30 years of extensive work experience in auditing of the power-related industry.
From July 1986 to July 1997, Ms. Huo Yuxia served as budgetary staff, head of installation and
budget team, deputy division head, deputy head and director of the operation department and
project department of Gaobeidian for the planning division of Shanxi Electric Power Construction
Second Engineering Company (IL78& E N EHRE T AR]). From July 1997 to June 2007, she
served as a staff member of planning and finance department the deputy manager of planning
and finance department, manager of planning and finance department, vice chief accountant
and manager of planning and finance department of Yangcheng International Power Generation
Co., Ltd. (B BEBEEARE(TA7]). From June 2007 to August 2016, she served as deputy
director (in charge) of finance department, director of finance department, vice chief accountant
and director of finance department, chief accountant, Party committee member of Shanxi Branch
of China Datang. From August 2016 to October 2017, she served as deputy director of the audit
department of China Datang. She has served as director of the audit department of China Datang
since October 2017 and also director of the legal affairs department (risk management and control
department) of China Datang since April 2020. Ms. Huo Yuxia graduated from Taiyuan University
of Technology (KR L% K&), majoring in electric power system and automation in July 1986. She
is currently a senior economist (&= A4S ERT).
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Profile of Directors, Supervisors and Senior Management (Continued)

Mr. Liu Liming (#I3LBR)

born in February 1972, a Supervisor. Mr. Liu has over 20 years of extensive work experience in
auditing of the power related industries. He worked in the audit office of Beijing Power Supply
Company (It #E A F]) form December 1996 to March 2003. He successively served as a
member and a vice director of the audit division |, a vice director and director of the audit division
[Il of the audit department, and a deputy manager of the audit department of China Datang Group
from March 2003 to April 2018. During the period from April 2018 to July 2019, Mr. Liu held the
positions of vice schoolmaster and chief accountant of China Datang Corporation Cadre Training
College (B AXE S E #20155)1208%). He served as a vice director of the legal affairs department
of China Datang from July 2019 to March 2020, and has served as director of China Datang
Guangzhou Audit Centre and Guangzhou Legal Affair Centre since March 2020. Mr. Liu Liming
graduated from Changsha Electric Power Technical College (£%% 7128%) in accounting in 1996
and was granted the qualification of intermediate accountant by the Ministry of Finance in May
2002.

Ms. Luo Li (i&%7)

born in August 1971, an Employee Representative Supervisor, with a bachelor degree, is a
member of the Communist Party of China and a senior political engineer. Ms. Luo had previously
served as: publicity officer of the Party Office of China Hydropower Second Bureau Construction
Branch (FBI’KE ZREZEHB), officer of the Party Office, deputy secretary and secretary of
Communist Youth League of China Water Resources and Hydropower Second Engineering
Bureau (FEI/KF|I7KESE — T2 /E), assistant director, deputy director (in charge of work), and
director of the Supervision and Audit Department (Department of Ideological and Political
Work) of Datang Environmental Technology Engineering Co., Ltd. (KERERHTTEBR A 7)),
director of the Supervision and Audit Department (Department of Ideological and Political Work)
of China Datang Group Environmental Technology Co., Ltd. (TEIAEEBRERMAR R F),
director of the Supervision and Audit Department (ldeological and Political Work Department) and
secretary of the Party Committee of the Environmental Protection Branch of Datang Technology
Industry Group Co., Ltd. (RERHIEXEBHR A F]), secretary of the Party Committee of the
Environmental Protection Branch of the Company and secretary of the Party Branch of Datang
Electric Power Design and Research Institute (K/EE 1R &Hi5E67), secretary of the Party
Committee of Environmental Protection Branch, party secretary, vice president, principal of the
Discipline Inspection Commission Office of Datang Electric Power Design and Research Institute

(KIEE SR TERR).
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Profile of Directors, Supervisors and Senior Management (Continued)

SENIOR MANAGEMENT
Mr. Bu Baosheng ( I R 4)

born in May 1963, served as a deputy general manager of the Company since November 2020,
Mr. Bu has a bachelor’'s degree and is a senior engineer, and member of the Communist Party
of China. Mr Bu has more than 30 years of experience in the power industry. Before joining the
Company, Mr. Bu had served as a teacher of power engineering department of Inner Mongolia
Institute of Engineering (N5 & T2f5%), a professional engineer of steam engine room, deputy
officer of steam engine room, deputy chief engineer and chief engineer of Inner Mongolia Electric
Power Construction Adjustment Test Institute (A5 & & WX FARHERIITFT), chief engineer of
Inner Mongolia No.1 Electric Power Construction Engineering Company (N5 &% —8 2R T2
2 7R)), department head and supervisor of engineering department of Tuoketuo Power Generation
Co., Ltd. (ERIEEEFRE(EAR]), department head of engineering department, chief engineer,
deputy general manager and chief engineer, deputy general manager of Inner Mongolia Datang
Tuoketuo Power Generation Co., Ltd. (N & KEFRIEESHFRE(TAA]), deputy manager of
engineering and construction department of Datang International Power Generation Co., Ltd.
(REBIR#ZEERMDABR AT, vice secretary of the Communist Party Committee and deputy
general manager of the Inner Mongolia Branch of China Datang, chief engineer of Datang Energy
Chemical Co., Ltd. (KERER{IL THEREFEIEA R, secretary of the Communist Party Committee,
deputy general manager and head of discipline inspection team of Yunnan Datang International
Electric Power Co., Ltd. (EFXEBIRE JHR A F]), general manager and deputy secretary of
the Communist Party Committee of the Fujian Branch of Datang International Power Generation
Co., Ltd. (KIEEREF AR (DB R A F]), party secretary and deputy general manager of the Jiangxi
Branch of Datang International Power Generation Co., Ltd. (KEBIEEEKHER AR and party
secretary and deputy general manager of the Jiangxi Branch of China Datang (F Bl XE /TS A F).

Mr. Chen Song (FR#)

born in May 1968, has been serving as the chief accountant and a member of the Party
Committee of the Company since July 2019. Mr. Chen has nearly 30 years of experience in
power industry. Prior to joining the Company, Mr. Chen consecutively served as an accountant of
financial department of North China Power Institute (24t JJ&&5TFt) from July 1991 to January
1993, an accountant of North China Power Group Co., Ltd. (221t E & E A7) from January
1993 to January 1998, senior head of financial department, vice director of the funds division and
director of property funds division of the financial department of Beijing Datang Power Generation
Company Limited (3t R AFEEERMHDBR A F]) from January 1998 to December 2004, plant
manager assistant, deputy plant manager and concurrently chief accountant of Beijing Gao Jing
Thermal Power Plant (At R&HEHE ) from December 2004 to December 2006, vice manager,
vice general manager and vice director of the financial department of Datang International Power
Co., Ltd. (REERREEFRMD AR A F]) from December 2006 to November 2009, general manager
and director of phase Il construction preparation department of Yunnan Datang International
Honghe Power Generation Company Limited (EFAEBRERADNZEFREE A7) from November
2009 to December 2012, director of the financial department of Datang International Power
Co., Ltd. from December 2012 to December 2013, and chief accountant and a party committee
member of Datang Renewable from December 2013 to July 2019. Mr. Chen graduated from
Xiamen University (EFJAXE%) with a bachelor's degree of economics in accounting in July 1991.
He obtained the qualification as a senior accountant in December 2002.
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Profile of Directors, Supervisors and Senior Management (Continued)

Mr. Wang Haijie (Ei5{£)

born in November 1962, served as the deputy general manager of the Company since April
2019. Mr. Wang has over 30 years of experience in the power industry and was in charge of the
business operation and management of a number of electric power enterprises. Prior to joining
the Company, Mr. Wang served as a worker at the thermal heat workshop of Xiahuayuan Power
Plant (T7EEZE ) from December 1982 to July 1988, and a team head of the thermal heat
workshop of Shalingzi Power Plant (448 F 2% H) from July 1988 to June 1992. He successively
served as a team head and deputy supervisor at the thermal heat division, the chief engineer at
the production technology division of the maintenance and repairs department, and a supervisor at
the production technology division of Qinhuangdao Thermal Power Plant (2 £ &2 E &) from June
1992 to May 2004, the person-in-charge of the production preparation team, the chief engineer
and the deputy head of the equipment and engineering department, the head of the equipment
department, and the deputy chief engineer and the head of the equipment department of
Guangdong Datang International Chaozhou Power Generation Co., Ltd. (ERAEREE #NEEH
FR& 2 7)) from May 2004 to April 2007, an assistant to general manager and the deputy general
manager of Fujian Datang International Ningde Power Generation Co., Ltd. (f2i@ AE B EEHE
BREMEAF]) from April 2007 to August 2009, the general manager of Shanxi Datang International
Linfen Thermal Power Co., Ltd. (IL75K/E B iR 28 A F]) from August 2009 to January 2011,
the secretary to the party committee, deputy general manager, and general manager of Liaoning
Datang International Fuxin Coal to Gas Co., Ltd. (EEXEREEEHEBRXARAREEAF) from
January 2011 to November 2016, a consultant at the expert work station of Zhongxin Energy
and Chemical Technology Company Limited (F#ge{t & B R A F]) from November 2016 to
January 2018, and the deputy general manager and a member of the party committee of China
Datang Overseas Investment Co., Ltd. (FEIXEEEEIMNTEBRAR]) from January 2018 to
April 2019. Mr. Wang graduated from Zhangjiakou Vocational College (38R AT B T AZ2) in July
1988 and obtained a college degree. He obtained the qualification as senior engineer from Senior
Specialized Technique Titles Evaluation Committee of China Datang Group in December 2009.
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Profile of Directors, Supervisors and Senior Management (Continued)

Mr. Liu Chundong (B1&¥X)

born in February 1970, is a member of the Communist Party of China, and a senior engineer.
Mr. Liu has served as the deputy general manager of the Company since July 2020. Mr. Liu has
nearly 30 years of extensive experience in the power industry. Prior to joining the Company, Mr.
Liu served successively as a watch of operation, chief watch of operation, deputy shift leader,
specialist engineer in operation, specialist engineer in electric operation and maintenance of the
Production Technology Department, shift supervisor of the Production Technology Department,
the director (maintenance) of the Electrical Branch of Tongliao Power Generation Plant ({BFE &
LB D) from July 1991 to January 2005. He served as a senior engmeermg supervisor of
the Power Generation Management Department of CPI Holingol Coal (FF & EK 2 EEE ) from
January 2005 to May 2008. He served as deputy director of the Safety Division and Engineering
Department of the Power Generation Department of CP| East Inner Mongolia Energy (FE& S
HeLRBEFEL L2 EEETIZE) and the deputy director of the Tender and Bid Management
Center of CPI East Inner Mongolia Energy Co., Ltd. (FERZHREREBE R BZEEH D) from
May 2008 to February 2011. He served as the deputy president of Datang Renewable Power
Maintenance Co., Ltd. (KE#ELIRE Higl&BRAF]) as well as the deputy general manager
of Beijing Tanghao Electricity Engineering Technology Research Co., Ltd. (At RE&EE H TEH
A2 B R A7) from February 2011 to January 2012. He served successively as the deputy
director (in charge) of the Science and Information Department and the director of President
Office Department (International Cooperation Department, Policy and Law Department) of Datang
Renewable from January 2012 to October 2015. He served as the dean of Datang Renewable
Energy Test and Research Institute (R/EFTEEIRAERMFTPT) from October 2015 to December
2016, and the chief engineer of Datang Renewable from December 2016 to December 2017.
He served as the deputy general manager and member of the Party committee of China Datang
Group Overseas Investment Co., Ltd. (FEIREEEFINEEBR A F]) from December 2017 to
May 2018. He served as the deputy general manager and member of the Party committee of
China Datang Group Overseas Investment Co., Ltd. as well as the director of the Preparatory
Office of China Datang Group Africa Co., Ltd. (EP Bl AEEEIEMNAF) from May 2018 to March
2019. He served as the associate dean and member of the Party committee of China Datang
Corporation Renewable Power Science and Technology Research Institute Co., Ltd. (FEKE%£E

REREIE R TR ZTbT AR 2 Al) from March 2019 to June 2020. Mr. Liu studied in Harbin Institute
of Technology from July 1987 to July 1991, and obtained his bachelor’'s degree majoring in electric
power system and automation.
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Profile of Directors, Supervisors and Senior Management (Continued)

Mr. Zhou Ce (R 3g)

born in September 1969, has been serving as a member of the Party Committee, the secretary of
the Discipline Inspection Committee and chairman of the labor union of the Company since March
2020. Mr. Zhou possessed approximately 19 years of work experience in the power industry.
Before joining the Company, Mr. Zhou worked as an intern, technician and assistant engineer
in the power workshop of Shandong Heze Second Woolen Textile Factory (LI A258 — FE474%
&) from July 1991 to March 1993. He served as the deputy general manager of Shandong Heze
Modern Office Equipment Company (ILESZR I AEE A 7)) from March 1993 to June 1995.
Mr. Zhou served as the secretary, judge of the fourth rank, judge of the third rank and chief
judge of Shandong Heze Intermediate People’'s Court (LLIESFZFFEARERT) from June 1995 to
September 2000. He studied for master of law (international economic law) in China University of
Political Science and Law (FEBIEUEAEE) from September 2000 to August 2003. He served as the
fourth-class employee of economy and law department of State Grid Corporation of China (B &
#827]) from August 2003 to December 2006. Mr. Zhou served as the deputy director and director
of economy and law department of State Grid Corporation of China from December 2006 to June
2013. He served as the head of integrated administrative team, head of party committee working
group, director of office and director of legal office of State Grid Integrated Energy Service Group
Co, Ltd. (EIHEETRERTE AR A F]) from June 2013 to August 2017. Mr. Zhou served as the deputy
director of corporate management and legal affairs department, the deputy director of monitoring
division (the office of disciplinary team of the Communist Party Committee and inspection office)
and the deputy director of inspection office of the Communist Party Committee of China Datang
Group from August 2017 to March 2020. Mr. Zhou studied in Shandong University (LB AXZ%) with
the major of Law from December 1997 to June 2002 and obtained the university degree. Mr. Zhou
obtained master’s degree in law of China University of Political Science and Law in August 2003.
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Profile of Directors, Supervisors and Senior Management (Continued)

Mr. Liang Xiuguang (R 5B &)

born in January 1979, has served as the secretary of the Board, Joint Company Secretary and the
authorized representative of the Company since 30 November 2020, a deputy general manager
of the Company since 23 March 2018, responsible for the materials management and market
development of the Company. He has about 20 years of experience in power industry. Before
joining the Company, Mr. Liang worked for Shandong Huangdao Electric Power Plant (U= S
ZXE R from July 2000 to September 2009, serving successively as boiler operator, secretary of
the general office, deputy director of the general office and director of the politics department.
When serving for Datang Shandong Renewable Energy Co., Ltd. (KELERFELREER A A)
from September 2009 to March 2012, Mr. Liang acted successively as head of the general
economics department, deputy chief economist, deputy general manager and member of Party
Committee. He served concurrently as deputy general manager of Datang Shandong Clean Energy
Development Co., Ltd. (KEILUR)ERBERFAZEHBRAA]) from November 2010 to March 2012, and
acted as deputy general manager and member of Party Committee of Datang Shandong Clean
Energy Development Co., Ltd. from March 2012 to March 2013. From March 2013 to November
2013, Mr. Liang worked for Shenyang Huachuang Wind Power Co., Ltd. (BSZEAIREEEAR A
A]) as member of Party Committee and deputy general manager. He served successively as
deputy general manager of the automation department, deputy director of materials management
department (in charge of overall operation) and director of materials management department
of the Company from November 2013 to January 2017. From January 2017 to March 2018, Mr.
Liang acted as general manager and member of Party Committee of Technologies & Engineering
Company. Mr. Liang graduated from the Power Faculty of Shandong Electric Power College
(IUEREBENSEZEHERIER) in July 2000, with major in thermal power, and took undergraduate
courses on thermal energy and power engineering from the School of Continuing Education of
Harbin Institute of Technology (FEFRE T AZ) from March 2010 to July 2012. Subsequently, he
obtained a master’s degree in engineering from Xidian University (FA% & FE£HZ K E2) in June 2017.
Mr. Liang was granted the qualification of senior politic official by China Datang in December
2016.
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Human Resources

PROFILE OF HUMAN RESOURCES

As at 31 December 2020, we had 1,074 employees, substantially all of whom were based in
the PRC. The Group has individually established labor union branches. Currently, the Group
has entered into employment agreements with all employees, in which the position, duties,
remuneration, employment benefits, training, confidentiality obligations relating to trade secrets
and grounds for termination are specified pursuant to the PRC Labor Law and other relevant
regulations.

The table below sets forth the number of employees as at 31 December 2020 by their functions:

Percentage

of the total

Number of number of

Function employees employees
Concession operation management personnel 320 29.80%
Engineering and technical personnel 206 19.18%
Sales personnel 75 6.98%
Research and development personnel 351 32.68%
Administrative and management personnel 86 8.01%
Manufacture personnel 23 2.14%
Others 13 1.21%
Total 1,074 100%

STAFF INCENTIVES

According to the development requirements, the Company further established and improved the
overall responsibility management system and the whole staff performance evaluation system
on the basis of clear position objectives. In order to inspire the potential and work enthusiasm of
employees, to fully embody the incentive and constraint behavior, and to laid a solid foundation
for the orderly career development of all the employees, the Company divides the specific task
in development planning into each department and position, objectively and accurately evaluates
the achievement of job targets of employees by building position performance targets and
performance standard, and realizes awards and punishments according to the score that is formed
by evaluation results quantification.

STAFF REMUNERATION POLICY

The remuneration package of our employees includes salaries, bonuses and allowances. Our
employees also receive welfare benefits, including medical care, housing subsidies, retirement
and other benefits. We carry out employee performance appraisals, establish diversified and
dynamic appraisal mechanisms. The department heads’ salaries and remunerations will be
adjusted corresponding to the results of their performance appraisals. Pursuant to applicable
PRC regulations, we have contributed to social insurance funds, including pension plans, medical
insurance, work-related injury insurance, unemployment insurance and maternity insurance, and
housing funds for our employees.
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Human Resources (Continued)

STAFF TRAINING

In order to attract and retain high-quality employees and further improve their knowledge, skill
level and professional attainments, we place a strong emphasis on the training of our employees.
We offer in-service education, training and other opportunities to our managers and employees to
improve their professional skills and knowledge.

In 2020, the Group provided 24 training programs on business management, professional
techniques and production skills, and the average training hours per employee was 115 hours with
100% talents attending the trainings.

GUARANTEE OF STAFF RIGHTS

The Group complies with the Labour Law of the PRC and the Labour Contract Law of the PRC
in all material respects and makes contributions to social insurance and housing provident fund
for our employees according to the above laws, among which the social insurance includes basic
pension insurance, medical insurance, occupational injury insurance, unemployment insurance and
maternity insurance.
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Independent Auditor’'s Report

Ernst & Young

22/F, CITIC Tower LK SR ERAT Tel &4 +852 2846 9888
EY 1 Tim Mei Avenue BAERRANEEIR Fax fEHE: +852 2868 4432
§i Central, Hong Kong FiERE221E ey.com

To the shareholders of Datang Environment Industry Group Co., Ltd.
(Established in the People’s Republic of China with limited liability)

OPINION

We have audited the consolidated financial statements of Datang Environment Industry Group Co., Ltd.
(the “Company”) and its subsidiaries (the “Group”) set out on pages 96 to 202, which comprise the
consolidated statement of financial position as at 31 December 2020, the consolidated statement of
profit or loss and other comprehensive income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated
financial position of the Group as at 31 December 2020, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards (“IFRSs”) issued by the International Accounting Standards Board (“IASB")
and have been properly prepared in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs") issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA"). Our responsibilities under those
standards are further described in the Auditor’s responsibilities for the audit of the consolidated financial
statements section of our report. We are independent of the Group in accordance with the HKICPA's
Code of Ethics for Professional Accountants (the “Code"”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

KEY AUDIT MATTER

Key audit matter is the matter that, in our professional judgement, was of most significance in our audit
of the consolidated financial statements of the current period. The matter was addressed in the context
of our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on the matter. For the 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
consolidated financial statements section of our report, including in relation to the matter. Accordingly,
our audit included the performance of procedures designed to respond to our assessment of the risks
of material misstatement of the consolidated financial statements. The results of our audit procedures,
including the procedures performed to address the matter below, provide the basis for our audit opinion
on the accompanying consolidated financial statements.
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Independent Auditor’s Report (Continued)

KEY AUDIT MATTER (CONTINUED)

Key audit matter

How our audit addressed the key audit matter

Revenue recognition on construction contracts

Approximately 42% of the Group's total revenue
for the year ended 31 December 2020 was related
to construction contracts, which was significant
to the Group’s consolidated financial statements.
Revenue from these fixed price construction
contracts was recognised over time, measured
by reference to the completion percentage
of individual contracts of construction works.
The completion percentage was estimated by
reference to the actual costs incurred up to the
end of the reporting period over the total budgeted
costs. Significant management’s estimation was
involved in estimating the completion percentage
and the total budgeted costs.

The accounting policy, significant accounting
judgements and estimates and disclosures about
construction contracts are included in note 2.4
SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, note 3 SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES and note 5
REVENUE, OTHER INCOME AND LOSSES to
the consolidated financial statements.

Our audit procedures included, among others,
obtaining an understanding of and evaluating
the revenue recognition process related to
construction contracts and testing the relevant
controls that the Group has put in place over its
processes to record construction costs, total
budgeted costs and construction contract revenue,
and to calculate the completion percentage.
Besides, we gained an understanding of the
construction progress based on examination of the
associated project documentation and discussion
on the status of projects with finance and project
managers of the Group. We also discussed with
management to gain an understanding of their
estimates for the total budgeted costs and the
changes, checked the nature and components of
the costs and revised the historical accuracy of
such estimates. Furthermore, we performed tests
of details, such as reviewing the key contract
terms of significant projects, checking actual costs
and tax invoices of major construction projects,
and reviewing the calculation worksheets for the
completion percentage of the construction works.

We also evaluated the adequacy of the disclosures
of the Group's construction contracts.

OTHER INFORMATION INCLUDED IN THE ANNUAL REPORT

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

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the audit or otherwise appears to
be materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report in
this regard.
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Independent Auditor’s Report (Continued)

RESPONSIBILITIES OF THE DIRECTORS FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

The directors of the Company are assisted by the Audit Committee in discharging their responsibilities
for overseeing the Group's financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Our report is made solely to you, as a body, and for no other purpose.
We do not assume responsibility towards or accept liability to any other person for the contents of this
report.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with HKSAs will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

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

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

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

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.
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Independent Auditor’s Report (Continued)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

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

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

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

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

We also provide the Audit Committee with a statement that we have complied with relevant ethical
requirements regarding independence and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and where applicable, actions taken to
eliminate threats or safeguards applied.

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

The engagement partner on the audit resulting in this independent auditor’s report is Bennett S.H. Wai.

Ernst & Young
Certified Public Accountants

Hong Kong
26 March 2021




Consolidated Statement of Profit or Loss and Other Comprehensive Income

Year ended 31 December 2020

Revenue
Cost of sales

Gross profit

Selling and distribution expenses

Administrative expenses

Other income and losses

Other expenses

Finance costs

Impairment losses on financial and contract assets,
net

Profit before tax

Income tax expense

PROFIT FOR THE YEAR

OTHER COMPREHENSIVE INCOME

Other comprehensive income that may be
reclassified to profit or loss in subsequent
periods:

Exchange differences on translation of foreign
operations

Net other comprehensive income that may be
reclassified to profit or loss in subsequent periods

Other comprehensive income that will not be
reclassified to profit or loss in subsequent
periods:

Equity investments designated at fair value
through other comprehensive income:
Changes in fair value
Income tax effect

Net other comprehensive income that will not be
reclassified to profit or loss in subsequent periods

OTHER COMPREHENSIVE INCOME FOR THE
YEAR, NET OF TAX

TOTAL COMPREHENSIVE INCOME FOR THE
YEAR

(0]

2020 2019
RMB’000 RMB'000
6,821,071 6,414,621
(5,652,769) (5,334,656)
1,168,302 1,079,965
(23,041) (36,898)
(483,796) (549,695)

82,240 132,290
(106,603) -
(270,291) (252,841)
(44,153) (69,678)
322,658 303,143
(111,298) (57,766)
211,360 245,377
(1,107) 553
(1,107) 553
1,256 487
(189) (73)
1,067 414
(40) 967
211,320 246,344

&
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Consolidated Statement of Profit or Loss and Other Comprehensive Income (Continued)
Year ended 31 December 2020

2020 2019
Notes RMB’000 RMB'000
Profit attributable to:

Owners of the parent 302,872 218,942
Non-controlling interests (91,512) 26,435
211,360 245,377

Total comprehensive income attributable to:
Owners of the parent 303,319 219,666
Non-controlling interests (91,999) 26,678
211,320 246,344

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE PARENT

Basic and diluted (RMB) 13 0.10 0.07




Consolidated Statement of Financial Position

31 December 2020

NON-CURRENT ASSETS
Property, plant and equipment
Intangible assets

Right-of-use assets

Equity investments designated at fair value through

other comprehensive income
Deferred tax assets
Other non-current assets

Total non-current assets

CURRENT ASSETS

Inventories

Contract assets

Trade and bills receivables

Prepayments, other receivables and other assets
Restricted cash

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade and bills payables

Other payables and accruals

Provisions

Interest-bearing bank borrowings and other loans
Income tax payable

Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

Notes

14
15

16(a)

17
18
19

20
21
22
23
24
24

25
26
27
28

2020 2019
RMB’000 RMB’000
7,294,595 7,617,283
273,478 238,333
329,146 356,043
28,914 7,658
46,191 70,086
429,632 422,254
8,401,956 8,711,657
190,609 169,920
735,407 883,839
8,628,443 8,541,243
624,977 1,241,554
67,727 42,179
1,531,739 1,680,367
11,778,902 12,459,102
4,904,475 4,989,275
1,789,559 1,852,722
6,320 =
3,192,305 3,723,311
34,945 9,471
9,927,604 10,574,779
1,851,298 1,884,323

10,253,254 10,595,980




Consolidated Statement of Financial Position (Continued)
31 December 2020

2020 2019
Notes RMB’000 RMB'000
NON-CURRENT LIABILITIES
Provisions 27 1,000 4,579
Interest-bearing bank borrowings and other loans 28 2,878,584 3,322,567
Other non-current liabilities 34,392 34,953
Total non-current liabilities 2,913,976 3,362,099
Net assets 7,339,278 7,233,881
EQUITY
Equity attributable to owners of the parent
Share capital 29 2,967,542 2,967,542
Reserves 30 4,250,117 4,047,101
7,217,659 7,014,643
Non-controlling interests 121,619 219,238
Total equity 7,339,278 7,233,881
Qu Bo Wang yanwen

Director General Manager




Consolidated Statement of Changes in Equity

Year ended 31 December 2020

Attributable to owners of the parent

Fair value

reserve of

financial assets

at fair value

Statutory through other  Exchange Non-

Share Capital  surplus comprehensive fluctuation  Retained controlling Total
capital  reserve*  reserve® income*  reserve*  profits* Total interests equity
AMB000 RMB000  RMB 000 AMB000  RMB000  RMB0O00  AMB000  RMB000  RMB 000

At 1 January 2020 2967542 1315483 368312 2,260 (7) 2361053 7014643 219238 7,233,881
Profit for the year - - - - - 302872 302872  (91512) 211,360
Qther comprehensive income for

the year:

Change in fair value of equity
investments at fair value through
other comprehensive income,

net of tax - - - 1,067 - - 1,067 - 1,067
Exchange difference on translation of
foreign operations - - - - (620) - (620) (487) (1,107)

Total comprshensive income for the year - - 1,067 (620) 302872 303319  (91,999) 211,320

Appropriation to statutory surplus reserve - - 38,169 - (38,169) - -
Final 2019 dividend declared (Note 12) - - - - - (100,303)  (100,303) - (100,303)
Dividends declared by a subsidiary to its
non-controlling shareholders - - - - - - - (5,620) (5,620)
At 31 December 2020 2967542 1315483 406,481 3321 (627) 2525453 7,217,689 121,619 7,339,278
At 1 January 2019 2967542 1315483 350,104 1,846 (317) 2486749 7121407 197,915 7319322
Profit for the year - - - - - 218942 218942 26435 245377
QOther comprehensive income for
the year:
Change in fair value of equity
investments at fair value through
other comprehensive income, net of
tax - - - 414 - - 414 - 414
Exchange difference on translation of
foreign operation - - - - 310 - 310 243 553

26678 246,344




Consolidated Statement of Cash Flows

Year ended 31 December 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before tax

Adjustments for:
Finance costs
Interest income
Depreciation of property, plant and equipment
Amortisation of intangible assets
Depreciation of right-of-use assets
Amortisation of other non-current assets
Loss on disposal of items of property, plant and

equipment

Amortisation of government grants
Impairment loss on trade receivables, net
Impairment loss on other receivables, net
Impairment loss on property, plant and equipment
Impairment loss on contract assets, net

Increase in inventories

Decrease in contract assets

Increase in trade and bills receivables

Decrease/(Increase) in prepayments, other
receivables and other assets

Increase in restricted cash

Decrease in trade and bills payables

(Decrease)/Increase in other payables and accruals

Cash generated from operations
Income tax paid

Net cash flows generated from/(used in)
operating activities

14
15
16

22
23
14
21

2020 2019
RMB’000 RMB’000
322,658 303,143
270,291 259,141
(11,965) (11,073)
527,638 490,646
17,048 13,873
24,460 24,522
217,775 248,064
145 177
(1,872) (1,872)
43,781 69,959
(120) (1,380)
40,861 113,263
492 1,099
(20,689) (16,400)
147,940 97,498
(140,197) (207,855)
624,734 (314,825)
(25,548) (5,251)
(84,800) (1,474,902)
(50,832) 328,514
1,901,800 (83,659)
(63,001) (99,566)
1,838,799 (183,225)




Consolidated Statement of Cash Flows (Continued)

Year ended 31 December 2020

CASH FLOWS FROM INVESTING ACTIVITIES

Interest received

Purchase of items of property, plant and equipment,
intangible assets and other non-current assets

Capital contribution in equity investments designated
at fair value through other comprehensive income

Proceeds from disposal of items of property, plant
and equipment

Decrease in a time deposit

Receipt of government grants for property, plant
and equipment

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from bank borrowings and other loans
Repayments of bank borrowings and other loans
Principal portion of lease payments

Share issue expenses

Dividends paid to shareholders

Dividends paid to non-controlling interests
Interest paid

Net cash flows (used in)/from financing activities

NET DECREASE IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents at beginning of year

Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT
END OF YEAR

2020 2019
RMB’000 AMB'000
11,965 11,073
(602,205) (1,095,971)
(20,000) -
24 10

= 35,000

1,311 3,958
(608,905) (1,045,933)

5,391,506 6,297,711
(6,349,798) (4,530,491)
(20,882) (20,183)
= (641)
(20,627) (329,476)
(9,580) (5,355)
(267,269) (278,123)
(1,276,650) 1,133,442
(46,756) (95,716)
1,580,367 1,677,724
(1,872) (1,641)
1,531,739 1,580,367




Notes to Financial Statements
31 December 2020

CORPORATE AND GROUP INFORMATION

Datang Environment Industry Group Co., Ltd. (KEREEZSERHERAF) (the “Company”)
was established on 25 July 2011 in the People's Republic of China (the “PRC") with limited
liability. On 26 June 2015, the Company was converted into a joint stock company with limited
liability from a limited liability company. The shares of the Company have been listed on the Main
board of The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”) since 15
November 2016. The address of its registered office is No. 120 Zizhuyuan Road, Haidian District,
Beijing, the PRC.

The Company and its subsidiaries (together the “Group”) are involved in the following principal
activities: environmental protection facility concession operation, the manufacture and sale of
denitrification catalysts, environmental protection facility engineering, water treatment business,
energy conservation business and renewable energy engineering business.

In the opinion of the directors of the Company (”Directors”), the immediate holding company and
ultimate holding company of the Company is China Datang Corporation Ltd. (“China Datang”),

a company established and domiciled in the PRC and wholly owned by the State-owned Assets
Supervision and Administration Commission of the State Council.

CORPORATE AND GROUP INFORMATION (CONTINUED)
Information about subsidiaries

Particulars of the Company’s subsidiaries are as follows:

lssuedand  Percentage of equity

Place of fully paid-up attributable to the
incorporation/  capital/registered Company (%)
Company name* registration capital Direct  Indirect  Principal activities
China Datang Technologies & Enginegring Beijing, the PRC RMB180,000,000 56.00 - Development of environmental
Co., Ltd. (PEIABEEERKTIRERAA) protection technology and provision
("Technologies & Engineering Company"| of engineering services in the PRC
Datang Nanjing Environmental Protection Nanjing, the PRC RMB124,630,000 2.1 - Development and sale of catalysts;
Technology Co., Ltd. (REBFREREHE and provision of testing services in
BB E{EA7) "Nanjing Environmental the PRC
Protection”)
Beijing Datang Hengtong Science & Technology  Beijing, the PRC RMB42,000,000  100.00 - Development of environmental
Co, Ltd. StRABEAREERAR) protection technology and provision
("Hengtong Company”) of enginegring services in the PRC
Jiangsu Nanjing Thermal Electricity Engineering ~ Nanjing, the PRC RMB50,000,000 100.00 - Provision of engineering design
Design Institute Co., Ltd. (TH@RAET services in the PRC

2R AR A AR (“Nanjing Design
Institute")




Notes to Financial Statements (Continued)
31 December 2020

1. CORPORATE AND GROUP INFORMATION (CONTINUED)

Information about subsidiaries (Continued)

lssuedand  Percentage of equity
Place of fully paid-up attributable to the
incorporation/ capital/registered Company (%)

Company name* registration capital Direct  Indirect  Principal activities

Datang Technologies & Engineering India Private ~ Mumbai, India Indian rupees - 100.00 Provision of engineering services in
Limited (BRI REEBRAA) 1,000,000 India
("Technologies & Engineering India”)

Datang Beijing Energy Saving & Technology Beijing, the PRC RMB10,000,000 65.00 - Provision of project management,
Co, Ltd. (RECLR)BRERIERRAH) engineering and technology services
("Energy Saving & Technology") inthe PRC

Datang Beijing Water Engineering & Technology ~ Beijing, the PRC RMB187,976,000  100.00 - Provision of technology services and

Co, Ltd. (RECLR KB TRRMTARAR)

("Water Engineering & Technology")

water engineering services in the
PRC

Zhejiang Datang Tiandi Environmental RMB60,000,000 65.00 -

Technology Co., Ltd. (IAEAMRRIEAE
[ 2)) (“Tiandi Environment")

Ningbo, the PRC Development of pollution improvement
environmental protection technology
and provision of technology services
in the PRC

Datang (Beiling) Energy Management Co., RMB150,000,000  100.00 -

Ltd. (RE (L R)EEERERAT) (“Energy

Management Company”)

Beijing, the PRC Provision of engineering services; and
energy saving technology promotion

services in the PRC
The names of these companies referred to in this report represent management’'s best effort at translating the

Chinese names of the companies, as no English names have been registered. The above companies are all limited
companies.

2.1 BASIS OF PREPARATION

These financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRSs”) (which include all International Financial Reporting Standards,
Internat|ona| Accountmg Standards ( IASs ) and Interpretations) |ssued by the Internat|onal




Notes to Financial Statements (Continued)
31 December 2020

BASIS OF PREPARATION (CONTINUED)
Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its
subsidiaries (together the “Group”) for the year ended 31 December 2020. A subsidiary is an
entity, directly or indirectly, controlled by the Company. Control is achieved when the Group is
exposed, or has rights, to variable returns from its involvement with the investee and has the
ability to affect those returns through its power over the investee (i.e. existing rights that give the
Group the current ability to direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a majority of the voting or similar rights of
an investee, the Group considers all relevant facts and circumstances in assessing whether it has
power over an investee, including:

(@) the contractual arrangement with the other vote holders of the investee;
(b)  rights arising from other contractual arrangements; and
(c)  the Group's voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting period as the
Company, using consistent accounting policies. The results of subsidiaries are consolidated from
the date on which the Group obtains control, and continue to be consolidated until the date that
such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners
of the parent of the Group and to the non-controlling interests, even if this results in the non-
controlling interests having a deficit balance. All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions between members of the Group are eliminated
in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control described above. A change
in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction.

If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill)
and liabilities of the subsidiary; (ii) the carrying amount of any non-controlling interests; and (iii)
the cumulative translation differences recorded in equity; and recognises (i) the fair value of
the consideration received; (ii) the fair value of any investment retained and (iii) any resulting
surplus or deficit in profit or loss. The Group's share of components previously recognised in
other comprehensive income is reclassified to profit or loss or retained profits, as appropriate, on
the same basis as would be required if the Group had directly disposed of the related assets or
liabilities.




Notes to Financial Statements (Continued)
31 December 2020

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted the Conceptual Framework for Financial Reporting 2018 and the following
revised IFRSs for the first time for the current year's financial statements.

Amendments to IFRS 3 Definition of a Business
Amendments to IFRS 9, IAS 39 Interest Rate Benchmark Reform
and IFRS 7
Amendment to IFRS 16 Covid-19-Related Rent Concessions (early adopted)
Amendments to IAS 1 and IAS 8 Definition of Material

The nature and the impact of the Conceptual Framework for Financial Reporting 2018 and the
revised IFRSs are described below:

(a) Conceptual Framework for Financial Reporting 2018 (the “Conceptual Framework"”)
sets out a comprehensive set of concepts for financial reporting and standard setting,
and provides guidance for preparers of financial statements in developing consistent
accounting policies and assistance to all parties to understand and interpret the standards.
The Conceptual Framework includes new chapters on measurement and reporting financial
performance, new guidance on the derecognition of assets and liabilities, and updated
definitions and recognition criteria for assets and liabilities. It also clarifies the roles of
stewardship, prudence and measurement uncertainty in financial reporting. The Conceptual
Framework is not a standard, and none of the concepts contained therein override the
concepts or requirements in any standard. The Conceptual Framework did not have any
significant impact on the financial position and performance of the Group.

(b)  Amendments to IFRS 3 clarify and provide additional guidance on the definition of a
business. The amendments clarify that for an integrated set of activities and assets to
be considered a business, it must include, at a minimum, an input and a substantive
process that together significantly contribute to the ability to create output. A business
can exist without including all of the inputs and processes needed to create outputs.
The amendments remove the assessment of whether market participants are capable of
acquiring the business and continue to produce outputs. Instead, the focus is on whether
acquired inputs and acquired substantive processes together significantly contribute to the
ability to create outputs. The amendments have also narrowed the definition of outputs
to focus on goods or services provided to customers, investment income or other income
from ordinary activities. Furthermore, the amendments provide guidance to assess whether
an acquired process is substantive and introduce an optional fair value concentration test
to permit a simplified assessment of whether an acquired set of activities and assets is not
a business. The Group has applied the amendments prospectively to transactions or other
events that occurred on or after 1 January 2020. The amendments did not have any impact
on the financial position and performance of the Group.
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Notes to Financial Statements (Continued)
31 December 2020

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)

(c)

(d)

(e)

Amendments to IFRS 9, IAS 39 and IFRS 7 address issues affecting financial reporting
in the period before the replacement of an existing interest rate benchmark with an
alternative risk-free rate (“RFR"). The amendments provide temporary reliefs which enable
hedge accounting to continue during the period of uncertainty before the introduction of
the alternative RFR. In addition, the amendments require companies to provide additional
information to investors about their hedging relationships which are directly affected by
these uncertainties. The amendments did not have any impact on the financial position
and performance of the Group as the Group does not have any interest rate hedging
relationships.

Amendment to IFRS 16 provides a practical expedient for lessees to elect not to apply lease
modification accounting for rent concessions arising as a direct consequence of the covid-19
pandemic. The practical expedient applies only to rent concessions occurring as a direct
consequence of the pandemic and only if (i) the change in lease payments results in revised
consideration for the lease that is substantially the same as, or less than, the consideration
for the lease immediately preceding the change; (ii) any reduction in lease payments affects
only payments originally due on or before 30 June 2021; and (iii) there is no substantive
change to other terms and conditions of the lease. The amendment is effective for annual
periods beginning on or after 1 June 2020 with earlier application permitted and shall be
applied retrospectively. The amendment did not have any impact on the financial position
and performance of the Group as the Group did not receive any covid-19-related rent
concessions.

Amendments to IAS 1 and IAS 8 provide a new definition of material. The new definition
states that information is material if omitting, misstating or obscuring it could reasonably
be expected to influence decisions that the primary users of general purpose financial
statements make on the basis of those financial statements. The amendments clarify that
materiality will depend on the nature or magnitude of information, or both. The amendments
did not have any significant impact on the financial position and performance of the Group.
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Notes to Financial Statements (Continued)
31 December 2020

2.3

ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING
STANDARDS

The Group has not applied the following new and revised IFRSs, that have been issued but are not
yet effective, in these financial statements.

Amendments to IFRS 3 Reference to the Conceptual Framework ?

Amendments to IFRS 9, IAS 39, Interest Rate Benchmark Reform — Phase 2’
IFRS 7, IFRS 4, and IFRS 16

Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture *

Amendments to IAS 1 Classification of Liabilities as Current or Non-current ®

Amendments to IAS 1 and IFRS Disclosure of Accounting Policies °
Practice Statement 2

Amendments to IAS 8 Definition of Accounting Estimates ’
Amendments to IAS 16 Property, Plant and Equipment: Proceeds before Intended
Use?

Amendments to IAS 37 Onerous Contracts — Cost of Fulfilling a Contract ?

Annual Improvements to Amendments to IFRS 1, IFRS 9, lllustrative Examples
IFRS Standards 2018 — 2020 accompanying IFRS 16, and IAS 41 7

1 Effective for annual periods beginning on or after 1 January 2021

2 Effective for annual periods beginning on or after 1 January 2022

3 Effective for annual periods beginning on or after 1 January 2023

4 No mandatory effective date yet determined but available for adoption

Further information about those IFRSs that are expected to be applicable to the Group is described
below:

Amendments to IFRS 3 are intended to replace a reference to the previous Framework for
the Preparation and Presentation of Financial Statements with a reference to the Conceptual
Framework for Financial Reporting issued in March 2018 without significantly changing its
requirements. The amendments also add to IFRS 3 an exception to its recognition principle for an
entity to refer to the Conceptual Framework to determine what constitutes an asset or a liability.
The exception specifies that, for liabilities and contingent liabilities that would be within the
scope of IAS 37 or IFRIC 21 if they were incurred separately rather than assumed in a business
combination, an entity applying IFRS 3 should refer to IAS 37 or IFRIC 21 respectively instead
of the Conceptual Framework. Furthermore, the amendments clarify that contingent assets do
not qualify for recognition at the acquisition date. The Group expects to adopt the amendments
prospectively from 1 January 2022. Since the amendments apply prospectively to business
combinations for which the acquisition date is on or after the date of first application, the Group
will not be affected by these amendments on the date of transition.
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Notes to Financial Statements (Continued)
31 December 2020

ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 address issues not dealt with in the
previous amendments which affect financial reporting when an existing interest rate benchmark
is replaced with an alternative RFR. The Phase 2 amendments provide a practical expedient
to allow the effective interest rate to be updated without adjusting the carrying amount when
accounting for changes in the basis for determining the contractual cash flows of financial assets
and liabilities, if the change is a direct consequence of the interest rate benchmark reform and the
new basis for determining the contractual cash flows is economically equivalent to the previous
basis immediately preceding the change. In addition, the amendments permit changes required by
the interest rate benchmark reform to be made to hedge designations and hedge documentation
without the hedging relationship being discontinued. Any gains or losses that could arise on
transition are dealt with through the normal requirements of IFRS 9 to measure and recognise
hedge ineffectiveness. The amendments also provide a temporary relief to entities from having to
meet the separately identifiable requirement when an RFR is designated as a risk component. The
relief allows an entity, upon designation of the hedge, to assume that the separately identifiable
requirement is met, provided the entity reasonably expects the RFR risk component to become
separately identifiable within the next 24 months. Furthermore, the amendments require an entity
to disclose additional information to enable users of financial statements to understand the effect
of interest rate benchmark reform on an entity’'s financial instruments and risk management
strategy. The amendments are effective for annual periods beginning on or after 1 January 2021
and shall be applied retrospectively, but entities are not required to restate the comparative
information. The amendments are not expected to have any significant impact on the Group’s
financial statements.

Amendments to IFRS 10 and IAS 28 address an inconsistency between the requirements in IFRS
10 and in IAS 28 in dealing with the sale or contribution of assets between an investor and its
associate or joint venture. The amendments require a full recognition of a gain or loss when the
sale or contribution of assets between an investor and its associate or joint venture constitutes
a business. For a transaction involving assets that do not constitute a business, a gain or loss
resulting from the transaction is recognised in the investor’s profit or loss only to the extent of the
unrelated investor's interest in that associate or joint venture. The amendments are to be applied
prospectively. The previous mandatory effective date of amendments to IFRS 10 and IAS 28 was
removed by the IASB in December 2015 and a new mandatory effective date will be determined
after the completion of a broader review of accounting for associates and joint ventures. However,
the amendments are available for adoption now.

Amendments to IAS 1 clarify the requirements for classifying liabilities as current or non-current.
The amendments specify that if an entity’s right to defer settlement of a liability is subject to the
entity complying with specified conditions, the entity has a right to defer settlement of the liability
at the end of the reporting period if it complies with those conditions at that date. Classification
of a liability is unaffected by the likelihood that the entity will exercise its right to defer settlement
of the liability. The amendments also clarify the situations that are considered a settlement of a
liability. The amendments are effective for annual periods beginning on or after 1 January 2023
and shall be applied retrospectively. Earlier application is permitted. The amendments are not
expected to have any significant impact on the Group's financial statements.
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2.3

ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Amendments to IAS 1 require an entity to disclose its material accounting policy information rather
than its significant accounting policies. To help entities to apply the amendments to IAS 1, the
IASB also amended IFRS Practice Statement 2 Making Materiality Judgements to illustrate how
an entity can judge whether accounting policy information is material to its financial statements.
The IASB added guidance and examples to IFRS Practice Statement 2 to help an entity applying
the four-step materiality process to accounting policy information. An entity shall apply the
amendments to IAS 1 for annual reporting periods beginning on or after 1 January 2023. Earlier
application is permitted. The amendments are not expected to have any significant impact on the
Group's financial statements.

Amendments to IAS 8 introduce a new definition of accounting estimates. The amendments
are designed to clarify the distinction between changes in accounting estimates and changes
in accounting policies and the correction of errors. The amendments are effective for annual
reporting periods beginning on or after 1 January 2023 and shall be applied to changes in
accounting estimates and changes in accounting policies that occur on or after the beginning of
the annual reporting period in which the entity first applies the amendments. Earlier application is
permitted and the amendments are not expected to have any significant impact on the Group’s
financial statements.

Amendments to IAS 16 prohibit an entity from deducting from the cost of an item of property,
plant and equipment any proceeds from selling items produced while bringing that asset to the
location and condition necessary for it to be capable of operating in the manner intended by
management. Instead, an entity recognises the proceeds from selling any such items, and the
cost of those items, in profit or loss. The amendments are effective for annual periods beginning
on or after 1 January 2022 and shall be applied retrospectively only to items of property, plant
and equipment made available for use on or after the beginning of the earliest period presented
in the financial statements in which the entity first applies the amendments. Earlier application
is permitted. The amendments are not expected to have any significant impact on the Group's
financial statements.

Amendments to IAS 37 clarify that for the purpose of assessing whether a contract is onerous
under IAS 37, the cost of fulfilling the contract comprises the costs that relate directly to the
contract. Costs that relate directly to a contract include both the incremental costs of fulfilling that
contract (e.g., direct labour and materials) and an allocation of other costs that relate directly to
fulfilling that contract (e.g., an allocation of the depreciation charge for an item of property, plant
and equipment used in fulfilling the contract as well as contract management and supervision
costs). General and administrative costs do not relate directly to a contract and are excluded
unless they are explicitly chargeable to the counterparty under the contract. The amendments
are effective for annual periods beginning on or after 1 January 2022 and shall be applied to
contracts for which an entity has not yet fulfilled all its obligations at the beginning of the annual
reporting period in which it first applies the amendments. Earlier application is permitted. Any
cumulative effect of initially applying the amendments shall be recognised as an adjustment to the
opening equity at the date of initial application without restating the comparative information. The
amendments are not expected to have any significant impact on the Group’s financial statements.
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ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Annual Improvements to IFRS Standards 2018-2020 sets out amendments to IFRS 1, IFRS 9,
[llustrative Examples accompanying IFRS 16, and IAS 41. Details of the amendments that are
expected to be applicable to the Group are as follows:

o IFRS 9 Financial Instruments: clarifies the fees that an entity includes when assessing
whether the terms of a new or modified financial liability are substantially different from
the terms of the original financial liability. These fees include only those paid or received
between the borrower and the lender, including fees paid or received by either the borrower
or lender on the other’s behalf. An entity applies the amendment to financial liabilities that
are modified or exchanged on or after the beginning of the annual reporting period in which
the entity first applies the amendment. The amendment is effective for annual periods
beginning on or after 1 January 2022. Earlier application is permitted. The amendment is not
expected to have a significant impact on the Group’s financial statements.

o IFRS 16 Leases: removes the illustration of payments from the lessor relating to leasehold
improvements in lllustrative Example 13 accompanying IFRS 16. This removes potential
confusion regarding the treatment of lease incentives when applying IFRS 16.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Business combinations and goodwiill

Business combinations are accounted for using the acquisition method. The consideration
transferred is measured at the acquisition date fair value which is the sum of the acquisition date
fair values of assets transferred by the Group, liabilities assumed by the Group to the former
owners of the acquiree and the equity interests issued by the Group in exchange for control of
the acquiree. For each business combination, the Group elects whether to measure the non-
controlling interests in the acquiree that are present ownership interests and entitle their holders
to a proportionate share of net assets in the event of liquidation at fair value or at the proportionate
share of the acquiree’s identifiable net assets. All other components of non-controlling interests
are measured at fair value. Acquisition-related costs are expensed as incurred.

The Group determines that it has acquired a business when the acquired set of activities and assets
includes an input and a substantive process that together significantly contribute to the ability to
create outputs.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date. This includes the separation of
embedded derivatives in host contracts of the acquiree.

If the business combination is achieved in stages, the previously held equity interest is
remeasured at its acquisition date fair value and any resulting gain or loss is recognised in profit or
loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Business combinations and goodwill (Continued)

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the
acquisition date. Contingent consideration classified as an asset or liability is measured at fair
value with changes in fair value recognised in profit or loss. Contingent consideration that is
classified as equity is not remeasured and subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration
transferred, the amount recognised for non-controlling interests and any fair value of the Group's
previously held equity interests in the acquiree over the identifiable net assets acquired and
liabilities assumed. If the sum of this consideration and other items is lower than the fair value
of the net assets acquired, the difference is, after reassessment, recognised in profit or loss as a
gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any accumulated impairment
losses. Goodwill is tested for impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired. The Group performs its annual
impairment test of goodwill as at 31 December. For the purpose of impairment testing, goodwill
acquired in a business combination is, from the acquisition date, allocated to each of the Group’s
cash-generating units, or groups of cash-generating units, that are expected to benefit from the
synergies of the combination, irrespective of whether other assets or liabilities of the Group are
assigned to those units or groups of units.

Impairment is determined by assessing the recoverable amount of the cash-generating unit
(group of cash-generating units) to which the goodwill relates. Where the recoverable amount
of the cash-generating unit (group of cash-generating units) is less than the carrying amount, an
impairment loss is recognised. An impairment loss recognised for goodwill is not reversed in a
subsequent period.

Where goodwill has been allocated to a cash-generating unit (or group of cash-generating units)
and part of the operation within that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation when determining the gain or loss
on the disposal. Goodwill disposed of in these circumstances is measured based on the relative
value of the operation disposed of and the portion of the cash-generating unit retained.

Fair value measurement

The Group measures its certain trade and bills receivables and equity investments 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 transaction
to sell the asset or transfer the liability takes place either in the principal market for the asset or
liability, or in the absence of a principal market, in the most advantageous market for the asset or
liability. The principal or the most advantageous market must be accessible by the Group. 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.

1102" 2020 Annual Report



Notes to Financial Statements (Continued)
31 December 2020

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fair value measurement (Continued)

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 (based on the lowest level input that is significant to the fair value measurement as
a whole) at the end of the reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is
required (other than inventories, contract assets, deferred tax assets and financial assets), the
asset's recoverable amount is estimated. An asset's recoverable amount is the higher of the
asset’s or cash-generating unit’'s value in use and its fair value less costs of disposal, and is
determined for an individual asset, unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable
amount. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment loss is charged to profit or loss in the
period in which it arises in those expense categories consistent with the function of the impaired
asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Impairment of non-financial assets (Continued)
An assessment is made at the end of each reporting period as to whether there is an indication
that previously recognised impairment losses may no longer exist or may have decreased. If such
an indication exists, the recoverable amount is estimated. A previously recognised impairment
loss of an asset other than goodwill is reversed only if there has been a change in the estimates
used to determine the recoverable amount of that asset, but not to an amount higher than the
carrying amount that would have been determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years. A reversal of such an impairment
loss is credited to profit or loss in the period in which it arises.
Related parties
A party is considered to be related to the Group if:
(@)  the party is a person or a close member of that person’s family and that person

(i) has control or joint control over the Group;

(i) bhas significant influence over the Group; or

(iii)  is a member of the key management personnel of the Group or of a parent of
the Group;

or
(b)  the party is an entity where any of the following conditions applies:
(i) the entity and the Group are members of the same group;

(i) one entity is an associate or joint venture of the other entity (or of a parent, subsidiary
or fellow subsidiary of the other entity);

(iii)  the entity and the Group are joint ventures of the same third party;

(iv)  one entity is a joint venture of a third entity and the other entity is an associate
of the third entity;
tity is a po t-employment benefit plan for the benefit of employees of

(v) ".;Ehe en
A1 Y= a
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Related parties (Continued)
(b)  (Continued)

(vi) a person identified in (a) (i) has significant influence over the entity or is a member of
the key management personnel of the entity (or of a parent of the entity); and

(viii) the entity, or any member of a group of which it is a part, provides key management
personnel services to the Group or to the parent of the Group.

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less
accumulated depreciation and any impairment losses. When an item of property, plant and
equipment is classified as held for sale or when it is part of a disposal group classified as held for
sale, it is not depreciated and is accounted for in accordance with IFRS 5. The cost of an item of
property, plant and equipment comprises its purchase price and any directly attributable costs of
bringing the asset to its working condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment have been put into operation,
such as repairs and maintenance, is normally charged to profit or loss in the period in which
it is incurred. In situations where the recognition criteria are satisfied, the expenditure for a
major inspection is capitalised in the carrying amount of the asset as a replacement. Where
significant parts of property, plant and equipment are required to be replaced at intervals, the
Group recognises such parts as individual assets with specific useful lives and depreciates them
accordingly.

Depreciation is calculated on the straight-line basis to write off the cost of each item of property,
plant and equipment to its residual value over its estimated useful life. The principal annual rates
used for this purpose are as follows:

Buildings and other infrastructure 3.17%
Machinery 5.59% - 6.47%
Transportation vehicles 15.83%
Office equipment and others 9.50% - 19.00%

Where parts of an item of property, plant and equipment have different useful lives, the cost
of that item is allocated on a reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation method are reviewed, and adjusted
if appropriate, at least at each financial year end.

An item of property, plant and equipment including any significant part initially recognised is
derecognised upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss on disposal or retirement recognised in profit or loss in the year the asset
is derecognised is the difference between the net sales proceeds and the carrying amount of the
relevant asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment and depreciation (Continued)

Construction in progress represents plants under construction and equipment under installation,
which are stated at cost less any impairment losses, and are not depreciated. Cost comprises
the direct costs of construction and capitalised borrowing costs on related borrowed funds during
the period of construction. Construction in progress is reclassified to the appropriate category of
property, plant and equipment when completed and ready for use.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of
intangible assets acquired in a business combination is the fair value at the date of acquisition.
The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible
assets with finite lives are subsequently amortised over the useful economic life and assessed
for impairment whenever there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method for an intangible asset with a finite useful life are
reviewed at least at each financial year end.

Patents

Purchased patents are stated at cost less any impairment losses and are amortised on the
straight-line basis over their estimated useful lives of 10 years.

Non-patent technology

Non-patent technology represents capitalised deferred expenditures available for use and is stated
at cost less any impairment losses and is amortised on the straight-line basis over its estimated
useful life of 10 years.

Research and development costs
All research costs are charged profit or loss as incurred.

Expenditure incurred on projects to develop new products is capitalised and deferred only when
the Group can demonstrate the technical feasibility of completing the intangible asset so that it
will be available for use or sale, its intention to complete and its ability to use or sell the asset,
how the asset will generate future economic benefits, the availability of resources to complete
the project and the ability to measure reliably the expenditure during the development. Product
development expenditure which does not meet these criteria is expensed when incurred.

Development expenditures that have been recorded in profit or loss in previous periods will not be
recognised as assets in subsequent periods. Capitalised development expenditures are included
in intangible assets as appropriate according to their nature.

Software

Purchased software is stated at cost less any impairment losses and is amortised on the straight-
line basis over its estimated useful life of 10 years.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. A contract is,
or contains, a lease if the contract conveys the right to control the use of an identified asset for a
period of time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-
term leases and leases of low-value assets. The Group recognises lease liabilities to make lease
payments and right-of-use assets representing the right to use the underlying assets.

At inception or on reassessment of a contract that contains a lease component and non-lease
component(s), the Group adopts the practical expedient not to separate non-lease component(s)
and to account for the lease component and the associated non-lease component(s) (e.g., property
management services for leases of properties) as a single lease component.

(@)  Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the
date the underlying asset is available for use). Right-of-use assets are measured at cost,
less any accumulated depreciation and any impairment losses, and adjusted for any
remeasurement of lease liabilities. The cost of right-of-use assets includes the amount
of lease liabilities recognised, initial direct costs incurred, and lease payments made at or
before the commencement date less any lease incentives received. Right-of-use assets are
depreciated on a straight-line basis over the shorter of the lease terms and the estimated
useful lives of the assets as follows:

Leasehold land 30 to 47 years
Buildings and other infrastructure 15 to 30 years

If ownership of the leased asset transfers to the Group by the end of the lease term or the
cost reflects the exercise of a purchase option, depreciation is calculated using the estimated
useful life of the asset.

(b) Lease liabilities

Lease liabilities are recognised at the commencement date of the lease at the present
value of lease payments to be made over the lease term. The lease payments include fixed
payments (including in-substance fixed payments) less any lease incentives receivable,
variable lease payments that depend on an index or a rate, and amounts expected to be paid
under residual value guarantees. The lease payments also include the exercise price of a
purchase option reasonably certain to be exercised by the Group and payments of penalties
for termination of a lease, if the lease term reflects the Group exercising the option to
terminate the lease. The variable lease payments that do not depend on an index or a rate
are recognised as an expense in the period in which the event or condition that triggers the
payment occurs.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Leases (Continued)

Group as a lessee (Continued)

(c)

In calculating the present value of lease payments, the Group uses its incremental
borrowing rate at the lease commencement date because the interest rate implicit in
the lease is not readily determinable. After the commencement date, the amount of
lease liabilities is increased to reflect the accretion of interest and reduced for the lease
payments made. In addition, the carrying amount of lease liabilities is remeasured if there
is a modification, a change in the lease term, a change in lease payments (e.g., a change to
future lease payments resulting from a change in an index or rate) or a change in assessment
of an option to purchase the underlying asset.

The Group's lease liabilities are included in interest-bearing bank borrowings and other
loans.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of
machinery and equipment (that is those leases that have a lease term of 12 months or less
from the commencement date and do not contain a purchase option). It also applies the
recognition exemption for leases of low-value assets to leases of office equipment that are
considered to be of low value.

Lease payments on short-term leases and leases of low-value assets are recognised as an
expense on a straight-line basis over the lease term.

Group as a lessor

When the Group acts as a lessor, it classifies at lease inception (or when there is a lease
modification) each of its leases as either an operating lease or a finance lease.

Leases in which the Group does not transfer substantially all the risks and rewards incidental to
ownership of an asset are classified as operating leases. WWhen a contract contains lease and non-
lease components, the Group allocates the consideration in the contract to each component on a
relative stand-alone selling price basis. Rental income is accounted for on a straight-line basis over
the lease terms and is included in revenue in profit or loss due to its operating nature. Initial direct
costs incurred in negotiating and arranging an operating lease are added to the carrying amount
of the leased asset and recognised over the lease term on the same basis as rental income.
Contingent rents are recognised as revenue in the period in which they are earned.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost,
fair value through other comprehensive income and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s
contractual cash flow characteristics and the Group’s business model for managing them. With
the exception of trade receivables that do not contain a significant financing component or for
which the Group has applied the practical expedient of not adjusting the effect of a significant
financing component, the Group initially measures a financial asset at its fair value, plus in the
case of a financial asset not at fair value through profit or loss, transaction costs. Trade receivables
that do not contain a significant financing component or for which the Group has applied the
practical expedient are measured at the transaction price determined under IFRS 15 in accordance
with the policies set out for section “Revenue recognition” below.

In order for a financial asset to be classified and measured at amortised cost or fair value through
other comprehensive income, it needs to give rise to cash flows that are solely payments of
principal and interest (“SPPI") on the principal amount outstanding. Financial assets with cash
flows that are not SPPI are classified and measured at fair value through profit or loss, irrespective
of the business model.

The Group's business model for managing financial assets refers to how it manages its financial
assets in order to generate cash flows. The business model determines whether cash flows will
result from collecting contractual cash flows, selling the financial assets, or both. Financial assets
classified and measured at amortised cost are held within a business model with the objective
to hold financial assets in order to collect contractual cash flows, while financial assets classified
and measured at fair value through other comprehensive income are held within a business model
with the objective of both holding to collect contractual cash flows and selling. Financial assets
which are not held within the aforementioned business models are classified and measured at fair
value through profit or loss.

All regular way purchases and sales of financial assets are recognised on the trade date, that is,
the date that the Group commits to purchase or sell the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the period generally
established by regulation or convention in the marketplace.
Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:
(1) Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest

method and are subject to impairment. Gains and losses are recognised in profit or loss
when the asset is derecognised, modified or impaired.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets (Continued)
Subsequent measurement (Continued)
(i) Financial assets at fair value through other comprehensive income (debt instruments)

For debt investments at fair value through other comprehensive income, interest income,
foreign exchange revaluation and impairment losses or reversals are recognised in the
statement profit or loss and computed in the same manner as for financial assets measured
at amortised cost. The remaining fair value changes are recognised in other comprehensive
income. Upon derecognition, the cumulative fair value change recognised in other
comprehensive income is recycled to profit or loss.

(i) Financial assets designated at fair value through other comprehensive income (equity
investments)

Upon initial recognition, the Group can elect to classify irrevocably its equity investments
as equity investments designated at fair value through other comprehensive income when
they meet the definition of equity under IAS 32 Financial Instruments: Presentation and are
not held for trading. The classification is determined on an instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are
recognised as other income in profit or loss when the right of payment has been established,
it is probable that the economic benefits associated with the dividend will flow to the Group
and the amount of the dividend can be measured reliably, except when the Group benefits
from such proceeds as a recovery of part of the cost of the financial asset, in which case,
such gains are recorded in other comprehensive income. Equity investments designated at
fair value through other comprehensive income are not subject to impairment assessment.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is primarily derecognised (i.e., removed from the Group’'s consolidated
statements of financial position) when:

o the rights to receive cash flows from the asset have expired; or

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

When the Group has transferred its rights to receive cash flows from an asset or has entered
into a pass-through arrangement, it evaluates if, and to what extent, it has retained the risks and
rewards of ownership of the asset. When it has neither transferred nor retained substantially all
the risks and rewards of the asset nor transferred control of the asset, the Group continues to
recognise the transferred asset to the extent of the Group’s continuing involvement. In that case,
the Group also recognises an associated liability. The transferred asset and the associated liability
are measured on a basis that reflects the rights and obligations that the Group has retained.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Derecognition of financial assets (Continued)

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

Impairment of financial assets

The Group recognises an allowance for expected credit losses (“ECLs"”) for all debt instruments
not held at fair value through profit or loss. ECLs are based on the difference between the
contractual cash flows due in accordance with the contract and all the cash flows that the
Group expects to receive, discounted at an approximation of the original effective interest rate.
The expected cash flows will include cash flows from the sale of collateral held or other credit
enhancements that are integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from
default events that are possible within the next 12 months (a 12-month ECL). For those credit
exposures for which there has been a significant increase in credit risk since initial recognition,
a loss allowance is required for credit losses expected over the remaining life of the exposure,
irrespective of the timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit risk on a financial instrument
has increased significantly since initial recognition. When making the assessment, the Group
compares the risk of a default occurring on the financial instrument as at the reporting date with
the risk of a default occurring on the financial instrument as at the date of initial recognition and
considers reasonable and supportable information that is available without undue cost or effort,
including historical and forward-looking information.

The Group considers a financial asset in default when contractual payments are generally within
90 days past due. However, in certain cases, the Group may also consider a financial asset to
be in default when internal or external information indicates that the Group is unlikely to receive
the outstanding contractual amounts in full before taking into account any credit enhancements
held by the Group. A financial asset is written off when there is no reasonable expectation of
recovering the contractual cash flows.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(Continued)
Impairment of financial assets (Continued)
General approach (Continued)

Debt investments at fair value through other comprehensive income and financial assets at
amortised cost are subject to impairment under the general approach and they are classified
within the following stages for measurement of ECLs except for trade receivables and contract
assets which apply the simplified approach as detailed below:

Stage 1 — Financial instruments for which credit risk has not increased significantly since initial
recognition and for which the loss allowance is measured at an amount equal to
12-month ECLs

Stage 2 — Financial instruments for which credit risk has increased significantly since initial
recognition but that are not credit-impaired financial assets and for which the loss
allowance is measured at an amount equal to lifetime ECLs

Stage 3 — Financial assets that are credit-impaired at the reporting date (but that are not
purchased or originated credit-impaired) and for which the loss allowance is
measured at an amount equal to lifetime ECLs

Simplified approach

For trade receivables and contract assets that do not contain a significant financing component or
when the Group applies the practical expedient of not adjusting the effect of a significant financing
component, the Group applies the simplified approach in calculating ECLs. Under the simplified
approach, the Group does not track changes in credit risk, but instead recognises a loss allowance
based on lifetime ECLs at each reporting date. The Group has established a provision matrix that
is based on its historical credit loss experience, adjusted for forward-looking factors specific to the
debtors and the economic environment.

For trade receivables and contract assets that contain a significant financing component, the
Group chooses as its accounting policy to adopt the simplified approach in calculating ECLs with
policies as described above.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as loans and borrowings and payables by the
Group as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings
and payables, net of directly attributable transaction costs.

The Group's financial liabilities include trade and other payables and interest-bearing bank
borrowings and other loans.

12'2“' 2020 Annual Report



Notes to Financial Statements (Continued)
31 December 2020

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial liabilities (Continued)

Subsequent measurement

The subsequent measurement of financial liabilities depends on their classification as follows:
Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, interest-bearing bank borrowings and other loans are subsequently
measured at amortised cost, using the effective interest rate method unless the effect of
discounting would be immaterial, in which case they are stated at cost. Gains and losses are
recognised in profit or loss when the liabilities are derecognised as well as through the effective
interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and
fees or costs that are an integral part of the effective interest rate. The effective interest rate
amortisation is included in finance costs in profit or loss.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled, or expires.

When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and a recognition of a new liability,
and the difference between the respective carrying amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the
consolidated 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 a net basis, or to realize the assets
and settle the liabilities simultaneously.

Inventories

Inventories are stated at the lower of cost and net realizable value. Cost is determined on the
first-in, first-out basis and, in the case of work in progress and finished goods, comprises direct
materials, direct labour and an appropriate proportion of overheads. Net realizable value is based
on estimated selling prices less any estimated costs to be incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise
cash on hand and demand deposits, and short term highly liquid investments that are readily
convertible into known amounts of cash, are subject to an insignificant risk of changes in value,
and have a short maturity of generally within three months when acquired, less bank overdrafts

which are repayable on demand and form an integral part of the Group’s cash management.
Wl
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash and cash equivalents (Continued)

For the purpose of the consolidated statement of financial position, cash and cash equivalents
comprise cash on hand and at banks, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result
of a past event and it is probable that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present
value at the date of the consolidated statement of financial position of the future expenditures
expected to be required to settle the obligation. The increase in the discounted present value
amount arising from the passage of time is included in finance costs in profit or loss.

The Group provides for warranties in relation to the sale of certain industrial products and the
provision of construction services for general repairs of defects occurring during the warranty
period. Provisions for these assurance-type warranties granted by the Group are recognised
based on sales volume and past experience of the level of repairs and returns, discounted to their
present values as appropriate.

Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised outside
profit or loss is recognised outside profit or loss, either in other comprehensive income or directly
in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from
or paid to the taxation authorities, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period, taking into consideration interpretations
and practices prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of the
reporting period between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

o when the deferred tax liability arises from the initial recognition of goodwill or an asset
or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated with investments in subsidiaries,
when the timing of the reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the foreseeable future.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Income tax (Continued)

Deferred tax assets are recognised for all deductible temporary differences, and the carryforward
of unused tax credits and any unused tax losses. Deferred tax assets are recognised to the extent
that it is probable that taxable profit will be available against which the deductible temporary
differences, and the carryforward of unused tax credits and unused tax losses can be utilised,
except:

o when the deferred tax asset relating to the deductible temporary differences arises from the
initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
loss; and

o in respect of deductible temporary differences associated with investments in subsidiaries,
deferred tax assets are only recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of the reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profit will be available
to allow all or part of the deferred tax asset to be utilised. Unrecognised deferred tax assets are
reassessed at the end of the 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 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, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the end of the reporting period.

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.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the
grant will be received and all attaching conditions will be complied with. When the grant relates to
an expense item, it is recognised as income on a systematic basis over the periods that the costs,
for which it is intended to compensate, are expensed.

Where the grant relates to an asset, the fair value is credited to a deferred income account and
is released to profit or loss over the expected useful life of the relevant asset by equal annual
instalments or deducted from the carrying amount of the asset and released to profit or loss by
way of a reduced depreciation charge.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or services is
transferred to the customers at an amount that reflects the consideration to which the Group
expects to be entitled in exchange for those goods or services.

When the consideration in a contract includes a variable amount, the amount of consideration is
estimated to which the Group will be entitled in exchange for transferring the goods or services
to the customer. The variable consideration is estimated at contract inception and constrained
until it is highly probable that a significant revenue reversal in the amount of cumulative revenue
recognised will not occur when the associated uncertainty with the variable consideration is
subsequently resolved.

When the contract contains a financing component which provides the customer with a significant
benefit of financing the transfer of goods or services to the customer for more than one year,
revenue is measured at the present value of the amount receivable, discounted using the discount
rate that would be reflected in a separate financing transaction between the Group and the
customer at contract inception. When the contract contains a financing component which provides
the Group with a significant financial benefit for more than one year, revenue recognised under
the contract includes the interest expense accreted on the contract liability under the effective
interest method. For a contract where the period between the payment by the customer and the
transfer of the promised goods or services is one year or less, the transaction price is not adjusted
for the effects of a significant financing component, using the practical expedient in IFRS 15.

(a)  Sale of industrial products
The Group is engaged in the manufacture and sale of denitrification catalysts.

Revenue from the sale of industrial products is recognised at the point in time when control
of the asset is transferred to the customer, generally on delivery of the industrial products.

(b) Construction contracts

The Group provides construction services with respect to the engineering projects in
relation to desulfurization and denitrification facilities at coal-fired power plants, wind power
plants, solar power plants, coal-fired power plants and coal yards.

Revenue from the provision of construction services is recognised over time, using an input
method to measure progress towards complete satisfaction of the service, because the
Group's performance creates or enhances an asset that the customer controls as the asset is
created or enhanced. The input method recognises revenue based on the proportions of the
actual costs incurred relative to the estimated total costs for satisfaction of the construction
services.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue recognition (Continued)
Revenue from contracts with customers (Continued)
(c)  Rendering of desulfurisation and denitrification services

The Group is engaged in providing desulfurisation and denitrification services to power
plants under the concession operation contracts for a period of the life cycle of the power
plants.

Revenue from the rendering of desulfurisation and denitrification services is recognised over
the scheduled period on a straight-line basis because the customer simultaneously receives
and consumes the benefits provided by the Group.

The considerations are stipulated by the relevant government authorities and measured at
certain amounts per kWh of the electricity generated by the power plants.

Revenue from other sources

Rental income is recognised on a time proportion basis over the lease terms. Variable lease
payments that do not depend on an index or a rate are recognised as income in the accounting
period in which they are incurred.

Other income

Interest income is recognised on an accrual basis using the effective interest method by applying
the rate that exactly discounts the estimated future cash receipts over the expected life of the
financial instrument or a shorter period, when appropriate, to the net carrying amount of the
financial asset.

Dividend income is recognised when the shareholders' right to receive payment has been
established, it is probable that the economic benefits associated with the dividend will flow to the
Group and the amount of the dividend can be measured reliably.

Contract assets

A contract asset is the right to consideration in exchange for goods or services transferred to
the customer. If the Group performs by transferring goods or services to a customer before the
customer pays consideration or before payment is due, a contract asset is recognised for the
earned consideration that is conditional. Contract assets are subject to impairment assessment,
details of which are included in the accounting policies for impairment of financial assets.

Contract liabilities

A contract liability is recognised when a payment is received or a payment is due (whichever
is earlier) from a customer before the Group transfers the related goods or services. Contract
liabilities are recognised as revenue when the Group performs under the contract (i.e., transfers
control of the related goods or services to the customer).
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, i.e., assets that necessarily take a substantial period of time to get ready for their intended
use or sale, are capitalised as part of the cost of those assets. The capitalization of such borrowing
costs ceases when the assets are substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs capitalised. All other borrowing costs are
expensed in the period in which they are incurred. Borrowing costs consist of interest and other
costs that an entity incurs in connection with the borrowing of funds.

Where funds have been borrowed generally, and used for the purpose of obtaining qualifying
assets, a capitalisation rate ranging between 5.23% and 6.62% has been applied to the
expenditure on the individual assets.

Dividends

Final dividends are recognised as a liability when they are approved by the shareholders in a
general meeting. Proposed final dividends are disclosed in the notes to the financial statements.

Foreign currencies

These financial statements are presented in RMB, which is the Company’s functional currency.
Each entity in the Group determines its own functional currency and items included in the
financial statements of each entity are measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are initially recorded using their respective
functional currency rates prevailing at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are translated at the functional currency rates of exchange
ruling at the end of the reporting period. Differences arising on settlement or translation of
monetary items are recognised in profit or loss.

Differences arising on settlement or translation of monetary items are recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated using the exchange rates at the date
when the fair value was measured. The gain or loss arising on translation of a non-monetary item
measured at fair value is treated in line with the recognition of the gain or loss on change in fair
value of the item (i.e., translation difference on the item whose fair value gain or loss is recognised
in other comprehensive income or profit or loss is also recognised in other comprehensive income
or profit or loss, respectively).

In determining the exchange rate on initial recognition of the related asset, expense or income
on the derecognition of a non-monetary asset or non-monetary liability relating to an advance
consideration, the date of initial transaction is the date on which the Group initially recognises
the non-monetary asset or non-monetary liability arising from the advance consideration. If there
are multiple payments or receipts in advance, the Group determines the transaction date for each
payment or receipt of the advance consideration.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Foreign currencies (Continued)

The functional currencies of certain overseas subsidiaries are currencies other than RMB. As at
the end of the reporting period, the assets and liabilities of these entities are translated into RMB
at the exchange rates prevailing at the end of the reporting period and the profit or loss and other
comprehensive income of these subsidiaries are translated into RMB at the weighted average
exchange rates for the year.

The resulting exchange differences are recognised in other comprehensive income and
accumulated in the exchange fluctuation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that particular foreign operation is
recognised in profit or loss.

For the purpose of the consolidated statement of cash flows, the cash flows of an overseas
subsidiary are translated into RMB at the exchange rates ruling at the dates of the cash flows.
Frequently recurring cash flows of an overseas subsidiary which arise throughout the year are
translated into RMB at the weighted average exchange rates.

Employee benefits

Employee benefits mainly include bonuses, allowances and subsidies, pension insurance, social
insurance and housing funds, labour union fees, employees’ education fees and other expenses
related to the employees for their services. The Group recognises employee benefits as liabilities
during the accounting period when employees render the services and allocates the related cost
of assets and expenses based on different beneficiaries.

(a) Bonus plans

The expected cost of bonus plans is recognised as a liability when the Group has a present
legal or constructive obligation as a result of services rendered by employees and a reliable
estimate of the obligation can be made.

(b) Retirement benefit obligations

The Group primarily pays contributions on a monthly basis to participate in a pension plan
organised by relevant municipal and provincial governments in the PRC. The municipal
and provincial governments undertake to assume the retirement benefit obligations of all
existing and future retired employees payable under these plans. The Group has no legal or
constructive obligations for further contributions if the fund does not hold sufficient assets
to pay all employees the benefits relating to their current and past services. Contributions
made are charged to profit or loss.

(c) Other social insurance and housing funds

The Group provides other social insurance and housing funds to the qualified employees
in the PRC based on certain percentages of their salaries. These percentages are not to
exceed the upper limits of the percentages prescribed by the Ministry of Human Resources
and Social Security of the PRC. These benefits are paid to social security organisations and
the amounts are expensed as incurred. The Group has no legal or constructive obligations
for further contributions if the fund does not hold sufficient assets to pay all employees the E
benefits relating to their current and past e[vmes Py
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Group's financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets
and liabilities, and their accompanying disclosures, and the disclosure of contingent liabilities.
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, apart from those involving estimations, which have the most significant effect on the
amounts recognised in the financial statements:

Significant judgement in determining the lease term of contracts with renewal options

The Group has several lease contracts that include extension options. The Group applies
judgement in evaluating whether or not to exercise the option to renew or terminate the lease.
That is, it considers all relevant factors that create an economic incentive for it to exercise either
the renewal or termination. After the commencement date, the Group reassesses the lease term
if there is a significant event or change in circumstances that is within its control and affects its
ability to exercise or not to exercise the option to renew or to terminate the lease.

The Group includes the renewal period as part of the lease term for leases of buildings and
other infrastructure due to the significance of these assets to its operations. These leases have
a normally five-year non-cancellable period and there will be a significant negative effect on
production if a replacement is not readily available.

Estimation uncertainty

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

Provision for expected credit losses on trade receivables and contract assets

The Group applies probability of default approach to calculate ECLs for trade receivables and
contract assets with related parties. The probability of default is estimated on the published credit
rating of the related parties while the loss given default is estimated based on 100%, as adjusted
for forward-looking information.

The Group uses a provision matrix to calculate ECLs for trade receivables and contract assets with
third parties. The provision rates are based on days past due for groupings of various customer
segments that have similar loss patterns (i.e., by product type, customer type and credit rating).
The provision matrix is initially based on the Group's historical observed default rates. The
Group will calibrate the matrix to adjust the historical credit loss experience with forward-looking
information.

If forecast economic conditions (i.e., gross domestic product) are expected to deteriorate over
the next year which can lead to an increased number of defaults in the manufacturing sector, the
historical rates are adjusted. At each reporting date, the historical observed rates are updated and
changes in the forward-looking estimates are analysed.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (CONTINUED)
Estimation uncertainty (Continued)
Provision for expected credit losses on trade receivables and contract assets (Continued)

The assessment of the correlation among historical observed default rates, forecast economic
conditions and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in
circumstances and forecast economic conditions. The Group's historical credit loss experience
and forecast of economic conditions may also not be representative of a customer's actual
default in the future. The information about the ECLs on the Group's contract assets and trade
receivables is disclosed in note 21 and note 22 to the financial statements, respectively.

Useful lives and residual values of items of property, plant and equipment

In determining the useful lives and residual values of items of property, plant and equipment, the
Group periodically reviews the changes in market conditions, expected physical wear and tear, and
the maintenance of the asset. The estimation of the useful life of the asset is based on historical
experience of the Group with similar assets that are used in a similar way. The depreciation
amount will be adjusted if the estimated useful lives and/or the residual values of items of
property, plant and equipment are different from previous estimation. Useful lives and residual
values are reviewed, at the end of the reporting period, based on changes in circumstances.

Deferred tax assets

Deferred tax assets are recognised for unused tax losses to the extent that it is probable that
taxable profit 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 profits together with future tax planning
strategies. The carrying value of deferred tax assets relating to recognised tax losses at 31
December 2020 was nil (2019: Nil). The amount of unrecognised tax losses at 31 December 2020
was RMB224.1 million (2019: RMB61.4 million). Further details are contained in note 18 to the
financial statements.

Percentage of completion of construction contracts

Revenue from individual contracts is recognised to the progress of completion of the project.
The determination of the progress of the construction service involves estimation. The Group
recognises revenue based on the proportion of the actual costs incurred relative to the estimated
total costs for satisfaction of the construction services. Due to the nature of the activity
undertaken in construction works, the date at which the activity is entered into and the date at
which the activity is completed usually fall into different accounting periods, hence, the Group
reviews and revises the percentage of completion of construction works. Where the actual
contract revenue is less than expected or actual contract costs are more than expected, a
foreseeable loss may arise.
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (CONTINUED)
Estimation uncertainty (Continued)
Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indicators of impairment for all non-financial assets
(including the right-of-use assets) at the end of each reporting period. Indefinite life intangible
assets are tested for impairment annually and at other times when such an indicator exists. Other
non-financial assets are tested for impairment when there are indicators that the carrying amounts
may not be recoverable. An impairment exists when the carrying value of an asset or a cash-
generating unit exceeds its recoverable amount, which is the higher of its fair value less costs of
disposal and its value in use.

The calculation of the fair value less costs of disposal is based on available data from binding
sales transactions in an arm’s length transaction of similar assets or observable market prices
less incremental costs for disposing of the asset. WWhen value-in-use calculations are undertaken,
management must estimate the expected future cash flows from the asset or cash-generating
unit and choose a suitable discount rate in order to calculate the present value of those cash
flows.

Leases — Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in a lease, and therefore, it uses an
incremental borrowing rate (“IBR”) to measure lease liabilities. The IBR is the rate of interest that
the Group would have to pay to borrow over a similar term, and with a similar security, the funds
necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic
environment. The IBR therefore reflects what the Group “would have to pay”, which requires
estimation when no observable rates are available or when it needs to be adjusted to reflect the
terms and conditions of the lease. The Group estimates the IBR using observable inputs (such as
market interest rates) when available and is required to make certain entity-specific estimates (such
as the subsidiary’s stand-alone credit rating).

Development costs

Development costs are capitalised in accordance with the accounting policy for research and
development costs in note 2.4 to the financial statements. Determining the amounts to be
capitalised requires management to make assumptions regarding the expected future cash
generation of the assets, discount rates to be applied and the expected period of benefits. At 31
December 2020, the best estimate of the carrying amount of capitalised development costs was
RMB154.4 million (2019: 137.1 million).
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OPERATING SEGMENT INFORMATION

For management purposes, the Group’s operating businesses are structured and managed
separately according to their nature. Each of the Group’'s operating segments represents a
strategic business unit that provides services which are subject to risks and returns that are
different from those of the other operating segments. Summary details of the operating segments
are as follows:

(a) Environmental protection and energy conservation solutions

The environmental protection and energy conservation solutions business mainly includes
flue gas desulfurisation and denitrification facility concession operation for coal-fired power
plants; the manufacture and sale of denitrification catalysts; engineering for coal-fired
power plants, including the engineering of denitrification, desulfurisation, dust removal,
ash and slag handling and other environmental protection facilities and industrial site dust
management related engineering; water treatment; and energy conservation including
energy conservation facility engineering and energy management contracting (“EMC").

(b) Renewable energy engineering

The renewable energy engineering business mainly includes the engineering general
contracting for newly-built wind power plants, biomass power plants and photovoltaic power
plants.

(c) Thermal power engineering

The thermal power engineering business mainly includes the engineering procurement
construction (“EPC") services for thermal power plants.

(d) Other businesses

Other businesses currently mainly include various businesses such as fiberglass chimney
anti-corrosion and air cooling system engineering general contracting.

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 results, which is a measure of adjusted
profit before tax. The adjusted profit before tax is measured consistently with the Group’s profit
before tax except that other income and losses, other expenses, non-lease-related finance costs as
well as corporate and other unallocated expenses are excluded from such measurement.

Segment assets and liabilities mainly comprise operating assets and liabilities that are directly
attributable to the segment or can be allocated to the segment on a reasonable basis.

Segment assets exclude unallocated intangible assets, unallocated deferred tax assets,
unallocated prepayments, other receivables and other assets, restricted cash, cash and cash
equivalents and other unallocated head office and corporate assets as these assets are managed
on a group basis.
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4. OPERATING SEGMENT INFORMATION (CONTINUED)
Segment liabilities exclude unallocated interest-bearing bank borrowings and other loans (other
than lease liabilities) for daily operation purposes and other unallocated head office and corporate

liabilities as these liabilities are managed on a group basis.

Environmental

protection
and energy  Renewable Thermal
conservation energy power Other
Year ended 31 December 2020 solutions engineering engineering  businesses Total

RMB000  RMB000 RMB000  RMB000 RMB 000

Segment revenue (note 5)

Sales to external customers 4,878,715 1,851,317 1,135 89,844 6,821,071
Intersegment sales - - - 21,426 21,426
4,878,775 1,851,317 1,135 117,270 6,848,497
Reconciliation.
Elimination of intersegment sales (27,426)
Revenue 6,821,071
Segment results 817,672 (67,592) (546) 6,864 756,398
Reconciliation.
Other income and losses 82,240
Other expenses (106,603)
Finance costs (other than interest on lease liabilities) (256,624)
Corporate and other unallocated expenses (152,753)

Profit before tax 322,658
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4. OPERATING SEGMENT INFORMATION (CONTINUED)

Environmental

protection
and energy Renewable Thermal
conservation energy power Other
Year ended 31 December 2020 solutions  engineering  engineering businesses Total

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

Segment assets 16,869,285 1,880,096 34,307 243,953 19,027,641
Reconciliation:
Elimination of intersegment receivables (1,655,898)
17,371,743

Unallocated intangible assets 26,494
Unallocated deferred tax assets 26,532
Unallocated prepayments, other receivables and

other assets 599,243
Restricted cash, cash and cash equivalents 1,599,466
Other unallocated head office and corporate assets 557,380
Total assets 20,180,858
Segment liabilities 9,964,595 1,790,837 82,234 148,481 11,986,147
Reconciliation:
Elimination of intersegment payables (1,655,898)

10,330,249

Unallocated interest-bearing bank borrowings and

other loans (other than lease liabilities) 2,006,186
Other unallocated head office and corporate

liabilities 505,145
Total liabilities 12,841,580

Other segment information

Impairment of property, plant and equipment 40,861 - - - 40,861
Impairment of trade receivables 26,311 8,090 - (620) 43781
Impai ‘ : - 2 7]
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4.

OPERATING SEGMENT INFORMATION (CONTINUED)

Year ended 31 December 2019

Segment revenue (note 5)
Sales to external customers
Intersegment sales

Reconciliation:
Elimination of intersegment sales

Revenue

Segment results

Reconciliation.

Other income and losses

Finance costs(other than interest on lease
liabilities)

Corporate and other unallocated expenses

Profit before tax

Environmental
protection and Renewable
energy conservation energy  Thermal power Other

solutions engineering engineering businesses Total
RMB000 AMB000 AMB000 RMB 000 RMB 000
5,385,382 763,880 113,597 151,762 6,414,621
155 - - 19,147 19,302
5,385,537 763,880 113,697 170,909 6,433,923
(19,302)
6,414,621
654,139 3,599 1,159 (59,884) 599,013
132,290
(238,351)
(189,809)

303,143
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31 December 2020

OPERATING SEGMENT INFORMATION (CONTINUED)

Environmental
protection
and energy Renewable
conservation energy Thermal power
Year ended 31 December 2019 solutions engineering engineering Other businesses Total
AMB000 RMB 000 RMB 000 RMB 000 RMB 000
Segment assets 17,639,061 1,802,470 131,392 275,483 19,848,406
Reconciliation:
Elimination of intersegment receivables (1,153,989)
18,694,417
Unallocated intangible assets 32,424
Unallocated deferred tax assets 34,774
Unallocated prepayments, other receivables and
other assets 474,054
Restricted cash, cash and cash equivalents 1,622,546
Other unallocated head office and corporate assets 312,544
Total assets 21,170,759
Segment liabilities 10,792,731 1,740,899 197,187 163,235 12,894,052
Reconciliation:
Elimination of intersegment payables (1,153,989)
11,740,063
Unallocated interest-bearing bank borrowings and
other loans (other than lease liabilities) 2,065,524
Other unallocated head office and corporate
liabilities 131,291
Total liabilities 13,936,878
Other segment information
Impairment of property, plant and equipment 113,263 - - - 113,263
Impairment of trade receivables 48,463 21,903 - (407) 69,959
Impairment of contract assets 1,319 (183) - @7 109

- Impairment of financial assets included

S
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4. OPERATING SEGMENT INFORMATION (CONTINUED)
Geographical information

The majority of the non-current assets are located in the PRC, and the majority of revenue is
generated from Mainland China. Therefore, no geographical information is presented.

Information about major customers
Revenue of approximately RMB6,160 million (2019: RMB5,917 million) was derived from the sale
of goods and the rendering of services to China Datang and its subsidiaries (excluding the Group)
("China Datang Group").

5. REVENUE, OTHER INCOME AND LOSSES

An analysis of revenue is as follows:

2020 2019
RMB’000 RMB'000
Revenue from contracts with customers 6,820,488 6,413,519
Revenue from other sources
Gross rental income from operating leases
Other lease payments, including fixed payments 583 1,102

6,821,071 6,414,621
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5. REVENUE, OTHER INCOME AND LOSSES (CONTINUED)
Revenue from contracts with customers
(i)  Disaggregated revenue information
For the year ended 31 December 2020

Environmental

protection
and energy Renewable
conservation energy Thermal power Other
Segments solutions engineering engineering businesses Total

RMB 000 RMB 000 RMB 000 RMB 000 RMB 000

Types of goods or services
Sale of industrial products 346,590 - - 43,563 390,153
Construction services 970,637 1,851,317 1,135 45,698 2,868,787
Desulfurization and denitrification

services 3,561,548 - - - 3,561,548
Total revenue from contracts with

customers 4,878,775 1,851,317 1,135 89,261 6,820,488
Timing of revenue recognition
Goods transferred at a point in time 346,590 - - 43,563 390,153
Services transferred over time 4,532,185 1,851,317 1,135 45,698 6,430,335

Total revenue from contracts with
customers 4,878,775 1,861,317 1,135 89,261 6,820,488
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5. REVENUE, OTHER INCOME AND LOSSES (CONTINUED)
Revenue from contracts with customers (Continued)
(i)  Disaggregated revenue information (Continued)

For the year ended 31 December 2019

Environmental
protection and Renewable
energy conservation energy  Thermal power Other
Segments solutions engineering engineering businesses Total

AMB 000 AMB 000 AMB 000 AMB 000 AMB 000

Types of goods or services

Sale of industrial products 331,465 - - 20,889 352,354
Construction services 1,779,590 763,880 113,597 129,771 2,786,838
Desulfurization and denitrification services 3,274,327 - - - 3,274,327
Total revenue from contracts with

customers 5,385,382 763,880 113,597 150,660 6,413,519
Timing of revenue recognition
Goods transferred at a point in time 331,465 - - 20,889 352,354
Services transferred over time 5,053,917 763,880 113,597 129,771 6,061,165

Total revenue from contracts with
customers 5,385,382 763,330 113,597 150,660 6,413,519
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b. REVENUE, OTHER INCOME AND LOSSES (CONTINUED)
Revenue from contracts with customers (Continued)
(i)  Disaggregated revenue information (Continued)

Set out below is the reconciliation of the revenue from contracts to customers with the
amounts disclosed in the segment information:

For the year ended 31 December 2020

Environmental
protection
and energy Renewable
conservation energy  Thermal power
Segments solutions engineering engineering Other businesses Total
RMB000 RMB000 RMB000 RMB000 RMB000
Revenue from contracts with customers
External customers 4,878,175 1,851,317 1,135 89,261 6,820,488
Intersegment sales - - - 21,426 21,426
4,878,775 1,851,317 1,135 116,687 6,847,914
Intersegment adjustments and eliminations - - - (27,426) (27,426)
Total revenue from contracts with customers 4,878,175 1,851,317 1,135 89,261 6,820,488

For the year ended 31 December 2019

Environmental
protection
and energy
conservation Renewable energy  Thermal power
Segments solutions engineering engineering ~ Other businesses Total
AMB 000 RMB000 RMB 000 AMB 000 AMB 000

Revenue from contracts with customers
External customers 5,385,382 763,880 113,697 150660 6413519
areanmant cala A . 19,14 19302
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5.

REVENUE, OTHER INCOME AND LOSSES (CONTINUED)

Revenue from contracts with customers (Continued)

(i)

(ii)

Disaggregated revenue information (Continued)

The following table shows the amounts of revenue recognised in the current reporting
period that were included in the contract liabilities at the beginning of the reporting period
and recognised from performance obligations satisfied in previous periods:

2020 2019
RMB’000 RMB'000
Revenue recognised that was included in contract
liabilities at the beginning of the reporting period:
Sale of industrial products 14,639 1,616
Construction services 401,904 207,250
416,543 208,866

Performance obligations
Information about the Group's performance obligations is summarised below:
Sale of industrial products

The performance obligation is satisfied upon delivery of the industrial products and payment
is generally due within 30 to 90 days from delivery, where payment in advance is normally
required.

Construction services

The performance obligation is satisfied over time as services are rendered and payment is
generally due within one year from the date of billing. A certain percentage of payment is
retained by customers until the end of the retention period as the Group’s entitlement to
the final payment is conditional on the satisfaction of the service quality by the customers
over a certain period as stipulated in the contracts.

Desulfurisation and denitrification services
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b. REVENUE, OTHER INCOME AND LOSSES (CONTINUED)
Revenue from contracts with customers (Continued)
(ii)  Performance obligations (Continued)

The amounts of transaction prices allocated to the remaining performance obligations
(unsatisfied or partially unsatisfied) as at 31 December 2020 and 2019 are as follows:

2020 2019
RMB'000 RMB'000

Amounts expected to be recognised as revenue
Within one year 683,350 1,375,131
After one year - -

683,350 1,375,131

The amounts of transactions prices allocated to the remaining performance obligations
which are expected to be recognised after one year related to construction services,
of which the performance obligations are to be satisfied within two years. All the other
amounts of transaction prices allocated to the remaining performance obligations are
expected to be recognised as revenue within one year.

2020 2019
RMB’000 RMB'000

OTHER INCOME
Interest income 16,860 17,667
Government grants (Note) 75,507 112,151
Exchange gains - 2,649
92,367 132,467

Note: The amount mainly represents the income related to the VAT refunds received by the Group. As at 31
December 2020 and 2019, there were no unfulfilled conditions or other contingencies attaching to the
government grants that had been recognised by the Group.
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6. OTHER EXPENSES

2020 2019

RMB'000 RMB'000

Compensation losses (Note) 102,103 -
Other losses 4,500 -
106,603 -

Note: In November 2016, Technologies & Engineering Company, a subsidiary of the Company, and two other third parties
have entered into an arrangement with Datang Xinjiang Clean Energy Co., Ltd., ("Datang Xinjiang”) to construct
a wind farm. As required by the arrangement, Technologies & Engineering Company purchased 33 wind turbines
from Jiangsu Jiuding Tiandi Wind Power Co., Ltd. (“Jiuding Tiandi Wind Power"). In March 2017, Jiuding Tiandi
Wind Power received a notice from Datang Xinjiang that the construction of the wind farm may be suspended.
After a series of negotiation between the parties, Jiuding Tiandi Wind Power brought an arbitration proceeding
against Technologies & Engineering Company in December 2018. In June 2020, the arbitration authority ruled that
Technologies & Engineering Company shall compensate Jiuding Tiandi Wind Power for economic losses in an
aggregate amount of RMB98,865,000 (the “Ruling”).

On 21 June 2020, Technologies & Engineering Company submitted an application to the Fourth Intermediate
People’s Court of Beijing (the “Court”) to overrule the Ruling. On 6 July 2020, the application has been duly
accepted by the Court. On 3 September 2020, the Court issued a civil ruling, dismissing the application for
revocation of the Ruling by Technologies & Engineering Company. Subsequent to the civil ruling, Technology &
Engineering Company and Jiuding Tiandi Wind Power agreed for a total compensation of RMB102,103,000 to be
paid by the Group.

As at 31 December 2020, compensation of RMB16,630,000 was paid by the Group. The remaining balance of
RMB85,473,000 was recorded in other payable as at 31 December 2020.

7. FINANCE COSTS

An analysis of finance costs is as follows:

2020 2019

RMB’000 RMB 000

Interest on lease liabilities 13,667 14,490
Interest expenses on bank borrowings and other loans 265,783 264,426
Less: interest capitalised (9,159) (26,075)

: 270,291 252,841
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8. PROFIT BEFORE TAX

The Group's profit before tax is arrived at after charging/(crediting):

2020 2019
Notes RMB’000 RMB'000
Cost of goods sold 266,635 257,718
Cost of services provided 5,386,134 5,076,938
Cost of sales (Note a) 5,652,769 5,334,656
Depreciation of property, plant and equipment 14 527,638 490,646
Amortisation of intangible assets 15 17,048 13,873
Depreciation of right-of-use assets 16(a) 24,460 24,522
Amortisation of other non-current assets 217,775 248,064
Research and development expenses 44,089 28,180
Provision for warranties 27 - 820
Lease payments not included in the measurement
of lease liabilities 16(c) 18,385 16,471
Auditor’s remuneration 3,080 3,400
Employee benefit expense (excluding Directors' and
Supervisors' remuneration (note 9)):
Wages, salaries and allowances, social securities
and benefits 361,621 343,222
Pension scheme contributions (defined
contribution scheme) (Note b) 30,919 45,658
392,540 388,880
Impairment of financial and contract assets, net:
Impairment of contract assets 21 492 1,099
Impairment of trade receivables 22 43,781 69,959
Impairment of financial assets included in
prepayments, other receivables and other
assets 23 (120) (1,380)
44,153 69,678

Impairment of property, plant and equipmer , — 861 113,263
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8. PROFIT BEFORE TAX (CONTINUED)

Note a. Cost of sales include RMB501,037,000 (2019: RMB467,255,000), RMB7,706,000 (2019: RMB6,226,000),
RMB24,460,000 (2019: RMB24,522,000), RMB217,564,000 (2019: RMB245,907,000) and RMB100,310,000
(2019: RMB122,293,000) for the year ended 31 December 2020, relating to depreciation of property, plant and
equipment, amortisation of intangible assets, depreciation of right-of-use assets, amortisation of other non-
current assets and employee benefit expense which are also included in the respective total amounts disclosed
separately above.

Note b: Pension scheme contributions

The Group is required to make specific contributions to the state-sponsored retirement plan at rates ranging from
14% to 20% (2019: 14% to 20%) of the specified salaries of the employees in the PRC. The PRC government is
responsible for the pension liability to the retired employees. The PRC employees of the Group are entitled to a
monthly pension upon their retirements.

In addition, the Group has implemented a supplementary defined contribution retirement scheme in accordance
with China Datang's policy. Under this scheme, the Group is required to make specified contributions at a rate of
8% (2019: 8%) of the total salaries of qualified employees. These employees will receive the total contributions
and any returns thereon upon their retirements.

9. DIRECTORS’ AND SUPERVISORS’ REMUNERATION

The aggregate amounts of remuneration of the Directors and Supervisors of the Company during
the year are as follows:

2020 2019
RMB’000 RMB 000
Fees 300 300
Other emoluments:
— Salaries, housing benefits, other allowances and benefits
in kind 2,032 2,145
— Pension scheme contributions (defined contribution
scheme) 144 150

Total 2,476 2,595
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9. DIRECTORS’ AND SUPERVISORS’ REMUNERATION (CONTINUED)

The remuneration of each director and supervisor of the Company for the year ended 31
December 2020 is set out below:

Salaries, Pension scheme
housing  contributions

benefits, other (defined
allowances and contribution Total
Fees benefits in kind scheme)  remuneration
Notes RMB000 RMB’000 RMB’000 RMB’000
Executive directors:
Mr. Hou Guoli (i) - 533 23 556
Mr. Tian Dan (ii) - 230 25 255
Mr. Wang Yanwen - 601 48 649
- 1,364 96 1,460
Non-executive directors:
Mr. Hou Guoli (i) - - - -
Mr. Jin Yaohua (iii) - - - -
Mr. Qu Bo (iii) - - - -
Mr. Liu Quancheng - - - -
Mr. Liu Ruixiang - - - -
Mr. Li Zhenyu - - - -
Independent non-executive directors:
Mr. Ye Xiang 100 - - 100
Mr. Mao Zhuanjian 100 - - 100
Mr. Gao Jiaxiang 100 - - 100
300 - - 300
Supervisors:
Mrs. Huo Yuxia (iv) - - - -
Mr. Wang Yuanchun (iv) - - -
Mr. Liu Liming - - - -
Mr. Chen Li - 668 48 716

= 668 48 716
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9. DIRECTORS’ AND SUPERVISORS’ REMUNERATION (CONTINUED)

The remuneration of each director and supervisor of the Company for the year ended 31
December 2019 is set out below:

Pension scheme
Salaries, housing contributions

benefits, other (defined
allowances and contribution Total
Fees  benefits in kind scheme) remuneration
Notes RMB 000 RMB'000 RMB 000 RMB 000
Executive directors:
Mr. Hou Guoli (i) - 298 36 334
Mr. Wang Yanwen (i) - 155 19 174
Mr. Deng Xiandong (ii) - 528 14 542
Mr. Shen Zhen (i) - 540 31 571
= 1,521 100 1,621
Non-executive directors:
Mr. Jin Yaohua - - - -
Mr. Liu Quancheng (iv) - - - -
Mr. Liu Ruixiang (iv) - - - -
Mr. Li Zhenyu (iv) - - - -
Mr. Shen Zhen (iii) - - - -
Mr. Deng Xiandong (ii) - - - -
Mr. Liu Chuandong (iv) - - - -
Mr. Liu Guangming (iv) - - - -
Mr. Li Yi (iv) = = = =
Independent non-executive directors:
Mr. Ye Xiang 100 - - 100
Mr. Mao Zhuanjian 100 - - 100

Mr. Gao Jiaxiang 100 - - 100

A
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DIRECTORS’ AND SUPERVISORS’ REMUNERATION (CONTINUED)

Notes:
(i) Mr. Hou Guoli and Mr. Wang Yanwen were appointed as executive directors with effect from 31 October 2019.

(ii) Mr. Deng Xiandong was re-designated from an executive director to a non-executive director with effect from 22
March 2019 and resigned the position from 31 October 2019.

(iii) Mr. Shen Zhen was re-designated from an executive director to a non-executive director with effect from 26 July
2019 and resigned the position from 31 October 2019.

(iv) Mr. Liu Chuandong, Mr. Liu Guangming and Mr. Li Yi resigned the position of non-executive directors with effect
from 31 October 2019 while Mr. Liu Quancheng, Mr. Liu Ruixiang and Mr. Li Zhenyu were appointed as non-
executive directors on the same date.

(v) Mr. Liu Liming resigned as a supervisor from 29 June 2018 and was re-appointed as the position with effect from
31 October 2019 while Mr. Miao Shihai resigned the position on the same date.

In 2019, the remuneration of Mr. Jin Yaohua, Mr. Liu Quancheng, Mr. Liu Ruixiang, Mr. Li Zhenyu,
Mr. Liu Chuandong, Mr. Liu Guangming, Mr. Li Yi, Mr. Wang Yuanchun, Mr. Liu Liming and Mr.
Miao Shihai was paid by China Datang, and no remuneration was paid by the Company.

In 2020, the remuneration of Mr. Jin Yaohua, Mr. Qu Bo, Mr. Liu Quancheng, Mr. Liu Ruixiang,
Mr. Li Zhenyu, Mrs. Huo Yuxia, Mr. Wang Yuanchun and Mr. Liu Liming was paid by China
Datang, and no remuneration was paid by the Company.

There was no arrangement under which the Directors waived or agreed to waive any remuneration
during the year.

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees included one supervisor (Mr. Chen Li), one director (Mr. Wang
Yanwen) and three senior executives during the year ended of 31 December 2020 (2019: one
director, one supervisor and three senior executives). Details of directors’ and supervisors’
remuneration are set out in note 9 of this section above. Details of the remuneration of the
highest paid senior executives who are not a director or a supervisor of the Company are as
follows:

2020 2019
RMB’000 RMB 000

Salaries, housing benefits, other allowances and
benefits in kind 2,080 1,980
Pension scheme contributions (defined contribution scheme) 144 150
Total 2,224 2,130
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10.

11.

FIVE HIGHEST PAID EMPLOYEES (CONTINUED)

The number of non-director and non-supervisor highest paid employees whose remuneration fell
within the following band is as follows:

Number of employees

2020 2019
Nil to HK$1,000,000 3 3
Total 3 3

INCOME TAX EXPENSE

Pursuant to the PRC Enterprise Income Tax Law (FEEAREFMB D EFTSFHX) and the PRC
Enterprise Income Tax Law Implementation Regulations (FF# A R EFBI {2 FTS A EHEIER), the
Company and its certain subsidiaries have been recognised as high-technology enterprises and are
subject to a preferential corporate income tax rate of 15%.

Certain branches of the Company are engaged in qualified environmental protection and resource
or water conservation projects and income derived from such activities is tax-exempted for the
first 3 years followed by a 50% exemption from the fourth to the sixth years starting from the first
year in which the project generates operating profit.

Under the above tax law and regulations, except for preferential treatments available to certain
branches and subsidiaries of the Company as mentioned above, subsidiaries within the Group are
subject to corporate income tax at the statutory rate of 25%.

The subsidiary of the Company in India is subject to corporate income tax at a rate of 26% during
the period from 1 January 2020 to 31 December 2020 (27.82% during the period from 1 January
2019 to 31 December 2019).

The components of income tax expense for the year are as follows:

2020 2019
RMB'000 RMB'000

Current tax
Provision for the year . 84,366 80,638
Under provision in respect of pri a 3,226 1,892
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INCOME TAX EXPENSE (CONTINUED)

A reconciliation of the income tax expense applicable to profit before tax using the statutory
income tax rate applicable in the PRC to the income tax expense at the Group's effective income
tax rate for the year is as follows:

2020 2019

RMB'000 RMB’'000

Profit before tax 322,658 303,143
Income tax at the statutory income tax rate of 25% (2019:

25%) 80,665 75,786
Effect of a different tax rate applicable in another country (301) (197)
Effect of the preferential income tax rate (33,399) (31,480)
Expenses not deductible for tax 1,677 4,281
Additional deduction of research and development expenses (3,629) (1,402)
Adjustments in respect of current tax of previous periods 3,226 1,892
Effect of utilisation of unrecognised tax losses in prior years (1,648) -
Reversal of deferred tax recognised in prior years 22,220 -
Deductible temporary differences and tax losses not

recognised 42,487 8,886
Income tax charge for the year 111,298 57,766
The Group's effective rate 34.49% 19.06%
DIVIDENDS

The dividends during the years ended 31 December 2020 and 2019 are set out below:

2020 2019
RMB’000 RMB'000
Dividends declared to owners of the parent 100,303 326,430

(i) During 2020, the final dividend of RMB100,303,000 at RMB0.0338 (2019: RMBO0.11) per
ordinary share (before tax) in respect of the year of 2019, based on the issued shares
of the Company of 2,967,542,000 shares, was declared to owners of the parent (2019:
RMB326,430,000).

On 26 March 2021, the Board of Directors proposed to distribute the final dividend for the
year ended 31 December 2020 of RMBO0.0446 per share (before tax) of the Company in
cash to the shareholders. The proposal is subject to the approval of the shareholders at the
2020 annual general meeting of the Company.
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12. DIVIDENDS (CONTINUED)

(ii) Pursuant to the applicable provisions of the Enterprise Income Tax Law of the People's
Republic of China ((RZEARKMBE M EMFHIE)) and its implementation rules, the
Company will withhold and pay enterprise income tax at the rate of 10% when it distributes
final dividends to non-resident enterprise holders of H shares (including any H shares
registered in the name of HKSCC Nominees Limited).

Pursuant to the applicable provisions of the Individual Income Tax Law of the People’s
Republic of China ((RZEARFKFMEEAFTERE)) and its implementation rules as well as
the Tax Notice, the Company will withhold and pay individual income tax at the rate ranging
from 10% to 20% on behalf of individual holders of H shares.

13. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF
THE PARENT

The calculation of the basic earnings per share amount is based on the profit attributable to
ordinary equity holders of the parent, and the weighted average number of ordinary shares in issue
during the years ended 31 December 2020 and 2019.

The Company did not have any potential dilutive shares in issue during the years ended 31
December 2020 and 2019. Accordingly, the diluted earnings per share amounts are the same as
the basic earnings per share amounts.

The calculations of basic and diluted earnings per share are based on:

Earnings 2020 2019

Profit attributable to ordinary equity holders of the parent,
used in the basic/diluted earnings per share calculation
(RMB'000) 302,872 218,942

Number of shares
Shares 2020 2019

Weighted average number of ordinary shares in issue during
the year, used in the basic/diluted earnings per share

calculations (share) 2,967,542,000 2,967,542,000
Earnings per share 2020 2019
Basic/diluted earnings per share (RMB) 0.10 0.07

e
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14. PROPERTY, PLANT AND EQUIPMENT

Buildings Office  Construction
and others Transportation equipment in progress
infrastructure Machinery vehicles and others (“CIP") Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB’000

Cost:
At 1 January 2020 1,123,503 7,546,391 30,334 127,729 1,452,616 10,280,573
Addition - 5,749 - 5,246 372,899 383,894
Transfer from CIP 207,380 968,569 - 521 (1,176,470) -
Disposals - - - (3,131) - (3,131)
Other adjustment - (1,036) - - (136,878) (137,914)
At 31 December 2020 1,330,883 8,519,673 30,334 130,365 512,167 10,523,422
Accumulated depreciation:
At 1 January 2020 (253,156) (2,205,489) (27,142) (64,240) - (2,550,027)
Provision (43,940) (476,058) (758) (6,882) - (527,638
Disposals - - - 2,962 - 2,962
At 31 December 2020 (297,096) (2,681,547) (27,900) (68,160) - (3,074,703)
Impairment:
At 1 January 2020 (13,508) (99,755) - - - (113,263)
Provision - (38,061) - - (2,800) (40,861)
At 31 December 2020 (13,508) (137,816) - - (2,800) (154,124)
Net carrying amount:
At 1 January 2020 856,839 5,241,147 3,192 63,489 1,452,616 7,617,283

At 31 December 2020 1,020,279 5,700,310 2,434 62,205 509,367 7,294,595
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Cost:

At 1 January 2019
Addition

Transfer from CIP
Disposals

Other adjustment

At 31 December 2019

Accumulated depreciation:

At 1 January 2019
Provision
Disposals
Other adjustment

At 31 December 2019

Impairment:
At 1 January 2019
Provision

At 31 December 2019

Net carrying amount:
At 1 January 2019

At 31 December 2019
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14. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Buildings Office  Construction
and others Transportation equipment in progress
infrastructure Machinery vehicles and others (“CIP") Total
RMB 000 RMB 000 RMB 000 RMB 000 RMB000 RMB 000
987,868 1,377,949 34,086 122,330 1,391,245 9,913,478
22,562 63,761 - 5,076 745,178 836,577
71,213 568,372 - 323 (639,908) =
= = (3,752) = = (3,752)
41,860 (463,691) = = (43,899) (465,730)
1,123,503 7,546,391 30,334 127,729 1,452,616 10,280,573
(211,883) (1,940,260) (29,336) (56,846) = (2,238,325
(41,273) (440,608) (1,371) (7,394) = (490,646)
- - 3,565 - - 3,565
- 175,379 - - - 175,379
(253,156) (2,205,489 (27,142) (64,240) = (2,550,027)
(13,508) (99,755) = = = (113,263)
(13,508) (99,755) = = = (113,263)
775,985 5,437,689 4,750 65,484 1,391,245 7,675,153
856,839 5,241,147 3,192 63,489 1,452,616 7,617,283

As at 31 December 2020, certain buildings and other infrastructure with a net carrying amount
of RMB144,567,000 were pledged to secure the Group’s bank borrowings and other loans (31

December 2019: RMB152,531,000).

As at 31 December 2020, the Group has been in the process of applying for the ownership
certificates of buildings with a net carrying amount of RMB5,145,000 (31 December 2019:

RMB28,187,000).

During the year ended 31 December 2020, an impairment loss of RMB40,861,000 was recognised
for machinery and construction in progress of environmental protection and energy conservation
solutions segment as a result of technical innovation during the year. The Group’s management
assessed that the recoverable amounts of those assets are minimal and full amount of impairment

loss was made.

g DR
154 2020 Annual Report

™



Notes to Financial Statements (Continued)
31 December 2020

14. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

During the year ended 31 December 2019, an impairment loss of RMB113,263,000 was
recognised for buildings and other infrastructure and machinery of environmental protection and
energy conservation solutions segment as a result of technical innovation during the year. The
Group’'s management assessed the recoverable amounts of those assets by the fair values less
costs of disposal model and recognised the above impairment loss.

15. INTANGIBLE ASSETS

Non-patented Development

Patents technology  expenditure Software Total
RMB’000 RMB'000 RMB’000 RMB’000 RMB’000
Cost:
At 1 January 2020 55,586 105,019 137,101 23,360 321,066
Addition - - 50,558 5,306 55,864
Reclassification 26,419 3,149 (29,568) - -
Recognised in research and
development expenses - - (3,671) - (3,671)
At 31 December 2020 82,005 108,168 154,420 28,666 373,259
Accumulated amortisation:
At 1 January 2020 (24,024) (46,267) - (11,067) (81,358)
Provision (6,067) (9,105) - (1,876) (17,048)
At 31 December 2020 (30,091) (55,372) - (12,943) (98,406)
Impairment:
At 1 January 2020 (1,375) - - - (1,375)
Provision - - - - -
At 31 December 2020 (1,375) - - - (1,375)
Net carrying amount:
At 1 January 2020 30,187 58,752 137,101 12,293 238,333

At 31 December 2020 50,539 52,796 154,420 15,723 273,478
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15. INTANGIBLE ASSETS (CONTINUED)

Non-patented Development
Patents technology expenditure Software Total
RMB000 RMB’000 RMB’000 RMB’000 RMB’000

Cost:
At 1 January 2019 44,477 94,777 116,114 22,107 277,475
Addition 2,279 - 44,512 652 47,443
Reclassification 8,830 10,242 (19,673) 6071 -
Recognised in research and

development expenses - - (3,852) = (3,852)
At 31 December 2019 55,586 105,019 137,101 23,360 321,066

Accumulated amortisation:

At 1 January 2019 (20,277) (37,940) = (9,268) (67,485)
Provision (3,555) (8,519) - (1,799) (13,873)
Reclassification (192) 192 - - -
At 31 December 2019 (24,024) (46,267) = (11,067) (81,358)
Impairment:

At 1 January 2019 (1,375) - - - (1,375)
Provision - - - - -
At 31 December 2019 (1,375) = = = (1,375)

Net carrying amount:
At 1 January 2019 22,825 56,837 116,114 12,839 208,615

At 31 December 2019 30,187 58,752 137,101 12,293 238,333

As at 31 December 2020 and 2019, there were no intangible assets of the Group pledged to
secure bank borrowings and other loans.
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16. LEASES
The Group as a lessee

The Group has lease contracts for various items of buildings and other infrastructure, machinery,
transportation vehicles and office equipment used in its operations. Lump sum payments
were made upfront to acquire the leased land from the owners with lease periods of 30 to 47
years, and no ongoing payments will be made under the terms of these land leases. Leases of
buildings and other infrastructure generally have lease terms between 1 and 5 years. Machinery,
transportation vehicles and office equipment generally have lease terms of 12 months or less and/
or are individually of low value. Generally, the Group is restricted from assigning and subleasing
the leased assets outside the Group.

(a) Right-of-use assets

The carrying amounts of the Group's right-of-use assets and the movements during the year
are as follows:

Buildings

Leasehold and other
land infrastructure Total
RMB’000 RMB 000 RMB’000
As at 1 January 2019 19,066 370,128 389,194
Additions - 3,309 3,309
Lease modification - (11,938) (11,938)
Depreciation charge (465) (24,057) (24,522)

As at 31 December 2019 and 1 January

2020 18,601 337,442 356,043
Additions - 2,370 2,370
Lease modification - (4,807) (4,807)
Depreciation charge (465) (23,995) (24,460)

As at 31 December 2020 18,136 311,010 329,146
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16. LEASES (CONTINUED)

The Group as a lessee (Continued)

(b)

(c)

Lease liabilities

The carrying amount of lease liabilities (included under interest-bearing bank borrowings and
other loans) and the movements during the year are as follows:

2020 2019
RMB’000 RMB'000
Carrying amount at 1 January 343,002 371,814
New leases 2,370 3,309
Lease modification (4,807) (11,938)
Accretion of interest recognised during the year 13,667 14,490
Payments (34,549) (34,673)
Carrying amount at 31 December 319,683 343,002
Analysed into:
Current portion 32,160 32,218
Non-current portion 287,523 310,784

The maturity analysis of lease liabilities is disclosed in note 38 to the financial statements.

The amounts recognised in profit or loss in relation to leases are as follows:

2020 2019

RMB’000 RMB'000

Interest on lease liabilities 13,667 14,490
Depreciation charge of right-of-use assets 24,460 24,522

Expense relating to short-term leases and other
leases with remaining lease terms ended on or
before 31 December 2019 (included in cost of sales,
administrative expenses and selling and distribution
expenses) 18,250 16,399




16.

17.

Notes to Financial Statements (Continued)
31 December 2020

LEASES (CONTINUED)

The Group as a lessor

The Group leases its buildings and other infrastructure in China under operating lease
arrangements. Rental income recognised by the Group during the year was RMB583,000 (2019:

RMB1,102,000), details of which are included in note 5 to the financial statements.

At 31 December 2020, the undiscounted lease payments receivable by the Group in future periods
under non-cancellable operating leases with its tenants are as follows:

2020 2019
RMB’000 RMB'000
Within one year 583 786

EQUITY INVESTMENTS DESIGNATED AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME

2020 2019
RMB’000 ARMB'000

Equity investments designated at fair value through
other comprehensive income
Unlisted equity investments, at fair value (Note)
China Datang Overseas Power Operating Co., Ltd.(FF B KX
EEEBINEHEZLFRAF]) (formerly known as “China
Datang Overseas Electric Technology and O&M Co.,
Ltd.” (P BIRE R E G IMNIMTRFE AR R]) 28,914 7,658

The above equity investments were irrevocably designated at fair value through other
comprehensive income as the Group considers these investments to be strategic in nature.

Note: On 25 May 2020, the Company entered into a Capital Increase Agreement with the shareholders of China Datang
Overseas Power Operating Co., Ltd. (“Datang Overseas Power"”) to increase the capital of Datang Overseas
Power by RMB20 million which will be contributed by each shareholder based on the existing shareholding. Upon
completion of the capital increase, the registered capital of Datang Overseas Power increased to RMB250 million
and the shareholding percentage of the Company in Datang Overseas Power remains at 10%. The capital was
injected by cash on 30 July 2020.




Notes to Financial Statements (Continued)
31 December 2020

18. DEFERRED TAX

The movements in deferred tax assets and liabilities during the year are as follows:

Deferred tax assets

Impairment
of financial Elimination
and contract Accrued Deferred of unrealised
assets expenses income profit Others Total

RMB000 RMB 000 RMB 000 RMB 000 RMB000 RMB 000

At 1 January 2020 52,762 687 5,243 11,793 - 70,485
Deferred tax charged to
profit or loss during the

year (note 11) (21,283) (264) (84) (2,075) - (23,706)
Gross deferred tax assets at

31 December 2020 31,479 423 5,159 9,718 - 46,779
At 1 January 2019 26,573 918 4,931 13,109 190 45,721

Deferred tax credited/
(charged)to profit or loss
during the year (note 11) 26,189 (231) 312 (1,316) (190) 24,764

Gross deferred tax assets at
31 December 2019 52,762 687 5,243 11,793 - 70,485

The movements in deferred tax assets and liabilities during the year are as follows: (continued)
Deferred tax liabilities
Fair value adjustments

of equity investments at
fair value through other

comprehensive income Total
RMB’'000 RMB 000
j L 399 - 399

- At1January 2020
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DEFERRED TAX (Continued)

Deferred tax liabilities (Continued)

For presentation purposes, certain deferred tax assets and liabilities have been offset in the
consolidated statement of financial position. The following is an analysis of the deferred tax

balances of the Group for financial reporting purposes:

2020 2019
RMB’000 RMB 000

Net deferred tax assets recognised in the consolidated

statement of financial position 46,191 70,086
Net deferred tax liabilities recognised in the consolidated

statement of financial position - -

Net deferred tax assets 46,191 70,086

As at 31 December 2020, the Group has tax losses arising in India of RMB27,945,000 (31
December 2019: RMB24,780,000) that will expire up to eight years for offsetting against future
taxable profits of Technologies & Engineering India, an overseas subsidiary of the Group. As at 31
December 2020, the Group had tax losses arising in the PRC of RMB196,166,000 (31 December
2019: RMB36,572,000). As at 31 December 2020, the Group has deductible temporary differences
of RMB233,883,000 (2019: RMB13,352,000) in respect of impairment losses.

Deferred tax assets have not been recognised in respect of these losses or deductible temporary
differences as they have arisen in subsidiaries that have been loss-making for some time and it is
not considered probable that taxable profits will be available against which the tax losses can be
utilised.

OTHER NON-CURRENT ASSETS

2020 2019

RMB’000 RMB'000

Long-term prepaid expenses 337,395 322,425
Deductible VAT 45,508 24,435
Prepayments for equipments 19,021 18,575

Others 27,708 AR 56819
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20. INVENTORIES

2020 2019
RMB’000 RMB'000
Raw materials 84,604 77,248
Work in progress 7,482 16,535
Finished goods 98,523 76,137
190,609 169,920

21. CONTRACT ASSETS
31 December 31 December 1 January
2020 2019 2019

RMB’000 RMB'000 RMB 000

Contract assets arising from:

construction services 712,625 889,309 986,807
sale of industrial products 28,744 -

Less: provision for impairment (5,962) (5,470) (4,371)
Total 735,407 883,839 982,436

Contract assets are initially recognised for revenue earned from the sale of industrial products
and construction services as the receipt of consideration is conditional on successful completion
of construction, respectively. Upon completion of construction and acceptance by the customer,
the amounts recognised as contract assets are reclassified to trade receivables. The decrease
in contract assets in 2020 and 2019 were both the results of the decrease in the provision of
construction services at the end of the year.

During the year ended 31 December 2020, RMB492,000 (2019: RMB1,099,000) was recognised as
impairment loss on contract assets. The Group's trading terms and credit policy with customers
are disclosed in note 22 to the financial statements.

The expected timing of recovery or settlement for contract assets as at 31 December is as
follows:

- g c 2020 2019
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CONTRACT ASSETS (Continued)

The movements in the loss allowance for impairment of contract assets are as follows:

2020 2019

RMB'000 RMB'000

At beginning of year 5,470 4,371
Impairment losses, net 492 1,099
At end of year 5,962 5,470

An impairment analysis is performed at each reporting date to measure expected credit losses
on contract assets. The provision rates for the measurement of the expected credit losses of the
contract assets are based on those of the trade receivables as the contract assets and the trade
receivables are from the same customer bases. Similar to trade receivables, the contract assets
from related parties and third parties are assessed separately based on their different credit risks
characteristics, the detailed analysis of which can be referred to note 22.

Set out below is the information about the credit risk exposure on the Group’s contract assets :

As at 31 December 2020

Related Parties Third Parties Total
Expected credit loss rate 0.157% 2.69%
Gross carrying amount (RMB’000) 551,856 189,513 741,369
Expected credit losses (RMB'000) 866 5,096 5,962
As at 31 December 2019
Related Parties Third Parties Total
Expected credit loss rate - 4.74%
Gross carrying amount (RMB’000) 773,857 115,452 889,309

Expected credit losses (RMB'000) - 5,470 5,470
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22. TRADE AND BILLS RECEIVABLES

2020 2019

RMB’000 RMB 000

Trade receivables 7,932,517 8,033,142
Less: provision for impairment (272,662) (234,844)
7,659,855 7,798,298

Bills receivable 968,588 742,945
8,628,443 8,541,243

The Group’s trading terms with its customers are mainly on credit, except for new customers,
where payment in advance is normally required. The credit period is generally within one year.
Each customer has a maximum credit limit. The Group seeks to maintain strict control over the
outstanding receivables to minimise credit risk. Overdue balances are reviewed regularly by senior

management. Trade receivables are non-interest-bearing.

(a) Ageing analysis

An ageing analysis of the trade and bills receivables, based on the invoice date, at the end

of the reporting period is as follows:

2020 2019

RMB’000 RMB'000

Within 1 year 5,231,239 4,404,897

Between 1 and 2 years 798,872 1,751,826

Between 2 and 3 years 890,505 750,711

Over 3 years 1,980,489 1,868,653

8,901,105 8,776,087

Less: provision for impairment (272,662) (234,844)
8,628,443

8,541,243
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22. TRADE AND BILLS RECEIVABLES (CONTINUED)

(b)

Impairment of trade receivables

The movements in the loss allowance for impairment of trade receivables are as follows:

2020 2019

RMB’000 RMB 000

At beginning of the year 234,844 164,885
Impairment losses, net 43,781 69,959
Amount written off as uncollectible (5,963) -
At end of the year 272,662 234,844

The Group applies the simplified approach to provide for expected credit losses prescribed
by IFRS 9, which permits the use of the lifetime expected loss provision for trade
receivables.

As at 31 December 2020, the gross carrying amounts of trade receivables from the related
parties are RMB6,677,115,000 (2019: RMB6,536,598,000) which are mainly due from
subsidiaries of China Datang Group. The Group has assessed the expected losses for
trade receivables from related parties by reference to the published credit rating of China
Datang Group and corresponding probability of default of 0.157%. Loss given is default was
estimated to be 100%.

For the trade receivables from third parties, an impairment analysis is performed at each
reporting date using a provision matrix to measure expected credit losses. The provision
rates are based on days past due for groupings of various customer segments with similar
loss patterns (i.e., by product type, customer type and credit rating). The calculation reflects
the probability-weighted outcome, and reasonable and supportable information that is
available at the reporting date about past events, current conditions and forecasts of future
economic conditions.
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22. TRADE AND BILLS RECEIVABLES (CONTINUED)
(b) Impairment of trade receivables (Continued)

The following table provides information about the Group’s exposure to credit risk and ECLs
for trade receivables:

As at 31 December 2020

Related parties Third parties
[ndividuall
Within ~ Between1  Between?2 Over assenssgltli tl::dz
Tyear and2years and3years 3years Subtotal receivables Total
(Note a)
Expected credit loss rate 0.157% 1.54% 9.07% 17.61% 33.54% 13.10% 70.75% 3.44%
Gross carrying amount
(RMB000) 6,677,115 398,951 109,355 424,069 153,469 1,085,844 169558 7,932,517
Expected credit losses
(RMB000) 10,483 6,155 9,920 74,675 51,468 142,218 119,961 272,662
As at 31 December 2019
Related parties Third parties
" Individuall
Within -~ Between1  Between? Qver assegsgg t‘ﬁaadl
Tyear  and2years  and 3 years 3years Subtotal receivables Total
Expected credit loss rate - 1.20% 1.75% 19.91% 47.04% 15.69% - 2.92%
(Gross carrying amount
(RMB000) 6,536,598 333225 652,034 221829 289456 1,496,544 - 8,033,142
Expected credit losses
(RMB000) - 3,99 50,509 44167 136,174 234,844 - 234,844

Note a:  An overseas third-party company in India (the “Indian Company”) of which a subsidiary is a customer
of the Group (the “Customer”) is undergoing a proceeding of bankruptcy and reorganisation. The Indian
Company and its subsidiaries have been taken over by personnel appointed by judiciary in India. The
Group has performed individual assessment on impairment of the trade receivable due from the Customer
amounting to RMB169,558,000, based on the information available to the Group which includes the
orders issued by National Company Law Appellate Tribunal, New Delhi (the “Local Court”) and current
operational status of the Customer. The Group establishes three possible scenarios when estimating the
expected credit loss, including immediate bankruptcy (“Bankruptey”), successful reorganisation and fair

ment to all creditors (“Fair Repayment"), successful reorganisation but giving priority to repayment
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22. TRADE AND BILLS RECEIVABLES (CONTINUED)

(c)

Transferred financial assets
Transferred financial assets that are derecognised in their entirety

At 31 December 2020, the Group endorsed certain bills receivables to certain of its
suppliers in order to settle the trade payables due to such suppliers with a carrying amount
in aggregate of RMB73,712,000 (2019: RMB304,616,000) (the “Derecognised Bills").

The derecognised bills receivable had a maturity of one to six months at the end of the
reporting period. In accordance with the Law of Negotiable Instruments in the PRC, the
holders of the derecognised bills receivable have a right of recourse against the Group if
the PRC banks default (the “Continuing Involvement”). In the opinion of the directors, the
Group has transferred substantially all risks and rewards relating to the derecognised bills
receivable. Accordingly, it has derecognised the full carrying amounts of the derecognised
bills receivable and the associated trade payables. The maximum exposure to loss
from the Group’s Continuing Involvement in the derecognised bills receivable and the
undiscounted cash flows to repurchase these derecognised bills receivable is equal to their
carrying amounts. In the opinion of the directors, the fair values of the Group’s Continuing
Involvement in the derecognised bills receivable are not significant.

During the year ended 31 December 2020 and 2019, the Group has not recognised any gain
or loss on the date of transfer of the derecognised bills receivable. No gains or losses were
recognised from the Continuing Involvement, both during the year or cumulatively. The
endorsement has been made evenly throughout the year.

Transferred financial assets that are not derecognised in their entirety

At 31 December 2020, the Group endorsed certain bills receivable accepted by banks and
financial institutions of certain large central enterprises in Mainland China (the "Endorsed
Bills') with a carrying amount of RMB81,456,000 (2019: RMB182,512,000) to certain of its
suppliers in order to settle the trade payables due to such suppliers (the “Endorsement”).
In the opinion of the directors, the Group has retained the substantial risks and rewards,
which include default risks relating to such Endorsed Bills, and accordingly, it continued to
recognise the full carrying amounts of the Endorsed Bills and the associated trade payables
settled. Subsequent to the Endorsement, the Group did not retain any rights on the use of
the Endorsed Bills, including the sale, transfer or pledge of the Endorsed Bills to any other
third parties. The aggregate carrying amount of the trade payables settled by the Endorsed
Bills during the year to which the suppliers have recourse was RMB81,456,000 (2019:
RMB182,512,000) as at 31 December 2020.

As at 31 December 2020, trade and bills receivables amounting to RMB89,455,000 were
pledged to secure bank borrowings and other loans granted to the Group (31 December
2019: RMB126,272,000).
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23 PREPAYMENTS, OTHER RECEIVABLES AND OTHER ASSETS

2020 2019

RMB’000 RMB'000

Prepayments 133,734 636,682
Deposits 59,443 146,767
Other receivables 62,226 67,753
Other current assets 379,117 400,015
634,520 1,251,217

Less: provision of impairment (9,543) (9,663)
Total 624,977 1,241,554

Deposits and other receivables are mainly related to the guarantee deposits for auction and
the funds held by employees, and an impairment analysis is performed at each reporting date
by considering the probability of default. Except the separate item of prepayments for certain
terminated projects already impaired, as the financial assets included in the above balances relate
to receivables for which there was no recent history of default, no impairment was provided
during the year.

As at 31 December 2020, a provision of RMB9,543,000 (2019: RMB9,663,000) has been fully
provided for the prepayments for certain terminated projects.

24. CASH AND CASH EQUIVALENTS, A TIME DEPOSIT AND RESTRICTED CASH

2020 2019

RMB’000 RMB 000

Cash and bank balances 1,599,466 1,622,546

Less: restricted cash (Note a) (67,727) (42,179)

Cash and cash equivalents 1,531,739 1,580,367
Cash and bank balances denominated in:

- RMB 1,568,278 1,604,065

dollar 484 -

— — United States
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24. CASH AND CASH EQUIVALENTS, A TIME DEPOSIT AND RESTRICTED CASH
(CONTINUED)

The RMB is not freely convertible into other currencies. However, under the PRC's Foreign
Exchange Control Regulations and Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange RMB for other currencies through
banks authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short term time
deposits are made for varying periods of between seven days and three months depending on the
immediate cash requirements of the Group, and earn interest at the respective short term time
deposit rates. The bank balances and pledged deposits are deposited with creditworthy banks
with no recent history of default.

25. TRADE AND BILLS PAYABLES

Trade and bills payables are non-interest-bearing and are normally settled within one year.

2020 2019

RMB’000 RMB'000

Bills payable 122,600 194,432
Trade payables 4,781,875 4,794,843
4,904,475 4,989,275

An ageing analysis of the trade and bills payables, based on the invoice date, at the end of the
reporting period is as follows:

2020 2019

RMB’000 RMB'000

Within 1 year 2,379,678 2,589,256
1 year to 2 years 605,142 870,173
2 years to 3 years 679,509 452,260
More than 3 years 1,240,146 1,077,586

4,904,475 4,989,275
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26. OTHER PAYABLES AND ACCRUALS

2020 2019
Notes RMB’000 RMB 000
Contract liabilities (a) 338,123 520,777
Taxes payable, other than income tax 26,415 34,736
Interest payables 15,467 9,368
Dividends payable 417,374 341,657
Other payables (b) 992,180 946,184
1,789,559 1,852,722
Notes:
(a) Details of contract liabilities are as follows:
31 December 31 December 1 January
2020 2019 2019
RMB’000 RMB’000 RMB'000
Short-term advances received from customers
Sale of industrial products 27,484 25,995 3,699
Construction services 310,639 494,782 308,365
Total contract liabilities 338,123 520,777 312,064

Contract liabilities include short-term advances received to deliver industrial products and construction services.
The decrease in contract liabilities in 2020 was mainly due to the decrease in short-term advances received from
customers in relation to the provision of construction services at the end of the year. The increase in contract
liabilities in 2019 was mainly due to the increase in short-term advances received from customers in relation to the
provision of construction services at the end of the year.

(b) Other payables are non-interest-bearing and have no fixed terms of repayment.
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PROVISIONS
Warranties  Other losses
(note a) (note b) Total
RMB’'000 RMB 000 RMB 000
At 1 January 2020 4,579 - 4,579
Additional provision - 4,500 4,500
Amounts utilised during the year (1,759) - (1,759)
At 31 December 2020 2,820 4,500 7.320
Portion classified as current liabilities (1,820) (4,500) (6,320)
Non-current portion 1,000 - 1,000
Note a:

The Group provides one to three years of maintenance service to its customers for certain industrial products sales.
The amount of the provision for the warranties is estimated based on sales volumes and past experience of the level of
maintenance service. The estimation basis is reviewed on an ongoing basis and revised where appropriate.

Note b:

During this year, the Group terminated a contract with one of its suppliers, and the supplier filed a lawsuit against the
Group for the contract breach. As at 31 December 2020, the Group recognised a provision of RMB4,500,000 for this
contract dispute.
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28.

INTEREST-BEARING BANK BORROWINGS AND OTHER LOANS

Current
Bank borrowings :
- unsecured

Other loans :
- unsecured
- secured (Note a)
- short-term bonds (Note b)

Current portion of long term bank
borrowings and other loans

Bank borrowings - unsecured

Bank borrowings - secured (Note ¢/

Bank borrowings - guaranteed (Note d)

Other loans - unsecured

Other loans - secured (Note e)

Lease liabilities (Note 16b)

Non-current

Long term bank borrowings and other loans:

Bank borrowings - unsecured

Bank borrowings - secured (Note ¢)
Bank borrowings - guaranteed (Note d)
Other loans - unsecured

Other loans - secured (Note )

Other loans - bonds

Effective 31 December 31 December
interest rate Maturity 2020 2019
(%) RMB’000 RMB 000

3.10% - 4.35% 2021 1,590,560 2,288,499
- 330,000

4.50% 2021 70,000 70,000

2.00% 2021 500,000 -
2,160,560 2,688,499

3.25% - 6.62% 2021 461,232 657,671
- 26,170

4.28% -5.15% 2021 35,167 23,253
4.75% -5.15% 2021 153,186 30,500
5.70% 2021 350,000 265,000

4.41% 2021 32,160 32,218
1,031,745 1,034,812

3,192,305 3,723,311

3.25% - 6.62% 2022 - 2027 1,948,661 2,030,491
- 73,830

4.28% -5.15% 2022 - 2023 27,700 60,367
4.75% -5.15% 2022 - 2024 14,700 167,885
- 79,750

3.65% 600,000 599,460

310,784
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INTEREST-BEARING BANK BORROWINGS AND OTHER LOANS (CONTINUED)

Note a:

The above secured other loans are secured by trade and bills receivables with a net carrying value of RMB89,455,000 (31
December 2019: RMB126,272,000) (note 22).

Note b:

On 24 March 2020 and 20 April 2020, the Company issued two tranches of short-term bonds at a par value of RMB100
amounting to RMB500 million each. The bonds had annual effective interest rates of 2.00% and 2.60%. The first tranche
of short-term bond was already matured in August 2020, and the second tranche of short-term bond will be matured in
January 2021.

Note c:

The above secured bank borrowings are secured by future trade receivables. They were repaid in March 2020 in advance,
which should be repaid in 2024 according to the contracts.

Note d:
The above secured bank borrowings were guaranteed by the Company for certain subsidiaries.
Note e:

The above secured other loans are secured by buildings and other infrastructure with a net carrying value of
RMB144,567,000 (31 December 2019: RMB152,531,000) (note 14).

The maturity profile of the interest-bearing bank borrowings and other loans as at the end of the
reporting period is as follows:

2020 2019
RMB’000 RMB'000
Analysed into:

Bank borrowings repayable:
Within one year 2,086,959 2,995,593
In the second year 579,784 640,121
In the third to fifth years, inclusive 1,298,331 1,216,339
Beyond five years 98,246 308,228
4,063,320 5,160,281

Other loans repayable: o
Within one year 1,105,346 - 727,718
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29. SHARE CAPITAL

Shares 2020 2019
RMB’000 RMB 000

Issued and fully paid:
2,967,542,000 (2019: 2,967,542,000) ordinary shares 2,967,542 2,967,542

30. RESERVES

The amounts of the Group's reserves and the movements therein for the years ended 31
December 2020 and 2019 are presented in the consolidated statement of changes in equity.

31. PARTLY-OWNED SUBSIDIARIES WITH MATERIAL NON-CONTROLLING
INTERESTS

Details of the Group's subsidiaries that have material non-controlling interests are set out below:

2020 2019
Percentage of equity interests held by non-controlling
interests:
Technologies & Engineering Company 44% 44%
Nanjing Environmental Protection 7.89% 7.89%
Tiandi Environmental 35% 35%
2020 2019
RMB’000 RMB'000
Profit/(loss) for the year attributable to non-controlling
interests:
Technologies & Engineering Company (107,958) 7,055
Nanjing Environmental Protection 3,872 5,954
Tiandi Environmental 11,928 13,193

Dividends declared to non-controlling interests:

Technologies & Engineering Company 3,520 -
Nanjing Environmental Protection - -
Tiandi Environmental :
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31. PARTLY-OWNED SUBSIDIARIES WITH MATERIAL NON-CONTROLLING
INTERESTS (CONTINUED)

The following table illustrates the summarised financial information of Technologies & Engineering
Company, Nanjing Environmental Protection and Tiandi Environmental. The amounts disclosed are
before any inter-company eliminations:

Technologies Nanjing

& Engineering Environmental Tiandi
2020 Company Protection Environmental
RMB’000 RMB’000 RMB’000
Revenue 2,156,213 455,896 87,349
Total expenses (2,401,573) (406,818) (53,270)
Profit/(loss) for the year (245,360) 49,078 34,079
Total comprehensive income for the year (246,467) 49,078 34,079
Current assets 3,627,253 1,183,360 70,216
Non-current assets 342,697 487,514 161,302
Current liabilities (3,835,721) (964,555) (14,529)
Non-current liabilities (18,689) (259,925) (800)
Net cash flows (used in)/from operating activities (43,240) (88,314) 49,953
Net cash flows used in investing activities (3,377) (13,299) (7)
Net cash flows (used in)/from financing activities (83,757) 108,201 (45,949)
Effect of foreign exchange rate changes, net (1,390) - -
Net (decrease)/increase in cash and cash
equivalents (131,764) 6,588 3,997
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31. PARTLY-OWNED SUBSIDIARIES WITH MATERIAL NON-CONTROLLING

INTERESTS (CONTINUED)
Technologies Nanjing
& Engineering  Environmental Tiandi
2019 Company Protection  Environmental
RMB’'000 RMB'000 RMB 000
Revenue 1,656,562 513,895 92,175
Total expenses (1,640,527) (438,426) (54,481)
Profit for the year 16,035 75,469 37,694
Total comprehensive income for the year 16,588 75,469 37,694
Current assets 3,998,015 993,726 65,006
Non-current assets 394,251 545,142 178,298
Current liabilities (4,003,450) (896,306) (55,256)
Non-current liabilities (118,809) (245,246) (838)
Net cash flows (used in)/from operating activities (215,513) 65,498 63,322
Net cash flows used in investing activities (8,850) (15,417) (12,373)
Net cash flows from/(used in) financing activities 239,664 (27,422) (57,934)
Effect of foreign exchange rate changes, net (74) - -
Net increase/(decrease) in cash and cash
equivalents 15,227 22,659 (6,985)
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32. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS
(a) Major non-cash transactions
During the year, the Group had non-cash reductions to right-of-use assets and lease liabilities
of RMB2,437,000 (2019: RMB8,629,000) and RMB2,437,000 (2019: RMB8,629,000),
respectively, in respect of lease arrangements for buildings and other infrastructure.
(b) Changes in liabilities arising from financing activities
Interest-

bearing bank
borrowings

and other
loans (other Other
than lease Lease payables
2020 liabilities) liabilities  and accruals
RMB’000 RMB’000 RMB’000
As at 1 January 2020 6,702,876 343,002 1,852,722
Changes from financing cash flows (958,292) (34,549) (283,809)
New leases - 2,370 -
Lease modification - (4,807) -
Interest expenses 6,622 13,667 259,161
2019 final dividends - - 100,303

Dividends declared by a subsidiary to its

non-controlling shareholder - - 5,620
Changes from operating cash flows - - (64,438)
Changes from investing cash flows - - (80,000)

As at 31 December 2020 5,751,206 319,683 1,789,559
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32. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

(b) Changes in liabilities arising from financing activities (Continued)

Interest-
bearing bank
borrowings
and other
loans (other Other
than lease Lease payables and
2019 liabilities) liabilities accruals
RMB'000 RMB'000 RMB'000
As at 1 January 2019 4,929,896 371,814 1,663,401
Changes from financing cash flows 1,766,680 (34,673) (598,565)
New leases - 3,309 -
Lease medication - (11,938) -
Interest expenses 6,300 14,490 264,426
2018 final dividends - - 326,430
Dividends paid by a subsidiary to its
non-controlling shareholder - - 5,365
Changes from operating cash flows - - 339,647
Changes from investing cash flows - - (147,972)
As at 31 December 2019 6,702,876 343,002 1,852,722

(c) Total cash outflow for leases

The total cash outflow for leases included in the statement of cash flows is as follows:

2020 2019

RMB’000 RMB'000

Within operating activities 6,453 9,608
Within financing activities 34,549 34,673
41,002 44,281
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COMMITMENTS
(a) The Group had the following capital commitments at the end of the reporting
period:
2020 2019
RMB’000 RMB’000
Contracted, but not provided for
Buildings 8,613 261,698
Plant and machinery 187,792 617,742
196,405 879,440

(b) The Group has no lease contracts that have not yet commenced as at 31
December 2020.

RELATED PARTY TRANSACTIONS

The Group is part of China Datang and had significant transactions with China Datang Group during
the year.

The related party transactions in respect of the sales and purchase of goods, the rendering of and
receiving of services to and from China Datang Group and certain associates and joint ventures
of China Datang Group, and loans from/to and interest expense/income to/from China Datang
Group as detailed in note 35(a) also constitute connected transactions or continuing connected
transactions as defined in Chapter 14A of the Listing Rules.

In addition to the related party transactions disclosed elsewhere in the financial statements,
the following is a summary of the significant related party transactions entered into the ordinary
course of business between the Group and its related parties during the year.




Notes to Financial Statements (Continued)
31 December 2020

35. RELATED PARTY TRANSACTIONS (CONTINUED)

(a) Significant related party transactions

2020 2019
Notes RMB’000 RMB'000
Sales of goods and rendering of services to
China Datang Group (i)
Environmental protection and energy
conservation solutions 4,376,813 5,080,257
Renewable energy engineering 1,773,369 677,775
Thermal power engineering 1,135 113,597
Others 9,177 45,334
6,160,494 5,916,963
Sales of goods and rendering of services
to the associates and joint ventures of
China Datang Group (i)
Environmental protection and energy
conservation solutions 61,974 -
Purchases of goods and receiving of
services from China Datang Group (i)
Water supply and electricity supply 767,726 859,643
Ancillary services under the concession
operations 82,678 131,218
Logistics services 65,018 92,758
Wind power electricity and other products 1,346,098 403,658

2,261,520 1,487,277
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35. RELATED PARTY TRANSACTIONS (CONTINUED)

Significant related party transactions (Continued)

Purchases of goods and receiving of
services from the associates and joint
ventures of China Datang Group

Water supply and electricity supply

Ancillary services under the concession
operations

Purchase of assets from subsidiaries of
China Datang Group
Purchase of assets

Loans from subsidiaries of China Datang
Group

China Datang Finance Co., Ltd. (“Datang
Finance") (Note a)

Datang Financial Lease Co., Ltd. (“Datang
Financial Lease") (Note a)

Datang Commercial Factoring Co., Ltd.
(“Datang Commercial Factoring”) (Note a)

Interest expense on loans from subsidiaries
of China Datang Group

Datang Finance

Datang Financial Lease

Datang Commercial Factoring

Interest income from a subsidiaries of
China Datang Group
Datang Finance

31 December 2020

2020 2019
Notes RMB’000 RMB'000
(i)
29,182 =
2,123 =
31,305 =
(i)
- 56,731
(ii)
1,200,000 2,730,000
- 135,000
70,000 100,000
1,270,000 2,965,000
(ii)
7,233 15,048
21,922 19,470
2,671 5,949
31,826 40,467
(ii)
10,540 8,787
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35. RELATED PARTY TRANSACTIONS (CONTINUED)

(a) Significant related party transactions (Continued)

Note a:
Effective
Loans from subsidiaries of 31 December 31 December interest
China Datang Group 2019 Proceeds  Repayment 2020  Duration rate  Type
(%)
Datang Finance 356,300 1,200,000 1,535,800 20,500  27/12/2017~26/12/2023 515 unsecured
Datang Financial Lease 350,000 = = 350,000  1/11/2018~2/12/2021 570  secured
Datang Financial Lease 44,005 - 24,700 19,305  25/10/2019~24/10/2021 475  unsecured
Datang Commercial Factoring 70,000 70,000 70,000 70,000  29/9/2020~29/12/2021 450  secured
820,305 1,270,000 1,630,500 459,805
Effective
Loans from subsidiaries of 31 December 31 December interest
China Datang Group 2018 Proceeds  Repayment 2019  Duration rate Type
(%)
Datang Finance 335,000 2,730,000 2,708,700 356,300  27/12/2017~26/12/2023 3.92-5.15  unsecured
Datang Financial Lease 265,000 85,000 - 350,000  1/11/2018~16/5/2021 570  secured
Datang Financial Lease - 50,000 5,995 44,005  25/10/2019~24/10/2021 4.75  unsecured
Datang Commercial Factoring 100,000 100,000 130,000 70,000  20/11/2018~10/9/2020 750  secured
Datang Commercial Factoring 9,136 - 9,136 - 13/11/2018~13/11/2019 7.50  unsecured

709,136 2,965,000 2,853,831 820,305

All transactions with related parties were conducted at prices and on terms mutually agreed
by the parties involved, which are determined as follows:

(i) Sales of goods and rendering of services to China Datang Group and its associates
and joint ventures, purchases of goods and receiving of services from China
Datang Group and its associates and joint ventures (excluding property leases)

a. Pricing policies for products: The pricing policies for products are as follows:
(@)  the bidding price where the bidding process is required; or
(b)  where no bidding process is involved, the market price.

b. Pricing policies for concession operations (desulfurisation and denitrification)
services: The desulfurisation and denitrification tariffs under the concession
operation services are determined based on the government-prescribed price,
while the prices for by-products are determined based on the market price. In
respect of the auxiliary services offered to the Group by China Datang Group
under the desulfurisation and denitrification concession operations, the price
is determined in accordance with the costs of human resources in connection
with the auxiliary services and related management expenses as well as
relevant maintenance expenses for the equipment of power plants and with
reference to the industry average level.
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35. RELATED PARTY TRANSACTIONS (CONTINUED)

(a) Significant related party transactions (Continued)

(i)

(i)

Sales of goods and rendering of services to China Datang Group and its associates
and joint ventures, purchases of goods and receiving of services from China
Datang Group and its associates and joint ventures (excluding property leases)
(Continued)

C.

Pricing policies for services other than concession operations services: The
pricing policies for these kinds of services are as follows:

(@)  the bidding price where the bidding process is required; or
(b)  where no bidding process is involved, the market price.

Pricing policy for procurement of equipment: In respect of equipment
procurement from China Datang Group, in most circumstances, bidding
procedures shall apply for the determination of the price. Only in exceptional
circumstances, such as urgent purchases by the Group, bidding procedures
can be skipped by the Group where the purchase price shall be determined by
experts of the Group based on the fair market value and historical records of
the procurement price.

Financial services

Datang Finance provides loan services, deposit services and other financial services
to the Group.

Pricing policy: The pricing policies for financial services are as follows:

(a)

(b)

the interest rate for the Group's deposits with Datang Finance shall not be
lower than the equivalent deposit interest rate as provided by other financial
institutions in the PRC by reference to the benchmark interest rates published
by the People’s Bank of China (“PBOC");

the interest rate for loans granted to the Group by Datang Finance shall not
be higher than the equivalent loan interest rate as charged by other financial
institutions in the PRC by reference to the benchmark interest rates published
by the PBOC; and,

the fees charged by Datang Finance for the provision of financial services to the
Group other than deposit services and loan services shall not be higher than the
rate charged by other financial institutions in the PRC for the same or similar
type of services.
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35. RELATED PARTY TRANSACTIONS (CONTINUED)
(a) Significant related party transactions (Continued)
(i)  Financial services (Continued)

China Datang Group Capital Holding Co., Ltd. (“Datang Capital”) provides financial
leasing and commercial factoring services to the group.

Pricing Policy: Datang Capital has undertaken to provide the aforementioned financial
services to the Group based on the following pricing principles:

(@)  financial leasing service — the rent paid by the Group to Datang Capital includes
(i) procurement costs and (ii) interest. The relevant interest is determined based
on the benchmark interest rates for borrowings as implemented by the PBOC;

(b)  commercial factoring service — the comprehensive interest rate relating to the
commercial factoring services provided by Datang Capital to the Group shall be
based on fair and reasonable market pricing and normal commercial terms. In
particular, the rate shall not be higher than the interest rate level provided by
independent third parties to the Group for the same type of service during the
same period or the interest rate of the same type of service provided by Datang
Capital to third parties with the same credit rating.

The above services are provided by Datang Financial Lease and Datang Commercial
Factoring, the subsidiaries of Datang Capital, respectively.

(iii) Purchases of lease services from China Datang Group

Pricing policy: The rental for property leases is determined via negotiations between
the parties with reference to the market rental for properties with similar conditions.
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35. RELATED PARTY TRANSACTIONS (CONTINUED)
(b) Outstanding balances with related parties

Other than those disclosed elsewhere in the financial statements, the outstanding balances
with related parties at 31 December 2020 and 2019 are as follows:

2020 2019
RMB’000 RMB'000
Cash and cash equivalents
Datang Finance 1,361,014 1,478,236
Trade and bills receivables
China Datang Group 6,431,807 6,468,375
The associates and joint ventures of China Datang
Group 471,401 329,283
6,903,208 6,797,658
Prepayments, other receivables and other assets
Prepayments
China Datang Group 18,827 486,772
Other receivables
China Datang Group 63,995 144,189
The associates and joint ventures of China Datang
Group 947 -
64,942 144,189
83,769 630,961

Other non-current assets

China Datang Group 28,228 61,887
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35. RELATED PARTY TRANSACTIONS (CONTINUED)

(b) Outstanding balances with related parties (Continued)

2020 2019
RMB’000 RMB 000
Contract assets
China Datang Group 543,535 738,553
The associates and joint ventures of China Datang
Group 8,321 35,304
551,856 773,857
Interest-bearing bank borrowings and other loans
(other than lease liabilities)
Datang Finance 20,500 356,300
Datang Financial Lease 369,305 394,005
Datang Commercial Factoring 70,000 70,000
459,805 820,305
Trade and bills payables
China Datang Group 1,297,813 706,389
The associates and joint ventures of China Datang
Group 55,418 99
1,353,231 706,488
Other payables and accruals
China Datang Group 625,295 810,502
The associates and joint ventures of
China Datang Group 8,257 472

633,552 810,974
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35. RELATED PARTY TRANSACTIONS (CONTINUED)

(c)

(d)

Transactions with other government-related entities in the PRC

The Group operates in an economic regime currently dominated by entities directly or
indirectly controlled, jointly controlled or significantly influenced by the PRC government and
numerous government authorities and agencies (collectively referred to as “government-
related entities”). China Datang, the parent and ultimate holding company of the Company,
is a PRC state-owned enterprise and these government-related entities are also considered
the related parties of the Group in this respect.

Apart from the transactions with China Datang Group mentioned above, the Group also
conducts some business activities with other government-related entities in the ordinary
course of business. These transactions are carried out on terms similar to those that would
be entered into with non-government-related entities.

The Group prices its services and products based on commercial negotiations. The Group
has also established its approval process for the sale of goods, provision of services,
purchase of products and receiving of services and its financing policy for borrowings. Such
approval process and financing policy do not depend on whether the counterparties are
government-related entities or not.

Having considered the possibility for transactions to be impacted by related party
relationships, the Group's approval processes and financing policy, and what information
would be necessary for an understanding of the potential effect of the relationship on the
consolidated financial statements, the Directors are of the opinion that further information
about the following transactions that are collectively significant is required for disclosure:

- Deposits and borrowings

Except for the cash and cash equivalents deposited in Datang Finance and Wing
Lung Bank in Hong Kong, the Group deposits most of its cash in government-related
financial institutions, and also obtains short-term and long-term loans from these
financial institutions in the ordinary course of business. The interest rates of the bank
deposits and loans are regulated by the PBOC.

Compensation of key management personnel of the Group

2020 2019

RMB’000 RMB 000

Short term employee benefits 6,100 6,011

Post-employment benefits 437 490
Total compensation paid to key management

personnel 6,537 6,501

Further details of directors’ and supervisors’ emoluments are included in note 9 to the
financial statements.
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35. RELATED PARTY TRANSACTIONS (CONTINUED)
(e) Property leases

As a lessee, the Group leases buildings for desulfurisation and denitrification facilities
from Datang Financial Lease and some power plants from the China Datang Group, with a
general lease term of 20 years. The related right-of-use assets and lease liabilities, payment
of lease liabilities as at the end of the reporting period and the related expenses recognised
during the year are as follows.

2020 2019

RMB’000 RMB'000

Right-of-use assets 308,214 333,168
Lease liabilities 318,255 338,497
2020 2019

RMB’000 RMB'000

Depreciation charge 23,714 23,895
Interest expense 13,606 14,438

Payments 34,394 34,320
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36. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of the Group’s financial instruments as at the end
of the reporting period are as follows:

31 December 2020 31 December 2019
Financial Financial
assets at assets at
fair value fair value
Financial through other Financial  through other
assets at comprehensive assets at  comprehensive
Financial assets amortised cost income Total amortised cost income Total

RMB'000 RMB'000 RMB'000 RMB000 RMB 000 RMB 000

Equity investments designated
at fair value through other

comprehensive income - 28,914 28,914 - 7,658 7,658
Financial assets included in other

non-current assets 9,253 - 9,253 56,819 - 56,819
Trade and bills receivables 7,659,855 968,588 8,628,443 7,798,298 742,945 8,541,243
Financial assets included in

prepayments, other receivables

and other assets 112,126 - 112,126 204,857 - 204,857
Restricted cash 67,721 - 67,721 42179 - 42179
Cash and cash equivalents 1,531,739 - 1,531,739 1,580,367 - 1,580,367

9,380,700 997,502 10,378,202 9,682,520 750,603 10,433,123

31 December

2020 2019

Financial Financial

liabilities at liabilities at

Financial liabilities amortised cost amortised cost
RMB’000 RMB 000

Trade and bills payables 4,904,475 4,989,275
Financial liabilities included in other payables and accruals 1,384,583 1,297,209

Interest-bearing bank borrowings and other loans 6,070,889 7,045,878
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37.

FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS
Fair value

The carrying amounts and fair values of the Group’s financial instruments, other than those with
carrying amounts that reasonably approximate to fair values and those carried at fair value, are as
follows:

Carrying amounts Fair values
2020 2019 2020 2019
RMB’000 RMB’000 RMB’000 RMB'000

Financial assets
Financial assets included in other
non-current assets 9,253 56,819 8,807 55,337

Financial liabilities
Long term interest-bearing bank
borrowings and other loans (other
than lease liabilities) (note 28) 2,591,061 3,011,783 2,568,420 2,977,534

Management has assessed that the fair values of cash and cash equivalents, restricted cash,
trade and bills receivables, financial assets included in prepayments, other receivables and other
assets, trade and bills payables, financial liabilities included in other payables and accruals, and the
current portion of interest-bearing bank borrowings and other loans, approximate to their carrying
amounts largely due to the short term maturities of these instruments.

The Group's corporate finance team headed by the finance manager is responsible for determining
the policies and procedures for the fair value disclosure of financial instruments. The corporate
finance team reports directly to management. As at 31 December 2020 and 2019, the corporate
finance team analysed the movements in the values of financial instruments and determined the
major inputs applied in the valuation. The valuation was reviewed and approved by management.

The fair values of the financial assets and liabilities are included at the amount at which the
instrument could be exchanged in a current transaction between willing parties, other than in a
forced or liquidation sale. The following methods and assumptions were used to estimate the fair
values:

° The fair values of the financial assets included in other non-current assets have been
calculated by discounting the expected future cash flows using rates currently available for
instruments with similar terms, credit risk and remaining maturities.

° The fair values of the non-current portion of long term interest-bearing bank borrowings and
other loans (other than lease liabilities) have been calculated by discounting the expected
future cash flows using rates currently available for instruments with similar terms, credit
risk and remaining maturities. The changes in fair values as a result of the Group’s own non-
performance risks for interest-bearing bank borrowings and other loans as at 31 December
2020 and 2019 were assessed to be insignificant.
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37. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS
(CONTINUED)

Fair value (Continued)

o The fair values of the bills receivables which are measured at fair value through other
comprehensive income have been calculated by discounting the expected future cash flows
using the one-year bank loan interest rate published by the People's Bank of China.

o The fair values of the unlisted equity investments designated at fair value through other
comprehensive income have been measured based on valuation multiples of enterprise
value ("EV") to sales (“"EV/sales"”) multiple, adjusted by a discount for lack of marketability.
The discount for lack of marketability represents the amounts of premiums and discounts
determined by the Group that market participants would take into account when pricing the
investments.

Set out below is a summary of significant unobservable inputs to the valuation of financial
instruments together with a quantitative sensitivity analysis as at 31 December 2020 and 2019:

Valuation Sensitivity of fair value
technique Significant unobservable input  Input to the input
Unlisted equity investments  Valuation multiples ~ Average EV/SALES multiple of 2020: 4.0x 10% (2019: 10%)
peers (2019: 2.8x) increase/decrease in

multiple would result
in increase/decrease
in fair value by 6%

(2019: 4%)
Discount for lack of marketability ~ 2020: 25% 10% (2019: 10%)
(2019: 25%) increase/decrease in

discount would result
in decreasefincrease
in fair value by 3%
(2019: 3%)
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37. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS
(CONTINUED)
Fair value hierarchy

The following tables illustrate the fair value measurement hierarchy of the Group’s financial
instruments:

Assets measured at fair value

Fair value measurement using
Quoted prices Significant Significant

in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB'000 RMB'000 RMB’000 RMB’'000
As at 31 December 2020
Equity investments designated at fair
value through other comprehensive
income - - 28,914 28,914
Trade and bills receivables - 968,588 - 968,588
As at 31 December 2019
Equity investments designated at fair
value through other comprehensive
income - - 7,658 7,658
Trade and bills receivables - 742,945 - 742 945

The movements in fair value measurements within Level 3 during the year are as follows:

2020 2019
RMB’000 RMB'000
Equity investments at fair value through other comprehensive
income — unlisted:
At 1 January 7,658 7,171
Total gains recognised in other comprehensive income 1,256 487
, 20,000 '

Addition




Notes to Financial Statements (Continued)
31 December 2020

37. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS
(CONTINUED)
Fair value hierarchy (Continued)
Assets for which fair values are disclosed

Fair value measurement using
Quoted prices Significant Significant

in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB'000 RMB'000 RMB’000 RMB’'000
As at 31 December 2020
Financial assets included in other non-
current assets - 8,807 - 8,807
As at 31 December 2019
Financial assets included in other non-
current assets - 55,337 - 55,337
Liabilities for which fair values are disclosed
Fair value measurement using
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB000 RMB000 RMB’000 RMB’'000
As at 31 December 2020
Long term interest-bearing bank
borrowings and other loans(other than
lease liabilities) - 2,568,420 - 2,568,420

As at 31 December 2019
Long term interest-bearing bank
bo i f (o




e

Notes to Financial Statements (Continued)
31 December 2020

38.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise interest-bearing bank borrowings and other
loans, and cash and cash equivalents. The main purpose of these financial instruments is to raise
finance for the Group's operations. The Group has various other financial assets and liabilities such
as trade and bills receivables and trade and bills payables, which arise directly from its operations.

The main risks arising from the Group's financial instruments are interest rate risk, foreign
currency risk, credit risk and liquidity risk. Generally, the senior management of the Company
meets regularly to analyse and formulate measures to manage the Group's exposure to these
risks. As the Group’s exposure to these risks is kept to a minimum, the Group has not used
any derivatives and other instruments for hedging purposes. The Group does not hold or issue
derivative financial instruments for trading purposes. The management of the Company reviews
and agrees policies for managing each of these risks and they are summarised below :

(a) Interest rate risk

The Group’s exposure to the risk of changes in market interest rates relates primarily to the
Group's long term debt obligations with floating interest rates.

The Group regularly reviews and monitors the mix of fixed and floating interest rate
borrowings in order to manage its interest rate risk. The Group’s interest-bearing bank
borrowings and other loans, restricted cash, and cash and cash equivalents are stated
at amortised cost and not revalued on a periodic basis. Floating rate interest income and
expenses are credited/charged to profit or loss as earned/incurred.

As at 31 December 2020, if there had been a general increase/decrease in the market
interest rates by 10 basis points, with all other variables held constant, the Group’s
consolidated pre-tax profit would have decreased/increased by approximately RMB1,641,000
(31 December 2019: RMB3,507,000) and there had been no impact on other components
of the consolidated equity, except for retained profits, of the Group. The estimated 10 basis
points, increase or decrease represents management’'s assessment of a reasonably possible
change in market interest rates over the period until the next annual year end.
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

(b)

(c)

Foreign currency risk

Foreign currency risk primarily arises from certain significant foreign currency deposits,
trade receivables, and trade payables denominated in United States Dollars (“USD") and
Hong Kong Dollars (“HKD"). The treasury management department of the Group closely
monitors the international foreign currency market on the change of exchange rates and
takes this into consideration when depositing foreign currency deposits and borrowing
loans. As at 31 December 2020, the Group had significant exposures to USD.

The Group has transactional currency exposures which arise from sales or purchases by
operating units in currencies other than the units' functional currencies. The exposure was
insignificant for the years ended 31 December 2020 and 31 December 2019.

Increase/
Increase/ (decrease) Increase/
(decrease) in profit after (decrease)
in rate tax in equity
% RMB’000 RMB’000
2020
If RMB weakens against USD 5 7,297 7,297
If RMB strengthens against USD (5) (7,297) (7,297)
2019
If RMB weakens against USD 5 7,795 7,795
If RMB strengthens against USD (5) (7,795) (7,795)
Credit risk

The Group's exposure to credit risk is influenced mainly by the individual characteristics
of each customer rather than the industry or country in which the customers operate
and therefore significant concentrations of credit risk primarily arise when the Group has
significant exposure to individual customers. At the end of the reporting period, 71% (2019:
73%) of the total trade and bills receivables, financial assets included in prepayments, other
receivables and other assets, and contract assets were due from China Datang Group, the
Group's largest customer. As the Group’s major customers are China Datang’s subsidiaries
or other state-owned enterprises, the Group believes that they are reliable and of high credit
quality, and hence, there is no significant credit risk with these customers. It is the Group’s
policy that all customers who wish to trade on credit terms are subject to credit verification
procedures. In addition, receivable balances are monitored on an ongoing basis and the
Group’s exposure to bad debts is not significant. The senior management of the Company
keeps reviewing and assessing the creditworthiness of the Group’s existing customers on
an ongoing basis.
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
(c) Credit risk (Continued)
Maximum exposure and year-end staging
The tables below show the credit quality and the maximum exposure to credit risk based
on the Group's credit policy, which is mainly based on past due information unless other
information is available without undue cost or effort, and year-end staging classification as

at 31 December. The amounts presented are gross carrying amounts for financial assets.

As at 31 December 2020

12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3  approach Total

RMB’000 RMB000 RMB000 RMB'000 RMB’000

Contract assets* -
Trade and bills receivables* 968,588 -
Financial assets included in

prepayments, other receivables

and other assets

741,369 741,369
7,932,517 8,901,105

— Normal** 112,126 - - - 112,126
- Doubtful** - - - - -
Restricted cash
- Not yet past due 67,727 - - - 67,727
Cash and cash equivalents
- Not yet past due 1,531,739 - - - 1,531,739
2,680,180 - - 8,673,886 11,354,066
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
(c) Credit risk (Continued)
Maximum exposure and year-end staging (Continued)

As at 31 December 2019

12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total

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

Contract assets* - - - 889,309 889,309
Trade and bills receivables* 742,945 - - 8,033,142 8,776,087
Financial assets included in

prepayments, other receivables

and other assets

— Normal** 204,857 - - - 204,857
- Doubtful** - - - - -
Restricted cash
- Not yet past due 42,179 - - - 42,179
Cash and cash equivalents
- Not yet past due 1,580,367 - - - 1,580,367
2,570,348 - - 8,922,451 11,492,799

For contract assets and trade receivables to which the Group applies the simplified approach for
impairment, information based on the provision matrix is disclosed in notes 21 and 22 to the financial
statements, respectively.

*x The credit quality of the financial assets included in prepayments, other receivables and other assets is
considered to be “normal” when they are not past due and there is no information indicating that the
financial assets had a significant increase in credit risk since initial recognition. Otherwise, the credit quality
of the financial assets is considered to be “doubtful”.

Further quantitative data in respect of the Group’s exposure to credit risk arising from trade
receivables are disclosed in note 22 to the financial statements.
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
(d) Liquidity risk

The liquidity of the Group is primarily dependent on its ability to maintain adequate cash
inflows from operations to meet its debt obligations as they fall due, and its ability to obtain
external financing to meet its committed future capital expenditure.

The maturity profile of the Group’s financial liabilities as at 31 December 2020 and 2019,
based on the contractual undiscounted payments, is as follows:

31 December 2020

Within 1to 2to More than
1 year 2 years 5 years 5 years Total
RMB’000 RMB'000 RMB000 RMB000 RMB’000

Lease liabilities 33,938 33,938 101,815 298,455 468,146
Trade and bills payables 4,904,475 - - - 4,904,475
Financial liabilities included in

other payables and accruals 1,384,583 - - - 1,384,583

Short term interest-bearing bank

borrowings and other loans

(excluding lease liabilities) 3,160,145 - - - 3,160,145
Long term interest-bearing bank

borrowings and other loans

(excluding lease liabilities) 262,572 711,544 2,075,320 103,021 3,152,457

9,745,713 745,482 2,177,135 401,476 13,069,806

31 December 2019

Within 1to 2to  More than
1 year 2 years 5 years 5 years Total
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

Lease liabilities 34,165 34,165 102,494 300,825 471,649
Trade and bills payables 4,989,275 - - - 4,989,275
Financial liabilities included in

other payables and accruals 1,297,209 - - - 1,297,209

Short term interest-bearing
“bank borrowings and other
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
(e) Capital management

The Group's primary objectives for managing capital are to safeguard the Group's ability
to continue as a going concern and to maintain healthy capital ratio in order to support its
business and maximise shareholders’ value.

The Group sets the amount of capital in proportion to risk. The Group manages its capital
structure and makes adjustments to it in light of changes in economic conditions and
the risk characteristics of the underlying assets. In order to maintain or adjust the capital
structure, the Group may adjust the amount of dividends paid to shareholders, return capital
to shareholders, issue new shares or sell assets to reduce debts. No change was made
in the objectives, policies or processes for managing capital during the years ended 31
December 2020 and 2019.

The Group monitors capital using a gearing ratio, which is net debt divided by the capital
plus net debt. Net debt includes trade and bills payables, other payables and accruals and
interest-bearing bank borrowings and other loans, less cash and cash equivalents, restricted
cash. Capital includes the equity attributable to owners of the parent and non-controlling
interests stated in the consolidated statement of financial position.

The Group's strategy is to maintain the gearing ratio at a healthy capital level in order to
support its businesses. The principal strategies adopted by the Group include, but are not
limited to, reviewing future cash flow requirements and the ability to meet debt repayment
schedules when they fall due, maintaining a reasonable level of available banking facilities
and adjusting investment plans and financing plans, if necessary. The gearing ratios as at
the end of the reporting periods were as follows:

2020 2019

RMB’000 RMB'000

Trade and bills payables (note 25) 4,904,475 4,989,275
Other payables and accruals (note 26) 1,789,559 1,852,722
Interest-bearing bank borrowings and other loans (note 28) 6,070,889 7,045,878
Less: cash and cash equivalents (note 24) (1,531,739) (1,580,367)
Less: restricted cash (note 24) (67,727) (42,179)
Net debt 11,165,457 12,265,329
Total equity 7,339,278 7,233,881
Capital and net debt 18,504,735 19,499,210

Gearing ratio 60% 63%
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39. EVENTS AFTER THE REPORTING PERIOD

On 26 March 2021, the Board of Directors proposed to distribute the final dividend for the year
ended 31 December 2020 of RMB0.0446 per share (before tax) of the Company in cash to the
shareholders. The proposal is subject to the approval of the shareholders at the 2020 annual
general meeting of the Company.

Apart from above, as of the report date, the Group had no other significant events after the
reporting period that needs to be disclosed.

40. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

Information about the statement of financial position of the Company is as follows:

2020 2019
RMB’000 RMB'000
NON-CURRENT ASSETS
Property, plant and equipment 5,960,730 6,212,432
Intangible assets 169,993 128,385
Right-of-use assets 315,578 322,056
Equity investments designated at fair value through other
comprehensive income 28,914 7,658
Investments in subsidiaries 687,810 687,810
Deferred tax assets 33,521 31,5630
Other non-current assets 639,363 433,758
Total non-current assets 7,835,909 7,823,629
CURRENT ASSETS
Inventories 64,444 52,019
Contract assets 197,808 424,396
Trade and bills receivables 5,308,399 5,209,428
Prepayments, other receivables and other assets 1,166,938 1,168,571
Restricted cash 6,140 1,014
Cash and cash equivalents 1,086,585 1,228,683

Total current assets 7,830,314 8,084,111
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40. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (CONTINUED)

2020 2019

RMB’000 RMB’'000
CURRENT LIABILITIES
Trade and bills payables 2,295,747 2,055,238
Other payables and accruals 1,597,938 1,060,344
Provisions 4,500 -
Interest-bearing bank borrowings 1,944,393 3,106,391
Income tax payable 31,200 -
Total current liabilities 5,873,778 6,221,973
NET CURRENT ASSETS 1,956,536 1,862,138
TOTAL ASSETS LESS CURRENT LIABILITIES 9,792,445 9,685,767
NON-CURRENT LIABILITIES
Interest-bearing bank borrowings 2,724,372 2,900,672
Other non-current liabilities 22,487 21,966
Total non-current liabilities 2,746,859 2,922,638
Net assets 7,045,586 6,763,129
EQUITY
Share capital 2,967,542 2,967,542
Reserves (Note) 4,078,044 3,795,587

Total equity 7,045,586 6,763,129
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40. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (CONTINUED)
Note:

A summary of the Company’s reserves is as follows:

Statutory
Capital surplus Fair value Retained
reserve reserve reserve profits Total

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

As at 1 January 2019 1,299,413 350,104 1,846 2,288,164 3,939,627
Total comprehensive income - - 414 182,076 182,490
Appropriation to statutory surplus reserve - 18,208 - (18,208) -
Dividends declared to owners of the parent — — — (326,430) (326,430)
As at 31 December 2019 1,299,413 368,312 2,260 2,125,602 3,795,587
As at 1 January 2020 1,299,413 368,312 2,260 2,125,602 3,795,587
Total comprehensive income - - 1,067 381,693 382,760
Appropriation to statutory surplus reserve - 38,169 - (38,169) -
Dividends declared to owners of the parent - - - (100,303) (100,303)
As at 31 December 2020 1,299,413 406,481 3,327 2,368,823 4,078,044

41. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors on 26
March 2021.




“2020 AGM”

“Articles of Association”

“Board”

“China Datang”

“China Datang Group”

“Company”

“Controlling Shareholder”

"CSRC”

“Datang Finance”

“Datang Huayin”

“Datang Renewable”

Denition and Glossary of Terms

the annual general meeting of the Company for the year of 2020, to be
held at 3:30 p.m. on Friday, 4 June 2021 at No. 120 Zizhuyuan Road,
Haidian District, Beijing, the PRC

the articles of association of the Company, as amended on 27 June
2019

the board of Directors of the Company

China Datang Corporation Ltd. (FERAXEE£E AR A7), a state-owned
enterprise established on 9 April 2003 in accordance with the PRC
laws and the Controlling Shareholder and a promoter of the Company

China Datang and its subsidiaries (excluding the Group)

Datang Environment Industry Group Co., Ltd. (KEREEZEE KD
BR/AF]) was converted to a joint stock limited company on 26 June
2015, unless otherwise stated, including its predecessor China Datang
Corporation Environment Technology Co., Ltd. (PR AKEEBERER
fiTABR AR (a limited liability company established on 25 July 2011
pursuant to the PRC law and was renamed to Datang Technology
Industry Co., Ltd. (KERHIEZXBRAF]) in September 2013 and
further to Datang Technology Industry Group Co., Ltd. (KERIE %%
EHBBR2AR]) in December 2013)

has the meaning ascribed under the Listing Rules, and in this annual
report, refers to the controlling shareholder of the Company, China
Datang

China Securities Regulatory Commission (FRESEEEELZEE),
a regulator responsible for supervising and regulating the Chinese
securities market

China Datang Finance Co., Ltd. (FEIKEEBHEER A F), a
company incorporated in the PRC with limited liability, and a non-
wholly owned subsidiary of China Datang

Datang Huayin Electric Power Co., Ltd. (KEFEREEHIRHDER A
7)), a joint stock limited company established on 22 March 1993 in
accordance with the PRC laws and a subsidiary of China Datang,
which is listed on the Shanghai Stock Exchange (stock code: 600744)

China Datang Corporation Renewable Power Co., Ltd. (FERAEEE
R AR AR, a joint stock limited company established on 23
September 2004 in accordance with the PRC laws and a subsidiary
of China Datang, which is listed on the Main Board of the Stock
Exchange (stock code: 1798)
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Denition and Glossary of Terms (Continued)

“Director(s)”

"

“Domestic Share(s)

"EMC”

"EPC”

[ZT]

“Group”, “our Group”,
“we” or "us”

“H Share(s)”

"Joint Company Secretary” or
“Joint Company Secretaries”

"|atest Practicable Date”

“Listing”
“Listing Rules”
“Model Code”

“Nanjing Environmental
Protection”

“"PBOC" or "People’s Bank of
China”

"PRC"
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the director(s) of the Company

ordinary shares in the Company’s share capital, with a nominal value
of RMB1.00 each, which are subscribed for and paid up in RMB

a business model that the energy conservation companies provide
energy-conservation services to customers according to the energy
conservation service contracts entered into with customers, and
recover the investment and gain profit from the energy efficiency
achieved upon the completion of energy conservation facilities
refurbishment

contracting arrangement whereby the contractor is commissioned
by the customer to carry out works, such as design, procurement,
construction and trial operations, either through the contractor’s
own employees or by subcontracting part or all of the works, and
be responsible for the quality, safety, timely delivery and cost of the

project

the Company and all or any of our subsidiaries (as the context so
requires)

overseas listed foreign shares in our ordinary share capital with a
nominal value of RMB1.00 each, subscribed for and traded in Hong
Kong dollars and listed and traded on the Stock Exchange

joint company secretary/secretaries of the Company

13 April 2021, being the latest practicable date prior to the printing of
this annual report for ascertaining certain information contained in this
annual report

listing of our H Shares on the Main Board of the Stock Exchange
Rules Governing the Listing of Securities on the Stock Exchange
Model Code for Securities Transactions by Directors of Listed Issuers
Datang Nanjing Environmental Protection Technology Co., Ltd. (KE®
RIRAEBREREEAF), a limited liability company established on 14
December 2011 in accordance with the PRC laws and a subsidiary of
the Company

the People’s Bank of China

the People’s Republic of China, unless it has specifically specified, it

excludes Hong Kong Special Administrative Region, Macau Special
Administrative Region and Taiwan



“Prospectus”

“Reporting Period”
“RMB"

"SASAC”

“Senior Management”
IISFCII

"SFO"

“Shareholder(s)”

“Share(s)”

“Stock Exchange”

“Supervisor(s)"” or
“Supervisory Committee”

u % "

Denition and Glossary of Terms (Continued)

the prospectus of the Company dated 3 November 2016 with
respect to the listing of the Company on the Main Board of the Stock
Exchange

the year ended 31 December 2020

Renminbi, the current lawful currency of the PRC

State-owned Assets Supervision and Administration Commission of
the State Council of the PRC (FHIEBEEEEEEETELZE®),
responsible for the management of state assets

senior management of the Company

the Securities and Futures Commission

the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong), as amended, supplemented or otherwise modified from
time to time

holder(s) of the Share(s)

ordinary share(s) with nominal value of RMB1.00 each in the share
capital of the Company, composed of the Domestic Shares and H
Shares

The Stock Exchange of Hong Kong Limited

supervisor(s) or supervisory committee of the Company

per cent

Datang Environment Industry Group Co., Ltd.*
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