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CHAIRMAN’S
STATEMENT

Dear Shareholders,

In 2020, China achieved significant results in coordinating the prevention and control of the pandemic and the economic
and social development. The building of a new development landscape was accelerated and high-quality development
was further implemented. The PRC is the first among the world’s major economies to achieve positive economic growth
in 2020, with gross domestic product reaching a new high of RMB100 trillion.

As the PRC’s economy continues to grow and its policies gradually opening up, the nation’s heat supply industry
maintains a strong momentum of development. Demand for heat in cities and towns of the PRC continues to grow in
line with the progress of urbanisation, heat supply technology gradually integrates with actual production, heat supply
concepts gradually converge with environmental protection, and quality of heat supply is improving in tandem with
public’s access, with the overall heat supply market showing a good development trend. The development potential of
the heat supply market remains huge with a focus on such development elements such as area expansion, technological
innovation and environmental standard improvement.

Throughout the past year, the Group had always regarded its corporate mission of “leading the development of the
industry and sincerely serving the society (5/%87T¥ %R - E# R4 &) as its inner driving force, and has been fulfilling
its social responsibility as well as sincerely serving the community. At the height of the pandemic in the region, the Group
made every effort to ensure the stability of heat supply in its service area to protect and safeguard people’s work and
livelihood.

In recent years, as the nation vigorously promotes clean energy heating methods and deploys environment plans aiming
to “win the war on keeping the skies blue (¥T#E X{R&#)", the Group has actively seized the opportunity of industry
reform, actively explored clean heating models, comprehensively promoted scientific and innovative technologies, and
contributed positively to the prosperous development of the heat supply industry. From research and development of
every practical heating technology, to application and upgrade of the “smart heating network (& Z#449)”, and exploration
of the “China Clean Heating 2025 (* BI)5 /2 %42025)” model, the Group strives to drive production with technology and

reward society with blue skies.

In 2020, the Group achieved steady growth for its operating results and continued to enhance its brand value. On 3
December, the Group was awarded the “Most Valuable Listed Company for Investment (2% & EE LT AA) in the
10th China Securities Golden Bauhinia Awards (F BI5& % & 5 ##2). In the future, the Group intends to make a push for
the A-share market, with a view to enabling more investors, both domestic and overseas, to share the benefits of the
Group’s development.

In 2021, the world economy is expected to fully recover and the PRC’s economy will continue to grow steadily.
Demand for heat will continue to grow, driven by eco-environmental protection, the concept of green development and
environmental policies such as the construction of “beautiful rural areas”. The Group will continue to upgrade its smart
heating technology and deepen the concept of ultra-low emission to further enhance energy efficiency and promote the
stable and orderly development of the Group.

With the support of all Shareholders, | believe that the management team of the Company is poised to achieve better
results and create greater value for our Shareholders and society.

Liu Changchun
Chairman




3

JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

GENERAL
MANAGER’S REPORT

1.

Dear Shareholders,

In 2020, the Group fully analysed the development trend of China’s heating industry and, under the leadership of
the Board of Directors, refined the management of heating services, vigorously developed technological innovation,
continuously increased safety investment, effectively controlled the impact of the COVID-19 pandemic and achieved
steady growth in operating results.

Business Operations

As at 31 December 2020, the revenue from heat supply business amounted to RMB1,427.83 million, representing
a year-on-year increase of 48.62%. The revenue from construction, maintenance and design services amounted
to RMB469.12 million, representing a year-on-year decrease of 21.90%. Liquidity and cash flow of the Group
remained healthy.

Production Safety

The Group attaches great importance to work safety. The Group has invested RMB8.15 million in safety
production for the year, representing a year-on-year increase of 58.25%. 5 safety committee meetings and
7 production safety meetings were held; 48 safety trainings and 68 emergency drills were organized; and 22
inspections on grassroot level led by the management and 182 inspections led by the safety management
department were conducted with a potential hazard rectification rate of 100%. There were no production safety
incidents throughout the year.

Scientific and Technological Innovation

In 2020, the Group focused on strengthening the transformation of scientific and technological achievements
and continued to strengthen the upgrading of the smart heating network system by enhancing the innovation
capability of the Group, and is currently focusing on two research and development projects, namely the “Smart
Heating Network System (& Z & % 4%)” and the “3D Pipeline System (Z# & 4R Z#t)”. The Group had obtained
a total of 20 invention patents, utility model patents and appearance patents issued by the National Intellectual
Property Administration and 63 computer software copyright certificates issued by the National Copyright
Administration during the year.

Cost Control

The Group has adopted aggressive and effective cost control measures to improve the optimisation level of cost
management. Through the monitoring and management of the annual operating plan, costs, including production
costs, procurement costs and labor costs, were effectively controlled. In 2020, the inspection and maintenance
work for a total of 13,900 heat-supply facilities and the repair and renovation work of primary distribution pipelines
of 3.6 km were conducted. Meanwhile, the improvement of internal management and training together with the
application of innovative technologies such as the “Smart Heating and Energy Saving Monitoring Platform (&2

ZVEIREESIEF &) have effectively enhanced employee productivity and further reduced labor costs.

Merger and Acquisition

In 2020, the Group successfully completed two major acquisitions in line with its corporate development plan: the
acquisition of 50% equity interest in Xixing Energy and the acquisition of 100% equity interest in Yatai Heating.
Upon completion of the acquisitions, Xixing Energy and Yatai Heating became wholly-owned subsidiaries of the
Group, enabling the Group to rapidly expand the scale of its principal business, increasing its heating area to
60.2 million sq.m. which represented an increase of 52.41%, increasing its heat supply customers to 505,788
households which represented an increase of 57.89%, and significantly enhance its overall corporate strength
and brand influence.

User Services

The Group has always adhered to the concept of comfortable heating and implemented a grid-based
management model for the heat service areas to further enhance the quality and efficiency of heating services.
As at the end of 2020, a total of 886 WeChat heat supply service accounts were created, covering approximately
212,500 users. Moreover, the Group proactively carried out home visit activities and visited over 300,000
household users throughout the year. The combination of online and offline channels has enhanced service
quality with an overall decrease in user complaint rate by 18.8%, which indicates a significant improvement in
society’s recognition.

~

J
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7. Construction, Maintenance and Design Services

In recent years, our nation’s fixed asset investment has gradually shifted its focus towards municipal
infrastructure construction, and infrastructure construction have been steadily increasing for public service
industries. By leveraging on this opportunity, the Group’s construction, maintenance and design services
business shall grew steadily in 2020. In addition to the overall closeout of works related to the “three supplies
and property management (=f£—%)” projects, the Group actively competed in the market and was awarded a
number of municipal projects on heat supply maintenance and renovation and heat pipeline relocation, which
helped enhance our project management level and brand image while generating revenue for the Group. The
Group’s design business has made breakthroughs in enhancing its corporate strength and obtained the Grade A
Qualification Certificate of Professional Engineering Design for Municipal Industries (Thermal Engineering) (T
T¥ (BNTIR) SETERTEEFRLFEE) issued by the Ministry of Housing and Urban-Rural Development of
the People’s Republic of China in September 2020.

The PRC achieved excellent results in the prevention and control of the COVID-19 pandemic which created a
good opportunity for Chinese companies to grow. In 2021, the Group will keep up with the development of our
nation, study our nation’s policies and regulations, seize the opportunity of clean energy development, promote
the development of smart heating and contribute to the PRC’s goal of achieving “carbon neutrality”.

Yang Zhongshi
General Manager J
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CORPORATE
PROFILE

Jilin Province Chuncheng Heating Company Limited* (FHM&BEHME S HBR /A F]) was established on 23 October
2017 and the H Shares of which were listed on the Hong Kong Stock Exchange on 24 October 2019 (stock code:
1853). Located at Changchun City, Jilin Province, the Company is engaged in the provision of heat supply services for
approximately 500,000 residential and non-residential users in Changchun. As at the reporting period, the heat service
area of the Group was approximately 60.2 million sq.m..

The Group has more than 20 years of operating history in the provision of heat supply services and has established
a leading position in the industry. We mainly transmit heat to the main municipal areas in Changchun using
the cogeneration technology, the best heat supply mode in the industry which is energy-saving, efficient and
environmentally-friendly.

As of the reporting date, the Group has 10 wholly-owned subsidiaries that engage not only in the heat supply business,
but also the provision of construction, maintenance and design services. Leveraging on our high level of qualifications and
industry permits, we have extended the coverage of our engineering construction, equipment maintenance and repair and
engineering design businesses to most areas in northeast China, gaining a relatively high market share.

~
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a N

Combined Income Statement

For the year ended 31 December
2020 2019 2018 2017 2016
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

Revenue 1,896,949 1,561,415 1,440,159 1,108,373 848,431
Gross profit 301,470 287,169 224,674 188,008 120.874
Profit before tax 204,436 180,304 139,283 115,219 99,598
Income tax expense (39,220) (46,333) (36,606) (29,387) (26,804)
Profit for the year 165,217 133,971 102,677 85,832 72,794

Combined Statement of Financial Position

As at 31 December
2020 2019 2018 2017 2016
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

Total non-current assets 1,353,607 1,624,382 1,028,460 1,366,909 1,250,231
Total current assets 1,876,760 1,800,061 1,187,799 1,290,190 1,245,839
Total current liabilities 2,223,228 1,991,877 1,178,551 1,649,596 1,386,105
Total assets less current liabilities 1,007,139 1,432,566 1,037,708 1,007,503 1,109,965
Total non-current liabilities 128,994 168,139 535,392 714,774 666,487
Net assets 878,145 1,264,427 502,316 292,729 443,478
Notes:

1. The summary of the consolidated results and financial position of the Group for the year ended 31 December 2016, 2017 and

2018 are extracted from the prospectus of the Company dated 27 September 2019 (the “Prospectus”).

2. The accounting standard has been changed from IFRS to ASBE pursuant to the Company’s announcement dated 22 December
2020 and circular dated 15 January 2021. The financial information for the year ended 31 December 2016, 2017 and 2018
were prepared under IFRS while the financial information for the year ended 31 December 2019 and 2020 were prepared under
ASBE.
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MANAGEMENT
DISCUSSION AND ANALYSIS

INDUSTRY OVERVIEW

In recent years, with the rapid growth of China’s urbanization rate, as well as the driving force of economic
development, the central heat service industry has always maintained a growing trend, with the coverage of heat
service area and the quality of heating service both improving significantly. The heat supply industry still has huge
room for development in the future.

According to industry data, the total urban central heat service area in China increased from 6.72 billion sq.m. in
2015 to 9.25 billion sq.m. in 2019, representing a compound annual growth rate of 8.32%. The total urban central
heat service area in the northeast region increased from 2.15 billion sq.m. in 2015 to 2.63 billion sq.m. in 2019,
representing a compound annual growth rate of 5.17%.

Urban heat supply can be divided into cogeneration, coal/gas-fired boilers, industrial waste heat, heat pumps
and other heat sources (such as geothermal energy and solar energy) based on supply sources. Due to
increasing concerns over thermal efficiency and pollutant emission level, heat supply methods that are efficient
and environmentally friendly such as cogeneration and industrial waste heat have been strongly promoted in
recent decades, which has not only accelerated the development of the Group’s heat supply business, but also
effectively driven the growth of its construction, maintenance and design businesses.

The National Energy Administration of the PRC strongly advocates the use of a variety of renewable energy
sources for heating purposes in northern China, adhering to the development concepts of “prioritising ecological
conservation and boosting green development (“EREEE - 4k 2E®)”, and the use of renewable energy for
heating has become an urgent need for the PRC to adjust its energy structure, cope with climate change and to
reasonably control the total energy consumption, as well as an inevitable choice to achieve the target of utilising
non-fossil energy, building a clean and low-carbon society and achieving sustainable energy development. Policy
guidance will also help heat supply companies to gain further community support on their road to develop other
renewable energy sources for heating.

In addition, the PRC government has continued to give preferential tax incentives to heat supply companies in
northern China and exempted the value-added tax on income from heat supply fees received by heat supply
companies for supplying heat to residents, reflecting the PRC government’s utmost concern and strong support
for the heating industry, which is conducive to the sustainable operation and development of heat supply
companies.
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MANAGEMENT
DISCUSSION AND ANALYSIS

BUSINESS REVIEW

In 2020, amidst the severe challenges posed by the COVID-19 pandemic and the complex and ever-changing
domestic and international environment, the Group persisted in focusing on quality and efficiency powered by
reform and innovation, continued to enhance its overall corporate strength, increased investment in technology
research and development and broadened the channels for nurturing talents, all of which have enabled the Group
to maintain its leading position in the domestic smart heating sector. During the Reporting Period, the quality
of the Group’s heating services improved steadily while the scale of the construction, maintenance and design
services continued to expand. The Group achieved remarkable results in mergers and acquisitions within the
industry and overall operating results grew steadily compared with last year.

(1)

Heat Supply Business

As of the end of 2020, the Group was the largest heat service provider in Jilin Province. Heat supply is
our core business. Over two decades’ operating history of heat supply enabled the Group to accumulate
extensive experience in the heating industry and establish its leading position in the industry. The Group’s
heat supply business mainly adopts the clean heating model of purchasing heat from power plants
through a smart heat supply network system, which enabled us to carry out our heat supply business with
precision and efficiency.

During 2020, the scale of the Group’s heat supply business and revenue from heat supply business
increased significantly due to the successful acquisition of 50% equity interest in Xixing Energy and 100%
equity interest in Yatai Heating. As at 31 December 2020, the Group’s heat service area was 60.20 million
sq.m., representing an increase of 20.70 million sq.m. or 52.41% from 39.50 million sq.m. in 2019. As for
the number of heat supply users, as at 31 December 2020, the Group had 505,788 heat supply users,
representing an increase of 185,455 users or 57.89% from 320,333 users in 2019. As at 31 December
2020, the Group’s revenue from heat supply business was RMB1,427.83 million, representing an increase
of RMB467.13 million or 49% from RMB960.7 million in 2019.

1. The Company

Customers

Customers of our heat supply business are generally residential and non-residential users within
the Company’s heat service area. The table below sets out a breakdown of number of, and revenue
contribution by, residential and non-residential users as at 31 December 2020.

As at/for the year ended 31 December

2020 2019
% of revenue % of revenue
from heat from heat
Number of supply and Number of supply and
customers distribution customers distribution
Residential users 285,174 64.42% 285,146 66.2%
Non-residential users® 35,278 35.58% 35,187 33.8%
Total 320,452 100% 320,333 100%
Notes:
(1) The number of residential users is per household.
(2) Non-residential users include commercial users and other users which primarily include industrial users,

corporate users and underground car park.

/
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MANAGEMENT
DISCUSSION AND ANALYSIS

Heat procurement

In 2020, the Company continued its operation of clean heating through cogeneration, and provided
heat supply service covering an area of 40.27 million sq.m. in Changchun. The Company’s heat
source providers are three large cogeneration plants in Changchun, in particular, our primary
pipelines are the only primary heat supply pipelines connecting No.4 Cogeneration Plant and
No.5 Cogeneration Plant to the inner urban areas of Changchun. Through the integrated heat
distribution network and effective control under the smart heat supply network system, the heat
efficiency and safety of the Company had been further improved, and we were able to control the
distribution of heat purchased to a certain extent, thus established a lead in the heat supply market
of Changchun. Currently, the heat purchased from the cogeneration plants is able to meet all of the
Company’s needs for its heat supply business.

According to the notice issued by Changchun Municipal Development and Reform Commission on
19 October 2020, starting from the heat supply period of 2020-2021, the ex-factory price of heat
supply of the cogeneration enterprises has been adjusted to RMB36/GJ (9% VAT included). As at
31 December 2020, the total heat procurement by the Group amounted to 21.05 million GJ and
13.91 million GJ of heat was used for the Company’s heat production purpose.

Heat transmission

As at 31 December 2020, approximately 7.14 million GJ of heat procurement quota obtained from
the cogeneration plants by the Company was transferred to five heat service providers (including
Yatai Heating). We received a total heat transmission fee of RMB21.43 million, representing an
increase of 79.33% from that of 2019. Heat procured from the cogeneration plants is first used to
satisfy our own needs for heat supply.

The following table sets forth the breakdown of the usage of the Company’s heat procurement as at
31 December 2020:

As at/for the year ended
31 December

2020 2019
Estimated heat procurement quota (GJ) ™ 20,800,000 19,283,333
Heat procurement quota transferred (GJ) @ 7,141,418 5,655,926
Actual consumption (GJ)® 13,908,768 14,180,965
Total heat procured (GJ)® 21,050,186 19,836,891
Utilization rate ® 66.9% 73.5%

Heat service area (million sq.m.)® 40.27 39.50
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a N

Notes:

(1) The heat procurement quota was an estimate of the heat procurement prior to each heat supply period
based on the historical heat procurement amount.

(2) During the Reporting Period, we transferred certain portion of procured heat to five other heat service
providers. We charged heat transmission fees accordingly.

(3) Actual consumption of heat procured by us represents the aggregate amount of actual heat supply and
consumption data each month as recorded by a measuring equipment and reviewed and agreed by each
of five local cogeneration plants and us.

(4) The total heat procured was the sum of heat procurement quota transferred and the actual consumption.
Procurement of heat exceeding the estimated heat procurement quota is subject to the supplemental
agreements between the cogeneration plants and us.

(5) Utilization rate of heat procurement is calculated by dividing the actual consumption by the estimated
heat procurement quota.

(6) Gross floor areas covered by heat supply include heat service area which we fully or partially charge for

heat fees.

Smart heat supply network system

In 2020, with an emphasis on strengthening the transformation of scientific and technological
results and by focusing on improving the corporate innovation capacity, the Company continued to
strengthen the construction of smart heat supply network system and is currently working on two
research and development projects:

1. Big data system for smart heat supply

(1) Completed the vertical correlation arrangement of the data relationships between the
“energy-saving monitoring platform for smart heat supply (BS{HtHENEEEILTFR),
the “heat supply billing management system (ftZ\&EEIE X4t)” and the “customer
service management system for heat supply ((EEREFRFRBEIEZL)”; further
completed the horizontal correlation arrangement of the three systems by using user
as the linkage point; and fixed the problem of inconsistent correspondence of the

data dictionary™ through user and system matrices.

(2) Established a star schema for data exchange; and completed the co-sharing
arrangement and the mechanism definition for each system, including entry-based
planning® and memory-based planning.

(3) Built a cross-system joint® statistical analysis model that can support statistics and
presentation in any time and space domain.

(4) Implemented the Company’s desktop® display system, including: production
information, operational information, asset information and service information.
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2. 3D pipeline system

(1) Completed the construction of a GIS-based® database; and established a scheme for
core graphical symbols and vector data of the heat supply elements.

(2) Formulated mapping relations between 3D definitions, rendered definitions and data;
and completed the 3D production of subdivisions, buildings, communication pipelines
and thermal pipelines.

(3) Developed interface definitions between 3D images and various types of data;
completed predefined layers for data presentation to interaction.

Notes:

(1) Data dictionary is a database accessible by users and a catalog for application metadata.
(2) Entry means writing data safely to magnetic disks.

(3) Joint means jointly establish.

(4) Desktop means the display interface of the big data system.

(5) GIS (Geographic Information System) is a computer system for inputting, storing, checking,
analysing and displaying geographic data.

Heat supply emergency repair

The Company always upholds a philosophy of “timely emergency repair and strong protection (18
& X&EF - {RIEH 11)” and attaches great importance to the quality of heating service while always
ensuring safe and stable operation of heat supply network as a prerequisite for heat supply. During
the non-heating period, the Company has prepared a scientific summer inspection and repair
plan containing meticulous planning and a clear division of labor, coupled with mutual cooperation
and supervision between the management personnel and the repair team, all of which helped
standardize and evaluate the repair work and laid a solid foundation for the stable operation of heat
supply during the heating period. The Company has handled a total of 101 cases of emergency
repairs of all kinds this year, and has carried out such repair and maintenance in strict accordance
with the heat supply emergency repair program and procedures.

Xixing Energy

Xixing Energy is mainly engaged in heat production and supply, hot water supply, construction
of heat supply pipelines and maintenance of heat supply facilities, with a heat supply service
coverage covering Luyuan District and the Automotive Industries Development Area of Changchun.
As at 31 December 2020, Xixing Energy had a heat supply area of 3.46 million sq.m. and a total
of 30,829 users, including 27,921 residential users and 2,908 non-residential users. During 2020,
Xixing Energy’s actual heat output to its heat supply area totaled 1.10 million GJ, of which 0.61
million GJ was produced internally and 0.49 million GJ was purchased heat.
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3. Yatai Heating

Yatai Heating is a heat supply company mainly engaged in heat service business, with a focus
in cogeneration supplemented by procurement of heat from coal-fired boilers. At present, Yatai
Heating’s heat supply service covers Chaoyang District, Nanguan District, Erdao District, Luyuan
District and the Automotive Industries Development Area of Changchun.

As at 31 December 2020, Yatai Heating had a heat supply area of 16.47 million sq.m. and a total of
154,507 users, including 135,937 residential users and 18,570 non-residential users. During 2020,
Yatai Heating’s actual heat output to its heat supply area totaled 6.15 million GJ.

(2) Construction, Maintenance and Design Services

The Group’s construction, maintenance and design services cover the peripheral services business of the
heat supply industry chain. Our main services include engineering construction, engineering maintenance,
design services and electrical instrument maintenance. These services mainly cover northeast China.
For the year ended 31 December 2020, revenue generated from the Group’s construction, maintenance
and design services amounted to RMB469.12 million, representing a decrease of RMB131.58 million, or
21.9%, from RMB600.7 million in 2019.

1. Engineering construction

For the year ended 31 December 2020, revenue generated from engineering construction
amounted to RMB247.25 million, representing a decrease of RMB119.15 million, or 32.51%, from
RMB366.4 million in 2019. This was mainly due to the completion of the “Three Supplies and
Property Management (=t —2£)” projects in 2020.

In 2020, our engineering construction business was mainly focused on the following: 1) maintaining
steady development in Changchun while actively expanding the engineering projects in other cities
in Jilin Province, adopting the strategy of using multiple teams for separate follow up, focusing on
solving key and difficult issues in engineering projects; 2) accelerating the closeout of works related
to the “Three Supplies and Property Management (= #t—%)” projects of Shenyang Railway Group;
3) strengthening production safety and epidemic prevention, control and management to ensure
that no major safety incidents occur in engineering construction projects throughout the year.

2. Engineering maintenance

For the year ended 31 December 2020, revenue generated from engineering maintenance
amounted to RMB192.58 million, representing a decrease of RMB28.22 million, or 12.78%, from
RMB220.8 million in 2019. This was mainly due to a decrease in external engineering work as
compared with the previous period.

In 2020, our engineering maintenance business was mainly focused on the following: 1) expanding
the scope of heat supply projects in other cities within Jilin Province and completing the upgrade
and renovation for a number of heat supply systems, equipment and facilities with high quality,
efficient and comprehensive services. Due to the impact of the pandemic and related force majeure
events, certain external works could not be carried out and the workload was partially reduced
compared to the previous period; 2) carrying out geothermal cleaning, appliance cleaning and other
convenience services to further increase the revenue of other businesses.
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(3)

3. Design services

For the year ended 31 December 2020, revenue generated from design services amounted to
RMB17.78 million, representing an increase of RMB8.08 million, or 83.32%, from RMB9.7 million
in 2019. The was mainly due to a new customer, Yanji Heating Company, was acquired during the
period and various engineering design works were provided to this company.

In 2020, the design services business was mainly focused on the following: 1) obtaining a number
of qualification certificates: Grade B Qualification Certificate of Engineering Cost Consulting
Enterprises (T2 EiA AN E LB EDEE) issued by the Department of Housing and Urban-Rural
Development of Jilin Province, Grade B Credit Qualification Certificate of Engineering Consulting
Unit (TI2A AR LR EEEE) issued by Jilin Association of Engineering Consultants, and Grade
A Qualification Certificate of Professional Engineering Design for Municipal Industries (Thermal
Engineering) (TEfTE@E N ITR)EE TR EERRFE) issued by the Ministry of Housing and
Urban-Rural Development of the People’s Republic of China; 2) further increasing investments in
scientific and technological innovation and R&D projects, adding 4 utility model patents authorized
by the China National Intellectual Property Administration, obtaining 11 software copyrights issued
by the National Copyright Administration of the People’s Republic of China, and publishing 8
papers in National Periodicals; 3) carrying out school-enterprise cooperation with Jilin University
and Changchun Institute of Technology, adding 5 new collaboration R&D projects and using the
technological research results on smart technologies to continuously help the Group transform into
a new modern enterprise.

4. Instrument maintenance

For the year ended 31 December 2020, revenue generated from instrument maintenance amounted
to RMB2.72 million, representing an increase of RMB2.59 million, or 1,992%, from RMBO0.13 million
in 2019. The was mainly due to the acquisition of a subsidiary customer, namely Yanji Heating
Company, and two new projects in relation to installation and commissioning work and sales of
material during the period.

In 2020, the instrument maintenance business was mainly focused on the following: 1) expanding
the business of manufacturing, installation and alteration of inverter cabinets on the basis of
undertaking instrument inspection and maintenance and inverter maintenance; 2) achieving full
coverage for the instrument inspection and maintenance business in the heat supply industry
and enhancing the core competitiveness of the instrument inspection and maintenance business;
3) obtaining 13 software copyright certificates issued by the National Copyright Administration;
4) obtaining the certificate of high-tech enterprise issued by the Department of Science and
Technology of Jilin Province.

Safety Management

The Group strictly follows the safety production policy of “safety first, with focus on prevention and
implementing comprehensive management (X2 — « B RE - 436 )81E)", continues to increase its
effort in safety management, strives to improve the construction of a standardized production safety
management system and strictly implements every production safety management system. Through
the strengthening of safety education and training, supervision of production safety, investigation and
rectification of safety hazards, safety review and construction safety management, the overall safety
management level was continuously enhanced. During the Reporting Period, there were no major safety
accidents in the Group.




14

JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

MANAGEMENT
DISCUSSION AND ANALYSIS

(4)

(5)

(6)

Technology and Research and Development

In 2020, the Group established a technology research and development centre and put technological
innovation as an important strategic layout for the future development, actively explored the possibility
of in-depth integration between traditional heating model and “new infrastructure (¥73£7£)”, continuously
enhanced the important roles of information technology and digitalisation in the field of heat supply, and
successfully improved the corporate management and operation. During the year, the Group had obtained
a total of 20 invention patents, utility model patents and appearance patents issued by the National
Intellectual Property Administration and 63 computer software copyright certificates issued by the National
Copyright Administration, fully demonstrating its effort in technological innovation.

The Group has closely integrated its technological research and development with actual heat supply and
production, and has implemented a total of 14 technological research and development projects, including
the “Smart Heat Supply Network Big Data System (FEZZEAEHIEZZXL)” and the “Circulating Pump
Energy Saving Retrofit (B3R fifEERE)”, all of which have made substantial progress. As research and
development progress gradually lead to actual production, technological transformation within the heat
supply business will be promoted from different directions.

Honors and Awards

On 3 December 2020, the Group was awarded the “Most Valuable Listed Company for Investment (&
REEBE_LEMAR) in the 10th China Securities Golden Bauhinia Awards (¥ Bl %% & 5 548) and Mr. Liu
Changchun, chairman of the Group, was honoured with the “Outstanding Entrepreneur of the Year (/€ £
W ZER)" award.

Social Responsibility

The Group has always taken the corporate mission of “leading the development of the industry and
sincerely serving the society (5|%B1T%% & - R ®)” as its inner drive to push forward, taken up
social responsibility courageously and served the public with huge dedication, which helped contribute to
the progress being made in the heat supply business and the stability of the people’s livelihood.

In 2020, the Group actively served the public, helped maintain social stability and demonstrated its
responsibility as a state-owned enterprise when the COVID-19 pandemic broke out. During the pandemic,
each heat supply business segments had set up their own special team for heat supply assurance to
ensure stable heating for all social businesses.

At a time when the city’s blood inventory was unable to meet clinical demand due to the pandemic, the
Group responded positively to the call for blood donation by co-ordinating and organising a blood donation
campaign.

The Group used innovative service practices through the Internet to improve the quality of heat supply
service. In order to open up channels for users’ opinions and suggestions and to solve actual heat supply
problems, the Group has actively established 886 heat supply chat channels (one channel per small
community) to release relevant heat supply information in a timely manner and solve users’ demands in
real time.

The Group always attaches great importance to the protection of environment in the course of
its heat supply operations, adheres to the principle of sustainable development and ensures that
the level of environmental protection meets national standards by enhancing the construction of
environmentally-friendly facilities and implementing measures like rational use of resources, energy
conservation and waste treatment.
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Ill.  FINANCIAL POSITION AND OPERATING RESULTS

(1) Operating Revenue

The Group’s revenue increased by 21.49% to RMB1,896.95 million in 2020 as compared with
RMB1,561.42 million in 2019, primarily due to the increase in the Group’s heat supply business as a
result of the acquisition of Xixing Energy and Yatai Heating during 2020. (i) Revenue from heat supply
business of the Group increased by 48.62% to RMB1,427.83 million in 2020 as compared with RMB960.7
million in 2019, primarily due to the acquisition of two heat supply companies, namely Xixing Energy and
Yatai Heating, and the increase in heat supply area of the Group during the period; (ii) revenue from
construction, maintenance and design business decreased by 21.90% to RMB469.12 million in 2020 as
compared with RMB600.7 million in 2019, primarily because the Group has completed its “Three Supplies
and Property Management (=t —%)” projects in 2020, which resulted in a decrease in revenue.

The respective segment revenue of the Group is set out as follows:

Change in
2020 2019 percentage
RMB’000 RMB’000
Heat supply, of which:
— Provision and distribution of heat 1,347,567 894,540 50.64%
— Pipeline connection fee 65,560 54,233 20.89%
— Heat transmission 14,705 11,951 23.04%
Subtotal 1,427,832 960,724 48.62%
Construction, maintenance and design services,
of which:
— Engineering construction 247,253 366,412 (32.52%)
— Engineering maintenance 192,575 220,774 (12.77%)
— Design services 17,781 9,743 82.51%
— Others 11,507 3,762 205.87%
Subtotal 469,117 600,691 (21.90%)
Total 1,896,949 1,561,415 21.49%
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Operating Costs

In 2020, the Group’s cost of sales increased by 25.21% to RMB1,595.48 million as compared with
RMB1,274.2 million in 2019.

The following table sets out a breakdown of the cost of sales by business segment:

~

Change in
2020 2019 percentage
RMB’000 RMB’000
Cost of sales by business segment
Heat supply 1,181,521 761,032 55.25%
Construction, maintenance and design services 413,959 513,214 (19.34%)
Total 1,595,480 1,274,246 25.21%

Heat supply costs

Cost of sales for heat supply business primarily consists of heat procurement costs in connection with
heat procurement from local cogeneration plants, cost of purchase of coal for heat produced by coal-fired
boilers, repair and labor cost (primarily includes wages, salaries and benefits for our employees involved
in provision and distribution of heat) and utility cost.

The breakdown of cost of sales by component for the heat supply business is as follows:

Change in
2020 2019 percentage

RMB’000 RMB’000

Cost of sales for heat supply

Heat procurement cost 640,550 421,103 52.11%

Coal 37,658 -
Maintenance and repair 75,702 70,194 7.85%
Labor 146,053 84,820 72.19%
Depreciation and amortization 134,310 86,484 55.30%
Utility 71,419 53,590 33.27%
Input VAT transferred out 45,808 30,246 51.45%
Others 30,021 14,595 105.69%
Total 1,181,521 761,032 55.25%
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In 2020, the Group’s heat procurement cost increased by 52.13% to RMB640.6 million as compared with
RMB421.1 million in 2019, primarily due to (i) the unit price of heat (inclusive of tax) of No. 2 Cogeneration
Plant and No. 4 Cogeneration Plant has risen to RMB36/GJ from RMB34/GJ with an increase of RMB2/GJ
since the second half of 2020, which resulted in the increase in heat procurement cost; (ii) the acquisitions
of 50% equity interest in Xixing Energy and 100% equity interest in Yatai Heating by the Group have
increased the costs of heat procurement for Xixing Energy and Yatai Heating, which resulted in the
increase of combined heat procurement cost.

In 2020, the Group’s maintenance and repair costs increased by 7.83% to RMB75.7 million as compared
with RMB70.2 million in 2019, primarily due to the increased repair costs incurred from the acquisition of
Xixing Energy and Yatai Heating in 2020.

In 2020, the Group’s labor cost increased by 72.19% to RMB146.05 million as compared with RMB84.8
million in 2019, primarily due to the acquisition of Xixing Energy and Yatai Heating since 2020 which
resulted in an increase of staff.

In 2020, the Group’s input VAT transferred out increased by 51.7% to RMB45.81 million as compared with
RMB30.2 million in 2019, primarily due to the increase in input VAT transferred out as a result of the new
acquisition of Yatai Heating.

Costs for construction, maintenance and design services

Cost of sales for construction, maintenance and design services primarily consists of cost of materials,
labor, machinery and other costs. In 2020, the cost of sales for construction, maintenance and design
services decreased by 19.34% to RMB413.96 million as compared with RMB513.2 million in 2019. The
decrease in cost for this business was generally in line with the decrease in revenue.

Gross Profit and Gross Profit Margin

In 2020, the Group’s gross profit increased by 4.98% to RMB301.5 million as compared with RMB287.2
million in 2019. In 2020, the Group’s gross profit margin decreased by 13.64% to 15.89% as compared
with 18.4% in 2019. This was mainly due to the increase in the Company’s heat supply fee and the
year-on-year increase in maintenance expenses and labor costs as well as the decrease in construction
projects this year, thus leading to a drop in gross profit margin.

Gross profit and gross profit margin of the Group are set out as follows:

2020 2019

RMB’000 RMB’000

Operating revenue 1,896,949 1,561,415
Cost of sales 1,595,479 1,274,246
Gross profit 301,470 287,169

Gross profit margin 15.89% 18.4%
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(3)

(6)

(7)

(8)

(9)

(10)

(1)

Selling Expenses

In 2020, the Group’s selling expenses decreased by 100% to RMBO million from RMB2.42 million in 2019,
primarily due to the absence of advertising expenses related to marketing activities during the year.

Administrative Expenses

In 2020, the Group’s administrative expenses increased by 19.36% to RMB121.12 million as compared
with RMB101.48 million in 2019, primarily due to the increase in wages for management personnel during
the year.

Finance Costs

In 2020, the Group’s finance costs decreased by 191.11% to RMB-3.93 million as compared with
RMB-1.35 million in 2019, primarily due to the increase in interest income for the Group in 2020.

Income Tax Expense

In 2020, the Group’s income tax expense decreased by 15.35% to RMB39.22 million as compared with
RMB46.33 million in 2019, mainly due to the decrease in taxable income as calculated in accordance with
the Enterprise Income Tax Law and its relevant regulations.

Profit for the Year

In 2020, the Group’s profit increased by 23.32% to RMB165.22 million as compared with RMB133.97
million in 2019. The increase was mainly due to the increase in profit of the newly established
subsidiaries.

Liquidity and Capital Resources

The Group’s cash and cash equivalents increased by 4.64% to RMB732.4 million as at 31 December
2020, as compared with the balance of RMB699.9 million as at 31 December 2019, which was primarily
due to (i) the increase in operating revenue of the Company by 22%, the net cash inflow from operating
activities of RMB416.8 million; (ii) the combined outflow from investing activities and financing activities
of RMB133.9 million. The main sources of the Group’s operating capital were from (i) unutilised bank
facilities of RMB500 million as at 31 December 2020; (ii) cash and cash equivalents of approximately
RMB732.4 million as at 31 December 2020. In December 2020, the Group acquired 100% equity interest
in Yatai Heating, the business combination of Yatai Heating by the Company represents a business
combination under common control, pursuant to which the relevant items in the comparative statements
should be adjusted in accordance with the requirements of ASBE 20 — Business Combination, as such,
cash and cash equivalents was RMB699.9 million before retrospective adjustment as at 31 December
2019 and RMB700.8 million after retrospective adjustment.

As at 31 December 2020, the Group do not have any borrowings as compared with RMB10.7 million as at
31 December 2019, representing a decrease of 100%.

Capital Expenditure

The Group’s capital expenditure increased by 18.58% to RMB67.0 million in 2020 as compared with
RMB56.5 million in 2019. The increase in capital expenditure was mainly attributable to the newly built
pipeline network in 2020 and the increase in expenses for purchase of equipment as compared to 2019.

Capital Structure

As at 31 December 2020, the equity attributable to owners of the Group amounted to RMB878.15 million,
which represents a decrease of RMB386.28 million as compared to 31 December 2019, mainly due to the
combined effect of business combination of Yatai Heating under common control during the year.
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IV. RISK FACTORS AND RISK MANAGEMENT

(1)

(2)

(3)

(4)

Industry Risk

The pricing of heat sources in the heat supply industry is usually subject to regulation and control by
government departments, and the heat supply enterprises cannot have the right to regulate the purchase
price of heat sources directly. In addition, the prices of services provided by the Group’s engineering
construction, maintenance and design business are also subject to control and regulation under
government policies. Therefore, the Group’s operations may be affected by adjustments to relevant
laws and regulations as well as local policies in the PRC that are relevant to the industry, nevertheless,
government departments will conduct in-depth studies on the industry before making any adjustments and
take into full consideration the actual operating conditions of the companies within the industry.

The Group will continue to exercise effective cost control, strengthen internal supervision and control as
well as enhance its ability to respond timely to market changes so as to achieve a people-oriented and
demand-driven heat supply system. The Group will also strive to enhance its intelligent management
capability to ensure the quality of heat supply services in order to cope with various industry risks.

Policy Risk

Changes in national and local government policies have a profound impact on the industry. In terms
of national policies, the development of environmentally friendly, energy-saving and sustainable green
cities will become the trend of urban heat supply in the future. In recent years, the PRC government
has attached great importance to the monitoring of environmental protection issues through laws
and regulations, and has issued a series of environmental protection policies and imposed further
restrictions and requirements in relation to pollution issues in relevant industries. Meanwhile, the National
Development and Reform Commission and other bureaus have issued guidance documents to regulate
the related fees charged by heat supply companies, with an aim to guide local heat supply companies to
gradually eliminate unreasonable fees, which is beneficial to creating a more standardized and fair market
environment.

In formulating its future development goals and directions, the Group will adhere to the principles and
requirements set out in various national and local government economic policies, industrial policies, as
well as laws and regulations.

Climate Risk

The cost of heating for the heat supply segment is significantly affected by the weather conditions
during the heating period. The Company needs to purchase more heat to maintain the desired in-room
temperature for its customers when the outdoor temperature is low during the heating period, which will
increase the overall cost of the heating business and vice versa.

The Group will fully leverage the smart heating network system to regulate its heat supply capacity and
adopt an intelligent control system for rational distribution of heat supply in order to cope with the risk of
climate change on the Company’s cost structure.

Exchange Risk

The Group’s business activities are mainly conducted in the PRC and its borrowings are also settled in
RMB. Changes in exchange rates do not have a material effect on the Group.
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V. OTHER SIGNIFICANT EVENTS

(1)

(2)

(3)

(4)

(5)

Significant Investments

The Group did not have any significant investments for the year ended 31 December 2020.

Material Acquisitions and Disposals

On 8 June 2020, the Group entered into an equity transfer agreement with Changchun FAWSN Group
Co., Ltd. (RE—AEREEAER AR (“Changchun FAWSN”) for the acquisition of 50% equity interest
in Xixing Energy held by Changchun FAWSN. The equity transfer price paid by the Group amounted to
RMB52.0 million. For details, please refer to the announcements of the Company dated 8 June 2020 and
11 June 2020. Upon completion of the transaction, the Group holds 100% equity interest in Xixing Energy
and Xixing Energy has become a wholly-owned subsidiary of the Group.

On 29 October 2020, the Group entered into an equity acquisition agreement with Changchun Heating
Group for the acquisition of 100% equity interest in Yatai Heating. The equity transfer price paid by the
Group amounted to RMB318,376,300. The equity transaction was completed on 31 December 2020. For
details, please refer to the announcements of the Company dated 29 October 2020 and 31 December
2020 and the circular of the Company dated 24 November 2020. Upon completion of the transaction, Yatai
Heating has become a wholly-owned subsidiary of the Group.

Capital Commitment and Contingent Liabilities

The Group did not have any material capital commitment or contingent liabilities for the year ended 31
December 2020.

Charge on Assets

There was no material charge on the Group’s assets for the year ended 31 December 2020.

Change of Accounting Standard

In view of the proposed A-share listing of the Company, on 22 December 2020 and 15 January 2021, the
Company published an announcement and circular to propose the financial statements of the Company
for the year ending 31 December 2020 and the financial periods thereafter will be prepared in accordance
with the ASBEs, which was approved by the Shareholders at the extraordinary general meeting on 24
February 2021. The annual results for the year ended 31 December 2019 stated in this report may differ
from the results included in the annual report for the year ended 31 December 2019 which was prepared
in accordance with the International Financial Reporting Standards.




21

JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

MANAGEMENT
DISCUSSION AND ANALYSIS

a N

(6) Employees and Remuneration Policies

1. Employee Distribution

For the year ended 31 December 2020, the Group had a total of 1,686 employees, which can
be classified by the company employed: 952 employees were employed at the Company, 55 at
Runfeng Installation Co., Ltd, 27 at Apparatus Co., Ltd, 67 at Pipelines Co., Ltd, 44 at Maintenance
Service Co., Ltd, 33 at Heating Engineering Design Co., Ltd, 2 at Biomass Power Co., Ltd., 82 at
Xixing Energy and 424 at Yatai Heating.

2. Remuneration Policy

In 2020, the Group maintained its existing employees’ remuneration package which comprises
basic salary, position salary and monthly and yearly performance incentives in accordance with
the Measures for Employees’ Wage Management ({38 TEEEHE)). The determination of
remuneration based on both position value and performance appraisals helps motivate employees’
contribution and dedication to the Group.

3. Employee Training

In 2020, the Group conducted knowledge-based trainings on the salary reform of state-owned
enterprises and on job descriptions, which were taught by human resources management experts
over a total of 275 participants in managerial positions. In order to improve the development of
talent pipeline and discover the full potential of employees, professional ability enhancement
trainings were organized and 242 outstanding employees of various kinds had participated in these
trainings. In order to improve the employee’s etiquette, special training courses on etiquette were
conducted and participated by a total of 610 participants.

In order to further strengthen the practical operation skills of the employees and fully improve their
overall quality and professionalism, skill trainings for all frontline technical staff were conducted
during the year. A total of 670 employees in frontline positions such as maintenance, welders and
electricians had completed such trainings to enhance their skills.

4. Employee Relationship and Social Insurance Management

The relationship management of all employees of the Group strictly adheres to the requirements of
national laws and regulations. The Group manages labor relations with its employees in compliance
with the Labor Law of the People’s Republic of China ({(fF % A R L ME L F)5%)) and the Labor
Contract Law of the People’s Republic of China ({# % A R X MBI &) A [E%)). The Group strictly
abides by the requirements of national and local competent authorities, completes registrations for
social insurance contributions and provides its employees with statutory benefits such as the Five
Insurances and One Fund. The staff teams enjoy an overall harmonious labor relationship.

(7) Events after the Reporting Period

On 5 February 2021, the China Securities Regulatory Commission’s Jilin branch has given its consent
to the filing and registration of the pre-listing tutoring for the proposed A-share listing of the Group. For
details, please refer to the announcement of the Group dated 8 February 2021.
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PROSPECTS AND OUTLOOK

In 2020, China achieved outstanding results in the fight against the COVID-19 pandemic. With the rapid
development of the Chinese economy, China’s urbanisation rate is rising rapidly and the demand for urban
heating is also growing.

Currently, the middle and lower stream of the Yangtze River basin in the PRC are experiencing wet and cold
winters and there is a strong demand for heat supply. The indoor temperature in the southern regions, such as
Shanghai, Chongqing, Hubei, Hunan and Jiangxi, during winter is much lower than that in the northern cities,
which is powered by central heating. As people’s aspirations for a better quality of life continues, demand for
heat supply in the south also increases, providing the central heat service industry huge room for development.
Therefore, the construction and development of centralised urban heating will become an effective mean for
our nation in its pursuit of economic development, reducing environmental pollution and achieve sustainable
development.

At the 75th session of the United Nations General Assembly, General Secretary Xi Jinping stated out that China
will adopt stronger policies and measures to peak its carbon dioxide emissions by 2030 and achieve carbon
neutrality by 2060. This signifies that the Chinese government is taking practical action to enforce the Paris
Agreement and is determined to implement green, low-carbon, energy-saving and emission-reducing production
methods. With the introduction of the “14th Five-Year Plan”, China’s clean heating policy will continue to flourish,
and heat supply methods that are environmentally friendly, energy efficient, appropriate and conducive to
sustainable urban development will become the future of the heat supply industry. In addition, the central heat
service area in the northeast region has been on the rise in recent years, and the growing market demand for
heat supply facilities is the underlying force of the construction, maintenance and design services market.

As a state-controlled enterprise, the Group will actively respond to national policies, seize the opportunities
arising from the new round of technological and industrial revolution, vigorously develop its central heat
services business, continuously increase investment in technological innovation and technology research and
development, actively explore green, low-carbon and environmentally friendly clean energy heating methods,
strive to create a new heat supply model — the “smart technology + clean energy (&= + )5 ZEER)” model —
that is centered on energy conservation and environmental protection, and consolidate and enhance the Group’s
leading position in the field of smart heating in China.

In addition, the Group will continue to expand the scale of development of the heat supply industry chain around
the heat supply business, optimize its strategic layout, revolutionize its business model, strive to improve its
construction, maintenance and design business, expand its business scope to regions outside Jilin Province and
further increase its market share.
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The Board of the Company presents the Group’s annual report for the year 2020 (the “Annual Report”) and the audited
combined financial statements of the Group prepared in accordance with the ASBEs for the year ended 31 December
2020 (the “Financial Statements”) to the Shareholders.

CORPORATE INFORMATION

The Company was incorporated in the PRC on 23 October 2017 and is currently a joint stock company with limited
liability. The H Shares of the Company were listed on the Main Board of the Stock Exchange on 24 October 2019.

Basic information of the Company is set out in “Corporate Profile” section on page 5 of this Annual Report and
“Corporate Information” section on pages 247 to 248 of this Annual Report.

PRINCIPAL BUSINESS

The Group is the largest heat service provider in Jilin Province. Heat supply is our core business, which has more
than 20 years of operating history in Changchun. We also offer construction, maintenance and design services which
include (i) engineering construction, (ii) engineering maintenance, (iii) design services, and (iv) electrical and instrument
maintenance and repair. Details of the principal subsidiaries of the Company are set out in Note VIII(l) to the Financial
Statements.

RESULTS

The audited results of operations of the Group for the year ended 31 December 2020 are set out in the combined income
statement on pages 68 to 69 of this Annual Report. The financial position of the Group as at 31 December 2020 is set
out in the combined statement of financial position on pages 66 to 67 of this Annual Report. The consolidated cash flows
of the Group for the year ended 31 December 2020 are set out in the combined statement of cash flows on pages 70
and 71 of this Annual Report.

Discussion and analysis about the operating performance and significant elements affecting the results of operations and
financial condition of the Group during the year are set out in “Management Discussion and Analysis” section on pages 7
to 22 of this Annual Report.

BUSINESS REVIEW

During the reporting period, the Group kept heat supply as the principal business, while also offered construction,
maintenance and design services which include (i) engineering construction, (ii) engineering maintenance, (iii) design
services, and (iv) electrical and instrument maintenance and repair. A review of the business of the Group during the
year and a discussion on the Group’s future business development are set out on pages 8 to 14 and page 22 of this
Annual Report. A description of possible main risks and uncertainties that the Group may face is set out on page 19 of
this Annual Report. An analysis of the Group’s performance during the year using financial key performance indicators
is set out on pages 15 to 18 of this Annual Report. Save as disclosed in the sub-section headed “Events after the
Reporting Period” on page 38 of this Annual Report and Note XIV to the Financial Statements, to the knowledge of the
Directors, there has not been any important event affecting the Group since the end of the financial year.

ENVIRONMENTAL POLICIES AND PERFORMANCE

A discussion on the Company’s environmental policies and performance will be set out in the Environmental, Social and
Governance Report which will be published in due course.
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COMPLIANCE WITH LAWS AND REGULATIONS

The Company recognizes the importance of compliance with regulatory requirements and the risk of non-compliance
with such requirements could lead to the termination of operating licenses. The Company has been setting up systemic
and allocating staff resources to ensure continuous compliance with rules and regulations and to maintain cordial
working relationships with regulators through effective communications. During the reporting period, the Company has
complied, to the best of the knowledge of Directors, with all relevant rules and regulations that have a significant impact
on the Company.

SHARE CAPITAL

As of 31 December 2020, the total share capital of the Company was 466,700,000 shares, divided into 350,000,000
Domestic Shares and 116,700,000 H Shares, with par value of RMB1.00 each. During the year ended 31 December
2020, the Company did not issue any new shares in exchange for cash or other assets.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OR REDEEMABLE
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiary purchased, sold or redeemed any of the Company’s listed securities or
redeemable securities during the year ended 31 December 2020.

CONVERTIBLE SECURITIES, OPTIONS, WARRANTS AND SIMILAR RIGHTS

For the year ended 31 December 2020, none of convertible securities, options, warrants and other similar rights were
issued and granted by the Company or any of its subsidiaries, nor any conversion rights or subscription rights were
exercised pursuant to any convertible securities, options, warrants and other similar rights issued and granted by the
Company or any of its subsidiaries at any time.

DEBENTURES IN ISSUE

Neither the Company nor any of its subsidiaries issued any debentures during the year ended 31 December 2020.

USE OF PROCEEDS FROM LISTING

The Shares of the Company was successfully listed on the Main Board of the Hong Kong Stock Exchange on 24 October
2019. A total of 116.7 million H Shares with par value of RMB1.00 each were issued at the price of HK$2.35 per Share
through private placing and Hong Kong public offering, accounting for 25% of the total share capital after the issue,
representing a financing scale of approximately HK$274.2 million. The net proceeds from the public offering, after
deducting the underwriting commission and other estimated expenses in connection with the public offering, amounted to
approximately HK$220.5 million (equivalent to approximately RMB199.5 million) (the “IPO Proceeds”).

The Company will utilize the IPO Proceeds for the purposes which are consistent with those set out in the Prospectus.
Nevertheless, on 29 October 2020, the Company published an announcement proposing to revise the planned use
of the unused net proceeds, which was approved by the Shareholders at the extraordinary general meeting on 30
December 2020. As disclosed in the 2019 Annual Report and the 2020 Interim Report, most of the net proceeds
earmarked for upgrading the smart heat supply network was originally intended to be used for upgrading of the Group’s
system, purchasing relevant equipment and sensors and installation of the equipment in the heat exchange stations and
end-users’ properties. Enhancement of the Group’s smart heat supply network system will involve physically entering the
communities where the relevant end-users are located. During the COVID-19 pandemic, every community has employed
different degrees of lockdown, which affects the progress of enhancement works. At the same time, the availability of
Kforeign technicians and workers required to carry out the originally planned enhancement projects was also affected. /
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The primary distribution pipelines and heat supply facilities of the Group are sourced from all over the PRC and from
overseas. Due to the outbreak of COVID-19, the supply of materials and workers necessary to implement the upgrading
and replacement of the Group’s existing distribution pipelines and heat supply facilities is significantly slowed down and
cannot keep up with the project timelines.

For the above reasons, the Directors propose to reallocate a total of approximately RMB100.0 million originally planned
for upgrading the smart heat supply network and upgrading and replacing of the Group’s existing distribution pipelines
and heat supply facilities to acquisitions of suitable enterprises in order to expand the Group’s business, which was
used in full for the partial settlement of consideration for the acquisition of the 100% equity interests in Changchun Yatai
Heating Company Limited. Details of which were set out in the Company’s announcement dated 29 October 2020 and
circular dated 25 November 2020.

Details of the utilization of the IPO Proceeds are set out below:

Unused new
proceeds Unused net Expected
Original immediately Amount proceeds timeline for
Use of net proceeds planned use Amount after  utilized after asat 31 utilizing the
(RMB million) of net utilized prior ~ Revision of revision of revision of December unused net
(% of net proceeds) proceeds to revision allocation allocation allocation 2020 proceeds
1. Upgrade the smart heat supply 81.8 - -50.0 31.8 -28.0 3.8 No later than
network (41.0%) (-25.1%) (15.9%) (14.0%) (1.9%)  end of 2021
2. Replace pipelines and facilities 81.8 - -50.0 31.8 -16.9 14.9  No later than
(41.0%) (-25.1%) (15.9%) (8.5%) (7.5%)  end of 2021
3. Expand service area 25.9 -21.6 - 4.3 -4.3 - -
(13.0%) (10.8%) (2.2%) (2.2%)
4. Acquisitions 10.0 -10.0 +100.0 100.0 -100.0 - -
(5.0%) (5.0%) (+50.2%) (50.2%) (50.2%)
199.5 -31.6 - 167.9 -149.2 18.7
(100.0%) (15.8%) (84.2%) (74.8%) (9.4%)
1) approximately RMB81.8 million (equivalent to approximately HK$90.4 million) allocated for originally planned

use, representing approximately 41.0% of the net proceeds from the global offering, was revised to RMB31.8
million, representing approximately 15.9% of the net proceeds from the global offering. From the date of receiving
the IPO Proceeds to 31 December 2020, RMB28.0 million has been used for further increasing the level of
automation in the Group’s heat supply business by enhancing the Group’s smart heat supply network system
to achieve a more stable, efficient and technologically advanced heat supply. Most of the proceeds that are
allocated to this category will be used for upgrading the system, purchasing relevant equipment and sensors and
installation of the equipment in the heat exchange stations and end-users’ properties. The balance of RMB3.8
million is expected to be used no later than the end of 2021 for upgrading the smart heat supply network.
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2) approximately RMB81.8 million (equivalent to approximately HK$90.4 million) allocated for originally planned use,
representing approximately 41.0% of the net proceeds from the global offering, was revised to RMB31.8 million,
representing approximately 15.9% of the net proceeds from the global offering. From the date of receiving the
IPO Proceeds to 31 December 2020, RMB16.9 million has been used for upgrading and replacement of existing
primary distribution pipelines and heat supply facilities to enhance operational efficiency of the Group’s heat
distribution network. The balance of RMB14.9 million is expected to be used no later than the end of 2021 for
replacement of primary distribution pipelines and heat supply facilities.

3) approximately RMB25.9 million (equivalent to approximately HK$28.7 million) allocated for originally planned use,
representing approximately 13.0% of the net proceeds from the global offering, was not revised. From the date of
receiving the IPO Proceeds to 31 December 2020, the entire amount has been used in the Group’s heat service
area expansion to facilitate the growth of its heat supply business, including necessary construction of primary
distribution pipelines and heat supply facilities required thereunder.

4) approximately RMB10.0 million (equivalent to approximately HK$11.0 million) allocated for originally planned use,
representing approximately 5.0% of the net proceeds from the global offering, was revised to RMB110.0 million,
representing approximately 55.2% of the net proceeds from the global offering. From the date of receiving the
IPO Proceeds to 31 December 2020, the entire amount has been used, which mainly includes RMB100.0 million
for payment of partial consideration in relation to the acquisition of 100% equity interest in Changchun Yatai
Heating Co., Ltd. in 2020.

The unutilized IPO Proceeds have been deposited into short-term demand deposits in a bank account maintained by the
Group.

EQUITY-LINKED AGREEMENT

For the year ended 31 December 2020, the Company did not enter into any equity-linked agreement and there was no
equity-linked agreement.

PERMITTED INDEMNITY
The Company has maintained appropriate liability insurance for its Directors, Supervisors and senior management.

The permitted indemnity provisions are set out in such liability insurance. No permitted indemnity was provided by the
Company as at the date of this annual report and no permitted indemnity was made as at the date of this annual report.

PLEDGING OF SHARES BY THE CONTROLLING SHAREHOLDER

The Controlling Shareholder of the Company did not pledge any of its shares in the Company to secure its debts or other
support for the year ended 31 December 2020.

CHARGES ON THE GROUP’S ASSETS
For the year ended 31 December 2020, there were no charges on the Group’s assets.

LOAN ARRANGEMENTS GRANTED BY THE COMPANY TO ENTITIES

For the year ended 31 December 2020, the Group did not grant any loan to any entity which is subject to disclosure
requirements under Rule 13.13 of the Listing Rules.

/
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LOAN AGREEMENTS OR FINANCIAL ASSISTANCE OF THE COMPANY

The Company has no affiliated companies nor provided any financial assistance or guarantee to its affiliated companies
for the year ended 31 December 2020, which gives rise to a disclosure under Rule 13.16 of the Listing Rules. The
Company did not enter into any loan agreement with covenants relating to specific responsibility of its Controlling
Shareholders nor breach the terms of any loan agreements for the year ended 31 December 2020.

SHARE OPTION SCHEME

For the year ended 31 December 2020, the Company had not implemented any share option scheme.

PRE-EMPTIVE RIGHTS

Pursuant to the Articles of Association and the laws of the PRC, the Company has no provision on pre-emptive rights
requiring it to propose new issues to its existing Shareholders in proportion to their shareholdings.

DIVIDEND POLICY

In order to provide return to its Shareholders, and having considered the financial and business conditions of the
Group after the Listing, the Board has approved and adopted a dividend policy (the “Dividend Policy”). According to
the Dividend Policy, in the absence of any adverse circumstances which might reduce the profits that are distributable
whether by losses or otherwise, the Company will distribute no less than 30% of its annual distributable net profit to
Shareholders as annual dividends in any financial year in compliance with relevant laws and regulations of the PRC and
Hong Kong and after relevant considerations are met.

The declaration and payment of dividends shall remain to be determined at the sole discretion of the Board. Any
declaration of dividends shall be conducted in accordance with all applicable PRC laws and regulations, the Articles
of Association, all applicable laws and regulations of the place where the shares of the Company are listed, and other
applicable laws and regulations.

A decision to declare or to pay any dividends in the future, and the amount of any dividends, will depend on, among
other things, the Company'’s results of operations, cash flows and financial condition, operating and capital expenditure
requirements, distributable profits as determined under ASBE or IFRS (whichever is lower), the Articles of Association,
the PRC Company Law and any other applicable PRC law and regulations and other factors that the Directors may
consider relevant without prejudice to the normal operation of the Group.

The Board shall continually review the Dividend Policy and reserve the absolute discretion to update, amend, modify
and/or cancel the Dividend Policy at any time. The Company does not guarantee the payment of any specific amount of
dividends for any given period of time.

~
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FINAL DIVIDEND

The Board resolved to propose to the Shareholders of the Company at the 2020 AGM to be held on 28 May 2021 for
their consideration and approval of the payment of a final dividend of RMB0.103 per share (tax inclusive) for the year
ended 31 December 2020 (the “2020 Final Dividend”) (2019: RMBO0.17 per share), payable to the Shareholders of the
Company whose names appear on the register of members of the Company on 9 June 2021, in an aggregate amount of
approximately RMB48.07 million (2019: approximately RMB79.34 million). The 2020 Final Dividend will be denominated
and declared in RMB. Dividends on Domestic Shares will be paid in RMB and dividends on H Shares will be paid in
Hong Kong dollars. Subject to the passing of the relevant resolution at the AGM, the 2020 Final Dividend are expected to
be paid on or around 9 July 2021.

Pursuant to the Enterprise Income Tax Law of the People’s Republic of China ((FZE AR LB MZEFERE)) and the
Implementation Rules of the Enterprise Income Tax Law of People’s Republic of China ((FF & A R £ Bt ZEFFEFEA
E e 1&1)) implemented in 2008, the Company is required to withhold and pay enterprise income tax at the rate of 10%
when distributing the 2020 Final Dividend to its non-resident enterprise Shareholders of overseas H Shares (including
HKSCC Nominees Limited, other corporate nominees or trustees, or other entities and organizations) whose names
appear on the H Shares register of members of the Company on 9 June 2021.

According to regulations by the State Administration of Taxation (Guo Shui Han [2011] No.348) (B Hi 548 /5 BIH &K
[2011]3485%) and relevant laws and regulations, if the individual H Share 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 withhold and pay individual income tax at the rate of 10% on behalf of these Shareholders. If the
individual H Share Shareholders whose country of domicile is a country which has entered into a tax treaty with the
PRC stipulating a dividend tax rate of less than 10%, the individual H Share Shareholders shall make self-assessment
regarding whether they meet the conditions for enjoying the tax treaty benefits pursuant to the Announcement of the
State Administration of Taxation ([2019] No.35) (BEIX %54 B A% (20194 £ 355%)). If the Shareholders are entitled
to such treaty benefits, they shall duly fill in the Information Reporting Form for Non-resident Taxpayers Claiming
Treaty Benefits ((JEERMHEAZZHEFBEEHRERX)) and submit to the Company. After receiving and ensuring
the completeness of information of the form, the Company will duly submit the form as a schedule for withholding
declaration to the competent tax authority pursuant to the provisions of domestic tax laws and tax treaty. The Company
will withhold the tax pursuant to the provisions of domestic tax laws for Shareholders whose Information Reporting Form
for Non-resident Taxpayers Claiming Treaty Benefits has not been submitted or has missing information. If the individual
H Share Shareholders are residents of those countries which have entered into a tax treaty with the PRC stipulating
a dividend tax rate of more than 10% but less than 20%, the Company will withhold and pay individual income tax at
the actual tax rate stipulated in the relevant tax treaty. If the individual H Share Shareholders are residents of those
countries which have entered into a tax treaty with the PRC stipulating a dividend tax rate of 20%, or those countries
which have not entered into any tax treaties with the PRC, or under any other circumstances, the Company will withhold
and pay individual income tax at the rate of 20% on behalf of these shareholders.

The Company will determine the resident status of the individual H Share Shareholders based on the registered address
as recorded in the register of members of the Company on 9 June 2021 (the “Registered Address”). If the resident
status of an individual H Share Shareholder is not the same as the Registered Address or if the individual H Share
Shareholder would like to apply for a refund of the additional amount of tax finally withheld and paid, the individual H
Share shareholder shall notify and provide relevant supporting documents to the Company on or before Wednesday, 2
June 2021. Upon examination of the supporting documents by the relevant tax authorities, the Company will follow the
guidance given by the tax authorities to implement relevant tax withholding and payment provisions and arrangements.
Individual H Share shareholders may either personally or appoint a representative to attend to the procedures in
accordance with the requirements under the tax treaty notice if they do not provide the relevant supporting documents to
the Company within the time period stated above.
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The Company assumes no responsibility and disclaims all liabilities whatsoever in relation to the tax status or
tax treatment of the individual H Share Shareholders and for any claims arising from any delay in or inaccurate
determination of the tax status or tax treatment of the individual H Share Shareholders or any disputes over the
withholding mechanism or arrangements.

Shareholders are recommended to consult their taxation advisors for advice on the PRC, Hong Kong and other tax
effects with respect to the holding and disposing of H Shares.

According to the Articles of Association, the Hong Kong dollars required for the payment of cash dividends and other
amount by the Company to the individual H Share Shareholders shall be arranged in accordance with the provisions of
the PRC in relation to foreign exchange administration.

The Company was not aware of any Shareholders who had waived or agreed to waive any dividend arrangement for the
year ended 31 December 2020.

CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining the Shareholders’ rights to attend and vote at the AGM and their entitlement to the
proposed 2020 Final Dividend, the register of members of the Company will be closed from Tuesday, 25 May 2021 to
Friday, 28 May 2021 (both days inclusive) and from Thursday, 3 June 2021 to Wednesday, 9 June 2021 (both days
inclusive) respectively, during which period no transfer of H Shares will be registered.

In order to be eligible to attend and vote at the forthcoming AGM, holders of H Shares shall lodge transfer documents
with the Company’s H Share Registrar in Hong Kong, Computershare Hong Kong Investor Services Limited, at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong for registration not later than
4:30 p.m. on Monday, 24 May 2021.

In order to be entitled to the proposed 2020 Final Dividend (subject to the approval by the Shareholders at the
forthcoming AGM), holders of H Shares shall lodge transfer documents with the Company’s H Share Registrar in Hong

Kong, Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wan Chai, Hong Kong for registration not later than 4:30 p.m. on Wednesday, 2 June 2021.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Group during the year are set out under Remark 14 in Note
VI to the Financial Statements.

RESERVES

Details of movements in the reserves of the Company and the Group during the year are set out under Remark 38
in Note VI to the Financial Statements and in the combined statement of changes in equity on pages 72 to 73 of this
Annual Report, respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2020, the Company’s reserves available for distribution amounted to approximately RMB196.8
million (as at 31 December 2019: RMB175.9 million).
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DONATIONS
For the year ended 31 December 2020, the Group has donated a total of nil (2019: nil).
BANK BORROWINGS AND OTHER BORROWINGS

As at 31 December 2020, the bank and other borrowings of the Group amounted to nil (as at 31 December 2019:
RMB10.7 million).

DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Part of the information of the Directors, Supervisors and senior management of the Company for the year ended 31
December 2020 and as at the date of this report is illustrated below.

Date of appointment/

Name Position in the Company re-election
Mr. LIU Changchun Non-executive Director and Chairman of the Board 30 May 2018
Mr. YANG Zhongshi Executive Director and General Manager 30 May 2018
Mr. SHI Mingjun Executive Director 7 August 2018

Deputy General Manager 23 July 2018
Mr. XU Chungang Executive Director 30 May 2018

Deputy General Manager 23 July 2018

Financial Controller 26 March 2019
Mr. LI Yeji Executive Director 30 May 2018
Mr. WANG Yuguo Independent non-executive Director 19 August 2019
Mr. FU Yachen Independent non-executive Director 19 August 2019
Mr. POON Pok Man Independent non-executive Director 19 August 2019
Mr. WANG Fenghua Chairman of the Supervisory Committee 30 May 2018
Ms. ZHANG Wei Supervisor 30 December 2020
Ms. WANG Xuejing Supervisor 30 May 2018

(ceased to be a
Supervisor on 30
December 2020)

Ms. LI Xiaoling Employee representative Supervisor 30 May 2018
Deputy Head of Securities Business Department 8 November 2019
Mr. Zhang Liming Deputy General Manager 30 May 2018
Mr. WAN Tao Board Secretary and General Office Manager 30 May 2018
Joint Company Secretary 20 May 2019

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

BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

The biographical details of Directors, Supervisors and senior management of the Company are set out on pages 53 to
60 of this Annual Report.

/
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SERVICE CONTRACTS OF DIRECTORS AND SUPERVISORS

The Company has entered into a service contract with each of the Directors, major terms of which include that (1)
the tenure is for three years commencing from the date of appointment to the expiration of each appointment (for all
Directors); and (2) the tenure may be terminated in accordance with respective terms of the contract. The service
agreements may be renewed pursuant to the Articles of Association and applicable rules.

The Company has entered into a contract with each of the Supervisors in respect of, among others, compliance with
relevant laws and regulations, the Articles of Association and provisions of arbitration.

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

EMOLUMENTS OF DIRECTORS AND SUPERVISORS

The emoluments of our Directors and Supervisors are paid in the form of fees, salaries, allowances and benefits in
kind, discretionary bonuses and retirement scheme contributions. The details of the remuneration of the Directors and
Supervisors are set out in Note XI(V) — 6. Remuneration of Key Management to the Financial Statements.

The emoluments paid to our Directors and Supervisors are determined by such factors as the size of business, industry,
work experiences and duties, meanwhile the performance by them in various committees are considered as well. The
standards and amounts for the emoluments are proposed by remuneration committee, reviewed by the Board and shall
be valid after the final approval by shareholders’ general meeting.

For the year ended 31 December 2020, the emoluments of the senior managements of the Company (other than
executive directors) are set out as below:

Remuneration (RMB) Number of individual

Nil to 1,000,000 7

The details of the emoluments of our Directors and the highest paid individual of the Company are set out in Note XI(V)
— 6. Remuneration of Key Management to the Financial Statements.

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

After the end of 2020 or at any time during the year, there were no transaction, arrangement or contracts of significance
subsisting in relation to the Group’s business to which the Company or any of its subsidiaries was a party, and in which
any Director or Supervisor or any entity connected with the Director or Supervisor had a material interest directly or
indirectly.

ARRANGEMENT TO PURCHASE SHARES OR DEBENTURES

At no time during the reporting period was the Company, its holding company, any of its subsidiaries or fellow
subsidiaries a party to any arrangements to enable the Directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other body corporate.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the year 2020, save as disclosed below, none of the Directors or their associates had any competing interests in
any business that constitutes or may constitute direct or indirect competition with the Company’s businesses:

Name of Directors Positions in the Company Other interests
Mr. LIU Changchun Non-executive Director and Director and chairman of the board of Changchun Heating
Chairman of the Board Group (Note 1), chairman of the board of Yatai Heating

(Notes 3 and 4)

Mr. YANG Zhongshi Executive Director and Director of Yatai Heating (Notes 3 and 4)
General Manager

Mr. SHI Mingjun Executive Director and Non-executive director of Datang Changre Jilin Heating
Deputy General Manager Company Limited (KEREEMHA N ERAF) (“Datang JV”)

(Note 2), director of Yatai Heating (Notes 3 and 4)
Notes:

(1) Mr. LIU Changchun has been a director of Changchun Heating Group since 17 March 2016 and has been the chairman of the
board of Changchun Heating Group since 5 September 2016;

(2) Mr. SHI Mingjun has been a non-executive director of Datang JV since 9 June 2017;

(3) Mr. LIU Changchun has been the chairman of the board of Yatai Heating since 31 December 2019. Mr. YANG Zhongshi and
Mr. SHI Mingjun have been directors of Yatai Heating since 31 December 2019; and

(4) On 29 October 2020, Changchun Heating Group (the “Vendor”) entered into an acquisition agreement (for which Mr. LIU
Changchun, Mr. YANG Zhongshi and Mr. SHI Mingjun were required to abstain from voting at the relevant Board meetings) with
the Group, pursuant to which the Vendor has conditionally agreed to sell and the Company has conditionally agreed to purchase
100% equity interest in Yatai Heating at a consideration of RMB318,376,300 in accordance with the terms and conditions of the
acquisition agreement (the “Acquisition”). On 30 December 2020, the Company has obtained approval for the Acquisition from
the independent Shareholders at the extraordinary general meeting; and the Acquisition was completed on 31 December 2020
and Yatai Heating has become a wholly-owned subsidiary of the Company.

Although Mr. LIU Changchun (“Mr. Liu”) has been the director and chairman of the board of Changchun Heating Group
which is a shareholder of the Company, during the reporting period, Mr. Liu, as a non-executive Director of the Company,
is not involved in the day-to-day management of the Company. Mr. SHI Mingjun (“Mr. Shi”) is the non-executive director
of Datang JV, but he has never been involved in the day-to-day operation of Datang JV. We are of the view that the
arrangement did not affect our operation and independence. We have taken adequate corporate governance measures,
including specifying provisions to avoid conflict of interests in the Articles of Association, to ensure our management
independence. Mr. Liu, Mr. Yang and Mr. Shi are fully aware of their fiduciary responsibilities, which require, among
other things, that they act in the best interests of our Group and our Shareholders as a whole. In addition, as the
Company, Changchun Heating Group and Datang JV are managed by different management teams, there are sufficient
non-overlapping Directors who have relevant experience to ensure the proper functioning of the Board.
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INTERESTS AND SHORT POSITIONS OF DIRECTORS, SUPERVISORS AND CHIEF
EXECUTIVE IN SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December 2020, no Director, Supervisor 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 Securities and Futures Ordinance (the “SFO”)) which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including those taken or deemed as their interests
or short positions in accordance with such provisions of the SFO), or which were required, pursuant to Section 352 of the
SFO, to be entered in the register referred to therein, or which were required, pursuant to the Model Code, to be notified
to the Company and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN THE SHARES

As at 31 December 2020, to the knowledge of the Directors, the persons (other than a Director, Supervisor or chief
executive of the Company) who have an interest or short position in the shares or underlying shares of the Company
which would fall to be disclosed to the Company pursuant to Divisions 2 and 3 of Part XV of the SFO and as recorded in
the register required to be kept under Section 336 of the SFO were as follows:

Number of
shares/ Percentage
underlying of relevant Percentage
shares held  class of share of total
(share) capital share capital
Name of shareholders Types of shares Capacity (Note 5) (%) (%)
Changchun Heating Group Domestic shares Beneficial owner 325,500,000(L) 93.00(L) 69.75
Changchun State-owned Capital Investment
Operation (Group) Co., Ltd. Domestic shares Beneficial owner 24,500,000(L) 7.00(L) 5.25
Cititrust Private Trust (Cayman) Limited
(Note 1) H Shares Interest of a controlled corporation  32,250,000(L) 27.63(L) 6.91
Fantasy Races Limited (Note 1) H Shares Interest of a controlled corporation  32,250,000(L) 27.63(L) 6.91
Harvest Well Holdings Limited (Note 1) H Shares Interest of a controlled corporation  32,250,000(L) 27.63(L) 6.91
Joywise Holdings Limited (Note 1) H Shares Interest of a controlled corporation  32,250,000(L) 27.63(L) 6.91
Ming Fai International Limited (Note 1) H Shares Interest of a controlled corporation  32,250,000(L) 27.63(L) 6.91
Sunshine 100 China Holdings Ltd. (Note 1)~ H Shares Interest of a controlled corporation  32,250,000(L) 27.63(L) 6.91
China Foreign Economic and
Trade Trust Co., Ltd. (Note 2) H Shares Trustee 18,820,000(L) 16.13(L) 4.03
SDIC Taikang Trust Co., Ltd. (Note 3) H Shares Trustee 17,510,000(L) 15.00(L) 3.75
HE Libo (Note 4) H Shares Beneficial owner 6,000,000(L) 5.14(L) 1.29
WANG Fujiang (Note 4) H Shares Beneficial owner 6,000,000(L) 5.14(L) 1.29
Notes:
1. Sunshine 100 China Holdings Ltd. Limited is interested in 32,500,000 H Shares. Sunshine 100 China Holdings Ltd is owned

as to 66.11% by Joywise Holdings Limited; Joywise Holdings Limited are owned as to 60% and 40% by Harvest Well Holdings
Limited and Ming Fai International Limited, respectively; each of Harvest Well Holdings Limited and Ming Fai International
Limited is owned as to 72.4% by Fantasy Races Limited; and Fantasy Races Limited is owned as to 100% by Cititrust Private
Trust (Cayman) Limited. As such, by virtue of the SFO, Joywise Holdings Limited, Harvest Well Holdings Limited, Ming Fai
International Limited and Fantasy Races Limited are deemed to be interested in the H Shares held by Sunshine 100 China
Holdings Ltd.

2. China Foreign Economic and Trade Trust Co., Ltd. is the trustee of SCBCN — Foreign Economy and Trade Trust Co., Ltd-Fotic
Wuxingbaichuan No. 37 Unitrust.

3. SDIC Taikang Trust Co., Ltd. is the trustee of SDIC Taikang Trust — Ruijin No. 7 & 8 QDII Single Fund Trust.

~
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4. He Libo and Wang Fujiang are spouses, each of whom holds 3,000,000 H Shares as beneficial owners. Therefore, according to
the SFO, He Libo is considered to be interested in the H Shares held by Wang Fujiang, that is, a total of 6,000,000 shares, and
vice versa.

5. The Letter “L” denotes the relevant person’s long position in such Shares.

MANAGEMENT CONTRACT

No contract concerning the management and administration of all or any substantial part of our business was entered
into by the Company or existed in 2020.

CONTRACT OF SIGNIFICANCE

Save as disclosed in this Annual Report, at no time during the reporting period had the Company or any of its
subsidiaries entered into any contract of significance with the Controlling Shareholder (as defined in the Listing Rules) or
any of its subsidiaries, nor had any contract of significance been entered into for the services provided by the Controlling
Shareholder or any of its subsidiaries to the Company or any of its subsidiaries.

CONNECTED TRANSACTIONS

Acquisition of 100% equity interests in Yatai Heating

On 29 October 2020, Changchun Heating Group (the “Vendor”) entered into an acquisition agreement with the
Company, pursuant to which the Vendor has conditionally agreed to sell and the Company has conditionally agreed
to purchase 100% equity interest in Yatai Heating at a consideration of RMB318,376,300 (equivalent to approximately
HK$366.89 million) in accordance with the terms and conditions of the acquisition agreement (the “Acquisition”).

As more than one of the applicable percentage ratios as calculated under Rule 14.07 of the Listing Rules in respect
of the Acquisition exceed 25% but all of them are less than 100%, the Acquisition constitutes a major transaction
for the Company under Chapter 14 of the Listing Rules and is therefore subject to the reporting, announcement and
shareholders’ approval requirements thereunder.

Given that the Vendor is a controlling shareholder of the Company holding approximately 69.75% of the total share
capital of the Company as at the date of the acquisition agreement, the Vendor is a connected person of the Company
and the Acquisition constitutes a connected transaction for the Company under Chapter 14A of the Listing Rules. As
more than one of the applicable percentage ratios as calculated under Rule 14.07 of the Listing Rules in respect of
the Acquisition exceed 25%, the Acquisition is subject to the reporting, announcement and independent shareholders’
approval requirements under Chapter 14A of the Listing Rules. On 30 December 2020, the Company has obtained
approval for the Acquisition from the independent Shareholders at the extraordinary general meeting; and the Acquisition
was completed on 31 December 2020 and Yatai Heating has become a wholly-owned subsidiary of the Company.

Save as disclosed above, the Group did not conduct any non-exempt one-off connected transactions during the year
ended 31 December 2020.
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CONTINUING CONNECTED TRANSACTIONS

For the year ended 31 December 2020, the Company (for itself and on behalf of its subsidiaries) has conducted the
following non-exempt continuing connected transactions with its connected persons.

Construction Framework Agreement

Changchun Heating Group owns approximately 69.75% of the Company’s share capital. Therefore, Changchun Heating
Group is a substantial shareholder of the Company. Changchun Heating Group is a connected person of the Company
under Rule 14A.07 of the Listing Rules.

The Company (for itself and on behalf of its subsidiaries) and Changchun Heating Group entered into the Construction
Framework Agreement on 17 September 2019, pursuant to which our Company agrees to provide construction,
maintenance and design services to our Controlling Shareholder Group for a term until 31 December 2021. The
services will include engineering construction, engineering maintenance, design services and electrical and instrument
maintenance and repair. Separate contracts will be entered into between relevant entities of both parties to set out the
specific terms and conditions pursuant to the principles stipulated in the Construction Framework Agreement.

For the year ended 31 December 2020, the annual cap for total fees received from the Controlling Shareholder Group in
respect of the transactions contemplated under the Construction Framework Agreement is RMB30.8 million. The actual
transaction amount for the period from 1 January 2020 to 31 December 2020 is approximately RMB28.0 million.

Pipes Supply Agreement

A wholly-owned subsidiary of the Controlling Shareholder of the Company held 35% equity interest in Jillin Province New
Model Pipes Co., Ltd.. The Company (for itself and on behalf of its subsidiaries) and Jilin Province New Model Pipes
Co., Ltd entered into the Pipes Supply Agreement on 17 September 2019, pursuant to which Jilin Province New Model
Pipes Co., Ltd agrees to supply pipes for heating supply to the Company for a term until 31 December 2021. Separate
contracts will be entered into between relevant entities of both parties to set out the specific terms and conditions
pursuant to the principles stipulated in the Pipes Supply Agreement.

For the year ended 31 December 2020, the annual cap for total fees paid by the Group to Jillin Province New Model
Pipes Co., Ltd. in respect of the transactions contemplated under the Pipes Supply Agreement is RMB20.0 million. The
actual transaction amount for the period from 1 January 2020 to 31 December 2020 is approximately RMB20.0 million.

Procurement of Heat from Datang JV

Changchun Heating Group, the controlling shareholder of the Company, holds 35% equity interests in Datang JV. Prior
to the completion of the acquisition of Xixing Energy in 2020, Xixing Energy was accounted for as a joint venture in
the combined financial statements of the Company and the transactions between Datang JV and Xixing Energy did not
constitute a connected transaction of the Company.

Upon completion of the acquisition of 50% equity interests in Xixing Energy on 11 June 2020, Xixing Energy became
a wholly-owned subsidiary of the Company and, therefore, the transactions between Datang JV and Xixing Energy
constituted a connected transaction of the Company.
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Pursuant to the heat supply agreement entered into between Xixing Energy and Datang JV on 16 October 2020,
Xixing Energy shall procure heat from Datang JV in the 2020-2021 heating season according to its demand. The heat
procurement price for non-peak period is RMB40.5/GJ or, if Datang Changchun No. 3 Co-generation Power Plant (K&
REFZHEM) adjusted its heat price, would be the revised heat price plus RMB6.5/GJ. The heat procurement price
for peak period is the heat procurement price procured from the heat sources of Datang JV plus RMB6.5/GJ. During
the period from 11 June 2020 to 31 December 2020, the total amount paid by Xixing Energy to Datang JV for heat
procurement (the “Datang JV Heat Procurement CCT”) amounted to RMB10.0 million.

As a result of an inadvertent and unintentional oversight by Xixing Energy’s operations division, the Datang JV Heat
Procurement CCT was not reported to the Company in accordance with the Connected Transactions Management
Regulations ( (EI:ERX 5EIEME) ) of the Company. Hence, the Company and the Board were not aware of the
Datang JV Heat Procurement CCT at the material time. During the course of the Company’s review of all of its potential
continuing connected transactions for the three years ending 31 December 2023, the Company enquired its subsidiaries
(including Xixing Energy) whether they would conduct any transactions with the Company’s connected persons in the
three years ending 31 December 2023. Xixing Energy then informed the Company that as part of their usual course of
business, Xixing Energy expected to continue to procure heat from Datang JV in future heat supply periods. It was only
at that material time when the Datang JV Heat Procurement CCT was first discovered by the Company in the first quarter
of 2021.

Review by and confirmation of independent non-executive Directors of the Company

The independent non-executive Directors of the Company have reviewed the above continuing connected transactions,
and confirmed that such transactions were:

(1) carried out in the ordinary course of business of the Group;
(2) made on normal or better commercial terms; and

(3) carried out according to the terms in the relevant transaction agreements, which are fair and reasonable, and in
the interests of the Company’s Shareholders as a whole.

Auditor’s Confirmation

The auditors of the Company have performed the relevant assurance procedures regarding the above continuing
connected transactions, and confirmed by way of a letter to the Board of Directors that for the year ended 31 December
2020 that these transactions:

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

(2) for transactions involving the provision of goods or services by the Group, nothing has come to their attention
that causes them to believe that the transactions were not, in all material respects, in accordance with the pricing
policies of the Company;
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(3) nothing has come to their attention that causes them to believe that the transactions were not entered into, in all
material respects, in accordance with the relevant agreements governing such transactions; and

(4) with respect to the aggregate amount of each of the continuing connected transactions set out above (other than
the procurement of heat from Datang JV by Xixing Energy), nothing has come to their attention that causes them
to believe that the disclosed continuing connected transactions have exceeded the maximum aggregate annual
value as set by the Company.

The related party transactions disclosed in paragraphs 2 to 3 in Note XI(V) constitute continuing connected transactions
of the Company which are subject to the annual reporting requirement under Chapter 14A of the Listing Rules, details of
which are set out in the sub-section headed “Continuing Connected Transactions” above. The related party transaction
disclosed in paragraphs 4 to 5 in Note XI(V) constitute fully-exempt continuing connected transactions of the Company
under Chapter 14A of the Listing Rules.

Save in relation to the procurement of heat from Datang JV by Xixing Energy as disclosed above, the Directors
confirmed that the Company has complied with the disclosure requirements under Chapter 14A of the Listing Rules.

COMPLIANCE WITH THE NON-COMPETITION DEED

The Company entered into a non-competition deed with the Company’s Controlling Shareholders, Changchun Heating
Group, on 17 September 2019 in favor of the Company, pursuant to which the Controlling Shareholder agrees to (i) save
and except for the Three Supplies and Property Management Projects (being heat supply, water supply, electricity supply
and property management services), Excluded Heat Supply in the PRC and Ancillary Businesses, it will not engage in
any business that competes or is likely to compete, directly or indirectly, with our business within or outside PRC, and
will procure its subsidiaries (excluding our Group) not to engage in any business that competes or is likely to compete,
directly or indirectly, with our business, and (ii) it will inform us of any new business opportunities which compete or are
likely to compete and use its best efforts to procure such opportunities be made available to us.

During the year, the Company’s independent non-executive Directors have reviewed the implementation of the
non-competition deed and confirmed that the Controlling Shareholders have fully observed the non-competition deed
without any case of violation.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2020, the total purchases from the five largest suppliers of the Company accounted for
50.43% of the total purchases during the year. The purchase from the largest supplier accounted for 15.51% of the total
volume of purchased during the year.

For the year ended 31 December 2020, the total sales to the five largest customers of the Company accounted for
51.50% of the total sales during the year. The sales to the largest customer accounted for 19.85% of the total sales
during the year.

During the reporting period, to the knowledge of the Directors, none of the Directors, their close associates, or
Shareholders of the Company (which, to the knowledge of the Directors, owned more than 5% of the Company’s share
capital) had interests in the five largest suppliers or customers of the Company during the year.

COMPLIANCE WITH CORPORATE GOVERNANCE CODE

As a company listed on the Stock Exchange, the Company always strives to maintain a high level of corporate
governance and complies with code provisions as set out in the Corporate Governance Code (the “Corporate
Governance Code”) as set out in Appendix 14 of the Listing Rules throughout the reporting period. Please refer to the
section “Corporate Governance Report” in this Annual Report for details.
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RELATIONSHIP WITH STAKEHOLDERS

The Company recognizes that our employees, customers and business associates are keys to our sustainability journey.
The Company strives to achieve corporate sustainability through engaging its employees, providing quality services for
its customers, collaborating with business partners and supporting its community.

The Company places significant emphasis on human resources. The Company provides a fair workplace, promoting
non-discrimination and diversity to our staff, together with competitive remuneration and benefits, as well as a range
of opportunities for career advancement based on employees’ merits and performance. The Company administers its
employees’ health and safety management system and ensures the adoption of the principles across the Group. The
Company provides regular trainings for staff to keep them abreast of the latest developments in the market and industry,
in the form of both internal trainings and trainings provided by experts from external organizations.

The Company values the feedback from customers, so it investigates and understands their opinions by daily
communication and other means. The Company has also formulated the measures for the administration of user service.
The Company treats providing customer service as an opportunity to improve our relationship with the customers,
addressing customers’ concerns in a timely manner and in accordance with international standards.

The Company believes that its suppliers are equally important in producing quality products. Therefore, the Company
proactively collaborates with its business partners to deliver quality sustainable services.

PUBLIC FLOAT

Based on the information that is publicly available to the Company and to the knowledge of the Directors, the Company
has maintained a public float of no less than 25% of its issued shares as at the date of this annual report, which was in
line with the requirement under the Listing Rules.

SIGNIFICANT LEGAL PROCEEDINGS

For the year ended 31 December 2020, the Company was not engaged in any litigation or arbitration of material
importance and no litigation or claim of material importance is known to the Directors to be pending or threatened
against the Company.

EVENTS AFTER THE REPORTING PERIOD

On 5 February 2021, the China Securities Regulatory Commission’s Jilin branch has given its consent to the filing and
registration of the pre-listing tutoring for the proposed A-share listing of the Company. For details, please refer to the
announcement of the Group dated 8 February 2021.

~
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AUDIT COMMITTEE

The audit committee of the Company has reviewed the Group’s 2020 annual results and the Financial Statements for the
year ended 31 December 2020 prepared in accordance with the ASBEs.

AUDITOR

The Company received a letter dated 2 December 2020 from Ernst & Young (“Ernst & Young”) which stated, among
others, that as Ernst & Young understands that its proposed audit fee for the year ending 31 December 2020 was not
ultimately agreed by the Company, after considering the fee and risk factors, it shall retire as the auditor of the Company
immediately. In the above letter, Ernst & Young confirmed that in its opinion, there are no circumstances in connection
with its retirement that needs to be brought to the attention of the shareholders of the Company. The Board and the audit
committee of the Board confirmed that there is no disagreement between the Company and Ernst & Young regarding its
retirement. The Board further confirmed that it is not aware of any matters regarding the retirement of Ernst & Young that
needs to be brought to the attention of the shareholders of the Company.

On 22 December 2020, the Board proposed to appoint Da Hua Certified Public Accountants (Special General
Partnership) (“Da Hua”) as the auditor of the Company for the year ended 31 December 2020 to fill the vacancy arising
from Ernst & Young'’s retirement, which was approved by the Shareholders at the extraordinary general meeting held on
24 February 2021.

The Company’s auditor, Da Hua, has audited the Financial Statements of the Company for the year ended 31
December 2020. In view that Da Hua is familiar with the environment where the Company operates, is concerned with
the Company’s internal control systems and implementation thereof, has been fully conscious of different risks and is
highly independent, the Company will propose a resolution for consideration and approval by the Shareholders at the
forthcoming annual general meeting to re-appoint Da Hua as the auditor of the Company for the year 2021.

FINANCIAL SUMMARY

Summary of results of operation and the assets and liabilities of the Group for the last five financial years are set out
in “Financial Summary” section on page 6 of this annual report. The financial summary does not constitute part of the
audited combined financial statements of the Group.

By order of the Board

Jilin Province Chuncheng Heating Company Limited
LIU Changchun

Chairman of the Board

Jilin, the PRC
26 March 2021
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In 2020, all members in the Supervisory Committee, in strictly compliance with the Company Law of the PRC and other
laws, regulations, rules and directives and the relevant provisions of the Articles of Association, the Rules of Procedure
of the Supervisory Committee and the Listing Rules, had been performing its supervisory duties on the Directors and
senior management’s fulfilling of their respective responsibilities in the Company, aiming at guarding the long-term
benefits of the Company and the interests of all of our Shareholders. We hereby report the main works we have done
during the reporting period as follows:

V.

Meetings of the Committee of Supervisors

The Supervisory Committee held two meetings in 2020 to consider, among others, the connected transactions
in 2019, the audited combined financial statements and the annual results announcement and annual report for
2019, the proposals on the profit distribution and final dividend payment of the Company and the resolution on
the change of Supervisors.

Present At/Attend Major Meetings

In 2020, the Supervisory Committee was present at two general meetings and attended seven Board Meetings.
By attending those meetings, the Supervisors not only understood the operation and management of the
Company, but also actively participated in the review and discussion of proposals to provide opinions and
suggestions, and effectively supervised procedures for convening these meetings, and the discussion of subjects
in the meetings.

Routine Examination and Research

In 2020, the Supervisory Committee followed closely on the operation of the Company to ensure internal
operation of the Company is always in compliance with the related systems and regulations of the Listing Rules.

Independent Opinion and Special Explanation

The Supervisory Committee has mainly conducted the following works:

1. By supervising duty performance of Directors and senior management of the Company and the legality
of the operation of the Company, the Supervisory Committee was of the view that the Company was able
to make decisions according to the law and in strict compliance with requirements such as the Company
Law of the PRC, the Articles of Association and the major decision making processes for its operation is
legal and valid. The Company further completed and optimized internal management system and internal
control mechanisms including the Board diversity policy (the “Board Diversity Policy”), Shareholders’
Communication Policy, Administrative Measures on Information Disclosure and Administrative Measures
on Connected Transactions. The Company disclosed important information on the Company in a timely
manner according to securities regulatory and management requirements so that the information was
disclosed in a regulated manner, and the securities trading system for the informed parties of insider
information was conducted well; the Company also adopted Appendix 10 of the Listing Rules headed
“Model Code for Securities Transactions by Directors of Listed Issuers” (the “Model Code”) as its
model code for securities transactions by Directors, Supervisors and personnel in possession of insider
information of the Company. Directors and senior management of the Company have all performed their
duties in accordance with related laws and regulations, the Articles of Association and resolutions of the
general meetings and meetings of directors and devoted to their duties while forging ahead. Besides, no
actions which violated laws and regulations, the Articles of Association, or harmed the interests of the
Company or Shareholders have ever been found during the execution of their duties for the Company.
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2. By communicating with the accounting firm in charge of providing audit and review service to the
Company, the Supervisory Committee reviewed Financial Statements of the Company, considered
periodical reports of the Company and the audit report submitted by accounting firm, and periodically
attended to the report by internal audit department of the Company on the conduct of internal audit work,
and carried our effective supervision and inspection on the financial management and operation of the
Company. The Supervisory Committee was of the view that during 2020, the Company had sound financial
systems, regulated management and reasonable expenses. The Company’s 2020 Financial Statements
was audited by Da Hua who have issued the standard audit report with an unqualified opinion that the
2020 Financial Statements prepared by the Company fairly reflected the financial condition and operating
results of the Company.

3. The Supervisory Committee supervised the utilization of the proceeds by the Company. The Supervisory
Committee was of the view that the Company was able to manage and utilize the proceeds according to
national laws and regulations and the commitments made by it in the Prospectus, and the Supervisory
Committee will continue to supervise and inspect the utilization of such proceeds.

4. The Supervisory Committee reviewed the related data of connected transactions carried out by the
Company’s Controlling Shareholders. It was of the view that those transactions were conducted in a
fair and just way, at reasonable price, and without prejudice to the interests of the Company and other
shareholders. The Directors, General Manager and other senior management members of the Company
have exercised the rights granted by the Shareholders and discharged their obligations in good faith and
with due diligence. So far, the Supervisory Committee is not aware of any abuse of authority which impairs
the interests of the shareholders and the legitimate rights of the employees of the Company.

5. The Supervisory Committee thoroughly reviewed the internal control system of the Company and regarded
the existing system as complete, reasonable, effective, had no major flaws and complied with the
requirements of applicable laws, regulations and rules, and can satisfy all the requirements of effective
risk control in all material aspects.

V. Training of Supervisors

During the reporting period, the Supervisors have attended two training sessions, covering the rights, obligations
and legal responsibilities of supervisors of listed companies as well as disclosure obligations, basic principles of
corporate governance and connected transactions. They were also updated on issues relevant to their role as
supervisors by attending seminars and conferences and/or reading materials on financial, commercial, economic,
legal, regulatory and business matters.

In 2020, the Supervisory Committee will fully perform its supervisory duties and strictly comply with the Company
Law of the PRC, Articles of Association, Rules of Procedure for the Board of Supervisors and the relevant
requirements under the Listing Rules, uphold the principle of integrity and effectively supervise the Company,
the Directors and the senior management of the Company. Specifically, the Supervisors will closely monitor the
production, operation and management of the Company, pay attention to major initiatives of the Company with an
aim to boost the economic benefits of the Company and faithfully safeguard the interests of the all Shareholders
and the Company.

Chairman of the Supervisory Committee
Mr. WANG Fenghua

Jilin, the PRC
26 March 2021
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CORPORATE GOVERNANCE PRACTICES

The Board of the Company is committed to maintaining high corporate governance standards. The Board believes that
high corporate governance standard is essential for the Company to safeguard the interests of the Shareholders and
to enhance corporate value and accountability. The Company has applied the principles as set out in the Corporate
Governance Code contained in Appendix 14 to the Listing Rules.

In the opinion of the Directors, during the year ended 31 December 2020 and up to the date of this report, the Company
has complied with all the code provisions as set out in the Corporate Governance Code.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 to the Listing Rules as the code of conduct
regarding securities transactions of the Company by the Directors, Supervisors and relevant employees of the Company.
Upon making specific enquiries to all of the Directors, Supervisors and relevant employees of the Company, all
Directors, Supervisors and relevant employees confirmed that during the year ended 31 December 2020, each of the
Directors, Supervisors, and relevant employees has strictly complied with the required standards set out in the Model
Code.

The Company is not aware of any incident of non-compliance with the Model Code committed by any Directors,
Supervisors or relevant employees during the year ended 31 December 2020.

BOARD OF DIRECTORS

The Board oversees the Group’s businesses, strategic decisions and performance and should take decisions objectively
in the interests of the Company. The Board shall regularly review the contribution required from a Director to perform
his responsibilities to the Company, and whether the Director is spending sufficient time performing them. The
Board currently consists of eight members, comprising four executive Directors, a non-executive Director and three
independent non-executive Directors. The Board of the Company consists of the following Directors:

Executive Directors

Mr. YANG Zhongshi (15 £ %)
Mr. SHI Mingjun (52 881%)
Mr. XU Chungang ({245 f)
Mr. LI Yeji (ZE4)

Non-executive Director
Mr. LIU Changchun (2|& %) (Chairman of the Board)

Independent Non-executive Directors

Mr. WANG Yuguo (£ EE)
Mr. FU Yachen (fJ35/x)
Mr. POON Pok Man ((&1§XX)

Biographical information of the Directors are set out in “Directors, Supervisors and Senior Management” section on
pages 53 to 60 of this Annual Report. There are no financial, business, family or other material or relevant relationships
between members of the Board.

/
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CHAIRMAN OF THE BOARD AND GENERAL MANAGER

The positions of the chairman of the Board and the general manager of the Company are held separately. The role of
chairman of the Board of the Company, Mr. LIU Changchun, is mainly responsible for the formulation of our corporate
strategies and directing the activities of our Board, while the general manager, Mr. YANG Zhongshi, is mainly responsible
for the overall management of business and operations of our Group including heat supply and heat supply related
services, with specific focus on the general office, human resources department, internal audit department and
resources management department.

The division of responsibilities between the chairman of the Board and the general manager is defined and established
in writing.

INDEPENDENT NON-EXECUTIVE DIRECTORS

For the year ended 31 December 2020 and up to the date of this report, the Board has been in compliance with relevant
requirements of the Listing Rules, and has appointed at least three independent non-executive Directors (representing
at least one-third of our Board), with one of whom possessing appropriate professional qualifications or accounting or
related financial management expertise.

Each of the independent non-executive Directors has received written annual confirmation in respect of his/her
independence in accordance with the independence guidelines set out in Rule 3.13 of the Listing Rules. The Company
considers all independent non-executive Directors are independent.

RE-ELECTION OF NON-EXECUTIVE DIRECTORS AND DIRECTORS

Code provision A.4.1 of the Corporate Governance Code stipulates that non-executive Directors shall be appointed for
a specific term, subject to re-election, whereas code provision A.4.2 states that all Directors appointed to fill a casual
vacancy shall be subject to election by Shareholders at the first general meeting after appointment.

Each of the Directors of the Company has been appointed for a specific term of service of three years commencing from
the date of appointment to the expiration of each appointment and is renewable upon re-election by Shareholders.

RESPONSIBILITIES, ACCOUNTABILITIES AND CONTRIBUTIONS OF THE BOARD AND
MANAGEMENT

The Board should assume responsibility for leadership and control of the Company, and is collectively responsible for
directing and supervising the Company'’s affairs.

The Board directly, and indirectly through its committees, leads and provides direction to management by laying down
strategies and overseeing their implementation, monitors the Group’s operational and financial performance, and
ensures that sound internal control and risk management systems are in place.

All Directors, including non-executive Directors and independent non-executive Directors, have brought a wide spectrum
of valuable business experience, knowledge and expertise to the Board for its efficient and effective functioning.

The independent non-executive Directors are responsible for ensuring a high standard of regulatory reporting of the
Company and providing a balance in the Board for bringing effective independent judgment on corporate actions and
operations.

All Directors have full and timely access to all the information of the Company as well as the services and advice from
the joint company secretary and senior management. The Directors may, upon request, seek independent professional
advice in appropriate circumstances, at the Company’s expenses for discharging their duties to the Company.
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The Directors shall disclose to the Company details of other offices held by them.

The Board reserves for its decision all major matters relating to policy matters, overall strategies and budgets, internal
control and risk management systems, material transactions (in particular those that may involve conflict of interests),
financial information, appointment of Directors and other significant financial and operational matters of the Company.
Responsibilities relating to implementing decisions of the Board, directing and coordinating the daily operation and
management of the Company are delegated to the management.

For the year ended 31 December 2020, the Board held seven meetings to deal with various important matters of the
Company.

CONTINUOUS PROFESSIONAL DEVELOPMENT OF DIRECTORS

Each of the Directors keeps abreast of his/her responsibilities as a Director of the Company and of the conduct,
business activities and development of the Company.

Every newly appointed Director will receive induction on the first occasion of his/her appointment to ensure appropriate
understanding of the business and operations of the Company and full awareness of a Director’s responsibilities and
obligations under the Listing Rules and relevant statutory requirements. Such induction shall be supplemented by visits
to the Company’s key plant sites and meetings with senior management of the Company.

Directors should participate in appropriate continuous professional development to develop and refresh their knowledge
and skills to ensure that their contribution to the Board remains informed and relevant. The Company will arrange
internally-facilitated briefings for Directors and issue reading material on relevant topics to the Directors where
appropriate. All Directors are encouraged to attend relevant training courses at the Company’s expenses.

During the year 2020, the Company provided two trainings for all Directors. Such training sessions cover a wide range
of relevant topics including Directors’ statements and undertakings, Supervisors’ statements and undertakings, code for
securities transactions by Directors and Supervisors, related insider dealing rules under the SFO, disclosable interests
as required by SFO, management of information disclosure, continuing responsibilities for information disclosure (such
as general matters and inside information), connected transactions and disclosable transactions. In addition, relevant
reading materials including legal and regulatory updates and seminar handouts have been provided to the Directors for
their reference and studying. Each of the Directors has completed the aforementioned trainings.

BOARD COMMITTEES

The Board has established four committees, namely, the audit committee, remuneration committee, nomination
committee and strategy committee, for overseeing particular aspects of the Company’s affairs. All Board committees of
the Company are established with specific written terms of reference which state clearly their authority and duties. The
terms of reference of all of the committees are posted on the Company’s website and the Stock Exchange’s website and
are available to Shareholders upon request.

Members of each Board committee comprise independent non-executive Directors and the list of the chairperson and
members of each Board committee are set out under “Corporate Information” on pages 247 to 248 of this Annual Report.
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AUDIT COMMITTEE

As at the date of this report, the audit committee currently comprises three non-executive Directors, namely Mr. POON
Pok Man (chairperson), Mr. LIU Changchun and Mr. WANG Yuguo, with the majority being independent non-executive
Directors (including one independent non-executive Director with accounting expertise). None of the members
of the audit committee is a former partner of the Company’s existing auditors. The primary responsibilities of the
audit committee include but not limited to supervising the Company’s internal control, risk management, financial
information disclosure and financial reporting matters. The terms of reference of the audit committee is available on
the Stock Exchange’s website and the Company’s website. For the work and reports of the audit committee on the risk
management and internal control of the Company, please see the paragraph headed “Risk Management and Internal
Control”.

During the year ended 31 December 2020, the audit committee held five meetings and passed a total of 14 resolutions
and made recommendations to the Board on such matters. The meetings focused on overseeing and reviewing
the effectiveness of the Company’s financial controls, internal controls and risk management, reviewing the annual
connected transactions and the implementation thereof, and reviewing the Company’s 2019 annual results and 2020
interim results and financial statements, as well as the appointment of the Company’s external auditor for the year 2020
and the change of accounting standards for the preparation of financial statements.

REMUNERATION COMMITTEE

As at the date of this report, the remuneration committee currently comprises three members, namely Mr. FU Yachen
(chairperson), Mr. XU Chungang and Mr. POON Pok Man, with the majority being independent non-executive Directors.
The primary responsibilities of the remuneration committee include but not limited to making recommendations to the
Board of Directors on the Company’s policy and structure for the remuneration of all the Company’s Directors and senior
management and on employee benefit arrangements. The terms of reference of the remuneration committee is available
on the Stock Exchange’s website and the Company’s website.

During the year ended 31 December 2020, the remuneration committee held one meeting and made recommendations
to the Board on such matters. The meeting focused on reviewing the remuneration of the Directors, Supervisors and
senior management and the relevant remuneration policy and structure.

NOMINATION COMMITTEE

As at the date of this report, the nomination committee currently comprises three members, namely Mr. WANG Yuguo
(chairperson), Mr. YANG Zhongshi and Mr. FU Yachen, with the majority being independent non-executive Directors.
The primary responsibilities of the remuneration committee include but not limited to making recommendations to the
Board of Directors on the appointment and removal of Company’s Directors and senior management, discussing Board
Diversity Policy (“Board Diversity Policy”) and ensuring the Board has continuously carried out their duty of corporate
management. The terms of reference of the nomination committee is available on the Stock Exchange’s website and the
Company’s website.

During the year ended 31 December 2020, the remuneration committee held one meeting and made recommendations
to the Board on such matters. The meeting focused on overseeing and reviewing the structure, size, composition and
diversity of the Board of the Company and re-examining the independence of the independent non-executive Directors.
The leadership and contribution of the Directors were also reviewed, as well as the implementation of the Director
Nomination Policy, corporate governance functions and policies of the Company.

The nomination committee considered an appropriate balance of diversity of the Board is maintained.
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STRATEGY COMMITTEE

As at the date of this report, the strategy committee currently comprises three members, namely Mr. LIU Changchun
(chairperson), Mr. WANG Yuguo and Mr. SHI Mingjun. The primary responsibility of the strategy committee is to assist
the Board of Directors in formulating and evaluating our mid- to long-term development strategy of the Company and
its implementation plan, and to make recommendations to the Board on major corporate affairs, major investment and
financing proposals. The terms of reference of the strategy committee is available on the Stock Exchange’s website and
the Company’s website.

During the year ended 31 December 2020, the remuneration committee held three meetings and made
recommendations to the Board on such matters. The meetings focused on reviewing the acquisition of 50% equity
interests in Changchun FAW Sihuan Kinetic Company Limited* (K& —/AMIRE)EEH R 2 F)) and the acquisition of 100%
equity interests in Yatai Heating and reviewing the implementation of the Company’s mid- to long-term strategic plan.

BOARD DIVERSITY AND NOMINATION POLICY

In order to enhance the effectiveness of our Board and to maintain high standards of corporate governance, we have
adopted the Board Diversity Policy which sets out the approach to achieve and maintain diversity on our Board. The
Board Diversity Policy provides that our Company should endeavor to ensure that our Board members have the
appropriate balance of skills, experience and diversity of perspectives that are required to support the execution of its
business strategy. Pursuant to the Board Diversity Policy, we seek to achieve Board diversity through the consideration
of a number of factors, including but not limited to professional experience, skills, knowledge, gender, age, cultural and
educational background, ethnicity and length of service.

Our Directors have a balanced mix of knowledge and skills, including overall management, strategies and planning,
heating engineering, construction projects management, legal, finance and business administration. We have three
independent non-executive Directors with different industry backgrounds, representing one third of the members of our
Board. Taking into account our existing business model and specific needs as well as the different background of our
directors, the composition of our Board satisfies our board diversity policy. Nevertheless, in recognizing the particular
importance of gender diversity, our Company confirm that our nomination committee will, within three years from the
Listing Date, identify and recommend one female candidate to our Board for its consideration on her appointment as
director of our Company.

The nomination committee of our Board is responsible for reviewing our Board Diversity Policy from time to time
to ensure its continued effectiveness. The effective implementation of the Board Diversity Policy requires that our
Shareholders are able to judge for themselves whether the Board as constituted is a reflection of diversity, or a gradual
move to increased diversity, on a scale and at a speed which they support. To this end, our Shareholders will be
provided with detailed information of each candidate for appointment or re-election to the Board through announcements
and circulars published prior to general meetings of our Company. Further, our implementation of the Board Diversity
Policy will be disclosed in our annual report.

Going forward, to develop a pipeline of potential successors to the Board that could ensure gender diversity of our
Board in a few years’ time, our Company will (i) consider the possibility of nominating female senior management who
has the necessary skills and experience to the Board; (ii) ensure that there is gender diversity when recruiting staff at
mid to senior level; and (iii) engage more resources in training female staff with the aim of promoting them to the senior
management or directorship of our Company.
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The Company has formulated strict selection criteria in its director nomination policy. The nomination committee makes
recommendations on the appointment of Board candidates or the re-appointment of existing members of the Board.
The factors considered by the nomination committee when evaluating candidates include (but are not limited to) the
following: (i) integrity; (ii) achievements, experience and reputation in heating business and other related industries; (iii)
commitment to invest sufficient time, represent the interests of the sector and pay attention to the company’s business;
(iv) diversity in all aspects of the Board Including, but not limited to, gender, age, cultural/educational and professional
background, skills, knowledge and experience; (v) the ability to assist and support management and make a significant
contribution to the Company’s success; (vi) compliance with the independence requirements for the appointment of
independent non-executive directors in accordance with Rule 3.13 and Rules A-5.5 of Appendix 14 to the Listing Rules;
and (vii) any other relevant factors as determined from time to time by the nomination committee or the Board.

The appointment of any candidate for the Board of directors or the re-appointment of any existing member of the Board
of directors must be conducted in accordance with the Company’s articles of association and other applicable rules and
regulations.

The Company has also established strict nomination procedures, including: (i) the company secretary must convene
a meeting and invite members of the Board of directors to nominate candidates (if any) for consideration by the
nomination committee. The nomination committee may also search extensively in the talent market and nominate
candidates for consideration. Each candidate must provide a personal resume to the nomination committee; (ii) for the
appointment of any candidate for the Board of Directors, the nomination committee must conduct adequate due diligence
and make recommendations for consideration and approval by the Board; (iii) for the re-appointment of any existing
members of the Board, the nomination committee must submit suggestions to the Board for consideration and make
recommendations, so that candidates can be re-elected at general meetings; (iv) the procedures for shareholders to
nominate any candidate for director election will be implemented in accordance with the “Procedures for Shareholders
to Nominate Candidates for Election of Directors at General Meetings of the Company and Procedures for Dismissal of
Directors by Shareholders”; and (v) the Board of Directors has the final decision on all matters concerning the election at
the general meetings.

~
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CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functions set out in the code provision D.3.1 of the Corporate Governance
Code.

During the reporting period, the Board had reviewed the Company’s corporate governance policies and practices,
training and continuous professional development of Directors and senior management, the Company’s policies and
practices on compliance with laws and regulations, the compliance with the Model Code and Employees Written
Guidelines, and the Company’s compliance with the Corporate Governance Code and disclosure in this Corporate
Governance Report.

ATTENDANCE RECORDS OF DIRECTORS AND MEMBERS OF BOARD COMMITTEE

The attendance record of each Director at the Board and Board committee meetings and the general meetings of the
Company held during the year ended 31 December 2020 is set out in the table below:

Attendance/number of meetings during the term of office

Shareholders

Board of Audit  Remuneration Nomination Strategy General
Name of Director Directors Committee Committee Committee Committee Meeting
Mr. LIU Changchun (Chairman) 77 5/5 3/3 2/2
Mr. YANG Zhongshi 717 11 2/2
Mr. SHI Mingjun 77 3/3 2/2
Mr. XU Chungang 77 11 2/2
Mr. LI Yeji 717 1/2
Mr. WANG Yuguo 77 5/5 11 3/3 2/2
Mr. FU Yachen 77 11 11 2/2
Mr. POON Pok Man 77 5/5 11 1/2

Apart from regular Board meetings, the Chairperson also held two meetings with the independent non-executive
Directors without the presence of executive Directors during the reporting period, mainly discussing about the acquisition
of relevant assets of Changchun Qinggui Heat Supply Co., Ltd.* (R&EMEHHEERR A ) and the acquisition of entire
equity interests in Changchun Yangguang Heat Supply Co., Ltd.* (R&EMG LG R E T A ).

RISK MANAGEMENT AND INTERNAL CONTROL

To comply with the requirements of risks management for listed companies, establish and improve the risk control and
management system, process and warning mechanism as necessary for the operation of listed companies to ensure
effective identification of risks, the Company further organized and conducted internal control and risks management,
including analyzing the current status of the Company, analyzing and optimizing the difference between the actual
and planned internal control, compiling an internal control manual, conducting internal control research, establishing
risks management system, identifying and collecting risks facing the Company, compiling a risk response report and
risk management manual for the year. During the course, the integrity, reasonableness, and the implementation of the
internal control measures by various departments of the Company have been organized and reviewed to effectively
control the possibility of the occurrence of such risks. The Company’s risk management and control capabilities are
enhanced as a whole so as to continuously enhance its core competitiveness.
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The Board fully understands its responsibilities for risk management and internal control systems, and for reviewing their
effectiveness. The systems aim to manage rather than eliminate the risks of the failure to achieve business objectives
and can only provide reasonable but not absolute assurance against material misstatement or loss. The major internal
control policies established by the Company include internal control evaluation manual, risk management system,
accounting management system, financial management system and legal affairs management system. The management
has confirmed to the Board and the audit committee on the effectiveness of the risk management and internal control
systems for the year ended 31 December 2020.

The Board reviews the Company’s risk management and internal control systems annually. The Board, as supported by
the audit committee as well as the management report and the internal audit findings, reviewed the risk management
and internal control systems, including the financial, operational and compliance controls, for the year ended 31
December 2020, and considered that such systems are effective and adequate. The annual review also covered the
financial reporting and internal audit function and staff qualifications, experiences and relevant resources. Arrangements/
Whistleblowing procedures are in place to facilitate employees of the Company to raise, in confidence, concerns about
possible improprieties in financial reporting, internal control or other matters of the Company.

The Company has developed its internal report system for significant information, which provides a general guide
to the Company’s Directors, executive officers, senior management and relevant employees in handling confidential
information, monitoring information disclosure and responding to enquiries.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITOR

The Directors acknowledge their responsibility for preparing the financial statements of the Company for the year ended
31 December 2020. The Directors are not aware of any material uncertainties relating to events or conditions that may
significantly affect the Company’s ability to operate as a going concern. The statement of the external auditors of the
Company about their reporting responsibilities on the financial statements is set out in “Auditor’'s Report” section on
pages 61 to 65.

Where appropriate, a statement will be submitted by the audit committee explaining its recommendation regarding the
selection, appointment, resignation or dismissal of external auditors and the reasons why the Board has taken a different
view from that of the audit committee.

~
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AUDITOR’S REMUNERATION

The Company received a letter dated 2 December 2020 from Ernst & Young (“Ernst & Young”) which stated, among
others, that as Ernst & Young understands that its proposed audit fee for the year ending 31 December 2020 was not
ultimately agreed by the Company, after considering the fee and risk factors, it shall retire as the auditor of the Company
immediately. In the above letter, Ernst & Young confirmed that in its opinion, there are no circumstances in connection
with its retirement that needs to be brought to the attention of the shareholders of the Company. The Board and the audit
committee of the Board confirmed that there is no disagreement between the Company and Ernst & Young regarding its
retirement. The Board further confirmed that it is not aware of any matters regarding the retirement of Ernst & Young that
needs to be brought to the attention of the shareholders of the Company.

On 22 December 2020, the Board and the audit committee of the Board proposed to appoint Da Hua as the auditor of
the Company for the year ended 31 December 2020 to fill the vacancy arising from Ernst & Young’s retirement, which
was approved by the Shareholders at the extraordinary general meeting held on 24 February 2021.

The remuneration paid or payable to the Company’s external auditor by the Company in respect of audit services and
non-audit services for the year ended 31 December 2020 amounted to RMB1.2 million and nil (2019: RMB1.9 million and
nil), respectively.

JOINT COMPANY SECRETARIES

Mr. WAN Tao (“Mr. Wan”) and Mr. LEE Chung Shing (“Mr. Lee”) are the joint company secretaries of our Company.
Ms. TONG Suet Fong (“Ms. Tong”) was appointed as a joint company secretary in February 2019 and resigned with
effect from 14 August 2020. After Ms. Tong’s resignation, Mr. Lee was appointed as a joint company secretary on the
same day. Mr. Wan has extensive experience in board and corporate management matters but presently does not
possess any of the qualifications under Rules 3.28 and 8.17 of the Listing Rules, and may not be able to solely fulfill the
requirements of the Listing Rules.

The Stock Exchange has granted a waiver to the Company from strict compliance with the requirements of Rules 3.28
and 8.17 of the Listing Rules in respect of the acting of Mr. Wan as a joint company secretary of the Company for a
period of three years (the “Waiver Period” i.e. 24 October 2019 to 23 October 2022) from the date of listing of the
Company’s H shares on the Main Board of the Stock Exchange, being 24 October 2019, (the “Waiver”), on the condition
that Mr. Wan will be assisted by Ms. Tong, the other joint company secretary of the Company, during the Waiver Period
to acquire the relevant experience as is required of a company secretary under note 2 to Rule 3.28 of the Listing Rules
and discharge his functions as a joint company secretary of the Company. The Waiver was revoked upon Ms. Tong’s
resignation on 14 August 2020.

The Company has therefore applied to the Stock Exchange for, and the Stock Exchange has granted on 13 August 2020,
a new waiver from strict compliance with the requirements under Rules 3.28 and 8.17 of the Listing Rules with respect to
the eligibility of Mr. Wan to act as a joint company secretary of the Company (the “New Waiver”) for the remaining period
of the Waiver from the date on which Mr. Lee is appointed as the other joint company secretary of the Company, being
14 August 2020 (the “New Waiver Period”, i.e. 14 August 2020 to 23 October 2022). The New Waiver is granted on the
following conditions:

Mr. Wan will be assisted by Mr. Lee during the New Waiver Period;

ii the Company shall notify the Stock Exchange at the end of the New Waiver;

iii Period for the Stock Exchange to re-visit the situation. The Stock Exchange expects that after the end of the New
Waiver Period, the Company will be able to demonstrate that Mr. Wan satisfies Rules 3.28 and 8.17 of the Listing

Rules, having had the benefit of Mr. Lee’s assistance such that a further waiver will not be necessary; and

iv the Company will announce the details of the New Waiver, including the reasons and conditions.
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The New Waiver applies to this case only and will be revoked immediately if and when Mr. Lee ceases to provide
assistance to Mr. Wan. The Stock Exchange may withdraw or change the New Waiver if the Company’s situation
changes.

Mr. Lee will work closely with Mr. Wan to jointly discharge the duties and responsibilities as company secretary and
assist Mr. Wan to acquire the relevant experience as required under Rules 3.28 and 8.17 of the Listing Rules. Mr. Wan
will also be assisted by (a) Messis Capital Limited, the compliance adviser of our Company, particularly in relation
to Hong Kong corporate governance systems and compliance issues; and (b) the Hong Kong legal advisers of our
Company, on matters concerning our Company’s ongoing compliance with the Listing Rules and the applicable laws and
regulations. In addition, Mr. Wan will endeavor to attend relevant training and familiarize himself with the Listing Rules
and duties required for a company secretary of a PRC issuer listed on the Hong Kong Stock Exchange. Mr. Wan, one
of the joint company secretaries, has been designated as the primary contact person of the Company which would work
and communicate with Mr. Lee on the Company’s corporate governance and secretarial and administrative matters.

For the year ended 31 December 2020, each of Mr. Wan and Mr. Lee has received no less than 15 hours of relevant
professional training on reviewing the requirements under the Listing Rules and other compliance.

SHAREHOLDERS’ RIGHTS

The Company engages with Shareholders through various communication channels and a shareholders’ communication
policy is in place to ensure that Shareholders’ views and concerns are appropriately addressed. The Company reviews
the policy regularly to ensure its effectiveness.

To safeguard Shareholders’ interests and rights, separate resolution is proposed for each substantially separate issue
at Shareholders’ meetings, including the election of individual Directors. All resolutions put forward at Shareholders’
meetings will be voted by poll pursuant to the Listing Rules and poll results will be posted on the websites of the
Company and the Stock Exchange after each Shareholders’ meeting.

CONVENING AN EXTRAORDINARY GENERAL MEETING BY SHAREHOLDERS

Shareholders holding more than 10% of Shares (individually or together with others) of the Company shall be entitled to
request for an extraordinary general meeting or class meeting.

Upon signing one or several written requests with the same content and format, and stating the subject of the meeting,
the aforesaid Shareholders may request the Board to convene an extraordinary general meeting or class meeting.
Shares held by the abovementioned Shareholders shall be calculated as at the date of submitting the written request.

PUTTING FORWARD PROPOSALS AT GENERAL MEETINGS

When the Company convenes the general meeting, the Board of Directors, Supervisory Committee and Shareholders
holding more than 3% of the shares of the Company separately or jointly are entitled to propose resolutions to the
Company. The Shareholders holding more than 3% of the shares of the Company separately or jointly may submit
ad-hoc proposals and submit them to the convener in writing ten days before the general meeting is held.

The proposal contents shall fall into the terms of reference of the general meeting. There shall be defined topics
and specific matters for resolution. The proposal shall comply with the relevant provisions of the laws, administrative
regulations and the Articles of Association.
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PUTTING FORWARD ENQUIRIES TO THE BOARD

For putting forward any enquiries to the Board, Shareholders may send written enquiries to the Company. The Company
will not normally deal with verbal or anonymous enquiries.

CONTACT DETAILS

Shareholders may send their written enquiries or requests through the following means:

Address: No. 28 Block B Nanhu Road Community

No. 998 Nanhu Road

Nanguan District, Changchun City

Jilin Province

PRC

(For the attention of the secretary to the Board)
Email: cxgc-wt@ccrljt.com

For the avoidance of doubt, Shareholders must deposit and send the original duly signed written requisition, notice
or statement, or enquiry (as the case may be) to the above address and provide their full names, contact details and
identification in order to facilitate the Company to respond. Shareholders’ information may be disclosed as required by law.

COMMUNICATION WITH SHAREHOLDERS AND INVESTORS/INVESTORS RELATIONS

The Company considers that effective communication with Shareholders is essential for enhancing investor relations
and investors’ understanding of the Group’s business performance and strategies. The Company endeavors to maintain
an on-going dialogue with Shareholders and in particular, through annual general meetings and other general meetings.
The chairman of the Board, non-executive Directors, independent non-executive Directors, and the chairman of all Board
committees (or their delegates) will make themselves available at general meetings to meet Shareholders and answer
their enquiries.

THE ARTICLES OF ASSOCIATION

During the reporting period, on 30 March 2020, the Board has passed the resolution regarding the proposed
amendments to the Articles of Association (the “Proposed Amendments to the Articles of Association after the
Listing”). In view of (1) the State Council requested timely adjustments regarding the expiration period for holding
general meetings by overseas listed companies; (2) certain provisions of the Company after the Listing are not
applicable and need to be amended according to actual circumstances; (3) the need to further enhance corporate
governance, the Proposed Amendments to the Articles of Association after the Listing were approved by the
Shareholders at the extraordinary general meeting of the Company held on 24 May 2020.

On 22 December 2020, the Board has passed the resolution regarding the proposed amendments to the Articles of
Association (the “Proposed Amendments to the Articles of Association”), which includes a proposed change of
account standards. The Proposed Amendments to the Articles of Association also encompasses, among others, the
adjustment of the notice period for convening general meetings of the Company in alignment with the relevant laws,
rules and regulations and the restriction on registration of transfer of Shares before general meetings of the Company
were held. Please refer to the circular dated 15 January 2021 for the full text of the Proposed Amendments to the
Articles of Association. The Proposed Amendments to the Articles of Association were approved by the Shareholders at
the extraordinary general meeting of the Company held on 24 February 2021 and the up-to-date version of the Articles of
Association is available on the Company’s website and the Stock Exchange’s website.

~
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CHAIRMAN, NON-EXECUTIVE DIRECTOR LIU CHANGCHUN

Mr. LIU Changchun (BIR&% %), aged 57, joined our Group in March 2016 and is currently the Chairman of our
Board and a non-executive Director of our Company. Mr. LIU is mainly responsible for the formulation of our corporate
strategies and directing the activities of our Board.

Prior to joining our Group, Mr. LIU had senior management experience for other corporate enterprises. From March 1996
to December 1997, he was the general manager of Jiutai Materials Corporation* (1 & T ¥ E B4 A7) and the deputy
general manager of its holding company Materials Group Corporation* (#)&£%E# /A7), a corporate group providing
centralized procurement, management and materials supply services based in Jilin Province, the PRC. He was mainly
responsible for overall operations management. From December 1997 to June 2000, he was the general manager of
Jiutai City Industrial Corporation* (S1& ™ L## /A 7)), an industrial parts manufacturing company based in Jilin Province,
the PRC. He was mainly responsible for the overall management of business and operations.

He served as government officials prior to joining our Group. From June 2000 to April 2010, he was the deputy mayor
of Dehui City (f82), Changchun City, the PRC, and from June 2010 to September 2013, he was the Mayor of Dehui
City (f22T), Changchun City, the PRC. Subsequently, Mr. LIU was appointed by SASAC Changchun as a director,
the chairman of the board of directors (from June 2014 to August 2014) and the general manager of Changchun Public
Transport Group Co., Ltd.* (REARRE (5ME) BR2AF]), a local state-owned public transport enterprise based in
Changchun City, the PRC. He was mainly responsible for operations management from April 2014 to March 2016.

Outside our Group, Mr. LIU has served in Changchun Heating Group, our Controlling Shareholder, as a director since
March 2016 and as the chairman of the board since September 2016. Mr. LIU has served as the chairman in Jilin
Province Xinda Investment Management Co., Ltd. (EMEFEREEEBMR A F) and has served as a non-executive
director in Jilin Chuncheng Investment Co., Ltd. (EM&EBHIREBR A F]) since September 2018. Since December
2019, Mr. LIU has served in Yatai Heating as the chairman of the board (legal person).

Mr. LIU obtained a bachelor’'s degree in materials engineering from Jilin Institute of Engineering* (EM I 2%) (now
known as Changchun University of Technology (R&IZX2) in Jilin Province, the PRC, in July 1983 and a master’s
degree in business administration from Northeast Normal University (R3tEi#5AXZ) in Jilin Province, the PRC, in June
2010. Mr. LIU has obtained the qualification as a senior engineer (IES# T#2EM) in heat treatment of metal materials
(EBMBEEE) awarded by the Human Resources and Social Security Bureau of Jilin Province (Z#& A HERM
H=2/RFEEE). Mr. LIU also passed exams in respect of legal, ethical and operational framework of funds (BE&A3#%
B BEEmEEISRE), fundamental knowledge in investment funds of private equity shares (AREREREESE
W 40:%) and fundamental knowledge in investment funds of securities (F &R EE & EMH:) organized by the Asset
Management Association of China (FEIZESREE S X E). Mr. LIU was also awarded the seventh batch of experts
with outstanding contributions (FEt#tE X HERIEREEERE) jointly by the Changchun Municipal Chinese Communist
Party’s Committee (PR &M Z) and the People’s Government of the Changchun Municipal (R&™ A RBM). Mr. LIU
was also awarded “Outstanding Entrepreneur of the Year” in the 10th China Securities Golden Bauhinia Awards.
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VICE CHAIRMAN, EXECUTIVE DIRECTOR, GENERAL MANAGER
YANG ZHONGSHI

Mr. YANG Zhongshi (1888 %), aged 54, joined our Group in April 1998 and is currently the vice chairman of the
Board, an executive Director and the general manager of our Company, mainly responsible for overall management of
business and operations of our Group including heat supply and heat supply related services, with specific focus on the
general office, human resources department, internal audit department and resources management department.

Mr. YANG has approximately 30 years of working experience in the heating industry and held various senior
management positions within our Controlling Shareholder Changchun Heating Group. He was the deputy chief engineer
of Changchun Heating Group from December 2000 to December 2002 and was promoted to chief engineer since
December 2002, mainly responsible for overall technology management. He served as the deputy general manager at
Changchun Heating Group from February 2011 to April 2016, mainly responsible for production management, production
safety management and end-users service management, and the general manager from April 2016 to May 2018, mainly
responsible for overall business management and implementation of policies passed by the board of directors. Mr. YANG
was appointed as a director of Changchun Heating Group from August 2017 to October 2019, mainly responsible for
overall management of business and operation. Since May 2018, he has not participated in the daily operation of
Changchun Heating Group and has been mainly responsible for formulation of corporate strategies. He was a director at
Heating Engineering Design from September 2012 to July 2018, mainly responsible for overall management of business
and operations. Mr. YANG has served as a director in Jilin Province Xinda Investment Management Co., Ltd. since June
2017 and in Yatai Heating since December 2019.

Mr. YANG graduated with a bachelor’s degree in power plant thermal power engineering from Northeast China Institute
of Electric Power Engineering (3R1tE 1 258%) (now known as Northeast Electric Power University (3R1tEHKE)) in
Jilin Province, the PRC, in June 1989. Mr. YANG was accredited as a senior engineer in thermal energy engineering by
Human Resources and Social Security Bureau of Jilin Province (F#%& A D& RMEZ/REEE) in January 2013. He was
appointed as a member of the technical expert committee of China District Heating Association (B EEHHE) in
March 2017.
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EXECUTIVE DIRECTOR, DEPUTY GENERAL MANAGER SHI MINGJUN

Mr. SHI Mingjun (B85 4), aged 52, joined our Group in April 1998 and is currently an executive Director and
the deputy general manager of our Company, mainly responsible for overall management of heat supply network
construction projects as well as mergers and acquisitions and business development of our Group.

Mr. SHI has approximately 24 years of working experience in the heating industry. He held various positions within our
Controlling Shareholder Changchun Heating Group and worked successively as manager assistant, deputy manager
and manager of the construction development division from September 2000 to August 2009, mainly responsible for
construction of thermal power plants network, overall management of business operations and formulation of business
strategies. He then worked at Changchun Heating Group as the general manager assistant from August 2009 to August
2010 and was promoted to the position of deputy general manager from August 2010 to July 2018 mainly responsible for
formulation of strategies and development plans of our Group and overall management of business operations. Mr. SHI
was appointed as a director of Changchun Heating Group from November 2014 to January 2018, mainly responsible
for overall management of construction projects. He has worked as the deputy general manager of our Company since
July 2018. Mr. SHI has served in Datang Changre Jilin Heating Company Limited (KERHBEMEHERAE) as a
non-executive director since June 2017; as the chairman (legal person) in Jilin Province Xixing Energy Limited (&
MEFEEEERAMR Q) (formerly known as Changchun FAW Sihuan Kinetic Company Limited (R&—/RNRBEER
PR /A |])) since October 2014 and subsequently re-designated as executive director (legal person) from June 2020 to
August 2020; as an executive director and general manager in Jilin Province Chuncheng Biomass Power Co., Ltd from
December 2018 to January 2020; and as a director in Yatai Heating since December 2019.

Mr. SHI obtained a bachelor’s degree in civil engineering from Kunming University of Science and Technology (£ T
K Z) in Yunnan Province, the PRC, in October 2002 and a master’s degree in senior executive business administration
management from Jilin University (ZF#A2) in Jilin Province, the PRC, in June 2012. Mr. SHI was accredited as a
senior engineer in industrial and construction by Jilin Department of Personnel (F#%& AZEE) in January 2017.

EXECUTIVE DIRECTOR, DEPUTY GENERAL MANAGER, FINANCIAL CONTROLLER
XU CHUNGANG

Mr. XU Chungang (#&#E/l5t4), aged 47, joined our Group in May 2018 and is currently an executive Director, the
deputy general manager and financial controller of our Company, mainly responsible for overall management of business
plans, finance and legal matters of our Group.

Prior to joining our Group, Mr. XU had senior management experience for other corporate enterprises. He successively
served at Changchun Water Group* (R&EK#EE), a local stated-owned water enterprise in the PRC, as the deputy
head from December 2002 to February 2003, deputy head of corporate strategies from February 2003 to March 2005,
head of corporate strategies from March 2005 to February 2006, head of finance department from February 2006 to
March 2006, the deputy chief economist from May 2007 to May 2014, and general manager assistant from July 2010 to
May 2014, mainly responsible for overall management of business plans and finance. From May 2014 to October 2016,
he was promoted as the deputy general manager of Changchun Water (Group) Co., Ltd.* (R&EKK (£B) BREELD
7]), mainly responsible for water discharge segment management and management of safety and legal matters. From
December 2016 to April 2018, he was the general manager of Changchun Investment and Construction (Group) Co.,
Ltd.* (REWRERIKRE (5£8) GBR2QF), a company engages in infrastructure construction, investment and operations
for Changchun City, the PRC, mainly responsible for overall management of business operation. In addition to his
corporate experiences, Mr. XU served as the mayor assistant of Yushu City (#14T), Jilin Province, the PRC, mainly
responsible for assisting the deputy mayor to manage agriculture industry from March 2006 to May 2007.

Mr. XU obtained a master’s degree in laws from Jilin University (ZF#X2) in Jilin Province, the PRC, in December 2008.
Mr. XU was accredited as a senior accountant by Jilin Department of personnel (5#%& AZEE) in September 2005.
Mr. XU passed the PRC judicial exam and received the qualification of legal profession (GAEBEE#KE) by Ministry of
Justice of the People’s Republic of China (FFZ A R £ FEl 7] ;%E6) in September 2002.

\ /
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EXECUTIVE DIRECTOR LI YEJI

Mr. LI Yeji (ZZ4&%E4E), aged 43, joined our Group in September 2001 and is currently an executive Director, and our
manager of the construction management center, mainly responsible for overall management of construction projects of
our Group.

Mr. LI has approximately 20 years of working experience in the PRC heating industry. He has held various positions
within our Controlling Shareholder Changchun Heating Group and worked successively as the construction manager
of the construction development division from September 2001 to May 2002, mainly responsible for coordination of
construction projects; the process engineer of the technical department from May 2002 to April 2008, mainly responsible
for process management of technical department; the deputy manager of Chaoyang Division One from April 2008
to March 2009 mainly responsible for production management and quality control; the deputy head of production
department from March 2009 to March 2010 mainly responsible for operations and end-users services management;
the deputy manager of Chaoyang Division Two from March 2010 to April 2012 mainly responsible for production
management, quality control and management of technical equipment; the head of the integrated business planning
department from April 2012 to May 2015 mainly responsible for overall management and operations planning; the
head of the fuel management division and secretary from May 2015 to May 2017 mainly responsible for overall fuel
management; deputy head of the construction management center from May 2017 to July 2017 mainly responsible
for construction project management; and manager of the construction management center since December 2017
mainly responsible for construction project management. Mr. LI was seconded to Tianjin Jin’an Thermal Power Limited
Liability Company* (KZEZZH#EHRE(E L T) as deputy general manager from July 2017 to December 2017, mainly
responsible for management of technology and production.

Mr. LI graduated from Jilin Institute of Architecture and Engineering* (FMZEE TREPT) (now known as Jilin Jianzhu
University (ZMEEKE) in Jilin Province, the PRC, with a bachelor’s degree in heating ventilation and air conditioning
engineering in July 2001. He was accredited as a senior engineer in heating, ventilation, and air conditioning by Human
Resources and Social Security Bureau of Jilin Province (FM& A W ERFLZREEE) in January 2013.

~




Y

JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

DIRECTORS, SUPERVISORS
AND SENIOR MANAGEMENT

a N

INDEPENDENT NON-EXECUTIVE DIRECTOR WANG YUGUO

Mr. WANG Yuguo (£ EE5E4), aged 51, is an independent non-executive Director of our Company. He was appointed
as our independent non-executive Director on 19 August 2019. He is responsible for overseeing the management of
our Group independently. Mr. WANG has served as the chief of tourist office and head of investment promotion office
at the Foreign Economic Agency of Dehui City, Jilin Province* (EMEEBEMREHIIMEEZREF) from March 2003 to
February 2006, mainly responsible for management of tourism resources and the introduction of foreign investment,
during which he also served as the director of foreign investment division at the Economic Department of Dehui City,
Jilin Province* (EMABEMLEF) from February 2006 to December 2010, mainly responsible for the introduction of
foreign investment, during which he also served as the deputy head of Buhai County (#}&#&), Dehui City (22 ) from
May 2007 to June 2009, mainly responsible for management of human resources and modern agricultural projects.
From December 2010 to December 2012, Mr. Wang was the general manager of Jilin Province Dehui City Investment
Development Co., Ltd.* (EMBBEMHMIREZEBMRAF), a city project investment company and property developer,
mainly responsible for management of the investment projects in Dehui City and the development and construction of
real estate and infrastructure. From December 2012 to December 2015, Mr. WANG was the deputy manager of Dehui
City Commercial State-Owned Assets Operation Company* (BEMEEEFEELE A7), mainly responsible for
introducing foreign investments to Dehui City. From December 2015 to June 2017, Mr. WANG served as the deputy chief
at the Economic Department of Dehui City of Jilin Province* (FM&AZEEM&LE/F), mainly responsible for development
and management of tourism resources and introduction of foreign investment projects. From June 2017 to April 2018,
Mr. WANG was the deputy secretary general of Jilin Province City Heating Association* (FM& W EHEFHE), mainly
responsible for assisting the chief secretary general to manage the association. He has served as the chief secretary
general at Jilin Province City Heating Association* (EM&HEMHEIFE) since April 2018, mainly responsible for
research and consolidation of heat supply regulations at the state-level and provincial-level and the promotion of heat
supply industries.

Mr. WANG graduated from Jilin Finance and Trading College* (S # 81 B £P%) (now known as Jilin University of Finance
and Economics (F M4 KE)) in Jilin Province, the PRC, majoring in accounting in August 1992.

INDEPENDENT NON-EXECUTIVE DIRECTOR FU YACHEN

Mr. FU Yachen (f$3E/R5E4), aged 67, is an independent non-executive Director of our Company. He was appointed
as our independent non-executive Director on 19 August 2019. He is responsible for overseeing the management of
our Group independently. Mr. FU has over 36 years of experience teaching in university. He worked successively as a
lecturer and the deputy head of the faculty of finance at Jilin Finance and Trading College* (& # & & £F3) (now known
as Jilin University of Finance and Economics (EMEf &KX &)) and Changchun Tax Institute* (REBEET) (now known
as Jilin University of Finance and Economics (ZMEI&EKE) from July 1982 to December 1986, from January 1987
to December 1992 and from January 1993 to December 1998, respectively, mainly responsible for giving lectures. He
was promoted as the department head of faculty of finance at Changchun Tax Institute* (REFHEEPT) (now known as
Jilin University of Finance and Economics (ZMEI & X&) from January 1999 to December 2009, mainly responsible for
administrative work. From January 2010 to December 2010, Mr. FU was the dean of the finance faculty of Jilin University
of Finance and Economics (F#Ef&&KE) mainly responsible for management and administration. Mr. FU has been
working as an advisor at Jilin Provincial Government since January 2012, mainly responsible for offering advice and
supervising the government. He has been working as an independent director at Bank of Jilin (F##R1T) from October
2014 to April 2020, mainly responsible for overseeing the management independently.

Mr. FU graduated Jilin Finance and Trading College* (MBI EZEBR) (now known as Jilin University of Finance and
Economics (S EF& K E)) in Jilin Province in July 1982 with a bachelor’s degree in finance. Mr. FU was accredited as a
professor with a specialty in finance by Jilin Department of personnel (F#%& AZEEE) in November 1999. Mr. FU was also
accredited as a qualified teacher in tertiary education institutes by the Ministry of Education of the PRC (T BIEIR# B Z
B)in April 1997, and was awarded the renowned teacher of Jilin Province* (S # & #EZ2 KEM) in 2009.
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INDEPENDENT NON-EXECUTIVE DIRECTOR POON POK MAN

Mr. POON Pok Man (B3 5t4), aged 36, is an independent non-executive Director of our Company. He was appointed
as our independent non-executive Director on 19 August 2019. He is responsible for overseeing the management of
our Group independently. Mr. POON has over 13 years of professional experience in corporate finance, corporate
restructuring, financial reporting and auditing.

He is currently the chief financial officer and the assistant general manager of the shipping department of Asia Energy
Logistics Group Limited (ZEMEERYIFEBABR A ) (stock code: 351), mainly responsible for financial management,
overseeing investment projects and fund raising activities.

Mr. POON graduated from the City University of Hong Kong (&#&# ™ K&), with a bachelor's degree in Business
Administration (Hons) with a major in accounting in November 2007. He is a fellow member of the Hong Kong Institute of
Certified Public Accountants.

CHAIRMAN OF THE SUPERVISORY COMMITTEE WANG FENGHUA

Mr. WANG Fenghua (EEZE% ), aged 54, is the Chairman of the Supervisory Committee of our Company. He was
appointed as our Supervisor on 30 May 2018. Mr. WANG worked as the head of Changchun Heating Group construction
development division from February 2001 to April 2004, mainly responsible for materials procurement. From April
2004 to April 2008, Mr. WANG successively worked as the deputy manager and chairman of the labor union at the
construction development division of our Controlling Shareholder Changchun Heating Group, mainly responsible for
procurement and management of the labor union. From April 2008 to November 2009, Mr. WANG was the head of
procurement department of Changchun Heating Group, mainly responsible for materials procurement management.
From November 2009 to September 2010, he worked as the general manager assistant at Changchun State-owned
Capital Investment and Operation Co., Ltd.* (REMBEIBEELRKRELEHBRAT), mainly responsible for assisting the
general manager to manage and operate state-owned properties. From September 2010 to February 2014, Mr. WANG
worked as the chairman of the labor union at Changchun City Heat Supplies Operation Co., Ltd.* (REMHEAKLEFRE
f£2 7)), mainly responsible for labor union matters. Mr. WANG was promoted to the position of deputy general manager
of Changchun City Heat Supplies Operation Co., Ltd.* (REMHHLEFREIE A A from February 2014 to May 2015,
mainly responsible for management of company resources and coal. Mr. WANG re-joined Changchun Heating Group in
May 2015 and worked as the chairman of the labor union since then.

Mr. WANG obtained a bachelor’s degree in engineering with a major in metals and preservation from Jilin Institute of
Engineering* (ZMIEPT) (now known as Changchun University of Technology (&I X£)) in Jilin Province, the
PRC, in July 1992 and a master’s degree in business administration from Jilin University (F#X2) in Jilin Province,
the PRC, in June 2005. Mr. WANG was accredited as a senior engineer in heat supply equipment preservation by Jilin
Department of personnel (5##& ABEE) in January 2004.

~
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SUPERVISOR ZHANG WEI

Ms. ZHANG Wei (3R# % t), aged 40, is a Supervisor of our Company. She was appointed as our Supervisor on 30
December 2020. Ms. ZHANG qualified as an attorney-at-law of the PRC in 2016. Ms. ZHANG worked at Jilin ZhengJi
Law Firm (FMEEZEEMEFFAT) from January 2008 to October 2017 and as a practicing attorney from September 2016.
Since January 2018, Ms. ZHANG has been acting as the general counsel of Changchun State-owned Capital Investment
Operation (Group) Co., Lid.* (RETEBEERREEL (KE)ERAA) .

Ms. ZHANG obtained her bachelor’'s degree in law from Northeast Normal University (R1tEfiZiAKE), the PRC in 2003
and her master’s degree in civil law and commercial law from Jilin University (Z# X 2), the PRC in 2007.

EMPLOYEE-REPRESENTATIVE SUPERVISOR LI XIAOLING

Ms. LI Xiaoling (=¥ 2 1), aged 37, is an employee representative Supervisor of our Company. She was appointed as
our Supervisor on 30 May 2018. Ms. LI worked successively as technician in the technical department from July 2006
to April 2008, mainly responsible for maintaining and operating the office automation system, archivist at the general
manager office from April 2008 to May 2009, mainly responsible for managing the archives, back office administrator of
the human resources department from May 2009 to October 2016, mainly responsible for training and management of
technicians, assistant of the head of human resources department from October 2016 to July 2017, mainly responsible
for human resources provision and staff training, and deputy head of human resources department from July 2017 to
May 2018, mainly responsible for human resources management at our Controlling Shareholder Changchun Heating
Group. From May 2018 to November 2019, Ms. LI worked as the deputy head of human resources department at our
Company mainly responsible for the human resources management. Ms. LI has served as the deputy head of securities
department (taking charge of work) mainly responsible for securities management.

Ms. LI graduated with a bachelor’s degree in computer science and technology from Changchun University of
Technology (R&EIZAKE) in Jilin Province, the PRC, in July 2006.
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DEPUTY GENERAL MANAGER ZHANG LIMING

Mr. ZHANG Liming (3RZRBA%4), aged 46, joined our Group in January 1999 and is currently the deputy general
manager of our Company mainly responsible for production management, operations management of heating facilities
and investment management. Mr. ZHANG held various position within our Controlling Shareholder Changchun Heating
Group. He worked successively as head of production from January 1999 to April 2001 at Nanyi Division, mainly
responsible for management of heating supply operation and quality control; manager assistant and deputy manager
at Dongling Division from April 2001 to April 2006, mainly responsible for management of heating supply operation and
quality control, as well as, overall management. He then worked as the manager of Erdao Division, mainly responsible
for overall management of heat production and service fees from April 2006 to April 2009; the manager at Chaoyang
Division Two from April 2009 to April 2010, mainly responsible for management of heat production and operation; the
manager at Dongling Division, mainly responsible for overall management of heat supply operations from April 2010 to
April 2014; head of construction development department from April 2014 to May 2017, mainly responsible for overall
management of heat supply, technologies and safety matters; general manager assistant from December 2014 to May
2018, mainly responsible for project management; and an officer of construction management center from May 2017 to
December 2017. He was the deputy chief engineer of Changchun Heating Group from December 2017 to May 2018,
mainly responsible for overall management of heat supplies, technologies, safety matters and construction design.

Mr. ZHANG graduated with a bachelor’s degree in thermal energy engineering with Harbin Institute of Technology
(FMEEITZEAKE) in July 1996. Mr. ZHANG was accredited as a senior engineer in heat supply engineering by Jilin
Department of Personnel (F# & AZEEE) in November 2007.

BOARD SECRETARY, JOINT COMPANY SECRETARIES WAN TAO

Mr. WAN Tao (B H5t4), aged 34, joined our Group in May 2011 and is currently the Board secretary and general
office manager of our Company. He was appointed as our Board secretary in May 2018 and our joint company
secretary on 20 May 2019. Mr. WAN was the secretary and archivist and project statistician of Erdao Division of our
Controlling Shareholder Changchun Heating Group from May 2011 to October 2012 and from October 2012 to May
2013, respectively, mainly responsible for news publication and preparing plans for heat production. He then worked
as communications officer for the party branch at Changchun Heating Group from May 2013 to May 2015, mainly
responsible for publications and media communications; deputy head of fuel management of Changchun Heating Group
from May 2015 to May 2017, mainly responsible for securing coal supply for heat production; deputy director of office
from May 2017 to May 2018, mainly responsible for management of the office. Mr. WAN has been the Board secretary
and director of office of our Company since May 2018 responsible for organizing board meetings, shareholders’
meetings, supervisors’ committee preparation of documents and handling affairs in relation to our Group.

Mr. WAN graduated with a Bachelor of Arts degree with a major in Russian language from Beijing Normal University (it
HEMEI AR E) in Beijing, the PRC, in July 2009. He obtained board secretary qualification certificate from the Shanghai
Stock Exchange (L85 %X 5 Ft) having completed training and exams in December 2017.
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DaHuaShenZi [2021] no. 009727

To all shareholders of Jilin Province Chuncheng Heating Company Limited:

1. OPINION

We have audited the financial statements of Jilin Province Chuncheng Heating Company Limited (hereinafter
“Chuncheng Heating”), which comprise the combined and parent company’s statements of financial position as
at 31 December 2020, and the combined and parent company’s income statements, the combined and parent
company’s statements of cash flows, the combined and parent company’s statements of changes in equity for the
year 2020, and related notes to the financial statements.

In our opinion, the attached financial statements, which was prepared in accordance with the requirements
of ASBEs in all material aspects, give a true and fair view of the combined and parent company’s financial
position of Chuncheng Heating as at 31 December 2020, and of the combined and parent company’s financial
performance and cash flows for the year 2020.

2. BASIS OF OPINION

We conducted our audit in accordance with the China Standards on Auditing. Our responsibilities under those
standards are further described in the section headed “Auditor’s Responsibilities for the Audit of the Financial
Statements” of our report. We are independent of the Chuncheng Heating in accordance with the China
Standards on Auditing’s Code of Ethics for Professional Accountants, and we have fulfilled our other ethical
responsibilities. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

3. KEY AUDIT MATTERS
Key audit matters are the matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.
We determine that the following matters are key audit matters that need to be communicated in the audit report:

1. Recognition of revenue from heat supply

2. Expected credit loss on trade receivables
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(1) Recognition of revenue from heat supply

1. Description of the matter

Please refer to Note IV(XXXI) and Remark 41 in Note VI to the combined financial statements for
information on the accounting policies and carrying amounts related to the recognition of revenue
from heat supply of Chuncheng Heating.

As the recognition of revenue from heat supply is a key performance indicator of the Company, there
is an inherent risk that management may manipulate revenue to meet its objectives or expectations.
Revenue from heat supply for the year 2020 amounted to RMB1,347,567.3 thousand, representing
75.27% of the operating income. Therefore, we have identified the recognition of revenue from heat
supply as a key audit matter.

2. Audit response
In the course of our audit of the financial statements for the current period, the key auditing

procedures we implemented for recognition of revenue from heat supply include:

(1) understand and assess the Management’s internal control design relating to the recognition
of revenue from heat supply and test the effectiveness of the implementation of key
controls.

(2) obtain maps of the heating pipelines to verify that residential communities in the billing
system are located within the heat service area;

(3) implement confirmation procedures for key industrial, commercial and residential customers
to confirm the authenticity of revenue;

(4) obtain household area floor plans drawn up by the community developers and compare
them with the heat supply contract and heat billing system data to confirm the accuracy of
the heat service area;

(5) check pricing documents and heat supply contracts to confirm the unit price of heat supply;

(6) check the reasonableness of revenue recognition by means of analytical review, etc.;

(7) check bank receipts for consistency with the heat billing system;

(8) perform IT audits to test the reliability of the heat supply billing system;

(9) confirm the effectiveness of system controls relating to the heating billing system, the
procurement management process of the Yonyou U8 system and the sales management
process during the reporting period by using the method of information system application
control testing, and verify the consistency of business data with financial data by performing

recalculation through computer-aided audit techniques;

(10) perform cut-off tests on revenue with a focus on whether there exists any material
inter-period revenue.

Based on the audit procedures we have performed, in our opinion, the recognition of revenue from
heat supply by Chuncheng Heating was appropriate.
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(2) Expected credit loss on trade receivables

1. Description of the matter

Please refer to Note 1V(X) and (XII) and Remark 4 in Note VI to the combined financial statements
for information on the accounting policies and carrying amounts related to the expected credit loss
on trade receivables of Chuncheng Heating.

The Management separately determines the credit losses on trade receivables for which sufficient
evidence of expected credit loss can be assessed at the individual instrument level at a reasonable
cost. If they cannot be determined separately, trade receivables are divided into various portfolios
based on credit risk characteristics by reference to historical credit loss experience combined
with current conditions and expectation of future economic conditions, and expected credit losses
are calculated on a portfolio basis. As at 31 December 2020, Chuncheng Heating had trade
receivables with carrying balance of RMB308,826.2 thousand and provision for expected credit loss
of RMB41,731.2 thousand. As trade receivables are significant to the financial statements and the
provision for expected credit loss on trade receivables involves significant accounting estimates
and judgements made by the Management, therefore, we have identified the provision of expected
credit loss on trade receivables as a key audit matter.

2. Audit response

In the course of our audit of the financial statements for the current period, the key auditing
procedures we implemented for the expected credit loss on trade receivables include:

(1) understand, evaluate and test Chuncheng Heating’s internal controls related to the provision
for the expected credit loss on trade receivables.

(2) for expected credit loss on trade receivables provided on an individual basis, review the
basis used by the Management for assessing credit risk and the amount of expected
credit losses, including the Management’s assessment of credit risk in the context of the
customer’s background, current operating conditions, market environment and historical
repayment history, and assess the timing and the reasonableness of the amount of
provision.

(3) for expected credit loss on trade receivables provided on a collective basis, assess the
appropriateness of criteria used by the Management for classifying the groupings of credit
risk characteristics, review the accuracy of the ageing classification, and analyse the
reasonableness of the percentage of provision used by the Management by making peer
industry comparison.

(4) perform recalculation procedures on the breakdown of provision for expected credit loss
prepared by the Management.

(5) assess the appropriateness of the Management’s accounting and disclosure of the expected
credit loss on trade receivables.

Based on the audit procedures we have performed, in our opinion, the assessment and judgements
made by the Management of Chuncheng Heating in relation to the expected credit loss on trade
receivables were reasonable.
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RESPONSIBILITIES OF MANAGEMENT AND THOSE CHARGED WITH
GOVERNANCE FOR THE FINANCIAL STATEMENTS

The Management of Chuncheng Heating are responsible for the preparation of the financial statements that give
a true and fair view in accordance with ASBEs, and to enable such internal control to be fairly reflected, designed,
exercised and maintained as the Management determined is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Management of Chuncheng Heating are responsible for assessing
Chuncheng Heating’s ability to continue as a going concern, disclosing matters related to going concern (if
applicable) and using going concern assumption unless the Management either intend to liquidate Chuncheng
Heating or to cease operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing Chuncheng Heating’s financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL
STATEMENTS

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

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

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

2. obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances.

3. evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the Management.

4. conclude on the appropriateness of the Management’s use of the going concern basis of assumption and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on Chuncheng Heating’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required in our auditor’'s report to draw the attention
of the reporting user to the related disclosures in these financial statements or, if such disclosures are
inadequate, we should issue qualified opinion. Our conclusions are based on the information obtained up
to the date of our auditor’s report. However, future events or conditions may cause Chuncheng Heating to
cease to continue as a going concern.

5. evaluate the overall presentation, structure and content of the financial statements, and whether the
financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.
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6. obtain sufficient and appropriate audit evidence on the financial information of entities or business
activities in Chuncheng Heating in order to express opinions on the financial statements. We are
responsible for guiding, supervising and executing the audits of the Group and we take full responsibility
for the audit opinions.

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

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

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

Da Hua Certified Public Accountants (Special General Partnership)

Chinese Certified
Public Accountant:
Yang Lijie
(Engagement partner)

Beijing, China Chinese Certified
Public Accountant:
Liu Xiuwen

15 April 2021

~
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Audited entity: Jilin Province Chuncheng Heating Company Limited

(presented in RMB unless otherwise stated)

~

Balance as
at end of Opening
Asset Note VI the period balance
CURRENT ASSETS:
Monetary fund Remark 1 732,404,368.33 701,816,908.02
Held-for-trading financial assets Remark 2 50,000,000.00
Derivative financial assets
Bills receivable Remark 3 222,510.02
Trade receivables Remark 4 267,095,015.96 312,375,021.90
Trade receivables financing Remark 5 125,254,548.10
Prepayments Remark 6 449,878,210.82 386,832,657.01
Other receivables Remark 7 1,438,269.57 167,579,682.40
Inventories Remark 8 11,840,378.51 27,927,075.53
Contract assets Remark 9 234,144,626.02 198,860,597.78
Assets held for sale
Non-current assets due within one year
Other current assets Remark 10 4,482,464.04 4,669,271.89
TOTAL CURRENT ASSETS 1,876,760,391.37  1,800,061,214.53
NON-CURRENT ASSETS:
Debt investments
Other debt investments
Long-term receivables
Long-term equity investments Remark 11 57,561,274.07
Other equity instrument investments
Other non-current financial assets Remark 12 52,665,407.00
Investment properties Remark 13 7,870,252.37 8,226,794.33
Fixed assets Remark 14 1,095,061,108.53  1,273,286,636.97
Construction-in-progress Remark 15 34,512,027.00 9,107,099.15
Biological assets
Right-of-use assets Remark 16 1,327,022.64 2,503,529.98
Intangible assets Remark 17 3,963,386.97 17,013,824.73
Development costs
Goodwill Remark 18 167,112,355.37 167,112,355.37
Long-term deferred expenditures Remark 19 6,072,387.29 8,774,816.13
Deferred income tax assets Remark 20 37,688,472.23 28,131,255.91

Other non-current assets

TOTAL NON-CURRENT ASSETS 1,353,607,012.40

1,624,382,993.64

TOTAL ASSETS 3,230,367,403.77

3,424,444,208.17

(The accompanying notes form an integral part of these combined financial statements)

Legal representative:
LIU Changchun

Person in charge of accounting function:
XU Chungang

Person in charge of audit firm:
YU Fei

/
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Audited entity: Jilin Province Chuncheng Heating Company Limited (presented in RMB unless otherwise stated)
Balance as
at end of Opening
Liability and Equity Note VI the period balance

CURRENT LIABILITIES:
Short-term borrowings Remark 21 10,714,622.35
Held-for-trading financial liabilities
Derivative financial liabilities

Bills payable
Trade payables Remark 22 628,309,703.61 477,864,754.42
Advances Remark 23 26,666.67 877,828.76
Contract liabilities Remark 24 1,453,413,650.51 1,365,794,788.12
Salaries payable Remark 25 32,336,488.23 21,901,023.53
Tax payable Remark 26 71,439,085.69 61,919,439.58
Other payables Remark 27 31,602,945.89 50,833,146.01
Liabilities held for sale
Non-current liabilities due within one year Remark 28 776,982.33 1,971,837.88
Other current liabilities Remark 29 5,322,271.63

TOTAL CURRENT LIABILITIES 2,223,227,794.56 1,991,877,440.65

NON-CURRENT LIABILITIES:

Long-term borrowings

Bonds payable

Of which: Preference shares
Perpetual bonds

Lease liabilities Remark 30 695,847.56 1,277,320.09
Long-term payables Remark 31 2,775,074.00 52,079,492.29
Long-term salaries payable Remark 32 27,710,000.00 21,920,485.72
Estimated liabilities Remark 33 350,000.00

Deferred income Remark 34 55,339,935.37 54,837,101.32
Deferred income tax liabilities Remark 20 42,122,859.33 38,025,090.73
Other non-current liabilities

TOTAL NON-CURRENT LIABILITIES 128,993,716.26 168,139,490.15
TOTAL LIABILITIES 2,352,221,510.82 2,160,016,930.80
EQUITY:

Share capital Remark 35 466,700,000.00 466,700,000.00

Other equity instruments
Of which: Preference shares
Perpetual bonds

Capital reserve Remark 36 86,540,116.46 559,175,671.27
Less: Treasury stock

Other comprehensive income Remark 37 -618,857.1 1,903,246.11
Special reserves Remark 38 8,145,911.11 5,147,376.47
Surplus reserve Remark 39 31,277,344.38 20,101,026.90
Undistributed profits Remark 40 286,101,378.10 211,399,956.62
Total owners’ equity attributable to the parent company 878,145,892.95 1,264,427,277.37
Minority interests

TOTAL EQUITY 878,145,892.95 1,264,427,277.37
TOTAL LIABILITIES AND TOTAL EQUITY 3,230,367,403.77  3,424,444,208.17

(The accompanying notes form an integral part of these combined financial statements)

Legal representative: Person in charge of accounting function: Person in charge of audit firm:
K LIU Changchun XU Chungang YU Fei J
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Year 2020

Audited entity: Jilin Province Chuncheng Heating Company Limited (presented in RMB unless otherwise stated)
Item Note VI Current period Previous period
l. TOTAL OPERATING INCOME Remark 41 1,896,949,249.97 1,561,415,391.04
Less: Operating costs Remark 41 1,589,495,581.53 1,270,077,330.82
Taxes and surcharges Remark 42 5,983,582.34 4,168,845.42
Selling expenses Remark 43 2,422,654.31
Administrative expenses Remark 44 121,122,616.31 101,476,853.19
Research and development expenses Remark 45 6,798,931.42 2,388,581.38
Financial costs Remark 46 -3,932,301.94 -1,347,104.44
Of which: Interest expenses Remark 46 9,612,921.67 4,823,873.85
Interest income Remark 46 11,726,279.54 8,488,914.70
Add: Other income Remark 47 11,679,580.60 16,917,975.71
Investment income Remark 48 10,482,177.41 335,778.74

Of which: Investment income from associates and
joint ventures
Gain on derecognition of financial assets
measured at amortized cost
Net gain from hedging exposure

Gain on changes in fair value Remark 49 -2,665,407.00
Credit impairment loss Remark 50 -12,448,589.46 —12,728,804.81
Impairment loss on assets Remark 51 -811,729.93 -7,174,065.88
Gain on disposal of assets
l. OPERATING PROFIT 183,716,871.93 179,579,114.12
Add: Non-operating income Remark 52 21,479,750.38 872,989.43
Less: Non-operating expenses Remark 53 760,181.78 148,151.58
1. TOTAL PROFIT 204,436,440.53  180,303,951.97
Less: Income tax expenses Remark 54 39,219,701.57 46,332,570.06
IV. NET PROFIT 165,216,738.96  133,971,381.91

Of which: Net profit realized by the acquiree before business
combination involving entities under common
control
() Classified by continuity of operation
Net profit from continuing operation 165,216,738.96  133,971,381.91
Net profit from discontinued operation
(1) Classified by ownership
Net profit attributable to owners of the
parent company 165,216,738.96 133,971,381.91
Minority interests
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JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

COMBINED
INCOME STATEMENT

Year 2020
Audited entity: Jilin Province Chuncheng Heating Company Limited (presented in RMB unless otherwise stated)
Item Note VI Current period Previous period
V. OTHER COMPREHENSIVE INCOME, NET OF TAX -2,522,103.21 2,264,431.01
Other comprehensive income attributable to owners of
the parent company, net of tax -2,522,103.21 2,264,431.01
(U} Other comprehensive income that may not be
reclassified to profit or loss -2,522,103.21 2,264,431.01
1. Changes from re-measurement of defined
benefit plans -2,522,103.21 2,264,431.01
2. Other comprehensive income that may not be

transferred to profit or loss under the
equity method

3. Changes in fair value of other equity
instrument investments

4. Changes in fair value of the company’s own
credit risk

5. Others

(1) Other comprehensive income that may be reclassified
to profit or loss
1. Other comprehensive income that may be
transferred to profit or loss under the
equity method
2. Changes in fair value of other debt
investments
3. Amounts of financial assets reclassified to
other comprehensive income
4. Credit impairment provision for other debt
investments
Reserves for cash flows hedges
Differences on foreign currency translation
Investment income arised from a package
disposal of subsidiaries before the loss
of control
8. Conversion of other assets to investment
property measured by fair value model
9. Others
Other comprehensive income attributable to minority
shareholders, net of tax

Noo

VI. TOTAL COMPREHENSIVE INCOME 162,694,635.75  136,235,812.92

Total comprehensive income attributable to owners of the

parent company 162,694,635.75 136,235,812.92
Total comprehensive income attributable to minority

shareholders

VIl.  EARNINGS PER SHARE:
(U] Basic earnings per share 0.35 0.35
(1) Diluted earnings per share 0.35 0.35

(The accompanying notes form an integral part of these combined financial statements)

Legal representative: Person in charge of accounting function: Person in charge of audit firm:
LIU Changchun XU Chungang YU Fei
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JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED

ANNUAL REPORT 2020

COMBINED STATEMENT OF

CASH FLOWS

Year 2020

f

Audited entity: Jilin Province Chuncheng Heating Company Limited

Item

Note VI

Current period

(presented in RMB unless otherwise stated)

Previous period

Cash flows from operating activities:

Cash received from sales of goods or
rendering of services

Refund of taxes and surcharges

Cash received relating to other operating activities Remark 55

Sub-total of cash inflows from operating activities

Cash paid for purchase of goods and receipt of services
Cash paid to and on behalf of employees
Payments of tax charges

Cash paid relating to other operating activities Remark 55

Sub-total of cash outflows from operating activities

Net cash flows from operating activities

Cash flows from investing activities:

Cash received from recovery of investments

Cash received from returns on investments

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

Net cash received from disposal of subsidiaries and
other operating entities

Cash received relating to other investing activities Remark 55

Sub-total of cash inflows from investing activities

Cash paid to acquire fixed assets,
intangible assets and other long-term assets
Cash paid to acquire investments
Net cash paid to acquire subsidiaries and
other operating entities

Cash paid relating to other investing activities Remark 55

Sub-total of cash outflows from investing activities

Net cash flows from investing activities

1,866,941,734.90
474,196.44
671,810,440.08

2,539,226,371.42

1,559,830,667.70
619,055.07
413,033,698.47

1,973,483,421.24

1,452,332,159.16
204,453,369.48
86,929,294.63
378,760,443.74

2,122,475,267.01

1,330,689,069.22
144,615,246.70
86,343,701.35
137,023,751.30

1,698,671,768.57

416,751,104.41

274,811,652.67

10,000,000.00
4,280,485.09

13,979,764.46

28,260,249.55

3,175,676.71

24,433.00

876,835.78

4,076,945.49

66,995,166.17
60,000,000.00

200,000,000.00

326,995,166.17

56,496,109.71

56,496,109.71

—298,734,916.62

-52,419,164.22

~
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JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED

ANNUAL REPORT 2020

COMBINED STATEMENT OF

CASH FLOWS

Year 2020
Audited entity: Jilin Province Chuncheng Heating Company Limited (presented in RMB unless otherwise stated)
Item Note VI Current period Previous period
1. Cash flows from financing activities:
Cash received from capital contributions 247,972,329.00
Of which: Cash received from investment by
minority shareholders to subsidiaries
Cash received from borrowings 80,369,914.39 10,714,622.35
Cash received relating to other financing activities Remark 55 884,055.75 6,297,000.00
Sub-total of cash inflows from financing activities 81,253,970.14 264,983,951.35
Cash paid for repayment of borrowings 91,084,536.74 108,000,000.00
Cash paid for distribution of dividends,
profits or interest payment 79,030,267.82 4,777,301.71
Of which: Payments for distribution of dividends or
profits to minority shareholders by
subsidiaries
Cash paid relating to other financing activities Remark 55 30,366,057.48
Sub-total of cash outflows from financing activities 170,114,804.56 143,143,359.19
Net cash flows from financing activities -88,860,834.42 121,840,592.16
V. Effect of foreign exchange rate changes on
cash and cash equivalents 2,432,106.94 -2,300,594.74
V. Net increase in cash and cash equivalents 31,587,460.31 341,932,485.87
Add: Cash and cash equivalents at beginning of
the period 700,816,908.02 358,884,422.15
VI. Cash and cash equivalent at end of the period 732,404,368.33 700,816,908.02
(The accompanying notes form an integral part of these combined financial statements)
Legal representative: Person in charge of accounting function: Person in charge of audit firm:
LIU Changchun XU Chungang YU Fei
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JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

COMBINED STATEMENT OF
CHANGES IN EQUITY

Year 2020

f

Audited entity: Jilin Province Chuncheng Heating Company Limited (presented in RMB unless otherwise stated)

Item Current period

Owners’ equity attributable to the parent company

Less: Other
Share  Other equity Capital Treasury  comprehensive Special Surplus  Undistributed Minority  Total owners’
capital  instruments reserve stock income reserve reserve profits interests equity

. Closing balance of previous year 466,700,000.00 135,199,471.27 1,903,246.11  5147,376.47  20,101,026.90 211,399,956.62 840,451,077.37
Add: Change in accounting policy
Correction of accounting errors
for prior period
Business combination under
common control 423,976,200.00 423,976,200.00
Others
II. Opening balance of current year ~ 466,700,000.00 569,175,671.27 1,903,246.11  5147,376.47  20,101,026.90 211,399,956.62 1,264,427,217.31

[Il. Changes during the year -472,635,554.81 -2,522,10321  2,998,534.64 1117631748 7470142148 -386,281,384.42

(I) Total comprehensive income -2,522,103.21 165,216,738.96 162,694,635.75
(Il) Owners' contribution and capital
reduction
1. Ordinary shares
contribution by owners
2. Capital invested by other
equity instrument holders
3. Share payment included in
the owner's equity
4. Others
(111) Profit appropriation 11,176,317.48  -90,515,317.48 -19,339,000.00
1. Appropriation to surplus
reserve 11,176,31748  -11,176,317.48
2. Distribution to shareholders -79,339,000.00 -79,339,000.00
3. Others
(IV) Internal transfer of owners'
equity -472,635,554.81 -472,635,554.81
1. Capital reserve transferred
to share capital
2. Surplus reserve transferred
to share capital
3. Surplus reserve make up
for losses
4. Changes of defined benefits
plan transferred to
retained eamnings
5. Other comprehensive
income transferred to
retained earings
6. Others -472,635,554.81 -472,635,554.81
(V) Special reserve 2,998,534.64 2,998,534.64
1. Appropriation in the current
period 2,998,534.64 2,998,534.64
2. Utiized in the current
period
(V1) Others

V. Closing balance of current year ~ 466,700,000.00 86,540,116.46 -618,857.10 814591111 31277,344.38  286,101,378.10 878,145,892.95

(The accompanying notes form an integral part of these combined financial statements)

Legal representative: Person in charge of accounting function: Person in charge of audit firm:
LIU Changchun XU Chungang YU Fei

~
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JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED

ANNUAL REPORT 2020

COMBINED STATEMENT OF

CHANGES IN EQUITY

Year 2020

f

Audited entity: Jilin Province Chuncheng Heating Company Limited

ltem

Previous period

(presented in RMB unless otherwise stated)

Owners’ equity attributable to the parent company

Share
capital

Other equity
instruments

Other
comprehensive
income

Less:
Treasury
stock

Capital
reserve

Special
reserve

Total owners’
equity

Undistributed
profits

Surplus
reserve

Minority
interests

|. Closing balance of previous year
Add: Change in accounting policy
Correction of accounting errors
for prior period
Business combination under
common control
Others
II. Opening balance of current year

350,000,000.00

350,000,000.00

50,000,000.00 -361,184.90  3,803,751.95

50,000,000.00 -361,184.90  3,803,751.95

9,432,810.02  89,474,651.90 502,350,028.97

-34,235.79
502,315,793.18

-34,235.79

9,432,810.02  89,440416.11

IIl. Changes during the year

116,700,000.00

85,199.471.27 2,264431.01  1,343,624.52

10,668,216.88  121,959,540.51 338,135,284.19

(I) Total comprehensive income
(1) Owners' contribution and capital
reduction
1. Ordinary shares
contribution by owners
2. Capital invested by other
equity instrument holders
3. Share payment included in
the owner's equity
4. Others
(1) Profit appropriation
1. Appropriation to surplus
reserve
2. Distribution to shareholders
3. Others
(IV)Intemal transfer of owners’
equity
1. Capital reserve transferred
to share capital
2. Surplus reserve transferred
to share capital
3. Surplus reserve make up
for losses
4. Changes of defined benefits
plan transferred to
retained earings
5. Other comprehensive
income transferred to
retained eamnings
6. Others
(V) Special reserve
1. Appropriation in the current
period
2. Utilized in the current
period
(V1) Others

116,700,000.00

116,700,000.00

2,264,431.01
85,199.471.27

85,199.471.27

1,343,624.52

1,343,624.52

133,971,381.91 136,235,812.92
201,899,471.27

201,899,471.27

10,668,216.88  -10,668,216.88

10,668,216.88  -10,668,216.88

-1,343,624.52

-1,343,624.52

V. Closing balance of current year

466,700,000.00

135,199.471.27 190324611 5,147,376.47

20,101,026.90  211,399,956.62 840,451,077.37

(The accompanying notes form an integral part of these combined financial statements)

~

Person in charge of accounting function:
XU Chungang

Person in charge of audit firm:
YU Fei

Legal representative:
LIU Changchun
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JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

STATEMENT OF FINANCIAL POSITION
OF PARENT COMPANY

31 December 2020

~

Audited entity: Jilin Province Chuncheng Heating Company Limited (presented in RMB unless otherwise stated)
Asset Note XV Closing balance Opening balance
CURRENT ASSETS:
Monetary fund 319,300,017.34 625,906,063.89
Held-for-trading financial assets 50,000,000.00

Derivative financial assets
Bills receivable

Trade receivables Remark 1 35,618,854.03 31,113,772.60
Trade receivables financing

Prepayments 415,948,476.14 374,096,297.04
Other receivables Remark 2 153,818,846.48 86,614,377.10
Inventories 7,008,947.74 8,021,231.44

Contract assets

Assets held for sale

Non-current assets due within one year

Other current assets 776,785.10 768,368.38

TOTAL CURRENT ASSETS 982,471,926.83 1,126,520,110.45

NON-CURRENT ASSETS:
Debt investments
Other debt investments
Long-term receivables
Long-term equity investments Remark 3 536,809,527.06 202,093,388.09
Other equity instrument investments
Other non-current financial assets

Investment properties 39,586.35 41,491.47
Fixed assets 812,418,216.29 849,274,149.55
Construction-in-progress 7,506,296.21 8,574,110.62

Biological assets
Fuel and gas assets

Right-of-use assets 469,716.92 1,025,927.57
Intangible assets 2,779,275.96 2,881,510.39
Development costs

Goodwill

Long-term deferred expenditures

Deferred income tax assets 19,959,648.67 12,920,195.26

Other non-current assets

TOTAL NON-CURRENT ASSETS 1,379,982,267.46 1,076,810,772.95

TOTAL ASSETS 2,362,454,194.29 2,203,330,883.40

(The accompanying notes form an integral part of these combined financial statements)

Legal representative: Person in charge of accounting function: Person in charge of audit firm:
LIU Changchun XU Chungang YU Fei
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JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED

STATEMENT OF FINANCIAL POSITION

ANNUAL REPORT 2020

OF PARENT COMPANY

31 December 2020

Audited entity: Jilin Province Chuncheng Heating Company Limited

Liability and Equity

Note XV

(presented in RMB unless otherwise stated)

Closing balance

Opening balance

CURRENT LIABILITIES:
Short-term borrowings
Held-for-trading financial liabilities
Derivative financial liabilities
Bills payable
Trade payables
Advances
Contract liabilities
Salaries payable
Tax payable
Other payables
Liabilities held for sale
Non-current liabilities due within one year
Other current liabilities

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES:
Long-term borrowings
Bonds payable

Of which: Preference shares
Perpetual bonds

Lease liabilities
Long-term payables
Long-term salaries payable
Estimated liabilities
Deferred income
Deferred income tax liabilities
Other non-current liabilities

TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES

EQUITY:
Share capital
Other equity instruments
Of which: Preference shares

Perpetual bonds

Capital reserve

Less: Treasury stock

Other comprehensive income

Special reserves

Surplus reserve

Undistributed profits

TOTAL EQUITY

TOTAL LIABILITIES AND TOTAL EQUITY

294,481,450.91
1,152,5683,324.38
19,207,880.11
27,895,057.38
17,350,157.98

248,321.41

1,611,766,192.17

10,714,622.35

121,542,492.29

1,138,667,703.04
17,761,425.95
27,059,269.69
45,861,544.31

1,176,504.19

1,362,783,561.82

274,383.74
13,800,000.00

42,916,716.48

56,991,100.22

522,705.14
9,190,677.50

31,609,719.72

41,323,102.36

1,568,757,292.39

1,404,106,664.18

466,700,000.00

100,742,767.45
-1,298,857.10

30,719,797.91
196,833,193.64

793,696,901.90

466,700,000.00

135,199,471.27
1,903,246.11

19,543,480.43
175,878,021.41

799,224,219.22

2,362,454,194.29

2,203,330,883.40

(The accompanying notes form an integral part of these combined financial statements)

~

Legal representative:
LIU Changchun

Person in charge of accounting function:
XU Chungang

Person in charge of audit firm:
YU Fei
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JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

INCOME STATEMENT OF
PARENT COMPANY

Year 2020

~

Audited entity: Jilin Province Chuncheng Heating Company Limited (presented in RMB unless otherwise stated)

Item Note XV Current period Previous period

I.  TOTAL OPERATING INCOME Remark 4 986,692,712.14 965,592,028.25
Less: Operating costs Remark 4 793,624,380.22 769,252,656.15
Taxes and surcharges 1,061,417.50 818,015.79
Selling expenses
Administrative expenses 72,187,982.52 70,183,023.96
Research and development expenses 2,361,421.06
Financial costs —11,073,388.52 -5,080,642.16
Of which: Interest expenses 1,675,167.82 142,457.53
Interest income —-10,685,463.58 -8,033,455.10
Add: Other income 7,394,165.74 16,792,556.75
Investment income Remark 5 1,625,832.91 335,778.74
Of which: Investment income from
associates and joint ventures
Gain on derecognition of
financial assets measured
at amortized cost
Net gain from hedging exposure
Gain on changes in fair value
Credit impairment loss -1,481,661.19 -1,189,798.54
Impairment loss on assets -4,859,676.67
Gain on disposal of assets
Il. OPERATING PROFIT 136,069,236.82 141,497,834.79
Add: Non-operating income 6,582,152.71 622,989.41
Less: Non-operating expenses 0.04

TOTAL PROFIT

Less: Income tax expenses

NET PROFIT

() Net profit from continuing operation
(I1) Net profit from discontinued operation

142,651,389.53

142,120,824.16

31,180,899.82

111,470,489.71

35,438,655.33

106,682,168.83

111,470,489.71

106,682,168.83
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JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

INCOME STATEMENT OF
PARENT COMPANY

Year 2020

a N

Item Note XV Current period Previous period

V. OTHER COMPREHENSIVE INCOME, NET OF TAX -3,202,103.21 2,264,431.01

(I) Other comprehensive income that may not
be reclassified to profit or loss -3,202,103.21 2,264,431.01

1. Changes from re-measurement of
defined benefit plans, net -3,202,103.21 2,264,431.01
2. Other comprehensive income that may
not be transferred to profit or
loss under the equity method
3. Changes in fair value of other equity
instrument investments
4. Changes in fair value of the company’s
own credit risk
5. Other

(I1) Other comprehensive income that may be
reclassified to profit or loss

1. Other comprehensive income that may
be transferred to profit or loss under
the equity method
2. Changes in fair value of other debt
investments
3. Amounts of financial assets reclassified
to other comprehensive income
4. Credit impairment provision for other
debt investments
5. Reserves for cash flows hedges
6. Differences on foreign currency
translation
7. Investment income arised from a package
disposal of subsidiaries before the
loss of control
8. Conversion of other assets to investment
property measured by fair value model
9. Other

VI. TOTAL COMPREHENSIVE INCOME 108,268,386.50 108,946,599.84

VIl. EARNINGS PER SHARE:
(I) Basic earnings per share
(1) Diluted earnings per share

(The accompanying notes form an integral part of these combined financial statements)

Legal representative: Person in charge of accounting function: Person in charge of audit firm:
K LIU Changchun XU Chungang YU Fei J
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JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED

ANNUAL REPORT 2020

STATEMENT OF CASH FLOWS OF
PARENT COMPANY

Year 2020

Audited entity: Jilin Province Chuncheng Heating Company Limited

Item

Note XV

(presented in RMB unless otherwise stated)

Current period

Previous period

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from sales of goods or rendering
of services

Refund of taxes and surcharges

Cash received relating to other operating activities

Sub-total of cash inflows from operating activities

Cash paid for purchase of goods and receipt of
services

Cash paid to and on behalf of employees

Payments of tax charges

Cash paid relating to other operating activities

Sub-total of cash outflows from operating activities

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Cash received from recovery of investments

Cash received from returns on investments

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

Net cash received from disposal of subsidiaries
and other operating entities

Cash received relating to other investing activities

Sub-total of cash inflows from investing activities

Cash paid to acquire fixed assets, intangible
assets and other long-term assets

Cash paid to acquire investments

Net cash paid to acquire subsidiaries and
other operating entities

Cash paid relating to other investing activities

Sub-total of cash outflows from investing activities

Net cash flows from investing activities

969,448,195.56
67,500.00
468,126,705.06

1,437,642,400.62

942,103,551.56

381,304,822.60

1,323,408,374.16

873,097,564.67
122,866,282.21

49,738,620.00
270,715,680.90

1,316,418,147.78

812,713,788.08
120,182,978.45

50,204,998.36
163,689,942.60

1,146,791,707.49

121,224,252.84

176,616,666.67

10,000,000.00
2,829,290.12

12,829,290.12

3,175,676.71

3,175,676.71

41,346,806.28
312,000,000.00

353,346,806.28

90,898,745.11
15,000,000.00

105,898,745.11

-340,517,516.16

-102,723,068.40

~
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JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED

ANNUAL REPORT 2020

STATEMENT OF CASH FLOWS OF

PARENT COMPANY

Year 2020

Item

Note XV

Current period

Previous period

VL.

CASH FLOWS FROM FINANCING ACTIVITIES:
Cash received from capital contributions

Cash received from borrowings

Cash received relating to other financing activities

Sub-total of cash inflows from financing activities

Cash paid for repayment of borrowings
Cash paid for distribution of dividends,
profits or interest payment
Cash paid relating to other financing activities

Sub-total of cash outflows from financing activities

Net cash flows from financing activities

EFFECT OF FOREIGN EXCHANGE RATE
CHANGES ON CASH AND CASH
EQUIVALENTS

NET INCREASE IN CASH AND CASH
EQUIVALENTS

Add: Cash and cash equivalents at beginning of

the period

CASH AND CASH EQUIVALENT AT END OF
THE PERIOD

80,369,914.39

80,369,914.39

237,756,688.97
10,714,622.35

248,471,311.32

91,084,536.74

79,030,267.82

170,114,804.56

117,849.66

117,849.66

-89,744,890.17

248,353,461.66

2,432,106.94

—-306,606,046.55

625,906,063.89

—2,167,658.96

320,079,400.97

305,826,662.92

319,300,017.34

625,906,063.89

(The accompanying notes form an integral part of these combined financial statements)

Legal representative:
LIU Changchun

Person in charge of accounting function:
XU Chungang

Person in charge of audit firm:
YU Fei
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JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

STATEMENT OF CHANGES IN EQUITY
OF PARENT COMPANY

Year 2020

~

Audited entity: Jilin Province Chuncheng Heating Company Limited (presented in RMB unless otherwise stated)

Item Current period

Other
Share Other equity Capital Less:  comprehensive Special Surplus  Undistributed ~ Total owners’
capital instruments reserve  Treasury stock income reserve reserve profits equity

I Closing balance of previous year ~ 466,700,000.00 135,199,471.27 1,903,246.11 19,543480.43  175,878,021.41  799,224,219.22
Add:  Change in accounting policy
Correction of accounting errors for
prior period
Other
Il Opening balance of current year 466,700,000.00 135,199,471.21 1,903,246.11 19,543480.43  175,878,021.41  799,224,219.22

lll.  Changes during the year -34,456,703.82 -3,202,103.21 117631748 2095517223 -5,527,317.32

() Total comprehensive income -3,202,103.21 111,470,489.71  108,268,386.50
(Il)  Owners' contribution and capital
reduction
1. Ordinary shares contribution by
owners
2. Capital invested by other equity
instrument holders
3. Share payment included in the
owner's equity
4. Other
() Profit appropriation 11,176,317.48  -90,515,317.48  -79,339,000.00
1. Appropriation to surplus reserve 1,176,31748  -11,176,317.48
2. Distribution to shareholders -79,339,000.00  -79,339,000.00
3. Other
Internal transfer of owners’ equity -34,456,703.82 -34,456,703.82
1. Capital reserve transferred to
share capital
2. Surplus reserve transferred to
share capital
3. Surplus reserve make up for
losses
4. Changes of defined benefits plan
transferred to retained eamings
5. Other comprehensive income
transferred to retained earnings
6. Other -34,456,703.82 -34,456,703.82
(V) Special reserve
1. Appropriation in the current period
2. Utilized in the current period
(VI) Other

v

IV. Closing balance of current year 466,700,000.00 100,742,767.45 -1,298,857.10 30,719,797.91  196,833,193.64  793,696,901.90

(The accompanying notes form an integral part of these combined financial statements)

Legal representative: Person in charge of accounting function: Person in charge of audit firm:
LIU Changchun XU Chungang YU Fei
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Audited entity: Jilin Province Chuncheng Heating Company Limited (presented in RMB unless otherwise stated)

Item Previous period

Other
Share Other equity Capital Less:  comprehensive Special Surplus  Undistributed ~ Total owners’
capital instruments reserve  Treasury stock income reserve reserve profits equity

I Closing balance of previous year  350,000,000.00 50,000,000.00 -361,184.90 887526355  79,864,069.46  488,378,148.11
Add:  Change in accounting policy
Correction of accounting errors for
prior period
Other
Il Opening balance of current year 350,000,000.00 50,000,000.00 -361,184.90 887526355  79,864,069.46  488,378,148.11

lll.  Changes during the year 116,700,000.00 85,199,471.21 2,264 431.01 10,668,216.88  96,013,951.95  310,846,071.11

() Total comprehensive income 2,264,431.01 106,682,168.83  108,946,599.84
(Il)  Owners' contribution and capital
reduction 116,700,000.00 85,199,471.27 201,899,471.27
1. Ordinary shares contribution by
owners 116,700,000.00 131,272,329.00 247,972,329.00
2. Capital invested by other equity
instrument holders
3. Share payment included in the
owner's equity
4. Other -46,072,857.73 -46,072,857.73
(Ill)  Profit appropriation 10,668,216.88  -10,668,216.88
1. Appropriation to surplus reserve 10,668,216.88  -10,668,216.88
2. Distribution to shareholders
3. Other
Internal transfer of owners’ equity
1. Capital reserve transferred to
share capital
2. Surplus reserve transferred to
share capital
3. Surplus reserve make up for
losses
4. Changes of defined benefits plan
transferred to retained eamings
5. Other comprehensive income
transferred to retained earnings
6. Other
(V) Special reserve
1. Appropriation in the current period
2. Utilized in the current period
(VI) Other

v

IV, Closing balance of current year 466,700,000.00 135,199,471.21 1,903,246.11 19,543480.43  175,878,021.41  799,224,219.22

(The accompanying notes form an integral part of these combined financial statements)

Legal representative: Person in charge of accounting function: Person in charge of audit firm:
LIU Changchun XU Chungang YU Fei
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L. GENERAL INFORMATION OF THE COMPANY

(I) History, Place of Registration, Type of Organisation and Address of
Headquarter

1. Limited liability phase

Jilin Province Chuncheng Heating Company Limited (the “Company” or the “Group”), formally
known as Jilin Province Changre New Energy Co., Ltd., is a company established by Changchun
Heating Power (Group) Company Limited* (K&M N (LE)EREF A F) with a total registered
capital of RMB50.00 million at the time of establishment. The Company has obtained a legal
enterprise business license (no. 220101000502062) approved and issued by the Changchun
Administration Bureau for Industry and Commerce on 23 October 2017.

The Company changed its name to Jilin Province Chuncheng Heating Company Limited on 30
March 2018.

On 26 April 2018, with the approval of SASAC Changchun, Changchun Heating Power (Group)
Company Limited, Changchun State-owned Capital Investment Operation (Group) Co., Ltd.* (K&
TMEBEREEES (RE)BMRAA]) and the Company entered into a capital increase agreement,
pursuant to which the registered capital of the Company has increased to RMB53,763,400.

2. Shareholding reorganization

Jilin Province Chuncheng Heating Company Limited held a general meeting and passed the
resolution on comprehensive change to become a joint stock company with limited liability.
According to the promoters’ agreement and the Articles of Association, Jilin Province Chuncheng
Heating Company Limited made a comprehensive change from a limited liability company to
become a joint stock limited liability company with a registered capital of RMB3.5 billion, which was
contributed by each of the promoters by converting the net assets owned by them as at 30 April
2018 into shares. As at 30 April 2018, the audited net assets of Jilin Province Chuncheng Heating
Company Limited amounted to a total of RMB522,908,077.64, which was converted into a total of
350,000,000 shares with a par value of RMB1 per share, and the proportion of capital contribution
by each shareholders before and after the conversion remained unchanged. The above changes
were verified by a capital verification report titled Ruihua Yan (2008) No. 02380003 issued by
Ruihua Certified Public Accountants (Special General Partnership) on 30 May 2018. The Company
completed business registration procedures and obtained legal enterprise business license (no.
91220101MA14W03575) on 30 May 2018.

The Company was listed in the Hong Kong Stock Exchange in October 2019. With the approval
of the securities authority of the State Council, the Company may make an initial public offering of
116.7 million overseas listed foreign shares to foreign investors, all of which are H shares.

3. Place of registration and address of headquarter

Following the bonus issue, placing of new shares, transferring of capital and issue of new shares
over the years, as at 31 December 2020, the Company has share capital of 466.70 million Shares,
with a registered capital of RMB466.70 million. Our registered address is: 28/F (Hong Cheng Xiyu),
998 Nanhu Avenue, Nanguan District Sub-district B, Changchun, Jilin Province, the PRC; our
headquarter address is: 28/F (Hong Cheng Xiyu), 998 Nanhu Avenue, Nanguan District Sub-district
B, Changchun, Jilin Province, the PRC. Our parent company is Changchun Heating Power (Group)
Company Limited and the ultimate beneficial owner of the Group is SASAC Changchun.
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() Business Nature and Major Operating Activities of the Company

The Company engages in the heat supply industry and its main products and services are: new energy
technology development; heating production and supply; heating engineering design and installation
services; contract energy management; sales of cables, electrical equipment, household appliances,
flooring, floor tiles, thermostats and heating accessories (those businesses that are prohibited by the laws,
regulations and decisions of the State Council shall not be operated)

(I1) Approval of the Financial Statements

These financial statements have been approved for issue by all Directors of the Company on 26 March

2021.

SCOPE OF COMBINED FINANCIAL STATEMENTS

During the period, 10 subsidiaries were consolidated into the combined financial statements, which were:

Name of Subsidiary

Type of
Subsidiary

Percentage of

Percentage of

Tier Shareholding (%) Voting Rights (%)

Jilin Province Changre Maintenance
Service Company Limited*

(B RABEEERRAR)
Changchun City Runfeng Construction
Installation Engineering Company
Limited* (REM MEERELETE

EREEAF)

Jilin Province Changre Pipelines
Transmission Company Limited*
(FME RAEHEBEEXERAF)

Jilin Province Heating Engineering
Design and Research Company
Limited* (FME 2N TIRFRETHR
BREMFERT])

Jilin Province Changre Electrical
Apparatus Company Limited*®
(EMERBERERERAF

Jilin Province Chuncheng Biomass
Power Co., Ltd.* (EMEEREWME
BEIRAR AT

Changchun Yatai Heating Co., Ltd.*
(REEZFRNEREERA)

Jilin Province Xixing Energy Limited*
(EMEAEEERARRQA)

Jilin Province Hengda New Energy
Technology Development Company
Limited* (FM& BEELRBIHRER
BRAT]

Jilin Province Hengxin Electricity Co. Ltd.*

(EMEEEEERRAA)

wholly-owned
subsidiary

wholly-owned
subsidiary

wholly-owned
subsidiary

wholly-owned
subsidiary

wholly-owned
subsidiary

wholly-owned
subsidiary

wholly-owned
subsidiary

wholly-owned
subsidiary

wholly-owned
subsidiary

wholly-owned
subsidiary

2 100
2 100
2 100
2 100
2 100
2 100
2 100
2 100
3 100
3 100

100

100

100

100

100

100

100

100

100

100

~
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Il. SCOPE OF COMBINED FINANCIAL STATEMENTS (CONTINUED)

The number of entities that were consolidated into the scope of the combined financial statements has increased
by 4 during the period as compared with the previous period, where:

Subsidiaries newly consolidated into the scope of combination during the
period

Name Reason for change

Changchun Yatai Heating Co., Ltd.* Business combination under common control
(RBERZANEREMERA)

Jilin Province Xixing Energy Limited* Business combination not under common control
(EMEEMEERERQR)

Jilin Province Hengda New Energy Business combination not under common control

Technology Development Company Limited*
(EMA EEHERBXERBRAR)
Jilin Province Hengxin Electricity Co. Ltd.* Business combination not under common control

(EHEEEETERAR)

Particulars of changes in scope of combination are set out in “Note VII. Changes in the Scope of
Combination”.

lll. BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

U

(I

Basis of Preparation of the Financial Statements

The financial statements of the Company were prepared according to the transactions and matters actually
occurred, and recognitions and measurements were made in accordance with the Accounting Standards
for Enterprises — Basic Standards published by the Ministry of Finance and specific accounting standards,
guidance on application of accounting standards for enterprises, interpretations to accounting standards
for enterprises and other relevant requirements (the “ASBEs”). On this basis, the financial statements
were also prepared in conjunction with the provisions of the “Regulations on Information Disclosure
and Compilation of Companies Offering Securities to the Public No. 15-General Provisions on Financial
Reporting” (revised in 2014) issued by the China Securities Regulatory Commission.

Going Concern

Pursuant to the Company’s assessment on the continuing operation ability of the Company within 12
months since the end of the reporting period, no matters or events that may raise any material doubts on
the continuing operation ability of the Company was discovered, and thus these financial statements were
prepared under going concern basis.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES

(1

(I

()

(V1)

V)

Notes to Specific Accounting Policies and Accounting Estimates

The Company have formulated certain specific accounting policies and accounting estimates in
accordance with the production and operation characteristics, including the method of calculating the
provision of the expected credit loss on trade receivables (Note IV (XIl)) and the timing of revenue
recognition (Note IV (XXXI)).

Disclaimer of Compliance with the ASBEs

The financial statements have been prepared by the Company in conformity with the ASBEs; and truly and
completely reflected the information such as financial position, operation results, and cash flow, etc. of the
Company during the reporting period.

Accounting Period

The accounting year of the Company is from 1 January to 31 December of the Gregorian calendar.

Reporting Currency
The reporting currency of the Company is Renminbi (“RMB”).

Accounting Treatments of Business Combinations Involving Entities under
Common Control and Entities not under Common Control

1. If the terms, conditions and economic effects of transactions for the purpose of realizing
business combination in phases, fall into one or more of the following situations, then
multiple transactions are regarded as a group of transactions for accounting treatment:

(1) these transactions were entered into at the same time or after considering the effects of

other transactions;

(2) only when regarding these transactions as a whole, can they achieve a complete business
result;

(3) the occurrence of one transaction depends on the occurrence of at least one other
transaction;

(4) a transaction alone is not economical, but it is economical when considering together with
other transactions.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(V) Accounting Treatments of Business Combinations Involving Entities under
Common Control and Entities not under Common Control (Continued)

2.

Business combinations involving entities under common control

The assets and liabilities acquired by the Company in business combination shall be measured
at the carrying amount of the assets, liabilities of the acquiree (including goodwill incurred in the
acquisition of the acquiree by ultimate controlling party) in the combined financial statements of the
ultimate controlling party at the date of business combination. The difference between the carrying
amount of the net assets obtained and the carrying amount of the consideration paid for the
business combination (or total nominal value of the issued shares) is adjusted to share premium in
capital reserve. If the share premium in capital reserve is not sufficient to eliminate the difference,
the remaining balance is adjusted against retained earnings.

If there is any contingent consideration required to be recognized as estimated liabilities or
assets, capital reserve (capital premium or share premium) is adjusted by the difference between
the amount of such estimated liabilities or assets and the amount of settlement of subsequent
contingent consideration. When the capital reserve is insufficient, the remaining balance is adjusted
against retained earnings.

For business combination finally realized after multiple transactions, in case of a group of
transactions, those transactions are accounted as one transaction to acquire the control; in case
of a transaction not included in a group of transactions, on the date of acquisition of the control,
the capital reserve is adjusted by the difference between the initial investment cost of long-term
equity investment and the sum of the carrying amount of the long-term equity investment before
the combination and the carrying amount of the new payment consideration for further acquisition
of shares on the date of combination; where the capital reserve is insufficient to eliminate, the
remaining balance is adjusted against retained earnings. For the equity investment held before the
date of business combination, the other comprehensive income recognized under equity method
or financial instrument recognition and measurement standards are not accounted until the same
accounting treatment for direct disposal of relevant assets or liabilities of the investee is adopted
for the disposal of such investment; changes in the owners’ equity other than the net losses and
profits, other comprehensive income and profit distribution in the net assets of the investee that
is recognized under the equity method, are not accounted until disposal of such investment is
transferred to current profit and losses.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(V) Accounting Treatments of Business Combinations Involving Entities under
Common Control and Entities not under Common Control (Continued)

3.

Business combinations involving entities not under common control

The acquisition date refers to the date on which the Company actually obtained control over the
acquiree, i.e. the date when the acquiree’s net assets or the control of production and operation
decisions were transferred to the Company. When the following conditions are met at the same
time, the Company is generally of the view that the transfer of control has been achieved:

1. A business combination contract or agreement has been approved by the Company’s
internal authority.

2. Approval for business combination matters from relevant national regulatory authority has
been obtained.

3. The necessary procedures for the transfer of property rights have been completed.

4. The Company has already paid most of the combination consideration, has the ability and
plans to pay the remaining amount.

5. The Company has the actual control of the financial and operating policies of the acquiree,
enjoyed corresponding benefits and assumed corresponding risks.

The assets paid and liabilities incurred or committed as a consideration of business combination by
the Company were measured at fair value on the date of acquisition and the difference between the
fair value and its carrying amount shall be charged to the profit or loss for the period.

Where the cost of combination is higher than the fair value of the identifiable net assets acquired
from the acquiree in business combination, the Company shall recognize such difference as
goodwill; where the cost of combination is lower than the fair value of the identifiable net assets
acquired from the acquiree in business combination, such difference shall be charged to the profit
or loss for the period after verification.

In a business combination involving entities not under common control that is realized in phases
through multiple exchange transactions, in case of a group of transactions, those transactions
are accounted as one transaction to acquire the control; in case of transactions not included
in a group of transactions, where the equity investment held before the date of business
combination is accounted under equity method, the sum of the carrying amount of the equity
investment held by the acquiree before the date of acquisition and the cost of new investment
on the date of acquisition are recognized as the initial investment cost of such investment; for
the other comprehensive income recognized under equity method on the equity investment held
before the date of acquisition is accounted on the same basis as adopted for direct disposal of
relevant assets or liabilities of the investee. Where the equity investment held before the date
of business combination is accounted based on the recognition and measurement standards for
financial instruments, the sum of the fair value of such equity investment on the date of business
combination and the new investment cost are accounted as the initial investment cost on the
date of business combination. The difference between the fair value of the original equity and
its carrying amount and the accumulative fair value changes originally included in the other
comprehensive income are transferred to current investment income on the date of business
combination.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(V)

(V1)

Accounting Treatments of Business Combinations Involving Entities under
Common Control and Entities not under Common Control (Continued)

4.

Relevant expenses in relation to business combination

All directly related fees for audit, legal, assessment and consultation occurred for the purpose of
business combination are credited in profit or loss in the period when they incurred; trading fees
for issue of equity securities occurred for the purpose of business combination shall be included in
equity transaction and directly charged to equity.

Preparation of Combined Financial Statements

1.

Scope of Combination

The scope of combination of the combined financial statements of the Company is determined on
the basis of control. All subsidiaries (including individual entities controlled by the Company) are
included in the combined financial statements.

Procedures of Combination

The combined financial statements shall be prepared by the Company based on the financial
statements of the Company and its subsidiaries and other relevant information. When the Company
prepares combined financial statements, the whole Company is considered as a single accounting
entity pursuant to recognition, measurement and presentation requirements of relevant ASBEs and
based on the consistent accounting policies to reflect the Company’s overall financial position,
operating results and cash flows.

All subsidiaries within the scope of combination of the combined financial statements shall adopt
the same accounting policies and financial period as the Company. If there is any inconsistency
between the accounting policies or financial period adopted by the subsidiaries and the Company,
the combined financial statements of subsidiaries are adjusted according to the accounting policies
or financial period adopted by the Company as necessary.

When consolidating the financial statements, the effects on the combined balance sheets,
combined statements of income, combined statements of cash flow and combined statements
of changes in shareholders’ equity due to internal transactions between the Company and its
subsidiaries and among the subsidiaries shall be offset. For the combined financial statements
of the Company, when there is divergence in the recognition of a single transaction between the
Company and its subsidiaries as an accounting entity, the Company’s position shall be taken up for
adjustment on such transaction.

The owner’s equity, the net profit or loss and the comprehensive income attributable to minority
shareholders of a subsidiary of the current period are presented separately under the owners’
equity in the combined balance sheet, the net profit and the total comprehensive income in
the combined statement of income. Where losses attributable to the minority shareholders of a
subsidiary during the period exceed the minority shareholders’ interest entitled in the owners’
equity of the subsidiary at the beginning of the period, the excess is eliminated in the minority
shareholders interest.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(Vl) Preparation of Combined Financial Statements (Continued)

2.

Procedures of Combination (Continued)

For a subsidiary under the common control and was acquired through business combination, the
financial statements shall be adjusted based on the carrying amount of its assets and liabilities
(including the goodwill incurred by the ultimate controlling party’s acquisition of the subsidiary) in
the ultimate controlling party’s financial statements.

For a subsidiary not under the same control and was acquired through business combination, the
financial statements should be adjusted based on the fair value of the identifiable net assets at the
acquisition date.

(1)

Addition of subsidiary or business

For acquisition of subsidiary or business due to business combination involving entities
under common control during the reporting period, the opening balance of the combined
balance sheet shall be adjusted; the revenue, expense and profit of such subsidiary or
business combination from the beginning to the end of the reporting period when the merger
occurs are included in the combined statement of income; the cash flows of such subsidiary
or business combination from the beginning to the end of the reporting period when the
merger occurs are included in the combined statement of cash flow, and the comparative
figures of the financial statements shall be adjusted simultaneously as if the combined
reporting entity had been in existence since the beginning of the control by the ultimate
controlling party.

An investor that may impose control over the investee under common control due to
additional investment shall be deemed a party participating in the combination, and shall be
adjusted at current existence status when the ultimate controlling party begins the control.
The equity investment held before gaining the control of the combined party is recognized
as relevant profit or loss, other comprehensive income and changes in other net assets at
the later of the date of acquisition of the original equity and the date when the combining
and the combined parties are under common control, and shall be written down to the
opening balance of retained earnings or profit or loss for the period in the comparative
reporting period.

For acquisition of subsidiaries or business due to business combination involving entities
not under common control during the reporting period, the opening balance of combined
balance sheet needs not be adjusted; the revenue, expense and profit of such subsidiaries
or business from the date of acquisition to the end of the reporting period are included in
the combined statement of income; the cash flows of such subsidiaries or business from the
date of acquisition to the end of the reporting period are included in the combined statement
of cash flow.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(Vl) Preparation of Combined Financial Statements (Continued)

2. Procedures of Combination (Continued)

(1)

(2)

Addition of subsidiary or business (Continued)

In connection with imposing control over the investee not under common control as a result
of additional investment and other reasons, the equity of acquiree held before acquisition
date shall be remeasured by the Company at the fair value of such equity on the acquisition
date and the difference between fair value and carrying amount shall be recognized as
investment income in current period; if the acquiree’s equity held before the acquiring date
contains other comprehensive income and the other changes of owner’s equity except for
net profits and losses, other comprehensive income and profit distributions under the equity
method, the related other comprehensive income and changes in other owner’s equity shall
be transferred to investment income on the date of acquisition in current period, excluding
the other comprehensive income derived from changes of net liabilities or net assets due to
re-measurement on defined benefit plan by the investee.

Disposal of subsidiaries or business
1) General treatment

For disposal of subsidiaries or business during the reporting period, the revenue,
expense and profit of such subsidiaries or business from the beginning of the period
to the date of disposal are included in the combined statement of income; the cash
flows of such subsidiaries or business from the beginning of the period to the date of
disposal are included in the combined statement of cash flow.

Where control of the investee is lost due to partial disposal of the equity investment,
or any other reasons, the remaining equity investment is remeasured at fair value
at the date in which control is lost by the Company. The sum of consideration
received from disposal of equity investment and the fair value of the remaining equity
investment, net of the difference between the sum of the Company’s previous share
of the subsidiary’s net assets continuously calculated on the basis of the original
share proportion and the sum of goodwill, is recognized in investment income in the
period in which control is lost. Other comprehensive income or net profit and loss
related to the previous equity investment in the subsidiary, changes in other owner’s
equity except the other comprehensive income and profit distribution, are transferred
to investment income of the current period when control is lost, except the other
comprehensive income as a result of the changes arising from the remeasurement of
the net liabilities and net assets of the investee’s defined benefit plan.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(Vl) Preparation of Combined Financial Statements (Continued)

2. Procedures of Combination (Continued)
(2) Disposal of subsidiaries or business (Continued)
2) Step disposal of subsidiary

When disposal of equity investment in subsidiaries through multiple transactions until
control is lost, generally transactions in stages are treated as a group of transactions
in accounting if the transaction terms, conditions, and economic impact of all
transactions of disposal of the equity investments in subsidiary satisfy one or more of
the following:

A. These transactions are entered at the same time or the mutual effects on
each other are considered;

B. A complete set of commercial results can be achieved with reference to the
series of transactions as a whole;

C. Achieving a transaction depends on at least achieving of one of the other
transaction;

D. One transaction recognized separately is not economical, but it is economical
when considered together with other transactions.

If losing control of a subsidiary in disposal of equity interests through multiple
transactions is recognized as a group of transactions, these transactions shall
be treated as a transaction for disposal of a subsidiary and losing control of a
subsidiary. However, the differences between the amount received each time for
disposal before the control is lost and the Company’s share in the subsidiary’s
net assets corresponding to the investment disposal shall be recognized in other
comprehensive income in the combined financial statements, and included in profit or
loss for the period when the control is lost.

If all transactions in disposal of equity interests of subsidiaries until losing control
are not considered as a group of transactions, relevant accounting policies for partial
disposal of equity investments of subsidiary without losing control shall be applied
before control is lost. When control is lost, general accounting treatment for disposal
of a subsidiary shall be applied.

(3) Acquisition of minority interest of subsidiary

The Company shall adjust the share premium in the capital reserve of the combined balance
sheet with respect to any difference between the long-term equity investment arising from
the purchase of minority interest and the net assets attributing to the Company continuously
calculated on the basis of the newly increased share proportion as of the acquisition date
(or date of combination), and adjust the retained earnings in case the share premium in the
capital reserve is insufficient for offsetting.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(Vl) Preparation of Combined Financial Statements (Continued)

2. Procedures of Combination (Continued)
(4) Partial disposal of equity investment in subsidiary without losing control

The difference between disposal consideration of long-term equity investment in
subsidiaries partially disposed by the Group without losing control and the share of net
assets continuously calculated from the date of acquisition or combination date shall
be adjusted to share premium in the capital reserve in the combined balance sheet.
Adjustments shall be made to retained earnings in the event that the share premium in the
capital reserve is not sufficient for offsetting.

(VIl) Classification of Joint Arrangements and Accounting Treatment Method for
Joint Operations

1. Classification of joint venture arrangements

The Company classifies the joint venture arrangements into joint venture and joint operation
according to the structure, legal form of joint venture arrangement, the terms agreed in the
arrangement, other relevant matters and situations.

Any joint venture arrangement that is not achieved by a separate entity shall be classified as a joint
operation. Any joint venture arrangement that is achieved by a separate entity shall be generally
classified as a joint venture. But if a joint venture arrangement is conclusively proved to meet any
of the following conditions and meets the provisions of relevant laws and regulations, it shall be
classified as joint operation:

(1) its legal form shows the joint ventures enjoy rights to and assume obligations for relevant
assets and liabilities respectively in the arrangement.

(2) contract terms of the joint venture arrangement stipulate that the joint ventures enjoy rights
to and assume obligations for relevant assets and liabilities respectively in the arrangement.

(3) other relevant facts and situations show that the joint ventures enjoy rights to and assume
obligations for relevant assets and liabilities respectively in the arrangement. For example,
the joint ventures enjoy almost all output related to the arrangement and repayment of
liabilities in the arrangement consecutively relies on the joint ventures’ supports.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(VIl) Classification of Joint Arrangements and Accounting Treatment Method for
Joint Operations (Continued)

2.

Accounting treatment method for joint operation

The Company recognizes the following items related to its share of benefits in the joint operation
and conducts accounting treatment in accordance with relevant ASBEs:

(1) assets it solely holds and its share of jointly-held assets based on its percentage;

(2) liabilities it solely assumes and its share of jointly-assumed liabilities based on its
percentage;

(3) incomes from sale of output enjoyed by it from the joint operation;

(4) incomes from sale of output from the joint operation based on its percentage;

(5) separate costs and costs for the joint operation based on its percentage.

When the Company invests or sells assets and others in or to the joint operation (except for assets
that constitute business), only that part of profits or losses from the transaction attributable to other
participants to the joint operation shall be recognised before such assets and others are sold by the
joint operation to a third party. If the invested or sold assets are of impairment loss subject to ASBE
8 — Impairment of Assets and other provisions, the Company shall recognise such loss in full.

When the Company purchases assets and others from the joint operation (except for assets that
constitute business), only that part of profits or losses from the transaction attributable to other
participants to the joint operation shall be recognised before such assets and others are sold
to a third party. If the purchased assets are of impairment loss subject to ASBE 8 — Impairment
of Assets and other provisions, the Company shall recognise its part of such loss based on its
percentage.

If the Company has no common control over a joint operation enjoys and assumes relevant assets
and liabilities of the joint operation, it shall conduct accounting treatment in accordance with
aforesaid principle; or it shall do the same in accordance with relevant ASBEs.

(V1) Determination of Cash and Cash Equivalents

In preparing the cash flow statement, the cash on hand and deposits that are available for payment at
any time of the Company are recognized as cash. The short-term (due within 3 months of the date of
purchase) and highly liquid investments that are readily convertible to known amount of cash and subject
to an insignificant risk of change in value are recognized as cash equivalents.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(IX) Foreign Currency Transactions and Translation of Foreign Currency

(X)

Financial Statements

In initial recognition, foreign currency transactions shall be converted into RMB at the spot exchange rate
on the day when the transactions occurred.

At the balance sheet date, monetary items denominated in foreign currency are converted using the spot
exchange rate on the balance sheet date. Exchange differences shall be recorded into profit or loss for the
current period, except for those arising from specific borrowings denominated in foreign currency related
to the purchase of assets qualified for capitalization. Translation of non-monetary items denominated in
foreign currency and measured at historical cost shall continue to be based on the spot exchange rate on
the date of transaction, without changing the amount in its functional currency.

Non-monetary items in foreign currency carried at fair value are converted using the spot exchange
rate prevailing on the date when such fair value was determined, and any exchange difference arising
therefrom is recognized in profit or loss for the period. In case of non-monetary items in foreign currency
available for sales, the exchange difference arising therefrom is included in the other comprehensive
income.

Financial Instruments

A financial asset or financial liability is recognized when the Company becomes a party to a financial
instrument contract.

The actual interest rate method refers to the method of calculating the amortized cost of financial assets or
financial liabilities and amortizing interest income or interest expenses into each accounting period.

The actual interest rate refers to the interest rate used to discount the estimated future cash flow of a
financial asset or financial liability over the expected useful life to the carrying amount of the financial
asset or the amortized cost of the financial liability. When determining the actual interest rate, the
expected cash flow is estimated on the basis of considering all contractual terms of financial assets or
financial liabilities (such as early repayment, rollovers, call options or other similar options, etc.), but the
expected credit losses are not considered.

The amortized cost of a financial asset or a financial liability is the amount of a financial asset or a
financial liability initially recognized net of principal repaid, plus or less the cumulative amortized amount
arising from amortization of the difference between the amount initially recognized and the amount at the
maturity date using the effective interest method, net of cumulative loss allowance (only applicable to
financial assets).
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X)

Financial Instruments (Continued)

1.

Classification and measurement of financial instrument

The Company classifies financial assets into the following 3 categories based on the business
model of the financial assets under management and the contractual cash flow characteristics of
financial assets:

(1) Financial assets measured at amortized cost.
(2) Financial assets measured at fair value through other comprehensive income.
(3) Financial assets measured at fair value through profit or loss.

Financial assets are measured at fair value at initial recognition, but if the trade receivables or
bills receivable due to the sale of goods or the provision of services do not contain a significant
financing component or do not consider financing components not exceeding one year, the
transaction price will be used for initial measurement.

For financial assets that are measured at fair value and whose changes are included in the current
profit and loss, the related transaction costs are directly included in the current profit and loss,
and other types of financial assets related transaction costs are included in the initial recognition
amount.

The subsequent measurement of financial assets depends on their classification, and all affected
financial assets are reclassified if and only if the Company changes the management of business
model of financial assets.

(1) Classified as financial assets measured at amortized cost

The contractual provisions of the financial assets stipulate that the cash flow generated
on a specific date is only the payment of principal and interest based on the outstanding
principal amount, and the goal of the business model for managing the financial asset is
to collect contractual cash flow, the Company classifies the financial assets as financial
assets measured at amortized cost. The Company classifies financial assets measured at
amortized cost including monetary funds, trade receivables, other receivables, long-term
receivables and debt investment.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X) Financial Instruments (Continued)

1. Classification and measurement of financial instrument (Continued)

(1)

(2)

Classified as financial assets measured at amortized cost (Continued)

The Company uses the effective interest rate method to recognize interest income for such
financial assets, and then performs subsequent measurement based on amortized cost. The
gains or losses arising from the impairment or termination of recognition and modification
are included in the current profit and loss. Except for the following circumstances, the
Company calculates and determines interest income based on the financial asset’s book
balance multiplied by the actual interest rate:

(1) For financial assets purchased or originated that have suffered credit impairment, the
Company has calculated and determined its interest income based on the amortized
cost of the financial asset and the credit-adjusted actual interest rate since initial
recognition.

(2) For the financial assets purchased or originated without credit impairment, but
become credit impaired in the subsequent period, the Company will calculate and
determine the interest income based on the amortized cost of the financial asset and
the actual interest rate in the subsequent period. If the financial instrument has no
credit impairment due to the improvement of its credit risk in the subsequent period,
the Company will use the actual interest rate multiplied by the financial asset’s book
balance to calculate and determine the interest income.

Financial assets classified as measured at fair value through other comprehensive income

The contractual terms of the financial asset stipulate that the cash flow generated on a
specific date is only the payment of principal and interest based on the amount of the
outstanding principal, and the business model for managing the financial asset is to both
target to collect the contractual cash flow and to sell such financial asset, the Company
classifies the financial asset as a financial asset that is measured at fair value and its
changes are included in other comprehensive income.

The Company uses the effective interest rate method to recognize interest income for such
financial assets. Except for interest income, impairment losses and exchange differences
recognized as current profits and losses, the remaining changes in fair value are included
in other comprehensive income. When the financial asset is derecognized, the cumulative
gains or losses previously included in other comprehensive income are transferred out of
other comprehensive income and included in the current profit and loss.

Bills receivable and trade receivables that are measured at fair value and whose changes
are included in other comprehensive income are reported as receivable financing, and
other such financial assets are reported as other debt investments, including: other debt
investments due within the year are reported as non-current assets due within one year, and
other debt investments with original maturity within one year are reported as other current
assets.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X) Financial Instruments (Continued)

1. Classification and measurement of financial instrument (Continued)

(3

(4)

Financial assets designated to be measured at fair value through other comprehensive
income

The Company may irrevocably designate non-trading equity instrument investments as
financial assets measured at fair value through other comprehensive income on the basis of
individual financial assets.

Changes in the fair value of such financial assets are included in other comprehensive
income, and no impairment provision is required. When the financial asset is derecognized,
the cumulative gains or losses previously included in other comprehensive income are
transferred out of other comprehensive income and included in retained earnings. During
the period when the Company holds the equity instrument investment, the Company’s
right to receive dividends has been established, and the economic benefits related to the
dividends are likely to flow into the Company, and when the amount of dividends can be
reliably measured, the dividend income is recognized and included in the current profit and
loss. The Company presents the following investment items of such financial assets in other
equity instruments.

Equity instrument investment that meets one of the following conditions is a financial asset
measured at fair value through profit or loss: the purpose of obtaining the financial asset
is mainly for recent sale; the initial confirmation is part of the centralized management of
the identifiable financial asset instrument portfolio, and there is objective evidence that
the short-term profit model actually exists in the near future; is a derivative (except for
derivatives that meet the definition of a financial guarantee contract and are designated as
effective hedging instruments).

Financial assets classified as measured at fair value through profit or loss

Financial assets that do not meet the requirements for classification as a financial asset
measured at amortized cost or measured at fair value through other comprehensive
income, and are not designated as financial assets measured at fair value through other
comprehensive income are classified as financial assets measured at fair value through
profit or loss.

The Company uses fair value for subsequent measurement of such financial assets, and
the gains or losses resulting from changes in fair value and dividends and interest income
related to such financial assets are included in the current profit and loss.

The Company reports such financial assets in held-for-trading financial assets and other
non-current financial assets based on their liquidity.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X) Financial Instruments (Continued)

1. Classification and measurement of financial instrument (Continued)

(5)

Financial assets designated to be measured at fair value through profit or loss

At initial recognition, if the accounting mismatch can be eliminated or significantly reduced,
the Company may irrevocably designate the financial assets as financial assets measured at
fair value through profit or loss on the basis of individual financial assets.

If the hybrid contract includes one or more embedded derivatives and the main contract
does not belong to the above financial assets, the Company may designate the whole as
a financial instrument measured at fair value through profit or loss. Except in the following
cases:

(1) The embedded derivatives do not materially change the cash flow of a hybrid
contract.

(2) When it is first determined whether a similar hybrid contract needs to be split, there
is little need for analysis to make it clear that the embedded derivatives it contains
should not be split. If the prepayment right of the embedded loan allows the holder
to repay the loan in advance with an amount close to the amortized cost, the
prepayment right does not need to be split.

The Company uses fair value for subsequent measurement of such financial assets, and
the gains or losses resulting from changes in fair value and dividends and interest income
related to such financial assets are included in the current profit and loss.

The Company reports such financial assets in held-for-trading financial assets and other
non-current financial assets based on their liquidity.

2. Classification and measurement of financial liabilities

Financial instruments issued by the Company are classified into financial liabilities or equity
instruments on the basis of the substance of the contractual terms and the economic nature
reflected but not only its legal form, together with the definition of financial liability and equity
instruments on initial recognition. Financial liabilities are classified at initial recognition as: financial
liabilities measured at fair value through profit or loss, other financial liabilities, and derivatives
designated as effective hedging instruments.

Financial liabilities are measured at fair value at initial recognition. For financial liabilities that are
measured at fair value through profit or loss, the related transaction costs are directly included in
the current profit and loss; for other types of financial liabilities, the related transaction costs are
included in the initial recognition amount.

The subsequent measurement of financial liabilities depends on their classification:
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X) Financial Instruments (Continued)

2. Classification and measurement of financial liabilities (Continued)

(1)

Financial liabilities measured at fair value through profit or loss

This category includes held-for-trading financial liabilities (including derivatives that are
financial liabilities) and financial liabilities designated as measured at fair value through
profit or loss.

Meeting one of the following conditions is a held-for-trading financial liability: the purpose
of assuming relevant financial liabilities is mainly to sell or repurchase in the near future;
it is part of a centrally managed portfolio of identifiable financial instruments, and there is
objective evidence that the Company recently adopted short-term profit model; belongs
to derivatives, except for derivatives designated as effective hedging instruments and
derivatives that comply with financial guarantee contracts. Held-for-trading financial
liabilities (including derivatives that are financial liabilities) are subsequently measured at
fair value. Except for hedge accounting, all changes in fair value are included in the current
profit and loss.

In the initial recognition, in order to provide more relevant accounting information, the
Company irrevocably designates financial liabilities that meet one of the following conditions
as financial liabilities measured at fair value through profit or loss:

(1) Can eliminate or significantly reduce accounting mismatches.

(2) Manage and evaluate the financial liability portfolio or financial assets and financial
liabilities portfolio based on fair value according to the enterprise risk management
or investment strategy specified in the official written documents, and on top of this
basis, report to key management personnel.

The Company uses fair value for subsequent measurement of such financial liabilities.
Except for changes in fair value caused by changes in the Company’s own credit risk, which
are included in other comprehensive income, other changes in fair value are included in the
current profit and loss. Unless including the fair value changes caused by the Company’s
own credit risk changes in other comprehensive income will cause or expand the accounting
mismatch in profit or loss, the Company will include all fair value changes (including the
amount of its own credit risk changes) in the current profit and loss.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X) Financial Instruments (Continued)

2. Classification and measurement of financial liabilities (Continued)

(2)

Other financial liabilities

Except for the following items, the Company classifies financial liabilities as financial
liabilities measured at amortized cost, the actual interest rate method is adopted for such
financial liabilities, and subsequent measurement is made based on the amortized cost, and
the gains or losses arising from derecognition or amortization are included in the current
profit and loss:

(1) Financial liabilities measured at fair value through profit or loss.

(2) Financial liabilities arising from the transfer of financial assets which did not qualify
for derecognition or continuing involvement of the transferred financial assets.

(3) Financial guarantee contracts not classified as those specified in the two preceding
items above, and loan commitment for loans to be granted at an interest rate below
the market rate which is not classified as those specified in the above item 1).

Financial guarantee contract refers to a contract that requires the issuer to pay a
specific amount to the contract holder who has suffered a loss when the specific
debtor fails to pay the debt in accordance with the original or modified debt
instrument terms. For financial guarantee contracts that are not designated as
financial liabilities measured at fair value through profit or loss, after the initial
recognition, they are measured according to the higher of the provisions for losses
and the initially recognized amount after deducting the accumulated amortization
amount during the guarantee period.

3. Derecognition of financial assets and financial liabilities

(1)

Financial assets that meet one of the following conditions shall be derecognized, that is to
be written off from the accounts and the statement of financial position:

(1) The contractual right to receive the cash flow of the financial assets is terminated.

(2) The financial assets have been transferred, and the transfer meets the requirements
regarding the derecognition of financial assets.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X) Financial Instruments (Continued)

3. Derecognition of financial assets and financial liabilities (Continued)

(2)

Conditions for derecognition of financial liabilities

If the current obligation of a financial liability (or part of it) has been discharged, the financial
liability (or part of the financial liability) is derecognized.

When the Company and the lender enter into an agreement to replace the original financial
liabilities with new financial liabilities, and the contract terms of the new financial liabilities
and the original financial liabilities are substantially different, or if a substantial change
is made to the contractual terms of the original financial liability (or a part thereof), the
original financial liabilities are derecognized and new financial liabilities are recognized;
and the difference between the carrying amount and the consideration paid (including the
transferred non-cash assets or liabilities assumed) is recognized in profit or loss.

If the Company repurchases part of the financial liabilities, the carrying amount of the
financial liabilities as a whole is allocated based on the proportion of the fair value of the
continuing recognition portion and the derecognition portion on the repurchase date. The
difference between the carrying amount assigned to the derecognition portion and the
consideration paid (including the transferred non-cash assets or liabilities assumed) shall be
included in the current profit and loss.

4. Recognition basis and measurement method of transfer of financial assets

In the event of transfer of a financial asset, the Company assesses the extent to which it retains the
risks and rewards of ownership of financial assets and treats them in the following cases:

(1)

(2)

(3

If almost all risks and rewards of ownership of financial assets are transferred, the financial
assets are derecognized and the rights and obligations arising or retained in the transfer are
separately recognized as assets or liabilities.

If all the risks and rewards of ownership of financial assets are retained, the financial assets
will continue to be recognized.

There is neither transfer nor retention of almost all risks and rewards of ownership of
financial assets (ie, other than (1), (2)), depending on whether they retain control over
financial assets, respectively, the situations are handled as follows:

(1) If the control over the financial assets is not retained, the financial assets are
derecognised and the rights and obligations arising or retained in the transfer are
separately recognized as assets or liabilities.

(2) If the control over the financial assets is retained, the relevant financial assets
shall continue to be recognized according to the extent to which they continue to
be involved in the transfer of financial assets, and related liabilities are recognized
accordingly. The extent of continuing involvement in the transfer of financial assets
refers to the extent to which the Company assumes the risk or reward of changes in
the value of the transferred financial assets.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X)

Financial Instruments (Continued)

4.

Recognition basis and measurement method of transfer of financial assets (Continued)

When determining whether the transfer of financial assets satisfies the above-mentioned conditions
for derecognition of financial assets, the principle of substance over form is adopted. The Company
divides the transfer of financial assets into overall transfer and partial transfer of financial assets:

(1)

(2)

If the overall transfer of financial assets meets the conditions for derecognition, the
difference between the following two amounts is included in the current profit and loss:

(1
(2)

The carrying amount of the transferred financial assets on the derecognition date.

The sum of the consideration received from the transfer of the financial asset and
the amount of the corresponding derecognized part in the accumulated changes in
fair value previously recorded directly in other comprehensive income (the financial
assets involved in the transfer are financial asset measured at fair value through
other comprehensive income).

If the financial assets are partially transferred and the transferred part as a whole meets the
conditions for derecognition, the entire carrying amount of the financial asset transferred
shall be proportionally amortised between the derecognised portion and the retained portion
(in this case, the retained service assets shall be deemed to be part of the continuing
recognition of the financial assets) according to their respective relative fair value on the
transfer date. Then, the balance between the following two amounts will be included in the
current profit and loss:

(1
(2)

The carrying amount of the derecognition part on the derecognition date.

The sum of the consideration received from the derecognized part and the amount
corresponding to the derecognized part in the accumulated amount of the fair value
change that is previously included in other comprehensive income (the financial
assets involved in the transfer are financial assets measured at fair value through
other comprehensive income).

If the transfer of financial assets does not meet the conditions for derecognition, the financial
assets continue to be recognized and the consideration received is recognized as a financial
liability.

~




103

JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

NOTES TO FINANCIAL
STATEMENTS

Year 2020

~

IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X)

Financial Instruments (Continued)

5.

Determination of the fair value of financial assets and financial liabilities

When the financial assets or financial liabilities are in an active market, the quoted prices in active
markets are used to determine their fair values, unless such financial assets have a restricted
period. For financial assets which have restricted period, their fair values are determined by
the quoted prices in active markets less the compensation amount requested by market players
for assuming the risk of not able to sell such financial assets in the public market during the
designated period. Quoted prices in active markets include those related assets or liabilities which
can be easy and regular to get from the exchange, traders, brokers, industry groups, pricing
mechanism or regulatory agencies and can represent the actual and often occur in even bargain
basis market transactions.

For financial assets initially obtained or derived or financial liabilities assumed, fair value is
determined based on market transaction prices.

For financial assets and financial liabilities that no actively traded market exists, their fair values
are determined using valuation techniques. During valuation, the Company adopts valuation
techniques that are available in the current circumstances and are supported by enough available
data and other information, and choose input value with same features used by market players for
transactions of relevant assets or liabilities, and managed to preferentially use relevant observable
input value. Under the circumstance that is unable to obtain observable input value or it is
infeasible, unobservable input value will be used.

Impairment of financial instruments

Based on the expected credit losses, the Company conducts impairment accounting treatment
and recognizes loss provisions for financial assets measured at amortized cost, financial assets
measured at fair value through other comprehensive income and financial guaranteed contracts.

The expected credit loss refers to the weighted average of the credit losses of financial instruments
that are weighted by the risk of default. Credit loss refers to the difference between all contractual
cash flows receivable from the contract and all cash flows expected to be received by the Company
at the original actual interest rate (i.e. the present value of all cash shortfalls). Among them, the
financial assets purchased or originated by the Company that have suffered credit impairment
should be discounted at the credit-adjusted actual interest rate of the financial asset.

For the receivables formed by the transactions regulated by the income standards, the Company
uses a simplified measurement method to measure the loss provision based on the amount
equivalent to the expected credit loss throughout the entire period.

For financial assets purchased or originated that have suffered credit impairment, on the balance
sheet date, only the cumulative changes in expected credit losses throughout the useful life since
initial recognition are recognized as loss provisions. On each balance sheet date, the amount of
change in expected credit losses throughout the useful life is included in the current profit and
loss as an impairment loss or gain. Even if the expected credit loss throughout the useful life
determined on the balance sheet date is less than the amount of expected credit loss reflected
in the estimated cash flow at initial recognition, the favorable change in expected credit loss is
recognized as an impairment gain.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X)

Financial Instruments (Continued)

6.

Impairment of financial instruments (Continued)

In addition to the above-mentioned simplified measurement methods and other financial assets
purchased or originated that suffered from credit impairment, on each balance sheet date,
the Company assesses whether the credit risk of relevant financial instruments has increased
significantly since initial recognition, and measure their loss provisions and recognize expected
credit losses and their changes according to the following circumstances:

(1) If the credit risk of the financial instrument has not increased significantly since the initial
recognition, it is in the first stage, the loss provision is measured at the amount equivalent
to the expected credit loss of the financial instrument in the next 12 months, and the interest
income is calculated according to the book balance and the actual interest rate.

(2) If the credit risk of the financial instrument has increased significantly since the initial
recognition, however, if credit impairment has not occurred, it is in the second stage, the
loss provision is measured at the amount equivalent to the expected credit loss throughout
the useful time of the financial instrument, and the interest income is calculated according to
the book balance and the actual interest rate.

(3) If the financial instrument has suffered credit impairment since its initial recognition, it is in
the third stage. The Company measures its loss provisions at an amount equivalent to the
expected credit loss throughout the useful life of the financial instrument, and the interest
income is calculated at amortized cost and actual interest rate.

The increase or reversal of the credit loss provision for financial instruments is included in the
current profit and loss as an impairment loss or gain. Except for financial assets that are classified
as measured at fair value through other comprehensive income, credit losses are provided to
offset the book balance of financial assets. For financial assets classified as measured at fair value
though other comprehensive income, the Company recognizes its credit loss provisions in other
comprehensive income and does not reduce the carrying amount of the financial asset listed in the
balance sheet.

In the previous accounting period, the Company has measured the loss provisions according to the
amount of expected credit losses throughout the useful life of the financial instrument, but on the
balance sheet date of the current period, for the financial instrument no longer has a significant
increase in credit risk since initial recognition, the Company measures the loss provisions of the
financial instrument at the current balance sheet date according to the amount of expected credit
losses in the next 12 months, and the resulting reversal amount of the loss provisions is included in
the current profit and loss as an impairment gain.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X) Financial Instruments (Continued)

6. Impairment of financial instruments (Continued)

(1)

Credit risk increased significantly

The Company uses the available, reasonable and evidence-based forward-looking
information to compare the default risk of the financial instruments on the balance sheet
date and the default risk of the financial instruments on the initial recognition date to
determine whether the credit risk of the financial instrument has significantly increased since
initial recognition. For financial guarantee contracts, when the Company applies provisions
of impairment of financial instrument, the day when the Company becomes the party making
the irrevocable commitment is used as the initial recognition date.

The Company will consider the following factors when assessing whether the credit risk has
increased significantly:

(1) Whether the actual or expected operating results of the debtor have changed
significantly;

(2) Whether the debtor’s regulatory, economic or technological environment has
undergone significant adverse changes;

(3) Whether there has been a significant change in the value of the collateral used as
debt collateral or the guarantee provided by a third party or the quality of credit
enhancement, and these changes are expected to reduce the economic motivation of
the debtor to repay the loan within the time limit specified in the contract or affect the
probability of default;

(4) Whether the debtor’s expected performance and repayment behaviour have changed
significantly;

(5) Whether the Company’s credit management methods for financial instruments have
changed, etc.

On the balance sheet date, if the Company determines that a financial instrument has
a relatively low credit risk, the Company assumes that the credit risk of the financial
instrument has not increased significantly since initial recognition. If the default risk of the
financial instruments is low, the borrower has a strong ability to fulfil its contractual cash
flow obligations in the short term, and even if there are adverse changes in the economic
situation and operating environment in a longer period of time, it may not necessarily reduce
the borrower’s ability to fulfil the contractual cash flow obligation, the financial instrument is
considered to have lower credit risk.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X) Financial Instruments (Continued)

6. Impairment of financial instruments (Continued)

(2)

(3

Financial assets with credit impairment

When one or more events that adversely affect the expected future cash flows of a financial
asset occur, the financial asset becomes a financial asset that has suffered a credit
impairment. Evidence that credit losses have occurred in financial assets includes the
following observable information:

(1) significant financial difficulty of the issuer or debtor;

(2) breach of contract by the debtor: such as delinquency or default in interest and
principal payments;

(3) the creditor(s) of the debtor, for economic or contractual reasons relating to the
debtor’s financial difficulty, having granted to the debtor a concession(s) that the
creditor(s) would not otherwise consider;

(4) it is probable that the debtor will enter bankruptcy or financial reorganization;

(5) the disappearance of active markets for that financial asset because of financial
difficulties of the issuer or debtor;

(6) a substantial discount during acquisition or sourcing of a financial asset reflects the
fact the occurrence of credit losses.

The credit impairment of financial assets may be caused by the joint impacts of multiple
events, which may not be necessarily caused by separate identifiable events.

Determination of expected credit losses

The Company assesses the expected credit losses based on an individual and a collective
basis. The Company considers reasonable and supportable information about past events,
current conditions and forecasts of future economic conditions when assessing the expected
credit losses.

The Company divides financial instruments into different portfolio based on common credit
risk characteristics. The common credit risk characteristics adopted by the Company
include: types of financial instruments, credit risk ratings, aging portfolios, overdue aging
portfolios, contract settlement cycles, and the debtor’s industry. For the individual evaluation
criteria of the related financial instruments and the characteristics of the credit risk of
portfolio, please refer to the accounting policies of the relevant financial instruments.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X) Financial Instruments (Continued)

6. Impairment of financial instruments (Continued)

(3

(4)

Determination of expected credit losses (Continued)

The Company determines the expected credit losses of relevant financial instruments
according to the following methods:

(1) For financial assets, the credit loss is the present value of the difference between the
contractual cash flow that the Company should receive and the expected cash flow.

(2) For a financial guarantee contract, the credit loss is the present value of the
difference between the estimated payment to the contract holder by the Company for
the credit loss less the expected amount received by the Company from the contract
holder, debtor or any other party.

(3) For a financial asset that is credit-impaired at the balance sheet date, but that is
not a purchased or originated credit-impaired financial asset, the credit loss is the
present value of the difference between the financial asset’s book balance and the
estimated future cash flow discounted at the original effective interest rate.

The Company’s method of measuring the expected credit loss of financial instruments
reflects the following factors: the unbiased probability weighted average amount determined
by evaluating a series of possible results; the time value of currency; the availability of
reasonable and evidence-based information on the balance sheet date about past events,
current conditions, and future economic conditions without spending unnecessary additional
costs or efforts.

Written-off of financial assets

When the Company no longer reasonably expects that the contractual cash flow of financial
assets can be fully or partially recovered, the carrying amount of the financial asset is
directly written off. Such write-off constitutes the derecognition of related financial assets.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X) Financial Instruments (Continued)

7. Offset of financial assets and financial liabilities

Financial assets and financial liabilities are presented in the balance sheet respectively and are
not offset with each other. However, the net value after the offset is presented in the balance sheet
when the following conditions are satisfied:

(1) The Company has the legal right to offset the recognized amount and such right is
exercisable;

(2) The Company plans to settle by net amount or realize the financial assets and repay the
financial liabilities at the same time.

(XI1) Bills Receivable

For details of the Company’s determination method and accounting treatment of the expected credit loss
of bills receivable, please refer to Note 1V(X) — 6. Impairment of financial instruments.

When it is impossible to evaluate the sufficient evidence of expected credit loss at a reasonable cost at
the individual instrument level, the Company refers to the historical credit loss experience combined with
current situation and the judgment of the future economic situation, and divides the bills receivable into
several portfolios based on the characteristics of credit risk and calculate expected credit losses on a
portfolio basis. The basis for determining the portfolio is as follows:

Portfolio name Basis for determining the portfolio Provision method
No risk bank The acceptor has a relative high credit Make reference to historical
acceptance bills rating, has not historically defaulted on a credit loss experience, combine
portfolio bill, has a very low credit loss risk, and has with current and expected
a strong ability to perform its contractual economic situation to measure
cash flow obligations in the short term the expected credit loss
Commercial The acceptor is a company that has a Ageing analysis
acceptance bills certain risk of credit impairment
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XI) Trade Receivables

For details of the determination method and accounting treatment of the expected credit loss of the
Company’s trade receivables, please refer to Note 1V(X) — 6. Impairment of financial instruments.

The Company separately determines the credit loss of single trade receivable with significant amount and
suffered credit impairment after the initial recognition.

When it is impossible to assess the sufficient evidence of expected credit loss at a reasonable cost at
the level of a single tool, the Company refers to historical credit loss experience, combines the current
situation and the judgment of the future economic situation, and divides the trade receivables into several
portfolios based on the characteristics of credit risk, and calculate expected credit losses on a combined
basis. The basis for determining the portfolio is as follows:

Basis for
determining the
Portfolio name portfolio Provision method
Ageing analysis Trade receivables The Company make reference to historical credit loss
portfolio other than “related experience, combine with current and expected economic
party portfolio” situation by using default risk exposure and a lifetime credit
loss rate to measure the expected credit loss.
Related party Trade receivables Make reference to historical credit loss experience, combine
portfolio from Shareholders with current and expected economic situation to measure
and related parties the expected credit loss

(XIIl) Trade Receivables Financing

For details of the determination method and accounting treatment of the expected credit losses of
the Company’s trade receivables financing, please refer to Note IV(X) — 6. Impairment of financial
instruments.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XIV) Other Receivables

For details of the determination method and accounting treatment of the expected credit losses of other
receivables of the Company, please refer to Note I1V(X) — 6. Impairment of financial instruments.

The Company separately determines the credit loss of single receivables with significant amount and
suffered credit impairment after the initial recognition.

When it is impossible to assess the sufficient evidence of expected credit loss at a reasonable cost at
the level of a single tool, the Company refers to historical credit loss experience, combines the current
situation and the judgment of the future economic situation, and divides the receivables into several
portfolios based on the characteristics of credit risk, and calculate expected credit losses on a combined

basis. The basis for determining the portfolio is as follows:

Portfolio name

Basis for determining the portfolio

Provision method

Low risk portfolio

Related party portfolio

Other receivables

Recovery of other receivables with lower
risk, including deposits and retention
monies, individual income tax receivables
and VAT refund receivables, etc.

Other receivables from Shareholders and

related parties

Other receivables other than the
abovementioned portfolio

Make reference to historical credit
loss experience, combine with
current and expected economic
situation to measure the provision
for expected credit loss

Make reference to historical credit
loss experience, combine with
current and expected economic
situation to measure the provision
for expected credit loss

The Company make reference to
historical credit loss experience,
combine with current and expected
economic situation by using default
risk exposure and a 12-month or
lifetime credit loss rate to measure
the expected credit loss.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XV) Inventories

1.

Classification of inventories

Inventories refer to the completed products or merchandize, semi-finished products under
production process, and materials and items consumed during production or provision of labor
services which are held for sale by the Company over the course of ordinary activities. These
mainly include raw materials, turnover materials and inventories.

Valuation of inventories

Inventories are initially measured at cost upon acquisition, which includes procurement costs,
processing costs and other costs. The value of inventories is calculated on first-in-first-out basis
when they are delivered.

Determination criteria for the net realizable value of inventories and provision for inventory
impairment

When a comprehensive count of inventories is done at the end of the period, provision for inventory
impairment is allocated or adjusted using the lower of the cost of inventory and the net realizable
value. The net realizable value of stock in inventory (including finished products, inventory
merchandize and materials for sale) that can be sold directly is determined using the estimated
saleable price of such inventory deducted by the cost of sales and relevant taxation over the course
of ordinary production and operation. The net realizable value of material in inventory that requires
processing is determined using the estimated saleable price of the finished product deducted by
the cost to completion, estimated cost of sales and relevant taxation over the course of ordinary
production and operation. The net realizable value of inventory held for performance of sales
contract or labor service contract is determined based on the contractual price; in case the amount
of inventory held exceeds the contractual amount, the net realizable value of the excess portion of
inventory is calculated using the normal saleable price.

Provision for impairment is made according to individual items of inventories at the end of the
period; however, for inventories with large quantity and low unit price, the provision is made by
categories; inventories of products that are produced and sold in the same region or with the same
or similar purpose or usage and are difficult to be measured separately are combined for provision
for impairment.

If the factors causing a previous write-off of inventory value has disappeared, the amount
written-off is reversed and the amount provided for inventory impairment is reversed and
recognized in profit or loss for the period.

Inventory system

The Company’s perpetual inventory system adopts an amortization method of low-value
consumables and packaging materials.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XVI) Contract Assets

Contract Asset refers to the Company’s right to receive consideration for the goods transferred to
the customer and which is determined depending on other factors beyond the passage of time. The
Company’s unconditional (ie, depends only on the passage of time) right to collect consideration from
customers is listed separately as receivables.

For details of the determination method and accounting treatment of the expected credit losses of the
contract assets of the Company, please refer to Note 1V(X) — 6. Impairment of financial instruments.

(XVIl) Classified as Held-for-sale

1. Criteria for determining as held for sale

The Company recognizes the non-current assets or disposal groups that meet the following
conditions as held for sale:

(1) the assets or disposal groups can be sold immediately in its present condition based on the
convention of similar transactions where such assets or disposal groups are sold;

(2) It is highly probable that a sale will occur, i.e. the Company has resolved on a plan of sale
and has obtained a firm purchase commitment and the sale is expected to be completed
within one year.

A firm purchase commitment is a legally-binding purchase agreement between the Company
and another party that contains material terms such as the price of the transaction, timing and
sufficiently severe penalties for breach of contract to make material adjustments to the agreement
or it is highly unlikely to revoke.

2. Accounting methods for determining as held for sale

For non-current assets or disposal groups held for sale, the Company does not measure the
depreciation or amortization of such assets. If the carrying amount of a non-current asset or
disposal group held for sale is higher than the net fair value less sale costs, the carrying amount
should be written down to the net fair value less sale costs. The amount written down should be
recognized as an impairment loss of asset and charged to profit or loss for the period, together with
a provision for impairment of assets held for sale.

Non-current assets or disposal groups that are classified as held for sale at the date of acquisition
are initially measured at the lower of the initial measurement amount that would have been
determined had they not been classified as held for sale and the fair value less sale costs.

The above principles apply to all non-current assets, except for investment properties that are
subsequently measured using the fair value model, biological assets that are measured using
net fair value less sale costs, assets arising from employees’ compensation, deferred income tax
assets, financial assets governed by accounting standards related to financial instruments and
rights arising from insurance contracts governed by accounting standards related to insurance
contracts.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XVIIl) Other Debt Investment

For details of the determination and accounting treatment of expected credit losses of other debt
investment of the Company, please refer to Note IV(X) — 6. Impairment of financial instruments.

(XIX) Long-term Equity Investments

1. Initial determination of investment costs

(1)

For long-term equity investment formed by business combination, details of the specific
accounting policies are set out in Note IV(V) Accounting Treatments of Business
Combinations Involving Entities under Common Control and Entities not under Common
Control.

Long-term equity investments obtained through other means

Initial investment costs of long-term equity investment obtained through cash payment is
determined by the actual consideration paid. The initial investment cost consists of the
expenses directly related to the obtainment of the long-term equity investment, taxes and
other necessary expenses.

Initial investment costs of long-term equity investment obtained through issuance of equity
securities is determined by the fair value of the equity securities issued; trading expenses
incurred during insurance or acquisition of equity instrument may be directly deducted from
the equity attributable to the equity trade.

The initial investment costs of long-term equity investment obtained in an exchange of
non-monetary assets is determined using the fair value of the asset surrendered, provided
that the asset received in exchange for non-monetary asset has a commercial substance
and the fair value of both the asset received and the asset surrendered can be reliably
measured, except there is definite evidence that the fair value of the asset received is more
reliable; the initial investment costs of a long-term equity investment in a nonmonetary asset
exchange that cannot satisfy the above conditions is determined by the carrying amount of
the asset surrendered and the amount of relevant tax payable.

The initial investment costs of a long-term equity investment obtained through debt
restructuring is determined based on the fair value.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X1X) Long-term Equity Investments (Continued)

2. Subsequent measurement and profit or loss recognition

(1)

(2)

Cost method

The Company may adopt the cost method for accounting of the controlling long-term equity
investment in the investee, and measure the investment at the initial investment cost, which
can be adjusted by addition or recovery of investment.

Except for the price actually paid for obtaining the investment or the cash dividends or
profits declared but not yet distributed which is included in the consideration, the Company
recognizes cash dividends or profits declared by the investee as current investment gains.

Equity method

The Company adopts the equity method for accounting of long-term equity investment in
joint ventures and associates; where part of the equity investment of the investing party
is indirectly held by venture capital institutions, mutual funds, trust companies or similar
subjects including unit-linked insurance fund, the investment is measured at fair value, the
changes in which are included in the profit and loss.

When the initial investment cost of the long-term equity investment exceeds the share of fair
value in the identifiable net assets in the investee, the initial investment cost of a long-term
equity investment is not adjusted based on such difference. When the initial investment
cost is lower than the share of fair value in the identifiable net assets in the investee, such
difference is recognized in profit or loss for the period.

After the Company acquires a long-term equity investment, it shall, in accordance with its
attributable share of the net profit or loss and other comprehensive income realized by the
investee, recognize the investment income and other comprehensive income respectively
and simultaneously adjust the carrying amount of the long-term equity investment. The
Company shall, in light of the profits or cash dividends that the invested entity declares to
distribute, reduce the carrying amount of the long-term equity investment correspondingly.
As to any change in owners’ equity of the investee other than net profit or loss, other
comprehensive income and profit distribution, the Company shall adjust the carrying amount
of the long-term equity investment and include such change into the owners’ equity.

The Company shall, based on the fair value of identifiable net assets of the invested entity
when it obtains the investment, recognize its attributable share of the net profit or loss of
the investee after it adjusts the net profit of the investee. The profit or loss of the unrealized
internal transaction between the Company and the associates, joint ventures shall be offset
with the portion attributable to the Company according to the proportion the Company is
entitled to, and the gains or losses on investment shall be recognized on such basis.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X1X) Long-term Equity Investments (Continued)

2. Subsequent measurement and profit or loss recognition (Continued)

(2)

Equity method (Continued)

Recognition of loss in the investee by the Company shall follow this order: firstly, reduce
the carrying amount of the long-term equity investments; secondly, if the carrying amount
of long-term equity investments is insufficient for such reduction, continue to recognize
such investment loss to the extent of the carrying amount of the long-term equity which
substantively constitutes the net investment in the investee. Finally, after the above
treatment, if the Company still bears additional obligations stipulated under the investment
contract or agreement, the estimated obligations assumed are recognized as estimated
obligations and recognized in profit or loss for the period.

If the investee records a profit subsequently, after deducting the attributable loss that is
not yet recognized, the treatment by the Company shall be the reverse of the above order:
reverse the carrying balance of estimated obligations already recognized, restore the
carrying amount which substantively constitutes the long-term interests and long-term equity
investment in the investee, and recognize investment gain.

3. Change of the accounting methods for long-term equity investments

(1)

Change of measurement at fair value to accounting under equity method

Where the equity investment held by the Company have no control, common control
or significant impact on the investee and that are accounted according to the financial
instrument recognition and measurement criteria can place significant impact or carry out
common control but cannot control the investee due to addition of investment, the sum
of the fair value of the equity investment originally held determined subject to ASBE 22 -
Recognition and Measurement of Financial Instruments and the new investment cost are
determined to be the initial investment cost accounted under equity method.

Where the equity investment originally held is classified into available-for-sale financial
assets, the difference between the fair value and the carrying amount and the accumulative
changes in fair value that are originally included in other comprehensive income are
transferred to current profit and losses under equity method.

The carrying amount of the long-term equity investment is adjusted by the difference
between the fair value shares of the identifiable net assets of the investee on the date of
additional investment determined by calculation of the new shareholding proportion after
such additional investment and the initial investment cost under equity method, and is
included in current non-operating income.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X1X) Long-term Equity Investments (Continued)

3. Change of the accounting methods for long-term equity investments (Continued)

(2)

(3

(4)

Change of measurement at fair value or accounting under equity method to cost method

The equity investment of the investee held by the Company with no control, common control
or significant impact and accounted according to the financial instrument recognition and
measurement criteria, or the long-term equity investment in associates or joint venture
originally held that can be controlled due to addition of investment, the sum of the carrying
amount of the original equity investment and the cost of new investment is changed to be
accounted under cost method and recognized as the initial investment cost when preparing
individual financial statements.

The other comprehensive income recognized due to the adoption of equity method for the
equity investment held before the date of acquisition shall be accounted on the same basis
for the disposal of relevant assets or liabilities of the investee during the disposal of such
investment.

Equity investment held before the date of acquisition shall be subject to the relevant
requirements under ASBE 22 — Recognition and Measurement of Financial Instruments and
the accumulated fair value changes that were originally included in other comprehensive
income shall be included in profit or loss for the period under cost method.

Change of accounting under equity method to measurement at fair value

Where the Company losses common control or significant impact over the investee due to
disposal of part of the equity investment, the remaining equity after disposal shall be subject
to accounting under ASBE 22 — Recognition and Measurement of Financial Instruments, and
the difference between the fair value on the date when the common control or significant
impact is lost and the carrying amount is included in profit or loss for the period.

Other comprehensive income that is recognized due to adoption of the equity method shall
be subject to accounting on the same basis for disposal of relevant assets or liabilities of the
investee at the time when the equity method is ceased.

Change of cost method to equity method

Where the Company losses the control over the investee due to disposal of part of the
equity investment, and the remaining equity after disposal can place common control
or significant impact over investee, it should be changed to equity method in preparing
individual financial statements and the remaining equity shall be adjusted as if the equity
method is adopted at the acquisition.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X1X) Long-term Equity Investments (Continued)

3. Change of the accounting methods for long-term equity investments (Continued)
(5) Change of cost method into measurement at fair value

Where the Company losses the control over the investee due to disposal of part of the
equity investment, and the remaining equity after disposal cannot place common control or
significant impact over investee, the accounting should be changed and become subject
to relevant requirements under ASBE 22 — Recognition and Measurement of Financial
Instruments in preparing individual financial statements, and the difference between the fair
value on the date when the control is lost and the carrying amount is included in current
profit and loss.

4. Disposal of long-term equity investment

When disposing long-term equity investment, the difference between its carrying amount and the
payment actually acquired shall be included in the profit or loss for the period. When disposing
long-term equity investment measured by employing the equity method, accounting treatment of
the portion previously included in other comprehensive income shall be made on the same basis as
would be required if the invested entity had directly disposed the assets or liabilities related thereto
according to the corresponding proportion.

If the terms, conditions and economic effects of transactions in relation to the disposal of equity
investments in subsidiaries fall in the following one or more situations, multiple transactions are
regarded as a group of transactions for accounting treatment:

(1) these transactions were entered into at the same time or after considering the effects of
each other;

(2) only when regarding these transactions as a whole, can it achieve a complete business
result;

(3) the occurrence of one transaction depends on the occurrence of at least one other
transaction;

(4) a transaction is not economical when treated alone, but is economical when considered
together with other transactions.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X1X) Long-term Equity Investments (Continued)

4. Disposal of long-term equity investment (Continued)

When an entity loses control on its original subsidiary due to partial disposal of equity investment
or otherwise, it does not belong to a group of transactions, and the accounting treatment shall be
differentiated by separate financial statements and combined financial statements:

(1)

(2)

In separate financial statements, for equity disposed, the difference between the carrying
amount and the actual payment is included in profit or loss for the period. Where the
remaining equity after disposal can implement common control or place significant impact
over the investee, the equity method is adopted for accounting treatment, and the remaining
equity is adjusted as if the equity method is adopted at the time of acquisition; where the
remaining equity after disposal cannot implement common control or place significant
impact over the investee, relevant provisions of ASBE 22 — Recognition and Measurement
of Financial Instruments shall be adopted for accounting, and the difference between the fair
value on the date when the control is lost and the carrying amount is included in profit or
loss for the period.

In combined financial statements, for the transactions before the loss of control over
subsidiaries, the capital reserve (share premium) is adjusted by the difference between the
price of disposal and the net asset shares of subsidiaries continuously calculated since
the date of acquisition or combination corresponding to the long-term equity investment;
where the capital reserve is insufficient, retained earnings are adjusted; at the time of loss
of control over subsidiaries, the remaining equity are re-measured according to the fair
value at the date of loss of control. The difference between the sum of the price acquired
for disposal of equity and the fair value of the remaining equity less shares of net assets
constantly calculated since the date of acquisition based on the original shareholding
proportion is included in the investment income in the period when the control is lost and is
written down to good will. Relevant other comprehensive income related to original equity
investment in the subsidiaries is transferred to current investment income at the time of loss
of control.

Transactions in relation to the disposal of equity investments in subsidiaries until control is
lost belong to a group of transactions, and the accounting treatment shall be differentiated
by separate financial statements and combined financial statements:

(1) In separate financial statements, the difference between the carrying amount of the
long term equity investment corresponding to disposal price and equity disposed
before the loss of control is recognized as other comprehensive income; and
transferred as a whole to profit or loss for the period at the time of loss of control.

(2) In combined financial statements, the difference between the accumulated disposal
considerations before control is lost and the share of net assets in the subsidiary is
recognized as other comprehensive income, and shall be transferred as a whole to
profit or loss for the period when control was lost.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(X1X) Long-term Equity Investments (Continued)

5.

Criteria for determination of common control and significant impact

If the Company collectively control certain arrangement with the other participants as agreed, and
the decisions on the activities that may have significant impact on the return of arrangement are
subject to consistent agreement from participants sharing the control power, then the Company and
the other participants are deemed to have common control over certain arrangement, which is joint
venture arrangement.

Where the joint venture arrangement is realized through individual entity, it is judged according to
relevant agreement that, when the Company is entitled to the rights over the net assets of such
entity, the entity is a joint venture and adopts equity method for accounting treatment. If it is judged
according to relevant agreement that, the Company has no rights over the net assets of such entity,
such entity is joint operation, and the Company recognize the items in relation to the shares in the
joint operation and adopts provisions of relevant ASBEs for accounting treatment.

Significant impact refers to the power of an investing party to participate in making decisions
on the financial and operating policies of an invested entity, but not to control or jointly control
together with other parties over the formulation of these policies. The Company determines, the
significant impact is placed on investee in one or more situations as follows after a comprehensive
consideration of all facts and situations: (1) dispatching representatives in the board of directors
or similar power organ of the investee; (2) participating in the formulation of the financial and
operation policies of the investee; (3) having significant deals with the investee; (4) dispatching
management personnel to the investee; and (5) providing key technical information to investee.

(XX) Investment Property

Investment property refers to property held to earn rentals or capital appreciation, or both, including
land-use rights that have been leased, land-use rights that are held and prepared for transfer after
appreciation, and buildings that have been leased. In addition, for the vacant buildings that the Company
holds for operating leases, if the board of directors makes a written decision explicitly states that it is used
for operating leases and that the holdings will not change in the short term, they are also presented as
investment property.

The Company’s investment property is recorded at its cost, and the cost of an purchased investment
property includes the purchase price, related taxes, and other expenses directly attributable to the asset;
the cost of self-constructed investment property includes all necessary expenditures incurred during the
construction before the asset reaches its intended usable condition.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XX) Investment Property (Continued)

The Company adopts the cost model for subsequent measurement of investment property, and
depreciates or amortizes buildings and land use rights according to their estimated service life and net
residual rate. Estimated service life, net residual rate and annual depreciation (amortization) rate of
investment property are presented below:

Estimated Estimated Annual depreciation
Type service life (year) net residual rate (%) (amortization) rate (%)
Buildings 30 4 3.2

When the use of an investment property is changed to self-occupied, the Company transfers the
investment property to a fixed asset or intangible asset since the date of the change. When the use of
real estate for self-occupied changes to earning rental income or capital appreciation, the Company
transfers the fixed assets or intangible assets to investment property since the date of the change. When
the transferal occurs, the carrying amount before the transferal is used as the booked value after the
transferal.

When the investment property is disposed of or is permanently withdrawn from use and it is expected that
no economic benefit can be obtained from its disposal, the recognition of the investment property shall be
terminated. The amount of proceeds from disposal of investment property sold, transferred, scrapped or
damaged after deducting its carrying amount and related taxes and fees is charged to profit or loss for the
current period.

(XXI) Fixed Assets

1. Recognition of fixed assets

Fixed assets refer to tangible assets held for the production of merchandize, provision of labor
services, renting or operational management with useful life over one accounting year. Fixed assets
are recognized when all of the following conditions are met:

(1) economic benefits related to such fixed assets are likely to flow into the enterprise;

(2) costs of such fixed assets can be reliably measured.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXI) Fixed Assets (Continued)

2.

Initial measurement of fixed assets

The fixed assets of the Company are initially measured at cost.

(1)

()

3)

4)

The cost of the externally purchased fixed assets include the purchase price, the import
duties, and the other expenditure direct attributable to such assets for such assets to be
available for its intended use.

The cost of a self-constructed fixed asset consists of all necessary expenses incurred from
the construction for enabling the asset to be available for its intended use.

The cost invested to a fixed asset by the investor is determined according to the value
agreed upon in the investment contract or agreement. Where the valued agreed upon in the
said investment contract or agreement is unfair, the said cost will be determined according
to the fair value of the asset.

Where the price for purchase of the fixed assets exceeds the deferred payment on normal
credit terms with substantial financing nature, the cost is determined on the basis of the
present value of the purchase price. The difference between the actual payment and the
purchase price, besides being capitalized, shall be included in profit or loss for the period
during the credit period.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXI) Fixed Assets (Continued)

3. Subsequent measurement and disposal of fixed assets

(1)

(2)

(3

Depreciation of fixed assets

The depreciation of fixed assets is provided within the estimated useful life based on the
value carried less the expected net residue. For fixed assets with impairment provided,
the depreciation can be determined based on the carrying amount less the provision for
impairment in future period and the remaining useful life. No depreciation is provided for still
in use but fully depreciated assets.

The Company determines the useful life and estimated residual value of fixed assets based
on their nature and use condition. The useful life, estimated residual value and method
of depreciation of fixed assets are re-assessed at the end of the year, corresponding
adjustment is made when any difference from the originally estimated amount is found.

The method of depreciation, year of depreciation and annual depreciation rate of different
categories of fixed assets are as follows:

Year of Annual

depreciation Residual  depreciation

Category Method of depreciation (year) rate (%) rate (%)
Property and buildings Straight-line basis 30 4.00 3.20
Machinery and equipment Straight-line basis 2-16 4.00 6.00-48.00
Electronic equipment Straight-line basis 5 4.00-5.00 19.00-19.20
Transportation equipment Straight-line basis 6-10 4.00-5.00 9.60-16.00
Office equipment Straight-line basis 5 4.00 19.20
Network equipment Straight-line basis 16 4.00 6.00

Subsequent expenses of fixed assets

For subsequent expenses in relation to fixed assets, those that comply with the recognition
criteria for fixed assets are included in the costs of fixed assets; those that do not are
included in profit or loss for the period at the time of incurrence.

Disposal of fixed assets

A fixed asset is derecognized when the fixed asset is disposed or the expected use or
disposal of such fixed asset cannot create any economic benefits. The disposal income from
sale, transfer, retirement or damage of fixed assets is recognized in profit or loss for the
period after deducting its carrying amount and relevant taxes.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXI) Fixed Assets (Continued)

4.

Determination basis, measurement and depreciation method of fixed assets under finance
leases

The fixed asset leased by the Company will be recognized as fixed asset acquired under finance
leases when it complies with one or more of the following standards:

(1) The ownership of the leased asset will be transferred to the Company upon expiry of the
lease term.

(2) The Company has the option to acquire the leased asset, and the acquisition consideration
is expected to be much lower than the fair value of the leased asset at the time when
the right of option is exercised. Therefore, it can be reasonably confirmed from the
commencement date of the lease term that Company will exercise the right of option.

(3) Even if the ownership of the leased asset will not be transferred, the lease term accounts for
the most of useful life of the leased asset.

(4) The present value of the minimum lease payment made by the Company at the
commencement date of the lease almost equals to the fair value of the leased asset at the
commencement date of the lease.

(5) The leased asset is of a specialized nature that only the Company can use it without making
major modifications.

The booked value of the leased asset acquired under finance leases is recorded as the lower
of the fair value of the leased asset and the present value of the minimum lease payment at
the commencement date of the lease. The minimum lease payment is recognized as long-term
payable, and the difference between them is recognized as unrecognized finance charge. Initial
direct costs that are attributable to the leased item incurred during the process of negotiating and
securing the lease agreement, such as handling fees, attorney fees, traveling expenses and stamp
duty, are also credited to the value of the leased asset. Unrecognized finance charge is amortized
using effective interest method over the lease term.

For fixed assets acquired under finance leases, the basis for provision of leased assets
depreciation is the same as that of self-owned fixed assets. When it can be reasonably determined
that the ownership of a leased asset will be transferred at the end of the lease term, it is
depreciated over the period of expected use; otherwise, the lease asset is depreciated over the
shorter period of the lease term and the period of expected use.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXIl) Constructions in Progress

1.

Initial measurement of construction in progress

The self-constructed constructions in progress of the Company are measured at actual cost, which
consist of the necessary expenses required for bringing such constructions to the expected useable
conditions including the cost of construction materials, labor costs, relevant taxes, borrowings
expenses capitalized and apportioned indirect costs.

Criteria and timing for conversion of construction in progress into fixed assets

The initial carrying amounts of the fixed assets are stated at total expenditures incurred before
construction in progress reaching the working condition for their intended use. For construction
in progress that has reached working conditions for its intended use but for which the completion
of settlement has not been handled, it shall be transferred into fixed assets at the estimated
value according to the project budget, construction price or actual cost, etc. from the date when it
reaches the working conditions for its intended use. And the fixed assets shall be depreciated in
accordance with the Company’s policy on fixed asset depreciation. Adjustment shall be made to
the originally and provisionally estimated value based on the actual cost after the completion of
settlement is handled, but depreciation already provided will not be adjusted.

(XXlll) Borrowing Expenses

1.

Principles of recognizing capitalization of borrowing expenses

The borrowing expenses of the Company directly attributable to the construction or production
of an asset meeting capitalization conditions are capitalized and recognized in relevant asset
costs; other borrowing expenses are recognized as expenses based on the amount incurred and
recognized in profit or loss for the period.

An asset that meets the capitalization conditions refers to fixed assets, real estate investments and

inventories that require a considerable amount of time for construction or production to reach the

expected usable or saleable condition.

Borrowing expenses are capitalized when all of the following conditions are met:

(1) the asset expense has occurred, which includes expenses in the form of cash paid,
nonmonetary asset transferred or interest-bearing obligations assumed for the construction
or production of an asset that meets capitalization conditions;

(2) the borrowing expenses have occurred;

(3) the necessary construction or production activities for bringing the asset to the expected
usable or saleable conditions have started.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXI) Borrowing Expenses (Continued)

2.

Capitalization period of borrowing expenses

Capitalization period refers to the time starting from the borrowing expenses are capitalized to the
time capitalization is stopped, except for the period which capitalization of borrowing expenses is
suspended.

When the construction or production of an asset meeting capitalization conditions has reached
expected useful or saleable conditions, the capitalization of borrowing expenses is stopped.

When a portion of the construction or production of an asset meeting capitalization conditions has
completed and can be used individually, the capitalization of borrowing expenses of such portion of
asset is stopped.

When portions of the construction or production of an asset have been completed but will only
become useful or saleable after the entire asset is completed, the capitalization of borrowing
expenses is stopped when the entire asset is completed.

Suspension of capitalization period

Capitalization of borrowing expenses is suspended when any abnormal interruption continues
for over three months during the construction or production of an asset that meets capitalization
conditions. If such interruption is a necessary procedure for the construction or production of the
asset that meets capitalization conditions for which to reach expected useful or saleable conditions,
the borrowing expenses are continued to be capitalized. The borrowing expenses incurred during
the interruption are recognized as profit or loss for the period, and capitalization of borrowing
expenses continues when the construction or production activities of the asset resumes.

Calculation of capitalized amount of borrowing expenses

Interest expenses of special loans (net of interest income from unutilized loans deposited in bank
or investment gain earned from temporary investment) and supplementary expenses incurred
for the construction or production of asset that meets capitalization conditions before the asset
reaches expected useable or saleable condition are capitalized.

The interest amount that should be capitalized on normal borrowings is calculated based on the
weighted average of expenses of the aggregate asset exceeding the expenses of the portion of
special loan multiplied by the capitalization ratio of the normal borrowings utilized. Capitalization
ratio is calculated based on normal weighted average interest rate.

When there is discount or premium in the loan, the discount or premium to be amortized in each
accounting period is determined using effective interest method and the interest amount for each
period is adjusted.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXIV) Intangible Assets and Development Expenses

Intangible assets refer to the identifiable non-monetary assets owned or controlled by the Company which
have no physical form.

1. Initial measurement of intangible assets

The cost of externally purchased intangible assets includes the purchase price, relevant taxation
and other expenses directly attributable to bringing the asset to expected usage. If payment for
the price of intangible assets purchased is delayed beyond normal credit conditions and is in fact
financing in nature, the cost of the intangible asset is determined based on the present value of the
purchase price.

For intangible asset obtained through debt restructuring for offsetting the debt of the debtor, the
booked value of the intangible asset is determined based on its fair value, and the difference
between the carrying amount of the restructured debt and the fair value of the intangible asset used
for offsetting the debt is recognized in profit or loss for the period.

The book value of intangible asset received in an exchange for non-monetary asset is based on the
fair value of the asset surrendered, provided that the asset received in exchange for non-monetary
asset has a commercial substance and the fair value of both the asset received and the asset
surrendered can be reliably measured, except there is definite evidence that the fair value of the
asset received is more reliable; for exchange of nonmonetary asset that cannot satisfy the above
conditions, the cost of the intangible asset received is based on the carrying amount of the asset
surrendered and the amount of relevant taxation payable, and no profit or loss is recognized.

For intangible asset obtained through business absorption or combination of entities under common
control, the book value is determined by the carrying amount of the combined party; for intangible
asset obtained through business absorption or merger of entities not under common control, the
book value is determined by the fair value of the intangible asset.

The cost of an internally developed intangible asset include: the materials consumed in developing
the intangible asset, labor costs, registration fees, amortization of other patented rights and
licensed rights used during the development process, interest expenses meeting capitalization
conditions, and other direct costs for bringing the intangible asset to expected usage.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXIV) Intangible Assets and Development Expenses (Continued)

2. Subsequent measurement of intangible assets

The Company determines the useful life of intangible assets on acquisition, which are classified as
intangible life with limited life and indefinite life.

(1) Intangible asset with a limited life

Intangible asset with a limited life is depreciated using straight-line method over the term
which it brings economic benefit to the Company. The estimated useful life and basis for the
intangible assets with a limited life are as follows:
Item Estimated service life Basis
Software 5-10 years Amortized by straight-line basis
The useful life and depreciation method of intangible assets with limited life are reassessed
at the end of each period. If the original estimate varies, corresponding adjustments are
made.
Upon re-assessment, at the end of the period there was no difference in the useful life and
depreciation method of intangible assets from the previous estimates.

3. Specific criteria in dividing the research stage and development stage of internal research

and development projects of the Company

Research stage: The stage of original planned investigation and research activities to acquire and
understand new scientific or technical knowledge.

Development stage: The stage of activities that apply research results or other knowledge to a
plan or design to produce new or substantially improved materials, devices, products, etc. before
commercial production or use.

The expenses incurred in the research stage of internal research and development projects are
recognized as expense in profit or loss for the period.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXIV) Intangible Assets and Development Expenses (Continued)

4. Specific criteria of capitalization for expenses during development stage

The expenses during development stage of internal research and development projects are
recognized as intangible asset when all the below conditions are met:

(1) it is technically feasible to complete the intangible asset to bring it to useable or saleable
conditions;

(2) there is intention to complete the intangible asset for use or sale;

(3) there is a way for generating economic benefits from the intangible asset, including the
ability to prove there exists a market for products produced using the intangible asset or
there exists a market for the intangible asset itself; for intangible asset to be used internally,
its usability can be proved;

(4) there is enough support in the areas of technology, financial and other resources to
complete the development of the intangible asset, and there is the ability to use or sell the
intangible asset;

(5) the expenses attributable to the development stage of the intangible asset can be reliably
measured.

The expenses during development stage that do not comply with the conditions above are included
profit or loss for the period on incurrence. Development expense included in profit or loss in
previous period are not re-recognized as assets in subsequent period. Capitalized expenses during
development stage are presented as development expenses on the balance sheet and transferred
to intangible assets since they reach the intended use.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXV) Impairment of Long-term Assets

The Company makes a judgment on whether there is any sign of possible long-term assets impairment
on the balance sheet date. Where there is any evidence indicating a possible impairment of assets, the
Company shall, on the basis of single item assets, estimate the recoverable amount. Where it is difficult
to do so, it shall determine the recoverable amount of the group assets based on the asset group to which
the asset belongs.

The estimate of the recoverable amount of the assets are determined at the higher of the net amount of
the fair value less the disposal expenses and the present value of the estimated future cash flows.

Where the measurement result of the recoverable amount indicates that the recoverable amount of the
long-term asset is lower than its carrying value, the carrying value of the asset shall be recorded down
to the recoverable amount, and the reduced amount shall be recognized as the loss of asset impairment
and be recorded as the profit or loss for the current period. Simultaneously, a provision for the asset
impairment shall be made accordingly. Once the asset impairment loss is recognized, it will not be
reversed for the value recovered in the subsequent periods.

After the loss of asset impairment has been recognized, the depreciation or amortization expenses of the
impaired asset shall be adjusted accordingly in the future periods so as to amortize the post-adjustment
carrying value of the asset systematically (deducting the expected net salvage value) within the residual
service life of the asset.

No matter whether there is any sign of possible assets impairment, the business reputation formed by the
merger of enterprises and intangible assets with uncertain service lives shall be subject to impairment test
every year.

When making impairment task on the goodwill shall, amortize the carrying amount of goodwill to asset
group or combination of asset group, which are expected to be beneficial from business combination.
When making an impairment test on the relevant asset groups or combination of asset groups containing
goodwill, if any evidence shows that the impairment of asset groups or combinations of asset groups is
possible, the Company shall first make an impairment test on the asset groups or combinations of asset
groups not containing the goodwill, calculate the recoverable amount, compare it with the relevant carrying
value and recognize the corresponding impairment loss. Then the Company shall make an impairment
test of the asset groups or combinations of asset groups containing goodwill, and compare the carrying
value of these asset groups or combinations of asset groups (including the carrying value of the goodwill
apportioned thereto) with the recoverable amount. Where the recoverable amount of the relevant assets or
combinations of the asset groups is lower than the carrying value thereof, it shall recognize the impairment
loss of the goodwill.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXVl) Long-term Prepaid Expenses
1. Amortization method
Long-term prepaid expenses of the Company refer to expenses that already been spent and

the benefit period is one year or more. Long-term prepaid expenses are amortized using the
straight-line method in its benefit period.

2. Amortization period
Type Amortization period Remark
Renovation fees 5 years Straight-line method
Rental fees 2.08-15 years Straight-line method

(XXVIl) Contract Liabilities

Contract Liabilities refer to the Company’s obligation to provide goods to the customer for the
consideration received or receivable.

(XXvil) Employee Remuneration

Employee remuneration refers to all kinds of remunerations and other relevant reimbursements made by
enterprises to their employees in exchange for services of said employees, including short-term employee
remuneration, post-employment benefits, termination benefits and other long-term employee benefits.

1. Short-term remuneration

Short-term remuneration refers to the employee compensation in addition to post-employment
benefits and termination benefits, which are required to be fully paid within 12 months upon the
annual reporting period when the employees provide relevant services. During the accounting
period when the employees provides services, the Company recognizes the short-term
remuneration payable as liabilities and includes them into relevant asset costs and expenses
according to benefits from the services provided by employees.

2. Post-employment benefits

Post-employment benefit refers to all kinds of remunerations and benefits other than short-term
remuneration and termination benefits that are provided by the Company after the retirement of
the employees or termination of labor ration with enterprises in exchange for services provided by
employees.

The Company’s post-employment benefits are categorized as defined contribution plans and
defined benefit plans.

Defined contribution plan of the Group refers to the basic endowment insurance, unemployment
insurance paid for the employees according to relevant regulation by local governments. During the
accounting period when employees render services to the Group, amount payable calculated by the
base and ratio in conformity with local regulation is recognized as liability and accounted for profit
and loss or related cost of assets.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXvl) Employee Remuneration (Continued)

2.

Post-employment benefits (Continued)

Post-employment benefit defined benefit plans provide for a defined standard of uncoordinated
benefits payable primarily to retired employees, and for the cost of living for families of deceased
employees. The obligations assumed under defined benefit plans are actuarially determined at the
balance sheet date by independent actuaries using the projected cumulative benefit unit method
to attribute the benefit obligations arising from the defined benefit plans to the period in which the
employees render services and are included in profit or loss for the period or in the cost of the
related assets, in which: unless other accounting standards require or permit the cost of employee
benefits originally included in the cost of assets and the cost of defined benefit plan services, the
cost of defined benefit, the net interest on the net liabilities or net assets of the plan to be included
in profit or loss in the period in which it is incurred; changes arising from the remeasurement of the
net liability or net asset of the defined benefit plan are included in other comprehensive income
in the period in which they are incurred and are not allowed to be reversed to profit or loss in
subsequent accounting periods.

Termination benefits

Termination benefit refers to indemnity provided by enterprises for employees for the purpose of
terminating labor relation with the employees before the expiry of the labor contract or encouraging
employees to accept downsizing voluntarily. When the earlier of Company cannot unilaterally
withdraws the employment relations or cut-down proposals and the date of confirmation of relevant
cost and expenses on paying termination benefits, those liabilities arising from the confirmed
terminations is charged to profit or loss for the period.

The Company provides early retirement benefits to those employees who accepted early retirement
arrangement. Early retirement benefits mean payment of those salaries and paid social insurance
and other expenses made to those who are under the government regulated retirement age and
their early retirement were approved by the Company’s management. The Company will pay early
retirement benefits to those employees from the early retirement date to normal retirement date
and consider the cost as liability and one-off charge to the profit or loss for the period. Difference
arising from change in assumption on actuarial calculation and change in benefit standards, will be
charged to profit or loss for the period when it incurs.

Other long-term employment benefit

Other long-term employment benefit refers to all employee benefit except for short-term benefit,
post-employment benefit, and termination benefit.

For other long-term employee benefits that meet the conditions of the defined contribution plan,
during the accounting period in which the employee provides services for the company, the amount
that should be paid is recognized as a liability and is included in the profit or loss for the period
or the cost of the relevant assets. In addition to the above situations, other long-term employee
benefits are actuarially calculated by the independent actuary using the expected cumulative
welfare unit method on the balance sheet date, and the welfare obligations arising from the defined
benefit plans are attributed to the period during which the employees provide services and are
included in the current profit and loss or related asset costs.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXIX) Estimated Liabilities

1. Recognition criteria for estimated liabilities

The Company shall recognise the obligations related to contingencies as estimated liabilities, when
all the following conditions are satisfied:

the obligation is a present obligation of the Company;
it is probable that an outflow of economic benefits will be required to settle the obligation;
the amount of the obligation can be measured reliably.

2. Method of measuring estimated liabilities

Estimated liabilities shall be initially measured at the best estimate of the expenditure required to
settle the related present obligation.

Factors pertaining to a contingency such as risk, uncertainties, and time value of money shall be
taken into account as a whole in reaching the best estimate. Where the effect of the time value of
money is material, the best estimate shall be determined by discounting the related future cash
outflow.

The best estimate will be dealt with separately in the following circumstances:

The expenses required have a successive range (or band), in which the possibilities of occurrence
of each result are the same, and the best estimate should be determined as the middle value for
the range, i.e. the average of the upper and lower limit.

The expenses required does not have a successive range (or band), or although there is a
successive range (or band), the possibilities of occurrence of each result are not the same, if
the contingency is related to individual item, the best estimate should be determined as the most
likely amount; where the contingency is related to a number of items, the best estimate should be
calculated and determined according to the possible results and the relevant possibilities.

Where some or all the expenditure required to settle an estimated liability is expected to be
reimbursed by a third party, the reimbursement is separately recognised as an asset when
it is virtually certain that the reimbursement will be received. The amount recognised for the
reimbursement is limited to the carrying amount of the liability recognised.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXX) Share-based Payments

1.

Type of Share-based payments

The Company’s share-based payments included equity-settled share-based payments and
cash-settled share-based payments.

Confirmation methods for equity instruments

For granted equity instruments such as options that exist in an active market, the fair value of an
equity instrument is determined according to the quotation in the active market. For granted equity
instruments such as options that do not exist in an active market, the option pricing model is used
to determine the fair value. The option pricing model selected considers the following factors: (1)
The exercise price of the option; (2) The validity period of the option; (3) The current price of the
underlying shares; (4) The expected volatility of the stock price; (5) The expected dividend of the
shares; (6) The risk-free interest rate within the validity period of the option.

When determining the fair value of the equity instrument grant date, the impact of market conditions
and non-feasible rights conditions in the vestable rights conditions stipulated in the share payment
agreement is considered. If there are non-feasible rights conditions for share payment, as long as
the employees or other parties meet the non-market conditions (such as the service period, etc.) of
all the rights conditions, the cost corresponding to the service received is confirmed.

The basis for determining the best estimate of an exercisable equity instrument

During the waiting period on each balance sheet date, the best estimate is made based on the
latest changes in the number of employees with available rights and other follow-up information,
and the number of equity instruments with estimated available rights is revised. On the exercisable
date, the final estimated number of exercisable equity instruments is consistent with the actual
number of exercisable rights.

~
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(XXX) Share-based Payments (Continued)

4.

Accounting treatment

In the case of an equity-settled share-based payment, the fair value of the employee’s equity
instrument is measured. If the vesting right is granted immediately after the grant, the relevant
costs or expenses shall be included in the fair value on the grant date, and the capital reserve
shall be increased accordingly. If the right to service during the waiting period is fulfilled or the
required performance conditions are met, on each balance sheet date during the waiting period,
the company makes the best estimate of the number of vesting equity instruments. Based on this,
according to the fair value of the grant date, the services obtained in the current period will be
included in the relevant costs or expenses, and the capital reserve will be increased accordingly.
No adjustments have been made to the identified related costs or expenses and total owner’s
equity after the vesting date.

A cash-settled share-based payment shall be measured in accordance with the fair value of
liability calculated and confirmed based on the shares or other equity instruments undertaken by
the Group. It is initially measured at fair value on the date of grant, taking account into the terms
and conditions of the equity instrument granted. If the right may be exercised immediately after
the grant, the fair value of the liability undertaken by the enterprise shall, on the date of the grant,
be included in the relevant costs or expenses, and the liabilities shall be increased accordingly.
If the right may not be exercised until the vesting period comes to an end or until the specified
performance conditions are met, within the vesting period, the services obtained in the current
period shall, based on the best estimate of the information about the exercisable right, be included
in the relevant costs or expenses and the corresponding liabilities at the fair value of the liability
undertaken by the enterprise. For each of the balance sheet date and settlement date before the
settlement of the relevant liabilities, fair value of the liabilities will be remeasured, and the changes
will be included in the profit or loss for the current period.

If the granted equity instrument is cancelled during the waiting period, the company will treat the
cancellation of the granted equity instrument as an accelerated exercise, and the amount that
should be confirmed in the remaining waiting period is immediately included into the current profit
and loss, and the capital reserve is recognized. If the employee or other party can choose to meet
the non-feasible exercise condition but is not satisfied within the waiting period, the company will
treat it as the cancellation of the grant of equity instruments.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXXI) Income

The main revenue streams of the Company are from the following businesses: heat supply and
transmission service, construction and maintenance.

1. General principles of revenue recognition

The Company has fulfilled the performance obligations in the contract, that is, when the customer
obtains control of the relevant goods or services, the revenue is recognized at the transaction price
allocated to the performance obligation.

The performance obligation refers to the commitment of the Company to transfer the goods or
services that can be clearly distinguished to the customer in the contract.

Obtaining control of related commodities means being able to lead the use of the commodities and
obtain almost all economic benefits from them.

The Company evaluates the contract on the contract start date, identifies the individual
performance obligations contained in the contract, and determines whether the individual
performance obligations are performed within a certain period of time or at a certain point in time.
If one of the following conditions is met, it is a performance obligation performed within a certain
period of time. The Company recognizes revenue within a period of time according to the progress
of the performance: (1) The customer obtains and consumes the Company’s performance office
while the Company is performing the contract Economic benefits brought; (2) The customer can
control the goods under construction of the Company during the performance of the contract; (3)
The goods produced by the Company during the performance of the contract have irreplaceable
uses, and the Company has the right to Receiving money for the accumulated performance part
that has been completed so far. Otherwise, the Company recognizes revenue when the customer
obtains control of the relevant goods or services.

For the performance obligations performed within a certain period of time, the Company uses the
input method to determine the appropriate performance progress based on the nature of the goods
and services. The output method is to determine the performance progress based on the value of
the commodities that have been transferred to the customer (the input method is to determine the
performance progress based on the Company’s investment to fulfil the performance obligation).
When the performance progress cannot be reasonably determined, if the Company’s already
incurred costs are expected to be compensated, revenue is recognized according to the amount of
costs incurred until the performance progress is reasonably determined.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXXl) Income (Continued)

2. Detailed method for revenue recognition

(1)

(2)

(3

(4)

(%)

(6)

Provision of heat service

When the Company satisfies its performance obligations for heat supply services, if the
customer simultaneously receives and consumes the resources provided by the Company,
it is a performance obligation satisfied within a certain period of time. Revenue from heat
supply services is recognised on the basis of the actual heating area and the heating price
approved by relevant government departments, and is recognised in monthly instalments
over the heating period in proportion to the number of heating days as a percentage of the
total number of heating days.

Pipeline connection fee

The pipeline connection fee is a one-off fee charged by the Company to the customers
for the connection of the primary pipeline network for residential customers and is
non-refundable. The Company enters into a contract with a customer and agrees to a
heating service period, and income from the pipeline connection fee is recognised on a
straight-line basis over the customer’s beneficial period. The Company has determined the
beneficial period to be 16 years.

Heat transmission service

Revenue from the provision of heat transmission service, which utilises the heat
transmission network of the Company to provide heat transmission service to other heat
supply units, is recognised at the point in time when control of heat is transferred to the
customer, which is generally when heat is transmitted to the customer.

Engineering construction and maintenance services

When the Company satisfies its performance obligation for engineering construction and
maintenance services, if the customer is able to control the Company’s asset created or
enhanced in the performance process, it is a performance obligation satisfied within a
certain period of time, and the Company recognises the revenue based on the progress
of performance, which is determined by the proportion of the actual costs incurred to the
estimated total cost of achieving the construction services.

Design services

The design services provided by the Company include design, consultancy and feasibility
studies for heating projects is a performance obligation satisfied within a certain period
of time due to the results produced in the course of the Company’s performance are of
irreplaceable use and the Company is entitled to receive payment for the cumulative
portion of performance completed to date throughout the contract period, and the Company
recognises the revenue based on the progress of performance, which is determined by the
proportion of the actual costs incurred to the estimated total cost.

Sale of goods

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

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXXIl) Contract Costs

1.

Contract performance cost

The Company'’s costs incurred for the performance of the contract that are not within the scope of
other ASBEs other than income standards and meet the following conditions at the same time are
recognized as an asset as contract performance costs:

(1) The cost is directly related to a current or expected contract, including direct labor, direct
materials, manufacturing expenses (or similar expenses), clear costs borne by the customer,
and other costs incurred solely for the contract;

(2) This cost increases the resources that the company will use to fulfill its performance
obligations in the future;

(3) The cost is expected to be recovered.

The asset is presented in inventory or other non-current assets based on whether the amortization
period at the time of initial recognition exceeds a normal business cycle.

Contract obtainment cost

If the incremental cost of the Company is expected to be recovered, the contract acquisition cost is
recognized as an asset. Incremental cost refers to the cost that the Company will not occur without
obtaining a contract, such as sales commission. For the amortization period not exceeding one
year, it is included in the current profit and loss when it occurs.

Amortization of contract costs

The Company recognizes the contract performance cost and the contract acquisition cost on the
same basis as the commodity income related to the contract cost asset, and amortizes it at the
time when the performance obligation is performed or in accordance with the performance of the
performance obligation, and is included in the current profit and loss.

Contract cost impairment

For the above assets related to contract costs, the carrying amount is higher than the difference
between the Company’s expectation that the goods related to the asset are expected to obtain the
remaining consideration and the estimated cost of transferring the relevant goods, and the excess
should be depreciated and confirmed as asset impairment losses.

After the impairment provision is accrued, if the factors of impairment in the previous period
change, so that the above two differences are higher than the carrying amount of the asset, the
asset impairment provision previously accrued is transferred back to the current profit and loss,
but it is transferred The carrying amount of the asset after the return does not exceed the carrying
amount of the asset on the date of reversal under the assumption that no impairment provision is
made.

~




138

JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

NOTES TO FINANCIAL
STATEMENTS

Year 2020

f

IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXXl Government Grants

1.

Classification

Government grants refer to monetary and non-monetary assets received from the government
without compensation. According to the subsidy object stipulated in the documents of relevant
government, government grants are divided into subsidies related to assets and subsidies related
to revenue.

Government grants related to assets are obtained by the Company for the purposes of constructing
or forming long-term assets in other ways. Government grants related to revenue refer to the
government grants other than those related to assets.

Recognition of government grants

Where evidence shows that the Company complies with relevant conditions of policies for financial
supports and are expected to receive funds rapidly at the end of the period, the amount receivable
is recognized as the government grants. Otherwise, the government subsidy is recognized upon
receipt.

Government grants in the form of monetary assets are stated at the amount received or receivable.
Government grants in the form of non-monetary assets are measured at fair value; if fair value
cannot be obtained, a nominal amount (RMB1) is used. Government grants that are measured at
nominal amount shall be recognized in profit or loss for the period directly.

Accounting treatment

According to the essence of economic business, the Company determines that a certain type of
government subsidy business should be accounted for using the gross method or net method.
In general, the Company uses only one method for similar or comparable government grant
operations and applies that method consistently to that operation.

Government grants related to assets shall offset the carrying amount of the relevant assets or
be recognised as deferred income. If the government grants related to assets are recognized as
deferred income, they shall be included in the profit and loss in installments in a reasonable and
systematic manner within the useful life of the assets constructed or purchased.

Government grants related to income that are used for compensation for the relevant costs or
losses of the Group in subsequent periods are recognized as deferred income and are included
in the profit or loss in the current period or offset the relevant costs in the periods in which the
relevant costs, expenses or losses are recognized; a grant that are used for compensation for the
relevant costs or losses of the Group already incurred shall be directly included in the profit or loss
in the current period or offset the related costs.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXXl Government Grants (Continued)

3.

Accounting treatment (Continued)

Government grants related to daily activities of enterprises are included in other incomes or offset
relevant costs; government grants that are not related to daily activities of enterprises are included
in non-operating income and expenditure.

The government subsidy related to the discount interest received from policy-related preferential
loans offsets the relevant borrowing costs; if the policy-based preferential interest rate loan
provided by the lending bank is obtained, the actual borrowing amount received is recognized as
the borrowing amount, and the relevant borrowing costs should be calculated based on the loan
principal and the preferential policy rate.

When a recognized government grant needs to be returned, if the carrying amount of the relevant
asset is offset at the initial recognition, the carrying amount of the asset is adjusted. If there is
balance of relevant deferred income, the carrying balance of the relevant deferred income is offset
and the excess is recognised in profit and loss in the current period. If the relevant deferred income
does not exit, it is directly recognised in profit and loss in the current period.

(XXXIV) Deferred Tax Assets and Deferred Tax Liabilities

Deferred tax assets and deferred tax liabilities are measured and recognized based on the difference
(temporary difference) between the taxable base of assets and liabilities and their carrying amount. On
balance sheet date, the deferred tax assets and deferred tax liabilities are measured at the applicable tax
rate during the period, when it is expected to recover such assets or repay such liabilities.

Criteria for recognition of deferred income tax assets

The Company recognizes deferred income tax assets arising from deductible temporary difference
to the extent it is probably that future taxable amount will be available against which the deductible
temporary difference can be utilized. However, the deferred income tax assets arising from the
initial recognition of assets or liabilities in transactions are not recognized with the following
features: (1) the transaction is not a business combination; or (2) neither the accounting profit or
the taxable income or deductible losses is affected when the transaction occurs.

For deductible temporary difference in relation to investment in the associates, corresponding
deferred income tax assets are recognized in the following conditions: the temporary difference
is probably reversed in a foreseeable future and it is likely that taxable income is obtained for
deduction of the deductible temporary difference in the future.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXXIV) Deferred Tax Assets and Deferred Tax Liabilities (Continued)

2. Criteria for recognition of deferred income tax liabilities

The Company recognizes deferred income tax liabilities on the temporary difference between the
taxable but not yet paid taxation in the current and previous periods, excluding:

(1) temporary difference arising from the initial recognition of goodwill;

(2) transactions or events arising from non-business combination, and neither the accounting
profit or the taxable income (or deductible losses) is affected when the transaction or event
occurs;

(3) for taxable temporary difference in relation to investment in subsidiaries or associates,
the time for reversal of the difference can be controlled and the difference is probably not
reversed in a foreseeable future.

3. Deferred income tax assets and deferred income tax liabilities are presented net of offset
when the following conditions are met

(1) The enterprise has the legal right to settle the current income tax assets and current income
tax liabilities on a net basis;

(2) Deferred income tax assets and deferred income tax liabilities relate to income taxes levied
by the same taxation authority on the same taxable entity or different taxable entities.
However, in each future period in which the deferred income tax asset and deferred income
tax liability are significant, the tax entity involved intends to settle the current income tax
assets and current income tax liabilities on a net basis or simultaneously obtain assets and
settle the current income tax liabilities.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXXV) Lease

1. Lease

(1)

(2)

Identification of leases

On the beginning date of the contract, the Group (as a lessee or lessor) assesses whether
the customer in the contract has the right to obtain substantially all of the economic benefits
from use of the identified asset throughout the period of use and has the right to direct the
use of the identified asset throughout the period of use. If a contract conveys the right to
control the use of an identified asset and multiple identified assets for a period of time in
exchange for consideration, the Group identifies such contract is, or contains, a lease.

The Company as lessee

On the beginning date of the lease, the Company recognizes right-of-use assets and lease
liabilities for all leases, except for short-term lease and low-value asset lease with simplified
approach.

The lease liability is initially measured at the present value of the lease payments that are
not paid at the beginning date of the lease using the interest rate implicit in the lease or the
incremental borrowing rate. Lease payments include fixed payments and in-substance fixed
payments, less any lease incentives receivable; variable lease payments that are based
on an index or a rate; the exercise price of a purchase option if the lessee is reasonably
certain to exercise that option; payments for terminating the lease, if the lease term reflects
the lessee exercising that option of terminating; and amounts expected to be payable by the
lessee under residual value guarantees. Subsequently, the interest expense on the lease
liability for each period during the lease term is calculated using a constant periodic rate of
interest and is recognized in profit or loss for the current period. Variable lease payments
not included in the measurement of lease liabilities are charged to profit or loss in the period
in which they actually arise. The Group calculates the interest expense of the lease liability
for each period of the lease term based on the fixed periodic interest rate and is included
in the current profit and loss. The variable lease payments that are not included in the
measurement of the lease liability are recognized in profit or loss when incurred.

Short-term lease
Short-term leases refer to leases with a lease term of less than 12 months from the

commencement date, except for those with a purchase option.

Lease payments on short-term leases are recognised in the cost of related assets or profit
or loss for the period on a straight-line basis over the lease term.

For short-term leases, the Company chooses to adopt the above simplified approach for
items that meet the conditions of short-term lease according to the classification of leased
assets.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXXV) Lease (Continued)

1.

Lease (Continued)

(2)

(3

The Company as lessee (Continued)
Low-value asset lease

A low-value asset lease is a lease that has a lower value of a single leased asset when it is
a new asset.

For a low-value asset lease, the Company chooses the above simplified approach based on
the specific circumstances of each lease. Lease payments on low-value asset leases are
recognized on a straight-line basis over the lease term, and either included in the cost of the
related asset or charged to profit or loss for the current period.

The Company as lessor

When the Company is a lessor, a lease is classified as a finance lease whenever the terms
of the lease transfer substantially all the risks and rewards of asset ownership to the lessee.
All leases other than financial leases are classified as operating leases.

Finance leases

Under finance leases, the Company records the booked value of finance lease receivables
at the beginning of the lease term at the net lease investment, which is the sum of the
unguaranteed residual value and the present value of the lease receivables outstanding
at the beginning of the lease term discounted at the interest rate embedded in the lease.
The Company, as lessor, calculates and recognizes interest income for each period of the
lease term based on a fixed periodic interest rate. Variable lease payments obtained by
the Company as lessor that are not included in the measurement of net lease investment
are included in profit or loss for the period when they are actually incurred. Derecognition
and impairment of finance lease receivables are accounted for in accordance with ASBE
22 - Recognition and Measurement of Financial Instruments and ASBE 23 - Transfers of
Financial Assets.

Operating lease

Lease payments under operating leases are recognized in profit or loss on a straight-line
basis over the lease term. Initial direct costs incurred in relation to operating leases are
capitalized and amortized over the lease term on the same basis as rental income and
recognized in profit or loss for the current period. The variable lease payments obtained in
relation to operating leases that are not included in the lease payments are recognized in
profit or loss in the period in which they actually incurred.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXXV) Lease (Continued)

1.

Lease (Continued)

(4)

(%)

Sublease

When the Company is an intermediate lessor, the sublease is classified with reference to the
right-of-use assets arising from the head lease. If the head lease is a short-term lease for
which the Company adopts a simplified approach, then the Company classifies the sublease
as an operating lease.

Sale and leaseback

The lessee and the lessor shall assess and determine whether the transfer of assets in a
sale and leaseback transaction is a sale in accordance with the requirements of ASBE 14 —
Revenue.

Where asset transfer under the sale and leaseback transactions is a sale, the lessee shall
measure the right-of-use assets created by the sale and leaseback based on the portion of
carrying amount of the original assets related to right of use obtained upon leaseback, and
only recognize relevant profit or loss for the right transferred to the lessor. The lessor shall
account for the purchase of assets in accordance with other applicable ASBEs and account
for the lease of assets in accordance with this standard.

Where asset transfer under the sale and leaseback transactions is not a sale, the lessee
shall continue to recognize the transferred assets while recognizing a financial liability equal
to the transfer income and account for such liability according to ASBE 22 — Recognition
and Measurement of Financial Instruments; or not to recognize the transferred assets
but recognize a financial asset equal to the transfer income and account for such asset
according to ASBE 22 — Recognition and Measurement of Financial Instruments.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXXV) Lease (Continued)

2. Right-of-use assets

(1)

(2)

(3

Conditions for recognition of right-of-use assets

Right-of-use assets of the Company are defined as the right of underlying assets in the
lease term for the Company as a lessee.

Right-of-use assets are initially measured at cost at the commencement date of the lease.
The cost includes the amount of the initial measurement of lease liability; lease payments
made at or before the inception of the lease less any lease incentives enjoyed; initial direct
costs incurred by the Company as lessee; costs to be incurred in dismantling and removing
the underlying assets, restoring the site on which it is located or restoring the underlying
asset to the condition required by the terms and conditions of the lease incurred by the
Company as lessee. As a lessee, the Company recognizes and measures the costs of
dismantling and restoration in accordance with ASBE 13 — Contingencies. Subsequently, the
lease liability is adjusted for any remeasurement of the lease liability.

Depreciation method of right-of-use assets

The Company uses the straight-line method for depreciation. Where the Company, as a
lessee, is reasonably certain to obtain ownership of the leased asset at the end of the lease
term, such asset is depreciated over the remaining useful life of the leased asset. Where
ownership of the lease assets during the lease term cannot be reasonably determined,
right-of-use assets are depreciated over the lease term or the remainder of useful lives of
the lease assets, whichever is shorter.

For the methods of impairment test and impairment provision for right-of-use assets, please
refer to Note IV(X) — 6. Impairment of financial instruments.

~
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IV. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (CONTINUED)

(XXXVl) Discontinued Operation

The Company will satisfy one of the following conditions, and the component has been disposed of or
classified as held for sale, and can be separately recognized as a component of discontinued operation:

(1) the component represents an independent main business or a separate major business area;

(2) This component is proposed disposal plan on an independent main business or proposed disposal
in a separate major business area;

(3) This component is a subsidiary that is specifically acquired for resale.

Operational gains and losses such as impairment losses and reversal amounts of discontinued operations
and disposal gains and losses are listed in the income statement as profit or loss of discontinued
operations.

(XXXVI) Asset Securitization Business

The Company securitized a portion of its heating contract debt assets by issuing securities to qualified
investors. The interest in the securitized financial assets is retained in the form of credit-enhanced,
subordinated debentures. The retained interests are recorded at fair value in the Company’s balance
sheet. The difference between the carrying amount of a financial asset derecognized in the process of
securitization and its consideration (including the retained interest) is recognized as a gain or loss on
securitization and is included in profit or loss for the period.

(XXXVll)Production Safety Expense

The Company’s production safety expenses, which are provided in accordance with national regulations,
are included in the cost of the relevant products or profit or loss for the period, and are also recorded in
the “Special Reserve” account. When the provision of production safety expenses is used, it is directly
offset in the special reserve if it is an expense. If the production safety expenses formed a fixed asset,
the expenditure incurred is accounted for in the item “Construction in progress” and recognized as a fixed
asset when the safety project is completed and reaches its intended useable state; meanwhile, the special
reserve is written down to the cost of forming fixed assets and accumulated depreciation of the same
amount is recognized. No further depreciation is charged on the fixed assets in subsequent periods.

(XXXIX) Changes in Significant Accounting Policies and Accounting Estimates

1. Changes in accounting policies

There were no changes in accounting policies during the reporting period. However, the figures in
this reporting period, together with the comparative figures for the year ended 31 December 2019,
have been prepared in accordance with the disclosure requirements of the ASBEs.

2. Changes in accounting estimates

There were no changes in key accounting estimates during the reporting period.
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V.

TAXATION

U

Main Types of Taxes and Corresponding Rates

Tax type Basis of taxation Tax rate

Remark

Domestic sales, provision of processing, 13%
repair and replacement services; provision
of goods; provision of tangible personal
property leasing services
Value-added tax (“VAT”) Provision of construction, real property leasing 9%
services; sale of real estate; transfer of land

use rights
Other taxable sales of services 6%
Simple taxation method 5% or 3%
City maintenance and Amount of turnover tax paid 7%
construction tax
Education surcharge Amount of turnover tax payable 3%
Local education Amount of turnover tax payable 2%
surcharge
Enterprise income tax Amount of turnover tax payable 25%115%
Property tax Based on 70% of the original value of property 1.2%

(or rental income)

Income tax rates of different tax-paying entities:

Name of tax-paying entities

Income tax rate

Jilin Province Changre Maintenance Service Company Limited*
(EMERAEEEEBRAR)

Changchun City Runfeng Construction Installation Engineering Company Limited*
(RETHBEELETREERETARF)

Jilin Province Changre Pipelines Transmission Company Limited*
(EMERBEEBEERAF)

Jilin Province Heating Engineering Design and Research Company Limited*
(EMERN TRERFMEFREERA)

Jilin Province Changre Electrical Apparatus Company Limited*
(HEMERREERERERRA)

Jilin Province Chuncheng Biomass Power Co., Ltd.*
(EMEERENERRBRAA)

Changchun Yatai Heating Co., Ltd.*

(RERRZANEREMERA)

Jilin Province Xixing Energy Limited*

(EMETEEEERAR LD R)

Jilin Province Hengda New Energy Technology Development Company Limited*
(BB EEINERBEERER AR

Jilin Province Hengxin Electricity Co. Ltd.*

(EMEEEEERRAR)

25%

25%

25%

15%

25%

25%

15%

25%

25%

20%
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V. TAXATION (CONTINUED)

() Preferential Tax Policies and Basis
1. VAT

(1)  The Company, Changchun Yatai Heating Co., Ltd.* (RHFRZEAHAREEAF]) and Jilin
Province Xixing Energy Limited* (Z & FH#aEIRA MR 2 7]) were subject to the “Notice on
the Renewal of Preferential Policies on VAT, Property Tax and Urban Land Use Tax for Heat
Supply Enterprises” (Cai Shui [2019] No. 38) ( (BRI ED ¥ IZ(EN B AR B E 1
FAFRERBRABA) BFi[2019]385%) issued by the Ministry of Finance and the State
Administration of Taxation, which stated that in order to support residents’ heating needs,
the policies on VAT, property tax and urban land use tax for heat supply enterprises in the
“three north” regions (hereinafter referred to as heat supply enterprises) are as follows:
|. Starting from 1 January 2019 to the end of the heating period in 2020, heat supply fee
income generated by heat supply enterprises for heat supplied to individual residents
(hereinafter collectively referred to as residents) shall be exempted from VAT.

(2) Pursuant to the “Announcement on Policies Relating to the Deepening of VAT Reform
(Ministry of Finance, State Administration of Taxation, General Administration of Customs
Announcement No. 39 of 2019) ( (BARF(LIBETREEMABERMRE) BIEREL - HEReR
FRIARE NE2019F 55395%)), from 1 April 2019 to 31 December 2021, a taxpayer in the
production or life service industry is allowed to credit the amount of input tax deductible in
the current period plus 15% thereof against the amount of taxes payable, and based on the
“Notice of the National Bureau of Statistics on the Issuance of the Statistical Classification
of Production Service Industry (2019)” (Guo Tong Zi [2019] No. 43) ( (EZR & BER
N (R EMRBER 9 (2019)R @A) (B4 F[2019]435%)), Jilin Province Heating
Engineering Design and Research Company Limited* (E#& &) TI2RAAEBRSERD
7]) belongs to the production service industry.

2. Income tax

(1)  Changchun Yatai Heating Co., Ltd.* (REZZRA N EREFAF) was recognised as a High
and New Tech Enterprise by the Department of Science and Technology of Jilin Province
(FMERIZRTEE), the Department of Finance of Jilin Province (SZ#& 8K EE) and the
Taxation Bureau of Jilin Province of the State Administration of Taxation (BXRMERABHH
HEFIEB) in accordance with the “Measures for Determination of High and New Tech
Enterprises” ( {@#FEIMTEERTEIE) ), and obtained a “High and New Tech Enterprise
Certificate” ( {RHIFMEEFZ) ) No. GR201922000414 in September 2019, which is
valid for three years. The preferential corporate income tax rate of 15% was adopted for
2019 to 2021 for the calculation and payment of corporate income tax.




148

JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

NOTES TO FINANCIAL
STATEMENTS

Year 2020

a N

V. TAXATION (CONTINUED)

(1) Preferential Tax Policies and Basis (Continued)
2. Income tax (Continued)

(2)  Jilin Province Heating Engineering Design and Research Company Limited* (ZF#& A
TiEFFTAFTAEREMAF) is subject to a corporate income tax rate of 20% according to
Article Il of the “Notice of the Ministry of Finance and the State Administration of Taxation
on Implementing the Inclusive Tax Deduction and Exemption Policies for Micro and Small
Enterprises” (Cai Shui [2019] No. 13) ( (B ERESH 4 BEEN B /)Ml 2 BB U0
FEBEERAEA) (B/%i[2019]135%)), which stated that the annual taxable income of a small
low-profit enterprise that is not more than RMB1 million shall be included in its taxable
income at the reduced rate of 25%, with the applicable enterprise income tax rate of 20%. In
other words, the effective tax burden is 5%.

(3)  Jilin Province Heating Engineering Design and Research Company Limited* (F#M& A
TR BRE IR is subject to a corporate income tax rate of 15% according to
Rule Il of Article XXVIII of the “Enterprise Income Tax Law” ( {{>ZEFFEFE) ), Article XCIII
of the “Regulation on the Implementation of the Enterprise Income Tax Law”, the “Notice
of the Ministry of Science and Technology, Ministry of Finance and State Administration of
Taxation on Issuing the Administrative Measures for Determination of High and New Tech
Enterprises” (Guo Ke Fa Huo [2016] No. 32) ( (BHZ BB BEP R R 542 R RS RT ENEE
<EHEITCERTEEIA>HBA) (BRI A{2016}325%)), the “Circular of the Ministry of
Science and Technology, the Ministry of Finance and the State Administration of Taxation
on Printing and Issuing of the Guidelines for the Administration of the Recognition of Hi-tech
Enterprises” (Guo Ke Fa Huo [2016] No. 195) ( (BHZZpEI BB R 42 B B AME RT EN g
<EITEMEEREERLERSI>8@M) (BREA{2016}195%%)), and the “Announcement
of the State Administration of Taxation on Issues Relating to the Implementation of
Preferential Income Tax Policies for High and New Tech Enterprises” (Announcement of the
State Administration of Taxation No. 24 of 2017) ( (ERF 4 BRIV B it = F i > 215
RESZRXREEMENLS) BERRBLBRE20179452457)), which stated that High and
New Tech Enterprises are subject to corporate income tax at a tax rate of 15%. Since Jilin
Province Heating Engineering Design and Research Company Limited* (& #& 2 h T2 &5t
7 BB & T2 7)) has obtained a High and New Tech Enterprise Certificate on 2 September
2019, which is valid for three years, it is eligible for the preferential enterprise income tax
policy for High and New Tech Enterprises.

3. Other taxes

According to the “Notice on Extension of Preferential Policies on VAT, Property Tax and Urban
Land Use Tax for Heat Supply Enterprises” (Cai Shui [2019] No. 38) ( {BRAILE 2R ER
EEMBE T ERHEERRENEM) BFi[2019]385%) issued by the Ministry of Finance and the
State Administration of Taxation, in order to support heat supply for residents, the policies on VAT,
property tax and urban land use tax for heat supply enterprises in the “Three Northern Areas”
(hereinafter referred to as heat supply enterprises) were announced as follows: Il. from 1 January
2019 to 31 December 2020, for heat supply enterprises that receive heat supply fees for supplying
heat to residents, the plant and land used for supplying heat to residents shall be exempted from
property tax and urban land use tax; for other plants and lands of heat supply enterprises, property
tax and urban land use tax shall be levied in accordance with the relevant regulations.
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(The following amounts are in RMB if not otherwise specified. The opening balances are presented on 1 January
2020)

Remark 1. Monetary Fund

Item Closing balance Opening balance
Cash on hand 157.95
Bank deposits 732,404,368.33 700,816,750.07
Other monetary fund 1,000,000.00
Total 732,404,368.33 701,816,908.02
Of which: Total amount of overseas funds 667,625.09 4,399,378.64

Breakdown of the restricted monetary funds are as follows:

Item Closing balance  Opening balance

Deposit for bank acceptance bills

Deposit for letter of credit 1,000,000.00
Guarantee deposit

Time deposit or call deposit for guarantee purpose

Total 1,000,000.00

As at 31 December 2020, save for those described above, the Company did not have any pledged, frozen or
potentially recoverable amounts.

Remark 2. Held-for-trading Financial Assets

Item Closing balance Opening balance

Sub-total of financial assets classified as measured at fair value

through profit or loss 50,000,000.00

Debt instrument investments

Equity instrument investments

Derivative financial assets

Other 50,000,000.00
Sub-total of financial assets designated as measured at fair value

through profit or loss

Debt instrument investments

Hybrid instrument

Other

Total 50,000,000.00

Description of held-for-trading financial assets: As at 31 December 2020, the Company had a closing balance of
RMB50 million in held-for-trading financial assets. The product was a CMB product known as “Gold-linked Series
Bullish Three-tier 920” (FB{7Z T 24 % % =& 920), with a duration of 92 days and a maturity date on 25 February
2021. It is a capital protected product carrying a floating interest rate between 1.35% to 3.63%, of which interest
payment will be made once upon maturity together with the principal.

~
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Remark 3. Bills Receivable

1.

Classification of bills receivable

Item Closing balance Opening balance
Bank acceptance bills 222,510.02

Commercial acceptance bills

Total 222,510.02

The Company has no undue bills receivable that have been endorsed or discounted as at the end of the
period.

There were no bills receivable transferring into trade receivables due to issuer’s default as at the end of
the period.

Additional description of bills receivable:

As at 31 December 2020, the Company considers that its bills receivable is not subject to significant credit
risk and will not incur significant losses due to defaults by banks or other issuers.

Remark 4. Trade Receivables

Disclosure of trade receivables based on ageing

Ageing Closing balance  Opening balance
Within 1 year 214,235,473.54 302,287,066.33
1 to 2 years 65,307,430.19 27,984,530.36
2 to 3 years 6,691,906.92 9,315,347.63
3 to 4 years 7,871,090.43 2,513,907.30
4 to 5 years 2,083,921.24 2,845,635.79
Over 5 years 12,636,419.28 10,540,652.81
Sub-total 308,826,241.60 355,487,140.22
Less: Provision for bad debts 41,731,225.64 43,112,118.32
Total 267,095,015.96 312,375,021.90

~
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Remark 4. Trade Receivables (Continued)
2. Disclosure based on classification of provision method for bad debts
Category Closing balance
Carrying balance Provision for bad debts Carrying amount
Proportion
Amount  Proportion (%) Amount  of provision (%)
Trade receivables subjected to provision
for ECL on individual basis
Trade receivables subjected to provision
for ECL on portfolio basis 308,826,241.60 100.00% 41,731,225.64 13.51%  267,095,015.96
Of which: Ageing analysis portfolio
- Heat supply business 44,584,123.37 14.44% 9,191,009.32 20.61% 35,393,114.05
Ageing analysis portfolio — Engineering business  200,161,302.07 64.81% 24,647,607.18 12.31%  175,513,694.89
Ageing analysis portfolio - Basic heating fee 15,171,742.72 4.91% 7,892,609.14 52.02% 7,279,133.58
Related party portfolio 48,909,073.44 15.84% 48,909,073.44
Total 308,826,241.60 41,731,225.64 267,095,015.96
Category Opening balance
Carrying balance Provision for bad debts Carrying amount
Proportion
Amount  Proportion (%) Amount  of provision (%)
Trade receivables subjected to provision
for ECL on individual basis
Trade receivables subjected to provision
for ECL on portfolio basis 355,487,140.22 100.00% 43,112,118.32 12.13%  312,375,021.90
Of which: Ageing analysis portfolio
- Heat supply business 31,744,946.70 8.93% 8,425,946.19 26.54% 23,319,000.51
Ageing analysis portfolio — Engineering business ~ 297,455,517.28 83.68% 29,371,985.91 9.87%  268,083,531.37
Ageing analysis portfolio — Basic heating fee 14,774,768.70 4.16% 5,314,186.22 35.97% 9,460,582.48
Related party portfolio 11,511,907.54 3.24% 11,511,907.54
Total 355,487,140.22 100.00% 43,112,118.32 312,375,021.90




152

JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

NOTES TO FINANCIAL
STATEMENTS

Year 2020

f

VL.

NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 4. Trade Receivables (Continued)

3. Trade receivables subjected to provision for ECL on portfolio basis

(1) Trade receivables subjected to provision for bad debts under the ECL model as at 1 January 2019

1

2)

Ageing analysis portfolio — Heat supply business

Closing balance

Carrying Provision  Proportion of
Ageing balance for bad debts provision (%)
Within 1 year 28,011,943.93 733,912.93 2.62%
1to 2 years 6,309,504.74 894,687.77 14.18%
2 to 3 years 2,280,781.08 610,108.94 26.75%
3 to 4 years 1,366,780.41 566,393.80 41.44%
4 to 5 years 720,551.19 491,343.86 68.19%
Over 5 years 5,894,562.02 5,894,562.02 100.00%
Total 44,584,123.37 9,191,009.32

Ageing analysis portfolio — Engineering business

Closing balance

Carrying Provision for Proportion of
Ageing balance bad debts provision (%)
Within 1 year 163,621,103.11  10,619,009.59 6.49%
1to 2 years 27,384,965.36 5,654,995.34 20.65%
2 to 3 years 1,881,518.02 1,467,772.21 78.01%
3 to 4 years 5,422,987.13 5,063,443.08 93.37%
4 to 5 years 335,000.00 326,658.50 97.51%
Over 5 years 1,515,728.45 1,5615,728.46 100.00%
Total 200,161,302.07 24,647,607.18

Ageing analysis portfolio — Basic heating fee

Closing balance

Carrying Provision for Proportion of
Ageing balance bad debts provision (%)
Within 1 year 3,753,626.48 429,790.23 11.45%
1to 2 years 2,234,287.41 455,347.77 20.38%
2 to 3 years 1,848,007.08 590,992.66 31.98%
3 to 4 years 1,081,322.89 518,926.86 47.99%
4 to 5 years 1,028,370.05 671,422.81 65.29%
Over 5 years 5,226,128.81 5,226,128.81 100.00%
Total 15,171,742.72 7,892,609.14

~
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 4. Trade Receivables (Continued)

4. Particulars of the top five trade receivables at the end of the period
Percentage to
the closing Provision
balance of trade for bad
Name Closing balance receivables (%) debts made
Aggregate closing balance of top
five trade receivables 180,676,319.28 59.53% 13,010,884.49
or:
Percentage to
the closing Provision
balance of trade for bad
Name Closing balance receivables (%) debts made
China Railway 9th Bureau Group

No. 4 Engineering Co., Ltd.*

(PFENFAEEENIEABRAT) 76,907,593.32 19.14% 5,377,250.47
Yanji Heating Inc.* (E& M2 /1A 7) 37,783,150.22 9.40% 2,452,126.45
China Railway 9th Bureau Group Co., Ltd.*

(FENBEBERLRAF) 30,772,151.23 7.66% 1,997,112.61
Changchun Light Rail Heat Supply Co., Ltd.*

(RETEHHAFRELNF]) 18,821,204.40 4.68%

(Jilin Railway Surveying and

Design Institute Co., Ltd.*

(BEMBEEHERARARARR) 16,392,220.11 5.40% 3,184,394.96
Total 180,676,319.28 59.53% 13,010,884.49
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NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 5. Trade Receivables Financing

Item

Closing balance  Opening balance

Project payments receivable 125,254,548.10

Total

1.

125,254,548.10

Description of trade receivables financing

The Company’s trade receivables financing is mainly for project payment due from China Railway 9th
Bureau* (F#i/./5), and the Company has entered into a “Liability Transfer Agreement” with Yunlian
(Tianjin) Supply Chain Management Co., Ltd* (Z#(X2)HEEEEEFR A7) (as the debtor) through an
electronic financial platform operated by Zhonggi Yunlian (Beijing) Financial Information Service Co., Ltd.*
(PEEEGEEF)EREERBEERAF]) (“Zhonggi Yunlian”), which stated that “4.1 The Transferor (i.e.,
the Company) guarantees that the Subject Liability to be transferred is true, legal and valid and there is
no restriction on the transfer of the Subject Liability, and the Subject Liability is not pledged (whether or
not the pledge is registered) or subject to other encumbrances; 4.3 The Transferee undertakes that it will
voluntarily bear the risk of settlement of the Subject Liability after this Agreement becomes effective and
shall not make claims for liabilities from the Transferor or Zhonggi Yunlian or demands for return of the
Subject Liability due to failure of full settlement of the Subject Liability.” The transfer price is the estimated
interest rate of 4.15% plus platform handling fee. The amount of transfer for the year was RMB30 million,
the amount of repayment was RMB28,669,325.01 and the handling fee was RMB1,330,674.99.

Provision for bad debts

Category Closing balance
Carrying
Carrying balance Provision for bad debts amount
Proportion of
Amount  Proportion (%) Amount  provision (%)
Other receivables subjected to provision
for ECL on individual basis
Other receivables subjected to provision
for ECL on portfolio basis 139,306,649.40 100.00%  14,052,101.30 10.09% 125,254,548.10
Of which: Amounts due from third parties
— Engineering business 139,306,649.40 100.00%  14,052,101.30 10.09% 125,254,548.10
Total 139,306,649.40 100.00%  14,052,101.30 10.09% 125,254,548.10

~
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 6. Prepayments

1. Prepayments by ageing
Closing balance Opening balance
Ageing Amount Percentage (%) Amount Percentage (%)
Within 1 year 448,153,335.95 99.62 386,832,657.01 100.00
1to 2 years 1,709,274.87 0.38
2 to 3 years 15,600.00
Over 3 years
Total 449,878,210.82 100.00 386,832,657.01 100.00
2. Description of reasons for delay in settlement of significant prepayments ageing over 1 year
Closing Reasons for delay
Name balance Ageing in settlement
ERNTREEERAT 1,553,425.02 1 to 2 years Performance not yet fulfilled
RAEMNERETIREEZAERAA 79,441.82  1to 2 years Settlement not yet completed
RAEBHLCEERERNERAR 63,000.00 1 to 2 years Project not yet concluded
Total 1,695,866.84
3. Particulars of the top five prepayments at the end of the period
Percentage
to the total
Name Closing balance prepayments (%)
Aggregate closing balance of top five prepayments 427,615,823.58 95.1
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NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 7. Other Receivables

Item

Closing balance

Opening balance

Other receivables

Total

(I) Other receivables

1.

Disclosure based on ageing

1,438,269.57
1,438,269.57

167,579,682.40
167,579,682.40

Ageing Closing balance Opening balance
Within 1 year 1,053,581.69 163,921,483.44
1to 2 years 546,449.12 3,283,672.84
2 to 3 years 276,083.00 315,583.54
3 to 4 years 175,183.54

4 to 5 years 200,000.00
Over 5 years 200,000.00

Sub-total 2,251,297.35 167,720,739.82
Less: Provision for bad debts 813,027.78 141,057.42
Total 1,438,269.57 167,579,682.40

Classification by nature of the receivables

Nature of the amount

Closing balance

Opening balance

Current account payment 282,625.80 163,539,360.30
Petty money 995,464.24 2,325,797.04
Service fee 200,000.00 19,400.00
Pledge 59,600.00 50,000.00
Guarantee 128,000.00 126,354.70
Heating fee 1,520,332.25
Other 585,607.31 139,495.53
Total 2,251,297.35 167,720,739.82

~
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Remark 7. Other Receivables (Continued)

(I) Other receivables (Continued)

3. Disclosure based on three stages of financial asset impairment
Item Closing balance Opening balance
Carrying  Provision for Carrying Carrying  Provision for Carrying
balance bad debts amount balance bad debts amount
Stage one 2,251,297.35 813,027.78  1,438,269.57 167,720,739.82 141,057.42 167,579,682.40
Stage two
Stage three
Total 2,251,297.35 813,027.78  1,438,269.57 167,720,739.82 141,057.42 167,579,682.40
4. Particulars of provision for bad debts of other receivables

Closing balance

Provision for bad debts Stage one Stage two Stage three
Lifetime ECL
(not credit Lifetime ECL
12-months ECL impaired)  (credit impaired) Total
Opening balance 141,057.42 141,057.42

Opening balance during the
current period which:
- transferred to stage two
- transferred to stage three
- reversed to stage two
- reversed to stage one
Provision in the current period 671,970.36 671,970.36
Reversal in the current period
Charge-off in the current period
Written-off in the current period
Other changes
Closing balance 813,027.78 813,027.78
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Remark 7. Other Receivables (Continued)

(I) Other receivables (Continued)

4. Particulars of provision for bad debts of other receivables (Continued)

Opening balance

Provision for bad debts Stage one Stage two Stage three
Lifetime ECL
(not credit Lifetime ECL
12-months ECL impaired)  (credit impaired) Total
Opening balance 70,549.57 70,549.57

Opening balance during the

current period which:

- transferred to stage two

- transferred to stage three

- reversed to stage two

- reversed to stage one
Provision in the current period 70,507.85 70,507.85
Reversal in the current period
Charge-off in the current period
Written-off in the current period
Other changes

Closing balance 141,057.42 141,057.42
5. Particulars of the top five other receivables at the end of the period
Percentage Closing
to the closing balance of
Nature of Closing balance of other provision for
Name the amount balance Ageing  receivables (%) bad debts
2Imia Other 240,000.00 1 to 2 years 10.66% 84,438.27
EMEFEERE Current account 200,000.00 Over 5 years 8.88% 200,000.00
payment
EREZ Petty money 180,000.00 Within 1 year: 8.00% 49,249.83
RMB50,000.00;
110 2 years:
RMB130,000.00
= Petty money 157,000.00 Within 1 year 6.97% 11,029.03
PR Petty money 141,083.00 2 to 3 years 6.27% 9,910.89
Total 918,083.00 34.51% 354,628.02
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Remark 8. Inventories

1. Classification of inventories
Item Closing balance Opening balance
Provision Provision
Carrying for decline Carrying Carrying for decline Carrying
balance in value amount balance in value amount
Raw materials 19,095,199.77  7,806,703.67  11,288,496.10  36,006,405.93  8,122,664.50  27,883,741.43
Inventories 526,040.40 526,040.40
Revolving materials 25,842.01 25,842.01 43,334.10 43,334.10
Total 19,647,082.18  7,806,703.67  11,840,378.51  36,049,740.03  8,122,664.50  27,927,075.53
2. Provision for decline in value of inventories
Opening Increase during the Decrease during the
Item balance current period current period
Closing
Provision Other Reversal ~ Charge-off Other balance
Raw materials 8,122,664.50 315,960.83 7,806,703.67
Inventories
Revolving materials
Total 8,122,664.50 315,960.83 7,806,703.67
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Remark 9. Contract Assets
1. Particulars of contract assets
Item Closing balance Opening balance
Provision Provision
Carrying for decline Carrying Carrying for decline Carrying
balance in value amount balance in value amount
Quality guarantee deposit 19,663,959.02  1,532,817.51  18,131,141.51  20,770,202.85  1,195,835.73  19,574,367.12
Amounts completed but unsettled 230,138,350.91  14,124,866.40 216,013,484.51 193,159,093.13  13,872,862.47 179,286,230.66
Total 249,802,309.93  15,657,683.91 234,144,626.02 213,929,295.98  15,068,698.20 198,860,597.78
2. Particulars of impairment provision for contract assets during the current period
Movement during the current period
Opening Charge-off Other Closing
Item balance Provision Reversal or write-off changes balance
Quality guarantee deposit 1,195,835.73 336,981.78 1,532,817.51
Amounts completed
but unsettled 13,872,862.47 252,003.93 14,124,866.40
Total 15,068,698.20 588,985.71 15,657,683.91
Remark 10. Other Current Assets
1. List of other current assets
Item Closing balance Opening balance
VAT allowance 3,659,949.47 3,850,519.84
Prepaid income tax, net of eliminations 45,729.47 45,729.47
Prepaid land use tax 4,654.20
Amortisation of staff heating expenses 776,785.10 768,368.38
Total 4,482,464.04 4,669,271.89
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Remark 11. Long-term Equity Investments

Increase/decrease during the current period

Investment
gains and
losses Other Cash Closing
recognised  comprehensive Other dividend balance of
Increase in Decrease in using equity income changes in declared or Impairment Closing impairment
Investee Opening balance investment investment method adjustment equity profits provision Other balance provision
|.Joint venture
II. Associate
Changchun FAW Sihuan Kinetic
Company Limited*
(RE-NIRBHARLA) 5756127407 52,000,000.00 144881921 -2,852,276.42 -108,357,816.86
Sub-total 5756127407 52,000,000.00 144881921 -2,652,276.42 -108,367,816.86
Total 57,561,274.07 52,000,000.00 1448,819.21 -2,652,216.42 -108,357,816.86

Description of long-term equity investments:

The Company originally held 50% equity interest in Changchun FAW Sihuan Kinetic Company Limited* (& — /AR EEFR A
A]), which was accounted for under the equity method. on 8 June 2020, the Company held an extraordinary board meeting and
passed the “Proposal to acquire 50% equity interest in Changchun FAW Sihuan Kinetic Company Limited” ( (BIRWEEE 7
TIIRENRE B PR A F150% AR EMEZ) ). On 8 June 2020, the Company entered into an equity transfer agreement with Changchun
FAWSN, pursuant to which Changchun FAWSN has agreed to transfer its 50% equity interest in FAW Sihuan (currently known
as Xixing Energy) for RMB52 million. Upon completion of the acquisition, Changchun FAW Sihuan Kinetic Company Limited* (&
H—AMIREREH R A A]) became a wholly-owned subsidiary of the Company and was consolidated into the combined financial
statements of the Company.

~
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Remark 12. Other Non-current Financial Assets

Item Closing balance Opening balance

Debt instrument

Equity instrument 52,665,407.00
Hybrid instrument

Derivative financial instrument

Other

Total 52,665,407.00

Description of other non-current financial assets:

According to the “Dongzheng Ronghui — Debt Asset-backed Special Plan for Yatai Heating” (5 7 B4[E — D= E N BN R E#E
EX#EEEF55%) issued by Dongzheng Ronghui Securities Asset Management Co., Ltd.* (RERIEZFEETIEAR A T)
in August 2016, Changchun Yatai Heating Co., Ltd.* (RELRZFHNABMRETAF]), a subsidiary of the Company, as a “specified
originator”, subscribed for a total of 500,000 subordinated asset-backed securities, representing 5% of all asset-backed
securities, in the amount of RMB50,000,000.00. The subordinated asset-backed securities were terminated and fully redeemed
in May 2020.

~
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Remark 13. Investment Properties

Item Buildings Total

I. - Original carrying amount
1. Opening balance 11,248,606.61  11,248,606.61
2. Increase during the current period
Addition
Increase due to other reasons
3. Decrease during the current period

Disposal
Decrease due to other reasons
4. Closing balance 11,248,606.61  11,248,606.61
IIl.  Accumulated depreciation (amortisation)
1. Opening balance 3,021,812.28  3,021,812.28
2. Increase during the current period 356,541.96 356,541.96
Provision for the period 356,541.96 356,541.96

Increase due to other reasons
3. Decrease during the current period
Disposal
Decrease due to other reasons
4. Closing balance 3,378,354.24  3,378,354.24
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Remark 13. Investment Properties (Continued)

Item Buildings Total

[Il. Impairment provision

1. Opening balance

2. Increase during the current period
Provision for the period
Increase due to other reasons

3. Decrease during the current period
Disposal
Decrease due to other reasons

4. Closing balance

IV.  Carrying amount
1. Closing carrying amount 7,870,252.37  7,870,252.37
2. Opening carrying amount 8,226,794.33  8,226,794.33

Remark 14. Fixed Assets

Item Closing balance Opening balance
Fixed assets 1,095,061,108.53  1,273,286,636.97
Liquidation of fixed assets

Total 1,095,061,108.53  1,273,286,636.97
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Remark 14. Fixed Assets (Continued)
1. Particulars of fixed assets
Property Machinery
and and  Transportation Pipeline Electronic
Item buildings equipment equipment network and tools Total
.- Original carrying amount
1. Opening balance 158,480,040.89  727,146,974.46 16,178, 448,77 1,800,870,151.96 51,025,532.12  2,753,702,048.20
2. Increase during the current period 41,203,893.94 61,694,098.04 2,368,265.47 65,881,173.58 10,650,112.94  181,797,543.97
Addition 2,404,264.60 1,045,982.51 485,084.23 3,317,759.36 7,253,090.70
Transfer from construction-in-progress 10,307,771.78 29,658,384.30 5,739,380.46 45,705,536.54
Business combination not under common control 41,203,893.94 48,982,061.66 1,322,282.96 35,737,705.05 1,592,973.12 128,838,916.73
3. Decrease during the current period 147188,941.46  183,491,547.49 795987.63  331,476,476.57
Disposal or retirement 68,420.00 68,420.00
Other decreases 147,188,941.46  183,491,547.49 721567.62  331,408,056.57
4. Closing balance 52495,893.37  605,349,525.01 18,546,714.24  1,866,751,325.54 60,879,657.44  2,604,023,115.60
Il Accumulated depreciation
1. Opening balance 76,163,548.54  394,434,997.65 10,118,641.40  967,667,671.96 21,202,033.47  1475,586,892.72
2. Increase during the current period 23,960,790.72 76,330,134.14 2,041,063.31  101,962,069.08 7,659,568.55  211,953,625.80
Provision for the period 4,949,604.60 47,596,144.49 1,670,078.68 81,604,420.15 6,315,036.41  142,135,284.33
Business combination not under common control 19,011,186.12 28,733,989.65 370,984.63 20,357,648.93 1,344,532.14 69,818,341.47
3. Decrease during the current period 76,465,574.39  106,436,293.44 727.906.35  183,629,774.18
Disposal or retirement 65,683.20 65,683.20
Transferred to investment properties 354,636.84 354,636.84
Other decreases 76,110937.55  106,436,293.44 662,223.15  183,209,454.14
4. Closing balance 23,656,764.87  364,328,838.35 12,159,704.71  1,069,629,741.04 34133,695.37  1,503,910,744.34
Il Impairment provision
1. Opening balance 4,828,518.51 4,828,518.51
2. Increase during the current period 220,744.22 222,744.22
Provision for the period 222,7144.22 222,744.22
Business combination not under common control
Other increases
3. Decrease during the current period
Disposal or retirement
Other decreases
4. Closing balance 5,051,262.73 5,051,262.73
IV, Carrying amount
1. Closing carrying amount 28,837,12850  235969,423.93 6,387,009.53  797,121,584.50 26,745,962.07  1,095,061,108.53
2. Opening carrying amount 82317,392.35  327,883,458.30 6,059,807.37  833,202,480.00 23,823,498.95  1,273,266,636.97
Note 1: On 31 May 2020, Changchun Yatai Heating Co., Ltd.* (k&%= HERE(E A7), a subsidiary of the Company,
transferred physical assets such as land assets, buildings, boiler and equipment and inventories that are related
to coal-fired furnaces, as well as debts and liabilities associated with them, to Changchun Heating (Group) Co.,
Ltd. (REME S (@) SR E(EAF]) at no cost, and recorded the amount of assets less liabilities as a capital
reduction from Changchun Heating (Group) Co., Ltd. (R&EME ] (%E) BREEAE]) to Changchun Yatai
Heating Co., Ltd.* (RERRHNER EE R F), the amount of which was RMB11,037.91.
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VL.

NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 14. Fixed Assets (Continued)

2. There were no fixed assets which are temporarily idle at the end of the period.
3. There were no fixed assets which are leased under finance lease at the end of the period.
4. Fixed assets leased out under operating lease at the end of the period
Closing
carrying
Item amount
Transportation equipment 26,666.67
Total 26,666.67
5. Fixed assets which do not have certificates of title at the end of the period
Item Carrying amount  Reasons for not having certificates of title
Property and 2,702,691.91  The carrying amount of the boiler plant, substation plant and
buildings office building of Jilin Province Xixing Energy Limited* (&

MEFEEEER AR A a]), a subsidiary of the Company, was
presented at RMB2,702,691.91 as at 31 December 2020,
with no certificate of title; the land on which the building was
located had been expropriated by the government and the
nature of the land had been changed to become state-owned.
As the land on which the building is located could not be
processed for property title, the building could not obtain a
certificate of title.

Total 2,702,691.91

~
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 15. Construction-in-progress

Item Closing balance  Opening balance
Construction-in-progress 26,472,742.26
Construction materials 8,039,284.74 9,107,099.15
Total 34,512,027.00 9,107,099.15
0] Construction-in-progress
1. Particulars of construction in progress
Item Closing balance Opening balance
Provision Provision
Carrying for Carrying Carrying for Carrying
balance impairment amount balance impairment amount

Wanlong Area B heat exchange station

(EEBRAHL) 968,808.49 968,808.49
Wanlong Area A heat exchange station
(BEARRRE) 933,995.59 933,995.59
Wanlong Yinhe heating line
(BRRTRNZS) 6,552,167.96 6,552,167.96
Xinxingyu heating line (12T N%%)  15,203,298.39 15,203,298.39
Xinxingyu heat exchange station
(MEFHRHL) 962,373.29 962,373.29
Hengtao heat connector ([E52/1%3]) 143,563.46 143,563.46
Smart heat supply management platform
(BEERERTE) 61,008.85 61,008.85
Runde pipeline connector (H(2%E §#3) 1,941.75 1,941.75
Plot BGH heat exchange station
(BOHSt SR ELE) 1,093,268.23 1,093,268.23
Plot C heat exchange station
(CHr AR 113,291.14 113,291.14
Qingyifang primary network
(BlRy—R8) 146,748.01 146,748.01
Qingyifang secondary network
(Blei=i) 292,277.10 292,277.10
Total 26,472,742.26 26,472,742.26
2. Movements in material construction-in-progress during the current period
Increase  Transferred to Other
during the fixed assets decrease
Name of the Opening current during the during the Closing
construction project balance period  current period  current period balance

Pipeline network project for Jilin

Province Chuncheng Biomass Power

Co., Ltd.* in Mishazi Laojie (E#& &

WAENERRERRARD FEEER

I 183,839.57 183,839.57
Pipeline network project for agricultural

and forestry biomass heat supply,

peak regulation, heat source

construction and water capacity

enhancement in Yilong Station —

supply and drainage (ERmAY &

ERENERARERRRRIEET -

EUEBTELIK) 84,137.87 84,137.87
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 15. Construction-in-progress (Continued)

0] Construction-in-progress (Continued)
2. Movements in material construction-in-progress during the current period (Continued)
Increase  Transferred to Other
during the fixed assets decrease
Name of the Opening current during the during the Closing
construction project balance period  current period  current period balance

Pipeline network project for agricultural

and forestry biomass heat supply,

peak regulation, heat source

construction and water capacity

enhancement in heat exchange

station for Fuyang Hospital (Z=%

DFERMENE#ABERFRRK

BARBERARILERIRE) 362,597.88 362,597.88
Pipeline network project for agricultural

and forestry biomass heat supply,

peak regulation, heat source

construction and water capacity

enhancement in Jinpeng heat

exchange station — supply and

drainage (BEmAD FEEMENZ

HARBRRRRIET S BARE

@I 627,410.97 627,410.97
Fuhao — Heat metre replacement

project of Fuhao Business Division

(2020) (EZ—EXEXHBERER

T72(2020)) 87,967.88 87,967.88
Fuhao — 24 heat exchanger

replacement project in Songhui

Station of Fuhao Business Division

(2020) (ER—ERFE PB4

HEFATIR(2020)) 65,113.20 65,113.20
Jianguan — Heat supply project in Jilin

Communications Polytechnic (2020)

(BE—EMR BB X RITERHA

T72(2020)) 237,057.72 237,057.72
Balance control project for residential

and non-residential building (2020)

(ERAFERRETEEH IR

(2020)) 541,874.86 541,874.86
Information Department — Audit project

for Yatai's auto-control system (2020)

(ERF—nZERARSI A

B (2020)) 789,459.41 789,459.41
Yongchun — Circulation pump

replacement project for Xisi heat

exchange station of Yongchun

Business Division (2020) (k&E—XF

SENEMARBERERTE

(2020)) 53,633.94 53,633.94
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 15. Construction-in-progress (Continued)

0] Construction-in-progress (Continued)
2. Movements in material construction-in-progress during the current period (Continued)
Increase  Transferred to Other
during the fixed assets decrease
Name of the Opening current during the during the Closing
construction project balance period  current period  current period balance

Dongling — Heat supply project for

Xinxingyu's Nanxi Mansion Phase I*

(RE-HETHERN-—SHATE) 1,299,016.61 1,299,016.61
Pipeline network project for No. 2

Cogeneration Plant (Hongai Street

extension) (B i EH TI2(4T1EH

X&) 1,996,644.38 1,996,644.38
Pipeline network project for No. 2

Cogeneration Plant (pipeline network

project phase | of extension no. 2

over Min Kang Road) (AE-REAT

BH-XEBREBAEAIR) 373,069.45 373,069.45
Nanguan — Pipeline network project for

No. 2 Cogeneration Plant — pipeline

network project phase | of extension

no. 2 (municipal extension pipelines)

over Min Kang Road (B -2E =

ERIR-—H-XETZEBRER

BERLR) 203,016.74 203,016.74
Jing'er — Pipeline network project

for Changchun Chengdu Culture

Communication Co., Ltd.* (F=—&

FREXIBRARARERTR) 129,111.66 129,111.66
Pipeline network project for No. 2

Cogeneration Plant — Phase |

main pipeline project for Provincial

People's Congress (HE_HEHLRE

——HIBEE ANERIR) 1,993,895.34 1,993,895.34
Jing'er — Pipeline network project for

Baoyu Yuelanwan Phase |I* (% =—%&

WHEE_HE8IR) 929,052.97 929,052.97
Pipeline network project for Changchun

Wanxing Tianyao Real Estate

Development Co., Ltd.* (REMEEX

REHEREARAFAERIR) 268,341.20 268,341.20
Pipeline network project for Jilin

Province Hongfu Real Estate

Development Company Limited*

(ENELERHEREBREEAT

ERIRE) 582,795.89 582,795.89
Pipeline network project for Changchun

Baoxin Real Estate Development Co.,

Lid (RETEHRHEREERAT

EHIE 1,090,632.40 1,090,632.40
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 15. Construction-in-progress (Continued)

0] Construction-in-progress (Continued)
2. Movements in material construction-in-progress during the current period (Continued)
Increase  Transferred to Other
during the fixed assets decrease
Name of the Opening current during the during the Closing
construction project balance period  current period  current period balance

Pipeline network project for Changchun

Wanlong Runde Real Estate

Development Co., Ltd* (RETEEE

ERHEREERANERIR 1,083,604.10 1,083,604.10
Heat supply project for Changchun

Jingyue Investment Holding (Group)

Co., Ltd* (REZARERR(EE)E

RAGMATE) 560,080.44 560,080.44
Heat supply project for Changchun

Hongxin Pharmaceutical Technology

Co., Ltd* (REBEEERRARAT

HATRE) 345,863.74 345,863.74
Dongling — New construction project

for Jiayuan Road extension (RZ %

RBEXENRIR) 6,425,941.62 6,425,941.62
Kuancheng — Heat supply project for

Changchun Taishida Real Estate

Development Co., Ltd.* (E3i - K&

RHERHEREERAREAIRE) 752,364.23 752,364.23
Smart control system upgrade project
(BEeBH ZHEFHRER) 2,818,987.55 2,818,987.55

Automatic backwash project for Canlian

Station of Kuancheng Division (E3

SXIEBUAIRMAER) 34,823.01 34,823.01
Pipeline network project for Changchun

Tianyu Ruibang Energy Saving

Technology Co., Ltd.* in Hualian

Estate (REMATIR AR HER

DEEBNBERIR) 272,151.66 272,151.66
Heat supply project for Changchun

Tianyu Ruibang Energy Saving

Technology Co., Ltd.* in Xisan 50 (&

EMAFnAHERRERRATE=50

HATHE) 385,457.62 385,457.62
Heat supply project for Changchun

Tianyu Ruibang Energy Saving

Technology Co., Ltd.* in Hualian

Estate (REMATRALHRRER

DAER N RHEATE) 510,983.52 510,983.52
Heat supply project for Changchun

Tianyu Ruibang Energy Saving

Technology Co., Ltd.* in Zigiang

Estate (REMATIR AR HER

ARBRDEHRATE) 332,389.76 332,389.76
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 15. Construction-in-progress (Continued)

0] Construction-in-progress (Continued)
2. Movements in material construction-in-progress during the current period (Continued)
Increase  Transferred to Other
during the fixed assets decrease
Name of the Opening current during the during the Closing
construction project balance period  current period  current period balance

Replacement of heat metres for certain

pumping stations (X7 RIAE#

HER) 871,017.76 871,017.76
Heat Metres and transmission

installation in extension pipelines

(MEAERREGLE) 117,867.71 117,867.71
Heat supply project for Changchun

Chengdu Culture Communication

Co., Ltd. (REREXLERBRAR

HATHE) 387,473.07 387,473.07
Heat supply project for Baoyu

Yuelanwan Phase I* (A1 EE — 2

HATHE) 1,567,491.47 1,567,491.47
Pipeline network project for Changchun

Hongxin Pharmaceutical Technology

Co., Lid* (REBEBEXMRBRAF

ERTRE) 434,895.21 434,895.21
Heat supply project for Changchun

Wanxing Tianyao Real Estate

Development Co., Lid.* (RETEEX

REHEREARLFAMAIR) 918,875.18 918,875.18
Primary network project for the Human

Resources and Social Security

Bureau of Jilin Province (E#& A

ERAHEREE—NBIR) 325,665.14 325,665.14
Pipeline network project for Lanxi

Academy of Jilin Province Hongfu

Real Estate Development Company

Limited* (& LERUEREERE

FRR(HEZRELEIR) 1,029,584.43 1,029,584.43
Smart control system installation for

certain pumping stations (559 R

REREHER) 796,718.89 796,718.89
Pipeline network project for Changchun

Tianyu Ruibang Energy Saving

Technology Co., Ltd.* in Zigiang

Estate (REMATIR AR HER

REBERNBERIR) 85,595.76 85,595.76
Heat supply project for Jilin Province

Hongfu Real Estate Development

Company Limited* (F##& M ERHE

AEERECAAMAIR) 1,780,546.78 1,780,546.78
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NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 15. Construction-in-progress (Continued)

0] Construction-in-progress (Continued)
2. Movements in material construction-in-progress during the current period (Continued)
Increase  Transferred to Other
during the fixed assets decrease
Name of the Opening current during the during the Closing
construction project balance period  current period  current period balance

Heat supply project for Changchun

Wanlong Runde Real Estate

Development Co., Ltd.* (REME#E

AREHERSERARMATE) 547,538.84 547,538.84
Heat metres installation for certain

pumping stations

(HARUFERER) 81,464.61 81,464.61
Erdao — Pipeline network project for

No. 2 Cogeneration Plant (batch 2)

(Jisheng Line network connection

project) (ZE-RE-HERTR(E

ZH)(EREEETR) 617,615.78 617,615.78
Kuancheng — Pipeline network project

for Jilin Province Lixin Real Estate

Development Co., Ltd.* (B4 — &4

THERERSERARERTR) 91,398.02 91,398.02
Pipeline network project for Changchun

Baofengge Real Estate Development

Co., Ltd* (Golden World Bay) (K&

ECHFHEREARAR (2EER

2ERIE) 191,937.24 191,937.24
Pipeline network project for No. 2

Cogeneration Plant (Yueyang Street

and Dongdian Yuan section)

HE_FERIREGFEERERA

EB/TE) 3,039,535.75 3,039,535.75
Pipeline network project for No. 2

Cogeneration Plant (Mudan Street

section of phase | main pipeline

project no. 2020-1) (AE_REMT

TB(—EIE R 4£0020-1 REMIIRH S

H8) 1,301,600.53 1,301,600.53
Kuancheng — Pipeline network project

for Changchun Taishida Real Estate

Development Co., Ltd.* (B - K&

RUERHEREERAAEAIR) 231,507.82 231,507.82
Pipeline network project for Changchun

Jingyue Investment Holding (Group)

Co., Lid. (REFRRELR(EE)

BRARERIR) 1,871,547.25 1,871,547.25
Pipeline network project for No. 2

Cogeneration Plant (batch 2) (Fu'an

and Hongsheng Line network

connection project) (A ZHEH T

BEM(BR  TRERHTR) 446,790.03 446,790.03

~
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)
Remark 15. Construction-in-progress (Continued)
0] Construction-in-progress (Continued)
2. Movements in material construction-in-progress during the current period (Continued)
Increase  Transferred to Other
during the fixed assets decrease

Name of the Opening current during the during the Closing
construction project balance period  current period  current period balance
Pipeline network project for No. 2

Cogeneration Plant (DN500 pipeline

network in Erdao South Ling) (E =

FERIIZ(ZEmEON00ERLR)) 1,825,026.83 1,825,026.83
Pipeline network project for No. 2

Cogeneration Plant (Renovation of

partial DN500 pipeline network of

phase | of extension no. 6 on Tongde

Section from Hongai No. 2 Alley to

Guangji District No. 8) (& Z[RE 8

IR(-B X ERERRME_ iRz

FH\EDNS00EH & B eE)) 639,000.00 639,000.00
Erdao — Pipeline network project

for No. 2 Cogeneration Plant

(Dongsheng North-South Line

expansion) (ZE-HE-HEMRT

BREMILEET) 877,246.61 877,246.61
Wanlong Area B heat exchange station

(BEBEAR) 968,808.49 968,808.49
Wanlong Area A heat exchange station

(BEARAR) 933,995.59 933,995.59
Wanlong Yinhe heating line (E825%/7 2

NE) 6,552,167.96 6,552,167.96
Xinxingyu heating line (12 T2 N %) 15,203,298.39 15,203,298.39
Xinxingyu heat exchange station

(MEFHRE) 962,373.29 962,373.29
Hengtao heat connector (52 /1#%3]) 143,563.46 143,563.46
Smart heat supply management

platform (EEHAERTA) 61,008.85 61,008.85
Runde pipeline connector

(BEERES) 1,941.75 194175
Plot BGH heat exchange station

(BGHI: AR 1,093,268.23 1,093,268.23
Plot C heat exchange station

(CH IR 113,291.14 113,291.14
Qingyifang primary network

(Biasi— 1) 146,748.01 146,748.01
Qingyifang secondary network

(Bl ZRA) 292,277.10 292,277.10
Total 71,907,662.20 45,434,919.94 26,472,742.26
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 15. Construction-in-progress (Continued)

0] Construction-in-progress (Continued)
2. Movements in material construction-in-progress during the current period (Continued)
0f which:

Accumulated Interest Interest

Percentage amount of capitalised capitalisation
Name of the of input over Construction interest during the rate for the Source
construction project Budget budget progress capitalised current period period of fund

(RMB10'000) (%) (%) (%)

Pipeline network project for Jifin Province

Chuncheng Biomass Power Co., Ltd.*in

Mishazi Laojie (FFEFHENELFAR

RAKDFEEERTH) 18.00 100% 100% Sef-financing
Pipeline network project for agricultural

and forestry biomass heat supply, peak

regulation, heat source construction and

water capacity enhancement in Yilong

Station — supply and drainage (EZ %

DFERMENE AR AR AR

—BRERTE-SHK) 950 100% 100% Sef-financing
Pipeline network project for agricultural

and forestry biomass heat supply, peak

regulation, heat source construction and

water capacity enhancement in heat

exchange station for Fuyang Hospital

(BEmAYFERMENEHARARR

BRKARRRERARIEETE) 36.00 100% 100% Sel-financing
Pipeline network project for agricultural

and forestry biomass heat supply, peak

regulation, heat source construction and

water capacity enhancement in Jinpeng

heat exchange station — supply and

drainage (EZ k) TESMANEHA

BRI AR BRAERTE-

&) 86.15 100% 100% Sel-financing
Fuhao — Heat metre replacement project of

Fuhao Business Division (2020) (£5—%

FERUBSRRALR (020)) 880 100% 100% Self-inancing
Fuhao — 2# heat exchanger replacement

project in Songhui Station of Fuhao

Business Division (2020) (E5—E52%

IRBEMRRRFRTR (2000) ) 7.36 88% 100% Sel-financing
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 15. Construction-in-progress (Continued)

0] Construction-in-progress (Continued)
2. Movements in material construction-in-progress during the current period (Continued)
0f which:

Accumulated Interest Interest

Percentage amount of capitalised capitalisation
Name of the of input over Construction interest during the rate for the Source
construction project Budget budget progress capitalised current period period of fund

(RMB10'000) (%) (%) ()

Jianguan — Heat supply project in Jilin

Communications Polytechnic (2020) (2

—ERBRERESRMBTIE (200) ) 35.43 67% 100% Sel-financing
Balance control project for residential and

non-residential building (2020) (EE £

EREETESHTE (2020)) 61.24 88% 100% Selffinancing
Information Department — Audit project for

Yatai's auto-control system (2020) (E8 3

—TRERAGETEE (020)) 88,07 90% 100% Sef-financing
Yongehun — Circulation pump replacement

project for Xisi heat exchange station of

Yongchun Business Division (2020)

(AE—KEFRHRNARLARREA

T8 (2020) ) 6.06 88% 100% Self-financing
Dongling — Heat supply project for

Xinxingyu's Nanxi Mansion Phase I*

(RE-HMETEEN-BARIR) 4700 100% 100% Sef-financing
Pipeline netwark project for No. 2

Cogeneration Plant (Hongai Street

extension) (RB-AEATE(ETS)) 23000 100% 100% Sef-financing
Pipeline network project for No. 2

Cogeneration Plant (pipeline network

project phase | of extension no. 2 over

Min Kang Road) (AE—BER T

ZREBRERBERTR) 40,00 100% 100% Sef-financing
Nanguan — Pipeline network project for

No. 2 Cogeneration Plant — pipeline

network project phase | of extension no. 2

(municipal extension pipelines) over Min

Kang Roed (P - B8 —FEATE——

D-RBTERARRRRERLR) 25.00 100% 100% Self-financing
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 15. Construction-in-progress (Continued)

0] Construction-in-progress (Continued)
2. Movements in material construction-in-progress during the current period (Continued)
0f which:

Accumulated Interest Interest

Percentage amount of capitalised capitalisation
Name of the of input over Construction interest during the rate for the Source
construction project Budget budget progress capitalised current period period of fund

(RMB10'000) (%) (%) (%)

Jing'er — Pipeline network project
for Changchun Chengdu Culfure
Communication Co., Ltd* (¥ = - &5
BXERERLAREATR) 118.00 100% 100% Self-financing

Pipeline network project for No. 2
Cogeneration Plant — Phase | main
pipeling project for Provincial Peaple’s
Congress (RE_HERTE-—H188
EAREETR) 240.00 100% 100% Selfinancing

Jing'er — Pipeline network project for Baoyu
Yuglanwan Phase II* (%=~ B
HEATH) 300.00 100% 100% Sel-financing

Pipeline network project for Changchun
Wanxing Tianyao Real Estate
Development Co,, Ltd.* (RETEEXZR
HERSERATEALE) 5110 100% 100% Selffinancing

Pipeline network project for Jilin Province
Hongfu Real Estate Development
Company Limited* (543 8R4 ERE
EREALFEALR) 7000 100% 100% Self-financing

Pipeline network project for Changchun
Baoxin Real Estate Development Co.,

Ld* (REDENRAERLERATES

I%)

Pipeline network project for Changchun
Wanlong Runde Real Estate Development
Co, Ltd! (RETERBERMEREER
REAERTE) 159.00 100% 100% Selffinancing

Heat supply project for Changchun Jingyue
Investment Holding (Group) Co., Lid.* (&

FERRERREE)ARLADEATE 80.50 100% 100% Self-financing

Heat supply project for Changchun Hongxin
Pharmaceutical Technology Co., Ltd* (&

FREERNAARLALATR) 65.00 100% 100% Self-fnancing

Dongling — New construction project for
Jiayuan Road extension (22 -F#ER
EHETE) 900.00 100% 100% Selfinancing

Kuancheng — Heat supply project for
Changchun Taishida Real Estate
Development Co., Ltd.* (B - R&MHE
ERMERSERANMATE) 147.00 100% 100% Sef-financing

216.00 100% 100% Self-financing
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 15. Construction-in-progress (Continued)

(U] Construction-in-progress (Continued)
2. Movements in material construction-in-progress during the current period (Continued)
0f which:

Accumulated Interest Interest

Percentage amount of capitalised capitalisation
Name of the of input over Construction interest during the rate for the Source
construction project Budget budget progress capitalised current period period of fund

(RMB10000) (%) (%) %)

Smart control system upgrade project (58

BHZSTRER) 600.00 100% 100% Self-fnancing

Automatic backwash project for Canlian

Station of Kuancheng Division (EHE%

AEBIEERARER) 8.00 100% 100% Seff-financing
Pipeline network project for Changchun

Tianyu Ruibang Energy Saving

Technology Co., Ltd.* in Hualian Estate

(RETATRASHHRERATER B

ERTE) 167.00 100% 100% Self-financing
Heat supply project for Changchun Tianyu

Ruibang Energy Saving Technology Co.,

Ltd.* in Xisan 50 (RETAT AL

ERATRZS0EHATE) 7430 100% 100% Selfinancing
Heat supply project for Changchun Tianyu

Ruibang Energy Saving Technology Co.,

Lid." in Hualian Estate (BT A TR E

EHRERLAER REATE) 167.00 100% 100% Self-inancing
Heat supply project for Changchun Tianyu

Ruibang Energy Saving Technology Co.,

Ltd.* in Zigjang Estate (REMA T

EHRERLAERREATE) 105.00 100% 100% Self-inancing
Replacement of heat metres for certain
pumping stations (A RHEARER) 249,00 100% 100% Selffinancing

Heat Metres and transmission installation in

extension pipelines

(RERERRERTE) 7400 100% 100% Selffinancing
Heat supply project for Changchun

Chengdu Cutture Communication Co.,

Ltd* (RERE U ERERARDEATE) 118,00 100% 100% Selffinancing
Heat supply project for Baoyu Yuelanwan
Phase | (B4l E—BEATHE) 254.00 100% 100% Sel-financing

Pipeline network project for Changchun

Hongxin Pharmaceutical Technology Co.,

Lt (REBBEFRRRRATEALR) 85.00 100% 100% Self-financing
Heat supply project for Changchun Wanxing

Tianyao Real Estate Development Co.,

Ltd* (RENEERBRHEREARAT

HATE) 170.00 100% 100% Self-financing
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 15. Construction-in-progress (Continued)

0] Construction-in-progress (Continued)
2. Movements in material construction-in-progress during the current period (Continued)
0f which:

Accumulated Interest Interest

Percentage amount of capitalised capitalisation
Name of the of input over Construction interest during the rate for the Source
construction project Budget budget progress capitalised current period period of fund

(RMB10'000) (%) (%) (%)

Primary network project for the Human

Resources and Social Security Bureau of

Jiin Province (BH& AN ERAI & RE

E-N8IE) 5000 100% 100% Sef-financing
Pipeline network project for Lanxi Academy

of Jilin Province Hongfu Real Estate

Development Company Limited* (E#i%

LEREREARELLAAEERE

#18) 265.00 100% 100% Self-financing
Smart conirol system installation for certain

pumping stations (307 RIEHNE B g1

) 260.00 100% 100% Sel-financing
Pipeline network project for Changchun

Tianyu Ruibang Energy Saving

Technology Co., Ltd.* in Zigiang Estate

(RETATRASHHRERATERE

ERTE) 25.00 100% 100% Self-financing
Heat supply project for Jilin Province Hongfu

Real Estate Development Company

Limiteg* (FHF& L BRI ERLERRE

RARATE) 71410 100% 100% Selfinancing
Heat supply project for Changchun Wanlong

Runde Real Estate Development Co.,

L. (RETEZEERHEREARAT

HATE) 162.00 100% 100% Selfinancing
Heat metres installation for certain pumping
stations (FARIGTEHER) 35.00 100% 100% Selffinancing

Erdao — Pipeline network project for No.

2 Cogeneration Plant (batch 2) (Jisheng

Ling network connection project) (=&~
HECHERIRE N EREREL
B)
Kuancheng — Pipeline network project

for Jilin Province Lixin Real Estate

Development Co., Ltd.* (B~ FH4 15

BHERRERATEAIR) 1330 100% 100% Selffinancing
Pipeline network project for Changchun

Baofengge Real Estate Development Co.,

Ltd* (Golden World Bay) (REELER

ERSERLA2BEREERTE 20400 100% 100% Sel-inancing

65.00 100% 100% Self-financing
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 15. Construction-in-progress (Continued)

0] Construction-in-progress (Continued)
2. Movements in material construction-in-progress during the current period (Continued)
0f which:

Accumulated Interest Interest

Percentage amount of capitalised capitalisation
Name of the of input over Construction interest during the rate for the Source
construction project Budget budget progress capitalised current period period of fund

(RMB10'000) (%) (%) (%)

Pipeline network project for No. 2

Cogeneration Plant (Yueyang Street and

Dongdlian Yuan section) (318 ~FEHET

EERZRERGERTIR) 838.00 100% 100% Selffinancing
Pipeline network project for No. 2

Cogeneration Plant (Mudan Street section

of phase | main pipeline project no.

00-1) (RE-RERLE(-BkE

0201 BERTRIAHR)) 626.00 100% 100% Sef-financing
Kuancheng — Pipeline network project

for Changchun Taishida Real Estate

Development Co., Ltd.* (B - R&MHE

ERNERSERANEAIR 92.00 100% 100% Sef-financing
Pipeline network project for Changchun

Jingyue Investment Holding (Group) Co.,

L (RERAREBREE)ERLTE

#18) 250.00 100% 100% Self-financing
Pipeline network project for No. 2

Cogeneration Plant (batch 2) (Fu'an and

Hongsheng Line network connection

project) BE-HERTR(E_H)RR

RAGHATE) 48.00 100% 100% Sel-financing
Pipeline network project for No. 2

Cogeneration Plant (DN500 pipeline

network in Erdao South Line) (A8 K&

ATE(ZEBEDNS00ERTR)) 200.00 100% 100% Self-financing
Pipeline network project for No. 2

Cogeneration Plant (Renovation of partial

DN500 pipeline network of phase | of

extension no. 6 on Tongde Section from

Hongai No. 2 Alley to Guangji District No.

8) ECHEEIR - ARERA

R\ EDNS00F A E R

&) 70.00 100% 100% Self-financing
Erdao — Pipeline network project for

No. 2 Cogeneration Plant (Dongsheng

North-South Line expansion) (=i - £

“HEATEREENEED) 93.00 100% 100% Selffinancing
Wanlong Area B heat exchange station
(EsBE#AZ) 116.00 83.52% 95.00% Selffinancing
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 15. Construction-in-progress (Continued)

0] Construction-in-progress (Continued)
2. Movements in material construction-in-progress during the current period (Continued)
0f which:
Accumulated Interest Interest
Percentage amount of capitalised capitalisation
Name of the of input over Construction interest during the rate for the Source
construction project Budget budget progress capitalised current period period of fund
(RMB10'000) (%) (%) (h)
Wanlong Area A heat exchange station
(BRARAZ) 120.00 171.83% 95.00% Self-financing
Wanlong Yinhe heating line
(BERTRNHE) 76353 98.38% 98.00% Selffinancing
Xinxingyu heating line (FIEF2 1 %%4) 3,751.00 43.38% 50.00% Selffinancing
Xinxingyu heat exchange station
(METHE) 11,69 86.16% 90.00% Self-financing
Hengtao heat connector (B2 173) 3381 47.60% 90.00% Sef-financing
Smart heat supply management platform
(BEHREETA) 200 21.04% 20.00% Self-inancing
Runde pipeline connector (EEES%3)) vl 0.16% 5.00% Self-financing
Plot BGH heat exchange station
(BGH:ASEAE) 14767 74.03% 95.00% Sef-financing
Plot C heat exchange station (Cit 324 8945 12.67% 20.00% Selfinancing
Qingyifang primary network (55— 2) 49.20 29.83% 20.00% Self-financing
Qingyifang secondary network
(BlRS=RE) 88,63 32.98% 20.00% Selffinancing
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)
Remark 15. Construction-in-progress (Continued)
(D] Construction materials
Closing balance Opening balance
Carrying  Provision for Carrying Carrying  Provision for Carrying
Item balance impairment amount balance impairment amount
Materials for construction 11,505,817.63 3,971,185.47 7,534,632.16  12,566,010.79 3,971,185.47 8,594,825.32
Equipment not yet installed 2,686,256.93 2,401,240.36 285,016.57 2,693,878.18 2,401,240.36 292,637.82
Equipment for construction 219,636.01 219,636.01 219,636.01 219,636.01
Total 14,411,710.57 6,372,425.83 8,039,284.74  15,479,524.98 6,372,425.83 9,107,099.15
Remark 16. Right-of-use Assets
Item Leasehold property Total
I. Original carrying amount
1. Opening balance 4,620,522.39 4,620,522.39
2. Increase during the current period 235,930.61 235,930.61
Lease 235,930.61 235,930.61
3. Decrease during the current period
Termination of lease
4. Closing balance 4,856,453.00 4,856,453.00
Il. Accumulated depreciation
1. Opening balance 2,116,992.41 2,116,992.41
2. Increase during the current period 1,412,437.95 1,412,437.95
Provision for the period 1,412,437.95 1,412,437.95
3. Decrease during the current period
Transfer
Decrease due to other reasons
4. Closing balance 3,529,430.36 3,529,430.36
Il. Impairment provision
1. Opening balance
2. Increase during the current period
Provision for the period
Increase due to other reasons
3. Decrease during the current period
Transfer 1,327,022.64 1,327,022.64
4. Closing balance
IV. Carrying amount
1. Opening carrying amount 2,503,529.98 2,503,529.98
2. Closing carrying amount 1,327,022.64 1,327,022.64
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 17. Intangible Assets
1. Particulars of intangible assets

Item Land use right Patent Software Total

I. - Original carrying amount

1. Opening balance 19,992,536.59 49,243.69 4,918,096.79 24,959,877.07
2. Increase during the current period 825,715.40 825,715.40
Addition 529,653.12 529,653.12
Business combination not under common
control 296,062.28 296,062.28
Increase due to other reasons
3. Decrease during the current period 19,933,001.59 19,933,001.59
Disposal
Disposal of subsidiary
Decrease due to other reasons 19,933,001.59 19,933,001.59
4. Closing balance 59,535.00 49,243.69 5,743,812.19 5,852,590.88
Il Accumulated amortisation
1. Opening balance 6,728,870.35 3,693.24 1,213,488.75 7,946,052.34
2. Increase during the current period 10,964.43 4,924.32 639,131.76 655,020.51
Provision for the period 10,964.43 4,924.32 551,377.65 567,266.40
Business combination not under common
control 87,754.11 87,754.11
Increase due to other reasons
3. Decrease during the current period 6,711,868.94 6,711,868.94
Disposal
Disposal of subsidiary
Decrease due to other reasons 6,711,868.94 6,711,868.94
4. Closing balance 27,965.84 8,617.56 1,852,620.51 1,889,203.91
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NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)
Remark 17. Intangible Assets (Continued)
1. Particulars of intangible assets (Continued)

Item Land use right Patent Software Total

lIl. Impairment provision

1. Opening balance

2. Increase during the current period
Provision for the period

3. Decrease during the current period
Disposal of subsidiary
Other transferring out

4. Closing balance

IV. Carrying amount
1. Closing carrying amount 31,569.16 40,626.13 3,891,191.68 3,963,386.97
2. Opening carrying amount 13,263,666.24 45,550.45 3,704,608.04 17,013,824.73

Note 1: On 31 May 2020, Changchun Yatai Heating Co., Ltd.* (K& D=2 ER &L A F]), a subsidiary of the Company,
transferred physical assets such as land assets, buildings, boiler and equipment and inventories that are related
to coal-fired furnaces, as well as debts and liabilities associated with them, to Changchun Heating (Group) Co.,
Ltd. (REDE S (5E) AREFEAF) at no cost.

2. There were no land use rights which have no certificates of title

~
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NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 18. Goodwill

1. Original carrying amount of goodwill
Increase Decrease
during the during the
current period  current period
Generated
Opening  from business
Name of investee or item which generated goodwill balance combination Disposal Closing balance
Changchun Yatal Heating Co., Ltd.* (RERRZNABEIAR) 167,112,355.37 167,112,355.37
Total 167,112,355.37 167,112,355.37

Note: In December 2019, goodwill of RMB167,112,355.37 was formed from the combination of Yatai Heating, which
was not a combination under common control, by Changchun Heating (Group) Co., Ltd. (R&EM#E#N (&
E) BRET27]). In December 2020, the Group entered into an equity transfer agreement with Changchun
Heating Group for the acquisition of 100% equity interest in Yatai Heating. The Company and Yatai Heating are
controlled by Changchun Heating Group before and after the combination and such control is not transitory,
therefore, the combination of Yatai Heating by the Company represents a business combination under common
control. The increase in the number of subsidiaries or businesses under common control are treated as if the
reporting entity of the group formed after the combination had been subsisting as one entity from the time the
ultimate controlling party began to exercise control. In preparing the combined statement of financial position,
the opening balance of the combined statement of financial position should be adjusted so that goodwill arising
from business combinations not under common control exists from the beginning of the current reporting period.

2. Impairment provision for goodwill
Increase Decrease
during the during the
current period  current period
Opening Closing
Name of investee or item which generated goodwill balance Provision Disposal balance

Changchun Yatai Heating Co., Ltd.* (REZZHNERET L)
Total
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 18. Goodwill (Continued)
3. Information about the asset group or portfolio of asset groups in which goodwill is located
Whether the asset

group or portfolio
of asset groups is

consistent with the
asset group or
portfolio of asset
Recoverable groups recognised at
Composition of the amount of the the date of purchase
asset group or asset group in and at gooduwill
portfolio of asset which gooduwill impairment testing in
Item groups is located  Method of determination previous year
Changchun Yatai Heating ~ Fixed assets, intangible assets and RMB309,858.6  The recoverable amount of the asset group is Yes
Co., Ltd* (REZHANE  intact goodwill associated with thousand  estimated based on the higher of ts fair value
REFAE) operation less costs of disposal and the present value of the
estimated future cash flows of the asset
4. The impairment testing for goodwill, key parameters and method of recognizing impairment loss of
goodwill
The key assumptions in applying the discounted future cash flow method by the Company:
31 December 2020
Name of investee or item Gross profit Discount
which generated goodwill Growth rate (%) margin (%) rate (%)
Changchun Yatai Heating Co., Ltd.*
(REEZFRNERELRA) 1.07 13.56 14.66

The weighted average growth rate used by the management does not exceed the long-term average
growth rate of products within the industry in which the Company operates. The management determines
the budgeted gross margin based on historical experience and forecasts of market developments and uses
a pre-tax rate that reflects the specific risks of the relevant asset group and portfolio of asset groups as
the discount rate. The above assumptions are used to analyse the recoverable amount of the portfolio of
asset groups.
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Remark 19. Long-term Deferred Expenditures

Increase Amortisation Decrease

Opening during the during the during the Closing
Item balance  current period  current period  current period balance
Property improvement 8,774,816.13 29,000.00 3,656,577.24 1,821,959.76 3,325,279.13
Land premium 836,518.44 218,222.20 618,296.24
Maintenance fee 3,491,571.12 1,362,759.20 2,128,811.92
Total 8,774,816.13 4,357,089.56 5,237,558.64 1,821,959.76 6,072,387.29

Remark 20. Deferred Income Tax Assets and Deferred Income Tax Liabilities

1. Deferred income tax assets before offsetting
Closing balance Opening balance

Deductible Deferred Deductible Deferred
temporary income tax temporary income tax
Item difference assets difference assets

Impairment provision for assets

Unrealised profit of internal transactions

Deductible loss

Salaries payable

Decrease in valuation for business
combination not under common control

Asset-related government grants

Total

87,638,031.33
9,970,989.55
1,868,902.36
13,800,000.00

40,199,540.96
150,090,804.76

21,232,571.90
2,488,789.50
467,225.59
3,450,000.00

10,049,885.24
37,688,472.23

71,414,926.09
3,086,659.44
309,286.72
9,807,794.80

10,508,308.08
17,398,048.52
112,525,023.65

17,853,731.52
771,664.86
77,321.68
2,451,948.70

2,627,077.02
4,349,512.13
28,131,255.91
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 20. Deferred Income Tax Assets and Deferred Income Tax Liabilities (Continued)

2. Deferred income tax liabilities before offsetting
Closing balance Opening balance
Deductible Deferred Deductible Deferred
temporary income tax temporary income tax
Item difference liabilities difference liabilities

Increase in valuation for business
combination not under common control ~ 229,639,354.25 42,122,859.33 250,835,197.87 37,625,279.68

Fair value change 2,665,407.00 399,811.05

Total 229,639,354.25 42,122,859.33 253,500,604.87 38,025,090.73
3. Breakdown of unrecognised deferred income tax assets

Item Closing balance Opening balance

Deductible loss 528,921.72 3,861,841.24

Total 528,921.72 3,861,841.24
4. Deductible losses on unrecognised deferred income tax assets that will expire in the following years:

Item Closing balance Opening balance

2021 53,272.65

2022

2023 22,700.69

2024 3,785,867.90

2025 528,921.72

Total 528,921.72 3,861,841.24

Remark 21. Short-term Borrowings

1. Classification of short-term borrowings
Item Closing balance Opening balance
Credit borrowings 10,714,622.35
Total 10,714,622.35
2. There were no overdue short-term borrowings outstanding at the end of the period.
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Remark 22. Trade Payables

Item Closing balance Opening balance
Within 1 year 533,402,464.44 380,263,543.62
1to 2 years 57,542,454.32 48,125,971.98
2 to 3 years 20,393,328.10 44,465,378.94
3 to 4 years 12,059,398.83 2,538,678.02
4 to 5 years 2,440,876.06 159,233.00
Over 5 years 2,471,181.86 2,311,948.86
Total 628,309,703.61 477,864,754.42
1. Material trade payables aged over one year

Name

Closing balance

Reasons for outstanding
or not carried forward

EMEREEEBRAA
HEMEEBRREMEER A

AL TARBHEREREHE IR 19 B IR A F)
REMBMNEREFRETAF
BREMERIAZEFIRAEREALQT
R mREERHBER QA

Total

Remark 23. Advances

Particulars of advances

4,900,000.00
4,876,155.83
4,123,141.85
4,096,400.00
3,581,266.15
3,426,390.77
25,003,354.60

No settlement was made yet
No settlement was made yet
No settlement was made yet
No settlement was made yet
No settlement was made yet
No settlement was made yet

Item Closing balance Opening balance
Within 1 year 26,666.67 877,828.76
1 to 2 years

2 to 3 years

Over 3 years

Total 26,666.67 877,828.76

Remark 24. Contract Liabilities

Item

Closing balance

Opening balance

Heat supply

Construction, maintenance and design services

Total

1,442,791,437.37
10,662,213.14
1,453,413,650.51

1,354,405,157.67
11,389,630.45
1,365,794,788.12

~
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NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 25. Salaries Payable

1. List of salaries payable

Item

Opening
balance

Increase
during the
current period

Decrease
during the
current period

Closing
balance

Short-term salaries 21,901,023.53 195,467,512.40 185,410,501.18 31,958,034.75
Post-employment benefits
— defined contribution plan 19,496,977.89 19,118,524.41 378,453.48
Termination benefits
Other benefits mature
within 1 year
Total 21,901,023.53 214,964,490.29 204,529,025.59 32,336,488.23
2. List of short-term salaries
Increase Decrease
Opening during the during the Closing
Item balance current period current period balance
Wages, bonuses, allowances
and subsidies 19,808,806.37 156,185,055.06 146,210,845.27 29,783,016.16
Employee welfare 6,897,157.95 6,897,157.95
Social insurance 1,250,395.29 11,397,573.45 11,534,256.85 1,113,711.89
Of which: Basic medical insurance 1,253,012.12 10,761,311.43 10,900,611.66 1,113,711.89
Supplemental medical insurance 3,500.00 3,500.00
Work injury insurance -581.52 572,566.28 571,984.76
Maternity insurance -2,035.31 60,195.74 58,160.43
Housing provident fund 2,307.00 17,663,805.00 17,608,220.00 57,892.00
Union fund and staff education fund 839,514.87 3,323,920.94 3,160,021.11 1,003,414,70
Other short-term salaries
Total 21,901,023.53 195,467,512.40 185,410,501.18 31,958,034.75

~
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NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 25. Salaries Payable (Continued)

3. Particulars of defined contribution plan
Increase Decrease
Opening during the during the Closing
Item balance current period current period balance
Basic pension contribution 18,681,844.46 18,319,254.38 362,590.08
Unemployment insurance 815,133.43 799,270.03 15,863.40
Total 19,496,977.89 19,118,524.41 378,453.48

Remark 26. Tax Payable

Tax item

Closing balance

Opening balance

VAT

Enterprise income tax

Individual income tax

City maintenance and construction tax
Property tax

Education surcharge

Mineral resources compensation fee
Environmental protection tax

Stamp duty

Other

Total

Remark 27. Other Payables

Item

27,778,630.76
39,497,097.24
260,611.80
1,843,305.60
9,289.33
1,320,997.15

694,834.28
34,319.53
71,439,085.69

Closing balance

18,844,605.95
38,902,260.43
217,628.45
1,507,343.40
33,663.50
806,153.65

553,187.34
1,053,980.16
616.7
61,919,439.58

Opening balance

Other payables
Total

31,602,945.89
31,602,945.89

50,833,146.01
50,833,146.01

~
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 27. Other Payables (Continued)

)

Other payables

1.

Other payables based on nature of the payments

Nature of the amount

Closing balance

Opening balance

Quality guarantee deposit
Deposit and guarantee
Training fee

Current account payment
Rental fee

Insurance

Fuel

Utilities

Tax refund

Other

Service, construction and transportation fee
Total

15,996.00
550,297.24
660.00
17,129,385.57
635,463.83
2,059,043.70
14,000.00
11,109,248.19

88,851.36

31,602,945.89

182,391.39
1,118,888.14

28,120,514.28
768,649.97
2,538,373.43

11,457,991.99
503.03
1,093,542.37
5,552,291.41
50,833,146.01

2. Material trade payables aged over one year

Reasons for outstanding

Name Closing balance or not carried forward

REABRRZMRER AT 100,000.00 Deposit
REMAEFAEXREERAT 62,500.00 Deposit
REAENEBREFEAT 50,000.00 Deposit
Total 212,500.00
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NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 28. Non-current Liabilities Due within One Year

Item Closing balance

Opening balance

Long-term salaries payable due within one year
Lease liability due within one year 776,982.33
Total 776,982.33

Remark 29. Other Current Liabilities

617,117.29
1,354,720.59
1,971,837.88

Closing balance

Item Closing balance for previous year
Sales tax to be transferred 5,322,271.63
Total 5,322,271.63

Remark 30. Lease Liabilities

Item Closing balance Opening balance
Leasehold property 695,847.56 1,277,320.09
Total 695,847.56 1,277,320.09

Remark 31. Long-term Payables

Item Closing balance

Opening balance

Long-term payables
Special payables 2,775,074.00
Total 2,775,074.00

46,707,119.29
5,372,373.00
52,079,492.29

Note: The long-term payables in the above table represent long-term payables after deducting special payables.

~
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Remark 31. Long-term Payables (Continued)

0] Long-term payables

1. Classification of long-term payables
Nature of the amount Closing balance Opening balance
Asset securitisation financing 46,707,119.29
Less: Long-term payables due within one year
Total 46,707,119.29
2. Description of long-term payables

Changchun Yatai Heating Co., Ltd.* (RELZHNBRAEAF]), a subsidiary of the Company,
financed RMB1,000.00 million through asset securitisation by transferring the right to heating fees
from 2016 to 2023 in accordance with the requirements of the relevant contract signed for the
asset securitisation. The long-term payables incurred for the operation were apportioned using
the effective interest rate method for its finance costs and long-term payables in each accounting
period. As of May 2020, the asset securitisation plan had concluded.

() Special payables

Increase Decrease
during the during the
Opening current current Closing Reason of
Item balance period period balance occurrence
Heating construction 3,004,163.00 2,597,299.00 406,864.00
Pipeline network
reconstruction 2,368,210.00 2,368,210.00
Total 5,372,373.00 2,775,074.00
Remark 32. Long-term Salaries Payable
Item Closing balance Opening balance
Post-employment benefits — defined contribution plan 25,690,000.00 19,957,593.01
Long-term termination benefits 2,020,000.00 2,580,010.00
Other long-term benefits
Less: Undiscounted long-term salaries payable
due within one year 617,117.29
Total 27,710,000.00 21,920,485.72
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 32. Long-term Salaries Payable (Continued)
1. Defined contribution plan

(1) Movements in present value of obligation of defined contribution plan

Incurred Incurred
during the during the
Item current period previous period
. Opening balance 19,957,794.79 21,743,593.01
Il.  Defined contribution costs included in
profit or loss for the period 3,580,102.00 —-258,000.00
1. Service costs for the period 643,258.00 747,000.00
2. Prior service costs 2,260,000.00
3. Settlement gain
(loss is presented by “-” sign) -1,747,000.00
4. Net interest 678,844.00 742,000.00
I1l.  Defined contribution costs included
in other comprehensive income 2,522,103.21 -517,000.00
1. Actuarial gain
(loss is presented by “-” sign) -680,000.00 -82,000.00
2. Adjustment based on experience 3,202,103.21 -435,000.00
IV. Other movements 370,000.00 1,011,000.00
1. Consideration paid upon settlement
2. Benefits paid 370,000.00 1,011,000.00
V. Closing balance 25,690,000.00 19,957,593.01
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NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 32. Long-term Salaries Payable (Continued)
1. Defined contribution plan (Continued)

(2) Net liabilities (net gain) of the defined contribution plan

Item

Incurred
during the
current period

Incurred
during the
previous period

I Opening balance

Il.  Defined contribution costs included
in profit or loss for the period

I1l.  Defined contribution costs included in other
comprehensive income

IV. Other movements

V. Closing balance

(3) Description of the defined contribution plan

In accordance with the Company’s policy, the Company is required to pay heating subsidies to
retirees and the Company is obliged to continue to pay relevant wages and expenses to employees

who retired early.

(4) Material actuarial assumptions on the present value of the defined benefits obligation and results of

the sensitivity analysis

Material actuarial assumptions

19,957,794.79
3,580,102.00
2,522,103.21

370,000.00
25,690,000.00

At the end of the
current period

21,743,593.01
—258,000.00
-517,000.00

1,011,000.00
19,957,593.01

At the end of the
previous period

Discount rate (%) — Post-employment benefits

Discount rate (%) — Resignation benefits

Mortality rate (%)

Annual turnover rate (%)

Expected growth rate of corporate contributions to
social insurance and housing fund (%)

Expected growth rate of medical benefits (%)

3.75
2.75
0.00
1.00

8.00
6.00

3.60
2.75
0.00
1.00

8.00
6.00

~
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 33. Estimated Liabilities

Closing Opening Reason of
Item balance balance occurrence
Unsettled litigation 350,000.00
Total 350,000.00

Description of estimated liabilities:

This unsettled litigation involves HME B[R ZEEHR A F filing a lawsuit against Changchun City Runfeng
Construction Installation Engineering Company Limited* (E&THEEELE TI2HRE T2 7)) over design fees
for a construction contract, the court is not currently in session and has not ruled on the case due to flaws in
the main evidence of the counterparty. Provision for estimated liabilities was made in full for the subject claim
amount.

Remark 34. Deferred Income

Increase Decrease
Opening during the during the Closing Reason of
Item balance current period  current period balance occurrence
Asset-related government grants 54,837,101.32 20,019,669.21 19,516,835.16 55,339,935.37 Refer to Table 1
Total 54,837,101.32 20,019,669.21 19,516,835.16 55,339,935.37
1. Deferred income in relation to government grants
Included in
Grants  non-operating Includedin ~ Elimination of Asset-
increased  income during other income cost charges Add: related/
Opening during the the current during the during the other Income-
Liability item balance  current period period current period  current period changes  Closing balance related
Southeastern Power Plant
Special Funding Grant 1,265,625.00 93,750.00 1,171,875.00 Asset-related
Small boiler grants 42,099,476.32 13,746,771.21 2,380,787.40 2,346,024.45 51,119,435.68 Asset-related
Electric heating subsidy 832,000.00 104,000.00 728,000.00 Asset-related
Job stabilisation subsidy 6,272,898.00 3,952,273.31 2,320,624.69 Asset-related
Environmental subsidies 10,640,000.00 516,666.67 -10,123,333.33 Asset-related
Total 54,837,101.32 20,019,669.21 2,897 454.07 6,496,047.76 -10,123,333.33 55,339,935.37
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Remark 35. Share Capital

Increase(+)/Decrease(-) during the current period
Opening Issuance of Bonus Transfer Closing
Item balance new shares share  from reserve Other Sub-total balance

Changchun Heating Power

(Group) Company Limited*

(REMEN(EE)

BREERAR) 325,500,000.00 325,500,000.00
Changchun State-owned

Capital Investment Operation

(Group) Co., Ltd.*

(REMEBEAREEL (R

B)ERAR) 24,500,000.00 24,500,000.00
Overseas public shareholders

(H Shares Listing in Hong

Kong) 116,700,000.00 116,700,000.00
Total 466,700,000.00 466,700,000.00

Description of movements of share capital:

The Company became a joint stock limited liability company on 30 May 2018 and pursuant to the approval
of SASAC Changchun, the equity of the Company amounted to RMB400,000,000.00 was converted into
share capital as used in a joint stock limited liability company of RMB350,000,000.00 and capital reserve of
RMB50,000,000.00. The registered capital of the Company after the conversion was RMB350,000,000.00, divided
into 350,000,000 ordinary shares of RMB1.00 each.

On 24 October 2019, the Company issued a total of 116,700,000 H shares to Hong Kong and overseas investors
at a price of HK$2.35 per H share via initial public offering.

Remark 36. Capital Reserve

Increase Decrease
Opening during the during the Closing
Item balance current period current period balance
Capital premium (Share premium) 512,675,671.27 472,635,554.81  40,040,116.46
Other capital reserves 46,500,000.00 46,500,000.00
Total 559,175,671.27 472,635,554.81  86,540,116.46

Description of capital reserve:

In December 2020, the Company entered into an equity transfer agreement with Changchun Heating Group
for the acquisition of 100% equity interest in Yatai Heating. The Company and Yatai Heating are controlled by
Changchun Heating Group before and after the combination and such control is not transitory, therefore, the
combination of Yatai Heating by the Company represents a business combination under common control.

(1) At an individual entity level, the Company’s share of carrying amount in the ownership interest of the
combined party (Yatai Heating) in the combined financial statements of the ultimate controlling party
(Changchun Heating Group) is recognised as initial investment cost of long-term equity investments.
The difference between the initial investment cost of long-term equity investments and the cash paid, the
non-cash assets transferred and the carrying amount of the debt assumed, is adjusted in capital reserve
(share premium);

(2) In preparing the comparative statement, the proportionate share of equity acquired from the ultimate
controlling party is adjusted retrospectively in accordance with the above principle, and the increase in net
assets as a result of the combination is adjusted in capital reserve (share premium) under owners’ equity
of the comparative statement.

~
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Remark 37. Other Comprehensive Income
Incurred during the current period
Less: Less: Less:  Less: Transfer
Transfer Transfer Changes to retained
to profit or to retained arising eamings
loss during the  earnings during from the during the
Amount period that the period Less: remeasurement period that
before previously  that previously Transfer to of defined previously
income tax included in included  relevant assets Attributable Attributable benefit included
during the other in other o liabilities Less:  tothe parent to minority plans in other
Opening current  comprehensive  comprehensive  from hedging Income company shareholder carried  comprehensive Closing
ltem balance period income income reserves  tax expenses after tax after tax forward income balance
.- Other comprehensive income that
will not be reclassified to proft
or loss 1,903,246.11 2522,103.21 -618,857.10
1. Changes arising from
the remeasurement of
defined benefit plans 1,903,246.11 2,522,403.21 -618,857.10
Total other comprehensive
income 1,903,246.11 2522,103.21 -618,857.10
Remark 38. Special Reserve
Increase Decrease
Opening during the during the Closing
Item balance current period current period balance
Safety production fee 5,147,376.47 2,998,534.64 8,145,911.11
Total 5,147,376.47  2,998,534.64 8,145,911.11
Remark 39. Surplus Reserve
Increase Decrease
Opening during the during the Closing
Item balance current period current period balance
Statutory surplus reserve 20,101,026.90 11,176,317.48 31,277,344.38
Total 20,101,026.90  11,176,317.48 31,277,344.38




199

JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

NOTES TO FINANCIAL
STATEMENTS

Year 2020

a N

VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 40. Undistributed Profits

Percentage of
withdrawal or
Item Amount appropriation (%)

Undistributed profits before adjustment at the

end of the previous period 211,399,956.62 —
Adjustment of total undistributed profits at the beginning

of the period (with “+” for increase and “-” for decrease) —
Undistributed profits after adjustment at the beginning

of the period 211,399,956.62 —
Add: Net profit attributable to owners’ equity of the
parent company during the current period 165,216,738.96 —
Less: Withdrawal of statutory surplus reserve 11,176,317.48 10%
Dividend payable on ordinary shares 79,339,000.00

Add: Surplus reserves for making up losses
Changes arising from defined benefit plans carried forward to
retained earnings
Undistributed profits at the end of the period 286,101,378.10
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Remark 41. Operating Income and Operating Costs

1. Operating Income and Operating Costs
Incurred during the Incurred during the
current period previous period
Item Income Cost Income Cost

1,583,355,028.82
6,140,552.71
1,589,495,581.53

Principal operating business
Other businesses
Total

1,888,159,313.46
8,789,936.51
1,896,949,249.97

1,559,936,247.81
1,479,143.23
1,561,415,391.04

1,268,993,862.59
1,083,468.23
1,270,077,330.82

2. Type of income

Contract category

Incurred
during the
current period

Incurred
during the
previous period

Income from heat supply

Of which: Provision and distribution of heat

Pipeline connection fee
Heat transmission fee

Income from construction, maintenance and design services

Of which: Engineering construction
Engineering maintenance
Design service
Instrument maintenance
Other

Total

Remark 42. Taxes and Surcharges

Item

1,427,832,297.98
1,347,567,346.77
65,559,924 .44
14,705,026.77
469,116,951.99
247,252,801.27
192,575,093.21
17,781,904.60
2,717,216.40
8,789,936.51
1,896,949,249.97

Incurred
during the
current period

960,723,497.99
894,540,083.27
54,232,508.85
11,950,905.87
600,691,893.05
366,411,964.57
220,774,346.56
9,742,871.89
129,956.32
3,632,753.71
1,561,415,391.04

Incurred
during the
previous period

City maintenance and construction tax
Education surcharge

Property tax

Land use tax

Vehicle and vessel tax

Stamp duty

Local water conservancy construction funds
Flood control and security charge
Employment guarantee for the disabled
Environmental protection tax

Total

1,872,773.24
1,367,647.74
383,597.21
165,853.70
27,066.00
960,056.13
603,578.04
47,952.14
66,972.85
488,085.29
5,983,582.34

1,527,085.43
1,090,710.61
19,725.98
30,608.22
8,493.60
885,641.20
385,224.91
85,795.39
135,560.08

4,168,845.42
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Remark 43. Selling Expenses

Item

Incurred
during the
current period

Incurred
during the
previous period

Advertisement and promotion expenses 2,422,654.31

Total 2,422,654.31
Remark 44. Administrative expenses

Incurred Incurred

during the during the

Item

current period

previous period

Material costs 4,781,352.79 49,549.73
Wage expenses 55,877,015.06 44,583,354.39
Employee benefits costs 3,839,092.67 2,462,663.59
Employee education expenses 522,423.79 493,684.23
Vehicle running costs 1,624,889.40 1,360,738.40
Travel expenses 623,197.60 1,467,737.51
Business expenses 122,052.80 125,032.98
Office expenses 9,015,353.94 5,438,554.18
Labour costs 446,201.42 338,218.92
Service charges 9,603,168.34 12,251,038.50
Depreciation expenses 4,116,487.61 4,537,501.73
Amortisation expenses 684,752.46 538,507.37
Conference expenses 33,793.14 20,735.85
Maintenance expenses 4,176,831.04 6,869,192.09
Communication expenses 38,396.66 10,203.70
Hospitality expenses 11,045.00 14,834.00
Promotion costs 1,517,704.34 458,784.27
Decoration expenses 1,432,500.54

Fuel and power 5,309.73

Insurance and provident fund 14,223,959.92 12,785,307.73
Rental fees 1,063,962.59 1,099,008.13
Tendering fees 52,664.22 8,547.17
Party building expenses 489,586.15 5,886.44
Trade union expenses 2,596,936.59 1,815,855.35
Heating expenses 87,615.00 78,722.50
Labour protection expenses 307,435.43 395,412.59
Low-value consumables 128,332.80 63,175.07
Retiree compensation 453,258.00 561,951.46
Other expenses 3,247,297.28 3,642,605.31

Total

121,122,616.31

101,476,853.19
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Remark 45. Research and Development Expenses

Incurred Incurred
during the during the
Item current period previous period
Materials 271,832.83
Processing costs
Wage expenses 4,063,982.77 1,856,673.23
Travel and transportation expenses 50,587.66
Service charges 77,168.32
Depreciation expenses 44,556.62 9,466.46
Amortisation expenses 9,002.64 1,798.40
Outsourcing research and development expenses 2,314,823.87 299,596.99
Other 17,564.37 170,458.64
Total 6,798,931.42 2,388,581.38
Remark 46. Financial Costs
Incurred Incurred
during the during the

Item

current period

previous period

Interest expenses 9,872,921.67 4,823,873.85
Less: interest income 11,726,279.54 8,488,914.70
Exchange gain and loss -2,482,699.81 2,301,201.98
Bank handling fee 403,755.74 16,734.43
Other

Total -3,932,301.94 -1,347,104.44
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Remark 47. Other Income

1. Breakdown of other income
Incurred Incurred
during the during the
Sources of other income current period previous period
Government grants 11,589,811.21 16,896,556.75
Additional VAT credit 17,309.81 21,418.96
Surcharge exemption 72,000.00
Tax refund 459.58
Total 11,679,580.60 16,917,975.71
2. Government grants included in other income
Incurred Incurred during
during the the previous Asset-related/
Item current period period Income-related
Small boiler subsidy (capitalised) 2,346,024.45 2,228,237.07 Asset-related
Small boiler subsidy (expensed) 4,880,711.29 14,470,569.68 Income-related
Amortisation of subsidy for southeastern
power plant 93,750.00 93,750.00 Asset-related
Electric heating subsidy 104,000.00 104,000.00 Asset-related
Job stabilisation subsidy (capitalised) 3,952,273.31 Asset-related
Job stabilisation subsidy (expensed) 213,052.16 Income-related
Total 11,589,811.21 16,896,556.75
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Remark 48. Investment Income

1. Breakdown of investment income
Incurred Incurred
during the during the
Item current period previous period
Dividend income from other equity instruments derecognised
during the current period 3,191,921.92
Gain arising on remeasurement of equity
interest at fair value upon obtaining control 4,840,552.65
Income from financial products 1,000,883.63
Income from long-term equity investments
accounted for under the equity method 1,448,819.21 335,778.74
Total 10,482,177.41 335,778.74
Remark 49. Gain on Changes in Fair Value
Incurred during Incurred during
Source of gain arising from changes in fair value the period the previous period
Financial assets at fair value through profit or loss -2,665,407.00
Total -2,665,407.00

Description of gain on changes in fair value:

According to the “Debt Asset-backed Special Plan for Heat Supply Contracts” ( {{EZARIESHEE L HFHIART
Zl) ) and the “Asset-backed Securities Subscription Agreement” ( ( EEX#HB5REW =) ) entered into by
Dongzheng Ronghui Securities Asset Management Co., Ltd. and Changchun Yatai Heating Co., Ltd.* (k&3
TS HREEAR]), a subsidiary of the Company, Yatai Heating shall pledge the contractual right to heating
fees to Dongzheng Ronghui Securities Asset Management Co., Ltd., whereby Dongzheng Ronghui Securities
Asset Management Co., Ltd. shall issue financial product under the special plan for financing purposes. The
subordinated interests in the special plan product shall be repurchased by the originator, i.e. Yatai Heating, with
a principal amount of RMB50.00 million and no fixed yield. After payment of various fees and repayment of the
senior class’ principal and interests, the remaining gains and losses shall be borne by the subordinated interests
held by the Company. In 2020, the asset securitisation business was early terminated and after repayment
of the senior class’ principal and interest, the gain on the subordinated securities will be a negative amount
of -RMB2,665,407.00.

~
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Remark 50. Credit Impairment Loss

Item

Incurred
during the
current period

Incurred
during the
previous period

Bad debt loss
Total

Remark 51. Impairment Loss on Assets

Item

-12,448,589.46
-12,448,589.46

Incurred
during the
current period

-12,728,804.81
-12,728,804.81

Incurred
during the
previous period

Impairment loss on contract assets

Loss on decline in value of inventories
Impairment loss on fixed assets
Impairment loss on construction materials
Other

-588,985.71

—222,744.22

-811,729.93

2,514,129.30
-2,491,338.42
—4,828,518.51
-2,368,338.25
-7,174,065.88
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Remark 52. Non-operating Income
Amount
included in
Incurred non-recurring
Incurred during the profit or loss
during the previous of the current
Item current period period period
Social insurance (epidemic exemption) 6,186,261.59 6,186,261.59
Business combination not under
common control 9,198,369.51 9,198,369.51
Government grants not related to
ordinary activities 4,131,885.07 100,000.00 4,131,885.07
Long outstanding income 204,823.63 204,823.63
Income from damages for breach of contract 1,669,617.60 100,000.00 1,669,617.60
Overdue payment 76,604.89 514,030.06 76,604.89
Other 12,188.09 158,959.37 12,188.09
Total 21,479,750.38 872,989.43 21,479,750.38
1. Government grants included in profit or loss of the current period
Incurred
Incurred during the
during the previous Asset-related/
Item current period period Income-related
Amortisation of deferred income 2,897,454.07 Asset-related
2020 special government funding 1,000,000.00 Income-related
Collection of grants for being determined as a
National High and New Tech Enterprise 200,000.00 Income-related
Heat supply incentive funds 32,401.00 Income-related
Funding support from the Ministry of
Commerce for the Second International
Import Expo 2,030.00 Income-related
Special grants for science and technology 100,000.00 Income-related
innovation in Jilin Province (Provincial Little
Giant (B8/hNEA))
Total 4,131,885.07 100,000.00




207

JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

NOTES TO FINANCIAL
STATEMENTS

Year 2020

a N

VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 53. Non-operating Expenses

Amount

included in

Incurred non-recurring

Incurred during the profit or loss

during the previous of the current

Item current period period period
External donation 52,300.89

Loss on destruction and scrapping

of non-current assets 2,736.80 2,736.80

Default payments 400,000.00 400,000.00

Other 357,444 .98 95,850.69 357,444.98

Total 760,181.78 148,151.58 760,181.78

Description of non-operating expenses: Other amounts represent estimated liabilities provided for an unsettled
litigation.

Remark 54. Income Tax Expenses

1. Table of income tax expenses
Incurred Incurred
during the during the
Item current period previous period

Income tax expenses for the current period
Deferred income tax expenses
Total

56,955,364.40
-17,735,662.83
39,219,701.57

Reconciliation between accounting profit and income tax expenses

Item

51,801,414.45
-5,468,844.39
46,332,570.06

Incurred during

the current period

Total profit
Income tax expenses calculated at statutory/applicable tax rates
Effect of different tax rates applied by subsidiaries
Effect of adjustments to income tax on prior periods
Effect of non-taxable income
Effect of non-deductible costs, expenses and losses
Effect of deductible loss on utilisation of deferred income
tax assets not recognised in the previous period
Effect of deductible temporary difference or deductible loss
on deferred income tax assets not recognised in the current period
Additional deductible expenses under relevant tax law
Income tax expenses

204,436,440.53
51,109,110.14
-3,184,960.28

-8,133,233.03
982,969.25

-579,276.19
132,230.43

-1,107,138.75
39,219,701.57
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NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 55. Notes to Statement of Cash Flows

1.

Cash received relating to other operating activities

Item

Incurred
during the
current period

Incurred
during the
previous period

Government grants

26,370,459.26

26,112,609.00

Interest income from deposits 11,727,742.54 8,153,255.78
Business and individual transactions 358,394,254.40 96,772,072.87
Recovery of guarantee deposit 2,118,774.70 1,442,515.58

Item

current period

Heating fee 273,199,209.18 280,553,245.24
Total 671,810,440.08 413,033,698.47
2. Cash paid relating to other operating activities

Incurred Incurred
during the during the
Item current period previous period
Cash payment charges 35,897,973.06 19,534,645.89
Business units and individual transactions 319,702,993.47 23,608,626.60
Guarantee deposit 5,504,068.36 27,880,478.81
Listing fee 17,655,408.85 66,000,000.00
Total 378,760,443.74 137,023,751.30

3. Cash received relating to other investing activities
Incurred Incurred
during the during the

previous period

Net cash paid to acquire a subsidiary during the year
Total

13,979,764.46
13,979,764.46

876,835.78
876,835.78

~
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NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 55. Notes to Statement of Cash Flows (Continued)

4. Cash paid relating to other investing activities

Item

Incurred
during the
current period

Incurred
during the
previous period

Cash payment for business combination
Total

5. Cash received relating to other financing activities

Item

200,000,000.00
200,000,000.00

Incurred
during the
current period

Incurred
during the
previous period

Related parties transactions
Interest on asset securitization
Total

6. Cash paid relating to other financing activities

Item

884,055.75
884,055.75

Incurred
during the
current period

6,297,000.00

6,297,000.00

Incurred
during the
previous period

Principal and interest on lease liabilities
Transaction costs of initial public offering
Total

1,207,417.45
29,158,640.03
30,366,057.48

~
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NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 56. Supplementary Information for Statement of Cash Flows

1. Supplementary information for statement of cash flows

Item

Current period

Previous period

1.

Reconciliation of net profit to cash flow of operating activities
Net profit
Add: Credit impairment loss
Impairment provision for assets
Depreciation of fixed assets, fuel and gas assets and biological assets
Amortisation of intangible assets
Amortisation of long-term deferred expenditures
Loss on disposal of fixed assets, intangible assets and other long-term assets
(presented by a “-" sign for gain)
Loss on scrapped fixed assets (presented by a
Loss on change in fair value (presented by a “-’
Financial costs (presented by a “” sign for gain)
Investment loss (presented by a “-” sign for gain)
Decrease in deferred income tax assets (presented by a “-” sign for increase)
Increase in deferred income tax liabilities
(presented by a “-” sign for increase)
Decrease in inventories (presented by a “” sign for increase)
Decrease of operating receivables (presented by a “-” sign for increase)
Increase of operating payables (presented by a “-” sign for decrease)
Other

Net cash flows from operating activities

sign for gain)
sign for gain)

wn

Significant investing and financing activities that do
not involve cash receipts and payments

Conversion of debt into capital

Convertible corporate bonds due within one year

Fixed assets acquired under finance lease

Net movement in cash and cash equivalents
Cash at the end of the period

Less: cash at the beginning of period

Add: cash equivalents at end of the period

Less: cash equivalents at beginning of the period
Net increase in cash and cash equivalents

165,216,738.96
12,448,589.46
811,729.93
142,491,826.29
1,979,704.35
5,237,558.64

2,736.80
2,665,407.00
12,045,028.61
-10,482,177.41
-9,557,216.32

-8,178,446.51
20,294,849.18
14,690,140.47
67,261,648.66

416,928,118.11

732,404,368.33
700,816,908.02

31,587,460.31

133,971,381.91
12,728,804.81
7,174,065.88
90,685,364.75
543,225.47
16,240.00

2,523,279.11
-335,778.74
-5,468,844.39

-227,046.26
-19,554,032.82
52,754,992.95

274,811,652.67

700,816,908.02
358,884,422.15

341,932,485.87

~
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 56. Supplementary Information for Statement of Cash Flows (Continued)
2. Net cash paid for acquisition of a subsidiary during the current period

Item Current period

Cash or cash equivalents paid in the current period for business combination that
occurred in the current period

Of which: Xixing Energy 52,000,000.00
Less: Cash and cash equivalents held by the subsidiary at acquisition date
Of which: Xixing Energy 65,979,764.46

Add: Cash or cash equivalents paid in the current period for business combination
that occurred in prior periods
Of which: Xixing Energy

Net cash paid for acquisition of a subsidiary -13,979,764.46
3. The composition of cash and cash equivalents:

Item Closing balance Opening balance

I. Cash 732,404,368.33 700,816,908.02
Of which: Cash on hand 157.95
Bank deposit available for payment at any time 732,404,368.33 700,816,750.07
Other monetary funds available for payment

at any time

Deposits in central banks available for payment
Il.  Cash equivalents
Of which: Bond investment due in three months
IIl.  Cash and cash equivalents at the end of the period 732,404,368.33 701,816,908.02
Of which: Restricted cash and cash equivalents used by
the parent or subsidiaries within the group
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VI. NOTES TO KEY ITEMS IN THE COMBINED FINANCIAL STATEMENTS (CONTINUED)

Remark 57. Monetary Items in Foreign Currency

1. Monetary items in foreign currency
Closing balance Closing
in foreign balance
Item currency Exchange rate in RMB
Monetary funds 667,660.91
Of which: Hong Kong dollars 793,323.32 0.8416 667,660.91
Remark 58. Government Grants
1. Basic information on government grants
Amount
included in
Incurred profit or loss
during the for the current
Types of government grants current period period Remark
Government grants included in deferred income 20,019,669.21 9,393,501.83 Refer to Remark 34
Government grants included in other income 5,093,763.45 5,093,763.45 Refer to Remark 47
Government grants included in non-operating income 1,234,431.00 1,234,431.00 Refer to Remark 52
Total 26,347,863.66 15,721,696.28
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VIl. CHANGE OF THE SCOPE OF COMBINATION

(1

Business Combination not under Common Control

1. Business combination not under common control during the current period
Point in time Cost of  Percentage of Basis of
of acquiring acquiring the equity Form of determination
the equity the equity interests ~ acquisition of ~ Acquisition at the date of
Name of acquiree interests interests  acquired (%)  equity interests date acquisition

Income of the ~ Net profit of the
acquiree from  acquiree from
the date of the date of
acquisition to acquisition
the end of the to the end
period  of the period

Jilin Province Xixing Energy Limited*

(EH4EERFARLA) 2020611 RMB52 million 50% Cash 2020611 Obtain control
2. Cost of combination and goodwill

Cost of combination

45,053.211.29 5716.70

Jilin Province
Xixing Energy
Limited*
(FHEERER
BRLQA)

Cash

Fair value of non-cash assets

Fair value of debt issued or assumed

Fair value of equity securities issued

Fair value of contingent consideration

Fair value of equity interests held prior to the acquisition date as
at the date of acquisition

Other

Total cost of combination

Less: Fair value of the share of identifiable net assets acquired

Gooduwill/cost of combination less than fair value of the share
of identifiable net assets acquired

52,000,000.00

61,198,369.51

113,198,369.51
122,396,739.02

-9,198,369.51

(1) Description of the determination of the fair value of cost of combination, contingent

consideration and its movements

The fair value of the non-cash assets in the combination consideration was determined by
a valuation from Beijing Huaya Zhengxin Assets Appraisal Co., Ltd using the asset-based

approach.
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CHANGE OF THE SCOPE OF COMBINATION (CONTINUED)

Business Combination not under Common Control (Continued)

3. Identifiable assets and liabilities of the acquiree at the date of acquisition

Item

Jilin Province Xixing Energy Limited*

(EMEEREFRERDR)

Fair value
at the date of
acquisition

Carrying amount
at the date of
acquisition

Monetary fund

Trade receivables

Inventory

Fixed assets

Intangible assets

Long-term deferred expenditures
Deferred income tax assets
Less: Borrowings

Trade payables

Salaries payable

Tax payable

Dividend payable

Deferred income tax liabilities
Deferred income

Net assets

Less: Minority interests

65,979,764.46
12,450,830.46
3,892,191.33
57,791,736.00
194,690.11
3,666,013.96
374,129.30

2,725,198.82

20,386,043.05
122,396,739.02

122,396,739.02

65,979,764.46
12,450,830.46
3,892,191.33
36,825,737.32
122,090.11
3,666,013.96
374,129.30

2,725,198.82

60,505,573.52
61,238,609.87

61,238,609.87

Net assets acquired

(1) Method of determination for identifiable assets and liabilities
The fair value of the identifiable assets and liabilities of the party being combined was
estimated based on the fair value assessment of the assets and liabilities of Jilin Province
Xixing Energy Limited* (ZFM& FAELEE)R AR A 7)) as assessed by Beijing Huaya Zhengxin
Assets Appraisal Co., Ltd using the asset-based approach.
4. Gain or loss arising from remeasurement of equity interests held prior to the date of acquisition at
fair value
Amount of equity
Method of interests originally
determination and held prior to
Carrying Gain or loss  major assumptions the acquisition
amount of the  Fair value of the arising from the  for the fair value of ~ date transferred
equity interests equity interests  remeasurement of  the equity interests from other
originally held prior ~originally held prior equity interests originally held prior comprehensive
to the acquisition  to the acquisition originally held prior  to the acquisition income to
date as at the date  date as at the date  to the acquisition ~ date as at the date investment
Name of acquiree of acquisition of acquisition  date at fair value of acquisition income
Jilin Province Xixing Energy Limited* 58,392,006.18 61,198,369.51 4,840,552.65 Asset-based 0.00
([BiERELFARAA) approach;
transaction and
open market
assumptions
Total 58,392,006.18 61,198,369.51 4,840,552.65 0.00
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VIl. CHANGE OF THE SCOPE OF COMBINATION (CONTINUED)

(I

Business Combination under Common Control

1.

Business combination under common control during the current period

Income of the ~ Net profit of
party being  the party being Income of Net profit

Proportion combined from  combined from the party of the
of interest the beginning  the beginning being  party being
acquired in of the period  of the period combined combined
the business of combination  of combination for the for the
combination Date of to the date of  to the date of comparative  comparative
Name of acquiree (%) combination combination  combination period period Remark
Changchun Yatai 100 2020-12-31 408,982,033.39  13,522,650.99  404,081,666.98 -79,226,932.09
Heating Co., Ltd.*
(REDREN
BRETAF)

(1)

Description of the basis on which the transaction constitutes a business combination under
common control and the basis for determining the date of combination

On 31 December 2020, the Company entered into an equity transfer agreement with
Changchun Heating Group for the acquisition of 100% equity interest in Yatai Heating. The
equity transfer price amounted to RMB318,376,300.

The Company and Yatai Heating are controlled by Changchun Heating Group before and
after the combination and such control is not transitory, therefore, the combination of Yatai
Heating by the Company represents a business combination under common control and the
actual controlling party of which is Changchun Heating Group.

As such, the Company retrospectively adjusted the opening balance of the financial
statements for 2020 and the relevant financial statements for the corresponding period of
the previous year in accordance with the relevant requirements for business combinations
under common control. According to the requirements of “ASBE No. 20 — Business
Combination”, for business combinations involving entities under common control, save for
the adjustments made as a result of different accounting policies, the assets and liabilities
obtained in a business combination by the acquirer from the acquiree shall be measured
at the acquiree’s carrying amounts as stated in the combined financial statements of the
ultimate controlling party at the combination date. The difference between the carrying
amount of the costs for the combination and the carrying amount of the net assets obtained
in the combination shall be adjusted to capital reserve (share premium), and if the balance
of capital reserve is insufficient, any excess difference shall be adjusted to retained
earnings. In preparing the combined financial statements for the period of combination,
adjustments shall be made to the opening balance of the combined statement of financial
position and to the relevant items in the comparative statements, as if the reporting entity
after combination has been in existence from the point when the control by the ultimate
controlling party has commenced. In preparing the comparative financial statements, the
relevant assets and liabilities of the acquiree shall be combined, while the increase in
net assets as a result of the combination shall be adjusted in the comparative financial
statements against the capital reserve (share premium) under owners’ equity.
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VIl. CHANGE OF THE SCOPE OF COMBINATION (CONTINUED)

() Business Combination under Common Control (Continued)

1. Business combination under common control during the current period (Continued)

(1) Description of the basis on which the transaction constitutes a business combination under
common control and the basis for determining the date of combination (Continued)

Changchun Yatai
Heating Co., Ltd.*

(REZRED
Cost of combination BREFEAT)
Cash 318,376,300.00

Carrying amount of non-cash assets
Carrying amount of debt issued or assumed
Par value of equity securities issued
Contingent consideration

Total cost of combination 318,376,300.00

2. The carrying amounts of the assets and liabilities of the party being combined at the date of
combination

Changchun Yatai Heating Co., Ltd.*
(RERRBDEREELA)
Date of At the end of the

Item

combination

previous period

Monetary fund
Trade receivables

231,092,425.07
72,427,121.57

1,876,835.78
258,629,571.81

Inventory 298,568.16 18,822,373.61
Other current assets 4,654.20
Other non-current financial assets 52,665,407.00
Investment property 7,830,666.02 8,185,302.86
Fixed assets 215,676,428.77 406,660,887.51
Intangible assets 188,097.35 13,230,488.00
Deferred income tax assets 588,408.24 3,254,322.06
Construction-in-progress 532,988.53 532,988.53

Less: Borrowings
Trade payables
Salaries payable
Deferred income tax liabilities
Deferred income
Net assets
Less: Minority interests
Net assets acquired

369,962,324.08
7,239,451.08
22,930,468.85
11,695,218.89
116,807,240.81

116,807,240.81

446,505,414.77
73,099.63
38,025,090.73
22,395,381.60
256,863,844.63

256,863,844.63

(Ill) Other Reasons that Resulted in Change of the Scope of Combination

None
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VIIl. INTERESTS IN OTHER ENTITIES
(I) Interests in Subsidiaries
1. Composition of the Group
Shareholding
percentage (%)
Place of

Name of subsidiary Registered capital  registration Nature of business Direct  Indirect Form of acquisition

Jilin Province Changre Maintenance 10,000,000.00  Changchun, Jilin  Maintenance service, 100 Business combination
Service Company Limited* installation, repair under common control
(EMERBUBELARAT) and maintenance of

heating facilities

Changchun City Runfeng Construction 40,000,000.00  Changchun, Jilin  Heat construction 100 Business combination
Installation Engineering Company works and under common control
Limited* (REMEBRERETR maintenance works
EREERR)

Jilin Province Changre Pipelines 50,000,000.00  Changchun, Jilin - Production of electricity 100 Business combination
Transmission Company Limited* and heat and heat under common control
(EMERBERBRERAA) supply network

transmission services

Jilin Province Heating Engineering 5,000,000.00  Changchun, Jilin ~ Engineering design 100 Business combination
Design and Research Company under common control
Limited" (548 ) TR A
ERREAR)

Jilin Province Changre Electrical 4,000,000.00  Changchun, Jilin ~ Apparatus 100 Business combination
Apparatus Company Limited* manufacturing and under common control
(EMERAERERERAT) sales

Jilin Province Chuncheng Biomass 20,000,000.00  Changchun, Jilin ~ Application of biomass 100 Formation
Power Co., Ltd.* energy
(EREEHENERRRRAA)

Changchun Yatai Heating Co., Ltd.* 128,700,000.00  Changchun, Jilin  Production, supply and 100 Business combination
(REZRENERARLD) sale of heat under common control

Jilin Province Xixing Energy Limited* 20,000,000.00  Changchun, Jilin  Production, supply and 100 Business combination not
(ENERBERERAR) sale of heat under common control

Jilin Province Hengxin Electricity Co. 30,000,000.00  Changchun, Jilin -~ Supply of electricity 100 Business combination not
Ltd* (B EEEZERAT) under common control

Jilin Province Hengda New 5,000,000.00  Changchun, Jilin - Supply of heat, supply 100 Business combination not
Energy Technology Development of hot water, supply under common control
Company Limited* of electricity
(B BENRERNAERARLT)
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VIIl. INTERESTS IN OTHER ENTITIES (CONTINUED)

() Interests in Joint Arrangements or Associates

1. Material joint ventures or associates
Shareholding
percentage (%)
Principal
Name of joint ventures or  place of Place of Accounting
associates operation  registration  Nature of business Direct Indirect method
Jilin Province Xixing Changchun,  Changchun,  Production and supply of ~ 50% Equity method
Energy Limited* Jilin Jilin electricity and heat

(EMERRERARAT)

2. Major financial information of the material joint venture
As at 31 December 2019/
year ended 2019
Jilin Province Xixing
Energy Limited*
Item (EMEERERERQT)
Current Assets 130,291,457.82
Of which: Cash and cash equivalents 82,218,461.96
Non-current assets 61,796,577.41
Total assets 192,088,035.23
Current liabilities 48,004,587.53
Non-current liabilities 28,802,114.57
Total liabilities 76,806,702.10
Minority interests
Equity attributable to shareholders of the parent company 115,281,333.13
Share of net assets calculated by shareholding proportion 57,640,666.57
Adjustments
— Goodwill
— Unrealised profit on internal transactions
— Other -79,392.40
Carrying amount of equity investments in joint ventures 57,561,274.17
Fair value of equity investments for which publicly quoted prices exist
Operating income 79,823,891.01
Financial costs —-133,374.24
Income tax expense 747,915.75
Net profit 671,557.48

Net profit from discontinued operations

Other comprehensive income

Total comprehensive income 671,557.48
Dividend received from joint ventures during the current period
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DISCLOSURE OF RISKS IN RELATION TO FINANCIAL INSTRUMENTS

The Company’s main financial instruments include monetary funds, equity investments, borrowings, trade
receivables, trade payables, etc. The Company may be exposed to all kinds of financial instruments risks in
its operating activities, mainly include credit risks, liquidity risks and market risks. The risks in relation to those
financial instruments and the risk management policies adopted by the Company to mitigate these risks are set
out below:

The Board is responsible for planning and establishing the risk management structure for the Company, and
developing risk management policies and the related guidelines across the Company, and supervising the
performance of risk management measures. The Company has developed risk management policies to identify
and analyze risks exposed to the Company. These risk management policies have clear regulations over specific
risks, covering various aspects of market risk, credit risk and liquidity risk. The Company will evaluate the
market environment and changes of the Company’s operating activities on a regular basis to decide whether to
update the risk management policies and systems. The risk management of the Company is carried out by the
Risk Management Committee based on the policies as approved by the Board. Risk Management Committee
identifies, evaluates and mitigates related risks by working closely with other business divisions of the Company.
Internal Audit Department of the Company will review the risk management control and process regularly, and
submit the review results to Audit Committee of the Company. The Company spreads the risks of financial
instruments through appropriate diversified investment and business portfolio, and mitigates the risk of focusing
on any single industry, specific regions or counterparties by way of formulating the corresponding policies for risk
management.

()  Credit Risk

Credit risk refers to the risk of financial losses to the Company as a result of the failure of performance of
contractual obligations by the counterparties. The management has developed proper credit policies and
continuously monitors credit risk exposures.

The Company has adopted the policy of transacting with creditworthy counterparties only. In addition, the
Company evaluates the credit qualification of customers and sets up corresponding credit term based on
the financial status of customers, the possibility of obtaining guarantees from third parties, credit records
and other factors such as current market conditions. The Company monitors the balances and recovery
of bills and trade receivables, and contract assets on a continual basis. As for bad credit customers, the
Company will use the written reminders, shorten the credit term or cancel the credit term to ensure that
the Company is free from material credit losses. In addition, the Company reviews the recovery of financial
assets on each balance sheet date to ensure adequate expected credit loss provision is made for relevant
financial assets.

The Company’s other financial assets include monetary funds and other receivables. The credit risk
relating to these financial assets arises from the default of counterparties, but the maximum exposure to
credit risk is the carrying amount of each financial asset in the balance sheet.
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IX. DISCLOSURE OF RISKS IN RELATION TO FINANCIAL INSTRUMENTS (CONTINUED)

(I) Credit Risk (Continued)

The monetary funds held by the Company are mainly deposited with financial institutions such as
state-owned banks and other large and medium-sized commercial banks. The management believes
that these commercial banks have a higher reputation and assets, so there is no major credit risk and
the Company would not have any significant losses caused by the default by these institutions. The
Company’s policy is to control the amount deposited with these famous financial institutions based on their
market reputation, operating size and financial background, to limit the credit risk amount of any single
financial institution.

As a part of its credit risk asset management, the Company assesses the impairment loss of trade
receivables and other receivables based on ageing. Trade receivables and other receivables of the
Company involves a large number of customers and the ageing information can reflect the solvency and
bad debt risk of these customers for trade receivables and other receivables. The Company calculates the
historical actual bad debt rate for different ageing periods based on historical data, and takes into account
the current and future forecast economic conditions, such as national GDP growth rate, total infrastructure
investment, national monetary policy and other forward-looking information to adjust expected loss rate.
For long-term trade receivables, the Company conducted reasonable evaluation to the adjusted expected
credit loss after comprehensive consideration of the settlement period, the contractual payment period, the
financial position of debtors and the economic situation of the debtors’ industry, and takes into account the
above forward-looking information.

As at 31 December 2020, the carrying amount and expected credit impairment loss of related assets are

as follows:

Carrying Impairment
Item amount provision
Bills receivable 222,510.02

Trade receivables financing
Trade receivables
Other receivables

Total

139,306,649.40
308,826,241.60

3,456,160.55
451,811,561.57

14,052,101.30
41,731,225.64

2,017,890.98
57,801,217.92

The main customers of the Company are residents living in the respective heat service area and have
reliable and good reputation. As such, the Company is of the view that these customers do not have
material credit risk. There is no material credit concentration risk as the Company has a broad customer
base.
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IX. DISCLOSURE OF RISKS IN RELATION TO FINANCIAL INSTRUMENTS (CONTINUED)

() Liquidity Risk
Liquidity risk refers to the risk of fund shortage when the Company performs its obligation by cash
payment or settlement through other financial assets. The Company’s member entities are responsible for
their respective cash flow projections. The Company entered into a credit line banking facilities agreement
with its principal banks to provide support for the Company’s obligations related to commercial bills. As

at 31 December 2020, the Company had bank credit facilities from various domestic banks amounting to
RMB500 million, of which RMBO was utilised.

The heat supply income from the Company’s principal business is a one-off fee collected prior to the
provision of service and the Company has sufficient cash flow and no risk of shortage of funds.

(I1) Market Risk

1.

Exchange rate risk

The principal place of operation of the Company are located in China and the principal businesses
are settled in RMB.

Interest rate risk

The interest rate risk of the Company mainly associates with bank borrowings, etc. Floating rate
financial liabilities expose the Company to cash flow interest rate risk, while fixed rate financial
liabilities expose the Company to fair value interest rate risk. The Company determines the
comparative proportion of fixed rate contracts and floating rate contracts based on the then market
conditions.

The finance department of the Company constantly monitors the interest rate level of the Company.
A rise in the interest level will increase the costs of additional interest-bearing debts and the
interest expenses on the Company’s outstanding floating rate debts, and may have a material
adverse impact on the financial results of the Company. The management will make timely
adjustment according to the latest market conditions, such as interest rate swap arrangements to
mitigate interest rate risk.

~
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IX. DISCLOSURE OF RISKS IN RELATION TO FINANCIAL INSTRUMENTS (CONTINUED)

(IV) Capital Management

The Group’s primary objective in managing its capital is to ensure that it maintains optimal credit ratings
and good capital ratios to support its business and maximise value for Shareholders.

The Group manages and adjusts its capital structure in response to changes in economic conditions. In
order to maintain or adjust the capital structure, the Group may adjust the dividends paid to Shareholders
or return capital to Shareholders. As at 31 December 2020, there have been no changes to such
objectives, policies and procedures.

The Group’s strategy is to maintain the net debt to total equity ratio and the gearing ratio at a sound
level of capital to support its operations. The key strategies adopted by the Group include, but not limited
to, reviewing future cash flow requirements and the ability to repay debt as it falls due, maintaining a
reasonable level of available bank financing and adjusting investment plans and financing plans as
necessary to ensure that the Group maintains a reasonable level of capital to support its operations.

The Group is not subject to external mandatory capital requirements and monitors its capital based on
the gearing ratio. This ratio is calculated as net debt divided by total capital. Net debt is calculated as
interest-bearing liabilities less cash and cash equivalents. Total capital is calculated as total equity plus
net debt as reported in the consolidated statement of financial position.

The Group’s gearing ratios are as follows:

Item

Closing balance

Opening balance

Total interest-bearing liabilities
Less: Cash and cash equivalents
Net cash
Total equity
Total capital
Gearing ratio

Total interest-bearing liabilities consist of short-term borrowings and lease liabilities.

1,472,829.89
—732,404,368.33
—730,931,538.44
878,145,892.95
147,214,354.51
N/A

13,346,663.03
—-701,816,908.02
—688,470,244.99
1,264,427,277.37
575,957,032.38
N/A
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X.

FAIR VALUE

U

(I

(I

(IV)

(V)

Financial Instruments Measured at Fair Value

The Company presents the carrying amount of the financial asset instruments measured at fair value
on 31 December 2020 at three levels of fair value. When the fair value is generally classified into three
levels, it is based on the lowest level among the three levels of the important inputs used in the fair value
measurement. The three levels are defined as follows:

Level 1: unadjusted quotations for identical assets or liabilities that can be obtained on the measurement
date in an active market;

Level 2: input other than Level 1 inputs that are directly or indirectly observable for underlying assets or
liabilities;

Level 2 inputs include: 1) quotations for similar assets or liabilities in an active market; 2) quotations for
identical or similar assets or liabilities in an inactive market; 3) observable inputs other than quotations,
including observable interest rate and yield curves, implied volatility and credit spreads during normal
quotations interval; 4) market-proven inputs, etc.

Level 3: unobservable input of underlying assets or liabilities.

Fair Value Measurement at the End of the Period

1. Continuing fair value measurement

Fair value at the end of the period
Item Level 1 Level 2 Level 3 Total

Held-for-trading financial

assets 50,000,000.00 50,000,000.00
Trade receivables financing 125,254,548.10 125,254,548.10
Total assets 175,254,548.10 175,254,548.10

Basis for Determining the Market Value of Continuing and Non-continuing
Level 1 Fair Value Measurement Items

Unadjusted quotations for identical assets or liabilities that can be obtained on the measurement date in
an active market.

Continuing and Non-continuing Level 2 Fair Value Measurement Items,
the Valuation Techniques Adopted and the Qualitative and Quantitative
Information of Important Parameters

Inputs other than Level 1 inputs that are directly or indirectly observable for underlying assets or liabilities.

Continuing and Non-continuing Level 3 Fair Value Measurement Items,
the Valuation Techniques Adopted and the Qualitative and Quantitative
Information of Important Parameters

For continuing and non-continuing level 3 fair value measurement items, the valuation techniques adopted
and the qualitative and quantitative information of important parameters of unlisted investments in equity
instruments, the Company considers using a combination of investment cost approach, market multiplier
approach and net asset approach to estimate the fair value at the end of the period.
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FAIR VALUE (CONTINUED)

(V1) Transfers between Levels that Occurred during the Current Period, Reasons
for the Transfer, and the Policy for Determining the Point in Time of the
Transfer

None

(VIl) Changes in Valuation Techniques that Occurred during the Current Period
and Reasons for the Change

None

(VIIl) Statements regarding the Best Use of a Non-financial Asset being Different
from its Current Use

None

RELATED PARTIES AND RELATED PARTY TRANSACTIONS

(I) General Information of the Parent Company

Percentage of Percentage

shareholding of voting
Registered in the right in the
Place of Nature of capital Company Company
Name of parent company registration business (RMB’000) (%) (%)
Changchun Heating Power (Group) No. 998 Nanhu Road, Heat production 360,000 69.75 69.75
Company Limited* (R &M Z Nanguan District, ~ service
NEBVERETEAR) Changchun City

The ultimate controlling party of the Company is SASAC Changchun.

(1) For details of the subsidiaries of the Company, please refer to Note VII(l)
Interests in Subsidiaries.

(lIl) Particulars of Joint Ventures and Associates of the Company

For details of the material joint ventures or associates of the Company, please refer to Note VIII(II)
Interests in Joint Arrangements or Associates.

~
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XI.

(IV) Particulars of Other Related Parties

Name of other related party

RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

Relationship between other related
parties and the Company

LIU Changchun
YANG Zhongshi

SHI Mingjun
XU Chungang

ZHANG Liming
LI Yeji

FU Yachen
POON Pok Man
WAN Tao

LEE Chung Shing
WANG Yuguo
WANG Fenghua

ZHANG Wei

WANG Xuejing

LI Xiaoling

Jilin Province Heating Group Co., Ltd.*
(EMERNEEERAT)

Jilin Province Heating Group Meihekou Public Utilities Co., Ltd.*
(EMERNEBRAIOTARSERRAA)

Jilin Province Heating Group Huinan Public Utilities Co., Ltd.*
(FMHER N EEEEGFABEEERAF)

Jilin Province Heating Group Liaoyuan Public Utilities Co., Ltd.*
(EMERNEERRTAREEARAF)

Jilin Province Heating Group Baicheng Public Utilities Co., Ltd.*
(FEMERNEEBRNTAREEARAA)

Jilin Province Heating Group Da’an Public Utilities Co., Ltd.*
(FMERANEERLTRABEEERAF)

Jilin Province Heating Group Tonghua Public Utilities Co., Ltd.*
(BEMERNEEBETAREEARAF)

Jilin Province Heating Group Fusong Public Utilities Co., Ltd.*
(FMERANEERMLOZNBEEERAAF)

Jilin Province Heating Group Baishan Public Utilities Co., Ltd.*
(FMERNEEBRILTABEEERAA)

Jilin Province Heating Group Jilin Public Utilities Co., Ltd.*
(FEMERNEEERTRBEEBERAA)

Jilin Province Heating Group Panshi Public Utilities Co., Ltd.*
(FMERNEELEOTRABEEERAF)

Jilin Province Chuncheng Security Guarding and Escorting Co.,

Ltd.* (EMEFURELTEREFRQF])

Chairman and non-executive Director

Vice chairman, executive Director and
general manager

Executive Director and deputy general
manager

Executive Director, deputy general
manager and financial controller

Deputy general manager

Executive Director

Independent non-executive Director

Independent non-executive Director

Board secretary and joint company
secretary

Joint company secretary

Independent non-executive Director

Chairman of the Supervisory
Committee

Supervisor

Supervisor

Employee representative Supervisor

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company
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Xl. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

(IV) Particulars of Other Related Parties (Continued)

Name of other related party Relationship between other related

parties and the Company

Changre (Yanbianzhou) Public Utilities Group Co., Ltd.*
(RE(EEMNABEXEEFRAT)

Jilin Heating Group Yanji Public Utilities Co., Ltd.*
(FREBELESTAREXARQA)

Jilin Heating Group Tumen Public Utilities Co., Ltd.*
(FREEBMTAREEARRAR)

Jilin Province Changre Properties Co., Ltd.”
(EMERBMEFRRF)

Changchun Runfeng Bathhouse Service Co., Ltd.*
(RETREEARBERAR)

Changchun Runfeng Gardening and Greening Co., Ltd.*
(REMEZEMA(CERAR)

Changre Group Jilin Changtie Public Utilities Co., Ltd.*
(RAEEEMNRELAAEEERAA)

Changchun Light Rail Heat Supply Co., Ltd.*
(RETEANHEAFRAF)

Changchun Heating Group High and New Tech Heating Co., Ltd.*

(REMRANEESHANARAR)

Inner Mongolia Changre Heating Co., Ltd.*
(AELERARLNBERAF)

Inner Mongolia Chuncheng Heating Service Co., Ltd.*
(AXRHERBRNRBERAT)

Changre Group Linjiang Heat Supply Co., Ltd.*
(REEERITHABRARF)

Jilin Province Manjiang Heating Company Limited*
(EMERIRNEREEATF)

Changchun Xinda Construction Project Management Co., Ltd.”

(REMHERREBEEARAA)

Jilin Province Chuncheng Media Co., Ltd.*
(MG EHERBRAF)

Jilin Province New Model Pipes Company Limited*
(EMEBEFAEEEREEAT)

Datang Changre Jilin Heating Company Limited*
(RERREMRBNERRA)

Jilin Province Smart Equipment Company Limited*
(FEMEEREEEEREERRA)

Jilin Province Xinda Investment Management Co., Ltd.
(AEMEITEREEBRER LA

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Entity controlled by same parent
company

Associate of parent company

Associate of parent company
Associate of parent company

Associate of parent company
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XI.

RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

V)

Related Party Transactions

1.

For the subsidiaries which are controlled by the Company and combined into the combined
financial statements, the transactions amongst themselves and that between the Company and

them have been eliminated.

Related transactions in relation to purchase of goods and receipt of services

Related party

Description of
the related party
transaction

Incurred
during the
current period

Incurred during
the previous
period

Jilin Province New Model Pipes Company
Limited* (EME L EXBRATAT)
Datang Changre Jilin Heating Company
Limited* (RERAEMRANERAF])
Jilin Province Smart Equipment Company
Limited* (EME B EBERBRAETAT)
Total

Purchase of goods
Purchase of goods

Purchase of goods

19,990,796.19

9,993,935.79

29,984,731.98

Related transactions in relation to sale of goods and provision of services

17,528,958.74

3,982,066.06

21,511,024.80

Description of Incurred Incurred during
the related party during the the previous
Related party transaction current period period
Changchun Heating Power (Group) Company Limited* Sale of goods
(RETAN(EE)BERELAF) 22,123.90 11,654.87
Jilin Province Heating Group Jilin Public Utilities Co., Sale of goods
Ltd* (EHERNEEEHTAREXERAT) 1,807,347.05
Jilin Province Heating Group Panshi Public Utilities Co., Sale of goods
Ltd* (EHERNEEERTLREEERAR) 150,111.86
Jilin Province Changre Properties Co., Ltd.* (E#4 &2 Sale of goods
NEBRAR) 1,148.67
Changchun Light Rail Heat Supply Co., Ltd.* (R&EME Provision of services
JHBEBAT) 5,791,488.00
Inner Mongolia Chuncheng Heating Service Co., Ltd.* Provision of services
(AEHERBNRBAERAF) 42,413.86
Jilin Heating Group Tumen Public Utilities Co., Ltd.* (& Provision of services
REBEMMARSEERAR) 1,884,528.92 15,080,800.33
Changre Group Jilin Changtie Public Utilities Co., Ltd.* Provision of services
(RESEERREALAZEERAA) 1,417,216.38 1,607,974.05
Changchun Heating Power (Group) Company Limited* Provision of services
(RETANEE)BRELAT) 4,471,377.33 19,770,204.30

Jilin Heating Group Tumen Public Utilities Co., Ltd.* (&
BEERMTAREEARAA)

Jilin Province Changre Properties Co., Ltd.* (E#4 K2
NEERRT)

Total

Provision of services

Provision of services

14,403,820.43

29,990,427.73

1.394,495.41
37,866,277.63

~
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RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

(V) Related Party Transactions (Continued)

4. Particulars of leasing with related party

(1) The Company as the lessee

Rental fee Rental fee
recognized recognized
Type of during the during the
Name of the lessor leased assets current period previous period
Changchun Heating Power
(Group) Company Limited*
(REMRAN(EE)EREE
~A]) Property 330,275.24 1,524,583.62
Total 330,275.24 1,524,583.62
5. Amounts due from/to related party
(1) Amounts due from related parties to the Company
Closing balance Opening balance
Carrying  Provision for Carrying  Provision for
Item Related party balance bad debts balance bad debts

Trade receivables
Changchun Heating Power (Group)
Company Limited* (REME N (%
B)EREMAT) 17,217,860.38 29,485,538.33
Changre Group Jilin Changtie Public
Utilities Co., Ltd.* (RAEBZE MK
ARREXERAT) 1,000,000.00 906,000.00
Changchun Light Rail Heat Supply
Co., Lid* (RETEAEAERD
al) 39,968,027.22
Jilin Province Heating Group Jilin
Public Utilities Co., Ltd.* (E#5&
BNEEEMTLAREEERAR)  2,526,863.74
Jilin Province Heating Group Panshi
Public Utilities Co., Ltd.* (454
ANEEELTLAEXARAT) 56841303
Jilin Heating Group Tumen Public
Utilities Co., Ltd.* (R BEMT
RNEEXERAT) 7,789,153.00

Other receivables
Changchun Heating Power (Group)
Company Limited* (R&ME /(&
E)ERBELR) 94,280.80 10,000.00
Inner Mongolia Chuncheng Heating
Service Co., Ltd.* (WEEEHZ)
RBEERRR) 2,176.00
Prepayments
Datang Changre Jilin Heating
Company Limited* (KE R E M
BABRAF) 7,534,110.00
Jilin Province New Model Pipes
Company Limited* (& #4 &
FERRALT) 1,699,080.00
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RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

(V) Related Party Transactions (Continued)

5. Amounts due from/to related party (Continued)

(2) Amounts due to related parties from the Company

Closing
Item Related party balance

Opening
balance

Trade payables
Jilin Province New Model Pipes
Company Limited* (& #& 74!
EXAREMERR) 17,922,015.42
Jilin Province Smart Equipment
Company Limited* (& #4 & 4g

11,629,228.24

KEBEAREERTF) 2,155,867.08 5,104,824.49
Changchun Heating Power
(Group) Company Limited*
(REMRAN(EE)EREMERRF)  118,376,300.00 341,284.40
Other payables
Jilin Province Smart Equipment
Company Limited* (& #& £ 4%
KEAREERTF) 125,090.96
Changchun Heating Power
(Group) Company Limited*
(REMRIN(EE)BEREERA) 1,536,770.37 1,148,402.15
Jilin Province Heating Group
Co. Ltd.* (BEMEE N & HE
AR AAE]) 36,601.00 36,601.00
Contract liabilities
Jilin Heating Group Tumen Public
Utilities Co., Ltd.* (FZ2AEE[E
P RBEEBERAR) 6,053,477.82 7,938,006.74
Changchun Light Rail Heat
Supply Co., Ltd.* (R&ETEH,
HEBRRT]) 599,693.79
Changre Group Jilin Changtie
Public Utilities Co., Ltd.* (K&t
EEEMREAAEEERAT) 1,327,063.48 886,238.53
6. Remuneration of key management
Incurred
Incurred during during the
Item the period previous period
LIU Changchun 111,230.99 465,337.16
YANG Zhongshi 522,735.35 461,200.16
XU Chungang 415,724.07 312,441.16
SHI Mingjun 476,461.34 415,693.16
ZHANG Liming 326,976.96 244.741.16
LI Yeji 238,399.45 220,280.18
WAN Tao 235,412.66 200,296.55
LI Xiaoling 221,914.61 192,750.37
WANG Yuguo 100,000.00 25,000.00
FU Yachen 100,000.00 25,000.00
POON Pok Man 150,000.00 38,000.00
Total 2,898,855.43 2,600,739.90
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Xl. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

(V) Related Party Transactions (Continued)

6. Remuneration of key management (Continued)

The remuneration of the Directors and Supervisors as disclosed under the Listing Rules, section
383(1)(a), (b), (c) and (f) of the Hong Kong Companies Ordinance and Part 2 of the Companies
(Disclosure of Information about Benefits of Directors) Regulation is set out as follows:

Incurred during the Incurred during the

Item current period previous period
Remuneration 350,000.00 88,000.00
Other emoluments
Salaries, allowances and benefits in kind 1,762,367.33 1,740,116.28
Retirement scheme contributions 109,310.48 194,704.32
Performance bonuses 114,788.00 90,608.00
Total 2,336,465.81 2,113,428.60

The remuneration of the Directors and Supervisors of the Company for the year ended 31
December 2020 is set out as follows:

Salaries, Retirement
allowances and  Performance scheme
Item Remuneration benefits in kind bonuses  contributions Total
Executive Director:

YANG Zhongshi 501,706.15 21,029.20 522,735.35

XU Chungang 394,694.87 21,029.20 415,724.07

SHI Mingjun 455,432.14 21,029.20 476,461.34

LI Yeji 162,782.25 54,588.00 21,029.20 238,399.45
Sub-total 1,514,615.41 54,588.00 84,116.80  1,653,320.21
Non-executive Director:

LIU Changchun 105,696.99 5,534.00 111,230.99
Sub-total 105,696.99 0.00 5,534.00 111,230.99
Independent non-executive Director:

WANG Yuguo 100,000.00 100,000.00

FU Yachen 100,000.00 100,000.00

POON Pok Man 150,000.00 150,000.00
Sub-total 350,000.00 0.00 0.00 0.00 350,000.00
Supervisor:

WANG Fenghua

WANG Xuejing

LI Xiaoling 142,054.93 60,200.00 19,659.68 221,914.61
Sub-total 142,054.93 60,200.00 19,659.68 221,914.61

K Total 350,000.00 1,762,367.33 114,788.00 109,310.48  2,336,465.81 J
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Xl. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

(V) Related Party Transactions (Continued)

6. Remuneration of key management (Continued)

The remuneration of the Directors and Supervisors of the Company for the year ended
31 December 2019 is set out as follows:

Salaries, Retirement
allowances and  Performance scheme
Item Remuneration benefits in kind bonuses contributions Total
Executive Director:

YANG Zhongshi 451,022.21 35,256.96 486,279.17

XU Chungang 302,263.21 35,256.96 337,520.17

SHI Mingjun 405,515.21 35,256.96 440,772.17

LI Yeji 163,802.47 47,608.00 28,706.08 240,116.55
Sub-total 1,322,603.10 47,608.00 134,476.96  1,504,688.06
Non-executive Director:

LIU Changchun 275,441.21 35,256.96 310,698.17
Sub-total 275,441.21 0.00 35,256.96 310,698.17
Independent non-executive Director:

WANG Yuguo 25,000.00 25,000.00

FU Yachen 25,000.00 25,000.00

POON Pok Man 38,000.00 38,000.00
Sub-total 88,000.00 0.00 0.00 0.00 88,000.00
Supervisor:

WANG Fenghua

WANG Xuejing

LI Xiaoling 142,071.97 43,000.00 24,970.40 210,042.37
Sub-total 0.00 142,071.97 43,000.00 24,970.40 210,042.37
Total 88,000.00 1,740,116.28 90,608.00 194,704.32  2,113,428.60

Note: WANG Yuguo, FU Yachen and POON Pok Man were appointed as independent non-executive Director
on 19 August 2019.
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Xl. RELATED PARTIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

(V) Related Party Transactions (Continued)
7. Five highest paid employees

For the year ending 31 December 2020, the five highest paid employees comprise three
Directors and two senior executives (2019: four Directors and one senior executive). Details of
the remuneration of the Directors and Supervisors are set out in note XlI(V) above. Details of the
remuneration of the remaining highest paid employees who are neither a Director nor a Supervisor
of the Company are as follows:

Incurred during the [Incurred during the

Item current period previous period
Salaries, allowances and benefits in kind 496,395.52 234,563.21
Performance bonuses 85,000.00

Retirement scheme contributions 42,058.40 35,256.96
Total 623,453.92 269,820.17

The number of highest paid employees who are neither a Director nor a Supervisor and whose
remuneration falls within the following bands are as follows:

Number of Number of
employees during employees during
Band the current year the previous year

Nil to HK$1,000,000 2 1
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Xll. SHARE-BASED PAYMENT

None
XIll. COMMITMENT AND CONTINGENCY

() Significant Commitment

The Company has no significant commitment which needs to be disclosed.

(1) Significant Contingency as at the Balance Sheet Date

The Company has no significant contingency which needs to be disclosed.

XIV. EVENTS AFTER BALANCE SHEET DATE

(I) Significant Non-adjusting Event

The Company has no significant contingency which needs to be disclosed.

() Particulars of Profit Distribution
Profit or dividend proposed to be distributed

Profit or dividend declared after consideration and approval

(Ill) Description of Other Events subsequent to the Balance Sheet Date:

On 22 February 2021, the Group considered and approved the “Resolution on the Proposed Acquisition
of Part of the Equity Interest in Jilin Province Northeast Heating Co., Ltd.* (FMERILERGR A F])
( (BRI S A RILERER AT MDA ZHZE) ) at the 23rd interim meeting of the first session
of the Board, which agreed to the acquisition 60% equity interests in Jilin Province Northeast Heating
Co., Ltd.* (FE#&E R HEER A F]). According to an asset appraisal report titled “Zhongkehua Pingbaozi
(2021) No. 002" issued by Beijing Zhongkehua Assets Appraisal Co., Ltd, the carrying amounts of the
total assets, the total liabilities and the net assets of Northeast Heating were RMB0.00 million, RMB0.00
million and RMBO0.00 million respectively, and the value of the entire owners’ equity after valuation under
the cost method was RMBO0.00 million, with an appraisal value increase of RMB0.00 million, representing
an appreciation of 0.00%. On 23 February 2021, the Group entered into an equity transfer agreement
with two independent shareholders of Jilin Province Northeast Heating Co., Ltd.* (F#& RILHEABE A
Al) (“Northeast Heating”) and acquired 60% equity interests in Northeast Heating for RMB0. On 18 March
2021, the Group completed the change of industry and commerce registration procedures with the Market
Supervision and Administration Department of Jilin Province.

On 5 February 2021, the China Securities Regulatory Commission’s Jilin branch has given its consent
to the filing and registration of the pre-listing tutoring for the proposed A Share listing of the Group. For
details, please refer to the announcement of the Group dated 8 February 2021.

On 22 February 2021, the Group considered and approved the “Resolution on the Proposed Establishment
of a Wholly-owned Subsidiary and Commencement of Clean Fuel Operation Business” at the 23rd interim
meeting of the first session of the Board, which agreed to the establishment of a wholly-owned subsidiary
and commencement of clean fuel operation business. On 18 March 2021, the Group established a
wholly-owned subsidiary, Jilin Chuncheng Clean Energy Company Limited* (F#& &5 5288 RBRE T
‘A 7)), and completed the business registration procedures with the Market Supervision and Administration
Bureau of Changchun City.
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XV. REMARKS TO THE MAJOR ITEMS OF THE FINANCIAL STATEMENTS OF THE
PARENT COMPANY

Remark 1. Trade Receivables
1. Disclosure based on classification of provision method for bad debts

Closing balance

Carrying balance Provision for bad debts
Proportion Proportion of Carrying
Category Amount (%) Amount  provision (%) amount
Trade receivables subjected to
provision for ECL on individual basis
Trade receivables subjected to
provision for ECL on portfolio basis 47,848,740.34 100.00  12,229,886.31 25.56  35,618,854.03
Of which: Ageing portfolio 45,503,321.85 95.10  12,229,886.31 26.88 33,273,435.54
Related party portfolio 2,345,418.49 4.90 2,345,418.49
Trade receivables for which the individual
amounts are not material but a separate
provision for bad debts has been made
Total 47,848,740.34 — 12,229,886.31 — 35,618,854.03
Opening balance
Carrying balance Provision for bad debts
Proportion Proportion of Carrying
Classification Amount (%) Amount  provision (%) amount
Trade receivables subjected to
provision for ECL on individual basis
Trade receivables subjected to
provision for ECL on portfolio basis 41,877,134.64 100.00  10,763,362.04 25.70  31,113,772.60
Of which: Ageing portfolio 39,515,049.48 94.36  10,763,362.04 27.24  28,751,687.44
Related party portfolio 2,362,085.16 5.64 2,362,085.16
Trade receivables for which the individual
amounts are not material but a separate
provision for bad debts has been made
Total 41,877,134.64 — 10,763,362.04 31,113,772.60
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XV. REMARKS TO THE MAJOR ITEMS OF THE FINANCIAL STATEMENTS OF THE
PARENT COMPANY (CONTINUED)

Remark 1. Trade Receivables (Continued)

2. Trade receivables subjected to provision for ECL on portfolio basis

(1)

(2)

3)

Heating fee receivable for which provision for bad debts has been made using ageing analysis

method
Closing balance Opening balance

Carrying balance Provision for Carrying balance Provision
Ageing Amount  Proportion (%) bad debts Amount  Proportion (%) for bad debts
Within 1 year (including the first year) ~ 23,879,611.69 2.62 625,645.83  21,194,162.01 511 1,083,021.68
1 to 2 years (including the second year) 2,575,528.22 14.18 365,209.90  2,113,220.79 21.46 453,497.18
2 to 3 years (including the third year) 2,024,195.19 26.75 54147221 1,368,824.91 35.67 488,259.85
3 to 4 years (including the fourth year) 1,341,163.00 41.44 555,777.95 701,905.97 71.35 500,809.91
4 o 5 years (including the fifth year) 696,709.77 68.19 475,086.39 484,286.90 86.10 416,971.02
Over 5 years 4,894,121.25 10000 4,894,121.25  4,473,872.33 100.00  4,473,850.89
Total 35,411,329.12 — 745731353 30,336,272.91 — 741641053

Basic fee receivable for which provision for bad debts has been made using ageing analysis

method
Closing balance Opening balance

Carrying balance Provision for Carrying balance Provision for
Ageing Amount  Proportion (%) bad debts Amount  Proportion (%) bad debts
Within 1 year (including the first year) 2,129,305.63 11.45 312,505.49  3,314,273.86 1.27 240,947.71
110 2 years (including the second year) ~ 1,637,457.48 20.38 333,713.83  1,588,097.09 12.73 202,164.76
2 to 3 years (including the third year) 1,478,287.22 31.98 472,756.25 828,568.22 17.62 145,993.72
3 to 4 years (including the fourth year) 820,670.67 47.99 393,839.85 486,103.62 23.85 115,935.71
4 o 5 years (including the fifth year) 479,730.24 65.29 313,215.87 465,401.88 31.28 145,577.71
Over 5 years 2,946,541.49 10000 2946,54149  2,496,331.90 100.00  2,496,331.90
Total 10,091,992.73 — 477257278 9,178,776.57 —  3,346,951.51

Trade receivables for which provision for bad debts has been made using low risk portfolio method

Closing balance

Opening balance

Proportion Provision Proportion Provision

Carrying  of provision for bad Carrying  of provision for bad

Name of portfolio balance (%) debts balance (%) debts
Related party portfolio 2,345,418.49 2,362,085.16
Total 2,345,418.49 2,362,085.16

~
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XV. REMARKS TO THE MAJOR ITEMS OF THE FINANCIAL STATEMENTS OF THE
PARENT COMPANY (CONTINUED)

Remark 1. Trade Receivables (Continued)

3. Particulars of the top five trade receivables at the end of the period

Percentage
to the closing
balance of trade
receivables Provision for
Name Closing balance (%) bad debts made

Aggregate closing balance of top
five trade receivables 18,479,926.41 38.62 422,724.10
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REMARKS TO THE MAJOR ITEMS OF THE FINANCIAL STATEMENTS OF THE

PARENT COMPANY (CONTINUED)
Remark 2. Other Receivables

Item

Closing balance

Opening balance

Interest payable
Dividend payable
Other receivables

153,818,846.48

86,614,377.10

Total 153,818,846.48 86,614,377.10
[0} Other receivables
1. Disclosure of other receivables based on ageing
Ageing Closing balance Opening balance
Within 1 year 123,636,511.12 46,370,966.97
1to 2 years 8,213,582.51 40,291,895.47
2 to 3 years 22,032,375.11
3 to 4 years
4 to 5 years
Over 5 years
Sub-total 153,882,468.74 86,662,862.44
Less: Provision for bad debts 63,622.26 48,485.34
Total 153,818,846.48 86,614,377.10
2. Classification by nature of the receivables

Nature of the amount

Closing balance

Opening balance

Petty money
Current account payment

551,885.73
153,330,583.01

284,073.33
86,378,789.11

~

Total 153,882,468.74 86,662,862.44
3. Disclosure based on three stages of financial asset impairment
Closing balance Opening balance

Carrying  Provision for Carrying Carrying  Provision for Carrying
Item halance bad debts amount balance bad debts amount
Stage one 153,882,468.74 63,622.26  153,818,846.48  86,662,862.44 4848534 86,614,377.10
Stage two
Stage three
Total 153,882,468.74 63,6226  153,818,846.48  86,662,862.44 48485.34  86,614,377.10
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XV. REMARKS TO THE MAJOR ITEMS OF THE FINANCIAL STATEMENTS OF THE
PARENT COMPANY (CONTINUED)

Remark 2. Other Receivables (Continued)

(U} Other receivables (Continued)
4. Particulars of provision for bad debts of other receivables
Stage two
Lifetime ECL Stage three
Stage one (not credit Lifetime ECL
Provision for bad debts 12-months ECL impaired)  (credit impaired) Total
Opening balance 48,485.34 48,485.34
Opening balance during the current
period which:

— transferred to stage two
- transferred to stage three
- reversed to stage two
- reversed to stage one
Provision in the current period 15,136.92 15,136.92
Reversal in the current period
Charge-off in the current period
Written-off in the current period
Other changes
Closing balance 63,622.26 63,622.26
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XV. REMARKS TO THE MAJOR ITEMS OF THE FINANCIAL STATEMENTS OF THE
PARENT COMPANY (CONTINUED)
Remark 2. Other Receivables (Continued)
(U} Other receivables (Continued)
5. Particulars of the top five other receivables at the end of the period
Percentage
to the closing
balance of other Closing balance of
Name Nature Closing balance Ageing  receivables (%) provision for bad debts
Changchun Runfeng Current 77,000,000.00 1102 years 50.04
Construction Installation account
Engineering Company Limited*  payment
(RETESREZRTR
EREELA)
Jilin Province Changre Current 66,370,829.07 1to 3 years 4313
Maintenance Service Company  account
Limited* (EMER2MEBEEE  payment
1 NG)|
Changchun Heating (Group) Current 9,109,178.94 210 3 years 592
Engineering Design Co., Ltd.*  account
(RETAN(EE) ISR payment
BRAR)
Jilin Province Changre Electrical ~Current 766,294.20 2o 3 years 0.50
Apparatus Company Limited* account
(EMERAERERERAR)  payment
ERZ Petty money 180,000.00  RMB50,000.00 0.13 49,249.83
due within 1 year,
RMB130,000.00
duein1to
2 years
Total - 153,426,302.21 99.72 49,249.83
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XV. REMARKS TO THE MAJOR ITEMS OF THE FINANCIAL STATEMENTS OF THE
PARENT COMPANY (CONTINUED)

Remark 3. Long-term Equity Investments

Increase Decrease
Opening during the during the Closing
Item balance  current period  current period balance
Investments in subsidiaries 144,532,114.02  392,277,413.04 536,809,527.06
Investments in joint ventures 57,561,274.07 57,561,274.07
Investments in associates
Sub-total 202,093,388.09  392,277,413.04 57,561,274.07  536,809,527.06
Less: Impairment provision
for long-term equity investments
Total 202,093,388.09  392,277,413.04 57,561,274.07  536,809,527.06
1. Investments in subsidiaries
Impairment Closing
Initial Increase Decrease provision halance of
investment Opening during the during the Closing during the impairment
Investee cost balance  current period  current period balance current period provision
Changchun Runfeng Construction
Installation Engineering Company Limited*
(RETHBEETETEAREMLA)  44,539,680.70  44,539,680.70 44,539,689.70
Jilin Province Changre Maintenance
Service Company Limited*
(ERERAEEERERAR) 16,059,51645  16,059,516.45 16,059,516.45

Jilin Province Changre Pipelines

Transmission Company Limited*

(EMERREBGRERAD) 59,097,018.98  59,097,018.98 59,097,018.98
Jilin Province Changre Electrical

Apparatus Company Limited*

(EHERBERERERAT) 402263018 4,022,639.18 4,022,639.18
Jilin Province Heating Engineering

Design and Research Company Limited*

([EMERNIREFRERAMEAT) 581324971 581324971 5,813,249.71
Jilin Province Chuncheng Biomass Power

Co,, Ltd* (EMEENEMEREARAF) 1500000000  15,000,000.00 15,000,000.00
Jilin Province Xixing Energy Limited*

(EWEERERARAT) 108,357,816.86 108,357,816.86 108,357,816.86
Changchun Yatai Heating Co., Ltd.*

(RECRENERERLH) 318,376,300.00 318,376,300.00  34,456,703.82  283,919,596.18
Total 571,266,230.88  144532,114.02 428,768,306.18  34456,703.82  536,800,527.06




241

JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

NOTES TO FINANCIAL
STATEMENTS

Year 2020

f

XV. REMARKS TO THE MAJOR ITEMS OF THE FINANCIAL STATEMENTS OF THE
PARENT COMPANY (CONTINUED)

Remark 3. Long-term Equity Investments (Continued)

2. Investments in associates and joint ventures
Increase/decrease during the current period
Gain or loss
on investments Other
recognised comprehensive
Opening Increase in Decrease in under the income
Investee balance investments investments  equity method adjustment
[. - Joint venture
Changchun FAW Sihuan Kinetic Company
Limited* (RE— AR BR A F) 57,561,274.07 -56,357,816.86  1,448,819.21
Sub-total 57,561,274.07 -56,357,816.86 1,448,819.21
Il Associate
Sub-total
Total 57,561,274.07 -56,357,816.86 1,448,819.21
Increase/decrease during the current period
Cash Closing
Other dividend balance of
equity or profit  Impairment Closing  impairment
Investee movements declared provision Other balance provision

~

[ Joint venture
Changchun FAW Sihuan Kinetic
Company Limited* (K& — /TR A

BRAFE) -2,652,276.42
Sub-total -2,652,276.42
Il. Associate
Sub-total
Total -2,652,276.42
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PARENT COMPANY (CONTINUED)

Remark 4. Operating Income and Operating Costs

Incurred during the Incurred during the
current period previous period

Item Income Cost Income Cost
1. Sub-total for principal operating

business 986,502,956.79 793,622,475.10 964,236,961.57 768,077,488.64

Heat supply 986,502,956.79 793,622,475.10 964,236,961.57 768,077,488.64

2. Sub-total for other businesses 189,755.35 1,905.12 1,355,066.68 1,175,167.51

Rent and sale of material 189,755.35 1,905.12 1,355,066.68 1,175,167.51

Total 986,692,712.14 793,624,380.22 965,592,028.25 769,252,656.15

Remark 5. Investment income

Incurred Incurred

during the during the

Item current period previous period

Income from long-term equity investments accounted for

under the equity method 1,448,819.21 335,778.74
Investment income on financial assets at fair value through

profit or loss during the period in which they are held 177,013.70
Total 1,625,832.91 335,778.74

~
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XVI. SUPPLEMENTAL INFORMATION

() Breakdown of Non-recurring Profit or Loss for the Period

Item Amount Description

Gain or loss on disposal of non-current assets
Tax rebates and exemptions that were approved by surpassing
authority or without official approval documents 459.58
Government grants included in profit or loss for the period (save
for those that were closely related to the business of the
Company and were granted on a qualitative or quantitative
basis in accordance with the national standard) 8,500,195.74
Fees charged to non-financial enterprises for the use of state
funds included in profit or loss for the period
Gain arising from the acquisition of subsidiaries, associates and
joint ventures where the cost of investment is less than the
fair value of the identifiable net assets of the investee at the
time the investment is acquired 14,038,922.16
Gain or loss on exchange of non-monetary assets
Gain or loss on entrusted investment or management of assets
Provision for impairment of assets due to force majeure events,
such as natural disasters
Gain or loss on debt restructuring
Corporate restructuring costs, such as expenses for relocating
employees, reorganisation costs, etc.
Gain or loss in excess of fair value arising from transactions
where the transaction price is obviously unfair
Net profit or loss for the period of a subsidiary arising from
business combination under common control from the
beginning of the period to the date of combination 13,522,650.99
Gain or loss arising from contingencies not related to the
Company’s normal business operations
Gain or loss on changes in fair value of financial assets
held-for-trading and financial liabilities held-for-trading,
and investment gains on disposal of financial assets
held-for-trading, financial liabilities held-for-trading, debt
investments and other debt investments, save for those
arising from effective hedging activities that were related to
the Company’s normal business operations 1,000,883.63




244

JILIN PROVINCE CHUNCHENG HEATING COMPANY LIMITED
ANNUAL REPORT 2020

NOTES TO FINANCIAL
STATEMENTS

Year 2020

a N

XVI. SUPPLEMENTAL INFORMATION (CONTINUED)

() Breakdown of Non-recurring Profit or Loss for the Period (Continued)

Item Amount Description

Reversal of provision for impairment of receivables separately
tested for impairment

Gain or loss from external entrusted loans

Gain or loss arising from changes in the fair value of investment
properties subsequently measured using the fair value model

Effect on profit or loss for the period by a one-off adjustment to
profit or loss for the period as required by tax, accounting and
other laws and regulations

Custody fee income from trustee operations

Non-operating income and expenses other than those
mentioned above 5,647,000.40

Other items of profit or loss that meet the definition of
non-recurring profit or loss

Less: Impact of income tax 1,433,108.86
Impact of minority interests (after tax)
Total 41,277,003.64

(2) Return on Net assets and Earnings per Share

Earnings per share

Weighted
average return Basic Diluted
rate on net earnings earnings
Profit during the reporting period assets (%) per share per share

Net profit attributable to ordinary shareholders

of the Company 12.77 0.35 0.35
Net profit after deducting non-recurring profit

or loss attributable to ordinary shareholders

of the Company 9.20 0.27 0.27

Jilin Province Chuncheng Heating Company Limited
15 April 2021
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“2019 Annual Report”
“2020 Interim Report”

“ASBEs”

“AGM”

“Articles” or “Articles of
Association”

“Board”

“Changchun Heating Group”

“China” or “PRC”

“Company” or “We”

“Corporate Governance”

“Director(s)”

“Domestic Share(s)”

“Group”

“H Share(s)”

“heat service area”

“Hong Kong”
“Hong Kong dollars” or “HK$”

“Hong Kong Stock Exchange” or
“Stock Exchange”

N

the annual report of the Company for the year ended 31 December 2019
the interim report of the Company for the six months ended 30 June 2020

the Accounting Standards for Business Enterprises — Basic Standards ( {({t%€
sHER| — EAHEE]) ) issued by the Ministry of Finance and the specific accounting
standards for business enterprises, the application guidance for the Accounting
Standards for Business Enterprises, the interpretation of Accounting Standards for
Business Enterprises and other relevant requirements

the annual general meeting of the Company for the year 2020 to be held on Friday,
28 May 2021 or any adjournment thereof

the articles of association of the Company, as amended, modified or otherwise
supplemented from time to time

the board of Directors of the Company

Changchun Heating Power (Group) Company Limited* (R&EMH S (£E) BREIA
Al), the controlling Shareholder of the Company

the People’s Republic of China which, for the purposes of this annual report,
excludes Hong Kong, the Macau Special Administrative Region of the People’s
Republic of China and Taiwan

Jilin Province Chuncheng Heating Company Limited* (F#H& &R NP BER QD F)
(stock code: 1853), a company incorporated in the PRC on 23 October 2017 and is a
joint stock limited liability company

the Corporate Governance Code and Corporate Governance Report contained in
Appendix 14 to the Listing Rules

the director(s) of the Company

domestic ordinary share(s) in the Company’s registered capital with a nominal value
of RMB1.00 each, which are subscribed for and paid up in RMB and held by PRC
nationals or PRC incorporated entities, and are not listed or traded on any stock
exchange

the Company and its subsidiaries

the ordinary share(s) in issue in the share capital of the Company with a nominal
value of RMB1.00 each, which are listed on the Main Board of the Hong Kong Stock

Exchange

gross floor areas covered by heat supply, including both the heat service area which
we fully and partially charge for our heat fees

the Hong Kong Special Administrative Region of the People’s Republic of China
the lawful currency of Hong Kong

The Stock Exchange of Hong Kong Limited
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“Listing”

“Listing Rules”

“Model Code”

“No. 2 Cogeneration Plant”

“No.4 Cogeneration Plant”

“No. 5 Cogeneration Plant”

“Pipelines Company”

“Reporting Period”
“RMB”

“Share(s)”

“Shareholder(s)”
“Supervisor(s)”

“Three Supplies and Property
Management”

“Xixing Energy”

“Yatai Heating”

“oy»

Gk

the listing of the H Shares of the Company on the Main Board of the Stock Exchange
of Hong Kong

the Rules Governing the Listing of Securities on the Stock Exchange, as amended
from time to time

the Model Code for Securities Transactions by Directors of Listed Issuers contained
in Appendix 10 to the Listing Rules

the subsidiaries and branches held by Datang Jilin Power Generation Co., Ltd.* (X
EEMEEABR AR, namely Datang Changchun No. 2 Thermoelectricity Limited* (X
EREE _HATHREMLADQT), Changchun Thermoelectricity Development Company*
(EEZHEZEAMR QA (deregistered) and Datang Jilin Power Generation Co., Ltd.
Heating Branch* (KEHEMEEBR AR NS AF]), which are independent third
parties and primarily engaged in power generation/heat generation businesses,
and where the context requires, the cogeneration plants operated, individually or
collectively, by the above companies

the wholly-owned subsidiary and branch of Huaneng Jilin Power Generation Co.,
Ltd.* (EREHFMEE AR F]), namely Huaneng Jilin Energy Sales Co., Ltd.* (ZEE
HMAEIRIEE B R A 7)) and Changchun thermal power plant of Huaneng Jilin Power
Generation Co., Ltd.* GEEEEMBEEBR QG RAEZHEM), which are independent third
parties and primarily engaged in power generation and heat generation businesses,
and where the context requires, the cogeneration plants operated, individually or
collectively, by the above companies

Jilin Electric Power Co., Ltd. Changchun Thermoelectricity Branch* (Z & H K HE
R ARIREHREDAA), a company principally engaged in electricity supply and heat
production and an independent third party

Jilin Province Changre Pipelines Transmission Company Limited* (& #& K ZVE 88
X ABPR7A7]), a wholly-owned subsidiary of the Company

the period from 1 January 2020 to 31 December 2020
the lawful currency of the PRC

ordinary share(s) in the capital of the Company with a nominal value of RMB1.00 per
share

the shareholder(s) of the Company

the supervisor(s) of the Company

heat supply, water supply, electricity supply and property management services

Jilin Province Xixing Energy Limited* (& #%& 7 #a2JR B R A 8), previously known as
Changchun FAW Sihuan Kinetic Company Limited* (K& — AR EAEAR A7)
Changchun Yatai Heating Co., Ltd.* (R&EBRA N AR ET D R)

percent

for identification purposes only

~
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Corporate Information

Name in Chinese: & WM& & R D ER QA

Name in English: Jilin Province Chuncheng Heating
Company Limited*

Registered Address:  No. 28, Block B Nanhu Road

Community, No. 998

Nanhu Road, Nanguan District,

Changchun City, Jilin Province, PRC

No. 28, Block B Nanhu Road

Community, No. 998

Nanhu Road, Nanguan

District, Changchun City,

Jilin Province, PRC

46/F, Hopewell Centre, 183

Queen’s Road East,

Wanchai, Hong Kong

Company’s Website: www.cc-tp.com.cn

Email: ccrl-zgb@ccrljt.com

Headquarter/Principal
Place of Business:

Place of Business
in Hong Kong:

Information of Shares of the Company

Stock Short Name: CHUNCHENG HEAT
Stock Code: 1853

Executive Directors

Mr. YANG Zhongshi (Vice Chairman of the Board)
Mr. SHI Mingjun

Mr. XU Chungang

Mr. LI Yeji

Non-executive Director
Mr. LIU Changchun (Chairman of the Board)

Independent Non-executive Directors

Mr. WANG Yuguo
Mr. FU Yachen
Mr. POON Pok Man

Supervisors

Mr. WANG Fenghua (Chairman)
Ms. ZHANG Wei
Ms. LI Xiaoling

Authorized Representatives

Mr. XU Chungang
Mr. WAN Tao

Audit Committee

Mr. POON Pok Man (Chairman)
Mr. LIU Changchun
Mr. WANG Yuguo

Remuneration Committee

Mr. FU Yachen (Chairman)
Mr. XU Chungang
Mr. POON Pok Man

Nomination Committee

Mr. WANG Yuguo (Chairman)
Mr. YANG Zhongshi
Mr. FU Yachen

Strategy Committee

Mr. LIU Changchun (Chairman)
Mr. SHI Mingjun
Mr. WANG Yuguo

Joint Company Secretaries

Mr. WAN Tao
Mr. LEE Chung Shing

H Share Registrar

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Wan Chai, Hong Kong
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Auditor

Da Hua Certified Public Accountants
Bldg 7, No.16 Xi Si Huan Zhong Road,
Haidian District, Beijing

Legal Advisers

as to Hong Kong law:
Lau, Horton & Wise LLP
In Association with CMS Hasche Sigle,
Hong Kong LLP
8th Floor, Nexxus Building,
41 Connaught Road Central,
Hong Kong
as to PRC law:
Jilin ZhengJi Law Firm*
(HMRIEEERNETEA)
No.1 Fuzhi Road,
Jingyue Economic Development Zone,
Changchun City, Jilin Province, PRC

Compliance Adviser

Messis Capital Limited

Room 1606, 16/F, Tower 2 Admiralty Centre,
18 Harcourt Road, Admiralty,

Hong Kong

Principal Banks

Jilin Jiutai Rural Commercial Bank (Xinjia Branch)

Jilin Jiutai Rural Commercial Bank (Jingyue Branch)

Bank of Jilin Co., Ltd. (Changchun Technology Branch)

Bank of China Co., Ltd. (Nanhu Road Branch)

Bank of China Co., Ltd. (Jiefang Road Branch)

Bank of Communications Co., Ltd. (Chaoyang Branch)

Bank of Jilin Co., Ltd. (Changchun FAW Branch)

Industrial and Commercial Bank of China Limited
(People’s Square Branch)
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