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GROUP FINANCIAL HIGHLIGHTS

HEYE Financial data 2018 2019 2020
(U FELIT) (expressed in HK$000)
BEFEEEEEE  Including continuing operations and

CRIEEEER discontinued operations
Wz Revenue 87,824 38,307 27,783
EF (F18) Gross profit (loss) 5424 (2,574 4,707
EREEB A Loss for the year attributable to owners

LA FEERBE of the Company (1,320,525) (1,045,306) (1,061,359)
MFFF B ITER  Loss before interest, tax, depreciation

MiHR B8 and amortisation (1,182,380) 931,111 (1,104,753)
PN S DN Equity (Deficiency) attributable

R (E5H) to owners of the Company 650,053 (391,978) (1,551,312)
WEEYZE BB sk fE  Acquisition of property, plant and equipment 12,101 6919 4,698
KNATEB NEMEER Net asset (liability) attributable to owners

FEE (BR) A of the Company per share (HK$)

(B (H5z1) (note /) 0.149 (0.090) (0.355)
ML E Financial ratios
MENELE (H3#2) Current ratio (note 2) 1.33 0.68 0.01
RENEE (H3#3) Quick ratio (note 3) 1.29 0.67 0.01
Wizt - Note:
I AAREBEAN = AAAEBA - EREBEGRM I, Net asset attributable to = Equity attributable to = Number of issued shares

ELERTE it #H owners of the Company owners of the Company at year end

Ef per share
2 MELLE = RYEE T RBaR 2. Current ratio = Current assets = Current liabilities
3. RELE = (RBEE-& +~ nPak 3. Quick ratio = (Current assets - =~ Current liabilities

8) Inventories)

FEMXBRER (£E) BRAE « 2020F K
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RESULTS SUMMARY

The Group has been operating in an extremely challenging market
environment, where the worldwide economy had been fluctuating and full of

uncertainties.

The turnover for the year 2020 for continuing operation of operation of
wind power field was approximately HK$26.2 million whereas that of 2019
was approximately HK$26.0 million; the loss for the year 2020 attributable to
owners of the Company amounted to approximately HK$186.3 million from
continuing operation and approximately HK$875.0 million from discontinued
operations as compared to that of 2019 of approximately HK$33.9 million
and HK$1,011.4 million respectively. The loss for the year 2020 was mainly
due to the impairment losses on financial assets and contract assets
amounted to approximately HK$333.0 million from continuing operations
and approximately HK$928.9 million from discontinued operations as
compared to that of 2019 of approximately HK$12.8 million and HK$598.7

million respectively.

As a result of the changing in market environment during the year the
delivered wind turbine equipment quality and technical conditions have
not changed fundamentally, business orders failed to undertake. The results
of the operations have not improved, as well as the collection of accounts

receivables falling below expectations.

Beijing Energine Industry Co. Ltd. (“Beijing Energine”), a wholly owned
indirect subsidiary of the Group, was unable to meet the repayment
obligation of its liabilities, and consequently an application of the bankruptcy
liquidation by the debtor against Beijing Energine was accepted by Beijing
First Intermediate People’s Court effective from 25 December 2020 and

bankruptcy administrator was appointed.

As the result of the acceptance of the application of bankruptcy liquidation
and appointment of bankruptcy administrator, the Group lost the control
over Beijing Energine and Beijing Energine ceased to be the subsidiary of the

Group.
Beijing Energine was the principal operating entity engaged in wind turbine

manufacture business of the Group and held the vast majority of the Group's

total assets.

Annual Report 2020  China Energine International (Holdings) Limited
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Therefore, wind turbine manufacture business was terminated as the result
of the Group losting the control over Beijing Energine, the financial results
and position of Beijing Energine and its subsidiaries were deconsolidated
from those of the Group, and financial results of wind turbine manufacture

business was reclassified to discontinued operation.

Resulting from the bankruptcy liquidation proceeding of Beijing Energine,
loans advances from CALT through CASC's subsidiary, Aerospace Science
and Technology Finance Co. Ltd. (“ASTF") and from ASTF to Beijing Energine
have constituted an event of default, which triggered the Company's
guarantee obligations provided to ASTF.

BUSINESS REVIEW

Impact of the COVID-19 Outbreak

Affected by the COVID-19 outbreak, the supply chain for the wind turbines
could not meet the customer's delivery and installment schedule by the end
of 2020. The implementation of the Group's 2020 business development plan
and financial performance have been greatly affected. Besides, affected by the
unstable global economic environment, the progress of after-sales technical
services of certain projects has been severely affected and delayed due to
the COVID-19 outbreak, resulting in further delay in the collection of trade
receivables, and in turn leading to numerous lawsuits with suppliers. As a result,
the Group terminated the operation of wind power generation business. Due
to epidemic restrictions and the increase in the vacancy rate of commercial
buildings in Shenzhen, the disposal of an investment property in Shenzhen of

the Group was not completed.

In response to the above impact, the management has taken measures
including business plan adjustments, expenses reductions, negotiated layoffs and
salary reductions, office space and rent reductions, and cost control of wind

turbines maintenance expenditures.
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Wind Turbine Manufacture Business

The development of domestic new energy industry has been fast changing
in recent years. In 2020, the PRC government has successively issued a
series of policies in relation to the wind power industry clarifying, among
others, the construction of grid parity projects, the construction of state-
subsidized projects, the construction of distributed wind power projects,
the implementation of power transmission and consumption conditions,
which promoted the wind power industry to enter an era of comprehensive
competition. The intensive introduction of national policies indicates
that the wind power industry enters an era of subsidies deduction and
comprehensive competition on the basis of cost per KWh, and is approaching

the target of “same price for wind power and thermal power”,

Facing the fierce competition and the changing policies, the Group further
strengthened the resource acquisition and vigorously advanced the project
in Gaizhou. Meanwhile, the business remained customer-oriented, devoted
greater effort to address the quality issues of the wind turbines regarded by

customers.

As the result of the Group lost the control over Beijing Energine, the
financial results and position of Beijing Energine and its subsidiaries are
deconsolidated from those of the Group, and financial results of the wind

turbine manufacture business was reclassified to discontinued operation.

Wind Farm Operations

The wind farms operated by the Group include the CASC Long Yuan (Benxi)
Wind Farm, which provides a capacity of 24,650,000KW with 29 sets of
850KW wind turbines. In addition to the abovementioned CASC Long Yuan
(Benxi) Wind Farm, the two wind farms invested in and operated by the
Group include the Jilin Longyuan Tongyu wind farm providing a capacity of
200,000KW with 236 sets of 850KW wind turbines; the Jiangsu Longyuan
Rudong wind farm providing a capacity of 150,000KW with 100 sets of
[.5SMW wind turbines.

Annual Report 2020  China Energine International (Holdings) Limited



BIREs R R AR

MANAGEMENT DISCUSSION AND ANALYSIS

SESHHEERARES

AEE-—HEE AL REERERED
BEEBERAARAR (TREBEL) AR
RAEESEEENEREED ZAE AT
BERNMAHRERER —S-SFEF
A BRI EFIRE 750%0

FEERBEERERFALREBEBHIR
B ARIERBRRERR  IREHEET
BRATEENGERT

EXABEZERR

FERTEXBRFTRAE - FRIERBRKRE
AR AEERKRENHCRILEE K
SERFERZEEEHFARAEKESE
o

RERB /MR K BRRENOAR
BISETARBERSTIEHEE SER
5 AEERPECRHEENTRNE
TEHEEEHLERNENEN -EE
EERZRRRGEBEEATRRETR
BRERXBAERAN—BFBRFR B
B ENRREBEFEIREL

FEMXBRER (£E) BRAE « 2020F K

Business of Automotive Engine Management Systems

Beijing Delphi Wan Yuan Engine Management Systems Co., Ltd. (“Beijing
Delphi”), a joint venture of the Group, is a major supplier in the domestic
automotive electronic fuel injection market. The joint venture improved its
net profit by 50% in 2020 as compared to that of the previous year through

cost reduction and other measures.

The Group held the equity interest of Beijing Delphi through Beijing
Energine, and as the result of the bankruptcy liquidation of Beijing Energine,

Beijing Delphi ceased to be the joint venture of the Group.

MATERIAL RISK MANAGEMENT AND
CONTROL

The main business of the Group needs to be enhanced urgently. As the
result of the bankruptcy liquidation of Beijing Energine, the operation of the
Group's wind turbine manufacture segment has ceased. The Group remains

the wind farm operations as the only continuing operation.

As the Company's guarantee obligations of approximately RMBI.15 billion
provided to ASTF is triggered, the Group's liquidity is under great pressure
to meet operational needs and fulfill its debt obligations for the time being.
The management has negotiated with the controlling shareholder a package
solution including extending grace period for guaranteed debt and providing
cash flow support, while the final implementation of the above plan is still

uncertain.
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For the five major risk categories in 2020 as assessed by the Group, namely

policy risks, operational risks, financing risks, safety risks and legal risks, the

Company has devised corresponding risk management and control measures,

the details of which are as follows:

U

Q)

(y

Policy Risks

In 2020, the National Energy Administration released the Notice on
Matters Related to the Construction of Wind Power and Photovoltaic
Power Projects for 2020 (NEA New Energy [2020] No. 17), which
stated that efforts will be made to further promote the stable
transition of grid parity for wind power, and the onshore wind power
would realize comprehensive grid parity in 2020. The grid parity and
relevant policies have significant impact on the Group's wind power
business. Therefore, the Group will closely monitor and enhance
the prospective study on national new energy industry policies and

industry developments.

Operational Risks

The fiercer competition in the wind power market brought challenges
to the profitability of wind turbine manufacture segment. On 25
December 2020, Beijing Energine was subject to the petition of the
creditor for bankruptcy liquidation due to the inability to repay the
debt. The court accepted the case, and appointed the bankruptcy
administrator to take over Beijing Energine, which started bankruptcy
liquidation proceedings. This directly resulted in the discontinued
operation of the wind turbine manufacture business of the Group.
Despite the aforementioned difficulties, the Group still strives to carry
out the developmental and operational businesses in new energy

sector.

Financing Risks

Resulted from the termination of the wind turbine manufacture
business, the Group's debt financing ability faced a great challenge.
The Company has lost ability to obtain financing due to the high debt
to asset ratio. The Group is actively pursuing the strong support from
the controlling shareholder to provide supplemental liquidity to the

Group's relief and business improvement plan.

Annual Report 2020 ¢ China Energine International (Holdings) Limited
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(IV) Safety Risks

v)

The commissioning and maintenance of wind turbines exposes
electricians to regular high-altitude operation and high-risk operations;
safety accidents may occur if the safety management is not strictly
implemented. The Group has adopted strict prevention measures, and

will continuously monitor and rigorously prevent safety risks.

Legal Risks

At the end of 2020, the Group's wind turbine manufacture segment
accumulated 31 pending cases with an aggregated amount of
RMB317.7 million or HK$377.5 million; 9 concluded and executed
cases with an aggregated amount of RMB5.3 million or HK$6.3 million;
and 33 concluded cases to be executed with an aggregated amount
of RMBI193.6 million or HK$230.0 million. The Group has engaged
professional lawyers to actively respond to these cases, deal with
cases in accordance with the law and relieve pressure, with an aim to
protect the legitimate rights and interests of the shareholders. After
Beijing Energine and its subsidiaries are taken over by the appointed
bankruptcy administrator by the court, the abovementioned matters
have been placed under the disposal of the bankruptcy administrator

and are no longer under the control of the Group.

The Group was notified by the Beijing First Intermediate People’s
Court on |6 August 2020 that it had accepted the bankruptcy
administrator's suit against the Group's subsidiary, New Image
Development Limited, for unpaid capital contribution of approximately
RMBI55 million with a request that the Company bears joint and
several liabilities. The Group has engaged professional legal counsel to
assist in responding to the lawsuit and upon analysis of the preliminary
legal opinion, the claim of joint and several liabilities against the
Company is unlikely to be valid. The relevant financial impact has been
reflected in the Group's consolidated financial statements for the year
ended 2020.
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PROSPECTS

The following statements are forward looking statements that are, by their
nature, subject to significant risks and uncertainties. Any statements that
express, or involve discussions as to, expectations, beliefs, plans, objectives,
assumptions or future events or performance are forward-looking, may
involve estimates and assumptions and are subject to risks, uncertainties and
other factors, some of which are beyond our Company's control and which

are difficult to predict.

Our forward-looking statements have been based on assumptions and
factors concerning future events that may prove to be inaccurate. Those
assumptions and factors are based on information currently available to us
about the businesses that we operate. The risks, uncertainties and other
factors, many of which are beyond our control, that could influence actual

results include, but are not limited to:

0 our operations and business prospects;

0 our business and operating strategies and our ability to implement

such strategies;

. our ability to develop and manage our operations and business;

0 competition for, among other things, capital, technology and skilled
personnel;

. our ability to control costs;

. changes to regulatory and operating conditions in the industry and

geographical markets in which we operate; and

. all other risks and uncertainties described in “Risk Factors"”.

Annual Report 2020  China Energine International (Holdings) Limited
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Since actual results or outcomes could differ materially from those expressed
in any forward-looking statements, we strongly caution investors against
placing undue reliance on any such forward-looking statements. Any forward-
looking statement speaks only as of the date on which such statement is
made, and, except as required by the Hong Kong Listing Rules, we undertake
no obligation to update any forward-looking statement to reflect events or
circumstances after the date on which such statement is made or to reflect
the occurrence of unanticipated events. Statements of or references to our
intentions or those of any of our directors are made as of the date of this

document. Any such intentions may change in light of future developments.

The year of 2021 marks the first year of the "[4th Five-Year Plan”, and a
crucial year of grid parity for wind power and photovoltaic power and a
new development stage for the renewable energy. Driven by the goals of
achieving peak carbon emissions and carbon neutrality, the renewable energy
will become an important means for power groups and local governments to
realize peak carbon emissions, and will have a greater weight in the installed
capacity. However, in the next stage, renewable energy policies need to focus
on how to ensure the renewable energy can meet the requirements of peak
carbon emissions and carbon neutrality without the strong stimulus of central

government's subsidies.

The work report of the central government released at the beginning of
March 2021 states that the government will take solid steps toward the goals
of achieving peak carbon emissions and carbon neutrality, and draw up an
action plan for carbon emissions to peak by 2030. China's industrial structure
and energy mix will be improved. It will make a major push to develop new
energy sources, will expand the catalog of corporate income tax credits
for environmental protection and the conservation of water and energy,
and promote the development and application of new types of energy-
efficient and eco-friendly technologies, equipment and products as well as the

cultivation of energy-saving and environmental protection industries.
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As Beijing Energine has entered the bankruptcy liquidation proceedings, the
Group terminated operations for the wind turbine manufacture business, but
is still optimistic about the new energy field over the long term. It will actively
explore the business transformation, continue with the operation of wind
farm development and operation business, and actively cultivate conditions
to advance the wind resource development. Owning to the influence of
various factors, the implementation of prospective projects is subject to great
uncertainty. Particularly, under the policy of new energy grid parity (subsidies
deduction) introduced by the National Energy Administration, new grid-
connected wind farms will not enjoy any policy subsidy from 2021, which
raises higher requirements to the inherent cost-effectiveness of wind farm

projects and the refinement of project management

By seizing opportunities of the strategic development of new energies against
the backdrop of “achieving peak carbon emissions and carbon neutrality”,
we committed to promoting the cooperation and development of certain
wind power development projects based on the preliminary market work
to achieve our financial goals. We will decide whether to acquire 5%
equity in CASC Long Yuan (Benxi) held by Beijing Energine depending
on the transaction consideration. With the support from the controlling
shareholders, we will strive to seek business opportunities, proactively
develop international engineering business, and expand the scope of the core

business.

HUMAN RESOURCES AND REMUNERATION
POLICY

As at 31 December 2020, the Group had |3 employees (31 December
2019: 12 employees) in the Hong Kong head office and 19 employees (31
December 2019: 342 employees) in the offices of the PRC. Remuneration of
employee is determined according to individual employee's performance and
the prevailing trends in different areas and reviewed on an annual basis. The
Group also provides Mandatory Provident Fund and medical insurance to its
employees. In addition, discretionary performance bonus is available at the

discretion of the Directors.

Annual Report 2020  China Energine International (Holdings) Limited
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FINANCIAL REVIEW

Liquidity and Financial Resources

All the borrowings of the Group are denominated in Renminbi (“RMB") as
at 31 December 2020 and 2019. As Beijing Energine is no longer included
in the scope of consolidation, the aggregate principal and interest of the
guaranteed debts assumed by the Group as at 3|1 December 2020 due to its
guarantee obligations for its borrowings amounted to HK$ 1,005 million, and
the abovementioned borrowings in total amounted to HK$1,754 million as
at 31 December 2019.The abovementioned borrowings were determined at
market interest rate. The Group has not issued any financial instrument for

hedging or other purpose.

Financial Ratio

As at 31 December 2020, the Group's debt to asset ratio and debt ratio was
7.76, represented by the ratio of total liabilities to total assets (31 December
2019: 1.11).

Financial Position

The Group finances its working capital requirements through a combination
of internal resources generated from operations and borrowings. The Group
had pledged bank deposits, cash and cash equivalents of HK$20 million as at
31 December 2020, a decrease of HK$58 million compared to HK$78 million
as at 31 December 2019.

Distribution to Shareholders

There was no distribution to the Company's shareholders in the year 2020
(2019: nil).

Pledge of Assets

As at 31 December 2020, no material assets have been pledged (31
December 2019: nil).
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Exchange Exposures

Most of the Group's business transactions were conducted in RMB. The
Group expected that the exposure to exchange rates fluctuation was not
significant and therefore has not engaged in any hedging activities.

Contingent Liabilities

Disclosed in the announcement of the Company dated 9 December 2020,
the Company received a letter from a commercial bank that there might
be a situation where an associate of the Group may fail to timely repay the
aggregated loans of approximately RMB358 million, and two letters dated 22
April 2016 with the chop of the Company (the “Project Finance Letters")
were attached, requesting the Company to fulfill its commitment to allocate
its capital to ensure the full repayment of the bank loans in the future.

For the time being, the Group has reservation on the legal validity of the
Project Finance Letters and the related legal implication, the Group is seeking
assistance from legal advisor regarding the legal validity of this matter and will
continue to monitor the subsequent progress, reserve the right to defend,
in order to protect the legal rights and interests of the Company and will
inform its shareholders and other investors of any material development
in relation to the above issues by way of announcements as and when
appropriate.

Saved as disclosed above, the Group did not have any significant contingent
liabilities as at 31 December 2020 (31 December 2019: nil).

Subsequent Non-Adjusting Events

On | April 2021, trading in the shares of the Company on the Stock
Exchange has been suspended following the delay in its publication of
annual results for the year ended 31 December 2020. On 24 May 2021, the
Company received a resumption guidance (“Resumption Guidance”) letter
from the Stock Exchange requesting the Company to:

(i) publish all outstanding financial results required under the Listing Rules
and address any audit modifications;

(i) demonstrate the Company's compliance with Rule 13.24 of the Listing
Rules; and

(i) inform the market of all material information for the Company's
shareholders and investors to appraise the Company's position.

Annual Report 2020 ¢ China Energine International (Holdings) Limited
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The Company has taken following appropriate steps to fully comply with
the Resumption Guidance and the Listing Rules to the Stock Exchange's

satisfaction in order to have trading in the Company’s shares resumed.

The Company has published its 2020 annual results on the date of approval
of these consolidated financial statements. The Board has been making
upmost effort to improve the Group's operating performance and has
entered into intentional cooperation agreements to secure the business
opportunity in relation to the development of Operation of Wind Farm
segment, the principal business activity retained by the Group. However, as
certain pre-conditions for the implementation of the projects are yet to be
fulfilled, as at the date of approval of these consolidated financial statements,
no binding agreement has been entered into. Furthermore, the Company
has been granted for the grace period of amount due to CALT and has
obtained the letter of intent for conditional liquidity support from CALT;
looking for business opportunity in expanding the wind farm operations;
and conditionally acquire 15% equity interest of Longyuan Benxi for the
controlling interest. Up to the date of approval of these consolidated financial
statements, the resumption of trading of the Company's shares is under

approval from the Stock Exchange.

In addition, the guaranteed entrusted loan of HK$446,538,000 or
RMB400,000,000 borrowed from CALT repayable in April 2021 and the
counter-guaranteed loans of HK$368,395,000 or RMB330,000,000 borrowed
from ASTF repayable in 2021 as detailed in note 49(a)(i) to the consolidated
financial statements were defaulted between January and April 2021. After
the default dates, the Company, as a guarantor or counter-guarantor of these
loans, was requested by CALT to immediately fulfill its guarantee obligation

to repay the defaulted loans and interest totalling HK$889,341,000.

Saved as the above, no other matter or circumstance has arisen since 3|
December 2020 that has significantly affected, or may significantly affect
the Group's operations, the financial performance, or the Group's financial

position in future financial years.
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EXECUTIVE DIRECTORS

Mr. Han Qingping, aged 56, master degree holder, was appointed as
an executive Director with effect from 7 November 2019. Mr. Han was
appointed as chief executive officer on 2 December 2019 and re-designated

as Chairman and authorized representative on |5 April 2021.

Mr. Han served as deputy general manager of Beijing Energine, vice chairman
and general manager of Ares. Co. and president of China Asia Pacific Mobile
Communications Satellite Co,, Ltd. from 2004 to 2016, as president of China
Changzheng Rocket Co,, Ltd. from May 2016 to September 2017 and as vice-
chairman of China Changzheng Rocket Co., Ltd. from September 2017 to
October 2019.

Mr. Li Lei, aged 47, master degree holder; was appointed as an executive
Director with effect from 18 March 2020. Mr. Li was appointed as vice-
chairman on 18 March 2020 and re-designated as chief executive officer on
I5 April 2021.

Mr. Li served at a good amount of departments of CALT, since 1996,
including vice-chief of the Industrial Development Department, vice-chief
of the Business and Investment Department, head of management office of
Human Resource Department and head of management office of Operation
and Investment Department of CALT. Mr. Li has been the director of
Astrotech since August 2018.

Mr. Xu Jun, aged 52, master degree holder; qualified as a member of the
Chinese Institute of Certified Public Accountants. Mr. Xu was appointed as
an executive Director and financial controller with effect from | November
2014.

Since November 2005, he had successively been the Chief Accountant with
subsidiaries of CALT, namely, Long March Aerospace Control Engineering
Corporation, CALT Institute 18, and Aerospace Research Institute of

Materials & Processing Technology.

Annual Report 2020  China Energine International (Holdings) Limited

17



18

ERRERERBASZAAEH
BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

ERERE o B BRR_ZE—HE
+_B_HEZRABTES IR
—NE+—BtHEZFAREH-

FRER-ZE_EE_ZTAFHHEG
EW%&W%%?EEE RIBEAE
ER - )\FHBHEENAREERE
HEREFRRREEERERR  R°F
—N\EEZT-AE+ARBBENF
EXERNEAEFRRR

BUFRTES

BIEXE V5 HERLEMN FBAES
HEGHMREERF AR ESMAEE

RGE-

EEBZEZ N\FN\BEALRERE
BRMOBERAR (BRMMRSE 1 2009.HK) 2
NTIWE-B_Z_ZF )\ HEEEHM
International Holdings Limited (B&{AX5% :
8416 HK) 2 AEIME - BT —WE—A
EERKEREHMERBERAR (RMDK
$IST2HK) 2BITEE - BEZS S F—
AEFHRERNERMBRAR RO !
8156 HK) ZBIUFHITEST - BEZTTNE
MARTHXEERERAE BN
789.HK) ZBIFHTEE -BZZS—MEF
TERAEFLALEEBRAR (BRHA
R I92HK) ZBIUFHITEEREZT
—NEFZPRIMNERERERAR (Al
BIEBEMERERAR  BROMRSE:
BB3HK) ZBIUERTEZ - ARER TS
—NFHNBEEZZ—NF+—B%TEMR
£8 (R BRAE (R  8238.HK)
Zﬁjalﬁﬂﬁ%%%ﬂ%ﬂﬁ*‘?ﬁﬁﬁﬁﬁﬁﬁﬁ
(BHERZZ—N\F+—HAEZZT=Z
F+—A LW BRHOAR: I2|9.HK) &E_
E—+tE-BEZZ—N\FEF+ZHEEE
ABRMDBRAR B3R - 833.HK) ZIEH
TESH-

FEMXBRER (£E) BRAE « 2020F K

Mr. Wang Guanghui, aged 50, master degree holder, was appointed as
an executive Director with effect from 2 December 2019 and vice — chief

executive officer with effect from 7 November 2019,

Mr. Wang served as head of the finance department of nineteen office of
CALT from 2002 to 2009. He has been head of capital operation office and
investment management office of Business and Investment Department of
CALT from 2009 to 2018 and head of capital operation office of Industrial
Development Department of CALT from 2018 to October 2019.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Lau Fai Lawrence, age 49, master degree holder, is currently a
practising certified public accountant in Hong Kong and a fellow member of
the Association of Chartered Certified Accountants in the United Kingdom.

Mr. Lau is currently the company secretary of BBMG Corporation
(stock code: 2009.HK) since August 2008, the company secretary of HM
International Holdings Limited (stock code: 8416.HK) since August 2020,
an executive Director of Future World Financial Holdings Limited (stock
code: 572.HK) since January 2014, an independent non-executive director
of Sinopharm Tech Holdings Limited (stock code: 8156.HK) since January
2020, Artini Holdings Limited (stock code: 789.HK) since April 2008,
Titan Petrochemicals Group Limited (stock code: [192.HK) since March
2014 and Renco Holdings Group Limited (formerly known as “HKBridge
Financial Holdings Limited”) (stock code: 2323.HK) since March 2016. Mr.
Lau was an independent non-executive director of Winto Group (Holdings)
Limited (stock code: 8238.HK) between April 2019 and November 2019,
an independent non-executive director of Tenwow International Holdings
Limited, the share of which were formerly listed as 1219.HK between
November 2018 and November 2020, and a non-executive director of
Alltronics Holdings Limited (stock code: 833. HK) between March 2017 and
December 2018.
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Mr. Gordon Ng, aged 56, master degree holder, he was qualified as a
solicitor in England and Wales in 1993 and Hong Kong in 1994. He has been
the Head of Corporate Finance/Capital Market, Asia of an international law
firm since July 2013. Prior to that, he had been a partner of Sidley Austin
Brown & Wood, Hong Kong and CMS Cameron Mckenna, Hong Kong, Hogan
& Hartson, Hong Kong and O'Melveny & Myers, Hong Kong. He is currently
an independent non-executive director of Mainland Headwear Holdings Ltd.
(stock code: 1100) and ZTE Corporation (stock code: 763), the companies
listed on the Hong Kong Stock Exchange.

Mr. Li Dapeng, aged 64, PhD degree holder, processing extensive
experience relating to system development in capital market, Mr. Li had
been the Chief Architect with New York Mercantile Exchange during the
years 2001 to 2003; Chief Information Officer, and Chairman of Technology
Management Committee with Shanghai Futures Exchange during the
years from 2003 to 2010; CEO and founder of Shanghai Global Financial
Technology during the years 2010 to 2012; Senior Adviser to CEO with the
Hong Kong Exchanges and Clearing Ltd. during the period from March 2013
to May 2015. He has been the Chief Information Officer of Haier Financial
Group, offering the perspective on technology and risk management to the
group since June 2015. Mr. Li is currently an independent non-executive
director of LUZHENG FUTURES Company Limited (stock code: 1461).

SENIOR MANAGEMENT

Mr. Shen Jian, aged 57, a senior engineer, graduated from China Textile
University majoring in mechanical design. For the period from 1993 to 2011,
he has been an engineer of the technology department, deputy director and
director of the equipment factory of Beijing Long March Hitech Corporation,
general manager of Beijing Aerospace Sanjin Technology Development
Company, and deputy general manager and general manager of certain
subsidiaries of the Group. Mr. Shen has over |2 years of extensive experience
in the wind power equipment manufacturing industry. He was appointed
as an assistant to president of the Company in February 2011 and was

appointed as a Vice President of the Company since 30 March 2017.

Annual Report 2020  China Energine International (Holdings) Limited
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The Directors present their report and the audited consolidated financial

statements of the Group for the year ended 31 December 2020.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and the activities
of its principal subsidiaries, associates and joint ventures are set out in notes
26, 27 and 28 respectively, to the consolidated financial statements of the
Group.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2020 are set out
in the Consolidated Statement of Profit or Loss and Other Comprehensive

Income on pages 86 to 87.

The Directors adopt a dividend policy on 24 December 2019. Detail terms

of the policy are set out in the Corporate Governance Report.

The Directors do not recommend the payment of final dividend for the year
ended 31 December 2020. No dividend has been declared by the Company
for the year ended 31 December 2020 (2019: nil).

BUSINESS REVIEW

Business performance, business review, financial review as well as prospects
and strategies of the Group are set out in the section “Management
Discussion and Analysis™ in this annual report. Certain key financial indicators
are provided in the section “Group Financial Highlights” in this annual report.
Since the end of the financial year under review, save as disclosed in this
annual report, there are no significant events that have a material impact on

the Group.
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CHARITABLE DONATION

There was no donation made by the Group during the year (2019: Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Group during
the year are set out in note 2| to the consolidated financial statements of

the Group.

SHARE CAPITAL

Details of the share capital of the Company are set out in Note 44 to the

consolidated financial statements.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company's listed securities during the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles or the laws
of the Cayman Islands, which would oblige the Company to offer new shares

on a pro-rata basis to existing shareholders.

SHARE OPTION SCHEME

During the year 2020, the Company has no share option scheme adopted in

place.
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DISTRIBUTABLE RESERVES

Distributable reserves of the Company as at 31 December 2020, calculated
under the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and
revised), of the Cayman Islands, amounted to nil (2019: nil). The share
premium account of the Company is available for distribution or paying
dividends to the Shareholders subject to the provisions of the Articles and
provided that immediately following the distribution or the payment of
dividends, the Company is able to pay its debts immediately as they fall due

in the ordinary course of business.

DIRECTORS

The Directors during the year ended 31 December 2020 and up to the date

of this annual report are as follows:

Executive Directors

Mr. Han Qingping
Mr. Li Lei
(appointed on 18 March 2020)
Mr. Xu Jun
Mr.Wang Guanghui
Mr. Liu Zhiwei
(resigned on 15 April 2021)

Independent Non-executive Directors

Mr. Lau Fai Lawrence
(appointed on 18 March 2020)
Mr. Gordon Ng
Mr. Li Dapeng
Ms. Kan Lai Kuen, Alice
(resigned on |8 March 2020)
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Each of executive Directors has entered into a service contract with the
Company without a specific term. Each of independent non-executive

Directors was appointed or re-appointed with a fixed term of 3 years.

Pursuant to the article no. |16 of the Articles, at each annual general
meeting, one-third of the Directors shall retire from office by rotation and
a retiring Director shall retain office until the close of the meeting at which
he retires, and shall be eligible for re-election thereat. In this connection,
Mr. Xu Jun, Mr. Gordon Ng and Mr. Li Dapeng shall retire from office at the
conclusion of the 2021 AGM and they, being eligible, will offer themselves for

re-election.

The Company has received, from each of the independent non-executive
Directors, an annual confirmation of her or his independence pursuant to
rule 3.13 of the Listing Rules. The Company considers all independent non-
executive Directors have been independent from throughout the year ended
to 31 December 2020 and remain independent as of the date of this annual

report.

DIRECTORS’ SERVICE CONTRACTS

Save as disclosed above, none of the Directors proposed for re-election
at the 2021 AGM has a service contract with the Company or any of its
subsidiaries, which is not determinable by the Company within one year

without payment of compensation, other than statutory compensation.
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DIRECTORS’ EMOLUMENTS

The emoluments of the Directors are proposed by the Remuneration
Committee to the Board, having regard to the Company's operating results,
individual performance and comparable market statistics, subject to the final

decision at the discretion of the Board.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS

No transactions, arrangements and contracts of significance to which the
Company, or any of its subsidiaries, its holding companies or its fellow
subsidiaries was party and in which a Director of the Company had a
material interest, either directly or indirectly, subsisted at the end of the year

or at any time during the year.

CONTROLLING SHAREHOLDERS’ INTEREST IN
CONTRACTS OF SIGNIFICANCE

Save as disclosed in the section “Connected Transactions” in this annual
report, no contract of significance had been entered into between the
Company or any of its subsidiaries, and any controlling shareholder (as

defined in the Listing Rules) of the Company or any of its subsidiaries.

PERMITTED INDEMNITY PROVISIONS

Under the Bye-laws, and subject to the applicable laws and regulations, the
directors and officers of the Group shall be indemnified out of the assets
and profits of the Company from or against all actions, costs, charges,
losses, damages and expenses which they or any of them may incur or
sustain in or about the execution of their duty in their offices provided
that such indemnity does not extend to any matter in respect of any
fraud or dishonesty. Such permitted indemnity provision has been in force
throughout the year ended 31 December 2020. The Company has arranged
for appropriate directors’ and officers’ liability insurance coverage for the

directors and officers of the Group.
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EQUITY-LINKED AGREEMENTS

No equity-linked agreements entered into by the Company subsisted at the

end of the year or at any time during the year.

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2020, none of the Directors and chief executives
of the Company or their respective associates had any interest or short
positions in the shares, underlying shares and debentures of the Company
and its associated corporations (within the meaning of Part XV of the
SFO) which are required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they are taken or deemed to have under
such provisions of SFO), or to be recorded in the register required to be
maintained pursuant to Section 352 of the SFO, or otherwise to be notified
to the Company or the Stock Exchange pursuant to the Model Code for

Securities Transaction by Directors of Listed Companies in the Listing Rules.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year was the Company, its subsidiaries or any of
its associated corporations (within the meaning of Part XV of the SFO) a
party to any arrangements to enable the Directors of the Company or their
associates (as defined in the Listing Rules) to acquire benefits by means of
acquisition of shares in, or debentures of, the Company or any other body

corporate.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

As at the date of this annual report, none of the Directors or their respective
close associates had interests in businesses which compete or are likely to
compete either directly or indirectly with the businesses of the Group as are

required to be disclosed pursuant to the Listing Rules.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 3| December 2020, so far as is known to the Directors, the persons/
entities who had an interest or short position in the shares and underlying
shares of the Company which would fall to be disclosed to the Company
and the Stock Exchange under provisions of Division 2 and 3 of Part XV of
the SFO, or, who were, directly or indirectly, interested in 10% or more of
the nominal value of any class of share capital carrying rights to vote in all
circumstances at general meetings of any other member of the Group and
the amount of each of such persons’ interest in such securities or in any

options in respect of such capital were as follows:

IRESST AL
Approximately
21 513 Ledbg o g=] Percentage of
Name Capacity Number of Shares shareholding
HinAa BEXEG B EE (Wat2) 2,649,244,000 (L) 60.64%
CASC Interest of a controlled corporation
(Note 2)
K HT PR BEXEG B EE (Wat2) 2,649,244,000 (L) 60.64%
CALT Interest of a controlled corporation
(Note 2)
Astrotech BREAA (Wiz2) 2,649,244,000 (L) 60.64%
Astrotech Beneficial owner (Note 2)
izt Note:

LERERERNHZRAE -

2. ZERMANE 2 EHE A B)Astrotech
FR - ANERATMENZENBAG %
RESRAERA PRERAERBEES
B AstrotechFF52,649,244,0008% & 15 2 &
o

FEMXBRER (£E) BRAE « 2020F K

The letter “L" denotes the shareholder’s long position in the Shares.

2. These shares are held by Astrotech, a company wholly owned by CALT. CALT is
a wholly-owned subsidiary of CASC. By virtue of the SFO, CASC and CALT are
deemed to be interested in the 2,649,244,000 Shares held by Astrotech.
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Save as disclosed herein, according to the register of interests kept by the
Company under Section 336 of the SFO and so far as was known to the
Directors, there is no other person/entity who, as at 31 December 2020,
had any interest or short position in the shares and underlying shares of the
Company which would fall to be disclosed to the Company under provisions
of Divisions 2 and 3 of Part XV of the SFO or who was, directly or indirectly,
interested in 10% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings of any

member of the Group or in any options in respect of such capital.

CONNECTED TRANSACTIONS

During the year, the Group has entered into the following connected
transactions which are required to be disclosed in accordance with Chapter
[4A of the Listing Rules:

Connected Transactions

Loans from Shareholder or Fellow Subsidiary

There were loans advances from CALT through CASC's subsidiary,
Aerospace Science and Technology Finance Co. Ltd. (*ASTF") or from ASTF
(with guarantee from CALT and counter-guarantee by the Company) to
Beijing Energine as set out in notes 33, 40, 41 and 49 to the consolidated

financial statements.

Since CALT and CASC are intermediate major shareholder and ultimate
major shareholder, of the Company respectively and ATSF is a CASC's
subsidiary, the loans were connected transactions yet they were exempted
from requirements of disclosure, reporting and shareholders' approval by
virtue of interests relating to the loans being of commercial terms or better
to Beijing Energine and no security made for the loans under Chapter 14A of

the Listing Rules.
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SIGNIFICANT RELATED PARTY
TRANSACTIONS

The continuing connected transactions disclosed above also constitute
related party transactions under the Hong Kong Financial Reporting
Standards. Save as the connected transactions disclosed above, no other
related party transactions are connected transactions under Chapter [4A of
the Listing Rules.

A summary of significant related party transactions made during the year was

disclosed in note 49 to the consolidated financial statements of the Group.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 3| December 2020, turnover attributable to the five
largest customers of the Group accounted for over 99% of the Group's
turnover and turnover attributable to the Group's largest customer
accounted for approximately 94% of the Group's turnover. For the year
ended 31 December 2020, purchases attributable to the five largest suppliers
of the Group accounted for approximately 55% of the Group's purchases
and purchases attributable to the Group's largest supplier accounted for
approximately 15% of the Group's purchases. None of the Directors, their
associates or, to the best knowledge of the Directors, any shareholder who
owns more than 5% of the Company's issued share capital had any interests

in the above five largest customers or suppliers.
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PUBLIC FLOAT

Based on the information that is publicly available to the Company and to
the knowledge of the Directors, the Company has maintained the minimum
public float of 25% as required under the Listing Rules throughout the year
ended 31 December 2020 and up to the date of this annual report.

CORPORATE GOVERNANCE REPORT

The Group is committed to maintaining a high level of corporate governance
practices. A detailed Corporate Governance Report of the Company for the

year is set out on pages 3| to 51 of this annual report.

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

A detailed Environmental, Social and Governance Report of the Company for

the vyear is set out on pages 52 to 79 of this report.

EVENTS AFTER THE REPORTING PERIOD

Details of significant events occurred after the reporting period are set
out in Note 50 to the consolidated financial statements and the section of

“subsequent non-adjusting events” on pages |15 to 16 of this annual report.

ANNUAL GENERAL MEETING

The 2021 AGM is currently planned to be held on 30 September 2021. A
notice convening the 2021 AGM and all other relevant documents will be

published and dispatched to the Shareholders in due course.
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AUDITOR

RSM Hong Kong (“RSM") was appointed as auditor of the Company on 5

January 2021 following the resignation of Deloitte Touche Tohmatsu.

The consolidated financial statements of the Group for the Year have
been audited by RSM who will retire and, being eligible, offer itself for re-

appointment at the forthcoming annual general meeting of the Company.

On behalf of the Board

Han Qingping
Chairman and Executive Director

Hong Kong, 31 August 2021
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This report describes the Company's corporate governance practices
and explains the application of the principles in the CG Code set out in
Appendix 14 to the Listing Rules for the year ended 31 December 2020 (the
“Year") and includes any significant subsequent events for the period up to

the date of this report.

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of corporate
governance. The Company recognises that corporate governance practices
are fundamental to the smooth, effective and transparent operation of
a company and its ability to attract investment, protect the rights of

shareholders and enhance shareholder value.

The Company has applied the principles and complied with all code
provisions and, where appropriate, adopted the recommended best practices
set out in the CG Code throughout the Year.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding directors’ securities
transactions on terms no less exacting than the required standard of dealings
set out in the Model Code. The Company had made specific enquiries of
each Director, all Directors have complied with such code of conduct and
the required standard of dealings regarding securities transactions throughout

the Year.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles of the chairman and chief executive officer are separate and
exercised by different individuals in order to reinforce their respective
independence, accountability and responsibility, and to avoid power

concentrating in any one individual.
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The chairman of the Board is mainly responsible for ensuring that the
Board is functioning properly, with good corporate governance practices
and procedures; and appropriate steps are taken to provide effective
communication with shareholders and that their views are communicated to
the Board as a whole. The chief executive officer of the Group, supported
by the executive directors and senior management, is mainly responsible
for managing the Group's businesses, including the implementation of major

strategies and initiatives adopted by the Board.

BOARD OF DIRECTORS

During the Year and up to the date of this report, the Board comprises:

Executive Directors

Mr. Han Qingping
Mr. Li Lei
(appointed on 18 March 2020)
Mr. Xu Jun
Mr.Wang Guanghui
Mr. Liu Zhiwei
(resigned on 15 April 2021)

Independent Non-Executive Directors

Mr. Lau Fai Lawrence
(appointed on |8 March 2020)
Mr. Gordon Ng
Mr. Li Dapeng
Ms. Kan Lai Kuen, Alice
(resigned on |8 March 2020)

Save as disclosed in this section, to the best knowledge of the Company,
there is no financial, business, family or other material/relevant relationship

among the members of the Board.
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Exgez ((E5gexk) SFERVET Meetings of the Board (the “Board Meetings") are held at least four times a
@ Rx EEgg year at approximately quarterly intervals. Regular Board Meetings of the year

—A’%@§—1k°¢¢ EZEHER
ENOREL LERAEFEH
L%ﬂ CHEHAKS &F%%%oi\ﬁ%%%i@% so as to give them an opportunity to attend. All Directors are given an

HE& 148 are scheduled in advance and at least 14 days' notice is given to Directors

KMERSREEMAESTEERRTE & opportunity to include matters in the agenda for the Board Meetings. The

EORBHEERNBETESAIEL Directors may attend a meeting in person or may participate by means of

i_ﬁﬂé“ﬁ (Fﬁﬁ HEgZALHEERE a conference telephone or similar communication equipment by means of

B Z2HRBHEEGH which all persons participating in the meeting are capable of hearing each
other.

BEHESeERIN ESCEERTA Apart from the regular Board Meetings, the chairman of the Board also
HUATESAESNERTEREREY held a meeting with all independent non-executive Directors, without the
FEHMITESEIT T —NgEo presence of the other executive Directors.

EFEEHETISNEFEEE — KR During the Year, 18 Board Meetings, | extraordinary general meeting and the
BHAER—REAREDREBEFEAE (= annual general meeting of the Company (“2020 AGM") were held, at which
STTFRFEAFAG)) BEFHERZ  the attendance of each Director is set out as follows:
EEENBEREIIWT !

(HE 847 FERY
Number of Meetings
(Attended/Held)
k. Jenk 23
EEECE RRBUAT REAFEAT

Extraordinary

Board General

Meetings Meeting 2020 AGM
BITESR Executive Directors
BETLL Mr. Han Qingping 18/18 1/ 1/
EERE W) Mr. Li Lei (Note (1)) 15/15 TEAN/A 1/
FFIE Tt Mr. Xu Jun 18/18 1/ 1/
FrEEL Mr. Wang Guanghui 18/18 1/ /1
BEREE WiZ02) Mr. Liu Zhiwei (Note (2)) 18/18 1/ /1
BIERITES Independent Non-Executive Directors
2R (W2 03)) Mr. Lau Fai Lawrence (Note (3)) 15/15 N FIN/A /]
REREE Mr. Gordon Ng 18/18 1/ /1
FREERE Mr. Li Dapeng 18/18 /1 1/
BRIB X T (Ha24) Ms. Kan Lai Kuen, Alice (Note (4)) 3/3 /1 B AN/A
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(I)  appointed as an executive director on |8 March 2020
(2)  resigned as an executive director on |5 April 2021

(3)  appointed as an independent non-executive director on 18 March 2020

(4)  resigned as an independent non-executive director on 18 March 2020

The Board is responsible for determining those matters that are to be
retained for full Board including, but not limited to, overall strategy and
long-term objectives, new business activities, annual budgets, business
plans and financial statements, interim and final results announcements,
material acquisitions and disposals of assets, investments, capital projects
and commitments, annual internal control assessment, funding and risk

management policies as well as connected transactions.

The Board has delegated the day-to-day responsibility in respect of
management and administrative functions to management including, but not
limited to, implementing and achieving the strategies and objectives set by
the Board as well as overseeing the performance of different business units/
departments and monitoring and implementing proper risk management and

internal controls systems.
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Corporate Governance Function

The Board is responsible for performing the corporate governance duties.
The terms of reference of Corporate Governance Functions was adopted by
the Board on 30 March 2012. The main corporate governance duties which

are being performed by the Board are as follows:

(i)  to develop and review the Company's policies and practices on

corporate governance;

(i) to review and monitor the training and continuous professional

development of Directors and senior management;

(i) to review and monitor the Company's policies and practices on

compliance with legal and regulatory requirements;

(iv)  to develop, review and monitor the code of conduct and compliance

manual, if any, applicable to employees and Directors; and

(v)  to review the Company's compliance with the code and disclosure in

the Corporate Governance Report.

Independent Non-Executive Directors

There are currently three independent non-executive Directors. Each of the
independent non-executive Director was appointed or re-appointed with a

fixed term of 3 years.

During the vear ended 31 December 2020 and up to the date of this report,
the Board at all times met the requirements of the rules 3.10(1), 3.10(2)
and 3.10A of the Listing Rules in appointment of a sufficient number of
three independent non-executive Directors, at least one third of the Board,
one of whom has appropriate professional qualifications, accounting and
financial management expertise. All independent non-executive Directors
bring independent judgment on issues of strategy, policy, performance,
accountability, resources, key appointments and standards of conduct through
their participating in the Board Meetings and the meetings of the Board

Committees.
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The Company has received from each of the independent non-executive
Directors their annual confirmation of independence and considered that
each of the independent non-executive Directors is independent upon taking
into factors for assessing independence as set out in rule 3.13 of the Listing

Rules.

Board Diversity Policy

The Board has adopted a board diversity policy (the “Board Diversity
Policy™). In determining the composition of the Board, the Company
considers whether a candidate will bring potential complementary benefits
to the Board and contribute to the improvement of the overall competence,

experience and expertise of the Board.

The Company may consider the diversity of the composition of the Board in
various aspects, including professional experience and qualifications, gender,
age, ethnicity, and cultural and educational background, as well as any other

factors that the Board from time to time deems relevant and appropriate.

Selection of candidates will be based on a range of diversity perspectives,
including but not limited to experience and expertise, professional
experience and qualifications, gender, age, ethnicity and cultural and
educational background. The Board, through the Nomination Committee, will

review this policy as and when appropriate to ensure its effectiveness.
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Continuous Professional Development of Directors

The Directors acknowledge the need to continue to develop and refresh
their knowledge and skills for making contributions to the Company.
The participation by individual Directors in the continuous professional
development program with appropriate emphasis on the roles, functions and

duties of a director of the Company in the Year is recorded as follows:

WSAEN SAMHE/
2EaH BRED
Reading Attending
monthly updates Seminars/

and reference development

materials programmes
BTES Executive Directors
BETRE Mr. Han Qingping v v/
FEIE Mr Li Lei v v
IRt Mr. Xu Jun v v
ToeERE Mr. Wang Guanghui v v
AEREE Mr. Liu Zhiwei v v
BIERITES Independent Non-executive Directors
2|EEE Mr. Lau Fai Lawrence v v
REREE Mr. Gordon Ng v v
FREERE Mr. Li Dapeng v v/
BRELLT Ms. Kan Lai Kuen, Alice RERANIA REANIA

EEREHRITHABRE

ARBDERAHEERBRITRABRRHE
ERBERTHAEBERERE (EEhER
THABRE)) - ARTDSERTEXRT
EERERITBRAEREZFRE VRER
BRAZBERMBENURRERR
BEDEARDEZRSRITRASRMIRE
HRBRFEE - REAFE BEHNESZY
RE-

Insurance for Directors and Officers

The Company has arranged Directors’ and Officers’ Liability Insurance
("D&O Insurance”) for Directors and officers of the Company. The Company
undertakes an annual review of the Company's D&O Insurance policy in
terms of the amount of cover, the reputation and financial strength of the
potential insurer and the provisions of the insurance policy to ensure that
sufficient cover and protection are provided to the Directors and officers of

the Company. During the Year, no claim was made against the Directors.
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BOARD COMMITTEES

Remuneration Committee

As at the date of this report, the Remuneration Committee comprises

four members, one executive Director namely Mr. Han Qingping; and three

independent non-executive Directors, namely Mr. Gordon Ng, Mr. Lau Fai

Lawrence and Mr. Li Dapeng. The chairman of the Remuneration Committee
is Mr. Gordon Ng.

The Board adopted terms of reference of the Remuneration Committee

on 30 March 2012.The main duties of the Remuneration Committee are as

follows:

i)

(i

(i)

(iv)

(vii)

to recommend to the Board on the Company's policy and structure

for all Directors’ and senior management's remuneration;

to review and approve the management's remuneration proposals with

reference to the Board's corporate goals and objectives;

to recommend to the Board on the remuneration packages of

individual executive Directors and senior management;

to recommend to the Board on the remuneration of non-executive

Directors;

to review and approve compensation payable to executive Directors
and senior management for any loss or termination of office or

appointment;

to review and approve compensation arrangements relating to

dismissal or removal of Directors for misconduct; and

to ensure that no director or any of his associates is involved in

deciding his own remuneration.
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During the Year, two meetings of the Remuneration Committee were held,
at which the attendance record of each committee member is set out as
follows:

(HifE817) FER¥
Number of
Meetings
(Attended/Held)

Remuneration Committee Members
Mr. Gordon Ng (Chairman) 212
Mr. Han Qingping 2/2
Mr. Lau Fai Lawrence 212
Mr. Li Dapeng 2/2

The work performed by the Remuneration Committee for the Year was
pursuant to the terms of reference of the Remuneration Committee and is

summarised below:

(i) reviewed and recommended to the Board on the existing
remuneration policy (structure and procedure) for all Directors” and

senior management's remuneration;

(i) recommended to the Board on the amount of remuneration to be
paid to each executive Director and senior management member for

the Year with reference to corporate goals and objectives; and

(i) recommended to the Board on remuneration proposals for the new

appointed chairman of the Board.

The remuneration of the Directors and senior management of the Company

EABEEREREEASRFNGER for the year ended 31 December 2020 by band is set out below:
DZHEHHOT

A
Number of
individuals
T % 1,000,000 7T Nil to HK$1,000,000 7
1,000,001 7T £ 1,500,000 7T HK$1,000,001 to HK$ 1,500,000 3
10

Annual Report 2020  China Energine International (Holdings) Limited

39



40

EXELIREE

CORPORATE GOVERNANCE REPORT

RAESE

RERERH RLZEEHIAMEE
B AR AMBRATEERETRERT
BRE  R=RBUFMTEFHERE
REBRAERFABAE - RLZEEE
EREETRE-

EFEN_T-"HF-A=+HRMES
ZECHRELE -EFEN_T-NEZ
BZ+RBEITHESE E2HbEE
AT ZHMET TR EASSFE—H B
FETNR_T-N\E+ZAZTHHKEM
REHR RERLZEERRERERE
EEANERARMVRELEF RERE
Ao

RHREZEGZEIBHENT

() BLEERIABFGZHREAHK
AL (B FERCRE ~ M S S BR) » Wt
ERREERAE 2 ABREMEEH
EFEFHZEPRMBERS

(ih NEFAEIEFERNEERZA
T UMRERRERALLHEES
MEFgRMERRS

(i) TRBUFRTEFZHBIUML;

(v) RECABHEAEEREE (LR
HEANSIEEERAY) BEH A
EEEIRMBERS ;

v) BEEFEMEZTEER WLEX
Fr) RESERARTEFTEMES
TEBUERM & E M B 5t 8 B RN ER
EE UNEBFELEERARS AR
BREGER &

FEMXBRER (£E) BRAE « 2020F K

Nomination Committee

As at the date of this report, the Nomination Committee comprises five
members, two executive Directors namely Mr. Han Qingping and Mr
Li Lei; and three independent non-executive Directors, namely Mr Lau
Fai Lawrence, Mr. Gordon Ng and Mr Li Dapeng. The chairman of the
Nomination Committee is Mr. Han Qingping.

The Board adopted terms of reference of the Nomination Committee on 30
March 2012.The Board revised the terms of reference to be aligned with the
new code provision A.5.5 of the CG Code on 26 February 2019.The Board
also adopted a nomination policy providing the nomination procedures,
process and criteria which shall be adopted by the Nomination Committee

to select and recommend candidates for directorship on 24 December 2018.

The main duties of the Nomination Committee are as follows:

(i)  to review the structure, size and composition (including the skills,
knowledge and experience) of the Board at least annually and
make recommendations on any proposed change to the Board to

complement the Company's corporate strategy;

(i) to identify individuals suitably qualified to become Board members and
make recommendations to the Board on the selection of individuals

nominated for directorship;

(iii)  to assess the independence of independent non-executive Directors;

(iv) to make recommendations to the Board on the appointment or re-
appointment of Directors and succession planning for Directors, in

particular the chairman and the chief executive of the Company;

(v)  to review the policy on Board diversity (as above) and the measurable
objectives that the Board has set for implementing the Board diversity
policy, and the progress on achieving the objectives; and make
disclosure of its review results in the corporate governance report

annually; and
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(vi)  where the Board proposes a resolution to elect an individual as

an independent non-executive director at the general meeting, the

Nomination Committee should set out in the circular to shareholders

and/or explanatory statement accompanying the notice of the relevant

general meeting:

(a)  the process used for identifying the individual and why the Board

believes the individual should be elected and the reasons why it

considers the individual to be independent;

(b) if the proposed independent non-executive director will be

holding their seventh (or more) listed company directorship, why

the Board believes the individual would still be able to devote

sufficient time to the Board;

(c) the perspectives, skills and experience that the individual can

bring to the Board; and

(d)  how the individual contributes to diversity of the Board.

During the Year, two meetings of the Nomination Committee were held,

at which the attendance record of each committee member is set out as

follows:

Nomination Committee Members
Mr. Han Qingping (Chairman)

Mr. Li Lei

Mr. Lau Fai Lawrence

Mr. Gordon Ng

Mr. Li Dapeng

Mr. Liu Zhiwei (Ex-Chairman)

(HEB47) FERY
Number of

Meetings
(Attended/Held)

2/2
2/2
2/2
2/2
2/2
2/2
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The work performed by the Nomination Committee for the Year was
pursuant to the terms of reference of the Nomination Committee and is

summarised below:

(i)  reviewed the structure, size and composition (including the skills,
knowledge and experience) of the Board to implement the Company's

corporate strategy;

(i) assessed the independence of independent non-executive Directors

pursuant to the Listing Rules;

(i) recommended to the Board on the change of each of the chairman
of the Board, the Nomination Committee, and Development and

Investment Committee;

(iv) recommended to the Board on the re-appointment of one

independent non-executive Director; and

(v)  recommended to the Board on the re-appointment of the retiring
Directors who have offered themselves for re-election at the 2018
AGM.

Any Director appointed (i) to fill a casual vacancy shall hold office only until
the first general meeting of shareholders subsequent to his appointment
and be subject to re-election at such meeting; and (i) as an addition to
the existing Board shall hold office until the next following annual general
meeting and shall then be eligible for re-election at such meeting under the
Articles.

Audit Committee

As at the date of this report, the Audit Committee comprises three
members, namely Mr. Lau Fai Lawrence, Mr. Gordon Ng and Mr. Li Dapeng,
and all of the committee members are independent non-executive Directors.
The chairman of the Audit Committee is Mr. Lau Fai Lawrence, with
appropriate professional qualifications, accounting and financial management

expertise.
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The Board adopted and revised terms of reference of the Audit Committee
on 30 March 2012 and on 24 March 2015 respectively. The Board further
revised the terms of reference to be aligned with the revised code provision
C.3.2 of the CG Code on 26 February 2019. The main duties of the Audit

Committee are as follows:

(if)

(ii)

(iv)

(vii)

(viii)

to recommend to the Board on the appointment, re-appointment and
removal of the external auditor, and to approve the remuneration
and terms of engagement of the external auditor, and to answer any

questions of its resignation or dismissal;

to review and monitor the external auditor’s independence and
objectivity and the effectiveness of the audit process in accordance

with applicable standards;

to monitor the integrity of the Company's financial statements, annual
report and accounts and half-year report and to review any significant

financial reporting judgments contained therein;

to review the Company's financial controls, risk management and

internal control systems;

to discuss the risk management and internal control systems with
management to ensure that management has performed its duty to

have effective internal control systems;

to consider major investigation findings on risk management and
internal control matters as delegated by the Board or on its own

initiative and management's response to these findings;

to ensure co-ordination between the internal and external auditors
and to ensure that the internal audit function is adequately resourced,
has appropriate standing within the Company and to review and

monitor its effectiveness; and

to review the Group's financial accounting policies and practices.
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During the Year, two meetings of the Audit Committee were held, at which

the attendance record of each committee member is set out as follows:

(HFE817) FHRY
Number of

Meetings
(Attended/Held)

Audit Committee Members

Mr. Lau Fai Lawrence (Chairman) 212
Mr. Gordon Ng 2/2
Mr. Li Dapeng 212

The work performed by the Audit Committee for the Year was pursuant to

the terms of reference of the Audit Committee and is summarised below:—

()

(if)

(i)

reviewed and discussed with the external auditor of the Company,
before submission to the Board the Company's consolidated financial
statements in the annual report, interim report and significant financial
reporting judgments contained therein for monitoring the integrity of

the reports;

reviewed the reports from the internal audit department on
assessment of the effectiveness of risk management and the internal
control system of the Group covering material controls for financial,

operational, compliance and risk management; and

reviewed and made recommendation to the Board on re-appointment

of external auditor.

Development and Investment Committee

As at the date of this report, the Development and Investment Committee

comprises five members, namely Mr. Han Qingping, Mr. Li Lei, Mr. Xu Jun, Mr.

Wang Guanghui and Mr. Li Dapeng. The chairman of the Development and

Investment Committee is Mr. Han Qingping.
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The main duty of the Development and Investment Committee is to make
recommendations to the Board on the Group's development and investment
plan and strategies. No meeting of the Development and Investment
Committee was held during the Year. However, one meeting of the Board was
held with full Board members, for discussing and approving the business plan
and budget for the Year.

AUDITOR’S REMUNERATION

The Company has engaged RSM Hong Kong as its external auditor subject to
re-appointment by the Shareholders at the 2021 AGM.

The aggregate remuneration in respect of services provided by RSM Hong

Kong for the Year paid or payable to them is set out as follows:

TET
HK$'000

2,580

THE MEMORANDUM AND ARTICLES OF
ASSOCIATION OF THE COMPANY

There were no changes in the Memorandum and Articles of Association of

the Company during the Year.

DIRECTORS’ RESPONSIBILITY FOR
FINANCIAL STATEMENTS AND AUDITOR’S
RESPONSIBILITY

All Directors acknowledge their responsibility for preparing the consolidated
financial statements of the Company for the year ended 3| December
2020 and of ensuring that the preparation of the consolidated financial
statements of the Company is in accordance with the applicable standards
and requirements. The statement of the Auditor about their reporting
responsibilities on the financial statements of the Group is set out in the

Independent Auditor's Report on pages 80 to 85 of the Annual Report.
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ACTIONS TAKEN BY THE COMPANY TO ADDRESS RELEVANT
DISCLAIMER OF OPINION

As disclosed in sections headed “Disclaimer of Opinion” and “Basis for
Disclaimer of Opinion” in the independent auditor's report contained on
pages 80 to 85 of the Annual Report, the auditor of the Company, RSM
Hong Kong (“Auditor”), had disclaimed their opinion on the consolidated
financial statements of the Group for the year ended 3| December 2020.
The Company has taken actions to address the relevant audit qualifications.
Actions taken by the Company to address relevant disclaimer of opinion in
the consolidated financial statements of the Group for the year ended 31

December 2020 are set out below:

Going Concern

The Board, after their assessment of the financial and operational position
of the Group, have implemented a series of cost-cutting measures, including
but not limited to, dismissal of redundancy. The Group will continue to look
for opportunities to streamline its assets, business and corporate structure in

order to raise working capital.

The Board has been making upmost effort to improve the Group's operating
performance, entered into intentional cooperation agreements to secure the

business opportunity in relation to the development of wind farms.

Furthermore, the Board has been actively strive for the grace period of
shareholder loans and liquidity support from the controlling shareholder;
looking for business opportunity in expanding the wind farm operations; and
conditionally acquire the 15% equity interest of CASC Long Yuan (Benxi)

wind farm for the controlling interest.

The Company's audit committee and Directors take the view that upon
successful completion of the above plans and measures, the above plans and

measures should be adequate to address the underlying going concern issues.

The consolidated financial statements for the year ended 31 December 2020
have been prepared on a going concern basis on the assumption that the
proposed plans and measures of the Company will be successfully completed,
and that, following the plans and measures, the Group will continue to meet

in full its financial obligations as they fall due in the foreseeable future.
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Certain plans and measures have been taken to mitigate the liquidity position

and to improve the Group's financial position which include, but are not

limited to, the followings:

()

(if)

The Group has been actively negotiating with CALT to obtain sufficient
financial support from CALT to enable the Group to continue its
operations and for not demanding the Company to fulfill its counter
guarantee and guarantee obligations in respect of the amount due to
CALT by the Company as at 31 December 2020 of HK$508,564,000
and financial guarantee contract liabilities as at 31 December 2020
of HK$496,479,000 arising from certain counter-guaranteed loans
borrowed by a deconsolidated subsidiary of the Company including
interest payable totalling HK$889,341,000 and a guaranteed loan of
HK$475,263,000 or RMB400,000,000 advanced from CALT to the
Company through ASTF, a fellow subsidiary of the Company, as the
trustee, and both of which were due currently or within twelve months
from 31 December 2020.

On 20 May 2021, CALT issued the Company a letter undertaking not
to demand repayment from the Company for the aforesaid guarantee
obligations and to provide all necessary financial support to the
Company. Such undertakings are effective for 18 months from the

issue date of the letter.

The Group has been arranging for settlement of part of the balances
outstanding to its creditors. The Group has ongoing communication
with its creditors, and monitored closely any settlement requests of
trade payables. In the opinion of the directors of the Company, it is
expected that the Group could further negotiate with its creditors and

agree on the settlement arrangements where applicable.
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Notwithstanding the above, since the execution of the above plans and
measures are in progress, significant uncertainties exist as to whether
management of the Group will be able to achieve its plans and measures
as described above. Whether the Group will be able to continue as a going
concern would depend upon the Group's ability to generate adequate
financing and operating cash flows through the successful agreement with the

Group's creditors of settlement arrangements where applicable.

Accordingly, a material uncertainty exists that may cast significant doubt on
the Group's ability to continue as a going concern and therefore the Group
may be unable to realise its assets and discharge its liabilities in the normal

course of business.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board has the overall responsibility for maintaining sound and effective
internal controls to safeguard the shareholders’ investment and the Group's
assets. The Group's risk management and internal control systems are
designed to provide reasonable assurance that material misstatements
or losses can be avoided, and to manage and minimise risks of failure in

operational systems.

The Board, with the assistance of the Audit Committee, has reviewed
the effectiveness of risk management and internal control systems of the
Group. The internal audit team of the Company performs regular reviews
of all material controls, including risk management, financial, operational
and compliance controls of the Group and evaluates their adequacy and
effectiveness on a continuing basis. The annual audit plan is discussed and
agreed every year with the Audit Committee. A report of audit findings
is submitted to the members of the Audit Committee, discussed at the
meetings of the Audit Committee and then report to the Board. The
audit reports are then followed up by the internal audit team to ensure
recommended actions have been taken on the findings previously identified
such that they are properly resolved. Internal audits are designed to
provide the Board with reasonable assurance that sound and effective risk
management and internal control systems of the Group are implemented for

protecting the assets of the Group and identifying business risks.
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The Board has overseen the effectiveness of the Group's risk management
and internal control systems covering risk management and all material
controls, including financial, operational and compliance for the year under
review and in view of the above, it opined that the Group's risk management
and internal control systems are effective, adequate and in compliance with
the code provisions on risk management and internal control of the CG
Code.

The Company has implemented its policy and procedures on inside
information, which set out the reporting procedures for the handling and

dissemination of inside information.

COMPANY SECRETARY

The Company Secretary shall provide assistance to the Board and ensure
efficient information circulation within the Board and, in compliance with the
policies and procedures of the Board, provide advice on governance matters
to the Board, facilitate induction of Directors and monitor their training and

continuous professional development.

The Company Secretary must take no less than |5 hours of relevant
professional training to update his skills and knowledge. Mr. Yu Ngai has
confirmed that he undertook over |5 hours of professional training during

the Year.

DIVIDEND POLICY

During the Year, the Board adopted a dividend policy with an aim to provide
the Shareholders with stable and sustainable returns, pursuant to which the
Board will take the following factors in proposing any dividend distribution

and determining dividend payout:

(i)  the actual and expected performance and liquidity of the Company;

(i) the expected requirement for working capital and future investment of

the Group;
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(i) retained earnings and distributable reserves of the Company and its

subsidiaries;

(iv)  any restrictions on payment of dividends that may be imposed by the

Group's lenders; and

(v)  any other factors that the Board deem appropriate.

The Board shall review this policy against the financial performance and

market condition from time to time and to amend it as and when necessary.

The distribution of dividend by the Company is subject to applicable laws

and regulations including the laws of the Cayman Islands and the Articles.

COMMUNICATION WITH SHAREHOLDERS

The Board recognises the importance of maintaining clear, timely and
effective communication with the Shareholders and potential investors.
Information in relation to the Group is disseminated to the Shareholders in
a timely manner through a number of formal channels including quarterly,

interim and annual reports, announcements and circulars.

The Group encourages its shareholders to attend annual general meeting
("AGM") to ensure a high level of accountability and to be kept informed of
the Group's strategy and goals. The Chairman of the Board and the chairman
of each of the Board Committees, or in their absence, other members of
the respective committees, are available to answer any questions from the
shareholders. A separate resolution is proposed by the Board in respect
of each issue to be considered at the AGM, including the re-election of
Directors and if an independent non-executive director serves more than 9
years. An AGM circular will be distributed to all shareholders at least 20 clear
business days prior to the AGM (at least 10 clear business days in the case of
all other general meetings), setting out details of each proposing resolution,

poll voting procedures and other relevant information.
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As a channel to further effective communication, the Group maintains a
website (http://www.energine.hk) at which the announcements, business
developments and operations, financial and corporate information of the
Group and some policies including the shareholders communications policy,
procedures for shareholders to propose a person for election as a Director,
whistleblowing policy and other information are posted under the section of

Investor Relations of the Company's website.

Shareholders’ Rights

Pursuant to Article 72, shareholders holding at the date of deposit of the
requisition not less than one-tenth of the paid up capital of the Company
carrying the right of voting at general meetings of the Company shall at
all times have the right, by written requisition (the “Written Requisition”),
specifying the proposed resolution (the “Proposed Resolution”) accompanied
by a statement in respect of the matter referred to in the Proposed
Resolution, to the Company's secretary at its Head Office, to request the
Board to include the Proposed Resolution in the agenda for the annual
general meeting or to require an extraordinary general meeting to be
convened by the Board for transaction of any business specified in the

Written Requisition.

Shareholders’ Enquiries

Shareholders may at any time send their enquiries and concerns to the
Board in writing by post, by email or by fax through the Company Secretary

Department whose contact details are as follows:

China Energine International (Holdings) Limited

Unit 2301, 23rd Floor, Office Tower, Convention Plaza
| Harbour Road, Wan Chai, Hong Kong

Email: cs@energine.hk

Fax No.: +852 2531 0088
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ABOUT THIS REPORT

This report mainly sets out a summary of the strategies and the performance
of the Group for the period from | January 2020 to 3| December 2020 in
terms of environmental, social and governance (“ESG") aspects. The report
principally covers the business of manufacturing and distribution of wind
turbines and wind farm operations. This report was prepared in accordance
with the ESG Reporting Guide (the “ESG Guide") as set out in Appendix
27 of the Rules Governing The Listing of Securities on the Stock Exchange
of Hong Kong Limited, and it has complied with the “Comply or Explain”
provisions in the ESG Guide.

Comments and Feedback

We value your comments and feedback on this report, and your comments
will help us to improve the performance in the future. Do not hesitate to
give your comments, if any, by email (cs@energine.hk) or by post (Unit 2301,
23rd Floor, Office Tower, Convention Plaza, | Harbour Road, Wan Chai, Hong
Kong).

MATERIALITY ASSESSMENT

To determine key points and content of this report as well as review its
own ESG performance and strategies, the Group has conducted a materiality
assessment during the reporting period. Based on the ESG issues set out
in the ESG Guide, we have consolidated a list of issues for materiality
assessment. By conducting interviews with the senior management, as well
as small group discussions among employees, we have successfully collected
the stakeholders' issues of concern and performance rating of the ESG
work of the Group. Material issues were identified and prioritised based
on the comments from the management and the results of the employee

engagement surveys, and 16 issues were identified as issues of concern.
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The following table summarizes the material issues most relevant to us (in

order of priority) and their respective key performance indicators. The top 5

issues in the table are classified as issues of major concern:

&

Issues

M@ AHIER

Key Performance Indicators

Energy saving/low carbon

1 BIFIIR%E ERRE (BEB3) —ARINEE - AR EIEIRE3.1 2 B32
Employee training and support  Development and Training (aspect B3) general disclosure, KPI B3.1, B3.2
2 BERERZE feEfR%e (B@B) —RINE
Occupational heafth and safety ~ Health and safety (aspect B2) general disclosure
3 BIRSHHE fEfs (BEBI) —ARImE
Grievance mechanism for Employment (aspect BI) general disclosure
employees
4 YRR BREA (@A) —RKNE BREMWERALS
Use of materials Use of resources (aspect A2) general disclosure, KPl A2.5
5 E#EER/ER BREA (BEAY) —RKE BREWERALI ALY RERX

RER (BEA3) —RINE BREWERA

Use of resources (aspect A2) general disclosure, KPI A2.1,A2.3; the
environment and natural resources (aspect A3) general disclosure,
KPIA3.|
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6 EHEMER/ ABENTE  HRREE (BESS) —RIKRE BRENISESS
EERR Supply chain management (aspect B5) general disclosure, KPI B5.2
Assessment on social
responsibility performance of
suppliers/contractors
7 BIEWRHENRER  ER BER) —RKE BRENSSEL
Related statistics and policies on  Employment (aspect BI) general disclosure, KPI BI.|
staff
8 BYERE B (BEAI) —MRIRE BREMIERAIZ AL AL
Waste treatment Emissions (aspect Al) general disclosure, KPI Al.3, Al 4, Al.6
9  EnRBRBNRAKEHS EnSE (BEBe) —RIKE MRENER
* Product responsibility (aspect B6) general disclosure, KPI B6.2
Number of products and service
related complaints received and
how they are dealt with
10 BERES P (BEA) —MRINE  BREMIERALI AL ALY BRIR
Exhaust control RRABR (BEA3) —fRiKE
Emissions (aspect Al) general disclosure, KPI A1, Al.2, Al 5; the
environment and natural resources (aspect A3) general disclosure
11 E;ilREOEEER EmEE (BEBe) —MRINE  HREWIER862
Responsibility policy on product  Project responsibility (aspect B6) general disclosure, KPI B6.2
and service
12 FLERRER H TR (BEB4) —fRiKE
Regulations and standards of Labour standards (aspect B4) general disclosure
labour
13 KEREE BRER (BEAY) —RKE BREMIERAL2 A24 A3
Management of water resources  Use of resources (aspect A2) general disclosure, KPI A2.2, A24, A3.
14 BBHESEM k&5 (BEB7) —MRINE » BRBEMIERB72
Prevention of corruption and Anti-corruption (aspect B7) general disclosure, KPI B7.2
bribery
15 BYER By (BmAI) & (BEBI)  RERESZ 2 (EEBL) 5% TR
Compliance with regulations (BmEB4) EmEME (BEBs) - REJ5 (BEB7) —RiKE
Emissions (aspect Al), Employment (aspect BI), Health and safety (aspect
B2), Labour standards (aspect B4), product responsibility (aspect B6), Anti-
corruption (aspect B7) general disclosure
16 MEERER/AMBNERE  REREE (BERS) —REE WHRERIEES.

=R

Assessment on environmental
performance of suppliers/
contractors

HEMXERER (£8) BRAF ¢ 2020F K

Supply chain management (aspect B5) general disclosure, KPI B5.2
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MANAGEMENT APPROACH

The Group recognises a sound corporate governance framework as the
foundation for a smooth, highly efficient and highly transparent operation for
which it is essential for the steady development of the Group. As such, we
value “the proposition of employees' talents to achieve win-win situation for
all" in the management approach of the Group and apply this to our day-to-
day operation with an aim to “pursue excellence and lead the development

of new energy”.

Management of sustainable development

The framework for management of sustainable development of the Group
covers three major areas, namely quality, environment and occupational
health and safety. The management systems for each of the above areas have
been established in accordance with international and national standards.
Beijing Energine Industry Co., Ltd. and Gansu CASC Energine Wind Turbine
Manufacture Co. Ltd. have acquired ISO9001:2015 (GB/T 19001-2016)
quality management system certificate, 1ISO14001:2015 (GB/T24001-2016)
environmental management system certificate and OHSAS18001:2007(GB/

T28001-2011) occupational health and safety management system certificate.
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We uphold the management system's principle of “planning-implementation—
checking-action” to formulate the approach for quality, environment and
occupational health and safety and set out mid-to-long term targets and
performance indices. We conduct internal inspection regularly with relevant
departments on quality, environment and occupational health and safety
pursuant to the management procedures, as well as assess the progress made
towards the targets. During the reporting period, the Group ran an internal
audit on Beijing Energine Industry Co., Ltd., and Gansu CASC Energine Wind
Turbine Manufacture Co. Ltd.. To continuously optimize our management
systems, the audit looked at the resources allocation to each department,
responsibilities of each department and their operational difficulties, quality
control of products, identification of environmental factors and their source
of risks, as well as inspection and measurement of equipment management,
to ensure that the approach and targets are applicable for Group's
development and affirm that the management systems are appropriate,
sufficient and effective. In the event of any non-compliance or potential
substandard items identified, measures for rectification, prevention or
improvement will be followed up at the management committee meeting,
to determine the responsible department and the period of time for
rectification. As the Group adjusted its organization structure in 2019 and
the 1ISO45001-2018 occupational health and safety management system was
issued, the Group revised the system documents (including one management
manual and 24 procedural documents; manual and procedural documents for
Gansu CASC Energine Wind Turbine Manufacture Co. Ltd.), identified certain
defects for improvement and alteration therefrom as well as fully discussed

the suitability of the documents.

The Board reviews the strategies and policies on ESG work at annual
management committee meeting, supervises the implementation and
evaluates the KPIs. In addition, the Board is responsible for preparing and

publishing the ESG report of the Group.
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REE/ Investor/Most senior
REEEE management
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BIEBH Cooperative partner

ey Customer

Ha Community

Stakeholders Engagement

The Group highly values the opinion from stakeholders, and therefore
various channels and methods tabulated below are available for effectively
and constantly communicating with stakeholders. By understanding and
responding to the opinion and requests from stakeholders in due course,
the Group strives to improve its operational performance and upholds its

environmental and social responsibilities:

RBHN

Way of Communication

REXE General meeting

TEHHRS A~ B~ FIR  Regular report, announcement, circular, annual
report

wEfE Press release

NCINE Website of the Company

EETEGER Management committee meeting

BIRARKE Staff meeting

8T Staff training

BTBUER Employee performance assessment

WEE T4 Internal publication for staff

EHEgZ Regular meeting

aRE Contract and agreement

mENNE Quality analysis meeting

T E Supplier evaluation system

EmfitrE Product supply

BRWmE Contract and agreement

B R RS Customer service

NCINE: Website of the Company

MEERT Satisfaction survey

NGINE Website of the Company
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ENVIRONMENTAL PROTECTION

As a high-end clean energy developer in China, the Group bears the
responsibility of creating a green community while vigorously developing and
promoting energy saving and environmental protection. We strictly comply
to the Environmental Protection Law of the People’s Republic of China, the
Atmospheric Pollution Prevention and Control Law of the People's Republic
of China, the Water Pollution Prevention and Control Law of the People's
Republic of China, the Solid Waste Pollution Prevention and Control Law of
the People's Republic of China, the Law of the People’s Republic of China
on Prevention and Control of Pollution from Environmental Noise and
the laws and regulations on environmental protection promulgated by the
local governments, to ensure we fulfil compliance obligations in exhaust,
greenhouse gas, waste water emissions and to meet the local environmental

standards.

The impacts on the environment and natural resources are principally from
exhaust emissions, waste water, solid waste generated from our operation
activities as well as consumption of electricity, water and paper at our
premises. We have always integrated environmental protection concepts into
the Group's operation and management, strictly implemented control policies
and measures on water and energy saving and emission reduction as well as
monitored control measures and made timely adjustments thereto, so as to
scale down the impacts on the environment and nature resources. During the
reporting period, the Group was not aware of any material breach of laws

and regulations in relation to environment and natural resources.
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Environmental Management

We distribute the management manual of quality/environment/occupational
health and safety, which was prepared in reference to the revised National
Environmental Management System Standards, to all departments and
subsidiaries. The three key documents of the management system, namely
the “Control Procedure for Environmental Emergency Preparedness and
Response”, the "“Control Procedure for Performance Supervision and
Measurement of Environment, Occupational Health and Safety” and the
“Control Procedure for Document Management”, set out the details of our
solid waste management, emergency handling, supervision and measurement
of our performance in environment as well as our management in record

keeping.

We implemented “the Control Procedure for Environmental Management”,
setting out the management responsibility and procedure on procurement,
sales activities, waste treatment, infrastructure and work environment at
offices, wind farms and subsidiary level. The Comprehensive Management
Department of the Group organized two environmental protection
inspections throughout the year, to ensure the fulfilment of the Company's
environmental approach and targets. The subsidiaries formulate
environmental targets based on their own operational conditions, and their

production process also need to strictly follow our procedures.

Emergency measures for environmental accidents

In case of any accident or emergency from operating activities, production,
and service, the Group would proceed with effective control and disposal,
so as to lower the degree of personal injury, financial loss, and environmental
influence. We developed corresponding emergency plans and organized
training and drills in respect of possible environmental accidents. In case of
any unanticipated accident, we were required to carry out emergency rescue

in a rapid, effective, orderly, and efficient manner.
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Environmental protection facilities

We place emphasis on the ecological environment in factories and their
surrounding area. There are green plants around our factory in Gansu for
air purification and sound absorption. The green area has covered 6,800
square meters. Integrated green planning has also been made for our wind
farm located in Inner Mongolia where a flower bed of 500 square meters
was annually planted for the purpose of inclusion of ecological elements
in the wind farm area. The headquarters of the Group invested more than
RMB300,000 to replace the flooring, which completely solved the problem of
dirt and grime hidden in the carpet fitted in the office premises, and placed
green plants to purify the air in the office premises as well. We endeavour
to create a comfortable work environment for our staff by greening and
beautifying the area, and meet the local government requirements on

ecological greening.

CONFORMING DISCHARGE

The Group was committed to reducing environmental pollution in the
process of discharge, in consequence, the waste materials, exhaust gas,
wastewater and noise arising from production were controlled effectively.
During the reporting period, there was no event in breach of relevant laws
and regulations relating to air and greenhouse gas emissions, discharges into
water and land, and generation and disposal of hazardous and non-hazardous

waste.

Exhaust Gas Emissions

The manufacturing of direct-driven wind turbine generators and wind energy
equipment of the Group has not emitted exhaust gas. The exhaust gas
incurred during the course of business was principally from the vehicles for
business security. The main pollutants include a small amount of NOx, SOx
and PM. We have complied with the national Measures on Supervision of
Exhaust Pollution from Automobiles and the relevant laws and regulations
promulgated by the local governments. We perform inspection on vehicles
on a regular basis in accordance with our Vehicle Management Mechanism to

ensure conforming discharge.
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SR REBSEERMBERIE RN During the reporting period, the emission of the Group’s vehicle exhaust was

1S5 as follows:

Hem K HE

Emissions* Quantity

i E41SOx T Kilogram 091

A 1E¥INOxX T Kilogram 57.9

R ML FPM T Kilogram 43
A ERBHER Greenhouse gas emissions

EEELNREIERBETAE AN The carbon of the Group is principally the direct emission from vehicles'
ERFINEBARONEEHER -Z2ZF  engine and the indirect emission of electricity purchased. In 2020, the
FEBRERBHRERI7IVB A greenhouse gas emissions generated by the Group amounted to 1,719

% E 2 (tCOe) © tonnes of carbon dioxide equivalent (tCOze).

mERARHN HeiR Hith &
Greenhouse gas emissions Source of emissions i Volume of emissions
B 5K (8B —) (1COue) SO R R AR I FE BB A WAt EE
B AR RS
Direct carbon emissions (Scope 1)  Consumption of diesel and gas as well as ~ tCOae 309
(tCOq¢) gasoline and diesel used for vehicles
EHEHER (8E Z) (tCOw) BENE MR EE
Indirect carbon emissions Electricity purchased tCOze 1,410

(Scope 1) (tCO2e)
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Waste Management

To comply with the relevant laws and regulations of the PRC, the Group has
implemented the internal system of “Solid Waste Management Measures” to
manage and supervise the process of solid waste disposal. The solid waste
produced from the production and operation of the Group is divided into
recyclable and non-recyclable as well as hazardous and non-hazardous. The
Group recycles the non-hazardous waste, such as waste paper, waste metal,
waste glass, waste plastic, waste equipment and parts and components, and
individual departments move the recyclable wastes to a designated separate
collection station for combined disposal by the units with corresponding
recycling qualifications. For the non-recyclable non-hazardous wastes, they are
mainly solid waste from cutting and trimming in the production process of
blade and household. In 2020, the Group did not have any blade production

task, as a result, there was no non-recyclable waste.

The hazardous wastes are mainly ink cartridge, engine oil, dry cell battery,
storage battery, waste cloth (which contains engine oil, isoamyl acetate
and ink), waste mercury-containing lamps, waste chemical containers and
laboratory wastes (such as cloth, gloves and filter materials). For disposal of
hazardous wastes, the headquarters of the Group and its subsidiaries place
garbage bins at various designated locations in plant or office or storage
areas to ensure the prevention of spread, loss and leakage of hazards. A
qualified company will be engaged for collective disposal upon accumulation
of certain amount of hazardous wastes. For recyclable hazardous wastes, such
as ink cartridge and lubricants, the Group has formed an agreement with
suppliers for recycling waste ink cartridge and lubricants. To prevent, control,
and dispose of secondary pollution generated from waste, the subsidiaries,
according to specific conditions, formulated the corresponding disposal plan

and supervised the process of packaging, loading and transfer of waste.
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B

In 2020, the Group's disposal of principal wastes was as follows:

ElfgEMiE | BE

Solid waste category Volume

BEEEEYEE Disposal of hazardous waste I tonne 0

mEEEZEYEE Disposal of non-hazardous waste L7 tonne 16.76

BEEREEYEIUN Recycling of non-hazardous waste I tonne 0
BKkER Woastewater Management

RFIBBE KB R R E 2R B A B 456~ Y
BREMIHREK ERABHME RS
KEMERRSKER HERETRER
B -HEMAEREAERBREARAT
R5KEBIEEMRER  BERE—RIES
KEERGETEMRIE KB At -8
BELRF - KERERNHKEERE FRE
RERTHHRY > IR (5 KR EHRR
E)N—REE THRETERISER-

R MEZHZKKEREE B BRI
2 ESRBRENEZSKIAZRAE
kMKt U ACIEYIBY B 2 A o

ERRE

REEERAKRBERTIRNERE
BB Ko EREEEMARRR - 3
MEAEEREREBBN RO BOEEE
MEMERERC

Our wastewater discharge source is mainly office sewage in the headquarters
of our Company and its subsidiaries. The Group's headquarters discharged
its wastewater to the sewage pipeline of the park, where wastewater was
disposed and discharged. Gansu CASC Energine Wind Turbine Manufacture
Co,, Ltd. treated sanitary sewage in the septic tank, and transferred them
to an integrated sewage treatment facility for, among others, bio-treatment,
hydrolysis, oxidation and filtering. As the effluent after treatment has been
gone through nitrogen removal, dephosphorization and organic matter
removal, it meets the requirements specified in the Integrated Wastewater
Discharge Standard and can be discharged to municipal sewage discharge

network.

In the meanwhile, our factory endeavours to seek opportunity for recycling
and reusing water resources. In summer, household sewage after treatment in
plant area flows into the clean water reservoir inside factory for irrigation of

greening plants.

Effective Use of Resources

The resources involved in the Company's operations and wind turbine
services include gasoline, electricity, and water. To reduce operational costs
and to demonstrate our determination in environmental protection, we are

committed to effectively use resources in our operation.
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L HEE
Indicator Corresponding Measures
EIESEEYIS ANBRKE TE3% - BREFERKBNERREEIR FTUFERKEE
Water conservation Reduction of water Wi EERFIATRKE
consumption per capita Calculating the annual volume of water consumption
by 3% by referencing annual water conservation indicator and

production process, and minimising water consumption per

capita to the level of the annual volume of water consumption
- HEASEEBHOAKNER

Assigning a person in charge of monitoring the implementation

of water conservation

AL BE TR B AE ANBIRBEETRE3% - LERBREEBIIRBAER ARKE
Reduction of energy Reduction of electricity Turning off all production equipment and tools when not in
consumption consumption per capita use
by 3% « THRBEERAZENREREER
Switching off equipment and tools at office before leaving
R ERHFE AN RRETRES% - REFEARDOER FJUFERMEE UREES
Reduction of resource  Reduction of paper BEAEkE&BINRAMAE
consumption consumption per capita Calculating annual paper consumption by referencing annual
by 5% paper conservation indicator; and reasonably allocating paper

consumption quota to each employee

« EIIRRENEARAGR T RESTHORR
Affixing “Paper Conservation” sticker on printers and
photocopiers as a reminder

- FREMNRLBMLSALEER MAEBHXB—2
AR AT ED
Using both sides of A4 paper for non-confidential information,
and new A4 paper is only used for printing finalized draft of
document

- [EREBEERHXHS
Recycling waste document

« BIEXHERGIE B XHRED L #
Formulating a document circulation system for reducing the
number of photocopy of documents

+ REAS(EHESEFE) T

Implementing the internal “Vehicle Management System”
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Other measures for effective use of resources include promotion week for
energy conservation, low carbon day campaign, recycling grease can, affixing
“saving electricity and water” sticker at canteens, toilets and water rooms and

using treated effluent for irrigation.

In terms of energy consumption, the Group mainly consumes electric energy,
while fuel is mostly consumed by vehicles. In 2020, the Group consumed
electricity of 1,272,798 kilowatt-hours, gasoline of 61,054 liters and diesel
of 986 liters, contributing to the total energy consumption equivalent to
1,875,048 kilowatt-hours. As for water use, the Group only utilizes tap
water. In 2020, the water consumption was 12,764 cubic meters. In terms of
total gross floor area, the intensity of total energy consumption and water
consumption were 41.23 (kilowatt-hours/square meter) and 0.28 (cubic
meter/square meter). In terms of production, the Group's products need only
few packaging materials such as wooden case and paper case to protect the

products from damage in transit.

REIR A

Energy Consumption

B Electricity E kilowatt-hours 1,272,798
YH Gasoline NFH Liters 61,054
S0H Diesel NI Liters 986
48 3E B FE Total energy consumption i3 kilowatt-hours 1,875,048

KERHE

Water Resource Consumption

7K Water

FEARMHER

I%HkK Cubic meters 12,764

HE

Volume

Consumption of Principal Packaging Materials

%8 Wooden case U Tonne 0.3
4578 Paper case L7 Tonne 0.69
4 EL AR EE Total consumption of materials Mg Tonne 1.00
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Wise use of electricity: Turn off lighting and air conditioning switches
in the workplace, minimise standby power consumption of computers and
make sure all electrical appliances are switched off after work by assigning

responsible persons to conduct daily inspection.

Reducing the use of official vehicles and encouraging low-carbon
lifestyle: The official vehicles are collectively scheduled and managed for
effective use of the transport capacity. Vehicles are deployed according to
demands. It is encouraged to share official vehicles for going out for business
purposes. The Company implements strict approval for the use of official
vehicles to promote conversation measures on official vehicles. Vehicle
inspection is carried out during routine vehicle maintenance for minimising
energy loss by manmade causes. On the premise of meeting the demand
for going out for business purposes, 7 official vehicles were eliminated
and 3 vehicles were not used during the year. Meanwhile, employees are
encouraged to go out to work by taking common social security cars on the

market.

Use of raw materials

The raw materials required for our production mainly are energy, water
resources and packaging materials. To avoid excessive use of raw materials,
facilitate the formulation of procurement plan by the Group as well as the
cost control of products, we have implemented management measures on
procurement and use of raw materials in our subsidiaries. Production teams
are distributed a defined amount of raw materials. In the event of insufficient
raw materials for production, head of technology department is required to
fill in a form stating the reasons for insufficiency and the additional amount
required after verification. For those cases of excessive use of raw materials
caused by man-made factors, the persons involved may receive punishment

in the light of actual conditions.

In the wind turbine operation and maintenance services, employees are
encouraged to use their wisdom to implement inventions, creations, and
technical reforms, and make full use of the spare parts replaced in the
operation and maintenance for reuse, e.g. reuse of the replaced brake plier of
wind turbine on wind turbines after repair, which saves the cost of material

procurement and enables the reuse of waste, achieving good results.
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CLEAN ENERGY AND DEVELOPMENT OF
GREEN PRODUCTS

We are committed to promoting the application of clean energy. In 2020,
the wind farm located in Benxi, Liaoning together with the wind turbines of
the Group and the wind farms controlled or partially invested by the Group
generated electric energy of 2,310,000,000 kilowatt-hours, which meant that
we saved about 75 tonnes of coal and reduced 2.20 million tonnes and 8,400
tonnes of carbon dioxides and nitrogen oxides respectively. In the process
of product design, the Group always keep in mind of its social responsibility
issues including reducing environmental pollution, saving resources and
energy as well as reducing emissions. In the process of wind turbine units
design, the Group has strictly followed the internal control documents of
the Company to standardize its design process management. The assessment
of environmental impacts are conducted for materials use or production
process, and priority are given to harmless materials and advanced green
technologies in accordance with the requirements under the “Operation and
Control Procedures for Managing Environment”. During the reporting period,
the Group's R&D department completed the design and improvement
work on our new 2MW permanent magnetic generator based on a cost
analysis on the previous one, during which, the design idea of platformization
was adopted to expand the series spectrum of units to meet the needs
of different markets in different regions. For in-service operating units, the
Group analyzed their respective operating status, improved and optimized
the design of such units based on the principle of service-oriented, which

further improved the reliability of the wind turbines in operation.
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BT EgsE TAKING SOCIAL RESPONSIBILITY

REBUTREHER EMHLEEBRA  The Group conducts business in a manner of “engaging in new energy
BIACE SEXRBEBHILBEMLER  cause, contributing to the society, and benefiting the mankind”, building up
RoBMBHEUAAEXIBEES  WHE  a good social corporate image over the past years. Our “people-oriented”
UTF—2R7EHEEERLGSE S IBFAE  management together with the following measures have enhanced the
IwEE MBRETHEER- integrated strength of the Group while bringing satisfaction and nurturing

sense of belonging within our employees.

ERER%IEN Employment and Labour Standards

EREHELBEENANBREERGENR The Group continuously attracts, searches, and nurtures talents in addition to
B B ERM SREKREEAA B optimisation of its management system of human resources, so as to create a
SE—ENE - ZTkRENIFIRR & harmonious, diversified and friendly work environment for our people.

BIEEMK-
TEIRFEETANERSNT Our employee breakdown in 2020 is as follows:
= 5 EA BTA¥
By Category Description Number of Employee
M7l Gender Z M Male 25
Z M Female 7
B 482 Form of employment 28 Full-time 32
Fe B Part-time 0
FE Age 355 K BT 35 or below 9
3658 E455% 36 to 45
465 £55m T 46 to 55 below 16
565% & A £ 56 or above I
& Region 778 Hong Kong 13
Bl A # Mainland China 19
BETAH: 32

Total number of
employee: 32
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The Group has strictly regulated the recruitment process and adopted a
fair and transparent recruitment policy to ensure fair treatment and respect
to all employees. During the reporting period, there was no litigations
in relation to discrimination in employment. The “Detailed Rules for
Senior Management” was issued by the Company to explicitly guarantee
meritocracy in recruitment. In the same year, the issuance of “Detailed Rules
for Management of Personnel for Reemployment” has secured the legal
benefits of those employees who have not been offered any positions or
has not agreed with any re-designation arrangement due to restructuring,
adjustment and elimination of certain types of positions. The Group strictly
complied with relevant requirements of the Employment Ordinance in Hong
Kong, the Labor Contract Law of the PRC and other laws and regulations
relating to work environment, forced and child labour. We provide our
employees with various labour protection, safe and hygienic workplace and
reasonable remuneration and benefits, including employees’ insurance and
annual health check. In 2018, as requested by our staff, we update the health

check scheme by providing more service providers for them to choose.

Health and safety

The Group endeavours to provide its staff members a safe working
environment. We strictly follow the standards stipulated in "“Production
Safety Law of the People’s Republic of China” and the “Occupational
Health and Safety Management System”, and implement the “Administrative
Regulations on the Work Safety”. At the beginning of 2020, a safety work
meeting was held, at which the chairman of the Group issued the Safety
Target Management Responsibility Order to all departments and subsidiaries;
the safety management committee convened 2 meetings to listen to the
report on the safety and epidemic prevention and control work of the
Company, to study and coordinate the problems encountered, and also to
make arrangements for new problems and new situations encountered in
the Company's operations. The Group insisted on holding regular quarterly
safety meetings, to summarize the quarterly work and make targeted work
deployments based on the characteristics of the safety situation in each

quarter.
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Following the principle of “safety management is essential for business
management”, the Group integrated safety work into production task
organization planning, carried out safety risk identification for technical
transformation tasks, and formulated special plans for high-risk projects
such as replacement of wind turbine generators and erection of new
wind turbines, to clarify the safety responsibilities of personnel at all levels.
Before the launch of the special plans, inspection was conducted according
to standards and tables, and review was performed for the preparation of
safety measures at the technical transformation site; during the process, the
progress of on-site work was summarized daily, in order to predict the safety
risks of the next day and coordinate various issues in a timely manner. Upon
completion of the project, efforts were exerted for summarization in a timely
manner and continuous improvement and optimization of the whole process

management content of the technical transformation project.

The Group organised a campaign named “Safety in Production” in June 2020.
The campaign lasted for the entire June, covering the aspects of fire accident,
electric shock, use of machines, operation of wind turbine, transportation
and epidemic prevention. A series of safety trainings were implemented
such as training in rotation on safety for regional managers and on-site
observation and exchange activities in accordance with wind farms; the Wind
Farm Operation Instruction Manual was prepared through refinement and
summarization in terms of four aspects, i.e. daily safety management, safety
inspection, safety training, and emergency response, based on the safety work
content of wind farms and was issued to wind farms. Through continuous
safety training at all levels, we strive to make safety requirements a conscious
action of employees, build a safety culture and improve the overall safety
level of the Group. We have a full-time team responsible for overall planning
and monitoring. During the campaign, we conducted high-altitude rescue
training for wind farms, training on safety inspections, review of employees'
wearing of protective equipment, use of tools and machinery, etc., to ensure
that employees followed safety rules and procedures. If non-compliance is
found, it will be immediately pointed out and corrective measures will be

taken to prevent accidents.
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In the face of the sudden outbreak of COVID-19 and the local outbreak of
the epidemic in the country, the Group carried out a number of information
investigations and status investigations for all employees; and emergency
procurement of masks, disinfectants, thermometers and other epidemic
prevention and control materials to support the production line; the office
staff was minimized by arranging reasonable shifts on duty; the Group
used WeChat, email, and Dingding to issue multiple urgent notifications to
publicize the knowledge of epidemic prevention and control, and organized
employees to accept nucleic acid testing. Before resumption of work and
production, targeted guidance was provided on the epidemic prevention
and control and safety preparedness of subsidiaries. In accordance with the
requirements of the Company and local governments, all subsidiaries actively
carried out epidemic prevention and control and publicity on knowledge of
epidemic, which strongly supported the work goal of “0" infection.

In addition, the Group cares about the physical and mental health of its
staff members and encourages them to achieve a better work-life balance.
The Group provides its staff members with health check and mental health
assessment, and organises various activities to raise concerns about stress
management. Through these acts, we hope to secure physical and mental
health of its staff and effectively reduce sickness and absence rate of the
Group.

Development and Training

The Group endeavours to provide a career development platform to its staff
members, regularly organizing internal trainings on different topics, including
safety, departmental and standard system, expertise and skills enhancement.
We also provide external trainings to our staff for personal development.

A

Category

4 Bl Gender

& B Staff member

SH8T

L RilfES 5 AL T35 A B B
Percentage of Average Number

Staff Members of Training Hour

Description Trained Per Staff Member
F 1% Male 100% 40
2 %Female 100% 44
5 4% B 12 /B Senior management 100% 296
18 A\ BManagement 100% 46
% A BTechnology personnel 100% 34
£ 8 A ESkillful personnel 100% 53
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Supply chain management

Throughout the entire procurement process from design, R&D, production
and processing, installation and commissioning to maintenance and repair,
the "Measures for the Management of the Purchase of Supplies” are strictly
implemented to reduce purchase cost and carried out the standardisation
of the purchase model. We have followed the principles of “transparent, fair
and impartial” and “collective procurement, making comparison for the best”
throughout the procurement process. Our supplier selection criteria include

qualifications, price level, quality, delivery performance and after-sales services.

In respect of management of suppliers, the Group has implemented a
comprehensive “Measures for the Management of Suppliers Development”
and “Annual Appraisal Method of Suppliers” to include the requirements
for environmental protection, occupational safety and social responsibilities
in selecting suppliers. The suppliers involving key issues of environment or
occupational safety will be given a written notice in accordance with the
"“Operation Control Procedures for Environmental Management” and the
“Operation Control Procedures for Occupational Health and Safety”. Any
failures to improve its behavior on environment or reduce environmental
risks, the Group will require the supplier(s) to rectify or cease cooperation
with them. In assessing our suppliers, our team will conduct a detailed on-
site inspection on production, equipment and facilities and production
sites and issue an assessment report on suppliers within one week after
the completion of the assessment. For the same component or the same
service, we have more than three qualified suppliers, thus effectively reducing
procurement costs and avoiding the risks arising from using exclusive supplier.
The annual appraisal is conducted in strict accordance with “Annual Appraisal

Method of Suppliers” on an ongoing basis.
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PRODUCT RESPONSIBILITY

In response to the technical deficiencies exposed in the early wind turbine
products, the Company adheres to customer-oriented basis and invests
human and financial resources, and eliminates equipment failures by using
technical topics, implementing the responsible persons and confirming
problem solutions and timetables, and improves the reliability of product
operation. The Group strictly complies with the relevant product quality laws
and regulations, uses corporate trademarks and patented technologies in
accordance with laws, refuses to infringe on intellectual property rights and
keeps business secrets. We have established a complete quality assurance
system to conduct comprehensive compliance management for the processes
of raw material receipt, production process, product inspection and release,

product sales and after-sales services.

In compliance with the quality management system standards and the
requirements of system implementation, we have ensured our products
reaching 100% passing rate on the assurance test on departing plant for
delivery. In parallel, the Group strictly controlled the product quality of its
suppliers in stringently executing the supplier evaluation and control program.
In addition, we have also complied with the environmental management
system standards and the occupational health safety management system,
and the design of our products is up to the national standards in terms of

environmental protection, noise pollution and safety.

Quality risks not only arise from the quality control of parts and components
sourced externally, but also depend on the overall product design quality
and technical reliability risks. In addition to monitoring the supplier's quality
control and management, for example, the above risks are managed by
the measures of the quality assurance system on one hand, and on the
other hand, through supplier certification and assessment, quality assurance
terms under purchase contracts, dispatch of quality supervision engineers
to monitor the manufacturing process of critical components, and also
establishes protection mechanism by monitoring the operating data of
the prototype, evaluating the reliability of the whole machine and other

measures.
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ANTI-CORRUPTION

We have zero tolerance on bribery and corruption and place high emphasis
on ethical conduct. We endeavour to build a corruption-free working
environment by strictly following the Prevention of Bribery Ordinance
of Hong Kong, the Criminal Law of the People's Republic of China and
the Anti-Money Laundering Law of the People’s Republic of China. Each
employee is required to uphold his/her own responsibility and act in an
honest and pragmatic manner, and is prohibited to get involved into any
criminal activities, such as bribery and corruption, blackmail, fraud and money

laundering.

The Group launched regular self-inspections on anti-corruption. In particular,
we inspected office space, official vehicles, business reception, funds
management, employee selection and appointment, allowances and subsidies,
etc. and no corruption, bribe-taking, and other acts in breach of the rules and

laws were identified.

In the event of any bribery, corruption, blackmail and money laundering
detected, we will take necessary legal actions to protect the interest of
the Group. Meanwhile, the Group has adopted a whistleblowing policy to
which employees can report, in confidence, any suspected misconduct in the
Company to the Audit Committee. The committee will then establish a case
for internal inspection and seeking legal advice. In 2020, no corruption lawsuit

occurred in the Company.

COMMUNITY INVESTMENT

We have actively organized and participated into community service activities
for fulfilling our corporate social responsibilities and developing a harmonious
society. Firstly, we have organized and conducted activities to help with
poverty alleviation and care for left-behind children. Staff were sent to the
Central School of |h Huree, Shangdu County, Inner Mongolia Autonomous
Region to teach the left-behind children science of aerospace and donate
books, sport equipments and other teaching and learning materials to the
school. Secondly, we have organized and conducted expanded team-building
activities for young employees, young employees from |7 departments of
Phase Ill were organized to participate in such activities, which enhanced the

ability of team organization and cohesion of young employees.
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General Disclosures and KPls

BREA

Description

BEAI HEw
Aspect Al Emissions
—MRIKE BRBERACRERBEHN Bk S AERESEZEYNELSH ! P58-62
General Disclosure Information on:

@ HR,K

b) BITHETABEATENEREZRKRONER-

(@)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant impact on the

issuer relating to air and greenhouse gas emissions, discharges into water and land,
and generation of hazardous and non-hazardous waste.

R ENIEIRALI BE AR R AR BB R o P60-61
KPIATI The types of emissions and respective emissions data.
MBEMIERAI2 EEREAHNE CUEEE kK (MBER) BE MUSEEEN BEREHR) P61
KPI A1.2 Greenhouse gas emissions in total (in tonnes) and, where appropriate, intensity (e.g. per

unit of production volume, per facility).
RRENIERAIS FFEEREREEYEE QUEHE k WER) BE MNMUSESE(  BERM P63
KPIAI3 g) e

Total hazardous waste produced (in tonnes) and, where appropriate, intensity (e.g. per unit

of production volume, per facility).
MRBEMIERAI4 FELESERYEE CUESE) kK WER ZE WUSEBEL - BERM P63
KPI Al 4 8o

Total non-hazardous waste produced (in tonnes) and, where appropriate, intensity (e.g. per

unit of production volume, per facility).
RREMIEIRALS WA BN ENERRPTEMR - P60
KPI'A1.5 Description of measures to mitigate emissions and results achieved.
MREWIERALe HIREEEREZEEVNS L AEELENERMIEMRR P62-63

KPIAl.6

Description of how hazardous and non-hazardous wastes are handled, reduction initiatives
and results achieved.
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KPI A2.2

PR SRR IS 1RAL3
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KPI A24
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General Disclosure
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KPIA3.I
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General Disclosures and KPIs

BREA

Description

HEER

Use of Resources

BERERAER (BIEER  KREMEME) B

Policies on the efficient use of resources, including energy, water and other raw materials.
RENBYNERR/SBEERWE - RIH) REE UTETFRESE) KE P65
EMUEESE L BERKE)

Direct and/or indirect energy consumption by type (e.g. electricity, gas or oil) in total (kWh

P63-67

in '000s) and intensity (e.g. per unit of production volume, per facility).

RIEKERTE MNMUBESE( BERMHE) P65
Water consumption in total and intensity (e.g. per unit of production volume, per facility).

1 7 BE TR 68 PR A 5T B R RS AR P66-67
Description of energy use efficiency initiatives and results achieved.
I SREGEA AR LRI B AR URBFABKN @B RAEMER - P63-64

Description of whether there is any issue in sourcing water that is fit for purpose, water

efficiency initiatives and results achieved.

HMRFAEEMENEE MR k NBR) BEEBGEE- P65
Total packaging material used for finished products (in tonnes) and, if applicable, with

reference to per unit produced.

RARXAAR

The Environment and Natural Resources

BEHETANRERRABRENEAF ENER - P58-67
Policies on minimising the issuer’s significant impact on the environment and natural

resources.

BAEB LN RBERARE RN EAT ERERNEEBRAZ ENTH - P58-67

Description of the significant impacts of activities on the environment and natural
resources and the actions taken to manage them.
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General Disclosure BB

Information on:

@ BR;K

b) BITHETABEARENERZRRRANER -

(@)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant impact on the
issuer relating to compensation and dismissal, recruitment and promotion, working
hours, rest periods, equal opportunity, diversity, anti-discrimination, and other

benefits and welfare.

BB IE1RBI.| 2R BEEE  FRENKMES NHEEEH - P68
KPIBI.I Total workforce by gender, employment type, age group and geographical region.
[EiEB2 EmaAR:
Aspect B2 Health and Safety
—fRiN BERRHEZETHFRERFRERERERELELCEN P69-71
General Disclosure Information on:

@ HBE; K

b) BIHETABEARENERZRRRANER -

(@)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant impact on the
issuer relating to providing a safe working environment and protecting employees
from occupational hazards.
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—RRE

General Disclosure

RS2 4B 151383,
KPI B3.1

R R AR 5128322
KPI B3.2

[EiEB4

Aspect B4
—MRINE

General Disclosure

BmBs

Aspect BS
—RwE

General Disclosure
R B2 1R A5 12B5.2
KPI B5.2

—RRERRARERER
General Disclosures and KPls
A
Description
BRBIEEN
Development and Training
BERRAEERT IIEB SRR B# R Se R BUR - B Il EE) o P71

Policies on improving employees” knowledge and skills for discharging duties at work.

Description of training activities.

BHREEENIDNZIEER DL P71
The percentage of employees trained by gender and employee category.

withREEERNE D BRHEETMRINN TR P71
The average training hours completed per employee by gender and employee category.

SIER

Labour Standards

BRAIEET RH% T P68
Information on:

@ BR;R

b) BIFHETABERFENHRBEIRKRRONER -

(a)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant impact on the

issuer relating to preventing child and forced labour.

s EE

Supply Chain Management

EEHERBNRERTERAKER P72
Policies on managing environmental and social risks of the supply chain.

Wt AR AHERNESN IERTEREANHEERHE - UREMEMNNR P72
TREER %

Description of practices relating to engaging suppliers, number of suppliers where the

practices are being implemented, how they are implemented and monitored.
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BREA

Description

EmRE

Product Responsibility

BRFMRMERNBRBNRREERE \BES RRARMBREEURMRITER

Information on:

@ BR; R

b) BIFHETABERFENHEREIRKRRONER -

(a)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant impact on the
issuer relating to health and safety, advertising, labelling and privacy matters relating
to products and services provided and methods of redress.

BERRERKRBHRFEEURESR S o

Number of products and service related complaints received and how they are dealt with.

RE5

Anti-corruption

BRI ILEHRE R MEE KA REN
Information on:

() BXE; K

b) BITHETABEAZENEREZRRRONER -

(@)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant impact on the
issuer relating to bribery, extortion, fraud and money laundering.

WP BER R ERRER  URBRATRERE D%

Description of preventive measures and whistle-blowing procedures, how they are

implemented and monitored.

HERR

Community Investment

BRUME2ARBREERMTHERRNRAEEE IDHELBLEN DN
o

Policies on community engagement to understand the needs of the communities where
the issuer operates and to ensure its activities take into consideration the communities'

interests.
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TO THE SHAREHOLDERS OF
CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
(Incorporated in the Cayman Islands with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements of
China Energine International (Holdings) Limited (the “Company”) and its
subsidiaries (collectively referred to as the "Group”) set out on pages 86
to 244, which comprise the consolidated statement of financial position as
at 31 December 2020, and the consolidated statement of profit or loss and
other comprehensive income, consolidated statement of changes in equity
and consolidated statement of cash flows for the year then ended, and notes
to the consolidated financial statements, including a summary of significant

accounting policies.

We do not express an opinion on the consolidated financial statements of
the Group. Because of the significance of the matters described in the Basis
for Disclaimer of Opinion section of our report, we have not been able to
obtain sufficient appropriate audit evidence to provide a basis for an audit
opinion on these consolidated financial statements. In all other respects,
in our opinion the consolidated financial statements have been properly
prepared in compliance with the disclosure requirements of the Hong Kong

Companies Ordinance.
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BASIS FOR DISCLAIMER OF OPINION

As described in note 2 to the consolidated financial statements, the
Group incurred a net loss from continuing operations of approximately
HK$348,421,000 during the year ended 3| December 2020 and, as of 31
December 2020, the Group had net current liabilities and net liabilities of
approximately HK$1,944,873,000 and approximately HK$I,722,008,000
respectively. The Group's financial guarantee contract liabilities relating
to guarantee contracts issued by the Company to China Academy of
Launch Vehicle Technology (“CALT"), an intermediate holding company
of the Company, and amount due to CALT, amounted to approximately
HK$496,479,000 and approximately HK$508,564,000, respectively, as at 31
December 2020, both of which were due as at 31 December 2020 or will be
due for repayment within twelve months from 31 December 2020; while its
cash and cash equivalents amounted to approximately HK$19,956,000 only
as at 31 December 2020.

The directors of the Company have undertaken a number of plans and
measures to improve the Group's liquidity and financial position, as set out
in note 2 to the consolidated financial statements. The consolidated financial
statements have been prepared on a going concern basis, the validity of
which depends on the outcome of these plans and measures, which are
subject to multiple uncertainties, including (i) successful postponement of
fulfillment of financial guarantee contracts obligations and repayment of
amount due to CALT of approximately HK$496,479,000 and approximately
HK$508,564,000, respectively, both of which were due as at 31 December
2020 or will be due for repayment within twelve months from 31 December
2020; (i) sufficiency of financial support from CALT to enable the Group
to continue its operations; and (i) successful agreement with the Group's

creditors of settlement arrangements where applicable.
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BASIS FOR DISCLAIMER OF OPINION( cContinved)

Should the Group fail to achieve the above mentioned plans and measures,
or should CALT no longer have the financial ability to provide finance to
the Group, it might not be able to continue to operate as a going concern,
and adjustments would have to be made to reclassify the Group's non-
current assets and non-current liabilities as current assets and current
liabilities respectively, to write down the carrying amounts of the Group's
assets to their recoverable amounts and to provide for any provision for any
contractual commitments that have become onerous as at the end of the
reporting period. The effects of these adjustments have not been reflected in

the consolidated financial statements.

Since the execution of the above plans and measures is in progress and in
view of the significance of the extent of the uncertainties relating to the
ongoing availability of finance to the Group, we disclaim our opinion in

respect of the year ended 31 December 2020.

RECOGNITION OF FINANCIAL GUARANTEE
CONTRACT LIABILITIES IN THE SEPARATE
FINANCIAL STATEMENTS OF THE COMPANY
AS AT | JANUARY 2020

Had we not disclaimed our opinion in respect of the matters described in
the “Basis for Disclaimer of Opinion” section above, we would otherwise
have modified our opinion in respect of the scope limitation relating to
recognition of financial guarantee contract liabilities in the separate financial

statements of the Company as described in this section.
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RECOGNITION OF FINANCIAL GUARANTEE
CONTRACT LIABILITIES IN THE SEPARATE
FINANCIAL STATEMENTS OF THE COMPANY
AS AT | jANUARY 2020 (Continued)

As disclosed in note 49(a)(i) to the consolidated financial statements, an
entrusted loan of HK$446,538,000 or RMB400,000,000 as at 31 December
2019 borrowed by a then subsidiary of the Company from CALT through
Aerospace Science and Technology Finance Co., Ltd. (“ASTF") was
guaranteed by the Company in favour of CALT and certain loans totalling
HK$872,089,000 or RMB781,200,000 as at 31 December 2019 borrowed by
the same then subsidiary of the Company from ASTF were guaranteed by
CALT and counter-guaranteed by the Company in favour of CALT. However,
no financial guarantee contract liabilities in respect of the above-mentioned
guaranteed and counter-guaranteed loans were recognised in the separate
financial statements of the Company for the year ended 31 December 2019
(note 45(a)) in accordance with Hong Kong Financial Reporting Standard 9

Financial Instruments.

Due to the absence of a professional appraisal of the fair values at initial
recognition and loss allowance for expected credit losses of such financial
guarantee contracts as at 31 December 2019, we were unable to obtain
sufficient appropriate audit evidence to satisfy ourselves as to whether
any financial guarantee contract liabilities as at | January 2020 should be
recognised and whether the provision for financial guarantee contract
liabilities as included in the statement of profit or loss of the Company for
the year ended 3| December 2020 and the current liabilities, non-current
liabilities, total liabilities, net assets, reserves and total equity as included in
the statement of financial position of the Company as at | January 2020 in

note 45 to the consolidated financial statements were fairly stated.
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INDEPENDENT AUDITOR'S REPORT
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RESPONSIBILITIES OF DIRECTORS AND THE
AUDIT COMMITTEE FORTHE CONSOLIDATED
FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with Hong
Kong Financial Reporting Standards issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA") and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such internal
control as the directors determine is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement,

whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group's ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the

Group or to cease operations, or have no realistic alternative but to do so.

The Audit Committee assists the directors in discharging their responsibilities

for overseeing the Group's financial reporting process.

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

Our responsibility is to conduct an audit of the Group's consolidated financial
statements in accordance with Hong Kong Standards on Auditing issued by
the HKICPA and to issue an auditor’s report that includes our opinion solely
to you, as a body, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report. However, because of the matters described in the Basis for Disclaimer
of Opinion section of our report, we were not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion on these

consolidated financial statements.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

We are independent of the Group in accordance with the HKICPA's Code
of Ethics for Professional Accountants (the “Code"), and we have fulfilled our

other ethical responsibilities in accordance with the Code.

The engagement partner on the audit resulting in this independent auditor’s

report is Liu Eugene.

RSM Hong Kong
Certified Public Accountants
Hong Kong

31 August 2021
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GailmkEM2EHEnE
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

HE—E-_FF+-A=1—HIFEE
For the year ended 3| December 2020

86

fisE 2020 2019
NOTE FE7T FET
HK$’000 HK$ 000

(1= 51)

(re-presented)

FREEER Continuing operations
W Revenue 8 26,151 25972
U Bl A Cost of revenue (21,706) (22,145)
EF Gross profit 4,445 3,827
HttA Other income 9 2,420 4,641
H it ke 548 Other gains and losses 10 (2,259) (382)
ERMEERGNEERE Impairment losses, net of reversal, on financial
E518 (NRREME) assets and contract assets I (333,022) (12,837)
HERDHHE Selling and distribution expenses - (572)
THER Administrative expenses (25,268) (31,163)
B A Finance costs 13 (420) (544)
S d=UNGIES Share of results of associates 1,299 (5739)
E3000) ] Loss before tax (346,805) (42,769)
FrEmEY Income tax expense 14 (1,616) (1,265)
TEERBIFERE Loss for the year from
L3 PA o] continuing operations 15 (348,421) (44,034)
CRLEREER Discontinued operations
AFEEREBRLELE Loss for the year from discontinued operations
ES5 A ot 19 (875,044) (1,011,445)
TEEBH Loss for the year (1,223,465) (1,055,479)
Hitt2m (%) /WA : Other comprehensive (expense)/
income:
RTEEMAEE Item that will not be reclassified to
BmZEH profit or loss
MEEJNEBELZ Exchange differences arising on translation
BRER to presentation currency (104,475) 2332
FEEHMZME Other comprehensive (expense)/
(FA%) WA income for the year (104,475) 2332
TEERERRAE Total comprehensive expense
for the year (1,327,940) (1,053,147)

FEMXBRER (£E) BRAE « 2020F K



SeRnkEM2ETnER
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

Uik 2020 2019
NOTE FE7T FET
HK$’000 HK$'000

(1= 5 51)

(re-presented)

TAEES AENRS Loss for the year attributable to
FEEHHE owners of the Company
REFBECEEH From continuing operations (186,315) (33,861)
PRI SE 3 From discontinued operations (875,044) (1,011,445)
(1,061,359) (1,045,306)
JESEHI I R A Loss for the year attributable to
TEEBR non-controlling interests
REFBCEEH From continuing operations (162,106) (10,173)
TEEGR Loss for the year (1,223,465) (1,055479)
MF AL Total comprehensive expense for the
SEMAXAH: year attributable to:
NNGIEZ 2N Owners of the Company (1,159,334) (1,042,031)
el il o Non-controlling interests (168,606) (I1,116)
(1,327,940) (1,053,147)
=1 ] Loss per share 20
REFELERBLRL From continuing and discontinued
Kexw operations
B () Basic (HK cents) (24.29) (23.93)
#E (B Diluted (HK cents) REANA A NA
REFBLEXS From continuing operations
B () Basic (HK cents) (4.26) (0.78)
B8 (B Diluted (HK cents) REANA A NA
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SaMBRRE

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R-E_EF+-_F=+—H
At 3/ December 2020

g 2020 2019
NOTE F#Ex FET
HK$’000 HK$'000
BE ASSETS
EREBEE Non-current assets
ME BB KRR Property, plant and equipment 21 362 194,507
REMZE Investment properties 22 - 130,724
FEREEE Right-of-use assets 23 = 6,342
BE Goodwill 24 - 2,004
B EE Intangible assets 25 - -
REE B2 Em Interests in associates 27 224,655 194,587
REEhEI#R Interests in joint ventures 28 - 932,381
FEW—EEETER Amount due from a joint venture 35 - 67351
BATESFARMEE Financial assets at fair value through

W (MR ATESA other comprehensive income

Hthz2mam)) ("FVTOCI")

ZERMEE 29 - 4,800
JERE T ERE Total non-current assets 225,017 1,532,696
MENEE Current assets

=78 Inventories 30 - 41,170
85 R EHMBEWR Trade and other receivables,

BE MBI deposits and prepayments 31 5,184 1,079,654
BHNEE Contract assets 32 - 226,518
FE U B AT Amounts due from associates 34 4,450 154,507
ER—EEERER Amount due from a joint venture 35 - 19,186
BEFRITER Pledged bank deposits, bank balances

RITEBRREE and cash 36 19,956 78,236
RENEENE Total current assets 29,590 1,599,271
= E LIABILITIES
mEaE Current liabilities

B 5 R HMEAR Trade and other payables 37 967,990 1,320,176
FE{S — e R Amount due to an intermediate

el YNSIEN holding company 33 508,564 -
N =VNEIE Amounts due to associates 34 - 23,372
ENEERER Amounts due to joint ventures 35 - 2,862
U %5 B Government grants 38 - 696
RIER Warranty provision 39 = 328,231
HBERENER Financial guarantee contract liabilities 40 496,479 -
FEIIRIE Taxation payable - 1,621
Ef= Borrowings 41 = 659,983
HE&®E Lease liabilities 42 1,430 5,078

REBRAE Total current liabilities 1,974,463 2,342,019
REARBE Net current liabilities (1,944,873) (742,748)
BELEARHAER Total assets less current liabilities (1,719,856) 789,948

FEMXBRER (£E) BRAE « 2020F K



FEMERRR
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

RIEZFF+-/F=+—H
At 3] December 2020

LiE 2020 2019
NOTE FHET FAET
HK$’000 HK$ 000
JERBAE Non-current liabilities
BB Government grants 38 - 27,520
() Borrowings 41 - 1,094,019
HEAR Lease liabilities 2y} 1,753 1,363
RLERBEE Deferred tax liabilities 43 399 17,833
JEREEFAE Total non-current liabilities 2,152 [,140,735
afFsE NET LIABILITIES (1,722,008) (350,787)
Em EQUITY
¢33 Capital and reserves
(& Share capital 44 436,900 436,900
(G Reserves (1,988,212) (828,878)
EREHER ARG EAL Deficiency attributable to owners of
the Company (1,551,312) (391,978)
TR s Non-controlling interests (170,696) 41,191
s ebe] TOTAL DEFICIENCY (1,722,008) (350,787)

KEFEN _TE”-_—FN\B=+—H# Approved by the Board of Directors on 31 August 2021 and are signed on
TN TEEAREE . its behalf by:

nET g
HAN QINGPING XU JUN
HITEE HITEE
EXECUTIVE DIRECTOR EXECUTIVE DIRECTOR
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GaEn2nR
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BE—E_FFF _H=A—HIEE

For the year ended 3| December 2020

FRRHAAER
Attributable to owners of the Company
NEEMRR JErERItE R
s ROEE  BRRE  Properyy ERRE  HEfMEE  RiEH Non-
Share Share Special  revaluation  Exchange Other Accumulated D3t controlling ekl
capital premium reserve reserve reserve reserves losses Sub-total interests Total
&7 iz Tiér TEr &7 7 Tér TEr &7 TEr
HK$ 000 HK$ 000 HK$000 HKS 000 HK$ 000 HK$ 000 HK$ 000 HKS 000 HK$ 000 HK$ 000
(Rt 24 (st (Hiatss
(H#4) ®)) i) (o)) (o)
(note 46 (note 46 (note 46 (note 46
(note 44) ®)0) ©)) o)) ®)i)
RIZE—HE-FB—H Atljenary 2009 436900 2732397 86,971 1399 146,766 10744 (2861,804) 650053 53,104 703,157
rEEFR Loss for the year - - - - - - (1045308) (1,045,306) (10073 (1,055479)
MHEFEREEZ  Exchange differences arising on
EREE translation to presentation
currency - - - - 3275 - - 3275 (943) 2332
FEE2E Total comprehensive income/
WA/ (@) %5 (expense) for the year - - - - 3275 - (1,045308)  (1,042031) (IL116) (1,053,147)
A-EHEAEZ Dividend to non-controling
FEFIERER A interest of a subsidiary
28 - - - - - - - - (197) (797)
o Transfer - - - - - 401 (401) - - -
RIZ-hE At 31 December 2019 and
+ZA=1+-Bk | January 2020
ZE°%f-A-H 436,900 2,732,397 86,971 1,399 150,041 107,825  (3,907,511) (391,978) 4,191 (350,787)
rEERA Loss for the year - - - - - - (1,061,359)  (1,061,359) (162,106)  (1,223,465)
NEZFEBEEZ  Exchange differences arising on
EREE translation to presentation
currency - - - - (97,975) - - (97,975) (6,500) (104,475)
REEZEBEIEE  Total comprehensive expense
for the year - - - - (97,975) - (1,061,359)  (1,159,334) (168,606)  (1,327,940)
H-AHEAT Dividend to non-controlling
R interest of a subsidiary
EfiRE - - - - - - - - (950) (950)
i Transfer - - - - - 816 (816) - - -
WEATEESAAE  Deconsolidation of subsidiaries - - - (1,399) (45,004)  (108,638) 155,041 - (42,331) (42,331)
RZE"EE At 31 December 2020
+ZR=+-H 436,900 2,732,397 86,971 - 7,062 3 (4,814,645) (1,551,312) (170,696)  (1,722,008)
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SaBERER
CONSOLIDATED STATEMENT OF CASH FLOWS

HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

M 2020 2019
NOTE FET FET
HK$’000 HK$000
&=l
(re-presented)
REIDFRERENE CASH FLOWS FROM
OPERATING ACTIVITIES

FRiaIEE Loss before tax
e Continuing operations (346,805) (42,769)
BRIELCEER Discontinued operations (875,310) (1,008,940)
(1,222,115) (1,051,709)

MU TS EELAE ! Adjustments for:
HEWA Interest income (5,390) (5,465)
FERX Interest expense 89,543 80,860
g EIA Dividend income (293) -

) d-UNCIE S Share of results of associates (289) 5076

LA EbEEE Share of results of joint ventures (63,511) (31,359)

BREERH Amortisation of intangible assets - 9,577

ME-BERFHITE Depreciation of property, plant and equipment 21,669 24463

BREBEZITE Depreciation of right-of-use assets 6,149 5,698

B 2 B B Government grants recognised (1,272) (708)

REMELTEEDZ Loss/(gain) from changes in fair value of

B8/ (&) investment properties 1,238 (112)

HE/MHENE BER (Gain)/loss on disposal/write-off of property,

RfEZ (K& /HE plant and equipment (3,056) 4267

NEFEERD ZAERE Impairment losses recognised in respect of

intangible assets - 55,432

WIE -BERREEDR 2 Impairment loss recognised in respect of

BEBE property, plant and equipment 11,812 15,874

MEAREERSIZ Impairment loss recognised in respect of right-

BB of-use assets 2,844 -

FER SN REREE AT Impairment losses, net of reversal, recognised

ABZUERELER in respect of trade balances arising from

e 2 RERE contracts with customers and amounts due

(30 B #B8[o0) from associates in trade nature 1,124,051 535,568
PR AR WG~ PR A E Impairment loss recognised in respect of other

REEtEAFEZMER receivables, amounts due from associates and

BB REEE joint ventures which are non-trade nature 137,908 75,969

N Write-down of inventories 42,711 22,623

mHEBELE Write-off of purchase deposits 15,463 23342

HBARBHGS Gain on deconsolidation of subsidiaries

MR & 19(a) (237,728) =
SEGTEPMTERE Operating loss before working capital changes (80,200) (230,604)
FEIEM Increase in inventories (11,337) (8812)
BZRAMENT 2 UK (Increase)/decrease in trade and other receivables,

M 0gm) deposits and prepayments (543,770) 129,596
AMEERL/ (Em) Decrease/(increase) in contract assets 3,503 (13,646)
FEUEE = AT (8I0) /7 (Increase)/decrease in amounts due from associates (62,787) 6,734
B 5 RHEMmEM T Increase/(decrease) in trade and other payables

2,/ i) 624,653 (117,051
FEREEE AT IILM,/ (F))  Increase/(decrease) in amounts due to associates 3,113 (1,973)
g hERIEM Increase in amounts due to joint ventures 47 465
REEE (R /1M (Decrease)/increase in warranty provision (27,034) 73,994
AREEzRiE Cash used in operations (93,812) (161,297)
BAMER Income taxes paid (739) (1940)
REEBMAZRERE Net cash used in operating activities (94,551) (163,237
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SaRERER

CONSOLIDATED STATEMENT OF CASH FLOWS
BE_F_FFEL_F=+—HIFE

M 2020 2019
NOTE FET TET
HK$’000 HK$000
(&5
(re-presented)
RAEHMIRERE CASH FLOWS FROM
INVESTING ACTIVITIES
KEREEREZRE Receipt of dividend income from
a joint venture 37,592 225,205
WEHE R ZRE Receipt of dividend income from an associate 1,974 -
KEZEATESARMZE Receipt of dividend from financial assets at
BmzEHMEEZRE FVTOCI 293 -
BUH & Interest received 371 4,555
HENE -BERRE Proceeds from disposal of property, plant and
g equipment 1,587 1,438
T BB T B Receipt of government grants - 754
-UNIF-5 Repayment from/(advance to) associates
(BTHENR 2B 4,569 (4,129)
BENE -BERHE Purchase of property, plant and equipment (4,698) (6919)
A KK A My 3 i
AELERD/ Repayment from/(advance to) joint ventures
(laTREREZERN) 51,933 (2293)
R—BMERT IR Capital injection in an associate - (2276)
W& A B EUH AR B AR Deconsolidation of subsidiaries 47(b) (61,659) -
NERWEE Addition of intangible assets - (2,082)
RETHELZHERE Net cash generated from investing activities 31,962 214253
MEEHRSRERE CASH FLOWS FROM
FINANCING ACTIVITIES
HEAEE New borrowings raised 232,486 426,443
BERE Repayment of borrowings (162,882) (407,999)
[SXRELS) Interest paid (50,521) (80,860)
BETEAE Repayment of lease liabilities (5,862) (5,598)
m)— Y 8 A B JF bl Dividend paid to non-controlling interest of a
R zEE subsidiary = (797)
MEEBME,/ (PA) 2 Net cash generated from/(used in) financing
Re3H activities 13,221 (68811
RERBEEEMALBHE NET DECREASE IN CASH
AND CASH EQUIVALENTS (49,368) (17,795)
SNEEXEH I FE Effect of foreign exchange rate changes (8,903) 7,193
K—B—HNRER CASH AND CASH EQUIVALENTS
REEEN AT | JANUARY 78,227 88,829
B+=B=+—HAMHRER  CASHAND CASH EQUIVALENTS
REEEM AT 31 DECEMBER 19,956 78227
RERREEENIA ANALYSIS OF CASH AND
CASH EQUIVALENTS
RITAEGERIRE Bank balances and cash 19,956 78227
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

GENERAL INFORMATION

China Energine International (Holdings) Limited (the “Company”,
together with its subsidiaries, associates and joint ventures, the
“Group”) was incorporated in the Cayman Islands with limited liability.
The addresses of the registered office and principal place of business
of the Company are disclosed in the corporate information to the
annual report. The Company's shares are listed on the Main Board of

The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The principal activities
of its major subsidiaries, associates and joint ventures are set out
in notes 26, 27 and 28, respectively, to the consolidated financial

statements.

In the opinion of the directors of the Company, its immediate holding
company is Astrotech Group Limited (“Astrotech”), a company
incorporated in the British Virgin Islands which holds 60.64% interest
in the Company. Astrotech is wholly owned by China Academy of
Launch Vehicle Technology (“CALT"), a state-owned enterprise in the
People's Republic of China (the “PRC"). China Aerospace Science and
Technology Corporation (“CASC") is the ultimate holding company
of the Company via the immediate shareholding of CALT. Both CASC
and CALT are companies established in the PRC.
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SR e M mRME
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BE—ZE _FFf A= —HIFE
For the year ended 3| December 2020

2.

mNET

ZEREHMBRENRBEEE G5
~g (TEBEHMAT)) B2
BEREAMBREER (BBMB
REED ) HR-BBUBRSER
BREEBMBERSEN (BBHMBR
HER)  FBGHER ((FBG

A s KRB -2ERAMBRE
TETHRFES LHRA (TSR
Al)) 2 BREEGRXREBLEHEH
(BNE) ZRERTE - AEBEHK
Mz TEEHBREBEN T

EAGHMAGEERETRAER
ER B ERENI TR FEM
T RIS B BRE £ o
B & 348 1 & R R 470 R 8 P 52 5 o
EMEENEIANEHBREHNE
FOMMNRZEGEVHBERRRME
AIRB RS SAREAEEEMES
PR o

FERBE_SZEF+A=F—
HEFEELREFBEREER 2
TP R518348,421,0008 T REEC
EIEF+ A=+ —HEEEK
BRBaBErEREERENIA
1,.944,873,0007 75 K 1,722,008,000 8
T RZIEZZF+ZA=+—8"
26 B B AR B (A kAT B 3 BV R
BHERNVBERENEEREN
W AT BRI D Bl A496,479,00078 70 K
508,564,000 70> ZEMEHENZ
E_EE+_A=+—HIBREE
“EIEF+ZA=+—HEH+Z
BEREAEE; MR ZTF
+TZB=+—HERERREEFEY
£7519,956,0007 7T ©

FEMXBRER (£E) BRAE « 2020F K

BASIS OF PREPARATION

These consolidated financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards ("HKFRSs") issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA"). HKFRSs comprise Hong Kong
Financial Reporting Standards (“HKFRS"); Hong Kong Accounting
Standards (“HKAS"); and Interpretations. These consolidated financial
statements also comply with the applicable disclosure provisions of
the Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”) and with the disclosure requirements of the Hong
Kong Companies Ordinance (Cap. 622). Significant accounting policies
adopted by the Group are disclosed below.

The HKICPA has issued certain new and revised HKFRSs that are first
effective or available for early adoption for the current accounting
period of the Group. Note 3 provides information on any changes
in accounting policies resulting from initial application of these
developments to the extent that they are relevant to the Group
for the current and prior accounting periods reflected in these

consolidated financial statements.

The Group incurred a net loss from continuing operations of
HK$348,421,000 during the vear ended 3| December 2020 and, as
of 31 December 2020, the Group had net current liabilities and net
liabilities of HK$1,944,873,000 and HK$1,722,008,000, respectively. The
Group's financial guarantee contract liabilities relating to guarantee
contracts issued by the Company to CALT and amount due to CALT,
amounted to HK$496,479,000 and HK$508,564,000 respectively, as at
31 December 2020, both of which were due as at 3|1 December 2020
or will be due for repayment within twelve months from 31 December
2020; while its cash and cash equivalents amounted to HK$19,956,000
only as at 31 December 2020.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2.

HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

BASIS OF PREPARATION (Continved)

In view of the above circumstances, the directors of the Company have

given careful consideration to the future liquidity and financial position

of the Group and its available sources of financing in assessing whether

the Group will have sufficient financial resources to continue as a going

concern. Certain plans and measures have been taken to mitigate the

liquidity position and to improve the Group's financial position which

include, but are not limited to, the following:

()

The Group has been actively negotiating with CALT to obtain
sufficient financial support from CALT to enable the Group to
continue its operations and for not demanding the Company
to fulfill its counter guarantee and guarantee obligations in
respect of the amount due to CALT by the Company as at 3|
December 2020 of HK$508,564,000 and financial guarantee
contract liabilities as at 31 December 2020 of HK$496,479,000
arising from certain counter-guaranteed loans borrowed by a
deconsolidated subsidiary of the Company including interest
payable totalling HK$889,341,000 and a guaranteed loan of
HK$475,263,000 or RMB400,000,000 advanced from CALT
to the Company through Aerospace Science and Technology
Finance Co,, Ltd. ("ASTF"), a fellow subsidiary of the Company,
as the trustee, and both of which are due currently or within
twelve months from 31 December 2020. On 20 May 2021,
CALT issued the Company a letter undertaking not to demand
repayment from the Company for the aforesaid guarantee
obligations and to provide all necessary financial support to the
Company. Such undertakings are effective for 18 months from

the issue date of the letter.
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2.

BASIS OF PREPARATION (Continved)

(i)~ The Group has been arranging for settlement of part of the
balances outstanding to its creditors. The Group has ongoing
communication with its creditors, and monitored closely any
settlement requests of trade and other payables. In the opinion
of the directors of the Company, it is expected that the Group
could further negotiate with its creditors and agree on the

settlement agreements where applicable.

The directors of the Company are of the opinion that, taking into
account the above-mentioned plans and measures, the Group will
have sufficient working capital to finance its operations and to meet
its financial obligations as they fall due within twelve months from the
date of approval of the consolidated financial statements. Accordingly,
the directors of the Company are satisfied that it is appropriate to

prepare the consolidated financial statements on a going concern basis.

Notwithstanding the above, since the execution of the above plans
and measures are in progress, significant uncertainties exist as to
whether management of the Group will be able to achieve its plans
and measures as described above. Whether the Group will be able to
continue as a going concern would depend upon the Group's ability
to generate adequate financing and operating cash flows through
the successful agreement with the Group's creditors of settlement

arrangements where applicable.

Accordingly, a material uncertainty exists that may cast significant
doubt on the Group's ability to continue as a going concern and
therefore the Group may be unable to realise its assets and discharge

its liabilities in the normal course of business.
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BASIS OF PREPARATION (Continved)

Should the Group fail to achieve the above mentioned plans and
measures, or should CALT no longer have the financial ability to
provide finance to the Group, it might not be able to continue to
operate as a going concern, and adjustments would have to be made
to reclassify the Group's non-current assets and non-current liabilities
as current assets and current liabilities respectively, to write down the
carrying amounts of the Group's assets to their recoverable amounts
and to provide for any provision for any contractual commitments
that have become onerous as at the end of the reporting period.
The effects of these adjustments have not been reflected in the

consolidated financial statements.

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS

(a) Application of new and revised HKFRSs

The Group has applied the Amendments to Reference to the
Conceptual Framework in HKFRS Standards and the following
amendments to HKFRSs issued by the HKICPA for the first
time, which are mandatorily effective for the annual period
beginning on or after | January 2020 for the preparation of the

consolidated financial statements:

Amendments to HKAS |
and HKAS 8

Definition of Material

Amendments to HKFRS 3 Definition of a Business

Amendments to HKFRS 9,
HKAS 39 and HKFRS 7

Interest Rate Benchmark Reform

Annual Report 2020  China Energine International (Holdings) Limited

97



98

s e B RR M

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BE—E_FFF _H=A—HIEE

For the year ended 3| December 2020

3. RAMIIREEITIEEME

REERN 2

(a) FERFMIREEITERMBR

SEM (@)

IS AEEBRFFRMNE LY
BwEEAF 65% (B5]4) - &
MM ERNEEER-

REFERBEBMBEREE
RIZERI MBS IER 2 1Rt (5T
X)) REBMBREEL (BT
F) TENTEENRATFERE
BFEZHBERARERR/
NZSHEEVBREMH K
BELEATE  LHAMESR
FHERSER (B5]X) 288

me:

EERHEFIRREERH
HRIEEH (B1T%) EAZEH

ZE R RBEANHESE 5
BT W ERIBE R KRB
NERMIISERAEY
RaMBRENEEEREY
BERZEMHREFHIRE
MZzEPHRERERERS
BENUHER MERENE
BRI BT ETE
SRFEHNMEENRE  EH
Bk (FHEBE) PUERN

BEMER SR

RAZEBIEHEEHHRE

4 B2 48R
Wi o

FEMXBRER (£E) BRAE « 2020F K

3.

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)

(a) Application of new and revised HKFRSs (Continued)

In addition, the Group has early applied the Amendments to
HKFRS 16, COVID-19-Related Rent Concessions.

The application of the Amendments to References to
the Conceptual Framework in HKFRS Standards and the
amendments to HKFRSs in the current year had no material
impact on the Group's financial position and performance
for the current and prior years and/or on the disclosures set
out in these consolidated financial statements. Impact of the

aforementioned other amendments to HKFRSs is as follows:

Amendments to HKAS 1 and HKAS 8 Definition of
Material

The amendments provide a new definition of material that states
“information is material if omitting, misstating or obscuring it
could reasonably be expected to influence decisions that the
primary users of general purpose financial statements make on
the basis of those financial statements, which provide financial
information about a specific reporting entity”. The amendments
also clarify that materiality depends on the nature or magnitude
of information, either individually or in combination with other
information, in the context of the financial statements taken as a

whole.

The application of the amendments had no impact on the

consolidated financial statements.
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ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)

(a) Application of new and revised HKFRSs (Continued)

Amendments to HKFRS 3 Definition of a Business

The amendments clarify the definition of a business and provide
further guidance on how to determine whether a transaction
represents a business combination. In addition, the amendments
introduce an optional “concentration test” that permits a
simplified assessment of whether an acquired set of activities
and assets is an asset rather than business acquisition, when
substantially all of the fair value of the gross assets acquired is
concentrated in a single identifiable asset or group of similar

identifiable assets.

The application of the amendments had no impact on the

consolidated financial statements.

Amendments to HKFRS 9, HKAS 39 and HKFRS 7
Interest Rate Benchmark Reform

The amendments modify specific hedge accounting requirements
to allow hedge accounting to continue for affected hedges
during the period of uncertainty before the hedged items
or hedging instruments affected by the current interest rate
benchmarks are amended as a result of the on-going interest

rate benchmark reform.

The application of the amendments had no impact on the

consolidated financial statements.
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ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)

(a) Application of new and revised HKFRSs (Continued)

Amendment to HKFRS 16 COVID-19-Related Rent
Concessions

The amendment provides a practical expedient that allows a
lessee to by-pass the need to evaluate whether certain qualifying
rent concessions occurring as a direct consequence of the
COVID-19 pandemic (“COVID-19-Related Rent Concessions”)

are lease modifications and, instead, account for those rent

concessions as if they were not lease modifications.

The Group has elected to early adopt the amendments and
applies the practical expedient to all qualifying COVID-19-
Related Rent Concessions granted to the Group during the year.
Consequently, any rent concessions received are accounted for
as negative variable lease payments recognised in profit or loss
in the period in which the event or condition that triggers those

payments occurred. There is no impact on the opening balance

of equity at | January 2020.
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FAMITREEIERME 3. ADOPTION OF NEW AND REVISED
BEEN @ HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)
(b) BHEGERRERZFTRE (b) New and revised HKFRSs in issue but not yet effective
EIERMBREEN
PRERMBREERF 65 (B Other than the amendments to HKFRS 16, COVID-19-Related
1) EEmRAEENEE Rent Concessions, the Group has not applied any new and
BB REBUREREME revised HKFRSs that have been issued but are not yet effective
BHERZZZEFE—F—H for the financial year beginning | January 2020. These new and
B 45 Y B A 2 1) R AR RO 3 revised HKFRSs include the following which may be relevant to
ST REEST BB BRG] the Group.
ZERME] REEITNEBY
REE QBT AIEEALXE
CEEEEEID
MU T BN
Z iR
EHREN
Effective for
accounting
periods beginning
on or after
EAMBRSEN DR  FE G ERE39% BBUMBRSELB7HR HEY “ET—fF
BREE B4R REBMBREEAT 65 (BFTA) MIREERE-F R —HR—H
Amendments to HKFRS 9, HKAS 39, HKFRS 7, HKFRS 4 and | January 2021
HKFRS 16 Interest Rate Benchmark Reform — Phase 2
ERAPHREEREIN (BTH) BRERZRR k= - 2
Amendments to HKFRS 3 Reference to the Conceptual Framework —HB—H
| January 2022
EBGHERE 65 (B:IX) WE -BRERERE | (FREBRANMENIE B ——
Amendments to HKAS 16 Property, Plant and Equipment: Proceeds before Intended Use —H—H
| January 2022
BB G ERIEITR (BT A) BREAN-BITEONRE “ECCF
Amendments to HKAS 37 Onerous Contracts — Cost of Fulfilling a Contract —HR—H
| January 2022
ERAVBRESEN _S-N\FE_Z_TFERNFEICE k- - 2
Annual Improvements to HKFRSs 2018 — 2020 Cycle —H—H
| January 2022
EBGHERE I (BTR) GENEARBIFERY “EC=F
Amendments to HKAS | Classification of Liabilities as Current or Non-Current == —i=

| January 2023
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ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)

(b) New and revised HKFRSs in issue but not yet effective
(Continued)

The Group is in the process of making an assessment of what
the impact of these amendments and new standards is expected
to be in the period of initial application. So far it has concluded
that the adoption of them is unlikely to have a significant impact

on the consolidated financial statements.

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared under
the historical cost convention, unless mentioned otherwise in the
accounting policies below (e.g. investment properties and financial

assets at FVTOCI that are measured at fair value).

The preparation of financial statements in conformity with HKFRS
requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the
Group's accounting policies. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements are disclosed in

note 5.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

The significant accounting policies applied in the preparation of these

consolidated financial statements are set out below.

()

Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to 31
December. Subsidiaries are entities over which the Group has
control. The Group controls an entity when it is exposed, or has
rights, to variable returns from its involvement with the entity
and has the ability to affect those returns through its power over
the entity. The Group has power over an entity when the Group
has existing rights that give it the current ability to direct the
relevant activities, i.e. activities that significantly affect the entity's

returns.

When assessing control, the Group considers its potential voting
rights as well as potential voting rights held by other parties. A
potential voting right is considered only if the holder has the

practical ability to exercise that right.

Subsidiaries are consolidated from the date on which control is
transferred to the Group. They are deconsolidated from the date

the control ceases.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

Consolidation (Continued)

The gain or loss on the disposal of a subsidiary that results in
a loss of control represents the difference between (i) the fair
value of the consideration of the sale plus the fair value of any
interest retained in that subsidiary and (i) the Company's share
of the net assets of that subsidiary plus any remaining goodwill
relating to that subsidiary. All amounts previously recognised
in other comprehensive income in relation to that subsidiary
are accounted for as if the Group had directly disposed of the
related assets or liabilities of the subsidiary (i.e. reclassified to
profit or loss or transferred to another category of equity as
specified/permitted by applicable HKFRSs).

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the

policies adopted by the Group.

Non-controlling interests represent the equity in subsidiaries
not attributable, directly or indirectly, to the Company. Non-
controlling interests are presented in the consolidated statement
of financial position and consolidated statement of changes in
equity within equity. Non-controlling interests are presented in
the consolidated statement of profit or loss and consolidated
statement of profit or loss and other comprehensive income as
an allocation of profit or loss and total comprehensive income
for the year between the non-controlling shareholders and

owners of the Company.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

(b)

Consolidation (Continued)

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling shareholders even if this results in the non-

controlling interests having a deficit balance.

Changes in the Company's ownership interest in a subsidiary
that do not result in a loss of control are accounted for as
equity transactions (i.e. transactions with owners in their
capacity as owners). The carrying amounts of the controlling and
non-controlling interests are adjusted to reflect the changes in
their relative interests in the subsidiary. Any difference between
the amount by which the non-controlling interests are adjusted
and the fair value of the consideration paid or received is
recognised directly in equity and attributed to the owners of the

Company.

Business combination and goodwill

The acquisition method is used to account for the acquisition
of a subsidiary in a business combination. The consideration
transferred in a business combination is measured at the
acquisition-date fair value of the assets given, equity instruments
issued, liabilities incurred and any contingent consideration.
Acquisition-related costs are recognised as expenses in the
periods in which the costs are incurred and the services are
received. Identifiable assets and liabilities of the subsidiary in the

acquisition are measured at their acquisition-date fair values.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b)

Business combination and goodwill (Continued)

The excess of the sum of the consideration transferred over the
Group's share of the net fair value of the subsidiary’s identifiable
assets and liabilities is recorded as goodwill. Any excess of the
Group's share of the net fair value of the identifiable assets
and liabilities over the sum of the consideration transferred is
recognised in consolidated profit or loss as a gain on bargain

purchase which is attributed to the Group.

In a business combination achieved in stages, the previously held
equity interest in the subsidiary is remeasured at its acquisition-
date fair value and the resulting gain or loss is recognised in
consolidated profit or loss. The fair value is added to the sum
of the consideration transferred in a business combination to

calculate the goodwill.

The non-controlling interests in the subsidiary are initially
measured at the non-controlling shareholders' proportionate
share of the net fair value of the subsidiary’s identifiable assets

and liabilities at the acquisition date.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b)

Business combination and goodwill (Continued)

After initial recognition, goodwill is measured at cost less
accumulated impairment losses. For the purpose of impairment
testing, goodwill acquired in a business combination is allocated
to each of the cash-generating units (“CGUs") or groups of
CGUs that is expected to benefit from the synergies of the
combination. Each unit or group of units to which the goodwill is
allocated represents the lowest level within the Group at which
the goodwill is monitored for internal management purposes.
Goodwill impairment reviews are undertaken annually, or more
frequently if events or changes in circumstances indicate a
potential impairment. The carrying value of the CGU containing
the goodwill is compared to its recoverable amount, which is the
higher of value in use and the fair value less costs of disposal.
Any impairment is recognised immediately as an expense and is

not subsequently reversed.

The Group's accounting policy for goodwill arising on the
acquisition of an associate and a joint venture is described

below.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(<)

Associates

Associates are entities over which the Group has significant
influence. Significant influence is the power to participate in the
financial and operating policy decisions of an entity but is not
control or joint control over those policies. The existence and
effect of potential voting rights that are currently exercisable
or convertible, including potential voting rights held by other
entities, are considered when assessing whether the Group
has significant influence. In assessing whether a potential voting
right contributes to significant influence, the holder's intention
and financial ability to exercise or convert that right is not

considered.

Interest in an associate is accounted for in the consolidated
financial statements by the equity method and is initially
recognised at cost. Identifiable assets and liabilities of the
associate in an acquisition are measured at their fair values
at the acquisition date. The excess of the cost of the interest
over the Group's share of the net fair value of the associate's
identifiable assets and liabilities is recorded as goodwill which
is included in the carrying amount of the interest. Any excess
of the Group's share of the net fair value of the identifiable
assets and liabilities over the cost of acquisition is recognised in

consolidated profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(<)

Associates (Continued)

The Group assesses whether there is an objective evidence that
the interest in an associate may be impaired. When any objective
evidence exists, the entire carrying amount of the interest
(including goodwill) is tested for impairment in accordance with
HKAS 36 as a single asset by comparing its recoverable amount
(higher of value in use and fair value less costs of disposal)
with its carrying amount. Any impairment loss recognised is not
allocated to any asset, including goodwill, that forms part of the
carrying amount of the interest. Any reversal of that impairment
loss is recognised in accordance with HKAS 36 to the extent
that the recoverable amount of the interest subsequently

increases.

The Group's share of an associate's post-acquisition profits
or losses and other comprehensive income is recognised
in consolidated statement of profit or loss and other
comprehensive income. When the Group's share of losses in an
associate equals or exceeds its interest in the associate (which
includes any long-term interests that, in substance, form part
of the Group's net interest in the associate), the Group does
not recognise further losses, unless it has incurred obligations
or made payments on behalf of the associate. If the associate
subsequently reports profits, the Group resumes recognising its
share of those profits only after its share of the profits equals

the share of losses not recognised.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(<)

(d)

Associates (Continued)

The gain or loss on the disposal of an associate that results in a
loss of significant influence represents the difference between (i)
the fair value of the consideration of the sale plus the fair value
of any interest retained in that associate and (i) the Group's
entire carrying amount of that associate (including goodwill). If
an interest in an associate becomes an interest in a joint venture,
the Group continues to apply the equity method and does not

remeasure the retained interest.

Unrealised profits on transactions between the Group and its
associates are eliminated to the extent of the Group's interests
in the associates. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the asset
transferred. Accounting policies of associates have been changed
where necessary to ensure consistency with the policies

adopted by the Group.

Joint arrangements

A joint arrangement is an arrangement of which two or more
parties have joint control. Joint control is the contractually
agreed sharing of control of an arrangement, which exists
only when decisions about the relevant activities require the
unanimous consent of the parties sharing control. Relevant
activities are activities that significantly affect the returns of the
arrangement. When assessing joint control, the Group considers
its potential voting rights as well as potential voting rights held
by other parties. A potential voting right is considered only if the
holder has the practical ability to exercise that right.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d)

Joint arrangements (Continued)

A joint arrangement is either a joint operation or a joint
venture. A joint operation is a joint arrangement whereby the
parties that have joint control of the arrangement have rights
to the assets, and obligations for the liabilities, relating to the
arrangement. A joint venture is a joint arrangement whereby the
parties that have joint control of the arrangement have rights to
the net assets of the arrangement. The Group has assessed the
type of each of its joint arrangements and determined them to

all be joint ventures.

Interest in a joint venture is accounted for in the consolidated
financial statements by the equity method and is initially
recognised at cost. Identifiable assets and liabilities of the joint
venture in an acquisition are measured at their fair values at
the acquisition date. The excess of the cost of the interest over
the Group's share of the net fair value of the joint venture's
identifiable assets and liabilities is recorded as goodwill, which
is included in the carrying amount of the interest. Any excess
of the Group's share of the net fair value of the identifiable
assets and liabilities over the cost of acquisition is recognised in

consolidated profit or loss.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d)

Joint arrangements (Continued)

The Group assesses whether there is an objective evidence
that the interest in a joint venture may be impaired. When
any objective evidence exists, the entire carrying amount of
the interest (including goodwill) is tested for impairment in
accordance with HKAS 36 as a single asset by comparing its
recoverable amount (higher of value in use and fair value less
costs of disposal) with its carrying amount. Any impairment loss
recognised is not allocated to any asset, including goodwill, that
forms part of the carrying amount of the interest. Any reversal
of that impairment loss is recognised in accordance with HKAS
36 to the extent that the recoverable amount of the interest

subsequently increases.

The Group's share of a joint venture's post-acquisition profits
or losses and other comprehensive income is recognised
in consolidated statement of profit or loss and other
comprehensive income. When the Group's share of losses in a
joint venture equals or exceeds its interest in the joint venture
(which includes any long-term interests that, in substance,
form part of the Group's net interest in the joint venture), the
Group does not recognise further losses, unless it has incurred
obligations or made payments on behalf of the joint venture.
If the joint venture subsequently reports profits, the Group
resumes recognising its share of those profits only after its share

of the profits equals the share of losses not recognised.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d) Joint arrangements (Continued)

The gain or loss on the disposal of a joint venture that results
in a loss of joint control represents the difference between
(i) the fair value of the consideration of the sale plus the fair
value of any interest retained in that joint venture and (i) the
Group's entire carrying amount of that joint venture (including
goodwill). If an interest in a joint venture becomes an interest in
an associate, the Group continues to apply the equity method

and does not remeasure the retained interest.

Unrealised profits on transactions between the Group and
its joint ventures are eliminated to the extent of the Group's
interests in the joint ventures. Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of
joint ventures have been changed where necessary to ensure

consistency with the policies adopted by the Group.

Annual Report 2020  China Energine International (Holdings) Limited

113



114

SR e M mRME
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BE—ZE _FFf A= —HIFE
For the year ended 3| December 2020

4,

FTE®

TR 2

(e) SMBIBE
(i) DEREZESEE
AEBETESEREZHH
%E%%FWJZIEE%%%%Z%

(ii)

ZEW% (rljjﬁ'éféﬂgj) 5t

tiin

EABZNEERERBAR
IARKE) MEEH
BRRANUKAB 225
BB (THBm) 250
KRB EERBR LB A
AN NCIRE: 3NN B
R ABAREEER
ER EAMBTAREN
2HEE -BRBAERAE
Sh R B IR AEIPR
EREHNERAEZRE
ENTFAETHARE

~

]]]

0

EEEMBREANZXS
&Ilggﬁ

INEZ BT EBE K
REARZRTERBRE
RINBEET - LUMNESHE
ZEREEREBRERR
EHRZERTLUHE
AR EBRAEE Z
m BRI R m A RS o

FEMXBRER (£E) BRAE « 2020F K

4.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(e)

Foreign currency translation

(i)

(ii)

Functional and presentation currency

ltems included in the financial statements of each of the
Group's entities are measured using the currency of
the primary economic environment in which the entity

operates (the “functional currency”).

The functional currency of the Company is Renminbi
("RMB") while the consolidated financial statements
are presented in Hong Kong dollars (“HK$"), which is
the Company's presentation currency. The directors
of the Company consider that HK$ is the appropriate
presentation currency since the Company is a public
company with the shares listed on the Stock Exchange
where most of its investors are located. All values in the
consolidated financial statements are rounded to nearest

thousand HK$ or RMB except when otherwise indicated.

Transactions and balances in each entity’s
financial statements

Transactions in foreign currencies are translated into
the functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies are
translated at the exchange rates at the end of each
reporting period. Gains and losses resulting from this

translation policy are recognised in profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(e) Foreign currency translation (Continued)

(i)

(iii)

Transactions and balances in each entity’s
financial statements (Continued)

Non-monetary items that are measured at fair value in
foreign currencies are measured using the exchange rates

at the dates when the fair values are measured.

When a gain or loss on a non-monetary item is
recognised in other comprehensive income, any exchange
component of that gain or loss is recognised in other
comprehensive income. When a gain or loss on a non-
monetary item is recognised in profit or loss, any
exchange component of that gain or loss is recognised in

profit or loss.

Translation on consolidation

The results and financial position of all the Group
entities (including associates and joint ventures) that
have a functional currency different from the Company's
presentation currency are translated into the Company's

presentation currency as follows:

- Assets and liabilities for each statement of financial
position presented are translated at the closing rate

at the date of that statement of financial position;
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e)

Foreign currency translation (Continued)

(iii) Translation on consolidation (Continued)

- Income and expenses are translated at average
exchange rates for the period (unless this average
is not a reasonable approximation of the cumulative
effect of the rates prevailing on the transaction
dates, in which case income and expenses are
translated at the exchange rates on the transaction
dates); and

- All resulting exchange differences are recognised in
other comprehensive income and accumulated in

the exchange reserve.

Additionally, on disposal of a group entity (including
an associate and a joint venture) which has the same
functional currency as the Company, the exchange
differences accumulated in exchange reserve arising on
translation of assets and liabilities of that group entity into
presentation currency of the Company are transferred

directly to accumulated losses.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

U]

(2)

Investment properties

Investment properties are properties which are owned to earn
rentals for capital appreciation.

Investment properties are initially measured at cost, including
any directly attributable expenditure. Subsequent to initial
recognition, investment properties are stated at fair value, unless
they are still in the course of construction or development at
the end of the reporting period and their fair value cannot be
reliably measured at that time.

Gains or losses arising from changes in the fair value of
investment properties are recognised in profit or loss for the
period in which they arise.

An investment property is derecognised upon disposal or when
the investment property is withdrawn from use. Any gain or
loss on disposal of an investment property is the difference
between the net sales proceeds and the carrying amount of the
property, and is recognised in profit or loss. Rental income from
investment properties is accounted for as described in note 4(v).

Property, plant and equipment

Property, plant and equipment are tangible assets that held
for use in the production or supply of goods or services,
or for administrative purposes (other than properties
under construction as described below) and are stated in
the consolidated statement of financial position at cost,
less subsequent accumulated depreciation and subsequent
accumulated impairment losses, if any.

Subsequent costs are included in the asset's carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. All other repairs and maintenance are
recognised in profit or loss during the period in which they are
incurred.
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4,

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(2)

Property, plant and equipment (Continued)

Depreciation of property, plant and equipment other than
construction in progress is calculated at rates sufficient to write
off their cost less their residual values over the estimated useful
lives on a straight-line basis. The principal annual rates are as

follows:

3% —

unexpired terms,

Leasehold land and buildings 5% or over the

whichever is shorter

Plant, equipment and machinery 9% — 15%
Wind energy plant and equipment 5% — 15%
Moulds and tools 25%
Furniture and office equipment 10% — 25%
Motor vehicles 18% — 25%

The residual values, useful lives and depreciation method
are reviewed and adjusted, if appropriate, at the end of each
reporting period, with the effect of any changes in estimate

accounted for on a prospective basis.

Construction in progress represents buildings under
construction and plant and equipment pending installation, and is
stated at cost less impairment losses. Depreciation begins when

the relevant assets are available for use.

The gain or loss on disposal of property, plant and equipment is
the difference between the net sales proceeds and the carrying

amount of the relevant asset, and is recognised in profit or loss.
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At inception of a contract, the Group assesses whether the

contract is, or contains, a lease. A contract is, or contains,

a lease if the contract conveys the right to control the use

of an identified asset for a period of time in exchange for

consideration. Control is conveyed where the customer has both

the right to direct the use of the identified asset and to obtain

substantially all of the economic benefits from that use.

(i)

The Group as a lessee

Where the contract contains lease component(s) and
non-lease component(s), the Group has elected not
to separate non-lease components and accounts for
each lease component and any associated non-lease

components as a single lease component for all leases.

At the lease commencement date, the Group recognises
a right-of-use asset and a lease liability, except for short-
term leases that have a lease term of |2 months or less
and leases of low-value assets which, for the Group are
primarily leasehold land and buildings and motor vehicles.
When the Group enters into a lease in respect of a low-
value asset, the Group decides whether to capitalise
the lease on a lease-by-lease basis. The lease payments
associated with those leases which are not capitalised are
recognised as an expense on a systematic basis over the

lease term.
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4,

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(h)

Leases (Continued)

(i)

The Group as a lessee (Continued)

Where the lease is capitalised, the lease liability is initially
recognised at the present value of the lease payments
payable over the lease term, discounted using the interest
rate implicit in the lease or, if that rate cannot be readily
determined, using a relevant incremental borrowing rate.
After initial recognition, the lease liability is measured at
amortised cost and interest expense is calculated using
the effective interest method. Variable lease payments
that do not depend on an index or rate are not included
in the measurement of the lease liability and hence are
charged to profit or loss in the accounting period in which

they are incurred.

The right-of-use asset recognised when a lease is
capitalised is initially measured at cost, which comprises
the initial amount of the lease liability plus any lease
payments made at or before the commencement date,
and any initial direct costs incurred. Where applicable, the
cost of the right-of-use assets also includes an estimate
of costs to dismantle and remove the underlying asset or
to restore the underlying asset or the site on which it is
located, discounted to their present value, less any lease
incentives received. The right-of-use asset is subsequently
stated at cost less accumulated depreciation and
impairment losses, except for the right-of-use assets that
meet the definition of investment property are carried at

fair value in accordance with note 4(f).
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4. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(h) Leases (Continued)

(i)

The Group as a lessee (Continued)

Right-of-use assets are depreciated on a straight-line basis
over the shorter of its estimated useful life and the lease

term.

Refundable rental deposits paid are accounted under
HKFRS 9 and initially measured at fair value. Adjustments
to fair value at initial recognition are considered as
additional lease payments and included in the cost of

right-of-use assets.

The lease liability is remeasured when there is a change
in future lease payments arising from a change in an index
or rate, or there is a change in the Group's estimate of
the amount expected to be payable under a residual
value guarantee, or there is a change arising from the
reassessment of whether the Group will be reasonably
certain to exercise a purchase, extension or termination
option. When the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying amount
of the right-of-use asset, or is recorded in profit or loss
if the carrying amount of the right-of-use asset has been

reduced to zero.
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4,

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(h)

Leases (Continued)

(i)

(ii)

The Group as a lessee (Continued)

The lease liability is also remeasured when there is a
change in the scope of a lease or the consideration for
a lease that is not originally provided for in the lease
contract (“lease modification”) that is not accounted
for as a separate lease. In this case the lease liability is
remeasured based on the revised lease payments and
lease term using a revised discount rate at the effective
date of the modification. The only exceptions are any rent
concessions which arose as a direct consequence of the
COVID-19 pandemic and which satisfied the conditions
set out in paragraph 46B of HKFRS 6. In such cases, the
Group took advantage of the practical expedient set out
in paragraph 46A of HKFRS 16 and recognised the change

in consideration as if it were not a lease modification.

The Group as a lessor

When the Group acts as a lessor, it determines at lease
inception whether each lease is a finance lease or an
operating lease. A lease is classified as a finance lease if it
transfers substantially all the risks and rewards incidental
to the ownership of an underlying assets to the lessee. If
this is not the case, the lease is classified as an operating

lease.
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4. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(i) Intangible assets

(i)

Internally-generated intangible assets — research
and development expenditure

Expenditure on research activities is recognised as
an expense in the period in which it is incurred.
An internally-generated intangible asset arising from
development activities (or from the development phase
of an internal project) is recognised only if all of the

following conditions are met:

- The technical feasibility of completing the intangible

asset so that it will be available for use or sale;

- Management intends to complete the intangible

asset and use or sell it;

- There is ability to use or sell the intangible asset;

- It can be demonstrated how the intangible asset will

generate probable future economic benefits;

- Adequate technical, financial and other resources to
complete the development and to use or sell the

intangible asset are available; and

= The expenditure attributable to the intangible asset

during its development can be reliably measured.
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4,

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

()

Intangible assets (Continued)

(i)

(ii)

Internally-generated intangible assets — research
and development expenditure (Continued)

Internally-generated intangible assets are stated at cost
less accumulated amortisation and impairment losses,
on the same basis as intangible assets that are acquired
separately. Amortisation is calculated on a straight-line
basis over their estimated useful lives of 5 years. Where
no internally generated intangible asset can be recognised,
development expenditure is recognised in profit or loss in

the period in which it is incurred.

Intangible assets acquired separately -
technology know-how and licence rights

Technology know-how and licence rights are stated at
cost less accumulated amortisation and impairment losses.
Amortisation is calculated on a straight-line basis over
their estimated useful lives. The principal useful lives are as

follows:

Technology know-how 6 years — 8 years

Licence rights 5 years
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

(k)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average basis.
The cost of finished goods and work in progress comprises
raw materials, direct labour and an appropriate proportion of
all production overhead expenditure, and where appropriate,
subcontracting charges. Net realisable value is the estimated
selling price in the ordinary course of business, less the
estimated costs of completion and the estimated costs

necessary to make the sale.

Contract assets and contract liabilities

Contract asset is recognised when the Group recognises
revenue before being unconditionally entitled to the
consideration under the payment terms set out in the contract.
Contract assets are assessed for expected credit losses (“ECL")
in accordance with the policy set out in note 4(ab) and are
reclassified to receivables when the right to the consideration

has become unconditional.

A contract liability is recognised when the customer pays
consideration before the Group recognises the related revenue.
A contract liability would also be recognised if the Group has an
unconditional right to receive consideration before the Group
recognises the related revenue. In such cases, a corresponding

receivable would also be recognised.
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4,

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k)

)

Contract assets and contract liabilities (Continued)

For a single contract with the customer, either a net contract
asset or a net contract liability is presented. For multiple
contracts, contract assets and contract liabilities of unrelated

contracts are not presented on a net basis.

When the contract includes a significant financing component,
the contract balance includes interest accrued under the

effective interest method.

Recognition and derecognition of financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when the Group
entity becomes a party to the contractual provisions of the

instrument.

Financial assets and financial liabilities are initially measured at
fair value except for trade receivables arising from contracts
with customers which are initially measured in accordance with
HKFRS 15. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities are
added to or deducted from the fair value of the financial assets

or financial liabilities, as appropriate, on initial recognition.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

)

(m)

Recognition and derecognition of financial instruments
(Continued)

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity.
If the Group neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the
transferred asset, the Group recognises its retained interest
in the asset and an associated liability for amounts it may
have to pay. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises a

collateralised borrowing for the proceeds received.

The Group derecognises financial liabilities when, and only
when, the Group's obligations are discharged, cancelled or have
expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and
payable, including any non-cash assets transferred or liabilities

assumed, is recognised in profit or loss.

Financial assets

All regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace. All
recognised financial assets are measured subsequently in their
entirety at either amortised cost or fair value, depending on the

classification of the financial assets.
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4,

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(m) Financial assets (Continued)

Equity investments

An equity investment is classified as fair value through profit
or loss (“FVTPL") unless it is not held for trading purposes
and on initial recognition of the investment the Group makes
an election to designate the investment at FVTOCI (non-
recycling) such that subsequent changes in fair value are
recognised in other comprehensive income. Such elections are
made on an instrument-by-instrument basis, but may only be
made if the investment meets the definition of equity from
the issuer's perspective. Where such an election is made, the
amount accumulated in other comprehensive income remains
in the investment revaluation reserve (non-recycling) until the
investment is disposed of. At the time of disposal, the amount
accumulated in the investment revaluation reserve (non-
recycling) is transferred to accumulated losses. It is not recycled
through profit or loss. Dividends from an equity investment,
irrespective of whether classified as at FVTPL or FVTOCI, are

recognised in profit or loss as other income.

(n) Trade and other receivables

A receivable is recognised when the Group has an unconditional
right to receive consideration. A right to receive consideration
is unconditional if only the passage of time is required before
payment of that consideration is due. If revenue has been
recognised before the Group has an unconditional right to

receive consideration, the amount is presented as a contract

asset.

Receivables are stated at amortised cost using the effective

interest method less allowance for ECL.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(0)

(p)

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions,
and short-term, highly liquid investments that are readily
convertible into known amounts of cash and which are subject
to an insignificant risk of changes in value, having been within
three months of maturity at acquisition. Bank overdrafts that are
repayable on demand and form an integral part of the Group's
cash management are also included as a component of cash and
cash equivalents for the purpose of the consolidated statement

of cash flows. Cash and cash equivalents are assessed for ECL.

Discontinued operations

A discontinued operation is a component of the Group (i.e. the
operations and cash flows of which can be clearly distinguished
from the rest of the Group) that either has been disposed of,
or is classified as held for sale, and which represents a separate
major line of business or geographical area of operations, or
is part of a single co-ordinated plan to dispose of a separate
major line of business or geographical area of operations, or is a

subsidiary acquired exclusively with a view to resale.

Classification as a discontinued operation occurs upon disposal
or when the component meets the criteria to be classified as
held for sale in accordance with HKFRS 5, if earlier. It also occurs

when the component is abandoned.
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4,

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(p)

(q)

(r)

Discontinued operations (Continued)

When an operation is classified as discontinued, a single amount
is presented in the consolidated statement of profit or loss,

which comprises:

- The post-tax profit or loss of the discontinued operation;

and

- The post-tax gain or loss recognised on the measurement
to fair value less costs to sell, or on the disposal, of the
assets or disposal group constituting the discontinued

operation.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified according
to the substance of the contractual arrangements entered into
and the definitions of a financial liability and an equity instrument
under HKFRSs. An equity instrument is any contract that
evidences a residual interest in the assets of the Group after
deducting all of its liabilities. The accounting policies adopted
for specific financial liabilities and equity instruments are set out

below.

Trade and other payables

Trade and other payables are recognised initially at their fair
value and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting would

be immaterial, in which case they are stated at cost.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s)

(t)

Financial guarantee contract liabilities

Financial guarantee contract liabilities are recognised as a
financial liability at the time the guarantee is issued. The liability is

initially measured at fair value and subsequently at the higher of:

- the amount determined in accordance with the ECL
model under HKFRS 9; and

- the amount initially recognised less, where appropriate,
the cumulative amount of income recognised in

accordance with the principles of HKFRS 5.

The fair value of financial guarantees is determined based on
the present value of the difference in cash flows between the
contractual payments required under the debt instrument and
the payments that would be required without the guarantee, or
the estimated amount that would be payable to a third party for

assuming the obligations.

Where guarantees in relation to borrowings or other
payables of associates and joint ventures are provided for no
compensation, the fair values are accounted for as contributions

and recognised as part of the cost of the interest.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at

amortised cost using the effective interest method.
Borrowings are classified as current liabilities unless the Group

has an unconditional right to defer settlement of the liability for

at least 12 months after the reporting period.
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4,

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(u)

v)

Equity instruments

An equity instrument is any contract that evidence a residual
interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the Company are

recorded at the proceeds received, net of direct issue costs.

Revenue and other income

Revenue is recognised when control over a product or service
is transferred to the customer, at the amount of promised
consideration to which the Group is expected to be entitled,
excluding those amounts collected on behalf of third parties.
Revenue excludes value added tax or other sales taxes and is

after deduction of any trade discounts.

Revenue from sales of wind energy related products is
recognised at a point in time when the customer obtains control
of a promised good and the Group satisfies a performance
obligation. The control is transferred when the products are
accepted on site which is the point of time the customers have
an ability to direct the use of the good and obtain substantially

all of the remaining benefits of the goods.

Revenue from sales of electricity from operation of wind power
field is recognised upon the satisfaction of its sole performance
obligation with its customers (when the electricity has been
transmitted to the customer). The amount recognised is based
on the observable price of the goods in the contracts since
there is no significant financing component and there is no

variable consideration.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

v)

(w)

Revenue and other income (Continued)

Interest income is recognised as it accrues using the effective
interest method. For financial assets measured at amortised cost
that are not credit-impaired, the effective interest rate is applied
to the gross carrying amount of the asset. For credit impaired
financial assets, the effective interest rate is applied to the
amortised cost (i.e. gross carrying amount net of ECL allowance)

of the asset.

Rental income receivable under operating leases is recognised
in profit or loss on a straight-line basis over the term of the
relevant lease, except where an alternative basis is more
representative of the pattern of benefits to be derived from the
use of the leased asset. Lease incentives granted are recognised
in profit or loss as an integral part of the aggregate net lease
payments receivable. Variable lease payments that do not
depend on an index or a rate are recognised as income in the

accounting period in which they are earned.

Employee benefits

(i)  Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid
as and when employees rendered the service. All short-
term employee benefits are recognised as an expense
unless another HKFRS requires or permits the inclusion of

the benefit in the cost of an asset.

A liability is recognised for benefits accruing to employees
(such as wages and salaries, annual leave and sick leave)

after deducting any amount already paid.
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4. FEGHHE @ 4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)
(w) EEEHN &= (w) Employee benefits (Continued)

(i) BHEFIEE (i)  Retirement benefit costs
BN ERZRARER 2 Payments to the government-managed retirement benefit
Rl AEEsE 23 schemes and the Mandatory Provident Fund Scheme are
AR ESRERBEE#E recognised as an expense when employees have rendered
EEHREFRR RS service entitling them to the contributions.

(iii) BEBEAEF (iij) Termination benefits
e N AEBTHE Termination benefits are recognised at the earlier of
180 [O] 12 fH 5% 35 48 I B Ko K the dates when the Group can no longer withdraw the
EEBABAR AL offer of those benefits, and when the Group recognises
BB ENE (URE restructuring costs and involves the payment of
HER7 %) Mo termination benefits.

(x) fEE/RT (x) Borrowing costs

ERRFEA BENLESE Borrowing costs directly attributable to the acquisition,

KREE MRERERBBLE construction or production of qualifying assets, which are assets

REBRTRRNHENEE) B that necessarily take a substantial period of time to get ready for

BERAERCEAZZEE their intended use or sale, are capitalised as part of the cost of

MBOMA BEEEEARAE those assets, until such time as the assets are substantially ready

HEBETRRYHE - REARS for their intended use or sale. Investment income earned on

BERBEENEETHERZH the temporary investment of specific borrowings pending their

FRFREREMBRNNEE expenditure on qualifying assets is deducted from the borrowing

WA PREBERERENES costs eligible for capitalisation.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(x)

()

Borrowing costs (Continued)

To the extent that funds are borrowed generally and used
for the purpose of obtaining a qualifying asset, the amount
of borrowing costs eligible for capitalisation is determined by
applying a capitalisation rate to the expenditures on that asset.
The capitalisation rate is the weighted average of the borrowing
costs applicable to the borrowings of the Group that are
outstanding during the period, other than borrowings made
specifically for the purpose of obtaining a qualifying asset. Any
specific borrowing that remain outstanding after the related
asset is ready for its intended use or sale is included in the
general borrowings pool for calculation of capitalisation rate on

general borrowings.

All other borrowing costs are recognised in profit or loss in the

period in which they are incurred.

Government grants

A government grant is recognised when there is reasonable
assurance that the Group will comply with the conditions

attaching to it and that the grant will be received.

Government grants relating to income are deferred and
recognised in profit or loss over the period to match them
with the costs they are intended to compensate. Specifically,
government grants whose primary condition is that the Group
should purchase, construct or otherwise acquire non-current
assets are recognised as a deduction from the carrying amount
of the relevant asset in the consolidated statement of financial
position and transferred to profit or loss on a systematic and

rational basis over the useful lives of the related assets.
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4,

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(y)

(2)

Government grants (Continued)

Government grants that become receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they

become receivable.

Taxation

Income tax represents the sum of the current tax and deferred

tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit recognised in profit or
loss because of items of income or expense that are taxable or
deductible in other years and items that are never taxable or
deductible. The Group's liability for current tax is calculated using
tax rates that have been enacted or substantively enacted by the

end of the reporting period.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used
in the computation of taxable profit. Deferred tax liabilities
are generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that it
is probable that taxable profits will be available against which
deductible temporary differences, unused tax losses or unused
tax credits can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from goodwill
or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that

affects neither the taxable profit nor the accounting profit.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(2)

Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on interests in subsidiaries, associates and
joint ventures, except where the Group is able to control the
reversal of the temporary difference and it is probable that the

temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that
it is no longer probable that sufficient taxable profits will be

available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised, based on tax rates that have been enacted
or substantively enacted by the end of the reporting period.
Deferred tax is recognised in profit or loss, except when it
relates to items recognised in other comprehensive income
or directly in equity, in which case the deferred tax is also

recognised in other comprehensive income or directly in equity.

The measurement of deferred tax assets and liabilities reflects
the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period, to

recover or settle the carrying amount of its assets and liabilities.
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4,

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(2)

Taxation (Continued)

For the purposes of measuring deferred tax for investment
properties that are measured using the fair value model, the
carrying amounts of such properties are presumed to be
recovered through sale, unless the presumption is rebutted.
The presumption is rebutted when the investment property is
depreciable and is held within a business model of the Group
whose business objective is to consume substantially all of the
economic benefits embodied in the investment property over
time, rather than through sale. If the presumption is rebutted,
deferred tax for such investment properties are measured
based on the expected manner as to how the properties will be

recovered.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS 12
requirements to right-of-use assets and lease liabilities separately.
Temporary differences relating to right-of-use assets and lease
liabilities are not recognised at initial recognition and over
the lease terms due to application of the initial recognition

exemption.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends to

settle its current tax assets and liabilities on a net basis.
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(aa) FEEMEERE

(aa) Impairment of non-financial assets
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The carrying amounts of non-financial assets are reviewed at
each reporting date for indications of impairment and where
an asset is impaired, it is written down as an expense through
the consolidated statement of profit or loss to its estimated
recoverable amount. The recoverable amount is determined
for an individual asset, unless the asset does not generate
cash inflows that are largely independent of those from other
assets or groups of assets. If this is the case, recoverable
amount is determined for the CGU to which the asset belongs.
Recoverable amount is the higher of value in use and the fair

value less costs of disposal of the individual asset or the CGU.

Value in use is the present value of the estimated future cash
flows of the asset or CGU. Present values are computed using
pre-tax discount rates that reflect the time value of money and
the risks specific to the asset or CGU whose impairment is

being measured.

Impairment losses for CGUs are allocated first against the
goodwill of the unit and then pro rata amongst the other assets
of the CGU. Subsequent increases in the recoverable amount
caused by changes in estimates are credited to profit or loss to

the extent that they reverse the impairment.
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4,

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(ab) Impairment of financial assets and contracts assets

The Group recognises a loss allowance for ECL on trade
and other receivables, contract assets and amounts due from
associates and joint ventures, pledged bank deposits, bank
balances and financial guarantee contracts. The amount of ECL is
updated at each reporting date to reflect changes in credit risk

since initial recognition of the respective financial instrument.

The Group always recognises lifetime ECL for trade receivables,
contract assets and amounts due from associates in trade nature.

The ECL on these assets are assessed individually.

For all other financial instruments, the Group recognises lifetime
ECL when there has been a significant increase in credit risk
since initial recognition. However, if the credit risk on the
financial instrument has not increased significantly since initial
recognition, the Group measures the loss allowance for that

financial instrument at an amount equal to 12-month ECL.

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of a financial instrument.
In contrast, 12-month ECL represents the portion of lifetime
ECL that is expected to result from default events on a financial
instrument that are possible within |2 months after the
reporting date. Assessments are made based on the Group's
historical credit loss experience, adjusted for factors that are
specific to the debtors, general economic conditions and an
assessment of both the current conditions at the reporting date

as well as the forecast of future conditions.
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(Continued)

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument
has increased significantly since initial recognition, the Group
compares the risk of a default occurring on the financial
instrument at the reporting date with the risk of a default
occurring on the financial instrument at the date of initial
recognition. In making this assessment, the Group considers
both quantitative and qualitative information that is reasonable
and supportable, including historical experience and forward-
looking information that is available without undue cost or
effort. Forward-looking information considered includes the
future prospects of the industries in which the Group's debtors
operate, obtained from economic expert reports, financial
analysts, governmental bodies, relevant think-tanks and other
similar organisations, as well as consideration of various external
sources of actual and forecast economic information that relate

to the Group's core operations.

In particular, the following information is taken into account

REBURESEERMEE B when assessing whether credit risk has increased significantly
THER since initial recognition:

- ERIAMNIS WH) L
NEEEF R E R TR
BEEE

- RESMIBNTHHE
EREEREERE

- an actual or expected significant deterioration in the
financial instrument's external (if available) or internal

credit rating;

- significant deterioration in external market indicators of

credit risk for a particular financial instrument;
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(ab) Impairment of financial assets and contracts assets
(Continued)

Significant increase in credit risk (Continued)

existing or forecast adverse changes in business, financial
or economic conditions that are expected to cause a
significant decrease in the debtor’s ability to meet its debt

obligations;

an actual or expected significant deterioration in the

operating results of the debtor;

significant increases in credit risk on other financial

instruments of the same debtor; and

an actual or expected significant adverse change in the
regulatory, economic, or technological environment of the
debtor that results in a significant decrease in the debtor’s

ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the

Group presumes that the credit risk on a financial asset has

increased significantly since initial recognition when contractual

payments are more than 30 days past due, unless the Group

has reasonable and supportable information that demonstrates

otherwise.
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(Continued)
Significant increase in credit risk (Continued)

Despite the foregoing, the Group assumes that the credit risk on
a financial instrument has not increased significantly since initial
recognition if the financial instrument is determined to have
low credit risk at the reporting date. A financial instrument is

determined to have low credit risk if:

(i) the financial instrument has a low risk of default;

(i) the debtor has a strong capacity to meet its contractual

cash flow obligations in the near term; and

(i) adverse changes in economic and business conditions in
the longer term may, but will not necessarily, reduce the
ability of the borrower to fulfill its contractual cash flow

obligations.

The Group considers a financial asset to have low credit risk
when the asset has external credit rating of “investment grade”
in accordance with the globally understood definition or if an
external rating is not available, the asset has an internal rating
of “performing”. Performing means that the counterparty has a

strong financial position and there is no past due amounts.

The Group regularly monitors the effectiveness of the criteria
used to identify whether there has been a significant increase in
credit risk and revises them as appropriate to ensure that the
criteria are capable of identifying significant increase in credit risk

before the amount becomes past due.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(ab) Impairment of financial assets and contracts assets

(Continued)
Definition of default

The Group considers the following as constituting an event of
default for internal credit risk management purposes as historical
experience indicates that receivables that meet either of the

following criteria are generally not recoverable.

- when there is a breach of financial covenants by the

counterparty; or

- information developed internally or obtained from
external sources indicates that the debtor is unlikely to
pay its creditors, including the Group, in full (without

taking into account any collaterals held by the Group).

Irrespective of the above analysis, the Group considers that
default has occurred when a financial asset is more than 90
days past due unless the Group has reasonable and supportable
information to demonstrate that a more lagging default criterion

is more appropriate.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(ab) Impairment of financial assets and contracts assets
(Continued)

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events
that have a detrimental impact on the estimated future cash
flows of that financial asset have occurred. Evidence that a
financial asset is credit-impaired includes observable data about

the following events:

- significant financial difficulty of the issuer or the

counterparty;

- a breach of contract, such as a default or past due event;

- the lender(s) of the counterparty, for economic or
contractual reasons relating to the counterparty’s
financial difficulty, having granted to the counterparty a
concession(s) that the lender(s) would not otherwise

consider;

- it is becoming probable that the counterparty will enter

bankruptcy or other financial reorganisation; or

- the disappearance of an active market for that financial

asset because of financial difficulties.
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(Continued)
Write-off policy

The Group writes off a financial asset when there is information
indicating that the debtor is in severe financial difficulty and
there is no realistic prospect of recovery, including when the
debtor has been placed under liquidation or has entered into
bankruptcy proceedings. Financial assets written off may still be
subject to enforcement activities under the Group's recovery
procedures, taking into account legal advice where appropriate.
A write-off constitutes a derecognition event. Any subsequent

recoveries are recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of
default, loss given default (i.e. the magnitude of the loss if
there is a default) and the exposure at default. The assessment
of the probability of default and loss given default is based
on historical data adjusted by forward looking information as
described above. As for the exposure at default, for financial
assets, this is represented by the assets’ gross carrying amount
at the reporting date; for financial guarantee contracts, the
exposure includes the amount drawn down as at the reporting
date, together with any additional amounts expected to be
drawn down in the future by default date determined based on
historical trend, the Group's understanding of the specific future
financing needs of the debtors, and other relevant forward-

looking information.
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(ab) Impairment of financial assets and contracts assets

BHIERERZ 51 2 R BT
®)

TREENEREEEREER
RBRBENBNAERNFRE
EHNRERERRNERTBEH I
RMFERERE RRERH
IR 2B EE MG 7
BERWRME > BREERBE
EEENREREEREEHR
MHBREERE R BHEE
EUWAREFERNRERE— N

fid 7= & [ 1S _E {8 3R 5 B3 S LAAR
éﬁ?%ﬁﬁﬁﬂﬁ%%éﬂﬁﬁ@ﬁéﬁ
BRI ANGERER
BRAREHRETZENA
HEEEENFRTEABEE A
AEERAREARZAFRN
NREASFRHEEBRNEE
EREEEFH ERABLHEZ
BEFRI e

REBRBGTRIFMEESR
TEMNRERGZTERE TER
B ERAE AR EREE -

(Continued)

Measurement and recognition of ECL (Continued)

For financial assets, the ECL are estimated as the difference
between all contractual cash flows that are due to the Group
in accordance with the contract and all the cash flows that the
Group expects to receive, discounted at the original effective
interest rate. For a lease receivable, the cash flows used for
determining the ECL are consistent with the cash flows used in

measuring the lease receivable in accordance with HKFRS 6.

If the Group has measured the loss allowance for a financial
instrument at an amount equal to lifetime ECL in the previous
reporting period, but determines at the current reporting date
that the conditions for lifetime ECL are no longer met, the
Group measures the loss allowance at an amount equal to
[2-month ECL at the current reporting date, except for assets

for which simplified approach was used.

The Group recognises an impairment gain or loss in profit or
loss for all financial instruments with a corresponding adjustment

to their carrying amount through a loss allowance account.
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4,

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(ac)

(ad)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a present legal or constructive
obligation arising as a result of a past event, it is probable that
an outflow of economic benefits will be required to settle the
obligation and a reliable estimate can be made. Where the time
value of money is material, provisions are stated at the present

value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-
occurrence of one or more future events are also disclosed as

contingent liabilities unless the probability of outflow is remote.

Warranties

Provisions for the expected cost of assurance-type warranty
obligations under the relevant contracts with customers are
recognised at the date of sale of the relevant products, at the
directors’ best estimate of the expenditure required to settle

the Group's obligation.
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For the year ended 3| December 2020

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(ae) Events after the reporting period

Events after the reporting period that provide additional
information about the Group's position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and are
reflected in the consolidated financial statements. Events after
the reporting period that are not adjusting events are disclosed
in the notes to the consolidated financial statements when

material.

CRITICAL JUDGEMENT AND KEY
ESTIMATES

Critical judgement in applying accounting policies

In the process of applying the accounting policies, the directors have
made the following judgements that have the most significant effect on
the amounts recognised in the consolidated financial statements (apart

from those involving estimations, which are dealt with below).

Going concern basis

These consolidated financial statements have been prepared on a
going concern basis, the validity of which depends upon the financial
support of the intermediate holding company of the Company at
a level sufficient to finance the working capital requirements of the
Group. Details are explained in note 2 to the consolidated financial

statements.
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5.

CRITICAL JUDGEMENT AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of

estimation uncertainty at the end of the reporting period, that have a

significant risk of causing a material adjustment to the carrying amounts

of assets and liabilities within the next financial year, are discussed

below.

(a)

Impairment of trade receivables and amounts due
from associates which are in non-trade nature

The management of the Group estimates the amount of ECL
of trade receivables and amounts due from associates which
are in non-trade nature based on individual assessment, after
considering internal credit ratings of debtors, forward-looking
information, recent trade relationships, financial background and
creditability of individual debtor, historical settlement records
such as default or delay in payments and aging analysis of such
balances and general economic conditions of the industry in
which the debtors operate. The estimated loss rate applied is
based on the internal credit rating assessed individually taking
into consideration of historical loss rates and forward-looking
information that is reasonable, supportable, and available to the
directors of the Company without undue costs or effort. At
every reporting date, the loss rates are reassessed and changes

in the forward-looking information are considered.

The provision of ECL is sensitive to changes in estimates. The
information about the Group's trade receivables and amounts
due from associates which are in non-trade nature and the
impairment assessment of such balances are disclosed in note

6(b).
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CRITICAL JUDGEMENT AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

(a)

(b)

Impairment of trade receivables and amounts due
from associates which are in non-trade nature
(Continued)

As at 3| December 2020, the carrying amounts of trade
receivables (including bills receivables in trade nature) and
amounts due from associates which are in non-trade nature
are HK$1,027,000 (2019: HK$983,249,000) and HK$4,450,000
(2019: HK$115918,000) net of allowance for ECL of
HK$498,681,000 (2019: HK$1,002,592,000) and HK$170,000
(2019: HK$36,485,000) respectively.

Impairment of financial guarantee contracts

The determination of the present value of the expected
payments to reimburse the financial guarantee contract
holder for a credit loss that it incurs requires estimation. The
management of the Group engages independent professional
valuer to estimate the allowance for ECL for financial guarantee
contracts based on individual assessment, after considering the
borrower's credit ratings and financial strength, historical default
experience, forward-looking information, and discount rate. The
estimated loss rate applied is based on the borrower's credit
ratings with reference to similar credit ratings disclosed by
external credit rating agencies and forward-looking information
that is reasonable, supportable, and available to the directors of
the Company without undue costs or effort. At every reporting
date, the loss rates are reassessed and changes in the forward-
looking information are considered. The discount rate is based
on the Group's management best estimate of the current
market assessment of the time value of money and the risks that

are specific to the cash flows.
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FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks: foreign
currency risk, credit risk, liquidity risk and interest rate risk. The Group's
overall risk management programme focuses on the unpredictability
of financial markets and seeks to minimise potential adverse effects on

the Group's financial performance.

(a) Foreign currency risk

The Group has minimal exposure to foreign currency risk
as most of its business transactions, assets and liabilities are
principally denominated in the functional currencies of the
Group entities, i.e. RMB. The Group currently does not have a
foreign currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group monitors its foreign
currency exposure closely and will consider hedging significant
foreign currency exposure should the need arise. The foreign

currency risk is not significant to the Group.

(b) Credit risk

Credit risk refers to the risk that the Group's counterparties
default on their contractual obligations resulting in financial
losses to the Group. The Group's credit risk exposures are
primarily attributable to trade and other receivables, contract
assets, pledged bank deposits, bank balances, amounts due
from associates, amounts due from joint ventures and financial

guarantee contracts.
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6. FINANCIAL RISK MANAGEMENT (Continued)

(b)

Credit risk (Continued)

As at 31 December 2020 and 2019, other than the financial
assets at FVTOCI, the carrying amounts of financial assets
as stated in the consolidated statement of financial position
represent the maximum exposure to credit risk which will cause
a financial loss to the Group due to failure to discharge an
obligation by the counterparties. The Group does not hold any
collateral or other credit enhancement to cover its credit risks
associated with its financial assets, except that the credit risks
associated with loans to a joint venture is mitigated because
they are pledged by land and building.

The Group has concentration of credit risk as 100% (2019:
29%) and 100% (2019: 86%) of the total trade receivables due
from the Group's largest debtor and the five largest debtors
respectively.

In addition, the Group has concentration of credit risk as 82%
(2019: 77%) of total amounts due from associates is due from
one associate. The Group has concentration of credit risk as
Nil% (2019: 78%) of total amounts due from joint ventures is
due from one joint venture. The Group monitors the exposure
to credit risk in respect of the amounts due from associates and
joint ventures through exercising significant influence or joint
control over their financial and operating policy decisions and

reviewing their financial position on a regular basis.

Except for financial assets at FVTOCI, the Group performed
impairment assessment for financial assets and other items
under ECL model. Information about the Group's credit risk
management, maximum credit risk exposures and the related

impairment assessment, if applicable, are summarised as below:
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6.

FINANCIAL RISK MANAGEMENT (Continved)

(b)

Credit risk (Continued)

Trade balances arising from contracts with customers
and amounts due from associates in trade nature

In order to minimise the credit risk, the management of the
Group has delegated a team responsible for determination of
credit limits and credit approvals. Before accepting any new
customer, the Group assesses the potential customer's credit
quality, assigns an internal credit rating and defines credit limits
by customer. Limits and credit rating attributed to customers
are reviewed on a periodic basis. Other monitoring procedures
are in place to ensure that follow-up action is taken to recover
overdue debts. In this regard, the directors of the Company
consider that the Group's credit risk is significantly reduced. In
addition, the Group performs impairment assessment under ECL

model on trade balances based on individual assessment.

The Group applies the simplified approach to provide for ECL
prescribed by HKFRS 9, which permits the use of the lifetime
expected loss provision for trade balances arising from contracts
with customers and amounts due from associates in trade

nature.
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6. FINANCIAL RISK MANAGEMENT (Continued)

(b)

Credit risk (Continued)

Trade balances arising from contracts with customers
and amounts due from associates in trade nature
(Continued)

Management assessed the ECL on trade balances arising from
contracts with customers and amounts due from associates
in trade nature individually by estimation with the internal
credit rating applied to each debtor (based on recent trade
relationships, financial background and creditability of individual
trade debtors, historical settlement records such as default
or delay in payments, aging analysis of such balances and
general economic conditions of industry in which the debtors
operate), subsequent settlements (for credit-impaired balances)
and adjusted for the forward looking information available
without undue costs or effort, including the expected market

competition in the future.

The management considered a trade balance is credit-impaired
when there is event of default occurred. The management
made assessment on trade debtor individually if there is event
of default such as significant litigation proceedings the debtor
involved due to breach of contracts and significant financial

difficulty that the debtor will probably enter liquidation.

However, in certain circumstances, the trade debtors more than
90 days past due is not considered as in default if there is recent
repayment record for those customers and continuous business

with the Group.

Annual Report 2020  China Energine International (Holdings) Limited

155



SR e M mRME
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BE—ZE _FFf A= —HIFE
For the year ended 3| December 2020

6. ERIEAMSERE = 6.
(b) fEEER 2

FINANCIAL RISK MANAGEMENT (Continved)

(b) Credit risk (Continued)
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Satisfactory

Trade balances arising from contracts with customers
and amounts due from associates in trade nature
(Continued)

As at 31 December 2020, trade balances arising from
contracts with customers, contract assets and amounts due
from associates in trade nature that were assessed to be
credit-impaired with aggregate gross carrying amount of
HK$566,003,000 (2019: HK$1,694,000,000) were assessed
individually.

As part of the Group's credit risk management, the Group
applies internal credit rating for its customers. The following
table provides information about the exposure to credit risk
for trade balances arising from contracts with customers and
amounts due from associates in trade nature which are subject
to lifetime ECL assessment and are individually assessed as at 3|
December 2020 and 2019.

2020 2019

IRE{E* ESHRE6HE REfE* EiRRE
Gross Gross

carrying Loss carrying Loss
amount* allowance amount* allowance
FEx FET FET FET
HK$’000 HK$’000 HK$'000 HK$'000
1,027 - 932,143 216,101

& ZEROEESRERRER
ENEENREBUBEATA
BRMEMe

FEMXBRER (£E) BRAE « 2020F K

b The amount included trade receivables and contract assets from

customers and amounts due from associates in trade nature.
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6. ERMEAMRER @ 6. FINANCIAL RISK MANAGEMENT (Continued)
(b) EEAEK ©&) (b) Credit risk (Continued)
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Trade balances arising from contracts with customers
and amounts due from associates in trade nature
(Continued)

Quality classification definitions:

“Satisfactory”: The counterparty has moderate default risk.

The estimated loss rate applied is based on the internal credit
rating assessed individually taking into consideration forward-
looking information that is reasonable, supportable, and available
to the directors of the Company without undue costs or effort.
Such forward-looking information is used by the directors of the
Company to assess both the current as well as the forecast of

future conditions at the reporting date.

The following table shows the movement in lifetime ECL that
has been recognised for trade balances arising from contracts
with customers including trade receivables, contract assets,
amounts due from associates in trade nature under the

simplified approach.
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6. ERIEAMSERE = 6. FINANCIAL RISK MANAGEMENT (cContinved)
(b) EEAEK ©&) (b) Credit risk (Continued)
HBEFRIUSHELNESE Trade balances arising from contracts with customers
BFREKHELATRESHE and amounts due from associates in trade nature
= () (Continued)
2HEN

EHEHE 2
(A REH EREHE

wWE (BEHEHAE) st
Lifetime ECL  Lifetime ECL
(not credit- (credit-
impaired) impaired Total
TE1 T#1 TET
HK$ 000 HK$ 000 HK$ 000
A _E-NEF At | January 2019
—H—H 39,473 829,946 869,419
DR EEE Impairment losses
recognised 174,868 367,325 542,193
BEERERE Impairment losses reversed (578) (6,047) (6,625)
E“#@E Exchange differences 2,338 (29,538) (27,200)
N ZE-NE At 31 December 2019 and
+ZA=+—HkK | January 2020
i 1
—HA—H 216,101 1,161,686 1,377,787
BRECEEAE Transfer to credit-impaired (230,002) 230,002 -
EERREREE Impairment losses
recognised - 1,132,494 1,132,494
BERHERE Impairment losses reversed - (8,443) (8,443)
b A=A Exchange differences 13,901 112,231 126,132
WEBARBUHES Deconsolidation of
ABR subsidiaries - (2,062,994) (2,062,994)
RIEZEE At 31 December 2020
+ZH=1—H - 564,976 564,976
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6. FINANCIAL RISK MANAGEMENT (Continued)

(b)

Credit risk (Continued)

Trade balances arising from contracts with customers
and amounts due from associates in trade nature
(Continued)

As a result of the changing in market environment during the
year, the result of the operation has not improved and the
collection of trade balances was below expectation, a significant
credit loss was recognised. The management has considered
the financial position of the counterparty individually and
taken into consideration the change of market environment to
determine the impairment allowance. During the year ended
31 December 2020, the management assessed the exposure at
default for credit-impaired trade balances arising from contracts
with customers including trade receivables and contract
assets by considering the future cash flows that the Group
expects to recover and provided HK$I,121,801,000 (2019:
HK$280,227,000) impairment allowance on such balances.
Impairment allowance of HK$Nil (2019: HK$174,290,000)
which is net of reversal were made on trade balances arising
from contracts with customers including trade receivables and

contract assets that are not credit-impaired.

During the vear ended 31 December 2020, the management
assessed the exposure at default for credit-impaired amounts
due from associates in trade nature and provided HK$2,250,000
(2019: HK$81,051,000) impairment allowance on such balances.
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6.

FINANCIAL RISK MANAGEMENT (Continved)

(b) Credit risk (Continued)

Amounts due from associates and amounts due from

Joint ventures which are non-trade nature

For amounts due from associates and amounts due from joint
ventures which are non-trade nature, the management of the

Group has taken into account the financial position of the

counterparties and forward-looking information.

For amounts due from an associate which is non-trade nature
of HK$Nil (2019: HKS$NIl) as at 31 December 2020, the Group
recognises lifetime ECL as the management of the Group
believes that there has been a significant increase in credit risk
since initial recognition as there is significant deterioration in
the operating result of the associate. During the year ended
31 December 2020, the management provided HK$Nil (2019:

HK$37,136,000) impairment allowance on such balance.

For amount due from a joint venture which is non-trade nature
of HK$NIl (2019: HK$67,351,000) as at 31 December 2020, the
Group recognises lifetime ECL as the management of the Group
believes that there has been a significant increase in credit
risk since initial recognition as there is significant deterioration
in the operating result of the joint venture. During the year
ended 31 December 2020, the management recognised the
credit loss with reference to the selling price of pledged land
and building (2019: the fair value of pledged land and building
based on the valuation performed by an independent valuer not
connected to the Group) and provided HK$13,540,000 (2019:

HK$38,833,000) impairment allowance on such balance.
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For the year ended 3| December 2020

6. FINANCIAL RISK MANAGEMENT (Continued)

(b)

Credit risk (Continued)

Amounts due from associates and amounts due from
jJoint ventures which are non-trade nature (Continued)

For the remaining balances of amounts due from associates
which are non-trade nature of HK$4,450,000 (2019:
HK$115,918,000) and amount due from a joint venture which
is non-trade nature of HK$NIl (2019: HK$19,186,000) as at 31
December 2020, the management of the Group believes that,
save as an impairment allowance of HK$170,000 (2019: HK$NIl)
recognised during the vyear ended 31 December 2020 for a
balance which has significant increase in credit risk since initial
recognition, there are no significant increase in credit risk since
initial recognition and the Group provided impairment based on
[2-month ECL. During the years ended 3| December 2020 and
2019, the Group assessed the ECL for these balances unsecured
balances of amounts due from associates were insignificant and
thus no loss allowance was recognised.

Other receivables

For other receivables, the management of the Group has taken
into account the historical default experience and forward-
looking information, as appropriate, for example, the Group has
considered the consistently low historical loss rate in connection
with payments, and concluded that credit risk inherent in
the Group's outstanding other receivables is insignificant. The
directors of the Company believe that there is no significant
increase in credit risk of these amounts since initial recognition
and the Group provided impairment based on |2-month ECL.
For the years ended 31 December 2020 and 2019, the Group
assessed the ECL for other receivables were insignificant and

thus no loss allowance was recognised.
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6.

TRERERE 2

(b)
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6.

FINANCIAL RISK MANAGEMENT (Continved)

(b) Credit risk (Continued)

Pledged bank deposits and bank balances

The management of the Group considers the pledged bank
deposits and bank balances that are deposited with the financial
institutions with high credit rating to be low credit risk financial
assets. The management of the Group considers the pledged
bank deposits and bank balances are short-term in nature and
the probability of default is negligible on the basis of high-credit-

rating issuers, and accordingly, loss allowance was considered as

insignificant.

Financial guarantee contracts

For financial guarantee contracts, the maximum amount that
the Group has guaranteed under the guarantee contracts
was HK$889,341,000 or RMB748,505,000 as at 31 December
2020. At the end of the reporting period, the directors of
the Company have performed impairment assessment, and
concluded that there has been significant increase in credit risk
since initial recognition of the financial guarantee contracts.
Accordingly, the loss allowance for financial guarantee contracts
issued by the Group is measured at an amount equal to lifetime
ECL (not credit-impaired). However, no impairment allowance
was recognised in the consolidated financial statements
for the year ended 31 December 2020 as the financial
guarantee contract liabilities of the Group were arisen from
deconsolidation of subsidiaries as detailed in note 47(b) near 31

December 2020. Details of the financial guarantee contracts and

quantitative disclosures are set out in note 40 and this note.
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6. FINANCIAL RISK MANAGEMENT (Continued)

(<)

Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group's operations
and mitigate the effects of fluctuations in cash flows. The
management monitors the utilisation of banking facilities and

ensures compliance with loan covenants.

The amount of net current liabilities of the Group is
HK$1,944,873,000 as at 31 December 2020, which causes the
Group in significant liquidity risk. At the end of the reporting
period, the Group has taken appropriate measures as set out in

note 2 to mitigate such liquidity risk.

The following table details the Group's remaining contractual
maturity for its financial liabilities based on the agreed
repayment terms. The table has been drawn up based on the
undiscounted cash flows of financial liabilities based on the
earliest date on which the Group can be required to pay. The
table includes both interest and principal cash flows. To the
extent that interest flows are floating rate, the undiscounted
amount is derived from interest rate curve at the end of the

reporting period.
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For the year ended 3| December 2020

6. SHREAMKER

(c) REBAEEE &
HEEZ RFIFEREZ

it JutJ:2 00

6. FINANCIAL RISK MANAGEMENT (Continued)

(c) Liquidity risk (Continued)

Liquidity and interest risk tables

KR
MEFY  HERE REinE
1l %ft Su-@A -EZfiR Z@RAE-§  -EIf L HREfE
Weighted
average Total
effective On  Lessthan | monthto 3 months to | year to undiscounted Carrying
interest rate demand I' month 3 months | year Syears  cash flows amount

¥ FE7T &7 FET FET &7 FE7 FET
Z HK$000 HK$000 HK$000 HK$000 HKS000 HK$000 HKS000

BAREMEN Trade and other payables - 967,990 - - - - 967,990 967,990
P — BB RRATR  Amount due to an intermediate
holding company - 508,564 - - - - 508,564 508,564
IBERANER Financial guarantee contract liablties - - 362,121 36,212 491,008 - 889,341 496,479
HEaE Lease liabilties 4.40 - 129 258 1,159 1,804 3,350 3,183
1,476,554 362,250 36,470 492,167 1,804 2369245 1,976,216
“E-1nf 2019
BARAME Trade and other payables - 121983 9,361 12860 87,331 - IDBISE 131515
fgak Lease liabilties 435 - 30 401 4207 1379 6489 644
BE-T8 Borrowings - fixed rate 456 - - 46,00 532707 1,168,742 1,747,669 | 455763
BE-T8 Borrowings - floating rate 474 - - - 102479 - 102479 98,39
RABEAT Amounts due to associates - BN - - - - BN BN
EfiaghER Amounts due to joint ventures - 1862 - - - - 2862 2862
1,148,197 9663 59661 76744 L0020 311438 308192

(d) FERER

FEBARR_TZ_TERC
E-NEFERITER R
H3)RIEZZERZE—N
FEFERITHEE GERMF41)
BRzREREN XK -8
EBREERAXRE TERE
EEREREE—SHAFEXE

A
B o
AR

FEMXBRER (£E) BRAE « 2020F K

(d) Interest rate risk

The Group is exposed to cash flow interest rate risk in relation
to variable-rate bank balances for 2020 and 2019 as detailed in
note 36 and variable-rate bank borrowings for 2020 and 2019
as detailed in note 41.The management continuously monitors
interest rate fluctuation and will consider further hedging

interest rate risk should the need arise.
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For the year ended 3| December 2020

6. FINANCIAL RISK MANAGEMENT (Continued)

(d)

Interest rate risk (Continued)

The Group is also exposed to fair value interest rate risk in
relation to fixed-rate pledged bank deposits for 2020 and 2019
as detailed in note 36, fixed-rate borrowings for 2020 and 2019
as detailed in note 41, amount due from an associate that bears
fixed interest rate for 2020 and 2019 as detailed in note 34 and
amount due from a joint venture that bears fixed interest rate
for 2020 and 2019 as detailed in note 35 and lease liabilities
as detailed in note 42. The management monitors interest rate
exposure and will consider repaying the fixed-rate borrowings

when significant interest rate exposure is anticipated.

The Group's exposures to interest rates on financial liabilities
are detailed in the above liquidity risk section of this note. The
Group's cash flow interest rate risk is mainly concentrated on
the fluctuation of PRC Loan Prime Rate and the People's Bank

of China Benchmark Interest Rate.

At 31 December 2020, if interest rates had been 10 basis
points (2019: 10 basis points) lower with all other variables held
constant, consolidated loss after tax for the year would have
been HK$NIl (2019: HK$74,000) lower, arising mainly as a result
of lower interest expense on bank borrowings. If interest rates
had been 10 basis points (2019: 10 basis points) higher, with all
other variables held constant, consolidated loss after tax for the
year would have been HK$NIl (2019: HK$74,000) higher arising

mainly as a result of higher interest expense on bank borrowings.
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6. SRBERER = 6. FINANCIAL RISK MANAGEMENT (Continued)
(e) M+=-R=+—HHMEMIA (e) Categories of financial instruments at 31 December
me
2020 2019
FEr FET
HK$’000 HK$'000
eHEE: Financial assets:
BEERAGTEY Financial assets at amortised cost
TREE 28,114 1,358,239
BATEAEMEE  Financial assets at FVTOC!
WENEMEE - 4,800
28,114 1,363,039
EHEaE: Financial liabilities:
BEENATE Financial liabilities at amortised cost
THEs 1,476,554 3011751
MHERENEE Financial guarantee contract liabilities 496,479 -
1,973,033 3,011,751
(H 2FE (f) Fair values
rEENEREEREHREE The carrying amounts of the Group's financial assets and
RiEEHHBIRRRRMERE financial liabilities as reflected in the consolidated statement of
BEREZEENATERSE financial position approximate their respective fair values.

166 HEMX SRR (EE) SRAT « 202058



REMB BRI

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AT E

ATEERAERMTSE2HEZH
REFR ST HESEFMBNNEEZR
BEARNZEBR -UTREZAT
EtEERATEER BRABMRE
BUFEATEZEERMTZHAR

BOBA=R
E—4R
WABE .
BT
BWABE
%Ell&
BWABE

AEENRFERRH
EETS LARE
ENERERSZRE
(CRICHRE) -

FRE—RAESZR
BLASh Bl H 1% 5
EREREENAR
ZERMEHZEA
ik

OB REENE
RZEHNMESHE
AHg

AEEZHRENBEFHAENSE
BZBRHRESH B BIBAK
BHZERBERNZ—-

HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

FAIR VALUE MEASUREMENTS

Fair value is the price that would be received to sell an asset or

paid to transfer a liability in an orderly transaction between market

participants at the measurement date. The following disclosures of fair

value measurements use a fair value hierarchy that categorises into

three levels the inputs to valuation techniques used to measure fair

value:

Level | inputs:

Level 2 inputs:

Level 3 inputs:

quoted prices (unadjusted) in active markets for
identical assets or liabilities that the Group can access

at the measurement date.

inputs other than quoted prices included within Level
| that are observable for the asset or liability, either

directly or indirectly.

unobservable inputs for the asset or liability.

The Group's policy is to recognise transfers into and transfers out

of any of the three levels as of the date of the event or change in

circumstances that caused the transfer.
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For the year ended 3| December 2020

1. AFEHES 7. FAIR VALUE MEASUREMENTS (Continved)
() 2FEEBRPRRAMESE : (a) Disclosures of level in fair value hierarchy:

ERE=RZATEME
Fair value measurements

using Level 3

2020 2019
FET TAET
iREA Description HK$’000 HK$ 000
BEEATEME: Recurring fair value
measurements:
BATEF AEM Financial assets at FVTOCI
EHEBAR
THEE
FETRERE Unlisted equity investment - 4,800
BEM= Investment properties
BEME—P Commercial property — Shenzhen,
EEE RN Guangdong Province, PRC - 48,226
THERAAE- Industrial complex — Tieling,
REREEHED Liaoning Province, PRC - 82,498
- 130,724
4t Total - 135,524
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For the year ended 3| December 2020

ATEE @ 7. FAIR VALUE MEASUREMENTS (Continved)
(b) UB=BRATFEHEZEEY (b) Reconciliation of assets measured at fair value based
IR on level 3:
BATE
AR
2EUEE
EMEE BEME @at
Financial
assets at Investment
FVTOCI properties Total
TFET TET TFET
REA Description HK$'000 HK$ 000 HK$ 000
=y S At | January 2019

—A—H 4,908 133,531 138,439
RIBHERH R Total gains or losses recognised

S BAREE in profit or loss (note (i)

(PH3E(7)) - 112 112
bE 2 =28 Exchange differences (108) (2.919) (3,027)
RIZE—NEF At 31 December 2019 and

+ZA=+—H | January 2020

R-E-BE

—HR—H 4,800 130,724 135,524
RiEm SRR Total gains or losses recognised

Wz EZEETE%@EE in profit or loss (note (ii))

GEAO) - (1,238) (1,238)

bE R =% Exchange differences 309 8,340 8,649
WE@THNQ 474  Deconsolidation of subsidiaries

AR (5,109) (137,826) (142,935)
ATEIERRF At 31 December 2020

TZBE=+—H - - -
F5E Notes:

() BER|BEER () Include gains or losses for

FIREEEZI assets held at the end of

makEs 18 the reporting period - 112 112
(i) BERBEHAR (i) Include gains or losses for

FIBEEEZI assets held at the end of

mIE1E the reporting period = = =

PRS2 W m NG REE
(a%ﬁ“%ﬁ%iﬁﬁﬂiﬁﬁhﬁzﬁ
FEE) DNGERaRTUAE

i REEES

The total gains or losses recognised in profit or loss including
those assets held at the end of the reporting period are
presented in other gains and losses in the consolidated

statement of profit or loss.
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1.

FAIR VALUE MEASUREMENTS (Continved)

(<)

Disclosure of valuation process used by the Group
and valuation techniques and inputs used in fair value

measurements:

The Group's financial controller is responsible for the fair value
measurements of assets and liabilities required for financial
reporting purposes, including level 3 fair value measurements.
The financial controller reports directly to the Board of
Directors of the Company (the “Board”) for these fair value
measurements. Discussions of valuation processes and results
are held between the financial controller and the Board at least

twice a year.

For level 3 fair value measurements, the Group will normally
engage external valuation experts with the recognised
professional qualifications and recent experience to perform the

valuations.

Key unobservable inputs used in level 3 fair value measurements

are mainly:

- discount rate, revenue growth rate and operating margin
(taking into account management's experience and

knowledge of market conditions of the specific industries)

- capitalisation rate (estimated based on the capitalisation
of rental income potential, nature of the property,

prevailing market condition)

- monthly rent (estimated based on net floor area, using
direct market comparables and taking into account age,
location and individual factors such as location and size of

property of RMB/sq.m.)
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BE-E=F
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QAFEHE @ 7. FAIR VALUE MEASUREMENTS (Continved)

(c) BEBEFERAZEERFURS (c) Disclosure of valuation process used by the Group
FEMAERBZEEST ERE and valuation techniques and inputs used in fair value
ABBZERE: (& measurements: (Continued)

BERAFEHNE Level 3 fair value measurements
BAZRENY
BA {E{E FTARRBALE e AFEZHE AFE
Effect on
fair value for
Valuation Unobservable increase of
Description technique inputs Range inputs Fair value
2020 2019
FET FET
HK$’000 HK$000
BE
Assets
DERBATEHA R ERRA BRE 1.69% B - 4,800
Hitt2@EME 2 Dividend discount Discount rate Decrease
ERMEEN approach
FLmRERE W RE 0% - 2% 1B
Unlisted equity Revenue growth rate Increase
investment classified
as financial assets at RERAE 19.81% - 1210
FVTOCI Operating margin 42.45% Increase
MRPEERE ERERLE BRELEE 4% e - 48226
Tz ERME Direct capitalisation Capitalisation rate Decrease
Commercial property in approach
Shenzhen, Guangdong B FFHK 1210
Province, PRC Monthly rent AR#1007T Increase
RMBI100/sq.m.
URPEEES BEREXEE EEN(r 5.5% b - 82498
BEmeIE Direct capitalisation Capitalisation rate Decrease
ReXE approach
Industrial complex in A BEFXK &
Tieling, Liaoning Monthly rent AR®IIT Increase
Province, PRC RMBI I/sq.m.
- 135,524
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For the year ended 3| December 2020

8.

i 25 8. REVENUE
FRARBRBLCEXB RIBER Disaggregation of revenue from contracts with customers by major
BEADZRKBERRENZWE DU products line for the year from continuing operations is as follows:
1S
2020 2019
FET TH7T
HK$°000 HK$ 000
(=7
(re-presented)
EAMBHREEN Revenue from contracts with
FBISHEEAZ customers within the scope of
REEFAMZWE  HKFRS I5
HERERZEE Sales of electricity from operation of
BN wind power field 26,151 25972

AEBRBEINRERZHEEEERS
Wit KRR Y - HERB RS
BEZBNNERATRINE—EYN
EAR (AEREHENE) BRI
moBRNEEREORNERNATE
RERE REARILEZEAMEN
o REREAE.

FFEHEGNAN—FAUT -FE
MHREENF SHEAFAREDR

ERERTMEHINLZE-

FEMXBRER (£E) BRAE « 2020F K

The Group's revenue from continuing operations from external
customers are recognised at a point in time. Revenue from sales of
electricity from operation of wind power field is recognised upon the
satisfaction of its sole performance obligation with its customers (when
the electricity has been transmitted to the customer). The amount
recognised is based on the observable price of the goods in the
contracts since there is no significant financing component and there is

no variable consideration.

All sales contracts are for periods of one year or less. As permitted
under HKFRS 15, the transaction price allocated to these unsatisfied

contracts is not disclosed.
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For the year ended 3| December 2020

9. OTHER INCOME

2020 2019
FET TFAET
HK$’000 HK$ 000
(EE5)

(re-presented)

FEREER Continuing operations
RERITHEERZ Interest income from bank balances
HMEWA 69 64
BT BB (MisE) Government grants (note) 1,614 1,434
HIBIA Sundry income 737 3,143
2,420 4,641
Mgt Note:

£ 821600087 (ZT—NE 2B IE
E B BT R (R 7h 2 51 B4R (2 2 3w il X 4B B
B BREE1,3980008 T (CE—h&E (KE
Bll) 1,434,000%7T) 5 R E BT /BT R
BEBEREMEMBERTAEEZEER
B U Re RN AR 5 1 R R R 3B E AR (T (EHR))
2R o ZE BRI R I B EM o

An amount of HK$216,000 (2019: HK$Nil) represents COVID-19 related
subsidies in respect of Employment Support Scheme provided by the Hong Kong
Government. The remaining amount of HK$1,398,000 (2019 (re-presented):
HK$1,434,000) represents operating subsidies granted to the Group by the
PRC government/authorities for operation of windfarm and other technology
development, and reduction approval from the PRC tax authorities on Value Added

Tax (“VAT"). There are no unfulfilled conditions attached to those grants.
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For the year ended 3| December 2020

10. Efthira R i54R

10. OTHER GAINS AND LOSSES

2020 2019
FET THET
HK$’000 HK$ 000
(EE5)

(re-presented)

FEREER Continuing operations
BHEFESR Net exchange gain/(loss) recognised

Wi,/ (B518) 388 1,253 (382)
MIE-BEREE Impairment losses recognised in respect of

FEs8 2 M ER1E property, plant and equipment (668) -
TEREEERTZ Impairment losses recognised in respect of

HEBE right-of-use assets (2,844) -

(2,259) (382)

1. EMEERAVNEERES 1. IMPAIRMENT LOSSES, NET OF REVERSAL,
ON FINANCIAL ASSETS AND CONTRACT

18 (NP E)

FREEEH

MEREERENZ
BRERESZ
BERE (0FREEE)

TN —EHE AT

HeB 2R ERER

ASSETS

Continuing operations

Impairment losses, net of reversal,
recognised in respect of trade balances
arising from contracts with customers

Impairment loss recognised in respect of
amount due from an associate which is

non-trade nature

2020 2019
FET FHET
HK$’000 HK$ 000
(EE5)

(re-presented)

(332,852) (12,837)
(170) -
(333,022) (12,837)

FEMXBRER (£E) BRAE « 2020F K
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12. HEEH

REERNTEE AT REERRE
(TXBEBRRE))) ERZER
BRALUR N EY R H iR T 2 B4
ANEBNR EMDEERL G
NEXE - ERTEAEENIRE D
Ry T EEBIRRE WA P oA
MEE D EEE-

RBEEE AEBA T MEKLES
RKPJERE DR

BOEBHEMER—ENEEHEME
mZRERNE

RGEE-—HERBRGEZEZED

BHE_Z_ZE+_B=+—HIL=E
B IRBRIXBRAE (MTRE
R BUBAR S AKRE  BAOEEHERE
ERPBEERLERE At EFFB
AAEELERIREDEILE
FEBEREE —BRERTRED
HoRRBEENE AL GREMH
RRUEEF|DEER

HRRESEEDENEERHIUN
TE AL EEIMEER

HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

12. SEGMENT INFORMATION

Information reported to the Group's Executive Directors, being
the chief operating decision maker (“CODM"), for the purposes of
resource allocation and assessment of segment performance focuses
on types of goods or services delivered or provided. No operating
segments identified by the CODM have been aggregated in arriving at

the reportable segments of the Group.

In prior year, the Group had the following two operating and

reportable segments.

Wind Energy Related Products — manufacture and sales of wind energy

related products

Operation of Wind Farm — sales of electricity from operation of wind

power field

During the year ended 31 December 2020, following the
deconsolidation of Beijing Energine Industry Co., Ltd. ("Beijing
Energine”), Wind Energy Related Products segment was discontinued.
[t is therefore no longer an operating and reportable segment
of the Group. Since then, the Group has only one operating and
reportable segment, i.e. Operation of Wind Farm segment. Accordingly,
no segment information is presented in the consolidated financial

statements.

No geographic information is presented as the operations of

Operation of Wind Farm segment are all located in the PRC.

Annual Report 2020  China Energine International (Holdings) Limited
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HE—E-_FF+-A=1—HIFEE
For the year ended 3| December 2020

13.

14.

MBS 13. FINANCE COSTS
2020 2019
FET FET
HK$’000 HK$ 000
GE=)
(re-presented)
FEREER Continuing operations
RITREMERF] R Interest on bank and other loans 262 406
HERENEHX Interest expense on lease liabilities 158 138
420 544
FRig iR 14. INCOME TAX EXPENSE
2020 2019
FET TH7T
HK$’°000 HK$ 000
(& E5)
(re-presented)
FREEER Continuing operations
BNER#R 18 Current tax
KEEEE Provision for current year 1,083 1,399
BEFEBEERE Over-provision in prior years (219) -
864 1,399
EEIRTE (PHEE43) Deferred tax (note 43) 752 (134)
1,616 1,265

HRAEEHEE_S"ZFK_F
—NE+A=+-HLFEUEE
EEREEBZERR G I
RHREBFFR

REBE(PREEERESRZE) (TEEMR
BNE) REEMESREBHGG
TENBADEE_E_ZEK_T
—NE+ZB=+—HIEEEZRE
B %25%°

FEMXBRER (£E) BRAE « 2020F K

No provision for Hong Kong Profits Tax was made as the Group had
no assessable profits arising in or derived from Hong Kong for the
years ended 31 December 2020 and 2019.

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law")
and Implementation Regulation of the EIT Law, the tax rate of the PRC
subsidiaries is 25% for the years ended 31 December 2020 and 2019.
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14. FRGIRAX @

HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

14. INCOME TAX EXPENSE (Continued)

PRSI R 2 SRR AT S B SRR El 1 The reconciliation between the income tax expense and the product
EFEMNEMEZ/ERUT of loss before tax multiplied by the PRC Enterprise Income Tax rate is
as follows:
2020 2019
FET THT
HK$’°000 HK$ 000
(& E5)

(re-presented)

REFREREER Loss before tax from continuing operations

PRIR AT 18 (346,805) (42,769)
BPBEEMRFR Tax at PRC Enterprise Income Tax rate of

ME% (ZE—N 25% (2019: 25%)

F125%) stEZIRNE (86,701) (10,692)
BARRIBAZ Tax effect of income that is not taxable

BT E (395) (169)
ARMNREZZ Tax effect of expenses that are

MBTE not deductible 85,800 496
HEEA-YNCIE S P Tax effect of share of results of associates

MBTE (1,825) 1,435
AERYGRHUEBRZ Tax effect of temporary differences

MBTE not recognised 57 3,187
RAERAREHEZ Tax effect of tax losses not recognised

RHETE 3,910 7,142
BEFEBEERE Over-provision in prior years (219) -
PR TR PRC withholding tax 236 (293)
REFENEAT Tax effect of temporary differences

KD EEFE attributable to undistributed profits of

BRI ERZNBRE PRC subsidiaries 753 159
REFELEEH Income tax expense from

PRSHRR continuing operations 1,616 1,265
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BE—E_FFF _H=A—HIEE

For the year ended 3| December 2020

15. ZEERAFEREEH2Z

15. LOSS FORTHE YEAR FROM CONTINUING

[5F ] OPERATIONS
2020 2019
FET FEr
HK$’000 HK$ 000
(=)
(re-presented)
LB & Auditor’s remuneration
BIHA Current 2,580 3,150
BEFEEREELRRE Under-provision in prior year 350 -
2,930 3,150
WBEBAMEZZHFEMA  Cost of inventories recognised as
an expense 21,188 18,885
ME-BERREZ Depreciation of property,

e plant and equipment 12,864 12,565
FCREEEZINE Depreciation of right-of-use assets 2,484 3,335
RHAEEREMMAIN  Expense relating to short-term leases and

ERNEEEEE other leases with lease terms ended

WEERF IR within 12 months at the date of

HiEE 12188 & LM initial application of HKFRS 16

HENHEEER (included in administrative expenses)

GtATHER) - 2,404
EERAMAXZ Employee benefits expense

THEEESEMHS) (excluding directors” emoluments)

e TEAL KRRy Salaries, bonuses and allowances 8,467 13,139

RRREF] 5 EIHR Retirement benefit scheme contributions 899 %l

Hth g Other benefits 1,649 1,439

11,015 15,539
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HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

16. ERREHEME 16. DIRECTORS’ AND CHIEF EXECUTIVE
OFFICIER’S EMOLUMENTS
EEENMEHEIWT ! The remuneration of every director is set out below:
BkER
g REREM BRI Ly
Salaries Retirement
and benefit scheme
Fees allowances contributions Total
FET FET FErm FET
HK$000 HK$’000 HK$000 HK$’000
BiTES Executive directors
USREE M. Liu Zhiwei - 1,307 38 1,345
FEREE () Mr. Li Lei (note (i) - 856 35 891
BETEE Mr. Han Qingping - 1,235 49 1,284
IABEE Mr. Wang Guanghui - 1,006 42 1,048
SRS M. Xu Jun - 885 Y] 927
BUESTESR Independent non-executive directors
FRERE M. Li Dapeng 250 - - 250
BEEYL Ms. Kan Lai Kuen, Alice (note (i)

(H&E(i)) 54 = = 54
REBEE Mr. Gordon Ng 250 - - 250
BI2E5E 4 (9 5k (i) Mr. Lau Fai Lawrence (note (i) 197 - = 197

ut Jut 3:3 H, Total for 2020 751 5,289 206 6,246
HiTEE Executive directors
AEREE Mr. Liu Zhiwei (note (iv))

(B (v)) - - - -
BETRE Mr. Han Qingping (note (v))

(GEQ)) - - - -
IABEE Mr.Wang Guanghui (note (vi))

(GED) - - - -
ANBEE Mr. Liu Xiaowei (note (vii)

(B & (vi)) - 1328 17 1345
IBEREE Mr.Wang Xiaodong (note (vill))

(B 5 (vii)) - 776 I 767
Fn ks (H5kx) Mr. Li Guang (note (ix)) - 1,078 17 1095
il vk M. Xu Jun - 936 18 954

BUESGTESR Independent non-executive directors
FRELE Mr. Li Dapeng 174 - = 174
BEEYL Ms. Kan Lai Kuen, Alice (note (i)

(GEI0) 174 = = |74

REREE Mr. Gordon Ng 174 - = |74
2 NEE Total for 2019 52 4118 63 4703
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BE—ZE _FFf A= —HIFE
For the year ended 3| December 2020

6. ERRAHME @

16. DIRECTORS’ AND CHIEF EXECUTIVE
OFFICIER’S EMOLUMENTS (Continued)

(=3 Notes:
() ZFBEERZZZZHE=A+/\HE () MrLiLei was appointed on |8 March 2020.
Zito
iy MBEBZTRIZEZZTE=F+/N\H (ily ~ Mes.Kan Lai Kuen, Alice resigned on 18 March 2020.
BT
(iii) ERENR_Z2ZFE=-A+/\B%E (i) Mr Lau Fai Lawrence was appointed on 18 March 2020.
§E o
vy BIEREERZZ—NE+—AtH (iv)  Mr Liu Zhiwei was appointed on 7 November 2019.
EZHEo
(v) BETEER_Z—NE+—BtH (v) Mr. Han Qingping was appointed as executive director on 7 November 2019
EZEARNTEFIN _2—NF and as chief executive officer of the Company on 2 December 2019.
TZEZBEZEREARMBE -
vy EREEERZZT-AE+IZAZH (vi)  Mr.Wang Guanghui was appointed on 2 December 2019.
EZHEo
(i) BIWMEERER-Z—hF+—BtH (vii)  Mr Liu Xiaowei was resigned on 7 November 2019.
BHEo
(i) EFBEREER-_ZT—AEtB+AH (viii)  Mr.Wang Xiaodong resigned on 19 July 2019.
BHEo
(x) FHAEERZZ—NFE+ZB-H#t (ix)  Mr Li Guang resigned as executive director and chief executive officer of the
ERRBRITERRAEH - Company on 2 December 2019.
FRO BRETBRAERESE 2R The chief executive and the directors waived emoluments during the
EWF year as follows:
2020 2019
FET TET
HK$’000 HK$'000
[EBLEE Mr. Liu Zhiwei 503 -
BEFEE Mr. Han Qingping 138 -
FERE Mr. Li Lei 173 _
FypELsE Mr.Wang Guanghui 173 _
At Mr. Xu Jun 138 -
1,125 -

180
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AfiRSHMAL 17.

FAFERLLRSHMALEEDR
B (CE-NF ZR)EF HMZ
ERBRIIEEI6FT 2T Z DA - &
ET-NF+R=1+—HLEE
BRIMBALTHMEEIWT

BE_E_FFf+ A= —HIFE
For the year ended 3| December 2020

FIVE HIGHEST PAID INDIVIDUALS

The five highest paid individuals in the Group during the year included
five (2019: three) directors whose emoluments are reflected in the
analysis presented in note 6. The emoluments of the remaining two

individuals for the year ended 31 December 2019 were set out below:

2019
TAET
HK$ 000

e REMET Salaries and other benefits | 687

BE_Z-—NFE+B=+—8HIL
FE FHRATHHFWNEENTFEE
1,000,000 7T; ©

BIFEHEE 18.

AEBEREBMACEREERIA
N e S TR
ZEERASEEESHBELNE
ERABEEANES - AEE@Z S
B 1F A B # B A A5 R 7R > TR
ETEHRSF MR 1L REREB
BAHBREARENREER
IMER T %58

KABZFEBAEREATEE
NEEZEAREERKENFE 2R

BoAABZzHENB AR BEES
HMREB D LERBRARER R ¢
FUZ AT BH c AEB R KBF 5t
B ETARBZIEEHAE
Z e

The emoluments of the above individuals were within the band of nil
to HK$ 1,000,000 during the year ended 31 December 2019.

RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund Scheme (the
“Scheme”) for all qualifying employees in Hong Kong. The assets of the
Scheme are held separately from those of the Group in funds under
the control of trustee. The Group contributes 5% of relevant payroll
costs to the Scheme, which contribution is matched by employees. In
addition, the Group voluntarily contributes extra funding exceeding

minimum statutory requirements to the Scheme.

The employees of the Company's PRC subsidiaries are members
of the state-managed retirement benefits scheme operated by the
PRC government. The Company's PRC subsidiaries are required to
contribute a certain percentage of their payroll to the retirement
benefits scheme to fund the benefits. The only obligation of the
Group with respect to the retirement benefits scheme is to make the

required contributions under the scheme.
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HE—E-_FF+-A=1—HIFEE
For the year ended 3| December 2020

18. BIABFIEHE =

EEmNbRZ A A42%EE 1,105,000/ 7T
(ZE—NF EEH) : 1,024,000%
T IAERRE_S_ZF+_A
S+ HIEFERSECEXBREN

19.

1 A
ZE

s8I Z ke

BRLESEXRS

(2)

BEZZZF+ZA=+—
HIEFEE AERKIEERNE
ERMERKEEE RRA
TRERNR_E-_TF+_H
“t+hHEHEEERE-

AEERBELRIERNESHE
MERKEER ZBBEUT R
BE_ZZF+ZA=+—
HEFEZHGEeBEaREMS
BENEXRPEEFLRHEF LU
BENEEHEERLCEER
EADRIELEERK

FEMXBRER (£E) BRAE « 2020F K

18. RETIREMENT BENEFITS SCHEMES (Continved)

The total cost charged to profit or loss of HK$I,105000 (2019
(re-presented): HK$1,024,000) represents contributions payable to
these schemes by the Group in respect of the continuing operations
during the year ended 31 December 2020.

19. DISCONTINUED OPERATIONS

(a) During the year ended 3| December 2020, the Group ceased
its Wind Energy Related Products operations due to the
bankruptcy liquidation of Beijing Energine effective on 29
December 2020.

The loss for the year from the discontinued Wind Energy
Related Products operations is set out below. The comparative
figures in the consolidated statement of profit or loss and
other comprehensive income for the year ended 31 December
2020 have been re-presented to present Wind Energy Related

Products operations as discontinued operations.



e MBHRRMEE
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HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

19. BERILLEEER ¢ 19. DISCONTINUED OPERATIONS (Continued)

@@ #) (a)  (Continued)
W&t 2020 2019
Note FET FAET
HK$’000 HK$ 000
Wz Revenue 1,632 12,335
W 2 AR AR Cost of revenue (1,370) (18,736)
£H,/ (E8) Gross profit/(loss) 262 (6,401)
Hth A Other income 17,817 13,273
Hi# 58 Other gains and losses (67,565) (106,642)
THBENRGHNEE Impairment losses,
EEE (0 D) net of reversal, on
financial assets and
contract assets (928,937) (556,212)
HE R A Selling and distribution
expenses (23,355) (129,961)
THER Administrative expenses (78,638) (114,862)
BT Finance costs (89,123) (80,316)
BABEREIRE Share of results of associates (7,010) 663
RBiEEEREER Share of results of
joint ventures 63,511 31,359
FRiR AR Loss before tax (1,113,038) (949,099)
MEBABEUHESE AR  Gain on deconsolidation of
AU subsidiaries 47(b) 237,728 -
FrsmEe,/ B%) Income tax credit/(expense) 266 (2,505)
TAREE AREW Loss for the year
FEEBEL from discontinued
BEEBER operations attributable
to the owners of the
Company (875,044) (951,604)
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For the year ended 3| December 2020

19. BRLLESER -

19. DISCONTINUED OPERATIONS (Continued)

(@ @& (a)  (Continued)
AEEREERIEKEEBZ Loss for the year from discontinued operations includes the
BEAETIRE: following:
2020 2019
F#7 FET
HK$’000 HK$ 000
B EE#EE Amortisation of intangible assets
FFATTHER) (included in administrative
expenses) - 9,577
BRABEZ2HEEMA  Cost of inventories recognised as
an expense 2,335 12,631
EN YR Depreciation of property, plant and
ZIE equipment 8,805 11516
FREEEZINE Depreciation of right-of-use assets 3,665 2,363
WMEAE R EMAEIR  Expense relating to short-term leases
BRERABENF and other leases with lease terms
WmEEREISRZ ended within 12 months at the date
HiEEI1218 8 & LA of initial application of HKFRS 16
HEREEE A - 1,387
METEERSZ Impairment losses recognised in
HERE respect of intangible assets - 38,582
MME-BRERERE Impairment losses recognised in
FEsl 2 MR8 respect of property, plant and
equipment 11,144 15,753
MR Research and development expenses 6,473 13,890
HEBERS Write-down of purchase deposits 15,463 23,342
Wi EE Write-down of inventories 42,777 22,623
BERMMAZ Employee benefits expense
i~ (AL B2 Rk Salaries, bonuses and allowances 36,473 32,516
RRAER] 5 BIHRR Retirement benefit scheme
contributions 593 4122
HhER Other benefits 10,497 5811
RIRER Retirement benefits 2,045 1,775
R EA Termination benefits 15,830 4725
65,438 48,949
REBKIEREEF 2 Cash flows from discontinued
REng: operations:
REEBELZ Net cash outflows from
REmt#H operating activities (89,891) (182,276)
REGHELZ Net cash inflows from
BERA P investing activities 95,107 220,012
MEBEEZHEL RS Net cash inflows/(outflows) from
MA/ (i) B8 financing activities 24,829 (64,164)
RER/A,/ (RHE) FE  Net cash inflows/(outflows) 30,045 (26,428)

FEMXBRER (£E) BRAE « 2020F K
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19. BRILLEEERTE @ 19. DISCONTINUED OPERATIONS (Continued)

b)) BEZZT-NAFF+ZA=+-— (b)  During the year ended 31 December 2019, the Group ceased
HIEFE  REBRKIEF#ERE the Energy Storage and Related Products operations due to
ERCEXE RRAKLEE deterioration of operating results and financial performance.
BRI BRIREC
AEEREERIEZHEERE The loss for the year from the discontinued Energy Storage and
MERKEEB BRI Related Products operations is set out below.

o
2019
THT
HK$'000
s 2 Revenue -
Wy 75 B A Cost of revenue -
EF Gross profit -
HhgE Other losses (17,353)
THEEKRGHNEERMERE  Imparment losses, net of reversal,
(I0Px#E D) on financial assets and contract assets (42,488)
EARBEEAEBGTEE Loss for the year from discontinued
BRILEEESERER operations attributable to the owners of
the Company (59,841)
AEERBERIERSEH 2 Loss for the year from discontinued operations includes the
BEEETIRE: following;
2019
TH7T
HK$'000
ME-RERREZITE Depreciation of property, plant and equipment 382
MELEERD 2 RESE Impairment losses recognised in respect of
intangible assets 16,850
ME BB RHRE Impairment losses recognised in respect of
FEsl 2 mE R B property, plant and equipment 121
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HE—E-_FF+-A=1—HIFEE
For the year ended 3| December 2020

20. EREEHR 20. LOSS PER SHARE
REFAEERBRERILEERS From continuing and discontinued operations
SREABBRENTIREFE The calculation of the basic loss per share is based on the following:

2020 2019
FET FET
HK$’°000 HK$ 000
(BE7)
(re-presented)
iR Loss

Pt EERERES Loss for the year attributable to owners
MEZAREER A of the Company for the purpose of
RLAFEEE calculating basic loss per share (1,061,359) (1,045,306)

2020 2019
(2 g 4= ] Number of shares

Tt EERERES Number of shares for the purpose of
mEzkn&E calculating basic loss per share 4,368,995,668 4,368,995,668
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20. FRESHE @

REFRAEERS

REBECESLE EREAFRE
R IESEEE

BE_E_FFf+ A= —HIFE
For the year ended 3| December 2020

20. LOSS PER SHARE (Continued)

From continuing operations

The calculation of the basic loss per share from continuing operations

is based on the following:

2020 2019
FET TH7
HK$’000 HK$'000
(&= 5)
(re-presented)
B Loss
Tt EEREREE Loss for the purpose of calculating basic loss
MmE 2 k18 per share (1,061,359) (1,045,306)
REEFRBERIEZRE  Loss for the year from discontinued
¥ E1E operations 875,044 1,011,445
Pt ERBRHELE Loss for the purpose of calculating basic loss
X2 BREREE per share from continuing operations
mENEE (186,315) (33861)

PRk D B E st HERE
AR5 EPTAEER

REHERLEERH

REEKRIEREEENERELRES
BER0003BWL (ZE—LEFE (KBE
) 1 23.0581)  HRBAABEE
ANEEREEDRIECEERER
875,044,000 7T (ZE—NF (KE
Bl) 1 1,011,445000%8 70) 518 > FriR#Y
MoEHE R EERELRERE
FTEEHEE o

AREESSSSERIB-NE
+ZAS+-BLEELRESTE
FEAR RELIR2IIERETE
Ao

The denominators used are the same as those detailed above for basic

loss per share.

From discontinued operations

Basic loss per share from the discontinued operations is HK20.03
cents (2019 (re-presented): HK23.15 cents) per share, based on the
loss for the year from discontinued operations attributable to the
owners of the Company of HK$875,044,000 (2019 (re-presented):
HK$1,011,445,000) and the denominators used are the same as those

detailed above for basic loss per share.

No diluted loss per share has been presented as there were no
potential ordinary shares outstanding for the years ended 3l
December 2020 and 2019.
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HE—E-_FF+-A=1—HIFEE
For the year ended 3| December 2020

21. ME-BERRE 21. PROPERTY, PLANT AND EQUIPMENT
HELH RE-RE ENER AR
k¥ kHE BERRE HARIR WAERRE "E  EEIR an
Plant, Wind
Leasehold  equipment energy Moulds  Furniture
land and and  plant and and  and office Motor Construction
buildings  machinery  equipment tools  equipment vehicles in progress Total

FET TET TE7 FET TET TET TE7T FET
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000

1% Cost
RIZ-NE—F—8 At Janvary 2019 15,780 5319 403,698 4763 20531 19726 5879 518565
HE Additions - 97 3417 25 401 240 273%9 6919
8% Transfer - 5394 - - - - (5,394) -
ERED Exchange differences 37) (234) (9.097) (844) (257) (344) (125) (11,273)
HE /i Disposals/write-off - 3) (6170) (10,688) (71 (1591) - (18523)
RIE-NE At 31 December 2019 and | January 2020

+ZA=+-Bk

ZZZ5-F-H 15,408 10,573 391,848 36,125 20,604 18,031 3,099 495,688
AE Additions 91 - 3,155 9 817 - 626 4,698
HE /i Disposalshrite-off - - (2,830) 1 (3,267) (4,534) - (10,678)
ERER Exchange differences 1,076 142 26,454 2,293 741 132 234 32,272
WBARIAREAR  Deconsolidation of subsidiaries (16,575) (11,315 (418,627)  (38,001)  (12,285)  (I1,385) (3,959)  (512,127)
RZB°B%E At 31 December 2020

+ZA=+-H - - - 369 6,640 2,844 - 9,853
BHHRERAE Accumulated depreciation and impairment
RZE—-HE—B—B At January 2019 7,703 4049 21316 34576 17872 14475 - 279991
rEERH Charge for the year 823 166 19,330 1933 784 1427 - 24463
HE /i Disposals/write-off - 3) (1143) (10,304) #3) (1,305) - (12818)
ERER Exchange differences (210) (119) (4832) (605) (225) (282) (56) (6329)
REEE Impairment losses - 355 11,299 455 109 501 3155 15,874
RIB-NE At 31 December 2019 and | January 2020

+ZA=+-Bk

“¥°%5-B-H 8,316 4,448 225970 26,055 18,477 14,816 3,099 301,181
KEETH Charge for the year 815 114 17,946 769 710 1,255 = 21,669
HE /s Disposalshurite-off - - (2,541) (45) (3,221) (4,247) - (10,054)
HERE Impairment losses = 951 21 8,670 1,735 225 - 11,812
i Exchange differences 661 415 15,386 2,177 702 658 199 20,198
WBARREEEAR  Deconsolidation of subsidiaries (9,792) (5,928)  (256,992)  (37,257)  (11,890)  (10,158) (3,298)  (335,315)
RZZ-%F At 31 December 2020

+=H=+—H - - - 369 6,573 2,549 - 9,491
IREE Carrying amount
RZE_EF At 31 December 2020

+ZB=1+-H - - - - 67 295 - 362
RZE-NE At 31 December 2019

e 709 6125 165,878 10,070 2127 3215 2 194507
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21.

BE_E_FFf+ A= —HIFE
For the year ended 3| December 2020

PROPERTY, PLANT AND EQUIPMENT
(Continued)

With the segment losses resulted from the Wind Energy Related
Products segment for the year ended 31 December 2019, the
management of the Group considered that there was an impairment

indicator on the Wind Energy Related Products segment.

For the impairment assessment, the recoverable amount of the
relevant CGUs in which the property, plant and equipment are
included is determined based on the value in use calculated by the
directors of the Company with reference to a valuation carried out by

an independent professional valuer.

The income approach is applied in the calculation in value in use
of the CGU. The calculation of value in use used discounted cash
flow forecast based on financial budget covering a period of 10
years, which was prepared by using the most recent financial results
with projections approved by management at pre-tax discount rate
of 20.7% for the Wind Energy Related Products segment. Cash
flows beyond the ten-year period have been extrapolated using an
estimated constant growth rate of 3% which does not exceed the
average growth rate for the relevant markets. Other key assumptions
for the value in use calculations relate to the estimation of future
cash inflows/outflows which include budgeted sales and gross margin,
such estimation is based on the CGU's historical performance,
management'’s strategic plans and expectations for the market

development.
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For the year ended 3| December 2020
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THEBZEBR - RWNEED RS
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ZER-ZEERENREATIE
R ABBEARERES EREH
MEXREERZE

FEMXBRER (£E) BRAE « 2020F K

21. PROPERTY, PLANT AND EQUIPMENT

(Continued)

The fair value less costs of disposal is determined based on the
valuation carried out by the independent professional valuer. This
combines both a market approach and a cost approach (as defined by
the relevant valuation standards) on the measurement of fair value less
costs of disposal. The market approach is adopted to determine the
fair value of the lands with reference to the market price transactions
on arm'’s length terms for land comparable in size and location to that
held by the Group. The fair value on which the recoverable amounts
were based is categorised as a Level 2 measurement. The most
significant observable input into this valuation approach is price per
land area. The cost approach is adopted to determine the fair value of
plant and equipment with referencing to the depreciated replacement
cost. The depreciated replacement cost approach considers the cost
to reproduce or replace in new condition the property appraised in
accordance with construction costs for similar properties in the locality,
with allowance for accrued depreciation as evidenced by observed
condition or obsolescence percent, whether arising from physical,
functional or economic causes. The depreciated replacement cost
approach generally furnishes the most reliable indication of value for
properties in the absence of a known market based on comparable
sales. The significant observable inputs into this valuation approach are
construction costs, price indexes, depreciation rates and economic

obsolescence.
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21.

22.

BE_E_FFf+ A= —HIFE
For the year ended 3| December 2020

PROPERTY, PLANT AND EQUIPMENT
(Continued)

Based on the result of the assessment, management of the Group
determined that the recoverable amount of the CGU based on the
value in use of the CGU is lower than the carrying amount. The
impairment amount has been allocated to each category of property,
plant and equipment such that the carrying amount of each category
of property, plant and equipment is not reduced below the highest
of its fair value less cost of disposal, its value in use and zero. Based
on the value in use calculation and the allocation, an impairment
of HK$15,753,000 was recognised against the carrying amount of
property, plant and equipment attributable to the CGU for the year
ended 31 December 2019.

During the year ended 3| December 2020, Beijing Energine made
impairment losses of HK$11,144,000 on its property, plant and
equipment which are used for Wind Energy Related Products segment.
Prior to its deconsolidation from the Group, the Group concluded that
these property, plant and equipment would no longer generate the
level of profitability previously estimated, their recoverable amounts
which have been determined on the basis of their value in use using

discounted cash flow method were estimated at zero.

INVESTMENT PROPERTIES

The Group leases out an industrial complex (2019: a commercial
property and an industrial complex) under operating leases with
rentals payable monthly. The leases run for an initial period of 20 years
(2019: 3 to 20 years), with unilateral rights to extend the lease beyond

initial period held by lessees only.

Annual Report 2020  China Energine International (Holdings) Limited

191



192

s e B RR M

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 3| December 2020

22. REME »
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22. INVESTMENT PROPERTIES (Continved)

The Group is not exposed to foreign currency risk as a result of the
lease arrangements, as all leases are denominated in the respective
functional currencies of group entities. The lease contracts do not
contain residual value guarantee and/or lessee's option to purchase the

property at the end of lease term.

2020 2019

FET TH7T

HK$°000 HK$ 000

nr—A—H At | January 130,724 133,531
NFE (BB) /W= Fair value (losses)/gains (1,238) 112
BERELR Exchange differences 8,340 (2919)
B ARBUHA S AR  Deconsolidation of subsidiaries (137,826) -
R+ZR=+—H At 31 December - 130,724

BREMEAMNRABR RZ2ZE
ERNB=Z+HE-ZE—-HE+_HA
“t+—HREBEEAEERFENELS
ERFEGEMNESERHETHG
BEETER

REEEBYENLFER FQF
MHERERETESFEEATENE
FrBRZ AERMRBABE U
BERBIAEREXRGEMNBYS
B BUBARERGLEENNMGE
R RBAUE -MHEREGFER
EXERSHEBER BEZSFVE
REERBRE -REHEZR
TER BEEMEZERERRERE
BIAERTAR-

FEMXBRER (£E) BRAE « 2020F K

Investment properties, all of which are located in the PRC, were
revalued at 30 June 2020 and 31 December 2019 on the basis of
valuations carried out on the respective dates by an independent

qualified professional valuer not connected with the Group.

In determining the fair value of the relevant properties, the financial
controller and certain directors of the Company determine
the appropriate valuation techniques and inputs for fair value
measurements. The financial controller works closely with the
independent qualified professional valuer to establish the appropriate
valuation techniques and inputs to the valuation model. The financial
controller reports the findings to the Board semi-annually to explain
the cause of fluctuations in the fair value of the properties. In
estimating the fair value of the properties, the highest and best use of

the properties is their current use.
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22. IREME »

23.

BE_E_FFf+ A= —HIFE
For the year ended 3| December 2020

22. INVESTMENT PROPERTIES (Continved)

FHMEFT (OB ERUPEEZE Note 7(c) above gives information about how the fair values of these
REMELATE (LEZBMERZMA investment properties are determined (in particular, the valuation
BERMRBARE) RATESEMR techniques and inputs used), as well as the fair value hierarchy
BATEZR (B—E2F=H) RE into which the fair value measurements are categorised (Levels |
NTESEBABBZIBRRREED to 3) based on the degree to which the inputs to the fair value
$8) 2 &Ko measurements is observable.
ERERE 23. RIGHT-OF-USE ASSETS
HELHMRIEF
Leasehold
land and
buildings
FET
HK$ 000
E—-NF—F—H At | January 2019 4725
m% Additions 7403
e Depreciation (5,698)
BERELR Exchange differences (88)
RZZE—h&E+ZA At 31 December 2019 and | January 2020
=+—HARZIEZE
—HB—H 6,342
NE Additions 3,938
e Depreciation (6,149)
BEREE Impairment losses (2,844)
fERELE Exchange differences 113
i~ B BB AR & AR Deconsolidation of subsidiaries (1,400)
A= At 31 December 2020
+ZB=+—H -
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BE—ZE _FFf A= —HIFE
For the year ended 3| December 2020

23. (FREEE «
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23. RIGHT-OF-USE ASSETS (Continued)

Lease liabilities of HK$3,183,000 (2019: HK$6,441,000) are recognised
with related right-of-use assets of HK$Nil (2019: HK$6,342,000)
as at 31 December 2020. The lease agreements do not impose any
covenants other than the security interests in the leased assets that
are held by the lessor. Leased assets may not be used as security for

borrowing purposes.

For the years ended 31 December 2020 and 2019, the Group leases
leasehold lands and buildings for its operations. Lease contracts are
entered into for fixed terms of 2 years (2019: ranging from | to 3
years). Lease terms are negotiated on an individual basis and contain a
wide range of different terms and conditions. In determining the lease
term and assessing the length of the noncancellable period, the Group
applies the definition of a contract and determines the period for

which the contract is enforceable.

In addition, the Group owns several office buildings. The Group is the
registered owner of these property interests, including the underlying
leasehold lands. Lump sum payments were made upfront to acquire
these property interests. The leasehold land components of these
owned properties are not presented separately as the payments made

cannot be allocated reliably.

Details of total cash outflows for leases are set out in note 47(a).

During the year ended 31 December 2020, the Group made
impairment losses of HK$2,844,000 on its right-of-use assets. The
Group concluded that the right-of-use assets would no longer
generate the level of profitability previously estimated, their
recoverable amounts which have been determined on the basis of
their value in use using discounted cash flow method were estimated

at zero.
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24. HE 24. GOODWILL
FET
HK$ 000
2% Cost
R _E-NEFE—-F—A" At | January 2019, 31 December 2019 and | January 2020
E-AFE+ZA=+—H
R-E-ZF—-H—H 15,397
M A BBV AR & ARR Deconsolidation of subsidiaries (15,397)
R_B_THF At 31 December 2020
+ZB=+—8H -
SEtiRE Accumulated impairment
R ZE-NEFE—FB—A" At | January 2019, 31 December 2019 and | January 2020
“E2-NEFE+ZA=+—H
kR—E-TE—R—H 13,393
i A B BUH AR & ARR Deconsolidation of subsidiaries (13,393)
R_B_THF At 31 December 2020
+ZB=+—H —
IRE{E Carrying amount
AZETF At 31 December 2020
+ZA=+—H -
RIE—NEF At 31 December 2019
+ZB=+—4H 2,004
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For the year ended 3| December 2020

24. HE 2

REEZZE-NE+ZA=+—HIL
EI%)E!I;JEJ@{E;ﬁUEKﬁ'ﬁE HEBENE
ERBEENHEZENREELE
fi-AEBEREFRARITHMHE
EERUNARLIEMBFEEMSH
ZHRERERANAEE BEHGKTE
2,004,000 7T 2 18 > % 'Rl
BEREEMEZ G REBEED
B MIRESI% B URMER ™
GHEBRBERREELEMRT
Rzt BEEBHEEIMNZER
RZEFSEAEEHK TS ENRK

EAREBA A IREIEEEE  BRIREE
1@ hN5% MEAMEREFAE AR
CELEUNTNDSENEBHE
REE B AEEEEERTH
BEOCHEZHSELEMHIRAE
Ee
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24. GOODWILL (Continued)

During the year ended 31 December 2019, for the purpose of
impairment testing, goodwill had been allocated to the individual
CGU of the Operation of Wind Farm segment. Management of the
Group performed impairment review for the remaining goodwill of
HK$2,004,000 based on cash flow forecast derived from the financial
budget covering a period of 5 years, which was prepared by using the
most recent financial results with projections approved by management
at discount rate of 8.9% for the Operation of Wind Farm segment,
which reflected current market assessments of the time value of
money and the risks specific to the CGU. Management believed that
any reasonably possible change in any of these assumptions would
not cause the aggregate carrying amount to exceed the aggregate
recoverable amount. If the discount rate was increased by 5%, while
other parameters remain constant, the recoverable amount of the
CGU would still exceed its carrying amount. Accordingly, management
of the Group determined that there were no impairment of its CGU

containing goodwill.
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BE_E_FFf+ A= —HIFE
For the year ended 3| December 2020

25. Bz EE 25. INTANGIBLE ASSETS
0% BikEE RN 3
Development Technology Licence
cost know-how rights Total
FET FET FET FET
HK$ 000 HK$ 000 HK$ 000 HK$000

(&) iz (i) (Wia i)
(note (1) (note (ii) (note (i)

5% Cost
ZE-NE At | January 2019
—HB—H 70,334 234,875 1441 306,650
RE Additions 2,082 - - 2,082
b6 Write-off - - (1,441) (1,441)
BRER Exchange differences (1,537) (5,134) - (6,671)
RIZE—-hE At 31 December 2019 and
‘|‘ - H = + H | January 2020
“EEF
—ﬁ H 70,879 229,741 - 300,620
ERER Exchange differences 4,559 14,778 - 19,337
AT Deconsolidation of subsidiaries
/lﬁ =N (75,438) (244,519) - (319,957)
RIE_ZTF At 31 December 2020
+ZA=+—*H - - - -
FHHENER Accumulated amortisation
e and impairment
RZE-NEF At | January 2019
—HB—H 55539 186,505 1441 243,485
AEEZH Charge for the year - 9,577 - 9,577
REER Impairment losses 16,850 38,582 - 55432
6 Write-off - - (1,441) (1441
/\%gﬁ Exchange differences (1,510) (4923) - (6,433)
A_E—-hE At 31 December 2019 and
‘|‘ ﬁ + H | January 2020
— 7 —= ﬂi
—ﬁ H 70,879 229,741 - 300,620
b R A= 5A Exchange differences 4,559 14,778 - 19,337
B AE Deconsolidation of subsidiaries
,ré %? aAk (75,438) (244,519) - (319,957)
A\_E-TF At 31 December 2020
EECEaaE - - - -
REETE Carrying amount
RZE_TF At 31 December 2020
+ZA=+—"H - - - -
RZIE—hE At 31 December 2019
+ZB=+-H i . . -
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25. BILEE »

Hyat

() Z2BEEEE_Z—-—NE+_AH
=t+—BIEFEBK LS THAE
HRERINEZERGRENEN
BB R SRR E AR B A o

iy ZEHERAREEBE_Z”-ZF
+ B+ HLEEBRILEE
TENSEMEER NBZREK
19 45 9 10 8 P A B o A o

(il BEEFEBEHRE_ZT—\F+ZA
=+ BIEFEERELETEBAE
B DB RIRE LR R4 b0 5 %
RO

RBEEZZT—-—hE+ZB=+—H
HFEE RHEERAEDRERSE
16,850,00078 75 » RN BE K ABRE = &
ERNREXBRUBRASE &
EEDRIEREZNEER JUILE
NAEERA ZERVEENEH
BEMETAEKX

RBEEZF-NFE+ZA=1t—H
HFEE REMASERRERE
38,582,000 AAKXABEEHE
SOHREITRERR  2EBEE
EHBRFEHREBNRERE

AZE-hE+ZBZ+—8
BRBEMAZ R AEFRS
70,879,000/ 7T ©

S _E—-NE+A=Z+—H"
BEREEMA#SZ 2 REBES
141,877,00078 7T ©
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25. INTANGIBLE ASSETS (Continved)

Notes:

() The amounts represented costs to develop graphene-based cathode
material for batteries and high capacity lithium batteries for the Energy
Storage and Related Products segment, which was discontinued during the

year ended 3| December 2019.

(ii) The amounts represented costs incurred for the technology know-how for
the manufacture of wind turbines for the Wind Energy Related Products

segment, which was discontinued during the year ended 31 December 2020.

(i)~ The amounts mainly represented global positioning system terminal
development licence rights for the Telecommunication Business segment,

which was discontinued during the year ended 31 December 2018.

During the year ended 3| December 2019, impairment losses of
HK$ 16,850,000 were recognised in respect of development cost
which in the opinion of directors of the Company, expected cash flows
from these intangible assets were insignificant as the Group ceased its
business in the Energy Storage and Related Products operation due to

deterioration of operating results and financial performance.

During the year ended 3| December 2019, impairment losses of
HK$38,582,000 were recognised in respect of the technology know-
how as the directors of the Company would not expect any significant
future cash flows from these intangible assets because of technology

obsolescence.
As at 31 December 2019, the accumulated impairment losses in

respect of development cost was HK$70,879,000.

As at 31 December 2019, the accumulated impairment losses in

respect of technology know-how was HK$141,877,000.
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Name

FEIf KR S EE
BRAE

China Aerospace
Telecommunications
Limited

HERKER (B8)
BRAR

China Energine
(Hong Kong) Limited

NREEBRAT
New Image Development
Limited

MEERERAT
Crownpluss International
Limited

ERER (W)
Beijing Energine

(note (1))

mRER (%) B/
YN
(MRERAZ))

Wiz (i)

Aerospace Long Yuan
(Benxi) Wind Power Co,
Ltd.* ("Longyuan Benxi")

(note (i)

26. B AR 2HEXE

N_E_EBFE+_B=+—H WB

SEMALILEE R
RABEME
Place of
incorporation/
registration
and operation

a8
Hong Kong

a8
Hong Kong

&8
Hong Kong

a8
Hong Kong

HE
The PRC

I
The PRC

e MBHRRMEE
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HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

26. INTERESTS IN SUBSIDIARIES

Particulars of the subsidiaries as at 31 December 2020 are as follows:

B#ThkE/
SR E
RasiE

Particulars of

issued share capital/

registered and
paid up capital

10,0008 T2 @K  99.99%

Ordinary shares of
HK$10,000

DB EER
Ordinary shares of
HK$2

BTz EBR
Ordinary share of
HKS |

IBTZEBR
Ordinary share of
HK$ I

Sz
ARE
400,000,0007T 5
BRERE
ARE
244,870,0587T

Registered capital:
RMB400,000,000;
paid up capital:
RMB244,870,058

AR #93,800,0007T

RMB93,800,000

BAE

EfiktEmzaRt

Percentage of equity
attributable to the Company

2020 LZO 19 N

EE RE 58 [fH=%
Direct Indirect Direct  Indirect
0.01% 99.99% 0.01%

50% 50% 50% 50%

100% - 100% -

100% - 100% -

o - - 100%

- - = 55%

FTEEH

Principal
activities

DEETER
Distribution of
broadband business

DI T 1% E
Distribution of elevator
products

REER

Investment holding

REZR

Investment holding

REERRDHERK
Investment holding and
distribution of wind
turbine generators

RGEE
Operation of wind
farm
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26. RMBARZHER =

s s
REEHE
Place of
incorporation/
registration
and operation

E-t

Name

MABREE (RINE  FHE
IRAT (Hz0)) The PRC

CASC Energine Technology
(Shenzhen) Co., Ltd*

(note (1))

AEEY PR ] ]
ERAEARAT The PRC
(i3t e))

Inner Mongolia CASC
Energine New Energy
Development Co,, Ltd.*

(note ()

RELMABRES I
MHBRAR The PRC
Wizt (i)

Inner Mongolia CASC
Energine Composite
Materials Co., Ltd.*

(note (i)

LRMAERMEER P
BEERAS The PRC
(DR AL R))
(=)

Beijing CASC Energine
New Energy Technology
Co,, Ltd.* ("Beijing New
Energy”) (note (i)
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26. INTERESTS IN SUBSIDIARIES (Continved)

E#fThkE/
EHMRYR B2
R EfiktEmzER

Particulars of
issued share capital/
registered and

paid up capital

Percentage of equity
attributable to the Company

2020 2019
HE ME =2 HE

Direct Indirect Direct  Indirect

Sz - - -
AR
20,000,0007T ;
BRIERE
AE
21,314,0007T
Registered capital:
RMB20,000,000;
paid up capital:
RMB21,314,000

100%

AR #80,000,0007T - - _
RMB80,000,000

100%

AR #78,000,0007T = - - 5641%

RMB78,000,000

AR #25000,0007T 65% = 65% -
RMB25,000,000

FEEE

Principal
activities

HEMZ

Rental of properties

RERDHEE

Manufacture and
distribution of wind
turbine generators

RERDERAKER

Manufacture and
distribution of wind
blades

DIBAME R
Distribution of wind
turbine products



26. RMBAT 2R @

EEMAL s

-1 RS

Place of
incorporation/
registration

Name and operation

HEMABREAS®RAE P
SEBRATF (W) The PRC

Gansu CASC Energine
Wind Turbine
Manufacture Co,, Ltd.*

(note (1)

HEMXERMER I
HEBRAT The PRC
Wzt (i)

Tieling CASC Energine
New Energy
Development Co., Ltd.*

(note (i)

* B

g2

() RPEFMzE2IERE

iy RPEFEMzRIEERE.
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26. INTERESTS IN SUBSIDIARIES (Continved)

BRiTkRE
FEE
REERE
Particulars of
issued share capital/
registered and

paid up capital

AR 80,000,0007T
RMB80,000,000

A B #20,000,0007T
RMB20,000,000

I'\E

N
EfiktEmzER

Percentage of equity
attributable to the Company
2020 2019
HE ME =2 HE

Direct Indirect Direct  Indirect
- = - 100%
- - - 100%

*  For identification purpose only

Notes:

(

TEEE

Principal
activities

HWERDHE

Manufacture and
distribution of wind
turbine generators

HEME

Rental of properties

) Wholly foreign-owned enterprises registered in the PRC.

(ii) Sino-foreign joint entity enterprises registered in the PRC.

LRI ZMBRAFE DHEAE
EXGE EENEEBHIETE-

TRIRAEBREAFEH M #T
MWEBARNER U THMHBELEE
REBRN AT EMIEAEEE -

The above list contains the particulars of subsidiaries which principally

affected the results, assets or liabilities of the Group.
The following table shows information on the subsidiary that has non-

controlling interests material to the Group. The summarised financial

information represents amounts before inter-company eliminations.
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HE—E-_FF+-A=1—HIFEE
For the year ended 3| December 2020

26. RMBARZEXE @

26. INTERESTS IN SUBSIDIARIES (Continved)

IEFMERER
28 Name Beijing New Energy
2020 2019
TEEEME M Principal place of business/country of i ,thEl
DAvAIEEIETER incorporation PRC/PRC
FEREGME R R (G % of equity attributable to non-controlling
RAER 2B R interests 35% 35%
FET T#r
HK$°000 HK$ 000
w+=-RA=+—-H: At 31 December:
FREBEE Non-current assets 67 63
mEEE Current assets 2,073 249762
REEE Current liabilities (489,844) (249,591)
(BB [ EEZE Net (liabilities)/assets (487,704) 234
Rt IFEmIt s Accumulated non-controlling interests (170,696) 120
#EZ+=A Year ended 31 December:
=+—HLEEE:
Wi Revenue 30 -
k= Loss (462,093) (17,032)
PHEHRXAE Total comprehensive expense (462,093) (17,032)
DEETIEEFIE#ERE Loss allocated to non-controlling interests
218 (161,733) (5961)
EES FrA) Net cash (used in)/generated from
EEZREFEH operating activities (2,452) 1,685
RERBEEZ Net cash generated from investing activities
He 38 17 12
RERREEEY Net (decrease)/increase in cash and
CRiZL) /B hn%%E cash equivalents (2,435) 1,697

FEMXBRER (£E) BRAE « 2020F K
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RBARZER =

R_Z_TFE+_A=+—H &&
BB A B UAR K ENIRITAR
KIRE£624,0008 T (ZE—hE .
42,608,000/ 7T) ° AR RIARIMNE
X R 4 BB TR AR A1) e 45 O ~ B B K

HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

26. INTERESTS IN SUBSIDIARIES (Continued)

As at 31 December 2020, the bank balances and cash of the

Group's subsidiaries in the PRC denominated in RMB amounted
to HK$624,000 (2019: HK$42,608,000). Conversion of RMB into

foreign currencies is subject to the PRC's Foreign Exchange Control

Regulations and Administration of Settlement, Sale and Payment of

HEEERTEHRR- Foreign Exchange Regulations.
REEAT 2z X 27. INTERESTS IN ASSOCIATES
2020 2019
FET FET
HK$’000 HK$ 000
FEETRER Unlisted interests:
DEEEFE Share of net assets 224,655 193,906
EES Goodwil - 681
224,655 194,587

R_E-EE+R=+—H %%
EBERRZFBEUT

s s
RABEME
Place of
incorporation/
registration
and operation

4

Name

IHERENEEARAT  TH
(DIERER)) Wza) The PRC
Jiangsu Longyuan Wind
Power Co,, Ltd.* (“Jiangsu

Longyuan”) (note (i)

Details of the Group's associates as at 3|1 December 2020 are as

follows:

gtk
BRRBHR

Particulars of
registered and
paid up capital

AR #333,320,0007T
RMB333,320,000

HEE
EkbEm2zZER FEXE
Percentage of
equity attributable  Principal
to the Group activities
2020 2019
25% 1% RABEE

Operation of wind farm
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HE—E-_FF+-A=1—HIFEE
For the year ended 3| December 2020

27. RHERXT 2= @ 27. INTERESTS IN ASSOCIATES (Continved)
HMmL R SHmk HEE
a8 RABEHE BRRTHR EitRsEEzaRIE FERH
Place of
incorporation/ Particulars of Percentage of
registration registered and equity attributable  Principal
Name and operation paid up capital to the Group activities
2020 2019
EMERENEERRAD PH A #438,200,0007% 15.35% 1535% RZEE
(TEMEER)) The PRC RMB438,200,000 Operation of wind farm
(Hz0) (i)

Jilin Longyuan Wind Power Co.,,
Ltd.* (“Jilin Longyuan”)

(notes (1), (ii))
MAERMERRERD  PE A B #150,000,00070 - 0% RFEE
BRAT (Hrzti) The PRC RMB 150,000,000 Operation of wind farm

Aerospace Minjian New Energy
Investment Co,, Ltd.*

(note (i)
BHEMRBRMANER FE AR #120,000,0007T 41.67% 41,67% BIERDHEERRK
BIRAT (Hrize) The PRC RMB120,000,000 Manufacture and distribution
Wauxi CASC Energine Xindali of wind turbine generators
Co,, Ltd* (note (1)
ENMEABRRANEE FE AE#171,0700007T - 4878% RIBEE
BIRAT (Hz0) The PRC RMB171,070,000 Operation of wind farm

Gaizhou CASC Energine Wind
Power Co., Ltd.* (note (1))

FEMXBRER (£E) BRAE « 2020F K



27. RIRE AT 2R @

a8

Name

IHEMABRM K
BRRT (Haz()
Jiangsu CASC Energine

Technology Co,, Ltd*

(note (1))

PR BB BIEE F 5l
(RI) BRARE Wazi)

China Aerospace
Telecommunications
(Shenzhen) Limited*

(note (i)

RREE ()
Longyuan Benxi (note (1))

RELMAERES M
BIRRAE ()

Inner Mongolia CASC Energine
Composite Materials Co,,
Ltd* (note (1)

* EHBE

30 Al
RAZEME
Place of
incorporation/
registration
and operation

I
The PRC

I
The PRC

]
The PRC

]
The PRC

izt -

() REBEZMZFIEELE.

iy RPEFMz2IERE

iy MIBZBEF”_B=+—H %%

BERERLZZAIVEZIZERE
EENREFEFMG - FIL &2
DEEDRALEAHZEREBEKX
FE MEABARATEEER
1535%Em 2 B AE) o

Btk
BRRBHR

Particulars of
registered and
paid up capital

AR #70,000,0007T
RMB70,000,000

AR #60,000,0007T
RMB60,000,000

A B #93,800,0007T
RMB93,800,000

AR #78,000,0007T
RMB78,000,000

e MBHRRMEE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

£E

TEE
EkbEEZERLL

Percentage of
equity attributable
to the Group

2020 2019
= 37.14%

49% 49%
40% il
N/A

20.51% il
N/A

*  For identification purpose only

Notes:

27. INTERESTS IN ASSOCIATES (Continued)

FEESH

Principal
activities

WERDHEARKER
Manufacture and distribution
of elevator products

HERDHENER

Manufacture and distribution
of telecommunication
products

Ri5EE

Operation of wind farm

HERDHEAKER

Manufacture and distribution
of wind blades

(i) Sino-foreign joint entity enterprises registered in the PRC.

(ii) Wholly foreign-owned enterprises registered in the PRC.

(i)~ The Group is entitled to appoint up to and has appointed two out of nine

directors to the board of directors of this entity as at 31 December 2020.

Hence, in the opinion of the directors of the Company, the Group has

significant influence over the entity. Accordingly, the entity is accounted for as

a 15.35% owned associate of the Group.
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For the year ended 3| December 2020

27. RIREAR2Z2EE = 27.

TRITAEBERBMEATNE
e ZEHERATDERRDERGS
MBEREAAR BERHNHBERR
EIHUBMEARREEAUBREE
AR BREMEZS]

INTERESTS IN ASSOCIATES (Continued)

The following table shows information on the associates that are
material to the Group. These associates are accounted for in the
consolidated financial statements using the equity method. The
summarised financial information presented is based on the HKFRS

financial statements of the associates.

IERER L
278 Name Jiangsu Longyuan Jilin Longyuan
2020 2019 2020 2019
TEEEMT,  Principal place of business/
Bl av country of incorporation BEPE El T
FIEBIR PRC/PRC PRC/PRC
TEEK Principal activities RGEE R%EE
Operation of wind farm Operation of wind farm
AEBRELEE % of equity attributable
ERzBNtt to the Group 25% 25% 15.35% 15.35%
FET FET FET FET
HK$’000 HK$ 000 HK$’000 HK$'000
®+=A At 31 December:
=+-8:
ERFEE Non-current assets 559,937 583436 867,547 873,369
MEEE Current assets 162,573 156,369 288,592 302,010
FRBEE Non-current liabilities - (279,086) (535,131) (669,882)
REBER Current liabilities (262,178) (37,399) (67,285) (10,644)
BEFE Net assets 460,332 423,320 553,723 494,853
AEBEDEET  Group's share of carrying
ZEREE amount of interests 115,083 105,830 84,997 75,960
#iZ+=8 Year ended 31 December:
=+-H
ILEE:
U 2 Revenue 122,018 120,311 140,205 127,112
EEERBFE  Profit/(loss) and total
REZXHBN comprehensive income/
iwmHl,/ (B538) & (expense) for the year from
2EME/ continuing operations
(Bx) 4228 13,340 6,999 25,824 (6,042)
BUREE A E Dividends received from
BE the associate 1,672 4,474 = -

FEMXBRER (£E) BRAE « 2020F K
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27. RIEAT 2R @

HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

27. INTERESTS IN ASSOCIATES (Continved)

RERAE
%8 Name Longyuan Benxi
2020 2019
TEEEME Principal place of business/country fERE
SRR R of incorporation PRC/PRC
Ai5EE
TEXEH Principal activities Operation of wind farm
FEBERGRAER % of equity attributable to the Group )
ZBAAtt 40% N/A
FET T#
HK$’000 HK$'000
w+=B=+—-8: At 31 December:
ERBEE Non-current assets 22,624 TEE N/A
MENE E Current assets 44,937 TER N/A
ik f =K Current liabilities (6,123) AERA N/A
BESE Net assets 61,438 AEA N/A
AEEDGERZ Group's share of carrying amount of
REE interests 24,575 THEH N/A
#EZ+=-BR=+—H Year ended 31 December:
ILEFE:
W Revenue RiEA N/A TEB N/A
REERERE Profit and total comprehensive income
REEBIE A K for the year from continuing operations
EEWERE FEH NIA A N/A
BREERBRE Dividends received from the associate AiEHE N/A REA N/A

AT TEE+ A=+ —H &E
EHEBEATDUARESENR
THEHRIEE5108860008 T (ZF
— L 4,782,000 7T) c AR R H
7 9N 2 ch R 41 B 2 3 15 f51) B A4 B
EREATESEERTHRR

Foreign Exchange Regulations.

As at 31 December 2020, the bank balances and cash of the
Group's associates in the PRC denominated in RMB amounted to
HK$10,886,000 (2019: HK$4,782,000). Conversion of RMB into
foreign currencies is subject to the PRC's Foreign Exchange Control

Regulations and Administration of Settlement, Sale and Payment of
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HE—E-_FF+-A=1—HIFEE
For the year ended 3| December 2020

28. MAELEZED 28. INTERESTS IN JOINT VENTURES
2020 2019
FET FHET
HK$’000 HK$ 000
FLmkEm - Unlisted interests:
BY AN 0 PR UK EE AL AR 2 Cost, net of pre-acquisition dividend - 1,624,311
R =R Exchange differences - 88,954
LW ERSE Share of post-acquisition losses,
TGS SN net of dividend - (127,984)
- 1,585,281
AERE Impairment losses - (652,900)
- 932,38
A ZEZTF+ZRB=+—H'&& Details of the Group's joint ventures as at 3| December 2020 are as
BashEzzsEBE0T follows:
EL g SR AEH
&8 REEHR BRRPHER EktEmzER FEEH
Place of
incorporation/ Particulars of Percentage of
registration registered and equity attributable  Principal
Name and operation paid up capital to the Group activities
2020 2019
TRERRERESBH ] 31,669,609% 7T (M%&71) - 49% HEAEEPHREERAR
EEAMARAT] The PRC United States dollars =l
(MEmE)) W) (“US$") 31,669,609 Manufacture of automotive
Beijing Delphi Wan Yuan Engine engine management systems
Management Systems Co., and components
Ltd* (“Delphi") (note (1)
AX O RERRHMER I AE 926100007 - 9% RBEE
BRAE (Hz0) The PRC RMB92,610,000 Operation of wind farm
Inner Mongolia Datang
Energine New Energy
Co, Ltd* (note (i)
* (E{HHR * For identification purpose only
Mt - Note:
(i) KAz RIEERE. (i) Sino-foreign joint entity enterprises registered in the PRC.

FEMXBRER (£E) BRAE « 2020F K



28. REBEZEDR »

TRITEEBERGELENE
HezaEtErREREINGaR
BEREAAKR ERBMBEREE
DUEEEEREEBYHRSER

e MBHRRMEE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

28. INTERESTS IN JOINT VENTURES (Continued)

The following tables show information on the joint venture that is
material to the Group. This joint venture is accounted for in the
consolidated financial statements using the equity method. The

summarised financial information presented is based on the HKFRS

RENPBERERMEY - financial statements of the joint venture.
Ema
2% Name Delphi
2020 2019
TEEEME Principal place of business/ thE thiE
SRR R country of incorporation PRC/PRC
NESEXDHRERR ARG
Manufacture of automotive
engine management systems
TEEH Principal activities and components
rEERGRAER % of equity attributable to the Group AiER
ZBEDL N/A 49%
FE7T FET
HK$’000 HK$ 000
®w+=-R=+—8: At 31 December:
EREEE Non-current assets - 343,584
MEEE Current assets - 567412
REaE Current liabilities - (495,552)
BEFE Net assets = 415,444
rEBRDLEEZE Group's share of net assets - 203,567
e Goodwil - 562,870
R BERETATE Effect of fair value adjustment at acquisition
HEZTE - 131,870
AEEDGERZ Group's share of carrying amount of
REE interests - 898,307
SAMBEEZIRER  Cash and cash equivalents included in
REEEY current assets = 7251

sFARBEREZ M
TRErE FTEREER
R EA AT RO B 65)

Current financial liabilities (excluding trade
and other payables and provisions)

included in current liabilities
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BE—ZE _FFf A= —HIFE
For the year ended 3| December 2020

28. REELEZED » 28. INTERESTS IN JOINT VENTURES (Continved)
2020 2019
FET FET
HKS$’000 HK$'000
#E+-A Year ended 31 December:
=+—HILEFE:
W= Revenue 1,556,037 1,527,549
T EE R 8 Depreciation and amortisation 88,629 88,740
FE WA Interest income 860 1,630
FRRX Interest expense 175 515
PRGBS Income tax expense 27,643 16,688
rEEHNREE Profit and total comprehensive income
s 25 48 KE for the year 128,998 71,718
BREERERE Dividends received from the joint venture 52,469 91,532
TRITEEERAENERNTEXR The following table shows, in aggregate, the Group’s share of the
MEERE OUETEANR) FHME amounts of all individually immaterial joint ventures that are accounted
A B RE o for using the equity method.
2020 2019
FET FET
HK$’000 HK$ 000

K+=-B=+—-8: At 31 December:
B REE Carrying amounts of interests = 34,074

#EZE+-A=+—HIE Year ended 31 December:

FE:
KEEEAN, (518 K Profit/(loss) and total comprehensive
2HNGEEHE income for the year 302 (3,783)
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HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

RATFEAAERM2EIE 29. FINANCIAL ASSETS AT FVTOCI

ZERMAE

2020 2019

FET FET

HK$’000 HK$'000

FLHRERE Unlisted equity investment = 4800

F LR ERERAERFBENFE
RIUFAANBENKRE A ABDEEE
BRZERBIEEARATESAR
HEARENEETR RAILER
BUFFHIFEE BRTAERIR
PR E o E B A B R
ZEUGEREEGBEMET N
E-hE+_R=+—H ' BAYTME
SAHMEENGE SMEEZGE
B BE I MIEE7(c) 0

The unlisted equity investment represented the Group's equity
interest in a private entity established in the PRC. The directors of the
Company elected to designate this investment in equity instrument
as at FVTOCI as this investment was not held for trading and not
expected to be sold in the foreseeable future. The valuation was
carried out by an independent qualified professional valuer not
connected with the Group. Details of valuation technique of financial

assets at FVTOCI as at 31 December 2019 are set out in note 7(c).

8 30. INVENTORIES
2020 2019
FET FAET
HK$’000 HK$'000
R Raw materials = 14726
M Work in progress - 17,112
Bl Finished goods = 9,332
- 41,170

RBEE_Z_ZEF+_"_A=+—HIE
FE - TERBEATROES (T
—NE  EREEA22233,000%87T) ©

During the year ended 31 December 2020, inventories with a
carrying amount of HK$NIl (2019: HK$22,233,000) are returned to an

associate.
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For the year ended 3| December 2020

3. ERREMEKR - HER 31. TRADE AND OTHER RECEIVABLES,

-RRE DEPOSITS AND PREPAYMENTS
2020 2019
FET FEr
HK$’000 HK$ 000
& 5 FETR Trade receivables 499,708 1,985,841
BHREEEEERE Allowance for ECL (498,681) (1,002,592)
1,027 983,249
BEEE Purchase deposits - 3,199
oJ s R ER VAT recoverable 61 25,654
FEW—RE&EEEERKRE  Dividend receivable from a joint venture - 37,297
RN EE (BREN Bill receivable in relation to settlement
Bl —BEERE of dividend receivable from a joint venture
B E) - 13,508
HAh Others 4,096 16,747
5,184 1,079,654

FEBEFRBEEENMRTEEABEN
BANGEEH HTEENEALATH
LIBRFREERE—FNGEER
EHRGoFABZERGN AL ER
FEEWZHMEER,027,0008 7T (Z
T—H4E 1 579,219,00087T) * BREEA
EEERERRAREENEZREK

=+
o

FEMXBRER (£E) BRAE « 2020F K

The Group allows credit periods for not more than six months to
its customers for sales of goods. At the discretion of the executive
directors, several major customers were allowed to settle their
balances beyond the credit terms up to one vear. Included in trade
receivables are balances of HK$1,027,000 (2019: HK$579,219,000)
without bills received while the remaining balances are trade

receivables with bills received for future settlements.



REMB BRI
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BE_E_FFf+ A= —HIFE
For the year ended 3| December 2020

. AR REMEKR -BER . TRADE AND OTHER RECEIVABLES,
IR @ DEPOSITS AND PREPAYMENTS (Continved)
REBREARBEZZAH (BEkE The following is an aging analysis of trade receivables without bills
BREBER) Tt EABERE received, net of ECL allowances, presented based on the invoices dates
BZEBZRUWR NREREESE at the end of the reporting period, which approximate the respective
B 2IRERDINNT revenue recognition dates:
2020 2019
FET TET
HK$’000 HK$'000
30HA Within 30 days - 3,700
3IE90H 31 to 90 days - 1,837
91E180H 91 to 180 days - 171
181 2365H 181 to 365 days - 12,248
BE—F Over | year 1,027 560,263
1,027 579219

\ZE-FE+ZA=+—B &%
004 E WORREO B 5 FEURR - T
SE-AF+B=+—B k&E
ERBBNE SR EUR L EESBE
— (HEBRHYREB) -

AZEZFE+ZA=+—H &&E
Bk A —FEUANBREENE
SRR (ZZT—AF . 1895600078
) HRAARRBE —F RES
HARNEZHERE) ©

The Group did not have trade receivables with bills received as at
31 December 2020 while all the Group's trade receivables with bills
received as at 3|1 December 2019 were aged over one year, based on

invoice dates at the end of the reporting period.

The Group's trade receivables without bills received of HK$NIl (2019:
HK$18,956,000) as at 31 December 2020 are aged within one year
while the remaining balances are aged over one year, based on the

invoice dates at the end of reporting period.
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HE—E-_FF+-A=1—HIFEE
For the year ended 3| December 2020

3.

32.

EnRHEMENR -BER
™ @)

RZE2ZEF+ZA=+—8"
FEBERRUNGHBIERER
E1{E1,027,0008 7t (ZE—N&F:
982,728,000/ t) M EURER =X > X
REHBHEAB - StABABLE
EREY1,027,0008 T (ZE— &
494,986,00078 75) BAIFAOKR I L »
MENRERENCREEAERFE
BEXRER HILZHBLARAHE
Wo-BREBDWEENGERIIN &
BlUElZEERFEEAIERG

AEE-REDFMABIISABE
WREREEEA RARREBE
R8> BER S BRI — R EE I
B IERTEENBEETRREEH
ZETEBREREN.

SNRE

31. TRADE AND OTHER RECEIVABLES,

DEPOSITS AND PREPAYMENTS (Continued)

As at 31 December 2020, included in the Group's trade receivables
balance are debtors with aggregate carrying amount of HK$1,027,000
(2019: HK$982,728,000) which are past due as at the reporting
date. Included in the past due balances of HK$1,027,000 (2019:
HK$494,986,000) has been past due 90 days or more but is not
considered as in default based on repayment records for those
customers and continuous business with the Group. Other than those
balances with bills received, the Group does not hold any collateral

over these balances.

The Group will normally recognise full allowance for all receivables
overdue 365 days because historical experiences is such that
receivables that are past due 365 days are generally not recoverable,
except for some major customers with longer credit terms at the

discretion of the executive directors.

32. CONTRACT ASSETS

2020 2019
FET FHET
HK$°000 HK$'000
& B DU AR Sales of wind turbines and energy storage
KAEREE R and related products 66,295 386,731
TREEERERER Allowance for ECL (66,295) (160,213)
- 226518

RBEZZ-ZF+"A=+—HIt
FE > ANBEERBRLTEEHR
FAMBRABBEGEARE  BUH
BRLBEABE2BETRABEZS
WEE BN MIEE47(b)o

FEMXBRER (£E) BRAE « 2020F K

Significant decrease in contract assets during the year ended 3l
December 2020 was primarily attributable to derecognition of a
significant amount of contract assets, which were fully impaired during

the year, upon deconsolidation of subsidiaries as detailed in note 47(b).
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34.
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FE {3 —R PR EZER 2B M

BN —BPEERADMAELR
RERZERERE -

FEMy,FE 3B E 2B

NHBHEERBEESEL (22
—HE 12149820008 7T) % > FEULHE
B A B F4,450,0008 7T (ZE—NEF !
154,507,000 70) BIE B S RIS E %
7T (ZE—H4F © 38,589,000 7T) ° %
FEABRKFE RE REBE—F
EtHEm R (FEARNESHE
Em BISOHEEH MNKBEHEE
51700008 (Z2—NF !
36,485,000/ 7T) 1 * 45 854,450,000/ 7T
(ZZE—HE 1159180008 7T) BE
IR KR EREE » HH4,45000078 70
(ZZ—HFE 11591800058 7T) &5t
EoMBTEBREENE% (ZF
— R 435%) 5tRe

AEERNHEASNIECIEE
SEOR (TT—A%F © 2336000078
o ZRIEBEARIER 2B KRAE365H
EEH > FIGRER 12,0008 T AEIR
PN RERREKER) o

33.

34.

HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

AMOUNT DUE TO AN INTERMEDIATE
HOLDING COMPANY

The amount due to an intermediate holding company is unsecured,

non-interest bearing and repayable on demand.

AMOUNTS DUE FROM/TO ASSOCIATES

Included in the amounts due from associates of HK$4,450,000
(2019: HK$154,507,000) are trade receivables of HK$Nil (2019:
HK$38,589,000) net of allowance for ECL of HKS$Nil (2019:
HK$214,982,000). The amount is unsecured, non-interest bearing, aged
over one Yyear and has a credit period of 180 days for sales of goods
mainly wind energy related products. Balances of HK$4,450,000 (2019:
HK$115918,000) net of allowance for ECL of HK$170,000 (2019:
HK$36,485,000) are unsecured and repayable on demand, of which
an amount of HK$4,450,000 (2019: HK$115,918,000) are non-interest
bearing while the remaining amount bears fixed interest at Nil% (2019:
4.35%).

Included in the amounts due to associates are trade payables of
HK$NIl (2019: HK$23,360,000). The amount is unsecured, non-interest
bearing and has credit period of 365 days. The remaining balance of
HK$Nil (2019: HK$12,000) are unsecured, non-interest bearing and

repayable on demand.
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HE—E-_FF+-A=1—HIFEE
For the year ended 3| December 2020

35. EW "BAAERER

SIBIERBEE

AR —BEELERCERTE
T (CTE—NE 67,351,000587T) M
NHBEHEERBREESET (22
— L 1 38,150,000/ 7T) &EABAMF
—HEEECENERRESE T (=
BE—E 625160008 7T) REEE
FE% (ZB—NF 1435% ) stB o
ARBER 6ECXERAERIE
BRI REF o FEREESET (Z
T—HE 429850008 7T) BERE o
BECERAEERN S22+
B=+—HBZzEHEEREREST (=
T—AE 6251600087 REME
BEHFET (TE—RE . 20,541,000
BIT) 1 LR HE ZEFIERUEIRZ
BEPEZITHRIETFRETEMSE
ENMERIEER ARBEEAH
BHEELERBEFERERSHARIE
+TZEBREE ALZFREBELEE
FERBEE -

NHRBHAE AR

AEETEEKN-—HEECERMA
FEZHEE EER REREEX
BB (ZE—HE 19,186,000 7T) ©

FEERCEELERTEDITRE
BE—FENEFEMR (CE—hF:
1,933,000/ 7T) * ZRIBA®EIEHR %
B BSMERBISHEER L&
RIER4EER (T2 —NF © 9290008 7T
HEILF - RERRERER)

FEMXBRER (£E) BRAE « 2020F K

35. AMOUNTS DUE FROM/TO JOINT

VENTURES

Under non-current assets

Included in the balance of an amount due from a joint venture of
HK$NiIl (2019: HK$67,351,000) net allowance for ECL of HK$Nil
(2019: HK$38,150,000) is a loan advanced to a joint venture with
a gross amount of HK$NIl (2019: HK$62,516,000) that bears fixed
interest rate at Nil% (2019: 4.35%) per annum. The joint venture has
pledged its land and buildings to the Group to secure the loan. The
remaining gross amount of HK$NIl (2019: HK$42,985,000) is non-
interest bearing. The joint venture has entered into arrangements with
the Group in connection with the above gross amount of loan of
HK$NIl (2019: HK$62,516,000) and other balance of HK$Nil (2019:
HK$20,541,000) which is non-interest bearing as at 31 December
2020 that these amounts shall be repaid from the proceeds upon
the realisation of the land and buildings and certain other assets of
that joint venture. The directors of the Company considered that
the amount due from the joint venture would not be settled within
twelve months from the end of the reporting period and therefore is

classified as non-current asset.

Under current assets/liabilities

The amount due from a joint venture of HK$Nil (2019:
HK$19,186,000) is non-trade related, unsecured, non-interest bearing

and repayable on demand.

Included in the amounts due to joint ventures are trade payables of
HK$Nil (2019: HK$1,933,000) and aged over one year. The amount is
unsecured, non-interest bearing, trade nature and has credit period of
365 days. The remaining balance of HK$NIl (2019: HK$929,000) are

unsecured, non-interest bearing and repayable on demand.
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36. BIRMIRITER SRITE R

RE

¢¢rt“*jtﬁ§+)\8$&ﬁ$§"ﬁ%x\fﬁ

THEGBRBASHEIRFRTER (&
%E—hﬁ. 9,000/ 7t) M &7/ &
RETENR (CTE—NE030%) 5t

B o
5N

RITHERIZ00I%E1.25% (ZE—H
F00I%E1.25%) 2 HITHIREERNE
%‘I—I%\O

RITEHRERTIUNERERERY
FEERLUNE R SHERRIA

BE_E_FFf+ A= —HIFE
For the year ended 3| December 2020

36. PLEDGED BANK DEPOSITS, BANK

BALANCES AND CASH

Included in the pledged bank deposits, bank balances and cash are
pledged bank deposits of HK$Nil (2019: HK$9,000) which carry fixed
interest rate of Nil% (2019: 0.30%) per annum.

Bank balances carry interest at prevailing market rates which range
from 0.01% to 1.25% (2019:0.01% to 1.25%) per annum.

Included in bank balances are the following amounts denominated in
currencies other than the functional currency of the respective group

entities to which they are related.

2020 2019

FET FET

HK$’000 HK$'000

AT HK$ 9,151 35,626
=TT Us$ 1,367 -
10,518 35,626

ARBRBURBIBRREIIEER
FOREE EERNVEEERER
fRo

Conversion of RMB into foreign currencies is subject to the PRC's
Foreign Exchange Control Regulations and Administration of

Settlement, Sale and Payment of Foreign Exchange Regulations.
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37. HERHEMESR 37. TRADE AND OTHER PAYABLES
2020 2019
FET FET
HK$’000 HK$ 000
B2 RN Trade payables 489,905 1,129,823
HMEL R Other payables 478,085 190,353
967,990 1,320,176
BIRMRREZAHZRE DTN The aging analysis of trade payables based on invoice date, is as
T follows:
2020 2019
FE7T FHET
HK$’000 HK$'000
30HA Within 30 days - 9,361
31E90H 31 to 90 days - [1,431
91ZE180H 91 to 180 days - 2,233
181 E365H 181 to 365 days - 32,181
BE—F Over | year 489,905 1,074,617
489,905 1,129,823
REBBBUMHEFIE0EI0EN The Group normally receives credit period for 30 to 90 days from its
E8H- suppliers.
N TETEF+"RA=+—H &E&E Included in the Group's other payables as at 31 December 2020 are
B EMEM R EIEEC AR BB amounts due to ex-subsidiaries of the Company of HK$459,614,000
B A BIF459,614,0008 7T (ZE—N (2019: HK$NIil), bills payable of HK$Nil (2019: HK$88,760,000),
FIRHET) BAEBRSET(CE amount due to a fellow subsidiary of HK$13,888,000 (2019
— N5 88,760,000/ 7T) K &S — HK$13,888,000) and consideration payable to a fellow subsidiary for
BB ABTNI3,888,00087T (ZF acquisition of a subsidiary of HK$Nil (2019: HK$12,151,000).

—fLE T 13,888,000587T) » LUK UK EE
—EBAREN—BRRNE AR
KEBEBT (ZTE—ASFE 12,151,000
BT o
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EMANEZAM FEERNR
BRREOBE—F-

RAEEHEZEZZ—NFTZA
“+-HIEEEZRBZIEEVER
REBEHR AREZHEERIM
BRI RABERZHFNER
—BBRERIENTTAUDH AR
el REZ4BER A445,143,00058 73
ENBEERA BHTBEREE
EZROUNGEEHBERRPAR R
BEZZZZF+RA=+—HILH%F
B FEREKBASBUEG S AR
ZAIEEK IR

IE§ i3 4 B

R_B-_EBFE+-_A=+—H0 &&
ERESHNHE CE—hF ER
B #8028,216,00078 7T » £ BB
KEREEYE BERREREE
SMEFT2HEE) - ZSBEIREEHA
ELHNET (BEETNE - BERR
#HM) ZT@%EH}%?&%E (ZZ—N
F | SEFES0E) RIEERR

38.

37.

38.

BE_E_FFf+ A= —HIFE
For the year ended 3| December 2020

TRADE AND OTHER PAYABLES (Continued)

All the Group's bills payable as at 31 December 2019 were aged over

one year, based on invoice dates at the end of the reporting period.

As at the date of approval of the audited consolidated financial
statements of the Group for the year ended 31 December 2019,
several then subsidiaries of the Company were involved in legal
proceedings in relation to contract payment disputes with business
counterparties and a then associate with an aggregate claim amount
of HK$445,143,000. In the opinion of the directors of the Company,
the relevant amounts were due considered and accrued for in the
consolidated financial statements for that year accordingly. During the
year ended 3| December 2020, such amounts were derecognised

upon deconsolidation of the related subsidiaries.

GOVERNMENT GRANTS

As at 3| December 2020, government grants of HK$Nil (2019:
HK$28,216,000) represent subsidies granted by the PRC government
authorities for the purpose of financing the acquisition of property,
plant and equipment. The amount was recognised in profit or loss over
35 years (2019: 5 to 50 years) according to the useful lives of the
relevant leasehold land and buildings (included in property, plant and

equipment).

2020 2019
FET FET
HK$’000 HK$'000

VAP Analysed as:
M IR=KE Current liabilities - 696
FERBEE Non-current liabilities - 27,520
- 28216
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39. RIEHEE 39. WARRANTY PROVISION

2020 2019

FET FHET

HK$’000 HK$ 000

K—HA—H At | January 328,231 259918

PSR AT G Additional provisions recognised 660 111,087

HREE Provisions used (27,694) (37,093)

bE R =R Exchange differences 21,114 (5,681)

MEBABIEEA S AR  Deconsolidation of subsidiaries (322,311) -

w+—-_B=+—H At 3| December = 328,231
RERBIEESRERERN KM The warranty provision represents the present value of the directors’
ERMZ REETZREMH LER best estimate of the future outflow of economic benefits that will be
mARRREFH REGSTZHRE required under the Group's obligations for warranties of local sales of

wind turbines.

40. BRFASHAR 40. FINANCIAL GUARANTEE CONTRACT
LIABILITIES
2020 2019
FET FET
HK$’000 HK$'000
MHRERENERZ Fair value of financial guarantee contract
A liabilities 496,479 -
REERFR > KRBT KF R KK At the end of the reporting period, the Company had a guarantee and
MEUBRETALAE—HEANEAS a counter guarantee totalling HK$1,758,472,000 or RMB1,480,000,000
(CE-NF . —BNBRE) 2&T (2019: HK$1,652,191,000 or RMBI,480,000,000) issued to CALT
B8 BEMNFIRREMR—ERERR— in respect of certain borrowings lent to an ex-subsidiary (2019:
B EREEH,758,472,0008 703 A a subsidiary) of the Company from CALT and ASTF. Under the
K 1,480,000,0007t (A& KA 2) (= guarantees, the Company is liable for all or any of the borrowings of
BN 1,652,191,0008THAR each of them from CALT and ASTF upon failure of the guaranteed ex-
#1,480,000,0007T) ° REFHEAR » i EHE subsidiary (2019: subsidiary) to make payments when due.

RNRIMBAR (CE—NEF HBA
7)) REEREER AR AR RN HIE
BRNF R EMAB A HREN 2
HREMBAEE -

FEMXBRER (£E) BRAE « 2020F K
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40. FINANCIAL GUARANTEE CONTRACT

LIABILITIES (Continued)

The maximum liabilities of the Group at the end of the reporting

period under the guarantee and counter guarantee are the outstanding

A5 B K FE I B 5 51889,341,0007% amounts of borrowings and interest payable at the end of the
T (CE-NFE o reporting period totalling HK$889,341,000 (2019: HK$NIil).
41. {88 41. BORROWINGS
2020 2019
FET TET
HK$’000 HK$ 000
THRIRTTER (BF5E@))  Short-term bank loans (note (i) - 89,308
HMBAER (M5EG))  Short-term other loans (note (ii)) - 570,675
HiRIE (M5E()) Long-term other loans (note (i) - 368,395
BRI EREF (M5E(i) Long-term shareholder's loans (note (iii)) - 725,624
- 1,754,002
BEBRLUTEHERE . The borrowings are repayable as follows:
—FR Within one year - 659,983
—FEME More than one year, but not exceeding
two years - 1,094,019
- 1,754,002
B I2E A AEIERAET  Less: Amount due for settlement within
238 (B R 12 months (shown under
&1&) current liabilities) - (659,983)
121@ B BB 2 Amount due for settlement after 12 months
IR - 1,094,019

AEEBEEZRAEHUARES

B

in RMB.

The carrying amounts of the Group's borrowings are all denominated
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B8 »

Hyat

\_7

—hE+ZA=+—HBNZ%E
A EILIRIRITE 89,308,000 T3
AE180,000,0007s T EHERRE
ERZEMO.15% (BNEFEFZE435%) 2%
St E - ZERBAR—FREE A
B AREENEBLERTES

A ZZE-NE+ZA=1+—HNE
BHANNERZEZWNBATMNX
R R B S EF0930,139,0008 3
AR833200,0007c ZEHIBEAE
ER RN RER 2N T4.10%E
451%2 BEFERZEE B o

A\ ZEBE-NAF+ZBE=+—H &
#45,770,00078 75 3 A B #641,000,000
TN 245,596,000 T AR
220,000,0007T ~ 39,072,000 7T A R
#35,000,0007T ~ 208,756,000 7T 8 A
R #187,000,0007T ~ 22,550,000/ 7T 5,
A #20,200,0007T ~ 334,905,000/ 75
o A R #£300,000,0007T 5233,490,00058
TH A R #30,000,0007c 9 B ER Z
ﬁ_%iiﬁ NIEIZFEARC
EIRFE+A 2222+ —A

“ZTE2F+ZB- T —F—A
kRZEZ—F”ZRAERE-

\_3 NE+ZA=+—H A
HttERMNERTaEREER—
F'EﬁMﬂ%@ﬁiﬂ?ﬂ’x‘ﬂ’x‘%ﬁﬁﬂ@%%’ﬂ
8,931,0007 7.8 A R #8,000,0007T ©
ZEBRAHERT RREARESE
EFRF0.91F (BIEF=R4.28%) B9
BAEHE BER_Z_2H+—F8
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41.

BORROWINGS (Continued)

Notes:

@)

The amount as at 31 December 2019 represented unsecured bank loans
of HK$89,308,000 or RMB80,000,000 which bore floating-rate interest at
PRC Loan Prime Rate plus 0.15% that was 4.35% per annum. The loan was
repayable within one year and was used to finance the operations of the

Group.

The amounts as at 3| December 2019 represented loans from
ASTF, a fellow subsidiary of CALT amounting to HK$930,139,000 or
RMB833,200,000. The amounts were unsecured and were guaranteed by
CALT, bearing fixed-rate interest ranging from 4.10% to 4.51% per annum.

As at 31 December 2019, loans of HK$45,770,000 or RMB41,000,000,
HK$245,596,000 or RMB220,000,000, HK$39,072,000 or RMB35,000,000,
HK$208,756,000 or RM187,000,000, HK$22,550,000 or RMB20,200,000,
HK$334,905,000 or RMB300,000,000 and HK$33,490,000 or
RMB30,000,000 were repayable in March 2020, September 2020, October
2020, November 2020, December 2020, January 2021 and February 2021,

respectively.

As at 31 December 2019, included in the balance of other loans was also
a loan of HK$8,931,000 or RMB8,000,000 advanced from a non-controlling
shareholder of a then subsidiary. The amount was unsecured, bore floating-
rate interest at 0.9 times of the People’s Bank of China Benchmark Interest

Rate that was 4.28% per annum and was repayable in November 2020.
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. B8 @ 41. BORROWINGS (Continued)

Mzt (#) Notes: (Continued)

iy RIZ—AFE+-B=+—HKNEHE (i)~ The amounts as at 31 December 2019 represented loans advanced
ANFREBMABENE (FA% from CALT through ASTF as the trustee in aggregate amounting to
AN B2 EHEE725,624,000% HK$725,624,000 or RMB650,000,000. The amounts were unsecured and
THRARM650,000,0007C c ZEIBEA bore fixed-rate interest ranging from 4.88% to 5.00% per annum.
BRI 2B E ) F4.88%FE5.0%5t
Be
R-ZE—NFE+-B=+—H 8= As at 31 December 2019, the loans of HK$446,538,000 or RMB400,000,000
446,538,000%75}}\%”#?}400,000,000 and HK$279,086,000 or RMB250,000,000 were repayable in April 2021 and
TTRK279,086,0008 T AR December 2021, respectively.

250,000,0007c 3 B B Z &~ — Y
BRZE-_—F+_BERER-

BE_S-_E&+_"_A=+—H1 The effective interest rates of the Group's borrowings were ranged from
FE> zﬁ%@{ﬁ SHEBREF KRN T 4.10% to 5.00% per annum (2019: 4.10% to 5.00% per annum) for the year
410%E5.00% (ZE—HE: 410%E ended 3| December 2020.
5.00%) °
. HERR 42. LEASE LIABILITIES
REHAMIR RIEHERARZRE
Present value of
Minimum lease payments minimum lease payments
2020 2019 2020 2019
FET T FET T
HK$’000 HK$ 000 HK$’000 HK$'000
—FR Within one year 1,546 5110 1,430 5078
—FEMRF More than one year, but not
exceeding two years 1,546 1,379 1,497 1,363
MEERF More than two years, but not
more than five years 258 - 256 -
3,350 6,489 3,183 6,441
B RREMBEER  Less: Future finance charges (167) 48)  FERANA  THEENA
MEaBZRE Present value of lease
obligations 3,183 6,441 3,183 6,441

B 12ERREIH  Less: Amount due for settlement
2 A (3 within 12 months (shown

AREEE) under current liabilities) (1,430) (5,078)
NEB BT  Amount due for settlement

Y238 after 12 months 1,753 1,363
HEREMEAZMETEEEE The weighted average incremental borrowing rates applied to lease
FIE24.40% (ZB—NEF 1 435%) ° liabilities is 4.40% (2019: 4.35%).
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43. BEREAE 43. DEFERRED TAX LIABILITIES
AEBCRIZVELEREBARG, (B The following are the deferred tax liabilities/(assets) recognised by the
E)WT: Group.

MR-

BELER

i BEAT
REME KA REH Hith @t

Undistributed

profits of

Revaluation subsidiaries,
of investment joint ventures

properties and associates Others Total
TET TET FET FET
HK$000 HK$000 HK$000 HK$000
R_E—NE At | January 2019
—HB—H 77112 10,625 (1,643) 16,694
FRBE@R Charge/(credit) to profit or loss
S/ GtA) for the year 28 (134) 1631 1525
BRER Exchange differences (167) (231) 12 (386)
RZE-NEF At 31 December 2019 and |
+ ﬁ + H  January 2020
— 7 —= _I/S’E
—ﬁ H 1,573 10,260 - 17,833
FRE@mK GTA)  (Credit)/charge to profit or loss
/I for the year (309) 752 - 443
EREE Exchange differences 467 707 - 1,174
B AE Deconsolidation of subsidiaries
/ﬁr‘ruj\ﬁg (7,731) (11,320) - (19,051)
RZIE-2F At 31 December 2020
+ZRB=+—H - 399 - 399
R_B_EFE+_A=+—H &K As at 31 December 2020, the Group has estimated unused tax losses
B 5t R B A IR I E5 #84960,685,0007% of HK$60,685000 (2019: HK$944,472,000) available for offsetting
7T (ZE—NF 1 944,472,000 7T) A against future profits. No deferred tax asset has been recognised in
BRI RGN o FA > BINREE respect of the tax losses during the year due to unpredictability of
1l %1’5'55'57\5*']5'55)— P IR RIRIE R B future profit streams. Included in unrecognised tax losses are losses of
HIRIERIEE E o WA KRR IE HK$58,361,000 (2019: HK$120,814,000) that may be carried forward
E518 2 §51858,361,0008 T (Z&2— AN indefinitely. The remaining unrecognised tax losses will expire within
£ 1 120,814,00087T) I EIRHAAE S o five years from 2021 to 2025 (2019: from 2020 to 2024).

EE%EEEEEM@IEEEH%EZEZ—EF
“ECRECE-AEIBIEC
gfﬁi_g_ﬂi) LFEREH-

224 hEMKERER (EE) ARAT ¢ 20204F 1%
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44. SHARE CAPITAL

BRiHr#E
Number of =%
shares Amount
FAET
HK$'000
SRmEo. 108 T2
Ehg Ordinary shares of HK$0.10 each
ETE Authorised:
RZE—NE At | January 2019, 31 December 2019
—B—H-ZZ—A and 31 December 2020
E+-A=+—HK
ZEIEZRF
+-_B=+—H 10,000,000,000 1,000,000
BETREE Issued and fully paid:
R_E-NEF At | January 2019, 31 December 2019
—A—H-ZZ—1 and 31 December 2020
F+-A=+—HK
I 2
+-RB=+—H 4,368,995,668 436,900

AEEEEES LRFREAEERNS

EREHFREE ARTBEBETL
EREABDZ FEAMARRFNRS
Ok -AERBERBEEZERFTR

o

AEEZEARERRERE ETE
EEE - HERR BUBMELIM
REMEGERER HEREREE
FBYRALBDER ABEET (B
BEETRE REREEER) -

AEEEEEEHBRIBEARE B
BEEZREANARARERER
HENERE REHUERELR
f&eo

The Group manages its capital to ensure that entities in the Group will
be able to continue as a going concern while maximising the return to
shareholders through the optimisation of the debt and equity balance.

The Group's overall strategy remains unchanged from prior year.

The capital structure of the Group consists of debt, which includes the
borrowings, lease liabilities, amounts due to associates and amounts
due to joint ventures, net of cash and cash equivalents and equity
attributable to owners of the Company, comprising issued share capital,

reserves and accumulated losses.
The management of the Group reviews the capital structure regularly.

The management considers the cost of capital and the risks associated

with each class of capital, and will balance its overall capital structure.
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44. B (=

SIEBHAERMMZEREZRS ()
MERF R QBRI LWL
HABRBNARERESTORKRG
#925%; (i) 2 5t B 15 B FE MBI RA 75 22
o

FEESHEERMEFPBTLEREH
BEARFEREEN ZFERME
ARG REBETAEEREN—E
R ERBE-RZZEF
+TZB=+—H>3936% (ZE—H
F13936%) ZRIDARTRFE

th}iﬁﬂ’%@’” ﬁEﬁH:’}TjEﬂuﬁl@

BE - RBE_TTER-_T-A

E—f— ﬁ——l-—ElJJ:fEF“’ZIS%%]ﬁ
BR ARG BEEZMHRE

FEMXBRER (£E) BRAE « 2020F K

44. SHARE CAPITAL (Continved)

The externally imposed capital requirements for the Group are: (i) in
order to maintain the Company's listing on the Stock Exchange it has
to have a public float of at least 25% of the shares; and (ii) to meet

financial covenants attached to the interest-bearing borrowings.

The Group receives a report from the share registrars weekly
on substantial share interests showing the non-public float and it
demonstrates continuing compliance with the 25% limit throughout
the year. As at 31 December 2020, 39.36% (2019: 39.36%) of the

shares were in public hands.

Breaches in meeting the financial covenants would permit the bank
to immediately call borrowings. There have been no breaches in the
financial covenants of any interest-bearing borrowings for the years
ended 31 December 2020 and 2019.
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45. FATIMBERARRHES 45. STATEMENT OF FINANCIAL POSITION

L)) AND RESERVE MOVEMENT OF THE
COMPANY
(a) FARANUBKAR (a) Statement of financial position of the Company
2020 2019
FET FET
HK$’000 HK$ 000
HE ASSETS
ERHEE Non-current assets
ME-~ B KRR E Property, plant and equipment 295 748
FREEE Right-of-use asset - 1,390
MEARER Interests in subsidiaries 158,512 158,512
ERBHEEEE Total non-current assets 158,807 160,650
RENEE Current assets
Hth IR e K Other receivables, deposits and
BAM prepayments 3,674 4,564
= YNEIEA Amount due from a subsidiary 23,608 23,608
RITEBFRIRE Bank balances and cash 11,147 23,739
RBEEAE Total current assets 38,429 51911
= LIABILITIES
it b=k Current liabilities
AN 7R Other payables 4,571 3360
e —RPE Amount due to an intermediate
TR AN holding company 508,564 -
MBERENEE Financial guarantee contract
liabilities 496,479 -
HBESE Lease liabilities 1,430 1,420
REAEAEE Total current liabilities 1,011,044 4780
RE (BfH) /EEEE Net current (liabilities)/assets (972,615) 47,131
ERBHAE Non-current liabilities
HEAR Lease liabilities 1,753 =
ERBHEFEAE Total non-current liabilities 1,753 -
(BfR) EERE NET (LIABILITIES)/ASSETS (815,561) 207,781
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45. ZATIMBERARR#ES 45. STATEMENT OF FINANCIAL POSITION

L AND RESERVE MOVEMENT OF THE
COMPANY (Continued)
(a) FARANUBKRAR @) (a) Statement of financial position of the Company
(Continued)
izt 2020
Note FET
HK$’000
fEa EQUITY
¢ 911 Capital and reserves
E Share capital 436,900
(G Reserves 45(b) (1,252,461)
(B54%) REx4RER TOTAL (DEFICIENCY)/
EQUITY (815,561)
KEFERXR_ZEZ—FN\A Approved by the Board of Directors on 31 August 2021 and are
Bt THNATEER signed on its behalf by:
"EE
BET B
HAN QINGPING XU JUN
HITEE HITEE
EXECUTIVE DIRECTOR EXECUTIVE DIRECTOR
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45. FATIMBERARRHES 45. STATEMENT OF FINANCIAL POSITION
L M) AND RESERVE MOVEMENT OF THE
COMPANY (cContinued)

(b) TATEEEE (b) Reserve movement of the Company
R fn i fE RS Rt B
Share Special Accumulated
premium reserve losses Total
TET TET TET TET
HK$'000 HK$ 000 HK$ 000 HK$ 000
RZEBE-NF At | January 2019
—H—H 2,732,397 86,971 (2,655,153) 164,215
FABEKREE Loss and total
4858 comprehensive
expense for the year - - (393,334) (393,334)

RZZ—hE At 31 December 2019
+ZA=4+—H and | January 2020

ot Tt 75
—H—H 2,732,397 86,971 (3,048,487) (229,119)
FABEKREE Loss and total
sz 42%8 comprehensive
expense for the year - - (1,023,342) (1,023,342)
R _ETHF At 31 December 2020
+ZA=+—H 2,732,397 86,971 (4,071,829) (1,252,461)
46. fHfR 46. RESERVES
() FKHE (a) Group
rEEREEREHEINGS The amounts of the Group’s reserves and movements therein
BakEMM2ERERKES are presented in the consolidated statement of profit or loss
BEEERET - and other comprehensive income and consolidated statement of
changes in equity.
(b) HEHIRBAE (b) Nature and purpose of reserves
(i) BRHHEE (i)  Share premium
RHASEERBERE Under the Companies Law of the Cayman Islands, the
Rfn m BRI DR T A share premium account is available for distribution to the
NEIREERIIRE R shareholders of the Company, provided that immediately
REEZDIKBE KA following the date on which the dividend is proposed to
BIREMNHEBERBBRE be distributed, the Company is in a position to pay off its
PREEEAEIBANG debts as they fall due in the ordinary course of business of
7o the Company.
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46. #E =

(b) HEEEERBZE 2

(ii)

B

AEBZHRIRERRRA
AR ETRAEBREAR
BIFTEANBARE®
TRAEEZEZBERRE
BAEER—AAEE
NB+—BE&ETEAM
HEMBEESEZRE
| 16,025,00078 7T & B HE 52
REMNEBEE_ZT—1FE
+TZA=+T—HILFER
Bo

(i) EREE

EREEERRENE
MR G EBMEEN
FiT 5 M BB 2 72 B8 o X foh
BEhREEHBERRN
F4(e)(iINFTE B EERE
o

(iv) Rft#fE

HittEH SRR B —
Bl NSRERIRENEOE
BAEFEEN()VEREE
EBNREESUKRBE
HENEZE2EERE
BRER BB DIk T R
ROEEET -
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46. RESERVES (Continued)

(b)

Nature and purpose of reserves (Continued)

(i)

(iii)

(iv)

Special reserve

The special reserve of the Group represents the
difference between the nominal amount of the share
capital issued by the Company and the nominal amount of
the issued share capital of the subsidiaries acquired by the
Company and the aggregate amount of HK$116,025,000
transferred from other reserves pursuant to the Group's
reorganisation on |1 August 1997 and the amount of
dividend recognised and paid for the year ended 3|
December 2015.

Exchange reserve

The exchange reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations. The reserve is dealt with
in accordance with the accounting policies set out in note

4(e)(iii) to the consolidated financial statements.

Other reserves

Included in other reserves are reserve fund of a subsidiary
in the PRC which can be used only to (i) make up prior
years' losses or (i) expand production operations and
reserve fund for future enhancement of safety production
environment and improvement of facilities and is not

available for distribution to shareholders.
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47. AR RERMF

(a)

MEEHZARBER

TRFNFEEREZHZE
REE FRERRENIFRE
2y -MmETPELZER S
HREREBARKBEZRER
REEBFEERERERTS
BEnRELREREZ AR

BE_E_FFf+ A= —HIFE
For the year ended 3| December 2020

47. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

(a)

Reconciliation of liabilities arising from financing

activities

The table below details changes in the Group's liabilities arising
from financing activities, including both cash and non-cash
changes. Liabilities arising from financing activities are those for
which cash flows were, or future cash flows will be, classified in
the Group's consolidated statement of cash flows as cash flows

from financing activities.

Ef3—%
FIBEIR R RM
HAERER a8 HEaR (GtAESR
Rt (MisE41) (Mst42)  EftRERIRR) 3
Amount due
to a non-
Interest controlling
payable shareholder
(included in (included in
trade and Lease trade and
other Borrowings liabilities other
payables) (note 41) (note 42) payables) Total
FHET FET FHET FET FET
HK$000 HK$000 HK$ 000 HK$ 000 HK$ 000
—NE At fanuary 2019
—RA—H - 1,766,720 4,725 - 1,771,445
MEBERERE Financing cash flows (80,541) 18,444 (5917) (797) (68811
FIEMHx Interest expense 80,54 - 319 - 80,860
HETHRL New leases entered - - 7,403 - 7403
EBRRE Dividend declared - - - 797 797
ERER Exchange differences - (31,162) (89) - (31,251
215 At 31 December 2019
‘|‘_ﬁ _‘|‘ H and | January 2020
“E°FE
—ﬁ H - 1,754,002 6,441 - 1,760,443
MERERE Financing cash flows (50,213) 69,604 (6,170) - 13,221
FEEZ Interest expense 89,236 - 308 - 89,544
BREEEM—E  Transfer to amount due
FREIER AT to an intermediate
holding company (7,828) (500,736) - - (508,564)
HEIFA New leases entered - - 3,938 - 3,938
BERKE Dividend declared - - - 950 950
ERESR Exchange differences 1,931 116,724 17 53 118,825
MEAE Deconsolidation of
BUHAR S ABR subsidiaries (33,126) (1,439,594) (1,451) (1,003) (1,475,174)
“27°%g At 31 December 2020
+_ﬂ_+ = - - 3,183 - 3,183
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47. FEBERERME » 47. NOTES TO THE CONSOLIDATED

STATEMENT OF CASH FLOWS (Continved)

(b) MIBAREESE AR (b) Deconsolidation of subsidiaries

AR S B IRARMEE19(a)F
o RBREZZ2E+Z
BZ+NBERZEBEAR
BRIBEETRERE Ut
FERKREHLRBRREE

As referred to in note 19(a) to the consolidated financial
statements, Beijing Energine was under bankruptcy liquidation
effective on 29 December 2020 following the formal
appointment of its liquidator on the same date. The Group,

therefore, lost control over Beijing Energine and its subgroup

EE T ERENES MIRER
TBEEARREER-

REHGEEARBBRZEER

entities which were then deconsolidated from the Group.

Net liabilities at the date of deconsolidation were as follows:

BT :
2020
FET
HK$°000
M HE KRR E Property, plant and equipment 176,812
REMZE Investment properties 137,826
TCREEE Right-of-use assets 1,400
S Goodwill 2,004
REERE 2 #R Interests in associates 6,217
REEtEER Interests in joint ventures 1,006,954
BATESFARMEEKGE 2 Financial assets at FVTOC|
THEE 5,109
e Inventories 7,411
B 5 REMBW T ZE Trade and other receivables, deposits and
RIEAR prepayments 853,454
FEWE & R BN Amounts due from associates 2,667
RI—EEERER Amount due from a joint venture 18,719
BERAEBITER RITERRERESE Pledged bank deposits, bank balances and cash 61,668

B 5 RHEMEMNR
BN —BHEERABMN

Trade and other payables
Amount due to an intermediate holding

(1,288,257)

company (508,564)
MR B—FN=IE Amounts due to associates (28,483)
BNEERER Amounts due to joint ventures (3,095)
BT BN Government grants (27,934)
RIEEH Warranty provision (322,311)
R iRIE Taxation payable (1,801)
&E Borrowings (1,439,594)
HE&RE Lease liabilities (1,451)
ELEMIARR Deferred tax liabilities (19,051)

FEMXBRER (£E) BRAE « 2020F K



e MBHRRMEE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

47. FEBERERME » 47. NOTES TO THE CONSOLIDATED

STATEMENT OF CASH FLOWS (Continved)

(b) MBARRBESEARE) (b) Deconsolidation of subsidiaries (Continued)
2020
F#Er
HK$’000

BB AREERE

Net liabilities deconsolidated

(1,360,300)

JRER M m Non-controlling interests (42,331)
MEASBHAS ARELERN Liabilities arising from deconsolidation of

=RE subsidiaries 1,189,478
R—EBERBA 2 REEGE L Fair value of interest in an associate retained

AFE (24,575)
B ABEUHA S AR @ Gain on deconsolidation of subsidiaries 237,728
RBHRLE Total consideration =
BUBGEE ARELENIRESMEEE | Net cash outflow arising on deconsolidation:
BUBGREARNIBERITEEEY  Cash and cash equivalents, comprising bank

(BERTERKRRES) balances and cash, deconsolidated (61,659)
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48, BESHEKIE
HEEESHBAA

KReHEEAERBEENREDE
WMEEBAT—EEFTIH A
BMoFMAKEREANHBBANK
MATREBREZ BN FM o K
BARERERET EBEYRNE

#iEeo

AZBISE+IAS+—B &%

EEEZREEERERUOT

48. OPERATING LEASE COMMITMENTS

The Group as lessor

Operating leases relate to an investment property owned by the
Group with committed leases for the next one to fifteen years. Al
operating lease contracts contain market review clauses in the vent
that the lessee exercises its options to renew. The lessee does not have

an option to purchase the property at the expiry of the lease period.

As at 31 December 2020, the Group has minimum lease payments

receivable on leases as set out below:

2020 2019

FET FHT

HK$’000 HK$'000

—FR Within one year - 465]
FF In the second year - 465]
= In the third year - 4,651
F M In the fourth year = 4651
FHF In the fifth year - 465]
LFE After five years - 43,799
- 67,054

TREIRKEFEEEZ BT

The following table presents the amounts reported in profit or loss

WZEH . from continuing operations:
2020 2019
FET FHET
HK$’000 HK$'000
KEHEZHERA Lease income on operating leases - -
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49. BRAEALTZRZ B REF

R EMBRERPEMM T RENX
SHERZREHN ER-AEE
RAMBALBTIEARR G KRG

B

()

BRERFHANEREZXS

AERBRR BB EBF&E
EH S HEZERNTEEARE
NzERE ((BFEEERE) £
B7EBEREIEE I K
SEESRE /B A E S
ZPRMBETZBRARABER -
THRAREERBREAREST

HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

49. RELATED PARTY TRANSACTIONS AND
BALANCES

In addition to those related party transactions and balances disclosed
elsewhere in the consolidated financial statements, the Group had the
following significant transactions and balances with its related parties

during the year:

(a) Transactions with government-related entities in the
PRC

The Group operates in an economic environment currently
predominated by entities ultimately controlled, jointly
controlled or significantly influenced by the PRC government
("government-related entities”). In addition, the Group itself
is part of a larger group of companies under CASC which is
controlled by the PRC government. CASC and its group entities
are collectively referred to as CASC Group.
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49. BRAEALTZZ R RER =

(a)

AEHFHENRIEZRXS

=

(i) HBFHBERZXS

(1)

BoE—RE+T
B=+-Bz2%

EOREXNERS
BRMEZKHB
NGRS SR
(EAZFEAN) B
TZMEERGH
725,624,000 7530 A
R #650,000,0007 »
ERERARIER
12 [E TE FH]24.88%
E5.00%5TE B
446,538,000 7T 3k
A R #400,000,00075
(B &AM KA
fRA%m AEER)
52279,086,0007 75 3¢
AR #250,000,00075
DAAR_E - —
FHAER_Z - —
E+_BEE-

FE NAETRRR L4t
Emm A% BB
40,791,0008 7T (ZF
—fL4E 36,385,000
BT ZHM B X
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49. RELATED PARTY TRANSACTIONS AND
BALANCES (Continued)

(a) Transactions with government-related entities in the
PRC (Continued)

(i)

Transactions with CASC Group

(1

Included in borrowings as at 3| December
2019 were two loans advanced from CALT
through CASC's subsidiary, ASTF, as the trustee
totalling HK$725,624,000 or RMB650,000,000
which are unsecured and bear fixed-rate interest
ranging from 4.88% to 5.00% per annum. A loan
of HK$446,538,000 or RMB400,000,000 was
guaranteed by the Company in favour of CALT
and repayable in April 2021 while another loan of
HK$279,086,000 or RMB250,000,000 was repayable
December 2021.

During the year ended 3| December 2020, interest
expense on the above loans charged by CALT to
the Group amounted to HK$40,791,000 (2019:
HK$36,385,000).
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49. BRAEALTZRZ R RER »

() BPEHFENEEZXS

#

(i) HBFHBRERZIE (&

(2)

RZE—-hE+Z
B=+—HZ®EE
BREEMNXAR
MBEESHNER
930,139,000 T 5
AR #833,200,000
ToZRBAEIR
1 R BH kA BT
R REEEFE
4. 10%E451%5t B o
872,089,000 7T 5
AR #781,200,000
THERBAER
BUNEIRA T
mARBERER-
561,745,00058 7580 A
R #503,200,0007% &
368,395,000 7530 A
R #330,000,00075 /Y
ERPRBRE
TERERZIEZ—
FEE-

HE—E-_FF+-A=+—HIFEE
For the year ended 3| December 2020

49. RELATED PARTY TRANSACTIONS AND
BALANCES (Continued)

(a) Transactions with government-related entities in the
PRC (Continued)

(i)  Transactions with CASC Group (Continued)

)

Included in borrowings as at 3| December
2019 were loans from ASTF, amounting to
HK$930,139,000 or RMB833,200,000. The amounts
were unsecured and were guaranteed by CALT,
bearing fixed-rate interest ranging from 4.10%
to 4.51% per annum. Loans of HK$872,089,000
or RMB781,200,000 were counter-guaranteed
by the Company in favour of CALT. Loans
of HK$561,745,000 or RMB503,200,000 and
HK$368,395,000 or RMB330,000,000 were
repayable in 2020 and 2021.
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49. BRAEALTZZ R RER =

(a)

AEHFHENRIEZRXS

=

(i) HBFHBRERZXE (&

)

(#)
BEE_Z_ZF
+-_B=+—HL
FE O MABEH
B L EREE
EEUEL43,901,000
B (ZTE-—LE:
38,613,000 7T) 2
FERX oMb
153,158,0003 75 5,
AR 136,761,000
T(ZE—AF:
375,256,000 753 A
R #328,800,0007T)
470,472,000 7T 8%
AR#421,439,00075
(ZE—h&F .8\
ZERDABEHRK
EB R XE R (fEA
ERAN) EBE-
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49. RELATED PARTY TRANSACTIONS AND
BALANCES (Continued)

(a) Transactions with government-related entities in the
PRC (Continued)

(i)

Transactions with CASC Group (Continued)

()

(Continued)

During the vyear ended 31 December 2020,
interest expense on the above loans charged by
ASTF to the Group amounted to HK$43,901,000
(2019: HK$38,613,000). In addition, loans of
HK$153,158,000 or RMBI136,761,000 (2019:
HK$375,256,000 or RMB328,800,000) and
HK$470,472,000 or RMB421,439,000 (2019:
HK$Nil or RMBNIl) were repaid by the Group and
by CALT, as a guarantor, respectively.
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() BPEHFENEEZXS

(#)

(i) BEMKFEEZXS

Q)

RZE-AE+Z
B=+—HZ®EE
GEH-—HEREBA
BIIEERRER (—

B HEEER) B4
ZE8,931,00058 7T
3 A R #8,000,000
T ZAIEAEIR
HRZIEHFRNE
4.28%st B WWAR
—EEFEF+—H
2HER

RBEZZZZHF
+-_B=+—HL
FE 8,931,000 7T
3 A 2 #8,000,00075
(Z2—N&F . &)

ZERCEETH
BAEZIEERE
R
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For the year ended 3| December 2020

49. RELATED PARTY TRANSACTIONS AND
BALANCES (Continued)

(a) Transactions with government-related entities in the
PRC (Continued)

(i) Transactions with other government entities

(1

Included in borrowings as at 31 December 2019
was loan of HK$8,931,000 or RMB8,000,000
advanced from a non-controlling shareholder of a
subsidiary which is a government-related entity. The
amount was unsecured, bore floating-rate interest
at 4.28% per annum and was repayable in full in
November 2020.

During the year ended 31 December 2020, a
loan of HK$8,931,000 or RMB8,000,000 (2019:
HK$Nil or RMBNIl) was repaid to a non-controlling

shareholder of a subsidiary.
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49. BRAEALTZZ R RER =

(a)

AEHFHENRIEZRXS

(&

(i) HEMKFEREZXS

(&

@

75 B 78 B H I
MHEREEREED
ER-ARBDEER
= A ERRRE
ZEBRERMES &%
FHMNEREREY
BEIUE=F A&
BTAETERR
HEBAEETESR
R EEIXR B
BEHTHMNRZ
ERXGEEBAEHE
it BT AH B 55 AR

TEBFNER.

5N A EE R B
FMHEBEREZR?T
AURERS B
FREEREM—
RIRITRIE > KB D
RTEFEMRRITE
EXBEHNERE
REX 5 e

FEMXBRER (£E) BRAE « 2020F K

49. RELATED PARTY TRANSACTIONS AND
BALANCES (Continued)

(a) Transactions with government-related entities in the
PRC (Continued)

(i) Transactions with other government entities
(Continued)

)

The Group conducts business with other
government-related entities. The directors of the
Company consider those government-related
entities are independent third parties so far as
the Group's business with them are concerned.
The Group also has certain sales and purchases
transactions with certain customers and suppliers
in which the directors are of the opinion that
it is impracticable to ascertain the identity of
the counterparties and accordingly whether the
transactions are with other government-related

entities.

In addition, the Group has entered into various
transactions, including deposits placements,
borrowings and other general banking facilities, with
banks which are government-related entities. A
majority of its bank deposits and bank borrowings

are with government-related entities.
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(b) BEMBAEALZRES

(i)

(ii)

(iii)

(iv)

AR, EABE AT
Mo mESRME3Me

AR I EELRE
Mo mS RS

PRI EEWN— G E R
ENRE (CE—hF:
37,297,000 7T) b &
AZETE+TA
=+ —HNERRETRE
B—BEErENREN
EWERE (CTE—hE:
13,508,0003 7T) ©

FR RERRHEMEE
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49. RELATED PARTY TRANSACTIONS AND
BALANCES (Continued)

(b) Transactions with other related parties

(i)

(i)

(iii)

(iv)

For amounts due from/to associates, please refer to note
34.

For amounts due from/to joint ventures, please refer to

note 35.

In addition to dividend receivable from a joint venture
of HK$NIl (2019: HK$37,297,000), the Group has bills
receivable as at 31 December 2020 of HKNIl (2019:
HK$13,508,000) in relation to the settlement of dividend

receivable from a joint venture.

During the vear, the Group had the following significant

ALTZEARRZUT transactions with its other related parties:
2020 2019
FET TH7T
HK$’000 HK$'000
REREREZ Interest income from joint ventures
MEHBA 3,723 3677
RE—RBE LT  Interest income from an associate
ZH BN 1,288 1,301
m—EaEtx Maintenance service expense paid to
TR ZHEBIRE  ajoint venture
X - 3718
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49. BEBEALTZR S REER ©©  49. RELATED PARTY TRANSACTIONS AND
BALANCES (Continued)

(b) EHMMEALTZRS & (b) Transactions with other related parties (Continued)
vy WZE-ZEE+_H (v) As at 31 December 2020, CALT has given corporate
=+—8> AR guarantees amounting to HK$Nil or RMBNil (2019:
RRH BIRM AT HK$1,205,653,000 or RMBI,080,000,000) to ASTF to
BR(CE-NE =ZH secure the credit facilities granted to the Group.
205,653,000 THA R

#£1,080,000,0007THE1R) KL
FARNERERZEER

=ity

(i) TEEEANSZHH (vi) Compensation of key management personnel
TEBEABERELRR The key management personnel include solely
BRITEERZMNTRSE the executive directors of the Company and the
b 1 NG AT compensation paid to them is disclosed in note |6.
TEBEABZHME The remuneration of key management is determined
MEZEEaRFTEARER by the remuneration committee having regard to the
mBBEETE - performance of individuals and market trends.
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50. SRR 50. EVENTS AFTER THE REPORTING PERIOD
KRB —FMA—H> HRIEET On | April 2021, trading in the shares of the Company on the Stock
¥HE_T_TFE+_A=+—H Exchange has been suspended following the delay in the publication of
EFEZFEFEE ARE RN B its annual results for the year ended 31 December 2020. On 24 May
RBEEFREE-R_E-—F1A 2021, the Company received a resumption guidance (“Resumption
Z+mE AREEE— DB RNE Guidance") letter from the Stock Exchange requesting the Company
ietssl (MEREIES1)) Rt EBXRAR to:

3

() FELTRAUFAENMERT (i) publish all outstanding financial results required under the Listing
BUHES WEREFREZE Rules and address any audit modifications;
EI

(i) HHEARBAEETLTHRAUSE (i)  demonstrate the Company's compliance with Rule 13.24 of the
13.241% ; & Listing Rules; and

(i) MBBSHAEEZER MUH (iiiy  inform the market of all material information for the Company's
EABIRREKEET AR shareholders and investors to appraise the Company's position.
BIRYAR I ©

ARBEEM T BEES RE2ERBT The Company has taken following appropriate steps to fully comply

BrREESI R LHRASHIARE with the Resumption Guidance and the Listing Rules to the Stock

DEBARBRNZEE Exchange’s satisfaction in order to have trading in the Company's

shares resumed.
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50. SRERAEEIE

ARBERZFREMBREMLE
HBEFIRE S _SHEEEXE &
FE-EAEBRASNUSEEE
REXB WETUARAIFHEU
REREBRSELNE (FERARSE
MEBEHLE) BRI AM
BINIEEERRE TRRFHRARE
o RZSREMBRELELR
WESTUBBNRAIB M LI
ARBEEETRMANFREMENR
RED WEERANARNABEEX
RERRG , SHERRSETNS
5 RBRERERIRAZR 5%KE
FREFERD BEXSHEEVH
WAL B B A2 B) IE o) B 32 PR R
FMERNEEZ A

HESh > BRMFEE49 () (DN IR B Z—
F—BEMBBRE AXEREE

ERETLER446,538,0008 TH AR
#400,000,0007T (B ZZZ—F M
BEE) RAMANEMBEEZR
1R B 368,395,000 T A R
330,000,0007T (BRZEZ—FEE)
HEBYN RENBBER ANFRE
KRERE EAZEERNERAL
RIERAN) LBBITEERET UE
BENBMRFAEE5889,341,000%

g °

BEdEN BB _TE+_H
St+t—HUR ERBEEMBEH
AEHAEBRRMBFEENLE
MHREEIMBERRELEATEN
FEYER
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50. EVENTS AFTER THE REPORTING PERIOD

(Continued)

The Company has published its 2020 annual results on the date
of approval of these consolidated financial statements. The Board
has been making upmost effort to improve the Group's operating
performance and has entered into intentional cooperation agreements
to secure the business opportunities in relation to the development
of Operation of Wind Farm segment, the principal business activity
retained by the Group. However, as certain pre-conditions for the
implementation of the projects are vet to be fulfilled, as at the date
of approval of these consolidated financial statements, no binding
agreement has been entered into. Furthermore, the Company has
been granted for a grace period of amount due to CALT and has
obtained the letter of intent for liquidity support from CALT; looking
for business opportunities in expanding the wind farm operations; and
conditionally acquire 5% equity interest of Longyuan Benxi for the
controlling interest. Up to the date of approval of these consolidated
financial statements, the resumption of trading of the Company's

shares is under approval from the Stock Exchange.

In addition, further to note 49(a)(i), the guaranteed entrusted loan of
HK$446,538,000 or RMB400,000,000 borrowed from CALT repayable
in April 2021 and the counter-guaranteed loans of HK$368,395,000
or RMB330,000,000 borrowed from ASTF repayable in 2021 were
defaulted between January and April 2021. After the default dates,
the Company, as a guarantor or counter-guarantor of these loans, was
requested by CALT to immediately fulfill its guarantee obligation to
repay the defaulted loans and interest totalling HK$889,341,000.

Save as the above, no other matter or circumstance has arisen since 31
December 2020 that has significantly affected, or may significantly affect
the Group's operations, the financial performance, or the Group's

financial position in future financial years.
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Year ended 31 December

2016 2017 2018 2019 2020
TERT TET FTET TERT FERT
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HKS$’000
(RE5)
(re-presented)
(Hz) (H#2)
(Note) (Note)
GREEERN Continuing operations
X Turnover 2415211 263414 59,116 25,972 26,151
Brigal AR (5518) Profit (loss) before
taxation 94,131 (228252) (1,233,464) (42,769) (346,805)
RiE Taxation (12,367) (5,165) (580) (1,265) (1,616)
AEERBFE Profit (loss) for the
RExHy year from continuing
aA (518) operations 81,764 (233417) (1,234,044) (44,034) (348,421)
AEEREERL Loss for the year from
MEEH BB discontinued operations (2,440) (14,531 (96,102) (1011,445) (875,044)
REEHER (B518)  Profit (loss) for the year 79,324 (247,948) (1330,146) (1055479)  (1,223,465)

Mt BERMRSEBNES ERHEL Note: Included results of wind turbine manufacture operations whereby its operations
EEBR_ZS_SFENEARAER were classified as discontinued operations in 2020. The results of 2019 have been
HREEH  —E—NENXEBEDE re-presented to conform to the presentation of 2020.

R T T REZ 2HFH—Ke

®+=B=+-H

At 31 December
2016 2017 2018 2019 2020
TERT TER TER TERT T
HK$000 HK$000 HK$ 000 HK$'000 HK$’000

HERAMR ASSETS AND
LIABILITIES

BEMBE Total assets 6,322,715 5,845,669 4274430 3,131,967 254,607

BEEE Total liabilities (4,112,552) (3,744791) (3.571,273) (3/482,754) (1,976,615)

BEZE BEFE  Netassets (abilities) 2,210,163 2,100,878 703,157 (350,787)  (1,722,008)

Annual Report 2020  China Energine International (Holdings) Limited
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(TR —ERFREAFAG]
2021 AGM”

TE])
“Annual Report”

=18

“Articles”
[ Astrotech |
"Astrotech”
e3¢l
“Auditor”

EZEEE)
“Audit Committee”

B9
"Board”

PNl

“CALT"

Mg,
“CASC”

FEMXBRER (£E) BRAE « 2020F K

ARBRR-EZ-FAA=+H (BN BTHNRREAERE
the annual general meeting of the Company to be held on Thursday, 30
September 2021

ARABBE_T_EE+_A=T+—HLEFENFERS
the annual report of the Company for the year ended 31 December 2020

FATEBER R

the articles of association of the Company as amended from time to time

Astrotech Group Limited’ RN EBHE R RA S MAIINBER AR 2K
At BB AT
Astrotech Group Limited, a company incorporated in the British Virgin Islands

with limited liability and a wholly-owned subsidiary of CALT

T UNSIPIN: 2 Gk e S = et
the external auditor of the Company, RSM Hong Kong

EXgERZEE

the Audit Committee of the Board

ARBEEE
the board of director(s) of the Company

PEVES N AR RPBRIINAE HAABSREERRKR
PEMANERARS L EHR

Fh B 48 & N BT R T B 22 B (China Academy of Launch Vehicle Technology),
a company established in the PRC which is wholly-owned by 1 B fifi K&} 57 &
B A B (China Aerospace Science and Technology Corporation), the ultimate

controlling shareholder of the Company

FEARHRERERAT  RPERINAFRLAER B &AERRR
PRI AR EBERA B (China Aerospace Science and Technology
Corporation), a company established in the PRC and the ultimate controlling

Shareholder of the Company



/NI

“Company”

EN=ib

“Companies Law"

MbxERTa
"CG Code”

TR

“China” or “PRC"

g%
"Director(s)”

TESGHR &
“ESG Report”

IRER ) oM F M)

"Group”, or “we" or "us”

BTl
g

r&#)
"Hong Kong"

A%
GLOSSARY

China Energine International (Holdings) Limited (Bl K & RE L (&)
BRAGY RASHESEMMUNERAR  HEFRBAERLS
(B AR X5% - 01185)

China Energine International (Holdings) Limited, a company incorporated in
the Cayman Islands with limited liability, the securities of which are listed on
the Main Board of the Stock Exchange (Stock Code: 01185)

RERERRZEENE (—AR—FEEH) EEEREN (ERE
Bl BRI UEM B TUEDN)

The Companies Law (Chapter 22 (Law 3 of 1961, as consolidated and
revised)) of the Cayman Islands as amended, supplemented or otherwise

modified from time to time

LHRBIM B+ E SR E R T

Corporate Governance Code set out in Appendix |4 of the Listing Rules

TEARHANE ERAFERME  FAEEEE - PEARLME R
BATHERE Y

the People’s Republic of China, excluding, for the purpose of this annual report
only, Hong Kong, the Macau Special Administrative Region of the People's
Republic of China and Taiwan

ERBES
director(s) of the Company

ARBERE HERERRS

the environmental, social and governance report of the Company

KRB RENBAE

the Company and its subsidiaries

BREEERAET

Hong Kong dollars, the lawful currency of Hong Kong

FEARAMEEEFHTHE
the Hong Kong Special Administrative Region of the People's Republic of
China

Annual Report 2020  China Energine International (Holdings) Limited
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FEmARAL
“Listing Rules”

R SRAl
“Model Code"

EXE TN T

“Nomination Committee”

FZEEE)

“Remuneration Committee”

Eoe=pil
“Reporting Period”

TAR®)
“"RMB"” or “Renminbi”

rs8 75 RS R Bl
“SFO”

il
“Share(s)"

TRER
“Shareholder(s)"

TE 22 FA )
“Stock Exchange”

*EHEE

* for identification purpose only

FEMXBRER (£E) BRAE « 2020F K

BEBMARGMERABESF LHRA
the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited

EHRAM TS EHETAEFTETESFRZHRETR
Model Code for Securities Transactions by Directors of Listed Issuers set out

in Appendix 10 of the Listing Rules

EEgRLEAT

the Nomination Committee of the Board

EXEHINEES

the Remuneration Committee of the Board

HE_T_ZTHEF_B=+—HLEFE
the year ended 31 December 2020

REEES S
the lawful currency of the PRC

BBEOES7TIEEFRIBERG (ERFET BRI UEMS IE
£%)
the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong

Kong), as amended, supplemented or otherwise modified from time to time

AABRAPEREEI0BTHRS
share(s) of HK$0.10 each in the share capital of the Company

ROFEA
the holder(s) of Shares

BEBRMERZMEBERAR
The Stock Exchange of Hong Kong Limited
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From Engine to New Energy

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
TEMXBFER(EE)BRAT

Tel &3 1 (852) 2586 1185
Fax E : (852) 2531 0088
Email EBE  : energine@energine.hk

Website 4841k : http:/Awww.energine.hk

Unit 2301, 23rd Floor, Office Tower, Convention Plaza,
1 Harbour Road, Wan Chai, Hong Kong
EREBFEZEINERESGHIAKIE231E2301E
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