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Our Purpose
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ENN Energy is a leading clean energy distributor and solutions provider in China, focusing

on satisfying the needs of our customers through technological innovation and digitalisation.
Our goal is to help our customers transit to a safe, convenient, and low-carbon future, and
create sustainable return for our shareholders.

Key Performance Highlights

Growing business

Je.

235

No. of City Gas Project
2019: 217

Decarbonisation

performance
7

42.11

million tons
Helped Society & Clients
Reduce Carbon
Emissions
2019: 35.11 million tons

29,569

million m3
Natural Gas Sales Volume
2019: 26,963 million m?3

7,092

tce./bil m3
Carbon Intensity
2019: 9,751 tce./bil m?

Leverage digitisation &
technology to grow

%

rs 181

million
Investment in
Smart Operations

119

No. of IE Project
2019: 98

30

Proportion of
Integrated Energy Projects
Utilising Renewable Energy

2019: 28%

ﬂ
e

94,

Proportion of Construction
Projects with Digitalised
Management

Enhance operational
performance

Safety Performance

1.27

Occupational Injury
Case/Mil Hrs
2019: 1.04

1 case

Fatalities
2019: 1 case

94.1+

Customer
Satisfaction Rate

2019: 93.0%

12,042

million kWh
Integrated Energy Sold
2019: 6,847 million kWh

17

No. of Project
Companies Obtained
IS0 14001 & IS0 45001

2019: 6

90+

Proportion of Gas
Purchased Online

0

Environmental
Regulatory
Non-compliance Cases




ENN ENERGY HOLDINGS LIMITED ANNUAL REPORT 2020 L] 5 [

Large
Industrial =

I

Small-mid Industrial Residential

and Commercial
= iR

e Stable natural gas supply
e |ow-carbon services & solutions
e Energy system optimisation

Key indices

>
M [

Hang Seng ESG50 Index

Hang Seng Corporate Sustainability
Benchmark Index

e Stable natural gas supply e Stable natural gas supply

e Facilities operation and e (Clean heating
maintenance e Smart home solutions and

e Convenient customer services in-home services

Key ratings

Sustainability

%
A BBB

Hang Seng MSCI ESG Rating
Corporate
Sustainability Index

Financial
Hang Seng China Enterprises Index BBB Baaz BBB
Hang Seng Composite Large Cap Index Standard & Poor’s Moody’s Fitch
MSCI China Large Cap Index
Awards & Rankings égv\%
y L Y
‘Q‘-\):d-g
S&P Global Platts 2020 Forbes Global 2000
Global Energy Awards World’s Largest Public Companies 2020
Award of Excellence: Downstream Ranked 996
Wi/
Institutional Investor 2020 ;
GUBBAL ENERGTAAROS All-Asia Executive Team Ranking Forptgr"tf..magﬁﬁg%ggzo

Most Honored Company

Best IR Program (Power Sector) Ranked 148
IR Magazine Brand Finance 2020
Award winner Greater China Awards 2020 World’s 50 Most Valuable Public Utilities
rester China 2020 Best Investor Event Ranked 24

magazine

The Asset

Triple A Sustainable Capital Markets Regional Awards 2020

Best Green Bond (Renewable Energy/Transition Energy)
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Delivering Value to Shareholders

Dividend e

(2011-2020)

@ Dividend per share
Special dividend

(HK$)
3.00

2.50

2.00

1.00

0.50

0.00

2011 2012 2014 2015 2016 2017 2018 2019

Dividend Payments

The Company distributes dividends to our shareholders annually, with the aim of sharing the Company’s profit

and ensuring a sound financial position of the Company which is sufficient to support our business growth. The
Board takes into consideration various factors, including but not limited to the Group’s business condition, industry
development trend, investment opportunity, as well as providing stable and reliable dividend return to shareholders.
The Company started to distribute dividends since 2004, our dividend amounts have been steadily increased over
the years most of the time.
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10-year Share Price Performance (1 Jan 2011 — 31 Dec 2020)
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Share price performance in 2020

Highest closing price Average closing price Total returns*
30 December 2020

HK$115.00 HK$90.42 36.5%

Movement for 2020

33.6%

HK$85.15 (31 December 2019)
HK$113.80 (31 December 2020)

*Total return = (share price change + annual dividend payments)/base price (31 December 2019)
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OUR BUSINESS Xinjiang
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3
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27
1
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6 City Gas Projects

Region

Il Hutubi

Hebei

33

19,675
3,561

14
2,866,205
Henan

16

11,414
2,424

14
1,503,508
Jiangxi

4

1,240

27

92,811

Yunnan

3

268

76
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Jiangsu

20
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5
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Beijing Municipality

1
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OPERATIONAL & FINANCIAL
HIGHLIGHTS

As at December 31

v
2020 Increase/(Decrease)

Key operational data*

Number of city-gas projects in China 235 217 18
Connectable urban population coverage (thousand) 112,331 103,880 8.1%
New natural gas customers developed during the year:
- residential households (thousand) 2,293 2,397 (4.3%)
— C/I customers (sites) 28,367 27,656 2.6%
— installed designed daily capacity for C/I customers
(thousand m3) 17,078 18,156 (5.9%)
Accumulated number of customers:
— residential households (thousand) 23,213 20,920 11.0%
— C/I customers (sites) 177,128 148,761 19.1%
— installed designed daily capacity for C/I customers
(thousand m?3) 141,787 124,709 13.7%
Piped gas penetration rate 62.0% 60.4% 1.6 ppt
Retail gas sales volume (million m3) 21,953 19,924 10.2%
Wholesale of gas volume (million m?) 7,616 7,039 8.2%
Combined daily capacity of natural gas processing stations
(thousand m?) 155,264 147,802 5.0%
Total length of existing intermediate and main pipelines (km) 63,096 54,344 16.1%
Accumulated number of integrated energy projects in operation 119 98 21
Integrated energy projects under construction 24 22 2
Sales volume of integrated energy (million kWh) 12,042 6,847 75.9%
Retail Gas Sales Volume Breakdown Accumulated Number of Accumulated Installed Designed
Connected Residential Daily Capacity for Commercial/
Households Industrial Customers
(thousand) (thousand m3)

20,920 124,709
18,523 106,553
16,221 I 87,901 I

@ Industrial © Commercial @ Vehicle () Residential

* The Group’s operational data included the data of its subsidiaries, joint ventures and associates.
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Increase/

2020 2019 (Decrease)

For the year (in RMB million)

Revenue

Retail gas sales business 40,510 40,049 1.2%
Integrated energy business 5,042 2,749 83.4%
Wholesale of gas 17,936 18,465 (2.9%)
Construction & installation 6,444 6,932 (7.0%)
Value added business 1,685 1,988 (15.2%)
Total 71,617 70,183 2.0%

Gross profit

Retail gas sales business 6,491 5671 14.5%
Integrated energy business 903 473 90.9%
Wholesale of gas 362 166 118.1%
Construction & installation 3,264 3,719 (12.2%)
Value added business 1,312 1,236 6.1%
Total gross profit 12,332 11,265 9.5%
Core profit * 6,237 5,278 18.2%
Free cash flow 2 3,016 2,694 12.0%
At 31 December (in RMB million)

Total assets 90,043 81,245 10.8%
Total borrowings 19,684 19,145 2.8%

Per share (in HK$)

Earnings per share 5.59 5.05 10.7%
Dividend per share 3 2.42 1.67 44.9%
Return on equity * 20.5% 21.9% (1.4 ppt)
Net gearing ratio ® 30.6% 37.9% (7.3 ppt)
Notes:

1 Core profit = Profit attributable to owners of the Company — Other gains and losses
(excluding net settlement amount realised from commodity derivative contracts) and
amortisation of share option expenses

2 Free cash flow = Cash flow from operating activities — Capital expenditure — Financing
cost + Dividend income

3 Dividend declared in 2020 included final dividend of HK$2.10 per share and special
dividend of HK$0.32 per share

4 Return on equity = Profit for the year attributable to owners of the Company/Equity
attributable to owners of the Company

5 Net gearing ratio = Net debts/Total equity x 100%

Revenue Breakdown
by Segment

@ Retail gas sales business
. Integrated energy business
@ Wholesale of gas

@ Construction & installation
() Value added business

Revenue Breakdown by Customer
(including subsidiaries, joint ventures and associates)

Connection and
Installation

21.1%

() Residential households
@ Commercial/Industrial customers

Sales of Gas

) Commercial/lndustrial customers
@ Residential households

. Wholesale of gas

. Vehicles gas refuelling stations
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COMPARISON OF
TEN-YEAR RESULTS

Highlights (Group)*

Number of connected households (thousand) 23,213 20,920 18,523 16,221
Installed designed daily capacity for

commercial/industrial customers (thousand m?3) 141,787 124,709 106,553 87,901
Units of piped gas sold
Residential households* (thousand m?) 4,197,249 3,806,381 2,889,578 2,153,314
Commercial/industrial customers (thousand m3) 16,882,284 14,879,404 13,228,550 10,934,583
Gas sold to vehicles gas refuelling stations (thousand m?) 909,712 1,276,484 1,293,930 1,447,063
Wholesale of gas sales volume (thousand m3) 71,616,141 7,038,805 5,958,069 5,140,957
Length of existing pipelines™ (km) 63,096 54,344 46,397 39,146
Daily capacity of existing natural gas processing

stations (thousand m?3) 155,264 147,802 123,640 104,370

Revenue & Profit (RMB million)

Revenue 71,617 70,183 60,698 48,269
Profit before tax 9,558 8,841 5,601 5,190
Income tax expense (2,227) (1,980) (1,783) (1,517)
Profit for the year 7,331 6,861 3,818 3,673
Profit for the year attributable to non-controlling interests (1,053) (1,191) (1,000) (871)
Profit for the year attributable to owners of the Company 6,278 5,670 2,818 2,802
Dividends 2,302 1,719 1,176 952

Assets & Liabilities (RMB million)

Non-current assets (excluding interests in associates and

joint ventures) 58,715 54 581 45,706 36,155
Interests in associates 3,619 3,308 3,049 1,505
Interests in joint ventures 4,141 3,841 3,620 3,929
Current assets 23,568 19,515 21,539 17,626
Current liabilities (33,233) (31,288) (33,017) (25,605)
Non-current liabilities (20,638) (18,937) (15,343) (13,393)
Net assets 36,172 31,020 25,5654 20,217

Capital & Reserves (RMB million)

Share capital 117 116 116 112
Reserves 30,444 25,752 21,269 16,840
Equity attributable to owners of the Company 30,561 25,868 21,385 16,952
Non-controlling interests 5,611 5,152 4,169 3,265

36,172 31,020 25,554 20,217
Earnings per share — basic (RMB) 5.59 5.05 2.56 2.59

(1) Length of existing pipelines consists of intermediate pipelines and main pipelines.
* The Group’s operational data included the data of its subsidiaries, joint ventures and associates.

W Residential gas sales volume includes household users and social welfare institutions since 2019.
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14,147 12,326 10,605 9,275 7,785 6,815
71,182 58,608 50,243 41,864 33,423 25,767
1,821,136 1,490,416 1,225,825 1,030,054 930,290 824,276
7,966,280 7,001,499 6,676,785 5,538,164 4,345,314 3,591,898
1,561,737 1,588,928 1,441,323 1,186,697 935,926 696,442
3,036,778 1,231,521 804,160 370,019 248,536 260,928
32,921 29,936 27,065 23,907 21,312 18,854
84,910 80,198 73,617 58,088 46,176 32,003

34,103 32,063 29,087 22,966 18,027 15,068
4,195 4,027 4,747 2,760 2,852 2,327
(1,307) (1,306) (1,127) (960) (859) (660)
2,888 2,721 3,620 1,800 1,993 1,667

(737) (685) (652) (548) (511) (414)
2,151 2,036 2,968 1,252 1,482 1,253
775 705 709 414 362 315

32,487 30,328 23,715 21,006 18,137 15,517
1,350 1,024 882 804 798 694
3,704 3,810 3,436 2,998 2,271 1,733
13,840 11,857 15,002 11,097 9,687 8,944
(18,341) (19,408) (13,540) (10,869) (11,614) (9,520)
(15,186) (11,516) (14,954) (13,144) (8,609) (8,528)
17,854 16,095 14,541 11,892 10,670 8,840

112 113 113 113 113 110
14,854 13,355 11,985 9,430 8,540 6,936
14,966 13,468 12,098 9,543 8,653 7,046

2,888 2,627 2,443 2,349 2,017 1,794
17,854 16,095 14,541 11,892 10,670 8,840

1.99 1.88 2.74 1.16 1.39 1.19
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CHAIRMAN'S
STATEMENT

“China will strive to achieve carbon peak
in 2030 and carbon neutrality in 2060.
We will proactively plan ahead with an
aim to providing customers with more
diversified low-carbon energy solutions,
and assist our customers and the country
along their decarbonisation journey,
and strive to achieve net zero carbon
emissions by the Group by 2050.”

Wang Yusuo
Chairman

Dear Shareholders,

The global outbreak of COVID-19 in

2020 disrupted economic activities and
caused recessions in various countries.
Nevertheless, China’s economic activities,
especially industrial production, have
been resumed in an orderly manner

since the second quarter of the year with
its effective pandemic prevention and
control measures. Together with a series
of economic stimulus and tax preference
policies introduced by the Chinese
government, China recorded a 2.3%
growth in annual GDP and became the only
major economy in the world with positive
growth. Meanwhile, Chinese government’s
commitment to minimise environmental
pollution persisted. China’s President

stated at the General Assembly of the
United Nations that China would strive to
achieve carbon neutrality by 2060. Local
governments promoted policies on energy
structure optimisation, energy conservation
and emission reduction, as well as
increasing the use of clean energy. All of
the above policies will drive the sustainable
growth of the Group’s natural gas sales and
integrated energy business.

During the year, the Group made
considerable efforts in pandemic prevention
and control to ensure the safety of gas
supply and services. At the same time, the
Group continued to seize opportunities
arising from China’s determination to
promote environmental protection and
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the acceleration of national energy reform
progress, leveraged on its customer-
oriented strategy to develop business.

As such, the Group accomplished all
operational and financial guidance, and
achieved remarkable results in 2020.

For the year ended 31 December 2020,
the Group’s revenue increased 2.0% to
RMB71,617 million. During the year, profit
attributable to the owners of the Company
recorded RMB®6,278 million, increased

by 10.7% year-on-year. Stripping out the
impact of non-operating activities arising
from acquisitions and disposals, changes
in fair value, provisions and exchanges,
and amortisation of share option expenses
of RMB41 million, core profit driven by
operating activities increased by 18.2%

to RMB6,237 miillion. Basic earnings per
share was RMB5.59, increased by 10.7%
year-on-year. During the year, the Group
recorded operating cash flow of RMB9,696
million, and positive free cash flow of
RMB3,016 million.

The outstanding performance reflected

the Group’s strategy which commits to
providing customers with reliable, safe

and clean energy-related solutions, and
creates value for shareholders by driving
growth through prudent investment was
effective. 2021 marks the 20th anniversary
of the Group’s IPO. In appreciation of the
long-term support of our shareholders, the
Board recommended a special dividend

of HK$0.32 per ordinary share (equivalent
to approximately RMBO0.27 per ordinary
share) and a final dividend of HK$2.10 per
ordinary share (equivalent to approximately

ANNUAL REPORT 2020

Integrated Energy Sold

o3
12,042

million KWh

RMB1.77 per ordinary share) to the
shareholders on the register of members
on 18 May 2021. The total dividend
recommended was HK$2.42 per ordinary
share, representing a large increase of
44.9% year-on-year.

The overall demand for natural gas in China
maintained a steady growth. According to
the data of the National Development and
Reform Commission, China’s natural gas
consumption in 2020 reached 324 billion
cubic meters, a year-on-year increase

of 5.6%. The Group took advantage of

its own long-term LNG import contracts
and the right of accessing to controlling
shareholder’'s Zhoushan terminal,

and The National Oil & Gas Pipeline
Network Group Co. (PipeChina) gradually
liberated the use of upstream natural gas
infrastructure, the Group increased the
import of low-cost LNG from global sources
and domestic unconventional natural gas
resources during the year, which greatly
reduced the Group’s gas procurement
costs and increased the competitiveness
of natural gas. In addition, the Group

has superior geographical coverage in
economically well-developed coastal

areas, and a quality customer structure
dominated by industrial customers, thus,
the impact brought about by the pandemic
was lessened. The Group’s retail gas sales
volume increased by 10.2% to 21,953
million cubic meters throughout the year
and continued to outperform the national
level.

Integrated Energy Solutions Reduced
Emissions for Customers

4,444 264

ton

China vigorously promoted energy system
transformation, energy conservation and
emission reduction, and accelerated energy
reform progress, creating tremendous
opportunities for the integrated energy
business of the Group. With a total of 21
integrated energy projects being put into
operation during the year and the utilisation
rate of existing projects gradually improved,
sales of integrated energy including cooling,
heating, electricity and steam increased
significantly by 75.9% to 12,042 million
kWh. As quality projects gradually ramp up,
they will provide new momentum for the
Group’s future growth. Meanwhile, we also
engaged in the operation and maintenance
of energy facilities, demand-side energy
conservation and other services to help
customers reduce costs and improve
efficiency. The integrated energy solutions
we provided optimise the use of energy
along the value chain, and were adaptive
to local conditions. Currently, 30% of the
integrated energy projects operated by the
Group utilised renewable energy, which

not only brought sustainable profits to

the Group, but also successfully reduced
customers’ energy consumption by more
than 1,476,085 tons of standard coal

and 4,444,264 tons of carbon dioxide
emissions, making great contributions to
regional energy conservation and emission
reduction.

A number of small and medium-sized gas
companies with single business model
have been under mounting pressure in
recent years due to the regulation on gas
distribution returns, direct gas supply
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as well as the rising procurement prices
and financing costs. The Group seized

the opportunity arising from industry
consolidation, continued to acquire new
operating rights through strategic M&A and
participation in local government tenders to
further expand the distribution network and
customer base of city-gas business. During
the year, the Group acquired exclusive
operating rights of 20 city-gas projects,
mainly located in prosperous regions

with huge gas demand and diversified

gas sources, such as Zhejiang Province,
Jiangsu Province and Shandong Province,
and are expected to drive additional gas
sales volume of more than 2,800 million
cubic meters in the next three years. By
the end of 2020, we operated 235 city-
gas projects in 20 provinces, cities and
autonomous regions in China.

Our customer base has expanded rapidly
with the increasing penetration rate.

As present, we have served more than
177,128 C/I customers and 23.21 million
residential customers, representing a
huge business potential to provide value
added services. Therefore, we also strived
to improve the overall profitability and

customer loyalty by enriching value added
services based on customer demand,
strengthening staff training to improve
marketing performance, building an
ecosystem around employees, business
partners and customers, as well as rapidly
developing a wide range of value added
services through digital means. In 2020,
our employees were committed to provide
residential and C/I customers with various
value added services, including 360°
kitchen products, heating products, security
products and other derivative products
and services, with a view to providing
customers with tailored services for different
scenarios and becoming their one-stop
living services steward. During the first half
of the year, despite a reduction in face-
to-face communications with customers
due to COVID-19, the Group managed

to expand online user base leveraging
mobile APPs, online service platforms and
various social media, successfully paving
the way for the rapid development of

value added business in future. Affected
by the COVID-19 epidemic, the Group’s
value added business revenue recorded
RMB1,685 million, down by 15.2%. The
penetration rate of value added services
among the Group’s existing customer base
was only 7%, and among its new customer
base was only 20%, reflecting its huge
growth potential.
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ENN Energy is committed to integrating
digitalisation and Internet technology to
provide safe, stable and clean energy
solutions to customers. The Group invested
a total of RMB181 million during the

year to improve its digital and intelligent
management, and created digitalised

tools to enhance customer service and
experience. In terms of operation safety, the
Group has completed intelligent distribution
planning with “Internet of Things (“loT”)
technology, online simulation technology
and automation technology” and gradually
established an integrated distribution

and control platform featuring “all-round
detection, comprehensive prediction,
integrated control and self-adaptive
optimisation” to provide customers with
gas transmission and storage services.
During the year, the Group also set up a
digital monitoring system to ensure healthy
operation of metering equipment at field
stations and formulate maintenance,
repair and calibration plans in a targeted
manner, which greatly improved metering
accuracy and reduced maintenance costs
for metering equipment. For construction,
the Group launched engineering digital
products incorporating loT technology

and artificial intelligence (“Al”) algorithms
to improve its quality and safety. During
the year, the Group completed the
development of 13 digital products,
including loT equipment, smart helmets,
construction safety, completion data and
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Digitalised product launch ceremony of Smart Energy Consumption Management System and Serlink 1.0

personnel tags, and applied them online in
86 member companies. During the year,
94% of the 33,000 construction projects
adopted visualisation management tools,
construction quality improved significantly.

The Group focused on customer needs
and extended digital products from supply
side to consumption side. During the year,
the Group completed product launches
for customers in the areas of billing, bill
optimisation, micro-gas turbine application
and thermal facility operation, which
improved the development capability of
frontline staff. The Group also integrated
Al, automated robots and graphic number
recognition technologies into customer
service and call centres to improve

work efficiency and reduce operating
costs. During the pandemic, the Group
promoted the online self-service meter
reading function, which enabled users

to perform self-service meter reading,
online payment, bill enquiry and electronic
invoicing online. The Group also broadened
its online payment channels to realise
online payment by NFC card APP, with the
overall percentage of online gas purchase
exceeding 50% in 2020. Customers can
also open accounts online via the Internet
platform without having to go to service
hall, thus enhancing user experience. The
increase in the Group’s online customers
not only saved labour and phone costs,
but also promoted the development of its
extended business.

Technology is the core competitiveness of
an enterprise, and innovation is the power
of sustainable development. In 2020, we
improved our technological innovation
mechanism, inspired our employees to be
innovative through various measures. From
incubating innovative ideas, launching new
technological protects, to promoting and
adopting their successful technological
innovations, employees were able to provide
customers with innovative products and
services, and create value for the Group.

During the year, ENN Energy’s member
companies carried out technological
innovations in various scenarios including
safety, operation, engineering and customer
service based on their own business

pain points and needs, and reported 236
innovation projects, covering intelligent
monitoring and predictive maintenance

of equipment, cathodic protection of
stations and pipeline networks, non-stop
transmission of pipeline networks, real-time
online monitoring and anti-intrusion system
at construction sites, gas energy metering,
as well as process optimisation and energy
efficiency improvement of integrated energy
business. By aggregating resources in the
internal and external ecosystems, the Group
integrated industrial technology and digital
technology to foster an environment and
culture of technological innovation, and
completed 80 technological innovation
projects and initiated 84 patent applications
during the year.
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We focused on energy use of industrial
processes such as glass kilns, automotive
painting, furniture drying, thermal heating
and pharmaceutical manufacturing, and
extended our technological innovation to
our customers. During the year, we started
the constructions of 8 demonstration
projects for the optimisation of energy

use in industrial processes. The projects
aimed at improving efficiency of customers’
energy supply systems and equipment, and
reducing energy consumption while saving
costs for customers through solutions such
as cascade utilisation of energy, recycling
of waste energy, improving quality and
efficiency of steam. As the projects become
operational and results being proved,
respective technological innovations will

be applied to more customers to achieve
energy conservation and emission reduction
as well as create values for customers.

After years of implementing operational
excellence, ENN Energy has accumulated
more than 3,800 active participants,

of whom more than 80% are frontline
employees, received more than 1,500
effective suggestions, formulated 193
effective and promotable cases, and, most
importantly, created a corporate culture of
group-wide participation, active contribution
and encouragement of innovation and
value creation. In 2020, the Group issued
four measures, namely Safeguarding
Measures for Excellent Operation Fund,
Value Creation Sharing Measures, Expert
Empowerment Measures and Resource
Trading Measures on the basis of the
original systems, and shifted our focus
from an encouragement-and-guidance
model to a reward-and-punishment
model. During the year, a total of 434
projects were carried out in the areas

of customer service efficiency, pipeline
network operation, reduction in energy
consumption and technological innovation,
which contributed an annualised revenue
of RMB150 million, refined and improved

the Group’s management and greatly
reduced costs. In the face of the pandemic
during the year, the Group encouraged its
employees to work online and reduce non-
essential travelling, creating a corporate
culture of frugality at all levels. During

the year, each employee of the Group

has generated an average gross profit of
RMB344,662, representing an increase

of 9.3% year-on-year while administrative
and selling expenses only accounted for
5.8% of revenue. We will continue to reduce
costs, improve efficiency and promote
technological innovation to improve our
operations and create more value for the
Group.

Enhancing ESG management

The Group attaches great importance to
environmental, social and governance
(ESG) management and has completed
incorporating ESG metrics including

safety operations, corporate governance,
environmental protection and social
responsibility as the KPIs of management’s
remuneration. In order to comply with
TCFD'’s standards on climate change
disclosure, the Group has set up dedicated
working groups focusing on climate
change strategy, emission reduction
metrics identification and development,
biodiversity policy formulation. The working
groups also conducted climate change
scenarios analysis and plan to quantify
related risks so as to accelerate the setting
of the Group’s energy conservation and
emission reduction targets. Meanwhile,
the Group organised ESG online training
for employees, and incorporated ESG
training attendance and examination as
part of the criteria in employees’ value
assessment to cultivate and strengthen

the awareness of sustainable development
among employees. Thanks to the concerted
effort of our employees and effective
management, total greenhouse gas
emissions of the Group reduced by 20.2%
year-on-year.

During the year, the Group and its 11
member companies obtained 1ISO14001
and ISO45001 international certifications,
indicating that we have reached
international standards in occupational
health and safety and environmental
management. We will encourage more
member companies to obtain such
international certifications, ensuring ENN'’s
culture of excellent occupational health and
safety, as well as environmental protection
can be inherited. We also continued to
engage a consulting company to provide
professional advice on ESG management
system, policy, data disclosure,
performance, best practice and other
aspects, in order to further improve our ESG
performance. We believe these measures
will facilitate the sustainable development
of the Group and contribute to a better
ecosystem.

As for governance, in order to promote

a culture of connectivity, build a

clean eco-organisation and enhance
environmental compliance management,
the Company organised anti-corruption
and environmental protection training for
Board members and management. In
addition, we also strived to promote the
concept of sustainable development to our
stakeholders, including requiring suppliers
to obtain ISO international certification,
incorporating ESG indicators in the supplier
bidding process, encouraging shareholders
to adopt electronic communications, and
engaging all employees and stakeholders
to participate in environmental activities
including the “Earth Hour” campaign.
Thanks to the team’s efforts, the Group
was included in the Hang Seng ESG

50 Index and the Hang Seng Corporate
Sustainability Benchmark Index for the
first time in the annual review results of
the Hang Seng Index ended 30 June
2020, with an ESG rating of A. MSCI also
upgraded the company’s ESG rating to
BBB in its September 2020 ratings report.
We will strive to operate our business
aligning with China’s ambition to achieve
carbon emissions peak in 2030 and carbon
neutrality in 2060.
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17 Member Companies in Total
Obtained

1ISO

1ISO14001
1ISO45001

Employee Health and Safety

We attach much weight to occupational
health and safety of our employees in

the course of business operation. Both in
the scope of direct and indirect control,
we endeavoured to building an excellent
safety management system, reducing and
containing relevant risks, performing daily
monitoring and reporting any potential
dangers through digital and visual
management platforms, and formulating
comprehensive safety guidelines and
measures to ensure that the safety
performance of the Group meets the highest
standard.

In order to raise the awareness of safety
operation of all employees, we developed

a list of safety responsibilities for key
positions during the year, which clarified
their safety responsibilities, standards of
responsibility performance, evaluation of
responsibilities and reward and punishment
systems, to promote the implementation

of accountability mechanism for safety
operations. The Group also issued a Notice
on Upholding the Safety Bottom Line to
Achieve Safe Development, which stipulates
that in the event of a safety incident
resulting in the death of an employee, the
person in charge of the enterprise will be
removed from his or her position, and the
person in charge of the provincial company
concerned will also be demoted. The
Group’s Risk Committee will also review
major safety operation incidents and make
recommendations for improvement, and will
establish a database of cases for all member
companies to learn from in order to prevent
any recurrence.
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Safety Education & Trainings

9
412,183

participants

During the year, we took a number

of measures to strengthen the safety
leadership and execution capabilities of our
staff at all levels, with more than 412,183
participants joining the Group’s online or
offline trainings on safety education and
approximately 11,002 emergency drills
organised. We have also built an 10T based
digital safety system, and created a series
of “Safety” digital products, including
“Safety Snap”, which allows employees

to upload safety issues to the back office
through snapshots and assign tasks to
rectify potential hazards; and “Safety Map”,
which informs employees at all levels of the
daily safety priorities and risk points, as well
as the locations of dangerous operations

to be displayed on the map, so that the
management can manage operational risks
in a more targeted manner.

Encountering the outbreak of COVID-19
last year, the Group has implemented
various policies to keep its employees
healthy and safe, including regular
disinfection at office areas, daily monitoring
of the physical health of its employees,
utilising iCome platform for daily epidemic
report mechanism to ensure the orderly
implementation of epidemic prevention, etc.
As COVID-19 raged at the critical time of gas
supply in winter last year, we took efforts to
prevent and control the imported cases by
sea, and completed the unloading of LNG
which was “zero-contact” as well as “cloud-
based” for the first time in China, ensuring
the proper operation of LNG terminal.

The operation allowed our downstream

gas demand being met and ensured the
highest level of epidemic prevention and
control from berthing to departure of the

Successfully Issued Our First Offshore
Green Bond

usD 750

million

international LNG vessel. As a leading
enterprise in the public utilities sector, ENN
Energy was determined to ensure the safety
of people’s livelihood and gas usage during
the outbreak, strengthened the promotion
of epidemic prevention knowledge both
internally and externally, and ensured all
departments were working closely together
to protect frontline employees, through
providing masks, protective suits, goggles
and other supplies, ensuring employees
provide services to customers safely.

Green Finance

In September 2020, the Group successfully
issued its first offshore green bond of
USD750 million due 2030, with a coupon
rate of 2.625%, which was certified

by Vigeo Eiris and Hong Kong Quality
Assurance Agency as a green financial
instrument. The green bond issuance

was well received by investors and the
bond has now been added to the HKEX
Sustainable & Green Exchange (STAGE),
providing investors with a convenient

way to understand the Group’s green
development. According to the Group’s
green finance framework, the Group
intends to use the net proceeds to fund
and/or refinance green projects including
renewable energy, energy efficiency,
pollution prevention and control, which will
facilitate the Group’s transition to a low-
carbon business portfolio and contribute
to the carbon reduction of our customers
and our country. The green bond was also
recognized as the “Best Green Bond” in
the Renewable/Transitional Energy category
of the Asset Magazine’s 2020 Triple A
Sustainable Capital Markets Regional
Awards.
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With years of steady growth in operating
results and business models that keep up
with market changes, the Group was named
“Award of Excellence: Downstream” at S&P
Global Platts Global Energy Awards, hosted
by S&P Global Platts, and “Best Investor
Event” from IR Magazine. The Group was
also included in numerous influential
rankings in capital market. ENN Energy has
been awarded “Most Honored Company”
in Institutional Investors’ “All-Asia Executive
Team” for four consecutive years and
ranked No.3 in “Best IR Program” (Sell-
Side) in 2020. The Group also ranked No.
996 in Forbes’ annual Global 2000 list,

up 438 places from 2019; No.24 in The
World’s 50 Most Valuable Public Utility
Brands (No.3 among Chinese shortlisted
companies), reported by Brand Finance,

a UK brand valuation consultancy; No.

148 in “China’s Top 500 List” by Fortune
Magazine, an international financial
magazine highly recognised by investment
professionals. The above awards firmly
demonstrated ENN Energy’s outstanding
achievements in providing clean natural
gas and integrated energy services with a
focus on customer needs have been highly
recognised by the capital market.

Awarded by S&P Global Platts

Award of
Excellence:
Downstream

S&P GLOBAL PLATTS
GLOBAL ENERGY AWARDS
2020 WINNER

The Chinese government is committed

to establishing the “dual circulation”
development model which primarily aims at
strengthening its domestic market through
“internal circulation”. The improvement

of domestic consumption shall drive the
steady recovery of the economy, and fully
demonstrate the resilience and vitality of
China’s economic development. China’s
economic growth rebounded rapidly to
6.5% in the fourth quarter of last year,
returning to the pre-pandemic level.
Looking forward to 2021, with rapid growth
in domestic industrial and commercial
activities and effective pandemic prevention
and control, China will remain as the major
global industrial producer, stimulating

the growth of energy consumption in the
region. Moreover, President Xi Jinping
announced at the General Assembly of the
United Nations last year that China aims to
hit peak carbon emissions in 2030 and to
achieve carbon neutrality in 2060, which

is a welcome boost to the boom of natural
gas and renewable energy. The year 2021
marks the beginning of our 14th Five-

Year Plan, the Chinese government will
continue to push forward environmental
governance and to promote the optimisation
and adjustment of the nation’s energy
structure. The governance of highly polluted
and high-energy-consuming industrial
enterprises and the replacement of coal by
clean energy shall remain in top priority,
therefore, natural gas and integrated energy
business which can incorporate renewable
energy sources as primary energy will play
an important role in the plan.

In the past year, China’s continuous
progress and further implementation of
natural gas market reform brought both
opportunities and challenges to the gas
industry. PipeChina was officially put

into operation, the first batch of shippers
completed registration, and major pipelines
including West-East Natural Gas Pipeline,
China-Myanmar Pipeline, China-Russia
Eastern Pipeline, Yulin-Jinan Pipeline

and Taian-Qingdao-Weihai Pipeline and

six LNG terminals in Beihai, Tianjin,
Shenzhen, Fangchenggang, Guangdong
and Hainan released remaining capacities
to the public, all of which signified the
separation of pipeline transmission and
sales, and the open-up of third-party
access has preliminarily achieved. This
promoted the diversification of natural gas
supply, bringing opportunities for city-

gas distributors to procure domestic and
overseas natural gas sources independently
and reduce the cost for end-users. In
addition, Guangdong and Zhejiang
provinces have issued direct supply policies
for high-volume industrial users, pursuant
to which customers can select gas suppliers
independently. The direct supply policy
brings challenges to city-gas operators,

but also brings more opportunities for us

to expand direct supply to large-usage
customers outside our city-gas concessions.
In the future, city-gas operators with strong
gas sourcing capabilities can explore new
growth potential capitalising on this policy.

The national power market reform made
progress with increasing participating
entities and transaction scale, as well as
improving rules for medium- and long-
term transactions and spot trading pilot.
We are developing an open power trading
system with wider coverage and a wider
variety of trading products, which will
provide favourable conditions for the Group
to develop power trading services on a
large scale and expand to the supply and
consumption market. Meanwhile, the first
pilot project of market-oriented transactions
of distributed power generation in China has
been completed and put into operation in
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Changzhou, Jiangsu Province at the end of
2020, achieving a substantial breakthrough
in “cross-boundary electricity trading” of
distributed energy across electrical grids.
The demonstration of Jiangsu Province will
drive the market-oriented transactions of
distributed power generation, laying a solid
foundation for the expansion and quality
improvement of distributed energy and the
development of integrated energy business.

In 2021, the Group will continue to
strengthen operational digitalisation

and technological innovation to develop
business with higher quality. We will

seize the opportunity of environmental
governance to develop new C/I customers
and residential customers, and improve
the penetration rate of natural gas in
existing projects. At the same time, the
Group will also expand its market footholds
outside its concession areas to seize
opportunities from industry consolidation

during economic downturn, actively explore

quality projects which are close to our
existing projects, especially those with
huge industrial gas and integrated energy
demand through M&A to boost sales
volume. In terms of expanding integrated
energy business that supports future
development, the Group will accelerate
the market development of various types
of industrial parks, utilise locally abundant
renewable energy sources, to promote the
integrated energy model of multi-supply of
heating, electricity and gas, multi-energy
sources utilisation, and multi-technology
adoption, so as to provide customers with
low-carbon energy solutions. In terms of
value added business, the Group strives to
understand the needs of customers, and
provide safe and diversified value added
products and services, including security
systems, heating systems and smart
kitchens solutions to our customers, so as
to enhance customer’s stickiness and drive
the Group’s profit growth.
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ENN Energy achieved remarkable
achievements in 2020, reflecting the
market recognition for its long-term and
sustainable development. What we have
achieved is attributed to the hard work

of all the staff and the strong support of

all our customers, business partners and
shareholders. On behalf of the board of
directors, | would like to express our sincere
gratitude to them and we will continue our
efforts to create more long-term benefits for
our stakeholders!

Chairman
WANG Yusuo
22 March 2021
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Retail Natural Gas Sales Business Total R

In the face of the challenges brought by (Ig,t,'aB mﬁ?i’:n")ue e
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COVID-19 during the year, the Group
adhered to government’s guidelines in
pandemic prevention and control, at the
same time ensured the safety of gas supply.
Customer-orientation is the bedrock of

the Group’s business activities, we further
explored gas demand of existing customers 70,183

and developed new customers, utilising

our digitalised tools which collected and 60,698
analysed customers’ energy consumption

data, to give us more insights into their 48,269

energy consumption characteristics and

predict future demands. As such, the Group

was able to customise sales package for

users and drove the growth of their energy

consumption.

During the year, natural gas supply was
adequate, upstream natural gas city

gate price was reduced. At the same

time, the Group increased low-cost

LNG import through our own long-term 2018
contracts and from spot market utilising
controlling shareholder’s Zhoushan
terminal, which effectively optimised

the gas supply structure and reduced
overall gas procurement cost during the
year. We shared part of the cost saving
with customers who were price-sensitive,
effectively stimulated their gas consumption
volume.

. G

As of the end of 31 December 2020, retail
gas sales volume increased by 10.2%

to RMB21,953 million cubic meters,
however, due to the downward adjustment
of gas price, revenue of retail gas sales
business had a modest growth of 1.2%

to RMB40,510 million. Total volume of
natural gas sold to C/I customers reached
16,878 million cubic meters, representing
an increase of 13.5% year-on-year, and
accounted for 76.9% of the retail gas sales
volume. Benefiting from the stay-home

policy and generally lower temperatures in \
winter than the previous year, residential
gas sales volume increased by 10.1% to

4,185 million cubic meters, representing
* The Group’s operational data included the data of its subsidiaries, joint ventures and associates.

%
\
4
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|
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19.1% of the retail gas sales volume.

Total Natural Gas
Sales Volume*
(million m3)
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New Customers Development

Most of the Group’s projects are located in
key areas of air pollution prevention and
control, including Beijing, Tianjin, Hebei,
Henan, Shandong, Jiangsu, Zhejiang,
Guangdong and other provinces, where
local governments strictly implement
environmental protection policies.
Leveraging on the opportunity of air
pollution control battle, the Group has
further explored business opportunity in
the C/I market and actively promoted coal-
fired boilers replacement and LPG-to-gas

ANNUAL REPORT 2020

etc. for C/I users. At the same time, with
the increasing number of manufacturing
companies relocating to industrial parks,
and our advantage of possessing many
industrial parks concessions, the Group
has developed a large number of new C/

| customers. During the year, a total of
28,367 new customers (gas appliances
installed with daily designed capacity of
17,077,763 cubic meters) were developed.
Among them, the installed daily designed
capacity from “coal-to-gas conversion” was
approximately 4,780,000 cubic meters,
accounting for 28% of the newly developed
C/I customers. The Group implements
market-based pricing for C/I customers’
installation fees, which was steady
compared with the previous year. By the
end of 2020, the Group has served a total
of 177,128 C/I customers (gas appliances
installed with daily designed capacity of
141,786,545 cubic meters).

China is sprinting toward a “moderately
well-off society”, urbanisation rate has
exceeded 60% in 2020. Government’s
urbanisation rate target is to reach 65%
within the “14th Five-Year Plan” period, in
this context, the utilisation of clean energy
is essential to improve the environment

as well as to meet the demand arising

from people’s pursuit of quality life,

which will also provide the Group with
enormous opportunities of developing
urban residential customers. The Group
will continue to focus on new customers
development in urban areas, and enhance
gas pipeline infrastructure establishment,
so as to further raise the penetration rate of
our projects. As a good corporate citizen,
the Group will also assist local governments
in achieving the replacement of scattered
coals for the prevention and control of air
pollution, focusing on areas in proximity

to our existing concessions, to carry out
“rural coal-to-gas project” prudently. During
the year, the Group developed a total of
2,293,000 residential households, in which
new buildings, existing buildings and

“rural coal-to-gas” conversion accounted

Piped Gas
Penetration Rate

90%
Mature Project

60.4%
58.8%
57.5%

62.0%
2017 2018 2019 w

for 74%, 5% and 21% respectively. The
average construction and installation fee
was RMB2,492 per household, maintaining
at a stable level over the past few years.

As of the 31 December 2020, the Group
has developed 23.21 million residential
customers cumulatively, raising the average
piped gas penetration rate from 60.4% in
2019 t0 62.0%.
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In 2020, the supply of natural gas resources
was adequate. The Group, on one hand,
broadly expanded its supplier networks, and
actively strived for new city gate connection
to the main upstream pipeline network, so
as to improve its gas receiving capacity, on
the other hand, focused on unconventional
gas resources in Shanxi, Shaanxi,

Sichuan and Chongging as well as the

LNG resources at coastal LNG terminals,

to strengthen the capability of acquiring
competitive gas sources, and further reduce
its overall procurement costs. The Group
strived to enhance gas supply with a view
to providing strong support for its market
expansion.

During the year, The Group actively
participated in the natural gas reform

for provincial pipelines, to purchase gas
sources from upstream suppliers directly,
in order to realise upstream-downstream
direct transaction. The Group continued to
explore the procurement and distribution
of unconventional natural gas resources
to increase resources control capability.
The Group also signed a natural gas
purchase and sale agreement with BP to
provide piped gas resources with an annual
volume of 300,000 tons for 2 years, to
provide abundant supply of clean energy
and support the coal-to-gas project in the
Guangdong region. The Group’s overall
gas purchase costs declined in 2020,
with its customer-oriented principle, the
Group shared part of the cost-saving with
customers to stimulate their gas demand
while maintaining a healthy margin.

In 2020, seizing opportunities arising from
carbon neutrality, industrial transformation,
clean heating and energy system reform,
the Group kept “getting quality projects”
and “executing well” in mind, to optimise
and upgrade both existing projects and
projects under construction, at the same
time, to develop new projects tailored to
local conditions The Group also actively
developed demand-side energy services,
thus, managed to promote both qualitative
and quantitative development of its
integrated energy business. During the
year, a total of 21 integrated energy projects
were put into operation, the number of
operational projects increased to 119,
generating a total of 12,042 million kWh

of integrated energy sales to the Group,

up 75.9% year-on-year. In addition, 24
integrated projects are under construction.
Total demand of integrated energy will
reach 31,861 million kWh when all
projects fully ramp up. In addition, we

also proactively developed integrated
energy projects utilising low-carbon energy
sources, such as biomass, photovoltaic and
geothermal heat energy etc.. The Group
also tapped into distributed clean heating

Accumulated Integrated Energy
Projects in Operation

121

119

projects in the northern part of China and
mid to lower reaches of the Yangtze River,
where our total heating areas exceeded 5
million square meters. Above projects laid a
good foundation for promoting the Group’s
transformation and upgrading to become an
integrated energy service provider.

The Group designs the optimal energy
supply technology route according to the
resource conditions of the project location,
the customer’s energy demand, and

the load forecast. The integrated energy
projects that were put into operation
during the year, incorporated the use of
various clean energy sources, including
biomass, photovoltaic and natural gas.
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One of the projects was Yangpu Economic
Development Zone located in Hainan
Province. It is a national level development
zone approved by the State Council and

is positioned as a national offshore trade
centre, an advanced manufacturing base
and a commodity distribution and trading
base. Currently, there are industrial users
operating in the development zone, with
huge demand for energy such as electricity
and steam. Leveraging digital technology
and adhering to the principle of integrated
energy development, the Group reinvented
the energy structure of the zone to improve
its energy efficiency, so as to achieve energy
conservation and emission reduction for
customers in the zone. Upon full operation,
the energy consumption scale of the first
phase of this project will reach 500 million
kWh per year, and the Group’s integrated
energy solutions can save 107,000 tons

of standard coal and reduce 280,000

tons of carbon dioxide emission annually
for Yangpu Economic Development

Zone. Another project was Yuanbaoshan
Industrial Park located in Chifeng City

of Inner Mongolia. It is one of the 20
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key industrial parks in Inner Mongolia
Autonomous Region, and is also the most
important chemical industrial park in the
east of the province. With comprehensive
supporting facilities and adequate
infrastructure, the park has already
attracted many industrial enterprises of
considerable scale to settle there, including
five leading industries such as phosphorous
coal chemical, bio-chemical, fine

chemical (including medicine), equipment
manufacturing and new materials. The
annual energy consumption scale of this
project will reach 428 million kWh, saving
170,000 tons of standard coal and reducing
426,000 tons of carbon dioxide emission for
the park every year.

In addition, the Group commenced
construction of a hydrogen supply

project in Huludao, Liaoning Province
during the year. The project will meet
customers’ 24-hour demand for hydrogen
by extracting hydrogen through pressure
swing adsorption after desulfurization

and conversion of natural gas, thereby
increasing revenue streams and expanding
natural gas sales. This is our first hydrogen

production project and will serve as

a demonstrative project for the future
promotion of hydrogen energy supply. The
Group has also commenced technological
research in hydrogen blending in natural
gas pipelines, as well as hydrogen refuelling
for vehicles, and has invested in the
construction of a hydrogen refuelling station
in Shanghai. We believe we can leverage
our existing natural gas pipelines, vehicle
refuelling stations and gas storage facilities
to provide low-carbon energy supply to our
customers and help our country achieve the
goal of carbon neutrality in the future.

Our customer base has been expanding
in tandem with increasing penetration
rate. At present, we have served more
than 177,128 C/I customers and 23.21
million residential customers. The potential
added value of the customer network is
huge. Therefore, we actively developed
value-added services driven by customers’
demand, enhanced the marketing skills

of frontline staff through training, built

an ecosystem of employees, business
partners and customers, utilising digital
tools to rapidly develop diversified value-
added services, so as to enhance the

overall profitability of our service network
and customers’ loyalty. In 2020, the Group
actively provided customers with a variety
of value added services, including 360°
kitchen solutions, heating systems, security
systems and other derivative products

and services. We strive to deliver caring
services to customers in various scenarios
and become their one-stop living services
steward.

Affected by the COVID-19 epidemic, the
Group’s value added business revenue
recorded RMB1,685 million, down by
15.2%. During the severe epidemic in the

tH
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first half of the year, although we reduced
the direct face-to-face communications with
customers, we expanded the online user
base through the development of mobile
applications, the online service platform
and various social media channels, laying
a solid foundation for the rapid growth of

sales in the future. Benefiting from the
Group’s diversified value added services
provided to customers and continuous
efforts to promote high-end and smart
products, gross profit margin increased

by 15.7 percentage points year-on-year to
77.9%. Currently, penetration rate of value

added business among the Group’s existing
customers is only 7%, while among the
newly developed customers during the year,
penetration rate was 20%, reflecting the
rapid development of this business and its
huge growth potential.

Expansion of Operating Regions
The Group seized the opportunity arising
from industry consolidation. Leveraging

on its market insight, excellent safety and
operation management, flexible project
development strategies, and leading
integrated energy service philosophy, the
Group acquired exclusive operating rights
of 20 city-gas projects, which are expected
to drive additional gas sales volume of 2.8
billion cubic meters in the next few years,
and push forward the rapid growth of
integrated energy business and value added
business.

During the year, the Group acquired
100% equity interest in the gas project in
Shuangcheng District, Harbin City, which
is a food industrial base of Heilongjiang
Province and is home to 170 enterprises
with a market capacity of 125 million cubic
meters of industrial gas consumption.
The project is located in the centre of the
Harbin-Changchun Economic Belt and
the industrial corridor to revitalise north-
eastern china’s economy, with major
railroads, highways and river routes
passing through and the region known

Number of city-gas projects

239

as the “southern gate” of Heilongjiang
Province. In addition to natural gas sales,
the project in Shuangcheng will play a key
role in driving our expansion to surrounding
markets. Capitalising on our integrated
energy services, we are able to reach more
potential energy users nearby.

The Group also obtained the 30-year
concession for Sino-German Tianjin
Dagiuzhuang Eco-City Park by tender.
The region has a total production
value of approximately RMB20 billion,
accommodating some of the Top 500
private enterprises in China, Baoneng
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Assembly Industrial Park, PWT New
Zealand, etc. Dagiuzhuang, one of the
major industrial towns in Jinghai District,
has a profound industrial base and the
energy-intensive steel processing being its
pillar industry. It tops the district with 165
large-scale industrial enterprises and a

total production output of RMB37.2 billion.

The Group will drive its integrated energy
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services and provide emission reduction
solutions to end-users through natural
gas sales and digitalisation, with a view to
expanding our foothold in Tianjin’s clean
energy market.

As of the end of 2020, the Group had a total
of 235 exclusively operated city-gas projects
in China, spanning over 20 provinces and

Wholesale of
Gas Volume

a=

/7,616

million m?3

|

autonomous regions including Anhui,
Beijing, Fujian, Guangdong, Guangxi,
Hebei, Henan, Hunan, Inner Mongolia,
Heilongjiang, Jiangsu, Jiangxi, Liaoning,
Sichuan, Shandong, Yunnan, Zhejiang
Shanghai, Tianjin and Shaanxi.

'OYO—OYOAé

Energy Trading Business

Leveraging on its well-established

upstream resources network, smart
dispatching system, and large-capacity LNG
transportation fleets, the Group distributed
LNG to downstream customers such as
small-scale gas distributors, C/I customers
outside its city-gas concessions, LNG
refuelling stations and power plants. During
the year, the sales volume recorded 7,616
million cubic meters, representing a growth
of 8.2% year-on-year. Revenue of energy
trading decreased by 2.9% to RMB17,936
million, mainly due to the decrease in

LNG prices. Gross profit of energy trading
business increased by 118.1% year-on-
year to RMB362 million.

Looking ahead, the Group will continue
to foster alliance and collaboration with
upstream suppliers to lock in competitive
gas resources, strengthen the advantages
of LNG resources integration, distribution,
storage and logistics. The Group will seize
opportunities arising from the operation
of PipeChina, Shanghai and Chongging
Petroleum and Natural Gas Exchange
and the strategic positioning of Zhoushan
terminal to expand its wholesale of gas
business.

D]
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The total gas sales volume of the Company,
its affiliated companies, joint ventures

and associated companies has grown

by 9.7% year-on-year to 29,569 million
cubic meters. During the year, upstream
natural gas prices fell, and the Group
adjusted prices for end users accordingly,
thus, revenue of the Group grew slightly

by 2.0% to RMB71,617 million. The
Group’s strategy of diversified gas sources
purchase resulted in significant cost
reductions. The gross profit margin of retail
gas sales and wholesale of gas businesses
increased by 1.8 percentage points to
16.0%, and 1.1 percentage points to 2.0%
respectively, resulting in an increase of the
Group’s overall gross profit margin by 1.1
percentage points year on year to 17.2%.

The Group’s operating expenses are
generally divided into distribution and
selling expenses, as well as administrative
expenses, which mainly include salaries
and employee benefits, marketing and
advertising expenses, office expenses,
depreciation and amortisation, and

etc. The Group’s operating expenses
amounted to RMB4,181 million (2019:
RMB4,075 million), operating expenses
to revenue ratio was similar for both years.
The decrease in distribution and selling
expenses was mainly due to the Group'’s
work from home policy and reduction of

non-essential business trips of employees
during COVID-19 outbreak in the year.

The increase in administrative expenses
was mainly due to the Group’s various
prevention measures to minimise the risk of
COVID-19 infection, and the procurement of
sanitary supplies and protective equipment
to protect the safety of our customers and
employees.

Finance cost decreased by RMB118
million to RMB609 million (2019: RMB727
million), down by 16.2% year on year,
thanks to the low interest rate environment
globally, and the concessional loans
obtained by some of the Group’s project
companies to fight against the epidemic
during the year. As a result, effective
interest rate also decreased from 3.9% in
2019 to 3.6% in 2020.

Other gains and losses amounted to
RMB282 million (2019: RMB644

million), down by 56.2% year on year,
mainly due to the impact of exchange
differences, changes in the fair value of
derivative financial instruments and asset
impairments. During the year, the exchange
rate of RMB against US dollar moved
higher by year end. As a result, the Group
recorded a net foreign exchange gain of
RMB608 million (2019: loss of RMB198
million). In terms of derivative financial
instruments, due to changes in accounting
policies, oil prices, exchange rate and other

valuation factors, the gain from derivative
contracts decreased by approximately
RMB813 million to RMB102 million (in
2019: RMB915 million). The business of
vehicle gas refuelling stations continued to
be affected by external factors, including
online car hailing service and supportive
policy of electric automobiles by local
governments, coupled with the impact
from COVID-19 which reduced people’s
frequency of commuting, the Group has
decided to further optimise its vehicle gas
refuelling network by eliminating inefficient
sites. During the year, the Group recorded
an impairment and sale losses in property,
plant and equipment of RMB198 million
(2019: RMB77 million).

During the year, profit attributable to

the owners of the Company recorded
RMB6,278 million, increased by 10.7%
year-on-year. Stripping out the impact

of other gains and losses (excluding net
settlement amount realised from commodity
derivative contracts) and amortisation of
share option expenses of RMB41 million,
core profit driven by operating activities
increased by 18.2% to RMB6,237 million.
Basic earnings per share was RMB5.59,
increased by 10.7% year-on-year. During
the year, the Group’s operating cash flow
was RMB9,696 million, and recorded
positive free cash flow of RMB3,016 million.
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Financial Resources and Liquidity

The Group’s capital mainly derived from cash inflow of its business operations, financing, investment income and equity. The main factors
influencing the Group’s future cash balance are cash flow from operation, capital expenditures and repayment of debts.

An analysis of the Group’s cash, current and non-current debts is as follows:

Increased/

2020 2019 (Decreased) by

RMB million RMB million RMB million

Bank balances and cash (excluding restricted bank deposits) 8,630 7,373 1,257
Long-term debts (including bonds) 12,714 11,650 1,064
Short-term debts (including bonds) 6,970 7,495 (525)
Total debts 19,684 19,145 539
Net debts’ 11,054 11,772 (718)
Total equity 36,172 31,020 5,152
Net gearing ratio? 30.6% 37.9% (7.3ppt)
Net current liabilities 9,665 11,773 (2,108)
Unutilised credit facilities 12,001 13,448 (1,447)

Working Capital Management

The Group’s bank balances and cash (excluding restricted bank deposits) amounted to RMB&,630 million, an increase of RMB1,257 million
from the beginning of the year, mainly reflecting the increase in debt and operating income.

If further liquidity is required, the Group can withdraw the standby committed credit provided by the correspondent bank. As at 31
December 2020, these credit facilities reached RMB12,001 million (2019: RMB13,448 million), allowing the Group to obtain additional
liquidity when necessary.

In addition, the Company also prudently manages receivables, payables and inventory turnover days. As at 31 December 2020, the Group'’s
receivable turnover days are 11 days (2019: 12 days), payable turnover days are 38 days (2019: 35 days), and inventory turnover days are
8 days (2019: 7 days), the turnover days for two years are similar.

As at 31 December 2020, the Group’s operating cash inflow was RMB9,696 million, which was sufficient to meet the Group’s capital
expenditures, external dividends and financial costs. Free cash flow® rose 12.0% to approximately RMB3,016 million.

Therefore, we do not over-reliance on borrowing, but only to maintain an appropriate scale of bank loans, other loans and corporate bonds
to finance our operations.

Borrowings Structure

The Group has been adopting a prudent management policy on financial resources to ensure the stability and flexibility of the Group’s
capital and debts structure. As at 31 December 2020, the Group’s total debts amounted to RMB19,684 million, representing an increase of
RMB539 million compared to the total debts as of 31 December 2019, mainly due to the issuance of USD750 million green bonds during
the year. As a result, the Group’s net gearing ratio reduced to 30.6% as at 31 December 2020 (2019: 37.9%).

1 Net debts = Total debts — Bank balances and cash (excluding restricted bank deposits)
2 Net gearing ratio = Net debts/Total equity x 100%
3 Free cash flow = Cash flow from operating activities — capital expenditure — financing cost + dividend income
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o Total Debt
As at 31 December 2020, the principal

amount of the Group’s borrowings

denominated in foreign currencies

amounted to USD1,936 million (2019:

USD1,681 million and HK$1,540 million), A B LA e
equivalent to approximately RMB12,550

million (2019: RMB13,082 million), and

among which 68.0% (2019: 67.3%) 19145 19,684
is long-term debt. In managing foreign o—

exchange risk arising from bonds and loans

denominated in foreign currencies, the

Company entered into foreign currency 12,550
derivative contracts, mainly cross currency
swaps, with various financial institutions.
The terms of which are in line with that of
the Group’s foreign debts. Such foreign
currency derivative contracts can mitigate
the foreign exchange risk arising from the
interest and principal payments of such
foreign debts. As of 31 December 2020,
the Group has hedged debt principal of -
USD750 million (2019: USD785 million)

and the hedge ratio of long-term USD debts
reached 40.9% (2019: 62.0%). In view of

the existence of fluctuation in RMB/USD USD  @RMB @HK$ — Total

rate, the Group will continue to closely

monitor the foreign exchange market and

strive to use foreign currency derivative

contracts to mitigate the impact on its

results when deemed appropriate. Debts Repayment
Schedule

[Z)

11,702

7,134
6,063

1,380

The Group seeks to maintain strict control
over the debt level and strike a balance

between duration of debt and cost of RIS

financing. In managing borrowings, the Million

Group will seek to spread the maturity dates 8,000 —

evenly over different years as possible in

order to reduce the time pressure and cost 7,000 —

of refinancing. — o
The senior notes will mature in May 2021,

and the Group plans to repay it with its own Qgel —

funds and bank borrowings. The Company 4,000 —

can also use the wholly-owned subsidiary’s e

RMB5,000 million green bond quota as 3,000 —
approved by the National Development

and Reform Commission on 19 January 2008
2020. Therefore, the Group has sufficient 1000 —
; ’ 500
resources to repay the borrowings. 253
O p— -

After
2021 2022 2023 2024 2025

Bonds @ Bank and other loans
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The Group’s current liabilities mainly
include a large amount of receipts in
advance of gas fee, and construction and
installation contracts. These funds are
stable and will normally not be returned,
therefore the Group will invest the funds in
development of new projects and maintain
a reasonable cash level, resulting in net
current liabilities.

During the year, in response to market
changes, the Group replaced certain short-
term loans with long-term loans. As such,
at 31 December 2020, the Group’s short-
term debt to total debt ratio decreased to
35.4% as compared to 39.1% at the end
of last year. Net current liabilities maintain
at similar level to last year at RMB9,665
million (2019: RMB11,773 million).

As the Group has stable operating cash
flow, high quality current assets and good
credit ratings, plus sufficient cash on

hand, unutilised banking facilities and debt
issuance quota, the Directors are satisfied
that the Group is able to meet its working
capital requirements and future capital
expenditure.
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During the year, the Group’s credit ratings
given by three international rating agencies
(Standard & Poor’s, Moody’s and Fitch
Ratings) remained favorable. United Credit
Ratings Co., Ltd., the largest domestic credit
rating agency, also maintains the highest
AAA credit rating and “stable” outlook for
Xinao (China) Gas Investment Company
Limited, a wholly-owned subsidiary of

the Company responsible for onshore
business investment. These ratings reflect
the Group’s sound financial position which
can generate highly visible and stable
operating cash flow. The management of
the Company believes that the good credit
rating will continue to provide the Group
with sufficient financial resources for its
long-term development.

Although the Group has strong financial
strength and very stable operating cash
flow, limited by Standard & Poor’s group
credit methodology, the long-term credit
rating of the Company was lowered from
BBB+ (Watch Negative) to BBB (Stable)
after the completion of the re-organisation
at the level of the Company’s controlling
shareholder. However, there is a two

notch isolation between the Company

and its controlling shareholder to reflect
the Company’s independence from the
controlling shareholder and good corporate
governance, which is a rare case in the Asia
Pacific region.

As of the date of this report, the credit ratings of the Company are summarised below:

Standard & Poor’s

Long-term credit rating

Outlook

Moody’s Fitch Ratings
BBB Baa2 BBB
Stable Stable Stable

The Group’s strong financial profile, with further improved operating cash flow during the
year and well-managed debt maturities, will support the Company to maintain its current or
even achieve higher credit ratings.

A
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As at 31 December 2020, the Group has no (a) Capital expenditures

significant contingent iabilities. The Group’s capital expenditure in 2020 amounted to RMB6,741 million (2019:

RMB8,922 million), mainly used for piped gas projects, integrated energy projects and

As at 31 December 2020, the Group had acquisition of new projects.

issued guarantees to banks to secure loan (b) Capital commitments
facilities granted to an associate and joint

ventures. The guaranteed facilities amount
utilised was approximately RMB775 million

As at 31 December 2020 and 2019, the Group’s capital commitments are as follows:

. 2020 2019
(2019: RMB726 million). RMB million  RMB million
Capital expenditure in respect of acquisition
of property, plant and equipment contracted
for but not provided in the consolidated
financial statements 899 1,021
Capital commitments in respect of
— investments in joint ventures 518 495
— investments in associates 469 518
— other equity investments 2 259

(c) Other commitments

Since the year ended 31 December
2016, the Group has commitments to
acquire LNG from certain suppliers.
The delivery of LNG under such
arrangements commenced in 2018
and lasts for 5 to 10 years. The Group
is obliged to make “take-or-pay”
payment to suppliers for the quantity
contracted but not delivered.

In the opinion of the Directors,

these LNG will be utilised to satisfy
the demand of domestic natural

gas consumption from both the
Group’s piped gas customers and
wholesale customers. The Directors
determined that such LNG purchase
arrangements are entered into and
continued to be held for the purpose
of the receipt of a non-financial item
in accordance with the Group’s
expected purchase, sale and usage.
Accordingly, the LNG purchase
arrangements are not considered as
derivative financial instruments within
the scope of HKFRS 9 since the initial
recognition.

The relevant purchase prices of these
arrangements will be determined by
reference to certain variables, such
as petroleum price indexes prevailing
at the market, and are denominated
in USD. The Directors assessed

the economic characteristics and
risks of the embedded derivatives
and concluded that they are closely
related to the economic risks and
characteristics of the relevant host
contracts. Accordingly, the embedded
derivatives are not separated from
the LNG purchase arrangements

as derivative financial instruments
recognised in the consolidated
financial statements.
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Commodity Price Risk Management
As the major operations of the Group are

in China, revenues and expenses are
mainly denominated in RMB, therefore, the
Group is not exposed to significant foreign
exchange risk in its operation. Except for
the abovementioned foreign currency-
denominated debts, the foreign exchange
risk faced by the Group mainly comes from
LNG international procurement business
denominated in USD and linked to the
international crude oil price.

International LNG Procurement Contracts

At present, the Group has three
international long-term LNG procurement
contracts, all of which have achieved
normalised operation. The pricing of the
international procurement is mainly indexed
to the price of crude oil on the international
energy market. In order to deal with the
price exposure generated by international
procurement, the Group has established

a series of risk management policies and
commodity hedging mechanism by hedging
a reasonable proportion of planned annual
LNG purchase and sale, to minimise the
adverse impact of international energy price
fluctuations on the Group’s business, and
also stabilise the Company'’s international
LNG procurement costs and reduce
commodity price risks.

The Group adopted hedge accounting
policy since 1 January 2020 in order to
better associate the hedging instruments
entered into to manage the physical trading
exposure, as well as minimises the volatility
to the profit or loss statement arising

from the fair value change in hedging
instruments. The Group has recognised
realised gains on changes in fair value
arising from commodity derivative contracts
of RMB171 million (2019: RMB178
million) and unrealised gain of RMB32
million (2019: RMB633 million). The
Group will continue to maintain its stringent
risk management strategy, proving its
determination to establish good corporate
governance practice.
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The Group has implemented a world
leading Energy Trading Risk Management
System (ETRM) and developed a
corresponding Mobile APP Management
System, both of which can combine
derivatives’ trading with physical trading

to achieve a comprehensive and accurate
digital risk management with high-
frequency and multi-dimension. In addition,
the Group will optimise existing hedging
strategy, trading authorisation and risk
management policies continuously, to
better manage the risks associated with the
Group's international LNG procurement.

Significant Investment

The Company through its wholly-owned
subsidiary subscribed in 2014 for an
approximately 1.13% unlisted equity
interest in Sinopec Marketing Co.,

Ltd (“Sinopec Marketing”), being a
subsidiary of China Petroleum & Chemical
Corporation (“Sinopec”) with its shares
listed on the Main Board of the Hong
Kong Stock Exchange (stock code: 386.
HK) and the Shanghai Stock Exchange
(stock code: SH600028) and with its

American depository receipts listed on

the New York Stock Exchange and the
London Stock Exchange (stock code:
SNP), at approximately RMB4 billion.
Sinopec Marketing is engaged in storage
and logistics, sales and distribution of
petroleum products and operation of
non-fuel businesses (such as convenience
stores and car services). The investment in
Sinopec Marketing was made and has been
held by the Group for strategic reasons. The
Group did not acquire further or dispose

of any equity interest in Sinopec Marketing
during the year ended 31 December 2020.

The equity interest in Sinopec Marketing
is unlisted and Sinopec has announced a
plan for the spin-off and separate listing of
Sinopec Marketing. The Group’s investment
in Sinopec Marketing was accounted for
in its financial statements as financial
asset at FVTPL. For the year ended 31
December 2020, no fair value change for
such investment and the Group received
dividend income of approximately RMB66
million (2019: RMB128 million) from
Sinopec Marketing.
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DIRECTORS AND
SENIOR MANAGEMENT

Executive Directors

Mr. WANG Yusuo, aged 57, is a founder of the Group, the Chairman and the Executive
Director of the Company, and is the Chairman of the Nomination Committee. He is
responsible for overseeing the Group’s overall strategic planning and providing leadership
for and overseeing the functioning of the Board. He has over 30 years of experience in
investment and the management of the energy business in the PRC, he has deep and
professional insights on the trend, digitalisation and strategies development of energy
industry. He holds a Doctor of Philosophy in Management from Tianjin University of
Finance and Economics. He is the father of Mr. Wang Zizheng, a Non-executive Director
of the Company. He is a director and a controlling shareholder of Langfang City Natural
Gas Company Limited (the “LCNG"), a controlling shareholder of the Company. He is the
chairman of ENN Natural Gas Co., Ltd. (formerly known as ENN Ecological Holdings Co.,
Ltd., stock code: 600803) and a director of ENC Data Technology Co., Ltd (formerly known
as Beibu Gulf Tourism Corporation Limited, stock code: 603869), all listed on Shanghai
Stock Exchange. He is also a Non-executive Director of Legend Holdings Corporation (a
company listed on Hong Kong Stock Exchange, stock code: 3396.HK).

Mr. ZHENG Hongtao, aged 46, is the Executive Director and the Vice Chairman of
the Company, he is also the Chairman of the Risk Management Committee and the
Environmental, Social and Governance Committee of the Company. He assists the Chairman
in overseeing the Group’s overall strategic planning and overseeing the functioning of the
Board. He obtained a doctorate degree in engineering from Tsinghua University in 2004,
majoring in power engineering and engineering thermophysics. He is the pioneer for
China’s international spot LNG trading and has extensive experience in energy planning,
international LNG resources procurement and trading, LNG shipping, domestic natural
gas sales and related asset mergers and acquisitions. He is currently a director and the
president of ENN Natural Gas Co., Ltd (formerly known as ENN Ecological Holdings Co., Ltd,
stock code: 600803), whose shares are listed on Shanghai Stock Exchange.
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Mr. ZHANG Yuying, aged 48, is the Executive Director and the President of the Company,
and a member of the Risk Management Committee. He assists the Vice Chairman of the
Company to ensure the execution and achievement of strategies and smart operation of the
Group, especially on the strategic execution of integrated energy business. He graduated
from Renmin University of China in 2003 with a Master's Degree in Business Administration.
Prior to joining the Group, he worked in Kaifeng Electromechanical Group and Henan Tongli
Electrical Appliances Group. After joining the Group, he held various important positions in
business planning and strategic performance management of the Group. He has extensive
experience in corporate market insight, strategic research and planning and operational
excellence.

Mr. WANG Dongzhi, aged 52, is the Executive Director of the Company, and a member
of the Risk Management Committee and Environmental, Social and Governance
Committee. He is responsible for the corporate governance, design and the monitoring
of implementation of internal control strategies of the Group. He graduated in 1991 with
a Bachelor Degree in Engineering Management from the Beijing Chemical University.
He obtained a Bachelor’'s Degree in Economics in 1996, the qualifications of Certified
Accountant in the PRC in 2000, a Master's Degree in Business Management from the
Tianjin University in 2003 and received the Executive Master of Business Administration
from China Europe International Business School (CEIBS) in 2016. Prior to joining the
Group in 2000, he was in charge of the finance department in a Sino-foreign joint venture
company. He has extensive experience in financial management. He is currently a director
and/or holds position as senior management in LCNG and its subsidiaries, including the
chief financial officer of ENN Natural Gas Co., Ltd. (formerly known as ENN Ecological
Holdings Co., Ltd., stock code: 600803), which it is listed on the Shanghai Stock Exchange.
He is also an Independent Director of Abterra Ltd. (a company listed on Singapore Stock
Exchange, stock code: ABTR.SI).
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Mr. WANG Zizheng, aged 32, is the Non-
executive Director of the Company, and a
member of the Environmental, Social and
Governance Committee of the Company. He
has joined the Group in 2014 and served
as the Executive Chairman of the Company
during 11 May 2018 to 16 March 2020,
responsible for assisting the Chairman and
Vice Chairman of the Board in overseeing
the Group’s overall strategic planning and
functioning of the Board. He graduated
from Tongji University with a Bachelor’s
Degree in Urban Planning. He has extensive
experience in investment, merger and
acquisition and operation management of
overseas LNG refuelling stations. He is a
director of LCNG, a controlling shareholder
of the Company, and a director of ENN
Natural Gas Co., Ltd (formerly known

as ENN Ecological Holdings Co., Ltd.,
stock code: 600803), which it is listed on
Shanghai Stock Exchange. He is the son of
Mr. Wang Yusuo.

Mr. JIN Yongsheng, aged 57, is the Non-
executive Director of the Company and a
member of the Nomination Committee. He
graduated from the Tianjin University of
Finance and Economics in 1986, majoring
in finance, and has obtained an Executive
Master’s Degree in business administration
from the Peking University in 2005. He

is qualified to practise law in China. He
was an Executive Director of the Company
from 2000 to 2006, responsible for the
management of the Group’s administration,
legal affairs and investor relations. He was
then re-designated to be a Non-executive
Director due to work re-arrangement

from 2006 to 2017. He was the Executive
Director and Chief Executive Officer of CIMC
Enric Holdings Limited (a company listed
on the main board of Hong Kong Stock
Exchange, stock code: 3899.HK) from
2006 to 2009, and then was re-designated
to be a Non-executive Director from 2009
to 2018. He is currently a director of LCNG,
the controlling shareholder of the Company
and the non-executive director of Shanghai
Dazhong Public Utilities (Group) Co., Ltd.
(stock code: 01635.HK), whose shares

are listed on the main board of Hong Kong
Stock Exchange.

Mr. MA Zhixiang, aged 68, was appointed
as an Independent Non-executive Director
of the Company on 24 March 2014. He is
currently a member of Audit Committee,
Nomination Committee, Remuneration
Committee, Risk Management Committee

and Environmental, Social and Governance
Committee. He has held senior
management positions in China Petroleum
Pipeline Bureau and PetroChina Company
Limited and has resigned from these
positions in March 2012. He graduated
from School of Mechanics of University

of Petroleum (East China) with a Doctor’s
Degree in Engineering in Storage and
Transportation. He has over 40 years

of extensive experience in corporate
management practices and experience in
the petroleum and natural gas industry, he
has unigque point of views on the historical
evolution, development pain points and
prospects of China’s energy industry.

Mr. YUEN Po Kwong, aged 51, was
appointed as an Independent Non-
executive Director of the Company on

24 March 2014. He is currently the
Chairman of the Remuneration Committee
and a member of the Audit Committee,
Nomination Committee and Risk
Management Committee. He is currently
a Partner of Fangda Partners specialising
in dispute resolution and contentious
regulatory compliance. He graduated

from Oxford University in England with a
Master’s Degree in Chemistry and from
Cornell University with a Master’s Degree
in Synthetic Organic Chemistry. He then
attended College of Law in Guildford,
England and obtained his Diploma in Law
(with Distinction) and Diploma in Legal
Studies. Before studying law in England, He
was a teaching fellow at Cornell University.
Prior to joining Fangda Partners to establish
its Hong Kong office in 2012. He was

a partner of the “Magic Circle Firms”,
specialising in resolving China related
disputes. He has extensive experience in
regulatory and corporate compliance.

Mr. LAW Yee Kwan, Quinn, JP, aged 68,
was appointed as an Independent Non-
executive Director of the Company on 30
May 2014. He is currently the Chairman

of Audit Committee, and a member of
Nomination Committee, Remuneration
Committee and Risk Management
Committee of the Company. He is an
honorary fellow of Hong Kong University of
Science and Technology (the “HKUST"),
and he presently serves as a court member
at the HKUST and a governing board
member of HKUST (Guangzhou). He began
his professional career at an international
accounting firm and thereafter had held
senior management positions with diverse
corporate and operational responsibilities
both in the private and public sector.

The Directors believe that Mr. Law has
accumulated extensive experience in
corporate governance and matters involving

internal control and risk management.

He is a fellow member of The Hong Kong
Institute of Certified Public Accountants
and the Association of Chartered Certified
Accountants. He held directorship in
several listed companies both in Hong
Kong and overseas in the past. During

the period from March 2008 to February
2013, he was the Deputy Chairman and
Managing Director of the Urban Renewal
Authority, a statutory organisation in Hong
Kong. He is currently also the independent
Non-executive Director of HKBN Limited
(stock code: 1310.HK), Bank of Tianjin Co
Ltd (stock code: 1578.HK) and BOC Hong
Kong (Holdings) Limited (stock code: 2388.
HK), all listed on the main board of Hong
Kong Stock Exchange.

Ms. YIEN Yu Yu, Catherine, aged 50,

was appointed as an Independent Non-
executive Director of the Company on

30 November 2018. She is currently a
member of Audit Committee, Nomination
Committee, Remuneration Committee

and Risk Management Committee of

the Company. She has over 20 years

of experience in the areas of corporate
finance, capital markets and mergers and
acquisitions, she also accumulated over
15 year of experiences in energy industry
as a result of her works. She is currently a
Managing Director of Rothschild & Co Hong
Kong Limited, the Deputy Chairman of the
Listing Committee of the Stock Exchange
and a member to the Advisory Committee
of the Securities and Futures Commission.
She is also an Independent Non-executive
Director of CIMC Enric Holdings Limited (a
company listed on the main board of Hong
Kong Stock Exchange, stock code: 3899.
HK). Ms. Yien was an Independent Non-
executive Director of the Company from
September 2004 to May 2016. Ms. Yien is
a holder of the Chartered Financial Analyst
designation and an ordinary member of
the Hong Kong Securities and Investment
Institute. She graduated from the Imperial
College of Science, Technology and
Medicine of University of London in England
with a Joint Honours Degree in Mathematics
with Management (BSc Hons).

Ms. ZHANG Jin, aged 47, is the Chief
Human Resources Officer of the Company.
She is responsible for the human resources
management and general administration
work, etc. She graduated from Renmin
University of China with a Bachelor’s
Degree in Economics and a Master’s
Degree in Management. Prior to joining the
Group in 2016, she served as the Chief
Administrative Officer of Shanda Games,
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the Senior Vice President of Shanda
Network Group, the Vice President of
Human Resources of Shanda Group and
the Vice President of Human Resources

of Lenovo Group. She has extensive
experience in corporate management. She
is currently a director of ENN Natural Gas
Co., Ltd. (formerly known as ENN Ecological
Holdings Co., Ltd., stock code: 600803)
and a director of ENC Data Technology Co.,
Ltd (formerly known as Beibu Gulf Tourism
Corporation Limited, stock code: 603869),
whose shares are listed on Shanghai Stock
Exchange.

Mr. LIU Jianfeng, aged 44, is currently
the Chief Financial Officer of the Company.
He is responsible for finance, legal affairs,
financial management and mergers and
acquisitions of the Company. He received
a Bachelor's Degree in Economics from
the Central University of Finance and
Economics and a Master’s Degree in Law
from China University of Political Science
and Law from 1995 to 2003. He then
received an MBA and a Master’s Degree

in Law from Boston College from 2012 to
2014. He is a member of the CPA Australia.
He held key financial management
positions in several companies in the oil
and gas industry in the past 10 years prior
to joining the Group. He served as the
Executive President and Financial Controller
of Geo-Jade Petroleum Corporation (a
company listed on the Shanghai Stock
Exchange, stock code: 600759). From
2014 to 2016, he held various positions in
Fosun International Limited (stock code:
656.HK), including Chief Financial Officer
of its energy group, General Manager

of its oil and gas business unit, and
Executive Director and Chief Financial
Officer of Roc Oil Company Limited. He
also served as the International M&A
Manager of CNOOC, Commercial Controller
and Financial Representatives of several
upstream projects from 2008 to 2012.

He has extensive experience in financial
management, asset restructuring, mergers
and acquisitions in the oil and gas industry,
and participated in a number of large-
scale multinational M&A transactions. Mr.
Liu also served in leading law firms in the
PRC, and is a qualified PRC lawyer and
corporate legal consultant. He has over 20
years’ experience in financial management,
asset management, onshore and offshore
mergers and acquisitions and investment.

Mr. XIONG Liang, aged 49, is the Executive
Vice President of the Company. He is
responsible for quality, occupational safety
and environmental protection of the Group.
He obtained a Bachelor’s Degree in QOil
Engineering and a Master's Degree in
Petroleum and Natural Gas Engineering
from Southwest Petroleum University in
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1994 and 2009 respectively, and then
obtained a doctorate degree in Safety
Science and Engineering from China
University of Geosciences (Wuhan) in
2020. Prior to joining the Group in 2018, he
served in CNOOC Tianjin Branch, Chevron
Joint Venture, Iran North Pars LNG Project
and CNOOC Safety and Environmental
Protection Company, and he was employed
as the safety emergency expert of Ministry
of Emergency Management of the People’s
Republic of China and State-owned

Assets Supervision and Administration
Commission of the State Council. Mr.
Xiong has over 25 years of experience

in the management of energy quality,
occupational safety and environmental
protection.

Mr. HUANG Zhenping, aged 41, is the
Chief Digital Officer of the Company, and
he is responsible for setting the strategic
direction for digital transformation of the
Group. He obtained a Master’s Degree

in Engineering from Wuhan University in
2011. Prior joining the Group in 2020, he
served as the Controller in Suning.com,
the President of Internet in Zhengbang
Group, the Vice President in Xianyi Holding
Co., Limited and President in xebest.

com, etc. Mr. Huang has accumulated
about 20 years of extensive experience in
innovative internet business, architecture
and operations of platforms, modern supply
chain management, Internet of Things and
enterprise digital transformation.

Ms. WU Xiaojing, aged 52, is the Senior
Vice President of the Company. She is
responsible for the marketing and sales of
Guangdong, Fujian and Hunan provincial
companies and the cultural building of the
Company. She graduated from the China
People’s Police University (formerly known
as The Chinese People’s Armed Police
Force Academy) in 1990 with a Bachelor
of Laws in Immigration Inspection and
obtained an executive Master’s Degree

in business administration from Beijing
University in 2011. Prior to joining the
Group in 2004, she served in the Southern
China branch of Beckman Coulter, Inc.
and was responsible for the business
development in the region. Ms. Wu has
extensive experience in the business
operation and market development for
energy companies.

Mr. JIANG Chaoxing, aged 50, is the
Senior Vice President of the Company. He
is responsible for the integrated energy
business, and the marketing and sales of
Inner Mongolia, Heilongjiang and Liaoning
provincial companies. He graduated from
The Northeast Electric Power University in
2010 with a major in Project Management
and obtained a Master’s Degree
subsequently. Prior to joining the Group

in 2017, he served in Shenwu Technology
Group Corp Co., Ltd. and Heilongjiang
Chenergy Investment Group Company
Limited as the Deputy General Manager,
and in Datang Qitaihe Power Generation
Co., Ltd as the General Manager. He

has extensive experience in market
development and integrated management.

Ms. SU Li, aged 48, is the Senior

Vice President of the Company. She is
responsible for the marketing and sales

of Zhejiang and Shanghai provincial
companies. She graduated from Shanghai
Jiao Tong University in 2015 and obtained
an Executive Master’s Degree in Business
Administration. After joining the Group in
2002, she held deputy general manager
and general manager positions of various
subsidiaries. Based on her outstanding
business development performance, she
was promoted as the regional general
manager and was responsible for the

sales and marketing in Zhejiang Province,
as well as the business expansion of
industrial parks projects. She has extensive
experience in business operation and
market development for energy companies.

Ms. MU Nini, aged 43, is the Joint Financial
Controller of the Company, assisting the
Chief Financial Officer in the Group’s

daily financial management, corporate
internal control, taxation and treasury
management. Ms. Mu graduated from
Qingdao Technological University in 2001
and received the Executive Master of
Business Administration from China Europe
International Business School (CEIBS)

in 2017. She holds the qualifications of
Senior Accountant and China Certified
Management Accountant in the PRC.
Before joining the Group in 2011, she
served as the accounting and financial
manager of Qingdao Haier Group and

the financial manager of Jiangsu Shenma
Electric Co., Ltd. Ms. Mu has extensive
experience in finance, corporate internal
control, taxation and treasury management.

Ms. LIANG Hongyu, aged 41, is the Joint
Financial Controller and Company Secretary
of the Company. She is responsible

for investor relations management and

the implementation of good corporate
governance. She joined the Group in

2011 and prior to being appointed as the
Company Secretary, she was the Deputy
General Manager and General Counsel

of ENN Finance Company Limited (a
subsidiary of the Company). She has over
15 years of experience in relation to capital
market transactions and legal work. She
holds a Master’s Degree in International
Business and Corporate Law from the
University of Lancaster in England and she
is a PRC qualified lawyer.
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CORPORATE
GOVERNANCE REPORT

Corporate governance is the collective responsibility of the board of directors of the
Company (the “Board”) and the Board strongly believes that good corporate governance

is fundamental in ensuring the proper management of the Company in the interests

and expectation of all of its stakeholders. The Board is conscious about continuous
improvement in the arena of corporate governance, including but not limited to an effective
board of directors, prudent internal and risk controls, transparency as well as clear and
comprehensive disclosure and, most importantly, take prompt actions in responding to
identified improved opportunities.

Directors and Senior Management

Corporate Governance Report
Directors’ Report
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Leadership

BOARD GOVERNANCE
Code of Corporate Governance
Model Code
Onboarding Guideline for directors
Board mandate
Articles of association

Effectiveness

BOARD COMPOSITION
4 EDs, 2 NEDs and 4 INEDs
All directors are appointed with a specific
term of 3 years and are subject to rotation
Diverse skills, knowledge and experience

CORPORATE STRATEGY
Set strategy
Oversee financial performance and
ESG development of the Group

EVALUATION
Board evaluation process via
questionnaire covering the Board'’s
effectiveness, and develop measures
for improvement

INFORMATION & SUPPORT
Good information flow between the
Board and the management
Access to independent professional
advice and support from Company
Secretary
Management are invited to attend
Board/Committee meetings to present
and answer questions to facilitate the
decision-making process

Accountability

]

COMMITTEES

e 4 Board committees and 4
responsibility committees have been
established

e Board committees and responsibility
committees report to the Board

MANAGEMENT PROCESS

e Day-to-day management by the
management (executive directors and
senior management) and report to the
Board

Engagement

CONSTRUCTIVE USE OF GENERAL

MEETINGS

* Accessible AGM

e Committee chairmen available at AGM
to answer questions (in person or via
dial-in)

¢ Notice is sent out more than 21
business days before each meeting
(this exceed the requirement of Code of
Corporate Governance)

DIVERSITY
Board Diversity Policy
Diversity of skills and expertise (See page
51)

COMMITMENT
All directors are committed to devoting
sufficient time and attention to the
Company’s affairs

INDEPENDENCE
Meeting of non-executive directors
without the executive directors presence

RISK MANAGEMENT AND INTERNAL CONTROL

e Regular review and monitor risk
management process

e Robust assessment of principal risks and
effectiveness of internal controls

e “Risk management and Internal
Controls” (see page 53 to page 54)

DIALOGUE WITH SHAREHOLDERS

* Enhance shareholder communications by
electronic channels

e QOrganise shareholders’ visits to enhance
their understanding on the Group’s
development and other businesses

e Updates on shareholders visits provided
to the Board

CONTINUOUS PROFESSIONAL

DEVELOPMENT
Directors receive various trainings and
development programmes to refresh
their skills and knowledge and to keep
up to date with current development
Participate in the Company’s key
projects, and understand the
Company’s development

THE ROLE OF THE COMPANY SECRETARY
Review and implement corporate
governance practices
Provide advice and support to directors
Keep directors updated on legislative,
regulatory and governance matters

FINANCIAL REPORT AND AUDITORS

¢ “Independent Auditor's Report” (see
page 74 to 76)

e External Auditor’s independence and
appointment

e Internal Audit function

ENVIRONMENTAL, SOCIAL AND

CORPORATE GOVERNANCE (ESG)

e Green Finance Framework published

e ESG Committee and ESG Working
Group as a robust support

e Separate ESG report publication since
2018

COMMUNICATION CHANNELS WITH

STAKEHOLDERS

e Teleconferences and webcasts for
analysts and media briefings

* |nvestment community
communications including roadshows

e Publication of financial reports,
announcements, circulars and press
releases

e Company’s website
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Board Activities during 2020

The key areas of Board activities during the year are as follows.

Directions

Reviewed the Group’s position and all the challenges the Group will be facing, the
impacts arising from changes in policies and digitalisation, as well as the resources
and skills the business may require in future

Discussed business plans and opportunities, as well as long-term directional strategy
for the growth of the Group

Considered and approved connected transactions with the controlling shareholder
due to business needs

Risk Management and Internal Controls

Reviewed the Group’s risk appetite and assessed changes in external and internal
risk level, imminent risks and mitigating actions

Reviewed the effectiveness of the Group’s risk management and internal control
systems

Accountability

Discussed the outcome of the Board evaluation and effectiveness review, and agreed
improvement opportunities

The Chairmen of Audit Committee, Remuneration Committee, Nomination
Committee, Risk Management Committee and Responsibility Committees updated
the Board on the proceedings of their meetings, including the key discussion points
and any areas of concern

Reviewed major corporate governance related reports

People and Leadership

Reviewed the Board structure, size, composition and diversity, as well as the
independence of independent non-executive directors

Reviewed and evaluated the fee of directors

Reviewed the development of people and compensation of the directors and the
senior management

Considered the changes of directors and composition of the Board to support the
strategic directions of the Company

Financial, Operational and Business Performance

Reviewed the interim and annual results, approved the interim and annual reports
Reviewed and approved the material funding plan
Declared dividends

Reviewed the operating results of the Group’s core business and regular
updates for financial and investment
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The Company is committed to high-quality corporate governance practices, so the Board and the management of the Company have been
continually reviewing and enhancing the corporate governance practices with reference to local and international standards. Since its listing
on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”), the Company has adopted the Code of Corporate Governance as
contained in the Appendix 14 to the Listing Rules (the “CG Code”) as the main guideline for corporate governance. The Company also
continues to monitor developments in the arena of corporate governance externally to ensure the suitability and robustness of its corporate
governance framework in light of the rapidly changing business environment and to meet the expectations of stakeholders.

For the year ended 31 December 2020, the Company was in compliance with all provisions of the CG Code. The Board believes that its
continuous efforts in enhancing the Company’s corporate governance practices have, directly and indirectly, contributed to the strong
business growth of the Company and its subsidiaries (the “Group”) in the past years. The Company is honoured to have continuously
received numerous awards from independent bodies over the previous years in recognition of the Group’s achievements in its business
and management. The latest awards garnered during the year are set out in the section headed “Awards & Rankings” under the “ENN at a
Glance” on page 5 of this annual report.

The Company reviews the compliance of the Corporate Governance Code and the Corporate Governance Report on an annual basis in
order to ensure that the Company has complied with the code provisions, and make reference and execute applicable best recommended
practices to achieve continuous improvement of corporate governance.

The Company has adopted the “Model Code for Securities Transactions by Directors of Listed Issuers” (the “Model Code”) set out in
Appendix 10 to the Listing Rules as the code of conduct for securities transactions by the directors of the Company. After having made
specific enquiry, the Company confirms that the Board have complied with the Model Code throughout the year.

Senior managers and staff, who because of their office in the Company are, likely to be in possession of Inside Information (which term shall
bear the same meaning as in the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) (the “SFO")) of the Company, have
also been requested to comply with the provisions of the Model Code.

According to the articles of association of the Company, the Board is a standing decision-making body of the Company. It assumes the
responsibility of leadership and management of the Group, and focuses on overall strategies and policies, with a special emphasis on

the Group’s growth and financial performance. The Board is also responsible for performing the corporate governance functions of the
Company, including developing, reviewing and monitoring of the Company’s corporate governance policies and practices, compliance with
legal and regulatory requirements and codes applicable to employees and directors of the Company, reviewing the Company’s compliance
with the CG Code and disclosures in its Corporate Governance Report.

The Board has established board committees and other responsibility committees, they performed their duties and report to the Board in
accordance with their respective terms of references. Details have been set out in below under the section headed “Board Committees”
and “Other Responsibility Committees”. The Board has delegated insignificant and more cumbersome board matters, however required
board approvals, to Management Committee (details have been set out in below under the section headed “Management Committee”). The
Management Committee has to report its decisions made to the Board bi-yearly. The Board has delegated the daily operations of the Group
to executive directors and senior management of the Company (collectively the “Management”). Whenever the Board delegates its powers
in management and administrative functions to the Management, they have simultaneously provided clear guidance, especially as to under
what circumstances the Management should report to and obtain approval from the Board before making any decisions or entering into any
undertakings on behalf of the Company.

The Chairman of the Board and the Management will ensure all directors (including the Independent Non-executive Directors) of the
Company have access to adequate, complete and timely information so that they can make informed decisions and discharge their duties
and responsibilities as directors. Directors may request further briefing or explanation on any aspect of the Group’s operations or business
and seek advice from the Company Secretary on the Company’s compliance management matters, including Board procedures and
corporate governance practices. Where appropriate, they can also seek independent professional advice at the Company’s expenses.

The Company has insured director’s liability insurances for the directors, which provided protection to the directors for liabilities that might
arise in the course of their performance of duties according to law and facilitate directors to fully perform their duties.

In order to ensure the all directors of the Company devote sufficient time to the affairs of the Company, they have to disclose to the Company,
upon their appointment, of their offices held in other public companies or organisations and other significant commitments, if any. They
need to disclose to the Company from time to time for any changes and the time involved annually. No independent non-executive directors
served seven listed companies or more. The directors of the Company have confirmed that they have given sufficient time and attention to
the affairs of the Company for the year ended 31 December 2020.
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Appointment, Re-election and Retirement of Directors

The Nomination Committee of the Board is responsible for evaluating the appointment of new directors or filling the vacancies of directors,
advising to the Board and submitting for approval at the shareholders’ general meeting upon approval by the Board. All directors of the
Company have entered into service agreements/formal letters of appointment with the Company, each for a term of three years, subject to
retirement by rotation in accordance with the articles of association of the Company. Article 116 of the articles of association of the Company
provides that at each annual general meeting, one-third of the directors for the time being (or if their number is not a multiple of three, the
number nearest to but not less than one-third) shall retire from office by rotation, provided that every director shall be subject to retirement
by rotation at least once every three years. Also, pursuant to Article 99 of the articles of association of the Company, any director appointed
to fill a casual vacancy or as an addition to the Board is subject to re-election at the next following general meeting or next following annual
general meeting of the Company.

Board Operational Efficiency

The Board has completed an assessment about the performance of the Board on 14 December 2020. The results of the questionnaire
showed that 90% of the directors were satisfied or very satisfied with the performance of the Board. Some directors put forward suggestions
to the Chairman and the Company Secretary to further enhance the effectiveness of the Board. The Company responded immediately

and formulated improvement measures. The Board believes that regular reviews of its own performance are essential for good corporate
governance and board effectiveness, and will continue to be reviewed at least once a year.

Board Composition

As at the date of this report, the Board had 10 directors, made up of 4 executive directors, 2 non-executive directors and 4 independent
non-executive directors. Details are as follows:

Gender

Executive Directors ® Male
o 20% Female
Non-executive Directors
Independent
Non-executive Directors
Executive directors: Non-executive directors: Independent non-executive directors:
Mr. Wang Yusuo (Chairman) Mr. Wang Zizheng Mr. Ma Zhixiang
Mr. Zheng Hongtao (Vice Chairman) Mr. Jin Yongsheng Mr. Yuen Po Kwong
Mr. Zhang Yuying (President) Mr. Law Yee Kwan, Quinn
Mr. Wang Dongzhi Ms. Yien Yu Yu, Catherine

The directors of the Company have different expertise and relevant industrial experience and background, such as legal, accounting and
finance, economics, corporate governance and industry expertise, etc. providing valuable contributions and advices to the Group in relation
to its business development. Independent non-executive directors are committed to ensuring that the Board safeguards the interests of all
the shareholders of the Company, and takes into account the concerns of stakeholders ensuring the fairness and reasonableness of the
Board resolutions to promote the sustainable development of the Company. A list of the directors of the Company and their role and function
is available on the websites of the Company and the Stock Exchange, and the biographical details of each of the directors of the Company
are set out on pages 34 to 36 of this annual report.

As at the date of this report, except that Mr. Wang Zizheng (Non-executive director of the Company) is the son of the Chairman, no
relationship (neither financial, business nor family) exists among members of the Board, and in particular, there is no relationship (neither
financial, business nor family) between the Chairman and chief executives.
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Chairman and Chief Executive

The posts of the Chairman and the Chief Executive of the Company are responsible by different persons to ensure a balance of power and
authority and their roles are segregated with a clear division of responsibilities set out in writing.

Mr. Wang Yusuo is the Chairman of the Board (the “Chairman”) who is responsible for the management of the Board. Throughout the year,
Chairman is responsible for ensuring the effective functioning of the Board, monitoring the performance of the Chief Executive Officer/Joint
Vice Chairman/Vice Chairman and the Management, and establishing good corporate governance practice. During the year, the Chairman
held a meeting with the independent non-executive directors without the presence of other executive directors.

The daily management of the Group’s operation, including the Group’s strategic planning, execution and business expansion etc., is borne
by Chief Executive Officer/Joint Vice Chairman/Vice Chairman, and they report to the Board. During the year, Mr. Han Jishen, being the Chief
Executive Officer/Joint Vice Chairman of the Company, was responsible for the daily management of the Group’s operation until 2 November
2020 when he resigned as a director of the Company due to job redesignation. Mr. Zheng Hongtao has been appointed as the executive

director and Joint Vice Chairman of the Company on 14 September 2020, he then took up the full responsibility of daily operation of the

Group upon the resignation of Mr. Han Jishen. Mr. Zhang Yuying, being the President, is responsible for assisting the Chief Executive Officer/
Joint Vice Chairman/Vice Chairman to lead the senior management to execute the strategies and plans set out by the Board, and focusing
on the daily management of the Group’s operation, strategy execution review and deviation correction, and achievement of business goals.

Non-executive Directors

Same as executive directors, the non-executive directors (including the independent non-executive directors) of the Company have a term
of appointment of three years. They have the same duties of care and skill and fiduciary duties as the executive directors.

Independent Non-executive Directors

The independent non-executive directors are specifically responsible for providing independent judgement to the Board. They will take the
lead where potential conflicts of interests arise in the decision making of the Board and monitor the Company’s performance in achieving
agreed corporate goals and objectives and the relevant reporting.

During the year, the Board has at all times complied with the requirements of the Listing Rules about the qualification and number of the
independent non-executive directors, including the appointment of at least three independent non-executive directors, of which at least
one has appropriate professional qualification, or accounting or related financial management expertise pursuant to Rule 3.10 of the Listing
Rules, and pursuant to the requirement of Rule 3.10A of the Listing Rules, the Company’s independent non-executive directors representing
at least one-third of the Board.

Although Ms. Yien Yu Yu, Catherine has served the Company for more than nine years, her works in investment banking and listing
committee are close to capital market operation and corporate compliance development. She resigned as a director of the Company in May
2016, and was re-appointed as a director of the Company in November 2018. Hence, the Board believes that she is still capable of bringing
a fresh perspective and independent judgment to bear on issues of strategy, performance, accountability, key appointments and standards
of conduct. The Company has received from each independent non-executive director a written confirmation of his/her independence
pursuant to the requirement of the Listing Rules. With reference to such confirmations, the Company, to its best knowledge, considers all
the independent non-executive directors fulfilled the guidelines on independence as set out in Rule 3.13 of the Listing Rules and all to be
independent. The respective capacity of independent non-executive director is expressly identified in all corporate communications that
disclose the names of the directors of the Company.
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Meetings of the Board

The Board meet regularly to keep abreast of the Group’s conduct, business activities, operational performance and latest development.
Notice of a regular Board meeting is given to all directors of the Company at least 14 days in advance. Directors are invited to include items
which they wish to be included in the agenda for the same to be finalised and the agenda will, together with the relevant meeting papers, be
given to the directors at least three days prior to a Board or Board committee meeting.

The Company has adopted below practices to facilitate the working of an effective and accountable Board:
° Send the Group’s market and media updates to the directors of the Company on a bi-weekly basis.

o Send the report about the operational, investment and financial performance of the Group to the directors of the Company on a monthly
basis.

o As most of the directors of the Company are on occasional, and sometimes unexpected, business trips and/or are stationed in different
regions of China, apart from encouraging them to attend in person, the directors could attend the meeting through electronic means
of communication. For simple and straight forward Board resolutions, or a resolution that has been fully communicated through
different communication channels and obtained the consent of all directors before the meeting, the Company Secretary will suggest
the resolutions to be passed in the form of a written resolution with the relevant materials circulated together to the full Board.

° Where a director is unable to attend a meeting, he/she is informed about the matters to be discussed and encouraged to express his/
her views to the Chairman of the Board or the Company Secretary prior to the meeting.

o Agree and execute an annual plan for Board meetings and Board committee meetings as well as corporate events with directors by the
Company secretary at the end of the previous year to reserve their times for attendance.

o In relation to notifiable transactions/issues about the Company, external independent professional advices will be sought upon request
by the directors of the Company, the expenses will be borne by the Company.

o The Company has set up an independent board committee comprising independent non-executive directors to review all discloseable
connected transactions of the Company or other transactions which the committee considered to have conflicts of interests, and an
independent financial advisor will be engaged to give independent opinion on such transactions to the Board.

The Company Secretary is responsible for taking minutes of Board and Board committee meetings with details of the matters considered by
the Board and decisions reached, including any concerns raised by the members of the Board or dissenting views expressed, as well as the
recommendations to improve the Company’s corporate governance and internal control systems. Minutes of the Board meetings and Board
committees meetings have been recorded in sufficient details, and maintained by the Company Secretary for inspection by any directors of
the Company within a reasonable time upon a reasonable notice given.
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Directors’ attendance

The Board held six meetings (including four regular meetings, but excluding Board approvals obtained by circulating written resolutions)
during 2020 and other additional meetings when Board approvals are needed for other issues. Details of the directors’ attendance record of
Board meetings and general meetings during the year are as follows:

Attendance/number of meetings held
Regular meetings Annual general meeting

Executive directors:

Wang Yusuo 4/4 1/1
Cheung Yip Sang (Note 1) 1/1 0/0
Han Jishen (Note 2) 3/3 11
Zheng Hongtao (Note 3) 11 11
Zhang Yuying 4/4 1/1
Wang Dongzhi 4/4 1/1

Non-executive directors:
Wang Zizheng (Note 4) 4/4 0/1
Jin Yongsheng (Note 4) 3/3 1/1

Independent non-executive directors:

Ma Zhixiang 4/4 171

Yuen Po Kwong 3/4 1/1

Law Yee Kwan, Quinn 4/4 1/1

Yien Yu Yu, Catherine 4/4 1/1
Notes:

1. On 13 May 2020, Mr. Cheung Yip Sang retired but not elected himself as a director of the Company in the 2020 annual general meeting.
2. On 2 November 2020, Mr. Han Jishen resigned as an executive director of the Company.
3. On 14 September 2020, Mr. Zheng Hongtao was appointed as an executive director of the Company.

4. On 16 March 2020, Mr. Wang Zizheng was re-designated as a non-executive director of the Company. On the same date, Mr. Jin Yongsheng was
appointed as a non-executive director of the Company.

Directors’ Training and Professional Development

Directors are encouraged to participate in continuous professional development to develop and refresh their knowledge and skills to ensure
their contribution to the Board remains informed and relevant.

During the year, newly appointed directors of the Company had been offered an induction training and briefed on director’s responsibilities
under the relevant legal and regulatory requirements (including but not limited to the Companies Ordinances, the Listing Rules and the
SFO). They were provided with an information memorandum on directors’ duties and obligations which assists them in understanding their
responsibilities as a director of the Company. During the year, the Company has arranged two training programmes about environmental,
social and corporate governance for the directors and senior management, including the anti-corruption and environmental compliance

to strengthen their awareness of the relevant issues. In addition, the Company also arranged two exchange meetings for the directors and
senior management, including the implementation of the hedge accounting, and research and references of energy market in the United
Kingdoms. The directors and senior management have received training materials about the amendments on the Listing Rules for references
as well from the Company Secretary.

President/Vice Chairman of the Company updated the business and prospects of the Group in detail to the Board twice during the year,
providing the directors of the Company an update on the operation and business of the Group, as well as the development of the energy
industry. During the year, the Company reported to the directors (especially the independent non-executive directors) of the Company the
progress of the Group’s key projects through video conferencing.

For the year ended 31 December 2020, all the directors of the Company had provided their training records to the Company.
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To streamline its duties and uphold good corporate governance, the Board allocates certain of its executive and monitoring functions to
four Board committees, namely the Audit Committee, the Remuneration Committee, the Nomination Committee and the Risk Management
Committee, which are comprised of directors only.

Audit Committee

The Audit Committee is made up of all independent non-executive directors and is mainly responsible for reviewing the interim and annual
financial statements of the Group and the effectiveness of the financial reporting, risk management and internal control systems, as well as
making recommendation to the Board on the appointment, reappointment and removal of external auditor, and related matters. A written
term of reference explaining its role and the authority delegated to it by the Board is published on the websites of the Company and the Stock
Exchange.

All members have sufficient experience in reviewing the effectiveness of the risk management and internal control systems, the internal
audit functions, as well as reviewing the audited financial statements as aided by auditors and senior management of the Group whenever
required. Mr. Law Yee Kwan, Quinn and Ms. Yien Yu Yu, Catherine, being the members of the Audit Committee, have appropriate
professional qualifications, or accounting and/or related financial management expertise and experience.

Four Audit Committee meetings were held during the year. The Chief Financial Officer, head of internal audit function and the
representatives of the external auditor also attended the relevant meetings. Attendance of the members is set out below:

Attendance/number
Members of meetings held Number of meetings
Law Yee Kwan, Quinn (Chairman of the 4/4
Audit Committee)
Ma Zhixiang 4/4 1 OO (y 1 OO cy
Yuen Po Kwong 4/4 (@) (@)
Yien Yu Yu, Catherine 4/4 Attendance Independence

The Audit Committee held meetings during the year principally for the following issues:

o reviewed the consolidated financial statements of the Group for the year ended 31 December 2019 and the six months ended 30 June
2020, and significant financial reporting judgements contained in them;

o reviewed the continuing connected transactions of the Group for the year ended 31 December 2019 under the Listing Rules;

° discussed with the external auditor the impact of any changes in accounting policies as well as the nature and scope of annual audit
and interim review before the commencement of the audit work, and their reporting responsibilities;

° reviewed the external auditor’s independence, objectivity and the effectiveness of the audit process in accordance with applicable
standards;

o made recommendations to the Board on the appointment and reappointment of external auditor, and approved the remuneration and
terms of engagement of the external auditor;

° listened to the work report of the head of internal audit department, and reviewed the effectiveness of the Group’s risk management
and internal control systems bi-yearly, and made recommendations to the Board; and

° assessed whether there were adequate resources, staff qualifications and experience, training programmes and budget of the
Company’s accounting, financial reporting and internal audit functions provided by the Management.
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Auditors’ remuneration

For the year ended 31 December 2020, audit services were provided to the Group by Deloitte Touche Tohmatsu (“Deloitte”), the auditors
of the Company, and the amounts of remuneration paid and payable in connection therewith are as follows:

Approximate Amount

(RMB)

Annual audit services 6,700,000
Non-audit services — interim results review service 2,533,000
— issuance of bonds related service 747,000

Total 9,980,000

Save as disclosed above, the Group did not engage Deloitte to provide other services during the year and up to the date of this report.

As stated by the Audit Committee to the Board, the Audit Committee is of the view that service fees paid/payable by the Company to external
auditor for the services provided for the year were reasonable. External auditor had no material disagreement with the management of the
Company during the year.

Remuneration Committee

The Remuneration Committee is made up of all independent non-executive directors of the Company and is responsible for establishing

a formal and transparent procedures for developing the overall remuneration policy and structure for all directors and senior management
of the Company and making recommendations about the remuneration of individual directors and senior management to the Board, and
ensuring no director or any of his/her associates is involved in deciding his/her own remuneration. A written term of reference explaining its
role and the authority delegated to it by the Board is published on the websites of the Company and the Stock Exchange.

The objective of the remuneration policy of the Company is to maintain at a reasonable and competitive remuneration package so as to
attract and retain the best employees to serve the needs for the development of the Company. The remuneration package consists of fixed
and variable remuneration, cash and benefits in kind, including but not limited to: basic salary which is fixed to commensurate with market
rate and each individual's experience and ability; year-end bonus and/or share options granted with reference to an individual employee’s
position, performance and ability to contribute to the overall corporate success (the granting of share options is subject to shareholders’
mandates as required and the applicable laws and regulations of relevant jurisdictions) and/or award shares; and other customary and/or
mandatory benefits to employees, such as retirement fund scheme, insurance and paid holiday, with reference to prevailing practices in
relevant jurisdictions. In evaluating the remuneration packages for directors and senior management of the Company, the Remuneration
Committee takes into consideration various factors such as salaries paid by comparable companies, time commitment, responsibilities
and employment terms elsewhere in the Group. Most of the remuneration of the directors and senior management of the Company are
linked with the Company and personal performance, such as environmental, social and corporate governance performance indicators.

If employees violate applicable rules and regulations, depends on circumstances, his/her monthly performance sharing, year-end value
sharing and/or medium to long term incentives payments, will be deducted as punishment.

One Remuneration Committee meeting was held during the year. Attendance of the members is set out below:

Attendance/number
Members of meetings held Number of meetings
Yuen Po Kwong (Chairman of the 1/1

Remuneration Committee)

LMain$;ziaKrfan, Quinn 51 ]_ OO % ]_ OO %

Yien Yu Yu, Catherine 1/1 Attendance Independence
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In addition to the meetings held by the Remuneration Committee, resolutions were passed by way of written resolutions after all members
received sufficient detailed information for consideration. The works of Remuneration Committee during the year are as follows:

° reviewed the policy and structure of remuneration for all directors and senior management of the Company, and made
recommendations to the Board on the establishment of a formal and transparent procedure for developing remuneration policy;

o made recommendations to the Board on the remuneration of the executive directors and senior management of the Company for year
2020;

o reviewed the fees of the non-executive directors (including independent non-executive directors) of the Company; and

o approved the terms of services contract and remuneration packages of directors appointed during the year, and made
recommendations to the Board.

The remuneration payable to the directors and senior management of the Company for the year ended 31 December 2020 fell within the
following bands:

Remuneration Bands (HK$) Number of individuals

0 to 1,000,000

1,000,001 to 1,500,000
2,000,001 to 2,500,000
2,500,001 to 3,000,000
3,000,001 to 3,500,000
4,500,001 to 5,000,000
5,000,001 to 5,500,000
6,000,001 to 6,500,000
7,000,001 to 7,500,000
7,500,001 to 8,000,000
8,000,001 to 8,500,000
8,500,001 to 9,000,000

Total

— = = = =W~ = NN DN O

N
—

Details of Directors’ remuneration and equity interest in the Company held by the Directors for the two years ended 31 December 2020 and
2019 respectively are listed out in Note 12 and Note 45 to the consolidated financial statements.

Nomination Committee

The Company has established Nomination Committee which the chairman is the Chairman of the Board, and the majority of the members
are independent non-executive directors. The Nomination Committee is responsible for reviewing the structure, composition and diversity
of the Board, identifying and making recommendations to the Board of suitable candidates as directors, making recommendations to

the Board on matters relating to the appointment and re-appointment of directors, succession planning for directors, and evaluating the
independence of independent non-executive directors. A written term of reference explaining its role and the authority delegated to it by the
Board is published on the websites of the Company and the Stock Exchange.

The Board adopted its “Nomination Policy” and “Board Diversity Policy”, details had been uploaded onto the Company’s website. The
“Nomination Policy” aims to provide guidance to the Nomination Committee of the Company to identify and evaluate an appropriate
candidate. It offers assistance to the Board and makes recommendations to the Board on, among others, the appointment or re-appointment
of directors and succession planning for directors. Candidate is required by the Nomination Committee to provide personal information in
prescribed form, and the Nomination Committee may take such measures that it considers appropriate in connection with its identification
and evaluation of a candidate. Suitable candidate will be nominated by Nomination Committee to the Board with reasons of recommendation
and voting intention of the Nomination Committee for the Board'’s consideration. The objective of the “Board Diversity Policy” is that the
appointments of director should be based on merit with due regard for the benefits of diversity to the Board. In determining the composition
of the Board, the Company seeks to achieve board diversity through consideration of a number of factors, including but not limited to gender,
age, cultural and educational background, ethnicity, professional experience, skills, knowledge and length of service.
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In accordance with the Nomination Policy and the Board Diversity Policy, the Nomination Committee had reviewed the structure and
composition of the Board in the first quarter of 2020, the Board adopted its recommendations and made major adjustments to the Board
and the Board committees, including (i) streamlined structure, no longer having the position of executive chairman, as well as a chief
executive officer and vice chairman/joint vice chairman at the same time; (ii) reduced the number of executive directors and increased
the number of non-executive directors, so as to bring more objective and independent views to the Board; and (iii) after the smooth
succession of directors, adjusted the Board composition according to business needs, so as to ensure that the Board could maintain an
appropriate balance between the continuity of experience and Board refreshment. In the third quarter of 2020, due to the completion

of the reorganisation at the controlling shareholders’ level, the Chairman of the Board introduced Mr. Zheng Hongtao to the Board in
consideration of the development and needs of the Company. After receiving the list of candidates for new director and the proposal to
change the composition of the Board, the Nomination Committee had a dialogue with the Chairman of the Board to understand the reasons
for the recommendation and change, and assessed the merits of the candidate to the Company and the Board. In the selection process,
the Nomination Committee evaluated the personal characteristics, field expertise, professional knowledge, industry qualifications and
management experience of the candidate. After synthesising the evaluation opinions of all members on the candidates, the Nomination
Committee made recommendations to the Board. In the fourth quarter of 2020, after receiving Mr. Han Jishen’s resignation, the Nomination
Committee made recommendation to the Board to accept his resignation and made adjustment to the composition of the Board.

One Nomination Committee meeting was held during the year (resolutions passed by way of written resolutions were not included).
Attendance of the members is set out below:

Attendance/number
Members of meetings held Number of meetings
Wang Yusuo (Chairman of the 1/1
Nomination Committee)
Cheung Yip Sang (Note 1) 1/1
Jin Yongsheng (Note 1) 0/0
Ma Zhixiang 1/1
Yuen Po Kwong 1/1 1 OO O/ 66 7 (y
Law Yee Kwan, Quinn 171 (@) . (@)
Yien Yu Yu, Catherine 1/1 Attendance Independence
Note:

1. On 16 March 2020, Mr. Cheung Yip Sang ceased to be a member of Nomination Committee. On the same date, Mr. Jin Yongsheng had been appointed
as a member of the Nomination Committee of the Company.

In addition to the meetings held by the Nomination Committee, resolutions were passed by way of written resolutions after all members
received sufficient detailed information for consideration. The works of Nomination Committee during the year are as follows:

° reviewed the structure, size and composition (including the skills, knowledge and experience) of the Board and made
recommendations on any proposed changes to the Board to complement the Company’s corporate strategy;

o considered the candidates nominated by the member of the Board and made recommendations to the Board after evaluation;
° assessed the impact on the operation upon resignation of director and made recommendations to the Board;
° assessed the independence of independent non-executive directors; and

o made recommendation to the Board on retirement plan of the Directors in annual general meeting according to the requirements of
the articles of associations of the Company.
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Currently, the Board reflects various genders, cultural and educational backgrounds, and professional. The directors’ average years of
service is 9, therefore they have deep knowledge of the Group. They have a broad range of individual attributes, interests and values,
experiences and skills are balanced, therefore the Nomination Committee and the Board are of the view that the Board is diversified.

2 5 2
40-49 50-59 Over 60

Cultural and 3 4 3
educational Undergraduate degree or below Master’s degree Doctorate degree
background
5 2 3
Energy Legal Accounting and finance
2 5 3
Below 5 5-10 Over 10

K 5 2

0 company 1 company 3 companies

Age
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Length of service
(WCED)

Directorship in
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Risk Management Committee

The Risk Management Committee is responsible for assisting the Board to evaluate and determine the class and extent of the risks the
Group is willing to take in achieving its strategic objectives, and to ensure the Group has established and maintained suitable and effective
risk management and internal monitoring systems. Its written terms of reference is published on the websites of the Company and the Stock
Exchange.

Further information relating to the key features and measures of risk management and internal monitoring systems is set out in the section
“Risk Management and Internal Control”. One Risk Management Committee meeting was held during the year. Attendance of the members
is set out below:

Attendance/number
Members of meetings held Number of meetings

Zheng Hongtao (Chairman of the Risk 1/1
Management Committee) (Notes 2,3)

Wang Zizheng (Note 1) 0/0

Han Jishen (Notes 1,3) 0/0

Zhang Yuying 171

Wang Dongzhi (Note 1) 11

Ma Zhixiang 11

Yuen Po Kwong 171 1 OO O/ 0]
Law Yee Kwan, Quinn 1/1 (@) 57 /o
Yien Yu Yu, Catherine 1/1 Attendance Independence

Notes:

1. Mr. Wang Zizheng was redesignated to be a non-executive director of the Company on 16 March 2020, therefore he ceased to be the chairman and
member of the Risk Management Committee. On the same date, Mr. Han Jishen was appointed as the chairman of the Risk Management Committee,
while Mr. Wang Dongzhi was appointed as a member of the Risk Management Committee.

2. On 14 September 2020, Mr. Zheng Hongtao was appointed as a member of the Risk Management Committee.

3. Mr. Han Jishen resigned as an executive director and vice chairman of the Company on 2 November 2020, therefore he ceased to be the chairman
and a member of the Risk Management Committee. One the same date, Mr. Zheng Hongtao was appointed as the chairman of the Risk Management
Committee.
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The Risk Management Committee held meeting during the year to handle, among others, the followings:

° listened to the work reports from the Management, considered the changes in the nature and extent of significant risks, and the
Company'’s ability to respond to the changes in its business and the external environment;

o reviewed the Group’s risk management procedure for identifying, assessing and managing the substantial risks; and

° made recommendations on the optimisation of the risk management and the internal monitoring systems to the Board.

In order to make effective use of the Board’s valuable time and resources, the Board has established other responsibility committees to
handle insignificant and cumbersome Board matters, environmental, social and corporate governance report, share award scheme and
discloseable connected transactions etc.. The responsibility committees may include non-director as members.

Management Committee

The Board has established the Management Committee (formerly known as “Executive Committee”) on 21 March 2019 comprising
all executive directors appointed by the Board from time to time. The Management Committee is responsible for the insignificant and
cumbersome Board affairs which need approvals from the Board.

During the year, the Management Committee held 13 meetings which dealt with the opening of bank accounts, changes in authorised
signers of the bank accounts and related matters, as well as approving the acceptance of facilities offered by certain banks and the provision
of guarantee to wholly owned subsidiaries of the Company.

Environmental, Social and Corporate Governance Committee

The Board has established the ESG Committee on 21 March 2019 comprising four directors, namely Mr. Zheng Hongtao, Mr. Wang
Dongzhi, Mr. Wang Zizheng and Mr. Ma Zhixiang which is responsible for formulating and reviewing the Company’s environmental, social
and corporate governance (the “ESG”) policies and practices, setting the Company’s ESG goals, updating major ESG issues and ESG risks
regularly, and making recommendations to the Board; reviewing and monitoring the training and continuous professional development

in ESG by directors and the senior management of the Company; and reviewing and monitoring the Company’s policies and practices in
compliance with rules and regulations.

During the year, the ESG Committee held two meetings to review the results of work relating to ESG in 2019 and formulate a work plan for
2020 to 2021. The Company is committed to improving the management of ESG, actively responding to the topics concerned by the capital
market, and constantly integrating ESG culture and strategies into its daily operation. During the year, MSCI, a prestige ESG rating agency,
upgraded the Company’s ESG rating from BB to BBB. For more information on our ESG development, please refer to our upcoming 2020
Environmental, Social and Corporate Governance Report.

Share Award Committee

The Board has established the Share Award Committee on 30 November 2018, currently comprising four directors (namely Mr. Ma
Zhixiang, Mr. Yuen Po Kwong, Mr. Law Yee Kwan, Quinn and Mr. Wang Dongzhi), Company Secretary Ms. Liang Hongyu and also the Chief
Human Resource Officer Ms. Zhang Jin, is responsible for the execution of the Board’s instruction and the administration of the Share Award
Scheme.

During the year, the Share Award Committee held a meeting to grant notional gain of 62,000 Award Shares to two outperformed employees.

Independent Board Committee

The Board has established the Independent Board Committee on 23 October 2020 comprising all independent non-executive directors of
the Company as appointed by the Board from time to time, for the purpose of, among others, reviewing and recommending for the Board’s
approval of all discloseable connected transactions of the Company, and assessing the appropriateness of the continuing connected
transactions of the Company, as well as the matters the Board deemed to be appropriate such as identification and judgement on potential
competing business. Ms. Yien Yu Yu, Catherine currently is the chairman of the Independent Board Committee.

During the year, the Independent Board Committee held a meeting to approve the continuing connected transactions in relation to the
revision of annual caps under the existing master LNG terminal usage services agreement and the new master natural gas purchasing
agreement. An independent financial adviser was engaged voluntarily by the Board to advise the Independent Board Committee on such
transactions.
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Financial reporting

The directors are responsible for preparing financial statements for every financial year of the Company with the support of the finance
team. The Board is collectively responsible for ensuring a balanced, clear and understandable assessment of the Group’s annual and
interim reports and other financial disclosures and reports under statutory requirements. In order to enable the Board to make an
informed assessment of the financial and other information before its approval, the Board is provided with general financial information
with explanation thereof (if appropriate) of the Group on a regular basis, as well as monthly report on operation, investment and financial
performance to enable them to assess the Company’s operational performance and financial position in a timely manner. Moreover, the
management also regularly meets with the directors to present results and discuss any variance between the budget and the actual results.
During the year, the Audit Committee discussed and assessed with the Management and external auditor the issues that may affect the
going concern of the Group, such as the impact of Covid-19 pandemic on the Group’s operation.

The accounting and finance department of the Company, headed by the Chief Financial Officer of the Company, is specifically responsible
for the accounting and financial reporting functions of the Group and for coordinating and supervising the relevant departments of all the
operating subsidiaries of the Company. A majority of the staff of such departments possess academic qualifications and extensive working
experience in accounting and financial reporting. The Group also provides continuous training seminars, on-the-job training and offers
allowance for external training programmes by professional bodies to motivate the staff to enhance and refresh their knowledge on an

on- going basis. The dedicated staff responsible for preparing the annual and interim reports have professional knowledge on Hong Kong
Financial Reporting Standards, the Listing Rules and Companies Ordinance to ensure the reports complied with relevant standards, rules
and regulations. They are responsible for clearing audit matters for the annual and interim reports with the external auditor and then the
Audit Committee. In addition, all new and amended accounting standards and requirements, as well as any changes in accounting policies
adopted by the Group such as the adoption of hedge accounting, have been thoroughly discussed and approved by the Audit Committee
before adoption by the Group.

The consolidated financial statements are prepared on a going concern basis, the Board is of the view that they give a true and fair view of
the financial position, performance and cash flow of the Group for the year ended 31 December 2020, and the disclosure of other financial
information and report therein complies with relevant legal requirements.

A statement of the reporting responsibility of the external auditor is set out in the Independent Auditor's Report on pages 74 to 76 of this
annual report.

Risk Management and Internal controls

The Board is responsible for the Group’s risk management and internal control systems, setting appropriate policies and reviewing the
effectiveness of the risk management and internal control systems. These strategies and policies are aimed at evaluating and determining
the nature and extent of the risks that are compatible with the Group’s strategic objectives and risk appetite, with main purpose for provision
of reasonable assurance against material misstatement or loss rather than absolute elimination of the risk of failure to achieve business
objectives.

The Risk Management Committee that set up by the Board is responsible for overseeing and reviewing the risk management and internal
control systems of the Group, as well as monitoring the management’s design, implementation and monitoring functions on the risk
management and internal control systems. Through the reporting and recommendation given by the independent internal audit team, the
Audit Committee is responsible for reviewing and commenting on the effectiveness of the risk management and internal control systems.

The processes used to identify, evaluate and manage significant risks by the Group are summarised as follows:

o Identifies risks that may potentially affect the Group’s business and operations, the nine category of risks include policy and price risk,
compliance risk, operational risk, media risk, legal risk, health, safety and environmental risk, market risk, financial risk and climate
changes; and

o Through the daily communication between the Management and the operational departments (covering the Group’s market,
engineering, procurement, operation and maintenance, etc.), from bottom to top, and paying attention to the development and change
of international and domestic political and economic situation, identify other risks that may have a potential impact on the Group’s
business and operation.
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° Assesses the risks identified by using the assessment criteria developed by the management; and

o Considers the impact on the business and the likelihood of risk occurrence.

o Prioritises the risks by comparing the results of the risk assessment;
o Determines the risk management strategies and internal control procedures to prevent, avoid or mitigate the risks; and

° Strengthens the monitoring and warning function of the internal control and risk management systems continuously based on the
result of risk assessment, including the use of digital applications to achieve dynamic early alert of business risks, providing business
with risk control rules and standards, business based risk scenarios and coping strategies, customised solutions, and professional risk
communication platform; and

° Provides different trainings according to the needs of different groups of people, including online safety certification training for all staff,
anti fraud/anti-corruption training for key personnel, etc., promotion of compliance culture and enhance risk prevention awareness and
risk alert capability of all staff.

° Establishes hierarchical supervisory responsibilities in the Group to ensure that risk monitoring is objective and effective;

o Performs ongoing and periodic monitoring of the risk and ensures that appropriate internal control procedures are in place;
° Revises the risk management strategies and internal control procedures in case of any significant change of situation; and
° Reports the results of risk monitoring to the management and the Board regularly.

After consolidation from the subsidiaries and a holistic review of the Group, the management of the Company submitted a written report on
the effectiveness of the Group’s risk management and internal control systems to the Audit Committee for review on a yearly basis.

The management has reported and confirmed to the Audit Committee and the Board that no significant control failings or weaknesses that
have been identified during the year, and the risk management and internal control systems (including financial, operational and compliance
controls) have been effective and adequate for the year ended 31 December 2020 and the Board has considered the results of the review
of the Audit Committee and confirmed that the Group’s risk management and internal control systems are effective.

Internal Audit Team

The Group has established an internal audit team, which assesses the adequacy and effectiveness of the risk management and internal
control systems of the Group regularly, and reports to the Audit Committee and the Board on the audit results semi-annually and makes
recommendations to the management and the Board to address the significant deficiencies of the system or problems that identified during
the monitoring process. The internal audit team has the right of access to all information of the Group to perform its duties.

Whistleblowing Policy

The Company is committed to achieving and maintaining the highest corporate cultures of openness, probity and accountability. Apart
from setting up strict “ENN Compliance Code” and “Policy on Anti-Fraud, Corruption and Bribery”, a whistleblowing policy is also in
place to create a system for the employees and business partners to raise concerns to the Audit Committee and the Board about possible
improprieties relating to the Group. The identity of the whistleblower will be treated with the strictest confidence.
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Inside Information

Regarding the disclosure of inside information, the Company has a mechanism in place for monitoring its business development so that
potential inside information can be promptly identified and escalated up. In determining whether certain information constitutes inside
information, the Company adopts a bottom-up approach to escalate information about business developments of the organisation. The
final decision on the outcome of inside information assessment shall rest with the Board. The Board will ensure the Company following
the requirements to disclose information in accordance with the SFO and the Listing Rules and conducts its affairs with close regard to
the “Guidelines on Disclosure of Inside Information” issued by the Securities and Futures Commission to promote consistent disclosure
practices. The Company designates the directors of the Company, the Chief Financial Officer/Financial Controller, the Company Secretary
and staff responsible for investor relations who is properly delegated to speak on behalf of the Company when communicating with external
parties such as investors, analysts or media. Other internal control measure such as limiting the number of employees on a need-to-

know basis and management preview, designation of project codes and assignment of project coordinators to monitor the maintenance of
confidentiality for the projects, etc. are instituted in the reporting procedures. The Company has also included in its Code of Conduct a strict
prohibition on the unauthorised use of confidential or inside information. The Company’s Information Disclosure Policy is available on the
Company's website.

During the year, the Company sought for advice from the compliance advisor in accordance with the requirements of information disclosure
under the SFO and the Listing Rules from time to time. The Board is of the view that the Company’s procedures on and internal control of
handling and disseminating inside information are effective.

Ms. Liang Hongyu (“Ms. Liang”) is a full-time employee of the Company, therefore all directors of the Company are provided with advices
and services by the Company Secretary. During the year, she reported to the Chairman of the Board on corporate governance issues and
was responsible to provide assistance to the Chairman, the Board and Board committees, and ensure good information flow within the Board
and the policy and procedures of the Board are followed.

During the year, Ms. Liang undertook over 15 hours of professional training to update her skills and knowledge in accordance with the
requirement under rule 3.29 of the Listing Rules. Her biography is set out on page 37 under the section headed “Directors and Senior
Management” of this annual report and on the Company’s website.

In order to protect the best interests of the Group and uphold the integrity of independence from its controlling shareholder, the Company

entered into the Deed of Non-compete Undertakings with its controlling shareholder on 18 April 2002, which was amended by entering the
Supplemental Deed of Non-competition on 21 November 2013 to specify the restricted scopes of business. Such amendment was approved
by an extraordinary general meeting held on 30 December 2013. Details of the amended Deed of Non-compete Undertakings are set out in
the circular of the Company dated 9 December 2013.

Effective communication

The Board believes that effective communication of full and clear information of the Company is the key to enhance corporate governance
standards and shareholders’ confidence. The Company has adopted its “Shareholders Communication Policy” with an aim to ensure our
shareholders are provided with ready, equal and timely access to balanced and understandable information about the Company (including
the Group’s financial performance, strategic goals and plans, material developments, governance and risk profile), in order to enable our
shareholders to exercise their rights in an informed manner, and to allow our shareholders to engage actively with the Company.

The Group uses several formal channels to ensure fair disclosure and comprehensive and transparent reporting of its performance and
activities, including issue/publication of, among others, annual report and interim report, announcement, circular and press release both in
English and Chinese, in order to provide our shareholders and the capital market with the Company’s latest development, these information
are posted and made available for downloading at the Company’s website. Constantly being updated in a timely manner, the website
contains a wide range of additional information on the Group’s business activities.
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As a part of the day-to-day investor relations programme, the senior management holds regular briefings with institutional investors and
financial analysts as well as media, and announces our annual and interim results. To facilitate communications with our shareholders and
the capital market, Directors and designated staff members maintain dialogue with investors and analysts through face-to-face interaction,
road show and investors relations promotion activities.

Annual general meeting (“AGM”) provides a constructive forum to maintain communication with shareholders, and shareholders are
encouraged to attend AGM to ensure a high level of accountability and allow our shareholders to understand the strategy and development
of the Group. The Company will arrange the Chairman of the Board and the respective chairman of each of the Board Committees, or if
failing so due to unexpected and/or uncontrollable reasons, his/their duly appointed delegate(s), to attend the general meetings to exchange
views with shareholders and answer their questions. All Directors are encouraged to attend general meetings and develop a balanced
understanding of the view of shareholders.

The external auditor will also be invited to attend the AGM of the Company to answer questions about the conduct of the audit, the
preparation and content of the auditors’ report, the accounting policies and auditor’s independence.

The notice of the AGM is distributed to all shareholders at least 21 clear business days prior to such AGM and the accompanying circular
also sets out details of each proposed resolution and other relevant information as required under the Listing Rules. Separate resolutions are
proposed on each substantially separate issue, including the election or re-election of each Director nominated.

To ensure the votes cast are properly counted and recorded, it is the practice of the Company to appoint representatives of its branch share
registrar as scrutineer of the voting procedures in general meetings.

Therefore, the Board considers that the Company’s shareholder communication policy is still valid.

Shareholders’ enquiries

Shareholders should direct their questions about their shareholdings to the Company’s Hong Kong Branch Share Registrar and Transfer
Office.

Shareholders may make enquiries with the Board at the general meetings. Alternatively, shareholders may send written enquiries

together with their contact details (such as postal address or email address) to the principal place of business of the Company in Hong Kong
at Rooms 3101-04, 31st Floor, Tower 1, Lippo Centre, No. 89 Queensway, Hong Kong or to send e-mail to the Company (email address:
enn@enn.cn).

Procedures to convene extraordinary general meetings and putting forward proposals at general meetings

Pursuant to article 72 of the articles of association of the Company, any two or more members of the Company or any one member of the
Company which is a recognised clearing house (or its nominee(s)) may convene a general meeting by depositing at the principal office of
the Company in Hong Kong the written requisition specifying the proposed agenda and signed by the requisitionist(s), provided that such
requisitionist(s) hold(s) as at the date of deposit of the requisition not less than one-tenth of the paid up capital of the Company which carries
the right of voting at general meetings of the Company.

If the Board does not within 21 days from the date of deposit of the requisition convene the meeting in accordance with the established
procedures, the requisitionist(s) themselves or any of them representing more than one-half of the total voting rights of all of them, may
convene the general meeting in the same manner, as nearly as possible, as that in which meetings may be convened by the Board provided
that any meeting so convened shall not be held after the expiration of three months from the date of deposit of the requisition, and all
reasonable expenses incurred by the requisitionist(s) as a result of the failure of the Board shall be reimbursed to the requisitionist(s) by the
Company.

Subject to the articles of association of the Company and the law of Cayman Islands, the Company may by ordinary resolution at a general
meeting elect any person to be a director either to fill a casual vacancy on the Board, or as an addition to the existing Board. Shareholders
may nominate any person other than the directors of the Company to be a candidate for director at a general meeting, shareholders may

refer to “Procedures for Putting Forward Proposals at General Meetings” under “Shareholders’ rights” on the Company website for details.
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General meetings held during the Year

Affected by the Covid-19 pandemics, the Company held the shareholders’ meeting in the form of “network + site” for the first time during the
year. The AGM held on 13 May 2020 at Room C, 5/F, United Centre, 95 Queensway, Admiralty, Hong Kong. As the Company also arranged
to update its business development and strategy to shareholders after the shareholders’ meeting, the number of shareholders participating
in the meeting increased significantly compared with previous years. In addition to the proposed resolutions, the Management also delivered
an update to the shareholders about the latest development of the Group. All ordinary resolutions proposed at the AGM were passed as
more than 95% of the votes were cast in favour of these resolutions. The Chairman of the Board and the chairmen of the Board committees
attended the AGM, details of their attendance record are set out in the section headed “Directors’ attendance”. The resolutions considered
and approved mainly include:

o To receive and consider the audited consolidated financial statements for the year ended 31 December 2019 together with the
directors’ and independent auditor’s reports;

° To declare a final dividend of HK$1.67 per share for the year ended 31 December 2019;

. To re-elect retiring Directors and to authorise the Board to fix its Directors’ remuneration;

o To re-appoint external auditor and to authorise the Board to fix their remuneration; and

° To grant a general mandate to the Directors to issue new shares of the Company and repurchase shares of the Company.

The full text of the above resolutions was set out in the Notice of the AGM of the Company dated 6 April 2020. The poll result of the AGM
was published on the websites of the Stock Exchange and the Company.

The Company values the opinion from shareholders, investors and the public, therefore the Company established an investor relations
department, which is responsible for communicating with institutional and other investors regularly, so as to enhance the transparency of
the Group and collect opinions from the market.

Regular investor relations activities are conducted to facilitate the communications, including projects visits, non-deal roadshows, investor
conferences, etc.

Shareholders, investors and the media can make enquiries to the Company through the following means:

Hotline telephone number: (852) 2528 5666/(86) 316 2599928

By fax: (852) 2865 7204

By post: Rooms 3101-04, 31st Floor, Tower 1, Lippo Centre, No. 89 Queensway, Hong Kong
Attention: Ms. Shirley Kwok/Ms. Grace Wei/Ms. Olivia Xia

By email: ir@enn.cn

The latest information on investor relations is uploaded on the link http://ir.ennenergy.com.

During the year, the memorandum and articles of association were not amended by the Company. The latest consolidated version of the
Company’s memorandum and articles of association has been published on the websites of the Company and the Stock Exchange.

By order of the Board
WANG YUSUO
Chairman

Hong Kong, 22 March 2021



DIRECTORS’
REPORT

The Directors are pleased to present this annual report together with the Group’s audited Consolidated Financial Statements (the

“Consolidated Financial Statements”) for the year ended 31 December 2020.

The Company is an investment holding company. The Group is principally engaged in investment and construction, as well as operation and
management of gas pipeline infrastructures, integrated energy stations and vehicle and ship refuelling stations, the sales and distribution of
piped gas, liquefied natural gas and other multi-energy products, and energy trading business and provision of other services in relation to
energy supply in the PRC.

A list of principal subsidiaries as of 31 December 2020 and their particulars are set out in Note 56 to the Consolidated Financial Statements.

The Group’s revenue is driven primarily from business activities conducted in China, an analysis of the Group’s performance for the year by
operating segment is set out in Note 7 to the Consolidated Financial Statements.

The Company is committed to providing a more detailed and comprehensive review in different sections of this annual report about the
Group's business in 2020, the relevant disclosures are set out below:

Disclosures

Relevant sections

1)

(7)

Fair review of the Group’s business for the year ended 31

December 2020 (including an analysis using financial key .

performance indicators)

Description of the principal risks and uncertainties facing by
the Group

Particulars of important events affecting the Group that have
occurred since the end of the financial year 2020

Future development in the Group’s business

Compliance with the relevant laws and regulations that have
a significant impact on the Company

The Group’s environmental policies and performance

The Group’s relationship with key stakeholders

Chairman’s Statement (pages 14 to 21)

Management Discussion and Analysis (pages 22 to 33)

Management Discussion and Analysis (pages 22 to page
33)

Notes 5 and 53 to the Consolidated Financial Statements

There were no important events after the reporting period

Chairman’s Statement (pages 14 to 21)

Management Discussion and Analysis (pages 22 to 33)

Section in this report
Corporate Governance Report (pages 38 to 57)

2020 Environmental, Social and Governance Report to be
published by end of April 2021

Section in this report
Chairman’s Statement (pages 14 to 21)

2020 Environmental, Social and Governance Report to be
published by end of April 2021

Section in this report

2020 Environmental, Social and Governance Report to be
published by end of April 2021
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Environmental Policies and Performance

The Group’s mission is “Building a Modern Energy System, Co-building a Better Ecology”. With an aim to meet customers’ needs, the Group
leverages its clean energy reserve and transportation resources accumulated for a long time and develops the most efficient tailor-made
energy solutions for clients through its system efficiency technology platforms. The Group reduced the harm to the environment caused
by economic development by promoting clean energy and conducting energy saving and emission reduction projects. In 2020, the Group
recorded a volume of 28,678 million cubic meters of natural gas sales for city-gas and energy trading business, equivalent to reducing 38.14
million tons of standard coal and reducing 37.16 million tons of carbon dioxide. A total of 119 integrated energy projects had been put into
operation during the year, the Group recorded 12,042 million Kwh of energy sales for cooling, heat, electricity and steam etc., equivalent to
reducing 1,476,085 tons of standard coal for customers’ energy consumption, and reducing 4,444,264 tons of carbon dioxide emission.

Compliance with Laws and Regulations

The Group understands the importance of complying regulatory requirements. The existing compliance procedures of the Group are in place
to ensure adherence to applicable laws, rules and regulations, in particular those which have significant impact on the Group. The Board
reviews and monitors the Group’s policies and practices on compliance with relevant legal and regulatory requirements in a regular basis.
Any changes in the applicable laws, rules and regulations are brought to the attention of relevant employees and relevant operation units
from time to time.

During the year under review, to the best of our knowledge, the Group has complied with the Companies Laws of the Cayman Islands,
Cap. 622 of the Hong Kong Companies Ordinance, the Listing Rules, the Securities and Futures Ordinances, and other relevant rules and
regulations. In addition, the subsidiaries of the Group continue to comply with applicable local laws and relevant laws and regulations that
have a significant impact on their business and operations. During the year, the Company was not aware of any special laws and regulations
that have a significant impact on the business and operation of the Group.

Relationships with Key Stakeholders

The Group’s success depends on the support from key stakeholders which comprise shareholders, customers, suppliers and employees,
etc. Therefore, the Group attaches great importance to the valuable opinions from the stakeholders, and actively understands their demands
and expectations of the Group through two-way communication via different channels and platforms, and these provide a strong basis for
the formulation or adjustment to the Group’s sustainable development strategies.

Shareholders

The Group targets to foster business development for achieving sustainable earnings growth and rewarding shareholders by stable dividend
payouts, taking into account capital adequacy levels, liquidity positions and business expansion needs of the Group.

Customers

Providing quality services to customers is the foundation for sustainable development of the Company. The Group continues to promote
the improvement of service quality, creates diversified services and communication channels, and is committed to providing customers
with high quality services and safe products. The percentage of the revenue attributable from the Group’s five largest customers was
approximately 4%.

Suppliers

Suppliers are important partners for the sustainable development of the Company. The Group continues to optimise the supply chain
management system, drives partners to grow together. During the year, the percentage of the purchases attributable from the Group’s five
largest suppliers was approximately 17%.
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Employees

We know the success of our Company depends on the contributions of our employees, so we regard our employees as valuable assets of the
Group. The Group has different talent training programs for employees to participate in to ensure that employees continue to add value and
make the greatest contribution to the Group. The Group also has a system to encourage employees to mobilise internally between different
departments, strengthen collaboration, cultivate more “all-rounded” talents who have deepened understanding about the Group’s business,
and provide special training to potential management trainees for succession planning of the Group.

More than 99% of the Group’s employees work in China. The Group determines remuneration based on individual performance, job nature
and responsibilities involved. The Group provides on-the-job training as well as optimal benefits packages for employees, including medical
welfare, retirement plans, year-end bonuses and other incentives. The Group also encourages employees to work and rest in an orderly
manner, and adopt a work-life balance.

The remuneration of directors and senior management are recommended by the remuneration committee of the Company for the Board’s
approval, having regard to comparable companies’ paid remuneration, working hours, responsibilities assumed, and employment conditions
for other positions of the Group. No Directors or executives, nor any of his/her associates, is involved in deciding his/her own remuneration.
Details are set out in Note 12 to the Consolidated Financial Statements and the Corporate Governance Report on pages 38 to 57 of this
annual report.

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 page 77 in this Annual Report.

The Company'’s dividend policy allows shareholders to share the Company’s profits while reserving sufficient reserves for the Group’s future
development. Subject to the financial performance of the Company, the Company intends to share its profits with shareholders in the form
of annual dividends. Barring unforeseen circumstances, the Company intends to maintain annual dividends in an amount of no less than
15% of the Group’s annual consolidated net profit attributable to the owners of the Company. Proposed dividends, if any, will be declared
at the discretion of the Board and will depend upon, among others things, the Group’s general financial conditions and strategies, expected
operating cash flows and capital expenditure needed for future expansion, surplus, contractual restrictions, actual and expected government
financial conditions, macroeconomics and such other factors as the Board may deem relevant.

The Directors recommend the payment of a final dividend of HK$2.10 (equivalent to approximately RMB1.77) per ordinary share and
special dividend of HK$0.32 (equivalent to approximately RMB0.27) per ordinary share to the shareholders on the register of members on
Tuesday, 18 May 2021. The total dividend amount is approximately RMB2,302 million, and remaining profit for the year of approximately
RMB3,918 million is retained. The distributions to shareholders are subject to the approval by shareholders at the 2021 annual general
meeting to be held on Monday, 10 May 2021. For the purpose of ascertaining shareholders who are entitled to the final dividend and special
dividend, the register of members of the Company will be closed from Monday, 17 May 2021 to Tuesday, 18 May 2021, both days inclusive,
during which period no transfer of shares of the Company will be effected.

Details of the summary of the published financial information of the Group for the past ten financial years are set out on pages 12 to 13 in
this Annual Report.

Details of the movements during the year in property, plant and equipment of the Group are set out in Note 16 to the Consolidated Financial
Statements.

Details of movements during the year in the share capital of the Company are set out in Note 39 to the Consolidated Financial Statements.

Save for Share Option Schemes and Share Award Scheme as disclosed in this Annual Report, no equity-linked agreements were entered
into during the year or subsisted at the end of the year.

There are no provisions for pre-emptive rights under the Company’s articles of association, or the laws of the Cayman Islands, which would
oblige the Company to offer new shares on a pro-rata basis to existing shareholders.
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During the year, neither the Company nor any of its subsidiaries had purchased, sold or redeemed any of the Company’s listed securities,
except that the trustee of the Share Award Scheme, pursuant to the terms of the rules and trust deed of the Share Award Scheme,
purchased 270,000 shares of the Company on the exchange at a total consideration of HK$19,027,495.

According to the applicable laws of the Cayman Islands, the Company’s reserve available for distribution as at 31 December 2020 amounted
to RMB3,930 million.

Details of movements during the year in the reserves of the Group and the Company are set out in the consolidated statement of changes in
equity on page 80 in this Annual Report and Note 57 to the Consolidated Financial Statements.

Details of bank and other loans of the Group are set out in Note 40 to the Consolidated Financial Statements.

The list of Directors of the Company during the year and up to the date of this report is set out below:

Executive Directors:

Mr. Wang Yusuo

Mr. Cheung Yip Sang (retired on 13 May 2020)

Mr. Han Jishen (resigned on 2 November 2020)

Mr. Zheng Hongtao (appointed on 14 September 2020)
Mr. Zhang Yuying

Mr. Wang Dongzhi

Non-executive Directors:

Mr. Wang Zizheng (re-designated from executive director to non-executive director on 16 March 2020)
Mr. Jin Yongsheng (appointed on 16 March 2020)

Independent Non-executive Directors:

Mr. Ma Zhixiang

Mr. Yuen Po Kwong

Mr. Law Yee Kwan, Quinn
Ms. Yien Yu Yu, Catherine

In accordance with article 99 of the Company’s Article of Association, Mr. Zheng Hontao shall retire at the forthcoming annual general
meeting (“AGM”) of the Company, while in accordance with article 116 of the Company’s Article of Association, Mr. Wang Yusuo, Mr. Wang
Zizheng, Mr. Ma Zhixiang and Mr. Yuen Po Kwong, shall retire by rotation at the forthcoming AGM of the Company. All the above retiring
Directors are eligible and offer themselves for re-election. Details of these Directors proposed for re-election are set out in the circular sent
together with this Annual Report.

Mr. Zheng Hongtao had been appointed as an executive director of the Company on 14 September 2020. Mr. Cheung Yip Sang retired as
an executive director of the Company due to other work commitment on 13 May 2020. Mr. Han Jishen resigned as an executive director of
the Company on 2 November 2020 due to job redesignation. They has confirmed that he has no disagreement with the Board and there is
no matters in relation to his resignation that needs to be brought to the attention of the shareholders of the Company or The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).

As of 31 December 2020, none of the Directors had entered, or proposed to enter, into any service contract with any members of the Group
which does not expire or is not determinable by the Group within one year without compensation (other than statutory compensation).

The Company has received an annual confirmation from each Independent Non-executive Director with each confirming his/her
independence pursuant to rule 3.13 of the Listing Rules, and the Company still considers such Directors as independent of the Company.

The biographical details of the Directors of the Company are set out on pages 34 to 36 of this Annual Report.
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The articles of association of the Company provides that every director shall be indemnified out of the assets of the Company against all loss
or liability incurred or sustained by him as such director in defending any proceedings, whether civil or criminal, in which judgment is given
in his favour, or in which he is acquitted.

The Company has taken out insurance against the liabilities and costs associated with defending any proceedings which may be brought
against the Directors of the Company.

Directors’ interests or short positions in shares, underlying shares and debentures

As at 31 December 2020, the interests and short positions of each Director and chief executive of the Company in the shares, underlying
shares and debentures of the Company and its associated corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (“SFQ”)) as recorded in the register required to be kept under section 352 of Part XV of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers (“Model Code”),
Appendix 10 to the Rules Governing the Listing of Securities (“Listing Rules”) on the Stock Exchange, were as follows:

Approximate

Interests percentage of

in shares Total the Company's

Corporate pursuant to aggregate total issued

Name of Director Capacity Personal interests interests share options interests share capital

Wang Yusuo (“Mr Wang”)  Beneficial owner and interest 289,600 369,175,534 1,060,000 370,525,134 32.84%
of controlled corporation (Note)

Zhang Yuying Beneficial owner - - 200,525 200,525 0.02%

Wang Dongzhi Beneficial owner - - 320,000 320,000 0.03%

Wang Zizheng Beneficial owner - - 420,000 420,000 0.04%

Jin Yongsheng Beneficial owner 10,000 - - 10,000 0.00%

Ma Zhixiang Beneficial owner - - 60,000 60,000 0.01%

Yuen Po Kwong Beneficial owner - - 60,000 60,000 0.01%

Law Yee Kwan, Quinn Beneficial owner - - 60,000 60,000 0.01%

Yien Yu Yu, Catherine Beneficial owner 106,000 - 60,000 166,000 0.01%

Note:

Such shares are beneficially owned by Mr. Wang and Ms. Zhao Baoju (“Ms. Zhao”), the spouse of Mr. Wang through their controlled corporations,
including Langfang City Natural Gas Company Limited (“LCNG”), ENN Investment Holdings Company Limited (“EIH"), ENN Group International
Investment Limited (“EGII”), ENN Natural Gas Co., Ltd. (“ENN-NG”) and Xinneng (Hong Kong) Energy Investment Limited (“Xinneng HK").

Details of the Directors’ interests in share options and award shares granted by the Company are set out under the heading “Share-
based Compensation Scheme” in this report.
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Directors’ interests or short positions in shares, underlying shares and debentures (continued)

Number of Subscribed Percentage of
Company Name Name of Director Capacity shares share capital share capital
RMB

LCNG Mr. Wang Beneficial owner (Note) - 64.39 million 100%

EIH Mr. Wang Interest of controlled corporation 8,000,000,000 - 100%

EGII Mr. Wang Interest of controlled corporation 1,000 - 100%

ENN-NG Mr. Wang Beneficial owner and interest of 1,966,053,704 - 75.62%
controlled corporation

Xinneng HK Mr. Wang Interest of controlled corporation 2,132,377,984 - 75.62%

Beijing Xinyi Aite Art Development  Mr. Wang Beneficial owner and interest of - 10 million 100%
Company Limited* controlled corporation

Xinyi Theater (Langfang) Culture  Mr. Wang Beneficial owner and interest of - 10 million 100%
Development Company Limited* controlled corporation

ENN Group Co., Ltd.* Mr. Wang Beneficial owner and interest of 4,987,770,000 - 99.76%
controlled corporation

Yicheng Yijia Internet Technology ~ Wang Zizheng Beneficial owner - 80 million 20%

Company Limited*
Xi'an Data IT Company Limited*  Wang Zizheng Beneficial owner - 40 million 20%

* For identification purpose only

Note: Such shares are beneficially owned by Mr. Wang and Ms. Zhao.

Save as disclosed above, as at 31 December 2020, there were no other interests or short positions of the Directors and chief executives in
any shares, underlying shares or debentures of the Company or any of its associated corporations (within the meaning of Part XV of the SFO)
in the register maintained by the Company pursuant to section 352 of Part XV of the SFO or as otherwise notified to the Company and the

Stock Exchange pursuant to the Model Code.
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The Company operates share option schemes (“Share Option Scheme”) and share award scheme (“Share Award Scheme”) for the purpose
of attracting, retaining and incentivising major employees. The eligible persons for the schemes are employees (including directors) and
business consultants who contributed to the success of the Group. The company has also formulated Shares and Options Management
Regulations as the Company’s management guidelines for granting share options and Award Shares. The purpose of this management
regulations refers to the implementation of the Company’s concept of value sharing, co-creation and sharing, aligning the interests of
selected persons and shareholders, focusing on the Company’s medium and long-term business, and promoting the long-term sustainable
development of the group.

The number of share options granted to employees (including directors) and business consultants under the Share Option Schemes
depends on their roles. Three to four years as a cycle, and the granted share options would be vested equally in three or four years. If the
roles of the employees (including directors) and business consultants granted during the cycle are adjusted or their evaluation results exceed
expectations or there are newly selected participants, the Company may grant them Award Shares as a supplement, the vesting conditions
and mechanisms will be consistent with the Share Option Scheme. The chairman of the Board and non-executive directors of the Company
do not have performance targets, but they must be remained employed by the company by the time of vesting. Moreover, other directors and
employees are subject to performance targets. The performance targets cover both financial indicators and non-financial indicators, among
them, financial indicators mainly include sales revenue, net profit, and per capita profit, while non-financial indicators include sales volume,
capacity building, industrial coordination, risk management and control. Those performance targets are formulated and allocated based on
the Group’s long-term development goals, annual guidance and prioritised works. The performance target is set at the beginning of each
year and strictly appraised at the beginning of the following year. In case of failure to meet the performance targets, unless in the discretion
of the Board, the share options would be lapsed.

Share Option Schemes

The Company has adopted the “2002 Scheme” and the “2012 Scheme” of the share option schemes pursuant to an ordinary resolution
passed at an extraordinary general meeting of the Company held on 21 May 2002 and passed at an annual general meeting of the Company
held on 26 June 2012 respectively.

The following table discloses details of the Company’s share options held by the employees (including directors) and business consultants,
and movements in such holdings under the 2002 Scheme and 2012 Scheme during the year:

Number of Number of
shares subject shares subject
to outstanding to outstanding

options as at Exercised Lapsed Reclassified options as at
Exercise 1 January during during during 31 December
Grantee Date of grant  Exercise period price 2020 the year the year the year 2020
(Note 1) (HK$) (Note 3) (Note 2)
2002 Scheme

Employee 14.06.2010  14.12.2010-13.06.2020 16.26 100,000 (100,000) - - -
14.06.2010  14.06.2012-13.06.2020 16.26 100,000 (100,000) - - -
Total 200,000 (200,000) - - -

2012 Scheme - Batch 1
Directors 09.12.2015  01.04.2017-08.12.2025 40.34 230,500 (106,000) - 35,500 160,000
09.12.2015  01.04.2018-08.12.2025 40.34 442 575 (167,700) - (114,875) 160,000
09.12.2015  01.04.2019-08.12.2025 40.34 538,775 (176,025) - (202,750) 160,000
09.12.2015  01.04.2020-08.12.2025 40.34 581,250 (217,975) (96,575) (106,175) 160,525
Employees 09.12.2015  01.04.2017-08.12.2025 40.34 205,250 (38,650) - (35,500) 131,100
09.12.2015  01.04.2018-08.12.2025 40.34 366,261 (329,212) - 114,875 151,924
09.12.2015  01.04.2019-08.12.2025 40.34 560,474 (514,924) (17,750) 202,750 230,550
09.12.2015  01.04.2020-08.12.2025 40.34 1,425,000 (662,314) (426,950) 106,175 441911

Sub-total 4,350,085 (2,212,800 (541,275) - 1,596,010
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Share Option Schemes (continued)

Number of Number of
shares subject shares subject
to outstanding to outstanding

options as at Exercised Lapsed Reclassified options as at
Exercise 1 January during during during 31 December
Grantee Date of grant  Exercise period price 2020 the year the year the year 2020
(Note 1) (HK$) (Note 3) (Note 2)

2012 Scheme - Batch 2
Directors 28.3.2019 01.04.2020-27.03.2029 76.36 15,000 - - - 15,000
28.3.2019 01.04.2021-27.03.2029 76.36 768,200 - - (240,000) 528,200
28.3.2019 01.04.2022-27.03.2029 76.36 768,400 - - (240,000) 528,400
28.3.2019 01.04.2023-27.03.2029 76.36 768,400 - - (240,000) 528,400
Employees 28.3.2019 01.04.2020-27.03.2029 76.36 1,061,300 (365,700) (246,000) - 449,600
28.3.2019 01.04.2021-27.03.2029 76.36 2,539,900 - (31,500) 240,000 2,748,400
28.3.2019 01.04.2022-27.03.2029 76.36 2,541,400 - (31,500) 240,000 2,749,900
28.3.2019 01.04.2023-27.03.2029 76.36 2,541,400 - (31,500) 240,000 2,749,900
Business 28.3.2019 01.04.2020-27.03.2029 76.36 201,000 (109,500) - - 91,500
Consultants ~ 28.3.2019 01.04.2021-27.03.2029 76.36 201,000 - (22,500) - 178,500
28.3.2019 01.04.2022-27.03.2029 76.36 201,000 - (22,500) - 178,500
28.3.2019 01.04.2023-27.03.2029 76.36 201,000 - (22,500) - 178,500
Sub-total 11,808,000 (475,200) (408,000) - 10,924,800
Total 16,158,085 (2,688,000) (949,275) - 12,520,810

Notes:
1. The vesting period of the share options is from the date of the grant until the commencement of the exercise period.

2. A total number of 12,355,110 shares, representing 1.09% of the issued share capital of the Company as at the date of this report are available for issue
under the 2012 Scheme. The vesting of certain part of the 12,355,110 share options is subject to the fulfilment of performance target.

3. The weighted average closing price of the Company’s shares immediately before the dates on which the share options were exercised is approximately
HK$99.77.

Pursuant to the 2012 Scheme, the Company granted 12,000,000 share options (“2012 Scheme — Batch 1”) and 12,328,000 share options
(“2012 Scheme — Batch 2”) on 9 December 2015 and 28 March 2019 respectively to directors, employees and business consultants who
contributed to the success of the Group.

The Company’s Shares and Options Management Regulations has a withdrawal mechanism. The regulations state that if the grantee makes
mistakes, errors, omissions, rule-abiding or frauds during the performance of his duties, depending to the extend of loss brought to the
Company and the severity, to decide whether to take action to return/withdraw current year’'s or unvested share options. In addition, the
share options may be lapsed for other reasons such as resignation, dismissal and job re-designation.

Details of the share options are set out in Note 45 to the Consolidated Financial Statements.
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Directors’ right to acquire shares

Pursuant to the Company’s Share Option Schemes, the Company has granted options to subscribe for the Company’s ordinary shares in
favour of certain Directors, the details of which are as follows:

Number of Number of
shares subject shares subject
to outstanding to outstanding

options as at Exercised Lapsed Reclassified options as at

Exercise 1 January during during during 31 December

Name of Director Date of grant  Exercise period price 2020 the year the year the year 2020
(Note 1) (HK$) (Note 2) (Note 2) (Note 2)

Wang Yusuo ~ 09.12.2015  01.04.2017-08.12.2025 40.34 145,000 - - - 145,000

09.12.2015  01.04.2018-08.12.2025 40.34 145,000 - - - 145,000

09.12.2015  01.04.2019-08.12.2025 40.34 145,000 - - - 145,000

09.12.2015  01.04.2020-08.12.2025 40.34 145,000 - - - 145,000

28.03.2019  01.04.2021-27.03.2029 76.36 160,000 - - - 160,000

28.03.2019  01.04.2022-27.03.2029 76.36 160,000 - - - 160,000

28.03.2019  01.04.2023-27.03.2029 76.36 160,000 - - - 160,000

Cheung Yip Sang 09.12.2015  01.04.2017-08.12.2025 40.34 - - - - -

(Notes 3,4)  09.12.2015  01.04.2018-08.12.2025 40.34 133,000 - - (133,000) -

09.12.2015  01.04.2019-08.12.2025 40.34 133,000 - - (133,000) -

09.12.2015  01.04.2020-08.12.2025 40.34 133,000 - (83,000) (50,000) -

28.03.2019  01.04.2021-27.03.2029 76.36 120,000 - - (120,000) -

28.03.2019  01.04.2022-27.03.2029 76.36 120,000 - - (120,000) -

28.03.2019  01.04.2023-27.03.2029 76.36 120,000 - - (120,000) -

Han Jishen 09.12.2015  01.04.2017-08.12.2025 40.34 - - - - -

(Notes 3,4)  09.12.2015  01.04.2018-08.12.2025 40.34 17,375 - = (17,375) -

09.12.2015  01.04.2019-08.12.2025 40.34 105,250 - - (105,250) -

09.12.2015  01.04.2020-08.12.2025 40.34 105,250 - (13,575) (91,675) -

28.03.2019  01.04.2021-27.03.2029 76.36 120,000 - - (120,000) -

28.03.2019  01.04.2022-27.03.2029 76.36 120,000 - - (120,000) -

28.03.2019  01.04.2023-27.03.2029 76.36 120,000 - - (120,000) -

Zhang Yuying  09.12.2015  01.04.2017-08.12.2025 40.34 - - - - -

(Note 3) 09.12.2015  01.04.2018-08.12.2025 40.34 - - - - -

09.12.2015  01.04.2019-08.12.2025 40.34 25 (25) - - -

09.12.2015  01.04.2020-08.12.2025 40.34 42,500 (41,975) - - 525

28.03.2019  01.04.2021-27.03.2029 76.36 66,600 - - - 66,600

28.03.2019  01.04.2022-27.03.2029 76.36 66,700 - - - 66,700

28.03.2019  01.04.2023-27.03.2029 76.36 66,700 - - - 66,700

Wang Dongzhi  09.12.2015  01.04.2017-08.12.2025 40.34 40,500 (40,500) - - -

(Note 3) 09.12.2015  01.04.2018-08.12.2025 40.34 95,500 (95,500) - - -

09.12.2015  01.04.2019-08.12.2025 40.34 95,500 (95,500) - - -

09.12.2015  01.04.2020-08.12.2025 40.34 95,500 (95,500) - - -

28.03.2019  01.04.2021-27.03.2029 76.36 106,600 - - - 106,600

28.03.2019  01.04.2022-27.03.2029 76.36 106,700 - - - 106,700

28.03.2019  01.04.2023-27.03.2029 76.36 106,700 - - - 106,700

Wang Zizheng  09.12.2015  01.04.2017-08.12.2025 40.34 15,000 - - - 15,000

(Note 3) 09.12.2015  01.04.2018-08.12.2025 40.34 15,000 - - - 15,000

09.12.2015  01.04.2019-08.12.2025 40.34 15,000 - - - 15,000

09.12.2015  01.04.2020-08.12.2025 40.34 15,000 - - - 15,000

28.03.2019  01.04.2021-27.03.2029 76.36 120,000 - - - 120,000

28.03.2019  01.04.2022-27.03.2029 76.36 120,000 - - - 120,000

28.03.2019  01.04.2023-27.03.2029 76.36 120,000 - - - 120,000
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Directors’ right to acquire shares (continued)

Number of Number of
shares subject shares subject
to outstanding to outstanding

options as at Exercised Lapsed Reclassified options as at

Exercise 1 January during during during 31 December

Name of Director Date of grant  Exercise period price 2020 the year the year the year 2020
(Note 1) (HK$) (Note 2) (Note 2) (Note 2)

JinYongsheng  09.12.2015  01.04.2017-08.12.2025 40.34 - (35,500) - 35,500 -

(Notes 3,4)  09.12.2015  01.04.2018-08.12.2025 40.34 - (35,500) - 35,500 -

09.12.2015  01.04.2019-08.12.2025 40.34 - (35,500) - 35,500 -

09.12.2015  01.04.2020-08.12.2025 40.34 - (35,500) - 35,500 -

Ma Zhixiang ~ 09.12.2015  01.04.2017-08.12.2025 40.34 - - - - -

09.12.2015  01.04.2018-08.12.2025 40.34 6,700 (6,700) - - -

09.12.2015  01.04.2019-08.12.2025 40.34 15,000 (15,000) - - -

09.12.2015  01.04.2020-08.12.2025 40.34 15,000 (15,000) - - -

28.03.2019  01.04.2021-27.03.2029 76.36 20,000 - - - 20,000

28.03.2019  01.04.2022-27.03.2029 76.36 20,000 - - - 20,000

28.03.2019  01.04.2023-27.03.2029 76.36 20,000 - - - 20,000

Yuen Po Kwong 09.12.2015  01.04.2017-08.12.2025 40.34 15,000 (15,000) - - -

09.12.2015  01.04.2018-08.12.2025 40.34 15,000 (15,000) - - -

09.12.2015  01.04.2019-08.12.2025 40.34 15,000 (15,000) - - -

09.12.2015  01.04.2020-08.12.2025 40.34 15,000 (15,000) - - -

28.03.2019  01.04.2021-27.03.2029 76.36 20,000 - - - 20,000

28.03.2019  01.04.2022-27.03.2029 76.36 20,000 - - - 20,000

28.03.2019  01.04.2023-27.03.2029 76.36 20,000 - - - 20,000

Law Yee Kwan, 09.12.2015  01.04.2017-08.12.2025 40.34 15,000 (15,000) - - -

Quinn 09.12.2015  01.04.2018-08.12.2025 40.34 15,000 (15,000) - - -

09.12.2015  01.04.2019-08.12.2025 40.34 15,000 (15,000) - - -

09.12.2015  01.04.2020-08.12.2025 40.34 15,000 (15,000) - - -

28.03.2019  01.04.2021-27.03.2029 76.36 20,000 - - - 20,000

28.03.2019  01.04.2022-27.03.2029 76.36 20,000 - - - 20,000

28.03.2019  01.04.2023-27.03.2029 76.36 20,000 - - - 20,000

Yien Yu Yu, 28.03.2019  01.04.2020-27.03.2029 76.36 15,000 - - - 15,000

Catherine 28.03.2019  01.04.2021-27.03.2029 76.36 15,000 - - - 15,000

28.03.2019  01.04.2022-27.03.2029 76.36 15,000 - - - 15,000

28.03.2019  01.04.2023-27.03.2029 76.36 15,000 - - - 15,000

Total 4,113,100 (667,700) (96,575) (1,108,300 2,240,525

Notes:

1. The vesting period of the share options is from the date of grant until the commencement of the exercise period.
2. “Year” refers to the period from 1 January 2020 to 31 December 2020.

3. The vesting of share options is subject to the fulfilment of performance target.

4. Mr. Cheung Yip sang and Mr. Han Jishen ceased to be the directors of the Company since 13 May 2020 and 2 November 2020 respectively, the
676,000 share options and 574,300 shares options granted to them respectively were reclassified from share options held by directors to share options
held by employees. Mr. Jin Yongsheng had been appointed as the non-executive director of the Company, the 142,000 share options held by him was
reclassified from share options held by employees to share options held by directors.

Save as disclosed above, no share option was granted, exercised, lapsed or cancelled during the year.
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Share Award Scheme

On 30 November 2018, the Company adopted the Share Award Scheme under which the shares of the Company (the “Awarded Shares”)
may be granted to selected employees (including, without limitation, any executive directors and independent non-executive directors) of
any members of the Group (the “Selected Employees”) pursuant to the terms of the Share Award Scheme and the trust deed of the Share
Award Scheme. As discussed above, the Share Award Scheme is mainly used as a supplement to the Share Option Scheme. The Share
Award Scheme became effective on the adoption date and, unless otherwise terminated or amended, will remain in force for 10 years from
the date, i.e. till 29 November 2028.

The aggregate number of Award Shares permitted to be granted under the Share Award Scheme is limited to 5% of the issued share capital
of the Company from time to time. The maximum number of Awarded Share which may be awarded to each Selected Employee shall not in
aggregate over 1% of the issued share capital of the Company from time to time.

When a Selected Employee has satisfied all vesting conditions, which might include service and/or performance conditions, specified by the
Board at the time of making the award and become entitled to the shares of the Company forming the subject of the award, the trustee shall
transfer the relevant Award Shares to that employee at once.

The trustee of the Share Award Scheme of the Company purchased 270,000 shares at an average price of HK$70.47 per share on the
exchange on 18 March 2020. As at 31 December 2020, there were 2,685,100 shares of the Company held in the trust under the Share
Award Scheme, approximately 0.24% of the issued share capital of the Company. During the year, the Company has granted notional gain
of 62,000 Award Shares to two outperformed employees under the scheme to reflect their changes in roles and commitment subsequent to
the grant of share options to them under the 2012 Scheme, the Award Prices were also HK$76.36, and the vesting of the notional gains (if
any) were subject to the fulfillment of their respective performance targets.

Save as disclosed above, at no time during the year was the Company or its subsidiaries a party to any arrangements to enable the Directors
or the chief executives or any of their spouse or children under 18 years of age to acquire benefits by means of the acquisition of shares in,

Other than the Share Option Schemes as set out in the section headed “Share-based Compensation Scheme” and disclosed in Note 45
to the Consolidated Financial Statements, and the Shares Award Scheme as set out in the section headed “Share-based Compensation
Scheme” in this report, the Company had no other outstanding convertible securities, options, warrants or other similar rights as at 31
December 2020. At no time during the year was the Company, its parent company, or any of its subsidiaries a party to any arrangements to
enable the directors to acquire benefits by means of the acquisition of shares in, or debentures of, the Company or any other corporate.

Except the employment contracts with employees, no contract concerning the management and administration of the whole or any
substantial part of the business of the company was entered into or existed during the year.
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As at 31 December 2020, the interests and short positions of every person, other than Directors of the Company, in the shares and
underlying shares of the Company as recorded in the register required to be kept under section 336 of Part XV of the SFO were as follows:

Approximate
Personal Interests Total aggregate percentage of
interests/ in shares interests in ~ the Company’s
Spouse Corporate pursuant to shares and total issued
Name of shareholder Capacity interests interests share options underlying shares share capital
(Note 6)
Mr. Wang Beneficial owner and 289,600 369,175,534 1,060,000 370,525,134 (L) 32.84%
interest of controlled (Note 5)  (Notes 1, 2, 3,4, 5) (Note b)
corporation
Ms. Zhao Interest of controlled 289,600 369,175,534 1,060,000 370,525,134 (L) 32.84%
corporation and interest (Note 5)  (Notes 1, 2, 3,4, 5) (Note 5)
of spouse
LCNG Interest of controlled - 369,175,534 - 369,175,534 (L) 32.72%
corporation (Notes 1, 2 & 3)
EIH Interest of controlled - 369,175,534 - 369,175,534 (L) 32.72%
corporation (Notes 1 & 2)
EGII Interest of controlled - 369,175,534 - 369,175,534 (L) 32.72%
corporation (Note 1)
ENN-NG Interest of controlled - 369,175,534 - 369,175,534 (L) 32.72%
corporation (Note 1)
Xinneng HK Beneficial owner - 369,175,534 - 369,175,534 (L) 32.72%
(Note 1)
The Capital Group Beneficial owner - 158,124,176 - 158,124,176 (L) 14.01%
Companies, Inc.
JPMorgan Chase & Co. Interest of controlled - 101,659,301 - 101,659,301 (L) 9.01%
corporation, investment (including 844,446 (S)
manager, person having a 83,269,330 (P))
security interest in shares,
trustee and approved
lending agent
BlackRock, Inc. Interest of controlled - 67,511,042 - 67,511,042 (L) 5.98%

corporation

(including 30,800 (S))
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Notes:

1. EGII holds 52.72% interests of ENN-NG, therefore it holds 32.72% of the issued share capital of the Company through Xinneng HK, a wholly owned
subsidiary of ENN-NG. EGII is beneficially owned as to 50% by Mr. Wang and 50% by Ms. Zhao, the spouse of Mr. Wang.

2. On 30 November 2018, Mr. Wang and Ms. Zhao entered into an equity entrustment agreement with EIH, pursuant to which each of Mr. Wang and Ms.
Zhao entrusts EIH to manage their respective shareholding of 50% in EGII till 31 December 2040. Pursuant to the agreement, EGII is controlled by EIH.
Accordingly, EIH is deemed to be interested in the shares in which EGII is interested in (1) above. In addition, EIH directly and indirectly holds 22.90%
interests of ENN-NG.

3. EIH is a wholly-owned subsidiary of LCNG, LCNG hence is deemed to be interested in the shares in which EIH is interested in (1) and (2) above.

4. LCNG is 100% beneficially owned by. Mr. Wang and Ms. Zhao, hence they are deemed to be interested in the shares in which LCNG is interested in (1),
(2) and (3) above. In addition, Mr. Wang holds 0.07% interests of ENN-NG.

5. As Mr. Wang's spouse, Ms. Zhao is deemed as holding Mr. Wang’s interests in shares.
6. (L) represents Long Position; (S) represents Short Position; (P) represents Lending Pool.

Save for the shareholders as disclosed herein, the Directors are not aware of any persons who, as at 31 December 2020, were entitled
to exercise or control the exercise of 5% or more of the voting power at general meetings of the Company and were also, as a practicable
matter, able to direct or influence the management of the Company.

Save as disclosed above, as at 31 December 2020, the Company had not been notified of any other person who had interest or short position
in the shares or underlying shares of the Company, which are required to be recorded in the register maintained by the Company pursuant
to section 336 of Part XV of the SFO and Listing Rules.

Set out below is information disclosed pursuant to Rule 8.10 of the Listing Rules. Mr. Wang and his spouse, Ms. Zhao, hold 32.72% of
the issued share capital of the Company through Xinneng HK, a wholly-owned subsidiary of ENN-NG (a controlling shareholder of the
Company). Four directors of the Company, namely Mr. Wang, Mr. Wang Zizheng, Mr. Zheng Hongtao, and Mr. Wang Dongzhi, being
directors of ENN-NG and/or certain subsidiary(ies) (for this purpose excluding the Group) and/or associate(s) of ENN-NG (the “ENN-NG
Group”), are considered as having an interest in ENN-NG Group under Rule 8.10(1) and (2) of the Listing Rules.

The business of ENN-NG Group (excluding the Group) mainly includes the gas sales based on obtaining upstream natural gas resources
(including the import and production of liquefied natural gas), energy engineering and energy chemical business. Among them, gas sales
business may be considered as competing business for the Group. However, the Group’s gas sales are mainly to match the needs of
downstream customers. Given the Group has extensive experience in gas sales business, diversified distribution channels, and large and
sticky customer base, it is capable of carrying on independently of ENN-NG Group (excluding the Group).

For safeguarding the interests of the Group, the Company established an independent board committee composed of all independent non-
executive directors of the Company in 2020 to review the situation of the Group from time to time to ensure that (among other things) the
Group and ENN-NG Group operate gas sales business based on their respective interest.

Save as disclosed above, during the year, none of the directors or the management shareholders of the Company or their respective
associates had an interest in a business which compete with the business of the Group.
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During the year, the Group has entered into the transactions and arrangements as described below with connected persons for the purposes
of the Listing Rules.

Continuing Connected Transactions

During the year, the Group carried out the following transactions which constituted continuing connected transactions under Chapter 14A
of the Listing Rules and were subject to annual review.

The following table sets out the continuing connected transactions between the Group and the Wang Family Companies for the year ended
31 December 2020:

Transaction details

Annual Cap
(RMB)

Transaction Sum

(RMB)

(A)

(C)

Equipment Purchasing and Modification Services

On 30 November 2018, the Company entered into a Master Equipment Purchasing and
Modification Services Agreement with EIH for a term commencing from 1 January 2019 and
expiring on 31 December 2021, whereby the Wang Family Companies agreed to provide
equipment as well as equipment modification and enhancement services to the Group.

Construction Services

On 30 November 2018, the Company entered into a Master Construction Services Agreement
with EIH for a term commencing from 1 January 2019 and expiring on 31 December 2021,
whereby the Wang Family Companies agreed to provide the Group with engineering design
and construction services.

Information Technology Services

On 30 November 2018, the Company entered into a Master Information Technology Services
Agreement with EIH for a term commencing from 1 January 2019 and expiring on 31
December 2021, whereby the Wang Family Companies agreed to provide the Group with
information technology services.

LNG Purchasing (Note 3)

On 28 September 2018, the Company entered into a Master LNG Purchasing Agreement
with LCNG for a term commencing from 1 October 2018 and expiring on 31 December 2020,
whereby the Wang Family Companies agreed to provide the Group with LNG supply.

LNG Terminal Usage Services (Note 4)

On 28 September 2018, the Company entered into a Master LNG Terminal Usage Services
Agreement with LCNG for a term commencing from 1 October 2018 and expiring on 31
December 2028, whereby the Wang Family Companies agreed to provide LNG terminal usage
services to the Group, such that the Group will be able to receive imported LNG through
Zhoushan LNG Terminal.

Notes:

1.

216,000,000

1,669,000,000

317,890,000

1,665,000,000

714,000,000

128,000,000

974,000,000

195,000,000

136,000,000

644,000,000

Wang Family Company is a company controlled (entitled to exercise, or control the exercise of 30% or more of the voting power at any general meeting of
the relevant company) by Mr. Wang, the Chairman, an Executive Director and a controlling shareholder of the Company, and/or his associates (including
Ms. Zhao, a controlling shareholder of the Company and the spouse of Mr. Wang), thereby being connected persons of the Group during the year.

Wang Family Companies refers to the Wang Family Company and its subsidiaries and associates (as the case may be).

Since the Master LNG Purchasing Agreement will expire on 31 December 2020 and under the independent operation of the National Pipeline Network
Company, the availability and inter-connection of infrastructures will be enhanced and the “incoming in liquefied form and outgoing in gaseous form” of
LNG will become the new standard mode. The transactions cannot only be limited to purchasing LNG. Thus, the Company entered into a Master Natural

Gas Purchasing Agreement with ENN-NG on 30 November 2020.

The Group also expects that the annual transaction amounts of the existing Master LNG Terminal Usage Services Agreement in the next few years may
exceed the currently announced Annual caps. Therefore, the Company has revised the relevant annual caps from 2021 to 2028 of the existing Master
LNG Terminal Usage Services Agreement in accordance with Rule 14A.54 of the Listing Rules on 30 November 2020.
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Continuing Connected Transactions (continued)

The continuing connected transactions mentioned above have been reviewed by the independent non-executive directors. The independent
non-executive directors have confirmed that the transactions have been entered into:

(i) inthe ordinary and usual course of business of the Group;
(i) on normal commercial terms; and

(iii) in accordance with the relevant agreements governing such transactions and on terms that are fair and reasonable and in the interests
of shareholders of the Company as a whole.

Pursuant to Rule 14A.56 of the Listing Rules, the Board engaged the Auditor of the Company to report on the Group’s continuing
connected transactions in accordance with Hong Kong Standard on Assurance Engagements 3000 “Assurance Engagements Other Than
Audits or Reviews of Historical Financial Information” and with reference to Practice Note 740 “Auditor’s Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified Public Accountants. The Auditor has issued
its unqualified letter containing its findings and conclusions in respect of the continuing connected transactions disclosed by the Group on
pages 71 to 72 of this Annual Report in accordance with Rule 14A.56 of the Listing Rules. A copy of the Auditor’s letter has been provided
by the Company to the Stock Exchange.

The Board confirmed that the disclosure requirements of Chapter 14A of the Listing Rules have been complied with.

Details of the related party transactions undertaken in the normal course of business are set out in Note 55 to the Consolidated Financial
Statements. In relation to parts of those related party transactions that also constituted connected transactions under the Listing Rules, they
are in compliance with applicable requirements under the Listing Rules and are reported in this Annual Report in accordance with the Listing
Rules.

Other Connected Transactions
Save as disclosed above, the Group did not enter into other connected transactions during the year.

The Company issued 10-year senior notes on 13 May 2011 (the “2021 Senior Notes”) in an aggregate amount of USD750 million
(equivalent to RMB4,863 million). The terms and conditions of the 2021 Senior Notes requires Mr. Wang, the controlling shareholder of
the Company, to retain his interests in the Company of at least 25% of the total issued share capital of the Company throughout the term of
the respective agreements. The balance of the 2021 Senior Notes outstanding as at 31 December 2020 is USD366 million (equivalent to
RMB2,380 million).

The Company issued 5-year bonds on 24 July 2017 (the “2022 Unsecured Bonds”) which was due on 2022. The terms and conditions
of the bond requires Mr. Wang, the controlling shareholder of the Company, to retain his interests in the Company of at least 20% of the
total issued share capital of the Company throughout the term of the bonds. The principal loan balances of the bond is USD600 million
(equivalent to RMB4,066 million). As at 31 December 2020, the outstanding balance is USD570 million (equivalent to RMB3,712 million)
respectively.

On 23 November 2018, the Company entered into a club loan agreement with various banks in the amount of USD300 million (equivalent to
RMB2,059 million) for a term of three years. The terms and conditions of the club loan agreement requires EGII, the controlling shareholder
of the Company, to retain its interest in the Company of at least 20% of the total issued share capital of the Company throughout the terms
of the loan, or Mr. Wang and Ms. Zhao collectively to retain their interest in the Company of at least 20% of the total issued share capital of
the Company throughout the terms of the loan and remained as the single largest group of direct or indirect holder of the issued share capital
of the Company. As at 31 December 2020, the outstanding balances are USD150 million (equivalent to RMB979 million).

Moreover, the Company issued 10-year green senior notes on 17 September 2020 (the “Green Senior Notes”) in an aggregate amount of
USD750 million (equivalent to RMB5,137 million). The terms and conditions of the 2030 Green Senior Notes requires Mr. Wang and Ms.
Zhao, controlling shareholders of the Company, collectively to retain their interest in the Company of at least 20% of the total issued share
capital of the Company throughout the terms of the notes. As at 31 December 2020, the outstanding balance is USD750 million (equivalent
to RMB4,827 million).

Charitable donations made by the Group during the year amounted to RMB52.85 million (2019: RMB36.80 million).
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Based on the information that is publicly available to the Company and within the knowledge of the Directors, as at the date of this Annual
Report, there is sufficient public float of not less than 25% of the Company’s issued shares as required under the Listing Rules.

A meeting of the Audit Committee was held on 19 March 2021 to review with the Company’s external auditor on the Group’s annual results
and the Audited Consolidated Financial Statements for the year ended 31 December 2020. Based on the relevant reviews and discussions
with the Management, the Audit Committee was satisfied that the Consolidated Financial Statements have been prepared in accordance
with applicable accounting standards, and it presents fairly the financial position and results of the Group for the year ended 31 December
2020.

The Consolidated Financial Statements for the year ended 31 December 2020 have been audited by Messrs. Deloitte Touche Tohmatsu who
would retire at the 2021 annual general meeting and, being eligible, offer themselves for re-appointment. A resolution to re-appoint Messrs.
Deloitte Touche Tohmatsu as the auditor of the Company and authorise the Board to fix their remuneration will be proposed at the 2021
annual general meeting.

The other sections, reports and notes in the annual reports as mentioned above form parts of this Directors’ Report.

On behalf of the Board
WANG Yusuo
Chairman

Hong Kong, 22 March 2021
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Deloitte =)

TO THE SHAREHOLDERS OF ENN ENERGY HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of ENN Energy Holdings Limited (the “Company”) and its subsidiaries (collectively

referred to as the “Group”) set out on pages 77 to 184, 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.

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

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

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Key audit matter How our audit addressed the key audit matter

Impairment assessment of goodwill allocated to integrated energy

business

We identified the impairment assessment of goodwill attributable Our audit procedures in relation to impairment assessment of
to integrated energy business (the “Integrated Energy CGU”) goodwill allocated to the Integrated Energy CGU included:

as a key audit matter owing to the significance of the carrying
amount of this goodwill and the significant estimates made by
the management in determining the recoverable amounts of the
Integrated Energy CGU and relevant inputs as disclosed in Note

o Evaluating management’s methodology for impairment
assessment of goodwill and corroborating the discount rate
used based on the market information with the assistance of
internal valuation expert;

5

° Evaluating the discounted cash flows prepared by the
As disclosed in Note 19 to the consolidated financial statements, management in deriving the recoverable amounts of the
the carrying amount of goodwill attributable to integrated energy Integrated Energy CGU for the impairment assessment by
business amounted to RMB2,028 million as at 31 December checking the mathematical accuracy of discounted cash
2020. flow calculation, assessing the reasonableness of the key

assumptions adopted by the management in the model with
reference to the Group’s historical performances and external
market data, and reviewing the budget of the underlying
projects approved by the management on a sample basis.



Key audit matter

How our audit addressed the key audit matter

Fair value measurement of commodity derivative contracts

We identified the fair value measurement of commodity
derivative contracts as disclosed in Note 24 to the consolidated
financial statements as a key audit matter due to the judgement
and estimation required in establishing the relevant valuation
techniques and inputs.

As further disclosed in Notes 5 and 53 to the consolidated
financial statements, changes in these factors could affect the
fair values of commodity derivative contracts.

Our audit procedures in relation to the fair value measurement of
commaoadity derivative contracts included:

Understanding the design and implementation of key
controls over the valuation of commodity derivative contracts;

Testing the completeness of commodity derivative contracts
by arranging confirmation to the counterparties; and

With the assistance of internal valuation expert, performing
the following procedures on sample base:

- evaluating the appropriateness of management’s
valuation methodology;

- checking the relevant inputs used by the management
to our independently sourced market inputs; and

- comparing the valuation based on our inputs with
the management’s results and investigating any
differences.

The directors of the Company are responsible for the other information. The other information comprises the information included in the
annual report, but does not include the consolidated financial statements and our auditor’s report thereon.

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

conclusion thereon.

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

The directors of the Company are responsible for the preparation of the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the disclosure requirements of 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.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
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INDEPENDENT
AUDITOR'S REPORT

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

in accordance with HKSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

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

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

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

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by the directors.

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

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

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

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

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

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

The engagement partner on the audit resulting in the independent auditor’s report is Lam Kam Chiu.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
22 March 2021
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2020

2020 2019
Notes RMB million RMB million
Revenue 6 71,617 70,183
Cost of sales (59,285) (58,918)
Gross profit 12,332 11,265
Other income 8 952 861
Other gains and losses 9 282 644
Distribution and selling expenses (951) (976)
Administrative expenses (3,230) (3,099)
Share of results of associates 306 326
Share of results of joint ventures 476 b47
Finance costs 10 (609) (727)
Profit before tax 11 9,558 8,841
Income tax expense 13 (2,227) (1,980)
Profit for the year 7,331 6,861
Other comprehensive income
Items that will not be reclassified to profit or loss:
Fair value change of equity instruments at fair value through other comprehensive
income (“FVTOCI") 65 (1)
Fair value change of properties transferred from property, plant and equipment
to investment properties - 3
Income tax relating to items that will not be reclassified (16) -
49 2
Items that have been reclassified or may be reclassified subsequently to profit or loss:
Exchange differences arising on translating foreign operations 1 -
Reclassification of exchange reserve to profit or loss upon deregistration of a
subsidiary - 3
Fair value change of derivative financial instruments under hedge accounting (122) -
Income tax relating to items that may be reclassified 14 -
Other comprehensive income for the year (58) 5
Total comprehensive income for the year 7,273 6,866
Profit for the year attributable to:
Owners of the Company 6,278 5,670
Non-controlling interests 1,053 1,191
7,331 6,861
Total comprehensive income for the year attributable to:
Owners of the Company 6,220 5,674
Non-controlling interests 1,053 1,192
7,273 6,866
RMB RMB
Earnings per share 15
— Basic 5.59 5.05

— Diluted 5.57 5.04
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

At 31 December 2020

2020 2019
Notes RMB million RMB million
Non-current Assets

Property, plant and equipment 16 41,861 37,955
Right-of-use assets 17 2,129 2,185
Investment properties 18 261 268
Goodwill 19 2,511 2,379
Intangible assets 20 4,446 4,175
Interests in associates 21 3,619 3,308
Interests in joint ventures 22 4,141 3,841
Other receivables 23 73 48
Derivative financial instruments 24 292 328
Financial assets at fair value through profit or loss (“FVTPL") 25 4,760 4841
Equity instruments at FVTOCI 26 211 123
Amounts due from associates 29 6 345
Amounts due from joint ventures 30 10 12
Deferred tax assets 32 1,370 1,292
Deposits paid for investments 1 15

Prepayment and deposits paid for acquisition of property, plant and
equipment, land use rights and right of operation 134 169
Restricted bank deposits 34 650 446
66,475 61,730

Current Assets

Inventories 33 1,285 1,169
Trade and other receivables 23 9,053 7,492
Contract assets 28 732 757
Derivative financial instruments 24 336 345
Financial assets at FVTPL 25 70 16
Amounts due from associates 29 892 575
Amounts due from joint ventures 30 2,106 1,058
Amounts due from related companies 31 348 164
Restricted bank deposits 34 116 566
Cash and cash equivalents 34 8,630 7,373
23,568 19,515
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2020 2019
Notes RMB million RMB million
Current Liabilities
Trade and other payables 36 8,302 7,635
Contract liabilities 37 14,242 12,613
Deferred income 38 38 33
Amounts due to associates 29 319 189
Amounts due to joint ventures 30 976 785
Amounts due to related companies 31 925 1,060
Taxation payables 971 962
Lease liabilities 35 89 100
Bank and other loans — due within one year 40 4,590 7,495
Senior notes 42 2,380 -
Derivative financial instruments 24 401 416
33,233 31,288
Net Current Liabilities (9,665) (11,773)
Total Assets less Current Liabilities 56,810 49,957
Capital and Reserves
Share capital 39 117 116
Reserves 30,444 25,752
Equity attributable to owners of the Company 30,561 25,868
Non-controlling interests 5,611 5,152
Total Equity 36,172 31,020
Non-current Liabilities
Contract liabilities 37 3,212 3,302
Deferred income 38 729 650
Amounts due to joint ventures 30 585 735
Lease liabilities 35 310 450
Bank and other loans — due after one year 40 2,078 2,848
Corporate bonds 41 2,097 2,094
Senior notes 42 4,827 2,539
Unsecured bonds 43 3,712 4,169
Derivative financial instruments 24 526 330
Deferred tax liabilities 32 2,562 1,820
20,638 18,937
56,810 49,957

The consolidated financial statements on pages 77 to 184 were approved and authorised for issue by the Board of Directors on 22 March

2021 and are signed on its behalf by:

Wang Yusuo
DIRECTOR

Wang Dongzhi
DIRECTOR
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

For the year ended 31 December 2020

Equity attributable to owners of the Company

Share Strplus Designated Non-
Share  Treasury Share  Special Revaluation options  Exchange resene  Hedging safety  Retained controlling Total
capital stocks  premim resene  resene  reseve reseme find  resemve fnd  camings Total  interests equity
RMBmilion RMBmilion RMBmilion RMBmilion RMBmilon RMBmillon RMBmilion RMBmiion RMB milion  RMBmilion  RMB millon  RMB million  RMB milion  RMB million
(Note 39) (note a) (oteb) — (Notedd) — (notec)
At 1 January 2019 116 - 2614 @) 2 78 (3) 2414 - 60 1616 23 4169 550
Proftfor the year - - - - - - - - - - 5610 5610 1191 6,861
Other comprehensive income for the year - - - - 1 - 3 - - - - 4 1 5
Total comprehensive income for the year - - - - 1 - 3 - - - 5610 h674 1192 6,800
Recogniton of equiy-settied share-based
nayment (Note 45) - - - - - 74 - - - - - 7 - 4
Issue of ordinary shares on exercise of share
opfions (Notes 39 & 49) - - 76 - - (24) - - - - - 0 - 5
Purchase of shares under Share Award Scheme - (1) - - - - - - - - - (15]) - (1))
Acquisttion of subsidiaries (Nofes 47 & 48) - - - - - - - - - - - - 314 34
Disposal of subsidiaries (Note 49) - - - - - - - - - - - - 2) 2
Acquisition of additional iterests in subsidiaries - - - 10 - - - - - - - 10 (110) (100)
Capital contribution from non-contralling
shareolders - - - - - - - - - - - - 148 148
Dividends appropriation (Note 14) - - - - - - - - - - (L176)  (L176) - (1,176)
Dividends paid to non-controling shareholders - - - - - - - - - - - - (559) (559)
Transfer to surplus reserve fund (note b) - - - - - - - Al - - (23 - - -
Transfer from designated safefy fund (note c) - - - - - - - - - (1) 1 - - -
At 31 December 2019 116 (151) 2690 (82 3 18 - 2648 - N A8 B8 pl 3100
Proftfor the year - - - - - - - - - - 6218 6218 1,083 131
Other comprehensive income for the year - - - - it} - 1 - (108) - - (58) - (58)
Total comprehensive income for the year - - - - 49 - 1 - (108 - 6,218 6,220 1,053 1213
Cumulative loss transferred to infial carrying
value of hedged items (Note 44) - - - - - - - - i - - i - !
Recognition of equity-seftled share-based
payment (Note 45) - - - - - J) - - - - - 0 - J)
Issue of ordinary shares on exercise of share
options (Nofes 39 &.45) 1 - 163 - - (1) - - - - - 113 - 113
Purchase of shares under Share Award Scherme - 1Y) - - - - - - - - - (17) - (17)
Acquisition of subsidiaries (Notes 47 & 48) - - - - - - - - - - - - 178 178
Disposaleregisration of subsidiaries - - - - - - - - - - - - (161) (161)
Acquistion of additonal interests in Subsidiaries - - - (49) - - - - - - - (49) (13) (163)
Disposal of partial nterest in @ Subsidiary - - - - - - - - - - - - 4 4
Capttal contribution from non-controling shareholders - - - - - - - - - - - - 97 97
Dividends appropriation (Note 14) - - (1719) - - - - - - - - (1719) - (1,719
Dividends paic to non-controling sharefolders - - - - - - - - - - - - (589) (589)
Transfer o surplus resenve fund (note b) - - - - - - - 478 - - (478) - - -
Transfer to designated safefy fund (nofe c) - - - - - - - - - 8 @8 - - -
At 31 December 2020 117 (168) 1134 (127 J 147 1 31% @37 o 29 3056l holl 3172
Notes:

a. The balance represents the difference between the fair values of consideration paid and the carrying values of net assets attributable to the additional
interests of subsidiaries acquired or disposed of with no change in control.

b. In accordance with the People’s Republic of China (“PRC”) regulations, the surplus reserve fund retained by subsidiaries in the PRC is non-distributable.

C. Pursuant to relevant PRC regulation, the Group is required to transfer 1.5% on revenue generated from construction and installation, transportation
of gas or other dangerous chemical into a designated fund. The fund will be used for installation and repair and maintenance of safety facilities. The
movement during the year represents the difference between the amount provided and the amount utilised during the year.
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CONSOLIDATED STATEMENT OF
CASH FLOWS

For the year ended 31 December 2020

2020 2019
Notes RMB million RMB million
OPERATING ACTIVITIES
Profit before tax 9,558 8,841
Adjustments for:
Share of results of associates (306) (326)
Share of results of joint ventures (476) (547)
Exchange differences (553) 194
Net loss (gain) of financial assets at FVTPL 45 ()
Net gain of derivative financial instruments (102) (915)
Bargain purchase gain on acquisition of subsidiaries 47 - (15)
Impairment losses on receivables and contract assets, net of reversal 129 44
Impairment losses on property, plant and equipment 70 -
Loss on disposal of property, plant and equipment 128 77
Gain on disposal right-of-use assets (18) (29)
Loss on disposal of subsidiaries 49 62 2
Gain on disposal of joint ventures 4) 3)
Loss on disposal of associates - 16
Gain on remeasurement of interest in joint ventures previously held - (11)
Loss on repurchase of unsecured bonds 9 -
Dividends income from financial assets at FVTPL (73) (139)
Dividends income from equity instruments at FVTOCI (1) (7)
Decrease (increase) in fair value of investment properties 7 (6)
Share-based payment expenses 70 74
Depreciation of property, plant and equipment 1,603 1,377
Depreciation of right-of-use assets 174 169
Amortisation of intangible assets 304 238
Interest income on bank deposits and loan receivables (204) (200)
Finance costs 609 727
11,031 9,556
Movements in working capital:
(Increase) decrease in inventories (117) 216
(Increase) decrease in trade and other receivables (1,297) 1,631
Decrease (increase) in contract assets 36 (148)
Increase in contract liabilities 1,480 2,185
Increase in amounts due from associates (57) (128)
Increase in amounts due from joint ventures (84) (198)
(Increase) decrease in amounts due from related companies (49) 55
Increase (decrease) in trade and other payables 348 (445)
Increase (decrease) in amounts due to joint ventures 201 (51)
(Decrease) increase in amounts due to associates (13) 68
Increase in deferred income 91 138
(Decrease) increase in amounts due to related companies (165) 266
Cash generated from operations 11,405 13,145
PRC enterprise income tax paid (1,709) (1,455)

Net cash generated from operating activities 9,696 11,690
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CONSOLIDATED STATEMENT OF

CASH FLOWS
For the year ended 31 December 2020

2020 2019
Notes RMB million RMB million
INVESTING ACTIVITIES
Dividends received from joint ventures 405 404
Dividends received from associates 208 103
Dividends received from financial assets at FVTPL 56 139
Dividends received from equity instruments at FVTOCI 1 7
Settlement of derivative financial instruments 10 108
Option premium paid in relation to derivative financial instruments (7) (19)
Interest received 204 200
Purchases of property, plant and equipment (5,515) (7,146)
Acquisition of intangible assets (61) (39)
Proceeds from disposal of property, plant and equipment 179 234
Purchases of wealth management products (10,364) (20,480)
Redemptions of wealth management products 10,310 20,530
Addition of right-of-use assets (80) (197)
Deposits paid for investments - (14)
Deposits paid for acquisition of right-of use assets (13) (18)
Deposits paid for acquisition of property, plant and equipment - (126)
Net cash outflow on acquisition of subsidiaries 47848 (636) (1,175)
Net cash inflow on disposal of subsidiaries 49 246 42
Proceeds from refund of financial assets at FVTPL 36 282
Proceeds from disposal of joint ventures 28 17
Proceeds from disposal of associates 12 26
Proceeds from disposal of right-of-use assets 31 119
Purchases of equity instruments at FVTOCI (23) (12)
Investments in joint ventures (211) (74)
Investments in associates (225) (109)
Addition of restricted bank deposits (547) (606)
Release of restricted bank deposits 793 295
Amounts advanced to third parties (1,421) (320)
Amounts repaid by third parties 1,233 311
Amounts advanced to associates (105) (114)
Amounts repaid by associates 166 195
Amounts advanced to joint ventures (1,097) (83)
Amounts repaid by joint ventures 34 812
Amounts advanced to related companies (139) (2)
Amounts repaid by related companies 1 14
Net cash used in investing activities (6,491) (6,696)
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2020 2019
RMB million RMB million

FINANCING ACTIVITIES

Interest paid (756) (806)
Advanced from banks and other financial institutions by ENN Finance Company Limited
(“ENN Finance”) 10,830 8,854
Amounts repaid to banks and other financial institutions by ENN Finance (10,830) (8,854)
Purchase of shares under Share Award Scheme 17) (151)
Net proceeds from ordinary shares issued on exercise of share options 113 b2
Proceeds from issuance of corporate bonds - 2,093
Proceeds from issuance of Green Senior Notes 5,065 -
Capital contribution from non-controlling shareholders 97 142
Net cash outflow on acquisition of additional interest in subsidiaries (154) (100)
Net cash inflow on disposal of partial interest in a subsidiary 6 -
Dividends paid to non-controlling shareholders (589) (559)
Dividends paid to shareholders (1,719) (1,176)
New bank loans raised 9,941 9,900
Repayment of bank loans (13,586) (10,561)
Repayment of corporate bonds - (2,500)
Repayment of unsecured bonds (208) (459)
Repayment of lease liabilities (107) (101)
Advanced from associates 144 3
Amounts repaid to associates (1) (233)
Advanced from joint ventures 214 14
Amounts repaid to joint ventures (374) (1,106)
Advanced from related companies 33 31
Amounts repaid to related companies 3) (30)
Net cash used in financing activities (1,901) (5,547)
Net increase (decrease) in cash and cash equivalents 1,304 (553)
Effect of foreign exchange rate changes (47) 3
Cash and cash equivalents at the beginning of the year 7,373 7,923

Cash and cash equivalents at the end of the year 8,630 7,373



p’

84

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31 December 2020

ENN Energy Holdings Limited (the “Company”) is an exempted company incorporated in the Cayman Islands under the Companies

Law and its shares are listed on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The addresses
of its registered office and principal place of business are disclosed in the section headed “Corporate Information” of the Company’s

Annual Report.

The consolidated financial statements of the Company and its subsidiaries (collectively referred to the “Group”) are presented in
Renminbi (“RMB”), which is the same as the functional currency of the Company.

The Company is an investment holding company. The activities of its principal subsidiaries are set out in Note 56.

In preparing the consolidated financial statements, the directors of the Company (the “Directors”) have given careful consideration
of the Group’s net current liabilities of approximately RMB9,665 million as at 31 December 2020. A wholly-owned subsidiary of

the Company has been approved by the National Development and Reform Commission on 19 January 2020 to issue green bonds
amounting to RMB5,000 million. Except for the unutilised issuance quota of the green bonds, the Group has unutilised credit facilities
of approximately RMB12,001 million as at 31 December 2020, which are subject to renewal within twelve months from the end of the
reporting period. The Directors are therefore satisfied that the Group will be able to meet in full its financial obligations when they fall
due in the foreseeable future. Accordingly, the consolidated financial statements for the year ended 31 December 2020 have been
prepared on a going concern basis.

Amendments to HKFRSs that are mandatorily effective for the current year

In the current year, The Group has applied the “Amendments to References to the Conceptual Framework in HKFRS Standards” and
the following amendments to HKFRSs issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”) for the first time,
which are mandatorily effective for the annual period beginning on or after 1 January 2020 for the preparation of the consolidated
financial statements:

Amendments to HKAS 1 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

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

New and Amendments HKFRSs in issue but not yet effective
The Group has not early applied the following new and amendments to HKFRSs that have been issued but are not yet effective:

HKFRS 17 Insurance Contracts and the related Amendments*

Amendment to HKFRS 16 Covid-19-Related Rent Concessions!

Amendments to HKFRS 3 Reference to the Conceptual Framework?®

Amendments to HKFRS 9, HKAS 39, HKFRS 7, HKFRS 4 Interest Rate Benchmark Reform — Phase 22

and HKFRS 16

Amendments to HKFRS 10 and HKAS 28 Sale or Contribution of Assets between an Investor and its Associate
or Joint Venture®

Amendments to HKAS 1 Classification of Liabilities as Current or Non-current and related
amendments to Hong Kong Interpretation 5 (2020)*

Amendment to HKAS 16 Property, Plant and Equipment — Proceeds before Intended Use?

Amendment to HKAS 37 Onerous Contracts — Cost of Fulfilling a Contract?

Amendment to HKFRSs Annual Improvements to HKFRSs 2018-2020°

! Effective for annual periods beginning on or after 1 June 2020

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

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

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

9 Effective for annual periods beginning on or after a date to be determined

The management anticipates that the application of the new and amendments to HKFRSs will have no material impact on the
consolidated financial statements in the foreseeable future.
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Basis of preparation of consolidated financial statements

The consolidated financial statements have been prepared in accordance with HKFRSs issued by the HKICPA. For the purpose of
preparation of the consolidated financial statements, information is considered material if such information is reasonably expected to
influence decisions made by primary users. In addition, the consolidated financial statements include applicable disclosures required
by the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”) and by the Hong
Kong Companies Ordinance.

The consolidated financial statements have been prepared on the historical cost basis, except for certain properties and financial
instruments, which are measured at fair values at the end of each reporting period, as explained in the accounting policies set out
below.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and services.

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, regardless of whether that price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability, the Group takes into account the characteristics of the asset or liability
if market participants would take those characteristics into account when pricing the asset or liability at the measurement date. Fair
value for measurement and/or disclosure purposes in these consolidated financial statements is determined on such a basis, except
for share-based payment transactions that are within the scope of HKFRS 2 “Share-based Payment”, leasing transactions that are
accounted for in accordance with HKFRS 16 “Leases”, and measurements that have some similarities to fair value but are not fair
value, such as net realisable value in HKAS 2 “Inventories” or value in use in HKAS 36 “Impairment of Assets”.

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

For financial instruments and investment properties which are transacted at fair value and a valuation technique that unobservable
inputs is to be used to measure fair value in subsequent periods, the valuation technique is calibrated so that at initial recognition the
results of the valuation technique equals the transaction price.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based on the degree to which
the inputs to the fair value measurements are observable and the significance of the inputs to the fair value measurement in its entirety,
which are described as follows:

° Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can access at the
measurement date;

° Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset or liability, either
directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or liability.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities controlled by the Company and
its subsidiaries. Control is achieved where the Company:

° has power over the investee;

° is exposed, or has rights, to variable returns from its involvement with the investee; and

° has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes to one or more
of the three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group loses control of the
subsidiary. Specifically, income and expenses of a subsidiary acquired or disposed of during the year are included in the consolidated
statement of profit or loss and other comprehensive income from the date the Group gains control until the date when the Group ceases
to control the subsidiary.

Profit or loss and each item of other comprehensive income are attributed to the owners of the Company and to the non-controlling
interests. Total comprehensive income of subsidiaries is attributed to the owners of the Company and to the non-controlling interests
even if this results in the non-controlling interests having a deficit balance.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
For the year ended 31 December 2020

Basis of consolidation (continued)

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into line with the
Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions between members of the Group
are eliminated in full on consolidation.

Changes in the Group’s interests in subsidiaries that do not result in the Group losing control over the subsidiaries are accounted for as
equity transactions. The carrying amounts of the Group’s relevant components of equity and the non-controlling interests are adjusted
to reflect the changes in their relative interests in the subsidiaries, including re-attribution of relevant reserves between the Group and
the non-controlling interests accord