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The board of directors, the supervisory committee and the directors, supervisors and senior management of the Company
hereby warrant that there are no false representations, misleading statements or material omissions contained in this
interim report, and jointly and severally accept full responsibility for the truthfulness, accuracy and completeness of its
contents.

Yang Yun Long, the legal representative of the Company, Hao Yun Feng, the chief accounting officer, and Zhu Lin, the
head of the accounting department, declare that they guarantee the truthfulness, accuracy and completeness of the
financial statements in this interim report.

All Directors attended the Board meeting for considering this report.

This report involves forward-looking statements about future plans, which do not constitute actual commitments to
investors by the Company. Investors and the parties concerned should maintain sufficient knowledge of the underlying
risks and understand the differences among plans, projections and commitments. Investors are advised to make
themselves aware of the risks associated with investment.

The Company has described in detail the potential risks in the section headed “Management Discussion and Analysis” in
Section Il of this report. Investors are advised to read carefully the contents thereof.

The Company does not propose any payment of cash dividends or any issue of bonus shares or any transfer of reserve
to capital.
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“Company”, “parent company” and
“Shandong Molong”

“Group”
“SZSE”

“SEHK”
“CSRC”

“Shouguang Baolong”
“Weihai Baolong”
“Shouguang Maolong”
“Molong Energy”

“Molong I&E”
“MPM”
“Molong Logistic”

“Molong Electro-mechanical”
“Baolong Consultancy”
“Shouguang Jinxin”
“Shouguang SAB”

“Molong Holdings”
“reporting period”

“RMB”, “RMB thousand”,
“RMB ten thousand”
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O0Oooopooocogogooo (Shandong Molong Petroleum Machinery
Company Limited)

collectively, the Company and its subsidiaries
The Shenzhen Stock Exchange

The Stock Exchange of Hong Kong Limited
China Securities Regulatory Commission

000000000000 (Shouguang Baolong Petroleum Equipment
Co., Ltd.)

0000000000000 (Weihai Baolong Special Petroleum Materials
Co., Ltd.)

000000000000000 (Shouguang Maolong New Materials
Technology Development Co., Ltd.)

000000000000 (Shandong Molong Energy Technology Co.,
Ltd.)

00000000000 (Shandong Molong Import & Export Co., Ltd.)
MPM International Limited
0000Ooooood (Shouguang Molong Logistic Co., Ltd.)

000000000000 (Shouguang Molong Electro-mechanical
Equipment Company Limited)

0000000000000 (Shouguang Baolong Management and
Consultancy Co., Ltd.)

0000000000000 00000 (Shandong Shouguang Jinxin
Investment Development Holdings Group Limited)

000000000000 (State-owned Assets Supervision and
Administration Bureau of Shouguang City)

0000000000 (Shouguang Molong Holdings Co., Ltd.)
1 January 2021 to 30 June 2021

Renminbi, thousand Renminbi, ten thousand Renminbi
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Stock short name Shandong Molong Stock codes 002490, 00568
Stock exchanges of listed shares SZSE, SEHK
Chinese name of the Company Jooooooooooooon
Chinese short name of the oooo

Company (if any)
English name of the Shandong Molong Petroleum Machinery Company Limited

Company (if any)
English short name of the Shandong Molong

Company (if any)
Legal representative of the Yang Yun Long

Company
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Name Zhao Xiao Tong
Contact Address No. 999 Wen Sheng Street, Shouguang City, Shandong Province
Telephone 0536-5100890
Facsimile 0536-5100888
Email Address dsh@molonggroup.com
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1.

Contact method of the Company

Any changes in the registered address, office address and zip code, website, e-mail address of the Company
during the reporting period

O Applicable v Not applicable

There were no changes in the registered address, office address and zip code, website and e-mail address
of the Company during the reporting period. For details, please see the Annual Report 2020.

Information disclosures and places for keeping records

Any changes in information disclosures and places for keeping records during the reporting period

O Applicable v Not applicable

There were no changes in the designated newspapers for information disclosure, the website designated by

CSRC for the publication of interim reports and the place of keeping interim reports of the Company during
the reporting period. For details, please see the Annual Report 2020.
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Whether the Company is necessary to make retrospective adjustments or restatements
for the accounting data in previous years

OYes v No
14
Vompe e
- Same period Fo-r
I ) last year 9§ -
Operating revenue (RMB) 1,898,127,577.08 1,346,377,691.82 40.98%
Net profit attributable to shareholders of the listed company (RMB) (68,250,795.42) (109,325,493.01) 37.57%
Net profit after extraordinary gains or losses attributable to
shareholders of the listed company (RMB) (67,526,958.21) (107,680,448.54) 37.29%
Net cash flows generated from operating activities (RMB) (19,471,631.29) 62,467,301.30 (131.17%)
Basic earnings per Share (RMB/share) (0.0855) (0.137) 37.59%
Diluted earnings per Share (RMB/share) (0.0855) (0.137) 37.59%
Weighted average rate of return on net assets (%) (3.91%) (6.46%) 2.55%
Arg M. rcpe e
<« -9 As at the end of Fo-r
) o ) last year q -
Total assets (RMB) 4,913,625,494.81 5,175,635,815.38 (5.06%)
Net assets attributable to shareholders of the listed
company (RMB) 1,712,635,539.42 1,780,737,084.59 (3.82%)
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1. Differences in net profit and net assets in the financial statements as disclosed under
the International Accounting Standards (“IASs”) and under PRC Generally Accepted
Accounting Principles (“PRC GAAP”)

O Applicable v Not applicable

During the reporting period, there were no differences in net profit and net assets in the financial statements
as disclosed under the IASs and under PRC GAAP.

2. Differences in net profit and net assets in the financial statements as disclosed under
the overseas accounting standards and PRC GAAP

O Applicable v Not applicable

During the reporting period, there were no differences in net profit and net assets in the financial statements
as disclosed under the overseas accounting standards and PRC GAAP.
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v Applicable O Not applicable

Unit: RMB
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Gains or losses arising from the disposal of non-current assets ~ (371,900.19)  Mainly comprised of the loss on

(including the written-offs that have been provided for disposal of fixed assets in the
impairment of assets) current period.

Government grants included in the profit or loss for the current  1,266,838.69  Mainly comprised of the
period (excluding those grants that are closely related to government grants received
the Company’s business and that were granted in during the current period such
accordance with the standard amount or volume prescribed as the work-based subsidies
by the State) from the local human resources

services centre.

Gains or losses arising from contingencies unrelated to the (2,227,197.33)  Mainly attributable to the

normal operation of the Company compensation loss provided

for in accordance with the
latest judgment.
Non-operating income and expenses other than the above 580,151.61 Mainly comprised of the
items compensation income received
in respect of breach of contract
during the current period.

Less: Effect on income tax (121,932.00) —
Effect on minority interests (after tax) 93,661.99 —
Total (723,837.21) —

Reasons should be given if the Company has classified any extraordinary profit or loss items (as defined and listed
in the Explanatory Announcement No. 1 on Information Disclosure for Companies Offering Their Securities to the
Public — Extraordinary Profit and Loss) as recurring gain and loss items

O Applicable v Not applicable
The Company did not classify any extraordinary profit and loss items (as defined and listed in the Explanatory

Announcement No. 1 on Information Disclosure for Companies Offering Their Securities to the Public —
Extraordinary Profit and Loss) as recurring gain and loss items during the reporting period.
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Descriptions of the Group’s principal businesses during the reporting period

During the reporting period, the Group was principally engaged in the design, research and development,
processing and manufacturing, sale service and export trade of products for the energy equipment industry.
The main products included petroleum-drilling machinery equipment, petroleum and natural gas pipeline
equipment, oil and gas exploitation equipment and major key components, and castings and forgings
products, etc. The Group’s products were mainly used in industries in connection with the drilling, machinery
processing, urban pipe network of petroleum, natural gas, coalbed methane, shale gas and other energy
sources. During the reporting period, pipe products and tube blanks contributed over 90% of the Group's
sales, and were the main source of the revenue and profit of the Group. During the reporting period, the
Group made timely adjustments to its product mix by increasing the production and sales volume of tube
blanks based on market trends. As a result, the Group realised a year-on-year increase in operating revenue
and further boosted its profitability.

The Group’s main products are pipe products, tube blanks and high-end castings and forgings. The Group
has adopted a “sales-based production” business model for production under which the Group manufactures,
inspects and delivers products under its production system and according to the plan specified in the
customer orders secured by the sales department through market sales initiatives. The Group has adopted a
centralised procurement model under which the procurement department is responsible for the purchase of
all raw materials, moulds and equipment, including the signing of procurement contracts, procurement status
tracking, facilitating quality improvement of raw materials, etc. The procurement department strictly controls
the selection of suppliers based on a comprehensive overall evaluation index system. It fosters quality
partners and develops long-term and stable strategic partnership. The Group has a relatively mature sales
network and has established a professional team dedicated to sales and import and export operations with
members responsible for domestic and international market research and study, development, product sales
and after-sales services, respectively.

As at the end of the reporting period, the Group had total assets of RMB4.914 billion, representing a decrease
of 5.06% year-on-year. Net assets attributable to shareholders of the listed company were RMB1.713 billion,
representing a decrease of 3.82% year-on-year. Gearing ratio dropped by 0.89 percentage points year-on-
year to 64.30%. During the reporting period, the Company realised an operating revenue of RMB1.898 billion,
representing a growth of 40.98% compared with the corresponding period of last year. Net profit attributable
to shareholders of the listed company increased by RMB41.0747 million form the corresponding period of last
year to -RMB68.2508 million.

General overview of the Group’s industry during the reporting period

The Group operates in the energy equipment industry covering energy sources such as petroleum, natural
gas, shale gas, coal and coalbed methane, which is apparently vulnerable to changes in economic
development cycle, market consumption and demand, cycle of crude oil prices and cycle of raw material
prices. Since 2021, in line with macroeconomic recovery, global demand for oil and gas has been on the rise
and therefore, recovery momentum sustained in the oil and gas industry. However, as industry recovery
lagged behind changes in oil and gas prices, downstream energy equipment manufacturers stilled faced
short-term pressure over supply imbalances. Moreover, bulk commodity prices led to high volatility in raw
material prices, which brought the Group great challenges in costs.

In recent years, with the continued implementation of the “Seven-Year Action Plan” in China, the Group saw a
growth trend in the domestic oil and gas exploration and development market. In the medium to long run, the
national energy security strategy will provide strong support to the development of the oilfield services
industry. Against the backdrop of China’s continued high external dependence on crude oil and natural gas,
the goal of “stabilising oil market and increasing demand for natural gas” will remain unchanged, giving room
for further development of oil exploration and development. The white paper titled Energy in China’s New Era
indicated that, China has intensified efforts for the exploration and exploitation of oil and gas resources, to
increase their reserve and production volumes, and has been enhancing its supply capacity for safer and
higher-quality energy. Furthermore, with the full opening up of the China’s oil and gas exploration and
development market, private and foreign-invested companies and different sectors in the community will have
the opportunities of tapping into the domestic oil and gas exploration and development market, to bring new
blood for China’s oil and gas exploration and development and drive new demand for the energy equipment

industry.
2021 Interim Report
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1. Strength in technological research and development and innovation

The Company has strong R&D capabilities in the field of special equipment for energy equipment, and has
undertaken more than 70 national and provincial-level related scientific research projects. We are the leading
enterprises in China’s energy equipment base with Shandong Provincial Enterprise Technology Center,
Shandong Petroleum Special Pipe Engineering Technology Research Center, and National Accreditation
Laboratory and Weifang Petroleum Machinery Engineering Technology Research Center and other innovation
platforms in place. The Company has built a professional and stable scientific research team through
independent training, introduction of talents, and cooperation with universities and research institutes, which
is creating the enterprises-based and market-oriented technology innovation system with in-depth integration
of production, education and research.

2. Strength in product quality

The Company attaches importance to management of product quality. The Company is well-equipped with
inspection and monitoring equipment. The Company has long been accredited ISO9001 international quality
system certification, ISO14001 environmental management system certification and OHSAS18001
occupational health and safety management system certification and passed the QES management system
follow-up recertification. With the main products being approved to use the industry logo of American
Petroleum Institute (abbreviated as “API”), the Company successfully gained access to the domestic and
global oil field markets. The main products, namely casings, valves, mud pump liners, precision stainless
steel forgings, three kinds of oil pumping units and accessories, are highly marketable globally in major oil-
producing regions such as Europe, the Americas and the Middle East, and are well-received by local and
overseas customers.

3. Strength in marketing

The Company sets foothold in China and goes global. Over the years of development, the Company has built
a network providing long-term, stable, fast and effective sales services and established a loyal, long-lasting
and win-win partnership with mass customers. In the domestic market, the Company has a relatively stable
customer base which includes, without limitation to, oil and gas companies such as PetroChina, Sinopec,
CNOOC and Yanchang Petroleum. The major overseas markets are countries and regions including the
Middle East, Mexico, Canada, Russia, North Africa. The Company’s marketing team consists of talents who
are professionals in international trade and marketing and have relatively extensive experience and strong
business competence, which allows the Company to enjoy, to a certain extent, competitive edge in marketing
of energy equipment products.

4. Strength in furnace rehabilitation technology

Hlsmelt furnace rehabilitation technology is a furnace rehabilitation metallurgical technology of Shandong
Molong which actively follows the national manufacturing transformation and upgrade, continues to develop
the recycling economy and builds a green metallurgical enterprise. The Company has all the technical
intellectual property rights of Hismelt, the only Hismelt industrial chemical plant in the world, rich experience
in Hismelt plant operation and maintenance and strong equipment R&D and manufacturing capabilities. The
Company has obtained HIsmelt furnace rehabilitation technology series patents and authorizations. After the
identification of scientific and technological achievements organized by the Chinese Society for Metals,
Shandong Molong Hismelt furnace rehabilitation technology has reached the international leading level. The
application and promotion of Hismelt furnace rehabilitation technology is expected to become a new profit
growth point for the Company’s future development.
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Strength in new products

During the reporting period, in order to meet market demand, the Group developed a series of new products
and improved its technical know-how by making additional investments in R&D activities. Full set installation
and factory inspection and testing were completed for heat gun equipment. The Group developed and
commenced small-batch trial production of EH sucker rod, which has been up to standard in terms of all
performance indicators and covers the preparatory works for preliminary development of smart logistic oil
pumps. The Group also developed a manufacturing process of boronized pump barrels for oil pumps and
completed the testing and verification in Xinjiang market. The specialised double-channel oil pump product
was completed with its design and manufacturing and has been put into trial run in the oilfields in Xinjiang. As
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See “I. Principal businesses of the Group during the reporting period” for details.

Year-on-year changes in key financial data

4Jv ¢ *F
VS
Operating revenue 1,898,127,577.08

Operating costs 1,726,169,152.48

Selling expenses 5,871,146.55

Administrative expenses 114,235,240.60

Finance costs 59,928,458.91

Income tax expenses 3,033,465.40

Research and development 33,718,872.51
expenditures

Net cash flow generated (19,471,631.29)
from operating activities

Net cash flow generated 117,818,189.36
from investing activities

Net cash flow generated (405,003,055.57)

from financing activities
Net increase in cash and
cash equivalents
Business taxes and
surcharges

(305,871,029.79)

6,681,418.77

Same period
last year

1,346,377,691.82

1,266,769,839.94

4,809,238.16

86,163,288.05

73,135,285.58

1,300,015.86

22,669,450.38

62,467,301.30

(12,605,213.76)

(74,444,055.54)

(26,016,644.43)

10,232,230.64

!
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40.98%

36.27%

22.08%

32.58%

(18.06%)

133.34%

48.74%

(131.17%)

1,034.68%

(444.04%)
(1,075.67%)

(34.70%)

Unit: RMB
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Mainly attributable to the rebound in market prices
and the increase in sales volume of products.

Mainly attributable to the increase in operating
revenue for the current period, resulting in a
corresponding increase in operating costs.

Mainly attributable to the increased business
expenses in line with the increase in revenue for
the period.

Mainly attributable to the carrying out of periodic
examination and maintenance works of subsidiaries
in the first quarter and the low capacity utilisation
rate of certain production lines for further
processing which resulted in the increase in the
relevant expenses.

Mainly attributable to the decrease in financing
amount during the current period.

Mainly attributable to the increase in income tax
expenses as a result of the decrease in deferred
income tax assets.

Mainly attributable to the more investments made for
the research and development of new products
during the current period.

Mainly attributable to the increase in payments for raw
materials during the current period.

Mainly attributable to the collection of a portion of
proceeds from disposal of assets last year during
the current period.

Mainly attributable to the increase in cash repayments
for due debts during the current period.

Mainly attributable to the combined effects of the
operating, investing and financing activities.

Mainly attributable to the decrease in value-added tax
during the current period and the decrease in
property tax and land use tax resulting from the
disposal of certain assets during late of last year.

Significant changes in profit composition or sources of the Group for the reporting period

O Applicable v Not applicable

There were no significant changes in the profit composition or sources of Group during the reporting period.
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Composition of operating revenue

Unit: RMB
) ,QF:g - Same period last year
—~ ;:‘.; C o Percentage of  Year-on-year
A operating increase/
’;\ [ - F I Amount revenue decrease
wh< W
Total operating revenue 1,898,127,577.08 100%  1,346,377,691.82 100% 40.98%
By industry
Special equipment manufacturing  1,898,127,577.08 100.00%  1,346,377,691.82 100.00% 40.98%
By product
Pipe products 1,053,440,211.21 55.50% 1,075,867,038.06 79.91% (2.08%)
Tube blanks 706,827,222.90 37.24% 92,664,669.60 6.88% 662.78%
High-end castings and forgings 74,500,029.58 3.92% 122,510,014.88 9.10% (39.19%)
Three kinds of pumping units 12,529,223.05 0.66% 17,235,153.36 1.28% (27.30%)
Petroleum machinery parts 3,907,356.56 0.21% 5,654,410.20 0.41% (29.65%)
Others 46,923,533.78 2.47% 32,546,405.72 2.42% 4417%
By region
Within China 1,804,034,637.51 95.04%  1,107,541,201.08 82.26% 62.89%
Outside China 94,092,939.57 4.96% 238,836,490.74 17.74% (60.60%)

Industries, products or regions that accounted for over 10% of the Company’s operating
revenue or operating profits

v Applicable O Not applicable

Unit: RMB
Y’ Y’ Y’
ﬂ.—-,r:- n‘-,;r- 94-,7:‘-
fad > Ea
F-r !l g1 g1
4 - p¥N -~ p¥N -~ F
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- P ® g, = - 2 - P ‘< -4 3
. Y . 9 . L]
By industry
Special equipment
manufacturing 1,898,127,577.08 1,726,169,152.48 9.06% 40.98% 36.27% 3.15%
By product
Pipe products 1,053,440,211.21 944,154,644.18 10.37% (2.08%) (6.08%) 3.81%
Tube blanks 706,827,222.90 651,524,260.94 7.82% 662.78% 566.48% 13.32%
High-end castings
and forgings 74,500,029.58 69,202,030.33 7.11% (39.19%) (39.69%) 0.78%
By region
Within China 1,804,034,637.51 1,641,863,528.64 8.99% 62.89% 54.08% 5.20%
Outside China 94,092,939.57 84,305,623.84 10.40% (60.60%) (58.09%) (5.37%)
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Reason(s) for year-on-year changes of over 30% in the underlying data:

v Applicable O Not applicable

Operating revenue and operating costs from tube blanks increased by 662.78% and 566.48% respectively
from the same period of last year, primarily attributable to the increase in product market prices and the
adjustments made by the Company to its product structure to increase production and sales of tube blank
products during the reporting period.

Revenue and operating costs from high-end castings and forgings decreased by 39.19% and 39.69%
respectively from the same period of last year, primarily attributable to the less production and sales activities
of the Company for high-end castings and forgings with reference to market trends.

Revenue from other products increased by 44.17% from the same period of last year, primarily attributable to
the increase in operating revenue as more augmented products of the Company were sold during the
reporting period.

Operating revenue and operating costs from domestic sales increased by 62.89% and 54.08% respectively,
primarily attributable to the more production and sales activities of the Company for tube blanks during the
reporting period.

Operating revenue and operating costs from international sales decreased by 60.60% and 58.09%

respectively, primarily attributable to the significant decrease in operating revenue from export business
under the impact of COVID-19 pandemic outside China and the tax refund policy on line pipes.

FFErF T F

v" Applicable O Not applicable

Unit: RMB
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Non-operating income  1,211,776.85 (2.71%) Mainly comprised of the compensation No

income received in respect of breach of
contract during the current period.

Non-operating 3,240,554.91 (7.24%) Mainly attributable to the compensation No
expenses provided for claims related to investors’

litigation in accordance with the latest
judgment and the loss on scrap on raw
materials.

Credit impairment 1,642,377.15 (8.67%) Mainly attributable to the combined effects of No
losses the provision for impairment losses on

account receivables, bills receivables,
loans granted and other assets in
accordance with the requirements of
accounting standards and the reversal of
impairment losses.

Other income 1,266,838.69 (2.83%) Mainly comprised of the government grants No

received during the current period such as
the work-based subsidies from the local
human resources services centre.
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Monetary funds

Accounts receivables

Inventories

Long-term equity
investments

Fixed assets

Construction-in-
progress

Right-of-use assets
Short-term
borrowings
Contract liabilities
Long-term

borrowings

Lease liabilities

Bills receivables

Financing

receivables

Prepayments

Other receivables

Other current assets

Taxes payable

«™ 7 <

Significant changes in the composition of assets

123
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543,539,364.60

302,058,266.65
1,029,140,296.18

2,314,697.29

2,390,672,383.78
5,301,780.20

3,061,273.77

1,868,626,940.77

108,239,241.39

74,878,648.55

94,022,651.06

11,910,940.80

70,336,556.61

24,281,068.49

7,173,075.76

12,756,441.35

i

o

— <,
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11.06%

6.15%
20.94%

0.05%

48.65%
0.11%

0.06%

38.03%

2.20%

1.52%

1.91%

0.24%

1.43%

0.49%

0.15%

0.26%

As at the end of last year

Percentage

of total

Amount assets
759,979,803.03 14.68%
287,920,595.28 5.56%
787,377,614.78 15.21%
2,314,697.29 0.04%
2,493,577,016.35 48.18%
7,620,542.62 0.15%
4,591,910.73 0.09%
2,054,225,378.29 39.69%
83,749,468.02 1.62%
114,063,150.53 2.20%
4,968,359.84 0.10%
164,945,170.51 3.19%
33,575,777.00 0.65%
24,755,942.84 0.48%
156,486,818.72 3.02%
21,904,932.90 0.42%
27,192,105.60 0.53%

Increase/
decrease in
percentage

(3.62%)

0.59%
5.73%

0.01%

0.47%
(0.04%)

(0.03%)

(1.66%)

0.58%

(0.68%)

(0.10%)

(1.28%)

(0.41%)

0.95%

(2.53%)

(0.27%)

(0.27%)

Unit: RMB

Descriptions of the significant change

Mainly attributable to the increase in
payments for raw materials and
the increase in repayments of
debts during the current period.

Mainly attributable to the Company’s
failure of prompt delivery of certain
products.

Mainly attributable to the transfer of
certain projects to fixed assets at
the end of the reporting period for
accounting purposes.

Mainly attributable to the amortisation
of right-of-use assets for the
current period.

Mainly attributable to the repayment
of certain short-term borrowings
during the current period.

Mainly attributable to the increase in
receipts in advance at the end of
the current period.

Mainly attributable to the decrease in
long-term borrowings due after
one year during the current period.

Mainly attributable to the transfer to
non-current liabilities due within
one year at the end of the
reporting period for accounting
purposes.

Mainly attributable to the decrease in
settlement amount of trade
acceptance bills during the
current period.

Mainly attributable to the decrease in
settlement amount of bank
acceptance bills during the
current period.

Mainly attributable to the increase in
prepayments for material
procurements as at the end of the
current period.

Mainly attributable to the collection of
a portion of proceeds from
disposal of assets last year during
the current period.

Mainly attributable to the decrease in
input value-added tax as at the
end of the current period.

Mainly attributable to the decrease in
tax payments as at the end of the
current period as compared to
that as at the end of last year.
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Other payables

Other current
liabilities

Estimated liabilities

Long-term payables

Unit: RMB

A "« .
« ol As at the end of last year
' - < Percentage  Increase/
” , ,‘,ﬂf of total decrease in
‘A qu_ . , Amount assets percentage  Descriptions of the significant change

57,234,279.85 1.16% 43,853,326.94 0.85% 0.31% Mainly attributable to the increase in
accrued energy charges as at the
end of the current period.

50,195,434.08 0.97% (0.69%) Mainly attributable to the decrease in
unmatured endorsed trade
acceptance bills during the
current period.

14,392,824.64 0.28% (0.09%) Mainly attributable to the decrease in
compensation amount of the
outstanding investors’ litigations
as at the end of the current period.

4,585,000.00 0.09% (0.09%) Mainly attributable to the transfer to

non-current liabilities due within
one year at the end of the
reporting period for accounting

13,994,068.22 0.28%

9,325,722.88 0.19%

pUrposes.
2. Major overseas assets
O Applicable v Not applicable
Assets and liabilities measured at fair value
v Applicable O Not applicable
Unit: RMB
F o= - ¥
R
L4 r! D
nv - ’V NG F‘: Pl ” L\
B e 1 | LR
ML\ ”Fﬂ F ¥, “ u‘Fgw_ v‘Fﬂ{ ML G\
, gFFFy % u‘Fw_F.ﬂéF Pt S S Mo<
< < N B | P K | B ] T ] Q - sT:d T |
Financial assets
Financing
receivables 33,575,777.00 — — — — —  (21,664,836.20) 11,910,940.80
Total of the above 33,575,777.00 — — — — —  (21,664,836.20) 11,910,940.80

Financial liabilities — — — — — —

Other changes

Other changes in the financing receivables are the net amount of new and matured or endorsed bank

acceptance bills during the current period.

Whether there were any significant changes in the measurement attributes of the Company’s

major assets during the reporting period

OYes v No

2021 Interim Report
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4.

2.

3.

4.

,‘W "< . | e

1.

Restrictions on asset rights as at the end of the reporting period

A

Monetary funds

Bills receivable

Fixed assets
Intangible assets
Financing receivables

Accounts receivables
Monetary funds

,
B, " ~x

™o -~

198,261,570.58
77,009,807.06
220,920,511.71
156,206,609.30
8,000,000.00

59,537,365.00
2,590,296.19

Unit: RMB

d” rF()a“; “r‘::F

Security deposits
Pledge of bills
Charge for loans
Charge for borrowi
Pledge of bills

ngs

Factoring financing of accounts

receivables
Frozen for litigation

Total

722,526,159.84

General

O Applicable v Not applicable

Significant equity investments acquired during the reporting period

O Applicable v Not applicable

Significant non-equity investments in progress during the reporting period

O Applicable v Not applicable
Investments in financial assets
(1) Investments in securities

O Applicable v" Not applicable

The Company did not hold any investments in securities during the reporting period.

(2) Investments in derivatives

O Applicable v Not applicable

The Company did not hold any investments in derivatives during the reporting period.

.'\\’

< T

Disposals of material assets

O Applicable v Not applicable

# < Fe” <
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2. Disposal of material equity interests

O Applicable v Not applicable

/‘ -AT” f"rn ’;rf" fF‘:‘f ‘ ”F F "’ K‘ _‘"’SF‘

v Applicable O Not applicable

Major subsidiaries and invested companies affecting over 10% of net profit of the Company

Unit: RMB
i ¢
e Fe o o,
4 ; Uy
e MF wIF W F <™ <7 < A < <k ¢ Ayl be=y
Shouguang Subsidiary  Production and sale of oil equipment 15,000 891,929,328.08  (15,281,948.24) 1,800,604,326.08 92,368,893.44 91,918,278.16
Baolong and castings and forgings
Weihai Subsidiary  Casting of ferrous metals; steel rolling 2600  157,271,250.10  104,036,130.88 23,994,073.66 (6,987,846.58)  (7,147,926.97)
Baolong and processing; recycling of
productive scrap metals;
manufacturing of special
equipment; import and export of
goods, import and export of
technology
Shouguang ~ Subsidiary  Research of new materials for energy 71238 1,404,158655.25 31349091852  635359,623.14  (34,941970.02)  (34,868,045.80)
Maolong equipment; production and sale of

metal castings and forgings; sea
water desalination; waste heat
and gas power generation.

Acquisitions and disposals of subsidiaries during the reporting period
O Applicable v Not applicable

Information on major controlled and invested companies

Nil

Voag N P P < G
O Applicable v Not applicable

o 4
R L - 71 LR - o

(1) Market risk

The Company operates in the energy equipment and service industry. The development and sentiment of the
energy industry are directly relevant to the growth of the industry where the Company operates in. Crude oil
prices are highly cyclical and volatile as they are subject to fluctuation due to global economic growth rate,
regional, political, financial, supply and demand, and a number of other factors. At times of low oil prices, oil
and gas companies accordingly cut capital expenditures, invest less in exploration and development, and
thus the demand for equipment and services in the oil and gas industry becomes weaker. In response, the
Company will adjust its product structure and market plan in a timely manner according to market changes.
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(2)

(3)

(4)

Raw material price fluctuation risk

Fluctuations in raw material prices affect directly the manufacturing costs of products which have a direct
impact on product prices. The Company closely monitors the movements of raw material prices and controls
the manufacturing costs of product by certain ways such as locking the raw material prices, and will timely
adjust the product prices and product mix according to situations.

Policy risk

In recent years, the PRC has continuously raised environmental protection requirements, and environmental
protection policies have become more frequently issued and stricter. Environmental protection supervision
has been continuously implemented. The improvement of emission standards is bound to increase the
Company’s environmental protection related costs. The Company has always been aiming at “energy saving,
emission reduction and harmonious development”, vigorously pursuing circular economy, maximising
resource utilization, and increasing environmental protection investment to ensure the waste discharges of
the Company is up to standards.

Exchange rate risk
Any changes in the RMB exchange rate have impact on the Company’s operating results. The Company will

closely monitor the changes in exchange rates and will take timely measures to avoid any risks caused by
changes in the RMB exchange rate.

l,q !‘ > “
W Fr BT S Fy v oo oK

Results

The Group’s revenue and the financial positions of the Group and of the Company for the first half of 2021 are
set out in the financial report/financial statements in Section X of this interim report.

Financial highlights

Summary of the results and of the assets and liabilities of the Group’s interim results and assets and liabilities
for the past 2 financial years is summarised as follows:

= i ”‘ﬁ‘ 304'|4F

z 2021 2020

) |~" B’0,000 RMB’0,000
Total operating revenue 189,812.76 134,637.77
Operating profit (4,270.97) (12,018.06)
Total profit (4,473.85) (12,253.83)
Net profit (4,777.20) (12,383.83)
Minority interests 2,047.88 (1,451.28)
Net profit attributable to shareholders of the parent company (6,825.08) (10,932.55)
Basic earnings per share (RMB) (0.0855) (0.137)
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i 7w ”‘ﬂ‘ 30,

{; 30;:, r 2021 30 June 2020

|~‘ B0’000 RMBO0'000
Total assets 491,362.55 544,877.85
Total liabilities 315,966.17 378,392.14
Net assets 175,396.38 166,485.71

3. Changes in share capital

There were no changes in the share capital of the company during the first half of 2021. Details are set out in
note (VII) to the financial report/financial statements in Section X of this interim report.

4. Reserves and distributable reserves

2021 Interim Report
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10.

11.

12.

13.

Directors’, supervisors’ and chief executive’s interests in securities under the

Securities and Futures Ordinance (“SFO”) of Hong Kong

As at 30 June 2021, the following directors, supervisors and chief executives of the Company had (a) interests
and short positions in the shares, underlying shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO), which were required to be notified to the Company
and the SEHK pursuant to Divisions 7 and 8 of Part XV of the SFO (including the interests or short positions
which they were taken or deemed to have under such provisions of the SFO), or (b) interests and short
positions which were required, pursuant to section 352 of the SFO, to be entered in the register referred to
therein, or (c) interests and short positions which were required pursuant to the Model Code for Securities
Transactions by Directors of Listed Company (the “Model Code”) as set out in Appendix 10 to the Listing

Rules, to be notified to the Company and to the SEHK as below:

4
evjv -qes !"‘.

" N\~ “d" -« = P ¢
K Fe-w  Mweofemg A e Ao o)
Liu Yun Long Long position  Beneficial interest 2,500 0.00%
Wang Quan Hong Long position  Beneficial interest 139,500 0.03%

i

4
e(vj- PN ,.,‘_‘

g & A
<« <

- L
T

T )

0.00%
0.02%

Note: The approximate percentage is based on the 541,722,000 A shares and 797,848,400 shares in issue as at 30 June

2021.

Saved as disclosed above, as at 30 June 2021, to the best knowledge of any directors, supervisors or chief
executive of the Company, none of the directors, supervisors or chief executive of the Company had any
interests or short positions in the shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO), which (a) were required pursuant to
section 352 of the SFO to be entered in the register referred to therein, or (b) were required pursuant to the

Model Code to be notified to the Company and the SEHK.

Directors’ and supervisors’ rights to acquire shares or debentures

None of the directors or supervisors or their respective associates (as defined under Rule 1.01 of the Listing
Rules) was granted by the Company or its subsidiaries any rights to acquire any shares in or debentures of

the Company or had exercised any such rights in the first half of 2021.
Share option scheme
The Company does not operate any share option scheme.

Substantial shareholders

Details are set out in the section headed “Changes in share capital and shareholders” in Section VII of this

interim report.

Directors’ and supervisors’ interests in contracts

There were no contracts of significance to the business of the Group and in which any of the directors or
supervisors had a material interest, whether directly or indirectly, subsisted in the first half of 2021 or as at 30

June 2021.
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14.

15.

16.

17.

18.

19.

Material contracts

No contract of significance has been entered into between the Company (or any of its subsidiaries) and the
controlling shareholders of the Company (or any of their subsidiaries), and no contract of significance for the
provision of services to the Company (or any of its subsidiaries) by any of the controlling shareholders of the
Company (or any of their subsidiaries) has been entered.

Purchase, sale or redemption of securities

None of the Company or any of its subsidiaries has purchased, sold or redeemed any listed securities of the
Company during the first half of 2021.

Pre-emptive rights

There is no provision for pre-emptive rights under the articles of association of the Company or the laws of the
PRC which would oblige the Company to offer new shares on a pro rata basis to existing shareholders.

Corporate Governance

The Company has strictly complied with requirements of laws, regulations and regulatory documents
including the Company Law, the Securities Law, the Code of Corporate Governance of Listed Companies and
the Guidelines for Articles of Association of Listed Companies since its establishment and continued to raise
its corporate governance standards. During the reporting period, the Company continued to enhance its
governance system and operation procedures in accordance with the work plan of the regulatory authorities
and the latest regulatory requirements. There were no differences between the actual conditions of the
Company’s corporate governance and the requirements under the CSRC'’s related laws and regulations. The
Company has adopted all code provisions set out in the Corporate Governance Code of Appendix 14 to the
Listing Rules of the SEHK of Hong Kong.

During the reporting period, the Company has complied with the code provisions set out in the Corporate
Governance Code (the “Code”) as contained in Appendix 14 to the Listing Rules of The Stock Exchange of
Hong Kong Limited without any deviation. None of the directors of the Company was aware of any information
that would reasonably indicate that the Company was not in compliance with the code provisions of the Code
at any time during the reporting period.

Directors’ Securities Transactions

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) as set out in Appendix 10 to the Listing Rules of the SEHK and requires directors to follow the
Model Code while conducting securities transactions. The Model Code also applies to the Company’s senior
management. The Company has made specific enquiries to all directors and all of them have confirmed that
they have fully complied with the Model Code during the six months ended 30 June 2021.

Sufficiency of public float
According to information publicly available to the Company and to the best knowledge of the directors, the

directors confirmed that the Company has maintained a sufficient public float as required under the Listing
Rules of the SEHK throughout the current year and up to the date of this report.

2021 Interim Report
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20. Substantial shareholders’ interests in securities
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21. Liquidity and financial resources

As at 30 June 2021, the Group recorded a current ratio of 67.99%, quick ratio of 34.39%, receivable turnover
ratio of 1286.91% and inventory turnover ratio of 380.11%. The main source of the Group’s capital is the cash
inflow from operating activities, borrowings from financial institutions and others. The Group’s capital needs
do not have obvious seasonal pattern.

As at 30 June 2021, the Group had total borrowings of RMB2.064 billion (as at the end of last year, the Group
had total borrowings of RMB2.313 billion). As at 30 June 2021, the Group had monetary funds of RMB544
million (monetary funds as at the end of last year of RMB760 million).

22. Gearing ratio
The Group’s gearing ratio was approximately 64.30% (2020: approximately 65.19%) which is calculated
based on the Group’s total liabilities of approximately RMB315,966 ten thousand (2020: approximately
RMB337,407 ten thousand) and total assets of approximately RMB491,363 ten thousand (2020: approximately
RMB517,564 ten thousand).

23. Treasury policy

The Group has established a sound and strict internal control system for cash and fund management so as to
strengthen its financial management. Most of the Group’s revenues are denominated in RMB. The Group’s
liquidity and solvency are in good condition.

24. Restricted assets

As at 30 June 2021, the Group had restricted assets as follows:

r

B,. ~, "<
4 Mo RO coeF
Monetary funds 198,261,570.58 Security deposits
Bills receivable 77,009,807.06 Pledge of bills
Fixed assets 220,920,511.71 Charge for borrowings
Intangible assets 156,206,609.30 Charge for borrowings
Financing receivables 8,000,000.00 Pledge of bills
Accounts receivables 59,5637,365.00 Factoring financing for

accounts receivables

Monetary funds 2,590,296.19 Frozen for litigation
Total 722,526,159.84 —

Pursuant to a finance lease contract entered into between the Company and Cosco Shipping Leasing Co.,
Ltd. (“Cosco Shipping”), the Company commenced the finance lease business using certain equipment by
way of sale and leaseback arrangement. As at 30 June 2021, the equipment had a cost of RMB18,705.96 ten
thousand and a net book value of RMB11,761.53 ten thousand. The financing amount under the contract was
RMB15,000.00 ten thousand. The contract will expire on 15 April 2022.
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25.

26.

The Company and Shouguang Maolong (a subsidiary of the Company) entered into a financing agreement
with Great Wall Asset Management, pursuant to which, the Company provided collaterals to secure the
financing of the Company and Shouguang Maolong (a subsidiary of the Company) by its own land use rights
and the relevant ground buildings with licence numbered Shou Guoyong (2011) No. 0164, Shou Guoyong (2009)
No. 0204, Shou Guoyong (2010) No. 0083, Shou Guoyong (2010) No. 0082, Shou Guoyong (2009) No. 0203,
Lu (2019) Shouguang City Fixed Asset Right No. 0015760, Lu (2019) Shouguang City Fixed Asset Right No.
0015758, Lu (2019) Shouguang City Fixed Asset Right No. 0015752, Lu (2019) Shouguang City Fixed Asset
Right No. 0015747, Lu (2019) Shouguang City Fixed Asset Right No. 0015757, Wen Guoyong (2006) No.
160005 and Wen Guoyong (2010) No. 160001. The financing amount of the Company under the contract was
RMB19,240.85 ten thousand. As at 30 June 2021, the above pledged land use rights had an book value of
RMB15,620.66 ten thousand and the real property buildings had a book value of RMB10,330.52 ten thousand.
The contract will expire on 30 June 2023.

Contingent liabilities

As at 30 June 2021, the claim cases against the Company by investors regarding false statements about
securities have been accepted by the Jinan Intermediate People’'s Court (00 OO0 OO OO), and the
aggregate sum involved was RMB123,681,563.45. Currently, the total amount involved in cases that have
been judged or closed through mediation is RMB112,710,124.78, with a final settlement amount of
RMB64,919,444.92. For those closed cases, the Company is performing its obligations according to the
judgments. For those cases that have been heard but pending for judgment and those cases that have not
been heard, provision for estimated liabilities of RMB9,325,722.88 were made at a rate of 85% with reference
to the previously closed cases. The Company has made cumulative total provisions for estimated liabilities of
RMB74,245,167.80 in respect of this issue so far.

Business review
Key financial and results performance indicators

During the reporting period, the Group achieved an unaudited operating revenue of RMB189,812.76 ten
thousand, representing an increase of 40.98% compared to the corresponding period of last year. Unaudited
net profit attributable to shareholders of the listed company was a loss of RMB6,825.08 ten thousand,
compared to a loss of RMB10,932.55 ten thousand in the corresponding period of last year. Basic earnings
per share was -RMB0.0855 per share, compared to -RMB0.137 per share for the same period of last year.
Review of the Group’s results for the half year ended 30 June 2021 is set out in the sections headed “Discussion
and Analysis of Operations” and “Financial Report” of this report.

Risk management
It is a development strategy of the Group to establish a risk management system covering all the business
segments that monitors, assesses and manages various risks in the Group’s activities. Management has

identified the major risks of the Group and regularly reviews its exposure to industry, policy, operational and
currency risks.
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28.

Sustainability Initiatives

The Group has been committed to contributing to the sustainability of the environment and maintaining a high
standard of corporate social governance essential for creating a framework for motivating staff and promoting
sustainable relationships with customers, suppliers, service vendors, regulators and shareholders, and
contributes to the community in which we conduct our businesses for creating a sustainable return to the
Group. The Group has implemented energy saving practices in offices and branch premises where
applicable.

The Group has a set of compliance and risk management policies and procedures in place. Members of
senior management are delegated with the responsibility to continuously monitor adherence and compliance
with all significant legal and regulatory requirements. These policies and procedures are reviewed regularly.
As far as the Company is aware, it has complied in material aspects with the relevant laws and regulations
that have a significant impact on the business and operation of the Company and its subsidiaries.

Significant events subsequent to the reporting period

Reference is made to the announcement of the Company dated 14 July 2021. As disclosed therein, the
Company received a notice from a subsidiary, Shouguang Baolong Petroleum Equipment Co., Ltd. (0O OO
O0O0O0O0oooo) (“Shouguang Baolong”) in relation to its suspension of production for inspection and
maintenance. Taking into account the business of Shouguang Baolong in recent years, in order to further
optimise production process, enhance product competitiveness and improve overall efficiency, Shouguang
Baolong has suspended production for inspection and maintenance in accordance with its production
arrangement, and has carried out modification and upgrade of its existing production lines. The duration of
the suspension of production has not been determined. It is expected that the suspension of production for
inspection and maintenance as well as the modification and upgrade of Shouguang Baolong will lead to an
increase in the related costs and expenses of the Company, which will have an adverse impact on the
operating results of the Company in the second half of 2021. However, in the long run, the completion of the
suspension of production for inspection and maintenance as well as the modification of Shouguang Baolong
will facilitate and enhancement of stability of the equipment of the production lines, further enhance product
competitiveness and improve overall efficiency.

Save as disclosed above, the Group had no significant events subsequent to the reporting period.
Audit Committee

The Audit Committee of the Company (with members consisting of three independent non-executive
directors) held two meetings during the six months ended 30 June 2021 to discuss matters such as the
accounting standards and practices adopted by the Group, internal control and financial reporting, and has
reviewed the unaudited interim results for the six months ended 30 June 2021. Based on the discussions in
the meetings, the Audit Committee was satisfied that the financial statements were prepared in accordance
with applicable accounting standards and fairly present the Group’s financial position and the results for the
six months ended 30 June 2021. The interim results for the six months ended 30 June 2021 have not been
reviewed and audited by the auditors of the Company.
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1. General meetings during the reporting period

: 4
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2021 first extraordinary
general meeting

2020 annual general
meeting
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Extraordinary 30.08% 3 March 2021 4 March 2021 Announcement of the resolutions

general passed at 2021 first extraordinary

meeting general meeting (2021-010);
Legal opinion on 2021 first
extraordinary general meeting. For
details of the above
announcement, please refer to
China Securities Journal, Shanghai
Securities News, Securities Dally,
Securities Times and the website
of cninfo (www.cninfo.com.cn).

22 May 2021 Announcement of the resolutions

Annual general 57.12% 21 May 2021

meeting passed at 2020 annual general
meeting (2021-039); Legal opinion
on 2020 annual general meeting.
For details of the above
announcement, please refer to
China Securities Journal, Shanghai
Securities News, Securities Daily,
Securities Times and the website

of cninfo (www.cninfo.com.cn).

2. Extraordinary general meeting convened at the request of preferred shareholders
with restored voting rights

O Applicable v Not applicable
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O Applicable v Not applicable

There were no changes in directors, supervisors and senior management of the Company during the reporting
period. Please refer to the 2020 Annual Report for details.

. 4 e Pl A - - ¢ Fl ] ~Iv ‘ )
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O Applicable v Not applicable

The Company did not plan to pay any cash dividends or issue any bonus shares or transfer any reserve to capital
for the half year.

.
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O Applicable v Not applicable

The Company did not have or operate any stock incentive schemes, employee share schemes or other employee
incentive measures during the reporting period.

2021 Interim Report

25



sC a’ \,"M A\ AADwCA "saeB
W oF B R

Whether the listed company and its subsidiaries are listed by the environmental authorities as a critical pollutant
discharging entity

v'Yes O No
vy , LAY | Aove, W
O W e,
({'"F "Fz’ I (2 4 5 t_‘ o DeunF - D ”; L (2 S S A A
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Shandong Molong Sulfur dioxide Organised 1 Production complex Omg/m? 50mg/m? 0 — No
Shandong Molong Nitrogen oxides Organised 1 Production complex 109mg/m? 150mg/m?  726.72 kilograms — No
Shandong Molong Particulate matter Organised 1 Production complex 2.9 mg/m? 10mg/m®  109.92 kilograms — No
Shandong Molong Sulfur dioxide Organised 1 Production complex 12mg/m? 50mg/m®  27.6 kilograms — No
Shandong Molong Nitrogen oxides Organised 1 Production complex 115mg/m? 150mg/m?® 1,190 kilograms — No
Shandong Molong Particulate matter Organised 1 Production complex 3.4mg/m? 10mg/m°®  109.92 kilograms — No
Shandong Molong Sulfur dioxide Organised 1 Production complex Omg/m? 50mg/m? 0 — No
Shandong Molong Nitrogen oxides Organised 1 Production complex 17mg/m? 150mg/m? 1,030 kilograms — No
Shandong Molong Particulate matter Organised 1 Production complex 6.8mg/m? 10mg/m®  362.64 kilograms — No
Shandong Molong Sulfur dioxide Organised 1 Production complex Omg/m® 50mg/m? 0 — No
Shandong Molong Nitrogen oxides Organised 1 Production complex 44mg/m3 150mg/m®  12.96 kilograms — No
Shandong Molong Particulate matter Organised 1 Production complex 8.5mg/m? 10mg/m? 2.4 kilograms — No
Shandong Molong Sulfur dioxide Organised 1 Production complex Omg/m3 50mg/m? 0 — No
Shandong Molong Nitrogen oxides Organised 1 Production complex 52mg/m? 150mg/m?®  8.16 kilograms — No
Shandong Molong Particulate matter Organised 1 Production complex 8.1mg/m? 10mg/m® 1.4 kilograms — No
Shandong Molong Particulate matter Organised 1 Production complex 5.8mg/m? 10mg/m®  11.52 kilograms — No
Shandong Molong Hydrogen chloride  Organised 1 Production complex 1.956mg/m? 15mg/m®  17.7 kilograms — No
Shandong Molong Hydrogen chloride  Organised 1 Production complex 2.476mg/m? 15mg/m®  82.06 kilograms — No
Shandong Molong Benzene Organised 1 Production complex Omg/m? 0.5mg/m? 0 — No
Shandong Molong Toluene Organised 1 Production complex Omg/m? 5mg/m? 0 — No
Shandong Molong Xylene Organised 1 Production complex Omg/m? 15mg/m? 0 — No
Shandong Molong Volatile organic Organised 1 Production complex 18.1mg/m? 50mg/m® 120 kilograms — No
compounds
Shandong Molong Benzene Organised 1 Production complex Omg/m? 0.5mg/m? 0 — No
Shandong Molong Toluene Organised 1 Production complex Omg/m? 5mg/m3 0 — No
Shandong Molong Xylene Organised 1 Production complex Omg/m? 15mg/m? 0 — No
Shandong Molong Volatile organic Organised 1 Production complex 20.42mg/m? 50mg/m?  3.36 kilograms — No
compounds
Shandong Molong Benzene Organised 1 Production complex Omg/m? 0.5mg/m? 0 — No
Shandong Molong Toluene Organised 1 Production complex Omg/m? 5mg/m? 0 — No
Shandong Molong Xylene Organised 1 Production complex Omg/m? 15mg/m? 0 — No
Shandong Molong Volatile organic Organised 1 Production complex 17.52mg/m? 50mg/m®  103.36 kilograms — No
compounds
Shandong Molong Benzene Organised 1 Production complex Omg/m? 0.5mg/m? 0 — No
Shandong Molong Toluene Organised 1 Production complex Omg/m3 5mg/m? 0 — No
Shandong Molong Xylene Organised 1 Production complex Omg/m® 15mg/m? 0 — No
Shandong Molong Volatile organic Organised 1 Production complex 7.02mg/m? 50mg/m®  40.7 kilograms — No
compounds
Shandong Molong Sulfur dioxide Organised 1 Production complex 0.987mg/m® 50mgim®  41.3 kilograms — No
Shandong Molong Nitrogen oxides Organised 1 Production complex 23.7mg/m? 150mg/m® 1,250 kilograms — No
Shandong Molong Particulate matter Organised 1 Production complex 0.401mg/m? 10mg/m®  15.97 kilograms — No
Shandong Molong Sulfur dioxide Organised 1 Production complex 9mg/m? 50mg/m?®  117.6 kilograms — No
Shandong Molong Nitrogen oxides Organised 1 Production complex 70mg/m? 150mg/m® 4,530 kilograms — No
Shandong Molong Particulate matter Organised 1 Production complex 5mg/m? 10mg/m®  226.34 kilograms — No
Shandong Molong Sulfur dioxide Organised 1 Production complex 6mg/m? 50mg/m® 94,080 kilograms — No
Shandong Molong Nitrogen oxides Organised 1 Production complex 61mg/m? 150mg/m® 2,210 kilograms — No
Shandong Molong Particulate matter Organised 1 Production complex 7.4mg/m? 10mg/m®  188.6 kilograms — No
Shandong Molong Particulate matter Organised 1 Production complex 6.3mg/m? 10mg/m°®  163.68 kilograms — No
Shandong Molong Particulate matter Organised 1 Production complex 5.8mg/m? 10mg/m?® 1,340 kilograms — No
Shandong Molong Particulate matter Organised 1 Production complex 7.4mg/m? 10mg/m®  401.8 kilograms — No
Shandong Molong Benzene Organised 1 Production complex Omg/m? 0.5mg/m? 0 — No
Shandong Molong Toluene Organised 1 Production complex 1.92mg/m? 5mg/m® 1203 kilograms — No
Shandong Molong Xylene Organised 1 Production complex 0.477mg/m? 15mg/m®  29.8 kilograms — No
Shandong Molong Volatile organic Organised 1 Production complex 1.26mg/m? 50mg/m*  960.3 kilograms — No
compounds
Shouguang Maclong ~ Sulfur dioxide Organised 1 Production complex 17mg/m? 50mg/m* 7,270 kilograms — No
Shouguang Maclong ~ Nitrogen oxides Organised 1 Production complex 17.3mg/m? 150mg/m® 4,050 kilograms — No
Shouguang Maclong ~ Particulate matter Organised 1 Production complex 0.735mg/m* 10mg/m® 316 kilograms — No
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Shouguang Baolong Particulate matter Organised 1 Production complex 2.32mg/m? 10mg/m® 6,720 kilograms — No
Shouguang Baolong Particulate matter Organised 1 Production complex 1.02mg/m? 10mg/m® 982 kilograms — No
Shouguang Baolong Particulate matter Organised 1 Production complex 5.7mg/m? 10mg/m®  166.93 kilograms — No
Shouguang Baolong Particulate matter Organised 1 Production complex 5.6mg/m? 10mg/m® 4,190 kilograms — No
Shouguang Baolong Particulate matter Organised 1 Production complex 6.2mg/m? 10mg/m? 1.2 kilograms — No
Shouguang Baolong Particulate matter Organised 1 Production complex 6.2mg/m? 10mg/m®  600.62 kilograms — No
Shouguang Baolong Sulfur dioxide Organised 1 Production complex Omg/m? 50mg/m? 0 — No
Shouguang Baolong Nitrogen oxides Organised 1 Production complex 43.4mg/m? 150mg/m®  10.67 kilograms — No
Shouguang Baolong Particulate matter Organised 1 Production complex 4.2mg/m? 10mg/m®*  1.03 kilograms — No

Construction and operation of pollution prevention and control facilities

The Company and its subsidiaries conducted their environmental works in strict compliance with the environmental
laws and regulations such as the Law of the People’s Republic of China on Environmental Protection, the Law of the
People’s Republic of China on the Prevention and Control of Atmospheric Pollution, the Law of the People’s
Republic of China on Prevention and Control of Pollution from Environmental Noise and the Law of the People’s
Republic of China on Prevention and Control of Water Pollution.

Wastewater treatment facilities: The Company has equipped all production plants with integrated sewage treatment
facilities in all factories which have been in normal operation. Wastewater discharged from production process are
treated and recycled without outward discharge;

Exhaust treatment facilities: The Company has equipped production lines in all production complexes with the
corresponding environmental facilities, including denitration and electrostatic/electric precipitator, fabric filter, acid
mist treatment equipment and volatile organic compounds treatment equipment, to ensure effective treatment and
discharge of exhausts generated from the production process.

Environmental impact assessment of construction projects and other administrative permissions for
environmental protection

The Company strictly complied with the requirements of the environmental laws and regulations to carry out
environmental impact assessment of contraction project. The construction projects have all passed the
environmental impact assessment procedures and been accepted by the relevant competent authorities, where
filing procedures have been carr cons# 10 9ograms
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Administrative penalties arising from environmental issues during the reporting period

During the reporting period, the Company was not subject to any administrative penalties arising from environmental
issues.

Other discloseable environmental information
There was no other discloseable environmental information during the reporting period.
Other environmentally related information

There was no other environmentally related information during the reporting period.

o - ! ¥ =
During the reporting period, the Company attached great importance to the performance of social responsibility,
and has taken a proactive stance in fulfilling social responsibility which was epitomised in the following aspects:

1. Safeguarding shareholders’ interest

The Company had established a relatively well-established governance structure and a comprehensive
internal control system. Such measures guaranteed the soundness and the level of control of the decision
making mechanism of the Company on material issues. At general meetings, the Company adopted both on-
the-spot plus online voting to enhance the participation of shareholders. The assembly, convention and voting
procedures of the meeting complied with the requirements of the laws, regulations and the Articles of
Association. The Company established various forms of communication platforms and channels with the
investors through different measures and conducted timely, true, accurate and comprehensive regular
information disclosure in strict compliance with the relevant laws, regulations, the Articles of Association and
the requirements of the relevant system of the Company in order to ensure that all shareholders of the
Company were given fair, just, open and adequate opportunities to acquire the information of the Company,
which is aim at protecting various legal rights of all shareholders as stipulated by the laws, regulations and
articles in a fair manner.

2. Safeguarding employees’ interest

The Company highly emphasised the nurture of talents. We strived to improve the quality of our staff and
realised mutual growth of our staff and the enterprise by offering our staff with career planning and organising
various corporate training. The Company offered various social insurance to our staff and established relief
fund to care and support staff in difficult times and created a harmonious working environment.

3. Actively participating in social undertakings

The Company pays great attention to the creation of social value and places our focus of fulfilling social
responsibility on actively participating in social services. We spare no effort to join social undertakings and
charity activities and organised numerous donations with a view to rewarding the society within our capacity.
During the first half of 2021, the Company proactively participated in social welfare undertakings by actively
liaising with blood donation centres in the central district of Weifang City, advocating and arranging around
100 staff members to participate in voluntary blood donation public welfare activities, which demonstrated the
social responsibility and undertaking of the Company.
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O Applicable v Not applicable
There were no commitments that were fully performed by the Company’s actual controllers, shareholders, related

parties, acquirers and the Company and other committing parties during the reporting period, and there were no
outstanding commitments as at the end of the reporting period.
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O Applicable v Not applicable

There was no occupation of non-operating funds of the listed company by controlling shareholders and other
related parties during the reporting period.

SR & AR |

O Applicable v Not applicable
There were no illegal external guarantees during the reporting period.
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Whether the interim financial report has been audited

29

OYes v No

The Company'’s interim report is unaudited.
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O Applicable v Not applicable
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O Applicable v Not applicable
4
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O Applicable v Not applicable

There were no matters related to bankruptcy and reorganisation during the reporting period.
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Significant litigations and arbitrations

O Applicable v Not applicable

The Company was not involved in any significant litigations or arbitrations during the reporting period.
Other lawsuits

v Applicable O Not applicable
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Investor litigation cases 11,271.01 No  The litigation cases have been  The Company has The Company is in the Not applicable  http:/fwww.cninfo.com.cn
that have been judged or closed through recognised the process of paying claims
judged or closed mediation, please refer to expenses in respect of amounting to
through mediation section X of this report the litigations. RMB6,491.94 ten
under the fitle headed “XIV.2 thousand for closing the
Contingencies” for details Cases.
Investor litigation cases 1,097.15 Yes  The litigation cases have been ~ The Company hasmade ~ The cases are in progress. Not applicable  http:/fwww.cninfo.com.cn
that have been heard heard but pending for provision for the
but pending for judgment or have not been litigations.

judgment or have not

heard, please refer to

been heard section X of this report

under the title headed “XIV.2

Contingencies” for details

Note: The above litigations reflect the overall investor compensation litigations against the Company regarding false statements
about securities since 2017 up to the end of this reporting period.
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O Applicable v Not applicable

There were no punishments and rectifications during the reporting period.

F‘d“f‘; &n_‘r"’r a4 fF‘rf Fﬂ g ’ "’ﬂ”"” f‘:‘f -
O Applicable v Not applicable

SF T QT T F

1. Related party transactions associated with the day-to-day operations

O Applicable v Not applicable

The Company did not enter into any related party transaction associated with the day-to-day operations
during the reporting period.
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2. Related party transactions in connection with acquisition and disposal of assets or
equity interests

O Applicable v Not applicable

There were no related party transactions in connection with acquisition or disposal of assets or equity interest
during the reporting period.

3. Related party transactions in connection with joint external investment
O Applicable v Not applicable

There were no related party transactions in connection with joint external investment during the reporting
period.

4. Amounts due from/to related parties
v Applicable O Not applicable
Any non-trade amounts due from/to related parties
v Yes ONo

Debts due to related parties:

"
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Shouguang Jinxin Original controlling Financial assistance 10,000 33,900 38,900 3.85% 135.95 5,000

shareholder

Impact of the related debts After the consideration and approval at the fifth special meeting of the sixth
on the operating results session of the board of directors and the 2020 first extraordinary general
and financial position of the meeting of the Company, Shouguang Jinxin, an original controlling
Company shareholder of the Company, provided financial assistance of up to RMB350
million to the Company for a term of less than one year. The credit is revolving
within the loan limit and valid period and bears interest at market rate. The
Company is not required to provide guarantees, mortgages, pledges or any
form of security for the financial assistance, which helps meet the capital
requirements for business development and reduce finance costs of the

Company.

5. Transactions with related financial companies and financial companies controlled by
the Company

O Applicable v Not applicable

The Company did not have any deposit, loan, credit or other financial business with its related financial
companies, controlled financial companies or other related parties.
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6. Other significant related party transactions

O Applicable v Not applicable

There were no other significant related party transactions during the reporting period.
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1. Custody, Contracting and leasing

(1)

Custody

O Applicable v Not applicable

There was no custody during the reporting period.

Contracting

O Applicable v Not applicable

There was no contracting during the reporting period.

Leasing

v Applicable O Not applicable

Information about the leasing

(1)

In December 2020, the Company disposed the land, ground attachments and other assets of the
production complex in science park to Shandong Shouguang Vegetable Wholesale Market Co.,
Ltd. (000000000 00000). On 17 March 2021, the Company entered into a lease
agreement with Shandong Shouguang Vegetable Wholesale Market Co., Ltd., pursuant to which,
during the relocation period of the park, the Company shall lease back certain assets it disposed
for a term ending on 30 June 2022 at an annual rent of RMB1,072 ten thousand.

In order to further reduce production costs and turnaround the continuing loss-making position of
Weihai Baolong, a subsidiary, Weihai Baolong entered into the Asset Lease Framework
Agreement regarding the Casting and Forging Production Line of Weihai Baolong with Weihai
Senming Metal Materials Co., Ltd. (0000000000 0O0O) ("“Weihai Senming”) on 5 March
2021, whereby Weihai Baolong shall lease the related facilities of the casting and forging
production line to Weihai Senming for use for a term of 8 years, and Weihai Baolong shall charge
rental fee based on the benchmark production volume of such lease.

Leases with profit or loss contribution accounting for over 10% of the total profit of the Company during
the reporting period

O Applicable v" Not applicable

There were no leases with profit or loss contribution accounting for over 10% of the total profit of the
Company during the reporting period.
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Entrusted wealth management
v Applicable [ Not applicable

Unit: RMB ten thousand
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Bank financial products  Self-owned fund 16,000 0 0 0
Total 16,000 0 0 0

Particulars of high-risk entrusted wealth management with individually significant, low-security, low-liquidity,
non-principal protected products

O Applicable v Not applicable

Expected irrecoverable principal or other potential impairment in entrusted wealth management
O Applicable v Not applicable

Major contracts during daily operations

O Applicable v Not applicable

Other significant contracts

O Applicable v Not applicable

The Company had no other significant contracts during the reporting period.

T ¥ e - ﬂF T Fe

v Applicable O Not applicable

Change of the scope of business of the Company

The Company convened the eighth extraordinary meeting of the sixth session of the board of directors on 8
February 2021 and the first extraordinary general meeting for 2021 on 3 March 2021. At the meetings, the
Company considered and approved the Resolution on the Change of the Scope of Business of the Company
and the Amendments to the Articles of Association 00 0 0000000000000 OO0OOODOO0).
The related announcement is available on the information disclosure website of cninfo
(http://www.cninfo.com.cn). On 4 March 2021, the Company completed the industrial and commercial
registration for the change, and received the replaced business licence from Weifang Municipal
Administration for March Regulation (D OO0 OO0 OO0 0O0O).
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2. Completion of registration for the transfer under controlling shareholder agreement
and change in controlling shareholders of the Company

On 24 March 2021, the Company was notified by Shouguang Molong Holdings Co., Ltd., a controlling
shareholder, that it has entered into an agreement for the transfer of 235,617,000 A shares of the Company
held by Mr. Zhang En Rong (which represented 29.53% of the total share capital of the Company), and the
registration of transfer was completed with China Securities Depository and Clearing Co., Ltd. Shenzhen
Branch on 23 March 2021. Upon completion of the share transfer, Molong Holdings holds 235,617,000 shares
of the listed company, all of them are circulating shares not subject to lock-up and representing 29.53% of the
total share capital of the listed company, making it become a controlling shareholder of the listed company.
the actual controller of the listed company remains State-owned Assets Supervision and Administration
Commission of Shouguang City (0000000 OOOOO). The related announcement is available on the
information disclosure website of cninfo (http://www.cninfo.com.cn).

3. Progress of the proposed deregistration of a subsidiary

The Company convened the sixth meeting of the sixth session of the board of directors and the sixth meeting
of the sixth session of supervisory committee respectively on 27 March 2020, and considered and passed a
“Resolution on the Deregistration of a Controlled Subsidiary” 000000000 D OO 0O0O), which
proposed to dispose Shouguang Baolong Management and Consultancy Co., Ltd. (a controlled subsidiary),
by way of liquidation and deregistration (Announcement numberd 2020-017). Up to the date of disclosure of
the report, the liquidation and deregistration of the subsidiary have not been completed.

4. Progress of material disposal of assets

The Company convened the sixth extraordinary meeting of the sixth session of the board of directors on 18
November 2020, and at which the “Resolution on the Disposal of Assets” 00 00 O O 0O 0O OO0 was
considered and passed, which was also considered and passed by the Company’s second extraordinary
general meeting in 2020. Details are set out in the Announcement in relation to Disposal of Assets (1 00 O O
0000000E) (Announcement No. 2020-056) dated 19 November 2020 and disclosed on the designated
information disclosure media, namely China Securities Journal, Securities Daily and Securities Times, and the
website of cninfo (www.cninfo.com.cn). During the reporting period, the Company received RMB140 million
pursuant to the agreement and the aggregated receipts amounted to RMB490 million (representing 97.45%
of the total proceeds).

5. Progress of investigation

On 1 June 2021, the Company received an investigation notice from China Securities Regulatory Commission
for a suspected incompliance of information disclosure requirements. According to the Securities Law of the
People’s Republic of China, China Securities Regulatory Commission has decided to initiate investigation
proceedings against the Company and conduct investigation against the concerned persons. As at the
disclosure date of this report, the Company has not been notified about the progress of the investigation. The
Company will continue to monitor the progress of the investigation and perform information disclosure
obligation in strict accordance with regulatory requirements.
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O Applicable v Not applicable
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Changes in Shares
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. Shares subject to lock-up 106,500
1. State-owned shares -
2. State-owned legal person shares —
3. Other domestic shares 106,500
Including: Domestic legal
person shares —
Domestic natural
person shares 106,500
4. Foreign shares —
Including: Overseas legal
person shares —
Overseas natural
person shares -
797,741,900
541,615,500

II. Shares not subject to lock-up
1. RMB ordinary shares
2. Domestically-listed foreign
shares —
3. Overseas-listed foreign shares 256,126,400
4. Others -

II1. Total number of shares 797,848,400

Reason(s) for change in shares

O Applicable v Not applicable

Approval for the change in shares

O Applicable v Not applicable

Transfer for the change in shares

O Applicable v Not applicable

Status of share buy-backs

O Applicable v Not applicable

0.01%
0.00%
0.00%
0.01%

0.00%

0.01%
0.00%

0.00%

0.00%
99.99%
67.88%

0.00%
32.10%
0.00%
100.00%
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0 0

0 0

0 0
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0 0
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0 0

0 0
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Status of reduction of repurchased shares through centralised bidding

O Applicable v Not applicable

o o o o

o O o o

o o o o

0
0
0

0
0
0
0

Unit: share
T
y
N, -
e 4 F(;’
106,500 0.01%
— 0.00%
— 0.00%
106,500 0.01%
— 0.00%
106,500 0.01%
— 0.00%
— 0.00%
— 0.00%
797,741,900 99.99%
541,615,500 67.88%
— 0.00%
256,126,400 32.10%
— 0.00%
797,848,400 100.00%
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Effects of the change in shares on financial indicators such as basic earnings per share, diluted earnings per
share and net assets attributable to ordinary shareholders of the Company per Share for the most recent year

and period

O Applicable v Not applicable

Other disclosures where were considered necessary by the Company or required by securities regulatory

authorities

O Applicable v Not applicable

2. Changes in locked-up shares

O Applicable v Not applicable
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O Applicable v Not applicable
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Total number of ordinary shareholders

as at the end of the reporting period
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Shouguang Molong Holdings Co., Ltd.

Hong Kong Securities Clearing
Company Limited

Shandong Zhimeng Holdings Co., Ltd.

Zhang Yun San
Shouguang Hongsen Logistics Co., Ltd.

Shouguang Panjin Property Co., Ltd.

Shouguang Ruisen New Building
Materials Co., Ltd.

Lin Fu Long

Hong Kong Securities Clearing
Company Limited

LiYuE

2021 Interim Report

42,367 (of which 42,323 were for A shares and 44 were for

H shares)
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State-owned legal person

Overseas legal person
Domestic non-state
owned legal person
Domestic natural person
Domestic non-state
owned legal person
Domestic non-state
owned legal person
Domestic non-state
owned legal person
Domestic natural person

Overseas legal person
Domestic natural person

29.53%

12.55%

9.20%
4.03%

3.99%

3.89%

2.93%
2.08%

1.44%
0.51%

Total number of preferred shareholders with restored

voting rights as at the end of reporting period

(if any)
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235,617,000 235,617,000
100,145,730 (146,620,860)
73,394,911 73,394,911
32,168,400 0
31,800,000 31,800,000
31,000,000 31,000,000
23,374,800 23,374,800
16,604,302 (7,998,398)
11,510,091 8,806,576
4,067,800 4,067,800
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235,617,000
100,145,730

73,394,911
32,168,400

31,800,000
31,000,000

23,374,800
16,604,302

11,510,091
4,067,800

<

\

Unit:

«lgﬂ,

w W

ra

share

51 I
9
o F

fa

37



38

Strategic investors or ordinary legal person

Not applicable

becoming top 10 ordinary shareholders upon

placing of new shares (if any)

Connected relationship or acting in concert

among the above shareholders

Description of entrusting/being entrusted voting
rights or waiving voting rights of the above

Shareholders

Specific descriptions of special repurchase
account of top 10 shareholders (if any)

o= NP‘! f= vy- 10y - -

Shouguang Molong Holdings Co., Ltd.
HKSCC Nominees Limited

Shandong Zhimeng Holdings Co., Ltd.

Zhang Yun San

Shouguang Hongsen Logistics Co., Ltd.

Shouguang Panjin Property Co., Ltd.

Shouguang Ruisen New Building
Materials Co., Ltd.

Lin Fu Long

Hong Kong Securities Clearing
Company Limited

LiYuE

Connected relationship or acting in

Among the above shareholders, Shandong Zhimeng Holdings
Co., Ltd., Shouguang Hongsen Logistics Co., Ltd.,
Shouguang Panjin Property Co., Ltd. and Shouguang Ruisen
New Building Materials Co., Ltd. became parties acting in
concert through entering into a concert party agreement
and they do not control each other. Save for the above, the
Company is not aware of any connected relationship or
acting in concert among other shareholders.

Not applicable

Not applicable
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235,617,000
100,145,730

73,394,911
32,168,400

31,800,000

31,000,000

23,374,800

16,604,302
11,510,091

4,067,800

Spre - W -

RMB ordinary shares
Overseas listed
foreign shares

RMB ordinary shares
Overseas listed
foreign shares

RMB ordinary shares
Overseas listed
foreign shares
Overseas listed
foreign shares

RMB ordinary shares
Overseas listed
foreign shares
Overseas listed
foreign shares

RMB ordinary shares
RMB ordinary shares

RMB ordinary shares

235,617,000
100,145,730

8,654,911
64,740,000

23,108,000
9,060,400

31,800,000

200,000
30,800,000

23,374,800

16,604,302
11,510,091

4,067,800
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OYes v No

The top 10 ordinary shareholders and the top 10 non-restricted ordinary shareholders did not enter into any
contracted repurchase transactions during the reporting period.
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O Applicable v Not applicable

ﬂ,
|

There were no changes in the shareholdings of the Company’s directors, supervisors and senior management
during the reporting period. Details can be found in the Annual Report 2020.
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Changes in controlling shareholders during the reporting period

v" Applicable O Not applicable

Name of the new controlling shareholder Shouguang Molong Holdings Co., Ltd.

Date of change 23 March 2021

Index to designated website http://www.cninfo.com.cn

Disclosure date on designated website 25 March 2021

Changes in actual controllers during the reporting period 39

O Applicable v Not applicable

There were no changes in actual controllers of the Company during the reporting period.
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O Applicable v Not applicable

The Company did not have any preferred shares during the reporting period.
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O Applicable v Not applicable
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Whether the interim report has been audited
OYes v No
The Company’s interim financial report is unaudited.
4
FF 7N P
Unit used in the financial statements of the financial report: RMB
1. Consolidated balance sheet
Prepared by: Shandong Molong Petroleum Machinery Company Limited

Unit: RMB

A

30;,, 2021 31 December 2020

G e~ <

42

Monetary funds

Settlement deposits

Lending funds

Financial assets held for trading

Derivative financial assets

Bills receivable

Accounts receivable

Loans and advances

Financing receivables

Prepayments

Insurance receivables

Reinsurance receivables

Reinsurance contract reserves receivable

Other receivables

Including: Interest receivables
Dividends receivable

Purchases of sell-back financial assets

Inventories

Contract assets

Assets held for sale

Non-current assets due within one year

Other current assets

543,539,364.60

94,022,651.06
302,058,266.65

11,910,940.80
70,336,556.61

24,281,068.49

1,029,140,296.18

7,173,075.76

759,979,803.03

164,945,170.51
287,920,595.28
951,005.30
33,5675,777.00
24,755,942.84

156,486,818.72
787,377,614.78

21,904,932.90

2,082,462,220.15

2,237,897,660.36
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Unit: RMB

A

30;, 2021 31 December 2020

AP =P <
Loans and advances . —
Debt investments , —
Other debt investments , —
Long-term receivables , —
Long-term equity investments 2,314,697.29 2,314,697.29
Investments in other equity instruments , —
Other non-current financial assets , —
Investment properties , —
Fixed assets 2,390,672,383.78 2,493,577,016.35
Construction-in-progress 5,301,780.20 7,620,542.62
Productive biological assets , —
Oil and gas assets , —
Right-of-use assets 3,061,273.77 4,591,910.73

Intangible assets 389,134,145.10 393,688,845.70
Development expenditures 6,964,564.86 —
Goodwill ) .
Long-term deferred expenses , —
Deferred income tax assets 32,721,720.29 35,217,034.73
Other non-current assets 992,709.37 728,107.60
€ FFw=~Fe™ < 2,831,163,274.66 2,937,738,155.02
~ " o« 4,913,625,494.81 5,175,635,815.38
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Unit: RMB

Z 30, 2021 31 December 2020

G~F<” =

44

Short-term borrowings
Borrowings from the central bank
Borrowing funds
Financial liabilities held for trading
Derivative financial liabilities
Bills payable
Accounts payable
Receipts in advance
Contract liabilities
Proceeds from disposal of buy-back financial assets
Customer bank deposits and due to banks and other financial
institutions
Securities brokerage deposits
Securities underwriting brokerage deposits
Salaries payable
Taxes payable
Other payables
Including: Interests payable
Dividends payable
Brokerage and commission payables
Reinsurance payables
Liabilities held for sale
Non-current liabilities due within one year
Other current liabilities

1,868,626,940.77

126,536,838.20
690,177,991.84

108,239,241.39

64,298,116.40
12,756,441.35
57,234,279.85

120,955,854.47
13,994,068.22

2,054,225,378.29

121,472,511.10
648,352,428.48

83,749,468.02

54,493,884.87
27,192,105.60
43,853,326.94

139,784,923.46
50,195,434.08

& w=Fg” <

3,062,819,772.49

3,223,319,460.84

AFw=~Fe” <

Insurance contract reserves

Long-term borrowings

Bonds payable

Including: Preferred shares
Perpetual bonds

Lease liabilities

Long-term payables

Long-term salaries payable

Estimated liabilities

Deferred income

Deferred income tax liabilities

Other non-current liabilities

74,878,648.55

9,325,722.88
7,176,480.86
5,461,103.50

114,063,150.53

4,968,359.84
4,585,000.00
14,392,824.64
7,176,480.86
5,560,648.87

€V ¥ w=~Fe” =

96,841,955.79

150,746,464.74

3,159,661,728.28

3,374,065,925.58
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Share capital

Other equity instruments

Including: Preferred shares
Perpetual bonds

Capital reserve

Less: Treasury shares

Other comprehensive income

Special reserve

Surplus reserve

General risk reserve

Undistributed profits

30, f 2021

797,848,400.00

863,169,158.42

(1,866,327.57)

187,753,923.88
11,236.91

(134,280,852.22)

Unit: RMB

31 December 2020

797,848,400.00

863,169,158.42

(2,015,577.82)

187,753,923.88
11,236.91

(66,030,056.80)

. - - W S 4
AR U6 A SN G iRl SEiita SEbt 4
Minority interests

1,712,635,539.42
41,328,227.11

1,780,737,084.59
20,832,805.21

oA
< ¥ - s =

1,753,963,766.53

1,801,569,889.80

lll ’
,‘on‘»ﬂ,_fr- " <

4,913,625,494.81

5,175,635,815.38

Legal representative:

Yang Yun Long Hao Yun Feng

Balance sheet of the parent company

A

Current assets:
Monetary funds
Financial liabilities held for trading
Derivative financial assets
Bills receivables
Accounts receivable
Financing receivables
Prepayments

Chief accounting officer:

Head of accounting department:
Zhu Lin

30, 2021
468,725,968.23

94,022,651.06
481,352,143.48
10,790,541.80
485,051,694.23

Unit: RMB

31 December 2020

708,481,226.15

164,945,170.51
442,232,065.03

10,980,000.00
618,700,408.46

Other receivables 647,585,542.84 756,323,484.10
Including: Interest receivables —
Dividends receivable , —

Inventories 694,287,263.71 511,814,843.00
Contract assets —
Assets held for sale —
Non-current assets due within one year , —
Other current assets 5,037,127.97 3,749,202.40
Total current assets 2,886,852,933.32 3,217,226,399.65
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Unit: RMB

Z 30, 2021 31 December 2020

Non-current assets:

Debt investments

Other debt investments
Long-term receivables

Long-term equity investments
Investments in other equity instruments
Other non-current financial assets
Investment properties

Fixed assets
Construction-in-progress
Productive biological assets

QOil and gas assets

Right-of-use assets

Intangible assets

Development expenditures
Goodwill

Long-term deferred expenses
Deferred income tax assets

Other non-current assets

1,144,019,921.73

842,897,487.85
2,035,398.23

3,061,273.77
91,159,789.50
6,964,564.86

30,643,185.19
642,709.37

1,144,019,921.73
889,048,148.96

4,591,910.73
91,321,208.29

33,048,514.20
378,107.60

XF¥Fw~F< =

2,121,424,330.50

2,162,407,811.51

ro~

~ <

5,008,277,263.82

5,379,634,211.16

G ~Fe” <
Short-term borrowings
Financial liabilities held for trading
Derivative financial liabilities
Bills payable
Accounts payable
Receipts in advance
Contract liabilities
Salaries payable
Taxes payable
Other payables
Including: Interests payable
Dividends payable
Liabilities held for sale
Non-current liabilities due within one year
Other current liabilities

1,442,193,449.97

523,761,358.80
273,512,957.14

51,762,589.17
39,928,358.55
6,945,907.78
141,721,247.31

43,067,887.95
6,659,458.72

1,643,791,887.49

692,839,443.49
219,825,699.80
55,899,703.37
34,757,933.77
23,942,984.02
139,153,160.81

63,235,847.52
46,582,393.75

2,529,553,215.39

2,820,029,054.02
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Unit: RMB

A

30;, 2021 31 December 2020

Non-current liabilities:
Long-term borrowings
Bonds payable
Including: Preferred shares

Perpetual bonds
Lease liabilities
Long-term payables
Long-term salaries payable

9,325,722.88

4,968,359.84
4,585,000.00

Other equity instruments

Including: Preferred shares
Perpetual bonds

Capital reserve

Less: Treasury shares

Other comprehensive income

Special reserve

863,150,490.92

187,753,923.88

Estimated liabilities 14,392,824.64
Deferred income _
Deferred income tax liabilities —
Other non-current liabilities —
€ FFw ~Fe” = 9,325,722.88 23,946,184.48
< 7 < 2,538,878,938.27 2,843,975,238.50
i‘f -’ " ‘: H
Share capital 797,848,400.00 797,848,400.00

863,150,490.92

Surplus reserve 187,753,923.88
Undistributed profits 620,645,510.75 686,906,157.86
~ ,l&;r e 2,469,398,325.55 2,535,658,972.66
“ - <« ™ «E\F - 8w 5,008,277,263.82 5,379,634,211.16
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3. Consolidated income statement

4
<
E A T
In:EJding: (;;ta*gratingrr‘vevenue
Interest income
Insurance premium earned
Brokerage and commission income
L AR
Incfuding: Oberating costs
Interest expenses
Brokerage and commission expenses
Surrenders
Net compensation expenses
Net charge of insurance liability reserve
Policyholder dividend expenses
Reinsurance premiums
Taxes and surcharges
Selling expenses
Administrative expenses
Research and development expenses
Finance costs
Including: Interest expenses
Interest income
Add: Other income
Investment income
Including: Gains on investment in associates and joint
ventures
Gain on derecognition of financial assets
measured at amortised cost
Exchange gains
Net gains on exposure hedges
Gain on fair value changes
Credit impairment losses
Asset impairment losses
Gains on disposal of assets
TR
Add: Non-operating income
Less: Non-operating expenses
/'- ,‘-:' J' - ‘:

Less: Income tax expenses

]
I ‘\ ‘:Vvt, ‘-.

() By business continuity
1. Net profit from continuing operations
2. Net profit from discontinued operations
(I) By attributable ownership
1. Net profit attributable to the owners of the parent
company
2. Minority interests

ren 2021

1,898,127,577.08
1,898,127,577.08

1,938,925,728.63
1,726,169,152.48

6,681,418.77
5,871,146.55
114,235,240.60
26,040,311.32
59,928,458.91
57,876,192.60
2,892,675.32
1,266,838.69

1,642,377.15
(4,830,609.84)
9,832.15
(42,709,713.40)
1,211,776.85
3,240,554.91
(44,738,491.46)
3,033,465.40
(47,771,956.86)

(47,771,956.86)

(68,250,795.42)
20,478,838.56

Unit: RMB

Interim 2020

1,346,377,691.82
1,346,377,691.82

1,452,590,013.40
1,266,769,839.94

10,232,230.64
4,809,238.16
86,163,288.05
11,480,131.03
73,135,285.58
74,244,592.48
2,700,511.98
601,950.96

(8,118,063.86
(6,431,967.73
(20,157.66
(120,180,559.87
1,086,698.16
3,444,396.64
(122,538,258.35)
1,300,015.86
(123,838,274.21)

)
)
)
)

(123,838,274.21)

(109,325,493.01)
(14,512,781.20)
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Ot‘her comprehensive income attributable to owners of the

()

parent company, net of tax

Other comprehensive income that may not be

reclassified to profit or loss

1. Changes on remeasurement of defined benefit
plans

2. Other comprehensive income that may not be
transferred to profit or loss under equity
accounting

3. Fair value changes in investments in other equity
instruments

4, Fair value changes in credit risk of the Company

5. Others

(i) Other comprehensive income that will be reclassified to

profit or loss

1. Other comprehensive income that may be
transferred to profit or loss under equity
accounting

2. Fair value changes in other debt investments

3. Reclassification of financial assets to other
comprehensive income

4. Credit-impaired provision for other debt
investments

5. Cash flow hedge reserve

6. Exchange differences on translation of foreign
financial statements

7. Others

Other comprehensive income attributable to minority

shareholders, net of tax

-~
s f{

4 4
LIPS Jv-' F F",.

Total comprehensive income attributable to owners of the

parent company

Total comprehensive income attributable to minority

0]

shareholders

V) !’FF Iv - el

gasic earnings per share

(i) Diluted earnings per share

Unit: RMB

pele 2021 Interim 2020
165,833.59 (264,115.52)
149,250.25 (237,703.98)
149,250.25 (237,703.98)
149,250.25 (237,703.98)

16,583.34 (26,411.54)

(47,606,123.27)  (124,102,389.73)

(68,101,545.17) (109,563,196.99)
20,495,421.90 (14,539,192.74)

(0.0855)
(0.0855)

(0.137)
(0.137)

Legal representative:

2021 Interim Report

Chief accounting officer:

Yang Yun Long Hao Yun Feng

Head of accounting department:
Zhu Lin
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Income statement of the parent company

A

o. ,‘Fﬂ - P
Less: Operating costs
Taxes and surcharges
Selling expenses
Administrative expenses
Research and development expenses
Finance costs
Including: Interest expenses
Interest income
Add: Other income
Investment income

Including: Gains on investment in associates and joint

ventures

Gain on derecognition of financial assets

measured at amortised cost

Net gains on exposure hedges
Gain on fair value changes
Credit impairment losses
Asset impairment losses
Gains on disposal of assets

e. ,‘Fg ]

Add: Non-operating income

Less: Non-operating expenses

~
Less: Income tax expenses
2 \ <" <
() Net profit from continuing operations
() Net profit from discontinued operations

Fem 2021

1,124,494,963.72
1,075,489,871.48

3,187,488.96
5,353,699.32
29,573,007.59
26,040,311.32
42,665,585.96
40,248,914.19
2,084,560.75
1,037,529.57

(261,198.71)
(4,830,609.84)
2,736.08
(61,866,543.81)
704,563.34
2,693,337.63
(63,855,318.10)
2,405,329.01
(66,260,647.11)
(66,260,647.11)

Unit: RMB

Interim 2020

1,115,639,819.69
1,028,950,464.79
7,439,336.84
4,408,023.78
33,899,846.42
11,480,131.03
55,020,271.86
55,776,505.65
2,5698,276.86
413,426.64

(8,073,799.54)
(5,316,175.04)
1,699.12
(38,533,103.85)
375,245.20
3,386,234.73
(41,544,093.38)
1,339,499.99
(42,883,593.37)
(42,883,593.37)
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Unit: RMB

z Fen 2021 Interim 2020
S T N LA
() Other comprehensive income that may not be
reclassified to profit or loss , —
1. Changes on remeasurement of defined benefit
plans , —
2. Other comprehensive income that may not be
transferred to profit or loss under equity
accounting , —
3. Fair value changes in investments in other equity
instruments , —
4, Fair value changes in credit risk of the Company , —
5. Others , —
(i) Other comprehensive income that will be reclassified to
profit or loss , —
1. Other comprehensive income that may be
transferred to profit or loss under equity
accounting , —
2. Fair value changes in other debt investments , —
3. Reclassification of financial assets to other
comprehensive income , —
4. Credit-impaired provision for other debt
investments , —
5. Cash flow hedge reserve , —
6. Exchange differences on translation of foreign
financial statements , —
7. Others , —
i -~ ', - ¥ ', (66,260,647.11) (42,883,593.37)

S PFRE, ko= me , —

M gasic earnings per share , —
(1) Diluted earnings per share , —
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5. Consolidated statement of cash flows

Aw

WP
C Ly = &, T <

Cash received from sales%f goods.and rendering of services

Net increase in customer deposits and due to banks and
other financial institutions

Net increase in borrowings from the central bank

Net increase in borrowing funds from other financial
institutions

Cash received from receiving premiums of original insurance
contracts

Net cash received from reinsurance business

Net increase in deposits from policyholders and investments

Cash received of interests, brokerages and commissions

Net increase in borrowing funds

Net increase in repurchase business capital

Net cash proceeds from securities brokerage

Receipts of tax refunds

Other cash received relating to operating activities

g wg m Fon B “~Fy T T

Cash paid for purchasing goods and receiving services

Net increase in loans and advances to customers

Net increase in deposits with the central bank and other
financial institutions

Cash paid for compensations of original insurance contracts

Net increase in lending funds

Cash paid for interests, brokerages and commissions

Cash paid for policyholder dividends

Cash paid to and on behalf of employees

Taxes paid

Cash paid relating to other operating activities

® o U A S

" E‘. 1 ”‘. ' - ‘f_ﬂ ‘:

T
‘\ <’ __._"yg ¥ I‘! [ I‘Fg "w <

rele 2021

2,163,057,674.77

21,927,407.90

14,439,075.32
2,199,424,157.99
1,996,176,263.79

(3,320,474.50)

111,793,101.95
31,800,103.42
82,446,794.62
2,218,895,789.28
(19,471,631.29)

Unit: RMB

Interim 2020

1,639,659,241.46

9,735,889.58
9,370,946.65
1,658,766,077.69
1,313,669,738.67
(390,974.85)

103,034,113.38
15,659,347.88
64,326,551.31
1,496,298,776.39
62,467,301.30
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Net cash from disposal of fixed assets, intangible assets and

Net cash received from disposal of subsidiaries and other

4

= F oy
Cash received from return on investments
Cash received from gains on investments

other long-term assets

business units

Other cash received relating to investing activities

4 .
(T F e o= Py T

2

Cash paid for purchase and construction of fixed assets,

Net cash paid for acquisition of subsidiaries and other
business units

intangible assets and other long-term assets
Cash paid for investments
Net increase in pledged loans

Cash paid relating to other investing activities
. \

2t

A<~
c

=

YISy A

=

"' ‘.‘:Y =

F¥ F, "< <«

Cash received from capita contributions

Including: Cash received from capital contributions from
minority shareholders by subsidiaries

Cash received from borrowings
Other cash received relating to financing activities

WP
F o= o= Y Fﬂ Tw T

9 ":r":’ i

Cash paid for repayment of debts

Cash paid for distribution of dividends and profits or
Including: Dividends and profits paid to minority shareholders
2

. {
A<~ -Afg F
- F,

-

YR X
Y

repayment of interests

<

I 4

e \{F -r

Add: Balance of cash and cash equivalents at the beginning

by subsidiaries
Cash paid relating to other financing activities

-~
-t

]

-~ F‘,‘

F‘

-~

4
2 SN A I
N = FF Fﬂ Tw
FouomgF v

3
™ -,

“< F

- F‘L

of the period

S B

Jv 4‘

-

!’ﬂ -

F ‘Fgﬂ‘.‘.
F *f,"*.*.

<

-~

o P~ ™ o<

pelm 2021

140,023,427.58

140,023,427.58

22,205,238.22

22,205,238.22
117,818,189.36

1,834,214,757.03

1,834,214,757.03
2,089,977,909.48

56,324,403.12
92,915,500.00
2,239,217,812.60

(405,003,055.57)

785,467.71
(305,871,029.79)

699,989,196.48

394,118,166.69

Unit: RMB

Interim 2020

9,033,785.00

9,033,785.00

21,638,998.76

21,638,998.76
(12,605,213.76)

2,009,460,964.54

2,009,460,964.54
1,815,5617,128.88

74,395,683.20

193,992,208.00
2,083,905,020.08
(74,444,055.54)

(1,434,676.43)
(26,016,644.43)

496,256,836.18

470,240,191.75
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6. Statement of cash flows of the parent company

A

l-

(o2 _,L‘y ::; AT L

Cash received from sales of goéds.anol rendering of services

Refunds of taxes received

Other cash received relating to operating activities

A R A

Cash paid for purchasing goods and receiving services

Cash paid to and on behalf of employees

Cash paid for taxes

Other cash paid relating to operating activities

2 < i 2 S '! S PR

A<” 1 A F AN n A T e

O AP dyTes

Cash received from disposal of investments

Cash received from gains on investments

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

Net cash received from disposal of subsidiaries and other
operating entities

Other cash received relating to investing activities

AT A L A

Cash paid for purchase and construction of fixed assets,
intangible assets and other long-term assets

Cash paid for investments

Net cash paid for acquisition of subsidiaries and other
operating entities

Other cash paid relating to investing activities

2R 7w ,5‘ Foy "<

AU AL TR

C A = FFF "wx

Cash received from capitg contributions

Cash received from borrowings

Other cash received relating to financing activities

S S S AL S A

Cash paid for repayment of liabilities

Cash paid for dividend and profit distributions or interest
repayments

Other cash paid relating to financing activities

7 % g o FF Py 7w

oAy F e s FF R T %

g "’F P: “-'gF‘ % r‘F‘ﬂ .P‘: ,P: -~ "ﬂ

~

\ «<F -7 F ~ ™ - s 7 Fq;
Add: Balance of cash and cash equivalents at the beginning
of the period

By . .r ™M g mhg Mo«

> ]

Fem 2021

1,268,254,259.65
21,927,407.90
12,122,436.74
1,302,304,104.29
1,366,230,393.33
70,633,032.71
22,378,072.06
139,107,415.89
1,598,348,913.99
(296,044,809.70)

140,002,736.08

140,002,736.08

2,981,100.00

2,981,100.00
137,021,636.08
1,427,614,757.03

1,427,614,757.03
1,560,877,909.48

36,184,753.53

1,597,062,663.01
(169,447,905.98)

809,419.96
(327,661,659.64)

664,816,726.15

337,155,066.51

Unit: RMB

Interim 2020

1,441,439,497.40
9,648,112.40
5,305,322.26
1,456,392,932.06
848,739,877.62
65,913,459.99
11,883,733.68
238,554,020.52
1,165,091,091.81
291,301,840.25

296,000.00

296,000.00
(296,000.00)

1,330,263,500.00

1,330,263,500.00
1,629,1083,849.50

53,365,957.00

1,682,469,806.50
(352,206,306.50)

(1,487,286.66)
(62,687,752.91)

471,734,072.09

409,046,319.18

2021 Interim Report



7.

Consolidated statement of changes in owners’ equity

Amounts for the current period

Unit: RMB

A=

’ﬂ. v‘jy ': re

B o e 4 A
Ty e ' 797,848.400.00
Add: Changes in accounting policies .
Corection of prior period errors
Business combination under

common confrol

Others
By K\ ,FFF"vl v “F

1 797,848,400.00
COF Fyoyere A
(i) “Total comprehensive income
(i) Owners'capitalcontoution and
reduction
1. Ordinary shares conirbuted
by ouners
2. Capital contriouted by other
equity instruments
3. Amounts of share-based
payments recognised in
owners’ equity
4 Others
(i) Proft istrioution
1. Appropriations fo surplus
fesenve
2. Appropriafions fo general sk
fesenve
3. Distibutions to owners for
shareholders)
4 Others
Transfer of owners” equity
1. Transfer of capital reserve to
capitl {or share captl)
2. Transfer of surplus reserve fo
capital (or share capital)
3. Surplus reserve making up of
[osses
4. Changes in defined benefit
plans caried forward to
retained eamings
5. Other comprehensive income
carrid forward o refained
eanings
6. Others
(v) Specil reserve
1. Charge for the perod
2. Utlised during the period
(v} Others .
PBF o Mg e A 188400

863,169,158.42

863,169,158.42

863,169,158.42

v
Py Twhe F'
e F

P}

(015,57782)

(2015577.82)
149,25025
149,25025

(186632757)

14492,760.59
14,492,760.59

187,753,02388  11,236.91  (66,030,056.80)

167,753,02388  11,236.91  (66,030,056.80)
(68,250,795.42)
(68,250,795.42)

187,753,02388  11,236.91 (134280852.22)

Fa g
w Y [At

1,780737,08459  20,832,805.21 1,801,569,889.80

176073708450 208280521 180156988980
(BB101545.17) 2049542190 (47606,1287)
(B01545.17) 09542090  (47606,12827)

55

14,492,760.59
14,492,760.59

14,492,760.59
14,492,760.59

1TSEE0L MIBRLHT 17RITEES)
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B g Moy bo A
. e
Add: Changes in acoounting policies
Cortection of prir period errors
Business combination under
common confrol
Others

C BT o gfFFy e

S OT, Fy i A
) 7ot compreersie ncome
(i) Owners' capital contribution and
feduction
1. Ordinary shares contrbuted
by owners
2. Capital contrbuted by other
equiy instruments
3. Amounts of share-based
payments recognised in
onners' equity
4. Others
(i) Prof distroution
1. Appropriafions fo surplus
Teserve
2. Appropriafions to general rsk
Teserve
3. Distributions to owners (or
shareholders)
4 Others
() Transfer of owners' equity
1. Transfer of caplalresenve o
capital(or share capital)
2. Transfer of surplus reserve to
capital {or shere capitl)
3. Surplus resenve making up of
[osses
4. Chenges in defined benefit
plans carred forward fo
retained eamings
5. Other comprehensive income
carried forward {o retained
eamings
6. Others
(v) Special reserve
1. Charge forthe period
2. tlised during the period
(Vi) Others

Amounts for the prior period

Inferim 2020

Unit: RMB

Equty atributable to owners of the parent company

Share capita

797,848.400.00

“Fe
T 79784840000

)
DB o Moy e A RS

Other equity insiruments

Preferred Perpetual
shares  bonds  Others

Capial reserve

863,169,168.42

863,169,16842

863,169,16842

Less:
Treasury
shares

Other
comprehensive
income

(3,055,06057)

(3.055,08057)
[1703%)
[26770398)

Special
resenie - Surplus resenve

— 18775392388

— 18775392388

— 1610318739 -
— 16,103,187.39 -

(3.292,764.59)

— 18776392388

General ~ Undistrbuted
risk reserve

11,2391 (98,208,667.79)

128691 (62868779
— (10932549801)
— (10932545301)

1128691 (207,534,180.80)

profits~ Others

Minority ~ Total owners’
Sub-otel inferests equity

14751807085 4144053775 1,788,959,508.60

1747589085 4144053775 178895050850
(109563196.99) (145%9,19074) (12410238079
(108563196.99) (14539,19074) (12410238073)

16,103,187.39 -
16,103,187.39 -

16,103,187.39
16,103,187.39

1637,995,77386 26,901, 34501 1,664857,118.87
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8. Statement of changes in owners’ equity of the parent company

Amounts for the current period

o ot

Unit: RMB

)

e ”,"1:

B-:F w F" v'o\ ‘1.4»‘ re
Ad: Chanes in accounting policies
Correction of prir period erors
Others
C By w ’FFF"V vy
0T Fyogefe X
i) $o comprehensive income
(i) Owners'capital contrbution and reduction
1. Orcinary shares confrbuted by owners
2. Capital contributed by other equity
insfruments
3. Amounts of share-based payments
recognised in owners' equity
4 Others
(i) Proff distribution
1. Appropriations to surplus reserve
2. Distrioutions to owners (or shareholders)
3. Others
(iv) Transfer of owners'equly
1. Transfer of capital reserve to capital (or
share capital)
2. Transfer of surplus reserve to capital (or
share capitl)
3. Surplus reserve making up of osses
4. Changes in defined benefitplans caried
forward o retained eamings
5. Other comprehensive income carried
forward to retained eamings
6. Others
(v) Special reserve
1. Charge forthe perod
2. Utiised during the period
() Others

BT Mg e A

797,848,400.00

797,848,400.00

797,848,400.00

\aife R

<A <y’ PP

e ,ﬂ Q‘. f}y{. -

863,150490.92

863,150,490.92

863,150,490.92

¢ -

y { .
S A Aol

I
L P by

187,753,023.88  686,906,157.86

187,753,923.88  686,906,157.86
(66,260,647.11)
(66,260,647.11)

7,063,363.65
7,063,363.65

187,753,923.88 E20,645,51ﬂ.f5

2,536,658,972.66

250565897266
(6626064711
(6626064711

7,063,563.65
7,063,963.65

2,469,308,325.55
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Amounts for the prior period

COF o JR

"

BF o Mg 'K‘ L A

Add: Changes in acoodting policies
Correction of prior period errors
Others

BT o FFF, o vl

A {

(i $oal comprehensive income

(i) Owners' capitalcontibution and reduction
1. Ordinary shares contrbuted by owners
2. Capital conirbuted by other equiy

Insfruments
3. Amounts of share-based payments
recognised in owners' equity

4. Others

(i) Profit cistibution
1. Appropriafions to surplus reserve
2. Distributions to owners (or shareholders)
3. Others

(iv) Transfer of owners' equity

1. Transfer of capial reserve to capital (or
share capital)

2. Transfer of surplus reserve to capital (or
share capital)

3. Surplus reserve making up of losses

4. Changes in defined benefit plans caried
forward to retained earnings

5. Other comprehensive income carred
forward o retained eamings

6. Others

Specialreserve

1. Charge for the period

2. Utlised during the perod

(vi) Others

VBT e g« A

Unit: RMB
Interim 2020
Other equity insiruments
Other
Preferred  Perpetual Less: Treasury  comprehensive Undistibuted Total owners'
Share capita shares bonds Others ~ Capital reserve shares income - Specialreserve  Surplus reserve profs Others equity
797,848 40000 - - — 86315049092 - - — 16775392388 50889154057 — 230764435587
79784840000 - - — 86316049092 - - — 18775392388 50889154057 — 376443537
- - - - - - - - —  (4288359337) - (428835937)
- - - - - - - - —  (£288359337) - (428835%337)
- - - - - - — 7054864 - - - 79,765.60
- - - - - - — 73054554 - - - 79765.60
79784840000 - - — 86315049092 - - — 1775392388 4660079470 — 231476076200

2021 Interim Report



4
‘& J’F?s‘ p‘;fFf"; L’,\jv”rf

Shandong Molong Petroleum Machinery Company Limited (hereunder the “Company”, together with its subsidiaries,
the “Group”) is a joint stock limited company registered in the People’s Republic of China. Its predecessor company
is Shandong Molong Group Co.. The Company was jointly promoted and founded by Zhang En Rong, Lin Fu Long,
Zhang Yun San, Xie Xin Cang, Liu Yun Long, Cui Huan You, Liang Yong Qiang, Shengli Oil Field Kaiyuan Oil
Exploitation Company Limited (0000000000000 OOOO) and Gansu Industrial University Alloy Materials
Factory (D0DO0OOOOOODOOO) on 27 December 2001 with the approval from Shandong Economic
Restructuring Office (D00 000000 O OO O) under with the Document Lu Ti Gai Han Zi [2001] No. 53 (0D O O
0 O [2001]530 00).

Upon the approval by China Securities Regulatory Commission under the Document Zheng Jian Guo He Zi [2003]
No. 50 (O O O OO [2003]5000 0 ), on 15 April 2004, the Company issued 134,998,000 additional overseas listed
foreign shares (H Shares) with a nominal value of RMBO0.10 each at an issue price of HKDO0.70 per share, and listed
on the Growth Enterprise Market of the SEHK.

Upon the approval by China Securities Regulatory Commission under the Document Zheng Jian Guo He Zi [2005]
No. 13 (0 0 00O 0O[2005]130 0), on 12 May 2005, the Company issued 108,000,000 additional overseas listed
foreign shares (H Shares) with a nominal value of RMB0.10 each at an issue price of HKD0.92 per share.

Upon the approval under the Document Zheng Jian Guo He Zi [2007] No. 2 (0 O 0O 0O 0O [2007]20 O) issued by
China Securities Regulatory Commission on 26 January 2007 and the approval issued by the SEHK on 6 February
2007, the Company’s overseas listed foreign shares (H Shares) were withdrawn from listing on the Growth
Enterprise Market of the SEHK and transferred to list on the Main Board of the SEHK on 7 February 2007.

Upon the approval by China Securities Regulatory Commission under the Document Zheng Jian Xu Ke [2010] No.
1285 (0 O O 0O [2010]12850 ), on 11 October 2010, the Company offered 70,000,000 RMB ordinary shares (A
Shares) with a nominal value of RMB1 each at an issue price of RMB18 per share, which were listed for trading on
the SZSE since 21 October 2010. The Company’s registered capital was changed to RMB398,924,200.00, and the
total number of shares was changed to 398,924,200 shares.

Pursuant to a resolution of the Annual General Meeting 2011 convened on 25 May 2012, on the basis of a total of
398,924,200 shares as at 31 December 2011, the Company increased its share capital through transfer of capital
reserve at the ratio of 1 new share for 1 existing share, totalling 398,924,200 new shares, on the date of transfer,
being 19 July 2012. Upon such transfer, the Company'’s registered capital was changed to RMB797,848,400.00,
and the total number of shares was changed to 797,848,400 shares.

As at 30 June 2021, the Company had a registered capital of RMB797,848,400.00, divided into a total of
797,848,400 shares.

The Company’s place of domicile and office address are both at No. 999 Wen Sheng Street, Shouguang City,
Shandong Province.

The Company and its subsidiaries operate in the machinery manufacturing industry and are principally engaged in
the manufacture of special equipment for energy equipment. The scope of business covers the production and sale
of oil pumps, sucker rods, pumping units, tubing, petroleum machinery, textile machinery, steel rolling and
processing, special equipment, gear and gearbox, special equipment for oil drilling, valve and cock, special
metallurgy equipment, mechanical parts processing; development of petroleum machinery and related products;
commodity information services (excluding intermediaries); technology promotion services; energy-saving
technology promotion services; technology imports and exports; goods imports and exports; inspection services;
measurement services. (Project approved by law can only be carried out with the approval of the relevant
department, and the validity
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The controlling shareholder of the Company is Shouguang Molong Holdings Co., Ltd. (0000 O0O0O0O00O0O) and
the actual controller of the Company is the State-owned Assets Supervision and Administration Commission of
Shouguang City (00O DO0OOOOOOONO).

The Group’s consolidated financial statements covers nine companies including Shouguang Baolong Petroleum
Equipment Co., Ltd. (00000000 OOOO), Shouguang Maolong New Materials Technology Development
Co,Ltld. (DOO0OOODOOOOOOOODO) and Weihai Baolong Special Petroleum Materials Co., Ltd. (DO O 00O
ooooooog).

Particulars of the subsidiaries of the Group are described in “VIIl. Change in the scope of consolidation” of this note
and “IX. Interests in other entities” of this note.

B
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Basis of preparation

The financial statements of the Group have been prepared using the going-concern basis and the
transactions and events actually occurred and in accordance with the Accounting Standards for Business
Enterprises issued by the Ministry of Finance of the PRC and the relevant requirements (collectively, “ASBEs”),
and the disclosure requirements under China Securities Regulatory Commission’s Compilation Rules for
Information Disclosure by Companies Offering Securities to the Public No. 15 — General Provisions on
Financial Reports (2014 Revision), the Companies Ordinance of Hong Kong and the Listing Rules of the
SEHK, on the basis of the accounting policies and accounting estimates as stated in “IV. Significant
accounting policies and accounting estimates” of this note.

Going concern

As at 30 June 2021, the Group’s current liabilities in the consolidated financial statements exceeded its
current assets by RMB98,035.76 ten thousand. Currently, the Group is in smooth partnership with the
associated financial institutions, with financial support of RMB35,000 ten thousand provided by the former
controlling shareholder of the Company, Shandong Shouguang Jinxin Investment Development Holdings
Group Limited, to the Company.

As at the end of the reporting period, the Group had a total of unutilised credit line from financial institutions of
RMB336 million and unexecuted orders of approximately RMB620 million. The products newly developed by
the Company had a relatively positive market prospect.

Combined the above factors, the management of the Company considers that the Company is able to meet

its debts as and when they become due, and able to operate as a going concern. Therefore, the financial
statements of the Group have been prepared under the going concern assumption.
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Specific accounting policies and accounting estimates:

The Group has adopted the accounting policies and accounting estimates specific to the characteristics of its
actual production and operation, including the business cycle, recognition and measurement of financial assets,

measurement of inventory dispatched, classification and depreciation of fixed assets, amortisation of intangible

assets, criteria for capitalisation of research and development expenditures, recognition and measurement of

revenue and others.

1.

2.

3.

4.

5.

Statement of compliance with the ASBEs

The Company have prepared the financial statements in accordance with the ASBEs, which gives a true and
complete view of the financial position, trading results, cashflows and other information of the Company and
of the Group.

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

The Group’s business cycle is 12 months. The period from 1 January to 31 December every year is regarded
as a business cycle, which is used for determining the classification of the liquidity of assets and liabilities.

Reporting currency
The reporting currency of the Group is RMB.
Accounting for business combinations under common and uncommon control

The assets and liabilities that the Group acquires as the combining party in a business combination under
common control shall be measured at their book value of the combined party on the combining date in the
consolidated statements of the ultimate controlling party. The balance between the book value of the net
assets acquired and that of the consideration paid shall be used to adjust capital reserves. If capital reserves
are insufficient for offsetting, retained earnings will be adjusted.

The identifiable assets, liabilities and contingent liabilities acquired from the acquiree in a business
combination not under common control shall be measured at fair value on the acquisition date. The
combination costs shall be the aggregate of the fair value of cash or non-cash assets paid by the Group on
the acquisition date to obtain control over the acquiree, the debts issued or undertaken by the Group and the
equity securities issued as well as all relevant direct costs for the business combination (for a business
combination realised by multiple transactions, the combination costs shall be the aggregate of the costs of all
separate transactions). The amount of the combination costs in excess of the fair value of the identifiable net
assets of the acquiree shall be recognised as goodwill. If the combination costs are less than the fair value of
the identifiable net assets of the acquiree, the fair value of the identifiable assets, liabilities and contingent
liabilities acquired from the combination as well as the fair value of the non-cash assets or the equity
securities issued for paying the consideration will be reviewed. If the combination costs are still less than the
fair value of the identifiable net assets after review, the balance shall be accounted for as non-operating
income for the current period.
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Preparation of consolidated financial statements

The Group incorporates all controlled subsidiaries and structured entities into the scope of the consolidated
financial statements.

In preparation of the consolidated financial statements, necessary adjustments will be made to that
subsidiary’s financial statements in preparing the consolidated financial statements to ensure conformity with
the Group’s accounting policies if there is inconsistency on the accounting policies and accounting period
between the Company and its subsidiaries.

Significant intra-group transactions, current balance and unrealised profits within the scope of consolidation
shall be offset in preparing the consolidated financial statements. The shares of owners’ equity in subsidiaries
not attributable to the parent company and the net loss or profit for the current period, other comprehensive
income and total comprehensive income attributable to minority interests shall be presented in the
consolidated financial statements as “minority interests, profit or loss attributable to minority interests, other
comprehensive income attributable to minority interests and total comprehensive income attributable to
minority interests”, respectively.

The operating results and cash flows of a subsidiary acquired from business combination under common
control shall be included in the consolidated financial statements from the beginning of the current period of
the combination. When preparing the comparative consolidated financial statements, relevant items in the
financial statements of the previous year will be adjusted as if the reporting entity formed after the combination
had been in existence since the ultimate controlling party gains control.

In preparing consolidated financial statements, equity interests acquired by two or more transactions, which
finally achieves the business combination, shall be adjusted as if they had been in existence in the current
state since the ultimate controlling party gains control. When preparing the comparative statements, to the
extent that the Group and the combined party are both under the control of the ultimate controlling party, the
relative assets and liabilities of the combined party shall be included in the comparative statements of the
Group’s consolidated financial statements, and the increase in net assets arising from the combination will be
adjusted against the related items under owners’ equities in the comparative statements. To avoid double
counting the value of the net assets of the combined party, long-term equity investments before the
combination, as well as the relevant recognised profit or loss, other comprehensive income and other
changes in net assets from the day of acquiring the original equity interest or the day when the Group and the
combined party are under the same ultimate control, whichever is later, to the combination date shall be offset
against the retained earnings at the beginning of the period and the profit or loss for the current period in the
comparative statements, respectively.

The operating results and cash flows of a subsidiary acquired from a business combination not under
common control unit shall be included in the consolidated financial statements since the Group gains control.
When preparing the consolidated financial statements, the financial statements of the subsidiary shall be
adjusted based on the fair value of the identifiable assets, liabilities and contingent liabilities determined on
the acquisition date.

For equity interests in an investee not under common control acquired by two or more transactions, which
finally achieves the business combination, when the Group prepares the consolidated statements, equity
interests in the investee before the acquisition date shall be re-measured at fair value on the acquisition date
and the balance between the fair value and the book value shall be included in the investment gains for the
current period. Except for other comprehensive income arising from changes as a result of remeasurement of
net liabilities or net assets of the defined benefit plan of the investee, other comprehensive income under the
equity method involving the equity interests in the investee held before the acquisition date and other
changes in equity except net profit or loss, other comprehensive income and profit distribution shall be
converted into investment gains or loss in the period in which the acquisition date falls.
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The difference between disposal consideration of long-term equity investment in subsidiaries partially
disposed by the Group without losing controls and the share of net assets calculated from the date of
acquisition or combination date shall be adjusted to capital premium or share premium in the consolidated
financial statements. Adjustments shall be made to retained earnings in the event that capital reserves are not
sufficient.

When the Group loses the controls over the investee due to partially disposal of equity investment and other
reasons, the remaining equity shall be re-measured in accordance with the fair value on the date of losing
control upon preparation of the consolidated financial statements. The amount of the sum of the consideration
obtained from equity disposal and the fair value of remaining equity deducting the difference between shared
net asset of original subsidiaries that were started to be calculated on the acquisition date or merging date,
shall be recorded as investment gain or loss in the period of losing control, and a written down to goodwiill
shall be made at the same time. Other comprehensive income related to former equity investment in
subsidiaries shall be recognised as current investment income upon losing of controls.

For the Group’s disposal on the subsidiaries’ equity investment by steps until the loses of controls, if
transactions in disposal of subsidiaries’ equity investment until losing control are in a package deal, each
transaction shall be treated as one transaction of disposal on subsidiaries and loses of control; but the
difference between considerations from each disposal of investment and shared net asset of the subsidiary
before losing controls shall be recognised as other comprehensive income in the consolidated financial
statements, and transferred to investment income for the period of losing controls.

Classifications of joint arrangement and accounting treatment of joint operation

The joint arrangement of the Group includes joint operations and joint ventures. For joint operation projects,
as a joint operation party the Group recognises assets and liabilities solely held by the Group and assets and
liabilities held on proportion. Revenue and expenses solely or proportionally recognised in accordance with
relevant agreements. Transactions on asset purchase or sales with joint ventures, that do not form normal
business activity shall only recognise parts of profits and losses generated in above transactions belonging to
other joint operation parties.

Criteria for determination of cash and cash equivalents

Cash in cash flow statement of the Group shall be cash on hand and deposits available for payment at any
time. Cash equivalents in cash flow shall be investments which shall be short-term (normally become due
within 3 months after purchasing date), highly liquid, readily convertible to known amounts of cash, and
subject to an insignificant risk of changes in value.

Foreign currency operations and translation of foreign currency statements

(1) Foreign currency transactions
For foreign currency transactions, the Group translate the foreign currency amounts into RMB amounts
at the spot rates of exchanges on a trade-date basis. On balance sheet date, foreign currency monetary
items are translated into RMB at the prevailing exchange rate of that date. Exchange differences arising
thereon are directly expensed in the profit and loss for the current period unless they arise from foreign
currency borrowings for the purchase or construction of qualifying assets which are eligible for
capitalisation.
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(2) Translation of foreign currency financial statements

Assets and liabilities in foreign currency balance sheet are translated at the spot rate prevailing at the
balance sheet date. Except for “undistributed profits”, items under the owners’ equity are translated at
the spot exchange rate when they occur. Income and expenses in income statement are translated at
the spot exchange rate on a trade-date basis. The resulting differences are presented under other
comprehensive income. Cash flow dominated in foreign currency are translated at the annual average
exchange rate. Effects on cash arising from the change of exchange rate are presented as separate
item in the cash flow statement.

10. Financial instruments
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The Group designates non-trading equity instrument investments as financial assets measured at
fair value through other comprehensive income. Once the designation is made, it cannot be
revoked. The non-trading equity instrument investment designated by the Group at fair value
through other comprehensive income is recognised initially at fair value, and related transaction
expense is included in the initially recognised amount. Except for dividends (excluding any
portion as return of investment cost) received and recorded in the current profit and loss, other
related gains and losses (including exchange gains and losses) are included in other
comprehensive income and subsequently may not be transferred to the current profits and
losses. When it is derecognised, the accumulated gain or loss previously included in other
comprehensive income is transferred from other comprehensive income and is included in
retained earnings.

Except those classified as financial assets at amortised cost and financial assets at fair value
through other comprehensive income, the Group classifies the remaining financial assets as
financial assets at fair value through profit or loss. Financial assets of this kind are initially
measured at fair value and relevant transaction costs are included directly in the initially
recognised amount. The profit or loss on financial assets of this kind is included in the profit or
loss of the current period.

When the Group changes the business model for managing financial assets, all financial assets
being affected are reclassified. There were no such circumstances in the year.

Basis of recognition and method of measurement of transfer of financial assets

A financial asset is derecognised if any one of the following conditions is satisfied: O the
contractual rights to receive cash flows from the financial asset have ceased; O the financial
asset has been transferred and the Group has transferred substantially all the risks and rewards
incidental to the ownership of the financial asset; [ the financial asset has been transferred and
the Group has neither transferred nor retained substantially all the risks and rewards incidental to
the ownership of the financial asset, and has not retained its control over the financial asset.

Where the transfer of a financial asset in whole satisfies the criteria of derecognition, the
difference between the carrying amount of the financial asset transferred and the sum of
consideration received for the transfer and any cumulative gain or loss of fair value that has been
recognised directly in other comprehensive income for the part derecognised (the contractual
terms of the transferred financial assets give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding) is included in profit or
loss for the current period.

Where the transfer of financial asset in part satisfies the criteria of derecognition, the carrying
amount of the entire financial asset transferred is allocated between the part to be derecognised
and the part not to be derecognised in proportion to their respective relative fair values, and the
difference between the sum of the consideration received for the transfer and any cumulative gain
or loss of fair value for the part derecognised that has been recognised directly in other
comprehensive income for the part derecognised (the contractual terms of the transferred
financial assets give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding) and the carrying amount of the entire financial
asset abovementioned for allocation is included in profit or loss for the current period.
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Financial liabilities

1) Classification, recognition and measurement of financial liabilities
At initial recognition, financial liabilities are classified either as financial liabilities at fair value
through profit or loss and other financial liabilities.

Financial liabilities at fair value through profit or loss include trading financial liabilities and
financial liabilities held-for-trading and those designated as fair value through profit or loss on
initial recognition. These financial liabilities are subsequently measured at fair value. The net gain
or loss arising from changes in fair value; dividends and Interest expenditure related to such
financial liabilities are recorded in profit or loss for the period in which they are incurred.

Other financial liabilities are subsequently measured at amortised cost, using the effective interest
method. Except for the following, the Group classifies financial liabilities as financial liabilities at
amortised cost: [0 Financial liabilities at fair value through profit or loss, including held-for-trading
financial liabilities (including derivatives that are financial liabilities) and financial liabilities
designated as at fair value through profit or loss. O Financial liabilities that arise when a transfer
of a financial asset does not qualify for derecognition or when the continuing involvement
approach applies. 0 Financial guarantee contracts that do not fall into 0 or O above, and
commitments to provide a loan at a below-market interest rate that do not fall into 0 above.

For financial liabilities arising from contingent consideration recognised by the Group as an
acquirer in a business combination not under the common control, they shall be measured at fair
value with changes recognised in profit or loss for the current period.

2)  Criteria for derecognition of financial liabilities

When the present obligations of financial liabilities are released in whole or in part, such financial
liabilities are derecognised to the extent of the obligations released. Where the Group enters into
an agreement with its creditor to replace existing financial liabilities by assuming new financial
liabilities with contractual terms substantively differ from those of the existing financial liabilities,
the existing financial liabilities are derecognised while the new financial liabilities are recognised.
Where the Group substantively revises, in whole or in part, the contractual terms of existing
financial liabilities, such existing financial liabilities are derecognised in whole or in part, while
those financial liabilities with their terms revised are recognised as new financial liabilities. The
difference between the carrying amount of the derecognised part and the consideration paid is
included in the profit or loss for the current period.

Method for determination of fair values of financial assets and financial liabilities

Fair values of financial assets and financial liabilities of the Group are measured at the prices in
principal market. In case there is no principal market, fair values of financial assets and financial
liabilities are calculated using the price which is the most beneficial to the market, and using valuation
technology which is the most appropriate at that time and with sufficient available data and other
information. The inputs which are used to measure the fair value have been divided into 3 levels by the
Group: Level 1-inputs consist of unadjusted quoted prices in active markets for identical assets or
liabilities. Level 2-inputs are quoted prices for the asset or liability (other than those included in Level 1)
that are either directly or indirectly observable. Level 3-inputs are unobservable inputs to the related
assets or liabilities. The Level 1 inputs are the first priority to use by the Group, and level 3 inputs will be
the last one to use. The level of fair value measurement is determined by the lowest level of inputs which
are significant to the measurement of fair value as a whole.

The Group measures investments in equity instruments at fair value. However, in limited circumstances,
if recent information on determining fair value is insufficient, or if there is a wide range of possible fair
value measurements and cost represents the best estimate of fair value within that range, the cost may
be an appropriate estimate of fair value with that range.
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(4) Offsetting of financial assets and financial liabilities
Financial assets and financial liabilities of the Group shall be presented separately in the balance sheet
and shall not be offset. However, when all of the following conditions are met, a financial asset and a
financial liability shall be offset and the net amount is presented in the balance sheet: (1) the Group has
a legal right that is currently enforceable to set off the recognised amount, and (2) the Group intends
either to settle on a net basis, or to realise the financial asset and settle the financial liability
simultaneously.

(5) Classification and treatment of financial liabilities and equity instruments
The Group classifies financial liabilities and equity instruments on the following principles: (1) Where the
Group is unable to unconditionally avoid delivering cash or another financial asset to fulfil a contractual
obligation, the contractual obligation meets the definition of a financial liability. Although some financial
instruments do not explicitly include the terms and conditions imposing the contractual obligation to
deliver cash or another financial asset, they may indirectly give rise to the contractual obligation through
other terms and conditions. (2) Where a financial instrument will or may be settled in the Group’s own
equity instrument, consideration shall be given to whether the Group’s own equity instrument as used to
settle the instrument is a substitute of cash or another financial asset or the residual interest in the
assets of an entity after deducting all of its liabilities. In the former case, the instrument shall be the
issuer’s financial liability; in the latter case, the instrument shall be the equity instrument of the issuer.
Under certain circumstances whereby a financial instrument contract stipulates that the Group will or
may use its own equity instrument to settle the financial instrument, and the amount of the contractual
right or obligation equal to the number instrument, consideration shall be given to whether the Group’s
own equity instrument as used to settle the instrument is a substitute of cash or another financial asset
or the residual interest in the assets of an entity after deducting all of its liabilities. In the former case,
the instrument shall be the issuer’s financial liability; in the latter case, the instrument shall be the equity
instrument of the issuer. Under certain circumstances whereby a financial instrument contract stipulates
that the Group will or may use its own equity instrument to settle the financial instrument, and the
amount of the contractual right or obligation equal to the number of its own equity instruments to be
received or delivered multiplied by their fair value at the time of settlement, the contract shall be
classified as a financial liability, regardless of whether the amount of the contractual right or obligation
is fixed, or fluctuates in full or in partly in response to changes in a variable other than the market price
of the Group’s own equity instruments (for example an interest rate, a commodity price or a financial

instrument price).

When classifying a financial instrument (or a component thereof) in consolidated financial statements,
the Group shall consider all terms and conditions agreed between members of the Group and the
holders of the financial instrument. If the Group as a whole has an obligation in respect of the instrument
to settle it by delivering cash or another financial asset or in such a way that it would be a financial
liability, such instrument shall be classified as a financial liability.

If the financial instrument or its component is attributable to the financial liability, the relevant interests,
dividends, gains or losses, and gains or losses arising from redemption or refinancing, shall be
recorded in the profit or loss of the current period.

If the financial instrument or its component is attributable to equity instrument, the Group treats it as
change in equity when it is issued (including refinanced), repurchased, sold or cancelled, and does not
recognise changes in fair value of equity instrument.
11. Bills receivable
The business model of the Group’s bills receivable is trade acceptance bills that collect contractual cash

flows. Impairment provision of bills receivable as at the end of the year shall be made on the basis of
expected credit loss of accounts receivable.
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12.

Accounts receivable

For the accounts receivable arising from the transactions regulated by the “Accounting Standards for
Business Enterprises No. 14 — Revenue” and including no significant financing components, the Group
always measures its loss allowance at an amount equal to the lifetime expected credit losses.

Judgment of whether credit risk has increased significantly since initial recognition. By comparing the default
probability of the financial instrument within the estimated duration determined at initial recognition against
the default probability of such instrument within the estimated duration determined on the balance sheet date,
the Group determines whether the credit risk of financial instrument has increased significantly. However, if
the Group determines that a financial instrument has only a low credit risk on the balance sheet date, it can
be assumed that the credit risk of the financial instrument has not increased significantly since initial
recognition. In normal circumstance, if the financial instrument is more than 30 days past due, it indicates that
the credit risk of financial instrument has increased significantly; unless the Group can obtain reasonable and
supportable information without undue cost or effort, which demonstrates that even if it is more than 30 days
past due, the credit risk has not increased significantly since the initial confirmation. When determining
whether the credit risk has increased significantly since the initial confirmation, the Group shall consider the
reasonable and supportable information, including forward-looking information, that is available without undue
cost or effort.

Information considered by the Group includes:

— theissuer or debtor has significant financial difficulty;

— the debtor has a breach of the contract, such as default or delay in payment of interest or principal,

—  after consideration for relevant economic or contractual conditions based on the debtor’s financial
difficulty, the creditor grants the debtor a concession which would not be granted for any other situation;

—  the debtor will probably enter bankruptcy or financial restructuring;

— the issuer’s or debtor’s financial difficulty conduces to the disappearance of the active market of the
financial asset;

— afinancial asset is purchased or originated at a large discount and the discount reflects the occurrence
of credit loss.

For bills receivable and accounts receivable, the Group adopts expected credit loss approach to provide for
allowances for bad debts. For bills receivable and accounts receivable which have significant different credit
risk, expected credit loss is determined on an individual basis. Apart from determining expected credit loss
on accounts receivable and bills receivable on an individual basis, the Group also determines the expected
credit losses on a collective basis based on the age distribution and whether it is the common risk
characteristics of related party amounts within the scope of consolidation. For the combination of expected
credit losses based on aging characteristics and the combination of expected credit loss of related parties
within the scope of consolidation, the Group calculates the expected credit loss on accounts receivable and
bills receivable using the exposure to default risk and expected credit loss rate of on accounts receivable and
bills receivable, and determine the expected credit loss rate based on default probability and default loss
rate.
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14.

The Group measures the expected credit loss on bills receivable and accounts receivable as of the balance
sheet date. When the expected credit loss is greater than the carrying amount of loss allowance for the bills
receivable and accounts receivable at that time, the Group recognises the difference as loss allowance for
the bills receivable and accounts receivable which shall be charged to “credit impairment loss” or credited to
“provision for bad debts”. In the case contrary to the aforesaid, the Group recognises the difference as
impairment gain and makes the account contrarily.

When any credit loss of the Group is actually incurred and it is certain that relevant notes receivable and
accounts receivable cannot be recovered, after an approval for write-off is obtained, the approved amount of
write-off shall be charged to “provision for bad debts” and credited to “notes receivable” or “accounts
receivable”. If the amount written off is greater than the loss allowance, the difference is charged to “credit
impairment loss” for the relevant period.

Based on the actual credit loss in previous years and taking into account of forward-looking information of the
year, the Group’s accounting estimation policies for measuring expected credit losses by age group, are as
follows:

4
i‘h‘ ,(‘F 1 i 12 -~ 23 ~= 35 ~- ® -5 ~-
Default loss rate 1.00% 50.00% 75.00% 85.00% 100.00%

Financing receivables

For those bills receivable and accounts receivable which the contractual cash flow characteristics are
consistent with the basic lending arrangements and the Company’s business model for managing such
financial assets is to collect the contractual cash flows and for sale, the Company classifies such bills
receivable and accounts receivable as financing receivables and measures them at fair value through other
comprehensive income. At initial recognition, the fair value is always the transaction price and any change in
fair value is accounted through other comprehensive income. Upon derecognition, the cumulative gain or loss
previously included in other comprehensive income is transferred from other comprehensive income and
credited to the profit or loss for the period.

Other receivables

Recognition and accounting methods for expected credit loss on other receivables

The Group provides for the loss of other receivables according to the following circumstances: O for financial
assets that the credit risk has not increased significantly since initial recognition, the Group measures the loss
allowance at an amount of future 12-month expected credit losses; [ for financial assets that the credit risk
has increased significantly since initial recognition, the Group measures the loss allowance at an amount
equal to the lifetime expected credit losses of the financial instrument; O for purchased or originated credit-
impaired financial assets, the Group measures the loss allowance at an amount equal to the lifetime expected
credit losses.

Assessment made on a combined basis: For other receivables, the Group is unable to obtain sufficient
evidence for any significant increase in credit risk at reasonable cost for one instrument, but finds it feasible
to assess whether there is any significant increase in credit risk on a combined basis, therefore, by taking the
type of financial instruments, credit risk rating, collateral type, date of initial recognition, remaining periods of
time to maturity under remaining contracts, industry the borrower operates in and loan pledge rate as the
common characteristics of risk, the Group categorizes other receivables into different groups and considers
and assesses whether there is any significant increase in credit risk on a combined basis. The Group
categorises other receivables into groups by nature and assesses whether there is any significant increase in
credit risk.
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The Group measures the expected credit loss on other receivables as of the balance sheet date. When the
expected credit loss is greater than the carrying amount of loss allowance for other receivables at that time,
the Group recognises the difference as loss allowance for other receivables which shall be charged to “credit
impairment loss” or credited to “provision for bad debts”. In the case contrary to the aforesaid, the Group
recognises the difference as impairment gain and makes the account contrarily.

When any credit loss of the Group is actually incurred and it is certain that relevant other receivables cannot
be recovered, after an approval for write-off is obtained, the approved amount of write-off shall be charged to
“provision for bad debts” and credited to “other receivables”. If the amount written off is greater than the loss
allowance, the difference is charged to “credit impairment loss” for the relevant period.

Inventories

Inventories of the Group mainly include raw materials, entrusted processed materials, work-in-progress and
finished products.

The inventory taking system shall be on a perpetual basis. Inventories are initially measured at cost; when
inventories are delivered, weight average method is adopted to determine the actual cost of inventories
delivered. Low-value consumable and packaging materials are amortised by one-time written-off.

Net realisable value of goods-in-stock, work-in-progress or held-for-sale raw materials are determined by their
estimated sales less the related selling expenses and taxes. Net realisable value of held-for-production raw
materials are determined by their estimated sales price of finished products less the production cost, related
selling expenses and taxes.

Contract assets

A contract asset is the Group’s right to consideration in exchange for goods that it has transferred to a
customer, and the right is conditioned on factors other than the passage of time. If the Group sells two clearly
distinguishable goods to the customer, and it has the right to receive payment because one of the goods has
been delivered, but the receipt of such payment is conditioned on the delivery of another goods, the Group
shall recognise such right to receive payment as contract asset.

For the recognition and accounting treatment for expected credit losses on contract assets, please refer to
the recognition and accounting treatment for accounts receivable in note 12 above.

The Group measures the expected credit loss on contract assets as of the balance sheet date. When the
expected credit loss is greater than the carrying amount of loss allowance for the contract assets at that time,
the Group recognises the difference as impairment loss which shall be charged to “credit impairment loss” or
credited to “impairment allowance for contract assets”. In the case contrary to the aforesaid, the Group
recognises the difference as impairment gain and makes the account contrarily.

When any credit loss of the Group is actually incurred and it is certain that relevant contract assets cannot be
recovered, after an approval for write-off is obtained, the approved amount of write-off shall be charged to
“impairment allowance for contract assets” and credited to “contract assets”. If the amount written off is
greater than the loss allowance, the difference is charged to “credit impairment loss” for the relevant period.
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17. Contract costs

(1)

Method for determining the amount of assets related to contract costs
The Group’s assets relating to contract costs include costs to fulfil a contract and costs of obtaining a
contact.

Contract performance costs represent the costs incurred by the Group in performing its contract. When
the costs are not within the scope of other accounting standards for business enterprises, the Group
recognises those costs as an asset if they meet all of the following criteria: the costs relate directly to a
contract or to an anticipated contract that the entity can specifically identify, including direct labor cost,
directly material cost, manufacturing overheads, costs that are explicitly chargeable to the customer
under the contract and other costs that are incurred only because the Group has entered into the
contract; the costs generate or enhance resources of the Group that will be used in satisfying
performance obligations in the future; and the costs are expected to be recovered.

The cost of obtaining a contract is the incremental cost that the Group incurs to obtain a contract. If the
cost is expected to be recovered, it is treated as the cost of obtaining a contract and recognised as an
asset; if the amortisation period of such asset is less than one year, it is recorded in profit or loss for the
current period when incurred. Incremental costs are the costs that they would not have incurred if the
Group had not obtained the contract (for example, sales commission). For other expenses incurred by
the Group for obtaining a contract in addition to the incremental costs expected to be recovered (such
as travel expenses incurred regardless of whether the contract is obtained or not), they are recorded in
profit or loss for the current period when incurred. However, those expressly bore by the customer are
excluded.

Amortisation of assets related to contract costs
The Group amortises the asset relating to contract costs on a basis that is consistent with the revenue
recognition relating to the asset and recognises it in profit or loss.

Impairment of assets related to contract costs

When determining the impairment loss of an asset related to the contract cost, the Group first
determines the impairment loss for other assets related to the contract, which is determined in
accordance with other relevant accounting standards for business enterprises; then, the Group
provides for impairment allowance and recognises as an impairment loss of asset to the extent that the
carrying amount of such asset exceeds the difference between the following: the remaining amount of
consideration that the Group expects to receive for the transfer of goods to which the asset relates; and
the costs that are estimated to be incurred for the transfer of the relevant goods.

The Group shall recognise in profit or loss a reversal of an impairment loss previously recognised when
the impairment conditions change and the aforesaid difference is higher than the carrying amount of
the asset. The increased carrying amount of the asset shall not exceed the amount that would have
been determined if no impairment loss had been recognised previously.
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18. Assets held for sale

(1

The Group classifies non-current assets or disposal group that meet the following criteria as held for
sale: 1) can immediately be disposed of under the current conditions based on cases of disposals of
such assets or disposal groups in similar transactions; 2) the disposal is highly probable that a decision
has been made on a plan for the disposal and an undertaking to purchase has been obtained, and the
disposal is expected to be completed within a year. Relevant approval is required for disposals
requiring approval from the relevant authorities or regulators as required by the relevant regulations.
Before the Group first classifies a non-current asset or disposal group as held for sale, the book value
of the non-current asset or each asset and liability in the disposal group is measured according to the
requirements of the relevant accounting standards. On initial measurement or remeasurement on the
balance sheet date of a non-current asset or a disposal group held for sale, where the book value is
higher than the fair value less cost of disposal, the book value is written down to the fair value less
disposal. The amount of write-down is recognised as an impairment loss of the asset and charged to
profit and loss of the period. At the same time, provision is made for impairment of assets held for sale.

Non-current assets or disposal groups which the Group acquired specifically for disposal, satisfy the
criterion of “disposal is expected to be completed within one year” on the date of acquisition, and is
probable to satisfy other criteria of classifying as held for sale shortly (usually within 3 months), are
classified as held for sale on the date of acquisition. At initial measurement, the amounts initially
measured assuming it is not classified as held for sale and the fair value less cost of disposal are
compared, and the lower of the two is measured. Other than non-current assets or disposal groups
acquired in a business combination, the difference arising from recognising the fair value less cost of
disposal of non-current assets or disposal groups as initial measurement is recognised in profit and
loss in the period.

Where the Group has lost control of a subsidiary due to reasons such as disposal of investment in the
subsidiary, regardless of the Group retains any part of equity investment after disposal, upon the
investment in the subsidiary intended to be disposed satisfying the criterion for classification as held for
sale, the investment in the subsidiary will be entirely classified as held for sale in the separate financial
statements of the parent company, and all assets and liabilities of the subsidiary are classified as held
for sale in the consolidated financial statements.

Where there is an increase in fair value less cost of disposal of a non-current asset held for sale on
subsequent balance sheet dates, the amount previously written down should be recovered and
reversed in the impairment loss of assets recognised after classification as held for sale, with the
reversed amount recognised in profit and loss of the period. Asset impairment loss recognised before
classification as held for sale is not reversible.

Asset impairment loss recognised for disposal groups held for sale is first offset against the book value
of goodwill of disposal groups, and then offset against the book values proportionally according to the
share of book value of each non-current asset.

Where there is an increase in fair value less cost of disposal of a disposal group held for sale in
subsequent balance sheet dates, the amount previously written down should be recovered and
reversed in asset impairment loss of non-current assets recognised as required by the appropriate
relevant measurement after classification as held for sale, with the reversed amount recognised in profit
and loss of the period. The book value of the offset goodwill and impairment loss of non-current assets
recognised before classification as held as for sale are not reversible.
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Reversed amount after the recognition of asset impairment loss of the disposal group held for sale
should be added proportionally to the book value share according to the share of the book value of
each non-current asset in the disposal group other than goodwill.

(6) No provision for depreciation or amortisation of non-current assets or non-current assets in disposal
groups held for sale is made, and the interest on liabilities and other expenses of disposal groups held
for sale continues to be recognised.

(7)  When a non-current asset or a disposal group held for sale no longer satisfies the criteria of
classification as held for sale and ceases to be classified as held for sale, or a non-current asset is
removed from the disposal group held for sale, it is measured is based on the lower of the following: 1)
the book value before classification as held for sale adjusted by recognition of depreciation,
amortisation or impairment assuming there was no classification as held for sale; 2) the recoverable
amount.

(8) Upon derecognition of a non-current asset or a disposal group held for sale, the unrecognised gain or
loss is accounted for in profit or loss of the period.

Long-term equity investments

Long-term equity investments include the Group’s investments in subsidiaries, investments in associates and
jointly ventures.

Our judgement of joint control is based on the fact of arrangements that all participants involved or groups of
participants jointly control and that policies of relevant activities must be unanimously agreed by participants
who jointly control the arrangement.

When the Group owns 20% or above but less than 50% of the voting right of the investee directly, or indirectly
through subsidiaries, it is considered to have a significant influence on the investee. If the voting right in the
investee is less than 20%, the influence on investee will be decided based on facts and circumstances
including representatives in the board of directors of similar authority of the investee, or participation in the
process of formulating the financial and operating policies of the investee, having significant transactions with
the investee, dispatching management personnel to the investee, and providing key technology and data to
the investee.

An investee that is under the control of the Group is deemed as a subsidiary of the Group. For long-term
equity investments acquired through a business combination under common control, they will be used as the
initial investment cost of long-term equity investment according to the share of the consolidated party in the
book value of net assets in the financial statements of the ultimate controlling party on the date of
consolidation. If the book value of net assets of the consolidated party at the date of consolidation is negative,
long-term equity investment cost is recognised as nil.

For shareholding which obtained by different transactions in stages and become business combination
finally, if it belongs to package transaction, the accounting method for which each transaction applies will
treat as one transaction which obtains control. If it does not belong to package transaction, according to
proportion of fair value of net assets of acquiree after the combination in the consolidated financial
statements, and accounted as the initial investment cost of long-term investment. Difference between initial
investment cost and the carrying value of long-term equity investment before combination and the sum of
carrying value of newly paid consideration for additional shares acquired on the date of combination is to
adjust share premium. If the balance of share premium is insufficient, any excess is adjusted to retained
earnings.
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For long-term equity investments acquired through business combination under uncommon control,
consolidation cost will be treated as the initial investment cost.

For shareholding which obtained by different transactions in stages and become business combination
finally, if it belongs to package transaction, the accounting method for which each transaction applies will
treat as one transaction which obtains control. If it does not belong to package transaction, Initial investment
cost will be the sum of the carrying value of the equity investment which it originally holds, and initial
investment cost will change to cost method. For shareholding which it holds before the date of acquisition
which uses equity method, other related comprehensive income which use equity method for accounting
shall not be adjusted, such investment shall use the same accounting basis as the invested company when it
directly disposes related assets or liabilities upon disposal. For shareholding which it holds before acquisition
and accounted for under fair value method in the available-for-sale financial assets, the accumulated change
in fair value which is originally included in other comprehensive income shall be change to profit or loss for
the current period on the date of combination.

Apart from the long-term equity investments acquired through business merger, long-term equity investments
acquired by cash will be used as investment cost according to the actual payment of the purchase price;
long-term equity investments acquired through issuance of equity securities will be used as investment cost
according to the fair value of the equity securities issued; long-term equity investments from investors will be
used as investment cost according to the investment contracts or agreement value.

The Group’s investments in subsidiaries are accounted for using the cost method and using equity method
for the investments in joint ventures and associates.

For long-term equity investments for which the subsequent measure is accounted for using cost method,
when making additional investment, carrying value of the long-term equity investments will be added
according to the fair value of cost of additional investment and the related expenses incurred by related
transactions. For cash dividend or profit paid by the invested company, it shall be recognised as investment
income for the current period using the amount which it entitles.

For long-term equity investment for which the subsequent measurement is accounted for under equity
method, carrying value of long-term equity investment shall be increased or decreased accordingly according
to the change in the shareholders equity of the invested company. When determining the amount of
proportion of net profit or loss in the invested company which it entitles, fair value of each identifiable assets
of the invested company at the time when the investment is obtained shall be used as basis, and according
to the accounting policies and accounting period of the Group, and after offsetting profit or loss incurred in
internal transaction between associates and joint ventures, and calculate the proportion which is attributable
to the investing company according to the shareholding, and recognised after adjustment is made to the net
profit of the investees.

On disposal of a long-term equity investment, the difference between the carrying value and the consideration
actually received is recognised as investment income for the period. For long-term investments accounted for
under equity method, the movements of shareholder’s equity, other than the net profit or loss, of the investee
company, previously recorded in the shareholder’s equity of the Company are recycled to investment income
for the period on disposal.
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21.

22.

(2) Depreciation method

R kv, -
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O, '~ AL B G g (%) (%)
Buildings Straight-line 20 5 4.75
Machinery Straight-line 5-20 5 19.00-4.75
Electronic equipment Straight-line 3-5 5 31.67-19.00
Vehicles Straight-line 5 5 19.00
Other equipment Straight-line 5 5 19.00

The Group reviews the expected life of use, estimated net residual value and depreciation method of
fixed assets at the end of each year, and changes, if any, are treated as changes in accounting
estimates.

Construction-in-progress

Construction in progress is carried forward to fixed assets from the date when it is ready for its intended use
according to its project budget, project fee or actual project cost, and depreciation is provided commencing
from the next following month. Upon the completion of final account audit of the completed project,
adjustment will be made for any difference from the original value of the fixed assets.

Borrowing costs

In terms of the borrowing costs involving fixed assets, investment real estate and inventory directly attributable
to over one year construction or production to achieve its intended use or sale, the capitalization of the
borrowing costs can commence only when all of the conditions are satisfied; expenditures for the asset are
being incurred, borrowing costs are being incurred, and activities relating to the acquisition, construction or
production of the asset that are necessary to prepare the asset for its intended use or sale have commenced.
When the qualified asset under acquisition, construction or production is ready for the intended use or sale,
the capitalisation of the borrowing costs shall be ceased. The amount of other borrowing costs shall be
recognised in profits of losses in the current period. If the qualified asset is interrupted abnormally during
construction or production, and interruption has lasted for three consecutive months, the capitalisation of the
borrowing costs shall be suspended until the construction or production of a fixed assets is resumed.

The amount of interest of specific borrowings occurred for the period shall be capitalised after deducting any
interest earned from depositing the unused specific borrowings in the bank or any investment income arising
on the temporary investment of those borrowings during the capitalisation period. The capitalised amount of
general borrowings shall be determined on the basis that the weighted average (of the excess amounts of
cumulative assets expenditures over the specific borrowings) times capitalisation rate (of used general
borrowings). The rate of capitalisation is determined by the weighted average interest rate of general
borrowing.
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23. Right-of-use assets

A right-of-use asset is a right to use a leased asset by the Group, as a lessee, within a lease term.

(1)

Initial measurement

At the commencement of a lease term, the Group initially measures a right-of-use asset at cost, which
comprises the following four elements: 0 the amount of lease liability initially measured; O the lease
payment made on or before the commencement date of lease term, net of any incentives received; O
any initial expenses directly incurred, that is the incremental cost incurred to obtain the lease; O the
costs expected to be incurred in dismantling and removing the leased asset, restoring the site on which
it is located or restoring the leased asset to the condition required by the terms and conditions of the
lease, unless it is incurred from the production of inventories.

Subsequent measurement

After the commencement date of lease term, the Group subsequently measures the right-of-use asset
on a cost basis, that is to measure the right-of-use asset at cost less accumulated depreciation and
accumulated impairment losses.

The Group remeasures lease liabilities according to the requirements under the standard of leases and
makes corresponding adjustment to the carrying amount of right-of-use assets.

Depreciation of right-of-use assets

A right-of-use asset is depreciated from the commencement date of lease term. Generally, depreciation
of a right-of-use asset starts from the month when the lease commences. The depreciation amount is
charged to the cost of the right-of-use asset or profit or loss according to the use of the underlying
asset.

When determining the depreciation method of a right-of-use asset, the Group considers the expected
consumption of economic benefits in respect of the right-of-use asset and depreciates the asset on a
straight-line basis.

In determining the useful life of a right-of-use assets, the Group follows the principles below: if it can
reasonably be certain that the ownership right will be obtained upon expiry of the lease term, the right-
of-use asset is depreciated over the remaining useful life; if it cannot reasonably be certain that the
ownership right will be obtained upon expiry of the lease term, the right-of-use asset is depreciated
over the shorter of the lease term and the remaining useful life of the right-of-use asset.

If the right-of-use asset is impaired, depreciation is made at the carrying amount of the right-of-use
asset after deduction the impairment losses.

24. Intangible assets

(1)

Measurement method, useful life and impairment test

The Group’s intangible assets mainly include land use right, maritime use right, patented technology,
non-patented technology and software, etc. Intangible assets are measured at the actual costs at
acquisition. For purchased intangible assets, actual paid cost and other relevant expenses are used as
the actual cost. For intangible assets invested by investors, the actual cost is determined according to
the values specified in the investment contract or agreement, while for the unfair agreed value in
contract or agreement, the actual cost is determined at the fair value. The intangible asset, which is
owned by the acquiree in a combination under different control but is not confirmed in the financial
statement, shall be confirmed as intangible asset at its fair value upon the initial recognition on the
acquiree’s assets.
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26.

5) its ability to measure reliably the expenditure attributable to the intangible asset during its
development phase.

Expenditure on the development phase which does not meet the above criteria is included in profit or
loss of the period in which it is incurred. Expenditure in the development phase which has been
included in the profit or loss in the prior period will not be recognised as asset in subsequent period.
The capitalised expenditures in development phase are presented as development expenditure in the
balance sheet and it is carried down into the intangible asset since the date when the asset is ready for
its intended use.

Impairment of long-term assets

The Company assesses items such as long-term equity investments, investment properties measured at cost,
fixed assets, construction-in-progress, right-of-use assets, intangible assets with definite life and operating
lease assets, the Company conducts impairment test where there is any indication of impairment. Intangible
assets with indefinite goodwill and useful life are tested at the end of each year for impairment, whether
indication of impairment exist or not.

The recoverable amount of an asset is the higher of its fair value less costs of disposal and the present value
of the future cash flows expected to be derived from the asset. An asset’s fair value is the price in a sale
agreement in an arm’s length transaction. If there is no sale agreement but the asset is traded in an active
market, fair value shall be determined based on the bid price. If there is neither sale agreement nor active
market for an asset, fair value shall be based on the best available information. Costs of disposal are
expenses attributable to disposal of the asset, including legal fee, relevant tax and surcharges, transportation
fee and direct expenses incurred to prepare the asset for its intended sale. The present value of the future
cash flows expected to be derived from the asset over the course of continued use and final disposal is
determined as the amount discounted using an appropriately selected discount rate. Provisions for assets
impairment shall be made and recognised for the individual asset. If it is not possible to estimate the
recoverable amount of the individual asset, the Group shall determine the recoverable amount of the asset
group to which the asset belongs. The asset group is the smallest group of assets capable of generating
cash flows independently.

When performing impairment test on goodwill that is separately presented in the financial statements, the
carrying value of goodwill is allocated to the related asset groups or groups of asset groups which are
expected to benefit from the synergies of the business combination. If the result of the test indicates that the
recoverable amount of an asset group or group of asset groups, including the allocated goodwill, is lower
than its carrying amount, the corresponding impairment loss is recognised. The impairment loss is first
deducted from the carrying amount of goodwill that is allocated to the asset group or group of asset groups,
and then deducted from the carrying amounts of other assets within the asset groups or groups of asset
groups in proportion to the carrying amounts of assets other than goodwill.

If the carrying amount of such asset exceeds its recoverable amount after impairment test, the difference is
recognised as impairment losses. The above impairment losses is irreversible in the subsequent accounting
period once recognised.

Long-term deferred expenses
The Group’s long-term deferred expenses will be amortised evenly during its beneficial period, If the long-

term prepayments are no longer beneficial to the subsequent accounting periods, the unamortized balance is
then fully transferred to profit or loss for the current period.
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27. Contract liabilities

28.

29.

Contract liabilities represent the obligation of the Group to transfer goods to customers for the consideration
which has been received or receivable from customers. Where customers have already paid the contract
consideration or the Group has obtained the unconditional right to receive the contract consideration before
the Group transfers the goods to customers, the amount received or receivable is recognised as contract
liabilities when the customers’ payment is actually made or is due, whichever is earlier.

Employee compensations

(1)

(4)

Accounting for short-term employee compensations
The Group’s employee compensations include short-term compensation, post-employment benefits,
termination benefits and other long-term benefits.

Short-term employee benefits include staff salaries, bonuses, allowances and subsidies, employee
welfare expenditures, social security contributions (e.g. compensation insurance, work injury insurance
and birth insurance), housing funds, union running costs, employee education costs, short-term paid
leaves, short-term profit sharing schemes, non-monetary welfare and other short-term salaries. The
Group recognises employee remuneration payables as liabilities during the accounting period in which
employees render their services and included in profits or losses in the current period or related cost of
assets based on the beneficiaries of the services.

Accounting for post-employment benefits

Post-employment benefits mainly include basic pension insurance, unemployment insurance and
others. Based on the Company'’s risks and obligations, they are classified as defined contribution plans
and defined benefit plans. As for the defined contribution plans, the contributions which are made for
individual subjects in exchange for the staff’'s services rendered in the accounting period shall be
recognised as liabilities on the balance sheet date and included in profit or loss of the period or relevant
asset costs according to the beneficiaries. The Group has currently no defined benefit plan.

Accounting for termination benefits
The Group has currently no termination benefits.

Accounting for other long-term compensations
The Group has currently no other long-term compensations.

Lease liabilities

(1)

Initial measurement
The Group initially measures a lease liability at the present value of outstanding lease payments at the
commencement date of the lease term.

1) Lease payments

A lease payment refers to the amount paid by the Group to a lessor in relation to the right to use a
leased asset during the lease term, which includes: O the fixed payments and the substantial
fixed payments, net of the lease incentive amount, if any; O the variable lease payments
depending on an index or ratio, which are determined at the time of initial measurement based on
the index or ratio on the commencement date of the lease term; [0 the price of exercising the
option to purchase, if the Company can reasonably be certain that it will exercise the option; O
the amount payable to exercise the option to terminate the lease, if the lease term reflects that the
Group will exercise the option to terminate the lease; 00 the amount payable based on the
residual value of the guarantee provided by the Group.
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2)  Discount rate
In calculating the present value of a lease payment, the Group uses the average borrowing rate
of the main lease as the discount rate.

(2) Subsequent measurement
After the commencement date of the lease term, the Group follows the principles below for the
subsequent measurement of a lease liability: 00 to increase the carrying amount of the lease liability
when recognising the interest on the lease liability; 0 to reduce the carrying amount of the lease liability
when a lease payment is made; [0 to remeasure the carrying amount of the lease liability when there is
a change in lease payment due to a change of reassessment or the lease.

The interest expenses of a lease liability in each period during the lease term based on fixed periodic
interest rate are charged to the profit of loss of the current period, except those are capitalised. Periodic
interest rate is the discount rate used by the Group for initial measurement of the lease liability, or the
revised discount rate used by the Group when remeasuring the lease liability at the revised discount
rate due to a change of lease payments or a change of the lease.

(3) Remeasurement

After the commencement date of the lease term, the Group remeasures the lease liability based on the
lease payments after the change and the revised discount rate, with a corresponding adjustment made
to the carrying amount of the right-of-use asset. The carrying amount of the right-of-use asset is
reduced to zero. If there is any further reduction of the lease liability, the Group charge the remaining
amount to the profit or loss for the current period. 0 There is a change in the substantial fixed payment;
O There is a change in projected payable of the guarantee residual value; 0 There is a change in the
index or ratio used for determining the lease payment; 0 There is a change in the assessment result of
the purchase option; [0 There is a change in the assessment result of the extension or termination
option or the actual exercise of the option.

30. Provisions

A provision is recognised as a liabilities when an obligation related to a contingency, such as guarantees
provided to outsiders, pending litigations or arbitrations, product warranties, redundancy plan, onerous
contract, reconstructing, expected disposal of fixed assets, satisfied all of the following conditions: the
obligation is a present obligation of the Group; it is probable that an outflow of economic benefits will be
required to settle the obligation; and the amount of the obligation can be measured reliably.

A provision shall be initially measured at the best estimate of the expenditure required to settle the related
present obligation. Considering the factors, such as risk, uncertainties, and time value of money related to the
contingencies. Where the effect of the time value of money is material, the best estimate shall be determined
by discounting the related future cash outflows. Where discounting is used, the increase in the provision due
to the passage of time is recognised as an interest expense.

If all or part of the expense necessary for settling the provisions is expected to be compensated by the third
party, the amount of compensation is separately recognised as an asset when it is basically determined to be
recoverable, and the recognised amount of the compensation shall not exceed the carrying amount of the
provisions.

The Group reviews the carrying amount of provisions at the balance sheet date and makes appropriate
adjustments to reflect the current best estimate.
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31.

Production Safety Fee

The Group collects, utilises and reviews the production safety fee pursuant to the relevant requirements of
Notice of the Ministry of Finance and the State Administration of Work Safety on Issuing the Administrative
Measures for the Collection and Utilisation of Enterprise Work Safety Funds (No. 16 [2012] of the Ministry of
Finance and the State Administration of Work Safety) and Notice of the Ministry of Finance on Issuing
Interpretation No. 3 of the Accounting Standards for Business Enterprises (No. 8 [2009] of the Ministry of
Finance).

The provision of Group’s machinery production enterprise safety production costs is based on the actual
sales revenue in last year, which is extracted monthly by taking excess regressive manner in accordance with
the following standard. The provision will be used for enhancing and improving safe production conditions of
enterprises or projects.

(1)  Operating income of RMB10 million and below, accrued in accordance with 2%;

(2)  Operating income of RMB10 million to RMB100 million (inclusive), accrued in accordance with 1%;

(8) Operating income of RMB100 million to RMB1,000 million (inclusive), accrued in accordance with 0.2%;
(4)  Operating income of RMB1,000 million to RMB5,000 million (inclusive), accrued in accordance with 0.1%;
(5) Operating income above RMB5,000 million, accrued in accordance with 0.05%.

The provision of the production safety fee for newly established enterprises and machinery production
enterprise with production less than one year is based on actual sales revenue for the year. The provision is
accrued monthly.

The provision of production safety fee is recognised in profit and loss for the current period and “special
reserve” account shown separately under owner’s equity. When using the reserve for maintaining production
safety fee, the amount will be debited from the “special reserve” if the fee is expenses nature. When using the
reserve for maintaining production safety fee of fixed asset, the amount will be debited from the “construction-
in-progress” item for the amount recorded in the cost of related assets. When the status of the project is ready
for intended use, the costs of such production safety fee should be recognised as fixed assets. Meanwhile,
“special reserve” will be offset by the cost forming fixed asset. If the balance of “special reserve” is
inadequate for offsetting purpose, the production safety fee will be recognised in profit and loss for the
current period.
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32. Revenue

Accounting policy adopted for the recognition and measurement of revenue

The Group’s operation revenue is mainly from sale of goods and rendering of services.

(1)

Principles of revenue recognition
Revenue is recognised when the Group satisfies the performance obligation in the contract by
transferring the control over relevant goods or services to the customers.

Where a contract has two or more performance obligations, the Group determines the stand-alone
selling price at contract inception of the distinct good or service underlying each performance
obligation in the contract and allocates the transaction price in proportion to those stand-alone selling
prices. The Group recognises as revenue the amount of the transaction price that is allocated to each
performance obligation.

The transaction price is the amount of consideration to which the Group expects to be entitled in
exchange for transferring promised goods or services to a customer, excluding amounts collected on
behalf of third parties. The Group recognises the transaction price only to the extent that it is highly
probable that a significant reversal in the amount of cumulative revenue recognised will not occur when
the uncertainty associated with the variable consideration is subsequently resolved. The consideration
which the Group expects to refund to the customer is recognised as liabilities and excluded from
transaction price. Where the contract contains a significant financing component, the Group recognises
the transaction price at an amount that reflects the price that a customer would have paid for the
promised goods or services if the customer had paid cash for those goods or services when (or as)
they transfer to the customer. The difference between the amount of promised consideration and the
cash selling price is amortised using an effective interest method over the contract term. The Group
does not adjust the consideration for any effects of a significant financing component if it expects, at
contract inception, that the period between when the Group transfers a promised good or service to a
customer and when the customer pays for that good or service will be one year or less.

The Group satisfies a performance obligation over time if one of the following criteria is met; or
otherwise, a performance obligation is satisfied at a point in time:

1) the customer simultaneously receives and consumes the benefits provided by the Group’s
performance as the Group performs.

2)  the customer can control the asset created or enhanced during the Group’s performance.

3) the Group’s performance does not create an asset with an alternative use to it and the Group has
an enforceable right to payment for performance completed to date.

For performance obligation satisfied over time, the Group recognises revenue over time by measuring
the progress towards complete satisfaction of that performance obligation, which is determined by input
method. When the outcome of that performance obligation cannot be measured reasonably, but the
Group expects to recover the costs incurred in satisfying the performance obligation, the Group
recognises revenue only to the extent of the costs incurred until such time that it can reasonably
measure the outcome of the performance obligation.
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For performance obligation satisfied at a point in time, the Group recognises revenue at the point in
time at which the customer obtains control of relevant goods or services. To determine whether a
customer has obtained control of goods or services, the Group considers the following indicators:

1)

2)

5)

the Group has a present right to payment for the goods or services.

the Group has transferred the legal title of the goods to the customer.

the Group has transferred physical possession of the goods to the customer.

the Group has transferred the significant risks and rewards of ownership of the goods to the
customer.

the customer has accepted the goods or services.

The Group’s right to consideration in exchange for goods or services that it has transferred to a
customer is stated as contract asset. The Group recognises allowances for impairment loss for
expected credit loss on contract assets. Receivable is the Group’s unconditional right to consideration
to be received from a customer. A contract liability is the Group’s obligation to transfer goods or
services to a customer for which the Group has received consideration (or an amount of consideration
is due) from the customer.

Specific accounting policies related to the main activities of the Company’s revenue are
described below:

O

Contracts for sale of goods

Contracts for sale of goods between the Group and its customers usually include only the
performance obligations in respect of the transfer of goods. In general, the Group recognises
revenue at the point in time when the customer accepts the control of the goods, taking into full
consideration of the following factors: obtaining the present right to receiving payment in respect
of the goods; transfer of substantial risks and returns in respect of the title to the goods; transfer
of legal title in respect of the goods; transfer of the physical asset of the goods; and the
acceptance of goods by customers.

Contracts for provision of services

Contracts for provision of services between the Group and its customers usually contain
performance obligations such as technical services and after-sale maintenance services. While
the Group performs the contract, the customer obtains and consumes the economic benefit
brought by the Group’s performance, and in respect of the portion of revenue arising from the
Group’s performance completed to date, the Group is entitled, during the entire validity period of
the contract, to recognise revenue according to progress of performance within such period for
satisfying such performance obligations during a period of time, however other than
circumstances that the progress of performance cannot be reasonably determined. The Group
determines progress of performance in respect of the provision of services using input method.
When the progress of performance cannot be reasonably determined, if the costs incurred are
expected to be compensated, the Group recognises revenue based on the amount of costs
incurred, until the progress of performance can be reasonably determined.

Difference in accounting policy for revenue recognition arises when adopting different business
models for the same type of business
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33. Government grants

The Group’s government grants include financial funding, interest subsidy for loans and tax rebates, of which
government grants related to assets represent the government grants obtained by the Group and applied
towards acquiring and constructing or otherwise develop long-term assets. Government grants related to
income represent the government grants other than those related to assets. If no grantee is specified in the
government documents, the Group shall determine based on the above classification principles, otherwise, it
is classified as a government grant related to income in its entirety.

If a government grant is a monetary asset, it is measured at the amount actually received. For the grants
being allocated in accordance with fixed quotas, or if there is sufficient evidence at end of the year to show
that the entity complies with the conditions of financial policies and is expected to receive supporting funds,
the grants shall be measured at receivable amount. If a government grant is a non-monetary asset, it is
measured at its fair value, and in the event the fair value cannot be acquired in a reliable way, it is measured
at its nominal amount (RMB1).

Government grants related to assets are recognised as deferred income and are allocated evenly to profit or
loss for the period over the useful life of the relevant asset. The balance of undistributed deferred income of a
related asset which is disposed, transferred, retired or damaged before the end of its useful life is transferred
to gain or loss of disposal of assets for the period.

If a government grant related to income is to compensate the related cost, expenses or losses to be incurred
in subsequent periods, it is recognised as deferred income, and is recognised in profit or loss for the period
when the related cost, expenses or losses incurred. If a government grant is related to the ordinary activities,
it is included in other income based on the economic substance of the business. Government grants not
related to the ordinary activities are included in non-operating income or expenses.

Interest subsidies for policy-related preferential loans obtained by the Group are classified as interest subsidy
funds paid to lending banks or interest subsidy funds directly paid to the Group, which are accounted for
based on the following principles:

(1) for interest subsidy funds paid to lending banks, the lending banks provide loans to the Group at policy-
related preferential rates, and the Group recognises the borrowing amount actually received as the
book value of the borrowing, and calculates the relevant borrowing expenses based on the principal

and the policy-related preferential rate of the borrowing.

(2) For interest subsidy funds paid directly to the Group, the Group will offset the corresponding interest
subsidy against the relevant borrowing expenses.

For government grants recognised that needs to be returned, the Group accounts the returning amount in the
period according to the following:

(1)  Where it has been offset against the carrying value of the relevant asset on initial recognition, the
carrying value of the asset is adjusted.

(2) Where relevant deferred income exists, the balance of the carrying amount of the relevant deferred
income is offset and the excess is recognised in profit or loss for the period.

(8) Inother cases, it is directly recognised in profit or loss for the period.
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34.

Deferred income tax assets/deferred income tax liabilities

Deferred income tax assets and deferred income tax liabilities of the Group are calculated and recognised
based on the difference between tax bases and carrying amounts of assets and liabilities (temporary
differences). Deferred income tax asset is recognised for the deductible losses that are deductible against
taxable profit in subsequent years in accordance with the requirements under tax laws. No deferred tax
liability is recognised for temporary difference arising from initial recognition of goodwill. No deferred income
tax asset or deferred income tax liability is recognised for a temporary difference arising from initial
recognition of asset or liability due to a transaction other than a business combination, which affects neither
accounting profit nor taxable profit (or deductible loss). At balance sheet date, deferred income tax assets
and deferred income tax liabilities are measured at the applicable tax rates for the period when the asset is
expected to be realised or the liability is expected to be settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit will be
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If the modification of lease is not accounted for as a separate lease, on the effective date of the
modification of lease, the Group allocates the consideration of the modified contract in
accordance with the accounting standard in respect of leases and re-determines the lease term
after modification; and discount the lease payments after modification at the discount rate after
modification for remeasurement of lease liability. When calculating the present value of the lease
payment after modification, the Group uses the interest rate implicit in lease of the remaining
lease term as the discount rate. If the interest rate implicit in lease of the remaining lease term
cannot be determined, the Group uses lessee’s incremental borrowing rate at the effective date
of the modification of the lease as the discount rate. The Group accounts for the consequences of
the above adjustment under the following circumstances: O If the modification of lease results in
a narrower scope of lease or a shorter lease term, the lessor reduces the carrying amount of the
right-of-use asset to reflect the gain or loss on partly or wholly termination of the lease in the profit
or loss of the current year. 0 For other modifications of lease that result in remeasurement of
lease liability, the lessee made corresponding adjustment to the carrying amount of the right-of-
use asset.

3)  Short-term leases and leases of low-value asset
For short-term leases with lease term of less than 12 months and leases of a single lease asset
which is of relatively low value when it is new, the Group has elected not to recognise right-of-use
asset and lease liability. The Group charges the lease payments of short-term leases and the low-
value asset leases to the cost of the underlying assets or the profit or loss for the current period in
each period of the lease term on a straight-line basis.

The Group as a lessor
On the basis of determining the contract is or contains a lease as mentioned in “V. 35.(1)", the Group,
as a lessor, classifies the lease as finance lease and operating lease at the inception of the lease.

If a lease transfers, in substance, substantially all of the risks and rewards of the ownership of the
leased asset, the lessor classifies the lease as finance lease. Other than that, all leases are classified as
operating leases.

A lease is usually classified as a finance lease by the Group when one or more of the following
conditions are satisfied: 0 When the lease term expires, the ownership of the leased asset is
transferred to the lessee; 0 The lessee has the option to purchase the leased asset. The purchase
price entered into is sufficiently low compared to the fair value of the leased asset when the option is
expected to be exercised. Therefore, it can be reasonably certain at the commencement date of the
lease that the lessee will exercise the option; 0 The ownership of the asset is not transferred, but the
lease term takes up most of the useful life of the leased assets (not less than 75% of the useful life of the
leased asset); 0 On the commencement date of the lease, the present value of the lease receipt is
basically equivalent to the fair value of the leased asset (not less than 90% of the fair value of the leased
asset); 0 The leased assets are of a special nature. If no major modifications are made, it can only be
used by the lessee. If one or more of the following indications exist in a lease, the Group may also
classify it as a finance lease: O If the lessee cancels the lease and the loss caused to the lessor arising
from the cancellation of lease is borne by the lessee; 0 The gain or loss arising from the fair value
change in the balance of the asset belongs to the lessee; [1 The lessee is able to continue the lease for
the next period at a rent far below the market level.
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1)

2)

Accounting for finance leases

Initial measurement

At the commencement date of the lease, the Group recognises the finance lease receivables for
finance leases and derecognises finance lease assets. On initial measurement of finance lease
receivables, the net lease investment is used to record the value of the finance lease receivable.

The net lease investment is the sum of the unguaranteed residual value and the present value of
outstanding lease receipts at the commencement date of the lease term (discounted by the
interest rate implicit in the lease). A lease receipt is the payment receivable from the lessee by the
lessor for conveying the right to use a leased asset within the lease period, which comprises: [
the fixed payments and the substantial fixed payments to be made by the lessee, net of the lease
incentive amount, if any; O the variable lease payments depending on an index or ratio, which
are determined at the time of initial measurement based on the index or ratio on the
commencement date of the lease term; [ the price of exercising the option to purchase,
provided that it is reasonably certain that the lessee will exercise the option; [0 the amount
payable by the lessee for exercising the option to terminate the lease, provided that the lease
term reflects that the lessee will exercise the option to terminate the lease; [0 the residual value of
the guarantee provided by the lessee, its related party and an independent third party having
financial capability to fulfil the obligation under the guarantee.

Subsequent measurement

The Group calculates and recognises interest income in each period during the lease term based
on fixed periodic interest rate. Periodic interest rate is the implicit discount rate used to determine
the net lease investment (For sub-leases where the implicit interest rate cannot be determined,
the discount rate of the original lease is used (adjusted by any initial direct expenses in relation to
the sub-lease), or the revised discount rate fixed when the modification of the finance lease is not
treated as a separate lease and the leased is classified as finance lease in accordance with the
relevant requirement with the criteria are satisfied had the modification take effect on the
commencement date of the lease.

Accounting for lease modification

If the finance lease is modified and meets the following conditions, the Group accounts for the
modification as a separate lease: [0 The modification expands the lease scope by adding right to
use of one or more leased assets; [1 The increased consideration is equal to the standalone price
of the expanded lease scope as adjusted based on the contract.

If the modification of finance lease is not accounted for as a separate lease, and it satisfies the
criteria of classification of the lease as an operating lease had the modification takes effect on the
lease commencement date, the Group accounts for the lease modification as a new lease since
the effective date of the lease modification, with the net lease investment prior to the effective
date of the lease modification as the carrying amount of the leased asset.

Accounting for operating leases

Treatment for rents

In each period during the lease term, the Group recognises lease receipts from operating lease
as rental income on a straight line basis.
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Incentive measures provided

For rent-free period, the Group allocates the total rent over the lease term without deducting rent-
free period on a straight line basis, and recognises rental income during the rent-free period. If
the Group bears certain expenses on behalf of the lessee, such expenses are deducted from the
rental income and the balance of rental income after deduction is allocated over the lease term.

Initial direct expenses

The initial direct expenses incurred by the Group in relation to the operating leases are capitalised
as cost of the leased asset, and equally charged to the profit or loss for the current period over
the lease term in accordance with the same basis of recognition as rental income.

Depreciation

For the fixed assets in operating lease assets, they are depreciated using the policy similar to the
depreciation of assets. For other operating lease assets, they are amortised on a systematic and
reasonable manner.

Variable lease payments

The variable lease payments received by the Group that have not included in lease receipts
relating the operating leases are credited to the profit or loss of the current period when they
occur.

Modifications of operating leases

A modification of operating lease is accounted for by the Group as a new lease since its effective
date. Any prepaid lease payments or lease receivables relating to the modification is treated as a
receipt for new lease.

36. Other Significant Accounting Policies and Accounting Estimates

Accounting for income tax

Income tax is accounted for using liability method. Income tax expenses represent the sum of current tax and
deferred tax. Current tax and deferred tax relating to the transactions or matters that are directly recorded in
shareholders’ equity are deal with in shareholders’ equity. Deferred tax arising from business combination is
adjusted to the carrying value of goodwill. All other current tax and deferred tax are recognised in profit or
loss for the period.

The tax currently payable is the amount of tax payable to taxation bureau by the enterprises in respect of the
transactions and matters of the current period calculated according to the taxation regulations. The deferred
income tax is the difference between the balances of the deferred income tax assets and deferred tax
liabilities that should be recognised using the balance sheet liabilities approach at the end of period and their
balances originally recognised.
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37.

Segment information

The Group’s operating segments are identified based on internal organisation structure, management
requirements and internal reporting system. The reportable segments are determined and disclosed based
on the operating segments.

Operating segment is a component of the Group that satisfies the following criteria simultaneously: the
component can generate revenue and expenses in business activities; the management of the Group can
assess the operating performance of the component in order to allocate resources and assess performance;
and the Group can acquire accounting information such as the financial position, operating performance and
cash flow of the component. If two or more operating segments carry similar economic characteristics, and
satisfy certain criteria, they are combined as one operating segment.

Discontinued operations

Discontinued operations refer to components of the Group which satisfy any of the following conditions and
can be individually distinguished, and such components have been disposed of or classified as available-for-
sale: (1) the components represent an independent major business or a separate major region of operation; (2)
the components are part of an intended disposal plan related to an independent major business or a separate
major region of operation; (3) the components are subsidiaries acquired specifically for resale.

Changes in significant accounting policies and accounting estimates

(1) Changes in significant accounting policies
O Applicable v Not applicable

(2) Changes in significant accounting estimates
O Applicable v Not applicable

(8) Adjustments to the relevant items in the financial statements at the beginning of the year
upon implementation of the New Lease Standard for the first time since 2021
O Applicable v Not applicable

(4) Retrospective adjustments to the comparative figures for prior period upon

implementation of the New Lease Standard for the first time since 2021
O Applicable v Not applicable
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1. Main tax types and tax rates
J' 0’ W !"‘: ,F‘ -~ }5‘:
Value-added tax Value-added tax payable is the balance of output tax after 13%, 9%, 5%

deducting deductible import tax

Urban maintenance and Turnover tax actually paid 7%
construction tax

Enterprise income tax Taxable profits 15%, 16.5%, 25%
Education surcharge Turnover tax actually paid 3%
Local education surcharge Turnover tax actually paid 2%

Disclosures regarding taxpaying entities subject to different enterprise income tax rates

\"’ T By PR T' <r ¥
The Company 15%
Shouguang Molong Logistic Co., Ltd. 25%
MPM International Limited 16.5%
Shouguang Baolong Petroleum Equipment Co., Ltd. 25%
Shouguang Maolong New Materials Technology Development Co., Ltd. 25%
Shouguang Molong Electro-mechanical Equipment Co., Ltd. 25%
Weihai Baolong Special Petroleum Materials Co., Ltd. 25%
Shouguang Baolong Management and Consultancy Co., Ltd. 25%
Shandong Molong Import & Export Co., Ltd. 25%
Shandong Molong Energy Technology Co., Ltd. 25%

2. Taxincentives

According to the list of high-tech enterprises contained in the “Letter Regarding 2020 2nd Batch Filing of
High-tech Enterprises of Shandong Province” (Guo Ke Huo Zi [2021] No. 25) issued by the Leading Group
Office of National High-tech Enterprises Recognition and Management, the Company has been recognised
as a high-tech enterprise with the certificate of high-tech enterprise No. GR202037004362 issued on 8
December 2020, for a term of three years.

According to the regulations of high-tech enterprise recognition and relevant national tax policies, the

Company can enjoy preferential national tax policies for three consecutive years (from 2020 to 2022) from the
re-recognition of high-tech enterprises, i.e. paying enterprise income tax at a rate of 15%.
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1.

Monetary funds

A

Cash on hand
Cash at banks
Other monetary funds

FAOQFF 7 <

F=
Unit: RMB
B g Balance at
« ™ . . thebeginning of
<« " the period
56,704.36 53,744.41

345,221,089.66
198,261,570.58

509,754,630.52
250,171,428.10

Total

Including: total deposits overseas

543,539,364.60 759,979,803.03

2,303,502.60 2,326,746.13

Other descriptions

(1

4)

The Group’s deposits overseas represented the monetary funds of MPM, a Hong Kong-based
subsidiary.

The Group’s other monetary funds as at the end of the period included bank acceptance margins of
RMB190,898,060.94 (as at the beginning of the year. RMB242,336,453.10), loan margins of
RMB4,840,000.00 (as at the beginning of the year: RMB7,240,000.00), USD fixed-rate margins of
RMB775,212.00 (as at the beginning of the year: RMBO0.00). deposits for letter of guarantee of
RMB450,901.72 (as at the beginning of the year: RMBO0.00), and deposits in other financing institutions
of RMB1,297,395.92 (as at the beginning of the year: RMB594,975.00).

The Group had security deposits for bank acceptance bills with maturity date over 3 months of
RMB146,830,901.72 (as at the beginning of the year: RMB59,664,500.00).

As at the balance sheet date, there were funds of RMB2,590,296.19 (as at the beginning of the year:
RMB326,106.55) subject to judicial freezing for litigations.

Bills receivable

(1) Presentation of bills receivable by type

Unit: RMB

B~ g Balance at

<« M . . thebeginning of

:; <« I % the period

Trade acceptance bills 94,972,374.81 166,611,283.34

Less: Provision for impairment of bills receivable (949,723.75) (1,666,112.83)

Total 94,022,651.06 164,945,170.51
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Unit: RMB

Balance at the beginning of the period

B, »F - F .~ Book balance Provision for bad debts
- F , Provision
I % e = F{d % e < B, -, Amount Percentage Amount rate Book value

Bills receivable
provided for bad
debtsona
collective basis

Including:

Bills receivable
provided for bad
debtsona
collective basis
as grouped for
expected credit
loss based on
aging
characteristics

94,972,374.81  100.00%  949,723.75

94,972,374.81  100.00%  949,723.75

1.00% 94,022,651.06 166,611283.34  100.00%  1,666,112.83 1.00% 164,945,170.51

1.00% 94,022,651.06 166,611283.34  100.00%  1,666,112.83 1.00% 164,945,170.51

Total 94,972,374.81  100.00%  949,723.75

1.00% 94,022,651.06 166,611283.34  100.00%  1,666,112.83 1.00% 164,945,170.51

Provision for bad debts on a collected basis: Bills receivable provided for bad debts on a collective
basis as grouped for expected credit loss based on aging characteristics

Unit: RMB
y CETF e Mo N
G B,, ~ BNy <= F - F <
Within 1 year 94,972,374.81 949,723.75 1.00%
Total 94,972,374.81 949,723.75 —

Basis for determining the group:

The above bills receivable of the Group as at the end of the period were all aged within 1 year.

If provision for bad debts of bills receivable was made using the general approach of expected credit
loss, please disclose the information on provision for bad debts with reference to the disclosures of

other receivables:

O Applicable v Not applicable
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(4)

Provision, recovery or reversal of provision for bad debts for the current period

Provision for bad debts for the current period:

Unit: RMB
TWAONZ PR A .,
B - < R B - <
< g FFF CoTT ~ M <
o k «q - F - e Tagt . & - ~ -
Provisions for
impairment of bills
receivable 1,666,112.83 (716,389.08) 0.00 0.00 0.00 949,723.75
Total 1,666,112.83 (716,389.08) 0.00 0.00 0.00 949,723.75
Including any significant recovery or reversal of provision for bad debts for the period:
O Applicable v Not applicable
Pledged bills receivable of the Company at the end of the period
Unit: RMB

«lsﬂ 4 W Fe

” ~ M
< <« I "

Trade acceptance bills 77,009,807.06
Total 77,009,807.06

Bill receivables that have been endorsed or discounted at the end of the period and have
not yet expired at the balance sheet date

Unit: RMB
ﬂ-\ W ;r‘ Amount not
q - . 9 -~ A derecognised as at the

»y oF At ¢ )
< « M " end of the period
Trade acceptance bills , 2,189,555.90
Total , 2,189,555.90

2021 Interim Report



(5) Bills transferred to accounts receivable due to non-performance of drawers at the end of

the period

The Group had no bills transferred to accounts receivable due to non-performance of drawers at the

end of the period.
(6) Actual write-off of bills receivable for the current period
There were no actual write-offs of bills receivable for the period.
3. Accounts receivable

(1) Disclosure of accounts receivable by type

BT R

'

Unit: RMB

Balance at the beginning of the period

B, o7 P

Book balance

Provision for bad debts

- F ‘

I 5\ M Fw_ - F":g 7\ Py p,. "f B, -~ Amount

Accounts receivable
provided for bad
debts onan
individual basis

Including:

Accounts receivable
provided for bad
debts onan
individual basis
due to significantly
different credit risk

Accounts receivable
provided for bad
debtsona
collective basis

Including:

Accounts receivable
provided for bad
debtsona
collective basis as
grouped for
expected credit
loss based on
aging
characteristics

17,365,734.73 4.07% 3,473,146.95 20.00%  13,892,587.78  17,365,734.73

17,365,734.73 4.07% 3,473,146.95 20.00%  13,892,587.78  17,365,734.73

409,540,740.53 95.93%  121,375,061.66 29.64% 288,165,678.87  393,973,746.12

409,540,740.53 95.93%  121,375,061.66 29.64% 288,165,678.87  393,973,746.12

Provision

Percentage Amount rate Book value

4.22% 347314695 20.00%  13,892,587.78

4.22% 347314695 20.00%  13,892,587.78

95.78% 11994573862  3045%  274,028,007.50

95.78%  119,945738.62  30.45%  274,028,007.50

Total 426,906,475.26 124,848,208.61 302,058,266.65  411,339,480.85

—  123418,885.57 — 287,920,595.28

Provision for bad debts on an individual basis: Accounts receivable pr