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Pan-China Certified Public Accountants

Auditor’s Report

PCCPAAR [2020] No. 4028

To the Shareholders of Zhejiang Kaishan Compressor Co., Ltd.:

I. Audit Opinion

We have audited the accompanying financial statements of Zhejiang Kaishan
Compressor Co., Ltd. (the “Company”), which comprise the consolidated and parent
company balance sheets as at December 31, 2019, the consolidated and parent
company income statements, the consolidated and parent company cash flow
statements, and the consolidated and parent company statements of changes in equity

for the year then ended, as well as notes to financial statements.

In our opinion, the attached financial statements present fairly, in all material respects,
the financial position of the Company as at December 31, 2019, and of its financial
performance and its cash flows for the year then ended in accordance with China

Accounting Standards for Business Enterprises.

IL. Basis for Audit Opinion

We conducted our audit in accordance with China Standards on Auditing. Our
responsibilities under those standards are further described in the Certified Public
Accountant’s Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Company in accordance with the China Code of
Ethics for Certified Public Accountants, and we have fulfilled other ethical
responsibilities. We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.
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credit loss rate of accounts receivab €, so as to calculate the provision Ior bad debts to

be accrued.

A As the amount of accounts receivable is significant and impairment test involves
significant judgment and estimate of the Management, we have identified impairment

of accounts receivable as a key audit matter.

2. Responsive audit procedures
Our main audit procedures for impairment of accounts receivable are as follows:

(1) We obtained understandings of key internal controls related to impairment of
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accounts receivable, assessed the design of these controls, determined whether they

have been executed, and tested the effectiveness of their operation;

(2) We reviewed the accounts receivable with provision for bad debts made in
previous periods and written off or reversed subsequently, assessed the accuracy of

historical estimates made by the Management,

(3) We reviewed the consideration of the Management on credit risk assessment and
objective evidence, and assessed whether the credit risk features of accounts

receivable had been sufficiently identified by the Management;

(4) For accounts receivable with impairment test performed on an individual basis, we
obtained the Management’s estimates on the present value of future cash flows,
assessed the reasonableness of key assumptions and the accuracy of data adopted in

the estimations and checked them with acquired external evidences;

(5) For accounts receivable with impairment test performed on a collective basis, we
assessed the reasonableness of portfolio classification by the Management based on
credit risk features; assessed the reasonableness of comparison table of ages and
estimated credit loss rate of accounts receivable based on the historical loss
experience and forward-looking estimation; we reviewed the accuracy and integrity of
data used by the Management (including ages of accounts receivable, historical loss
rate, etc.) and assessed whether the calculation of provision for bad debts was

accurate;

(6) We checked the subsequent collection of accounts receivable and assessed the

reasonableness of provision for bad debts made by the Management;

(7) We checked the contract signed with major customers, and obtained
understandings of customer credit policies during the reporting period and their actual

implementation;

(8) We examined and analyzed the main reasons for balances due from major

customers at the end of the period, and analyzed the reasonableness; and

(9) We checked whether information related to impairment of accounts receivable had

been presented and disclosed appropriately in the financial statements.

(I1) The existence and valuation of geothermal project assets
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1. Key audit matters
Please refer to section III (XIII), (XIV) and V (I) 9, 10 of the notes to the financial

statements for details.

As of December 31, 2019, carrying amount of geothermal project assets included in
fixed assets and construction in progress amounted to 3.66 billion yuan, accounting
for 79.70% of the total carrying amount of fixed assets and construction in progress,
which is 4.60 billion yuan, and accounting for 44.94% of the total assets. As the
carrying amount of geothermal project assets accounts for a large proportion of the
total assets, we have identified the existence and valuation of geothermal project

assets as a key audit matter.

2. Responsive audit procedures

Our main audit procedures for existence and evaluation of geothermal project assets
are as follows:

(1) We obtained understandings of key internal controls related to existence and
evaluation of geothermal project assets, assessed the design of these controls,

determined whether they had been executed, and tested the effectiveness of their

operations;

(2) We obtained working list of geothermal project engineering, and checked the
original documents such as project budget reports, contracts, invoices, payment
documents, engineering completion information, etc. to determine the accuracy of the

recorded amount and the accounting treatment;

(3) We checked the stage of capitalization of borrowing costs, assessed whether they
had met the relevant conditions for capitalization, and analyzed the accuracy of

capitalized borrowing costs in construction in progress;

(4) We obtained information relevant to construction carried forward to fixed assets,
to analyze the accuracy of the time point that it reaches the designed usable conditions

and the amount of fixed assets involved;

(5) We carried out stocktaking on geothermal project assets, checked the completion
status of geothermal projects, and whether any construction in progress has been

ceased and delayed;

(6) We obtained understandings of whether there is evidence indicating impairment
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audit matter.

2. Responsive audit procedures

Our main audit procedures for impairment of goodwill are as follows:

(1) We obtained understandings of key internal controls related to impairment of
goodwill, assessed the design of these controls, determined whether they had been

executed, and tested the effectiveness of their operations;

(2) We reviewed the present value of future cash flows estimated by the Management
in previous years and the actual operating results, and assessed the accuracy of the

Management’s historical estimations;

(3) We obtained understandings of and assessed the competency, professional quality,

and objectivity of external valuation experts engaged by the Management;
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(4) We tested the reasonableness and consistency of the method used by the

Management in impairment test;

(5) We assessed the reasonableness of key assumptions used in impairment test and
reviewed whether relevant assumptions were consistent with overall economy
environment, industry condition, operation situation, historical experience, operation

plan and other assumptions related to the financial statements used by the

Management;

(6) We tested the accuracy, completeness and relativity of data used in the impairment

test and reviewed the internal consistency of related information in the impairment

test;

(7) We tested whether the calculation of present value of estimated future cash flows

was accurate; and

(8) We checked whether information related to impairment of goodwill had been

presented and disclosed appropriately in the financial statements.

IV. Other Information

The Management is responsible for the other information. The other information
comprises the information included in the Company’s annual report, but does not

include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we

do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the

audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have

nothing to report in this regard.

V. Responsibilities of the Management and Those Charged with Governance for

the Financial Statements

The Management is responsible for preparing and presenting fairly the financial
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2y rare ciroumsfances, we determine thaf. a. matter shauld.
not be communicated in our report because the adverse consequences of doing so

Pan-China'Certified Public Accountants LLP Chinese Certified Public Accountant

(Engagement Partner)
Hangzhout - China
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Chinese Certified Public Accountant
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Date of Report: April 2 g T:D !

The auditor s report and the accompanying financial statements are English translations of the Chinese auditor s
report and statutory financial statements prepared under accounting principles and practices generally accepted
1n.ine Feonie's kenpinie of Crina. T'nese financidy sidremertes ure nn irteniicl o preser. e Giaminial g siiam il

version prevails.

results of operations and cash flows in accordance with accounting principles and practices generally accepted in
other countries and jurisdictions. In case the English version does not conform to the Chinese version, the Chinese
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Other equity instrument investments
Other non-current financial assets
Investment property

Fixed assets 9
Construction in progress 10
Productive biological assets
Oil & gas asscts
Right-of-use assets
Intangible assets

Development expenditures

OUCT NON-CUITCIL d>SSCLS

[otal non-current assets

'i‘otal assets |

2,102,925,774.73
2.492,781.639.85

251,143.909.34

5.345.023.696.96

8.152.223,247.60

974,689,316.11
2.801,165,271.49

237,992,879.22

}1,451.086.509.36

~7,593,278,224.70
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Liabilities &‘Qﬂuity h‘i ﬁfi ‘ N(i)t.c Closing balance December 31, 2018
Current liabilities: = v |
Snor-rerm purrowings e Q73,002 47, 8y PSS L
Central bank loans ‘
JLaany ifonr viiha Sants

Held-for-trading financial liabilities
JFinanaial.liahilities.at fair xalue thrayeh nrafit ar lass
Derivative financial liabilities
Notes payable 16 503,903,028.80
Accounts payable 17 715,610,790.93
Advances received 18 280,023,961.50
Contract liabilities
Financial liabilities under repo

sorbing deposit and inferbank deposit ’ ) W

598,478,590.07
749,556,636.28
264,489,343.50

Deposit for agency security transaction
Denansit.for. agency, secnrity, underwriting,
Employee benefits payable
Taxes and rates payable
Other payables

Handling fee and commission

29,923,131.42
27,827,700.66
39,519,217.86

26,023,209.16
34,244,266.89
51,701,912.23

30,332,900.00 33,763,300.00

5,904,362.17

Deferred income
Deferred tax liabilities
Other non-current.liahilities.

Total non-current liabilities 1,837,248,306.78 1,425,330,464.37
Total liabilities 4,562,563,534.58 4,079,489,484.96
Equity:
Share canital 27 858,000,000.00 858,000,000.00
Non-controlling :1";;;';1‘. -6.979.379.38 -3,754,035.88
l'otal equity 3,589,659,713.02 3,513,788,739.7
T Total liabilities & equity | T[T 8.152.223247.60 | 7.593.278.224.70
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Zhejiang Kaishan' &ilprehd .

Parent company Balatice sheet as at Dgcember 31, 2019
(Expressed in Renminb! )uan) "

Current assets:

Goodwill
Long-term prepayments

Total assets 5,944, ,439. 5,715,665,929.70
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Total equity - 3,461,253,180.82 | 3,282,753,206.61

Total liabilities & equity ‘ 5,944,339,439.33 5,715,665,929.70
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Gains on changes in fair value (or less: losses)

Credit impairment loss -8,814,396.68

Assets impairment loss -43,124,594.32 -27,775,555.18

Gains on asset disposal (or less: losses) 330,375.10 230,977.72
I11. Operating profit (or less: losses) 187,158,852.86 165,109,187.47
Add: ati 2 i 175,707.83

dd: Nan-anerating

3. Changes in fair value of other equity instrument investments
4. Changes in fair value of own credit risk
5. Others
(I To he reclassified subsequenf}toyunfitanlose 25.326,46028 102,879,293.60
1. Items under equity method that may be reclassified to profit or loss
2. Changes in fair value of other debt investments
3. Profit or loss from changes in fair value of available-for-sale financial assets
4. Profit or loss from reclassification of financial assets into other comprehensive income
5. Profit or loss from reclassification of held-to-maturity investments as available-for-sale
financial assets
6. Provision for credit impairment of other debt investments
7.Cash flow hedging reserve (profit or loss on cash flow hedging)
8. Translation reserve 25,326,460.88 102,879,293.60
9. Others
Items attributable to non-controlling shareholders -4,401,031.62 -376,554.60
VII. Total comprehensive income 173,886,162.05 3,094,900.62
Items attributable to the owners of the parent company 177,848,621.30
Items attributable to non-controlling shareholders -3,962,459.25
VIII. Earnings per share (EPS):
(I) Basic EPS (yuan per share) 0.18
0.18

(I1) Diluted EPS (yuan per share) )
For business combination under common control incurred in the current period. the combined party generated net profit of 1,158,915.69 yuan before

combination, and generated net profit of 1,287,696.53 yuan in the preceding period.

Page 14 of 100




Zhzjiang Kzichz

Far=1i compersy -y il I - g1 erdad Decenber 31, 20049

Page 15 of 100



IKCLLipio Ui win i iding
Other cash receipts related to operating activitics
Subtotal of cash inflows from operating activities
Cash payments for goods purchased and services received
Net increase of loans and advances to clients
Net ingrease.af.central_bank denosit and interbank denosit
Cash payments for insurance indemnities of original insurance contracts
Net increase of loans to others
Cash payments for interest, handling charges and commission
Cash payments for policy bonus
Cash paid to and on behalf of employees
Cash payments for taxes and rates
Other cash payments related to operating activities
“Subtotal 6t cash ouftlows trom operaung acuviues
Net c¢ash flows from operating activities
I1. Cash flows from investing activities:
Cash receipts from withdrawal of investments
Cash receipts from investment income

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

Net cash receipts from the disposal of subsidiaries & other business units

Other cash receipts related to investing activities

Subtotal of cash inflows from investing activities

Cash payments for the acquisition of fixed assets, intangible assets and other
long-term assets

Cash payments for investments

Net increase of pledged borrowings

Net cash payments for the acquisition of subsidiaries & other business units
Other cash payments related to investing activities
Subtotal of eash outflows from investing activities
Net cash flows from investing activities
I1I. Cash flows from financing activities:
Cash receipts from absorbing investments
Including: Cash received by subsidiaries from non-controlling shareholders as
investments
Cash.receints from borsoywnig,
Other cash receipts related to financing activities
Subtotal of cash inflows trom Tinancing activities
Cash pavments for the repayment of borrawings
Cash payments for distribution of dividends or profits and for interest expenses
Including: Cash paid by subsidiaries to non-controlling shareholders as dividend
or profit
Other cash payments related to financing activities
Subtotal of cash outflows from financing activities
Net cash flows from financing activities
IV. Effect of foreign exchange rate changes on cash & cash equivalents
V. Net increase in cash and cash equivalents
Add: Opening balance of cash and cash equivalents
VI. Closing balance of cash and cash equivalents

w

302,478,883.24
3,285,636,920.84
2,220,665,552.37

539,267,979.89
129,454,610.05
367,222,812.69

2N25EHNNS5 000
29,025,965.84

4,926,663.16

4,926,663.16
744344 544 91

744,344,544 91
-739,417,881.75

1.731.233.018.72

1,731,233,018.72
1.136.894.009.79
195.032,059.60

1,000,000.00

9,385,825.89
1,341,311,895.28
389,921,123.44
20,225,041.29
-300,245,751.18
739,081,474.57
438,835,723.39

UL,Lt e el (L

110,352,525.74
3,296,767,048.04
2,081,058,114.39

534,737,547.65

203,948,485.99

335,590,768.58
L5 R34916.61
141,434,131.43

4,315,028.94

126,352,965.89
130,667,994.83

1,381,835,041.87

125,000,000.00
1,506,835,041.87
-1,376,167,047.04

2.393.340.918.21
127,560,570.00
2320501 4882
1,010,943,502.07
173.030.211.26

2.000,000.00

1,183,973,713.33

1,336,927,774.88
115,209,303.61
217,402,162.88
521,679,311.69
739,081,474.57
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- 1

and other fong-term assets
Cash payments for investients
Net cash.navments for the nm;!Jrirs«:vr»l.\"ﬁ\uh\'i(!s;n:ir:\‘.&«.\Ihur,

busin

ther cash pay ments related o investing activities

subtotal ot cash outtlows from investing activitics
Nevceasn TIows Trom yvestmg attnvioes
[11. Cash flows from financing activities:
Cash receipts from absorbing investments

Cash receipts trom borrowings

7.076.45

/ sl ) Q
LR

'| 'L 1Oy, I L YUY

135.000.000.00
907.356.766.12

I N0R0NAR AL

'1,404,00,U00.00

Utner casn rewdpos ntedt ‘o Tnrarng activities AR N VRN VIV
Subtotal of cash inflows from financing activities 1,169,524,000.00 1,557.568,000.00
Cash payments for the repayment of borrowings 1,030,000,000.00 874,568,000.00
Caiit:e;;:ztrr;r;tesnf:ersdlstrlbutlon of dividends or profits and for 117.482.231.97 110,158.934.84
Other cash payments related to financing activities
Subtotal of cash outflows from financing activities 1,147,482,231.97 984,726,934 .84
Net cash flows from financing activities 22,041,768.03 572,841,065.16
IV. Effect of foreign exchange rate changes on cash and cash 98.165.50 2.897.291.80
equivalents
V. Net increase in cash and cash equivalents -3U8, SIS0 'S5 SRS, S S
Add: Opening halance af cash.and cash eapivalents | 483,426,405.69 182,612,561.16
VL Closingialance of cash and cash equivalents 175,076,291.30 | 483,426,405.69
Page 17 of 100 Tk '* by \
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The English names are for identification purpose only.
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1 i Turawell .
?;‘“Tg’ Turawell Geotherma Geothermal OTP Geothermal Pte. Limited OTP Company
N ' Compan

PT SOKORIA GEOTHERMAL SGI Company PT SorikMarapi Geothermal SMGP Company
INDONESIA Power
Kaishan Compressor (USA) LLC | KCA Company —

(I1) Assessment of the ability to continue as a going concern
The Company has no events or conditions that may cast significant doubts upon the Company’s

ability to continue as a going concern within the 12 months after the balance sheet date.

" The English names are for identification purpose only.
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balance sheet date; the equity items, other than undistributed profit, are translated at the spot rate
at fhe transacfion date; the revenues and expenses n the income statement are translated mto RMB

at the spot exchange rate at the transaction date. The difference arising from foreign currency

translation is included in other comprehensive income.

(X) Financial instruments

1 Nlassifination of financizlaseetcand financial Kokilinss

Financial assets are classified into the following three categories when initially recognized: (1)

financial assets at amortized cost; (2) financial assets at fair value through other comprehensive

income; (3) financial assets at fair value through profit or loss.

Financial liabilities are classified into the following four categories when initially recognized: (1)

fnancial HAVLELRS W fain valur thrvugh, pefit jr lpsss, (), finanmial, liahilifies thid @it Wikt a

transfar of. 2. firencich st ARRS A iRty R ARRRVRIEAL UL WL thR RinRing imrRIrRment.
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approach applies; (3) financial guarantee contracts not fall within the above categories (1) and (2),
and commitments to provide a loan at a below-market interest rate, which do not fall within the

above category (1) ; (4) financial liabilities at amortized cost.

2. Recognition criteria, measurement method and derecognition condition of financial assets and
financial liabilities

(1) Recognition criteria and measurement method of financial assets and financial liabilities

When the Company becomes a party to a financial instrument, it is recognized as a financial asset
or financial liability. The financial assets and financial liabilities initially recognized by the
Company are measured at fair value; for the financial assets and liabilities at fair value through
profit or loss, the transaction expenses thereof are directly included in profit or loss; for other
categories of financial assets and financial liabilities, the transaction expenses thereof are included
into the initially recognized amount. However, at initial recognition, for accounts receivable that
do not contain a significant financing component or contracts in which the financing components
with associated period less than one year are not considered, the Company measures at their

transaction price.

(2) Subsequent measurement of financial assets

1) Financial assets measured at amortized cost

The Company measures its financial assets at the amortized costs using effective interest method.
Gains or losses on financial assets that are measured at amortized cost and are not part of hedging
relationships shall be included into profit or loss when the financial assets are derecognized,

reclassified, through the amortization process or in order to recognize impairment gains or losses.

2) Debt instrument investments at fair value through other comprehensive income

The Company measures its debt instrument investments at fair value. Interests, impairment gains
or losses, and gains and losses on foreign exchange that calculated using effective interest method
shall be included into profit or loss, while other gains or losses are included into other
comprehensive income. Accumulated gains or losses that initially recognized as other
comprehensive income should be transferred out into profit or loss when the financial assets are

derecognized.

3) Equity instrument investments at fair value through other comprehensive income

The Company measures its equity instrument investments at fair value. Dividends obtained (other
than those as part of investment cost recovery) shall be included into profit or loss, while other
gains or losses are included into other comprehensive income. Accumulated gains or losses that
initially recognized as other comprehensive income should be transferred out into retained

earnings when the financial assets are derecognized.

4) Financial assets at fair value through profit or loss

The Company measures its financial assets at fair value. Gains or losses arising from changes in
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continues recognizing the financial asset. Where the Company does not transfer or retain
substantially all of the risks and rewards related to the ownership of a financial asset, it is dealt
with according to the circumstances as follows respectively: (1) if the Company does not retain its
control over the financial asset, it derecognizes the financial asset, and any right or liability arising
from such transfer is recognized independently as an asset or a liability; (2) if the Company retains
its control over the financial asset, according to the extent of its continuing involvement in the
transferred financial asset, it recognizes the related financial asset and recognizes the relevant

liability accordingly.

If the transfer of an entire financial asset satisfies the conditions for derecognition, the difference
between the amounts of the following two items are included in profit or loss: (1) the carrying
amount of the transferred financial asset as of the date of derecognition; (2) the sum of
consideration received from the transfer of the financial asset, and the accumulative amount of the
changes of the fair value originally included in other comprehensive income proportionate to the
transferred financial asset (financial assets transferred refer to debt instrument investments at fair
value through other comprehensive income). If the transfer of financial asset partially satisfies the
conditions to derecognition, the entire carrying amount of the transferred financial asset is,
between the portion which is derecognized and the portion which is not, apportioned according to
their respective relative fair value, and the difference between the amounts of the following two
items are included into profit or loss: (1) the carrying amount of the portion which is derecognized;
(2) the sum of consideration of the portion which is derecognized, and the portion of the
accumulative amount of the changes in the fair value originally included in other comprehensive
income which is corresponding to the portion which is derecognized (financial assets transferred

refer to debt instrument investments at fair value through other comprehensive income).

4. Fair value determination method of financial assets and liabilities

The Company use valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value. The inputs to valuation techniques used to
measure fair value are arranged in the following hierarchy and used accordingly:

(1) Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities

that the Company can access at the measurement date.

(2) Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable

for the asset or liability, either directly or indirectly. Level 2 inputs include: quoted prices for
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amount equal to the lifetime expected credit losses if the credit risk on that financial instrument

has increased significantly since initial recognition; otherwise, the Company shall measure the

loss allowance for that financial instrument at an amount equal to 12-month expected credit loss.
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The Company shall estimate expected credit risk and measure expected credit losses on an
individual or a collective basis. When the Company adopts the collective basis, financial

instruments are grouped with similar credit risk features.

The Company shall remeasure expected credit loss on each balance sheet date, and increased or
reversed amounts of loss allowance arising therefrom shall be included into profit or loss as
impairment losses or gains. For a financial asset measured at amortized cost, the loss allowance
reduce the carrying amount of such financial asset presented in the balance sheet; for a debt
investment measured at fair value through other comprehensive income, the loss allowance shall
be recognized in other comprehensive income and shall not reduce the carrying amount of such

financial asset.

(2) Financial instruments with expected credit risk assessed and expected credit losses measured

on a collective basis

Items Basis for determination of Method for measuring expected
portfolio credit loss

DETICICE, UIE CUTTC uauon

Other receivables — and the forecast of future economic
Portfolio grouped with Ages conditions, the Company calculates
ages expected credit loss through

exposure at default and 12-month
or lifetime expected credit loss rate.

(3) Accounts receivable and contract assets with expected credit losses measured on a collective
basis

1) Specific portfolios and method for measuring expected credit loss

. Items Basis for determination of Method for measuring expected
' portfolio credit loss
Bank acceptance receivable Based on historical credit loss

experience, the current situation
and the forecast of future economic
Trade acceptance Type of notes conditions, the Company calculates
receivable expected credit loss through
exposure at default and lifetime
expected credit loss rate.

Accounts receivable — Ages Based on historical credit loss
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In accounting for a transfer of a financial asset that does not qualify for derecognition, the

Company does not offset the transferred asset and the associated liability.

(XI) Inventories

1. Classification of inventories

Inventories include finished goods or goods held for sale in the ordinary course of business, work
in process in the process of production, and materials or supplies etc. to be consumed in the

production process or in the rendering of services.

2. Accounting method for dispatching inventories:
Inventories dispatched from storage are accounted for with weighted average method at the end of

each month.

3. Basis for determining net realizable value

At the balance sheet date, inventories are measured at the lower of cost and net realizable value;
provisions for inventory write-down are made on the excess of its cost over the net realizable
value. The net realizable value of inventories held for sale is determined based on the amount of

the estimated selling price less the estimated selling expenses and relevant taxes and surcharges in
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investments plus the carrying amount of the consideration paid for the newly acquired equity is
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common control achieved in stages, the Company determined whether they are stand-alone
financial statements or consolidated financial statements in accounting treatment:

1) In the case of stand-alone financial statements, investment cost is initially recognized at the
carrying amount of the previously held long-term equity investments plus the carrying amount of

the consideration paid for the newly acquired equity.

2) In the case of consolidated financial statements, the Company determines whether it is a
“bundled transaction”. If it is a “bundled transaction”, stages as a whole are considered as one
transaction in accounting treatment. If it is not a “bundled transaction”, the carrying amount of the
acquirer’s previously held equity interest in the acquire is re-measured at the acquisition-date fair
value, and the difference between the fair value and the carrying amount is recognized in
investment income; when the acquirer’s previously held equity interest in the acquire involves
other comprehensive income under equity method, the related other comprehensive income is
reclassified as income for the acquisition period, excluding other comprehensive income arising
from changes in net liabilities or assets from re-measurement of defined benefit plan of the

acquiree.

(3) Long-term equity investment obtained through ways other than business combination: the
initial cost of a long-term equity investment obtained by making payment in cash is the purchase
cost which is actually paid; that obtained on the basis of issuing equity securities is the fair value
of the equity securities issued; that obtained through debt restructuring is determined according to
“CASBE 12 - Debt Restructuring”; and that obtained through non-cash assets exchange is
determined according to “CASBE 7 - Non-cash Assets Exchange”.

3. Subsequent measurement and recognition method of gain or loss
For long-term equity investment with control relationship, it is accounted for with cost method,;
for long-term equity investment with joint control or significant influence relationship, it is

accounted for with equity method.

4. Disposal of a subsidiary in stages resulting in the Company’s loss of control

(1) Stand-alone financial statements

The difference between the carrying amount of the disposed equity and the consideration obtained
thereof is recognized in profit or loss. If the disposal does not result in the Company’s loss of
significant influence or joint control, the remained equity is accounted for with equity method;

however, if the disposal results in the Company’s loss of control, joint control, or significant
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auditing of the construction in progress was not finished while reaching the designed usable

conditions, it is transferred to fixed assets using estimated value first, and then adjusted
accordingly when the actual cost is settled, but the accumulated depreciation is not to be adjusted

retrospectively.

(XV) Borrowing costs

1. Recognition principle of borrowing costs capitalization

Where the borrowing costs incurred to the Company can be directly attributable to the acquisition
and construction or production of assets eligible for capitalization, it is capitalized and included in
the costs of relevant assets; other borrowing costs are recognized as expenses on the basis of the

actual amount incurred, and are included in profit or loss.

2. Borrowing costs capitalization period

(1) The borrowing costs are not capitalized unless the following requirements are all met: 1) the
asset disbursements have already incurred; 2) the borrowing costs have already incurred; and 3)
the acquisition and construction or production activities which are necessary to prepare the asset

for its intended use or sale have already started.

(2) Suspension of capitalization: where the acquisition and construction or production of a
qualified asset is interrupted abnormally and the interruption period lasts for more than 3 months,
the capitalization of the borrowing costs is suspended; the borrowing costs incurred during such
period are recognized as expenses, and are included in profit or loss, till the acquisition and

construction or production of the asset restarts.

(3) Ceasing of capitalization: when the qualified asset under acquisition and construction or
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production is ready for the intended use or sale, the capitalization of the borrowing costs is ceased.

3. Capitalization rate and capitalized amount of borrowing costs

For borrowings exclusively for the acquisition and construction or production of assets eligible for
capitalization, the to-be-capitalized amount of interests is determined in light of the actual interest
expenses incurred (including amortization of premium or discount based on effective interest
method) of the special borrowings at the present period minus the income of interests earned on
the unused borrowings as a deposit in the bank or as a temporary investment; where a general
borrowing is used for the acquisition and construction or production of assets eligible for
capitalization, the Company calculates and determines the to-be-capitalized amount of interests on
the general borrowing by multiplying the weighted average asset disbursement of the part of the
accumulative asset disbursements minus the general borrowing by the capitalization rate of the

general borrowing used.

(XVI) Intangible assets
1. Intangible assets include land use right, patent right and non-patented technology etc. The initial

measurement of intangible asset is based on its cost.

2. For intangible assets with finite useful lives, their amortization amounts are amortized within
their useful lives systematically and reasonably, if it is unable to determine the expected

realization pattern reliably, intangible assets are amortized by the straight-line method with details

as follows:
Items Amortization period (years)
Land use right 50
Patents and proprietary technology 5-10
Commercial software 5

3. Expenditures on the research phase of an internal project are recognized as profit or loss when it
is incurred. An intangible asset arising from the development phase of an internal project is
recognized if the Company can demonstrate all of the following: (1) the technical feasibility of
completing the intangible asset so that it will be available for use or sale; (2) its intention to
complete the intangible asset and use or sell it; (3) how the intangible asset will generate probable
future economic benefits. Among other things, the Company can demonstrate the existence of a
market for the output of the intangible asset or the intangible asset itself or, if it is to be used
internally, the usefulness of the intangible asset; (4) the availability of adequate technical,
financial and other resources to complete the development and to use or sell the intangible asset;
and (5) its ability to measure reliably the expenditure attributable to the intangible asset during its

development.

(XVII) Impairment of part of long-term assets

For long-term assets such as long-term equity investments, fixed assets, construction in progress,
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it is probable that economic benefits associated with the transaction will flow to the Company; and

the costs of the transaction incurred and to be incurred can be measured reliably. Revenue from
overseas sales is recognized if, and only if, the Company has declared goods to the customs and
the goods have departed from the port to the purchaser based on contractual agreements; the

Company has obtained a bill of lading; sales revenue is determined; goods payment has been
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those two parts are blurred and thus collectively classified as government grants related to income.
For government grants related to income used for compensating the related future cost, expenses
or losses of the Company, they are recognized as deferred income and are included in profit or loss
or offset relevant cost during the period in which the relevant cost, expenses or losses are
recognized; for government grants related to income used for compensating the related cost,
expenses or losses incurred to the Company, they are directly included in profit or loss or directly

offset relevant cost.

4. Government grants related to the ordinary course of business shall be included into other

income or offset relevant cost based on business nature, while those not related to the ordinary

Page 40 of 100




course of business shall be included into non-operating revenue or expenditures.

(XXIII) Deferred tax assets/Deferred tax liabilities

1. Deferred tax assets or deferred tax liabilities are calculated and recognized based on the
difference between the carrying amount and tax base of assets and liabilities (and the difference of
the carrying amount and tax base of items not recognized as assets and liabilities but with their tax
base being able to be determined according to tax laws) and in accordance with the tax rate
applicable to the period during which the assets are expected to be recovered or the liabilities are

expected to be settled.

2. A deferred tax asset is recognized to the extent of the amount of the taxable income, which it is
most likely to obtain and which can be deducted from the deductible temporary difference. At the
balance sheet date, if there is any exact evidence that it is probable that future taxable profits will
be available against which deductible temporary differences can be utilized, the deferred tax assets

unrecognized in prior periods are recognized.

3. At the balance sheet date, the carrying amount of deferred tax assets is reviewed. The carrying
amount of a deferred tax asset is reduced to the extent that it is no longer probable that sufficient
taxable profits will be available to allow the benefit of the deferred tax asset to be utilized. Such
reduction is subsequently reversed to the extent that it becomes probable that sufficient taxable

income will be available.

4. The income tax and deferred tax for the period are treated as income tax expenses or income
through profit or loss, excluding those arising from the following circumstances: (a) business

combination; and (b) the transactions or items directly recognized in equity.

(XXIV) Operating leases
When the Company is the lessee, lease payments are recognized as cost or profit or loss with
straight-line method over the lease term. Initial expenses are recognized directly into profit or loss.

Contingent rents are charged as profit or loss in the periods in which they are incurred.

When the Company is the lessor, lease income is recognized as profit or loss with straight-line
method over the lease term. Initial expenses, other than those with material amount and eligible
for capitalization which are recognized as profit or loss by installments, are recognized directly as
profit or loss. Contingent rents are charged into profit or loss in the periods in which they are

incurred.

(XXV) Segment reporting

Reportable segments are identified based on operating segments which are determined based on
the structure of the Company’s internal organization, management requirements and internal
reporting system. An operating segment is a component of the Company that:

1. engages in business activities from which it may earn revenues and incur expenses;
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2. whose financial performance are regularly reviewed by Management to make decisions about

resource to be allocated to the segment and assess its performance; and

3. for which financial information regarding financial position, financial performance and cash

flows is available.

(XXVI) Significant changes in accounting policies

1. The Company prepared the financial statements for the year ended December 31, 2019 in
accordance with “Notice of the Ministry of Finance on Revising and Issuing Financial Statement
Templates for General Enterprises” (numbered Cai Kuai [2019] 6), “Notice on Revising and
Issuing the Format of Consolidated Financial Statements (2019 Edition)” (numbered Cai Kuai
[2019] 16) and CASBEs, and changes in accounting policies are applicable to retrospective
application method. Items of financial statement for the year ended December 31, 2018

significantly affected and their amounts are as follows:

Original financial statement items and amounts | Revised financial statement items and amounts
. Notes receivable 435,054,077.29
Notes receivable and 996,316,458.79
accounts receivable Accounts receivable 561,262,381.50
Notes payable 598,478,590.07
Notes payable and 1,348,035,226.35 pay
accounts payable Accounts payable 749,556,636.28

2. The Company has adopted “CASBE 22 — Financial Instruments: Recognition and
Measurement”, “CASBE 23 — Transfer of Financial Assets”, “CASBE 24 - Hedging” and
“CASBE 37 - Presentation of Financial Instruments” (collectively, the “revised financial
instrument standard”) revised by Ministry of Finance of PRC since January 1, 2019. Pursuant to
regulations on convergence between old and new standards, no adjustment shall be made on
comparable information, and the difference arising from adoption on the adopting date shall be
retrospectively adjusted into retained earnings or other comprehensive income at the beginning of

the reporting period.

The revised financial instrument standard changes classification and measurement method of
financial assets, and determines three major categories of measurement: amortized cost; fair value
through other comprehensive income; fair value through profit or loss. The Company makes the
above classification based on its own business model and the contractual cash flow characteristics
of the financial assets. The Company measures equity investments at fair value through profit or
loss, but may make an irrevocable election at initial recognition to measure them at fair value
through other comprehensive income (gains or losses on disposal can’t be reversed into profit or

loss, but dividend income can be included into profit or loss).

The revised financial instrument standard requires for an “expected credit loss model” instead of
“incurred loss model”, which is applicable to financial assets at amortized cost, financial assets,

lease receivable at fair value through other comprehensive income.
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receivables S amfOTrZCd COST
balances
Notes Loans and 435,054,077.29 Financial assets at 435,054,077.29
receivable receivables amortized cost
Accounts Loans and 561,262,381.50 | Financial assets at 561,262,381.50
receivable receivables amortized cost
Other Loans and 25,522,928.98 | Financial assets at 25,522.928.98
receivables receivables amortized cost
Short-term Other financial 901,704,998.21 Financial assets at 902,765,987.93
borrowings liabilities amortized cost
Notes Other financial 598,478,590.07 Financial assets at 598,478,590.07
payable liabilities amortized cost
Accounts Other financial 749 556.636.28 | Financial assets at 749.556.636.28
payable liabilities T amortized cost T
Other Other financial 51,701,912.23 | Financial assets at 48,936,742.11
payables liabilities amortized cost
Non-current
liabilities Other financial 27,960,064.25 | Financial assets at 27,987,213.86
due within liabilities amortized cost
one year
Long-term Other financial 1,357,833,199.65 | Financial assets at | | 359 510,230.44
borrowings liabilities amortized cost

(3) On January 1, 2019, the reconciliation statement on the carrying amount of the financial assets

and financial liabilities under revised financial instrument standard is as follows:

Items

Carrying amount
under original

2018)

standard (Dec. 31,

Reclassification

Remeasurement

Carrying amount
under revised
standard (Jan. 1,
2019)

A. Financial instruments

Y iyl Ve

T

j
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1V. Taxes

(D) Main taxes and tax rates

accounting policies are applicable to prospective application method.

Taxes

Tax bases

Tax rates

Value-added tax (VAT)

The taxable revenue from sales of goods or
rendering of services

16%, 13% [Note]

Housing property tax

For housing property levied on the basis of
price, housing property tax is levied at the
rate of 1.2% of the balance after deducting
30% of the cost; for housing property levied

1.2%, 12%
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emarks: “Opening balance”™ in this report reters to balances as at January

adjustments of balances as at December 31, 2018 under the revised financial instrument standard.
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Closing balance

ltems Book balance Provision for bad | Provision proportion
debts (%)
Bank acceptance 379,762,335.43
portfolio
Trade acceptance 1,665,000.00
portfolio
Subtotal 381,427,335.43

(2) Endorsed or discounted but undue notes at the balance sheet date

Items

Closing balance derecognized

Closing balance not yet
derecognized

Bank acceptance

158,775,868.39

Subtotal

158,775,868.39

Due to the fact that the acceptor of bank acceptance is commercial bank, which is of high credit

level, there is very little possibility of failure in recoverability when it is due. Based on this fact,

the Company derecognized the endorsed or discounted bank acceptance. However, if any bank

acceptance is not recoverable when it is due, the Company still holds joint liability on such

acceptance, according to the China Commercial Instrument Law.

3. Accounts receivable

(1) Details

1) Details on categories

Closing balance

. Book balance Provision for bad debts
Categories .
% to Provision Carrying
Amount ° Amount proportion amount
total o
(%)
Receivables with
provision made on 57,919,520.07 | 8.03 57,919,520.07 | 100.00
an individual basis
Receivables with
provision made on 663,513,335.74 | 91.97 89,397,907.75 | 13.47 574,115,427.99
a collective basis
Total 721,432,855.81 | 100.00 | 147,317,427.82 | 20.42 574,115,427.99
(Continued)
Opening balance
) Book balance Provision for bad debts
Categortes
Provision | Carrying amount
Amount Z())t;? Amount proportion s
(%)
Receivables with
provision made on | 33,011,974.81 7.85 55,011,974.81 100.00
an individual basis
Receivables with | 645 698 823.54 | 92.15 | 84,436,442.04 | 13.08 |561,262,381.50
provision made on
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Proportion to the total
Debtors Book balance balance of advances
paid (%)
DMG/MORI SEIKI AUSTRIA GMBH 3,754,106.34 5.51
TC 85 T W e i A i R BR A 7] (VYuxi 2,344,366.73 3.44
Yadi Fluid Control Technology Co., Ltd. )
TN BE T T B R A 5] (Suzhou 2,036,379.33 299
Neway Valve Co., Ltd.")
Subtotal 23,519,563.23 34.51
5. Other receivables
(1) Details
1) Details on categories
Closing balance
) Book balance Provision for bad debts
Categories .
% to Provision Carrying
Amount 0 Amount proportion amount
total
(%)
Receivables with
provision made on a 30,437,158.66 | 100.00 | 2,876,059.03 9.45 27,561,099.63
collective basis
Total 30,437,158.66 | 100.00 | 2,876,059.03 9.45 27,561,099.63
(Continued)
Opening balance
) Book balance Provision for bad debts
Categories .
0 1 Provision Carrying
Amount olo Amount proportion amount
total N
(%)
Receivables with
provision made on 27,453,602.30 | 100.00 1,930,673.32 7.56 | 25,522,928.98
a collective basis
Total 27,453,602.30 | 100.00 1,930,673.32 7.56 | 25,522,928.98

2) Accounts receivable with provision made on a collective basis using portfolio grouped with ages

Closing balance

Ages Book balance Provision for bad | Provision proportion
debts (%)

Portfolio grouped with 30,437,158.66 2,876,059.03 9.45
?r%:lsuding: Within 1 year 19,081,931.26 954,096.51 5.00
1-2 years 8,191,169.43 819,116.94 10.00
2-3 years 1,662,407.21 249,361.08 15.00
3-4 years 1,288,920.12 644,460.06 50.00
4-5 years 12,354.00 8,647.80 70.00

* The English names are for identification purpose only.
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Opening balance
in the current
period
--Transferred to
phase II
--Transferred to
phase 111
--Reversed to
phase 11
--Reversed to
phase |
Provision made
in the current
period
Provision
recovered in
current period
Provision
reversed in
current period
Provision
written-off in
current period
Other changes

-40,955.85 40,955.85

-12,468.05 12,468.05

-34,167.87 270,581.86 708,971.72 945,385.71

Closing balance 954,096.51 819,116.94 1,102,845.58 2,876,059.03

(3) Other receivables categorized by nature

Nature of receivables

Closing balance

Opening balance

Security deposit 8,051,491.00 2,337,170.69
Export tax refund 7,240,108.18 4,244,131.54
Temporary advance payment receivable 15,145,559.48 20,872,300.07

Total

30,437,158.66

27,453,602.30
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construction in progress

3) Translation reserve 878,484.13 -72,587.80 15,527,241.09 254,495.65 16,587,633.07
Decrease 6,625,969.49 1,187,852.83 20,444,532.34 4,002,089.35 16,711.11 32,277,155.12
1) Disposal/scrap 6,625,969.49 1,187,852.83 20,444,532.34 4,002,089.35 16,711.11 32,277,155.12
2) Translation reserve

Closing balance 645,264,341.54 171,848,473.60 2,375,421,745.89 36,955,689.32 8,166,516.63 3,237,656,766.98
Accumulated

depreciation

Opening balance 223,645,357.89 123,829,919.74 655,677,905.28 17,775,873.14 4,650,255.59 1,025,579,311.64
Increase 31,588,500.37 8,425,112.24 86,767,233.71 6,790,252.83 425,983.72 133,997,082.87
1) Accrual 32,239,826.14 8,579,484.77 86,685,687.18 6,722,852.40 425.983.72 134,653,834.21
2) Translation reserve -651,325.77 -154,372.53 81,546.53 67,400.43 -656,751.34
Decrease 2,303,644.76 962,395.59 18,753,244.01 2,810,242.35 15,875.55 24,845,402.26
1) Disposal/scrap 2,303,644.76 962,395.59 18,753,244.01 2,810,242.35 15,875.55 24,845,402.26
2) Translation reserve

Closing balance 252,930,213.50 131,292,636.39 723,691,894.98 21,755,883.62 5,060,363.76 1,134,730,992.25

Provision for
impairment

Opening balance

Increase

Decrease
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Items Buildings and General Special ‘transport other Total
structures equipment equipment facilities equipment
Closing balance
Carrying amount
Closing balance 392,334,128.04 40,555,837.21 1,651,729,850.91 15,199,805.70 3,106,152.87 2,102,925,774.73
Opening balance 375,264,052.82 29,099,452.06 549,281,289.15 17,817,067.08 3,227,455.00 974,689,316.11

(2) Fixed assets with certificate of titles being unsettled

Reasons for
unsettlement
Not yet processed

Items Carrying amount

Buildings and structures 51.31 million yuan

Subtotal 51.31 million yuan

10. Construction in progress

(1) Details
Items Closing balance Opening balance
Construction in progress 2,452,598,842.54 2,772,078,328.20
Construction materials 40,182,797.31 29,086,943.29
Total 2,492,781,639.85 2,301,165,271.49

(2) Construction in progress

1) Details
Closing balance Opening balance
Projects Provision . Provision
Book balance for Carrying amount Book balance for Carrying amount
impairment impairment|

Geothermal project of
SMGP Company in
Indonesia

Geothermal project of SGI
Company in Indonesia
Geothermal project phase 1
of OME Company in USA

1,713,776,265.74 1,713,776,265.74 | 2,339,855,708.73 2,339,855,708.73

584,194,246.02 584,194,246.02 324,697,650.62 324,697,650.62

69,694,408.22 69,694,408.22 57,615,092.33 57,615,092.33

Project of KCA Company
in USA

51,321,391.83

51,321,391.83

23,127,360.24

23,127,360.24

Other piecemeal projects 33,612,530.73

33,612,530.73

26,782,516.28

26,782,516.28

Total 2,452,598,842.54

2,452,598,842.54

2,772,078,328.20

2,772,078,328.20

2)Changes in significant projects

r
1 lallDTe (V)

Projects Budgets vpening Increase Liaustauon Other decrease USTLE
balance reserve fixed assets balance
" Geothermal
project of SMGP | USD 850.55)  3339855,708.73 |  537,158,485.67 | 36,360,781.50 | 1,118,734,21022 | 80.864499.94 | 1713,776,265.74
Company in million
Indonesia
Geothermal
project of SGI USDl 32469765062 | 25198441328 | 7,512,182.12 584,194,246.02
Company in 134.44 million
Indonesia
Geothermal
project phase I of USD 57,615,092.33 16,776,403.74 | 1,102,125.89 5,799,213.74 69,694,408.22
OME Company 73 million
in USA
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11. Intangible assets

(1) Details
; Patent right and Commercial
Items Land use right proprietary Kt Total
technology
Cost
Speming S |' D2A4S 4964 | EGHLI00.00 | 76,209,983.25 | 296,698,522.89
Increase 18,989m,996«.l 1 617,538.34 19,607,534.45
1) Acquisition 17,266,285.35 655,555.82 17,921,841.17
3801748 | 1,685,693.28

2) Translation reserve

1,723,710.76

> ’

5,156,778.52

Increase

3,116,345.58

2,040,432.94
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Patent right and

Items Land useright | proprietary Commercial Total
software
technology

1) Accrual 3,116,345.58 2,259,990.05 5,376,335.63
2) Translation reserve -219,557.11 -219,557.11
Decrease 504,872.69 504,872.69
1) Disposal 504,872.69 504,872.69
2) Translation reserve

Closing balance 33,224,605.98 8,042,100.00 | 22,090,843.52 63,357,549.50

Provision for impairment

Opening balance

Increase

Decrease

Closing balance

Carrying amount

Closing balance 246,918,180.33 4,225,729.01 | 251,143,909.34
Opening balance 232,338,179.24 5,654,699.98 | 237,992,879.22
11. Goodwill
(1) Cost
] Due to business )
Investees or events Opening balance | combination in |  Decrease | Closing balance
resulting in goodwill .
current period
Australian SPstar 25,917,059.14 25,917,059.14
Company
Guangdong Ganey 12,129,784.35 12,129,784.35
Company
LMF Company 202,114,854.78 202,114,854.78
KS ORKA Company 14,998,864.17 14,998,864.17
SGI Company 916,788.36 916,788.36
Total 256,077,350.80 256,077,350.80
(2) Provision for impairment of goodwill
Investees or events Opening balance|  Increase Decrease | Closing balance

resulting in goodwill

LMF Company

15,930,956.91

17,966,734.14

33,897,691.05

Total

15,930,956.91

17,966,734.14

33,897,691.05

(3) Impairment test process of goodwill

The recoverable amount of goodwill is computed based on the present value of estimated future

cash flows, which is based on the estimated 5-year cash flow approved by the Company. The

discount rate used in estimating the annual cash flow is 10.98%, and the cash flow subsequent to

the estimated period is inferred by a growth rate of 0%, which is in line with the overall long-term
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Maturity years Closing balance Opening balance Remarks
Year 2020 997,224.61 1,631,983.97
Year 2021 4,817,083.54 4,817,083.54
Year 2022 8,618,191.11 12,519,623.39
Year 2023 4,676,017.30 5,531,174.36
Year 2024 25,538,642.19
Subtotal 44,647,158.75 24,585,600.47

14. Other non-current assets

Items Closing balance Opening balance
Prepayment for engineering and 89,781,960.63 36,520,490.64
equipment
Permission for exploration and 6,976,200.00
development of geothermal energy

Total 96,758,160.63 36,520,490.64

15. Short-term borrowings

Items Closing balance | Opening balance [note]
Guaranteed borrowings 250,209,343.75 330,334,285.41
Credit borrowings 493,207,785.52 490,726,704.31
Notes and L/C borrowings 230,506,518.72 81,704,998.21

Total 973,923,647.99 902,765,987.93

Note: Please refer to section III (XXVI) 2 of the notes to the financial statements for difference

between opening balance and balance as at December 31, 2018.

16. Notes payable

Items Closing balance Opening balance
Bank acceptance 503,903,028.80 598,478,590.07
Total 503,903,028.80 598,478,590.07

17. Accounts payable

1) Details
Items Closing balance Opening balance
Goods payment 480,110,701.41 550,676,960.24
Payment for engineering and equipment 235,500,089.52 198,879,676.04
Total 715,610,790.93 749,556,636.28

2) No material balance with age over one year.
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Employee welfare fund

10,633,249.19

10,633,249.19

Social insurance

, 562,621.13 | 15384,617.34 |  15,446,084.07 501,154.40
premium
Including: Medicare 551,455.72 | 13,105254.35 |  13,166,076.26 490,633.81
premium
Occupational 5,608.10 1,193,556.83 1,193,713.15 5,451.78
injuries premium
Maternity 5,557.31 1,085,806.16 1,086,294.66 5,068.81
premium
Housing provident 3,821,714.72 3,821,714.72
funds
Trade union fund 11,110.68 2,822,532.44 2,756,089.99 77,553.13
Employee education 172,505.36 172,505.36
fund
Subtotal 18,830,843.87 | 516,231,559.04 | 512,486,202.02 | 22,576,200.89
(3) Details of defined contribution plan
Items Opening balance Increase Decrease Closing balance
Basic endowment 7,188,912.97 | 25,079,525.17 | 24,924,715.70 | 7,343,722.44
msurance prémium
Unemployment 3,452.32 860,285.04 860,529.27 3,208.09
Insurance prémium
Subtotal 7,192,365.29 | 25,939,810.21 | 25,785,244.97 | 7,346,930.53
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20. Taxes and rates payable

Items Closing balance Opening balance
VAT 8,181,351.72 8,132,892.13
Enterprise income tax 14,767,047.72 23,932,126.03
Individual income tax withheld for tax 1,200,164.87 767.461.06
authorities
Urban maintenance and construction tax 287,710.68 639,296.86
Housing property tax 1,762,468.21
Land use tax 1,049,504.80
Education surcharge 289,951.62 466,932.48
Local education surcharge 193,301.08 227,601.23
Stamp duty 96,199.96 77,957.10

Total 27,827,700.66 34,244.266.89

21. Other payables
(1) Details

Items Closing balance | Opening balance [Note]
Dividend payable 693,312.52 693,312.52
Other payables 38,825,905.34 48,243,429.59

Total 39,519,217.86 48,936,742.11

Note: Please refer to section 1II (XXVI) 2 of the notes to the financial statements for difference

between opening balance and balance as at December 31, 201 8.

(2) Dividend payable
Items Closing balance Opening balance
Dividend payable to non-controlling 693,312.52 693,312.52
shareholder of subsidiaries
Total 693,312.52 693,312.52
(3) Other payables
1) Details
Items Closing balance Opening balance

Temporary receipts payable

14,940,614.85

22,019,084.41

Security deposit 11,393,237.48 10,851,401.35
Others 12,492,053.01 15,372,943.83
Subtotal 38,825,905.34 48,243.429.59

2) No material balance with age over one year.
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Items

Opening balance

Increase

Decrease

Closing balance

Reasons for balance

Government grants

25,798,300.00

3,430,400.00

22,367,500.00

Related to assets

Government grants

7,965,000.00

7,965,000.00

Related to income

Total

33,763,300.00 3,430,400.00 30,332,900.00

(2) Details of government grants

Included in
profit or loss
or offsetting

relevant costs

[Note 1]

Related to
assets/income

Closing
balance

Opening
balance

Items Increase

Project with annual
production of 50 KSG
series large-scale
processing gas screw
compressors [Note 2]
Project with annual
production of 2000
sets of high-efficiency
and energy-saving
screw vacuum pumps
and 5000
high-efficiency and
energy-saving screw
blowers [Note 3]
Project with annual
production of
500000KW/1000 sets
of screw expander
generator unit
[Note 4]
The breakthrough
project of the world’s
first 4.3MW, 5.4AMW
and 6.SMW
geothermal steam
screw generator unit
[Note 5]

Subtotal

Related to
assets

3,100,000.00 620,000.00 | 2,480,000.00

Related to
assets

7,098,300.00 860,400.00 | 6,237,900.00

Related to
assets

15,600,000.00 1,950,000.00 | 13,650,000.00

Related to

7,965,000.00 !
income

7,965,000.00

33,763,300.00 3,430,400.00 | 30,332,900.00

Note 1: Please refer to section V (IV) 3 of the notes to the financial statements for details on grants

included in profit or loss or offsetting relevant costs.

Note 2: Pursuant to “Circular on the Appropriation of the Second Batch of Central Infrastructure
Investment Budget of 2013 for Industry Promotion and Technology Transformation” numbered Zhe
Cai Jian [2013] 331 by Zhejiang Provincial Department of Finance, the Company received grant
for project of 5 million yuan from Quzhou Municipal Finance Bureau in 2013 and received 1.20
million yuan from Quzhou Municipal Finance Bureau in 2015. The grant is amortized along with

the assets related to the grant.

Note 3: Pursuant to “Approval of the Second Batch of Strategic Project Fund for Emerging
Industry” numbered Hu Lin Di Guan Wei Ji [2014] 133 by Shanghai Municipal Lingang District

Development Administration Committee, the Company received grant for project totaling 9.56
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million yuan from Shanghai Municipal Lingang District Development Administration Committee
in 2014 and 2016, of which, 956,000 yuan was related to income and 8,604,000 yuan was related

to assets. The grant is amortized along with the assets related to the grant.

Note 4: Pursuant to “Circular on Central Budget Investment Plan of Strategic Project Fund for
Emerging Industry (Energy-saving) of 2015” numbered Zhe Fa Gai Tou Zi [2015] 397 by
Zhejiang Provincial Development and Reform Commission, the Company received grant for
project of 19.50 million yuan from Zhejiang Provincial Department of Finance respectively in

2015 and 2017. The grant is amortized along with the assets related to the grant.

Note 5: Pursuant to “Circular on Fund Plan of 2018 for Industrial Transformation and Upgrading
of Special Projects in Lingang District, Shanghai” numbered Hu Lin Di Guan Wei Ji [2018] 104
by Shanghai Municipal Lingang District Development Administration Committee, the Company
received grant for project of 7.965 million yuan from Shanghai Municipal Lingang District

Development Administration Committee in 2018.

27. Share capital

Movements
Items Opening balance Issue of | Bonus traI};{sc}ierrrZZ | Others Subotal Closing balance
new shares| shares
shares
Total shares 858,000,000 858,000,000
28. Capital reserve
(1) Details
Items Opening balance Increase Decrease Closing balance
Share premium 1,503,431,159.38 12,952,304.52 | 1,490,478,854.86
Total 1,503,431,159.38 12,952,304.52 | 1,490,478,854.86

(2) Remarks on change of capital reserve
1) In the current period, the Company acquired Kaitec Company under common control and

correspondingly decreased capital reserve of 2,980,000.00 yuan.

2) In the current period, the Company acquired 39.20% non-controlling interest of the subsidiary
Turawell Geothermal Company with consideration of EUR 0.8 million (equivalent to
6,405,825.89 yuan), the capital reserve is decreased by 9,972,304.52 yuan based on the difference
between the consideration paid and net assets shares increased due to the holding proportion

increase.
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approved by the 14™ meeting of the fourth session of the Board of Directors dated April 28, 2020.

31. Undistributed profit

(1) Details
Items Current peripd Preceding peri‘od
cumulative comparative
Balance before adjustment at the end of 892,369,673.21 878,468,707.70
_preceding period
Add: Increase due to adjustment (or less: 625.961.54 -1,394,849.62
decrease)
Opening balance after adjustment 892,995,634.75 877,073,858.08
Add: Net profit attributable to owners of the 152,522,160.42 122,781,939.98
parent company
. Less: Appropriation of statutory surplus reserve 26,147,977.29 21,060,163.31
] Dividend payable on ordinary shares 85,800,000.00 85,800,000.00
Closing balance 933,569,817.88 892,995,634.75

(2) Adjustment on opening balance of undistributed profit is due to retrospective adjustments on

business combination under common control.

(IT) Notes to items of the consolidated income statement

1. Operating revenue/Operating cost
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“Freight and miscellaneous expenses

33,652,U00.

4, %
7,207,0% .30

Maintenance service fees 12,076,012.82 7,657,142.13
Others 19,623,458.05 18,495,103.92
Total 139,318,064.84 129,602,944.67
4. Administrative expenses

Items Current period Preceding period
cumulative comparative

Employee benefits 155,096,963.70 143,067,394.65
Amortization and depreciation of assets 22.048,604.32 17,084,828.77

Office expenses

15,513,811.35

16,959,705.36

Business travelling expenses 16,515,914.80 15,926,989.19
Consultation fee 18,229,742.66 23,966,268.26
Others 40,821,216.39 38,406,934.25
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related to assets [Note]
Government grants 15,861,481.87 7,614,157.04 15,861,481.87

related to income [Note]

Total 19,291,881.87

11,044,557.04

19,291,881.87

Note: Please refer to section V (IV) 3 of the notes to the financial statements for details on grants

included into other income.

8. Investment income

Items Current period Preceding period
cumulative comparative

Investment income from long-term equity 7,291,424.72 7,671,575.80

investments under equity method

Investment income from financial 1,352,965.89

products
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14. Income tax expenses

(1) Details
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Income tax expenses

33,276,917.03

39,113,968.39

15. Other comprehensive income, net of income tax

Please refer to section V (I) 29 of the notes to the financial statements for details.

(IIT) Notes to items of the consolidated cash flow statement

1. Other cash receipts related to operating activities

Ttems Current period Preceding period
cumulative comparative
Recovery of operating security deposits 271,554,114.36 77,947,672.44

Government grants

15,861,481.87

14,912,093.17

Operating interest income 14,858,019.04 15,843,102.91
Others 205,267.97 1,649,657.22
Total

302,478,883.24

110,352,525.74

2. Other cash payments related to operating activities

Items Current period Preceding period
cumulative comparative
Payment of operating security deposits 168,207,916.99 129,646,147.68
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Depreciation of fixed assets, oil and gas as 117.420.780.63
productive biological assets

Amortization of intangible assets 5,376,335.63 5,117,794.55
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Supplement information Current period Preceding period
cumulative comparative
Amortization of long-term prepayments
Loss on disposal of fixed assets, intangible -330,375.10 -230,977.72
assets and other long-term assets (Less: gains)
Fixed assets retirement loss (Less: gains) 650,496.00 4,537,699.19

Losses on changes in fair value (Less: gains)

Financial expenses (Less: gains)

51,350,827.10

23,805,276.58

Investments losses (Less: gains)

-7,291,424.72

-9,024,541.69

Decrease of deferred tax assets (Less: increase)

-11,370,969.93

-28,040,899.60

Increase of deferred tax liabilities (Less:
decrease)

5,904,362.17

Decrease in inventories (Less: increase)

-281,259,340.98

-161,288,204.76

Decrease in operating receivables (Less:
Increase)

122,866,754.16

-18,204,643.32

Increase of operating payables (Less: decrease)

-196,424,256.49

58,972,130.77

Others

Net cash flow from operating activities

29,025,965.84

141,432,131.43

(2) Significant investing and financing activities not
related to cash receipts and payments:

Conversion of debt into share capital

Convertible bonds due within one year

Fixed assets rented in under finance leases

(3) Net changes in cash and cash equivalents:

Cash at the end of the period

438,835,723.39

739,081,474.57

Less: Cash at the beginning of the period

739,081,474.57

521,679,311.69

Add: Cash equivalents at the end of the period

Less: Cash equivalents at the beginning of the
period

-300,245,751.18

217,402,162.88

Net increase of cash and cash equivalents

(2) Cash and cash equivalents

Items Closing balance Opening balance
1) Cash 438,835,723.39 739,081,474.57
Including: Cash on hand 548,504.34 196,462.95

Cash in bank on demand for payment 438,287,219.05 738,883,626.59

Other cash and bank balances on demand
for payment

1,385.03

Central bank deposit on demand for
payment

Deposit in other banks

Loans to other banks

2) Cash equivalents
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INR 333 441,96

Accounts receivable 362,450,317.20
Including: USD 30,697,648.64 6.9762 214,152,936.44
TWD 17,725,226.00 0.2323 4,117,570.00
AUD 1,389,625.68 4.8843 6,787,348.71
EUR 17,579,484.62 7.8155 137,392,462.05
Short-term borrowings 140,786,614.69
Including: USD 20,180,988.89 6.9762 140,786,614.69
Accounts payable 390,307,015.14
Including: USD 44,927.875.30 6.9762 313,425,843.66
TWD 15,236,963.99 0.2323 3,539,546.73
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- ] Investment, |
OME Company 100.00 USA June 2016 USD develo_pment and Establishment
operation of recyclable
energ
Business
LMF Company 95.50 Austria July 2016 EUR Production and sale of [combination not
compressor products | under common
control
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generator unit [2015] 397
Subtotal 25,798,300.00 3,430,400.00 | 22,367,900.00

2) Government grants related to income and used to compensate future relevant costs, expenses or

losses
. Opening Amounts Closing Amounts
Items balance of Increase carried balance of carried forward Remarks
Qeferred forward Qeferred presented under
income income
. The breakthrough
project of the world’s Pursuant to the
first 4.3MW, 54MW document
and 6.5MW 7,965,000.00 7,965,000.00 numbered Hu
geothermal steam Lin Di Guan Wei
screw generator unit Ji[2018] 104
[Note 4]
Subtotal 7,965,000.00 7,965,000.00

3) Government grants related to income and used to compensate incurred relevant costs, expenses

or losses

Items Amounts Presented under Remarks
Refund of social insurance 7,233,252.38 Other income
expenses
Subsidies for stabilizing 2,750,496.81 Other income
employment
Special subsidies for Pursuant to the
transformation and 1,230,700.00 Other income document numbered
upgradation of foreign trade Qu Shang Wu (2019)
and economies 82
Others 4,647,032.68 Other income

Subtotal 15,861,481.87

(2) In the current period, government grants included into profit or loss totaled 19,291,881.87
yuan.

VI. Changes in the consolidation scope
(I) Business combination under common control

1. Business combination under common control in current period

Determine basis for
Acquirees Proportion of business Acquisition date  [Determine basis for
equity acquired (%) combination under acquisition date
common control
) Under common s

Kaitec Company 100.00% control of October 31, 2019 Acquisition of
Kaishan Group control

(Continued)
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Fixed assets 43,418.15 83,859.46
Deferred tax assets 637,017.21 450,695.43
Liabilities
Accounts payable 45,022,979.53 41,692,122.21
Advances received 12,802,025.34 4,553,700.63
Taxes and rates payable 642,454.31 273,713.81
Other payables 351,306.89 351,514.39

(II) Changes in consolidation scope due to other reasons

o Equity Eaui I . o Capital
Entities acquisition quity gzgeulsltlon Capital contribution|  ¢ontribution
method proportion (%)
Kaishan India Establishment |  August 2019 USD 1 million 100.00
Company
I LB A IR 2 5] Establishment | November 2019 | USD 1 million 100.00
(Kaishan Machinery
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(Zhejiang Kaishan
Geothermal Power

Plant Operation and
Maintenance Service

Co., Ltd.)

Establishment

November 2019

20 million yuan

100.00

VII. Interest in other entities

(D) Interest in significant subsidiaries

1. Information of significant subsidiaries

. . Holding proportion (%)
Subsidiaries Main operating ~ Place of Business nature prop _ Acquisition method
place registration Direct Indirect
Kaishan Kevin Screw Quzhou Quzhou Manufacturing 100.00 Business combination
Company under common control
Kaishan Foundry Company Quzhou Quzhou Manufacturing 100.00 Business combination
under common control
Kaishan Pressure Vessel Quzhou Quzhou Manufacturing 100.00 Business combination
Company under common control
Power Tech Screw Company Shanghai Shanghai Manufacturing 100.00 Business combination
under common control
Guangdong Ganey Company Guangdong Guangdong Manufacturing 98.25 Business combination not
Province Province under common control
Kaishan Refrigeration Shanghai Shanghai Manufacturing 100.00 Establishment
Company
Shanghai Energy Company Shanghai Shanghai Manufacturing 100.00 Establishment
Zhejiang Energy Company Quzhou Quzhou Manufacturing 100.00 Establishment
Chonggqing Compressor Chongqging | Chongqing | Manufacturing | 100.00 Establishment
Company
Kaishan Hong Kong Hong Kong | Hong Kong Trade 100.00 Establishment
Company
KS ORKA Company Singapore Singapore Manufacturing 90.00 Establishment
Kaishan Recycling Singapore Singapore Manufacturing 100.00 Establishment
Company
LMF Company Austria Austria Manufacturing 9550 |Business combination not
under common control
OME Company USA USA Manufacturing 100.00 Establishment
KCA Company USA USA Manufacturing 100.00 Establishment
2. Significant not wholly-owned subsidiaries
Holding Profit or loss ..
Subsidiaries proportion of attributable to Dividend dec';;?ed Closing balance of
non-controlling { non-controlling to non-controlling non-controlling interest
. . interest
interest interest
Guangdong Ganey 1.75 70,862.42 2,039,834.89
Company
KS ORKA Company 10.00 -432.281.11 -2,874,259.42
LMF Company 4.50 -253,918.65 -12,389,152.80

" The English names are for identification purpose only.
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LMF Company 338,080,709.72

56,339,724 .81 394,420,434.53

638,871,708.96

30,863,232.01

669,734,940.97

1 TUTurrentassets | Non-current assets Total assets current Tiaoiifed INOn-CurTent H4on1Lcy L) 1LA0T
Guangdong 90,260,739.12 50,273,468.22 140,534,207.34 |  56,447,406.46 56,447,406.46
Ganey Company
Iés ORKA 181,193,427.12 | 3,272,807,000.02 | 3,454,000,427.14 {2,056,453,793.23 | 1,354,888,867.57 | 3,411,342,660.80
ompany
LMF Company | 289,208,222.18 64,113,574.25 353,321,796.43 | 608,355,844.67 39,579,100.11

637,934,944.78 -

(2) Profit or loss and cash flows

Current period cumulative

Subsidiaries . Total
Operating Net profit comprehensive Cash.ﬂows from
revenue . operating activities
income
Guangdong Ganey 121,799,182.74 4,828,073.30 4,828,073.30 2,849,951.61
Company
KS ORKA Company | 54,336,463.61 -4,322,811.14 -4,322.811.14 303,618,953.32
LMF Company 468,246,751.15 -5,642,636.66 | -5,642,636.66 -61,592,562.06
(Continued)
Preceding period comparative
Subsidiaries . Total
Operating Net profit comprehensive Cash flows from
revenue ; operating activities
income
Guangdong Ganey 153,761,932.63 7,639,567.90 7,639,567.90 -21,682,591.47
Company
KS ORKA Company 2,101,979.24 | -17,296,946.02 | -17,296,946.02 | -116,299,988.44
LMF Company 334,302,438.73 | -35,124,834.13 | -35,124,834.13 -49,896,041.43

(II) Transactions resulting in changes in subsidiaries’ equity but without losing control

1. Changes in subsidiaries’ equity

Subsidiaries Date of change Holding proportion | Holding proportion
before change after change
Turawell Company June 25, 2019 51.00% [Note] 90.20%

Note: The holding proportion of KS ORKA Company over its directly-owned subsidiary Turawell
Geothermal Company has changed from 51.00% to 90.20%.
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Items

Turawell Company

Acquisition costs

Cash 6,405,825.89
Total acquisition costs 6,405,825.89
Less: Share in subsidiaries’ net assets based on -3,566,478.63
acquired net assets proportion
Balance 9,972,304.52

Including: Capital reserve adjusted -9,972,304.52
(IIT) Interest in joint venture or associates
1. Significant joint ventures or associates
Joint ventures or [Main operating|  Place of Business nature Holding proportion Accounting
associates place registration Direct Indirect treatment
Kaishan Yinlun Quzhou Quzhou Manufacturing 50.00% Equity method
Company
Wolong Kaishan Quzhou Quzhou Manufacturing | 45.00% Equity method
Company

2. Main financial information of significant joint ventures

Closing balance/

Opening balance/

Items Current period cumulative Preceding period comparative
Kaishan Yinlun | Wolong Kaishan | Kaishan Yinlun [Wolong Kaishan
Company Company Company Company

Current assets 89,774,828.51 | 42,095,490.51 | 63,405,180.71 | 39,617,414.53
Long-term assets 36,348,715.49 | 49,214,354.56 | 37,631,380.82 | 51,945,946.15
Total assets 126,123,544.00 | 91,309,845.07 | 101,036,561.53 | 91,563,360.68
Current liabilities 35,276,267.89 8,055,729.13 | 25,516,188.39 | 8,586,755.50
Non-current liabilities 4,558,333.40 4,558,333.40
Total liabilities 35,276,267.89 | 12,614,062.53 | 25,516,188.39 | 13,145,088.90
Non-controlling interest
Equity attributable to
owners of parent 90,847,276.11 | 78,695,782.54 | 75,520,373.14 | 78,418,271.78
company
Proportionate share in 45,423,638.06 | 35,413,102.14 | 37,760,186.57 | 35,288,222.30
net assets
Adjustments -1,969,780.56 -1,469,722.80

Goodwill

Unrealized profitin | 1 969,780.56 -1,469,722.80

internal trading

Others
Carrying amount of 43,453,857.50 | 35413,102.14 | 36,290,463.77 | 35,288,222.30

investments in associates

Fair value of equity
investments in associates
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mainly, incnde. credit. risk., liapidity risk. and market risk. Management have deliberated and
approved policies concerning such risks, and details are:
() Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the
other party by failing to discharge an obligation.

1. Credit risk management practice

(1) Evaluation method of credit risk

At each reporting date, the Company assesses whether the credit risk on a financial instrument has
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financial position, present or expected changes in technology, market, economy or legal

environment that will have significant adverse impact on the debtor’s repayment ability;

(2) Definition of default and credit-impaired asset
When a financial instrument satisfies one or more of the followings, the Company defines the
financial asset as defaulted, of which the standard is in line with the definition of credit-impaired:

@ significant financial difficulty of the debtor;
@ a breach of binding clause of contract;
@) it is very likely that the debtor will enter bankruptcy or other financial reorganization;

@) the creditor of the debtor, for economic or contractual reasons relating to the debtor’s financial

difficulty, having granted to the debtor a concession(s) that the creditor would not otherwise

consider.

2. Measurement of expected credit losses

The key factors in the measurement of expected credit loss include the probability of default, loss
rate of default, and exposure to default risk. The Company develops a model of the probability of
default, loss rate of default, and exposure to default risk on the basis of quantitative analysis of
historical data (e.g. counterparty rating, guarantee measures and collateral type, payment method,

etc.) and forward-looking information.

3. Please refer to section V (I) 2, 3 and 5 for details on the reconciliation table of opening balance

and closing balance of provision for losses of financial instrument.

4. Exposure to credit risk and concentration of credit risk

The Company’s credit risk is primarily attributable to cash and bank balances and receivables. In
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(I) Related party relationships
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1. Parent company

(1) Parent company of the Company

. . Holding Voting right
Parent company P!ace qf Business ReglsFered proportion over [proportion over the
registration nature capital the Company (%){ Company (%)
F i R
HIR 7" (Kaishan
Group Co., Ltd.", Quzhou Industrial | 113 40 million 57.72 57.72
hereinafter referred to investment
as the “Kaishan
Group™)

(2) The Company’s ultimate controlling party is & 5% (Cao Kejian), who holds 82.34% equity
of the parent company. The parent company holds 495,262,198 shares of the Company, besides,
Cao Kejian directly holds 49,800,000 shares of the Company, thus Cao Kejian holds 545,062,198
shares of the Company both directly and indirectly, accounting for 63.52% of the Company’s

registered capital.

2. Please refer to section VII of the notes to the financial statements for details on the Company’s

significant subsidiaries.

3. Joint ventures and associates of the Company

Please refer to section VII (III) of the notes to the financial statements for details on the
Company’s significant joint ventures and associates. Details of other joint ventures or associates
carrying out related party transactions with the Company in current period or in preceding period

but with balance in current period are as follows:

Joint ventures or associates Relationships with the Company
Kaishan Yinlun Company Associate
Wolong Kaishan Company Associate

4. Other related parties of the Company

Related parties Relationships with the Company
WHTH L E TR AR A Under common control of the
(Zhejiang Kaishan Heavy Co., Ltd.) parent company
WL LT EH IR A A Under common control of the
(Zhejiang Kaishan Cylinder Co., Ltd.") parent company
VL [E) 2% 7 RE AL AR 45 PR 2 5] (Zhejiang Tongrong Under common control of the
Energy-saving Technology Service Co., Ltd. ) parent company
AT L R ERA R Under common control of the
(Zhejiang Kaishan Drill Co., Ltd.) parent company
‘Pﬂﬂlﬁf s Eaéér%ﬁ‘éﬁ?j‘iﬁﬁ%ﬁ BE/L.& Al . Under common control of the
(Zhejiang Kaishan Joint Energy-saving Technology Service arent compan
Co., Ltd.”) p pany
Fihi3gk (L#) E4EHEARHFIRAE (LMF (Shanghai) Under common control of the
Compression Technology Co., Ltd.") parent company

* The English names are for identification purpose only.
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(1) Number of shares allowed for issuance

The number of shares issued via stock private placement shall not exceed 184,956,843 shares
(inclusive), and the maximum of number of shares issued via stock private placement shall not
exceed 30% of the total shares of the Company before this issuance. The number of shares for
actual issuance will be decided by the Board of Directors based the authorization by the
shareholders’ meeting and the actual situation at the time of actual issuance, after this issuance is

verified by China Securities Regulatory Commission.
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(2) Issuing price and pricing principles

The price for shares issued via private placement is 8.11 yuan/share. The pricing benchmark date
is the announcing date for resolution of the 13" meeting of the fourth session of the Board of
Directors dated March 11, 2020. The issuing price is not less than 80% of the average price of A
shares 20 trading days before the pricing benchmark date (Average trading price of A shares 20
trading days before the pricing benchmark date = the total trading amount of A shares in the 20
trading days before the pricing benchmark date/the total trading number of A shares in the 20
trading days before the pricing benchmark date).

(3) Issuance target and ways to subscribe
The issuance target is Kaishan Group, which shall be subscribed all the shares issued in private

placement in RMB cash.

(4) Uses of the raised fund

The total raised fund of such private placement shall not exceed 1.50 billion yuan, and will be
used for the 240MW Geothermal Power Generation Project Phase II of SMGP Company in
Indonesia and working fund supplementary after deducting issuing expenses. Details of project

invested by the raised fund:

Items Investment amount Proposed amount
of raised fund
240MW Geothermal power generation
project phase II of SMGP Company in USD 477 million 1,050.00 million yuan
Indonesia
Supplementary of working fund 450.00 million yuan
Total USD 477 million 1,500.00 million yuan

The application has been accepted by China Securities Regulatory Commission on April 1, 2020,

and still to be reviewed and verified by China Securities Regulatory Commission.

XI1. Other significant events

(I) Segment information

1. Identification basis for reportable segments

The Company identified reportable segments based on geographic information, revenue from
main operations and costs of main operations are allocated between segments based on locations
where sales realized, and assets and liabilities are allocated based on locations of operating

entities.

2. Financial information of reportable segments

Geographic segment

Items Domestic Overseas Inter-segment Total
offset
Re‘_/enue frqm 2,172,667,648.51 724,708,304.81 296,414,069.98 | 2,600,961,883.34
main operations
Cost of main 1,649,060,177.58 | 482,018271.74 |  272,289,498.50 | 1,858,788,950.82
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Receival A‘

30X,257005.64 | 9T.8Z | 55, 239,Z32.7T1 [T.UZ | 446,017,78

provision made on 293
a collective basis 14
Total 512,422,709.56 | 100.00 | 66,404,926.63 12.96 | 446,017,782.93
(Continued)
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Opening balance

] Book balance Provision for bad debts
Categories S
0 ToviSION | Carrying amount
Amount tf))tzl(l) Amount proportion
(%)
Receivables with
provision made on 3,680,000.00 0.76 3,680,000.00 100.00
an individual basis
Receivables with
provision made on | 481,012,723.43 | 99.24 | 50,712,406.89 |  10.54 | 430,300,316.54
a collective basis
Total 484,692,723.43 | 100.00 | 54,392,406.89 11.22 | 430,300,316.54
2) Accounts receivable with provision made on an individual basis
Items Book balance Provision for Provision Reasons
bad debts proportion (%)
Receivables with dtob
provision made on an 11,165,693.92 | 11,165,693.92 100.00 Expecte tol ¢
individual basis irrecoverable
Subtotal 11,165,693.92 | 11,165,693.92 100.00

3) Accounts receivable with provision made on a collective basis using portfolio grouped with

ages
Closing balance
Ages Book balance Provision for bad | Provision proportion
debts (%)
Within 1 year 375,534,237.38 18,776,711.88 5.00
1-2 years 59,715,907.96 5,971,590.80 10.00
2-3 years 30,109,967.34 4,516,495.10 15.00
3-4 years 10,140,094.87 5,070,047.44 50.00
4-5 years 16,174,735.32 11,322,314.72 70.00
Over 5 years 9,582,072.77 9,582,072.77 100.00
Subtotal 501,257,015.64 55,239,232.71 11.02
(2) Age analysis
Ages Closing balance
Within 1 year 375,534,237.38
1-2 years 60,813,498.13
2-3 years 30,609,567.34
3-4 years 10,791,594.87
4-5 years 17,152,985.32
Over 5 years 17,520,826.52
Subtotal 512,422,709.56
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Opening balance

Book balance Provision for bad debts
Categories _ Carrvi
Provision arrying
Amount % to total Amount proportion amount
(%)
Receivables with
provision made 9,000,000.00 | 100.00 450,000.00 500 | 8,550,000.00
on a collective
basis
Total 9,000,000.00 | 100.00 450,000.00 5.00 8,550,000.00

2) Other receivables with provision made on a collective basis

Closing balance

Portfolios Book balance Provision for bad | Provision proportion
debts (%)
Portfolio grouped with 359,120,483.69 17,956,024.18 5.00
ages
Including: Within 1 359,120,483.69 17,956,024.18 5.00
year
Subtotal 359,120,483.69 17,956,024.18 5.00
(2) Changes in provision for bad debts
Phase | Phase II Phase 111
ltems 12-month Llfetlmg ;:xpected Llfetcllme i Total
ted credit credit losses expected crec it
expec (credit not losses (credit
losses N . . .
impaired) impaired)
Opening balance 450,000.00 450,000.00
Opening balance 450,000.00 450,000.00

in current period

--Transferred to
phase II

--Transferred to
phase 111

--Reversed to
phase 11

--Reversed to
phase I

Provision made in
current period

17,506,024.18

17,506,024.18

Provision
recovered in
current period

Provision reversed
in current period

Provision
written-off in
current period

Other changes

Closing balance

17,956,024.18

17,956,024.18
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Provision for | Closing
impairment | balance of
Investees Opening balance Increase Decreasq Closing balance made in provision
current for
period impairment
Kaishan Kevin Serew | 371 ,940,605.60 371,940,605.60
Company
Power Tech Screw 265,810,014.65 265,810,014.65
Company
Power Tech System 92,000,000.00 92,000,000.00
Company
North America 27,381,924.70 27,381,924.70
Development Center
Chongging 50,000,000.00 50,000,000.00
Compressor Company
Kaishan Pressure 42,244,490.76 42,244,490.76
Vessel Company
Kaishan Hong Kong 2,152,729,065.00 | 179,088,788.00 2,331,817,853.00
Company
Kerry Filtration 3,000,000.00 3,000,000.00
Company
Kaishan Refrigeration 30,000,000.00 30,000,000.00
Company
Kerry Auto-control 2,000,000.00 1,000,000.00 3,000,000.00
Company
Shanghai Energy 30,000,000.00 30,000,000.00
Company
Centrifugal 30,000,000.00 30,000,000.00
Machinery Company
Kaishan Gas 10,000,000.00 10,000,000.00
Company
Guangdong Ganey 110,000,000.00 110,000,000.00
Company
Kaishan Cleaning 5,000,000.00 5,000,000.00
Company
Kaishan Recycling 145,919,440.00 72,465,046.67 218,384,486.67
Company
Zhejiang Energy 50,000,000.00 50,000,000.00
Company
KCA Company 39,694,800.00 | 103,578,650.00 143,273,450.00
Kaitec Company 2,980,000.00 2,980,000.00
Kaishan India 70,263.86 70,263.86
Company
Subtotal 3,457,720,340.71 | 359,182,748.53 3,816,903,089.24
(3) Investments in associates
Increase/Decrease
Investees Opening balance Investment Adjustment in
Investments| Investments income other
increased decreased [recognized under| comprehensive
equity method income
Associates
Kaishan Yinlun Company 36,290,463.77 7,163,393.73
Wolong Kaishan Company 35,288,222.30 124,879.84
Subtotal 71,578,686.07 7,288,273.57
(Continued)
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Increase/Decrease

Closing
Investees h . Cash dividend/| Provision Closing balance of
Sh:?ieiiltn Profit declared for Others balance provision for
YY1 for distribution|impairment impairment
Associates

Kaishan Yinlun Company

43,453,857.50

Wolong Kaishan Company

35,413,102.14

Subtotal

78,866,959.64

(II) Notes to items of the parent company income statement

1. Operating revenue/Operating cost

Items

Current period cumulative

Preceding period comparative

Revenue

Cost

Revenue

Cost

Main operations

1,550,656,988.58

1,373,839,471.73

1,727,727,701.34

1,574,126,246.43

Other operations

5,143,963.41

3,819,422.37

4,858,255.36

3,452,044.85

Total

1,555,800,951.99

1,377,658,894.10

1,732,585,956.70

1,577,578,291.28

2. Investment income

Preceding period

Items Current period
cumulative comparative
Investment income from long-term equity 227,500,000.00 165,500,000.00

investments under cost method

Investment income from long-term equity

investments under equity method

7,288,273.57

7,793,525.61

Gains from financial products

1,352,965.89

Total

234,788,273.57

174,646,491.50

XIV. Other supplementary information

(I) Non-recurring profit or loss

Items

Amount

Remarks

Gains on disposal of long-term assets, including
written-off of provision for impairment

-320,120.90

Tax refund, credit or exemption approved beyond the
power of authorities, without formal documents, or with

occasionality

Government grants included in profit or loss (excluding
those closely related to operating activities, or regular

government grants)

19,291,881.87

Refer to notes to
government grants

Fund possession charge from non-financial entities and
included in profit or loss

Gains on acquisition of subsidiaries, joint ventures and
associates due to the surplus of acquisition-date fair
value of net identifiable assets in acquiree over the
acquisition cost

Gains on non-cash assets exchange
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= Number of months counting fram the
Utners
next month when net assets were
increased or decreased to the end of the
reporting period

Number of months counting from the
next month when net assets were
increased or decreased to the end of the
reporting period

Number of months in the reporting period

L=

Weighted average net assets D+A/2+EXF/K-Gx | 3,549,867,953.24
B LITR

Weighted average RONA

Weighted average RONA after deducting
non-recurring profit or loss

3. Calculation process of basic EPS and diluted EPS
(1) Calculation process of basic EPS
Items Symbols Current period

cumulative
Net profit attributable to shareholders of ordinary 152,522,160.42
: e
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Nuinocer of months counting rom the next motitil

(2) The calculation process of diluted EPS is the same as the calculatio
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when the share was increased to the end of the \ G

reporting period ‘

Number of shares decreased due to share repurchase ‘ H

. . ~ 1 o T - . 1

Number ol months counting from the next month
e th chanr was drviasd '@ R 1 h thR

reporting period

Number of shares decreased in the reporting period 1 J }

~ <z . .. I I S

Number of months in the reporting period ‘ K 12
Weighted average af.vusianding xdinary, shares. IL:DJFE*/FKX ?/ K-HxI| 858.000.000.00
Basic EPS M=A/L 0.18
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