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RESULTS HIGHLIGHTS
;§§m§jﬁ§%g

Chongging Machinery & Electric Co., Ltd. (the “Company” or

“Chongging Machinery & Electric”) and its subsidiaries (hereinafter
collectively the “Group”) announce the highlights of the consolidated

results as set out below.

° Revenue of the Group for the six months ended 30 June 2022
amounted to approximately RMB3,506.3 million, representing a
decrease of approximately 7.2% from the corresponding period

of last year.

o Gross profit of the Group for the six months ended 30 June 2022
amounted to approximately RMB615.9 million, representing a
decrease of approximately 22.4% from the corresponding period

of last year.

o Profit attributable to the shareholders of the Company for the
six months ended 30 June 2022 amounted to approximately
RMB176.4 million, representing an increase of approximately

27.5% from the corresponding period of last year.

° Basic earnings per share for the six months ended 30 June 2022
amounted to approximately RMBO0.05, representing an increase

of approximately 25% from the corresponding period of last year.
° Net assets per share for the six months ended 30 June 2022

amounted to approximately RMB2.13, representing an increase

of 2.5% from the corresponding period of last year.
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CHAIRMAN’S STATEMENT
AR

‘
A

Dear shareholders,

The board of directors (the “Board”) of the Company announces the
interim results of the Group for the six months ended 30 June 2022
(the “Period”). The Group’s interim results have not been audited but
have been reviewed by the audit and risk management committee and

the Company’s auditor, ShineWing Certified Public Accountants LLP.
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CHAIRMAN’S STATEMENT
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INTERNATIONAL AND DOMESTIC REVIEW FOR
THE FIRST HALF OF THE YEAR

In the first half of 2022, the global epidemic continued its assault,
inflation rose, raw materials prices soared, conflict between the
two major economies of China and the United States intensified,
the pace of globalization was hindered, trade protectionism
reared its head, and the global supply chain was restructured,
as a result of which, together with the Russia-Ukraine conflict,
the global economy showed more evident signs of recession and
even depression, and the recovery process was further setback

and remained unpredictable.

In the first half of the year, the recurring epidemic in China
resulted in large-scale work and production suspension, supply
chain disruptions, soaring raw material prices, logistics costs and
energy costs, shrinking business activities, dampened investment
and consumption, and notable anormal movements and sharp
declines in some industries. The Chinese government responded
calmly. The central and local governments issued a multitude of
investment, financial, and fiscal supportive policies, continuously
consolidated “six stabilities” and “six guarantees”, continued to
ramp up intensity of macroeconomic adjustment, and accelerated
the implementation of a package of policy measures. As a result,
the epidemic situation generally improved, major economic
indicators improved marginally, business activities resumed, and
the overall recovery of the national economy accelerated. In the

first half of the year, GDP grew by 2.5% year-on-year.
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I11.

RESULTS REVIEW OF THE GROUP FOR THE
FIRST HALF OF THE YEAR

In the first half of the year, faced with the triple pressure of
shrinking demand, supply shock, and weakening expectations
in the domestic economy, the Group overcame the impact of a
wide variety of adverse factors such as adjustments in the wind
power and auto industries, rising raw material and energy prices,
and disrupted logistics, seized the opportunities arising from the
formation of new development patterns by the state to actively
expand the two core businesses of clean energy equipment and
high-end intelligent equipment, expand the industries served and
market shares, and continuously made innovation in intelligent
and digital equipment in the field of industrial services. The Group
carried out the key projects for the “14th Five-Year Plan” in an
orderly manner, went all out to expand the market, adhered to
innovation-driven development, continued to enhance its core
competitiveness, and improved its sustainable development
potential. In the first half of the year, the Group united the efforts

to achieve better-than-expected business performance.

OUTLOOKFORINTERNATIONAL AND DOMESTIC
SITUATION IN THE SECOND HALF OF THE YEAR

In the second half of the year, as the world economy is affected
by the recurring epidemic, intensified inflation, a new round
of trade protectionism, restructured global supply chain, and
the approaching interest rate hikes, resulting in the trend of
tightening policies in major economies, it is expected that the
international economy will continue to decline in the second half
of the year. Domestically, despite the recurring epidemic, the
intertwining impacts of shrinking demand and disrupted supply
and structural contradictions overlap with cyclical problems,
the Chinese government remains confident, converts stress into
motivation, combines stabilizing the overall economy and risk
prevention, and constantly increase efforts in “six stabilities” and
“six guarantees”, so as to funnel policy dividends to the market
in a more timely, accurate and effective manner, restore market
confidence and promote stable and healthy development of the

economy.

—
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Iv.

DEVELOPMENT STRATEGIES FOR THE SECOND
HALF OF THE YEAR

Development strategies and work priorities of the Group for the

second half of the year are as follows:

In the second half of the year, the Group will continue to
advance the “14th Five-Year Plan” and push forward various
tasks in an orderly manner, unwaveringly strive for the goals
set at the beginning of the year. With high-quality development
as the theme, the Group will implement the new development
concept in a complete, accurate and comprehensive manner. In
accordance with the work requirements of “five focus and five
special attentions” and focusing on the goals and tasks assigned
by the Board at the beginning of the year, the Group will take
proactive approach and perform its duties with due diligence, so
as to achieve results in industrial development, capital operation,
innovation drive, risk control and corporate governance, promote
the high-quality development of the Group, and satisfactorily

complete the key tasks in the second half of the year:
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KEY TASKS FOR THE SECOND HALF OF THE YEAR

@

Aggressively secure market orders and strengthen operation

control

First, fully focus on the market. The Group will closely follow national
strategies such as “carbon peaking and carbon neutralization”,
“Chengdu-Chongaging economic circle construction”, industrial
machine tools, digital economy, and intelligent manufacturing,
further promote strategic cooperation with benchmark companies
in the industry, seize effective orders, improve existing business,
and strengthen incremental business, in a bid to achieve new
breakthroughs in the market. Second, strengthen refined operation
management. The Group will satisfactorily carry out QCC activities
and the skills competition, improve operation management level,
strengthen the dynamic management of contracts, and facilitate
the steady improvement of product quality and delivery capacity.
The Group will continue to benchmark itself against industry
leaders, identify disparities and make up for shortcomings to
improve the level of refined management. The Group will also
improve the digital and intelligent procurement transaction
management and control system, and promote the launch and
operation of the intelligent procurement platform in an orderly
manner. Third, keep abreast with monetary policies and continue
to improve the financing structure. The Group will strengthen
the management and control of the “accounts receivable and
inventory”, comprehensively deepen the cost reduction work, and
mitigate the impact of adverse factors. The Group will strengthen
the integration of business and finance and the construction of
financial informatization to improve the financial management

and control ability and risk management.
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(In

Promote industrial innovation and strengthen development
driver

First, the Group will make reference to the “14th Five-Year
Plan”, develop new industry pattern centering on the clean
energies such as wind energy, nuclear energy, and hydrogen
energy, speed up the research and demonstration of projects
including energy storage and new materials, and promote the
extension, supplementation and strengthening of the industrial
chain, in order to continuously promote the formation of a new
pattern with clustering of the clean energy industry, coordinated
development of the industrial chain, and improvement of industrial
structure system. Second, the Group will enhance the industry
chain mapping of the Company, increase efforts in precision
research and development, and promote the marketization of
key new products. Third, the Group will accelerate the digital
transformation and upgrade of the industry, optimize and improve
the overall planning for the construction of the information system,
and promote the improvement of the enterprise’s intelligent

manufacturing capabilities.

(IITI) Deepen resource integration and enhance corporate vitality

First, the Group will capitalize on its resource advantages in the
field of clean energy to actively try to promote investment in the
field of wind and solar energy. Second, in the field of new energy,
the Group will strengthen cooperation with strategic partners on
technology, research and development, marketing, management
and other aspects to accelerate the market deployment of key
projects. Third, the Group will speed up the integration of assets,
revitalize resources, and promote the disposal and realization
of idle assets. Fourth, the Group will continue to deepen the
reform of human resources, improve the incentive and restraint
and assessment and evaluation mechanisms, promote the
construction of a talent sharing management platform and an
integrated human resource information platform to form a new
pattern where talent and intelligence gathering integrate with
industrial transformation and upgrading to complement with each
other and develop neck and neck.
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(IV) Strengthen risk prevention and control to empower enterprise

governance

First, the Group will prevent and mitigate major risks, improve
the cross-departmental risk linkage mechanism, explore vertical
linkages with subsidiaries, establish a risk catalog, improve
risk identification and assessment standards, and promote the
normalization of quarterly risk inspections. Second, the Group will
further promote law-based governance of the enterprise, strictly
implement the legal audit of the three key tasks, continuously
strengthen the management of the signing and performance
of major contracts of its subsidiaries, and carry out special
inspections such as legal audit, law firm selection and engagement,
and case management. Third, the Group will strictly abide by the
latest regulatory requirements such as the Company Law and
Listing Rules, and adequately conduct performance training of
directors, supervisors and senior management. It will strictly
disclose information, optimize the Company’s ESG management
framework, and continuously improve the Company'’s sustainable
development capabilities. Fourth, the Group will comprehensively
improve the Company’s management level in terms of safety,
environmental protection and occupational health, and prevent

the occurrence of major accidents.
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CONCLUSION

The Group will reaffirm its confidence, implement the “14th Five-
Year Plan” and advance various tasks in an orderly manner. With
economic work as the center, high-quality development as the theme,
and reform and innovation as the fundamental driving force, the
Group will coordinate epidemic prevention and control and operation
management, earnestly implement the work requirements of “five focus
and five special attentions”, shoulder national mission, and promote

the high-quality development of the Group.

On behalf of the Board, | would like to extend my heartfelt gratitude to
our shareholders for their support and trust. My sincere appreciation
also goes to our directors, supervisors and all of our staff members

for their efforts in contributing to the Group.

Zhang Fulun

Executive Director and Chairman

Chonggqing, the PRC
24 August 2022
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MANAGEMENT’S DISCUSSION AND ANALYSIS
I R T

BUSINESS PERFORMANCE R
The table below sets forth the revenue, gross profit and segment  F&RE|IIAFAREIMANEEF EEBLEH BE
results attributable to major business segments of the Group for the  1HIA ~ BF| R EBEELE -

periods indicated:

Revenue Gross Profit Segment Results
A £ PEEE
Period ended 30 June Period ended 30 June Period ended 30 June
BEAA=TRHILEE BEAA=TAILEE BEAA=THILEA
2022 2021 2022 2021 2022 2021
—E-CF ZBE--§ C—E--f% CZB--§ C-Z--F C—B--F
(RMB in millions, except for percentage)
(AREBET  BALEI)
Clean energy equipment BREREEER
business
Hydropower equipment 7}<7ﬁ*@§ﬁ 1115 150.4 21.8 30.3 (13.6) (11.6)
Electrical wires and cables E5EE 915.2 914.9 137.5 106.4 48.8 46.3
General machinery AR 1,061.1 1,374.7 83.3 3194 (6.7) 15.3
Other products ,Jmfi‘uu 621.7 459.4 219.2 164.7 85.7 28.9
Total A 2,709.5 2,899.4 461.8 620.8 114.2 78.9
% of total fFEBEEDL 77.3% 76.7% 75.0% 78.2% 47.3% 47.9%
High-end smart manufacturing S & s ERER
business
CNC machine tools TR 377.0 368.9 80.5 67.6 (37.7) (86.5)
Steering systems EEES 110.6 246.6 7.0 35.2 (8.8) 77
Other products HivER 264.4 234.2 42.3 45.2 16.3 14.2
Total A% 752.0 8497 129.8 148.0 (30.2) (64.6)
% of total HEEAN L 21.4% 22.5% 21.0% 18.7% (12.5%) (39.2%)
Industrial services business TERKEH
Trade Z5 14.5 16 0.3 0.1 15 (9.4)
Financial TR 271 27.7 22.6 23.3 21.2 16.9
Other services HibR% 2.7 1.0 0.9 0.7 (3.0) (4.0)
Total fit 443 303 23.8 24.1 19.7 35
% of total HREED 1.3% 0.8% 3.9% 3.0% 8.2% 2.1%
Headquarters %*B
Total A 0.5 0.6 0.5 0.6 137.7 146.8
% of total HEEEDL -% ~% 0.1% 0.1% 57.0% 89.2%
Total @t 3,506.3 3,780.0 615.9 7935 241.4 164.6
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MANAGEMENT’S DISCUSSION AND ANALYSIS
B ot L o3 A

BUSINESS REVIEW AND OUTLOOK

Clean energy equipment (wind power blades, electrical wires and cables
and materials, industrial pumps, industrial blowers, hydroelectric

generation equipment, gas compressors and other businesses)

In the first half of 2022, the clean energy equipment segment of the
Group seized the market opportunity, and industrial pumps business
won the bids for large diaphragm pump orders of RMB180 million.
The industrial blower business actively adjusted the market structure,
achieving zero breakthrough in the carbon dioxide compressor
market, and gas compressors business obtained shale gas orders
of RMB74 million, which drove various businesses to achieve good
growth. The electrical wire, cable and material business remained
stable. However, the wind power blade business was affected by
the large-scale adjustment of the unit power and models of wind
turbine blades, and the export project of RMB320 million originally
planned to be completed in the first half of the year was canceled
due to the Russia-Ukraine conflict, resulting in a significant decline
in the wind power blade business’s performance. At the same time,
the hydroelectric generation equipment business was affected by the
epidemic, so the commencement of some projects and the delivery of
their goods were delayed. Thus, the operating income of this segment
reached approximately RMB2,709.5 million, representing a decrease
of approximately 6.5% from the corresponding period of last year.
During the Period, the gross profit of the clean energy equipment
operating segment was approximately RMB461.8 million, a decrease
of approximately RMB159.0 million or approximately 25.6% compared
with approximately RMB620.8 million for the same period. For the six
months ended 30 June 2022, the profit of the clean energy equipment
operating segment was approximately RMB114.2 million, representing
an increase of approximately RMB35.3 million or approximately 44.7%
compared with approximately RMB78.9 million for the same period,
which was mainly driven by the growth of the industrial pump business

and the gas compressor business.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

In the first half of the year, the high-pressure slurry diaphragm pump
unit with a flow rate of 280m%/h and a pressure of 16Mpa which was
self-developed by the industrial pump business was successfully
commissioned and delivered to customers, breaking the foreign
monopoly. The Group focused on the layout of hydrogen energy,
energy storage and other fields, and the hydrogen energy project
has been licensed and approved. The research and development and
test of high-pressure oil-free hydrogen compressors and hydrogen
refueling station complete sets of equipment for hydrogen production
of the gas compressor business were completed. The preliminary line
design of the key technical research of pumped storage equipment
of the hydroelectric generation equipment business and the
industrialization project has been completed. The wind power blade
business successfully achieved the photovoltaic index of 200,000
kilowatts in Wuwei, Gansu. The first domestic million-ton CCUS (Carbon
Capture, Utilization and Storage) project which was self-developed
by the industrial blower business was successfully debugged at one
time and put into operation. The “High-efficiency and energy-saving
Ventilator and System” won the bronze medal in the 2nd National
Machinery Industry Design Innovation Competition, and “A Blower
and Air Conveying Equipment” won the 23rd China Patent Excellence

Award.

With the gradual improvement of domestic epidemic prevention and
control, a package of policies and measures to stabilize the economy
will be implemented and come into effect. It is expected that the
recovery of domestic economy will accelerate in the second half of the
year. The industrial pump business will fully expand the incremental
market of diaphragm pumps, the industrial blower business will focus
on “double carbon” expansion, and the gas compressor business
will accelerate the seizing of the hydrogen energy industry chain to
achieve rapid growth. Under the support of incremental orders such as
accelerating the production of special cable technical transformation
projects, the electrical wire, cable and material business will remain
stable. The wind power blade business will rebound compared with
the first half of the year, driving this segment to remain basically stable

throughout the year.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
B LR e B o A

In addition, Chongging Cummins Engine Company Limited (“Chongaging
Cummins”), a joint venture of the Company, is principally engaged in the
production of high-horsepower diesel engine. The Group entered into
the Chongging Cummins joint venture contract, articles of association
and related ancillary agreement with China Cummins, which planned
the joint development and extended the joint venture period to 2040.
For details, please refer to the announcement published on the website

of the Stock Exchange on 17 May 2022.

In the first half of the year, Chongging Cummins paid attention to
and increased R&D investment, continuously maintained the leading
technology and R&D strength in the industry, and promoted the core
competitiveness of the market under the guidance of new products
and customized products. Chongging Cummins successfully
recommended QSK38 as the preferred product for 1,000kW high-
voltage mobile power vehicles, and became the preferred supplier
of the State Grid and the Southern Power Grid. At the same time, the
second phase of the new high-horsepower engine factory has been
put into operation, and the production capacity was gradually being
released. The operating performance exceeded the expectation in the

first half of the year. It is expected that the operating performance of

such business will remain stable in the second half of the year.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

High-end smart equipment (smart machine tools, smart equipment
system integration, smart electronics, etc.)

In the first half of 2022, the intelligent equipment system integration
and intelligent electronic business of the Group’s high-end intelligent
equipment segment built a diversified customer structure, successfully
developed a number of new customers such as Wuhan Tianyu and
Chongaging Mcloud Tech, and achieved more than double-digit
growth in new orders, driving the steady improvement of operating
efficiency. Affected by the adjustment of the automobile industry
and the epidemic, the domestic CNC machine tool business actively
grasped opportunities in the new energy market, the gear grinding
machine achieved strong support and the operating income remained
stable. However, the operating income of this segment amounted to
approximately RMB752.0 million due to the decline in other relevant
business representing a decrease of approximately 11.5% over the
same period of last year. During the Period, the gross profit of the high-
end smart equipment operating segment was approximately RMB129.8
million, representing a decrease of approximately RMB18.2 million or
12.3% compared with approximately RMB148.0 million for the same
period. For the six months ended 30 June 2022, the loss of the high-
end smart equipment operating segment was approximately RMB30.2
million, showing a significant decrease in loss of approximately
RMB34.4 million as compared with a loss of approximately RMB64.6
million for the same period, mainly due to the active adjustment of
the product structure in the market with respect of CNC machine

tools business.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
B LR e B o A

In the first half of the year, the intelligent equipment system integration
and intelligent electronic business was promoted in the “Industry
Innovation Industrial Internet Platform”, providing digital solutions for
small and medium-sized enterprises. The Group completed the key
technology research of large-scale equipment welding, successfully
built a set of test prototype, focused on the research and development
of robot application technologies such as machine welding and laser
processing, and expanded to form industrial solutions such as flexible
manufacturing. The CNC machine tool business promoted the research
and development of high-end gear grinding machines, friction welding
and other new products, expanded products such as wind power
blade puncher and diamond wire silicon slicer, and expanded the

market to the new energy field.

In the second half of the year, the Group will seize the opportunity
of the recovery of the traditional automobile market, accelerate the
market expansion of CNC machine tools, and at the same time,
rely on the growth opportunity of new energy vehicles to vigorously
expand the markets of gear grinding machines, friction welding, etc.
Intelligent equipment system integration, intelligent electronics and
other businesses will accelerate the research and development and
application of energy storage and system integration, and promote the
implementation of energy storage demonstration projects. The foreign
screw machine tool business accelerates new product research and
development and market promotion. It is expected that this segment

will remain stable throughout the year.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Industrial services (industrial empowerment, financing, centralized
procurement, etc.)

In the first half of 2022, the industrial empowerment, financing,
centralized procurement business maintained stable, thus, the
operating income of this segment reached approximately RMB44.3
million, representing an increase of approximately 46.2% over the
same period of last year, mainly due to the increase in the external
business. During the Period, the gross profit of the industrial services
operating segment was approximately RMB23.8 million, a slight
decrease of approximately RMBO0.3 million or approximately 1.2%
compared with approximately RMB24.1 million for the same period.
For the six months ended 30 June 2022, the results of the industrial
services operating segment was approximately RMB19.7 million, an

increase of approximately RMB16.2 million or approximately 462.9%

compared with approximately RMB3.5 million for the same period.

The industrial empowerment business persisted in innovation. The
Group paid attention to the improvement of R&D capability, gradually
consolidating its soft power, and was recognized by Chongging Small
and Medium-sized Enterprise Technology Research and Development
Center. The Group carried out the construction of the secondary
analytic node platform of industrial Internet, successfully passed the
review by Chongging Economy and Informatization Commission and

Chongging Communications Administration.

In the second half of the year, the industrial empowerment business
will intensify the development of digital service market. The Group
will pay close attention to the informatization construction projects of
Great Chongqging, and at the same time, promote the implementation
of the Inner Mongolia electric power operation and maintenance and
research and development project, and strive for multi-channel and
multi-dimensional market breakthroughs. The Group will pay close
attention to the demand of rail transit construction. The financial
business will strengthen financial innovation and improve service
capacities. The centralized procurement business will promote the full
launch of the digital intelligent procurement management platform. It

is expected that this segment will remain stable throughout the year.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
B ot L o3 A

RESULTS OVERVIEW

SALES

For the six months ended 30 June 2022, the Group’s total revenue
amounted to approximately RMB3,506.3 million, a decrease of
approximately 7.2% as compared with approximately RMB3,780.0
million for the same period of last year.

In general, revenue of the clean energy equipment segment was
approximately RMB2,709.5 million (accounting for approximately
77.3% of the total revenue), representing a decrease of approximately
6.5%; revenue of the high-end smart manufacturing segment was
approximately RMB752.0 million (accounting for approximately 21.4%
of the total revenue), representing a decrease of approximately 11.5%;
revenue of the industrial service segment was approximately RMB44.3
million (accounting for approximately 1.3% of the total revenue),

representing an increase of approximately 46.2%.

During the Period, the decline in sales revenue of the clean energy
equipment segment was mainly due to the impact of the upsizing of
unit power and models of wind power blades and the Russia-Ukraine
conflict on wind power blade business. The decrease in revenue from
the high-end smart manufacturing segment was mainly due to the
impact of adjustment of the automobile industry and the epidemic,
resulting in a significant decrease in revenue from this segment.
The growth in revenue in the industrial services segment was mainly
attributable to the increase in the external business. It is expected that
the overall operating performance of the Group for the whole year of

2022 will achieve a steady growth.

There has been no significant change in the possible future development
of the Group’s business and the Group’s outlook for the financial year
of 2022 since the publication of the Group’s annual report for the year

ended 31 December 2021.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

GROSS PROFIT

The gross profit for the six months ended 30 June 2022 was
approximately RMB615.9 million, showing a decrease of approximately
RMB177.6 million or approximately 22.4% as compared with
approximately RMB793.5 million for the same period of last year,
which was mainly due to the decrease in revenue from wind power
blade business affected by the upsizing of unit power and models of
wind power blades as well as the Russia-Ukraine conflict, resulting in
a decrease in the overall gross profit margin of 3.4 percentage points
as compared with the same period of last year. The Group’s gross

profit margin is expected to remain stable in the second half of 2022.

GAIN ON DISPOSAL OF ASSETS

Gain on disposal of assets for the six months ended 30 June 2022
was approximately RMB117.5 million, showing a significant increase
of approximately RMB116.6 million as compared with approximately
RMBO0.9 million for the same period of last year, which was mainly
attributable to gains from disposal of the land with respect to the
high-end smart equipment business and clean energy equipment
segment during the Period. Details are set out in Note VI.59 to the

interim condensed consolidated financial statements.

OTHER INCOME

Other income for the six months ended 30 June 2022 was approximately
RMB35.6 million, showing an increase of approximately RMB1.7 million
or approximately 5% as compared with approximately RMB33.9
million for the same period of last year, mainly due to an increase in

government subsidies income during the Period.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
B ot L o3 A

SELLING AND ADMINISTRATIVE EXPENSES

The selling and administrative expenses for the six months ended
30 June 2022 were approximately RMB412.9 million, showing a
decrease of approximately RMB69.1 million or approximately 14.3%
as compared with approximately RMB482.0 million for the same period
of last year. The ratio of selling and administrative expenses to sales
decreased from approximately 12.8% in the same period last year to
approximately 11.8%. A year-on-year decrease in selling expenses
of approximately RMB35.0 million was mainly due to the decrease
in “3-Aspect-Warranty” fees and labour costs while a year-on-year
decrease in administrative expenses of approximately RMB34.1 million
was mainly attributable to the decrease in labour costs and relevant

costs paid for the termination of contractual labour relationship.

OPERATING PROFIT

The operating profit for the six months ended 30 June 2022 was
approximately RMB241.4 million, showing an increase of approximately
RMB76.8 million or approximately 46.7% as compared with

approximately RMB164.6 million for the same period of last year.

NET FINANCE COSTS

The net interest expenses for the six months ended 30 June 2022
was approximately RMB15.9 million, representing a sharp decrease of
approximately RMB27.7 million or approximately 63.5% as compared
to approximately RMB43.6 million for the same period of last year,
primarily due to the increase in exchange gains and reduction of
finance cost. Details are set out in Note VI.53 to the interim condensed

consolidated financial statements.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

INVESTMENT INCOME

For the six months ended 30 June 2022, the Group’s investment income
was approximately RMB156.9 million, representing a decrease of
approximately RMB12.8 million or 7.5% as compared with approximately
RMB169.7 million for the same period of last year. This is mainly due
to the decrease in results of related associates as compared with the
same period of last year resulting from the adjustment of the automobile
industry. Details are set out in Note VI.55 to the interim condensed

consolidated financial statements.

INCOME TAX EXPENSES

The income tax expenses for the six months ended 30 June 2022 were
approximately RMB50.0 million, representing a significant increase
of approximately RMB33.7 million as compared with approximately
RMB16.3 million for the same period of last year, which was mainly
due to the increase in profits for the Period and the failure of wind
power blades business segment to obtain the tax preferences policy
of additional tax deduction for research and development expenses
in the final re-application of tax assessment in the place where it is
registered. Details are set out in Note VI.62 to the interim condensed

consolidated financial statements.

PROFIT ATTRIBUTABLE TO SHAREHOLDERS

Profit attributable to shareholders for the Period was approximately
RMB176.4 million, representing an increase of approximately RMB38.0
million or approximately 27.5% as compared with approximately
RMB138.4 million for the same period of last year. Earnings per share
increased from approximately RMB0.04 in the same period last year

to approximately RMBO0.05 in the Period.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
B ot L o3 A

SECURED ASSETS

As at 30 June 2022, approximately RMB474.7 million of the Group
was deposited with the banks with pledge or restriction for use. In
addition, certain bank borrowings of the Group were secured by
certain certificates of deposit, land use rights, properties, plant and
equipment and investment properties of the Group, and other assets
of the Group, which had a net book value of approximately RMB220.3
million as at 30 June 2022. Restricted notes receivable of certain
subsidiaries of the Group by pledging notes with banks and financial

institutes amounted to approximately RMB98.2 million.

CASH FLOW

As at 30 June 2022, the cash and bank deposits (including restricted
cash) of the Group amounted to approximately RMB2,509.7 million (31
December 2021: approximately RMB2,178.9 million), representing an

increase of approximately RMB330.8 million or approximately 15.2%.

During the Period, the Group had a net cash flow generated from
operating activities of approximately RMB250.6 million (approximately
RMB-128.5 million for the same period of last year), a net cash flow
generated from investing activities of approximately RMB92.8 million
(approximately RMB126.2 million for the same period of last year), and
a net cash flow generated from financing activities of approximately
RMB-138.0 million (approximately RMB17.2 million for the same period

of last year).
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MANAGEMENT’S DISCUSSION AND ANALYSIS

ACCOUNTS RECEIVABLES AND OTHER RECEIVABLES

As at 30 June 2022, the total accounts receivables and other receivables
of the Group amounted to approximately RMB3,932.5 million, showing
an increase of approximately RMB465.4 million as compared with
approximately RMB3,467.1 million as at 31 December 2021, which was
mainly due to an increase of approximately RMB235.8 million in the
electrical wires and cables business, and an increase of approximately
RMB216.6 million in the wind power blades business. Details of aging
analysis of accounts receivables and notes receivable are set out in
Notes VI.5 and VI.8 to the interim condensed consolidated financial

statements.

ACCOUNTS PAYABLES AND OTHER PAYABLES

As at 30 June 2022, the total accounts payables and other payables
of the Group amounted to approximately RMB2,488.7 million, showing
an increase of approximately RMB181.9 million as compared with
approximately RMB2,306.8 million as at 31 December 2021, which
was mainly due to an increase in dividends payable and the growth
of the industrial pump business. Details of accounts payables and
other payables are set out in Notes VI.31 and VI.35 to the interim

condensed consolidated financial statements.

ASSETS AND LIABILITIES

As at 30 June 2022, the total assets of the Group amounted
to approximately RMB16,813.6 million, showing an increase of
approximately RMB78.2 million as compared with approximately
RMB16,735.4 million as at 31 December 2021. The total current
assets amounted to approximately RMB10,791.0 million, showing
a decrease of approximately RMB58.7 million as compared with
approximately RMB10,849.7 million as at 31 December 2021,
accounting for approximately 64.2% of the total assets (31 December
2021: approximately 64.8%). However, the total non-current assets
amounted to approximately RMB6,022.6 million, showing an increase
of approximately RMB136.9 million as compared with approximately

RMB5,885.7 million as at 31 December 2021, accounting for 35.8% of
the total assets (31 December 2021: approximately 35.2%).
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MANAGEMENT’S DISCUSSION AND ANALYSIS
B ot L o3 A

As at 30 June 2022, the total liabilities of the Group amounted to
approximately RMB8,955.9 million, showing anincrease of approximately
RMB34.2 million as compared with approximately RMB8,921.7 million
as at 31 December 2021. The total current liabilities amounted to
approximately RMB6,777.6 million, showing anincrease of approximately
RMB188.0 million as compared with approximately RMB6,589.6 million
as at 31 December 2021, accounting for approximately 75.7% of the
total liabilities (31 December 2021: approximately 73.9%). However,
the total non-current liabilities amounted to approximately RMB2,178.3
million, showing a decrease of approximately RMB153.7 million as
compared with approximately RMB2,332.0 million as at 31 December
2021, accounting for approximately 24.3% of the total liabilities (31
December 2021: approximately 26.1%).

As at 30 June 2022, the net current assets of the Group amounted
to approximately RMB4,013.4 million, showing a decrease of
approximately RMB246.7 million as compared with approximately

RMB4,260.1 million as at 31 December 2021.

CURRENT RATIO

As at 30 June 2022, the current ratio (the ratio of current assets
divided by current liabilities) of the Group was 1.59:1 (31 December
2021: 1.65:1).

GEARING RATIO

As at 30 June 2022, by dividing borrowings by total capital, the gearing
ratio of the Group was 26.8% (31 December 2021: 27%).

INDEBTEDNESS

As at 30 June 2022, the Group had an aggregate bank and other
borrowings of approximately RMB2,878.0 million, representing
a decrease of approximately RMB17.9 million as compared with

approximately RMB2,895.9 million as at 31 December 2021.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Borrowings repayable by the Group within one year amounted to
approximately RMB1,093.0 million, representing an increase of
approximately RMB165.3 million as compared with approximately
RMB927.7 million as at 31 December 2021. Borrowings repayable after
one year amounted to approximately RMB1,785.0 million, representing
a decrease of approximately RMB183.2 million as compared with

approximately RMB1,968.2 million as at 31 December 2021.

SIGNIFICANT EVENTS

Events in the Period

The 2021 Annual General Meeting of the Company held on 23 June

2022 has considered and approved the following matters:

(I)  Re-election of Directors (please refer to the circular published on

the website of the Stock Exchange on 24 May 2022 for details)

(I)  Re-election of Supervisors (please refer to the circular published

on the website of the Stock Exchange on 24 May 2022 for details)

(I11)  Appointment of Non-executive Director

The appointment of Ms. Wang Tingting as the non-executive
director, for a term commencing from the date of the meeting until
the expiration of the sixth session of the Board. The Board was
authorized to determine the remuneration of such director pursuant
to the Administrative Measures on Directors’ and Supervisors’
Remuneration passed at the 2021 annual general meeting and to
enter into service contract with such director on and subject to such
terms and conditions as the Board shall think fit and to do all such
acts and things to give effect to such matters (please refer to the
announcement published on the website of the Stock Exchange on

23 June 2022 for details).
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MANAGEMENT’S DISCUSSION AND ANALYSIS
B ot L o3 A

Save as disclosed above, the Company did not have any other material

events that were subject to disclosure during the Period.

SUBSEQUENT EVENTS

The Group had no significant subsequent events.

CONTINGENT LIABILITIES

As at 30 June 2022, the Group had no significant contingent liabilities.

CAPITAL EXPENDITURE

During the Period, the total capital expenditure of the Group was
approximately RMB142.0 million, which was principally used for plant
expansion, improvement of production technology and equipment
upgrade and capacity improvement (for the six months ended 30

June 2021: approximately RMB51.9 million).

TREASURY POLICIES

The Group has adopted treasury policies, which concentrate the
financial resources available to its different subsidiaries to meet the
business needs of its different subsidiaries through the subsidiaries
involved with financial services qualifications of the Group. For example,
the Group has adopted a centralised approach in managing the funds
available to subsidiaries involved, including cash, bank deposits,
bills and other financial instruments. These assets, such as bills
and financial instruments, are managed and arranged as short-term
financing amongst subsidiaries with financial services qualifications of
the Group through proper endorsements or transfers so that they can
be fully utilized to meet payment obligations of the Group’s relevant
subsidiaries with minimal financing cost. The Group closely monitors
the level of use and the financial guarantees given by the Group at
the time of financing and the value of each of these transactions only

represents an immaterial part of its total assets and undertakings.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

RISK OF FOREIGN EXCHANGE

The Group is exposed to foreign exchange risk arising from various
currencies, primarily with respect to the HKD, GBP and US dollar.
Foreign exchange risk arises when future commercial transactions
and recognized assets and liabilities are denominated in a currency
that is not the Group’s functional currency. Management has set
up a management system of foreign exchange hedges, requiring
all subsidiaries of the Group to manage the foreign exchange risk
against their functional currency and adopt foreign exchange tools

recognized by the Group.

EMPLOYEES

As at 30 June 2022, the Group had a total of 7,859 employees (30
June 2021: a total of 7,416 employees). The Group will continue
to upgrade its technical talent base, foster and recruit technical
and management personnel possessed with extensive professional
experiences, optimize the distribution system that links with the
remuneration and performance reviews, improve training supervision
on safety so as to ensure employees’ safety and maintain good and

harmonious employee-employer relations.
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OTHER INFORMATION
HoAt Bog

INTERESTS OF SUBSTANTIAL SHAREHOLDERS AND
OTHER PERSONS IN SHARES AND UNDERLYING
SHARES

2B Al N e B Ay B R R B A 14
e i

HE_ZT-__FXA=1HI1L  BEFMAH T
FIEBAL(WIHFERRANES - THRAHKE
FIRARARNROTHEERER - MZSERRE
5 R B E GBI 5 336 KBV AR EF HUA & Pt &
o

As at 30 June 2022, so far as the directors are aware, the following
persons (not being a director, chief executive or supervisor of the
Company) had interests in the shares of the Company as recorded
in the register required to be kept under section 336 of the Securities
and Futures Ordinance (the “SFO”):

Long positions in domestic shares of the Company with par value of % 1H {4 A\ B ¥ 1.007C /A 2 5] N & 1% % 8

RMB1.00 each

Percentage
of total Percentage Percentage
issued of total of total
Number of domestic issued H issued
Name of shareholders shares  Stock category  Status Shares Shares Shares
HERT EERT HERT
REREHH HROBHH ROLEWN
REEB ROBE ROEH ) AR B BAL
Note (%) (%) (%)
ik (%) (%) (%)
Chongging Machinery and 1,924,225,189  Domestic shares ~ Beneficial owner (1) 74.46 (L) - 52.22
Electronic Holding (Group) NER ERBEA
Co., Ltd.
SEKERR (£E) 1F
92,670,000  H shares Beneficial owner (1) - 8.42 (L) 2.52
H& BEalEAA
Chongging Yufu Capital Operation 232,132,514  Domestic shares  Beneficial owner (1) 8.98 (L) - 6.30
Group Co., Ltd. NER EalAA
EENEENEEEEERAR
Chongging Construction 232,132,514 Domestic shares  Beneficial owner (2) 8.98 (L) - 6.30
Engineering Group Corporation NER EalAA
Limited
EERTSERNERAR
China Huarong Asset Management 195,962,467  Domestic shares  Beneficial owner (3) 7.58 (L) - 5.32
Co., Ltd. NER BEaBAA
FEEREEEERNBERAF
Chongging State-owned Assets 2,388,490,217  Domestic shares  Controlled corporation (1) 92.42 (L) - 64.82
Supervision and Administration NER interest
Commission RHEEER
EEMBEAEEEEREES
92,670,000 H shares Beneficial owner (1) - 8.42 (L) 2.52
H& EanfBA
Ministry of Finance of the PRC 195,962,467  Domestic shares  Controlled corporation  (3) 7.58 (L) - 5.32
B RER interest
R EEER
(L) Long Position (L ¥ T&
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OTHER INFORMATION
HoAb Bz

H shares of the Company with par value of RMB1.00 each A2 ) A B AN B 1.00 78 P HUBE B 4
Percentage Percentage
of total of total
Number of issued H issued
Name of shareholders shares Status Shares Shares
HE 8T HEBT
HRAZK ROBED
RERERE BROBE H14 Aok BoL
Note (%) (%)
Hiat (%) (%)
The Bank of New York Mellon (formerly 87,276,000 (L) Custodian 7.93 (L) 2.37 (L)
known as “The Bank of New York”) 0(P) REA 0(P) 0 (P)
The Bank of New York Mellon
(BI#E[ The Bank of New York )
The Bank of New York Mellon 87,276,000 (L) Interest in corporation (4) 7.93 (L) 2.37 (L)
Corporation 87,276,000 (P)  controlled by substantial 7.93 (P) 2.37 (P)
shareholders
PN &S E e o REIE Ok
(L) Long Position (L) & He
(S) Short Position (S) ##& #*A&
(P)  Lending Pool (P) #& FIHELHEKRN
Notes: Kt -
(1) As Chongging Machinery and Electronics Holding (Group) Co., Ltd. and (1) EEBEKELR(EEH)QF - EFOEERNEL
Chongging Yufu Capital Operation Group Co., Ltd. are wholly owned EFEERAFAEETRNEEELEEEREE S
by Chongging State-owned Assets Supervision and Administration 2EBHEANAT AEMMATDAEEHAAN T
Commission, Chongging State-owned Assets Supervision and 1,924,225, 189 I8 M & & & 92,670,000 A& H A% A1
Administration Commission is deemed to be interested in 1,924,225,189 232,132 514N ERERAEETEEEEER
domestic shares and 92,670,000 H shares as well as 232,132,514 EIREE AR -
domestic shares of the Company held by the two companies respectively.
(2) Chongging Construction Engineering Group Corporation Limited is  (2) &ZERTEERGOARATAEETHEEEES

held as to 76.53% by Chongging State-owned Assets Supervision and
Administration Commission through its wholly- owned subsidiary, Chongqging
Construction Investment Holding Co., Ltd. Therefore, Chongqging State-
owned Assets Supervision and Administration Commission is deemed to
be interested in 232,132,514 domestic shares of the Company held by

Chongging Construction Engineering Group Corporation Limited.

ERZEeAREYERANERRTRENRA
BEEARIFAET76.53%KE  AMEEEILE
RID AR AT FFA MR AT 232,132,514 A& IR
ERAEETHALEEECEZEGNER -
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OTHER INFORMATION
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China Huarong Asset Management Co., Ltd.* (FEZEREEEERHDE
fR72a]) is held as to 63.36% directly by the Ministry of Finance of the
People’s Republic of China and as to 4.22% indirectly by the Ministry of
Finance of the People’s Republic of China through China Life Insurance
(Group) Company, its wholly-owned subsidiary. Therefore, the Ministry
of Finance of the People’s Republic of China is deemed to be interested
in 195,962,467 domestic shares of the Company held by China Huarong
Asset Management Co., Ltd..

The Bank of New York Mellon Corporation holds 100% interest in The Bank
of New York Mellon (formerly known as “The Bank of New York”), which
holds 87,276,000 H shares of the Company. The interest in 87,276,000 H
shares relates to the same block of shares in the Company and includes
a lending pool of 87,276,000 H shares of the Company.

Save as disclosed above, the directors of the Company are not aware

of any persons holding any interests or short positions in the shares or

underlying shares which were required to be recorded in the register

pursuant to Section 336 of the SFO as at 30 June 2022.

COMPLIANCE WITH CORPORATE GOVERNANCE
CODE

During the Period, the Company has adopted and complied with the

code provisions under the Corporate Governance Code set out in the

Appendix 14 of the Rules Governing the Listing of Securities on the

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

@
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has complied with and adopted the Model Code for
Securities Transactions by Directors of Listed Companies (the “Model
Code") set out in Appendix 10 of the Listing Rules as the code for
securities transactions by Directors of the Company. The Company
has obtained the respective confirmations by all of its Directors that
they have strictly complied with the provisions set out in the Model

Code for the six months ended 30 June 2022.

PURCHASE, SALE OR REDEMPTION OF SECURITIES
OF THE COMPANY

During the six months ended 30 June 2022, neither the Group nor any
of its subsidiaries purchased, sold or redeemed any of the Company’s

listed securities.

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES AND ASSOCIATED COMPANIES

During the six months ended 30 June 2022, there was no material
acquisition and disposal of subsidiaries and associated companies

by the Group.

INTERIM DIVIDEND

The Board does not recommend the payment of interim dividends.

AUDIT AND RISK MANAGEMENT COMMITTEE

The audit and risk management committee, the management and
the Company’s auditor ShineWing Certified Public Accountants LLP
have jointly reviewed the accounting standards, laws and regulations
adopted by the Company and discussed internal control and financial
reporting matters (including the review of the interim results) of the
Group. The audit and risk management committee considered that
the interim results are in compliance with the applicable accounting
standards, laws and regulations, and the Company has made

appropriate disclosures thereof.
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BOARD OF DIRECTORS AND SUPERVISORY
COMMITTEE

As at the date of this report, the executive directors of the Company
are Mr. Zhang Fulun, Ms. Chen Ping and Mr. Yang Quan; the non-
executive directors are Mr. Huang Yong, Ms. Wang Tingting, Mr. Dou
Bo and Mr. Cai Zhibin; and the independent non-executive directors

are Mr. Lo Wah Wai, Mr. Ren Xiaochang, Mr. Jin Jingyu and Mr. Liu Wei.

As at the date of this report, the members of the Supervisory Committee
of the Company are Mr. Sun Wenguang, Ms. Wu Yi, Mr. Wang Haibing,
Mr. Xia Hua and Mr. Li Fangzhong.

The interim results announcement has been published on the websites
of the Company (http://www.chinacgme.com) and the Stock Exchange.
The interim report will also be available on the websites of the Company
and the Stock Exchange on or around 15 September 2022 and will
be despatched to the shareholders of the Company thereafter by the

means of receipt of corporate communications they selected.

By Order of the Board
Chongging Machinery & Electric Co., Ltd.*
Zhang Fulun

Executive Director and Chairman

Chongging, the PRC
24 August 2022
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REVIEW REPORT ON INTERIM FINANCIAL INFORMATION

3 B 5 R Y 7 Bl

ShineWing

Shzne‘ZOzng

REVIEW REPORT

XYZH/2022CQAA10574
To the Shareholders of Chongqging Machinery & Electric Co., Ltd:

We have reviewed the accompanying financial statements of Chongging
Machinery & Electric Co., Ltd (the “Company”), which comprise the
consolidated and the Company’s statement of financial position as
at 30 June 2022, the consolidated and the Company’s statement
of comprehensive income, the consolidated and the Company’s
statement of cash flow and the consolidated and the Company’s
statement of changes in equity for January-June 2022 and notes to
financial statements. The management of the Company is responsible
for fair presentation of these financial statements. Our responsibility
is to issue our review report on these financial statements based on

our review.

We conducted our review in accordance with the “Review Standard
for Chinese Certified Public Accountants No.2101-Review of Financial
Statements”. The standard requires us to plan and conduct a review
to obtain limited assurance as to whether financial statements are free
from material misstatement. A review is primarily limited to inquire of
company personnel and performing analytical procedures on financial
data. A review provides less assurance than audit. We have not
performed an audit and, accordingly, we do not express an audit

opinion.
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9/F, Block A, Fu Hua Mansion
No.8, Chaoyangmen Beidajie,
Dongcheng District, Beijing, |[f%:
certified public accountants| 100027, P.R.China

telephone: +86(010)6554 2288

+86(010)6554 7190

facsimile:  +86(010)6554 7190
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XYZH/2022CQAA10574
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REVIEW REPORT ON INTERIM FINANCIAL INFORMATION (Continued)
o B 5 S B i o ()

Based on our review, nothing has come to our attention that causes  1RIEHRFIEER » HRIDE AT E (] S 18 F H
us to believe that the financial statements do not present fairly, in  HEFBEHREENEEA T LE LB ESTE
all material respects, the consolidated and the Company’s financial — BIEVREREL - Ree DA MR E R A 7120224
position as at 30 June 2022, the consolidated and the Company’s 68308 8B FAR N IA 220224 1-6 A HI K LA R
results of operations and cash flows for six-month period then ended  FIIR&RE °

in accordance with Accounting Standards for Business Enterprises.

ShineWing Certified Public Accountants LLP CICPA:
BERPHETMERA (BHREBEER) B & AR -
CICPA:
B & EAT
China, Beijing 24 August 2022
FE e bR —O——# N \A=+mA
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R A R

Prepared by: Chongging Machinery & Electric Co., Ltd.

Unit: RMB

AR - EERER M A IRAR B ARWOT

Notes 30 June 2022 31 December 2021
ltems BH BizE 30/6/2022 31/12/2021
Current assets RBEE :
Cash and cash equivalents LS VIS 2,509,710,790.06 2,178,851,965.55
Financial assets held for trade R EREE VI2 752 214,847,667.98 3,303,288.23
Redemptory monetary capital for sale BEARESREE VI3 3 - 200,000,000.00
Notes receivable EREE VI4 N4 459,727,843.44 694,406,169.06
Accounts receivable FEURER X VI5 7515 3,128,114,588.17 2,517,917,402.87
Receivable financing YR IBRE VI6 /N6 387,093,007.90 681,564,554.57
Prepayments BIFUE VI7 <7 197,245,326.21 248,162,385.38
Other receivables H b sk VI8 N8 804,400,905.75 949,236,551.19
Including: Dividends receivable He - YRR V8.1 75 8.1 403,895,084.94 562,427,607.42
Loans and advances to customers BHERMBT VI14.1 75 141 668,990,664.93 802,055,701.48
Inventories FE VI9 N9 2,024,090,195.62 2,129,070,494.07
Contract assets AREE VI.10 75~ 10 353,760,129.04 371,647,306.25
Held-for-sale assets RERELRE VIAT 5 1 2,922,348.96 2,922,348.96
Non-current assets due within one year —FRIBRERBEE V12 75 12 17,400,000.00 17,400,000.00
Other current assets HEREEE V.13 75 13 22,727,872.48 53,175,046.31
Total current assets REBEEA 10,791,031,340.54  10,849,713,213.92
Non-current assets FREBEE
Loans and advances to customers BHERMBT VI14.2 75 14.2 84,450,423.47 94,205,605.96
Long-term receivables R VIA5 50 15 52,200,000.00 60,900,000.00
Long-term equity investments RERERE VI.16 75~ 16 1,361,465,590.21 1,207,708,236.11
Other equity instruments investment HiogaTARE VIAT 75017 117,527,738.46 139,934,987.72
Investment properties REMRIE VI.18 /5~ 18 162,140,618.50 166,912,701.11
Property, plant and equipment ElE&E VI19 75 19 2,623,657,561.61 2,562,081,567.51
Construction in progress ERIR V120 75~ 20 187,796,739.97 141,496,563.68
Right-to-use assets FREEE Vi1 521 221,881,958.72 260,066,371.99
Intangible assets EVRE VI.22 75~ 22 537,278,440.22 562,027,040.56
Development expenditures RS VI.23 75 23 10,212,054.07 1,355,649.75
Goodwill mE VI.24 75 24 115,583,741.47 131,023,552.79
Long-term deferred expenses ROFEER VI.25 75~ 25 89,847,578.87 108,428,301.90
Deferred tax assets BEFMEHEE VI.26 75~ 26 105,735,583.30 100,196,219.91
Other non-current assets HitdEneaE VI.27 75~ 27 352,776,354.99 349,335,218.60
Total non-current assets FRBEEA 6,022,554,383.86 5,885,672,017.59
Total assets BEMG 16,813,585,724.40  16,735,385,231.51
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)
IR A& I R R ()

Prepared by: Chongging Machinery & Electric Co., Ltd. ~ Unit: RMB
WL B GARAT R ARNT
Notes 30 June 2022 31 December 2021
ltems EH Bzt 30/6/2022 31/12/2021
Current liabilities TEBEE:
Short-term loans BHER VI.28 75 - 28 479,991,076.49 518,976,799.53
Due to customers, banks and other financial W FR R R EFR
institutions VI.29 75~ 29 883,269,306.04 939,708,641.17
Notes payable EREE VI.30 75~ 30 1,249,020,757.80 1,176,743,855.98
Accounts payable FEITERR VI.31 75+ 31 1,933,821,539.26 1,846,574,174.57
Contract liabilities aRAE VI.32 75 32 720,108,170.57 893,509,599.02
Employee benefits payables FENB T E M VI.33 75+ 33 75,319,178.73 81,501,621.21
Taxes and levies payables ERFE VI.34 75+ 34 194,371,778.20 168,645,739.36
Other payables Hib B VI.35 75 35 554,932,805.85 460,159,820.62
Including: Dividends payable Hep R ARA VI.35.1 75+ 35.1 136,446,453.97 33,910,296.08
Non-current liabilities due within one year —FARIHNFRBEE VI.36 75 - 36 634,679,114.84 449,529,410.73
Other current liabilities HibmEaE VI.37 75+ 37 52,135,811.06 54,281,115.54
Total current liabilities RBaEST 6,777,649,538.84 6,589,630,777.73
Non-current liabilities kRBaE:
Long-term loans REER VI.38 75+ 38 1,785,073,415.45 1,968,258,239.06
Lease liabilities HEBE VI.39 75+ 39 57,556,628.11 5,650,872.92
Long-term payables REENT V140 75+ 40 1,214,222.80 2,182,769.39
Long-term employee benefits payable REENBIEH VIA41 75 41 6,148,000.00 6,148,000.00
Provisions BHAR V142 5 - 42 39,546,685.95 37,701,462.30
Deferred revenue BT VI.43 75 43 224,638,770.42 240,134,120.88
Deferred tax liabilities BIEFMEHAR VI.26 7% ~ 26 64,104,420.24 71,956,379.75
Total non-current liabilities FRBEEST 2,178,282,142.97 2,332,031,844.30
Total liabilities SEET 8,955,931,681.81 8,921,662,622.03
Shareholder’s equity RS
Share capital e V144 75 - 44 3,684,640,154.00 3,684,640,154.00
Capital reserves BANE VI.45 75 - 45 72,938,331.54 72,556,920.37
Other comprehensive income Hivkra e VI1.46 75 - 46 77,792,312.64 99,149,032.85
Surplus reserves BHATE VI.47 75~ 47 444,509,347.69 444 509,347.69
Undistributed profit ROBEHE VI.48 75 - 48 3,113,916,867.92 3,048,090,000.17
Total equity attributable to shareholders of the HERIFAARRER A
Company 7,393,797,013.79 7.348,945,455.08
Non-controlling interests DEBR R 463,857,028.80 464,777,154.40
Total shareholder’s equity RREZS 7,857,654,042.59 7.813,722,609.48
Total liabilities and shareholder’s equity BENRRES A 16,813,585,724.40  16,735,385,231.51
Legal Representative: Person in charge of Person in charge of
accounting function: accounting department:
EEREA - FERHIEAEREA: FEIHREEEA
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FINANCIAL POSITION STATEMENT OF THE COMPANY
BE oy B B RS

Prepared by: Chongging Machinery & Electric Co., Ltd.
AR AL - TR AT R AR

Unit: RMB
R VAN STH

Notes 30 June 2022 31 December 2021
ltems BH BizE 30/06/2022 31/12/2021
Current assets: FBEE
Cash and cash equivalents B¥ES 1,478,411,783.60 1,279,307,981.49
Notes receivable ENEE - 3,000,000.00
Receivable financing FEW IR E - 700,000.00
Other receivables Hib YR XVIL1 F75 1 623,381,960.97 829,432,064.63
Including: Dividends receivable Heb AR XVI11 +75 11 474,645,084.94 627,057,698.22
Non-current assets due within one year —FERFEEREEE 555,464,695.00 411,364,037.90
Other current assets HibREEE 177,110.83 3,216,966.86
Total current assets RBEEA 2,657,435,550.40 2,527,021,050.88
Non-current assets: EREEE
Long-term receivables REERR 1,433,935,096.82 1,637,135,096.82
Long-term equity investments RORERE XVI.2 +75 2 5,039,486,326.98 4,874,597,954.24
Other equity instruments investment HigER T ARE 117,527,738.46 139,934,987.72
Property, plant and equipment EEEE 24,792,865.67 26,784,785.02
Construction in progress FEIRE 596,603.76 226,415.09
Right-to-use assets FREEE 14,576,973.29 =
Intangible assets B EE 19,931,521.95 20,792,715.58
Goodwill Gk 293,943.72 293,943.72
Other non-current assets EfERBEE 44,464,566.67 44,171,966.67
Total non-current assets FRBEERT 6,695,605,637.32 6,743,937,864.86
Total assets EEAGH 9,353,041,187.72 9,270,958,915.74
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FINANCIAL POSITION STATEMENT OF THE COMPANY (Continued)

AR EERER (H)

Prepared by: Chongging Machinery & Electric Co., Ltd. ~ Unit: RMB
WL B GARAT R ARNT
Notes 30 June 2022 31 December 2021
ltems g B3t 30/06/2022 31/12/2021
Current liabilities REBaE:
Short-term loans REER 100,091,666.67 150,162,708.33
Employee benefits payables FET8 T 2,288,500.54 2,603,676.61
Taxes and levies payables ERHE 240,955.89 211,154.58
Other payables HA TR 119,355,333.44 42,569,742 57
Including: Dividends payable AR R 110,539,204.62 =
Non-current liabilities due within one year —FRIEKERB A E 601,666,362.65 385,681,821.39
Total current liabilities rBaEaT 823,642,819.19 581,229,103.48
Non-current liabilities FRBAE
Long-term loans REBER 1,437,182,050.00 1,660,024,288.75
Lease liabilities HEEE 9,011,570.58 =
Deferred tax liabilities ERMEHAR 24,670,479.39 30,272,291.71
Total non-current liabilities FRBABSH 1,470,864,099.97 1,690,296,580.46
Total liabilities BEaH 2,294,506,919.16 2,271,525,683.94
Shareholder’s equity BRRRER
Share capital R 3,684,640,154.00 3,684,640,154.00
Capital reserves BARRE 140,716,900.00 140,716,900.00
Other comprehensive income Hipfra e 55,147,888.07 71,953,325.01
Surplus reserves o YN 458,884,723.60 458,884,723.60
Undistributed profit VAN bE 2,719,144,602.89 2,643,238,129.19
Total shareholder’s equity RREZ G 7,058,534,268.56 6,999,433,231.80
Total liabilities and shareholder’s equity BEARRERA 9,353,041,187.72 9,270,958,915.74

Legal Representative:

EERRA

Person in charge of

accounting function:

EEGHIEREA:

CHONGQING MACHINERY & ELECTRIC CO., LTD

@ INTERIM REPORT 2022

Person in charge of

accounting department:

SEHIBEREA



INTERIM CONDENSED CONSOLIDATED COMPREHENSIVE INCOME STATEMENT
I A A DA AT R

Prepared by: Chongging Machinery & Electric Co., Ltd. ~ Unit: RMB
ML EERERMGARAR B ARWIT

From January- From January-
Notes June, 2022 June, 2021
Items JEH fizE 202251-6 2021%1-6
1.Total operating revenue — BEAYA VI49 549 3,506,292,476.30  3,779,990,046.70
Including: Operating revenue LS £ 0N VA9 749 3,479,164,923.28  3,752,294799.98
Interest income MEHA V149 7% - 49 27,124,251.13 27,686,917.89
Transaction fees and commission income FEERAZKA VI.49 75 - 49 3,301.89 8,328.83
2.Total operating cost T BRERA 3,494,527,962.44  3,734,966,382.75
Including: Operating cost i BERE V49 749 2,885,890,485.98  2,982,120,693.14
Interest expenses e V149 7% - 49 4,387,541.61 4,235,054.63
Transaction cost and commission fees FEERALTH V149 75 49 89,753.28 137,615.10
Business taxes and surcharges BeRHm 29,305,668.75 27,304,383.89
Selling and distribution expenses HEEBR VI.50 75+ 50 130,272,768.98 165,254,650.65
Administrative expenses ERER VI51 75 51 282,591,576.61 316,696,179.45
Research and development expenses HEER VI52 75~ 52 146,040,802.66 195,570,527.96
Financial expenses HBER V153 7%+ 53 15,949,364.57 43,638,277.93
Including: Interest expenses i FIEER V153 75+ 53 38,247,387.20 43,119,839.38
Interest income FSKA VI53 75+ 53 10,344,356.53 9,859,658.25
Add: Other income i Hbles VI.54 75 54 35,596,531.88 33,878,532.41
Investment income (Loss listed with *-") RE W (BRI - 1585 VI55 75 55 156,909,789.03 169,685,043.25

Including: Income from investments in A HBECERNSBbENREKE
associates and joint ventures VI.55 7%+ 55 153,718,823.98 168,623,374.85

Gain arising from the changes in fair value DR EEEBREBAN - %R

(Loss listed with *-") 131 V156 75+ 56 1,721,289.75 469,411.15
Impairment loss of credit (Loss is listed by ") ERRERXBXN - RE]) VI57 % 57 -13,478,872.38 -83,686,903.19
Impairment loss of assets (Loss s listed by “-") BERBBRBRU - 5E5) VI.58 75~ 58 -68,595,219.86 -1,744,938.80
Gain on disposal of assets (Loss listed with ") BEREWE BRI - 5E7]) VI59 75 59 117,490,391.44 926,599.75
3.0perating profit (Loss listed with “-”) = BRNBUBRU - [RE5) 201,408,423.72 164,551,408.52
Add: Non-operating income s BRI VI.60 75 60 2,752,559.61 9,974,712.76
Less: Non-operating expenses B EENEE VI61 75 61 6,615,132.94 4,407 360.24
4.Total profit (Total loss listed with “-”) HIBEE(ERAREN - 5E5) 237,545,850.39 170,118,761.04
Less: Income tax expenses W EHER V162 75+ 62 49,959,653.55 16,294,357.02
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INTERIM CONDENSED CONSOLIDATED COMPREHENSIVE INCOME STATEMENT (Continued)

& D AR R AR (A)

Prepared by: Chongging Machinery & Electric Co., Ltd. ~ Unit: RMB
AR - EERERMARAR R ARWT

From January-

From January-

Notes June, 2022 June, 2021
ltems R i 202251-65 202151-64
5.Net profit (Net loss listed with “-”) I FHECEEEMU - 5E5) 187,586,196.84 153,824,404.02
(1) Classification by continuing or discontinued (—)REEREEHE
operation 187,586,196.84 153,824,404.02
1.Net profit attributable to continuing operation 1HEREFNEORBRIN - 5E5)
(Net loss listed with “-") 187,586,196.84 153,824,404.02
2.Net profit attributable to discontinued S FRIB(FERU - I5REF)
operation (Net loss listed with *-") - -
(2) Classification by ownership (D) RMEEEBIR 187,586,196.84 153,824,404.02
1.Net profit attributable to shareholders of the 1 BBRRARMEERFHE
controlling company 176,366,072.37 138,391,342.55
2.Net profit attributable to non-controlling PR (b
interests 11,220,124.47 15,433,061.47
6.Net other comprehensive income after tax A Ef&ﬁ‘*%’éﬂﬁm}m V163 75 63 -26,742,545.46 63,601,495.33
Net other comprehensive income after tax attributable SRRMEENEAR SRR HE
to shareholders of the Company V146 75 - 46 -21,356,720.21 64,409,493.43
(1). Other comprehensive incomes that cannot be () RgEENBEERRE AN
reclassified into profit or loss VI46 75 46 -16,805,436.94 62,259,026.94
1.Changes from recalculation of defined benefit 1B ER TR ast 2R DS
plan V146 7< - 46 - -
2 Transfer changes of defined benefit plan to 2REX SR Y REER A
retained earnings V146 7~ - 46 - -
3.Changes in fair value of other equity SEMERTAREALBER
instrument investments VI.46 7% - 46 -16,805,436.94 62,259,026.94
(2). Other comprehensive income that can be (DIBENBEBRNEMEGA NG
reclassified into profit or loss N 46 -4,551,283.27 2,150,466.49
1 Effective part of cash flow hedging 1RENEEHANHS -15,328,887.25 -2,299,686.90
2 Effective portion of net investment hedging 2EREEMBRNENHS
gains and losses VI.46 7% - 46 - -
3.Translation differences of financial statements IR BRENEER
in foreign currencies VI.46 75 46 10,777,603.98 4,450,153.39
Net other comprehensive income after tax attributable SRR OERROH bR ARENTIEFE
to non-controlling interests -5,385,825.25 -807,998.10
7.Total comprehensive income tBRUESE 160,843,651.38 217,425,899.35
1.Total comprehensive income attributable to (—)BBRERARRNGENHEE
shareholders of the Company 155,009,352.16 202,800,835.98
2.Total comprehensive income attributable to non- (Z)BBRVERENGA YR EE
controlling interests 5,834,299.22 14,625,063.37
8.Eamings per share N BB
1Basic earnings per share (=) ERERKES (/) 0.05 0.04
2 Diluted eamnings per share (Z)RBsRE(T/R) 0.05 0.04
Legal Representative: Person in charge of Person in charge of
accounting function: accounting department:
EEREA - TESHTEEEA BEREBEA

INTERIM REPORT 2022
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INCOME STATEMENT OF THE COMPANY
K5 w R

Prepared by: Chongging Machinery & Electric Co., Ltd. Unit: RMB
AR - R A IR A R BAL  ARWOT

From January-

From January-

Notes June, 2022 June, 2021
ltems ER iz 2022%1-68 20215167
1.0perating revenue - EERA 753 529,450.92 616,990.65
Less: operating cost B BERA = -
Business taxes and surcharges e Rm 259,105.90 298,411.97
Selling and distribution expenses HEER - -
Administrative expenses TEER 22,730,532.24 19,963,428.29
Research and development expenses HEER = -
Financial expenses HBER -856,636.74 -0,094,952.61
Including: Interest expenses e RIS EA 38,409,381.41 36,130,118.07
Interest income MBIA 41,333,512.46 35,172,538.63
Add: Other income m: Els 22,262.92 55,642.96
Investment income (Loss listed with *-") REWEH(BRU - 1585 XVI4 54 208,026,965.88 221,393,446 51
Including:Income from investments in associates Heb HEEPERNAECENREKS
and joint ventures XVI4 F75 4 382,461,599.91 164,013,269.01
Impairment loss of credit (Loss is listed by “") ERRERK BRI - I57HE5) = -
Gain on disposal of assets (Loss listed with “-") BERE W (BAU - 50851) = -
2.0perating profit (Loss listed with “-”) = BERBUBEMU - [HE) 186,445,678.32 210,899,192.47
Add: Non-operating income BRI - 4,060.00
Less: Non-operating expenses PR 15 i - -
3.Total profit (Loss listed with “-”) = NRLB(BRAEN - KE5) 186,445,678.32 210,903,252.47
Less: Income tax expenses B FSHER - _
4.Net profit (Net loss listed with “-”) BRECREEU - RE5) 186,445,678.32 210,903,252.47
(1) Net profit attributable to continuing operation ( JBEESFHE(FHRU - 58
(Net loss listed with *-") 186,445,678.32 210,903,252.47
(2) Net profit attributable to discontinued operation ()R IEEEFRECFBEU - I5RET])
(Net loss listed with *-") - -
5.Net other comprehensive income after tax kil Ef’@‘ﬁﬂ&?&ﬂ’ﬂﬁé@%ﬁ - -
1. Other comprehensive incomes that cannot be ()M EESBERREN A lE
reclassified into profit or loss - -
(1) Changes from recalculation of defined benefit 1 EMT R TR ai 288 E
plan - -
(2) Transfer changes of defined benefit plan to LHER G R DELER TR
retained earnings - -
(3) Changes in fair value of other equity instrument SEMERTARENLBEED
investments - -
2. Other comprehensive income that can be (Z)RENBEREN A A e
reclassified into profit or loss - -
1 Fffective portion of net investment hedging LERAEHIRRNANES
gains and losses - -
2.Translation differences of financial statements in 2B BHRRITEER
foreign currencies - -
6.Total comprehensive income Ao RERGAE 186,445,678.32 210,903,252.47

Legal Representative:

EERRKRA

Person in charge of

accou nting function:

TEEFIEREA:

Person in charge of

accounting department:

SERBREA

EEHRERMNAR
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
HHAfG S B S E R

Prepared by: Chongging Machinery & Electric Co., Ltd. ~ Unit: RMB
ML EERERMARAR B0 ARW¥IT

From January- From January-
Notes June, 2022 June, 2021
ltems ER i 202251-65 202151-64
1. Cash flows from operating activities - REIBELNRENE:
Cash received from sales of goods and rendering of HERM  RESHRIMAE
services o 3,153,648,209.49 3,175,294,820.13
Net increase in customer deposits and interbank EPRHNAZFHETENE
deposits . -56,439,335.13 -208,619,567.75
Cash received from interest, surcharges and KBFE FEERAENRS
commission fee — 27,127,553.02 29,324,447.29
Cash received from tax refund %‘Jﬁﬁﬁkﬁ 5,230,414.99 10,732,958.07
Cash received relating to other operating activities WHEpESREHARNR 605,445,193.33 511,640,865.80
Sub-total of cash inflows from operating activities LETBRERANG 3,735,012,035.70  3,518,373,523.54
Cash paid for goods and services BE@M ?ﬁ“**ﬁ%i’iﬁﬁ’\]ﬁﬁ 2,371,598,802.40  2,352,204,327.74
Net increase in loans and advances to customers BEFERRBTHEME -146,482,275.95 36,289,122.75
Net increase in central bank and interbank payments Tﬁﬁlqﬂ%fﬁﬁﬂﬂﬁ SIERENE -15,461,089.48 -7,175,769.43
Cash paid for interest, surcharges and commission fee ZRFE S ?Zf‘i?&ﬁﬁﬁ’]ﬁi 4,477,294.89 5793,845.79
Cash paid to and on behalf of employees XMRBINRARI I NNRE 501,150,111.36  546,267,560.54
Payments of taxes and surcharges XNMEEHE 142,083,759.23 187,371,463.05
Cash paid relating to other operating activities XTEMESRESERNA 627,054,546.86 526,083,528.65
Sub-total of cash outflows from operating activities BEIHRESTL 3,484,421,239.31  3,646,834,079.09
Net cash flows from operating activities BeIHELNRERERH 250,590,796.39 -128,460,555.55
2. Cash flows from investment activities ZRETHELNRERE
Cash received from return of investments Hﬁl@&ﬁ%‘mfﬁﬁ 80,317,149.04 229,700,000.00
Cash received from investments income NEREREKIMRE 160,326,495.83 120,527,262.39
Net cash received from disposal of fixed assets, J% EIEﬁF R AENA RS
intangible assets and other long-term assets ’éEW@E’QfE$>¥%ﬁ 168,302,995.27 16,445,504.98
Cash received relating to other investing activities KEHpEREEHEENRS - -
Sub-total of cash inflows from investing activities RERBRESFANG 408,946,640.14 366,672,767.37
Cash paid to acquire fixed assets, intangible assets BRETAE  BVAENAMRHY
and other long-term assets AEIANRE 34,485,814.19 25,207 473.40
Cash paid for investments REXNNRE 281,617,149.04  212,000,000.00
Cash paid relating to other investing activities XNEBEREEHEENR S = 3,207 518.74
Sub-total of cash outflow from investing activities RETBREMM NGt 316,102,963.23 240,434,992.14
Net cash flows from investing activities RETHELNRERERE 92,843,676.91 126,237,775.23

INTERIM REPORT 2022
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

A R R

Prepared by: Chongqing Machinery & Electric Co., Ltd.

MR ()

Unit: RMB

ImdEAL  EEERMAMRAR A AR¥OT
From January- From January-
Notes June, 2022 June, 2021
ltems BB i 2022%1-68 20215167
3. Cash flows from financing activities = EBETHELNBLRE
Cash received from investments AR EWEIRBE & ‘ - 330,000.00
Including: cash received by subsidiaries from i FARRYKD IR A WS
investment of non-controlling interests /E'Jfﬁti - 330,000.00
Cash received from loans granted nEEFMKEINRS 887,846,936.38  1,024,102,431.07
Cash received relating to other financing activities 45( [EEEEEHERNRS = -
Sub-total of cash inflows from financing activities EETEHREFANG 887,846,936.38  1,024,432,431.07
Cash paid for repayment of borrowings [BREBAH ﬁﬁﬁ’ﬁ/iﬁ 875,582,644.00 922,715,545.00
Cash paid for dividends, profits or payments of AERF - FERERF AT
interests B 63,084,565.47 45,612,993.92
Including: dividends and profits paid to non-controlling e %’/}ﬂi’iﬁ%@@ﬂﬁﬁ’\]ﬂﬁ
interests by subsidiaries IRl g 14,757,439.56 5,746,345.00
Cash paid relating to other financing activities IREMESEEHERNRS 87,227,270.38 38,932,318.64
Sub-total of cash outflows from financing activities BEETBRSRM Mot 1,025,894,479.85  1,007,260,857.56
Net cash flows from financing activities EETHELNRERERE -138,047,543.47 17171 573.51
4, Effects of changes in exchange rate on cash and CEXLBHRSRACSEINTE
cash equivalents -1,698,937.87 -1,457,731.16

5. Net increase in cash and cash equivalents
Add: opening balance of cash and cash equivalents

6. Balance of cash and cash equivalents at the end of
this period

I RERREEENFRME

203,687,991.96
in: SR KA SENGE

1,828,414,971.96

13,491,062.03
1,327,289,120.69

A BRRERASSENRE

VIGAQR) 75 64(2)  2,082,102,963.92

1,340,780,182.72

Legal Representative:

EEREA

Person in charge of
accounting function:
En = u-‘—IMEE\E\}\

Person in charge of

SERBREA

accounting department:
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CASH FLOWS STATEMENT OF THE COMPANY
B0 A B i R

Prepared by: Chongging Machinery & Electric Co., Ltd. ~ Unit: RMB
ML EERERMARAR B0 ARW¥IT

From January-

From January-

Notes June, 2022 June, 2021
ltems Mz 2022%1-68 202151-6
1. Cash flows from operating activities - BERDRENRERE
Cash received from sales of goods and rendering HEER - RESBRINRE
of services N - -
Cash received from tax refund WEIHREE 3,536,780.63 17,221.78
Cash received relating to other operating activities BIEhBLE T ERNES 13,601,940.69 8,927,279.45
Sub-total of cash inflows from operating activities BEEBREFANG 17,138,721.32 8,944,501.23
Cash paid for goods and services REEm - BXOHXNNAS - -
Cash paid to and on behalf of employees X EBINRARIZMNA S 9,586,183.79 10,802,260.57
Payments of taxes and surcharges iﬁﬁﬁ%lﬁ{ﬂ% 635,154.59 609,962.69
Cash paid relating to other operating activities X EMESRESERNRS 45,727,044.74 46,772,083.90
Sub-total of cash outflows from operating activities BEFHHESRL T 55,948,383.12 58,184,307.16
Net cash flows from operating activities BEIHEENRERETE -38,809,661.80 -49,239,805.93
2. Cash flows from investment activities S RETHELNASHKE
Cash received from return of investments Hﬁl@?ﬁﬁ%ﬂﬁ?fﬁﬁ 8,700,000.00 8,700,000.00
Cash received from investments income DGR M3 E’]fﬁﬁ \ 204,669,165.60 119,592,894.89
Net cash received from disposal of fixed assets, REETEE ﬂﬂxﬁﬁiﬂlﬁm&ﬁﬁﬁ
intangible assets and other long-term assets EfREINAS #8 - -
Cash received relating to other investing activities I EtERE RS EENRS 693,686,683.79 290,167,643.00
Sub-total of cash inflows from investing activities REZBRERAN 907,055,849.39 418,460,537.89
Cash paid to acquire fixed assets, intangible assets BRETEE  EVAENEMRSE
and other long-term assets EMXANRE 516,731.34 -
Cash paid for investments REXNHRE - _
Cash paid relating to other investing activities XEMEREEHERNRS 564,306,190.74 641,772,113.00
Sub-total of cash outflow from investing activities BREEBRERH NG 564,822,922.08 641,772,113.00
Net cash flows from investing activities REZBELNRERERE 342,232.927.31  -223,311,575.11

CHONGQING MACHINERY & ELECTRIC CO., LTD
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CASH FLOWS STATEMENT OF THE COMPANY (Continued)
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Prepared by: Chongqing Machinery & Electric Co., Ltd. ~ Unit: RMB
ML EERERMGARAR B ARWIT

From January- From January-
Notes June, 2022 June, 2021
ltems ER i 2022%1-68 20215167
3. Cash flows from financing activities E‘ﬁﬁ%?ﬁi%ﬁﬁﬁgi
Cash received from loans granted 81‘%@&7% 460,000,000.00  742,000,000.00
Cash received relating to other financing activities YEHEpREEEDEENES 48,745,332.48 =
Sub-total of cash inflows from financing activities EETHRSAANG 508,745,332.48 742,000,000.00
Cash paid for repayment of borrowings EREBX MRS 522,600,000.00 273,000,000.00
Cash paid for dividends, profits or payments of ARRA - FEREAFEZHHRE
interests . 36,793,613.08 17,201,415.29
Cash paid relating to other financing activities XHMESEEHEANR S - -
Sub-total of cash outflows from financing activities EETHRSRM NG 550,393,613.08 290,201,415.29
Net cash flows from financing activities BERHELNRERERE -50,648,280.60  451,798,584.71
4, Effects of changes in exchange rate on cash and (ERLBURIRRESENNTE
cash equivalents -1,106,609.19 -706.95
5. Net increase in cash and cash equivalents i ﬁﬁ&ﬁﬁ%ﬁ%%‘%ﬂﬂ%ﬁ 251,668,375.72 179,246,496.72
Add: opening balance of cash and cash equivalents BB RRLEEBNRE 1,169,128,891.64  1,029,380,182.10
6. Balance of cash and cash equivalents attheend 75 * BRRERRESENHE
of this period 1,420,797,267.36 1,208,626,678.82
Legal Representative: Person in charge of Person in charge of
accounting function: accounting department:
EEREA FEGHIEARA: FEREATA
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STATEMENT OF CHANGES IN EQUITY OF THE COMPANY (Continued)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

£ 45 P 5 R P A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

L.

@

GENERAL INFORMATION

Chongqging Machinery & Electric Co., Ltd. (the “Company”) was
established on 27 July 2007 as a joint share company with limited
liability by Chongqing Machinery & Electronics Holding (Group)
Co., Ltd. ("CQMEHG”), Chongqging Yufu Capital Operation
Group Co., Ltd (“Yufu company”, previously called Chongqging
Yufu Assets Management Co., Ltd), China Huarong Assets
Management Co., Ltd. (“Huarong Company”), and Chongging
Construction Engineering Group Co. Ltd. (“CCEG”, originally
named Chongging Construction Engineering Group Co., Ltd).
The address of the Company’s registered office is No. 60, Middle
Section of Huangshan Avenue,New North Zone,ChongaqingCity,
the PRC. The Company’s headquarter is located in Chongging,
the PRC. The parent company and the ultimate controlling
shareholder is Chongging Machinery & Electronics Holding
(Group) Co. Ltd. The Company was established with a registered

capital of 2,679.74 Million (RMB1 per share).

On 13 June 2008, the Company publicly issued 1,004.90 million
H shares to foreign investors with approval of the Circular
“Zhengjian Xuke [2008] No. 285” of the China Securities Regulatory
Commission, and the shares were listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). After issuing the

shares, the total share capital increased to RMB3,684.64 million.

As of June 30,2022, the registered capital of the Company was
RMB3,684,640,154 yuan. The Company and its Subsidiaries
(hereinafter collectively referred to as “the Group”) are mainly
engaged in the manufacturing, sales and services of clean energy

equipment and high-end intelligent equipment.

The consolidated financial statements have been approved for

issue by the Board of Directors of the Group on 24 August 2022.

INTERIM REPORT 2022
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

IL.

I11.

H 1T B 5 O B B B M R ()

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)

SCOPE OF CONSOLIDATED FINANCIAL
STATEMENTS

The scope of consolidated financial statements of the Group
includes 37 companies such as Chongqging General Industry
(Group) Co., Ltd., Chongging Pigeon Electric Wires & Cables
Co., Ltd. (“Pigeon Wires”) and Chongaing Water Turbine Works
Co., Ltd..

For details, please refer to relevant content as set out in “VII.
CHANGES IN CONSOLIDATION SCOPE” and “VIII. INTEREST
IN OTHER ENTITIES” of this note.

BASIS FOR THE PREPARATION OF FINANCIAL
STATEMENTS

1. Basis of preparation

The financial statements are prepared in accordance with
the Accounting Standard for Business Enterprises — Basic
Standard, and the specific accounting standards and other
relevant regulations issued by the Ministry of Finance on
15 February 2006 and in subsequent periods (hereafter
collectively referred to as “the Accounting Standards
for Business Enterprises” or “CAS”) and the disclosure
requirements in the Preparation Convention of Information
Disclosure by Companies Offering Securities to the Public
No.15-General Rules on Financial Reporting issued by the
China Securities Regulatory Commission, Hong Kong's
“Companies Ordinance “, the Listing Rules of Hong Kong
Stock Exchange and based on the accounting policies
and accounting estimates set out in “IV. SIGNIFICANT
ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES”

in this note.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Hh ST 5 O B S BB P G ()

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4% 06 H 30 H

(All amounts are presented in RMB except otherwise stated) (A< A B H Mk BRI EE AL > BLLARMEICHIR)

III. BASIS FOR THE PREPARATION OF FINANCIAL = ~ M5 #Rk ity 4 SR 5 (4)

STATEMENTS (CONTINUED)

2. Going concern 2.

The financial statements are prepared on a going concern
basis. The Group has a history of recent profitable operations
and financial support, so it is reasonable to prepare financial

statements on a going concern basis.

Fra e
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IV. SIGNIFICANT ACCOUNTING POLICIES AND WM - H2 6t BOR & &al st

ACCOUNTING ESTIMATES

Specific accounting policies and accounting estimates are AEERBEREELE RIS ENARES
formulated by the Group based on actual manufacturing and FTRENGH G EEEEBH  BKRFIA

operating characteristics including business cycle, recognition

and measurement of provision for bad debts of accounts

REBNERNGE  BHFEHE  F
""""" BRFENE BEEBEENBRITE

receivable, inventory cost flow assumptions, measurement of FE BEEESE MBRERERNEK

net realizable value of inventory, classification and depreciation B ARG ES -

method of fixed assets, amortization of intangible assets,
capitalization of research and development expenses, recognition

and measurement of revenue, etc.

1. Declaration on Compliance with CAS 1.

The Company complied with the requirements of CAS in
preparing its financial statements, which give a true and
full view of the financial position, financial performance and

cash flows of the Group.

2.  Accounting Period 2.

The Group’s accounting period is from 1 January to 31

December.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
H R A 1 S S BRI R ()

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (4% FAH5 & M sE BRAFRIEE WIS » $HRLANRBETIIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()
ACCOUNTING ESTIMATES (CONTINUED)

Business Cycle 3. BEEM

The Group treats 12 months as a business cycle and the AEEEXRARA120A - WAEES
criteria for classifying current and non-current assets and BEMBENREESRIDZE -
liabilities.

Functional Currency 4.  GCHRAHLWY

The Group’s functional currency is Renminbi (RMB). The
financial statements of the Group are expressed in RMB

unless otherwise stated.

The subsidiaries decide their own functional currency
according to the main economic environment in which they
operate. Their functional currency converts to RMB when

the financial statements were prepared.

Measurement for Business Combinations under Common
Control and Business Combinations not under Common

Control

As the merging party, assets acquired and liabilities
obtained by the Group through a business combination
under common control shall be measured at their carrying
amounts of the combined party in the ultimate controlling
party’s consolidated financial statements at the consolidation
date. The differences between the carrying amount of
the net assets acquired and the carrying amount of the
consideration paid should be adjusted in the capital reserve.
If capital reserve is not sufficient for offsetting, the retained

earnings shall be adjusted.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4% 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

o

Measurement for Business Combinations under Common
Control and Business Combinations not under Common

Control (continued)

The identifiable assets, liabilities and contingent liabilities
acquired in the merger of enterprises not under the same
control are measured at fair value on the acquisition date.
The consolidation cost is the sum of fair value of cash
paid or non-cash assets paid to get control of acquiree,
liabilities issued or assumed, equity securities issued and
all other direct costs during business combination (for those
business combination achieved in stages, the consolidation
cost equals to the sum of each transaction). The excess of
consolidation cost over the fair value of net identifiable assets
of the acquiree shall be recognised as goodwill. It should
reassess the fair value of all identifiable assets achieved
through business consolidation, liabilities or contingent
liabilities, non-cash assets or equity securities issued if
the consolidation cost is less than the fair value of net
identifiable assets. After reassessment, if the consolidation
cost is still less than the fair value of net identifiable assets
of the acquiree, the excess shall be recognised into non-

operating income.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()
ACCOUNTING ESTIMATES (CONTINUED)

6. Preparation of Consolidated Financial Statements 6. o UF R R 0 AR RO
The consolidated financial statements included all REEGAAZEHNTFREMAS G
subsidiaries and special purpose entities that the Company R EE o

has effective control.

ERHEAHMBHRRE - FARER
SERANGTHRERSAHE
B RREEN SRR G HHEY
FRBMBRRETVRANFE -

In preparing the consolidated financial statements, where
the accounting policies and the accounting periods of
the Group and subsidiaries are inconsistent, the financial
statements of the subsidiaries are adjusted in accordance
with the accounting policies and the accounting period of

the Group.

All major internal transactions, current balances and
unrealized profits within the scope of the merger shall

be offset at the time of preparation of the consolidated

AHBEANMBEEARNTRS - EK
HE L ARBRMNEESFRRBEEE T
A - FRARNMABEEERT TER

BRANMDENREHFER - B4R
GG RiFa WS AER BN DBRR
net profit and loss, other comprehensive income and the RN - DAlES I EmERT
BRRER - LERRER BERD
IR E AR & W M BB N D Bk
REiRE W m BB B FIR -

statements. The share of the owner’s equity of a subsidiary
that does not belong to the parent company and the current

9\

7

share of the total comprehensive income that belongs
to the minority shareholders’ equity shall be listed as
“Minority Interests”, “Non-controlling Interest” and “Other
Comprehensive Income” attributable to “Non-controlling
Interest and total comprehensive income” attributable to non-

controlling interest in the consolidated financial statements.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4F 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

ACCOUNTING ESTIMATES (CONTINUED)

6.

Preparation of Consolidated Financial Statements

(continued)

For the subsidiaries consolidated under common control,
its operating results and cash flows shall be included in
the consolidated financial statements from the beginning
of the consolidated period. When preparing comparative
consolidated financial statements, Adjust the related items of
prior year’s financial statements are adjusted. The reporting
subject formed after the merger is always present since the

time when the ultimate controlling party began to control.

For the subsidiary acquired through the business combination
not under common control, operating results and cash flows
should be included in the consolidated financial statements
from the date on which control is transferred to the Group.
When preparing consolidated financial statements, it shall
adjust the financial statements of the subsidiary company on
the basis of the fair values of the identifiable assets, liabilities

and contingent liabilities determined on the acquisition date.

The Group partially disposes of the long-term equity
investments in subsidiaries without loss of control. In the
consolidated financial statements, the difference between
the disposal price and disposal of long-term equity
investments shall be subject to the share of net assets
that the subsidiaries continue to calculate from the date
of purchase or the date of combination shall adjust capital
premium or equity premium. If the capital is not sufficient for

offsetting, the retained earnings shall be adjusted.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)

IV. SIGNIFICANT

ACCOUNTING ESTIMATES (CONTINUED)

6.

Preparation of Consolidated Financial Statements

(continued)

When disposing of part of the equity investment and losing
control of the entity, the Group shall re-measure the fair
value of the remaining equity investment subsequent to
the disposal at the date when the Group lost control. when
preparing the consolidated financial statements, The sum
of the disposal consideration amount and the fair value of
the remaining equity investment less the difference between
the share of the net assets that the original subsidiary from
the acquisition date or the combination date, the difference
is recorded in the loss of control investment income in
the current period and write down the goodwill. Other
comprehensive income related to the equity investment of
the original subsidiaries shall be transferred to investment
profit and loss in the current period when the control was

lost.

The Group disposes of the equity investment in the
subsidiary through multiple transactions until it loses
control. When several transactions related to the disposal
of equity investment in a subsidiary until the control over
the subsidiary is lost belong to transactions in a basket,
each of which is accounted for as disposal of a subsidiary
with a transaction until the control over a subsidiary is lost;
however, the different between the amount of disposal prior
to the loss of control and the net assets of a subsidiary
attributable to the disposal investment shall be recognized
as other comprehensive income in consolidated financial
statements and transferred to profit or loss at the time when

the control is lost.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

ACCOUNTING ESTIMATES (CONTINUED)

6.

Preparation of Consolidated Financial Statements

(continued)

All significant intra-group balances, transactions and
unrealized profits are eliminated in the consolidated
financial statements. The portion of subsidiaries’ equity
and the portion of subsidiaries’ net profits and losses and
comprehensive incomes for the period not attributable to
the Company are recognized as non-controlling interests
and presented separately in the consolidated financial
statements under equity, net profits and total comprehensive
income respectively. Unrealized profits and losses resulting
from the sale of assets by the Company to its subsidiaries are
fully eliminated against net profit attributable to shareholders
of the Company. Unrealized profits and losses resulting
from the sale of assets by a subsidiary to the Company
are eliminated and allocated between net profit attributable
to shareholders of the Company and minority interests in
accordance with the allocation proportion of the parent in the
subsidiary. Unrealized profits and losses resulting from the
sale of assets by one subsidiary to another are eliminated
and allocated between net profit attributable to shareholders
of the Company and minority interests in accordance with

the allocation proportion of the parent in the subsidiary.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

IV. SIGNIFICANT

HH ST 5 O B S BB R G ()

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

7e

Cash and Cash Equivalents

Cash in the Group’s cash flows statement represents cash
on hand and deposits that can be readily draw on demand.
Cash equivalents in the cash flow statement represent short-
term (3 months or less), and highly liquid investments that
are readily convertible to known amounts of cash and which

are subject to insignificant risk of change in value.

Foreign currency transactions and translation of financial

statements denominated in foreign currency

(1) Foreign currency transactions

Foreign currency transactions are translated into RMB
at the spot exchange rate of the transaction dates. On
balance sheet date, foreign currency monetary items
are translated into RMB at the spot exchange rate
of balance sheet date. Exchange differences arising
from these translations are recognised in profit or loss
for the current period, except for those attributable
to foreign currency borrowings that have been taken
out specifically for the acquisition or construction of
qualifying assets, which are capitalised as part of the

cost of those assets.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

H S I B B R R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated) (A< A B H Mk BRI EE AL > BLLARMEICHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZE5HEOR & Gst it ()

ACCOUNTING ESTIMATES (CONTINUED)

8. Foreign currency transactions and translation of financial 8. APESEB AN A s R A ()

statements denominated in foreign currency (continued)

(2) Translation of foreign currency financial statements (2) MBI BHRER T

Asset and liability items in the balance sheet of
foreign operations are translated at the spot exchange
rates at the balance sheet date; equity items other
than undistributed profits are translated at the spot
exchange rates at the date of the transactions.
Income and expense items in the income statements
are translated at the spot exchange rate at the date
of the transactions. The foreign currency statement
translation difference arising from the above conversion
shall be listed in other comprehensive income item. The
impact of the foreign currency translation on the cash

is presented in the cash flow statement separately.
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9. Financial Assets and Financial Liabilities 9. SxRbE E 4Rk
The Group recognizes a financial asset or liability when it AEEXR A IAES RN —HRER
enters a financial instrument contract. —EeREESERAE -
(1) Financial assets 1) sREE

1)  Classification, recognition basis and measurement of

financial assets

Based on the business mode for management
of the Group and cash flow characteristics of
contracts, the financial assets are classified
into the following categories:(i)financial assets
measured at amortized cost; (ii) financial assets
at fair value through other comprehensive income;
(iii) financial assets at fair value through profit

or loss.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

9. Financial Assets and Financial Liabilities (continued)

(1) Financial assets (continued)

1)

Classification, recognition basis and measurement of

financial assets (continued)

The Group classifies the financial assets into
financial assets as subsequently measured at
amortized cost if all the following conditions
are met: a) The objective of the business model
within which the asset is held is to hold assets in
order to collect contractual cash flows, and b) the
contractual terms of the financial asset give rise
on specified dates to cash flows that are solely
payments of principal and interest on the principal
outstanding. Such financial asset is measured
initially at its fair value, the relating transaction
costs shall be recognized into the initial amount of
the financial asset, and is subsequently measured
at amortized cost. Except for the case that the
financial asset is designated for hedging project,
gain or loss arising from derecognition, impairment
or amortization for the difference between the
initial amount and the amount due using the
effective interest method are recorded in current
profit or loss. These financial assets include cash
at bank and on hand, notes receivable, accounts
receivable, other receivables, contractual assets,
debt investments and long-term receivables. Debt
investments and long-term receivables due within
1 year (inclusive) at the balance sheet date are
listed as the current portion of non-current assets;
at acquiring date, debt investments with maturities
within one year (inclusive) are listed as other

current assets.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4F 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

©

1)

Financial Assets and Financial Liabilities (continued)

(1) Financial assets (continued)

Classification, recognition basis and measurement of

financial assets (continued)

The Group classifies the financial assets into
financial assets as measured at fair value through
other comprehensive income if all the following
conditions are met: a) the financial asset is
held within a business model whose objective
is achieved by both collecting contractual cash
flows and selling financial assets, and b) the
contractual terms of the financial asset give rise
on specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding. Such financial asset is
measured initially at its fair value, and the relating
transaction costs shall be recognized into the
initial amount of the financial asset. Gain or loss
incurred by financial assets measured at fair value
through other comprehensive income excepting
the case that the financial asset is designated
for hedging project shall be recognized in other
comprehensive income except the impairment
loss or gains, foreign exchange profit or loss, and
interests calculated by the effective interest rate
method of financial assets. When the financial asset
is derecognized, accumulated gains or losses
previously recognized in other comprehensive
income shall be transferred to current profit or
loss from other comprehensive income. These
financial assets are listed as receivables financing

and other equity instrument investments.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

9. Financial Assets and Financial Liabilities (continued)

(1) Financial assets (continued)

1)

2)

Classification, recognition basis and measurement of

financial assets (continued)

The Group lists those debt instruments that do
not meet the criteria for amortised cost or fair
value through other comprehensive income as
financial assets held for trading that are measured
at fair value through profit or loss. At the initial
recognition, for eliminating or dramatically reducing
accounting mismatch, the Group specifies parts of
financial assets as those measured at fair value

through current profit or loss.

Equity instruments

The Group recognises its equity instruments
that have no control, joint control and significant
influence on the fair value through profit or loss
and list them as financial assets held for trading;
the equity instruments that are expected to be held
for more than a year from the balance sheet date

are listed as other non-current financial assets.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

o

Financial Assets and Financial Liabilities (continued)

(1) Financial assets (continued)

2)

3)

Equity instruments (continued)

Besides, the Group specifies certain non-tradable
equity instrument investments as financial assets
that are measured at fair value through other
comprehensive income and presented as other
equity instrument investments. The relevant
dividend income of such financial assets is

included in the current profit and loss.

Recognition basis and measurement of transferring

financial assets

The Group will derecognized the financial asset
if one of the following conditions is satisfied: (a)
The contractual rights to collect the cash flows
from the financial asset terminate; (b) When the
financial asset is transferred, and the Group
transfers substantially all the risks and rewards
of ownership of the financial asset; (c) When the
financial asset is transferred, the Group neither
transfers nor retains substantially all the risks and
rewards of ownership of the financial asset and

has not retained control.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

9. Financial Assets and Financial Liabilities (continued)

(1) Financial assets (continued)

3)

Recognition basis and measurement of transferring

financial assets (continued)

When a transfer of the financial asset qualifies
for derecognition, the difference between the
carrying amount of the financial asset transferred
and the sum of the consideration received from
the transfer and the cumulative amount of changes
in fair value that has been previously recorded
in other comprehensive income, is recorded in
current profit or loss (the contractual terms of
the financial asset give rise to cash flows that are
solely payments of principal and interest on the

principal amount outstanding).

If a transfer of part of a financial asset qualifies
for derecognition, the carrying amount of the
entire financial asset transferred is allocated
between the part that is derecognized and the
part that continues to be recognized, based on
the respective fair values of those parts. The
difference between the sum of consideration
received from the transfer and cumulative amount
of changes in fair value that shall be allocated to
the part derecognized which has been previously
recognized in other comprehensive income and
the above allocated carrying amount, is recorded
in current profit or loss (the contractual terms of
the financial asset give rise to cash flows that are
solely payments of principal and interest on the

principal amount outstanding).
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
H R A 1 S S BRI R ()

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4% 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

ACCOUNTING ESTIMATES (CONTINUED)

9. Financial Assets and Financial Liabilities (continued)

(1) Financial assets (continued)

4)

Impairment of financial assets

On the basis of expected credit losses, the
Group performs impairment treatment on the
financial assets at amortized cost, debt instrument
investments, loan commitments and contract
assets at fair value through other comprehensive

income, and recognize the loss provision.

Based on reasonable information such as
past events, current conditions and economic
forecasts, the Group calculate the default-risk-
weighted present value of the difference between
the agreed and expected cash flow to project the

default loss of our contracts.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

9.

Financial Assets and Financial Liabilities (continued)

)

Financial assets (continued)

4)

Impairment of financial assets (continued)

The Group measures loss provisions according to
the following circumstances: (i) the credit risk on a
financial instrument has not increased significantly
since initial recognition, the Group measure the
loss allowance for that financial instrument at an
amount equal to 12-month expected credit losses;
(ii) the credit risk on a financial instrument has
increased significantly, the Group measure the
loss allowance for that financial instrument at
an amount equal to full lifetime expected credit
losses; (iii) financial asset is considered credit-
impaired at the time of acquisition or at the
beginning, the Group measure the loss allowance
for that financial instrument at an amount equal
to full lifetime expected credit losses. Except for
the amounts of which the credit loss rate can be
expected with the obvious evidence, the Company
calculates the expected credit loss on a group

basis.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

H S I B B R R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated) (A< A B H Mk BRI EE AL > BLLARMEICHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND
ACCOUNTING ESTIMATES (CONTINUED)

9. Financial Assets and Financial Liabilities (continued)
(1) Financial assets (continued)

4)  Impairment of financial assets (continued)

(i) The Group classifies notes receivable,
accounts receivable and other receivables
into several groups according to the credit
risk characteristics and calculates the
expected credit losses on a group basis.
The basis of determination of groups is as

follows:

Classification and basis of notes receivable:

Name of groups

HEERH

M- EEGEHEOR kst ()

9. & RIE LR A ()
(1) BHEE )
4)  BRE A ()

® AEEKEEARRE
B ENEE - B
REREMERZE D A
EFHE  EHEER
LREEREREBL -
B HHENEREAK
LN

ERERE D EE KK
o

Basis of determination of groups

Bl kE

Bank acceptance notes

RITEER

Trade acceptance bill

EEZSUTS

Banks with low credit risk

ERRRRERITRE

Notes other than bank acceptance bills

BRIRTTAGLE RS ) H R i%

Accountsreceivable division and combination

and basis:

Name of groups

HEERH

FEW BR KB DA A MK E

Basis of determination of groups

&80 H&kiB

Related company funds
B2 NCIF /O

Quality margin portfolio
ZreMa

Good combination of repayment within
credit period
ERBANERRITFES

General customer fund portfolio
—REFFRIBES

Funds formed from transactions with related
companies \
BREREE A RIR S FIE

Quality deposit not in collection period
REWHHNEBRES

Customers who have received good payment
within the credit period

EERBAERRIENES

Other general customers

Hit—REP
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()
ACCOUNTING ESTIMATES (CONTINUED)

<5z A < £ (4D

9. Financial Assets and Financial Liabilities (continued) D

1) & E )

(1) Financial assets (continued)

2 A T 1 ()

4)  Impairment of financial assets (continued) 4)

(i) (continued)

Classification and basis of other receivables:

Name of groups

HMEEH

o (#&)

Hfth & UK E
Ri% -

Ha &k

Basis of determination of groups

HEED kB

Government funds

BRI E 308

Related company funds
FaEE A RIFIA

Deposit, security deposit and reserve fund
e RESMERE
General or other payments

— AR RS E IR

Accounts receivable from government

SRR 1 SR TZ AR O IR

Accounts receivable from related companies
HABARIRS - ERTERHIFIE

Deposits, security deposit and reserve fund
receivable

e RES;ERT

Accounts receivable from general customers
or others
Hth5RIE

For notes receivable, accounts receivable
and other receivables classified into

commercial acceptance bills, general
customer receivables or other payments, the
Group calculates expected credit losses by
aligning the age of accounts receivable and
other receivables with the expected credit
loss ratio for the entire duration by reference
to historical credit loss experience, combined
with current conditions and projections
of future conditions, through default risk
exposure and expected credit loss ratios

for the entire duration..
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B H Mk BRI EE AL > BLLARMEICHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZE5HEOR & Gst it ()
ACCOUNTING ESTIMATES (CONTINUED)

9. Financial Assets and Financial Liabilities (continued) 9. 4> Tl A A A B0 (A
(1) Financial assets (continued) (1) EEE )
4)  Impairment of financial assets (continued) 4) LA E R ()
(i)  (continued) O (&)

For the accounts receivable and other R &5 7= FE WUBURT M
receivables classified as accounts receivable ERIE - ERERE AT
from government, accounts receivable FE - EAHERERR
from related companies, deposits, security IR - ERRe R
deposit and reserve fund receivable, the BehkERSHEREE
Group calculates the expected credit loss RANE A IR - @
according to the default risk exposure and B AR O AR K12
expected credit loss rates over the next 12 & A Rk B EFEE
months or throughout the lifetime. HMERBLX  FHER

HEREX -

(i) The group divides the contract assets into Q@ AEBEKBERRRE
the following combinations according to the BEEREES S RT
characteristics of credit risk, and calculates 4G EAESER L
the expected credit loss based on the FTETEEEAEL -
combination. Confirm the combination and Ra REKBENT

its basis as follows:

Name of groups Basis of determination of groups

HEERB HEEDIKE

Contract assets related to construction Construction contract
contracts

HEEAREENEREE BEa R

Contract assets formed by general Contracts other than construction contracts
business

—REBEANEREE KREgEs RN EMER
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)
IV. SIGNIFICANT ACCOUNTING POLICIES AND WY - #2265 BoR & & at it (4)
ACCOUNTING ESTIMATES (CONTINUED)

<5z A < £ (4D

9. Financial Assets and Financial Liabilities (continued) 9.

1) & E )

(1) Financial assets (continued)
A 1 ()

RNE BRI S A R R
B R A RKKRE D B
TIMEE - EEAER
calculates the expected credit loss based LEIEREBEREBX -
HFEAS REKBAT

4)  Impairment of financial assets (continued) 4)
(iii) The group divides long-term receivables ®
into the following combinations according

to the characteristics of credit risk, and

on the combination. The combination and

basis are as follows:

Name of groups

HEEH

Basis of determination of groups
HEEID KB

Related company funds
kNG E

Accounts receivable from related companies
2 NCIF /O]

Other payments Other payments except related companies

H{th FKIR

B BERsE X AN E A TRIR

For the contract assets and long-term HREI D BEEHNAER
receivables divided into portfolios, the BENRKEERUG
group, referring to the historical credit loss AEBEZ2BRELERAE
experience, combined with the current Kk #HE5EHHR
situation and future forecast, prepares the WA B2 SR ARy FE R
reconciliation table of the contract asset BIBE YR B O M

aging and the expected credit loss rate of the
duration through the default risk exposure
and the expected credit loss rate of the whole
duration, and calculates the expected credit

loss.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B H Mk BRI EE AL > BLLARMEICHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZE5HEOR & Gst it ()
ACCOUNTING ESTIMATES (CONTINUED)

<5z T 7 < ol £ ()

9. Financial Assets and Financial Liabilities (continued) 9.

(1) BHEE )

(1) Financial assets (continued)

4)  Impairment of financial assets (continued) 4) LA E R ()

(iv) For loans and advances, the Group classifies @ HRERERRBRK
loans into normal, concerned, secondary, RNE E KRS AR R
suspicious and loss combinations according B2RARBIKERR
to the credit risk characteristics and the ol ERAD  BE
guiding principles of loan risk classification HREDBIESR - BE -

RR -~ AIRERIRRE T
Me - EHEAER L
HRMERERX o

of the people’s Bank of China, and calculates
the expected credit loss based on the
combination.

(2) Financial liabilities 2) #MAfR

B A G TGS IR IR

1)  Classification, recognition basis and measurement of 1)

financial liabilities

The group classifies the financial liabilities upon
initial recognition as financial liabilities measured
at fair value through profit or loss and other

financial liabilities.

Financial liabilities measured at fair value through
profit or loss, including financial liabilities held for
trading and those designated as measured at fair
value through profit or loss upon initial recognition,
(relevant classification basis is disclosed
according to the classification basis of financial
assets), are measured subsequently at fair value,
and profits or losses resulting from changes in fair
value and dividends and interest expense related
to financial liabilities are recognized in current

profits and losses.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

9. Financial Assets and Financial Liabilities (continued)

(2) Financial liabilities (continued)

1)

Classification, recognition basis and measurement of

financial liabilities (continued)

Other financial liabilities, (specific disclosure of
financial liabilities according to actual situation),
are subsequently measured at amortized cost
using effective interest method. The Group
classify all financial liabilities as subsequently
measured at amortised cost, except for: (a)
Financial liabilities measured at fair value through
profit or loss, including financial liabilities held for
trading (including derivatives that are liabilities)
and those designated as measured at fair value
through profit or loss upon initial recognition; (b)
Financial liabilities that arise when a transfer of a
financial asset does not qualify for derecognition
or when the continuing involvement approach
applies. (c) financial guarantee contracts that do
not satisfied (a) and (b), and commitments to
provide a loan at a below-market interest rate that

do not satisfied (a).

The financial liability constituted by contingent
consideration confirmed by the buyer through a
business combination not under common control
by the Group is measured at fair value through

current profit or loss.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

ACCOUNTING ESTIMATES (CONTINUED)

9. Financial Assets and Financial Liabilities (continued)

(2) Financial liabilities (continued)

2)

Derecognition criteria of financial liabilities

When the present obligation or a part of the present
obligation of a financial liability is discharged, a
financial liability or a part of a financial liability
shall be derecognized. A contract is entered into
between the Group and the creditor to replace
the existing financial liability by a new financial
liability. And if the contract terms of new financial
liability are substantially different with those in
existing financial liability, it shall derecognize the
existing financial liability and recognize a new
financial liability. When the Group performed
substantive changes to all or part of the contract
terms of the existing financial liabilities, the
existing financial liabilities or part of it shall be
derecognized. And financial liabilities after term
revision will be recognized as a new financial
liability. The difference between the carrying
amount of the financial liability derecognized and
the consideration paid is recognized in current

profit or loss.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()
ACCOUNTING ESTIMATES (CONTINUED)

4 Tl 7 A 4 il 16 (40D

9. Financial Assets and Financial Liabilities (continued) D

(3) <B4 A A0

(3) Methods for determination of the fair value of financial

assets and financial liabilities

The Group measures the fair value of financial assets
and financial liabilities at the prices in principal market,
or in the absence of a principal market, measures the
fair value at the prices in the most advantageous market,
and use valuation techniques that are appropriate in
the circumstances and for which sufficient data and
other information are available to measure fair value.
The input value used in fair value measurement is
divided into three levels: the first level of input value
is the unadjusted quotation of the same assets and
liabilities that can be obtained on the measurement day
in the active market; the second level of input value is
the direct or indirect observable input value of related
assets and liabilities in addition to the first level input
value; the third level of input value is the unobservable
input level of related assets and liabilities. The Group
prefers the first level of input values, and uses the third
level of input values at last. Investment of other equity
instruments uses the first level of input values. The
level of fair value measurement results is determined
by the lowest level of input values which are of great

significance to fair value measurement as a whole.

The Group measures the investment of equity
instruments at fair value. But in limited cases, if the
short-term information used to determine fair value is
insufficient, or if the possible estimated amount of fair
value is widely distributed, and the cost represents
the best estimate of fair value in the range, the cost
can represent its proper estimate of fair value in the

range of distribution.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZE5HEOR & Gst it ()

ACCOUNTING ESTIMATES (CONTINUED)

9. Financial Assets and Financial Liabilities (continued) 9. & RIE LR A ()
(4) Elimination between financial assets and financial (4) S Hh T A O A A A Y A4
liabilities

The financial assets and liabilities of the Group are
shown separately in the balance sheet and are not
offset by each other. However, when the following
conditions are met at the same time, the net amount
offset shall be shown in the balance sheet: a) the Group
has a statutory right to set off the recognized amount,
and the statutory right is currently enforceable. b) the
Group intends to settle its financial assets and liabilities
in net amount, or liquidate the financial assets and

settle the financial liabilities at the same time.

INTERIM REPORT 2022
CHONGQING MACHINERY & ELECTRIC CO., LTD

AEENEREENERBEESR
EBEXRADHZIR - THEHR
i o ERE®E TIREE - X
HERHERNFREEERBRA
R DASEABRIED ERE
BHOEEREN - AR TR
EERIATHITE ¢ 2) RNEEFEIA
FHEE  RFARERZEME
EMBEZEMAE -



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

9. Financial Assets and Financial Liabilities (continued)

(5)

Difference between financial liabilities and equity

instruments and relevant measurement

The Group distinguishes between financial liabilities
and equity instruments in accordance with the following
principles:1) If the Group cannot unconditionally avoid
fulfilling a contractual obligation by delivering cash
or other financial assets, the contractual obligation
meets the definition of financial liability. Although some
financial instruments do not explicitly contain terms and
conditions for the obligation to deliver cash or other
financial assets, they may indirectly form contractual
obligations through other terms and conditions. 2) If a
financial instrument is to be settled with the Group’s
own equity instruments, it is necessary to consider
whether the Group’s own equity instruments used to
settle the instrument are to be used as a substitute for
cash or other financial assets, or to enable the holder
of the instrument to take residual equity in the assets
after the issuer deducts all liabilities. If the former is the
case, the instrument is the issuer’s financial liabilities.
If the latter is the case, the instrument is the issuer’s
equity instrument. In some cases, a financial instrument
contract sets that the group shall use or use its own
equity instruments to settle the financial instrument, in
which the amount of contractual rights or obligations
is equal to the number of its own equity instruments
available or to be delivered multiplied by the fair value
at the time of settlement, whether the amount of the
contractual rights or obligations is fixed or changes
totally or partially based on the division of this set
variables other than the market price of the group’s own
equity instruments (such as interest rates, the price of
a commodity or the price of a financial instrument), the

contract is classified as financial liabilities.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

ACCOUNTING ESTIMATES (CONTINUED)

9.

Financial Assets and Financial Liabilities (continued)

(5) Difference between financial liabilities and equity

instruments and relevant measurement (continued)

In classifying financial instruments (or their components)
in the consolidated statements, the Group takes into
account all terms and conditions reached between
the members of the Group and the holders of financial
instruments. If the group as a whole assumes the
obligation to deliver cash, other financial assets or settle
accounts in other ways that result in the instrument
becoming a financial liability, the instrument should

be classified as a financial liability.

Where financial instruments or their components are
financial liabilities, the relevant interest, dividends (or
stock bonus), gains or losses, as well as gains or
losses arising from redemption or refinancing, shall be

included in the profits and losses of the current period.

Where a financial instrument or its components belong
to an equity instrument, when it is issued (including
refinancing), repurchased, sold or cancelled, the
Group shall account as a change of equity, and shall
not recognize the change of the fair value of the equity

instrument.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

10.

11.

Inventories

The Group’s inventories include the raw materials, packaging
material, low-value consumption goods, unfinished products,

and merchandise inventories.

Perpetual inventory system is adopted by the Group.
Inventory is valued at actual cost when acquired. Weighted
average method and individual valuation method are used
to determine the actual cost of the inventory used or issued.
Low-value consumption goods and packaging material are

amortized at one time when they are used.

Net realizable value of merchandise inventory, unfinished
products and materials held for sale is the estimated
selling price in the ordinary course of business less the
applicable variable selling expenses and related taxes. Net
realizable value of material inventory held for production is
the estimated selling price of the products less estimated
costs of completion, applicable variable selling expenses

and related taxes.

Contractual assets

Contractual assets refer to the Group’s right (depends on
factors other than passage of time) to collect costs from
customers in exchange for goods or services transferred
by the Group. If the Group sells two clearly distinguishable
goods to its customers, it has the right to collect payment
for one of the goods delivered, but the collection depends
on the delivery of another commodity, the Group regards

the right to collect payment as a contractual asset.

The method for determining the expected credit losses of

the group on the contract assets is as shown in Note V.9.

10.

11.

(A AT R M FEBR AR GE IS - B LAANRBEITTIIR)

ACCOUNTING POLICIES AND W - EZEEHEOR L Fs sk ()

7 &

AEEFEIERERME - BEKY -
BESER  HER BEERS -

FEEITKERTS - FEERGHEZ

ERRAFHE  ERABLEFE - KA
IHEFIE - ERIEHE AR E R B

Ko REFERMBEYRE—
SRR -

IREE 3

BEEm  EERMARLENMEE
BEEXARLENRRTE  EA2RF
ERZFENEFEEREGEFHNHEE
ERMERRERNSEETE  ARE
EMFAEOMEESE - AAJ#25RFER
FEENERGNAHEEREETT
bR R B A RKA - AEHER
RAEEANBRNSERETE °

o
ARAE @ REARERARSHRE
T MR 2 AR - B AR

RICEER A Z M AL AR o AR
B P HEMER RERD @M -

B HE P — A M A BRI
B BWEGZRIREBUARN RN %18
A - ARE S ZRSENERER

REBUA REENTBIERIERHE
EAEAFRMGEN  osmMEEMS R

afg -
2022 F#f
EERERMNERAA



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4F 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

Contractual costs

(1) Method for determining the amount of assets related to

contractual costs

The Group’s assets related to contractual costs include
contract performance costs and contract acquisition

costs.

The cost of contract performance, that is, the cost
incurred by the Group for the performance of the
contract, does not fall within the scope of other
enterprise accounting standards and meets the following
conditions at the same time, is recognized as an asset
as the cost of contract performance: the cost is directly
related to a current or expected contract, including
direct labor, direct materials, manufacturing costs (or
similar costs), costs and other costs incurred solely as
aresult of the contract and is clearly undertaken by the
customer. The cost increases the Group’s resources for
future performance obligations; the cost is expected

to be recovered.

The acquisition cost of a contract, is the incremental
cost expected to be recovered by the Group in order to
obtain the contract, and is recognized as an asset as
the acquisition cost of the contract; if the amortization
period of the asset does not exceed one year, the profits
and losses of the current period shall be included in
the occurrence of the asset. Incremental cost refers to
the cost (such as sales commission) that will not occur
if the group does not obtain a contract. Expenditures
incurred by the Group for the purpose of obtaining a
contract other than the incremental costs expected to
be recovered (e.g. travel expenses incurred regardless
of whether the contract was acquired) are recorded in
the current profits and losses at the time of occurrence,

except those clearly undertaken by the customer.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()
ACCOUNTING ESTIMATES (CONTINUED)

A [l A (%)

12. Contractual costs (continued) 12.

(2) B IR A A G 0 2 1Y 4

(2) Amortization of assets related to contractual costs

The Group’s assets related to contract costs shall be

amortized on the same basis as the commodity income

AEBEEARKAERNEERA
S5% B E R A B on A FERR AR ]

recognition related to the assets, and shall be included EVERSETTHEH - FTAEHIER -
in the current profits and losses.

(3) Impairment of assets related to contractual costs 3)  HG A B B Y kA
In determining impairment losses of assets related to AEBTHREHSRANAEHEHE
contract costs, the Group first determines impairment ENREBLRE  BEAHREAR
losses in accordance with other relevant enterprise MR E S ER R - H

accounting standards and other assets related to

the contract; then determines impairment losses in

EREBNEMEEETRER
K RRBBEREBESRAE

accordance with their book value higher than the EREEEZEEEENEmIES
residual consideration expected by the Group for BEAVHVS R RIER S B A R AR Z
the transfer of commodities related to the asset and B @A BB ER K AERN

estimates the costs to be incurred for the transfer of
the related commodities. If the difference between the
two items exceeds the allowance for impairment, the
provision for impairment shall be calculated and the

impairment loss of assets shall be considered.

After the factors of impairment in the previous period
have changed, and the above-mentioned balance is
higher than the book value of the asset, the provision
for asset impairment which was originally calculated
shall be transferred back to the current profit and loss,
but the book value of the asset after the transfer shall
not exceed the book value of the asset on the transfer
date assumed that the provision for asset impairment

is not included.

HEERN  BHEOEE R
B - YHER/EERERX -

ARTHARDREN A R 2 L E
£ EEMLEESNZEER
EEES BORDHENEE
BEREE Wit AEHES 8
EOEMEEREEETEBBR
ENFHEREERBER TZEER
EOAMKREEE -

2022 F#f
EERERMNERAA



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4F 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

o

13. Long-term Equity Investment

Long-term equity investments of the Group comprise the
investment towards subsidiaries and investments towards

associates and joint ventures.

The Group’s judgment on joint control is the contractually
agreed sharing of control of an arrangement, which exists
only when decisions about the relevant activities require

unanimous consent of parties sharing control.

If the Group holds, directly or indirectly (e.g. through
subsidiaries) more than 20% but lower than 50% of the
voting power of the investee, it is presumed that the entity
has significant influence. If the Group holds, directly or
indirectly (e.g. Through subsidiaries) less than 20% of the
voting power of the investee, the representation on the board
of directors or equivalent governing body of the investee,
or participation in financial and operation policy-making
process, or the material transaction between the entity
and the investee, or expedition of management personnel,
or the provision of essential technical information will be

considered.

A subsidiary company of the Group is the entity that
controls the invested unit. As for long-term equity investment
acquired through a business combination under common
control, the initial recognition are measured in accordance
with the proportion of the book value of the owner’s equity
of the merged party in ultimately control party’s consolidated
financial statements. If the book value of the net assets of
the merged party is negative on the date of merger, the

cost of long-term equity investment shall be fixed at zero.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

13.

Long-term Equity Investment (continued)

If a company acquires the equity of the invested entity under
common control step by step through multiple transactions
and eventually forms a merger, it shall supplement the
method of dealing with the long-term equity investment
disclosed in the financial statements of the parent company
during the reporting period of acquiring the control right.
For example, the investee’s equity is acquired step by
step under common control through multiple transactions,
and eventually the enterprise merges, which belongs to a
package transaction. The Group will treat all transactions as
a control transaction. If it does not belong to the package
transaction, the initial investment cost of the long-term
equity investment shall be the share of the net assets of
the merged party in the book value of the final controlling
party’s consolidated financial statements on the date of
merger. The capital reserve is adjusted by the difference
between the initial investment cost and the book value of the
long-term equity investment before the merger, plus the sum
of the book value of the new share payment on the merger
day, and if the capital reserve is insufficient to be reduced,

the retained earnings shall be reduced.

The initial investment cost is the actual acquisition cost if the
long-term equity investment is acquired through a business

combination not under common control.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4F 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

13. Long-term Equity Investment (continued)

If a company acquires the equity of the invested entity
not under common control step by step through multiple
transactions and eventually forms a merger, it shall
supplement the method of dealing with the cost of long-term
equity investment disclosed in the financial statements of
the parent company during the reporting period of acquiring
the control right. For example, the investee’s shares are
acquired step by step through multiple transactions, and
eventually a merger of enterprises is formed, which belongs
to a package transaction, the Group will treat all transactions
as a control transaction. If the transaction does not belong
to the package transaction, the initial investment cost shall
be accounted for according to the book value of the original
equity investment and the sum of the additional investment
cost. If the equity held is accounted for by equity method
before the acquisition date, the other comprehensive income
accounted by the original equity method will not be adjusted
temporarily, and when dealing with the investment, the same
basis as the assets or liabilities directly disposed of by the
invested entity shall be adopted for accounting treatment.
If the equity held prior to the purchase date is accounted
for at fair value in the financial assets available for sale,
the cumulative changes in fair value originally included in
other comprehensive gains are transferred to the current

investment gains and losses on the consolidation date.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()
ACCOUNTING ESTIMATES (CONTINUED)

13. Long-term Equity Investment (continued) 13. RIS ()
In addition to the above-mentioned long-term equity b EaiEAE S M ES A R B ER
investments obtained through enterprise mergers, long- B LMERREMBHRBKRER
term equity investments obtained by paying cash shall be & RREBRINNBEEERIERIRE
regarded as investment costs according to the purchase B - AR ITRRME SISO REAR
price actually paid; long-term equity investments obtained BRE - RBETEREISFNARE
by issuing equity securities shall be regarded as investment BIERZRERAE  HEERAHRAR
costs according to the fair value of issuing equity securities; ERE  RBERESRXBROENE
long-term equity investments invested by investors shall be BEIERREKA -
regarded as investment costs in accordance with investment
contracts or agreements.
The Group adopts cost method to account for subsidiary AEEEFARRERBARNANEZZE
investment and equity method to account for joint venture HEEPERBECEREHAERE
and joint venture investment. BHE o
The book value of the cost of long-term equity investment BB ERARNEZE N RHARER
which based on cost method in subsequent measurement & fEBNRER - IRBBINEEL
will increase according to the fair value of the cost paid by M AEARBEREENEEZSE
the additional investment and the related transaction costs P INR AR EREN AN REEE -
when additional investment is made. The cash dividend or WREBMNETE DRI & RF KA
profit declared by the invested entity shall be recognized A RBEZENSERERAENRE
as the current investment income according to the amount Izs o

taken.
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IV. SIGNIFICANT

o

13. Long-term Equity Investment (continued)

The book value of long-term equity investment which uses
equity method in subsequent measurement will increase
or decrease accordingly with the change of owner’s equity
of other invested units. Among them, when confirming the
share of the net profit and loss of the invested unit, based
on the fair value of the identifiable assets of the invested unit
at the time of acquiring the investment, and in accordance
with the accounting policies and accounting period of the
group, and offsetting the internal transaction gains and
losses occurring between the joint venture and the joint
venture, which belong to the invested enterprise according
to the share-holding ratio, the net value of the invested unit

shall be calculated. Profit is confirmed after adjustment.

When the long-term equity investment is disposed, the
difference between its book value and the actual price
obtained shall be included in the current investment income.
If a long-term equity investment calculated by the equity
method is included in the owner’s rights and interests due
to other changes in the owner’s rights and interests other
than net profit and loss of the invested entity, the portion
originally included in the owner’s rights and interests shall
be transferred to the current investment profit and loss
according to the corresponding proportion when disposing

of the investment.
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From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
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ACCOUNTING ESTIMATES (CONTINUED)

13.

Long-term Equity Investment (continued)

If the joint control or significant influence on the invested unit
is lost due to the disposal of part of the equity investment,
the residual equity after disposal shall be accounted for
financial assets available for sale. The difference between
the fair value and book value of the remaining equity on
the date of the loss of joint control or significant influence
shall be included in the current profits and losses. The other
comprehensive income of the original equity investment
confirmed by the equity method shall be accounted for on
the same basis as the assets or liabilities directly disposed of

by the invested entity when the equity method is terminated.

If the disposal of part of the long-term equity investment
loses control over the invested entity, the residual equity
after disposal can exercise joint control or exert significant
influence on the invested entity, the balance between
the book value of the disposal equity and the disposal
consideration shall be accounted for as the investment
income, and the residual equity shall be accounted for
by the equity method after disposal. If the residual equity
cannot exert joint control or exert significant influence on
the invested unit, it shall be accounted for according to the
relevant provisions of the financial assets available for sale.
The difference between the book value of the disposal equity
and the book value of the disposal equity shall be included
in the investment income. The difference between the fair
value of the residual equity on the day of losing control and
the book value shall be included in the current investment

profit and loss.
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IV. SIGNIFICANT

o

13.

14.

Long-term Equity Investment (continued)

If the transaction from step-by-step disposal to the loss
of controlling rights does not belong to the package of
transaction, each transaction is accounted for separately.
In a “package transaction”, transactions are treated as a
transaction to dispose of subsidiaries and lose control rights.
However, before the loss of control rights, the difference
between the disposal price of each transaction and the book
value of the long-term equity investment corresponding to
the disposed equity is recognized as other comprehensive
income, and when the control rights are lost, it will be
transferred to current profits and losses of losing control

rights.

Investment Properties

Investment properties comprise land-use rights and
buildings which are held for long-term rental yields and
not occupied by the Group, and uncompleted buildings
which are intended to hold for rent. Investment properties
are initially recognized at cost. The subsequently costs shall
be added to the initial costs of the investment properties
when the economic benefit related is likely to realize and
is measurable. Or else, it should be stated in current profit

or loss.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()

ACCOUNTING ESTIMATES (CONTINUED)

14.

Investment Properties (continued)

Depreciation (or amortization) of investment properties
is calculated using a straight-line method to allocate

the depreciable amounts (cost less residual value) over

14, & g (%)
BREMFEHEE(HH) KRB FR T
EXREAREEREBFRERE
BEHERS AR - REUFEHBEN

the estimated useful life. Below is the table of estimated EEtEASs FRERRFNEHE
useful lives, residual value rate and annual depreciation H)RIRAT
(amortization) rates:
Annual

Estimated useful Estimated residual depreciation
Category life value rates (%; rate (%)
Epall FERERAE® B ERER(% FHER(%)
Buildings (including the land-use right) 30-50 years 0.00-5.00 1.90-3.33
FEEREEY (FLifERE) 30-50%F 0.00-5.00 1.90-3.33

If the usage is changed into owner-occupied, the investment
property is reclassified into a property, plant and equipment
or an intangible asset since the day the change has
been made. On the contrary, the fix or intangible asset is
transferred into investment property if the usage of these
properties is to earn rentals or capital appreciations. When
a transfer occurs, the previous carrying amount shall be

used as the new book value.

The estimated useful lives, estimated residual value rates
and depreciation method shall be annually reviewed and

adjusted properly.
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IV. SIGNIFICANT

14.

Investment Properties (continued)

An investment property shall be derecognized on disposal or
when the investment property is permanently withdrawn from
use and no future economic benefits are expected from its
disposal. The gains from sale, transfer, written-off or destroy
of the investment properties less the carrying amount and

relevant taxes shall be recognized in current profit or loss.

When an investment property’s recoverable amount is
lower than its carrying amount, the carry amount shall be

decreased to the recoverable amount.

Property, Plant and Equipment

(1) Recognition and Initial measurement of property, plant

and equipment

Property, plant and equipment comprise buildings,
machineries, transportations, office equipments end
etc. Property, plant and equipment of the group refer
to the tangible assets with a service life of more than
one year held for the production of goods, provision

of labor services, lease or operation and management.

Property, plant and equipment are recognized when it is
probable that the future economic benefits associated
with the assets will flow into the entity, and the cost of
the asset can be measured reliably. It is recognized at
purchase cost or construction cost for the initial cost.
The state owned property, plant and equipment were
recognized at the evaluation price during the system-

changing of the state-owned enterprise.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()
ACCOUNTING ESTIMATES (CONTINUED)

15. Property, Plant and Equipment (continued) 15. [l € B (4]
(I) Recognition and Initial measurement of property, plant (1) [EE &R R B AR aT = (AT
and equipment (continued)
Subsequent recognition is recorded when the future HEFTEERB@NEESL &
economic benefits associated with the asset is likely BE BB =R A B8R AL
to flow into the entity and the cost of the asset can SEAEMAREEHAETER
be measured reliably. The value of the replaced part FFABEEERA  HRHE SR
shall be derecognized its carrying amount. The other o - RIEHREEEREE A
subsequent expenses are recognized in the current Hh BB DR ERFTAE BB
profit or loss. = o
(2) Depreciation of property, plant and equipment (2) B &R T 8 T %
Depreciation is calculated using a straight-line method B EEFTEFRAFR T ELR
to allocate the depreciable amounts (cost less residual EAREBEREBETFRERER
value) over the estimated useful life. As for the property, FHEAS W AETIR - WETIR TR
plant and equipment with impairment provisions, the BEFHNEEEE - AL RRH
Depreciation is calculated using a straight-line method MR R EEFEENREEER
to allocate the depreciable amounts (cost less residual KIE® A E R FRETITER
and impairment value) over the estimated useful life.
Estimated Estimated Annual
Serial useful lives residual depreciation
number Category (years) value (%) rate (%)
5% Rl MEFR (F) FEET R E (%) FIER(%)
1 Buildings 20-50 years 3.00-5.00 1.90-4.85
BB RZEEY 20-504F 1.90%4.85
2 Machinery equipments 7-28 years 5.00 3.39-138.57
e 7-28%F 3.39%13.57
& Transportations 6-12 years 5.00 7.92-15.83
EHITA 6-124F 7.92%15.83
4 Office equipments 3-14 years 5.00 6.79-31.67
MAREFRME 3-144F 6.79%31.67
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IV. SIGNIFICANT

o

15. Property, Plant and Equipment (continued)

(2) Depreciation of property, plant and equipment

3)

(continued)

The estimated useful lives, estimated residual value rate
and depreciation method shall be annually reviewed

and adjusted properly.

When the recoverable amount of property, plant and
equipment is lower than the carrying amounts, the
carrying amounts shall be decreased to the recoverable

amounts.

Disposal of property, plant and equipment

The property, plant and equipment should be
derecognized on disposal or when the property, plant
and equipment is permanently withdrawn from use
and no future economic benefits are expected from its
disposal. The gains from sale, transfer, written-off or
destroy of the property, plant and equipment less the
carrying amount and relevant taxes shall be recognized

in current profit or loss.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

16.

17.

Construction in Progress

Construction in progress is recognized according to the
actual costs. The actual costs include construction cost,
installment cost, borrowing costs eligible for capitalization
and other necessary expenses incurred in order to make the
construction in progress ready to use. When construction in
progress reaches the predetermined usable state, it should
be transferred to fixed asset and be depreciated from the
next month. The difference in the original value of Property,
Plant and Equipment shall be adjusted after the final account

procedures are completed.

Borrowings costs

General and specific borrowing costs that are directly
attributable to the acquisition, construction or production
of a qualifying asset are capitalized during the period of
time that is required to complete and prepare the asset
for its intended use or sale. Qualifying assets are assets
that necessarily take a substantial period of time to get
ready for their intended use or sale. Capitalization should
cease when substantially all of the activities necessary to
prepare the asset for its intended use or sale are complete.
Capitalization should be suspended during periods in which
active development is interrupted abnormally for more than 3
months. And it recapitalized when the abnormal interruption

is over.
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IV. SIGNIFICANT

o

17.

18.

Borrowings costs (continued)

The actual interest costs incurred by the funds borrowed
specifically less the interest earned by the unused part
deposited in the bank or any income earned on the
temporary investment shall be capitalized; where funds
are part of a general pool, the eligible amount is determined
by applying a capitalization rate to the expenditure on that
asset. The capitalization rate will be the weighted average

of the borrowing costs applicable to the general pool.

Right-of-use assets

Right-of-use assets refer to the right of the Group as a
lessee to use leased assets during the lease term. The types
of leased assets of the Group mainly include buildings,

machinery and equipment and site use rights.

(1) Initial measurement

At the start of the lease period, the Group initially
measures the right-of-use asset at cost. The costincludes
the following four items: (i) The initial measurement
amount of the lease liability, that is, the present value
of the outstanding lease payments is recognized as
the lease liability, except for short-term leases and
leases of low-value assets;(ii) Lease payments paid
on or before the start of the lease period, where lease
incentives exist, deduct the relevant amount of lease
incentives already enjoyed;(iii) The initial direct costs
incurred, that is, the incremental costs incurred to reach
the lease;(iv) Expected costs incurred to demolish and
remove leased assets, rehabilitate the site where the
leased assets are located, or restore leased assets to
the state agreed in the lease terms, except for costs

incurred for the production of inventory.
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From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

18. Right-of-use assets (continued)

(2) Subsequent measurement

3)

After the start of the lease period, the Group adopts a
cost model for subsequent measurement of the right-of-
use asset, that is, the cost-of-use asset is measured at
cost less accumulated depreciation and accumulated

impairment losses.

If the Group remeasures the lease liability in accordance
with the relevant provisions of the lease standards, the
book value of the right-of-use asset shall be adjusted

accordingly.

Depreciation of right-of-use assets

From the start of the lease period, the Group
depreciates the right-of-use assets. The right-of-use
asset is generally depreciated from the month in which
the lease term begins. The amount of depreciation
accrued is included in the cost of the relevant asset
or the current profit or loss based on the use of the

right-of-use asset.
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ACCOUNTING ESTIMATES (CONTINUED)

18. Right-of-use assets (continued) 18. i I HEE & (41)

(3) Depreciation of right-of-use assets (continued) 3

When determining the depreciation method of the right-
of-use asset, the Group makes a decision based on
the expected consumption of the economic benefits
related to the right-of-use asset, and depreciates the

right-of-use asset on a straight-line basis.

When determining the depreciation period of the
right-of-use asset, the Group adheres to the following
principles: If it can reasonably determine the ownership
of the leased asset at the end of the lease period,
depreciation will be accrued within the remaining
useful life of the leased asset; it cannot be reasonably
determined that the lease can be obtained when the
lease period expires For asset ownership, depreciation
is accrued during the shortest period between the lease

term and the remaining useful life of the leased asset.
If the right-of-use asset is impaired, the Group

depreciates the book value of the right-of-use asset

after deducting impairment losses.
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From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

19.

Intangible Assets

Intangible assets comprise the land-use rights, technical
know-how, brand, customer relationships, franchise rights
and software etc, it is recognized at cost. The state-owned
intangible assets were recognized at the evaluation price

during the system-changing of the state-owned enterprise.

(1) Categories of intangible assets

1)  Land-use right

Depreciation is calculated using a straight-line
method to allocate the depreciable amounts over
the useful life of 30 to 50 years. If it is difficult to
identify the purchase price of the land-use right to
that of the building, the whole price is recognized

as a fixed asset.

2)  Technical know-how

Technical know-how is shown at cost as all
investors agreed. Amortization is calculated using
the straight-line method to allocate the cost of
technical know-how over its estimated useful life of
10 years. The Group acquired all of the technical
know-how which is acquired by the subsidiaries
and should be recognized at fair value at the
acquisition date in 2011. And the estimated useful

life is 6 to 10 years.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND

@

3)

4)

ACCOUNTING ESTIMATES (CONTINUED)

Intangible Assets (continued)

(1) Categories of intangible assets (continued)

Brand and customer relationships

Brand and customer relationships are recognized
at fair value at the acquisition date in a business
combination in 2010. Since the brand has an
indefinite useful life, brand shall not be amortized
during the useful life and should be tested annually
for impairment. Customer relationships shall be
amortized using the straight-line method over their

estimated useful lives of 10 to 12 years.

Software
Software licenses are capitalized by the purchase

price and are amortized over their estimated

useful lives of 2 to 10 years.
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(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

19.

Intangible Assets (continued)

)

Categories of intangible assets (continued)

5)

Franchise rights

The Group engages in certain service concession
arrangements in which the Group carries out
construction work for the granting authority and
receives in exchange a right to operate the assets
concerned in accordance with the pre-established
conditions set by the granting authority. The
franchise rights are classified as intangible assets

or accounts receivable from the granting authority.

According to the contract, in a certain period
after the construction, the Group is entitled to
receive a certain amount of monetary resources or
other financial assets from the granting authority;
or when the charge for the user is lower than
a certain limitation, the granting authority will
compensate for the difference, which is shown
as financial assets while the Group recognize

the revenue.

Also if the operator receives a right to charge
user within a certain period, but the amount is
uncertain and unable to claim a right for accounts
receivable, it is stated as an intangible asset while

recognizing the revenue.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

ACCOUNTING ESTIMATES (CONTINUED)

19. Intangible Assets (continued)

(1) Categories of intangible assets (continued)

5)

Franchise rights (continued)

If intangible assets model is applicable, the Group
classifies the relevant non-current assets linked
to the long-term investment in these franchise
arrangements as “franchise rights” within under
intangible assets classification on the consolidated
balance sheet. Once the relevant infrastructure
projects under the franchise arrangements have
been completed, the franchise rights will be
amortized over the term of the franchise period
on the straight-line basis under the intangible

assets model.

If financial assets model is applicable, the Group
classifies the assets under these franchise
arrangements as financial assets on the
consolidated balance sheet. Once the relevant
infrastructure projects under the franchise
arrangements have been completed, the interest
of financial assets will be calculated using
effective interest rate method and related gain/
(loss) will be charged to the profit or loss within

the franchise period.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

19. Intangible Assets (continued)

(1) Categories of intangible assets (continued)

6)

Research and development

Internal research and development costs will
be separated into research expenditure and
development cost based on their nature and
whether there is great uncertainty of the research
and development will finally form an intangible

asset.

Research expenditure is recognized as expenses
as incurred. Costs incurred on development
projects are recognized as intangible assets when

all the following criteria are fulfilled:

(a) It is technically feasible to complete the
intangible asset so that it will be available

for use or sale;

(b) Management intends to complete the

intangible asset to use or sell it;

(c) It can be demonstrated how the intangible
asset will generate probable future economic

benefits;

(d) Adequate technical, financial and other
resources to complete the development
and to use or sell the intangible asset are

available; and
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4F 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B H Mk BRI EE AL > BLLARMEICHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZE5HEOR & Gst it ()
ACCOUNTING ESTIMATES (CONTINUED)

19. Intangible Assets (continued) 19. HEIEE A (%)
(1) Categories of intangible assets (continued) () B B (4)
6)  Research and development (continued) 6) I EE ()
(e) The expenditure attributable to the intangible ® BERZETLEAEME
asset during its development can be reliably F& B HYS2 H BE 40 ) SE b
measured. FTE o
If development costs don’t meet the above criteria, AT B b AR O B B B R
they are recognized as an expense as incurred. WS RBEERTAEH
Development costs previously recognized as an Bz o NATHEE T AER
expense cannot be reclassified as an intangible A H TN ELBERE
asset in subsequent periods. Capitalized costs VHERRBEE - BENEH
are recorded as development expenditures on FERBENSHTEEEAE
balance sheet and are transferred into intangible R EITRAREXE  BZ
assets only after technical and commercial HEENBEAE AL
feasibility of the asset for sale or use have been RIEFEE -
established.
(2) Impairment of intangible assets (2) MEIBH B AT
When the recoverable amount is lower than its carrying BB B ) AT U Bl @ BER R H AR
amount, the carrying amount of the asset shall be HEMER - REEERLE K
written down to the recoverable amount. ElEF o
(3) Regular review of the useful lives and the amortization 3)  EHE AN 77 dr F 8 Oy
method
As for intangible asset with a definite useful life, the HEASHERNEREERTEET
useful lives and depreciation method shall be annually RS REETENTFFEL
reviewed and adjusted properly. EITBERIWIEREFHE -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

20.

Impairment of long-term assets

At the end of each reporting period, long-term equity
investments, investment property carried at cost, property,
plant and equipment, construction in progress, right-of-
use asset, intangible assets with definite useful lives and
operating lease assets are assessed for impairment by the
Group when there is any indication that an asset may be
impaired. Goodwill and intangible assets with indefinite
useful lives shall be assessed for impairment at the end of

each reporting period no matter there is any indication for

impairment or not.

The recoverable amount is the higher of an asset’s fair value
less costs of disposal and its value in use. The recoverable
amount should be determined for an individual asset. If it
is not possible to determine the recoverable amount for an
individual asset, the recoverable amount shall be determined
for cash-generating units in which the asset included. The
identification of an asset’s cash-generating unit shall be
based on whether the main cash inflows generated by the
asset’s cash-generating unit are independent of the cash
inflows from other assets or cash-generating units. When the
recoverable amount of an asset or a cash-generating unit
is less than its carrying amount, the carrying amount shall
be written down to its recoverable amount. The reduction
shall be recognised as the current profit or loss, and the
corresponding provision for impairment of assets is also

recognised.

20.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

ACCOUNTING ESTIMATES (CONTINUED)

20.

Impairment of long-term assets (continued)

When testing the impairment of relevant cash-generating
units or groups of cash-generating units containing goodwill,
if there are signs of impairment of cash-generating units
or groups of cash-generating units related to goodwill,
the impairment test of cash-generating units or cash-
generating units without goodwill is carried out first,
and the recoverable amount is calculated to confirm the
corresponding impairment loss. Then the impairment test
is carried out on the cash-generating units or groups of
cash-generating units containing goodwill, and the carrying
amount and the recoverable amount are compared. If the
recoverable amount is lower than the carrying amount, the
impairment loss is allocated first to reduce the carrying
amount of goodwill allocated to the cash-generating units
or groups of cash-generating units; and then, reduce the
carrying amounts of the other assets included in the cash-
generating units or groups of cash-generating units pro

rata on the basis.

Reversal of an impairment loss for the above assets is

prohibited.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
H R A 1 S S BRI R ()

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

21.

22.

Long-term deferred expenses

Long-term deferred expenses include the improvement
expenditures of property, plant and equipment under
operating lease, and other expenses which incurred in
the current period but are required to be amortized for
more than one fiscal period. Long-term deferred expenses
are amortized on the straight-line basis over the expected
benefit period and are recorded as the actual expenses

less the accumulated amortization.

As for the molds stated in the long-term deferred expenses,
the service life average method is used to apportion them

to the benefit period.

Contract liabilities

The Group lists the obligations it has received or receivable
from customers to transfer goods to customers as contract
liabilities, such as the amount the company has received

before transferring the promised goods.

The Group will show the contract assets and contract
liabilities under the same contract as each other in net

amounts.

21.

22,
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4F 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

ACCOUNTING ESTIMATES (CONTINUED)

23.

Employee Benefits

Employee benefits of the Group refer to rewards or
compensations paid for services provided by employees
or employer layoffs benefits, which include short-term
employee benefits, post-employment benefits, termination

benefits and other long-term employee benefits.

Short-term employee benefits include salaries, bonus,
allowance and subsidies, staff benefits, medical insurance,
employment injury insurance, maternity insurance, housing
fund, union and educational appropriations, short-term
paid absences, etc. Short-term benefits are recognized as
liabilities during the accounting period when employees
render service to the Group. Employee benefits are
recognized as profit or loss in the current period or allocated
to the cost of related assets. The non-monetary benefits are

measured at fair value.

Post-employment benefit schemes are classified as
defined contribution plan and defined benefit plan.
Defined contribution plans of the Group are a kind of post-
employment benefit scheme in which the Group pays fixed
fees to an independent fund and is no longer obligated to
make further payments. Defined benefit plans are post-
employment benefit plans other than a defined contribution
plans. The post-employment benefits of the Group mainly
refer to basic pension and unemployment insurance during
this reporting period, both of which belong to the defined

contribution plan.

INTERIM REPORT 2022
CHONGQING MACHINERY & ELECTRIC CO., LTD

(A AT R M FEBR AR GE IS - B LAARBETTIR)

ACCOUNTING POLICIES AND W - EZEHEOR & Gst it ()

Tk 357

BIFMEASESESRE TIRHMR
BRI S ERRE M A TR/
WS RE - SRR B - BERRTE
A BHRBANME MR TENE -

HHFHEEIE K  RUNE
B BIRNE  BERRE  TEHR
E LERBRE  FEAEE  IE
NHERE  BHEHFRYE - A5E
ERTREREN SR - SEER#
EERFMERSRE - YT AEH
Ba g EREENRSE - EF - IFEEIE
BARBAREEFE -

luf

AEE MR EENTIDEARER
Rt B MR EX et 8 - RERKR
RAKEABYNESHFECER
& THRAREE-IINEBORRER
B RERAFTERRRERT
FHEIASMOBER R R AET &) - RIREH
A AEENRRRENEEZER/BT
BaNELABEZRRMELERR - 98
RRERFFTE -



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

23.

Employee Benefits (continued)

Employees of the Group are all involved in employee’s
endowment insurance policy implemented by local labour
and social security department. The Group makes the
monthly payment to the local institution of employee’s
endowment insurance at a regulated base and proportion.
After employees are retired, local labour and social security
department has the obligation to pay their basic pension.
The payment made according to the policy when employee
render service to the Group is recognized as a liability and
stated as profit or loss or allocated to the cost of related

assets during the period.

When the Group terminates the labor relationship with
the employee before the expiration of the labor contract,
or proposes compensation to encourage the employee
to accept redundancy voluntarily, when the Group can
not unilaterally withdraw the plan to terminate the labor
relationship or the redundancy proposal, or when it confirms
the costs related to the restructuring involving the payment
of dismissal benefits, whichever is earlier, Recognize the
liabilities arising from the compensation for the termination
of the labor relationship with the employees, and record

them into the current profit and loss.

23.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

@

23. Employee Benefits (continued)

The Group offers early retirement benefit for the employees
who accept the internal retirement arrangement. Early
retirement benefit refers to the wages and social insurance
paid for the employees who do not attain the statutory
retirement age and being approved by the Group’s
management team for retirement. The Group will pay such
retirement benefit for the early retired employee from the
date of early retirement to date where statutory retirement
age is attained. The basis of accounting treatment for early
retirement benefits shall be the same as the termination
benefits. If the recognition conditions for termination benefits
were satisfied, the employment benefit liabilities generated
from wages and social insurance paid for the early retired
employees shall be recognized to profit or loss in the current
period all at once. Any difference arising from the changes of
actuarial assumptions or adjustment of the welfare standard

shall be included to the profit and loss in the current period.

The termination benefits expected to be paid within a year

since balance sheet day are presented as current liabilities.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()

ACCOUNTING ESTIMATES (CONTINUED)

24. Lease liabilities

(1) Initial measurement

The Group initially measures lease liabilities based on
the present value of lease payments that have not been
paid at the start of the lease period, except for short-

term leases and leases of low-value assets.

1)  Lease payment

Lease payments refer to payments made by the
Group to the lessor related to the right to use
leased assets during the lease period, including:
(hfixed payments and substantial fixed payments,
where lease incentives exist, deductions related to
lease incentives; (ii)A variable lease payment that
depends on the index or ratio, which is determined
at the initial measurement based on the index or
ratio on the start date of the lease period; (iii)The
Group reasonably determines the exercise option
purchase price when the purchase option is
exercised; (iv)The lease term reflects the amount
to be paid when the Group will exercise the option
to terminate the lease; (v)The amount expected
to be paid based on the residual value of the

guarantee provided by the Group.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

ACCOUNTING ESTIMATES (CONTINUED)

24. Lease liabilities (continued)

(1) Initial measurement (continued)

2)

Discount rate

In calculating the present value of lease payments,
the Group uses the incremental borrowing rate as
the discount rate because it cannot determine the
interest rate inherent in the lease. The incremental
borrowing interest rate refers to the interest rate
payable by the Group to borrow funds with similar
mortgage conditions in similar periods in order
to obtain assets close to the value of the right-
of-use asset in a similar economic environment.
The interest rate is related to the following: (i)
The Group’s own situation, namely the group’s
solvency and credit status; (ii) The term of the
“borrowing”, that is, the lease term; (iii) The
amount of “borrowed” funds, that is, the amount
of the lease liability; (iv) “Mortgage conditions”,
that is, the nature and quality of the underlying
assets; (v) Economic environment, including the
jurisdiction in which the lessee is located, the
currency of valuation, the time of signing the
contract, etc. Based on the bank loan interest
rate, the Group adjusted the above factors to

obtain the incremental borrowing interest rate.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()
ACCOUNTING ESTIMATES (CONTINUED)

24. Lease liabilities (continued) 24. HBEAME)
(2) Subsequent measurement ) ®wHHE

After the start of the lease period, the Group conducts EHEHRBBR - REBEIRN
subsequent measurement of the lease liability according TRAEHEE B E#TRETE
to the following principles: (i) When confirming the OHEREEBENN SR - 1B
interest of the lease liability, increase the carrying HEEENGHEE  OXNHE
amount of the lease liability; (ii) When paying the lease NRER - RO HEAENERR
payment, reduce the carrying amount of the lease +5 OREMKMELESRA
liability; (i) When the lease payment changes due BEYWHEMNKEZ LGB -
to revaluation or lease change, the book value of the FErEHEaENERREE -

lease liability is remeasured.

The interest expense of the lease liability in each period EZREEMHABMANERAERE
of the lease period is calculated at a fixed periodic BECHENASHENTEE
interest rate and is included in the current profit and loss, B st AEHiED  BEEE
except for those that should be capitalized. Recurring AL BIBRON o BHIE R = 2 A
interest rate refers to the discount rate used by the SEHHERGEETVRTERAT
Group in the initial measurement of lease liabilities, FRAMMRE  ERAHEENK
or when lease payments need to be remeasured at a A AHEEEMHILR
revised discount rate due to changes in lease payments B ENITREEHHSEaEETE
or lease changes, The revised discount rate adopted AT ER  AKEEFEAMNEE
by the group. BHITIRE -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZE5HEOR & Gst it ()

ACCOUNTING ESTIMATES (CONTINUED)

24. Lease liabilities (continued) 24, fIE A H)

(3) Remeasurement 3

After the start of the lease period, when the following
circumstances occur, the Group remeasures the lease
liability based on the changed lease payments and
the present value calculated by the revised discount
rate, and adjusts the book value of the right-of-use
asset accordingly. If the carrying value of the right-
of-use asset has been reduced to zero, but the lease
liability still needs to be further reduced, the Group
will include the remaining amount in the current profit
and loss. (i) Changes in the actual fixed payment
amount; (ii) Changes in the expected payable amount
of the residual value; (iii) Changes in the index or
ratio used to determine the lease payment amount; (iv)
The evaluation result of the purchase option changes;
Changes in the evaluation results or actual exercise

of lease options.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

25.

Provision

Present obligations arising as a result of a past event
(such as warranty, onerous contract, etc.) are recognized
as provision when the performance of such obligations is
likely to result in the outflow of economic benefits and the

amount can be estimated reliably.

The amount recognized as a provision is the best estimate of
the expenditure required to perform the present obligation.
Lots of factors, such as risks and uncertainties that surround
the underlying events and the time value of money etc,
are taken into account. Where the effect of time value of
money is material, the best estimate shall be the present
value of the future cash flow. Where discounting is used,
the increase of a provision to reflect the passage of time

shall be recognized as borrowing costs.
Provisions shall be reviewed as at balance sheet date and

adjusted to reflect the current best estimates.

Provisions expected to be paid within a year since balance

sheet day are presented as current liabilities.

25.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

@

26. Revenue Recognition and Measurement
The Group’s operating revenue mainly includes sales
revenue of goods, revenue of providing services, revenue
of EPC construction contract, interest income, revenue of

leasing contract, etc.

(1) Revenue recognition

The Group shall recognize revenue when the Group
satisfies the performance obligation of the contract,
that is, the customer obtains control of relevant goods
or services. Control of a good or service refers to the
ability to direct the use of the good or service, and
obtain substantially all of the benefits from the goods

or services.

When the contract contains two or more performance
obligations, on the inception of the contract, the
transaction price is allocated to each separate
performance obligation in proportion to the stand-
alone price of the promised goods or services, and
the revenue is recognized according to the transaction

price allocated to each performance obligation.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

IV. SIGNIFICANT

H 1T B 5 O B B B M R ()

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

26. Revenue Recognition and Measurement (continued)

1)

Revenue recognition (continued)

The transaction price is the amount of consideration
to which an entity expects to be entitled in exchange
for transferring promised goods or services to a
customer, excluding amounts collected on behalf
of third parties. The transaction price confirmed by
the Group does not exceed the amount that is highly
probable that a significant reversal in the amount of
cumulative revenue recognized will not occur when the
uncertainty associated with the variable consideration
is subsequently resolved. An entity shall recognize
a refund liability if the entity expects to refund some
or all of the consideration to the customer which is
not included in the transaction price. Where there
is significant financing component in the contract,
the Group shall determine the transaction price on
the basis of the amount payable in cash when the
customer assumes control of the goods or services.
The difference between the transaction price and
the contract consideration shall be amortized by the
effective interest rate method during the contract
period. The Group shall not take into account the
existence of a significant financing component in the
contract if the Group expects, at contract inception,
that the period between when the customer acquires
the control of a promised good or service and when the
customer pays for that good or service will be one year
or less. If the customer is expected to acquire control
of the goods or services more than one year after the
customer pays the price, The Group shall consider the

significant financing element in the contract.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

H S I B B R R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated) (A< A B H Mk BRI EE AL > BLLARMEICHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZE5HEOR & Gst it ()

ACCOUNTING ESTIMATES (CONTINUED)

26. Revenue Recognition and Measurement (continued) 26. WO W2 IR ) A gt S B (4)

(I) Revenue recognition (continued) (D) WABERZER(4)

The Group satisfies a performance obligation over
time, if one of the following criteria is met; otherwise,
it satisfies a performance obligation at a point in time:
(i) the customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs; (ii) the customer can control the
asset which is created by the Group’s performance; (iii)
the Group’s performance does not create an asset with
an alternative use and the Group has an enforceable
right to payment for performance completed to date

during the whole contract period.

For a performance obligation satisfied over time,
the Group shall recognize revenue over time by
measuring the process towards complete satisfaction
of the performance obligation. If the Group cannot
be able to reasonably measure the progress towards
complete satisfaction of a performance obligation and
the costs incurred by the Group can be expected to
be compensated, the revenue shall be recognized
according to the costs incurred until such time that it
can reasonably measure the process towards complete

satisfaction of the performance obligation.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

26. Revenue Recognition and Measurement (continued)

1)

2)

Revenue recognition (continued)

For a performance obligation satisfied at a point in time,
the Group shall recognize revenue when the customer
obtains control of relevant goods or services. In judging
whether customers obtain control of promised goods or
services, the Group considers the following indications:
Mthe Group has a present right to the payment for
the goods or services; @the Group has transferred
the legal title of the goods to customers; @the Group
has transferred physical possession of the goods to
customers; @the group has transferred the significant
risks and rewards of the ownership to the customers;

®customers have accepted the goods or services.

Specific accounting policies related to the Group’s main

revenue-generating activities are described below:

(a) Sales contracts

Sales contracts between the Group and its
customers usually contain only the performance
obligation to transfer goods. The Group usually
takes into account the following factors and
identifies revenue at the time when the customer
accepts the goods: the present right to the payment
for the good; the transfer of the significant risks
and rewards in the ownership of commodities; the
transfer of legal ownership of commodities,; the
transfer of physical possession of the goods, and

the acceptance of goods by customers.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

@

26. Revenue Recognition and Measurement (continued)

(2) Specific accounting policies related to the Group’s
main revenue-generating activities are described below:

(continued)

(b) Service contracts

Services contracts between the Group and
its customers usually include performance
obligations such as technical services, product
after-sales maintenance services, etc. Since the
Group’s customers simultaneously receive and
consume the benefits provided by the Group’s
performance as the Group performs, and the
Group has an enforceable right to payment for
performance completed to date during the whole
contract period, the Group will recognize it as a
performance obligation satisfied over time and
recognize revenue according to the progress
of performance, except that the progress of
performance cannot be reasonably determined.
The Group determines the progress of service
delivery according to the input method. If the
costs incurred by the Group can be expected to
be compensated, the revenue shall be recognized
according to the costs incurred until such time
that it can reasonably measure the process
towards complete satisfaction of the performance

obligation.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()
ACCOUNTING ESTIMATES (CONTINUED)

26. Revenue Recognition and Measurement (continued) 26. WO W R DR R EE R O 5 (4)

(2) BRI BIRAFNA 1 3 BE 5 B A
R R T (AF)

(2) Specific accounting policies related to the Group’s

main revenue-generating activities are described below:

(continued)

(c)

Revenue from construction contracts (Only applicable

if control is transferred over a period of time)

For the project business contracts between the
Group and its customers, the Group recognizes
revenue according to progress of performance
within such period for satisfying such performance
obligations during a period of time. Progress of
performance refers to the contract cost actually
incurred on a cumulative basis as of the balance
sheet date as a percentage of the expected total
cost under contract (the input method). Based on
the progress of performance of the project, revenue
from project business contracts is recognized as
the contract cost actually incurred plus the gross
profit margin under contract. If the total contract
cost is likely to exceed total contract revenue,
the expected loss is recognized as expenses for
the current period immediately. If the sum of the

cost actually incurred and the recognized gross
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4F 06 H 30 H

(All amounts are presented in RMB except otherwise stated) (A< A B H Mk BRI EE AL > BLLARMEICHIR)

IVv.

@

SIGNIFICANT ACCOUNTING POLICIES AND W - ®Z&sHBOR &k &l fist ()

ACCOUNTING ESTIMATES (CONTINUED)

26. Revenue Recognition and Measurement (continued) 26. W ARERR R B At & 05 v (48)

(2) Specific accounting policies related to the Group’s (2) BLRLE BRGN035 BT

main revenue-generating activities are described below:

(continued)

(c¢) Revenue from construction contracts (Only applicable if

control is transferred over a period of time) (continued)

profit margin under contract exceed the contract
settlement fee, the excess is taken to contract
assets. Where the contract settlement fee exceeds
the sum of the cost actually incurred and the
recognized gross profit margin under contract,
the excess is taken to contract liabilities. When
the progress of performance of project business
contracts cannot be reasonably determined, if the
costs incurred are expected to be compensated,
the Group recognizes revenue based on the
amount of costs incurred, until the progress of
performance can be reasonably determined. If the
costs incurred are not expected to be recovered,
itis recognized as expenses for the current period
immediately when the contract cost is incurred.
For changes, claims and awards under contract,
revenue is recognized only when it is likely to

happen and the amount can be reliably estimated.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND WY - #2265 BoR & & at it (4)
ACCOUNTING ESTIMATES (CONTINUED)
26. Revenue Recognition and Measurement (continued) 26. WO IR B At & 07 2 (4

(2) BRI BIRAFNA 1 3 BE 5 B A
R R T (AF)

(2) Specific accounting policies related to the Group’s

main revenue-generating activities are described below:

(continued)

(d)

Warranty obligations

In accordance with contractual arrangements and
legal requirements, the Group provides warranty
for goods that it sells and assets that it builds. For
the guarantee-type warranties under which the
Group warrants to the customers that the goods
sold satisfy certain pre-set criteria, accounting
treatments are as set out in Note 1V.25. For the
service-type warranties under which the Group
provides a separate service in addition to the
warranty to the customers that the goods sold
satisfy certain pre-set criteria, it is treated as
a standalone performance obligation and part
of the transaction price is apportioned to the
service-type warranty based on the proportion of
the separate selling prices under the guarantee-
type and service-type warranties, and revenue is
recognized when the customer acquires control
of the service. In assessing whether a separate
service is provided to the customer in addition to
the warranty that the goods sold satisfy certain
pre-set criteria, the Group considers whether the
warranty is a statutory requirement, the validity
period of the warranty and the nature of the

Group’s commitment to perform.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H
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IVv.
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SIGNIFICANT ACCOUNTING POLICIES AND W - ®Z&sHBOR &k &l fist ()
ACCOUNTING ESTIMATES (CONTINUED)

26. W AR R U A E B 5 ¥ (4

26. Revenue Recognition and Measurement (continued)

(2)  BLACKE BRGN035 ZE50 By A I
Wy R BRI T - (A)

(2) Specific accounting policies related to the Group’s

main revenue-generating activities are described below:

(continued)

(e)

Principal/Agent

For the Group, after acquiring control of the goods
from a third party, it transfers them to customers or
integrates the purchased goods with other goods
into a portfolio of output through the provision of
significant services. The Group has the right to
decide the price of the goods or services it trades
independently, that is, it can control the goods or
services before transferring them to customers.
Therefore, the Group is the main principal, and
revenue is recognized by the total consideration
received or receivable. Otherwise, the Group, as
an agent, shall recognize revenue in the amount
of any fee or commission to which it expects to be
entitled. The amount shall be determined based
on net amount of total consideration received
or receivable less amounts payable to other
interested parties, or based on the established

amount or proportion of commission.
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IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()
ACCOUNTING ESTIMATES (CONTINUED)

26. Revenue Recognition and Measurement (continued) 26. WA T R S0 st £ O vk (4
(2) Specific accounting policies related to the Group’s (2) BN LE IR FFNCN 1 2 B B

main revenue-generating activities are described below: R i € Gt BOR S T - (4)

(continued)

(f) Interest income ® FlEAMA
It is calculated and determined according to the RRMOACAAEEGEE
time when other people use the Group’s monetary CHREHEMERA R ER
fund and the actual interest rate. E °

(g) Rental income @ MHEKA
The rental income of operating lease is recognized LEHEMNHSWATHE
by the straight line method during each period HAN & (E HA RS 42 PR B 4 A T
of the lease term, and the contingent rental is RHEHEEERBER
included in the profits and losses of the current FTAEHE o

period when it actually occurs.
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From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4F 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

@

27. Government grants

The Group’s government grants include tax return, financial

subsidies etc.

The Group’s government grants include government grants
related to assets and government grants related to income.
Government grants obtained by the Group which are relevant
to purchase, construction or acquisition of long-term assets
in other ways are classified as government grants related
to assets; all other government grants are classified as
government grants related to income. If the subsidies are not
specified in the government documents, the Group judges
them according to the above distinction principle. If it is
difficult to distinguish, the whole is classified as government

grants related to income.

If the government grants are monetary assets, it shall be
measured according to the amount actually received. For the
government grants allocated according to the fixed quota
standard, or for the end of the year, when there is conclusive
evidence that it meets the relevant conditions stipulated by
the financial support policy and is expected to receive the
financial support funds, it shall be measured according to
the amount receivable. If the government grants are non-
monetary assets, it shall be measured at fair value; if the
fair value cannot be reliably obtained, it shall be measured

at a nominal amount.

Government grants related to assets shall be recognized
as deferred income and amortized to profits or losses of
the current period using the straight-line method within the

useful life of the relevant assets.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

27.

Government grants (continued)

If the relevant assets are sold, transferred, scrapped or
damaged before the end of their useful life, the balance of
related deferred income that has not been allocated shall
be transferred to the profits and losses of the current period

of asset disposal.

Government grants related to income, as compensation for
costs and expenses in subsequent periods, are recognised
as deferred income and shall be recorded in profit or loss
over the period in which the relevant costs or losses are
recognized. The government grants related to daily activities
shall be recognized in other income or offset the relevant
costs and expenses according to the essence of economic
business. Those that are not related to daily activities shall

be recognized in non-operating income and expenses.

If the Group obtains the policy-based preferential loan
discount, it shall distinguish between the cases where the
finance allocates the discount funds to the lending bank
and that the finance allocates the discount funds directly
to the Group. The accounting treatment shall be carried out

according to the following principles:

27.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

®

(1)

27. Government grants (continued)

If the finance allocates the discount funds to the
lending bank and the lending bank provides loans
to the Group at the policy-based preferential interest
rate, the group shall use the amount actually received
as the entry value of the loan, and then calculate the
relevant borrowing costs according to the borrowing
principal and the policy preferential interest rate (or
use the fair value of the loan as the entry value of the
loan and calculate the borrowing costs according to the
effective interest method. The difference between the
amount actually received and the fair value of the loan
is recognized as deferred income. The deferred income
is amortized by the effective interest method during the
duration of the loan, and the related borrowing costs

are reduced.)

The finance will directly allocate the discount funds
to the Group, which will deduct the related borrowing

costs from the corresponding discount.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
H R A 1 S S BRI R ()

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()
ACCOUNTING ESTIMATES (CONTINUED)

27. Government grants (continued) 27. BURHIBh (5])
If the government grants confirmed by the Group needs to AEECEANBFFEEEZRE -
be returned, the accounting treatment shall be conducted EHEERBMERSBRIRBUATHRE
in accordance with the following provisions in the current EITERERE -

period in which it needs to be returned:

1) Adjust the book value of assets if the book value of 1) VAR AR EERAEE
the relevant assets is written off at the time of initial B - AREEREER -

confirmation.

2) If there are related deferred incomes, the carrying 2) TFHEMBELEWZER - REER
amount of related deferred income shall be deducted RN RE T - BB HET
and the excess part shall be included in the current A& B -

profits and losses.

3) Ifit belongs to other circumstances, it shall be directly 3) BREMBERLYN  EEFTAZEH

= s
H2S o

e

included in the profits and losses of the current period.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

ACCOUNTING ESTIMATES (CONTINUED)

28.

Deferred tax assets and deferred tax liabilities

Deferred tax assets and deferred tax liabilities are recognized
based on the temporary differences between the tax bases
and the carrying amount of assets and liabilities. A deferred
tax asset shall be recognized for deductible losses to the
extent that it is probable that tax profit will be available
against which the deductible losses can be utilized in
accordance with tax law Deferred tax liabilities for temporary
taxable differences relating to goodwill are not recognized to
the extent they arise from the initial recognition of goodwill.
Deferred tax assets and liabilities are not recognized if
the temporary differences arise from initial recognition of
an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither
accounting nor taxable profit or loss. As at balance sheet
date, deferred tax assets and deferred tax liabilities are
determined using the applicable tax rates that are expected
to apply when the related deferred income tax asset is

realized, or the deferred income tax liability is settled.

Deferred tax assets are recognised only if it is probable
that future taxable amounts will be available to utilise those

temporary differences and losses.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

29.

Lease

On the contract start date, the Group evaluates whether
the contract is a lease or includes a lease. If one party in
the contract transfers the right to control the use of one or
more identified assets within a certain period in exchange
for consideration, the contract is a lease or contains lease.
In order to determine whether the contract has given up
the right to control the use of the identified assets within
a certain period of time, the Group assesses whether the
customers in the contract are entitled to receive almost all of
the economic benefits arising from the use of the identified
assets during the period of use and have the right to This

use period dominates the use of identified assets.

If the contract includes multiple separate leases, the Group
will split the contract and account for each separate lease. If
the following conditions are met at the same time, the right
to use the identified assets constitutes a separate lease in

the contract:

—  Thelessee can profit from using the asset alone or with

other resources that are readily available;

—  The asset is not highly dependent or highly related to

other assets in the contract.

Where the contract contains both the leased and non-
leased parts, the group, as lessor and lessee, shall conduct
accounting treatment after splitting the leased and non-

leased parts.

29.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

H ST B 5 O B B B M R ()

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated) (A< A B H Mk BRI EE AL > BLLARMEICHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZE5HEOR & Gst it ()

ACCOUNTING ESTIMATES (CONTINUED)

29. Lease (continued) 29. HE ()

(1) Lessee (1) EZAEMA

The types of leased assets of the Group mainly include

buildings, machinery and equipment and site use rights.

(a) Initial measurement

On the lease start date, the Group recognizes
its right to use the leased asset during the lease
term as a right-of-use asset, and recognizes the
present value of outstanding lease payments as
lease liabilities, except for short-term leases and
leases of low-value assets. When calculating the
present value of lease payments, the Group uses
the embedded interest rate as the discount rate;
if it cannot determine the leased interest rate,
the lessee’s incremental borrowing interest rate

is used as the discount rate.

INTERIM REPORT 2022
CHONGQING MACHINERY & ELECTRIC CO., LTD

AEBEHEEENERETEBERE
EREY  BERELSHER

(a) HEFTE

EHERBR - AEBEEE
NHEMEHAEREEEE
MEMNERREREEE
1 i R A 9 AR B SRR Y
AERRIREEAGR &
HHEEMEBEEERER
Sh o R ERENFRBEHR
BF  AEBERBASH X
ERITRE  BAEEHRE
REMER - RAREAE
EEFRARER/FTIRE -



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

29. Lease (continued)

)

Lessee (continued)

(a) Initial measurement (continued)

The lease term is the period during which the
Group is entitled to use the leased asset and is
irrevocable. If the Group has a renewal option, that
is, it has the right to choose to renew the asset
and it is reasonably determined that the option
will be exercised, the lease period also includes
the period covered by the renewal option. The
Group has the option to terminate the lease, that
is, has the right to choose to terminate the lease
of the asset, but it is reasonably determined that
the option will not be exercised. The lease period
includes the period covered by the termination
lease option. If a major event or change occurs
within the Group’s control and affects whether the
Group is reasonably certain that the corresponding
option will be exercised, the Group will reasonably
determine whether it will exercise the lease
renewal option, purchase option or not terminate

the lease option Rights for reassessment.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

ACCOUNTING ESTIMATES (CONTINUED)

29. Lease (continued)

(1) Lessee (continued)

(b)

Subsequent measurement

The Group uses the straight-line method to
depreciate the right-of-use assets. If it is
reasonably possible to determine the ownership
of the leased asset at the expiry of the lease
term, the Group depreciates it over the remaining
useful life of the leased asset. If it is not possible
to reasonably determine that the ownership of
the leased asset can be obtained when the lease
term expires, the Group depreciates it within the
shortest period between the lease term and the

remaining useful life of the leased asset.

The Group calculates the interest expense of the
lease liability in each period of the lease period
based on the cyclical interest rate of the fixed
assets, and calculates it into the current profit

and loss.

The variable lease payments not included in the
measurement of lease liabilities are included in the

current profit and loss when they actually occur.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

29. Lease (continued)

)

Lessee (continued)

(b) Subsequent measurement (continued)

(c)

After the start of the lease period, when the actual
fixed payment amount changes, the estimated
residual payable amount of the guarantee
changes, the index or ratio used to determine
the lease payment amount changes, the purchase
option, the lease renewal option, or the termination
option evaluation When the result or the actual
exercise situation changes, the Group remeasures
the lease liability based on the present value of
the changed lease payments and adjusts the book
value of the right-of-use asset accordingly. If the
book value of the right-of-use asset has been
reduced to zero, but the lease liability still needs
to be further reduced, the Group will include the

remaining amount in the current profit and loss.

Lease changes

Lease changes are changes in the lease scope,
lease consideration, and lease duration that are
outside of the original contract terms, including
adding or terminating the right to use one or more
leased assets, extending or shortening the lease

period stipulated in the contract.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

®

29. Lease (continued)

(1) Lessee (continued)

Lease changes (continued)

When a lease is changed and the following
conditions are also met, the Group accounts for

the lease change as a separate lease:

—  The lease change expands the scope of the
lease by adding the right to use one or more

lease assets;

—  Theincreased consideration is equivalent to
the individual price of the enlarged part of

the lease scope adjusted for the contract.

If the lease change is not accounted for as a
separate lease, on the effective date of the lease
change, the Group re-determines the lease term
and uses the revised discount rate to discount
the changed lease payment to remeasure the
lease liability. In calculating the present value of
lease payments after the change, the Group uses
the leased interest rate in the remaining lease
period as the discount rate; if it is not possible to
determine the leased interest rate in the remaining
lease period, the Group’s increment on the lease
change effective date The borrowing rate is used

as the discount rate.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
H R A 1 S S BRI R ()

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()
ACCOUNTING ESTIMATES (CONTINUED)

29. Lease (continued) 29. HE(#)
(1) Lessee (continued) 1) (EXRAHA (H)
(¢) Lease changes (continued) (c) THEZE ()
Regarding the impact of the above adjustments L EEEBERABENE
on lease liabilities, the Group distinguishes the 2 AEBEESNUTERE
following situations for accounting treatment: TEtEE
- If the lease change results in a reduction in - HEZFEIHESE
the scope of the lease or a shortened lease G HERERS
term, the Group reduces the book value of AEBAREAEELEE
the right-of-use asset to reflect the partial FEREEE - UREHE
or complete termination of the lease. The ENH O RIEHTER
Group counts the gains or losses related to IE o REBEBHHE&IE
the termination or partial termination of the HEERIEHENHE
lease in the current profit and loss. FEsBRE AR HE
- For other lease changes, the Group adjusts - HMHEEEE  K&EH
the book value of the right-of-use asset HEAREREEEN
accordingly. BREEE -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

©

29. Lease (continued)

(1) Lessee (continued)

(d)

Short-term leases and leases of low-value assets

On the lease start date, the Group’s lease term
does not exceed 12 months, and leases that do
not include purchase options are considered
short-term leases; leases whose single leased
assets are brand new assets that do not exceed
RMB30,000 are considered low-value asset
leases. Where the Group subleases or anticipates
subleasing leased assets, the original lease is not
recognized as a low value asset lease. The Group
does not recognize right-of-use assets and lease
liabilities for short-term leases and leases of low-
value assets. In each period of the lease term, the
relevant asset costs or the current profit and loss
are calculated in accordance with the straight-line
method, and the contingent rent is included in the

current profit and loss when it actually occurs.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

IV. SIGNIFICANT

H I O B B R R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)

ACCOUNTING ESTIMATES (CONTINUED)

29. Lease (continued)

2)

Lessor

Leases that substantially transfer all of the risks and
rewards associated with the ownership of leased assets
on the commencement date of the lease are finance

leases. All other leases are operating leases.

(a) Finance lease

On the lease start date, the Group recognizes
finance lease receivables for financial leases and
ceases to recognize financial lease assets. When
the Group performs the initial measurement of
financial lease payments, the net lease investment
is used as the recorded value of the financial
lease receivables. The net lease investment is
the sum of the unguaranteed residual value and
the present value of the lease payments that have
not been received at the start of the lease period,
discounted at the interest rate included in the

lease.

The Group calculates and recognizes interest
income for each period of the lease term at a
fixed periodic interest rate. The variable lease
payments obtained by the Group that have not
been included in the measurement of the net lease
investment shall be included in the current profit

and loss when they actually occur.

ACCOUNTING POLICIES AND W - EZEEHEOR L Fs sk ()
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4F 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

@

29. Lease (continued)

(2) Lessor (continued)

(b)

Operating lease

Rental income from operating leases is recognized
as profit or loss for the current period on a straight-
line basis over each period of the lease term, and
contingent rent is charged to profit or loss for the

period when it actually occurs.

(3) Sale and leaseback transactions

The Group evaluates whether the transfer of assets

in the sale-and-leaseback transaction is a sale in

accordance with Note |V.26.

(a)

Lessee

Where the asset transfer in a sale-and-leaseback
transaction is a sale, the Group, as a lessee,
measures the right-of-use asset formed by the
sale-and-leaseback based on the portion of the
original asset’s book value related to the use-right
obtained from the leaseback, and only transfers
the lease Confirm the relevant gains or losses of
the rights of the person; if the asset transfer in the
sale and leaseback transaction does not belong
to the sale, the Group as the lessee continues
to recognize the transferred asset and at the
same time confirms a financial liability equal to
the transfer income, in accordance with notes

IV.9 Accounting treatment of this financial asset.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

(A AT R M FEBR AR GE IS - B LAANRBEITTIIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()

ACCOUNTING ESTIMATES (CONTINUED)

29. Lease (continued) (continued)
(3) Sale and leaseback transactions (continued)

(b) Lessor

If the asset transfer in a sale-and-leaseback
transaction belongs to sales, the Group act
as lessors to account for asset purchases and
account for asset leases in accordance with the
foregoing provisions; asset transfers in a sale-
and-leaseback transaction do not belong to sales
the Group as the lessor do not recognize the
transferred assets, but recognize a financial asset
equal to the transferred income, and account for

the financial asset in accordance with Note IV.9.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4F 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

®

Held-for-sale assets

(1)

Non-current assets or disposal groups meeting the
following conditions are classified as held-for-sale
assets: 1) the non-current assets or disposal groups
can be immediately sold under current conditions
pursuant to general terms for selling such assets or
disposal groups; 2) its sale must be highly probable,
that is, a decision has been made on a sales plan and
a firm commitment has been obtained, and the sales
are expected to be completed within one year. The
relevant provisions require the approval of the relevant
authorities or regulatory authorities before they can be
sold. Before the Group classifies non-current assets or
disposal groups as held-for-sale assets for the first time,
the Group measures the book value of all assets and
liabilities in non-current assets or disposal groups in
accordance with relevant accounting standards. When
the Group initially measurement or re-measurement
is made on the balance sheet date, and the carrying
amount of the non-current assets or disposal group
holding for sale is higher than the fair value less cost
to sell, the carrying amount shall be written down
to the fair vale less cost to sell. The amount written
down is recognized as the loss of impairment of assets
which is included in current profits and losses, and the
corresponding provision for impairment of held-for-sale

assets is also recognized.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

30. Held-for-sale assets (continued)

2

If the non-current assets or disposal group acquired
exclusively for resale by the Group meets the
requirement that the sale is expected to be completed
within one year on the acquisition date, and is likely to
meet other conditions for the classification of held-for-
sale assets within a short period (usually within three
months), it shall be classified as held-for-sale assets
on the acquisition date. In the initial measurement,
the initial measurement amount and the fair value less
costs to sell is compared and measured at a lower
level under the condition that is not classified as held-
for-sale assets. Except for the non-current assets or
disposal groups acquired in the merger of enterprises,
the difference resulting from the net amount of the non-
current assets or disposal groups after deducting the
costs to sell from the fair value shall be taken as the
initial measurement amount, and shall be included in

the current profit or loss.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

©

Held-for-sale assets (continued)

)

If the Group loses control of subsidiaries due to the
sale of its investment in subsidiaries or other reasons,
whether or not the Group retains part of its equity
investment after the sale, when the investment in
subsidiaries to be sold meets the requirements for the
classification of held-for-sale assets, the investment of
subsidiaries shall be divided into held-for-sale assets
as a whole in the individual financial statements of
the parent company, and all assets and liabilities of
the subsidiaries shall be listed as held-for-sale in the

consolidated financial statements.

If the net amount of the non-current assets classified
as held for sale on the subsequent balance sheet date
increases, the amount previously written down shall
be restored and shall be reversed within the amount
of the impairment loss of the assets recognized after
being classified as hold-for-sale assets. The reversed
amount shall be included in the current profits and
loss. Losses of impairment of assets recognized before
the classification of held-for-sale assets shall be not

reversed.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

30. Held-for-sale assets (continued)

5)

For the amount of loss of impairment of assets confirmed
by the disposal group classified as held for sale, the
carrying amount of goodwill in the disposal group shall
be offset first, and then the carrying amount of non-

current assets shall be offset pro rata on the basis.

If the net amount of the disposal group classified as
held for sale on the subsequent balance sheet date
increases, the amount previously written down shall
be restored and shall be reversed within the amount
of the impairment loss of the assets recognized by
non-current assets applicable to relevant measurement
provisions after being classified as hold-for-sale
assets. The reversed amount shall be included in the
current profits and loss. The carrying amount of the
goodwill that has been written down and the losses of
impairment of non-current assets recognized before
they are classified as held-for-sale assets shall be not

reversed.

The subsequent reversals of the impairment losses
recognized by the disposal group classified as held for
sale shall increase the carrying amount of non-current
assets in the disposal group in proportion according
to the proportion of the carrying amount of the non-

current assets except goodwill in the disposal group.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

©

Held-for-sale assets (continued)

(6)

(8)

The non-current assets classified as held for sale
or non-current assets in the disposal group are not
depreciated or amortized. Interest and other expenses
attributable to the liabilities of a disposal group classifies

as held for sale shall continue to recognize.

When the non-current asset or the disposal group
classified as held for sale ceases to meet the conditions
for the classification of held for sale and ceases to
be further classified as held for sale or ceases to be
included in a disposal group classified as held for sale,
it shall be measured at the lower of: a) its carrying
amount before the non-current asset or disposal
group was classified as held for sale, adjusted for
any depreciation, amortization or impairment that would
have been recognized had the non-current asset or
disposal group not been classified as held for sale;

b) its recoverable amount.

When derecognizing of non-current assets or disposal
group classified as held for sale, the unrecognized
gains or losses shall be included in the current profits

and losses.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

31.

32.

Discontinued operation

Discontinued operations referring to be clearly distinguished
component which has been disposed of or is classified as
held for sale, shall satisfy one of the following condition: (1)
the component represents an independent main business
or a separate main area of operation; (2) the component
is part of a related plan for disposing an independent
main business or a separate main operating area; (3) the

component is a specially subsidiary obtained for resale.

Segment Information

The Group determines the operating segment based on
internal organizational structure, management requirements
and internal reporting system. The reportable segment and
disclosing the information are determined based on the

operating segment.

Operating segment refers to the components within the
Group that satisfy all the following conditions: (1) the
components can generate income and expenses in daily
activities; (2) the operating results of the components are
regularly reviewed by the management of the Group to
make decisions about resources to be allocated to the
segment and assess its performance; (3) Discrete financial
information including the financial position, operating results
and cash flow of the component is available. If two or more
operating segments have similar economic characteristics
and meet certain conditions, they can be merged into one

operating segment.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

H S I B B R R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated) (A< A B H Mk BRI EE AL > BLLARMEICHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZE5HEOR & Gst it ()

ACCOUNTING ESTIMATES (CONTINUED)

33. Financial Guarantee Contracts

Financial guarantee contracts are contracts that require the
issuer to make specific payments to reimburse the holder
for a loss it incurs because a specified debtor fails to make
payment when due. Such financial guarantees are given
to banks, financial institutions and other entities to secure

related party loans, overdrafts and other bank facilities.

The financial guarantee contract is initially recognized at
fair value on the date the guarantee was given, and shall
be subsequently measured at the higher of amortized
value and the best estimate of the reserves required for
the performance of the group’s guarantee obligations on
balance sheet date. The increased liabilities associated with
the contract and shall be recorded in current profit or loss.
These estimates are based on similar business experience,

past losses and management judgment.

34. Critical Accounting Estimates and Judgments
Estimates and judgments are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed
to be reasonable under the circumstances. The Group
makes estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities

within the next financial year are addressed below.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R Bk S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()
ACCOUNTING ESTIMATES (CONTINUED)

34. Critical Accounting Estimates and Judgments (continued) 34. BB GFHEEHA B ()
(1) Taxation a wHHE
The Group is subject to various taxes in many countries, AEBEZEBERERAZEN
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HEZEHIEMHERNEZEL A
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initially recorded, such differences will affect the tax FEELHEEEBENTRE -

such as income tax and VAT. Significant judgment is
required in determining the account for such taxes.
There are many transactions and calculations for which
the ultimate tax determination is uncertain during the
ordinary course of business. Based on the estimates
of anticipated tax items, the Group determines whether
additional taxes are required in the future to recognize

the liabilities of tax items. Where the final tax outcome

amount for the period in which the judgment is made.

Deferred tax assets are recognized as management
considers it is probable that future taxable profit will
be available against which the temporary differences
or tax losses can be utilized. Where the expectation
is different from the original estimate, such differences

will impact the recognition of deferred tax assets and
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4F 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

@

34. Critical Accounting Estimates and Judgments (continued)

(2) Method of ascertaining of performance progress for

construction contracts (Only applicable to situations

where control is transferred within a period of time)

The input method is adopted by the Group to ascertain
the progress of performance of construction contracts.
Specifically, the construction costs actually incurred on
a cumulative basis as a percentage of estimated total
costs is used to ascertain progress of performance.
Costs actually incurred on a cumulative basis include
direct and indirect costs incurred by the Group in
the course of transfer of goods to customers. The
Group considers that the consideration of construction
contracts signed with customers is determined based
on construction costs. The construction costs actually
incurred on a cumulative basis as a percentage of
estimated total costs can practically reflect the progress
of performance of the construction service. The Group
determines progress of performance by referring to the
construction costs actually incurred on a cumulative
basis as a percentage of estimated total costs, and
recognizes revenue accordingly. As the period of
validity of construction contracts is relatively long and
may span over a number of accounting periods, the
Group shall review and revise budget as the duration
of the construction contracts continues, and adjust the

amount of recognized revenue accordingly.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
H R A 1 S S BRI R ()

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated) (A< A B Mk BREFRIEE AL > BHLLARMECHIR)

IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()
ACCOUNTING ESTIMATES (CONTINUED)

34. Critical Accounting Estimates and Judgments (continued) 34. BB GFHEEHA B ()

(3) Impairment of financial assets 3) BB W

The Group uses the expected credit loss model to
evaluate the impairment of financial instruments. The
application of the anticipated credit loss model requires
significant judgments and estimates. All reasonable
and evidence-based information, including forward-
looking information, should be taken into account. In
making such judgments and estimates, the Group
infers the expected changes in the debtor’'s credit
risk based on historical repayment data combined with
economic policies, macroeconomic indicators, industry

risks and other factors.

The difference between the actual results and the
original estimates will affect the carrying amount of
financial assets and the provision or reversal for bad
debts of financial assets during the estimated period

of change.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
R S O S S B R R (A

From 1 January 2022 to 30 June 2022 2022 4F 1 H 1 H % 2022 4 06 H 30 H

(All amounts are presented in RMB except otherwise stated)

IV. SIGNIFICANT

ACCOUNTING ESTIMATES (CONTINUED)

34. Critical Accounting Estimates and Judgments (continued)

(4) Impairment of non-financial assets

(a)

Provision of impairment on goodwill

The Group conducts an annual impairment test
on goodwill. The recoverable amount of cash-
generating units or groups of cash-generating
units to which goodwill has been allocated is the
present value of its future cash flows estimated

on the basis of (Notes 1V(20)).

If the management modified the gross profit
rate used in the calculation of the future cash
flow of cash-generating units or groups of cash-
generating units, the Group shall recognize the
provision of impairment on goodwill when the
modified gross profit rate is lower than the current

gross profit rate.

If the management modified the pre-tax discount
rate used for cash flow discounting, the Group
shall recognize the provision of impairment on
goodwill when the modified pre-tax discount rate

is higher than the current discount rate.

The provision of impairment on goodwill cannot be
reversed if the actual gross profit rate or pre-tax
discount rate is higher or lower than the estimates

of the management.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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IV. SIGNIFICANT ACCOUNTING POLICIES AND W - EZEGHEOR L Fatfiah ()
ACCOUNTING ESTIMATES (CONTINUED)

34, EE GG EHRCH B (4D

34. Critical Accounting Estimates and Judgments (continued)

(4)  Fsih B i A ()

(4) Impairment of non-financial assets (continued)

R B 6l

(b) Impairment of long-term assets 2)

Long-term assets are reviewed for impairment
annually according to the accounting policy of the
Group. The recoverable amount of an asset or a
cash-generating unit is the higher of its fair value
less costs of disposal and the present value of
the expected future cash flow. The calculation of
value in use requires the company to estimate the
future cash flows expected to be derived from the
cash-generating unit and the appropriate discount
rate based on the assumptions and estimates of
the management. After sensitivity analysis, the
management believes that the carrying amount

of the asset will be fully recovered.

If the management modified the gross profit
rate used in the calculation of the future cash
flow of cash-generating units or groups of cash-
generating units, the Group shall recognize the
provision of impairment on long-term assets when
the modified gross profit rate is lower than the

current gross profit rate.
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IV. SIGNIFICANT

@

()

(6)

7)

34. Critical Accounting Estimates and Judgments (continued)

Valuation of inventory

Inventories are measured at the lower of cost and net
realizable value. Net realizable value is the estimated
selling price in the ordinary course of business less
the estimated costs of completion and the estimated

costs necessary to make the sale.

Estimated useful lives of fixed assets and intangible

assets

The Group reviews the estimated useful lives of fixed
assets and intangible assets at least once at the end of
the year. Estimated useful lives are determined by the
management based on historical experience of similar
assets and expected technological advancement.
Corresponding adjustment to depreciation expenses
for future periods will be made in case of substantial

changes in previous estimates.

Quality warranty

For groups of contracts with similar characteristics, the
Group reasonably estimates maintenance fee charge
based on historical data on and current situation of
maintenance, and taking into account all relevant data
including product upgrade and market changes. The
Group re-assesses maintenance fee charge at least
on every balance sheet date and determines accruals
and provisions based on the re-assessed maintenance

fee charge.
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IV. SIGNIFICANT

From 1 January 2022 to 30 June 2022 2022 4F 1 A 1 H % 2022 4 06 H 30 H
(All amounts are presented in RMB except otherwise stated)

ACCOUNTING ESTIMATES (CONTINUED)

34. Critical Accounting Estimates and Judgments (continued)

(8) Defined benefit plan

The management of the Group determines the net
liabilities of the defined benefit plan based on the
present value of the defined benefit obligation minus
the fair value of the planned assets calculated by
the model. The calculation of the present value of
the defined benefit obligation includes a number of
assumptions, including the benefit period and the
discount rate. If future events are inconsistent with these
assumptions, they may lead to significant adjustments
to the net liabilities of the defined benefit plan set on

the balance sheet date.

35. Changes in critical accounting policies and estimates

(1)

There are no changes in critical accounting policies in

the current period.

There are no significant changes in accounting

estimates in the current period.

There are no major adjustments of prior accounting

errors in the current period.
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V. TAXATION .~ Bl
1. Main categories of tax and corresponding tax rate 1. EEBEEBRFE

Category of tax Tax base Tax rate

HE ks BE

Chinese enterprise

HEL¥E
Enterpnse income tax Taxable income 15%, 25% and 0%
—LEFEHR FERBA{TE 15% + 25% [20%

Value-added tax (“VAT")

—BEH

VAT (easy to collect)
—EER (BHHK)

City maintenance and construction tax

— W AR

Educational surcharge
—HFENM

Property tax
—FER

Land use tax

— DA

Profit tax in Hong Kong
ERAEH

Profit tax for other reglonslcountrles

At B ERAEH

Taxable value-added amount (Tax payable is
calculated using the taxable sales amount
multiplied by the applicable tax rate less
deductible VAT input of the current period)

FEABURERE (JRAR AR IR A E SR TR A
REMRE Bn RN RN REH )

Taxable value-added amount multiplied by VAT
collection rate

JEMBEERRAEERHE

Taxable amounts of VAT

BRERSNEER

Taxable amounts of VAT

RERBMEERH

70% of the original value of the property or rental
income

REREMNT0%HHEEWA

Land occupation area

i AER

13%, 9%, 6%

13% * 9% > 6%

5%, 3%
5% * 3%

5% and 7%
5% K 7%

2% and 3%
2% }23%

1.2%, 12%
1.2%%12%

RMB20/square metre/year,
RMB18/square metre/year,
RMB16/square metre/year,
RMB14/square metre/year,
RMB12/square metre/year,
RMB10/square metre/year,
RMBB8/square metre/year,
RMB7/square metre/year,
RMBb5/square metre/year,
RMB4/square metre/year,
RMB3.2/square metre/year
ARE20TL/FHR/F
ARB18T,/ TR/ -
ANEBAGT/ IR/ 5 -
ANRBAAT TR/ -
AR/ FHK/ &
ARBAOTL/ TR/ -
ARB8TL/ THAK/F
ANRBTL/FhK/ & -
ARMOTL/ THAK/F -
ANREATL/FHR/E -
ARE327L/ FHR/F

16.5%
16.5%

15% + 19% * 26%
16% ~ 19% * 26%
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(All amounts are presented in RMB except otherwise stated)

V. TAXATION (CONTINUED)

1.

Main categories of tax and corresponding tax rate 1.

(continued)

Explanation of taxpayers of different enterprise income tax

From 1 January 2022 to 30 Ju