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FINANCIAL HIGHLIGHTS
For the year ended 31 December
2021 2020
RMB RMB
Revenue 4,278,847,000 2,978,626,000
Gross profit 1,176,371,000 844,104,000
Gross profit margin 27.5% 28.3%
Net profit 380,552,000 289,385,000
Net profit margin 8.9% 9.7%
New orders amounts 6,654,149,000 3,526,020,000
Adjusted EBITDA®M 652,147,000 451,026,000
Basic earnings per Share 0.43 0.39
Diluted earnings per Share 0.38 0.39
As at 31 December
2021 2020
RMB RMB
The aggregated amount of the transaction
price allocated to the remaining performance
obligations under existing contracts 5,720,026,000 3,316,811,000

Note: Adjusted EBITDA represents profit from operations, adjusted to 1) exclude non-cash share-based
compensation expenses, gains from a joint venture, listing expenses, depreciation and amortisation, but
2) include social insurance reduction and exemption.
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The board (the “Board”) of directors (the “Directors”) of Morimatsu International Holdings
Company Limited (the “Company”) is pleased to announce the audited consolidated
results of the Company and its subsidiaries (collectively the “Group”) for the year ended
31 December 2021 (the “Reporting Period”), together with the comparative figures for the

year ended 31 December 2020 as follows:

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Revenue
Cost of sales

Gross profit

Other income/(loss)

Selling and marketing expenses
General and administrative expenses
Research and development expenses

Impairment loss on trade receivables and contract
assets

Profit from operations

Finance costs
Shares of results of joint venture

Profit before taxation

Income tax

Profit for the year

Attributable to:
Equity shareholders of the Company

Profit for the year

Earnings per share
Basic (RMB)

Diluted (RMB)

Note

4(a)

5(a)

Year ended 31 December
2021 2020
RMB’000 RMB’000
4,278,847 2,978,626
(3,102,476) (2,134,522)
1,176,371 844,104
4,832 (16,797)
(106,507) (73,110)
(374,620) (277,153)
(226,628) (125,779)
(2,803) 2,621
470,645 353,886
(22,789) (12,456)
(32) —
447,824 341,430
(67,272) (52,045)
380,552 289,385
380,552 289,385
380,552 289,385
0.43 0.39
0.38 0.39




CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME
Year ended 31 December
Note 2021 2020
RMB’000 RMB’000
Profit for the year 380,552 289,385
Other comprehensive income for the year
Item that will not be reclassified to profit or loss:
Exchange differences on translation of financial
statements of the Company (5,625) 2,518
Item that may be reclassified subsequently to profit
or loss:
Exchange differences on translation of financial
statements of subsidiaries outside mainland
China (4,094) 1,167
Other comprehensive income for the year (9,719) 3,685
Total comprehensive income for the year 370,833 293,070
Attributable to:
Equity shareholders of the Company 370,833 293,070
Total comprehensive income for the year 370,833 293,070




CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Non-current assets

Property, plant and equipment
Right-of-use assets

Intangible assets

Interest in joint venture
Deferred tax assets

Other non-current assets

Current assets

Inventories
Contract assets
Trade and other receivables
Financial assets measured at
fair value through profit or loss (“FVPL”)
Cash and cash equivalents

Current liabilities

Trade and other payables
Contract liabilities
Interest-bearing borrowings
Lease liabilities

Current taxation

Provisions

Net current assets

Total assets less current liabilities

Note

Ya)

9(b)

As at 31 December
2021 2020
RMB’000 RMB’000
1,226,951 838,527
106,225 107,851
33,702 29,901
10,878 —
— 745
15,967 4,005
1,393,723 981,029
1,229,633 804,069
609,515 246,061
916,679 578,858
695 —
1,545,079 424,428
4,301,601 2,053,416
1,085,560 724,551
2,171,901 842,649
370,002 443,532
2,338 882
33,854 6,201
17,362 13,913
3,681,017 2,031,728
620,584 21,688
2,014,307 1,002,717




Non-current liabilities
Lease liabilities

Deferred tax liabilities
Deferred income

Net assets

Capital and reserves

Share capital
Reserves

Total equity attributable to equity
shareholders of the Company

Total equity

As at 31 December

Note 2021 2020
RMB’000 RMB’000
1,536 1,734
4,126 2,272

353 399

6,015 4,405
2,008,292 998,312
571,769 173
1,436,523 998,139
2,008,292 998,312
2,008,292 998,312




NOTES TO THE CONSOLIDATED FINANCIAL INFORMATION

1

SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Statement of compliance

The financial statements have been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (HKFRSs), which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards
(HKASs) and Interpretations issued by the Hong Kong Institute of Certified Public Accountants
(HKICPA), accounting principles generally accepted in Hong Kong and the requirements of the
Hong Kong Companies Ordinance. These financial statements also comply with the applicable
disclosure provisions of the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”). Significant accounting policies adopted by the
Group are disclosed below.

The HKICPA has issued certain amendments to HKFRSs that are first effective or available for
early adoption for the current accounting period of the Group. Note 1(c) provides information
on any changes in accounting policies resulting from initial application of these developments to
the extent that they are relevant to the Group for the current accounting period reflected in these
financial statements.

Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31 December 2021 comprise the
Company and its subsidiaries (together referred to as the “Group”) and the Group’s interest in a
joint venture.

Items included in the financial statements of each entity in the Group are measured using the
currency that best reflects the economic substance of the underlying events and circumstances
relevant to the entity (the “Functional Currency”). The financial statements is presented in
Renminbi (“RMB”), rounded to the nearest thousand except for earnings per share information.

The measurement basis used in the preparation of the financial statements is the historical cost
basis except for forward foreign exchange contract which is measured at fair value.

The preparation of financial statements in conformity with HKFRSs requires management to
make judgements, estimates and assumptions that affect the application of policies and reported
amounts of assets, liabilities, income and expenses. The estimates and associated assumptions
are based on historical experience and various other factors that are believed to be reasonable
under the circumstances, the results of which form the basis of making the judgements about
carrying values of assets and liabilities that are not readily apparent from other sources. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects
both current and future periods.



(o)

The financial information relating to the years ended 31 December 2021 and 2020 included in
this preliminary announcement of annual results does not constitute the Company’s statutory
annual consolidated financial statements for those years but is derived from those financial
statements. Further information relating to these statutory financial statements required to be
disclosed in accordance with section 436 of the Companies Ordinance is as follows:

The Company has delivered the financial statements for the year ended 31 December 2020 to
the Registrar of Companies as required by section 662(3) of, and Part 3 of Schedule 6 to, the
Companies Ordinance and will deliver the financial statements for the year ended 31 December
2021 in due course.

The Company’s auditor has reported on the financial statements of the Group for the year
ended 31 December 2021. The auditor’s reports were unqualified, did not include a reference
to any matters to which the auditor drew attention by way of emphasis without qualifying its
reports, and did not contain a statement under sections 406(2), 407(2) or (3) of the Companies
Ordinance.

Changes in accounting policies

The Group has applied the following amendments to HKFRSs issued by the HKICPA to these
financial statements for the current accounting period:

U Amendments to HKFRS 9, HKAS 39, HKFRS 7, HKFRS 4 and HKFRS 16, Interest rate
benchmark reform — phase 2

J Amendment to HKFRS 16, Covid-19-related rent concessions beyond 30 June 2021
The Group has not applied any new standard or interpretation that is not yet effective for the

current accounting period. The adoption of these accounting policies did not have significant
impact on the financial statements.



2 REVENUE
The principal activities of the Group are the production and sales of various pressure equipment.
(a) Disaggregation of revenue

Disaggregation of revenue from contracts with customers by major products or service lines is
as follows:

Year ended 31 December

2021 2020
RMB’000 RMB’000
Revenue from contracts with customers within the
scope of HKFRS 15
Disaggregated by major products or service lines
— traditional pressure equipment 2,221,045 1,578,628
— reactor 1,036,177 687,554
— heat exchanger 400,142 395,644
— tank 516,792 395,608
— tower 267,934 99,822
— modular pressure equipment 1,925,440 1,325,028
— others* 27,913 21,132
Sales of products 4,174,398 2,924,788
— Pressure equipment design, validation, and
maintenance service 104,449 53,838
Service 104,449 53,838
Revenue of operations 4,278,847 2,978,626
* Others include primarily sales of raw materials and scrap materials.

Disaggregation of revenue from contracts with customers by geographic markets is disclosed in
Note 2(c).



(b)

The Group’s customer base is diversified and includes one customer only with whom
transactions have exceeded 10% of the Group’s revenue of the year ended 31 December 2021
(2020: nil). Revenue from this customer during year ended 31 December 2021 are set out below:

Year ended 31 December
2021 2020
RMB’000 RMB’000
Customer A 535,712 *
* Less than 10% of the Group’s revenue for the corresponding years.

Revenue expected to be recognised in the future arising from contracts with customers in
existence at the reporting date

As at 31 December 2021 and 2020, the aggregated amount of the transaction price
allocated to the remaining performance obligations under the Group’s existing contracts is
RMB5,720,026,000 and RMB3,316,811,000, respectively. This amount represents revenue
expected to be recognised in the future from contracts with customers in existence at the
reporting date. The Group will recognise the expected revenue in future when or as the work is
completed, which is expected to occur over the next 12 to 36 months.

The above amount also does not include any amounts of completion bonuses that the Group may
earn in the future by meeting the conditions set out in the Group’s contracts with customers,
unless at the reporting date it is highly probable that the Group will satisfy the conditions for
earning those bonuses.



(¢) Geographic information
The following table sets out information about the geographical location of the Group’s revenue
from external customers. The geographical location of customers is based on the location at

which the services were provided or the goods delivered.

The Group’s property, plant and equipment, intangible assets are mainly located in mainland
China and accordingly, no geographical information of non-current assets is presented.

Revenue from external customers

Year ended 31 December

2021 2020

RMB’000 RMB’000

Mainland China 3,541,208 1,607,480
North America 117,109 124,119
Asia (excluding mainland China) 338,453 792,342
Europe 215,157 291,242
Others (Note) 66,920 163,443
4,278,847 2,978,626

Note: Others mainly include countries in South America, Africa, and Oceania.

OTHER INCOME/(LOSS)
Year ended 31 December
2021 2020
RMB’000 RMB’000
Government grants (i) 6,685 10,187
Interest income 2,123 1,666
Net realised gains on financial assets measured at fair value
through profit or loss 3,299 3,133
Net foreign exchange losses (16,069) (33,254)
Changes in fair value of financial assets and liabilities 695 57
Net loss on disposal of property, plant and equipment (610) (620)
Others 8,709 2,148
4,832 (16,797)

(i)  Government grants mainly include: (a) grants relating to expenses which represent unconditional
grants received from local government to encourage the Group’s development; and (b) grants
relating to assets which represent the amortisation of deferred income.
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PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging/(crediting):

Year ended 31 December

2021 2020
RMB’000 RMB’000

(a) Finance costs:
Interest on interest-bearing borrowings 22,683 12,396
Interest on lease liabilities 106 60
22,789 12,456

(b)  Staff costs:

Salaries, wages and other benefits 652,029 506,179
Equity-settled share-based payment expenses 67,551 36,835
Contributions to defined contribution retirement plans (i) 66,283 28,792
785,863 571,806

(i)  Employees of the Group’s subsidiaries in the People’s Republic of China (the “PRC”)
are required to participate in a defined contribution retirement scheme administered
and operated by the local municipal government. The Group’s subsidiaries in the PRC
contribute funds which are calculated on certain percentages of the average employee
salary as agreed by the local municipal government to the scheme to fund the retirement
benefits of the employees.

The Group has no other material obligation for the payment of retirement benefits
associated with the scheme beyond the annual contributions described above.
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(c)

Year ended 31 December

2021 2020

RMB’000 RMB’000
Other items:
Amortisation of intangible assets 13,669 6,125
Depreciation charge
— owned property, plant and equipment 74,360 65,813
— right-of-use assets 4,900 4,731
Auditor’s remuneration
— audit services 3,480 3,920
— tax services 390 360
— other services 283 —
Research and development costs (i) 226,628 125,779
Increase in provisions 8,107 6,651
Cost of inventories (ii) 3,102,476 2,134,522
Expense relating to short-term leases 51,254 37,108

(i) Research and development costs included staff costs of RMB119,763,000 and
RMB84,921,000, depreciation and amortisation expenses of RMB7,729,000 and
RMB4,964,000 for the years ended 31 December 2021 and 2020, which are also included
in the respective total amounts disclosed separately above or in Note 4(b).

(i1)) Cost of inventories included staff costs of RMB461,514,000 and RMB368,876,000,
depreciation and amortisation expenses of RMB57,291,000 and RMB52,375,000 for the
years ended 31 December 2021 and 2020, which are also included in the respective total
amounts disclosed separately above or in Note 4(b).
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5

INCOME TAX IN THE CONSOLIDATED STATEMENTS OF PROFIT OR LOSS

(a)

(b)

Taxation in the consolidated statements of profit or loss represents:

Current tax:
Provision for the year

Deferred tax:
Origination and reversal of temporary differences

Actual tax expense

Year ended 31 December
2021 2020
RMB’000 RMB’000
64,673 46,681
2,599 5,364
67,272 52,045

Reconciliation between actual income tax expense and accounting profit at applicable tax

rates:

Note
Profit before taxation
Notional tax on profit before taxation,
calculated at the rates applicable to profits in
the countries concerned (i)(ii)
Additional deduction for qualified research and
development expenses (iii)

Under-provision in respect of prior year
Non-deductible expenses

Tax effect of unrecognised loss (v)
Tax effect of unrecognised temporary difference

Actual tax expense

Year ended 31 December
2021 2020
RMB’000 RMB’000
447,824 341,430
83,476 61,645
(20,905) (10,392)
338 97
7,162 1,619
(3,206) 1,063
407 (1,987)
67,272 52,045

(i)  Under the Corporate Income Tax Law of the PRC (the “CIT Law”), the PRC’s statutory
income tax rate is 25%. The Group’s PRC subsidiaries are subject to income tax at the

statutory tax rate unless otherwise specified.

Pursuant to the income tax rules and regulations of Hong Kong, the Company and the
Group’s subsidiary in Hong Kong was subject to the Hong Kong Profits Tax at a rate of
16.5% during the Reporting Period. No provision for Hong Kong Profits Tax was made
for the company incorporated in Hong Kong as the company did not have income subject

to Hong Kong Profits Tax during 2021 and 2020.
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(i)

(iii)

Pursuant to the income tax rules and regulations of Sweden, Pharmadule Morimatsu AB
was subject to the Sweden Corporate Tax at a rate of 20.6% and 21.4% in 2021 and 2020.

Pursuant to the income tax rules and regulations of the United States, Pharmadule
Morimatsu Inc was subject to the United States Corporate Tax at a rate of 21% in 2021
and 2020, which represents federal income tax at a rate determined by income ranges.

Pursuant to the income tax rules and regulations of India, Pharmadule Engineering India
Private Limited was subject to the Indian Corporate Tax at a rate of 25% during 2021 and
2020. No provision for Indian Corporate Tax was made for Pharmadule Engineering India
Private Limited as the company did not have income subject to Indian Corporate Tax
during the Reporting Period.

Pursuant to the income tax rules and regulations of Japan, Morimatsu Technology And
Service Company Limited was subject to the Japan Corporate Tax at a rate of 33.58% and
33.28% in 2021 and 2020.

Pursuant to the income tax rules and regulations of Italy, Morimatsu Italy S.R.L.
(established on 26 November 2020) was subject to the Italy Corporate Tax at a rate of
24% in 2021. No provision for Italian Corporate Tax was made for Morimatsu Italy S.R.L.
as the company did not have income subject to Italian Corporate Tax during the Reporting
Period.

The subsidiaries of the Group are entitled as a High and New Technology Enterprise as
follows.

Applicable
preferential tax rate Period

Morimatsu (Jiangsu) Heavy Industry Co., Ltd.

(“Morimatsu Heavy Industry”)

(Bt (L) ELAHRA) 15% 2021 and 2020
Shanghai Morimatsu Pharmaceutical Equipment

Engineering Co., Ltd. (“Morimatsu Pharmaceutical

Equipment”) (|1 7R S 883 TR AR A A) 15% 2021 and 2020

Under the CIT Law of the PRC and its relevant regulation, qualified research and
development expenses are subject to income tax deduction at 175% on the amount
actually incurred for the year ended 31 December 2020, and at 200% on the amount
actually incurred for the year ended 31 December 2021.
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(iv)  According to the CIT Law and its implementing regulations of the CIT Law, for dividends
payable to investors that are non-resident enterprise (who do not have organisations or
places of business in the PRC, or that have organisations and places of business in PRC
but to whom the relevant income tax is not effectively connected), 10% of the PRC
withholding tax shall be paid, unless there are any applicable tax treaties are reached
between the jurisdictions of non-resident enterprises and the PRC which may reduce or
provide exemption to the relevant tax. Similarly, any gain derived from the transfer of
shares by such investor, if such gain is regarded as income derived from sources within
the PRC, shall be subject to 10% PRC income tax rate (or a lower tax treaty rate (if
applicable)).

(v)  Under PRC CIT law, the deductible tax losses expire within 5 years from the year when
such losses were incurred. It was mainly arising from the Morimatsu (China) Investment
Co., Ltd. whose principal activity was investment holding.

6 EARNINGS PER SHARE

(a)

Basic earnings per share

The calculation of basic earnings per share is based on the profit attributable to ordinary
equity shareholders of the Company (the “Shareholders”) of RMB380,552,000 (2020:
RMB289,385,000) and the weighted average of 895,034,000 ordinary shares of the Company
(“Shares”) (2020: 750,000,000 Shares after adjusting for the bonus issue in 2021) in issue
during the year, calculated as follows:

Weighted average number of ordinary Shares

2021 2020

Issued ordinary Shares at 1 January 200,000 100,000

Effect of bonus issue (note (i) below) 749,800,000 749,800,000

Effect of Shares issued (note (ii) below) — 100,000

Effect of Shares issued 145,034,000 —
Weighted average number of ordinary Shares at

31 December 895,034,000 750,000,000

note (i): The number of ordinary Shares outstanding before the bonus issue completed on
31 May 2021 was adjusted for the proportionate increase in the number of ordinary
Shares outstanding without a corresponding change in resources, as if the bonus issue
had occurred at the beginning of the earliest period presented.

note (ii): The number of ordinary Shares outstanding before the share issued for reorganisation
completed on 11 November 2020 was adjusted for the proportionate increase in the
number of ordinary Shares outstanding without a corresponding change in resources,
as if the Shares issued at the beginning of the earliest period presented.
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(b) Diluted earnings per Share

The calculation of diluted earnings per Share is based on the profit attributable to ordinary equity
Shareholders of the Company of RMB380,552,000 (2020: RMB289,385,000) and the weighted
average number of ordinary Shares of 1,004,396,000 Shares (2020: 750,000,000 Shares after
adjusting for the bonus issue in 2021), calculated as follows:

Weighted average number of ordinary Shares (diluted)

2021 2020
Weighted average number of ordinary Shares at 31
December 895,034,000 750,000,000
Effect of deemed issue of Shares under the Company’s
share option scheme 109,362,000 —
Weighted average number of ordinary Shares (diluted) at
31 December 1,004,396,000 750,000,000

TRADE AND OTHER RECEIVABLES

As at 31 December

2021 2020

RMB’000 RMB’000

Bills receivable (Note (a)(i)) 83,398 19,662
Trade debtors net of loss allowance 604,819 455,523
Other debtors 23,285 21,069
Prepaid income tax — 491
Financial assets measured at amortised cost 711,502 496,745
Prepayments 205,177 82,113
916,679 578,858
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(a)

Transfers of financial assets

The Group endorsed bank acceptance bills to its suppliers for settling trade payables of the
same amounts on a full recourse basis. All bank acceptance bills had a maturity of less than
one year from the issuance date. As at 31 December 2021, the Group had bill receivable of
RMBS5,205,000 (as at 31 December 2020: nil) pledged to China Zheshang Bank as security for
bills payable.

@)

(ii)

Transferred financial assets that were derecognised in their entirety

The bills accepted by banks with high credit quality were derecognised when they were
endorsed. In the opinion of the directors, the Group did not retain substantially all the
risks and rewards of ownership of these bills, because the credit risk of the acceptance
banks was very low and the Group had transferred out all interest risk of the bills upon
endorsement. As the transferees had the practical ability to further endorse or discount
the bills, control of these bills were transferred upon endorsement and thus they were
derecognised. As at 31 December 2021 and 2020, bills endorsed and derecognised, but yet
reached maturity amounted to RMB232,865,000 and RMB63,700,000 respectively. This
represents the Group’s maximum exposure to loss should the acceptance banks fail to
settle the bills on maturity date. However, non-settlement by those acceptance banks was
considered unlikely.

Transferred financial assets that are not derecognised in their entirety

The other bank acceptance bills with a total carrying amount of RMB47,797,000 and
RMB19,662,000 endorsed by the Group to its suppliers during the years ended 31
December 2021 and 2020 respectively to settle trade payables of the same amounts, were
not derecognised. In the opinion of the directors, the Group retained substantially all risks
and rewards of these bank acceptance bills, and accordingly, it continued to recognise the
full carrying amounts of these bills receivable and the associated liabilities.
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(b) Ageing analysis

As at the end of each Reporting Period, an ageing analysis of the trade debtors (which are
included in trade and other receivables), based on the date of invoice and net of loss allowance,
is as follows:

As at 31 December
2021 2020
RMB’000 RMB’000
Within 3 months 401,492 216,703
More than 3 months but less than 1 year 143,589 141,118
More than 1 year but less than 2 years 57,482 91,900
More than 2 years 2,256 5,802
604,819 455,523

Trade debtors and bills receivable are mainly due within 30 days from the date of invoice.
TRADE AND OTHER PAYABLES

As at 31 December

2021 2020

RMB’000 RMB’000

Bills payable 46,319 —
Trade payables 718,399 433,176
Other payables and accruals 320,842 291,375
Financial liabilities measured at amortised cost 1,085,560 724,551

As at the end of each Reporting Period, the ageing analysis of trade payables (which are included in
trade and other payables), based on the invoice date, is as follows:

As at 31 December

2021 2020

RMB’000 RMB’000

Within 3 months 561,565 327,383
More than 3 months but less than 6 months 99,990 69,795
More than 6 months but less than 12 months 40,214 21,925
More than 1 year but less than 2 years 12,611 10,112
More than 2 years 4,019 3,961
718,399 433,176

Bills payable of RMB11,655,000 (2020: nil) was guaranteed by pledging bills receivable and deposit
with banks.
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All trade and other payables (including amounts due to related parties) are expected to be settled or
recognised as income within one year or are repayable on demand.

CONTRACT ASSETS AND CONTRACT LIABILITIES

(a)

(b)

Contract assets

As at 31 December

Contract assets 2021 2020
RMB’000 RMB’000
Arising from revenue recognised over time 609,515 246,061

Receivables from contracts with customers within the
scope of HKFRS 15, which are included in “Trade and
other receivables” (Note 7) 604,819 455,523

Contract assets primarily relate to the Group’s rights to consideration for work completed but
not yet reached the milestones for billing at the reporting date. The Group’s contracts include
payment schedules which require stage payments over the delivery period once milestones
are reached. Contract assets are transferred to trade receivables when the rights become
unconditional.

Contract liabilities

As at 31 December
Contract liabilities 2021 2020
RMB’000 RMB’000
Billings in advance of performance 2,171,901 842,649
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10

Contract liabilities primarily relate to the consideration received from customers in advance, for
which revenue is recognised based on the progress of the provision of related services.

Contract
liabilities
RMB’000
Movement in contract liabilities
At 1 January 2020 1,264,079
Decrease in contract liabilities as a result of recognising revenue during the
year that was included in the contract liabilities at the beginning of the
year (1,165,437)
Increase in contract liabilities as a result of billing in advance of construction
and manufacturing activities 744,007
At 31 December 2020 and 1 January 2021 842,649
Decrease in contract liabilities as a result of recognising revenue during the
year that was included in the contract liabilities at the beginning of the
year (680,893)
Increase in contract liabilities as a result of billing in advance of construction
and manufacturing activities 2,010,145
At 31 December 2021 2,171,901
DIVIDENDS

Dividends for the Reporting Period represent dividends declared and approved to equity Shareholders
of the Company during the years ended 31 December 2021 and 2020.

As at 31 December
2021 2020
RMB’000 RMB’000
Dividends declared and approved during the year — 30,000

The Directors consider that the dividends declared and approved during the Reporting Period are not
indicative of the future dividend policy of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
PERFORMANCE AND GROWTH OF OUR PRINCIPAL SECTORS

The Group is principally engaged in the design, manufacture, installation, operation and
maintenance business, which is mainly applied to the core process equipment, process
systems and comprehensive solutions including chemical reactions, biological reactions and
polymerization reactions. The downstream industries/sectors served by the Group currently
include oil and gas, daily chemicals, new chemical materials, pharmaceutical (including
biopharmaceutical and synthetic chemical drugs), raw materials of power battery (including
metallic ores and lithium battery raw materials) and electronic chemicals (including the
production of photovoltaic raw materials and high-purity chemical reagents), etc.

The Group currently has two modern manufacturing bases in Nantong and Shanghai,
China, and a coastal manufacturing base in Malaysia. During the Reporting Period, the
Group established Morimatsu (Suzhou) LifeScience Co., Ltd. (FRAA(BRIM)2E k% A R
v F]) (“Morimatsu (Suzhou) LifeScience”), which is located in Suzhou Pharmaceutical
Valley, adjacent to the Group’s production base in Nantong. It is mainly engaged in the
manufacturing of high-end intelligent equipment and complete sets of professional precision
equipment in the fields of biopharmaceuticals, daily chemicals and electronic chemicals.
Such manufacturing base will commence construction in 2022 and is planned to officially
enter into production in the second half of 2023, and will become another growth engine for
the Group.

During the Reporting Period, the Group’s main drivers for business growth were from the
industries/sectors of (1) pharmaceutical and biopharmaceutical; (2) raw materials of power
battery; (3) new chemical materials; and (4) electronic chemicals. The two most active
industries were raw materials of power battery and pharmaceuticals and biopharmaceuticals.

21 -



Set out below is the amount of new orders of the major downstream industries for the year
ended 31 December 2021 and the aggregated amount of the transaction price allocated
to the remaining performance obligations under existing contracts as at 31 December
2021. The rapid growth of the Group’s business is mainly attributable to the industries
of pharmaceutical and biopharmaceutical and the raw materials of power battery. The
contribution from the business of these two industries accounted for over 50% of the total
amount of new orders received by the Group and the aggregated amount of the transaction
price allocated to the remaining performance obligations under existing contracts.

The aggregated

amount of the

transaction

price allocated

to the remaining

performance

The amount obligations under
Downstream Industry of new orders  Proportion existing contracts  Proportion

RMB’000 RMB’000
Electronic chemicals 760,027 11.4% 391,469 6.8%
Chemicals 1,422,449 21.4% 1,844,748 32.3%
Daily chemicals 148,573 2.2% 84,979 1.5%
Raw materials of power battery* 1,406,727 21.1% 1,167,816 20.4%
Oil and gas 332,697 5.0% 243,928 4.3%
Pharmaceutical and biopharmaceutical 2,401,812 36.1% 1,748,949 30.6%
Others 181,864 2.8% 238,137 4.1%
Total 6,654,149 100.0% 5,720,026 100.0%

*  Raw materials of power battery include mining and metallurgy industry.

CONCERTED EFFORT TO COMBAT THE CORONAVIRUS DISEASE 2019
(“COVID-19”) PANDEMIC

During the Reporting Period, under the leadership of the Board, the Group have overcome
the prolonged impact in such aspects as supply chain, human resources coordination,
domestic and overseas logistics, and project site support caused by the volatile COVID-19
pandemic situation with high morale and perseverance, so as to safeguard the interests of
customers, suppliers, other stakeholders, as well as the Group and its employees to the
greatest extent.

_20_



During the year of 2021, the Group successfully delivered the first set of Messenger
Ribonucleic Acid (“mRNA”) vaccine production facilities in China which adopted the
world’s advanced nucleic acid drug platform production technology, with a designed annual
production capacity of 200,000,000 doses. In just seven and a half months, the Group
centralised its advantageous resources to complete the design, construction, assembly and
on-site commissioning of a modern biopharmaceutical plant. The successful delivery of
the project not only marks the breakthrough of China’s COVID-19 vaccine technology, but
also demonstrates the determination and perseverance of the Group and its employees to
overcome difficulties and take on corporate social responsibility.

The Group also spared no effort to assist customers of domestic and overseas
biopharmaceutical companies to provide high-quality engineering project solutions in
different fields such as antibodies, nucleic acid drugs and vaccines, rapidly promoting
the launch of advanced biopharmaceutical products all over the world, helping people in
different countries and regions overcome the COVID-19 pandemic as soon as possible, and
helping people’s livelihood and economic development to get back on the right track as soon
as possible.

MACRO POLICIES AND MARKET ANALYSIS OF KEY DOWNSTREAM
INDUSTRIES/SECTORS

In 2021, the Central Economic Conference of China put forward the key tasks of
“strengthening the support of macro policies”, “stimulating the vitality of market players”,
“enhancing the core competitiveness of the manufacturing industry” and “opening up to the
outside world at a high level”, which clearly required the promotion of the development of

the manufacturing industry.

During the Reporting Period, the Group kept a close eye on the development trend of the
global market and the macro policies of the regions where it operates, adjusted its industrial
strategies in a timely manner, and formulated market strategies, product strategies, talent
strategies and capacity development plans with the goal of pursuing circular growth
and sustainable development. In the process of pursuing continuous improvement in
profitability, the Group determined the target market, development pace and resource layout
in the medium and long term in the future based on the macro policies and market condition.
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Clean energy and raw materials of power battery

On 24 October 2021, the central government of the PRC issued the “Opinions of the
Central Committee of the Communist Party of China and the State Council on the Full
Implementation of the New Development Concept of Carbon Peak and Carbon Neutrality

o 3w sk B 55 g ) % e R VA e e i 5 AR R B e g e W I R RN A Y
& 5L) 7. The opinions first responded to the solemn commitment of President Xi Jinping
at the 75th United Nations General Assembly on 22 September 2020, which expressed
China’s resolution to reach the peak of carbon dioxide emissions by 2030 and achieve the
goal of carbon neutrality by 2060, of which the proportion of non-fossil energy consumption
accounts for more than 80%.

In November 2021, the National Development and Reform Commission of the State
Council proposed the “National Clean Production Implementation Plan of the 14th Five-
Year Plan { [TPUF | 2EEREEMEIT ) », which requires the application of
new energy and clean energy in the transportation sector. In January 2022, the Ministry of
Transport proposed the “Green Transportation Development Plan of the 14th Five-Year
Plan (#&ktasci [TPUA | #EME]) », which requires the further reduction of the
energy consumption and carbon emission intensity of operating vehicles and ships, and the
significant increase in the proportion of new energy and clean energy applications.

According to the data released by China Automotive Power Battery Industry Innovation
Alliance, in 2021, the cumulative production volume of power batteries in China was 219.7
gigawatt hour (“GWh”), representing a year-on-year increase of approximately 163.4%;
the sales volume was 186.0 GWh, representing a year-on-year increase of approximately
182.3%; the installed capacity was 154.5 GWh, representing a year-on-year increase of
approximately 142.8%. At the same time, according to Huaan Securities Co., Ltd. (3%
i 757 A A BR 2 ), the production and sales volume of new energy vehicles increased
significantly, and the production capacity of battery manufacturers will also increase, which
is expected to lead to a favourable rise in volume and price. It is expected that the global
installed capacity of power battery will reach 450 GWh and the domestic installed capacity
will reach 230 GWh in 2022. Citic Securities Company Limited (415 % 5 B0 A PR 23 7])
anticipated that the global demand for power batteries for new energy vehicle will reach
1380 GWh in 2025, with a large demand space and high pace of growth.

According to the statistical data of mandatory liability insurance for traffic accidents of
new energy vehicle released by Gaogong Industry Institute. Co. Ltd. (15 L/ S0 75 B)
(GGII), in 2021, the sales of new energy vehicles in China was approximately 3,029,000
units, representing a year-on-year increase of approximately 143%; the installed capacity
of power battery was approximately 139.98 GWh, representing a year-on-year increase
of approximately 128%. Among them, the long-term demand for raw materials of power
battery caused by the rapid development of new energy vehicles has also been witnessed
in the upstream markets since 2021, including nickel, cobalt, manganese and other positive
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electrode materials, graphite and other negative electrode materials, lithium carbonate,
lithium hydroxide, polyvinylidene difluoride (“PVDF”), lithium hexafluorophosphate,
lithium difluorophosphate, electrolyte, etc..

In 2021, the price of lithium battery raw materials for new energy vehicles increased
rapidly. According to the report of China Automotive News on 5 November 2021, the
trading quotation system of lithium battery industry chain showed that the quoted price
of lithium carbonate on 19 October 2021 reached RMB200,000 per ton, representing an
increase of 233% as compared to the beginning of the year; the quoted price of lithium
hexafluorophosphate was RMB520,000 per ton, representing an increase of nearly
400%; the price of PVDF increased by more than 100% from the beginning of the year.
Meanwhile, the price of positive electrode materials for lithium ferrous phosphate increased
from RMB35,000 per ton at the beginning of the year to RMB65,000 per ton as of now;
the price of ternary 523 monocrystalline materials increased to RMB200,000 per ton from
RMB110,000 per ton at the beginning of the year; the price of electrolyte increased to
RMB110,000 per ton currently from RMB35,000 per ton at the beginning of the year. The
foreseeable continuous increase in raw material prices will drive a new round of upstream
capacity expansion. The rapid market penetration of new energy vehicles will promote a
long-term and sustainable upstream and downstream investment boom in raw materials of
power battery.

Biopharmaceutical

The report of the 19th National Congress of the Communist Party of China pointed out
that, in the new era of socialism with Chinese characteristics, the main contradiction in the
Chinese society has been transformed into the contradiction between the people’s growing
needs for a better life and the unbalanced and inadequate development. One of the key
elements to improve average life expectancy and promote healthy living is the high-quality
and rapid development of the biopharmaceutical industry.

On 11 March 2021, the “14th Five-Year Plan (2021-2025) for National Economic and
Social Development of the People’s Republic of China and the Outline of Long-Range
Objectives Through the Year 2035 <3 A [ A 5] B8] [ 468 97 P 4 8 4 2 5 1 DU i
T4 (2021-20254F) BI#IAN20354 7 5t HHEAH L)  (the “14th Five-Year Plan”)
was approved at the 4th meeting of the 13th National People’s Congress, in which the
key words related to biopharmaceuticals, such as biomedicine, gene technology, life
health, pharmaceuticals and medical devices, were included in the key words of the new
pillar of the industrial system, future industries, frontier fields and key core technologies,
respectively. In innovation-driven and key development areas, biopharmaceutical was listed
as a major innovation area and a key development direction, respectively. All regions in
China, including the Yangtze River Delta, the Pearl River Delta and the Bohai Rim, have
launched the 14th Five-Year Action Plan for biopharmaceutical, of which the scale target
for industrial construction (2025) in Shanghai alone is RMB 1,000 billion.
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The Frost & Sullivan Institute estimates that the global biopharmaceuticals market
will reach approximately United States dollars (“USD”) 768 billion in 2030; and the
biopharmaceuticals market in China will reach approximately RMB1,303 billion in
2030. In 2019, the global biopharmaceuticals and Chinese biopharmaceuticals accounted
for approximately 22% and 19% of each of their drug markets, respectively, and the
proportion will increase to approximately 37% and 41%, respectively, by 2030. From the
research report of China Securities Co., Ltd. (China Securities), the current market size
of the biopharmaceutical market in China accounts for approximately 18% of the global
market size. The expected growth rate of biopharmaceutical equipment and consumables
is approximately 17% and 20% from 2020 to 2025, respectively. From 2022 to 2025, the
total order amount of equipment corresponding to the additional production capacity in the
domestic biopharmaceutical market in China is expected to reach approximately RMB84.3
billion, and the biopharmaceutical supply chain will continue to boom.

Digital factory

Based on the relevant data of the entire product life cycle, the digitalised factory conducts
digital definition, process simulation, process evaluation and optimisation of the entire
production process in the computer environment, and further expands to the new production
organisation mode of the entire product life cycle. According to the definition of the German
Institute of Engineers, a digitalised factory is an integrated network consisting of digital
models, methods and tools, including simulation and 3-Dimensional (“3D”)/Virtual Reality
(“VR”) visualisation, which is integrated together through continuous uninterrupted data
management.

The core elements of the construction of a digitalised factory can be summarised into
factory equipment digitalisation, factory logistics digitalisation, design and research and
development (“R&D”) digitalisation, and production process digitalisation. Through the
construction of these four aspects, it drives the innovation of product design methods and
tools, and the innovation of enterprise management models. The technology of digitalised
factory based on the internet, digital platforms, and cloud big data storage and exchange
is believed to be one of the important display forms of Industry 4.0 that refers to using
CYBER-physical System (“CPS”) to digitize and intellectualize the supply, manufacturing
and sales information in production, and finally achieve fast, effective and personalized
product supply.

The competitive advantages of manufacturing enterprises, especially non-traditional
manufacturing enterprises, are to build a service platform based on digitalisation and big
data, create competitive advantages on the basis of empowering downstream enterprises
and helping customers optimise processes and costs, and meet the in-depth value needs of
downstream enterprises to jointly improve profitability and diversity of future development.

During the Reporting Period, the Group also successfully realised the sales of factory
operation and maintenance software, and expects to further promote this high value-added
and high-tech business through in-depth cooperation with downstream industries and
enterprises.
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New chemical materials

According to the “14th Five-Year Planning Guide for the New Chemical Materials Industry

UL TR A BT [ HPUT ] $iEI45F) », the production scale and growth rate of
new chemical materials in China ranked first in the world, but the self-sufficiency rate was
insufficient in some sub-sectors. New chemical materials are an important foundation for
the development of strategic emerging industries. During the period of the 14th Five-Year
Plan, we need to achieve breakthrough in the new materials in key application fields, deploy
a batch of cutting-edge new materials, accelerate the initial market cultivation of key new
materials, and improve the basic guarantee level of new chemical materials in the industrial
field.

New chemical materials are the foundation for the development of strategic emerging
industries, and also an important direction for the transformation, upgrade and development
of traditional petrochemical and chemical industries. These include high-performance resins,
such as high-end polyolefin, engineering plastics, polyurethane, degradable materials and
their raw materials, special synthetic rubber and high-performance fibers. Functional film
materials include lithium battery separator and photovoltaic film (such as ethylene-vinyl
acetate (“EVA”) encapsulant film, polyvinyl fluoride (“PVF”)/PVDF backplane protective
film, etc.) which are widely used in the new energy industry. Specialty chemicals include
high-purity reagents, specialty gases and solvents.

Electronic chemicals

One of the core processes in the semiconductor manufacturing process is the graphical
process, which involves the transfer of the designed image from a mask plate to a suitable
position on the surface of the wafer, generally including two major procedures, namely
lithography and etching. The wafer surface is first cleaned before lithography by mainly
using related electronic-grade reagents, including acetone, methanol, isopropanol,
ammonia, hydrogen peroxide, hydrofluoric acid, hydrogen chloride, etc. After cleaning,
the wafer is then coated with a layer of photoresist on the surface by spin-coating method
and dried before being transferred to the lithography machine. The production process of
electronic-grade reagents shall include special processes such as pre-treatment, filtration
and purification in order to obtain high purity products (such as part per trillion (“PPT”)
grade). Among them, hydrogen peroxide, hydrofluoric acid and sulphuric acid are the most
consumed products.
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Wet electronic chemicals are the key supporting products throughout the whole chip
manufacturing process. They can be divided into ultra-clean high-purity reagents and
functional wet chemicals, which mainly cover the cleaning, etching and imaging processes
in wafer manufacturing. Whether their purity and the size of impurity particles meet
the standards has a great impact on the quality of precision chip manufacturing. China
Securities believes that, at present, the localisation rate of high-end wet electronic chemicals
is relatively low. Fields such as photo-initiators and developers are solely dependent on
imports in general, and the demand for domestic substitution is increasing.

The semiconductor industry is rapidly shifting from concentrating in a few countries
and regions to more countries, especially in China and other traditional markets. The
development of the semiconductor material market is also growing rapidly. In the future,
driven by the domestic substitution of electronic chemical products and the promotion
of intelligent manufacturing and industrial informatisation construction in China, the
market size of electronic chemical products for integrated circuit in China will maintain
a continuous growth trend. According to the estimate of the Forward Industry Research
Institute, the market size of the integrated circuit chemical industry in China will reach
approximately RMB73 billion by 2025, representing a Compound Annual Growth Rate
(“CAGR”) of approximately 10%.

The market size of elec