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FINANCIAL HIGHLIGHTS

mEEE CONSOLIDATED RESULTS
HE12A31HIEEE
Year ended 31 December
20214 20204
ARBTFT AR®ETFTT
2021 2020
RMB’000 RMB’000
A Revenue 386,831 521,561
PRPTSI AR Profit before income taxation 8,964 56,944
FREMNR2E @ 4EEE Profit and total comprehensive income
for the year 6,624 44, 364
AANTER ANELERGF K Profit and total comprehensive income
SHEWEAEEE for the year attributable to owners of
the Company 7,250 44 364
BEKRERE ASSETS AND LIABILITIES
¥12H31H
As at 31 December
20215 20204F
ARBFT ARBEFTT
2021 2020
RMB’000 RMB’000
BE Assets
ERIEE Non-current assets 63,246 51,031
TMENEE Current assets 473,511 448 140
BERE Total assets 536,757 499,171
Emkas Equity and liabilities
ErIasE Non-current liabilities 8,246 13,832
I =R Current liabilities 278,836 242,729
= REElR Total liabilities 287,082 256,561
EmABER Total equity 249,675 242,610
MBEERE Net current assets 194,675 205,411
B —FFR
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6 China New Energy Limited

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”)
of China New Energy Limited (the “Company”) and its subsidiaries
(collectively the “Group”or “We”), | am pleased to report the annual results
of the Group for the year ended 31 December 2021 (“Reporting Year”).

2021 was a year full of challenges. Domestic and foreign environments
were still complicated and highly changeable. Whilst the spread of
COVID-19 globally could not be contained effectively, its Delta and
Omicron variants were spreading and threatening the world. Due to many
unstable and uncertain external factors, we have been unable to make
progress in several potential projects in Africa, Southeast Asia and other
regions. China’s domestic epidemic prevention and control policies were
more stringent, and the economic environment was complicated by a
variety of uncertain factors. Domestic economic recovery and development
were also uneven, with upward pressure on upstream commodities and
raw material prices affected our industry and the Company, shrinking
our profit margin. Influenced by the 2017 national policy to expand fuel
ethanol production, capacities of the fuel ethanol and edible alcohol
industries have been saturated after years of domestic expansion. New
investors in the industries are unwilling to invest in the construction of new
ethanol production facilities, while policy support from the government
is also weakening. The Company’s business development has been
significantly affected.

Under adverse business environment and industry downturn, the Board
and management team of the Company led all employees to preserve
their beliefs, rise to challenge, work hard, uphold the business philosophy
of steady operation and continuous improvement, strengthen scientific
and technological innovation and actively adapt to the situation. They
also required the marketing team to explore project opportunities through
multiple channels, excel in technical, service and even price competitions
and do their very best to secure new projects. The engineering department
shall execute well in the completion of existing projects, consolidate
our overall capabilities in development, and turn disadvantages into
opportunities. We mainly aim to stabilise the Company’s operating
performance and try to control the degree of decline. Under the current
circumstance of shrinking business volume, the technology and R&D
departments continued to proceed in technological research, strengthen
project's R&D cooperation with well-known universities and elevate the
Company’s R&D level. We strive to take the lead in the development and
utilisation of new energy technologies in the future.
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CHAIRMAN'S STATEMENT

FINANCIAL RESULTS

Our total revenue has decreased by 25.8% from approximately
RMB521.6 million for the year ended 31 December 2020 to
approximately RMB386.8 miillion for the year ended 31 December 2021.
Due to the aforementioned market environment and other factors, the
number of newly signed contracts this year has significantly decreased,
resulting in a decrease in the number of contracts that can be performed
and hence a decline in realised revenue this year.

Our profit for the year decreased by 82.4% from approximately RMB44.4
million for the year ended 31 December 2020 to approximately RMB7.8
million for the year ended 31 December 2021, mainly due to the decline
in turnover, shrinking of gross profit margin and decrease in gross profit
by 65.9% year on year. Meanwhile, the impairment loss of contract assets
and receivables increased by 50.6%, resulting in a substantial decrease in
net profit.

PROSPECTS

From the macro environmental perspective, 2022 is a critical period for
the Chinese government to fully implement the 14th Five-Year Strategic
Plan. The main keynote of China's economic development is “Stability
comes first whilst pursuing progress with stability secured”. The pandemic
in China is still recurring in some areas, although it is under control on the
whole. China’s economy is expected to continue experiencing a steady
trend of recovery in 2022. While the economy is recovering, there are
also factors that might affect the sustainability of recovery. The overall
economic situation is still not optimistic.

S —FFR
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8 China New Energy Limited

In response to the national call for “carbon emission reduction” and
“carbon neutrality”, cellulosic ethanol technology is constantly being
improved. This year, the National Energy Administration Bureau has
issued “The Guiding Opinions on Energy Work in 2022”, which proposed
to “accelerate the advance in creating demonstrative examples in
cellulosic and other non-food biofuel ethanol industries”. This indicates
that the development of cellulosic fuel ethanol will be a key direction of
national support. The Company has been deeply engaged in the bio-
energy industry for many years and has developed certain cellulosic
ethanol production technical solutions which can provide the technology
and equipment required for industrialisation. The Company will continue
to optimise its cellulosic ethanol technology and build demonstrative
projects under the mature administrative policies and market conditions.
The Company has always paid attention to the research in energy saving
and emission reduction and upgrades with the latest technology and
equipment so as to provide replacement and upgrading services for
industries in which the Company operates.

The Company also contemplates to strengthen its research and
development in the field of clean and new energy, such as the
development of hydrogen energy technology and related equipment
manufacturing, for its future business expansion which shall provide
commercial momentum for its sustainable development.

APPRECIATION

On behalf of the Board, | would like to extend my appreciation to the
valued shareholders of the Company (the “Shareholders”), supportive
business partners and associates, insightful management team and
dedicated staff for all their contributions and commitments to the
Company. | would also like to thank the Board for their valuable advice in
steering the Group.

Yu Weijun
Chairman and Executive Director

14 June 2022



e ACI)

FABRPEARHME (FFE) BENZER
MEER ' TEEBE TR BN AERB
FHTENCBREERFZORTIRHEEEIRTS
BREIER RERE  KERFAAUREE
Mg AN B REARSHRMER - BAEGHREK
flecy > BrhR e N SETRB FE P R Z PRl K
SHGMF AEZHEERKBIER 2B T
FRE R ENEM30ZIE BRIUAEART PR
HEANBERER BRI RBa{t8m
MEETZERAM - AARRARENENE
BRAETT SCEURMASMEST G

TRBEERBR > RIEEERS - LR EL
EERFEHONIRER  AERBREZEM
ZEMAANE LUK - ARTDBBRR
BIRRRERTFRHEEENE BB FHRN
& BN RS AR R E BN ERITART
o R NEHREF TENEERAERE T 2R
FEIAT ~ MO EE PO IR L
E ICERIBSRE - 2EHBE 5RO E
Bt Ti2emiRBAEE R T8 T —EEH
AHEPRBIRE  BE XBR TR TR

B wmES
MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

The Company is a leading ethanol system producer in the People’s
Republic of China (“PRC” or “China”). We primarily provide integrated
services including engineering design, equipment manufacturing,
installation and commissioning, and subsequent maintenance for the core
system of ethanol production system in the ethanol fuel and alcoholic
beverage industries in the PRC. The Company has been qualified as
a National High-Tech Enterprise equipped with a provincial standard
technology centre. We have cooperated with Guangzhou Institute of
Energy Conversion, Chinese Academy of Sciences and various well-
known universities, and have undertaken many national research projects
with over 30 patented technologies researched and developed by the
Company. These proprietary intellectual properties enable us to provide
production processes and technologies for alcohol, ethanol fuel and
similar chemicals for customers at large. The pressure vessel equipment
designed and constructed by the Company are both CE and ASME
certified.

The Company is well-equipped to undertake a full range of services
from engineering design, large-scale equipment manufacturing to
integration, installation and commissioning for alcohol, ethanol fuel
and similar production systems. We provide customers with complete
customised solutions for project construction, relocation, upgrading,
transformation and installation of systems through bidding, invitation
to bid and quotation. According to our business process and operation
system, we have established a business model led by marketing service
and followed by technical R&D centre support, centralised procurement,
collaborative production, distribution and on-site production, installation
and commissioning, where each step is assigned with technical engineer
service. We have thus created a comprehensive system of design,
construction and turnkey project to sincerely serve our customers.

S —FFR
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China New Energy Limited

In 2021, China’s fixed asset investment grew by 4.9% year-over-year,
significantly lower than the 8.1% growth in GDP for the same period.
This indicates that effective investment demands were weak, especially
for the fuel ethanol and edible alcohol production industries where the
Company operates. Apparently the willingness to invest in fixed assets was
not strong. Faced with complex and volatile domestic and international
environments, the ongoing global spread of the COVID-19 and the
emergence of the new Delta and Omicron variants, we barely made any
progress in our overseas projects under negotiation in recent years due
to mounting external instability and uncertainty. Domestically, as market
environment was affected and intricate, national economy registered an
unbalanced recovery where the rising raw material and commaodity prices
in the upstream constantly imposed pressure on downstream industries,
resulting in an unstable recovery in demand. As a result, domestic
production and economic activities experienced severe challenges. The
quarterly growth rates dropped from 18.3% in the first quarter to 4.0% in
the fourth quarter, with major economic indicators going weak. As for the
fuel ethanol and edible alcohol industries where the Company operates,
demand has been saturated following expansion of production capacities
in recent years. In response to the complicated and unfavorable business
environment, under the leadership of the Board, management team of
the Company has tried every means to overcome difficulties and control
the decline of the Company’s business performance by focusing on the
annual business objectives and tasks.

During the Reporting Year, trading in the shares of the Company on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) has
been suspended since 1 April 2021 due to the delay in publication of
the 2020 Final Results and will remain suspended until further notice.
The Company has been working effectively to fulfill the requirements in
accordance with the resumption guidance issued by the Stock Exchange.
Pursuant to the resumption guidance, the Company has established an
independent investigation committee; engaged a special independent
investigator to conduct an investigation in respect of the previous auditor's
concerns and announced the investigation results on 28 January
2022; engaged an internal control consultant to assess the Company’s
internal control system and implementation procedures, thus assisting
the Company to improve the deficiencies in its internal controls, and
announced the major findings in the internal control review on 2 June
2022. The Company has also engaged a new auditor to perform the audit
for the 2020 annual results and published its 2020 Annual Report, 2021
Interim Report and this 2021 Annual Report. The Company is expected
to apply to the Stock Exchange for resumption of trading upon completing
the publication of all the delayed reports in near future.
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MANAGEMENT DISCUSSION AND ANALYSIS

The main business activities of the Group in the current year are as

follows:

1)

Marketing activities and market development

During the Reporting Year, while the COVID-19 pandemic was
still raging around the world, some potential overseas projects of
the Company have almost ground to a halt. Marketing team of
the Company could only shift its focus to the domestic market
the environment of which was not that optimistic. The saturation
in the ethanol industry’s production capacity has affected the
Company’s business. In addition, as it is affected by the prevention
and control measures of the COVID-19 pandemic in some area
from time to time, and the market activities are not easy to carry
out, and most of our marketing activities had to be conducted on-
line rather than face-to-face, the effectiveness and success rates
have been significantly impaired, hence resulting in lower business
volumes.

During 2021, the Group has signed sales contracts with a total
value of approximately RMB179.0 million. When compared with
the Group's total contract value of approximately RMB659.3
million for 2020, the contract sum had decreased by RMB480.3
million or approximately 72.8%. It indicated that the market and
economic conditions in 2021 were considerably more unfavorable
to the Group and the substantial decrease in the amount of new
contracts has affected the operating income of the current year.

During the Reporting Year, the Company recorded a total
operating income of RMB386.8 million, representing a
decrease of RMB134.8 million or approximately 25.8%
when compared to approximately RMB521.6 million for the
year ended 31 December 2020. The significant drop in the
number of new contracts secured did not only impact the
operating income this year but also might affect that for the
coming years.

S —FFR
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China New Energy Limited

2)

The status of projects under construction

During the Reporting Year, Engineering, Procurement and
Construction (“EPC”") projects in fuel ethanol and edible alcohol
industries still represented the main types of projects for the
Company, with facility upgrades rather than completely new built
as the majority. The five highest value projects accounted for
about 90% of the total revenue for the year, having generated total
revenue of approximately RMB351 million. The remaining 10%
of revenue was attributable to certain equipment renovation and
upgrading projects provided to some small and medium-sized fuel
ethanol or edible alcohol producers in addition to direct sales of
small equipment and components. The five highest value projects
are outlined below.

The highest value project was our provision of a new set of
equipment producing an annual output of 300 thousand tons
of fuel ethanol with corn biomass as feedstock for a regular
customer in Heilongjiang Province. It contributed approximately
RMB133 million of revenue. The second highest value one was
an EPC project for upgrading and transforming an old production
facility to produce a daily output of 300 tons of high quality
alcohol in Heilongjiang Province, which contributed approximately
RMB70 million of revenue for the year. The third largest contract
contributed approximately RMB70 million of revenue and it
provided an existing customer in Heilongjiang Province with
a new set of equipment producing an annual output of 300
thousand tons of fuel ethanol using corn biomass as feedstock for
its phase 2 facility expansion. The fourth largest contract was to
supply, install and commission an alcohol distillation equipment
for an existing customer in Anhui Province for its relocation and
renovation of a fuel ethanol production plant with an annual
output of 300 thousand tons. It contributed approximately RMB65
million of revenue. The fifth highest value project was an alcohol
distillation and dehydration equipment with an annual output of
100 thousand tons of neutral edible alcohol and 100 thousand
tons of fuel ethanol alcohol for a new customer in Heilongjiang
Province, contributing approximately RMB13 million of revenue.
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Technology research and development

During the Reporting Year, the Company continued to increase
R&D investment and adhered to the innovation-oriented business
philosophy. It helped maintain the Company’s competitiveness
in ethanol production technology and create a sound technical
foundation for the Company’s market development. In 2021, the
Company invested RMB21 million in research and development
and applied for 2 new patents in order to further strengthen the
Company’s core technology competitiveness in the industry.

The Group is engaged in multiple research projects in fuel ethanol
and edible alcohol production plant and its process methods,
among which, there are two key research and development
projects. The first project performs R&D on hydrogen production
technology and equipment (RDO65). In 2021, the project has
manufactured the first set of hydrogen production devices for
gaining proof of concept and commissioning trials. In turn,
we have obtained important technical data and equipment
manufacturing experience, which helped us establish solid
foundation for diversifying into another new energy industry.
Another one is a major science and technology project (RD0O61)
in Guangdong Province, which is carried out by our project
team in close collaboration with a project team organised by
various universities. After several times of online and offline
communications and discussions, the process designs for the
above projects have been integrated and refined. Moreover,
the process flow diagrams of the projects including instruments
control and pipelines layout have been completed. The project
team has delegated its members for site inspection and
measurement in terms of its plant construction many times,
and the layout plans for equipment and the whole plant were
completed. At the same time, the design and processing plan
for the main equipment has been finished. According to the
design plan, we have formulated the material and equipment
procurement plan required for the entire pilot plant. Certain
materials and equipment included in the procurement plan have
been purchased. Those materials and equipment which have
been purchased are already put in the manufacturing process.
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FUTURE PROSPECTS

(1)

Business development strategy

In the next few years, with the world’s attention and commitment
to carbon emission reduction and carbon neutrality and China’s
dual carbon goals, application and development of new energy
production technologies will enter into a new era. The Company
will seize this historic opportunity and actively develop new
technologies and new business given its leading position in the
industry.

The Company aims to maintain technical advantages in the fuel
ethanol market. Through our R&D efforts in the cutting-edge 1.5th
and 2nd generation cellulose ethanol production technologies
as well as hydrogen energy production technology and related
equipment manufacturing, we shall be able to increase project
income from these new areas in the future.

Looking forward, the Company will further strengthen the building
of our marketing team, continuously improve the depth and
breadth of sales network, maintain good relationships with the
existing customers and actively acquire new customers. The
Company will also proactively explore investment opportunities
in related industries and increase technical service income from
other chemicals in order to expand the current revenue mix.

The Company will, where possible, seek opportunities to enter
into downstream industries and cooperate with private enterprises
to produce and sell ethanol by leveraging on its technological
advantages. We believe the above maneuvers will bring additional
and stable energy income to the Group.
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(2)  Strengthen technology R&D

Independent innovation is vital to the Company’s sustainable
development. Since its establishment, the Company has
committed substantial resources to R&D for new technologies
and processes. As at the end of the Reporting Year, the Group
has successfully registered a total of 34 patents, including 22
invention patents. Relying on its leading position in the clean
energy technology industry, the Company will continue to increase
investment in technology R&D. We conduct effective and regular
exchanges with customers, universities and research institutes
so as to create an organic combination of learning, research
and production. Our R&D activities will focus on fuel ethanol
technology, super grade alcohol, hydrogen production and
equipment manufacturing technology. So long as our technology
is ahead of the curve, it will eventually be converted into business
income to our Group.

FINANCIAL REVIEW

Revenue

During the Reporting Year, the Company realised a total operating revenue
of RMB386.8 million (2020: RMB521.6 million), a decrease of 25.8%
over the year ended 31 December 2020, and a profit attributable to
owners of the Company of RMB8.4 million (2020: RMB44.4 million),
which decreased by 81.1% compared to the year ended 31 December
2020. The decrease of revenue was mainly due to the contracts secured
less than previous years. The total contracted amount shrunk about
72.8% in the Reporting Year as affected by the inactive investment
expenditure of ethanol industry during the COVID-19 outbreak period.

Cost of sales

Cost of sales decreased by approximately RMB47.3 million, or 12.2%,
from approximately RMB388.8 million for the year ended 31 December
2020 to approximately RMB341.5 million for the Reporting Year. Such
decrease was mainly driven by the corresponding decrease in revenue of
the Reporting Year.
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Gross profit and gross profit margin

The Group’s gross profit decreased by approximately RMB87.4 million,
or 65.9%, from approximately RMB132.7 million for the year ended 31
December 2020 to approximately RMB45.3 million for the Reporting Year.
The Group'’s overall gross profit margin decreased from approximately
25.4% for the year ended 31 December 2020 to approximately 11.7% for
the Reporting Year. The decrease in gross profit margin was mainly due to
a number of sizable contracts having been priced at discounts for regular
customers, or the costs being overrun.

Selling and marketing expenses

The Group’s selling and marketing expenses decreased by approximately
RMB2.8 million, or 31.8%, from approximately RMB8.8 million for the
year ended 31 December 2020 to approximately RMB6.0 million for the
Reporting Year, mainly due to difficult marketing promotion. The marketing
activities and communications through traditional visits previously were
shifted to on-line mode during the COVID-19 outbreak period in 2021,
which saved some costs but could not bring more contracts for the
Company.

Administrative expenses

The administrative expenses decreased by approximately RMB30.2
million, or 57.5%, from approximately RMB52.5 million for the year ended
31 December 2020 to approximately RMB22.3 million for the Reporting
Year. Such great fluctuation was mainly attributable to most IPO listing
expenses incurred in 2020 which the IPO was completed, and some
expenses were non-recurring in 2021.

Net impairment losses Under Expected Credit Loss Model

The Group’s net impairment losses under expected credit loss model
increased by approximately RMB8.2 million, or 50.6%, from RMB16.2
million for the year ended 31 December 2020 to approximately RMB24.4
million for the Reporting Year, mainly due to the uncertainty of the
economic development. The Company engaged a third independent
appraiser who prepared a valuation for trade receivables and contract
assets.
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Other income and other gains — net

The other income and other gains — net increased by approximately
RMB15.2 million from approximately RMB3.1 million for the year ended
31 December 2020 to approximately RMB18.3 million for the Reporting
Year, were mainly attributable to some contracts of the Concerned
Transactions (as defined on pages 39 and 82 of this annual report) being
cancelled, as a result of which an approximately RMB10.7 million was
refunded and recognised as other income of the Group in 2021.

Finance costs — net

The Group’s finance costs — net increased by approximately RMBO0.6
million from approximately RMB1.4 million for the year ended 31
December 2020 to approximately RMB2.0 million for the Reporting Year.
The finance costs mainly represented interests on bank borrowings. There
was an increase on loan amount in 2021.

Income tax expenses

The income tax expense decreased by approximately RMB11.5 million
from approximately RMB12.6 million for the year ended 31 December
2020 to approximately RMB1.1 million for the Reporting Year, primarily
attributable to the decrease in the taxable profit during the Reporting
Year. Guangdong Zhongke Tianyuan New Energy Science and Technology
Co. Ltd.* (BERARKTHERRIEERAE), being a wholly
owned subsidiary of the Company which was qualified as High and New
Technology Enterprise in 2019, was entitled to a preferential income tax
rate of 15%. The effective tax rate for 2021 was 9.8%. The effective tax
rate is lower than the China corporate preferential income tax rate of 15%
because of the R&D expenses, while a deductible proportion can be
200% of the actual the R&D expenses.

Profit attributable to owners of the Company

As a result of the foregoing, for the Reporting Year, the Group recorded
a profit attributable to owners of the Company of approximately RMB8.4
million as compared to a profit of approximately RMB44.4 million for the
year ended 31 December 2020, representing a decrease of approximately
RMB36.0 million or 81.1%, mainly due to the decrease in revenue and
gross profit margin.

* For identification purpose only
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USE OF PROCEEDS FROM THE GLOBAL
OFFERING

The Company’s ordinary shares were listed on the Main Board of the
Stock Exchange on 15 July 2020 (the “Listing Date”). The net proceeds
from the listing, after deduction of the underwriting commission and actual
expenses paid by the Group in connection thereto, were approximately
HK$20 million. As at 31 December 2021, the net proceeds have been
fully utilised in the manners as disclosed in the prospectus of the
Company dated 30 June 2020 (the “Prospectus”).

The below table sets out the proposed and actual applications of the net
proceeds from the Listing Date up to 31 December 2021:
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m& BRAR RENBAEER
BEET BEET BEET
Actual use
of proceeds Unutilised
Planned use from the balance
of proceeds as Listing Date as at
set out in the to 31 December 31 December
Prospectus 2021 2021
HK$ million HK$ million HK$ million
NEER PSR LA IBE  Strengthening financial position to
%A (80%) pay for project costs (80%) 16.0 16.0 0
#IEIEE #E(10%) Funding the research and
development projects (10%) 2.0 2.0 0
—REIEEE(10%) General working capital (10%) 2.0 2.0 0
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CAPITAL STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCES

As at 31 December 2021, there were a total of 589,758,898 shares
in issue. There was no change in the number of issued shares of the
Company during the Reporting Year.

The Group'’s operation and investments were financed principally by cash
generated from its business operations and equity contribution from the
Shareholders.

As at 31 December 2021, the Group had net current assets of
approximately RMB194.7 million (2020: approximately RMB205.4
million) and bank deposits, balances and cash of approximately RMB6.9
million (2020: approximately RMB37.3 million).
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As at 31 December 2021, the Group's total equity attributable to owners
of the Company amounted to approximately RMB249.9 million (2020:
approximately RMB242.6 million), and the Group’s total debt comprising
lease liabilities amounted to approximately RMB287.1 million (2020:
approximately RMB256.6 million). The Directors have confirmed that the
Group will have sufficient financial resources to meet its obligations as they
fall due in the foreseeable future.

The Group expresses its gearing ratio as a percentage of total debts
divided by total equity. The Group’s gearing ratio was approximately 1.15
(as at 31 December 2020: approximately 1.06).

SIGNIFICANT INVESTMENTS HELD,
MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES
AND FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS

During the Reporting Year, the Group did not have any significant
investments, material acquisitions or disposals of subsidiaries, associates
or joint ventures. Save as disclosed in this annual report, the Group did not
have other plans for material investments or acquisition of capital assets as
at 31 December 2021.

BORROWINGS AND PLEDGE OF ASSETS

As at 31 December 2021, the Group’s borrowings were approximately
RMB31.9 million (31 December 2020: RMB20.7 million), of which
RMB24.4 million will be repayable within 1 year. Such loans were all
denominated in RMB. The weighted average effective interest rate