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GLOSSARY

“"AGM"

“Articles” or

" Articles of Association”
"associate(s)”
" Audit Committee”
“Board”
“Board Diversity Policy”
“Bohai New District Factory”

“Business Day(s)"”

"BVI"

“Cayman Islands Companies Law” or
“Companies Law”

"CG Code”

“close associate(s)”
“"CNPC”

“Company” or “our Company”
“Company Secretary”
“connected person(s)”

“Controlling Shareholder(s)”

“core connected person(s)”

the forthcoming annual general meeting of the Company to be held on 27 June
2022

the amended and restated articles of association of our Company, adopted on
19 June 2019, as amended, supplemented or otherwise modified from time to
time

has the meaning ascribed to it under the Listing Rules

the audit committee of the Board

the board of Directors

a board diversity policy setting out the approach to achieve diversity on the Board

our factory located in Bohai New District, Cangzhou, Hebei Province, the PRC

a day (other than a Saturday, Sunday or public holiday) in Hong Kong on which
banks in Hong Kong are open generally for normal banking business

the British Virgin Islands

the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and revised) of the
Cayman Islands

the Corporate Governance Code contained in Appendix 14 to the Listing Rules
and in force during the Year

has the meaning ascribed to it under the Listing Rules

China National Petroleum Corporation (FF Bl fa i X AR A BR A 7))

Dalipal Holdings Limited GZ 1 EERABRAF]), an exempted company limited
by shares incorporated in the Cayman Islands on 28 August 2018 under the
Companies Law

a company secretary of the Company

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules, and, in the case of our
Company, means Mr. Meng, Mr. YX Meng and Rosy Astral individually and as a

group of persons

has the meaning ascribed to it under the Listing Rules



“Corporate Governance Committee”
“Covenantors”

“Dalipal Bohai Branch”

U

“Dalipal Equipment Manufacturing’

“Dalipal Group”

“Dalipal Pipe”

“Deed of Non-competition”

“Director(s)”
"EGM”

"Eligible Shareholder(s)”

"Group” or “our Group” or
“we” of “our” or “us”

“Hong Kong” or “HK"
“Hong Kong dollars” or “HK$"

“IPO"
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GLOSSARY

the corporate governance committee of the Board
Mr. Meng, Mr. YX Meng and Rosy Astral

Dalipal Pipe Company Bohai New District Branch Company* (/) & A h B A E
BIR A REHE DA 7)) established on 11 November 2011 in the PRC, being
a deregistered branch office of Dalipal Pipe located in our Bohai New District
Factory

Dalipal Special Type Equipment Manufacturing Co., Ltd.* (Z /) Z AV ER
#EABPR A A, which was established on 21 July 2008 under the laws of the PRC
and principally engaged in the production of pipe billets prior to its dissolution in
May 2012

Dalipal Group Co., Ltd.* (EHNELEHBR AR, a limited liability company
established under the laws of the PRC on 8 June 2007 and a connected person
of our Company by virtue of it being an associate of Mr. Meng, our executive
Director

Dalipal Pipe Company* GEHE A BEAEEBR AT (formerly known as
Cangzhou Huabei Petroleum OCTG Co., Ltd* BN ELAREAEM AR AR
and Huabei China Petroleum Cangzhou OCTG Co., Ltd.* EEdb A A ME R EH
BBR72F]), a limited liability company established under the laws of the PRC on
18 September 1998 and an indirect wholly owned subsidiary of our Company

the non-compete undertaking dated 19 June 2019 and executed by our
Controlling Shareholders in favour of our Company

the director(s) of our Company

an extraordinary general meeting of our Company

any one or more shareholders holding at the date of deposit of the requisition,
not less than one-tenth of the paid up capital of the Company carrying the right

of voting at general meeting of the Company

collectively, our Company and its subsidiaries

the Hong Kong Special Administrative Region of the PRC
Hong Kong dollars, the lawful currency of Hong Kong

the initial public offering of the Shares on the Stock Exchange on Listing Date
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“Listing”

“Listing Date”

“Listing Rules”

“Macau”

“Main Board”

“Memorandum” or
“Memorandum of Association”

“Model Code”

“Mr. Bai"”

“Mr. Cheng”
“Mr. Guo”

“Mr. Meng”

“Mr. Wong”

“Mr. Yin"

“"Mr. YX Meng”

"Mr. Zhang”

“Ms. Gan”

“Ms. Xu"

the listing of our Shares on the Main Board of the Stock Exchange

8 November 2019, the date on which the Shares were listed on the Main Board
of the Stock Exchange by way of IPO

the Rules Governing the Listing of Securities on the Stock Exchange, as amended,
supplemented or otherwise modified from time to time

the Macao Special Administrative Region of the PRC

the stock market (excluding the options market) operated by the Stock Exchange
and which is independent from and operated in parallel with GEM. For the
avoidance of doubt, the Main Board excludes GEM

the amended and restated memorandum of association of our Company,
conditionally adopted on 19 June 2019, which will become effective upon
Listing, as amended, supplemented or otherwise modified from time to time

the Model Code for Securities set out in Appendix 10 to the Listing Rules

Mr. Bai Gongli (BZ1#), chief executive officer of our Group prior to 4 April
2022

Mr. Cheng Haitao (5X/&/8), an independent non-executive Director

Mr. Guo Kaiqi (2FF5E), an independent non-executive Director

Mr. Meng Fanyong (# LE), one of our founders, chairman of our Board, an
executive Director and a Controlling Shareholder. He is the father of Mr. YX
Meng

Mr. Wong Jovi Chi Wing (£ 748), an independent non-executive Director

Mr. Yin Zhixiang (B &), who was re-designated as a non-executive Director
from executive Director with effect from 4 April 2022

Mr. Meng Yuxiang (& F#), deputy chief executive officer of our Group, an
executive Director and a Controlling Shareholder. He is the son of Mr. Meng

Mr. Zhang Hongyao (5RATL#Z), vice-chairman of our Board and an executive
Director,who has been appointed as the chief executive officer of the Group with
effect from 4 April 2022

Ms. Gan Shuya (F3itzs), chief operating officer of our Group and an executive
Director

Ms. Xu Wenhong (1R 3X4T), chief legal officer of our Group and an executive
Director



“Nomination Committee”

“North China Second Drilling”

“Notice”

"Phase Two Expansion”

“Polaris Swift”

"Share Option Scheme”

“PRC” or “China”

“pre-IPO Share Option Scheme”

“Proposal”

"Prospectus”

“Reallocation”

“Requisition”
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the nomination committee of the Board

North China Petroleum Administration Bureau Second Drilling Engineering
Company* GEILAEMERBE —EH TIEQA)

a written notice by a shareholder who wishes to propose a person other than a
director of the Company for election of a Director

the phase two production capacity expansion at the Group’s factory located at
Bohai New District

POLARIS SWIFT LIMITED (2% AR A7), a company incorporated in the BVI
with limited liability on 25 April 2018, wholly owned by certain employees of the
Group and a connected person of our Company by virtue of it being a substantial
Shareholder

the share option scheme was adopted by a resolution in writing by the then
shareholders of the Company on 19 June 2019

the People’s Republic of China which, for the purposes of this annual report
excludes Hong Kong, Macau and Taiwan

the pre-IPO share option scheme approved and adopted by our Company on 19
June 2019

a written notice of the proposal by a shareholder to put forward proposal at a
general meeting of the Company

the prospectus of the Company dated 28 October 2019

the reallocation of part of the unutilised net proceeds from the IPO originally
allocated for the Phase Two Expansion to the repayment of certain existing
interest-bearing borrowings of the Group as resolved by the Board on 10 June

2020

a written requisition by the Eligible shareholder(s) who wish to convene an EGM

/
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“Remuneration Committee”

“Risk Management Committee”

“RMB”

“Rosy Astral”

"SEQ"

“Share(s)”
“Shareholder(s)"”

“Sinopec”

" "

sg.m.
“Stock Exchange”
“subsidiary(ies)”
“substantial shareholder(s)”
“Year"”

"op

the remuneration committee of the Board

the risk management committee of the Board

Renminbi yuan, the lawful currency of the PRC

ROSY ASTRAL LIMITED (¥ 2B R/2 &), a company incorporated in the BVI

with limited liability on 26 April 2018, and owned as to 80.63% by Mr. Meng,
19.37% by Mr. YX Meng, being one of our Controlling Shareholders

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to time

ordinary share(s) of HK$0.10 each in the share capital of our Company

holder(s) of the Shares

China Petroleum and Chemical Corporation (fF B4 {t TEE A 7))

square metres

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules

the financial year ended 31 December 2021

per cent
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CHAIRMAN'’S STATEMENT

Dear Shareholders,

On behalf of the Board of Directors, | am pleased to present you the annual report of our Company for the year ended 31
December 2021.

In the past year, although the upheaval and recurring COVID-19 pandemic still had impacts on the Group’s operation
as compared with that in 2020, with the understanding, concern and encouragement of all shareholders, with the
strong support and help of all sectors of society and customers, and through the unremitting efforts of all employees,
the operating environment of the Group has been greatly improved, and operating performance has been significantly
improved. In 2021, in the face of the continuing impact of the pandemic and the increasing uncertainty in the market
environment, the Group had been able to review and judge the situation, moving forward with determination despite
the difficulties, focusing on internal and external improvement, management upgrading, production variety expansion,
timely optimization, market layout adjustment, new customers and new markets expansion, and potential high-quality
customers development, carry out timely adjustments and transformations in business strategies to cope with the
rapidly evolving competitive changes in the market, and work effectively to enhance the Group’s anti-risk capability and
competitiveness. Firmly guided by “creating a first-class an a century-old enterprise”, the Group will plan and arrange
various tasks, focus on operation, and achieve the goal of greatly improving core competitiveness, and break timely and
effectively the shackles of operation and management. The Group has achieved a historic breakthrough in the bidding
of CNPC’s projects since the establishment of the Group. The market share, popularity and reputation in the market of
CNPC "00857.HK"” have been significantly increased; the non-API products independently developed by the Group have
been promoted by leaps and bounds for the first time in oil and gas field market of seven countries, and obtained bulk
sales orders. In the overseas market, we obtained certifications from three companies including Petroecuador and Turkish
Petroleum Corporation, and our orders from international market increased substantially compared to the previous
year. Our dual adjustment, layout of product structure and market structure developed gradually have achieved initial
success, and our brand reputation as well as a number of indicators such as order volume, sales revenue and receivables
settlement for the Year have reached historical high point since the establishment of the Group. Our interim results have
achieved a turnaround and the full year results have seen a significant improvement over last year's performance, with
the Group recording a profit of approximately RMB82.9 million for the year ended 31 December 2021 (loss approximately
RMB117.9 million for 2020). The Board has therefore resolved to declare a final dividend of HK$0.03 per Share for the
year ended 31 December 2021.

Looking ahead to 2022, in the face of the ever-changing external environment, the Group will continue to unswervingly
adhere to its development goal of “creating a first-class and a century-old enterprise”, and complete the formulation of
the five-year development plan for 2023-2027, including implement an incentive plan for employees, continue to promote
the talent management system, integrate internal management and corporate governance into a main engine for the
Group's development; effectively respond to various challenges, overcome various difficulties, and adapt to changes,
constantly improve the ability and level of green production and intelligent manufacturing, and transform unfavorable
factors into new competitive advantages of high-quality development, green development and sustainable development
of the company, continue to deepen the focus on operation, practice cultural leadership, and make benchmark with first-
class enterprises, strengthen the focus on finance, continue to promote the optimization and improvement of internal
operation and management, continuously improve management efficiency, pay close attention to the two markets of
capital and products, and strive to build a professional company with international competitiveness. In terms of product
structure, the Group will adhere to the market positioning of focusing on OCTG, form the OCTG market pattern with
30% international and 70% domestic distribution, and maintaining concurrent diversified development of OCTG, special
seamless steel pipes and other products, and further optimise and refine the product structure by integrating the benefit
contribution at certain point of time and capital return; in terms of customer base and market structure, the Group plans
to continue its deep engagement in the annual centralised procurement and bidding projects of CNPC and Sinopec in
the domestic market, and accelerate the certification of international oil companies, so as to maintain a relatively faster
and sustained revenue growth in overseas markets. In the future, the existing production capacity will be expanded, and
the level of intelligence, informatization and green manufacturing will continue to be improved. Starting to collaborate
with the new energy industry and extending services to new businesses is one of the new growth points of the Group’s
future development. Amongst the most important strategies to accelerate the development of the Group include internal
management to create efficiency, give full play to the role of capital platforms, pay attention to domestic and overseas
industry restructuring trends, and seize opportunities to promote mergers and increase efficiency.

Finally, on behalf of the Board, | promise that the Group will take proactive measures to fully overcome various challenges,
guarantee the business performance for steady growth, and be committed to creating the best returns for shareholders.
At the same time, | would like to extend my sincerest gratitude to all shareholders and investors for their continuous
support to the Company.

Meng Fanyong
Chairman of the Board and Executive Director

Hong Kong, 21 March 2022
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DIRECTORS AND SENIOR
MANAGEMENT PROFILES

Executive Directors

Mr. Meng Fanyong (& L E), aged 60

Executive Director and Chairman of the Board

Mr. Meng is an executive Director and Chairman of the Board responsible for the overall strategic development, and leading the business
development of the Group. He was appointed as Director on 28 August 2018 and re-designated as executive Director on 27 February
2019. Mr. Meng has over 40 years of experience in oilfield equipment business. He also has over 23 years of experience in operation
and management business of OCTG manufacturing. He joined the Group on 18 September 1998. Mr. Meng has been a director and
chairman of Dalipal Pipe since September 1998. Prior to joining the Group, he acquired knowledge and experiences in operation of
oilfield and oil pipe manufacturing industry by holding various positions in North China Second Drilling, which principally engages in
maintenance of oilfield equipment and oilfield service, including technician, dispatcher of machine maintenance factory, workshop
director, manager of machine maintenance factory, and deputy factory director of operational and services department from September
1981 to July 1999. Mr. Meng is also a director of certain subsidiaries of the Group. Mr. Meng is the father of Mr. YX Meng, an executive
Director and the deputy chief executive officer of the Group Mr. I\/Ieng graduated from Communist Party of China Hebei Provincial
Party School Party and Government Cadres College* (R #m it & ZE R EBEELEZRT) in the PRC in July 1998. Mr. Meng holds
approximately 80.6% of the issued share capital of Rosy Astral lelted, whlch has an interest in such number of Shares of the Company
under Divisions 2 and 3 of Part XV of Securities and Futures Ordinance as disclosed in the section headed “Substantial Shareholders’
Interests and Short Positions in Shares and Underlying Shares” in this report.

Mr. Zhang Hongyao (R4L#E), aged 52

Executive Director and Vice-Chairman of the Board

Mr. Zhang was appointed as Director on 27 February 2019, re-designated as a non-executive Director and vice-chairman of the Board
on 19 June 2019, and re-designated as an executive Director from non-executive Director on 1 January 2020. He is responsible for
sales, marketing and investment management of the Group. Mr. Zhang has more than 17 years of experience in oil pipe manufacturing
industry. Prior to joining the Group, he has been the deputy general manager of Baosteel America Inc.* (EIZEMBRAF)) since July
2015; the deputy general manager of the steel pipe department of Baoshan Iron & Steel Co., Ltd. (& LMD B R A ) from August
2007 to July 2015; the general manager and director of Yantai Lubao Steel Pipe Company Limited (BZ& ?fﬂaﬁﬁﬁ,\ﬁ A]) from
August 2004 to June 2005 and from June 2005 to August 2007 respectively; and the deputy general manager of Baoshan Iron & Steel
Co., Ltd. Steel Pipe Branch* (& L% 75 B R A B1HH%E 22 &) from August 2004 to June 2005. Mr. Zhang obtained a bachelor's
degree in trade economics from Shanghai University of Finance and Economics (/8848 K22) in July 1992 and a master’s degree of arts
from West Virginia University in December 2001. Mr. Zhang has an interest in such number of underlying Shares of the Company under
Divisions 2 and 3 of Part XV of Securities and Futures Ordinance as disclosed in the section headed “Substantial Shareholders’ Interests
and Short Positions in Shares and Underlying Shares” in this report.

Ms. Xu Wenhong (&3 4L), aged 53

Executive Director and chief legal officer

Ms. Xu is an executive Director appointed on 27 February 2019 and the chief legal officer responsible for the overall legal compliance of
the Group. Ms. Xu has more than 28 years of experience in commercial legal advisory and over 16 years of experience in management
of oil pipe manufacturing business. She joined the Group on 1 April 2003. She has been the chief legal consultant and secretary of the
board of director of Dalipal Pipe since April 2003 and June 2014, respectively. She was also a director of Dalipal Pipe from August 2007
to April 2010 and since October 2013. Ms. Xu has been the deputy general manager of Dalipal Pipe Company Bohai New District Branch
Company* (Z &R MEREBRAREEFESD A A]) from November 2011 to October 2012, the deputy general manager of Dalipal
Equipment Manufacturing Co., Ltd.* (EHE4FRE AR Q7)) from July 2009 to November 2011. She has also been the assistant
of the general manager from April 2003 to December 2005 and the deputy general manager from December 2005 to October 2016
of Dalipal Pipe. Prior to joining the Group, Ms. Xu was a lawyer in Hebei Jinsheng Law Firm* (4t BsE2AISE#5FT) from June 2001
to March 2003; a legal officer of North China Petroleum Science and Industrial Company* (Z4tAAEI T E 422 7)) (currently known
as Rengiu City Huabei Oilfield Technology Industrial Trade General Company* (fF -4 AR T E 42 7)) from September 1997
to June 2001; and legal officer of North China Second Drilling from March 1993 to March 1998. Ms. Xu is also a director of certain
subsidiaries of the Group. Ms. Xu obtained a diploma in legal education in network education institute of Shandong University* (LI A
B84 B 207) in July 2004 and the qualification of PRC lawyer in June 1996.
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DIRECTORS AND SENIOR MANAGEMENT PROFILES

Mr. Meng Yuxiang (ZF#)), aged 35
Executive Director and deputy chief executive officer

Mr. YX Meng is an executive Director appointed on 27 February 2019 and the deputy chief executive officer responsible for the overall
human resources and production operational management of the Group. He has over 10 years of experience in management. Mr.
YX Meng joined the Group on 21 May 2017. He has been the deputy general manager and a director of Dalipal Pipe since December
2017 and June 2017, respectively. Mr. YX Meng was the assistant of the general manager of Dalipal Pipe from May 2017 to December
2017. Prior to joining the Group, Mr. YX Meng worked in Beijing Dacheng Real Estate Development Company Limited* (1t Z KRSt
ERZEARE(IAF) as the deputy head of follow-up working group from January 2014 to January 2015 and head of land resources
management group from February 2015 to April 2017. He was also the head of planning and design department and office executive
assistant of Beijing BBMG Property Co., Ltd.* (L R&PEEZEBR A F]) from February 2011 to February 2012 and from March 2012 to
January 2014, respectively; and the engineering staff member of BBMG Property Management Co., Ltd. Jiahua Branch* (At R & BB EE
BERETAREMBEEDAA]) from July 2008 to February 2011. Mr. YX Meng is also a director of certain subsidiaries of the Group.
Mr. YX Meng is the son of Mr. Meng Fanyong, an executive Director and chairman of the Board. Mr. YX Meng obtained a bachelor’s
degree in civil engineering from Beijing Construction Engineering College (3t 735 TF222[5T) (currently known as Beijing University of
Civil Engineering and Architecture (3t 22K 22) in July 2008.

Ms. Gan Shuya (T #i&z8), aged 54

Executive Director and chief operating officer

Ms. Gan is an executive Director appointed on 27 February 2019 and the chief operating officer responsible for the overall operational
and financial management of the Group. Ms. Gan has more than 36 years of experience in auditing and accounting in oil-related
industry. She joined the Group on 23 August 2010. She has been the director and financial director of Dalipal Pipe since October
2016 and December 2017, respectively. Ms. Gan has been the assistant to the general manager of Dalipal Pipe from October 2010 to
December 2017; the manager of finance department and assistant of the general manager of Dalipal Equipment Manufacturing from
August 2009 to September 2010 and from July 2009 to September 2010, respectively; and department head and manager of finance
department of Dalipal Group from October 2007 to March 2008 and from April 2008 to June 2009, respectively. Prior to joining the
Group, she held various positions in Hebei Yanhua Accounting Firm Company Limited* (it #EZEE&ENIES AR 2 7)), including
the auditor, project manager, senior project manager and department manager from December 1998 to September 2007. She was also
the auditor of North China Petroleum Audit Office Fourth Audit Office* (ZEILAMEFTEESEMUETE) from January 1997 to November
1998; the auditor and the accountant of North China Second Drilling from July 1991 to December 1996 and from May 1985 to August
1988, respectively; and the worker of Cangzhou Machine Maintenance Factory of North China Petroleum Second Drilling Company* (¥
IEERERRE _EH TR A RNAMEIEM) from September 1984 to April 1985. Ms. Gan is also a director of certain subsidiaries of the
Group. Ms. Gan completed a course in accountancy at the Adult Higher Education, School of Continuing Education, Hebei University* (;a]
b RETRARE) in July 2001. She obtained the qualification of PRC certified public valuer in September 2005 and the qualification of PRC
certified public accountant in May 1995. Ms. Gan has an interest in such number of underlying Shares of the Company under Divisions
2 and 3 of Part XV of Securities and Futures Ordinance as disclosed in the section headed “Substantial Shareholders’ Interests and Short
Positions in Shares and Underlying Shares” in this report.

Non-executive Director
Mr. Yin Zhixiang (B8 %%¥), aged 64

Non-Executive Director (Re-designated from executive Director with effect from 4 April 2022)

Mr. Yin was an executive Director appointed on 27 February 2019 and the chief technical officer responsible for the overall research and
development and technical management of the Group during the Year. With effect from 4 April 2022, Mr. Yin was re-designated as an
non-executive Director. He has more than 40 years of experience in the operation of oilfield. He joined the Group on 23 August 2010.
Mr. Yin has been the chief technical expert and deputy general manager of Dalipal Pipe since June 2017 and October 2016, respectively;
the project manager of Dalipal Pipe since January 2018; and the deputy general manager for general affairs from November 2011 to
October 2016 and the director of technical centre from December 2012 to October 2015 of Dalipal Pipe. He was also general manager
of Dalipal Bohai Branch from November 2011 to May 2016. He was also the deputy manager for general affairs of Dalipal Equipment
Manufacturing from July 2009 to November 2011 and the deputy general manager of Dalipal Group from July 2008 to July 2009. Prior
to joining the Group, he was the director and deputy general manager of Rongsheng Machinery Manufacture Ltd. of Huabei Oilfield,
Hebei (Al dbEE4E M &8 B A BLE A TR A R)) from May 2002 to July 2008; and the dispatcher, chief of production division, branch
factory manager and deputy factory manager, of the second machinery factory of North China Petroleum Management Authority* (3£
b AIHEE B — M) from August 1981 to May 2002. Mr. Yin gained his experiences in machinery production in a factory located
in Jiangsu in the PRC from March 1977 to August 1979. Mr. Yin had been a director of Dalipal Pipe prior to September 2020. Mr. Yin
obtained a diploma in economics management from Communist Party of China Central Party College* (Ff R R &% (KR ZPT) in
December 1995 and a diploma in statistics from Hebei University in December 1989.
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Independent non-executive Directors
Guo Kaiqi (ZB}E), aged 66

Independent non-executive Director

Mr. Guo is an independent non-executive Director appointed on 19 June 2019. Mr. Guo has over 46 years of experience in operation of
oilfield. Mr. Guo was the party committee secretary and deputy general manager of China Petroleum Materials Corporation (F B/ A %)
&~ d]) from November 2007 to July 2015; the party committee secretary, party committee deputy secretary, secretary for committee of
discipline inspection and union president of North China Oilfield Branch Company* (23t i %32 &]) from July 1999 to November 2007;
the deputy director of North China Petroleum Administration Bureau from November 1997 to July 1999; the party committee secretary,
party committee deputy secretary, party committee member, chief of corporate management department and committee member of
organisation department of North China Petroleum Administration Bureau Underground Operation Company* (ZEIb AR EREBH T1E
%A A]) from July 1985 to November 1997; and the worker and committee member, of Dagang oilfield, and North China oilfield from
November 1972 to September 1983. Mr. Guo obtained a master’s degree in corporate management in Petroleum University (Beijing)* (&4
MAREZ (JER) ) in June 2002.

Wong Jovi Chi Wing (£ %), aged 41

Independent non-executive Director

Mr. Wong is an independent non-executive Director appointed on 19 June 2019. Mr. Wong is the chairman of the Audit Committee and
a member of the Corporate Governance Committee of the Company. Mr. Wong has over 20 years of experience of corporate finance,
investment and asset management experience. Mr. Wong is currently the managing director of Seazen Resources Asset Management
Limited. Prior to that, Mr. Wong served as an executive director of Wonder Capital Group Limited from March 2018 to April 2022; as
a director of distribution department of Janus Henderson Investors (Hong Kong) Limited from July 2014 to March 2018. Before asset
management, Mr. Wong was at investment banking division of China Merchants Securities (HK) Co., Ltd. and Haitong International
Capital Limited respectively with extensive experience in Pre-IPO, IPO and M&A in various industries, such as TMT, hospital operation,
property development and manufacturing. Mr. Wong also worked in Auto22.com Ltd from December 2002 to February 2010, and his
last position was general manager. Mr. Wong holds a Master of Business Administrative from the Hong Kong University of Science &
Technology and a Bachelor of Science from The University of Auckland. He is also a member of CPA Australia.

Cheng Haitao (587%5), aged 63

Independent non-executive Director

Mr. Cheng is an independent non-executive Director appointed on 19 June 2019. Mr. Cheng has over 27 years of experience in the
steel pipe manufacturing industry. Since March 2019, Mr. Cheng has been the part-time consultant of Mongolia Baogang Steel Union
Company Limited* (N5 & ‘B 8l AR (D B PR A &) Mr. Cheng has been the honorary director of the Expert Committee of the Shanghai
Steel Pipe Industry Association* (& ﬁ%ﬂ% ?T%Tﬁ%@iﬁ}%i &%) since May 2018 and he has been certified as the consultant of Steel Pipe
Division, China Steel Construction Society* (- B84 Tﬁﬁz’agfﬂﬁ%;\) in April 2017. Prior to July 2019, he was a committee member
of the Fourth Steel Pipe Technician Sub-committee, National Steel Standardisation Committee* (ZEMEE L EE S ENEREH R
fiiZ B'®); and president and editor of Steel Pipe ({#i& ) 4+%), a publication relating to the steel and metal pipe industry published in
the PRC, from September 1999 and April 2007, respectively, to June 2020. Mr. Cheng was also the deputy manager and deputy general
manager of Pangang Group Chengdu Vanadium Steel Company Limited* (35 B &G R A Al) from August 2008 to May
2014 and from May 2014 to May 2017 respectively; deputy manager of Pangang Group Chengdu Steel and Metal Company* (24 &
B Ak #BSH #8 A FR = T2 7)) from June 2002 to August 2008; the deputy general manager of Pangang Group Chengdu Seamless Steel
Pipe Company Limited* (224 £ A% £ 4% 80 E B PR & (/2 7)) from December 2000 to May 2002; the chief engineer, deputy general
manager and chief dispatcher from June 1995 to December 2000 of Chengdu Seamless Steel Pipe Factory* (k&P #48H E H); and the
deputy factory director and the factory director of Chengdu Seamless Rolling Factory (P EB 42 BL 9 R) from June 1993 to May 1995;
and the deputy factory director of Chengdu Seamless Tube Factory II* (B &8 A& %L & — 53 &k) from May 1991 to May 1993. Mr. Cheng
gained his experiences in production of metal in a factory located in Sichuan in the PRC from July 1987 to May 1989 and technical
experiences in iron and steel metallurgical processing and thermal processing in a research institute in the PRC from May 1982 to August
1984. Mr. Cheng obtained a master’s degree in metal pressure processing in Beijing Steel and Metal College* (1t Rl E287) in June
1987.
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DIRECTORS AND SENIOR MANAGEMENT PROFILES

SENIOR MANAGEMENT

Gongli (H2h#), aged 57
Chief executive officer (ceased with effect from 4 April 2022)

Mr. Bai was the chief executive officer of the Group responsible for the overall administrative and operational management of the Group
prior to 4 April 2022. He joined the Group on 11 June 2017 as the general manger of Dalipal Pipe and became the director of Dalipal
Pipe in December 2017. Prior to joining the Group, Mr. Bai was the executive director and general manager and party committee deputy
secretary of China Petroleum Group Bohai Petroleum Equipment Manufacturing Company Limited* (/B4 i 5 [@35)/8 A i 5L
iEAPRZAR]) from March 2016 to May 2017; and the technician, engineer, deputy director, director, deputy general manager, party
committee deputy secretary, general manager and executive director of Baoji Petroleum Pipe Company Limited* (Z# A RIE AR
EF2AR]) from July 1986 to March 2016. Mr. Bai is also a director of certain subsidiaries of the Group. Mr. Bai obtained a diploma in
mechanical engineering from Shanxi Institute of Engineering* (B&#5 T25%) in July 1986. He also obtained the qualification of senior
economist at professor level issued by China Petroleum and Natural Gas Group Limited Senior Technical Services Accrediting Committee*
(PR BRRREB QT SEEIMIRSFEZ B E) in December 2013. During the Year, Mr. Bai had an interest in such number of
underlying Shares of the Company under Divisions 2 and 3 of Part XV of Securities and Futures Ordinance as disclosed in the section
headed “Substantial Shareholders’ Interests and Short Positions in Shares and Underlying Shares” in this report.

Mr. Lau Ying Kit (212#£), aged 48

Company secretary and finance and investor relations director

Mr. Lau Ying Kit (2I3£t), aged 48, is the director of finance and investor relations, company secretary of the Group. He joined the
Group in December 2021. Prior to joining to the Group, Mr. Lau worked as chief financial officer, Company Secretary and independent
non-executive directors for certain listed companies in Hong Kong and Canada. Mr. Lau has over 20 years experience in financing and
accounting in China, Hong Kong and Canada. Mr. Lau is a fellow member of the Hong Kong Institute of Certified Public Accountants
and holds a master degree in finance from City University of Hong Kong. He is currently also an independent non-executive director
of four companies listed on the Main Board of the Stock Exchange, namely Kingdom Holdings Limited (Stock Code: 528) and
United Strength Power Holdings Limited (Stock Code: 2337), Sinco Pharmaceuticals Holdings Limited (Stock Code: 6833) and Kangli
International Holdings Limited (Stock Code: 6890).

*  For identification purpose only
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MANAGEMENT
DISCUSSION AND ANALYSIS

Business Review

In the light of the impact of various factors, such as the repercussions of the COVID-19 pandemic, the increase in number
of factors that may affect domestic and foreign economic positions, higher price of raw materials, the adjustment of
export tax rebate policies and the depreciation of the US Dollar, the Group has proactively adopted effective counter-
measures during the Year. Such measures include the entering into bids in the oilfield market, the expansion of export
market and the expansion of product structure to achieve relatively remarkable results. During the Year, the Group has
received purchase orders with total purchase quantity of approximately 310,000 tonnes and total purchase amount of
approximately RMB2,100 million from its first participation in the annual CNPC’s Centralized Procurement Bidding Project,
and the Group has also been awarded the bid for the Sinopec’s Centralized Procurement Bidding Project. DLP-T4, the self-
developed new product by the Company’s research and development team for the purpose of shale gas exploration, has
gained significant recognition by customers during its trials and promotions stage, with batch application for the CNPC's
development project of shale gas in southern Sichuan, opening up a market of high-end product line for the Group.

The proactive counter-measures by the Group for challenges in various aspects have led to the increase in annual
revenue by 66.5% for the Year as compared with the previous year, the increase in gross profit margin from 4.6% of the
previous year to 11.1% for the Year. The profit for the Year was RMB82.9 million, representing an increase of 170.3% as
compared with the previous year; the profit attributable to the equity shareholders of the Company increased to RMB82.9
million for the Year from loss of RMB116.4 million for the previous year; the basic earnings per share was RMB0.06 for
the Year, representing an increase of 175.0% from the previous year.

Prospects

While it is difficult to foresee whether foreign countries are able to prevent and control the COVID-19 pandemic, the
management of the Group is of the view that the domestic market has entered the dynamic clearing phase for regular
epidemic prevention and control, with speedy economic recovery and the gradual formation of economic development
pattern in which the domestic circle is the mainstay and with the domestic and international double circles. Under such
economic background, along with the issuance of the national policy for energy safety, recovery of international oil
prices and the turnaround from dropping in international oil production, and with the investment needs of domestic and
international exploration companies maintaining on a reasonable level, it is expected that the inelastic and structural
demands of oil pipes will increase. With the Group’s research and development capabilities, the various intellectual
property rights and patents and the world-leading intelligent automated production facilities, the Board believes the
competitiveness of the Group’s high-end products will further increase.

In 2022, the Group will facilitate various projects around the operational strategic positioning of “Specialized, Refinement,
Differential, Innovation”, endeavouring the expansion of new products and markets while focusing on the OCTG
products; with the capability to research and develop patents to improving product structure, increase the proportion of
high-end productions, and raise the profitability of our products; relying on digitized technology to build effective and
intellectual manufacturing plants and operation flow system, which in turn assisting the development with low cost, high
quality and high effectiveness; facilitating the implementation of energy-saving and reducing consumption and emission,
building low-carbon and environmental-friendly “Green Factories”; conducting the certification as an oversea oil
company and increasing the proportion in international market; implementing the management methods of “Meticulous,
Precise and Refined Operation”, to continuously improve our financial structure and promoting healthy and sustainable
development of the Company.
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Financial Review
Revenue

For the Year, the Group has recorded a total revenue of approximately RMB3,762.6 million, representing a significant
increase by approximately 66.5% as compared to approximately RMB2,259.4 million for the year ended 31 December
2020, which was mainly due to the increase in selling prices and sales volume of the Group’s products. Further, in
addition to the development of new customer bases, the Group’s adjustment in product structure has also achieved
remarkable success and hence the revenue has increased significantly. During the Year, the Group's revenue has also
increased significantly due to the substantial increase in export sales by the Group.

Cost of sales

The Group recorded cost of sales of approximately RMB3,345.1 million for the Year, representing an increase by 55.2%
as compared to approximately RMB2,155.0 million for the year ended 31 December 2020, which was mainly due to the
increase in sales volume and the price of raw material and energy.

Gross profit and gross profit margin

The total gross profit of the Group for the Year was approximately RMB417.5 million, representing an increase by
299.9% as compared to RMB104.4 million in the previous year. The Group’s overall gross profit margin for the Year
was 11.1%, representing an increase of 6.5 percentage points as compared to the gross profit margin of 4.6% for
the previous year, which was mainly due to the increase in selling price and sales volume of the Group’s products on
a year-on-year basis. Further, the application of the Group’s technological enhancement and innovation results in the
Group's production process has offset the impact in the cost of raw materials caused by the increase in the price of bulk
commodities, thereby allowing the Group to achieve higher profit margin.

Other income

For the Year, the Group's other income was approximately RMB21.2 million, representing an increase by approximately
RMB4.5 million as compared to RMB16.7 million for the previous year, mainly due to the increase in gains on sale of raw
materials.

Administrative expenses

For the Year, the administrative expenses of the Group was approximately RMB121.6 million, representing an increase by
4.3%, as compared to approximately RMB116.6 million for the preceding year, mainly attributable to the increase in the
cost of labour, R&D, tax and surcharges.

Finance costs

The finance costs of the Group for the Year was approximately RMB118.8 million, representing an increase by 22.5%,
as compared to approximately RMB97.0 million for the preceding year, mainly attributable to the increase in discount
expense of acceptance bills.

Income tax

For the Year, the Group recorded income tax of approximately RMB16.8 million representing an increase by approximately
RMB43.0 million, as compared to the income tax credit of RMB26.2 million for the preceding year. There was an increase
in income tax expense was mainly because the Group experienced a turnaround from loss to profit for the Year.

Profit for the year

The profit of the Group increased to approximately RMB82.9 million for 2021 from loss of approximately RMB117.9
million for 2020, which was mainly attributed to the significant increase in revenue.



Dalipal Holdings Limited
Annual Report 2021

MANAGEMENT DISCUSSION AND ANALYSIS

Capital Expenditure

In 2021, the Group invested approximately RMB76.4 million (2020: approximately RMB72.1 million) in property, plant
and equipment.

Liquidity, financial resources and capital structure

The Group has mainly financed its working capital and other cash requirements by net cash generated from operating
activities and resorted to external financing including both long-term and short-term bank borrowings in case the
projected operating cash flow is insufficient to meet the capital requirements.

As at 31 December 2021, cash at bank and on hand amounted to approximately RMB551.6 million in aggregate (2020:
RMB416.2 million).

As at 31 December 2021, interest-bearing borrowings of the Group amounted to approximately RMB2,467.2 million, of
which RMB650.3 million were long-term borrowings and RMB1,816.9 million were short-term borrowings.

Debt to equity ratio, which is calculated by the net liabilities (interest-bearing borrowings net of cash at bank and on
hand) divided by the total equity as at the respective year end and multiplied by 100%, was 142.3%, representing
an increase by 23.0 percentage points as compared to 119.3% in 2020, due to the increase in the interest-bearing
borrowings.

Current ratio, which is calculated based on the current assets divided by the current liabilities, increased from 0.9 as at 31
December 2020 to 1.05 as at 31 December 2021.

Employees and remuneration policy

As at 31 December 2021, the Group had 1,592 employees (2020: 1,453 employees). During the Year, the total staff costs
amounted to approximately RMB191.4 million (2020: RMB165.6 million).

The Group believes its success depends on its employees’ provision of consistent, high quality and reliable services. In
order to attract, retain and enrich the knowledge, skill quality and qualifications of its employees, the Group places a
strong emphasis on training for employees. In addition, the Group offers a competitive remuneration package, including
basic salary and performance-based monthly and annual bonuses, and reviews the remuneration package annually
according to industry benchmark, financial results, as well as the performance of employees.

Pledge of assets

As at 31 December 2021, the Group's property, plant and equipment with carrying amount of RMB1,103.6 million and
other chattels with carrying amount of RMB744.9 million were pledged as collateral for the Group’s bank borrowings.

Foreign exchange risk

A majority of the Group's businesses are operated in the PRC and are denominated in RMB. It is expected that the Group
will not be subject to any materially adverse effects arising from exchange rate fluctuation. Nevertheless, the Group will
closely monitor the financial market and would consider appropriate measures as and when necessary.

Significant investments held and material acquisitions and disposals

During the Year, the Group did not have any significant investments held, nor were there any material acquisitions or
disposals.

Contingent liabilities

As of 31 December 2021, the Group did not have any contingent liabilities.
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Use of proceeds from IPO

The Group’s Shares were listed on the Stock Exchange on Listing Date by way of IPO. From the IPO, the Company raised
net proceeds (after deduction of underwriting commission and related costs and expenses) of approximately HK$426.3
million (approximately RMB383.7 million). As stated in the Prospectus, the Company intended to use the proceeds (i)
to fund the Phase Two Expansion; (ii) to strengthen the Group’s product research and development and innovation
capabilities; (iii) to strengthen the Group's relationships with key customers, expand the Group’s customer base and
further expand the Group’s sales to overseas markets; and (iv) for general replenishment of working capital and other
general corporate purpose. On 10 June 2020, the Board resolved to allocate part of the unutilised net proceeds of
the Phase Two Expansion for the repayment of certain existing interest-bearing borrowings of the Group. For detailed
information of the Reallocation, please refer to the Company’s announcement dated 10 June 2020. During the Year, the
net proceeds had been applied for as follows:

Unutilised net

Original proceeds as at
planned use of Amount of Amount 31 December
net proceeds Reallocation utilised 2021

(RMB million) (RMB million) (RMB million) (RMB million)

To fund the Phase Two Expansion 339.2 (200.0) 78.3 60.9
To strengthen the Group's product research
and development and innovation capabilities 9.2 - 3.7 5.5

To strengthen the Group's relationships
with key customers, expand the Group's
customer base and further expand the

Group's sales to overseas markets 7.7 - 5.3 24
For general replenishment of working capital

and other general corporate purpose 27.6 - 27.6 -
For loan repayment - 200.0 200.0 -
Total 383.7 - 314.9 68.8

The unutilised net proceeds are kept in banks and approved financial institutions in Hong Kong and the PRC. As at the
date of this annual report, the Company does not anticipate any further change to the above planned use of proceeds
after the Reallocation. The remaining unutilised net proceeds as at 31 December 2021 are currently expected to be
fully utilised on or before 31 December 2022. There is delay to the timeline for the use of proceeds as disclosed in the
Company’s 2020 annual report (expected to be fully utilised on or before 30 June 2022), as the progress of the Phase
Two Expansion plan has been postponed due to the impact of the pandemic.
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The Directors have pleasure in presenting their report together with the audited consolidated financial statements of the
Group for the year ended 31 December 2021.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding. The Company and its subsidiaries are engaged in the
development, manufacturing and sale of OCTG, special seamless steel pipes and pipe billets in the PRC. The activities of
the principal subsidiaries are set out in note 12 to the consolidated financial statements.

The analysis of the Group’s performance for the year by business and geographical segments is set out in note 4 to the
consolidated financial statements.

BUSINESS REVIEW

A review of the Group’s business for the year ended 31 December 2021, a discussion on the Group's future business
development and principal risks and uncertainties that the Group is facing are provided in the sections headed “Chairman’s
Statement” on page 11 and “Management Discussion and Analysis” on pages 17 to 20.

The financial risk management objectives and policies of the Group are set out in note 24 to the consolidated financial
statements.

An analysis of the Group’s performance for the year ended 31 December 2021 by key financial performance indicators is
set out in the section headed “Financial Review"” on pages 18 to 20.

The Company promotes the culture of adhering to the highest ethical standards of business conduct and commits to
comply with all prevailing laws and regulations in all its operating regions. During the year, the Company was not aware
of any material non-compliance or breach of the applicable legislation or regulations that have a significant impact on the
Group.

EVENT AFTER THE YEAR UNDER REVIEW

There was no significant event after the end of the year up to the date of this report.
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RESULTS AND DIVIDENDS

The Group’s consolidated financial statements for the Year have been reviewed and approved by the Audit Committee
and the Audit Committee is of the opinion that such financial statements comply with the applicable accounting
standards, the Listing Rules and all other applicable legal requirements. The Audit Committee therefore recommended the
Board to approve the Group's consolidated financial statements for the Year. The results of the Group for the Year are set
out in the consolidated statement of profit or loss and other comprehensive income on page 89.

The Board recommended the payment of a final dividend of HK$0.03 (2020: nil) per ordinary Share for the year ended
31 December 2021. Subject to the approval of shareholders at the forthcoming AGM, the proposed final dividend will be
payable to shareholders whose names appear on the register of the members of the Company on Thursday, 7 July 2022.

ANNUAL GENERAL MEETING

The annual general meeting is currently scheduled to be held on Monday, 27 June 2022. A notice convening the AGM
and other relevant documents will be published and despatched to the shareholders of the Company in accordance with
the requirements of the Listing Rules in due course.

CLOSURE OF REGISTER OF MEMBERS FOR THE AGM AND FINAL DIVIDEND

In order for determining the entitlement to attend and vote at the AGM, the register of members of the Company will be
closed from Wednesday, 22 June 2022 to Monday, 27 June 2022, both days inclusive, during which period no transfer of
shares of the Company will be registered. In order to be eligible to attend and vote at the AGM, all transfer documents
accompanied by the relevant share certificates must be lodged for registration with the Company’s branch share registrar
and transfer office in Hong Kong, Tricor Investor Services Limited, at Level 54, Hopewell Center, 183 Queen’s Road East,
Hong Kong for registration no later than 4:30 p.m. on Tuesday, 21 June 2022.

For the purpose of determining members who are qualified for the proposed final dividend for the Year, and conditional
on the passing of the resolution approving the declaration of the final dividend by the shareholders of the Company
in the AGM, the register of members of the Company will also be closed from 5 July 2022 to 7 July 2022 (both days
inclusive), during which no transfer of shares can be registered. To qualify for the final dividend (which will be payable
on or about 15 July 2022) to be approved at the AGM, shareholders of the Company must ensure that all transfer
documents accompanied by the relevant share certificates must be lodged with the Company’s branch share registrar and
transfer office in Hong Kong, Tricor Investor Services Limited, at Level 54, Hopewell Center, 183 Queen’s Road East, Hong
Kong no later than 4:30 p.m. on 4 July 2022.

ENVIRONMENTAL PROTECTION AND COMPLIANCE WITH LAWS AND REGULATIONS

The Group is committed to supporting the environmental sustainability. The Group is subject to various environmental
laws and regulations set by the PRC national, provincial and municipal governments. Compliance procedures are in place
to ensure adherence to applicable laws, rules and regulations. During the year, the Group has complied with relevant
laws and regulations that have significant impact on the operations of the Group. Further, any changes in applicable laws,
rules and regulations are brought to the attention of relevant employees and relevant operation units from time to time.

The Group is always committed to maintaining the highest environmental and social standards to ensure sustainable
development of its business. A report on the environmental, social and governance aspects has been prepared with
reference to the Environmental, Social and Governance Reporting Guide in Appendix 27 to the Listing Rules and is set out
in the section headed "“Environmental, Social & Governance Report” on pages 47 to 82 of this annual report.
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RELATIONSHIP WITH STAKEHOLDERS

The Group recognises that employees, customers, suppliers and business partners are keys to its sustainable development.
The Group is committed to establishing a close and caring relationship with its employees, providing quality services to its
customers and enhancing cooperation with its suppliers and business partners.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group for the last five financial years is set out on page 152
of this report.

SHARE CAPITAL

The changes in share capital of the Company during the Year are set out in note 23(b) to the consolidated financial
statements.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s listed securities
during the Year.

RESERVES

Details of the changes in reserves of the Group and the Company during the year are set out in the consolidated
statement of changes in equity and note 23(a) to the consolidated financial statements respectively.

As at 31 December 2021, the Company’s reserves available for distribution amounted to approximately RMB235.8
million, included in the Company’s retained profits and share premium accounts.

Under the Companies Law (Revised) Chapter 22 of the Cayman Islands, the share premium of the Company is available
for paying distributions or dividends to shareholders subject to the provisions of its Memorandum and Articles of
Association and provided that immediately following the distribution or dividend, the Company is able to pay its debts as
they fall due in the ordinary course of business. In accordance with the Company’s Article of Association, dividends shall
be distributed out of the retained profits or other reserve (representing the share premium account of the Company).
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MAJOR CUSTOMERS AND SUPPLIERS

During the year, the percentage of purchases attributable to the Group’s five largest suppliers accounted for
approximately 33.1% of the Group’s total purchases and the percentage of purchases attributable to the Group’s largest
supplier accounted for approximately 10.6% of the Group’s total purchases. The percentages of sales for the year
attributable to the Group’s five largest customers combined accounted for approximately 43.9% of the Group’s total
sales and the percentage of the sales attributable to the Group's largest customer accounted for approximately 12.9% of
the Group's total sales.

None of the Director, any of their close associate or any Shareholder of the Company (to the knowledge of the Directors
owns more than 5% of the Company’s share capital) had an interest in any of the Group’s five largest suppliers or
customers.

DIRECTORS

The Directors during the year and up to the date of this annual report were:

Executive Directors

Mr. Meng Fanyong (Chairman)

Mr. Zhang Hongyao (Vice-chairman)
Ms. Xu Wenhong

Mr. Meng Yuxiang

Ms. Gan Shuya

Mr. Yin Zhixiang*

Independent Non-executive Directors
Mr. Guo Kaigi

Mr. Wong Jovi Chi Wing

Mr. Cheng Haitao

* Mr. Yin Zhixiang has been re-designated as a non-executive Director with effect from 4 April 2022.

In accordance with the Articles of Association of the Company, one-third of our Directors will retire in the AGM, and
being eligible, have offered themselves to be re-elected and re-appointed at the AGM.

Each of the executive Directors has entered into a service contract with the Company for a term of three years
commencing from 19 June 2019, which may be terminated by not less than three months’ notice in writing served by
either party on the other.

Each of the Company’s independent non-executive Directors has signed a letter of appointment with the Company for a
term of three years from 19 June 2019, which may be terminated by not less than three months' notice in writing served
by either party on the other. Mr. Yin, who was re-designated as a non-executive Director from executive Director with
effect from 4 April 2022, has signed a letter of appointment with the Company for a term of three years from 4 April
2022, which may be terminated by not less than 15 days’ notice in writing served by either party on the other.

No Director proposed to be re-elected at the AGM has an unexpired service contract with the Group, which is not
determinable by the Group within one year without payment of compensation (other than statutory compensation).

Biographical information of the Directors and the senior management of the Group are set out on pages 12 to 15 of this
annual report.
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CONFIRMATION OF INDEPENDENCE FROM THE INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received, from each of the independent non-executive Directors, an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The Company considers all independent non-executive Directors
have been independent throughout the Year and remain independent as of the date of this annual report.

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December 2021, the interests and short positions of the Directors and their associates in the Shares, underlying
Shares and debentures of the Company or its associated corporations (within the meaning of Part XV of the SFO which
will be required to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which they were taken or deemed to have under such provisions of the SFO)
or which will be required, pursuant to section 352 of the SFO, to be entered in the register required to be kept by the
Company, or which will be required, pursuant to the Model Code by Directors of Listed Issuers to be notified to the
Company and the Stock Exchange are as follows:

Long positions

Number of
ordinary
Shares and
underlying
Name of Shares held
Group member/ under equity Approximate
associated derivatives percentage of
Name corporation Nature of interest capital shareholding
(Note 1) (Note 4)
Directors
Mr. Meng The Company Interest of controlled 706,353,600(L) 47.05%
corporation (Note 2)
Mr. Zhang The Company Beneficial owner 12,000,000(L) (Note 3) 0.80%
Ms. Gan The Company Beneficial owner 8,400,000(L) (Note 3) 0.56%
Mr. Guo The Company Beneficial owner 598,000(L) 0.04%
Chief Executive
Mr. Bai The Company Beneficial owner 10,500,000(L) (Note 3) 0.7%
Notes:

(1) The letter “L" denotes the person’s long position in the Shares and underlying Shares of the Company.

(2)  Rosy Astral is owned as to approximately 80.63% by Mr. Meng. By virtue of the SFO, Mr. Meng is deemed to be interested in the Shares held by Rosy
Astral.

(3) These represent the maximum number of Shares which may be allotted and issued to such Directors upon the exercise of the pre-IPO share options
granted to each of them (under the Pre-IPO Share Option Scheme) as at 31 December 2021. Details of the Pre-IPO Share Option Scheme are set out
under the section headed “Share Option Schemes” below.

(4) The percentage represents the number of Shares or registered capital involved divided by the number of the Company’s issued Shares as at 31
December 2021, being 1,501,200,000.
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Save as disclosed above, as at 31 December 2021, none of the Directors or chief executive of the Company had or was
deemed to have any interests and/or short positions in the Shares, underlying Shares or debentures of the Company or its
associated corporations (within the meaning of Part XV of the SFO), which had been recorded in the register maintained
by the Company pursuant to section 352 of the SFO or which had been notified to the Company and the Stock Exchange
pursuant to the Model Code set out in the Listing Rules.

SHARE OPTION SCHEMES
Share Option Scheme

The Share Option Scheme was to incentivise or reward eligible participants (i.e. (i) any full-time or part-time employee
(including any executive Director) of the Group or any entity in which any member of the Group holds any equity interest
(“Invested Entity”); (i) any non-executive Directors (including independent non-executive Directors) of the Group or
Invested Entity; (iii) any supplier or customer of the Group or any Invested Entity; (iv) any person or entity that provides
research, development or other technological support to the Group or any Invested Entity; (v) any shareholder of any
member of the Group or any Invested Entity or any holder of any securities issued by any member of the Group or
any Invested Entity; (vi) any adviser or consultant to any area of business or business development of the Group or any
Invested Entity; (vii) such other persons who in the sole opinion of the Board may contribute or have contributed to the
development and growth of the Group; and (viii) any company wholly owned by one or more persons belonging to any
of the above classes of participants (collectively, the “Eligible Participants”) for their contribution to the Group, for the
purpose of motivating them to optimise their performance efficiency for the benefit of the Group, and attracting and
retaining these Eligible Participants whose contributions are or will be beneficial to the long-term growth of our Group.

For any options granted to Directors, chief executives or substantial shareholders of the Company, or any of their
respective associate, options to be granted to any of these persons shall be approved by the independent non-executive
Directors (excluding any independent non-executive Director who or whose associates is the proposed grantee of
options). Where any option granted to a substantial Shareholder or an independent non-executive Director, or any of
their respective associates, would result in the Shares issued or to be issued upon exercise of all options already granted
and to be granted to such person in the 12-month period up to and including the date of such grant, (i) representing in
aggregate over 0.1% of the Shares in issue; and (i) having an aggregate value, based on the closing price of the Shares at
the date of each offer for the grant, in excess of HK$5 million, such grant of options shall be subject to prior approval by
resolutions of the shareholders (voting by way of poll) at which all core connected persons of the Company shall abstain
from voting in favour, and/or such other requirements prescribed under the Listing Rules from time to time.

The number of Shares issued and to be issued in respect of options granted and may be granted to any individual in any
12-month period is not permitted to exceed 1% of the total Shares of the Company in issue, without prior approval from
the shareholders of the Company and with such participants and his close associates abstaining from voting.

The amount payable on acceptance of the grant is HK$1.00, which will be payable on or before a prescribed acceptance
date. In relation to any options granted under the Share Option Scheme, the exercise price is determined by the Directors,
and will not be less than the higher of (i) the closing price of the Shares on the date of grant; (ii) the average closing price
of the Shares for the five Business Days immediately preceding the date of the offer for the grant; and (iii) the nominal
value of a Share.

The Share Option Scheme does not contain any minimum period for which an option must be held before it can be
exercised. However, at the time of granting of the options, the Board may specify any such minimum period.

The options granted pursuant to the Share Option Scheme will expire no later than 10 years from the date of grant of the
option subject to the provisions for early termination thereof. Unless otherwise terminated by the shareholders in general
meeting in accordance with the terms of the Share Option Scheme, the Share Option Scheme shall be valid and effective
for a period of 10 years from the date of its adoption which was 19 June 2019, after which no further options will be
granted or offered but the provisions of the Share Option Scheme shall remain in full force and effect to the extent
necessary to give effect to the exercise of any subsisting options granted prior to the expiry of the 10-year period or
otherwise as may be require. As at the date of this report, the Share Option Scheme had a remaining life of approximately
7 years.
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The total number of the Shares which may be allotted and issued upon the exercise of all options to be granted under the
Share Option Scheme and under any other share option schemes of the Company must not in aggregate exceed 10%
of the total number of Shares in issue as at the Listing Date, i.e 150,000,000 Shares (representing 9.99% of the total
number of issued Shares of the Company as at the date of this report), unless shareholders’ approval has been obtained.
The maximum number of Shares which may be issued upon exercise of all outstanding options granted and yet to be
exercised under the Pre-IPO Share Option Scheme and the Share Option Scheme and any other share option scheme
adopted by the Group must not in aggregate exceed 30% of the Shares in issue from time to time.

Details of the movements in the Company’s outstanding share options granted under the Share Option Scheme for the
year ended 31 December 2021 were as follows:

Outstanding Outstanding
Exercise asat Exercise Price During the Year asat31
Category of period 1January  per Share Granted December
participant Date of grant  (Note ) 2021 HKD (Note2)  Exercised  Cancelled Lapsed 2021
Employee 10 December 2021 From 30 November 2023 - 256 1,000,000 - - - 1,000,000
t0 30 November 2031 (Note 2)
10 December 2021 From 2 December 2024 to - 2.56 1,000,000 - - - 1,000,000
30 November 2031 (Note 2)
10 December 2021 From 1 December 2025 to - 2.56 1,000,000 - - - 1,000,000
30 November 2031 (Note 2)
10 December 2021 From 30 November 2026 to - 2.56 1,000,000 - - - 1,000,000
30 November 2031 (Note 2)
Total - - - - 4,000,000 - - - 4,000,000

Notes:
1. The vesting period of the share options under the Share Option Scheme is from the date of grant until the commencement of the exercise period.

2. The closing price per Shares immediately before the date on which the shares were granted was HK$2.57.

For the fair value of the options granted under the Share Option Scheme during the Year, please refer to note 20(c) to
the consolidated financial statements.

As at the date of this report, the total number of Shares available for allotment and issue pursuant to the exercise of
options granted under the Share Option Scheme is 146,000,000 Shares, representing approximately 9.73% of the issued
share capital of the Company.
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Pre-IPO Share Option Scheme

On 19 June 2019, the Pre-IPO Share Option Scheme was adopted by a resolution in writing passed by the then
shareholders of the Company to incentivise or reward eligible participants (i.e. any full-time or part-time employee
(including any executive Director) of the Group or any Invested Entity; and any non-executive Directors or proposed non-
executive Directors (including independent non-executive Directors) of the Company, any subsidiary of the Company or
any Invested Entity) (the “Pre-IPO Eligible Participants”) for their contribution to the Group for the purpose of motivating
the Pre-IPO Eligible Participants to optimise their performance efficiency for the benefit of the Group, and attract and
retain or otherwise maintain an on-going relationship with the Pre-IPO Eligible Participants whose contributions are or will
be beneficial to the long-term growth of the Group.

As at the date of this report, the Pre-IPO Share Option Scheme had a remaining life of approximately 7 years.
There is no maximum entitlement limit for the participants as specified in the Pre-IPO Share Option Scheme.

The amount payable on acceptance of the grant is HK$1.00, which will be payable on or before a prescribed acceptance
date, and any offer of option made by the Directors under the Pre-IPO Share Option Scheme shall be open for acceptance
for a period of up to the earlier of 21 days from the relevant offer date or the latest practicable date as specified in the
Prospectus. For the avoidance of doubt, no further option may be granted under the Pre-IPO Share Option Scheme.

There is no minimum period for which the share options granted under the Pre-IPO Share Option Scheme must be held
before it can be exercised once the relevant share options have been vested on the grantees, unless otherwise determined
by the Directors. Please refer to the below for further information about the applicable vesting period of the options
granted under the Pre-IPO Share Option Scheme.

In relation to any options granted under the Pre-IPO Share Option Scheme, the exercise price is determined at the
discretion of the Directors, provided that it shall be not less than the nominal value of a Share. Please refer below for
further information about the exercise price of the options granted under the Pre-IPO Share Option Scheme.

Upon terminated by the shareholders in general meeting in accordance with the terms of the Pre-IPO Share Option
Scheme, no further options will be offered but the terms of the Pre-IPO Share Option Scheme shall remain in full force
and effect to the extent necessary to give effect to the exercise of any subsisting options granted prior thereto or
otherwise as may be required in accordance with the terms of the Pre-IPO Share Option Scheme.
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Movements of the share options granted under the Pre-IPO Share Option Scheme during the Year were as follows:

Outstanding Exercise Price Outstanding
Exercise asat  perShare as at
period 1 January HKD During the Year 31 December
Date of grant  (Note ) 2021 (Note 2) Granted  Exercised  Cancelled Lapsed 2021
Directors
Mr. Zhang 8 October 2019 From 9 November 2021 3,000,000 0477 - - - 3,000,000 -
to 8 November 2026 (Note 3)
8 October 2019 From 9 November 2022 3,000,000 0477 - - - - 3,000,000
to 8 November 2026
8 October 2019 From 9 November 2023 3,000,000 0477 - - - - 3,000,000
to 8 November 2026
8 October 2019 From 11 November 2024 3,000,000 0477 - - - - 3,000,000
to 8 November 2026
8 October 2019 From 10 November 2025 3,000,000 0477 - - - - 3,000,000
to 8 November 2026
15,000,000 - - - - 3,000,000 12,000,000
Ms. Gan 8 October 2019 From 9 November 2020 1,200,000 0477 - - - - 1,200,000
to 8 November 2025
8 October 2019 From 9 November 2021 2,400,000 0477 - - - 2,400,000 -
to 8 November 2025 (Note 3)
8 October 2019 From 9 November 2022 2,400,000 0477 - - - - 2,400,000
to 8 November 2025
8 October 2019 From 9 November 2023 2,400,000 0477 - - - - 2,400,000
to 8 November 2025
8 October 2019 From 11 November 2024 2,400,000 0477 - - - - 2,400,000
to 8 November 2025
10,800,000 - - - - 2,400,000 8,400,000
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Outstanding Exercise Price Outstanding
Exercise as at per Share as at
period 1 January HKD During the Year 31 December
Date of grant  (Note 1) 2021 (Note 2) Granted  Exercised  Cancelled Lapsed 2021
Senior Management
Mr. Bai 8 October 2019 From 9 November 2020 1,500,000 0477 - - - - 1,500,000
to 8 November 2025
8 October 2019 From 9 November 2021 3,000,000 0477 - - - 3,000,000 -
to 8 November 2025 (Note 3)
8 October 2019 From 9 November 2022 3,000,000 0477 - - - - 3,000,000
to 8 November 2025
8 October 2019 From 9 November 2023 3,000,000 0477 - - - - 3,000,000
to 8 November 2025
8 October 2019 From 11 November 2024 3,000,000 0477 - - - - 3,000,000
to 8 November 2025
13,500,000 - - - - 3,000,000 10,500,000
Ms. Wong Gianne 8 October 2019 From 9 November 2020 600,000 0477 - 600,000 - - -
(Resigned on 10 to 8 November 2025 (Note 4)
December 2021) 8 October 2019 From 9 November 2021 600,000 0477 - 600,000 - - -
to 8 November 2025 (Note 4)
8 October 2019 From 9 November 2022 600,000 0.477 - - - 600,000 -
to 8 November 2025 (Note 5)
8 October 2019 From 9 November 2023 600,000 0.477 - - - 600,000 -
to 8 November 2025 (Note 5)
8 October 2019 From 11 November 2024 600,000 0.477 - - - 600,000 -
to 8 November 2025 (Note 5)
3,000,000 - - 1,200,000 - 1,800,000 -
Total 42,300,000 - - 1,200,000 - 10,200,000 30,900,000
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Notes:

(1) The vesting period of the share options under the Pre-IPO Share Option Scheme is from the date of grant until the commencement of the exercise
period. The vesting of the share options is subject to the fulfilment of certain vesting conditions. Please refer to the Prospectus of the Company for
further details of the vesting conditions.

(2)  The exercise price represents 30% of the final offer price of each Share upon Listing (i.e. HK$1.59).

(3)  As both of the vesting conditions in relation to the financial performance of the Group for the year ended 31 December 2020 were not met, all of the
share options expected to be vested on 9 November 2021 has lapsed on the date when the Board approved the final results of the Group for the year
ended 31 December 2020 (i.e. 26 March 2021).

(4)  The weighted average closing share price immediately before the dates on which the share options were exercised was HK$1.95 per share.

(5) Ms. Wong Gianne has resigned as a joint company secretary of the Company with effect from 10 December 2021 and has accordingly ceased to be a
Pre-IPO Eligible Participant under the Pre-IPO Share Option Scheme. The share options granted to Ms. Wong Gianne under the Pre-IPO Share Option
Scheme that were not exercised at the time of cessation of employment with the Company lapsed on 10 December 2021 in accordance with the terms
of the Pre-IPO Share Option Scheme.

Except for the options which have lapsed or exercised under the Pre-IPO Share Option Scheme as set out above, no
other share options have been granted, exercised, cancelled or lapsed under the Pre-IPO Share Option Scheme as at 31
December 2021.

As one of the vesting conditions in relation to the financial performance of the Group for the year ended 31 December
2021 were not met, 50% of the share options granted to Mr. Zhang, Ms. Gan and Mr. Bai expected to be vested on 9
November 2022 have lapsed on the date when the Board approved the final results of the Group for the year ended 31
December 2021 (i.e. 21 March 2022). Accordingly, the total number of Shares which may be allotted and issued upon
exercise of all the outstanding options granted under the Pre-IPO Share Option Scheme as at the date of this report was
26,700,000 Shares, representing approximately 1.78% of the total number of Shares in issue as at the date of this report.

RIGHTS TO ACQUIRE THE COMPANY’S SECURITIES

Save as disclosed above, during the Year, none of the Company, or any of its subsidiaries, was a party to any arrangement
to enable the Directors to have any right to subscribe for securities of the Company or to acquire benefits by means of
acquisition of Shares in, or debentures of, the Company or any other body corporate.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any substantial part of the business of the
Group were entered into or existed during the Year.

DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS AND CONTRACTS OF
SIGNIFICANCE

There were no transactions, arrangements and contracts of significance, to which the Company or any of its subsidiaries
was a party and in which a Director or a connected entity of a Director of the Company had a material interest, whether
directly or indirectly, subsisted during or at the end of the Year.

CONTROLLING SHAREHOLDERS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

No Controlling Shareholder of the Company or any of its subsidiaries has any contract of significance (including contract
of significance for the provision of services) with the Company or its subsidiaries subsisted during or at the end of the
Year.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2021, the following persons (other than the Directors and chief executives of the Company) had or
deemed or taken to have an interest and/or short position in the Shares or the underlying Shares which would fall to be
disclosed under the provisions of Division 2 and 3 of Part XV of the SFO as recorded in the register required to be kept by
the Company under section 336 of SFO, or who was, directly or indirectly, interested in 5% or more of the issued share
capital of the Company:

Long positions in the ordinary Shares of the Company

Number of  Approximate
ordinary percentage of

Name of shareholders Nature of interest Shares  shareholding
(Note 1)
Ms. Luo Yumei Interest of spouse (Note 2) 706,353,600(L) 47.05%
Rosy Astral Beneficial owner 706,353,600(L) 47.05%
Polaris Swift Limited Beneficial owner 417,822,000(L) 27.83%
Notes:

(1) The letter “L" denotes the shareholder’s long position in the Shares and underlying Shares of the Company.

(2)  Ms. Luo Yumei is the spouse of Mr. Meng. By virtue of the SFO, Ms. Luo Yumei is deemed to be interested in the Shares of the Company which Mr.
Meng is interested in.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

As at the date of this report, none of the Directors or their respective close associates had interests in businesses which
compete or are likely to compete either directly or indirectly with the businesses of the Group as are required to be
disclosed pursuant to the Listing Rules.

NON-COMPETITION UNDERTAKING

Each of the Covenantors, each being a Controlling Shareholder of the Company, has entered into a Deed of Non-
Competition in favour of the Company on 19 June 2019, pursuant to which each of the Covenantors has unconditionally
and irrevocably undertaken to the Group that he/it will not, and will procure his/its close associates (other than members
of the Group) not to directly or indirectly participate, acquire or hold any right or interest in or otherwise be involved in or
undertake any business (other than the business of the Group) that directly or indirectly competes, or may compete, any
business which is in any respect in competition with or similar to or is likely to be in competition with the business of the
Group. For details of the Deed of Non-Competition, please refer to the Prospectus.

Each of the Covenantors has provided to the Company an annual written confirmation in respect of his/its compliance
with the Deed of Non-Competition. The independent non-executive Directors have reviewed the compliance with the
non-competition undertaking by the Covenantors under the Deed of Non-Competition and are of the view that such non-
competition undertaking has been complied with during the Year.
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CONNECTED TRANSACTIONS

A summary of the material related party transactions made during the Year is disclosed in note 26 to the consolidated
financial statements. The related party transactions set out in note 26(a) and 26(b) to the consolidated financial
statements also constitute connected transactions or continuing connected transactions as defined in Chapter 14A of the
Listing Rules, and such transactions are fully exempt from the requirements under Chapter 14A of the Listing Rules. The
Company has complied with the disclosure requirements in accordance with Chapter 14A of the Listing Rules in respect
of the connected transactions or continuing connected transactions.

PROPERTY INTERESTS

The Group holds 100% interest in various land parcels located at North of Nanshugang Road, Bohai New District,
Cangzhou, Hebei Province, the PRC with total site area of approximately 994,886.91 sq.m. for the Phase Two Expansion.
The property under construction comprises portion of land parcels with a total site area of approximately 530,925 sqg.m..
Construction for Phase Two Expansion is in progress as at the date of this report. It is expected that construction for Phase
Two Expansion will be completed by December 2023.

EMOLUMENT POLICY

The emolument policy for the employees of the Group is set up by the Remuneration Committee on the basis of their
merit, qualifications and competence.

The emoluments of the Directors are decided by the Remuneration Committee, having regard to the Group’s operating
results, individual performance and comparable market statistics.

The Company has adopted two share option schemes as an incentive to Directors and eligible employees, details of the
scheme are set out in the section headed “Share Option Schemes” above and in note 20 to the consolidated financial
statements.

DEFINED CONTRIBUTION SCHEMES

Details of the Group’s contribution to defined contribution retirement schemes in the PRC and Hong Kong are set out
in note 6(b) to the financial statements. Under the Mandatory Provident Fund Scheme (“MPF Scheme”), no forfeited
contributions for the MPF Scheme may be used by the employee to reduce the existing level of contributions as the
contributions are fully vested to the employee upon payments to the MPF Scheme. Under the retirement benefit plan
managed by the local government authority in the PRC participated by the subsidiaries of the Group established in the
PRC, no forfeited contributions will be used by the employer to reduce the existing level of contributions.

PERMITTED INDEMNITY PROVISION

According to the Company’s Articles of Association, each Director was entitled during the year ended 31 December 2021
and remains entitled up to the date of this report to the compensation out of the assets of the Company for all losses or
liabilities incurred due to the execution of his/her duties or taken place related to such execution. The Company has taken
out the appropriate Directors’ and officers’ liability insurance policy for the Directors and officers of the Group as a means
of security.
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EQUITY-LINKED AGREEMENT

Apart from the Pre-IPO Share Option Scheme and the Share Option Scheme, there was not any subsisting equity-linked
agreement entered into by the Company as at the end of the Year.

TAX RELIEF

The Company is not aware of any relief from taxation available to shareholders by reason of their holding of the Shares of
the Company.

PRE-EMPTIVE RIGHTS

There is no provision regarding pre-emptive rights in the Articles of Association of the Company or the laws of the
Cayman Islands which would oblige the Company to offer new Shares on a pro-rata basis to existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the knowledge of the Directors, the
Company has maintained the minimum public float of 25% as required under the Listing Rules as at the latest practicable
date prior to the issue of this report.

AUDITOR

KPMG will retire and, being eligible, offer themselves for reappointment. A resolution for their reappointment as auditors
of the Company will be proposed at the forthcoming annual general meeting of the Company.

On behalf of the Board

Mr. Meng Fanyong
Chairman

21 March 2022
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The Company was listed on the Hong Kong Stock Exchange on 8 November 2019. The Company's corporate governance
situation during the Year was as follows. This report adopts the order of mandatory disclosure of corporate governance
report in Appendix 14 to the Listing Rules.

CORPORATE GOVERNANCE PRACTICES

The Board is committed to follow best practices in corporate governance in order to enhance the shareholders’ value by
ensuring standards in integrity, transparency and quality of disclosure. The Company has emphasizes on a quality board,
sound internal controls, transparency and accountability to all shareholders as its corporate governance principles. The
Company has adopted the code provisions set out in the CG Code as its own code of corporate governance. During the
Year, the Company was in compliance with all relevant code provisions set out in the CG Code.

MODEL CODE SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding directors’ securities transactions in terms no less exacting than
the required standard set out in the Model Code for Securities Transactions by Directors of Listed Issuers in Appendix
10 of the Listing Rules. Having made specific enquiries with each of the Directors, all Directors have confirmed to the
Company that they have complied with the required standards set out in the Model Code during the Year.

LEADERSHIP
Board of Directors

The Board is responsible for the leadership and control of the Company, and is responsible for setting up the overall
strategies as well as reviewing the operation and financial performance of the Group. The Board reserved for its decision
or consideration matters covering overall strategies of the Group, major acquisitions and disposals, annual budgets,
annual and interim results, recommendations on Directors’ appointment or re-appointment, approval of major capital
transactions and other significant operational and financial matters. The Board has delegated to management the
authority and responsibility for daily management of the Group, implementation of strategies approved by the Board,
monitoring operating budgets, implementation of internal control procedures, and ensuring compliance with relevant
statutory requirements and other rules and regulations. In addition, the Board has also delegated various responsibilities
to the Board committees. Further details of these committees are set out in this report.
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Board Composition

During the Year, the Board consisted nine Directors with the following composition:

Executive Directors

Mr. Meng Fanyong (chairman of the Board, chairman of Nomination Committee)

Mr. Zhang Hongyao (vice-chairman of the Board)

Ms. Xu Wenhong (chairlady of Corporate Governance Committee and Risk Management Committee)
Mr. Meng Yuxiang

Ms. Gan Shuya

Mr. Yin Zhixiang*

Independent Non-Executive Directors

Mr. Guo Kaigi (chairman of Remuneration Committee)
Mr. Wong Jovi Chi Wing (chairman of Audit Committee)
Mr. Cheng Haitao

* Mr. Yin Zhixiang has been re-designated as a non-executive Director with effect from 4 April 2022.

To the best knowledge of the Company, except for Mr. Meng is the father of Mr. YX Meng, none of the Board members
have financial, business, family or other material/relevant relationships with each other. Such balanced Board is composed
to ensure strong independence existed across the Board. The composition of the Board reflects the balanced skills and
experience for effective leadership. The biographical details of Directors are set out on pages 12 to 15 under the section
headed "Directors and Senior Management”.

Independent Non-Executive Directors

All of the Company’s independent non-executive Directors are experienced and of high calibre. They are equipped with
academic and professional qualifications in either accounting, investment or oil pipe production. With their experience
gained from various sectors, they provide strong support towards the effective discharge of the duties and responsibilities
of the Board. Each independent non-executive Director has given an annual written confirmation of his independence to
the Company pursuant to Rule 3.13 of the Listing Rules, and the Company considers that all independent non-executive
Directors are independent within the definition of the Listing Rules.

During the Year, the Board at all times has met the requirements of the Listing Rules relating to the appointment of
at least three independent non-executive Directors representing one-third of the Board with one of whom possessing
appropriate professional qualifications or accounting or related financial management expertise.

Chairman and Chief Executive Officer
Mr. Meng is the chairman of the Board who is responsible for leading the efficient business development of the Group.

Mr. Bai was the chief executive officer of the Group who is responsible for the overall administrative and operational
management of the Group during the Year. With effect from 4 April 2022, Mr. Bai ceased to be chief executive officer of
the Group and Mr. Zhang has been appointed as chief executive officer of the Group in place of Mr. Bai.

RESPONSIBILITIES, ACCOUNTABILITIES AND CONTRIBUTIONS OF THE BOARD AND
MANAGEMENT

The Board is held accountable to the Company’s shareholders and stakeholders. It is responsible for the overall leadership
and control of the Company, oversees the Group'’s strategic decisions and performance, and is responsible for promoting
the success of the Company. The Board makes decisions on the strategies of the Group in the best interests of the
Group, and reserves its right of decision all major matters relating to budgets, policy, strategies, internal control, risk
management, material transactions, financial information, appointment of Directors and other significant operational
matters of the Company.
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All Directors have brought in precious and valuable business insights, experience and knowledge to the Board for its
efficient and effective functioning. They are all provided with full and timely access to information of the Company as well
as access to contact and services of the Company Secretary and senior management. The Directors may, upon request,
seek independent professional advice in appropriate circumstances, at the Company’s expenses for discharging their
duties to the Company.

The Directors have disclosed to the Company details of other offices held by them and the Board regularly reviews the
contribution required from each Director to perform his/her responsibilities to the Company. The Company has arranged
for appropriate insurance cover for Directors’ and officers’ liabilities in respect of legal actions against its Directors and
senior management arising out of corporate activities.

Five Board Committees, namely the Audit Committee, the Remuneration Committee, the Nomination Committee,
the Corporate Governance Committee and the Risk Management Committee, are set up and delegated various
responsibilities as set out in their respective terms of reference.

Through the chief executive officer of the Group whom the Board has delegated authorities, the senior management of
the Group is provided with authority and responsibility for implementing the decisions of the Board, directing and co-
ordinating the daily operations and management of the Group.

CONTINUOUS PROFESSIONAL DEVELOPMENT OF DIRECTORS

The CG Code provides that all Directors shall participate in continuous professional development to develop and refresh
their knowledge and skills to ensure that their contribution to the board remains informed and relevant.

All Directors have participated in continuous professional development and provided a record of training they received for
the Year to the Company. During the Year, each of the Directors participated in continuous professional development by
reading materials relating to the discharge of their duties and responsibilities and regulatory updates.

The Company has also continuously updated Directors on the latest developments regarding the Listing Rules and other
applicable regulatory requirements, to ensure compliance and enhance their awareness of good corporate governance
practices.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

The CG Code stipulates that non-executive Directors shall be appointed for a specific term subject to re-election and that
all Directors appointed to fill a casual vacancy shall be subject to election by shareholders at the first general meeting
after appointment and that every Director, including those appointed for a specific term, shall be subject to retirement by
rotation at least once every three years.

Each executive Director has entered into a service contract with the Company, pursuant to which they have agreed to
serve as executive Directors for an initial term of three years beginning on 19 June 2019 or 1 January 2020, which can
be terminated by either party by not less than three months written notice. The term of the service contract will be
automatically renewed and extended for one year after the current term expires, until either party terminates by giving
written notice to the other party at least three months in advance. The non-executive Director has been appointed with
effect from 4 April 2022, and such appointment can be terminated by either party by giving a written notice to the other
party at least 15 days in advance. Each independent non-executive Director has been appointed for an initial term of
three years beginning on 19 June 2019, and can be terminated by either party by giving a written notice to the other
party at least three months in advance. The term of office will be automatically renewed and extended for two years after
the expiry of the current term at that time, until either party terminates by giving written notice to the other party at least
three months in advance.

None of the Directors has a service contract which is not determinable by the Group within one year without payment of
compensation (other than statutory compensation).
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The appointment of all Directors is subject to the provisions of retirement and rotation of Directors under the Company’s
Articles of Association. In accordance with the Company’s Articles of Association, all Directors of the Company are subject
to retirement by rotation at least once every three years and any new Director appointed to fill a causal vacancy shall
submit himself/herself for re-election by shareholders at the first general meeting after appointment. Any new Director
appointed as an addition to the Board shall submit himself/herself for re-election by shareholders at the next following
annual general meeting. The procedures and process of appointment, re-election and removal of Directors are laid down
in the Company’s Articles of Association.

COMPANY SECRETARY

Mr. Lau Ying Kit is the Company Secretary of the Company responsible for providing compliance and company secretarial
services to the Group and assisting the Group to cope with the changing regulatory environment and to suit different
commercial needs.

Mr. Lau Ying Kit was appointed as the Company Secretary on 10 December 2021.

Mr. Lau undertook no less than 15 hours of professional training to update their skills and knowledge for the year ended
31 December 2021.

All Directors have access to the advice and services of the Company Secretary on corporate governance and board
practices and matters.

BOARD COMMITTEES

Five Board Committees, namely the Audit Committee, the Remuneration Committee, the Nomination Committee, the
Corporate Governance Committee and the Risk Management Committee are established for the roles of overseeing
particular aspects of the Group under defined terms of reference. The terms of reference of the Board Committees are
provided on the Company’s website and the Stock Exchange’s website. A list of the Chairman and members of each
Board Committee is set out under “Corporate Information” on page 2 of this report.

Audit Committee

The Audit Committee comprises three independent non-executive Directors, namely Mr. Wong (as committee chairman),
Mr. Guo and Mr. Cheng.

The terms of reference of the Audit Committee adopted by the Board are aligned with the code provisions set out in the
CG Code, and are currently made available on the websites of the Stock Exchange and the Company.

The Audit Committee is mainly responsible for making recommendations to the Board on the appointment, re-
appointment and removal of the external auditor; reviewing, in draft form, the interim and annual reports and accounts
of the Group and significant financial reporting judgements contained therein; and overseeing the Company’s financial
reporting system, and the risk management and internal control systems.

The Audit Committee held two meetings during the Year. At the meetings, the committee reviewed the Group’s financial
statements, external auditor KPMG'’s audit plan and quotation, and the terms of reference of the committee. The Audit
Committee has also reviewed the Group's financial results and monitored the audit process with the attendance of the
external auditors before reporting and submitting to the Board for their approval.
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Nomination Committee

The Nomination Committee comprises one executive Director and two independent non-executive Directors, namely Mr.
Meng (as committee chairman), Mr. Guo and Mr. Cheng.

The terms of reference of the Nomination Committee adopted by the Board are aligned with the code provisions set out
in the CG Code, and are currently made available on the websites of the Stock Exchange and the Company.

The Nomination Committee is mainly responsible for reviewing the Board composition, structure, size and diversity of
the Board, assessing the independence of the independent non-executive Directors and making recommendations to the
Board on the nomination, appointment or re-appointment of Directors and succession planning for Directors, in particular
the Chairman and CEO and reviewing the Board Diversity Policy adopted by the Company. For more information on the
Company’s policy on board diversity, please refer to the section headed “Board Diversity Policy” in this report.

The Board has adopted written policy for the nomination of new Directors. In evaluating and selecting candidates for
directorship, the criteria to be taken into account when considering the suitability of a candidate shall be his or her ability
to devote sufficient time and attention to the affairs of the Company and contribute to the diversity of the Board as well as
the effective carrying out by the Board of its responsibilities.

The Board has adopted procedures for nomination of new Directors, pursuant to which (i) the Nomination Committee
and/or the Board should, upon receipt of the proposal on appointment of new Director and the biographical information
of the candidate, evaluate such candidate based on the criteria set out in the written policy adopted for the nomination
of new Directors; (ii) if the process yields one or more desirable candidates, the Nomination Committee and/or the Board
should rank them by order of preference based on the needs of the Company and reference check of each candidate; (iii)
the Nomination Committee should then recommend to the Board to appoint the appropriate candidate for directorship;
and (iv) for any person that is nominated by a Shareholder for election as a Director at the general meeting of the
Company, the Nomination Committee and/or the Board should evaluate such candidate based on the criteria set out
in the written policy adopted for the nomination of new Directors to determine whether such candidate is qualified for
directorship.

To ensure a proper understanding of the operations and businesses of the Company and that he/she is fully aware of his/
her responsibilities under the applicable laws and regulations (including the Listing Rules), the newly appointed Directors
will be provided with a comprehensive, tailored and formal induction on the first occasion of his/her appointment.

During the Year, the Nomination Committee held three meetings to discuss and review the suitability regarding Board
size, structure and combination, in light of the Company’s business and strategic direction.
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Remuneration Committee

The Remuneration Committee consists of two independent non-executive directors and one executive Director, namely
Mr. Guo (as committee chairman), Mr. Cheng and Mr. YX Meng.

The terms of reference of The Remuneration Committee adopted by the Board are aligned with the code provisions set
out in the CG Code and are currently made available on the websites of the Stock Exchange and the Company.

The Remuneration Committee is mainly responsible for making recommendations to the Board on the Company’s policy
and structure on the remuneration packages for all Directors and senior management and on the establishment of a
formal and transparent procedure for developing remuneration policy.

The Remuneration Committee has adopted the approach under code provision B.1.2(c)(ii) of the CG Code to make
recommendations to the Board on remuneration packages of the Directors and the senior management.

During the Year, the Remuneration Committee held three meetings to discuss and review the Company’s remuneration
structure and amount of remuneration for the Directors and chief executive.

The Company has adopted a pre-IPO share option and a share option scheme on 19 June 2019. The purpose of the Pre-
IPO Share Option Scheme is to recognise and reward the contribution of certain Directors and senior management of
the Group to the growth and development of the Group and the Listing and the purpose of the Share Option Scheme
is to enable the Group to grant options to selected participants as incentives or rewards for their contribution of the
Group. Details of the share option schemes are set out in the Report of the Board of Directors. The emolument payable to
Directors and senior management will depend on their respective contractual terms under service agreement/appointment
letter and is fixed by the Board with reference to the recommendation of the Remuneration Committee, the performance
of the Group and the prevailing market conditions.

Range of Remuneration of Senior Management

The remuneration, which included share-based payments, of the senior management of the Company for the Year, by
band is set out below:

Number of
Remuneration Band individuals
HK$Nil to HK$ 1,000,000 2
HK$1,000,001 to HK$1,500,000 1
HK$1,500,001 to HK$2,000,000 1

HK$2,000,001 to HK$2,500,000 -
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Corporate Governance Committee

The Corporate Governance Committee consists of one executive Director and two independent non-executive Directors,
namely Ms. Xu (as committee chairlady), Mr. Guo, and Mr. Wong.

The terms of reference of the Corporate Governance Committee adopted by the Board are aligned with the code
provisions set out in the CG Code and are currently made available on the websites of the Stock Exchange and the
Company. The Corporate Governance Committee is responsible for performing, and has performed, the functions set out
in the CG Code.

The Corporate Governance Committee is mainly responsible for proposing applicable principles of corporate governance
and reviewing and determining corporate governance policies to maintain the effectiveness of the Group’s corporate
governance and non-financial internal control systems, thereby improving and ensuring the Group’s corporate
Governance practices meet high standards. During the Year, two meetings of the Corporate Governance Committee
were held to discuss and review the corporate governance report prepared by the Company regularly.

Risk Management Committee

The Risk Management Committee consists of one executive Director and two independent non-executive Directors,
namely Ms. Xu (as committee chairlady), Mr. Guo, and Mr. Cheng.

The terms of reference of the Risk Management Committee adopted by the Board are aligned with the code provisions
set out in the CG Code and are currently made available on the websites of the Stock Exchange and the Company.

The Risk Management Committee is mainly responsible for determining the overall objectives of risk management,
approving strategies and monitoring and evaluating the effectiveness of the construction and operation of the risk
management system, understanding and grasping the major risks and risk management status, and approving major risk
response plans and risks manage organization structure and its responsibility plan, and approve the annual report of risk
management and the audit report of annual risk management supervision and evaluation. During the Year, two meetings
of the Risk Management Committee were held to discuss and review the internal audit and risk management report
prepared by the Company regularly.

BOARD DIVERSITY POLICY

The Board has adopted a board diversity policy setting out the approach to achieve diversity on the Board. The Company
recognises and embraces the benefits of having a diverse Board to enhance the quality of its performance and hence
the purpose of the Board Diversity Policy aims to build and maintain a Board with a diversity of Directors. The Company
considered diversity of board members can be achieved through consideration of a number of aspects, including but not
limited to gender, age, cultural and educational background, professional experience, skills and knowledge.

The Nomination Committee will discuss and agree annually on the measurable objectives for achieving diversity on the
Board and recommend candidate(s) to the Board for adoption. The Company aims to maintain an appropriate balance of
diversity perspectives of the Board that are relevant to the Company’s business growth. All Board appointments will be
based on meritocracy, and candidates will be considered against objective criteria, having due regard for the benefits of
diversity on the Board.

The Nomination Committee will also review the Board Diversity Policy, as appropriate, to ensure its continued effectiveness
from time to time. After assessing the suitability of the Directors’ skills and experience relevant to the Company'’s business,
the Nomination Committee considered that the existing Board was suitably qualified with professional backgrounds and/
or equipped with extensive expertise for the purposes of providing direction to and oversight of the Group's strategic and
business in achieving its objectives. Accordingly, no measurable objectives has been set at present.
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BOARD MEETINGS

The Company planned in advance four scheduled Board meetings a year at approximately quarterly intervals in order
to ensure that all Directors could plan in advance their availability to attend the scheduled Board meetings. Additional
meetings will be held as and when required. During the regular meetings of the Board, the Board reviewed the operation
and financial performance, and reviewed and approved the annual and interim results of the Group.

During the Year, the Board has held fourteen meetings. All Directors were given the opportunity to include any matter
on the agenda of regular board meetings, and had sufficient time to review in advance documents and data related to
matters to be discussed at board meetings.

Board minutes are kept by the Company Secretary and are open for inspection by the Directors. Every Board member are
entitled to have access to Board papers and related materials and have unrestricted access to the advice and services of
the Company Secretary, and have the liberty to seek external professional advice upon reasonable request.

MEETING ATTENDANCE RECORDS

During the Year, two audit committee, three nomination committee, three remuneration committee, two corporate
governance committee, two risk management committee, fourteen board meetings and one annual general meeting had
been held. The Company’s Director attendance is set out below:

Corporate Risk Annual

Audit ~ Nomination Remuneration  governance = management Board General

Directors committee committee committee committee committee Meeting Meeting
Mr. Meng - 33 - - - 14114 1N
Mr. Zhang - - - - - 14114 Ik
Ms. Xu - - - 212 212 14114 N
Mr. YX Meng - - 33 - - 14114 N
Ms. Gan - - - - - 14114 17
Mr. Yin - - - - - 14114 17
Mr. Guo 22 33 33 212 212 1414 "N
Mr. Wong 22 - - 212 - 14114 "N
Mr. Cheng 212 33 33 - 212 14114 "N

Shareholders meeting

The Board is responsible for maintaining a continuous contact with shareholders, in particular communicating with
shareholders through annual general meetings or other general meetings, and encourages shareholders to participate.
One annual general meeting was held during the Year.

AUDITORS’ REMUNERATION

During the Year, the fee for 2021 annual audit service and non-audit fees paid/payable to the Company’s auditor, KPMG,
was RMB2.2 million and RMBO0.8 million, respectively.



Dalipal Holdings Limited
Annual Report 2021

CORPORATE GOVERNANCE REPORT

DIRECTORS’ RESPONSIBILITIES FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The Board acknowledges its responsibility to prepare the Company’s consolidated financial statements for each financial
year which give a true and fair view of the state of affairs of the Group and the Company and of the results and cash
flows of the Group for the year. In preparing the consolidated financial statements for the Year, the Board has selected
suitable accounting policies and applied them consistently, made judgments and estimates that are prudent, fair and
reasonable and prepared the accounts on a going concern basis.

The Directors are responsible for taking all reasonable and necessary steps to safeguard the assets of the Group and
to prevent and detect fraud and other irregularities. The Directors are not aware of any material uncertainties relating
to events or conditions that may cast significant doubt upon the Company’s ability to continue as a going concern.
The statement of the independent auditor of the Company about their responsibilities on the consolidated financial
statements is set out in the Independent Auditor’s Report on page 83 of this report.

Risk Management and Internal Controls

The Board acknowledges that it has overall responsibility for the design and implementation of internal controls and risk
management which covers financial reporting, operations, compliance and risk management of the Company, as well as
continuous monitoring the effectiveness of such internal controls and risk management. The Board has delegated such
responsibility to the management of the Company. The management, under the supervision of the Board, has established
an on-going process for identifying, evaluating and managing significant risks faced by the Group.

During the Year, the Audit Committee and the Risk Management Committee reviewed the internal controls and risk
management that are significant to the Group on an on-going basis. The Audit Committee and the Risk Management
Committee also consider the adequacy of resources, qualifications and experience of staff of the Group’s accounting and
financial reporting function, as well as their training programmes and budgets.

The Company has established a independent internal audit department. The Group has also engaged an independent
professional firm to conduct a review of the effectiveness of the Group's internal control and risk management systems.
The independent professional firm engaged has performed a review of the effectiveness of the internal control and risk
management systems covering the year ended 31 December 2021. The review covered all key controls and based on
inquiry, observation and analytical review procedures supplemented by testing of transactions, reports and reconciliation.
The internal audit department has reviewed the review result submitted by the independent professional firm and
recommended the same be submitted to the Audit Committee and Risk Management Committee. The overall opinion on
the internal control and risk management systems of the Group are satisfactory.

For the Year and up to the date of this report, the Board has considered and is satisfied that the internal control system
in place, which covers all material controls including financial, operational and compliance controls and risk management
functions, is reasonably effective and adequate.

Procedures and Internal Controls for the Handling and Dissemination of Inside Information
Certain measures have been taken from time to time to ensure that proper safeguards exist to prevent a breach of a

disclosure requirement in relation to the Group, which include the following:

e The access of information is restricted to a limited number of employees on a need-to-know basis. Employees who
are in possession of inside information are fully conversant with their obligations to preserve confidentiality.

e All employees are required to strictly adhere to the employment terms regarding the management of confidential
information.

43



44

Dalipal Holdings Limited
Annual Report 2021

CORPORATE GOVERNANCE REPORT

In addition, all employees are required to strictly adhere to the rules and regulations regarding the management of inside
information, including that all employees who, because of his/her office or employment, are likely to be in possession of
inside information in relation to the Company, are required to comply with the Model Code.

The Group complies with the requirements of the SFO and the Listing Rules. The Group discloses inside information to
the public as soon as reasonably practicable unless the information falls within any of the safe harbours as provided in
the SFO. Before the information is fully disclosed to the public, the Group ensures that the information is kept strictly
confidential. If the Group believes that the necessary degree of confidentiality cannot be maintained or that confidentiality
may have been breached, the Group would immediately disclose the information to the public. The Group is committed
to ensure that information contained in the announcements or circulars of the Company is not false or misleading as to
a material fact, or false or misleading through the omission of a material fact in view of presenting information in a clear
and balanced way, which requires equal disclosure of both positive and negative facts.

INTERNAL AUDIT FUNCTION

The Company has established an internal audit department. The internal audit department is highly independent and
is responsible for evaluating the effectiveness of the Company’s risk management and internal control systems, and
supervising the management to continuously improve the areas of risk management and internal control. The internal
audit department examines key issues related to accounting practices and all major internal control issues, and provides
investigation results and recommendations for improvement directly to the audit committee.

SHAREHOLDERS' RIGHTS

The general meetings of the Company provide an opportunity for communication between the shareholders and the
Board. An annual general meeting of the Company shall be held in each year and at the place as may be determined by
the Board. Each general meeting, other than an annual general meeting, shall be called an EGM.

Shareholders to convene an EGM

The Eligible Shareholder(s) shall at all times have the right, by written requisition to the Board or the Company Secretary,
to require an EGM to be called by the Board for the transaction of any business specified in such requisition.

Eligible Shareholder(s) must deposit the Requisition signed by the Eligible Shareholder(s) concerned to the principal
place of business of the Company in Hong Kong, which for the time being is at Room 1002, Beautiful Group Tower, 77
Connaught Road Central, Hong Kong, for the attention of the Company Secretary, and state that the Board of Directors is
required to convene a special general meeting to deal with any matters specified in the request. The relevant conference
shall be held within two months after the submission of the relevant request.

The Requisition must state clearly the name of the Eligible Shareholder(s) concerned, his/her/their shareholding in the
Company, the reason(s) to convene an EGM, the agenda proposed to be included and the details of the business(es)
proposed to be transacted at the EGM. The Requisition must be signed by the Eligible Shareholder(s) concerned.

The Company will check the Requisition and the identity and the shareholding of the Eligible Shareholder(s) will be
verified with the Company’s share registrar in Hong Kong, Tricor Investor Services Limited. If the Requisition is found to be
proper and in order, the Company Secretary will ask the Board to convene an EGM within two (2) months and/or include
the proposal or the resolution proposed by the Eligible Shareholder(s) at the EGM after the deposit of the Requisition.
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Putting enquiries by Shareholders to the Board

Shareholders shall mail a written inquiry to the Company’s principal place of business in Hong Kong (Address: Room
1002, Beautiful Group Tower, 77 Connaught Road Central, Hong Kong), or email to ir@dalipal.com, stating that the
recipient is the Company Secretary.

Procedures for shareholders to propose a person for election as a Director

If a Shareholder wishes to propose a person other than a Director of the Company for election as a Director, the
shareholder must deposit a written notice (the “Notice”) to the Company’s share registrar in Hong Kong, Tricor Investor
Services Limited, at Level 54, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong, for the attention of the
Company Secretary of the Company.

The Notice must state clearly the name, the contact information of the Shareholder and his/her/their shareholding, the
full name of the person proposed for election as a Director, including the person’s biographical details as required by
Rule 13.51(2) of the Listing Rules, and signed by the Shareholder concerned (other than the person to be proposed).
The Notice must also be accompanied by a letter of consent signed by the person proposed to be elected on his/her
willingness to be elected as a Director.

The period for lodgement of the Notice and the letter of consent will commence no earlier than the day after the
despatch of the notice by the Company of the general meeting appointed for election of Directors and end no later than
seven days prior to the date of such general meeting and the minimum length of the period during which the Notice to
the Company may be given will be at least seven days.

The Notice will be verified with the Company’s share registrar in Hong Kong and upon their confirmation that the request
is proper and in order, the Company Secretary will ask the Nomination Committee of the Company and the Board
to consider to include the resolution in the agenda for the general meeting proposing such person to be elected as a
Director.

Procedures for shareholders to put forward proposals at general meetings

A Shareholder should lodge a written Proposal with his/her/its detailed contact information at the principal place of
business of the Company in Hong Kong, with a copy of the Proposal served to the Company’s share registrar in Hong
Kong at their respective address and contact details set out on page 3 of this annual report.

The request will be verified with the Company’s share registrar in Hong Kong and upon their confirmation that the
request is proper and in order, the Board will be asked to include the Proposal in the agenda for the general meeting.

The notice period to be given to all the shareholders for consideration of the Proposal raised by the Shareholder
concerned at the general meeting varies according to the nature of the Proposal as follows:

(1) Notice of not less than twenty-one clear days and not less than twenty clear Business Days in writing if the Proposal
requires approval in an annual general meeting of the Company; and

(2) Notice of not less than fourteen clear days and not less than ten clear Business Days in writing if the Proposal requires
approval in an extraordinary general meeting of the Company.
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VOTING BY POLL

Pursuant to Rule 13.39(4) of the Listing Rules, any vote of shareholders at a general meeting must be taken by poll except
where the chairman, in good faith, decides to allow a resolution which relates purely to a procedural or administrative
matter to be voted on by a show of hands. As such, all the resolutions set out in the notice of the forthcoming annual
general meeting of the Company will be voted by poll.

CONSTITUTIONAL DOCUMENTS

The Company’s constitutional documents was changed and republished at 19 June 2019.

INVESTOR RELATIONS

The Company is committed to maintain an on-going dialogue with shareholders and in particular, through annual general
meetings and other general meetings, as effective communication with shareholders is essential for enhancing investor
relations and allowing investors to understand the Group’s business performance and strategies. The Board endeavour to
make themselves available at the annual general meeting to meet shareholders and answer their enquiries.

The AGM of the Company will be held on 27 June 2022, with notice of the AGM sent to the shareholders not less than
21 clear days and not less than 20 clear Business Days before the date of AGM.

The Company maintains a website at www.dalipal.com where up-to-date information and updates on the Company’s
business operations and developments, financial information, corporate governance practices and other information are
made available for public access.

During the Year, the Company has changed and republished its Articles of Association at 19 June 2019. An up-to-date
version of the Company’s Articles of Association is available on the Company’s website and the Stock Exchange’s website.
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ABOUT THE GROUP

Dalipal Holdings Limited (hereinafter referred to as “the Company” or “we"”) and its subsidiaries (together, the “Group”)
are mainly engaged in the research and development and manufacture of Qil Country Tubular Goods (“OCTG") of
Dalipal Pipe began in 1998 and is headquartered in Cangzhou, Hebei Province, China. The Group continues to focus on
innovation, promote cleaner production, green manufacturing, intelligent services. We are committed to creating greater
value and building sustainable development capabilities for the petroleum and energy industry and customers around the
world.

The Company is committed to research and development, manufacturing, and providing integrated professional services,
focusing on growth as the intelligent manufacturing enterprise for OCTG. The Company is listed on the Main Board
of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on November 8, 2019, to meet future business
development needs.

In response to the national “Carbon Peaking and Neutrality Goals”, the Group actively promotes the low-carbon
transition through the formulation of a scientific action plan, striving to achieve carbon peaking by 2030 and carbon
neutrality by 2050. For details of the Carbon Reduction Initiative Implementation Plan, please refer to the “A4 Climate
Change” section of this Report.

ABOUT THIS REPORT

The Group is pleased to present its third Environmental, Social and Governance (“ESG”) Report (the “Report”) to provide
an overview of the Group’s management of significant issues affecting the operation, including environmental, social and
governance (“ESG") issues.

REPORTING PERIOD

This Report describes the Group’s initiative and performance regarding the environmental and social aspects during the
period from 1 January 2021 to 31 December 2021 (the “Reporting Period”).

REPORTING SCOPE

This Report covers all subsidiaries of the Group in Hong Kong and Hebei Province of the People’s Republic of China (the
“PRC"), whose core business is principally engaged in the development, manufacture, and sale of OCTG and special
seamless steel pipes and pipe billets. The Group will continue to assess the impacts of its business on key environmental,
social and governance aspects, which are included in this Report. For details of corporate governance, please refer to the
Corporate Governance Report in the Group’s Annual Report 2021.

REPORTING BASIS

This Report is prepared in accordance with the disclosure obligations under the “Environmental, Social and Governance
Reporting Guide” (“"ESG Guide”) as set out in Appendix 27 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”) and the “comply or explain” provisions contained therein.
The disclosure obligation requirements of the provisions have been prepared to provide stakeholders with a better
understanding of the Group’s progress and development direction in respect of operation and sustainable development.
Specific key performance indicators (“KPIs”) that the Group considers to be material were disclosed during the Reporting
Period. The Group will continue to optimize and improve the disclosure of KPIs. The final chapter of this Report is
accompanied by a complete index to facilitate readers’ understanding of the Report in accordance with the ESG Reporting
Guide.
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REPORTING PRINCIPLES

In preparing the Report, the Group follows the following four reporting principles:

Principle Definition Measures
Materiality The issues covered in the Report should Through various communication channels to
reflect the Group's significant impact on the  understand stakeholders’ expectations for the
economy, environment, and society or the Company's sustainable development and to
scope that affect the stakeholders’ decision-  identify key ESG issues to the Group.
making and evaluation.
Quantitative The Report should measurably disclose key The data in this Report are disclosed
performance indicators. and calculated in accordance with the
requirements of Appendix 27 of the Listing
Rules “Environmental, Social and Governance
Reporting Guide"”, Appendix 2: Reporting
Guidance on Environmental KPIs, and Appendix
3: Reporting Guidance on Social KPlIs to disclose
the Group’s environmental and social key
performance indicators in a quantifiable manner
wherever possible.
Balance The Report should reflect the sustainability The Group impartially presents environmental,

Consistency

performance of the Group as a whole in an
impartial manner.

The Group should confirm that the
methodology for preparing the
environmental, social and governance
report is consistent with those used

social, and governance issues that significantly
impact on the Group’s business, including the
achievements, impacts, challenges, etc., and
formulates a response plan.

The scope of the Report is consistent with the
Report presented in the previous year, and the
use of consistent statistical methods allows for
meaningful future comparisons of environmental,

in previous years, or state the revised
reporting methodology or indicate other
relevant factors that may affect meaningful
comparisons.

social and governance data. If the methodology
used and the scope of the report are changed,
we will explain it in the notes for stakeholders’
reference.

This Report has been prepared in both English and Chinese and has been uploaded to the Stock Exchange and the
Company’s website (http://www.dalipal.com). In the event of any conflict or inconsistency between the English and
Chinese versions, the Chinese version shall prevail.

SUSTAINABILITY GOVERNANCE

The Group comprehends the importance of ESG Report, and we are committed to continuously enhancing corporate
social responsibility in our business. The Group is looking forward to incorporating the sustainable development approach
into the Group's business development to better respond to the needs of a rapidly changing society.

The Board of Directors and the Risk Management Committee of the Group are fully responsible for and oversee the
Group's Environmental, Social, and Governance strategies and reporting. The Board and the Risk Management Committee
are responsible for leading the identification, assessment and determination of Environmental, Social, and Governance-
related risks of the Group. Meeting from time to time to discuss ESG-related matters, and ensuring that appropriate and
effective Environmental, Social, and Governance risk management, internal control and improvement systems are in place
to develop effective risk response plans and implement sustainability initiatives. In addition, the Group has appointed
Riskory Consultancy Limited as the professional consultant to provide us with ESG and sustainability consulting services to
help promote sustainable development.
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STAKEHOLDER ENGAGEMENT

Stakeholder involvement enables the Group to understand the risks and opportunities of our development. Ongoing
communication with stakeholders is important in developing a sustainability strategy. We have identified key stakeholders
who are critical to the Group’s business and have gathered their views through various communication channels to
understand their expectations towards the Company’s sustainability, so as to formulate measures to respond to the
stakeholders.

Stakeholders Expectation Engagement channels Main measures of response
Government —  Legal compliance —  On-site inspections and —  Operated, managed and
i, —  Proper tax payment check paid taxes according to
l!.ﬂ.! —  Promote regional economic -  Research and discussion laws and regulations,
development and through working meetings, strengthened safety
employment preparation and submission management; accepted the
for approval government’s supervision,

—  Disclose information such inspection and evaluation (if
as annual reports, interim any), and actively undertook
reports and announcements social responsibilities.
on the website of the Stock
Exchange

—  Company website
—  Compliance control

Shareholders —  Return on investment — Annual general meeting and —  Issued notices of general
and Investors —  Information disclosure and other shareholder meetings meeting and proposed
== transparency —  Disclose information such resolutions according to
= —  Protection of interests as annual reports, interim regulations, disclosed
and fair treatment of reports and announcements company’s information by
shareholders on the website of the Stock publishing announcements/
— Business risk management -  Exchange Meeting with circulars and periodic
investors and analysts reports in the year.
—  Company website —  Carried out different forms

of investor activities with an
aim to improve investors'
recognition. Disclosed
company contact details on
website and in reports and
ensured all communication
channels available and

effective.
Employees —  Safeguard rights and — Regular meetings —  Provided a healthy and
:.a interests of employees — Training, seminars and safe working environment;
= —  Work environment briefing sessions developed a fair mechanism
—  Career development — Intranet & emails for promotion; cared for
opportunities —  Annual performance employees by helping
—  Occupational health and appraisal those in need, organized
safety employee activities.

—  Self-actualization
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Stakeholders

Expectation

Engagement channels

Main measures of response

Clients

L

Suppliers/
Partners

e

Safe and high-quality
products and services
Stable relationships
Transparency of information
Integrity

Business ethics

Long-term relationship
Honest cooperation

Fair and open

Sharing sources for
customised raw material
Risk reduction

Website, brochures,
disclose information such
as annual reports, interim
reports and announcements
on the website of the Stock
Exchange

Email and customer service
hotline

Feedback and reporting
Regular meetings
International certifications

Business meetings, supplier
meetings, telephone calls
and interviews

Regular meetings

Review and assessment
Tendering process

Emails, circulars and manual
Company website

Open procurement platform

Strengthened quality
management to ensure
stable service standards,
entered into long-term
strategic cooperation
agreements and obtained
international certifications
from professional
institutions.

Applied sales management
system to optimize sales
process, enhanced daily
communication and
maintained long-term
cooperation with quality
customers.

Invited tenders publicly

to select the best

supplier and contractors,
performed contracts
obligation according to the
agreements.

Used open procurement
platform to advance
procurement processes,
enhanced day-to-day
communication, and built
long-term relationships with
quality suppliers/business
partners.
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Stakeholders

Expectation

Engagement channels

Main measures of response

Peer
Companies/
Industry
Associations
and Societies

e®e

=

Market
Regulators

Q,

The Public
and

Communities
@

/A

Experience sharing
Cooperation
Fair competition

Compliance with laws and
regulations
Disclosure of Information

Community engagement
Social responsibility
Employment promotion
Transparency in consultation

— Industry conferences
—  Field visits

— Standards publicity
— Trainings

— Seminars

—  Disclosure of Information
— Report
Consultation

— Volunteer service
—  Charity and social
investment

Press conference
—  Company website

Adhered to fair
competition, cooperated
with peers, achieved
win-win results, shared
experience, participated in
various industry seminars
to promote sustainable
development of the
industry.

Complied with regulatory
requirements in a strict
manner, disclosed and
reported real information
in a timely and accurate
manner according to law.

Gave priority to local people
seeking jobs from the
Company so as to promote
community building and
development; maintain
smooth communication
channels between the
Group and the community.
Issued promote and
accurate information.

STAKEHOLDER FEEDBACK

We take the valuable comments from our stakeholders very seriously. If you have any questions or comment about this
Report or the performance of the Group’s environmental and social policies, please email ir@dalipal.com to share your
comments and suggestions with us.

51



52

Dalipal Holdings Limited
Annual Report 2021

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

MATERIALITY ASSESSMENT

In order to more effectively identify and assess potential ESG issues that have a significant impact on the Group and its
stakeholders, after collecting and analyzing data from each stakeholder on the importance of 22 relevant issues, 12 issues
that are of most concern to the stakeholders and to the Group have been formed in a matrix as follows:

@

<

=)

T @ Air and greenhouse gas emissions management, waste
management, environmental impacts of business
activities and combating climate-related risks (such
as typhoons, floods etc.)

CUR T o) BrelEete Quiality and safety of products and services,
privacy p o complaints handling and intellectual property rights
@ Equal opportunities and diversity, .

— e . ’ protection
()] anti-discrimination, anti-corruption, . 0 el f
= anti-fraud and whistle-blowing mechanism ® Occupatlopa e_'at Il .
[<) @ Supply chain environment and social risk management,
.q:) green procurement (such as using eco-friendly
é‘é raw materials etc.) and crisis and emergency

2 management

o @ Charitable donations

-

(]

(v}

<

m .

;_.“:’ @ Effective resources management (such as water,
' Advertising and promotion paper etc.)l
2 @ Participation or organization of volunteer ® Supply chain TG T

v activities @ Employment relationship, employee welfare and
benefits, training and development and prevention
of child labour and forced labour

Lower Significance to the Group Higher

@ Environmental Product and @ Human Rights and @ Operating Practices @ Community
Protection and Green Service Responsibility Employees Contributions

Operations
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AWARDS AND HONORS IN 2021

Awarded “Excellent Brand in Hebei Province” by the Hebei Province Trademark Association (“HEBTA");

Awarded the honorary title of “2020 Hebei Province Credit Construction Enterprise” and “Trustworthy Enterprises
in Hebei Province” respectively by the Hebei Credit Association and Hebei Enterprise Credit Research Institute. The
Company is also designated as a member by Hebei Credit Association;

Ranked 34th place in the “2021 Hebei Province Science and Technology Innovation Patent Top 100 Private Enterprise
List” issued by the Hebei Provincial Federation of Industry and Commerce;

Awarded by Hebei High-Tech Enterprises Association (“HeBHTEA"), ranked 51st place in “2021 Top 100 Innovative
Enterprises in Strategic Emerging Industries in Hebei Province”;

Awarded the honorary title of “Hebei Provincial Intellectual Property Preponderant Enterprise” after reviewing the
Company’s intellectual property management conducted by Hebei Administration for Market Regulation;

Awarded “2020-2021 Annual Proficiency Testing Quality Award” after a comprehensive review by the China NIL
Research Center For Proficiency Testing Co., Ltd.;

Awarded “2021 Hebei Provincial Occupational Health Enterprise” and “2021 Cangzhou Municipal Occupational
Health Enterprise” respectively by Health Commission of Hebei Province and Cangzhou; and

As recognized by the Emergency Management Bureau of Cangzhou Municipality, the Group was awarded the “2021
Cangzhou Municipal Exemplary Enterprise in Safety Culture”.

. ENVIRONMENTAL ASPECTS

As we become increasingly connected to the environment, the Group understands the importance of pursuing a
clean environment and our responsibility as corporate citizens. To reflect the Group’s commitment to sustainable
development and compliance with environmental laws and regulations, we strive to innovate, reduce our impact on
the natural environment and actively respond to climate change.

The Environmental Protection Concept of Corporate Culture

Our corporate culture has a clear “Environmental Mindset”, the main contents are as follows: (1) Contributing
environmental protection by starting with small habits; (2) Adhering to making manufacturing processes eco-
friendly, reducing emissions, and achieving waste recycling during industrial processes; (3) Institutionalization on daily
management, and normalization on system operation; (4) Environmental protection is not only related to the survival
of enterprises, but also regard as the competitiveness of enterprises.

Environmental Emergency Management

During the Reporting Period, through internal high-frequency, high-quality inspection and timely rectification, as well
as through trainings, emergency drill etc., we have continuously improved the emergency management mechanism,
enhanced the emergency handling capability of environmental incidents, effectively prevented the occurrence of
environmental emergencies, and reduced environmental risks.
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A1. Emissions

The Group strictly complies with the Environmental Protection Law of the People’s Republic of China ({#ZE AR
HFFIRIBIRFEL) ), Air Pollution Control Ordinance ({Z= &5 4% #l&51) ), Waste Disposal Ordinance ({EE¥)
BRE &), the Law of the People’s Republic of China on Environmental Noise Pollution Prevention ({fF# AR
HAMBIERIRRE S AEA7E) ), the Law of the People’s Republic of China on Appraising of Environment Impacts
((PEE AR FEFBIRIBFEFHENE) ), Regulations on the Administration of Construction Project Environmental
Protection (%18 B IREREESIEIEM) ), the Law of the People’s Republic of China on the Prevention and
Control of Environmental Pollution by Solid Wastes ( (/%= A R LB B 82 R 055 43z 5 6787%) ), Cleaner
Production Promotion Law ((FREEREE) ), Decision of the State Council on Several Issues Concerning
Environmental Protection ({BIFSFt BN IRIE(RER THEERAE) ) and other applicable environmental laws
and regulations. During the Reporting Period, the Group has audited and obtained the ISO14001 environmental
management system certification, so as to comply with the national maximum limit allowed for sulfur oxides
emission concentration limits and total emissions, which limited the amount of air gases and greenhouse gas
emissions generated in the course of the Group’s business. The Group did not have any severe violations or
compliance with applicable environmental laws and regulations during the Reporting Period.

Air Emissions

The Group's emissions mainly come from particulate matter, sulfur oxides and nitrogen oxides generated by
industrial furnaces and equipment in the production process. During the Reporting Period, the Group’s various
emission standards for particulate matter, sulfur dioxide and nitrogen oxides in various industrial furnaces had
reached the ultra-low emission standards of Hebei Province and the permitted discharge level by the Bureau of
Ecology and Environment of Cangzhou City, and the air emissions were as follows:

Bureau of Ecology and Emissions of the

Environment of Cangzhou Group during the

Types of air emissions Unit City Permitted Discharge Reporting Period
Sulfur oxides tons 15.3 0.1
Nitrogen oxides tons 48.1 21.5
Particulate matter tons 56.7 44.2

In order to reduce air emissions in the course of our operations, we have adopted the following technical
enhancements:

e Adopt low nitrogen combustion technology on the combustion system;
e Equip advanced adsorption and catalytic combustion technology on the exhausted gas treatment facilities;

e Increase the thickness of the heating furnaces and added flue gas treatment devices to reduce nitrogen
oxides emissions;

e Add online monitoring equipment at the main tapping hood of flue gas to achieve continuous pollutant
emission monitoring;

e Equip flue gas collection devices in the electric furnace slag tapping hood process to reduce soot and
particulate matter emissions;

e Set up wheel washer devices and dust online monitoring devices in the factory and the raw materials import-
export area to reduce dust pollution to the atmosphere;

e Equip new pollutant purification and denitrification devices for exhaust gas; and

e Optimize industrial processes to reduce the frequency of in-plant transportation.
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Greenhouse Gas Emissions

Increased concentrations of greenhouse gases in the atmosphere have strengthened greenhouse effects and
gave rise to global average temperatures. Human activities have led to climate change and exacerbated the
severity of extreme weather, while global warming has also caused significant negative impacts on human health
and the environment. The Group is committed to taking sustainable long-term actions to reduce the Group’s
greenhouse gas emissions and the carbon footprint of its operations.

This Report focuses on scope 1 and scope 2 greenhouse gas emissions. Scope 1 is direct greenhouse gas
emissions from the stationary and mobile fuels combustion owned by the Group. Scope 2 is indirect greenhouse
gas emissions from purchased electricity consumed by the Group. Due to the increase in production, the Group’s
greenhouse gases emission increased compared to last year. However, the unit consumption of electricity,
gasoline, and diesel was reduced due to the relevant control measures.

During the Reporting Period, greenhouse gas emissions were as follows:

Types of greenhouse gas emissions Unit In 2021
Scope 1 - Direct emissions tons of CO, equivalent 89,136.47
Scope 2 - Indirect emissions tons of CO, equivalent 307,799.50
Total tons of CO, equivalent 396,935.97
Intensity tons of CO, equivalent/

revenue in million RMB 105.50

As the most significant portion of the Group’s carbon footprint comes from purchased electricity, business
travel, and vehicles, we have acquired energy-saving equipment to reduce electricity consumption, continued to
upgrade internal energy-saving devices, reduce unnecessary travel, consolidate office and accommodation space,
etc. We have implemented various measures to reduce the Group'’s carbon emissions:

e Replace in-plant vehicles with low-emission standards for vehicles with relatively outdated emission
standards;

e Upgrade the carrier vehicles in the plant area, use vehicles above The National VI and new energy electric
vehicles to reduce carbon dioxide emissions;

e Reuse surplus heat from the production process for production line heating and winter heating to reduce
boiler use and carbon dioxide emissions;

e Encourage employees to conduct telephone or videoconferencing instead of face-to-face meetings and
advocate shortened meetings;

e Encourages staff to walk as much as possible instead of using transportation for activities with a closer
destination;

e Encourage employees to use public transport as much as possible when attending meetings or events, and
to use the Group's vehicles or private cars when necessary; and

e Provide commuting buses for employees and rent a shuttle bus to reduce private car traffic, as well as
strengthen the greening of the factory area.
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Waste Management

With the increasing severity of resource and energy shortages, countries worldwide are paying more attention
to waste management and recycling. The Group also recognizes the importance of waste reduction for the
Company’s sustainable development. Waste management is imperative for employee health, the environment,
and in most cases. The Group has established and implemented a number of waste reduction and recycling
strategies, revised the environmental protection management system such as pollution production and discharge
control, and formulated specific rules and regulations through the operating procedures of the pollution
production process, the operation and control of environmental protection treatment equipment, the monitoring
of pollutant discharge from waste gas and wastewater, the collection and transfer of solid waste, the monitoring
of noise and air pollution, and the environmental protection management responsibility system, forming a
systematic environmental protection management system.

There are two main types of waste in the Group’s daily operations: (i.) Hazardous waste from the production
process (i.e. hazardous or potentially harmful to human health or the environment), mainly involving dust
removal ash, waste mineral oil, sludge, waste paint, paint residue, etc.; and (ii.) Non-hazardous waste from
production activities such as electric furnace slag, refining slag, iron oxide sheet and waste refractory materials.

During the Reporting Period, in addition to the increase in production, the efficiency of the devices for collecting
both electric furnace slag and waste dust increased, and therefore the amount of waste increased accordingly.
The amount of waste generated by the Group was as follows:

Types of waste Unit In 2021 In 2020
Hazardous waste tons 9,785.60 5,072.65
Intensity tons/revenue in million RMB 2.60 2.25
Non-hazardous waste tons 63,795.10 37,906.31
Intensity tons/revenue in million RMB 16.96 16.78

The Group strictly complies with the Environmental Protection Law of the People’s Republic of China ({FZEAR
HAMBIERIFEREL) ), the Law of the People’s Republic of China on the Prevention and Control of Environmental
Pollution by Solid Wastes ({FZE A R FEFNE [EREEYDS R IRIEN JA/E) ) and other relevant environmental laws
and regulations. We appoint a professional waste handling company, which has the qualifications of collecting,
storing, treating, and disposing of waste, to handle our hazardous waste.
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We are committed to reducing waste generation, formulating an annual management plan, targeting
responsibilities and corresponding person-in-charge, strengthening supervision, and advocating the following
emission reduction measures:

Waste Pollutants
Technical Optimization Aspect Management Aspect Treatment Aspect

e Complete the modification project of the Adopt water-based paintat e  The sewage treatment

ultra-low-emission dust removal system for spraying process, reduce the process adopts
bench of pipe billets, and added a new filter numbers of waste paint and filtration, adsorption
exterior from the dust collector for the slag thinner buckets; and ultrafiltration;
tapping hood of the electric furnace; e Use dedicated packaging e The sewage is treated
e Continue the modification project of the bag and warehouse to store by reverse osmosis
ultra-low nitrogen emission for natural gas waste, technique and then
boilers; e Record and manage recycled as reclaimed
e Use clean energy natural gas as raw material hazardous waste water;
for the new heating furnace and adopt low strictly according to the e Strengthen the dust
nitrogen combustion technology on the management requirements; control in the factory,
combustion system; e |mprove the technology and stipulate the frequency
e Complete the installation of the gas use premium material to for spraying and
collection covers and dust removal devices reduce furnace cinder when dampening the road,
within the production line that generates producing conventional and install wheel
particulate matter. Two sets of volatile 0CTG; washing facilities at
organic compounds (“VOCs") collection e Control the type of scrap the site entrances and
devices are implemented additionally; metals to reduce the scale exits.
e Equip advanced adsorption and catalytic of light and thin materials
combustion technology on the exhausted entering the furnace to
gas treatment facilities; lower the dust and gas
e Upgrade the pollutant monitoring and emission; and
control system (the control system was ®  Recycle the metal material.

changed to an advanced DCS system)
to ensure that the monitoring and
measurement of pollutants are more
accurate; and

e Conduct weekly joint inspection of
equipment, reduce equipment failure
time, implement regular maintenance
and preventive maintenance, implement
equipment transformation and upgrading
to continuously strengthen equipment
maintenance management, and prevent
running and dripping.

Pollutant monitoring and control system Billet line dust removal system

57



53

Dalipal Holdings Limited
Annual Report 2021

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

A2. Use of Resources

The Group attaches great importance to the efficient use of resources by allocating energy measuring
instruments, statistical statements of water, electricity, and other energy, to facilitate the use of resources
and allocate resource more effectively. The primary resources used by the Group are electricity, water, and
paper. However, due to the nature of the Group’s business, the packaging used in the finished products is
not applicable. We are committed to improving natural resource use efficiency. We formulated the “Energy
Management and Control Procedures, (BJREIEIEHITEF) )" which has clear guideline on energy testing
implementation, evaluation of energy conversion, transmission and distribution and utilization system
configuration and operation, and recycling of surplus energy resources.

During the Reporting Period, the Group made every effort to promote carbon emission verification and cleaner
production audit, mobilized full participation, solicited 410 no/low fee schemes, and screened and determined
4 medium/high fee schemes. There is a series of transformation and upgrading projects such as “Closure of slag
yard for retrofitting”, “Plant dust control”, “Reclaimed water reuse system”, “Smoke and dust denitrification
in heating furnace”, “Steel material consumption control” and so on, were implemented to promote clean
energy substitution during the Reporting Period. These projects improve the level of recycling of scrap steel
resources, and implement the all-scrap electric furnace process, effectively realizing the purpose of energy saving,
consumption reduction, emission reduction and efficiency increase. At the same time, the Group audited and
obtained the ISO50001 energy management system certification in 2021.

In addition, the Group mainly uses natural gas as its main gas fuel and vehicle fuel. During the reporting
period, the Group’s electricity and gas use increased due to the increase in production, and the detailed energy
consumption was as follows:

Types of energy Unit In 2021 In 2020
Purchased electricity GWh 529.78 388.50
Natural Gas GWh 442.78 302.78
Gasoline GWh 0.95 0.75
Diesel fuel GWh 1.31 1.12
Total GWh 974.82 693.15

Intensity GWh/revenue in million RMB 0.26 0.31
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Electricity Consumption

Recognizing the importance of conserving electricity and energy, the Group is committed to reducing electricity
consumption which will reduce the greenhouse gas emissions indirectly. During the Reporting Period, the Group
has encouraged the adoption of electricity conservation measures, including:

e A total of 6 energy-saving renovation projects have been accomplished in air compressors, pumps and other
facilities;

e The subsidiary has implemented the operation mode of natural gas and “LNG”;

e Turn off the power when not in use, and arrange irregular inspection on the execution of switching off all
the power source in the office;

e  Optimize natural daylight at the offices and meeting rooms, left lighting installations switched on for long
hours during daytime is prohibited;

e Minimize the general lightings at night;
e Appliances are set to energy saving mode if possible; and
e Formulate an applicable energy usage plan for computers and set the appropriate display brightness.

Water Usage

Water is essential to the Group’s business, and we have managed the water resources accordingly. The Group
has not encountered any problems in procuring water resources. Currently, the Group is working on reducing
the amount of water used in production processes within the system. In addition, we affixed “water conservation
tips” posters in office living areas, restrooms, and pantries to remind employees of proper water usage behavior.
At the same time, we implemented an expansion project on the sewage treatment station, which effectively
improved its treatment capacity. Among the business operation, raw water consumption has decreased
significantly in pipe-making and casting processes. During the Reporting Period, the Group’s water consumption
was as follows:

Unit In 2021 In 2020
Total water consumption Cubic meter 735,465.30 816,321.00
Intensity Cubic meter/revenue in 195.47 361.30

million RMB
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A3.

Paper
Since reducing the use of paper can indirectly reduce overall greenhouse gas emissions, we have been taking the
following steps to reduce paper consumption:

e Encourage the sending and receiving of files through electronic channels and the implementation of
electronic document management that significantly reduce the consumption of paper and ink;

e Through the integration of integrated management systems, optimize system processes and records, abolish
the printing of paper documents, and significantly reduce on-site records and paper use;

e Use a variety of office software for online office work, reducing paper usage and delivery;
e Reduce paper usage by printing or copying on both sides when appropriate;

e Printing paper is used strictly according to budget plan, and over-budget on printing requires strict approval
to reduce paper usage; and

e Encourage employees to customize the appropriate font size/shrink text to fit whenever possible to reduce
the number of pages.

The Group will continue to record the use of resources in order to review the effectiveness of conservation
measures in the future and to set more improvement measures and targets.

The Environment and Natural Resources

The Group understands that the protection of the environment is an essential responsibility of global enterprises,
so the Group complies with all applicable environmental laws and regulations and strives to reduce resource
and energy consumption. We have formulated the Energy Control Procedures ({BERIZHIFE) ), Equipment
Management Control Procedures ({GRIEEIEIEFITEF) ), Spare Parts Management Measures ({fEmEHE
BH#%)), Pollution Discharge Permit Management Regulations ({BESEFRIEIEMRE) ), and Greenhouse Gas
Management Regulations (CEEREEE T ) ) and obtained the Radiation Safety Permit ({8 85T Z 2 FFA] &)
issued by the Ministry of Ecology and Environment of the People’s Republic of China.

We have also developed an environmental monitoring plan and introduced a dynamic pollutant control system
to monitor and manage pollutants in real-time, monitor the environmental protection information of transport
vehicles, and monitor dust levels in real-time. We also appoint a professional team to conduct regular monitoring
of the environmental impact factors such as sewage, exhaust gas, and noise level by the Company, and conduct
regular assessments of the Company’s natural resources such as soil and air environment, review and assess
environmental risks in the business process, review relevant environmental guidelines in operating practices, and
adopt and implement necessary preventive or improvement measures in a timely manner. Relevant measures
include implementing ultra-low emission standards in Hebei Province, providing professional training to
strengthen the knowledge about the environment and safety for employees, communication with suppliers and
partners, setting up occupational hazards’ notification cards and risk distribution maps in the workplace.
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A4. Climate Change

The risks posed on the Group by the intensification of climate change and the increasing frequency of extreme
weather cannot be ignored, such as typhoons and floods caused by heavy rains could cause serious impacts on
our employees and operations. We understand that protecting the environment and minimizing the adverse
effects of our business operations on the environment is the ongoing responsibility of good corporate citizens.

At the 75th session of the United Nations General Assembly, China officially announced that it “strives to achieve
carbon peaking by 2030 and strives to achieve carbon neutrality by 2060”. In response to the call of the State,
the Group formulated an implementation plan for carbon reduction actions and actively practiced and promoted
low-carbon development.

During the Reporting Period, the Group comprehensively identified national and local environmental protection
laws and regulations, as well as standard requirements, revised and improved the relevant environmental
and energy systems, and completed the training and implementation of responsibilities for all employees,
supplemented by normalized operation inspection and evaluation during the operation period to ensure the
effective implementation of the relevant systems.

In the Company's Five-Year Plan for 2023-2027, the Group has stated its commitment to achieve carbon peaking
in 2030 and carbon neutrality by 2050, and plans to launch the preparation and advancement work for the
Carbon Reduction Action Implementation Plan in 2022, including:

e  Establish a sound carbon emission management system and strengthen carbon assets management;

e Keep pace with the trend of R&D, application of cutting-edge low-carbon technologies, and carbon capture
technologies, and carry out life cycle assessment and carbon label certification;

e  Proactively promote carbon emission verification and cleaner production audits, and promote clean energy
substitution;

e Improve the level of scrap steel resources recycling, and implement the all-scrap electric furnace process;

e Introduce advanced technology in a timely manner, delve into the potential of energy conservation to reduce
carbon emission and the function of energy conversion, and to promote surplus heat utilization; and

e Focus on the introduction of electric furnace surplus heat power generation, photovoltaic power generation,
continuous-charging scrap preheating technology, amoeba residual steel monitoring technology, energy-
saving hydraulic servo technology, etc.
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Circular Economy

We are also committed to establishing a green and low-carbon circular development production and operation
system, such as the “Scrap Metal Recycling via Electric Arc Furnace” circulation system. An electric arc furnace
(EAF) is a heating furnace that heats a material by an electric arc discharge. The production process is mainly
to add scrap metal raw materials to the EAF for smelting, which can improve the efficiency of energy use, and
can recycle the waste metal from the arc furnace, and re-enter the production line as raw materials, forming a
circular economy and further promoting resource recycling, making the production process more environmentally
friendly than the general linear production model, thereby reducing the carbon emissions in the production
process.

1. Initial Alloying

Scrap metal raw materials are
added to EAF for
smelting, dephosphorisation,
chemical reaction, deslagging
and initial alloying.

5. Scrap Recycling

Metal zinc is extracted from the 2. Refining and Degassing
smoke discharged from EAF and The molten steel is further
further processed into scrap metal, Circular Economy processed to adjust alloy

which is put back into the H : composition, reduction reactions
production line as the raw material. Scrap Metal Recydlng via pand de(_lgassing precisely. '

The scrap is reused to regenerate as Electric Arc Furnace
the finished product.

3.Casting

4. Quality Inspection and Storage The molten steel will then be casted

The pipe billets are then put into into pipe billets through techniques

storage after slow cooling, refining
and quality inspection.

such as shrouded casting, level
control, rapid crystallisation,
balanced cooling and front-end
magnetic stirring.

In addition, the Group has amended the Emergency Response Plan for Environmental Emergencies and adopted
necessary measures to prevent potential risks to its operations caused by climate change, including but not
limited to:

e  Optimize the production process, so that the product electricity consumption and natural gas consumption
are greatly reduced;

e Reduce the use of carbon-containing raw materials; use frequency conversion energy-saving equipment to
effectively reduce energy consumption and carbon emissions;

e Heat treatment furnace increases furnace thickness and flue gas treatment device to reduce nitrogen oxide
emissions;

e Regularly maintain waste heat pipes, clean heat exchangers, and increase waste heat utilization efficiency;
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e Use surplus heat for heating the office living area;
e Promote the use of clean energy, and declare a cleaner production audit project;

e Strictly implement the requirements of heavy pollution weather control and carry out independent emission
reduction;

e  Greening the factory area by increasing vegetation;
e Encourage green travel and reduce air emissions from private cars;

e Provide commuting buses and electric shuttle buses at the factory site for employees to minimize air
emissions from various other vehicles; and

e Use eco-friendly vehicles instead of in-plant vehicles with relatively outdated emission standards.

B. SOCIAL ASPECTS
Corporate Culture

The Meaning of Dalipal
"3 71" is a literal translation of “Dalipal” and means “intimate partner”. “Dalipal” is derived from the combination
of the English words “Darling” (intimate) and “Pal” (partner).

Da-Achievement (“#£"), which means to achieve high customer satisfaction, give full play to employees’ abilities,
express employees’ ideas, wishes, and abilities, and to pursuit the Company’s prosperity;

Li-Strength (“7"), which means to create value for customers, while our products are equipped with high
competitiveness, employees are innovative, and the Company is strong;

Pal-Universal (“& "), which means to share with our community inclusively, that is, the Company growth benefits
employees, shareholders and the society in general.

The three words of Dalipal are our valued commitments to customers, employees, shareholders and society, which
clearly expound the “Connotation” of Dalipal.

Our Corporate Philosophy — “To create value for customers, to create opportunities for employees, to
create strength for enterprises, to create harmony for society.”

Since the establishment of the Company, it has always adhered to the philosophy of “Gaining knowledge for
cultivating self-mind. Benefiting from the market. Walking the pathway to innovation. Maintaining a good
foundation” without wavering. The Company is adhering to the comprehensive “Tackle the gap with benchmarking”
continuously. We are committed to doing a good job of “immediate” and focus on what we are doing. We also
committed to strengthen the Company’s development and growth, and do everything possible to enhance the
ability for risk resilience, in order to build a broader platform for business start-up and a stage that can give full play
to everyone’s talent, so as to expand our capacity that truly allows our employees to realize their self-fulfillments.
As we believe that employees are connected to and are essential part the enterprise’s strength. “When big rivers
have water, the smaller ones are filled”, is our vision of creating greater value for employees and customers, as well
as contributing to the realization of a harmonious society. Together with our aspiration of Chinese Dream, are the
original intentions and mission of the Dalipal family.
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1

Employment and Labour Practices

B1. Employment

The Talent Concept of Corporate Culture — “Horses for Courses. Achieving Meritocracy. Acquiring and
Training for the Right Talent. Leading Our Talent to Success.”

Building of a core backbone team that highly recognizes the culture of the Company and consciously practices
the Company’s culture is all the time an important strategic task for the survival and development of the
Company. We give tolerance for our employees’ faults, allowing mistakes during exploration and innovation.
We do not easily give up on any employee, regardless of seniority and qualifications. We treasure not only
an employee’s ability and virtue but also their achievements. We believe talents are able to perform duty at
any working level and capable to work at different types of job position. We continuously build channels
and platforms for talent growth, so as to focus on the career development for our employee. Promotion
are standardized but we encourage talents recommendation internally. We persist to perform assessment
before hiring, on-going evaluation during employment, and comprehensive actualization after termination of
employment. On-site learning and talent promotion are beneficial to cultivating and training employees who act
accordingly with the Company culture and gain experience in multiple positions, so as to uphold a mindset to
put themselves in the customers’ shoes.

Employees are the most important and valuable asset of the Group. We attach great importance to the word
“Pal” in the Group name “Dalipal”, which means “inclusive employees” in our corporate culture. We are
committed to protecting the legitimate rights and interests of all employees, paying labour insurance and “five
social insurances and one housing fund” ([Fif&—%1)" in accordance with the law, paying wages in full and
on time every month, always respecting, recognizing and treating every employee kindly, creating a healthy and
safe working environment, creating a warm working atmosphere, providing a platform for talents to grow and
develop, so that all employees can grow and develop with us together. The Group strictly complies with relevant
laws and regulations, including but not limited to:

Employment Promotion Law of the People’s Republic of China Employees’ Compensation Ordinance

((hEARAMBEREREE)) (KEEMEED))

Law of the People’s Republic of China on the Protection of Mandatory Provident Fund Schemes Ordinance
Persons with Disabled Persons (CGRFIERTED ARG )
(P EE ARFEMBEIER AMREE) )

Law of the People’s Republic of China on the Protection of Regulations of Hebei Province on Population
Minors ({FF2E AR EMBE R FIREE) ) and Family Planning

(Crldbs AR EEH BB &B1) )

Social Security Law of the People’s Republic of China Labour Law of the People’s Republic of China

((PEARLMBEM SREL) ) ((hEARAMBLEE) )

The Group was not involved in any confirmed violation relating to employment that have a significant impact on
the Group.

We are committed to be an ideal employer of choice and providing a healthy working environment where
our employees can thrive. We have established an effective system of employment policies, including equal
recruitment policy, equal promotion policy, work-life balance policy, compensation policy, remuneration and
allowance policy, dismissal and retirement policy, anti-discrimination policy, diversity policy, training policy,
employee welfare and benefit policy.

Five social insurances, including pension, medical insurance, unemployment insurance, maternity insurance, and work injury insurance, as well as a
housing provident fund.
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As at 31 December 2021, the Group had a total of 1,729 employees (2020: 1,453), 1,726 of them are full-time
employees, and 3 of them are part-time or contract employees.

By Gender By Geographical Region

Hl Male M Female Bl Mainland China [l Hong Kong

By Age Group

Wis30 M31-40 [M41-50 W51 orabove

During the Reporting Period, the Group had a turnover rate of 25%, a male employee turnover rate of 26% and
a female employee turnover rate of 21% by gender. An employee turnover rate of 47% for employees aged
18-30, 16% for employees aged 31-40, 13% for employees aged 41-50 and 3% for employees aged over 51 by
age group. 25% turnover rate for employees from Mainland China and 17% for employees from Hong Kong by
geographical region.
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Talent Acquisition and Retention

Our staff is the cornerstone of our corporate operation and development, therefore, we have a fair and
equitable talent selection system, which undergoes optimization from time to time for talent recruitment. To
better manage human resources, the Human Resources Department has formulated policy documents such
as the Administrative Measures for the Allocation of Human Resources Flow (A W ERRENEE EIEHE) ),
the Specifications for the Management of Labour Contract Management ({44 RERE TIERE) ), The
Implementation Rules for the Management of Work Injury Insurance and Safety Production Liability Insurance
((ITERBEZE2EEBRIREEEHMAN ), and the Detailed Rules for the Handling of Labour Disputes ({45
FFZEIETIEAAN) ). We have built a talent acquisition team through external recruitment, internal training,
on-site learning, etc., and analyzed the contribution rate of about 10 various channels, such as WeChat, and
Baidu Tieba and others. We have launched professional recruitment websites, such as “51job.com” and “Liepin
Talent Acquisition Platform”. Employees are generally required to work under a probationary period of not more
than six months from the start date of employment. The Group typically determines the salaries of individual
employees based on their experience, position, and seniority according to the remuneration standards established
by the Group. The Group has established a performance appraisal system to assess employee performance and
constitute a benchmark for our decisions on salary adjustments, bonuses, and promotions. We believe that the
above arrangements will help maintain a good relationship with employees.

Remuneration and Benefits

We offer reasonable and competitive salaries and employee benefits to employees, benchmarked with the
comparison of salary levels in the same industry and the relevant positions. During the Reporting Period, we
revised the “Employee Compensation Management System”. Employees are awarded a salary adjustment and
promotion based on their job performance as well as progress achievement and the results of performance
appraisal. Salaries are paid on time every month.

We provide dormitories for our staff, also provide family dormitories for families where both spouse are our
employees, which are equipped with free Wi-Fi, dormitory necessities and parcel pick up machine. Timely
replacement or maintenance of air conditioners, and continuous improvement of employee accommodation
conditions were achieved, such as automatic water dispensers for employee apartment buildings, and the use of
mobile phones to recharge water bills at any time.

In terms of holiday benefits, with the amendment of the “Hebei Provincial Population and Family Planning
Regulations” (Cadb& A O EEFEIEE &) ), the company timely adjusted the “Employee Attendance
Management Measures” (B TEE)EIRHE)), such as the extension of maternity leave of 90 days for
the third child birth; 15 days of nursery leave for male employees and for families who have obtained fertility
indicators. Both parents of infants under the age of three are entitled to 10 days of parental leave each year.
Care for Employees

Festival welfare and staff welfare have also been granted to staff, such as free haircuts by professional
hairdressers for employees and their families, provide employee shuttle bus services for employees to commute,
and we also provide employees with living and other subsidies, including:

e Allowances for working in high temperatures;

e Front-line staff subsidies;

e Team leader allowance;

e  Skills allowance;

e Technician subsidies; and

e Certified safety engineer certificate subsidy.
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We also organize regular staff activities to facilitate interaction among staff and enhance their sense of
belonging. During the Reporting Period, we organized a series of activities such as Chinese New Year's Eve Night
Activities, Women'’s Day Blessing Activities, Qixi Joy Festival, Red Movie Watching, 23rd Anniversary Factory
Celebration, Round the Factory Running Competition, Tug-of-War Competition and so on, to enrich the lives of
employees.

Qixi Joy Festival

Mid-Autumn Festival Benefits Running Competition
Around the Factory

Equal Opportunities and Diversity

The Group is committed to providing a fair and equitable workplace where all individuals are treated equally in
every aspect of their work or employment. Candidates and employees have equal opportunities to employment,
remuneration and promotion. We will not conduct or tolerate discrimination or harassment against individuals
on the basis of age, gender, race, marital status, religion healthy status or any legally protected ground or on any
other ground which we consider inappropriate and unacceptable.

We also place high value on female employees’ career development by ensuring that they have the same
promotion opportunities as male staff. We also comply with the requirements of the Law on the Protection of
Women's Rights and Interests of the People’s Republic of China, which stipulates that female employees are
entitled to basic salary and their employment contracts will not be released or terminated, without cause, during
their pregnancy, maternity leave or breastfeeding period.

Dismissal Policy

With regards to the policies relating to dismissal of employees, if an employee has committed serious misconduct
and fails to improve in spite of repeated warnings, his/her supervisor and the senior management of the
Company will have a thorough internal discussion and allow the employee to answer and explain before the
dismissal is announced. The reasons for the dismissal will be conveyed to the employee clearly. Enough notice
would be delivered to staff and hand-over procedure should be completed before leaving the Company. The
dismissal procedure must be in accordance with applicable laws and regulations as well.

6/
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B2.

Employee Communication

We appreciate the significance of communication with and care for our employees. We believe that maintaining
a close relationship with our staff allows us to better understand their needs. Besides employee orientation with
introduction of corporate system, culture and other information, the Company pay close attention and listen
to our employees about their daily work condition, working environment and personal career development,
and reply one by one, with a view to properly adjusting our internal resources and policies. We also organized
a satisfaction survey about canteen meal every quarter to continuously improve the quality of catering services.
At the same time, we regularly organize symposiums for college students and employees to care for employees’
work, life, and other aspects.

Pollutant monitoring and control system Billet line dust removal system

Health and Safety

The Safety Concept of Corporate Culture — “Safety First. Prevention is Crucial. Get involved. Caring for
Life.”

We always believe that safety is more important than development which we persist that safety management
should has no blind spots. It is better to do more than enough to prevent the incident happen. It is responsible
for everyone to prevent the “three violations”, which are to cultivate good behavior habits, to be alerted to
discoverer and rectifier of potential safety hazards, and to avoid the fluke mentality. To create an atmosphere of
being responsible for safety is to be responsible for oneself, for the family, for the enterprise, and for the society.

The Group complies with laws and regulation included but not limited to the Law of the People’s Republic
of China on Work Safety ({2 A REFBEZ 2 HEEE)), the Law of the People’s Republic of China on the
Prevention and Control of Infectious Diseases ({H % A R FEFBIEZFELAE) ), the Law of the People’s
Republic of China on the Prevention and Control of Occupational Diseases ( {2 A R H BB ZE BT E75) ).
We strive to ensure a good and safe working environment for employees to prevent injury and disease. We
manage the safety of our employees and production areas in accordance with the relevant occupational health
and safety laws and regulations. During the Reporting Period, the Group did not violate the relevant laws and
regulations in providing a safe working environment and preventing employees’ work injuries.

During the Reporting Period, the Group had no severe safety incidents or fatalities. However, there was 627 lost
days (2020: 214 days) mainly due to minor injuries caused by improper operation of machinery and equipment
failure. The statistics for the last three years were as follows:

Statistical Indicators Unit In 2021 In 2020 In 2019

Number of work-related fatalities person 0 0 0
Rate of work-related fatalities percentage 0 0 0




Dalipal Holdi Limited
el imied - Q)
ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Work Safety

By considering all possible precautions, we strive to set standards and measures for the highest safety and health

performance and to enhance the safety awareness of our staff in order to achieve a work environment with zero

accidents, including:

e Improve the construction of occupational health and safety management system, implement occupational
health and safety management responsibilities, and improve the occupational health and safety management
system;

e Conduct one-on-one safety education and training for employees before work;

e Occupational health examinations were carried out for 769 employees, and the “Notification of
Occupational Health Examination Results” was signed by the employees;

e  Establish employee occupational health monitoring management files, with 100% establishment rate;
e Regular inspection of special equipment, accessories and firefighting equipment with 100% inspection rate;

e The training and drill of accident emergency response plans at all levels were completed at a rate of 100%
on schedule;

e  Promote the sampling verification of joint inspection of safety management;

e Cultivate a safety culture, continue to carry out safety team construction, hold emergency drills, and carry
out “Safety Month” activities, such as: safety slogan collection, educational video about safety hazards; and

e Organize training on occupational health laws and regulations and related knowledge for the heads of
branches/departments, section chiefs, operation chiefs and on-site safety personnel.

“3-Bnm

AN E OIS REEERLE

ZEENIHTEZE

Consolidate safety knowledge Safety Month speech contest Safety joint inspections
and closed-book examinations
for all employees
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We have obtained GB/T24001-2016 environmental management system certification, GB/T45001-2020
Occupational health and safety management system certification, Q/SY1002.1-2013 HSE system certificate
by China National Petroleum Corporation. Employees should attend formal operation, regular training, safety
checks and testing before work. At the same time, we have formulated more than 30 health and safety-related
management systems, including but not limited to:

o Regulations on the administration of safety education and training;

o Occupational health and safety operation procedures;

o Regulations on the management of risk control and control of production safety;
o Occupational health management regulations;

o Fire safety management regulations;

] Site environmental management measures; and

o Measures for the management of labour protective equipment, etc.

We implemented and improved on-site noise control measures, including but not limited to low-noise
equipment, such as high power dust removal fan, water pump and etc., adopt basic vibration reduction and
noise reduction measures, such as adding the muffler to dust removal exhaust, soft connection for continuous
caster fan and the flue, setting cushioning material at roller and bench to reduce collision noise in the oil tube,
using non-noise material bucket and at meantime, adopt sound insulation in the wall of plants to reduce the
noise effect to surroundings. In addition, we configure professional earplugs for employees to minimize the
impact of noise, configure noise detectors in the workshop to regularly monitor the noise level and implement
control measures in a timely manner,.

Meanwhile, we set up a green channel in the plant to distinguish the operation area with non-operation area.
The green channel can be used as a safe passage for non-workers and outsiders as well as an escape route in
emergency situations.

During the reporting period, the company passed the “Evaluation Guidelines for the Construction of Corporate
Safety Culture” (AQ/T 9005-2008) ({{tE¥Z &2 X (LERF{EZXER)) and was rated as “2021 Cangzhou
Municipal Safety Culture Demonstration Enterprise”. The company carried out occupational health-related work
in accordance with the “Implementation Plan for the Establishment of Occupational Health Enterprises in Hebei
Province in 2021" (CR4EE2021FAIZBERELEEHEHZE)) and was awarded the title “2021 Hebei
Provincial Occupational Health Enterprise”.

Pandemic Prevention and Control

In early 2020, after the outbreak of the COVID-19 pandemic, the Group adopted a series of prevention and
control measures in accordance with the requirements of the Government, including providing masks for
employees and setting up disposable masks garbage bins, comprehensively disinfecting the factory building,
disinfecting office areas and residential premises on a daily basis, requiring employees to sit diagonally during
meals in the canteen, and setting up security guard at the gate 24-hourly to supervise mask wearing, health
codes presentation, body temperature checking and registration for employees and visitors. We also set up
medical observation rooms and purchase pandemic prevention materials, provide food and water delivery and
other services for employees during the quarantine period. At the same time, we actively coordinate with doctors
from Huanghua Municipal People’s Hospital and Nandagang Hospital to vaccinate more than 500 employees in
the Company.

During the Reporting Period, the Group was recommended by the Community Social Affairs Management
Department to apply for a provincial occupational health enterprise award in recognition of our determination
and performance in protecting the safety and health of our employees.
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B3. Development and Training

The Group recognizes the importance of training for the development of our employees as well as our Group.
The Group has established Monthly Training Planning to conduct periodic training to our employees regarding
the requirements of their job duties. We formulated the Regulations on the Management of Employee Training
and the Code of Work for The Implementation of Training Organizations. All employees must comply with the
codes and policies and obtain required knowledge and techniques for their positions by passing the examinations
after the trainings.

During the Reporting Period, a total of 1,586 employees attended the training by the Group, with a total number
of attendance of 3,944, for a total of 33,440 hours. The following is a table of training statistics by employee
types:

Percentage of Average
employees training
trained hours
By gender

Male? 106% 15
Female 34% 39

By employee category
Senior management 91% 273
Middle management 79% 207
Others 92% 13

The Group also set up corporate university and invited professional teachers for special trainings to enhance
management. The Group also organized employee to attend external trainings and provide internal trainings as
company policy require.

New joiners will receive induction training covering corporate culture, regulations and system, environmental
health and safety training, job skills and work procedures. That helps employees to better understand the
working environment. Moreover, to enhance employees’ awareness and knowledge in occupational health and
safety are the basis of preventing work-related incidents, the Group has implemented different safety training
programmes for employees at all levels.

Meanwhile, we introduced a professional team to conduct talent inventory and evaluation of the Company's
middle and other management, formulated a talent development plan, evaluated 75 middle and other
management and benchmarked with the Company’s management ability standards to interpret and analyze
the advantages, deficiencies and development directions of management in terms of management skills,
management personality, business reasoning ability, competence and sense of alliance. The Group continuously
evaluates the available human resources and determines whether additional personnel are required to
complement the Group's future business development.

During the Reporting Period, the Human Resources Department organized 70 middle and other management
to conduct interactive training on talent management cases, including the selection and training of basketball
players, case analysis and group discussion. These could significantly reach a consensus on the selection and
training of talents in the future, and show the purpose of the Company’s talent management project.

Since the number of trainees was the number of employees who had attended training during the Reporting Period, including the number of
employees who had left the company during the Reporting Period, so the male training rate exceeded 100 percent.

/1
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B4.

The training courses conducted during the Reporting Period mainly included:
e New employee orientation;

e Business etiquette training;

e Company policies and procedures training;

e Safety education and management system training, stipulating the training basis for production safety and
related laws and regulations;

e Annual emergency drills, occupational health, fire safety and safety management training;
e Equipment management training and energy management training;
e Quality and safety control training;

e A series of trainings on integrated management system standards, internal auditors and internal control
standards;

e QOccupational technigue competition, and

e  Probity and self-discipline training.

Occupational technique competition Interactive talent management training

Labour Standards

The Group is fully aware that child labour and forced labour violate fundamental human rights and also pose
threat to sustainable social and economic development. The Group strictly complies with the Labour Law of the
People’s Republic of China ({fF#E ARZEMBILB)%) ), the Labour Contract Law of the People’s Republic of
China ({FhEEARHEFBELENA L)), the Provisions on the Prohibition of Using Child Labour (¢ HERETL
FTE)), the Law of the People’s Republic of China on the Protection of Minors ({FFZE A R FIE ARk & A (RE
7£)), the Employment Ordinance ({{E{&15f1) ) of Hong Kong and other relevant labour laws and regulations.
The Group has established the Administrative Policy for the Allocation of Human Resources, which prohibits
the employment of child labour and forced labour, and systematically manages the recruitment needs from the
admission, regularization, transferal, and termination of employee contacts. Employees are required to present
their identification documents for verification purposes when on board and only employees with legal age could
be hired. Employment contracts and other records, including all relevant details of the employees are maintained
properly for verification by relevant statutory body upon request. In case of any irregularities, we will promptly
investigate, punish or dismiss relevant personnel and verify with the judicial authorities upon request.

During the Reporting Period, the Group has complied with policies and relevant laws and regulations regarding
prevention of child labour or forced labour.
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Operating Practices

B5. Supply Chain Management

The Group works closely with its suppliers who are committed to high quality, environmental, health and safety
standards. As part of our commitment to environmental protection, product quality and social responsibility, we
recognized the great importance of supply chain management and formulated internal policies and guidelines
and selection of external suppliers. The Group has a stringent supplier selection process and management
approach, such as Procurement Control Procedures and the Supplier Management Policy, to clarify and improve
the material classification and evaluation requirements of the quality assurance system, including but not limited
to product quality, labour standards, environmental and quality management, and ethical business ethics. We
formulate green procurement policies, give priority procurement to products with level Il energy efficiency or
above, and products with energy conservation and protection certification labels. Our procurement system
collects and establishes supplier files and credit, dynamically controls the classification of different materials
and suppliers, further clarifies responsibilities, and ensures that supplier files are not leaked. At the same time,
we require our suppliers to use recyclable packaging materials. We also check the radioactivity of the main
ingredients for each batch before they are stored. We strive to work only with suppliers who share and are
willing to act in accordance to our principles.

During the Reporting Period, the Group had a total of 101 major qualified suppliers (2020: 80), all of which were
located in Mainland China, and 67 key suppliers were assessed during the Reporting Period, including supply
quality, delivery time and service quality.

We have established comprehensive quality assurance system, every batch of material should be checked
before stock-in or using. A mechanism to handle unqualified material with suppliers has been adopted as well.
We also carry out regular on-site inspection and check the validity period of suppliers’ qualification certificates
(for example, Environment Management System Certificate, Quality Management System Certificate and
Occupational Health and Safety Management System Certificate) to monitor and evaluate the performance of
our suppliers. If a supplier does not pass the preliminary examination or the product does not meet the required
requirements, we will re-evaluate and continuously update the list of approved suppliers based on the assessment.

During the Reporting Period, we adopted a purchase system to enhance the communication and monitor of
suppliers. The potential suppliers are requested to upload their certificates through the system. We would
initiate the assessment on the potential suppliers before entering into cooperation with them. The materials
supplied by the suppliers must meet the requirements of national local safety, environmental protection, fire
protection, occupational health, intellectual property rights, etc. The delivery vehicles must meet the safety and
environmental protection requirements. Before entering the factory area, they must understand and obey the
Company'’s relevant safety and environmental protection regulations. The system would request the suppliers
to upload the updated certificates when they are about to expire. We also use the purchase system to conduct
guotation and comparison process to choose the appropriate suppliers. Every contract with suppliers should be
approved by the risk management department before signing.

Thus, we believe there are no significant environmental and social risks for our management decision on supply
chain management.
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B6. Product Responsibility

The Quality Concept of Corporate Culture — “Every single product is produced for our clients and the
market, which creates and represents our brand.”

To have the courage to pursuit excellence, genuine and demanding standards of high quality, as we believe that
it is the essence of an enterprise. Quality control is to be adopted by full engagement in every step in the whole
process, which we insist “zero tolerance” to quality below standard. Therefore, we believe high quality standard
represent Dalipal which is achieved by our employees.

The Service Concept of Corporate Culture - “Always put ourselves in customers’ shoes and create
value-added services for users.”

Quality Assurance

The Group endeavours to offer high-quality products and services. We are committed to improve our product
quality, attract new customer and strengthen the relationship with existing customers. We have established
a comprehensive quality assurance system. The Group has set up a competent comprehensive quality control
department, which implements product quality standards in strict compliance with customers’ requirements.
During the Reporting Period, the Group had no violation record on relevant laws and regulations relating to
quality assurance issues.

Product Responsibility

Ensuring customer satisfaction with our products and services is a priority for the Group. We place importance
on the quality standard of our products and services to achieve sustainable growth of our business. We have
been granted as the Premium Brand of Hubei (f[ 1t &) by the Association of Trademark and Brand of Hubei
Province (R IEEEIZ SRR ) in recognition of our efforts in product safety and health. We are committed to
ensuring compliance with laws and regulations on product health and safety, labelling and privacy matters,
including the Product Quality Law of the People’s Republic of China ({FF# ARKEMBERLE E5X)), the Civil
Code of the People’s Republic of China ({##E AR EFEIRZH) ) and the Hong Kong Personal Data (Privacy)
Ordinance ((EBBAERL (FLER) 14&f1) ). Policies regarding product quality and safety, as well as compliance
with laws and regulations, have been clearly stated to employees and suppliers. During the Reporting Period, we
achieved 99 points for the overall customer satisfaction rate, and we had no violation record on relevant laws
and regulations that have a significant impact on the Group relating to product responsibility issues.

Complaint Handling

We are pleased to listen to consumers’ opinions. Customers can express their opinions by verbal form, telephone,
mail, fax, visiting or other form to the Group. The Group has developed Customer Complaint Handling
Mechanism to investigate and handle complaints promptly as well as feedback to client. The processing process
and feedback provision are as follows:

After receiving complaint from customer, the sales department would share relevant
information to quality management department, technical department, senior management
and general manager.

The technical department would lead a handling team to conduct on-site
investigation. After investigation, a proposal would be raised.

The handling team conducts quality assessment, prevention measures,
implementation and verification towards specific complaint.

Final proposal is reviewed and approved by senior management.

Sales department is responsible to communicate with client on the proposal,
and ensure customers’ opinion is properly handled.
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During the Reporting Period, there is no products and services related complaints received and there is no
product recall for health and safety problems. In order to effectively control product quality, we have formulated
the Quality Emergency Plan Control Procedure ((& 2 EZTERIEHIFEF) ), which clearly stipulates the
management of unexpected events related to product delivery, such as post-evaluation and recycling procedures.

Privacy Protection

The Group takes privacy issues of our customers, internal employees, data, and external partners and suppliers
very seriously. We have established Confidentiality Management Policy ((/RZEIEHIE) ) and the Management
Rules of Confidential Personnel ({#% A BEEAANY ), clarifying the list of confidential matters, the list of key
confidentiality parts and the list of key confidentiality personnel, as well as showing the Group’s commitment to
uphold privacy protection through the following measures:

e |dentify confidential information and adopt confidentiality labelling when presenting and transmitting
documents in the business system;

e Publish electronic exercises to employees about the education of privacy protection knowledge;
e Conduct IP background checks on employees;
e Require new employee to sign non-disclosure and non-competition agreements;

e Require business partners to sign non-disclosure agreements, while outsourcing staff must attend
confidentiality training before entering the factory;

e Post confidentiality labels in confidentiality-sensitive areas, where outsourcing staff must enter or exit
with approval and documentation; equipment with functions such as audio recording, video recording,
photography, and information access are prohibited for all outsourcing staff;

e Strictly control the scope of confidentiality and avoid public access, and,;

e Enquiry in relation to the Company’s business confidential information shall not be answered or presented
arbitrarily.

In addition, customers’ information should not be revealed to anyone other than staff who are in the
normal course of conducting duties and responsibilities. Disclosure of customers’ confidential information to
unauthorized personnel is prohibited and could result in disciplinary action, up to and including termination of
employment.

75



/6

Dalipal Holdings Limited
Annual Report 2021

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Intellectual Property Rights

The Group strives to safeguard and protect intellectual property rights. We have passed the certification of
intellectual property management system and established intellectual property management policies, such as
“Intellectual Property Rights Management Control Procedures” ((HEEEEIRZEHF2F)) and “Intellectual
Property Rights Operation Control Procedures” ( CEVGBEREETTIESITEF) ). Relevant program files have been
developed in the system to ensure the effective operation of the system and ensure the protection of intellectual
property of our products without infringing the intellectual property of others. The intellectual property rights
protection term has also been added in the contracts to make sure counterparties of the contracts are in the
same practice on protect the intellectual property rights. During the reporting period, we were awarded the
“Excellent” title by the Hebei Administration for Market Regulation (F1t& IHEEREIE D) in recognition of
the Group's efforts in protecting intellectual property rights.

As of December 31, 2021, the Company has obtained a total of 73 authorized patents. During the Reporting
Period, the Group applied for 5 patents and 14 patents were authorized. At the same time, our project “Key
Technology Development and Industrialization of High-performance Steel Pipeline” (& EAEE 4R I & R 1
firFAEE K EEZEML) ) were successfully in the Hebei Province Department of Science and Technology (A/dt& %}
ERiTEE). We also completed scientific and technological achievements evaluation for the “ Development and
Application for the Use of Non-Existent APl Tubing Key Technology in Natural Gas Drilling” ((KATERAIE
APCREE B R ITRZE M EF) ), while partial results have reached the international leading level and reached
the international advanced level in general.

B7. Anti-corruption

Our Group believes the integrity and commitment of our employees are our critical factors to success. The Group
has implemented *“Anti-fraud Management Policy” (([RFEFREIRHIE)) and “Practice for Professional Integrity
for Employees” (B THRZHMZET) ) with its formulation of Anti-business Corruption Regulation based on the
Anti-Money Laundering Law of the People’s Republic of China ({##E A R FEFIBE R %EE%) ), Criminal Law of
the People’s Republic of China ({##E AREFIEIFE) ), the Prevention of Bribery Ordinance (B7&A125201
Z (B LEABRR M) ) (Cap. 201 of the Laws of Hong Kong) and other national or regional laws and regulations
to set out our commitment to preventing all forms of corrupt practices. Employees are required and have the
responsibility to conduct themselves with integrity in an ethical and proper manner. Payments or acceptance of
any kickbacks from external parties is strictly prohibited. The Group takes disciplinary action to combat against
any violation of the Group's regulation. We also have the same expectations for our suppliers and other business
partners.

Commitment to Integrity

Employees in sensitive positions such as purchasing positions, quality inspection positions, and sales positions
shall enter into “Promise of Integrity and Self-Discipline for Employees” ((B TEEZ B EFFHEZE)), register and
renew the “Sensitive Positions and Employees Information Form” ([ R ZE A BEEK]) every six
months. “Probity Commitment” ({B&21#3:%)) is also required to be entered into with customers or suppliers
before transacting with them, promising no behaviour violating the principle of good faith such as fraud and
bribery in any business connection.
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Whistle-blowing Policy

The Group sets up whistle-blowing channel to encourage employees, suppliers and clients to raise concerns
about fraud, corruption and bribery in confidence, through hotlines, mail and electronic media communications.
We have established an “Anti-Corruption Whistle-blowing” program in corporate WeCom to alert users towards
suspected misconduct, malpractice or irregularities. We have posted a hotline on our company website and
the purchase system for whistle-blowing. Suppliers can also report bribery to us by complaint on our purchase
system with message. All reported cases are promptly and thoroughly investigated by the Group’s internal audit
department and reported to the Audit Committee and the Board.

Complainants and whistle-blowers are protected in assisting in investigations. The Company prohibits any
unlawful discrimination or retaliation, or hostile measures against employees involved in the investigation.
Personnel who leak information on whistle-blowers or retaliate against whistle-blowers in violation of regulations
shall be deemed to have seriously violated the Company’s regulations and will be dismissed and terminated from
their employment contracts. Where laws are violated, the case will be reported to the judiciary in accordance
with law. If there is sufficient evidence to prove possible acts of corruption, the case will be reported to the
relevant local authority.

Anti-corruption Training

Employees in sensitive positions should be trained on anti-corruption at least quarterly, other employees and
departments should be trained or organize training at least annually to promote the awareness of integrity.
Internal Audit Department publishes integrity education articles every month and organizes various studies
among departments. We will continue to fight corruption and bribery to eliminate dishonest act in business.

During the Reporting Period, there was no incident of non-compliance with the relevant laws and regulations
that have a significant impact on the Group relating to corruption, bribery, extortion, fraud and money
laundering. The Group endeavours to prevent any non-compliance to relevant laws. To enhance corporate
governance, the Group sets up Audit Committee and engages external lawyers and auditors to review and
provide opinions on the company’s financial report and other compliance issues. Besides complying with the
requirement to the corporate governance of listing companies enforced by the Stock Exchange, we constantly
review the effectiveness of our internal control measures to enhance governance level.

Community

B8. Community Investment
Our Group believes in the concept of giving back to the community, as contributing to society is one of the
Group's sustainable development strategies. We are committed to creating employment opportunities for local
people and promoting the economic development of the community:

e Jointly organize a variety of activities, such as pairing interaction group, “Healthy China Initiative” and
constitutional publicity activities among enterprises, online teaching about occupational health and safety,
with Cangzhou Bohai New Area Federation of Trade Unions;

e Conduct research according to the Company’s recruitment needs and adjust the recruitment requirements
for certain positions;

e Recruit through the recruitment website of Bohai New Area every month, and encourage referral
recruitment by existing internal staff; and

e Participate with 1,120 people in the “One-Day Donation for Employees and Staff” activity organized by the
Cangzhou Bohai New Area Federation of Trade Unions.
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We believe that through community investment, a socially responsible corporate culture and practice can be
nurtured in the Group and seek to make contributions to programmes that have a positive impact on community
development. We organize studies of “The Amendment to the Criminal Law” ( {FIPAIEIEZE) ) and safety
rules and regulations of local governments for employees, as well as continue to participate in other community
engagement activities:

e Actively organize education activities such as safety month and fire protection month;

e Carried out celebration activities for the 23rd anniversary of the factory, live broadcasted flag-raising
activities in 2 additional locations, and other birthday celebration activities for the Company;

e In response to the government of Bohai New Area, we organized voluntary tree planting in spring, 60
people participated and planted 450 tree sprouts, with a greening area of about 1,300 square meters;

e Donation of anti-epidemic items to help control the pandemic; and

e Open to the public the group’s internal table tennis, basketball, football and other sports activities venues.

Voluntary tree planting in spring

At the same time, we attach importance to national security and hence we organized relevant education
and publicity activities. During the Reporting Period, we organized historical education of the Party, including
revisiting the admission oath of the Party, watching Ceremony Marking the Centenary of the Communist Party
of China, and organizing leisure and cultural activities.
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THE STOCK EXCHANGE OF HONG KONG LIMITED’S ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORTING GUIDE

Subject Area

Content

Section

Mandatory Disclosure Requirements

are included in the ESG report.

Governance A statement from the board containing the following elements: Sustainability Governance
Structure
(i) adisclosure of the board’s oversight of ESG issues;
(i) the board’s ESG management approach and strategy, including
the process used to evaluate, prioritise and manage material
ESG-related issues (including risks to the issuer’s businesses); and
(iii) how the board reviews progress made against ESG-related goals
and targets with an explanation of how they relate to the issuer’s
businesses.
Reporting A description of, or an explanation on, the application of the Reporting Principles
Principles Reporting Principles (Materiality, Quantitative and Consistency) in the
preparation of the ESG report.
Reporting A narrative explaining the reporting boundaries of the ESG report and | About this Report,
Boundary describing the process used to identify which entities or operations Reporting Period, Reporting

Scope and Reporting Basis

‘Comply or explain’ Provisions

A. Environmental Aspects

A1 Emissions

handled, and a description of reduction target(s) set and steps taken
to achieve them.

General Information on Emissions
Disclosure
(@) the policies; and
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer
relating to air and greenhouse gas emissions, discharges into water
and land, and generation of hazardous and non-hazardous waste.
A1.1 The types of emissions and respective emissions data. Emissions
A1.2 Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas Emissions
emissions and, where appropriate, intensity.
A1.3 Total hazardous waste produced and, where appropriate, intensity. Emissions
A1.4 Total non-hazardous waste produced and, where appropriate, Emissions
intensity.
A1.5 Description of emissions target(s) set and steps taken to achieve Emissions and Use of
them. Resources
A1.6 Description of how hazardous and non-hazardous wastes are Emissions

/9
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Subject Area

Content

Section

A2 Use of Resources

with reference to per unit produced.

General Policies on the efficient use of resources. Use of Resources

Disclosure

A2.1 Direct and/or indirect energy consumption by type in total and Use of Resources
intensity.

A2.2 Water consumption in total and intensity. Use of Resources

A2.3 Description of energy use efficiency target(s) set and steps taken to Use of Resources
achieve them.

A2.4 Description of whether there is any issue in sourcing water that is fit | Use of Resources
for purpose, water efficiency target(s) set and steps taken to achieve
them.

A2.5 Total packaging material used for finished products and, if applicable, | Due to the nature of the

Group's business, the
packaging used in the
finished products is not
applicable.

A3 The Environ

ment and Natural Resources

and natural resources and the actions taken to manage them.

General Policies on minimising the issuer’s significant impact on the The Environment and
Disclosure environment and natural resources. Natural Resources
A3.1 Description of the significant impacts of activities on the environment | Emissions, Use of Resources

and The Environment and
Natural Resources

A4 Climate Cha

nge

impacted, and those which may impact, the issuer, and the actions
taken to manage them.

General Policies on identification and mitigation of significant climate-related | Climate Change
Disclosure issues which have impacted, and those which may impact, the issuer.
A4.1 Description of the significant climate-related issues which have Climate Change

B. Social Aspects

Employment and Labour Practices

B1 Employment

General
Disclosure

Information on:

(a) policies; and

(b) compliance with relevant laws and regulations that have a
significant impact on the issuer relating to compensation and
dismissal, recruitment and promotion, working hours, rest
periods, equal opportunity, diversity, anti-discrimination, and
other benefits and welfare.

Employment

B1.1

Total workforce by gender, employment type, age group, and
geographical region.

Employment

B1.2

Employee turnover rate by gender, age group and geographical
region.

Employment
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Subject Area

Content

Section

B2 Health and Safety

General Information on: Health and Safety
Disclosure
(@) the policies; and
(b) compliance with relevant laws and regulations that have
a significant impact on the issuer relating to providing a
safe working environment and protecting employees from
occupational hazards.
B2.1 Number and rate of work-related fatalities occurred in each of the Health and Safety
past three years including the reporting year.
B2.2 Lost days due to work injury. Health and Safety
B2.3 Description of occupational health and safety measures adopted, and | Health and Safety

how they are implemented and monitored.

B3 Development and Training

General Policy on improving employees’ knowledge and skills for discharging | Development and Training

Disclosure duties at work. Description of training activities.

B3.1 The percentage of employees trained by gender and employee Development and Training
category.

B3.2 The average training hours completed per employee by gender and Development and Training

employee category.

B4 Labour Standards

General Information on: Labour Standards
Disclosure
(@) the policies; and
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer relating to preventing child and
forced labour.
B4.1 Description of measures to review employment practices to avoid Labour Standards
child and forced labour.
B4.2 Description of steps taken to eliminate such practices when Labour Standards

discovered.

Operating Practices

B5 Supply Chain Management

General Policies on managing environmental and social risks of the supply Supply Chain Management
Disclosure chain.
B5.1 Number of suppliers by geographical region. Supply Chain Management
B5.2 Description of practices relating to engaging suppliers, number of Supply Chain Management
suppliers where the practices are being implemented, and how they
are implemented and monitored.
B5.3 Description of practices used to identify environmental and social Supply Chain Management
risks along the supply chain, and how they are implemented and
monitored.
B5.4 Description of practices used to promote environmentally preferable Supply Chain Management

products and services when selecting suppliers, and how they are
implemented and monitored.
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Subject Area

Content

Section

B6 Product Responsibility

how they are implemented and monitored.

General Information on: Product Responsibility
Disclosure
(@) the policies; and
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer relating to health and safety,
advertising, labelling and privacy matters relating to products
and services provided and methods of redress.
B6.1 Percentage of total products sold or shipped subject to recalls for Product Responsibility
safety and health reasons.
B6.2 Number of products and service-related complaints received and how | Product Responsibility
they are dealt with.
B6.3 Description of practices relating to observing and protecting Product Responsibility
intellectual property rights.
B6.4 Description of quality assurance process and recall procedures. Product Responsibility
B6.5 Description of consumer data protection and privacy policies, and Product Responsibility

B7 Anti-corruption

General Information on: Anti-corruption
Disclosure
(@) the policies; and
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer relating to bribery, extortion,
fraud and money laundering.
B7.1 Number of concluded legal cases regarding corrupt practices brought | Anti-corruption
against the issuer or its employees during the reporting period and
the outcomes of the cases.
B7.2 Description of preventive measures and whistle-blowing procedures, | Anti-corruption
and how they are implemented and monitored.
B7.3 Description of anti-corruption training provided to directors and staff. | Anti-corruption
Community

B8 Community Investment

General Policies on community engagement to understand the needs of the Community Investment
Disclosure communities where the issuer operates and to ensure its activities

take into consideration the communities’ interests.
B8.1 Focus areas of contribution. Community Investment
B8.2 Resources contributed to the focus area. Community Investment
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INDEPENDENT AUDITOR’S REPORT

KPMG

Independent auditor’s report to the shareholders of
Dalipal Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Dalipal Holdings Limited (the “Company”) and its subsidiaries
(the “Group”) set out on pages 89 to 151, which comprise the consolidated statement of financial position as at
31 December 2021, the consolidated statement of profit or loss and other comprehensive income, the consolidated
statement of changes in equity and the consolidated cash flow statement for the year then ended and notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of
the Group as at 31 December 2021 and of its consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with International Financial Reporting Standards (“IFRSs”) issued by the International
Accounting Standards Board (the “IASB”) and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing ("HKSAs") issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA™). Our responsibilities under those standards are further described
in the Auditor’s responsibilities for the audit of the consolidated financial statements section of our report. We are
independent of the Group in accordance with the HKICPA's Code of Ethics for Professional Accountants (the “Code”)
together with any ethical requirements that are relevant to our audit of the consolidated financial statements in the
Cayman Islands, and we have fulfilled our other ethical responsibilities in accordance with these requirements and the
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.
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Key audit matters (conmivueD)

Timing of revenue recognition

Refer to Note 4 to the consolidated financial statements and the accounting policies in Note 2(r).

How the matter was addressed in our audit

The Key Audit Matter

The Group's revenue is principally generated from the
manufacture and sale of oil country tubular goods, special
seamless steel pipes and pipe billets.

The Group's sales contracts with customers have a variety
of terms relating to goods acceptance. Such terms may
affect the timing of the recognition of revenue with these
customers. Management evaluates the terms of each
contract in determining the appropriate timing of revenue
recognition.

We identified the timing of revenue recognition as a
key audit matter because revenue is a key performance
indicator of the Group which increases the risk
that revenue may be manipulated to meet financial
expectations or targets.

Our audit procedures to assess the timing of revenue
recognition included the following:

e Obtaining an understanding of and assessing the
design, implementation and operating effectiveness
of the Group’s key internal controls in relation to
revenue recognition;

e Inspecting customers’ sales contracts, on a sample
basis, to identify terms and conditions relating
to goods acceptance and assessing the Group’s
revenue recognition policies with reference to the
requirements of the prevailing accounting standards;

e Comparing, on a sample basis, sales transactions
recorded before and after the financial year end date
with underlying documentation, which included
goods acceptance notes, to assess whether the
relevant revenue had been recognised in accordance
with the terms of the sales contracts and in the
appropriate financial year;

e Inspecting underlying documentation for manual
journal entries relating to revenue which were
recorded during the year and which met specific risk-
based criteria; and

e Confirming, on a sample basis, the value of sales
transactions for the year ended 31 December 2021
directly with customers and inspecting underlying
documentation relating to the reconciliation of
differences between the transaction amounts
confirmed by customers and the Group’s accounting
records to assess whether the related revenue had
been recognised in the appropriate financial year,;
for unreturned confirmations, performing alternative
procedures by comparing details with underlying
documentations.



Key audit matters (conmivueD)

Assessment of the Group’s ability to continue as a going concern

Refer to Note 2(b) to the consolidated financial statements.

The Key Audit Matter

The Group recorded a net operating cash outflow of
RMB286,306,000 for the year ended 31 December 2021.
As at 31 December 2021, the Group has outstanding
interest-bearing borrowings of RMB1,816,926,000, which
were due within the next twelve months. In view of the
volatility of operating environment, the Group has been
closely monitoring its liquidity requirements and financial
position to ensure that it maintains ability to continue as
a going concern. Note 2(b) to the consolidated financial
statements explains how the directors of the Company
have formed a judgement that the going concern basis
is appropriate in preparing the consolidated financial
statements of the Group.

The directors of the Company made their assessment
of the Group’s ability to continue as a going concern
by preparing a cash flow forecast in which certain key
assumptions were applied. These key assumptions
included forecasts of sales volumes, average selling prices,
raw material costs and necessary capital expenditure for
oil country tubular goods, special seamless steel pipes and
pipe billets and the availability of bank loans and other
financing facilities. Based on the assessment, the directors
concluded that there are no material uncertainties related
to events or conditions which, individually or collectively,
may cast significant doubt on the Group's ability to
continue as a going concern.

We identified going concern as a key audit matter
because a significant degree of management judgement
is involved in making this assessment and in forecasting
the future cash flows of the Group which are inherently
uncertain.

Dalipal Holdings Limited
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

How the matter was addressed in our audit

Our audit procedures in respect of the directors’
assessment of the Group's ability to continue as a going
concern included the following:

e assessing and challenging the key assumptions used
by management in the cash flow forecast, including
forecasted sales volumes, average selling prices, raw
materials costs and necessary capital expenditure
for oil country tubular goods, special seamless steel
pipes and pipe billets based on historical production
information together with market and other
externally available information;

e comparing the cash flow forecast prepared in the
prior year with the current year’s performance of
the Group to assess how accurate the prior year's
cash flow forecast was and making enquiries of
management as to the reasons for any significant
variations identified;

e assessing the availability of bank loan and other
financing facilities during the forecast period by
inspecting relevant underlying documentations and
obtaining correspondences with banks, interviewing
with relevant banks in relation to bank loan renewal
and other financing facilities, evaluating whether
the financing facilities were sufficient to meet the
Group’s needs in the context of the cash flow
forecast, taking into the account any breach of loan
covenants which may trigger early repayment of
loans;

e assessing sensitivity analyses of the key assumptions
(including forecasted sales volumes, average selling
prices, raw materials costs and necessary capital
expenditure for production) adopted in the cash flow
forecast and assessing the impact on the conclusions
of the going concern assessment; and

e assessing the related disclosures in the consolidated
financial statements with reference to the
requirements of the prevailing accounting standards.
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Information other than the consolidated financial statements and auditor’s report
thereon

The directors are responsible for the other information. The other information comprises all the information included in
the annual report, other than the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

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

If, based on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the consolidated financial statements

The directors are responsible for the preparation of the consolidated financial statements that give a true and fair view
in accordance with IFRSs issued by the IASB and the disclosure requirements of the Hong Kong Companies Ordinance
and for such internal control as the directors determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the directors either intend to liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

The directors are assisted by the Audit Committee in discharging their responsibilities for overseeing the Group’s financial
reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
This report is made solely to you, as a body, and for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.
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Auditor’s responsibilities for the audit of the consolidated financial statements
(CONTINUED)

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain professional scepticism
throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of the Group’s
internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the directors.

e Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group's ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the Group
to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the consolidated financial statements. We are responsible for the
direction, supervision and performance of the group audit. We remain solely responsible for our audit opinion.
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Auditor’s responsibilities for the audit of the consolidated financial statements
(CONTINUED)

We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements
regarding independence and communicate with them all relationships and other matters that may reasonably be thought
to bear on our independence and, where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated with the Audit Committee, we determine those matters that were of most significance
in the audit of the consolidated financial statements of the current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent auditor’s report is Chu Man Wai.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

21 March 2022
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2021
(Expressed in RMB)

2021 2020
Note RMB’'000 RMB’'000
Revenue 4 3,762,629 2,259,402
Cost of sales (3,345,114) (2,155,002)
Gross profit 4(b) 417,515 104,400
Other income 5 21,232 16,733
Selling expenses (98,518) (51,580)
Administrative expenses (121,635) (116,639)
Profit/(loss) from operations 218,594 (47,086)
Finance costs 6(a) (118,839) (97,044)
Profit/(loss) before taxation 6 99,755 (144,130)
Income tax 7 (16,816) 26,226
Profit/(loss) for the year 82,939 (117,904)
Other comprehensive income for the year (after tax):
Item that may be reclassified subsequently to profit or loss:

— Exchange differences on translation into presentation currency (1,555) (985)
Total comprehensive income for the year 81,384 (118,889)
Profit/(loss) for the year attributable to:

Equity shareholders of the Company 82,939 (116,417)

Non-controlling interests = (1,487)
Profit/(loss) for the year 82,939 (117,904)
Total comprehensive income for the year attributable to:

Equity shareholders of the Company 81,384 (117,402)

Non-controlling interests = (1,487)
Total comprehensive income for the year 81,384 (118,889)
Earnings/(loss) per share 10

Basic (RMB) 0.06 0.08)

Diluted (RMB) 0.06 0.08)

The notes on pages 96 to 151 form part of these financial statements.
of the Company are set out in Note 23(d).

Details of dividends payable to equity shareholders
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 December 2021
(Expressed in RMB)

2021 2020
Note RMB’000 RMB’000
Non-current assets
Property, plant and equipment 11 1,873,900 1,922,593
Deferred tax assets 21(b) - 19,254
1,873,900 1,941,847
Current assets
Inventories 13 779,594 494,951
Trade and bills receivables 14 1,518,690 752,695
Prepayments, deposits and other receivables 15 27,690 83,017
Cash at bank and on hand 16 551,612 416,173
2,877,586 1,746,836
Current liabilities
Trade and bills payables 17 693,313 319,246
Other payables and accruals 18 223,357 159,335
Interest-bearing borrowings 19(a) 1,816,926 1,479,052
Lease liabilities 962 151
Current taxation 21(a) - 9,276
... 2,734,558 1,967,060
_Net current assets/(liabilities) 143,028 | (220,224)
Total assets less current liabilities 2,016,928 1,721,623
Non-current liabilities
Interest-bearing borrowings 19(b) 650,300 443,200
Lease liabilities 241 -
Deferred tax liabilities 21(b) 5,723 -
Deferred income 22 14,125 15,842
670,389 459,042

NET ASSETS 1,346,539 1,262,581
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

At 31 December 2021
(Expressed in RMB)

2021 2020
Note RMB’000 RMB’000
CAPITAL AND RESERVES 23
Share capital 134,362 134,263
Reserves 1,212,177 1,128,318
Total equity attributable to equity shareholders of the Company 1,346,539 1,262,581
Non-controlling interests - -
TOTAL EQUITY 1,346,539 1,262,581
Approved and authorised for issue by the board of directors on 21 March 2022.
Meng Fanyong Gan Shuya

Chairman Director

The notes on pages 96 to 151 form part of these financial statements.



9 2 Dalipal Holdings Limited
Annual Report 2021

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2021
(Expressed in RMB)

Attributable to equity shareholders of the Company

Non-
Share Share Capital Other  Exchange  Retained controlling Total
capital premium reserve reserves reserve profits Total interests equity

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
Note23(b)  Note 23(c)i)  Note 23(c)(i)  Note 23(c)(iii) ~ Note 23(c)(iv)

Balance at 1 January 2020 134,263 295,037 1,788 496,657 867 586,289 1,514,901 11,078 1,525979

Changes in equity for 2020:

Loss for the year - - - - - (Me417)  (116,417) (1,487)  (117,904)
Qther comprehensive income - - - - (985) - (985) - (985)
Total comprehensive income - - - - (985)  (116,417)  (117.402) (1.487)  (118,889)

Equity settled share-based transactions

(Note 20) - - 4,078 - - - 4,078 - 4,078
Distributions declared by a subsidiary of
the Group - - - - - - - (1,248) (1,248)
Dividends approved in respect of the
previous year - (135,907) - - - - (135,907) - (135907)
Acquisition of nan-controlling interests
(Note 12(iv)) - - - (3,089) - - (3,089) (8.343) (11,432)
Appropriation to reserves - - - 40,540 - (40,540) - - -
- (135,907) 4,078 37,451 - (405400 (134,918) (9,591)  (144,509)

Balance at 31 December 2020 134,263 159,130 5,866 534,108 (118) 429332 1,262,581 - 1,262,581
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)

For the year ended 31 December 2021
(Expressed in RMB)

Attributable to equity shareholders of the Company

Share Share Capital Other Exchange Retained Total
capital premium reserve reserves reserve profits equity
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB'000

Note 23(b) Note 23(c)(i) Note 23(c)(i) ~ Note 23(c)(iii) ~ Note 23(c)(iv)

Balance at 1 January 2021 134,263 159,130 5,866 534,108 (118) 429332 1,262,581

Changes in equity for 2021:

Profit for the year - - - - - 82,939 82939
Qther comprehensive income - - - - (1,555) - (1,555)
Total comprehensive income - - - - (1,555) 82,939 81,384
Shares issued under share option scheme 99 1224 (854) - - - 469
Equity settled share-based transactions (Note 20) - - 2,105 - - - 2,105
Appropriation to reserves - - - 9,774 - (9,774) -
N+ SO 17 S - SO S R O . 2574
Balance at 31 December 2021 134,362 160,354 717 543,882 (1,673) 502,497 1,346,539

The notes on pages 96 to 151 form part of these financial statements.
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CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 December 2021
(Expressed in RMB)

2021 2020
Note RMB’'000 RMB’'000
Cash flows from operating activities
Profit/(loss) before taxation 99,755 (144,130)
Adjustments for:
Depreciation expenses 6(c) 124,122 119,883
Finance costs 6(a) 118,839 97,044
Interest income 5 (2,097) (5,141)
Net loss on disposal of property, plant and equipment 5 308 2,123
Amortisation of deferred income 22 (1,717) (1,717)
Equity-settled share-based payments 6(b) 2,105 4,078
Changes in working capital:
Increase in inventories (284,643) (54,320)
(Increase)/decrease in trade and bills receivables (765,995) 161,935
(Increase)/decrease in prepayments, deposits and other receivables (635) 18,211
Increase in trade and bills payables 374,067 38,502
Decrease in other payables and accruals 68,171 25,887
Net (increase)/decrease in restricted deposits 16(a) (17,471) 134,600
Cash generated from operations (285,191) 396,955
Income tax paid 21(a) (1,115) (22,117)
Income tax refunded 21(a) - 1,461
Net cash (used in)/generated from operating activities (286,306) 376,299
Cash flows from investing activities
Payments for acquisitions of property, plant and equipment (84,664) (106,118)
Proceeds from disposal of property, plant and equipment 56,239 41
Interest received 2,097 5,141

Net cash used in investing activities (26,328) (100,936)
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CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)
For the year ended 31 December 2021

(Expressed in RMB)

2021 2020
Note RMB’'000 RMB’'000
Cash flows from financing activities

Proceeds from issuance of shares 23(b) 469 -

Proceeds from bank and other interest-bearing borrowings 16(b) 2,225,064 1,220,022
Repayment of bank and other interest-bearing borrowings 16(b) (1,680,090) (1,500,477)
Capital element of lease rentals paid 16(b) (792) (944)
Interest element of lease rentals paid 16(b) (55) (36)
Dividends paid - (135,907)
Distributions paid by a subsidiary of the Group - (1,248)
Acquisition of non-controlling interests - (11,432)
Interest paid 16(b) (113,092) (103,596)
_Net cash generated from/(used in) financing activites = 431,504 (533,618)_
Net increase/(decrease) in cash and cash equivalents 118,870 (258,255)
Effect of exchange rate changes on cash and cash equivalents (902) (1,592)

Cash and cash equivalents at the beginning of the year 16(a) 312,220 572,067

Cash and cash equivalents at the end of the year 16(a) 430,188 312,220

The notes on pages 96 to 151 form part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in RMB unless otherwise indicated)

1 Corporate information

Dalipal Holdings Limited (the “Company”) was incorporated in the Cayman Islands on 28 August 2018 as an
exempted company with limited liability under the Companies Law, Cap 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands. The Company’s shares were listed on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) on 8 November 2019 (the “Listing Date”). The Company and its subsidiaries
(together, the “Group”) are principally engaged in the development, manufacture and sale of oil country tubular
goods (“OCTG"), special seamless steel pipes and pipe billets.

2 Significant accounting policies
(a) Statement of compliance

These financial statements have been prepared in accordance with all applicable International Financial
Reporting Standards (“IFRSs”), which collective term includes all applicable individual International Financial
Reporting Standards, International Accounting Standards (“1ASs”) and Interpretations issued by the International
Accounting Standards Board (the “IASB”) and the disclosure 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 (the “Listing Rules”). Significant accounting policies
adopted by the Group are disclosed below.

The IASB has issued certain amendments IFRSs that are first effective or available for early adoption for the
current accounting period of the Group. Note 2(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 the Group’s financial statements.

(b) Basis of preparation of the financial statements
The consolidated financial statements for the year ended 31 December 2021 comprise the Group.

The measurement basis used in the preparation of the financial statements is the historical cost basis.

The Group recorded a net operating cash outflow of RMB286,306,000 for the year ended 31 December 2021.
As at 31 December 2021, the Group has outstanding interest-bearing borrowings of RMB1,816,926,000, which
were due within the next twelve months. In view of the volatility of operating environment, the Group has been
closely monitoring its liquidity requirements and financial position to ensure that it maintains ability to continue as
a going concern.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2 Significant accounting policies (CONTINUED)
(b) Basis of preparation of the financial statements (continued)

The directors of the Company have been undertaking certain measures to improve the Group’s liquidity and
financial position, including:

(i) The Group has maintained its long-term strong business relationship with its major banks to get their
continuing support. The Group is actively discussing with its banks for renewal of bank borrowings, which
will be due in the year ending 31 December 2022. From 1 January 2022 to the date of authorisation of the
financial statements, the Group has renewed bank borrowings of RMB150,800,000. The directors are of the
opinion that the Group will be able to either renew or obtain new banking facilities to supplement liquidity
of the Group at adequate level during the year ending 31 December 2022; and

(i) The Group has been implementing various strategies to develop new market while maintaining strong
relationship with current principal customers to generate additional operating cash inflows and putting extra
efforts on the collection of trade debtors to improve the Group’s operating cash flows.

Based on a cash flow forecast of the Group for the next twelve months ending 31 December 2022 prepared
by management, which has taken into account the fact that most of the Group’s bank borrowings will be
refinanced, the directors of the Company consider that there are no material uncertainties related to events or
conditions which, individually or collectively, may cast significant doubt on the Group’s ability to continue as a
going concern.

Accordingly, the directors of the Company consider it is appropriate to prepare the consolidated financial
statements on a going concern basis.

The preparation of financial statements in conformity with IFRSs 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.

Judgements made by management in the application of IFRSs that have significant effect on the financial
statements and major sources of estimation uncertainty are discussed in Note 3.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2 Significant accounting policies (CONTINUED)

(c)

(d)

Changes in accounting policies

The 1ASB has issued the following amendments to IFRSs that are first effective for the current accounting period
to the Group:

e Amendment to IFRS 16, Covid-19-related rent concessions beyond 30 June 2021
e Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16, Interest rate benchmark reform — phase 2

None of these developments have had a material effect on how the Group’s results and financial position for
the current or prior periods have been prepared or presented. The Group has not applied any new standard or
interpretation that is not yet effective for the current accounting period.

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed, or has rights,
to variable returns from its involvement with the entity and has the ability to affect those returns through its
power over the entity. When assessing whether the Group has power, only substantive rights (held by the Group
and other parties) are considered.

An investment in a subsidiary is consolidated into the consolidated financial statements from the date that
control commences until the date that control ceases. Intra-group balances, transactions and cash flows and
any unrealised profits arising from intra-group transactions are eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting from intra-group transactions are eliminated in the same way as
unrealised gains but only to the extent that there is no evidence of impairment.

Non-controlling interests represent the equity in a subsidiary not attributable directly or indirectly to the
Company, and in respect of which the Group has not agreed any additional terms with the holders of those
interests which would result in the Group as a whole having a contractual obligation in respect of those interests
that meets the definition of a financial liability. For each business combination, the Group can elect to measure
any non-controlling interests either at fair value or at the non-controlling interests’ proportionate share of the
subsidiary’s net identifiable assets.

Non-controlling interests are presented in the consolidated statement of financial position within equity,
separately from equity attributable to the equity shareholders of the Company. Non-controlling interests in
the results of the Group are presented on the face of the consolidated statement of profit or loss and other
comprehensive income as an allocation of the total profit or loss and total comprehensive income for the year
between non-controlling interests and the equity shareholders of the Company.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2 Significant accounting policies (CONTINUED)
(d) Subsidiaries and non-controlling interests (continued)

(e)

Changes in the Group's interests in a subsidiary that do not result in a loss of control are accounted for as equity
transactions, whereby adjustments are made to the amounts of controlling and non-controlling interests within
consolidated equity to reflect the change in relative interests, but no adjustments are made to goodwill and no
gain or loss is recognised.

When the Group loses control of a subsidiary, it is accounted for as a disposal of the entire interest in that
subsidiary, with a resulting gain or loss being recognised in profit or loss. Any interest retained in that former
subsidiary at the date when control is lost is recognised at fair value and this amount is regarded as the fair value
on initial recognition of a financial asset or, when appropriate, the cost on initial recognition of an investment in
an associate or joint venture.

In the Company’s statement of financial position, an investment in a subsidiary is stated at cost less impairment
losses (see Note 2(h)).

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses (see Note
2(h)).

The cost of self-constructed items of property, plant and equipment includes the cost of materials, direct labour,
the initial estimate, where relevant, of the costs of dismantling and removing the items and restoring the site on
which they are located, and an appropriate proportion of production overheads and borrowing costs (see Note

2().

Gains or losses arising from the retirement or disposal of an item of property, plant and equipment are
determined as the difference between the net disposal proceeds and the carrying amount of the item and are
recognised in profit or loss on the date of retirement or disposal.

Depreciation is calculated to write off the cost of items of property, plant and equipment, less their estimated
residual values, if any, using the straight-line method over their estimated useful lives as follows:

Estimated useful lives

Plant and buildings 20-40 years
Machinery and equipment 3-15 years
Vehicles and other equipment 3-8 years
Right-of-use assets Over the term of lease

Where parts of an item of property, plant and equipment have different useful lives, the cost of the item is
allocated on a reasonable basis between the parts and each part is depreciated separately. Both the useful
life of an asset and its residual value, if any, are reviewed annually. No depreciation is provided in respect of
construction in progress until it is completed and ready for its intended use.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2 Significant accounting policies (CONTINUED)

(f)

(9)

Research and development expenditures

Expenditure on research activities is recognised as an expense in the period in which it is incurred. Expenditure
on development activities is capitalised if the product or process is technically and commercially feasible and the
Group has sufficient resources and the intention to complete development. The expenditure capitalised includes
the costs of materials, direct labour, and an appropriate proportion of overheads and borrowing costs, where
applicable. Capitalised development costs are stated at cost less accumulated amortisation and impairment
losses. Other development expenditure is recognised as an expense in the period in which it is incurred.

Leased assets

At inception of a contract, the Group assesses whether the contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time
in exchange for consideration. Control is conveyed where the Group has both the right to direct the use of the
identified asset and to obtain substantially all of the economic benefits from that use.

(i) As alessee
Where the contract contains lease component(s) and non-lease component(s), the Group has elected not
to separate non-lease components and accounts for each lease component and any associated non-lease
components as a single lease component for all leases.

At the lease commencement date, the Group recognises a right-of-use asset and a lease liability, except
for short-term leases that have a lease term of 12 months or less and leases of low-value assets. When the
Group enters into a lease in respect of a low-value asset, the Group decides whether to capitalise the lease
on a lease-by-lease basis. The lease payments associated with those leases which are not capitalised are
recognised as an expense on a systematic basis over the lease term.

Where the lease is capitalised, the lease liability is initially recognised at the present value of the lease
payments payable over the lease term, discounted using the interest rate implicit in the lease or, if that rate
cannot be readily determined, using a relevant incremental borrowing rate. After initial recognition, the lease
liability is measured at amortised cost and interest expense is calculated using the effective interest method.
Variable lease payments that do not depend on an index or rate are not included in the measurement of the
lease liability and hence are charged to profit or loss in the accounting period in which they are incurred.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2 Significant accounting policies (CONTINUED)
(g) Leased assets (continued)

(i) As a lessee (continued)

The right-of-use asset recognised when a lease is capitalised is initially measured at cost, which comprises
the initial amount of the lease liability plus any lease payments made at or before the commencement date,
and any initial direct costs incurred. Where applicable, the cost of the right-of-use assets also includes an
estimate of costs to dismantle and remove the underlying asset or to restore the underlying asset or the site
on which it is located, discounted to their present value, less any lease incentives received. The right-of-use
asset is subsequently stated at cost less accumulated depreciation and impairment losses (see Notes 2(e) and
2(h)).

The lease liability is remeasured when there is a change in future lease payments arising from a change in
an index or rate, or there is a change in the Group's estimate of the amount expected to be payable under
a residual value guarantee, or there is a change arising from the reassessment of whether the Group will
be reasonably certain to exercise a purchase, extension or termination option. When the lease liability is
remeasured in this way, a corresponding adjustment is made to the carrying amount of the right-of-use asset,
or is recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to zero.

The lease liability is also remeasured when there is a change in the scope of a lease or the consideration for a
lease that is not originally provided for in the lease contract (“lease modification”) that is not accounted for as
a separate lease. In this case the lease liability is remeasured based on the revised lease payments and lease
term using a revised discount rate at the date of the modification. The only exceptions are rent concessions
that occurred as direct consequence of the COVID-19 pandemic and met the conditions set out in paragraph
46B of IFRS 16 Leases. In such cases, the Group has taken advantage of the practical expedient not to
assess whether the rent concessions are lease modifications, and recognised the change in consideration as
negative variable lease payments in profit or loss in the period in which the event or condition that triggers
the rent concessions occurred.

In the consolidated statement of financial position, the current portion of long-term lease liabilities is
determined as the present value of contractual payments that are due to be settled within twelve months
after the reporting period.

(ii) As a lessor
When the Group acts as a lessor, it determines at lease inception whether each lease is a finance lease or
an operating lease. A lease is classified as a finance lease if it transfers substantially all the risks and rewards
incidental to the ownership of an underlying assets to the lessee. If this is not the case, the lease is classified as
an operating lease.

When a contract contains lease and non-lease components, the Group allocates the consideration in the
contract to each component on a relative stand-alone selling price basis. The rental income from operating
leases is recognised in accordance with Note 2(r).
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2 Significant accounting policies (CONTINUED)
(h) Credit losses and impairment of assets

(i) Credit losses from financial instruments

The Group recognises a loss allowance for expected credit losses (“ECLs"”) on financial assets measured at
amortised cost (including cash and cash equivalents and trade and other receivables).

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of
all expected cash shortfalls (i.e. the difference between the cash flows due to the Group in accordance with
the contract and the cash flows that the Group expects to receive).

The expected cash shortfalls of fixed-rate financial assets, trade and other receivables and contract assets
are discounted using the effective interest rate determined at initial recognition or an approximation thereof
where the effect of discounting is material.

The maximum period considered when estimating ECLs is the maximum contractual period over which the
Group is exposed to credit risk.

In measuring ECLs, the Group takes into account reasonable and supportable information that is available
without undue cost or effort. This includes information about past events, current conditions and forecasts
of future economic conditions.

ECLs are measured on either of the following bases:

— 12-month ECLs: these are losses that are expected to result from possible default events within the 12
months after the reporting date; and

— lifetime ECLs: these are losses that are expected to result from all possible default events over the
expected lives of the items to which the ECL model applies.

Loss allowances for trade receivables and contract assets are always measured at an amount equal to
lifetime ECLs. ECLs on these financial assets are estimated using a provision matrix based on the Group's
historical credit loss experience, adjusted for factors that are specific to the debtors and an assessment of
both the current and forecast general economic conditions at the reporting date.

For all other financial instruments, the Group recognises a loss allowance equal to 12-month ECLs unless
there has been a significant increase in credit risk of the financial instrument since initial recognition, in
which case the loss allowance is measured at an amount equal to lifetime ECLs.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2 Significant accounting policies (CONTINUED)
(h) Credit losses and impairment of assets (continued)

(i) Credit losses from financial instruments (continued)

Significant increases in credit risk

In assessing whether the credit risk of a financial instrument has increased significantly since initial
recognition, the Group compares the risk of default occurring on the financial instrument assessed at
the reporting date with that assessed at the date of initial recognition. In making this reassessment, the
Group considers that a default event occurs when the borrower is unlikely to pay its credit obligations to
the Group in full, without recourse by the Group to actions such as realising security (if any is held). The
Group considers both quantitative and qualitative information that is reasonable and supportable, including
historical experience and forward-looking information that is available without undue cost or effort.

In particular, the following information is taken into account when assessing whether credit risk has
increased significantly since initial recognition:

— failure to make payments on their contractually due dates;

— an actual or expected significant deterioration in a financial instrument’s external or internal credit
rating (if available);

— an actual or expected significant deterioration in the operating results of the debtor; and

— existing or forecast changes in the market, economic or legal environment that have a significant
adverse effect on the debtor’s ability to meet its obligation to the Group.

Depending on the nature of the financial instruments, the assessment of a significant increase in credit
risk is performed on either an individual basis or a collective basis. When the assessment is performed on
a collective basis, the financial instruments are grouped based on shared credit risk characteristics, such as
past due status and credit risk ratings.

ECLs are remeasured at each reporting date to reflect changes in the financial instrument’s credit risk since
initial recognition. Any change in the ECL amount is recognised as an impairment gain or loss in profit or
loss. The Group recognises an impairment gain or loss for all financial instruments with a corresponding
adjustment to their carrying amount through a loss allowance account.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2 Significant accounting policies (CONTINUED)
(h) Credit losses and impairment of assets (continued)

(i)

(i)

Credit losses from financial instruments (continued)

Basis of calculation of interest income

Interest income recognised in accordance with Note 2(r) is calculated based on the gross carrying amount
of the financial asset unless the financial asset is credit-impaired, in which case interest income is calculated
based on the amortised cost (i.e. the gross carrying amount less loss allowance) of the financial asset.

At each reporting date, the Group assesses whether a financial asset is credit-impaired. A financial asset is
credit-impaired when one or more events that have a detrimental impact on the estimated future cash flows

of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable events:

significant financial difficulties of the debtor;
— abreach of contract, such as a default or delinquency in payments;
— it becoming probable that the borrower will enter into bankruptcy or other financial reorganisation; or

— significant changes in the market, economic or legal environment that have an adverse effect on the
debtor.

Write-off policy

The gross carrying amount of a financial asset or contract asset is written off (either partially or in full) to the
extent that there is no realistic prospect of recovery. This is generally the case when the Group determines
that the debtor does not have assets or sources of income that could generate sufficient cash flows to repay
the amounts subject to the write-off.

Subsequent recoveries of an asset that was previously written off are recognised as a reversal of impairment
in profit or loss in the period in which the recovery occurs.

Impairment of other assets
Internal and external sources of information are reviewed at the end of each reporting period to identify
indications that the following assets may be impaired or, an impairment loss previously recognised no longer
exists or may have decreased:

—  property, plant and equipment; and

— investment in a subsidiary in the Company’s statement of financial position.
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2 Significant accounting policies (CONTINUED)
(h) Credit losses and impairment of assets (continued)

(i) Impairment of other assets (continued)
If any such indication exists, the asset’s recoverable amount is estimated.

— Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs of disposal and value in use.
In assessing value in use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of time value of money and the risks
specific to the asset. Where an asset does not generate cash inflows largely independent of those from
other assets, the recoverable amount is determined for the smallest group of assets that generates cash
inflows independently (i.e. a cash-generating unit). A portion of the carrying amount of a corporate asset
(for example, head office building) is allocated to an individual cash-generating unit if the allocation
can be done on a reasonable and consistent basis, or to the smallest group of cash-generating units if
otherwise.

- Recognition of impairment losses
An impairment loss is recognised in profit or loss if the carrying amount of an asset, or the cash-
generating unit to which it belongs, exceeds its recoverable amount. Impairment losses recognised in
respect of cash-generating units are allocated to reduce the carrying amount of the assets in the unit (or
group of units) on a pro rata basis, except that the carrying value of an asset will not be reduced below
its individual fair value less costs of disposal (if measurable) or value in use (if determinable).

— Reversals of impairment losses
An impairment loss is reversed if there has been a favourable change in the estimates used to determine
the recoverable amount.

A reversal of an impairment loss is limited to the asset’s carrying amount that would have been
determined had no impairment loss been recognised in prior years. Reversals of impairment losses are
credited to profit or loss in the year in which the reversals are recognised.

(i) Inventories

Inventories are assets which are held for sale in the ordinary course of business, in the process of production for
such sale or in the form of materials or supplies to be consumed in the production process.

Inventories are carried at the lower of cost and net realisable value.

Cost is calculated using the weighted average cost formula and comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the inventories to their present location and condition.

Net realisable 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.

When inventories are sold, the carrying amount of those inventories is recognised as an expense in the period in
which the related revenue is recognised.

The amount of any write-down of inventories to net realisable value and all losses of inventories are recognised
as an expense in the period the write-down or loss occurs. The amount of any reversal of any write-down of
inventories is recognised as a reduction in the amount of inventories recognised as an expense in the period in
which the reversal occurs.
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2 Significant accounting policies (CONTINUED)

()

(k)

M

Contract assets and contract liabilities

A contract asset is recognised when the Group recognises revenue (see Note 2(r)) before being unconditionally
entitled to the consideration under the payment terms set out in the contract. Contract assets are assessed for
ECLs in accordance with the policy set out in Note 2(h) and are reclassified to receivables when the right to the
consideration has become unconditional (see Note 2(k)).

A contract liability is recognised when the customer pays consideration before the Group recognises the related
revenue (see Note 2(r)). A contract liability would also be recognised if the Group has an unconditional right to
receive consideration before the Group recognises the related revenue. In such cases, a corresponding receivable
would also be recognised (see Note 2(k)).

For a single contract with the customer, either a net contract asset or a net contract liability is presented. For
multiple contracts, contract assets and contract liabilities of unrelated contracts are not presented on a net basis.

When the contract includes a significant financing component, the contract balance includes interest accrued
under the effective interest method (see Note 2(r)).

Trade and other receivables

A receivable is recognised when the Group has an unconditional right to receive consideration. A right to receive
consideration is unconditional if only the passage of time is required before payment of that consideration is
due. If revenue has been recognised before the Group has an unconditional right to receive consideration, the
amount is presented as a contract asset (see Note 2())).

Trade receivables that do not contain a significant financing component are initially measured at their transaction
price. Trade receivables that contain a significant financing component and other receivables are initially
measured at fair value plus transaction costs. All receivables are subsequently stated at amortised cost using the
effective interest method and including an allowance for credit losses (see Note 2(h)).

Insurance reimbursement is recognised and measured in accordance with note 2(q).

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes in value, having been within three months of maturity at
acquisition. Cash and cash equivalents are assessed for ECLs in accordance with the policy set out in Note 2(h).
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2 Significant accounting policies (CONTINUED)
(m) Trade and other payables

Trade and other payables are initially recognised at fair value. Subsequent to initial recognition, trade and other
payables are stated at amortised cost using the effective interest method unless the effect of discounting would
be immaterial, in which case they are stated at invoice amounts.

(n) Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method.
Interest expenses is recognised in accordance with the Group’s accounting policy for borrowing costs (see Note

2().

(o) Employee benefits

(i)

(ii)

Short-term employee benefits and contributions to defined contribution retirement plans

Salaries, annual bonuses, paid annual leave, contributions to defined contribution retirement plans and
the cost of non-monetary benefits are accrued in the year in which the associated services are rendered by
employees. Where payment or settlement is deferred and the effect would be material, these amounts are
stated at their present values.

Share-based payments

The fair value of share options granted to employees is recognised as an employee cost with a corresponding
increase in a capital reserve within equity. The fair value is measured at grant date using the Binomial Option
Pricing Model, taking into account the terms and conditions upon which the share options were granted.
Where the employees have to meet vesting conditions before becoming unconditionally entitled to the share
options, the total estimated fair value of the share options is spread over the vesting period, taking into
account the probability that the share options will vest.

During the vesting period, the number of share options that is expected to vest is reviewed. Any resulting
adjustment to the cumulative fair value recognised in prior years is charged/credited to the profit or loss
for the year of the review, unless the original employee expenses qualify for recognition as an asset, with a
corresponding adjustment to the capital reserve. On vesting date, the amount recognised as an expense is
adjusted to reflect the actual number of options that vest (with a corresponding adjustment to the capital
reserve) except where forfeiture is only due to not achieving vesting conditions that relate to the market
price of the Company’s shares. The equity amount is recognised in the capital reserve until either the share
option is exercised (when it is included in the amount recognised in share capital for the shares issued) or
the share option expires (when it is released directly to retained profits).

(iii) Termination benefits

Termination benefits are recognised at the earlier of when the Group can no longer withdraw the offer of
those benefits and when it recognises restructuring costs involving the payment of termination benefits.
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2 Significant accounting policies (CONTINUED)
(p) Income tax

Income tax for the year comprises current tax and movements in deferred tax assets and liabilities. Current tax
and movements in deferred tax assets and liabilities are recognised in profit or loss except to the extent that they
relate to business combinations, items recognised in other comprehensive income or directly in equity, in which
case the relevant amounts of tax are recognised in other comprehensive income or directly in equity, respectively.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the end of the reporting period, and any adjustment to tax payable in respect of
previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and liabilities for financial reporting purposes and their tax
bases. Deferred tax assets also arise from unused tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to the extent that it
is probable that future taxable profits will be available against which the asset can be utilised, are recognised.
Future taxable profits that may support the recognition of deferred tax assets arising from deductible temporary
differences include those that will arise from the reversal of existing taxable temporary differences, provided
those differences relate to the same taxation authority and the same taxable entity, and are expected to reverse
either in the same period as the expected reversal of the deductible temporary difference or in periods into which
a tax loss arising from the deferred tax asset can be carried back or forward. The same criteria are adopted when
determining whether existing taxable temporary differences support the recognition of deferred tax assets arising
from unused tax losses and credits, that is, those differences are taken into account if they relate to the same
taxation authority and the same taxable entity, and are expected to reverse in a period, or periods, in which the
tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax assets and liabilities are those temporary differences arising
from the initial recognition of assets or liabilities that affect neither accounting nor taxable profit (provided that
they are not part of a business combination), and temporary differences relating to investments in subsidiaries
to the extent that, in the case of taxable differences, the Group controls the timing of reversal and it is probable
that the differences will not reverse in the foreseeable future, or in the case of deductible differences, unless it is
probable that they will reverse in the future.

The amount of deferred tax recognised is measured based on the expected manner of realisation or settlement
of the carrying amount of the assets and liabilities, using tax rates enacted or substantively enacted at the end of
the reporting period. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at the end of each reporting period and is reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow the related tax benefit
to be utilised. Any such reduction is reversed to the extent that it becomes probable that sufficient taxable profits
will be available.
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2 Significant accounting policies (CONTINUED)

(p)

(q)

(r)

Income tax (continued)

Current tax balances and deferred tax balances, and movements therein, are presented separately from each
other and are not offset. Current tax assets are offset against current tax liabilities, and deferred tax assets
against deferred tax liabilities, if the Company or the Group has the legally enforceable right to set off current
tax assets against current tax liabilities and the following additional conditions are met:

— in the case of current tax assets and liabilities, the Company or the Group intends either to settle on a net
basis, or to realise the asset and settle the liability simultaneously; or

— in the case of deferred tax assets and liabilities, if they relate to income taxes levied by the same taxation
authority on either:

— the same taxable entity; or

— different taxable entities, which, in each future period in which significant amounts of deferred tax
liabilities or assets are expected to be settled or recovered, intend to realise the current tax assets and
settle the current tax liabilities on a net basis or realise and settle simultaneously.

Provisions and contingent liabilities

Provisions are recognised when the Group has a legal or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic benefits will be required to settle the obligation and a reliable
estimate can be made. Where the time value of money is material, provisions are stated at the present value of
the expenditure expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be estimated
reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow of economic benefits is
remote. Possible obligations, whose existence will only be confirmed by the occurrence or non-occurrence of one
or more future events are also disclosed as contingent liabilities unless the probability of outflow of economic
benefits is remote.

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another
party, a separate asset is recognised for any expected reimbursement that would be virtually certain. The amount
recognised for the reimbursement is limited to the carrying amount of the provision.

Revenue and other income

Income is classified by the Group as revenue when it arises from the sale of goods in the ordinary course of the
Group's business.

Revenue is recognised when control over a product is transferred to the customer at the amount of promised
consideration to which the Group is expected to be entitled, excluding those amounts collected on behalf of
third parties. Revenue excludes value added tax or other sales taxes and is after deduction of any trade discounts.
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2 Significant accounting policies (CONTINUED)
(r) Revenue and other income (continued)
Further details of the Group’s revenue and other income recognition policies are as follows:

Sale of goods

Revenue is recognised when the customer takes possession of and accepts the products. If the products
are a partial fulfilment of a contract covering other goods and/or services, then the amount of revenue
recognised is an appropriate proportion of the total transaction price under the contract, allocated between
all the goods and services promised under the contract on a relative stand-alone selling price basis.

Interest income

Interest income is recognised as it accrues using the effective interest method. For financial assets measured
at amortised cost that are not credit-impaired, the effective interest rate is applied to the gross carrying
amount of the asset. For credit-impaired financial assets, the effective interest rate is applied to the
amortised cost (i.e. gross carrying amount net of loss allowance) of the asset (see Note 2(h)).

Government grants

Government grants are recognised in the statement of financial position initially when there is reasonable
assurance that they will be received and that the Group will comply with the conditions attaching to them.
Grants that compensate the Group for expenses incurred are recognised as other income in profit or loss
on a systematic basis in the same periods in which the expenses are incurred. Grants that compensate the
Group for the cost of an asset are recognised as deferred income and subsequently recognised in profit or
loss on a systematic basis over the useful life of the asset.

Rental income from operating leases

Rental income receivable under operating leases is recognised in profit or loss in equal instalments over the
periods covered by the lease term, except where an alternative basis is more representative of the pattern of
benefits to be derived from the use of the leased asset. Lease incentives granted are recognised in profit or
loss as an integral part of the aggregate net lease payments receivable. Contingent rentals are recognised as
other income in the accounting period in which they are earned.
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2 Significant accounting policies (CONTINUED)
(s) Translation of foreign currencies

(t)

Foreign currency transactions during the year are translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities denominated in foreign currencies are translated at the foreign
exchange rates ruling at the end of the reporting period. Exchange gains and losses are recognised in profit or
loss.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are
translated using the foreign exchange rates ruling at the transaction dates. The transaction date is the date on
which the Group initially recognises such non-monetary assets or liabilities.

The results of foreign operations are translated into RMB, the Group’s presentation currency, at the exchange
rates approximating the foreign exchange rates ruling at the dates of the transactions. Statement of financial
position items are translated into RMB at the closing foreign exchange rates at the end of the reporting period.
The resulting exchange differences are recognised in other comprehensive income and accumulated separately in
equity in the exchange reserve.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised as part of
the cost of that asset. Other borrowing costs are expensed in the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost of a qualifying asset commences when expenditure for
the asset is being incurred, borrowing costs are being incurred and activities that are necessary to prepare the
asset for its intended use or sale are in progress. Capitalisation of borrowing costs is suspended or ceases when
substantially all the activities necessary to prepare the qualifying asset for its intended use or sale are interrupted
or complete.

(u) Related parties

(@) A person, or a close member of that person’s family, is related to the Group if that person:
(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

(iii) is @ member of the key management personnel of the Group or the Group’s parent.
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2 Significant accounting policies (CONTINUED)

(u)

(v)

Related parties (continued)
(b) An entity is related to the Group if any of the following conditions applies:

(i) The entity and the Group are members of the same group.

(i) One entity is an associate or joint venture of the other entity (or an associate or joint venture of a
member of a group of which the other entity is a member).

(iii) Both entities are joint ventures of the same third party.
(iv) One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

(v) The entity is a post-employment benefit plan for the benefit of employees of either the Group or an
entity related to the Group.

(vi) The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a)(i) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity).

(viii) The entity, or any member of a group of which it is a part, provides key management personnel services
to the Group or to the Group's parent.

Close members of the family of a person are those family members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.

Segment reporting

Operating segments, and the amounts of each segment item reported in the consolidated financial statements,
are identified from the financial information provided regularly to the Group’s most senior executive
management for the purposes of allocating resources to, and assessing the performance of, the Group'’s various
lines of business and geographical locations.

Individually material operating segments are not aggregated for financial reporting purposes unless the
segments have similar economic characteristics and are similar in respect of the nature of products, the nature
of production processes, the type or class of customers, the methods used to distribute the products, and
the nature of the regulatory environment. Operating segments which are not individually material may be
aggregated if they share a majority of these criteria.
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3 Accounting judgement and estimates
Critical accounting judgement

Management has made judgement about the Group’s ability to continue as a going concern and concluded that
there are no material uncertainties related to events or conditions which, individually or collectively, may cast
significant doubt on the Group’s ability to continue as a going concern. Further information is set out in note 2(b).

Key sources of estimation uncertainty

Notes 20 and 24 contain information about the assumptions and their risk factors relating to fair value of share
options granted and financial instruments. Other key sources of estimation uncertainty are as follows:

(a)

(b)

(c)

Expected credit losses for receivables

The credit losses for trade and other receivables are based on assumptions about the expected loss rates. The
Group uses judgement in making these assumptions and selecting the inputs to the impairment calculation,
which are based on the Group’s past collection history, existing market conditions as well as forward looking
estimates at the end of each reporting period. For details of the key assumptions and inputs used, see Note
24(a). Changes in these assumptions and estimates could materially affect the result of the assessment and it
may be necessary to make additional loss allowances in future periods.

Impairment of property, plant and equipment

If circumstances indicated that the carrying amount of property, plant and equipment may not be recoverable,
the asset may be considered “impaired”, and an impairment loss may be recognised in accordance with
accounting policy for impairment of property, plant and equipment as described in Note 2(h). These assets
are tested for impairment periodically or whenever the events or changes in circumstances indicate that their
recorded carrying amounts may not be recoverable. When such a decline has occurred, the carrying amount is
reduced to recoverable amount. The recoverable amount is the greater of the fair value less costs of disposal and
value in use. In determining the value in use, expected future cash flows generated by the asset are discounted
to their present value, which requires significant judgement relating to the level of revenue and amount of
operating costs. The Group uses all readily available information in determining an amount that is a reasonable
approximation of the recoverable amount, including estimates based on reasonable and supportable assumptions
and projections of the level of revenue and amount of operating costs. Changes in these estimates could have a
significant impact on the recoverable amount of the assets and could result in additional impairment charge or
reversal of impairment in future periods.

Depreciation

Property, plant and equipment are depreciated on a straight-line basis over the estimated useful lives of the assets,
after taking into account the estimated residual values. The management of the Group reviews the estimated
useful lives and residual values, if any, of the property, plant and equipment regularly in order to determine the
amount of depreciation expenses to be recorded during any reporting period. The determination of the useful
lives and residual values, if any, are based on historical experience with similar assets and taking into account
anticipated changes on how such assets are to be deployed. The depreciation expense for future periods is
adjusted if there are significant changes from previous estimates.
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4 Revenue and segment reporting
(a) Revenue
The Group is principally engaged in the development, manufacture and sale of OCTG, special seamless steel
pipes and pipe billets. All of the revenue of the Group is recognised at a point in time. The customers obtain

control of the products when they are delivered to and have been accepted at premises determined by the
customers. Acceptance notes are generated and revenue is recognised at that point in time.

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

2021 2020

RMB’000 RMB’000

Sales of OCTG 1,674,047 1,060,130
Sales of special seamless steel pipes 1,896,426 714,910
Sales of pipe billets 192,156 484,362
3,762,629 2,259,402

Revenue from customers with whom transactions have exceeded 10% of the Group’s revenue is as follows:

2021 2020

RMB’'000 RMB'000

Customer A 483,588 245,528
Customer B 472,524 485,283
Customer C € 236,500

*

Transactions with these customers did not exceed 10% of the Group’s revenue in the respective year.

Details of concentration of credit risk arising from the Group’s customers are set out in Note 24(a).

(b) Segment reporting
The Group manages its businesses by products. In a manner consistent with the way in which information is
reported internally to the Group’s most senior executive management for the purposes of resource allocation
and performance assessment, the Group has presented the following three reportable segments. No operating
segments have been aggregated to form the following reportable segments.

(i)

OCTG: this segment includes primarily the manufacture and sale of OCTG.

Special seamless steel pipes: this segment includes primarily the manufacture and sale of special seamless
steel pipes.

Pipe billets: this segment includes primarily the manufacture and sale of pipe billets.

Segment results, assets and liabilities

For the purposes of assessing segment performance and allocating resources between segments, the
Group's most senior executive management monitors the results attributable to each reportable segment on
the following bases:

Revenue and expenses are allocated to the reportable segments with reference to sales generated by those
segments and the expenses incurred by those segments during normal operations. The measure used for
reporting segment result is gross profit, but excluded depreciation expenses, staff costs and utilities expenses
incurred during the suspension of production as a result of the COVID-19 pandemic. No inter-segment sales
have occurred for the years ended 31 December 2021 and 2020. Assistance provided by one segment to
another, including sharing of assets and technical know-how, is not measured.

The Group's other operating income and expenses, such as other income and selling and administrative
expenses, and assets and liabilities are not measured under individual segments. Accordingly, neither
information on segment assets and liabilities nor information concerning capital expenditure, interest income
and interest expenses is presented.
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4 Revenue and segment reporting (CONTINUED)
(b) Segment reporting (continued)
(i) Segment results, assets and liabilities (continued)
Information regarding the Group’s reportable segments as provided to the Group’s most senior executive

management for the purposes of resource allocation and assessment of segment performance the years
ended 31 December 2021 and 2020 is set out below:

2021
Special
seamless
OCTG steel pipes  Pipe billets Total
RMB’000 RMB’000 RMB’000 RMB’000
Revenue from external customers 1,674,047 1,896,426 192,156 3,762,629
Reportable segment gross profit 251,308 167,500 7,595 426,403
2020
Special
seamless
OCTG steel pipes Pipe billets Total
RMB’000 RMB’000 RMB’000 RMB'000
Revenue from external customers 1,060,130 714,910 484,362 2,259,402
Reportable segment gross profit 139,351 9,127 17,874 166,352

(iij) Reconciliation of reportable segment gross profit

2021 2020
RMB’000 RMB’000
Reportable segment gross profit (Note 4(b)(i)) 426,403 166,352
Depreciation expenses, staff costs and utilities incurred
during production suspension period as a result of
the COVID-19 pandemic (8,888) (61,952)

Reportable segment gross profit derived from
the Group’s external customers 417,515 104,400
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4 Revenue and segment reporting (CONTINUED)

(b) Segment reporting (continued)

(iii)

Geographic information

The following tables set out information about the geographical location of the Group's revenue from
external customers. The geographical information about the revenue prepared by location at which the

goods were delivered is as follows:

2021 2020
RMB’000 RMB’'000
Mainland China 3,401,670 2,070,767
Overseas:
Thailand 245,263 8,234
Oman 39,927 19,183
Australia 31,710 8,924
Gabon 16,690 35,788
Egypt 11,562 48,266
Turkmenistan - 48,302
Others 15,807 19,938
e iiii........_.......360959 188,635
3,762,629 2,259,402

All of the Group’s non-current assets are located in the PRC. Accordingly, no segment analysis based on

geographical location of the assets is provided.

5 Other income

2021 2020

RMB’000 RMB’000

Government grants (including amortisation of deferred income, see Note 22) 5,175 18,154
Interest income 2,097 5,141

Net loss on disposal of other property, plant and equipment (308) (2,123)

Net foreign exchange loss (277) (3,244)
Net gains on sale of scraps raw materials 15,110 85

Others (565) (1,280)
21,232 16,733
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6 Profit/(loss) before taxation
Profit/(loss) before taxation is arrived at after charging/(crediting):

(a) Finance costs

2021 2020

RMB’000 RMB’'000

Interest expenses on borrowings 98,427 90,060
Interest expenses on lease liabilities 55 36
Cash discounts 1,685 -
Others 18,672 6,948
118,839 97,044

(b) Staff costs*

2021 2020

RMB’000 RMB’000

Salaries, wages and other benefits 178,820 153,923
Contributions to defined contribution retirement plan 10,513 7,604
Equity-settled share-based payment expenses (Note 20) 2,105 4,078
191,438 165,605

The employees of the subsidiaries of the Group established in the PRC (excluding Hong Kong SAR) participate in
a defined contribution retirement benefit plan managed by the local government authority. Employees of these
subsidiaries are entitled to retirement benefits, calculated based on a percentage of the defined salaries level in
the PRC (excluding Hong Kong SAR), from the above-mentioned retirement plan at their normal retirement age.

The Group also operates a Mandatory Provident Fund Scheme (the “MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Scheme Ordinance for employees employed under the jurisdiction of the Hong
Kong Employment Ordinance. The MPF Scheme is a defined contribution retirement plan administered by
an independent trustee. Under the MPF Scheme, the employer and its employees are each required to make
contributions to the plan at 5% of the employees’ relevant income, subject to a cap of monthly relevant income
of Hong Kong Dollar (“HK$") 30,000. Contributions to the MPF Scheme vest immediately.

The Group has no further material obligation for payment of other retirement benefits beyond the above
contributions.
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6 Profit/(loss) before taxation (conTinUED)

(c) Other items

2021 2020
RMB’000 RMB’000

Depreciation expenses* (Note 11)

— owned property, plant and equipment 117,522 113,228

— right-of-use assets 6,600 6,655
Impairment losses reversed on trade receivables (Note 14(b)) (1,746) (2,995)
Impairment losses on prepayments and other receivables (Note 15) 106 2,689
Auditors’ remuneration

— audit services 2,200 2,242

— non-audit services 800 800
Research and development costs 25,223 24,983
Cost of inventories* (Note 13(b)) 3,336,226 2,093,050

#  Cost of inventories include RMB207,623,000 (2020: RMB150,398,000) relating to staff costs and depreciation expenses, which amounts
are also included in the respective amounts disclosed separately above or in Note 6(b) for each of these types of expenses.

Income tax in the consolidated statement of profit or loss and other

comprehensive income

(a) Taxation in the consolidated statement of profit or loss and other comprehensive income
represents:

2021 2020
RMB’000 RMB’000

Current taxation (Note 21(a)):

— Provision for the year 200 7,182
— Over-provision in respect of prior years (8,361) (5,270)
(8,161) 1,912

Deferred taxation (Note 21(b)):
— Origination and reversal of temporary differences 23,136 (21,259)
— Withholding tax in connection with the retained profits to be
distributed by a subsidiary of the Group/(change in applicable
withholding tax rate) 1,841 (6,879)

24,977 (28,138)
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Income tax in the consolidated statement of profit or loss and other
comprehensive income (CONTINUED)

(b) Reconciliation between tax expense and accounting profit at applicable tax rates:

2021 2020
RMB’000 RMB’000

Profit/(loss) before taxation 99,755 (144,130)

Expected tax on profit/(loss)before taxation, calculated at the rates

applicable to profits in the jurisdictions concerned (Notes (i), (i) and (iii)) 26,384 (29,800)
Tax effect of non-deductible expenses 2,065 951
Tax effect on preferential tax rate (3,055) 16,272
Tax effect on bonus deduction of research and development costs (2,058) (1,500)
Over-provision in respect of prior years (8,361) (5,270)
Tax effect of the withholding tax in connection with the retained profits to

be distributed by a subsidiary of the Group (Note (iv)) 1,841 (6,879)
Actual tax expense 16,816 (26,226)

Notes:

@

(ii)

(ifi)

(iv)

The Company and the subsidiaries of the Group incorporated in the Cayman Islands and British Virgin Islands (the “BVI") are not subject to
any income tax pursuant to the rules and regulations of their respective countries of incorporation.

The Company and the Hong Kong incorporated subsidiaries of the Group are subject to Hong Kong Profits Tax, which is calculated
at 16.5% (2020: 16.5%) of the estimated assessable profits for the year, except for one subsidiary of the Group which is a qualifying
corporation under the two-tiered Profits Tax rate regime.

For this subsidiary, the first HK$2,000,000 of assessable profits are taxed at 8.25% and the remaining assessable profits are taxed at
16.5%. The provision for Hong Kong Profits Tax for this subsidiary was calculated at the same basis in 2020.

The subsidiaries of the Group established in the PRC (excluding Hong Kong SAR) are subject to PRC Corporate Income Tax rate of 25% for
the year ended 31 December 2021 (2020: 25%). Dalipal Pipe was qualified as a “High and New Technology Enterprise” and is entitled to
the preferential tax rate of 15% for the three calendar years ended/ending 31 December 2021, 2022 and 2023.

One of the Group’s subsidiaries established in the PRC intended to distribute RMB36,821,000 to its immediate holding company outside of
Mainland China in the foreseeable future. Pursuant to the Sino-Hong Kong Double Tax Arrangement, the distribution is subject to a PRC
Withholding Tax rate of 5%. Accordingly, a deferred tax liability of RMB1,841,000 has been recognised at 31 December 2021.
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8 Directors’ emoluments

Directors’ emoluments disclosed pursuant to section 383(1) of the Hong Kong Companies Ordinance and Part 2 of
the Companies (Disclosure of Information about Benefits of Directors) Regulation are as follows:

Salaries,
allowances
and Retirement Share-based

Directors’ benefits- Discretionary scheme payments 2021
fees in-kind bonuses contributions  Sub-Total (Note 20) Total
RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Executive directors

Mr. Meng Fanyong (Chairman) - 481 - 28 509 - 509
Mr. Zhang Hongyao - 1,969 - 60 2,029 864 2,893
Ms. Xu Wenhong - 741 - 12 753 - 753
Mr. Meng Yuxiang - 650 - 44 694 - 694
Ms. Gan Shuya - 785 - 4 827 592 1,419
Mr. Yin Zhixiang - 629 - 12 641 - 641

Independent non-executive directors

Mr. Guo Kaigi 245 - - - 245 - 245
Mr. Wong Jovi Chi Wing 245 - - - 245 - 245
Mr. Cheng Haitao 245 - - - 245 - 245

135 5,255 = 198 6,188 1,456 7,644
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8 Directors’ emoluments (CONTINUED)

Salaries,
allowances
and Retirement Share-based
Directors' benefits-  Discretionary scheme payments 2020
fees in-kind bonuses  contributions Sub-Total (Note 20) Total

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Executive directors
Mr. Meng Fanyong (Chairman) - 619 - 2 643 - 643
Mr. Zhang Hongyao - 1,819 - 14 1,833 535 2,368
Ms. Xu Wenhong - 633 - 13 646 - 646
Mr. Meng Yuxiang - 588 - 37 625 - 625
Ms. Gan Shuya - 634 - 24 658 1,162 1,820
Mr. Yin Zhixiang - 666 - 13 679 - 679
Independent non-executive directors
Mr. Guo Kaigi 253 - - - 253 - 253
Mr. Wong Jovi Chi Wing 253 - - - 253 - 253
Mr. Cheng Haitao 253 - - - 253 - 253
759 4,959 - 125 5,843 1,697 7,540

Notes:

No emoluments were paid by the Group to the directors as an inducement to join or upon joining the Group or as compensation for loss of office.
There was no arrangement under which a director waived or agreed to waive any remuneration during the year.
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9 Individuals with highest emoluments

Of the five individuals with the highest emoluments two (2020: three) are directors whose emoluments are disclosed
in Note 8. The aggregate of the emoluments in respect of the other three (2020: two) individuals are as follows:

2021 2020

RMB’000 RMB’000

Salaries and other emoluments 2,811 1,593
Share-based payments (Note 20) 579 2,381
Retirement scheme contributions 66 19
3,456 3,993

The emoluments of the individuals who are not directors and who are amongst the five highest paid individuals of
the Group are within the following bands:

2021 2020
Number of Number of
individuals individuals

HK$Nil to HK$1,000,000 1 -
HK$1,000,001 to HK$1,500,000 1 -
HK$1,500,001 to HK$2,000,000 1 -
HK$2,000,001 to HK$2,500,000 - 2

3 2

No emoluments were paid by the Group to the above individuals as an inducement to join or upon joining the Group
or as compensation for loss of office.
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10 Earnings/(loss) per share
(a) Basic earnings/(loss) per share

The basic earnings per share for the year ended 31 December 2021 is calculated based on the profit attributable
to equity shareholders of the Company of RMB82,939,000 and the weighted average of 1,500,273,000 ordinary
shares in issue.

The basic loss per share for the year ended 31 December 2020 is calculated based on the loss attributable to
equity shareholders of the Company of RMB116,417,000 and the weighted average of 1,500,000,000 ordinary

shares in issue.

The calculation of the weighted average number of ordinary shares is as follows:

2021 2020
‘000 ‘000
Issued ordinary shares at 1 January 1,500,000 1,500,000
Shares issued under share option scheme 273 -
Weighted average number of shares in issue 1,500,273 1,500,000

(b) Diluted earnings/(loss) per share

The calculation of diluted earnings per share for the year ended 31 December 2021 is based on the profit
attributable to equity shareholders of the Company of RMB82,939,000 and the weighted average number of
ordinary shares (diluted) of 1,500,487,000.

The weighted average number of ordinary shares (diluted) for the year ended 31 December 2021 is calculated as

follows:
2021
‘000
Weighted average number of ordinary shares at 31 December 1,500,273
Effect of deemed issue of shares under the Company’s share option scheme (Note 20) 214
Weighted average number of ordinary shares (diluted) at 31 December 1,500,487

The diluted loss per share for the year ended 31 December 2020 has not taken into account the effect of the
outstanding share options as its inclusion would have decreased the loss per share, hence anti-dilutive.
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11 Property, plant and equipment
(a) Reconciliation of carrying amount

Machinery Vehicles
Plant and and and other Construction Right-of-use
buildings  equipment  equipment in progress assets Total

RMB’000 RMB'000 RMB'000 RMB'000 RMB000 RMB’000

Cost:

At 1 January 2020 932,176 1,272,516 23,031 119,099 264,312 2,611,134
Additions - 2,455 1,844 67,820 - 72,119
Transfer inf(out) 44,464 49,955 109 (94,528) - -
Disposals (18) (22,901) (1,428) - - (24,347)
At 31 December 2020 976,622 1,302,025 23,556 92,391 264,312 2,658,906
Additions 11,264 16,484 3,438 43,392 1,844 76,422

Transfer in/(out) 26,753 38,664 284 (65,701) - -
Disposals (1,274) (535) (1,148) - - (2,957)
At 31 December 2021 1,013,365 1,356,638 26,130 70,082 266,156 2,732,371

Accumulated depreciation:

At 1 January 2020 (176,645) (408,685) (11,611) - (41,672) (638,613)
Charge for the year (30,003) (80,886) (2,339 - (6,655) (119,883)
Written back on disposals 4 20,819 1,360 - - 22,183
At 31 December 2020 (206,644) (468,752) (12,590) - (48,327) (736,313)
Charge for the year (31,439) (83,561) (2,522) - (6,600) (124,122)
Written back on disposals 368 513 1,083 - - 1,964
At 31 December 2021 (237,715) (551,800) (14,029) - (54,927) (858,471)

Carrying amount:

At 31 December 2021 775,650 804,838 12,101 70,082 211,229 1,873,900
At 31 December 2020 769,978 833,273 10,966 92,391 215,985 1,922,593
Notes:

(i) The Group's property, plant and equipment are located in the PRC. The land use rights included in “Right-of-use assets” represent
premiums paid by the Group for land situated in the PRC. The lease terms of these land use rights ranged from 37 to 50 years.

(i) At 31 December 2021, property, plant and equipment of the Group with carrying amounts of RMB1,103,556,000 (2020:
RMB1,179,018,000) have been pledged as collateral for the Group's interest-bearing borrowings (see Note 19).

(i) At 31 December 2021, the Group is in the process of applying for registration of the ownership certificates for certain properties with an
aggregate carrying amount of RMB12,352,000 (2020: RMB12,833,000). The directors of the Company are of the opinion that the Group is
entitled to lawfully occupy and use these properties.
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11 Property, plant and equipment (conTivuED)
(b) Right-of-use assets
The analysis of the net book values of right-of-use assets by class of underlying assets is as follows:

2021 2020
RMB’'000 RMB'000

Properties leased for own use, carried at depreciated cost:
- Land use rights 210,085 215,848
— Office premises 1,144 137
211,229 215,985

The analysis of expense items in relation to leases recognised in profit or loss is as follows:

2021 2020
RMB’000 RMB'000

Depreciation charge of right-of-use assets by class of underlying assets
(Note 6(c)):

— Land use rights 5,763 5,763
— Office premises 837 892
6,600 6,655

Details of total cash outflow for leases and the maturity analysis of lease liabilities are set out in Note 16(c),
respectively.
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12 Investments in subsidiaries
The following list contains only the particulars of subsidiaries which principally affected the results, assets or liabilities

of the Group.

Proportion of ownership interest

Place of
establishment/
incorporation/
operation and Particulars of
date of registered/ The Group's Held by
establishment/ issuedand  effective the Held by Principal
Company name incorporation paid-up capital interest ~ Company subsidiaries activities
Dalipal Pipe The PRC RMB600,000,000 100% - 100%  Design, manufacture
ENERAEREERAR 18 September 1998 and sale of OCTG,
(Notes (i) and (iii) special seamless steel
pipes and pipe billets
Agile Rise Global Limited BVI United States 100% 100% - Investment holding
26 April 2018 Dollar ("US$") 1,
1 share of
US$1 each
Dalipal Hong Kong Company Limited Hong Kong 1 share 100% - 100% Investment holding
19 September 2018
Beauty Bright Group Limited BVI Uss$1, 100% 100% - Investment holding
("Beauty Bright") 19 September 2018 1 share of
US$1 each
Complete Glory Group Limited Hong Kong 1 share 100% - 100% Investment holding
19 October 2018
Dalipal (Cangzhou) Industrial Company The PRC RMB420,000,000 100% - 100% Investment holding
Limited ("Dalipal Industrial") 14 November 2018
ENECAM) EXARAA
(Notes (i) and (jii))
Xuanxiang (Cangzhou) Petroleum Pipe The PRC RMB200,000,000 100% - 100% Investment holding
Co., Ltd. ("Xuanxiang Pipe") 14 November 2018

5 (BM) BREBRAH]
(Notes (i) and (iii))

Notes:

(i)  These entities were registered as limited liability companies under the laws and regulations in the PRC.

(i) This entity was registered as a wholly foreign-owned enterprise under the laws and regulations in the PRC.

(i) The English translation of the names are for identification only. The official names of these entities are in Chinese.
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13 Inventories
(a) Inventories in the consolidated statement of financial position comprise:

2021 2020

RMB’'000 RMB'000

Raw materials 153,959 145,214
Work in progress 254,002 138,586
Finished goods 372,357 221,474
780,318 505,274

Less: write-down of inventories (724) (10,323)
779,594 494,951

(b) The analysis of the amount of inventories recognised as expense and included in the
consolidated statement of profit or loss is as follows:

2021 2020

RMB’000 RMB’000

Carrying amount of inventories sold 3,345,825 2,083,560
(Reversal)/recognition of write-down of inventories (9,599) 9,490

3,336,226 2,093,050
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14 Trade and bills receivables

2021 2020

RMB’000 RMB’000

Trade receivables 335,993 261,258
Less: loss allowance (Note 14(b)) (4,092) (5,838)
331,901 255,420

Bills receivable 1,186,789 497,275
1,518,690 752,695

All of the trade and bills receivables, net of loss allowance, are expected to be recovered within one year.

The balance of bills receivable represents bank and trade acceptance notes received from customers with maturity
dates of less than one year.

(a) Ageing analysis

The ageing analysis of the trade receivables, based on the invoice date and net of loss allowance, of the Group is

as follows:
2021 2020
RMB’000 RMB’000
Less than 1 month 160,062 143,007
1 to 3 months 129,647 88,151
3 to 6 months 39,642 16,632
Over 6 months 2,550 7,630
331,901 255,420

The Group’s customers are mainly oil and gas extractive companies in the PRC. Further details on the Group’s
credit policy are set out in Note 24(a).

(b) Impairment of trade and bills receivables
The movements in the loss allowance account are as follows:

2021 2020

RMB’000 RMB’000

At 1 January 5,838 8,833
Credit losses reversed (Note 6(c)) (1,746) (2,995)

At 31 December 4,092 5,838
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14 Trade and bills receivables (conminuED)

(c)

(d)

Transfer of financial assets

The Group has discounted certain of the bank acceptance notes it received from customers at banks and
endorsed certain of the bank acceptance notes it received from customers to its suppliers and other creditors
for settlement of the Group'’s trade and other payables on a full recourse basis. Upon the above discounting
or endorsement, the Group has derecognised the bills receivables in their entirety. These derecognised bank
acceptance notes have maturity dates of less than six months from the end of the reporting period. In the
opinion of the directors of the Company, the Group has transferred substantially all the risks and rewards of
ownership of these notes and has discharged its obligation of the payables to its suppliers and other creditors.
The Group considered the issuing banks of these notes are reputable banks in China and of good credit quality
therefore non-settlement of these notes by the issuing banks on maturity is highly unlikely. At 31 December
2021, the Group’s maximum exposure to loss and undiscounted cash outflow should the issuing banks fail to
settle the bills on maturity dates amounted to RMB146,913,000 (2020: RMB131,303,000).

Bills receivable includes bank acceptance notes discounted at banks or endorsed to suppliers with recourse
totaling RMB192,075,000 (2020: RMB47,358,000) at 31 December 2021, which were not derecognised as the
Group remains to have significant exposure to the credit risk of these bills receivables. The aggregate carrying
amount of the associated bank loans and trade payables amounted to RMB192,075,000 (2020: RMB47,358,000)
at 31 December 2021.

At 31 December 2021, trade and bills receivables with an aggregate carrying amount of RMB428,563,000 (2020:
RMB180,476,000) have been pledged for the Group’s interest-bearing borrowings (see Note 19).

15 Prepayments, deposits and other receivables

2021 2020

RMB’000 RMB’000

Prepayments for purchase of raw materials 15,043 9,733

Prepayments for transportation and other miscellaneous expenses 9,780 9,705

VAT recoverable 1,181 9,983

Advance payments 2,285 -
Receivable in connection with compensation for relocation of production

facilities from local government - 55,554

Others 2,490 1,025

30,779 86,000

Less: loss allowance (3,089) (2,983)

27,690 83,017

All of the prepayments, deposits and other receivables are expected to be recovered or recognised as expenses within
one year.
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15 Prepayments, deposits and other receivables (conTivuep)
The movements in the loss allowance account are as follows:

2021 2020

RMB’000 RMB’000

At 1 January 2,983 294
Recognition of credit losses (Note 6(c)) 106 2,689
At 31 December 3,089 2,983

16 Cash at bank and on hand and other cash flow information
(a) Cash at bank and on hand in the consolidated statement of financial position comprise:

2021 2020

RMB’000 RMB’'000

Cash at bank 551,599 416,112

Cash on hand 13 61
Cash and cash equivalents included in the consolidated

statement of financial position 551,612 416,173

Less: restricted deposits (Note (i) (121,424) (103,953)
Cash and cash equivalents included in the consolidated

cash flow statement 430,188 312,220

The Group’s operations in the PRC (excluding Hong Kong SAR) conducted its business in RMB. RMB is not a
freely convertible currency and the remittance of funds out of the PRC (excluding Hong Kong SAR) is subject to
the exchange restrictions imposed by the PRC government.

Note:

(i)  Restricted deposits mainly represent deposits placed at banks as collaterals for interest-bearing bank borrowings of (see Note 19) and bank
acceptance notes issued by (see Note 17) the Group.
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16 Cash at bank and on hand and other cash flow information (conmivuep)
(b) Reconciliation of liabilities arising from financing activities

The table below details changes in the Group’s assets and liabilities from financing activities, including both cash
and non-cash changes. Liabilities arising from financing activities are assets and liabilities for which cash flows
were, or future cash flows will be, classified in the Group’s consolidated cash flow statement as cash flows from
financing activities.

Interest-
bearing Interest Dividends Lease
borrowings payables payable liabilities Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(Note 19) (Note 18)

At 1 January 2020 2,202,707 10,105 - 1,095 2,213,907
Changes from financing cash flows:
Proceeds from interest-bearing bank and

other borrowings 1,220,022 - - - 1,220,022
Repayment of interest-bearing bank and

other borrowings (1,500,477) - - - (1,500,477)
Capital element of lease rentals paid - - - (944) (944)
Interest element of lease rentals paid - - - (36) (36)
Dividends paid - - (135,907) - (135,907)
Interest paid - (103,596) - - (103,596)
Total changes from financing cash flows (280,455) (103,596) (135,907) (980) (520,938)
Other changes:
Dividends declared (Note 23(d)) - - 135,907 - 135,907
Interest expenses (Note 6(a)) - 97,008 - 36 97,044
Total other changes - 97,008 135,907 36 232,951

At 31 December 2020 1,922,252 3,517 - 151 1,925,920
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16 Cash at bank and on hand and other cash flow information (conmivuep)
(b) Reconciliation of liabilities arising from financing activities (continued)

Interest-
bearing Interest Lease

borrowings payables liabilities Total
RMB'000 RMB’000 RMB’000 RMB'000
(R E)] (Note 18)

At 1 January 2021 1,922,252 3,517 151 1,925,920

Changes from financing cash flows:
Proceeds from interest-bearing bank and

other borrowings 2,225,064 - - 2,225,064
Repayment of interest-bearing bank and

other borrowings (1,680,090) - - (1,680,090)
Capital element of lease rentals paid - - (792) (792)
Interest element of lease rentals paid - - (55) (55)
Interest paid - (113,092) - (113,092)
Total changes from financing cash flows 544,974 (113,092) (847) 431,035
Other changes:
New leases entered into during the year

(Note 11(a)) - - 1,844 1,844
Interest expenses (Note 6(a)) - 118,784 55 118,839

Totalotherchanges S M4 1899 120683

At 31 December 2021 2,467,226 9,209 1,203 2,477,638

(c) Total cash outflow for leases
Amounts included in the consolidated cash flow statement for leases comprise the following:

2021 2020
RMB’'000 RMB’000

Within financing cash flows — lease rentals paid 847 980
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17 Trade and bills payables

2021 2020

RMB’000 RMB’000

Trade payables 693,313 288,797
Bills payable - 30,449
693,313 319,246

All of the trade and bills payables are expected to be settled within one year or are repayable on demand.

The ageing analysis of trade and bills payables, based on the invoice date, is as follows:

2021 2020
RMB’000 RMB’000
Less than 1 month 460,570 239,028
1 to 3 months 216,620 52,553
3 to 6 months 8,591 18,440
Over 6 months 7,532 9,225
693,313 319,246

18 Other payables and accruals
2021 2020
RMB’000 RMB’000
Payables for construction of property, plant and equipment 62,166 72,007
Payables for other taxes 28,178 2,472
Payables for staff related costs 4,730 3,199
Interest payables 9,209 3,517
Payables for transportation and utilities expenses 28,394 10,014
Others 7,355 4,051
Financial liabilities measured at amortised cost 140,032 95,260
Receipts in advance 83,325 64,075
223,357 159,335

All of the other payables and accruals are expected to be settled or recognised as income within one year or are
repayable on demand.



'I 34 Dalipal Holdings Limited
Annual Report 2021

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

19 Interest-bearing borrowings
(a) The Group’s short-term borrowings comprise:

2021 2020
RMB’000 RMB'000
Bank loans:
— Secured by the Group’s property, plant and equipment 289,680 304,680
— Secured by the Group’s trade and bills receivables and/or restricted
deposits 556,440 182,300
— Unguaranteed and unsecured 618,906 547,072
1,465,026 1,034,052
Add: current portion of long-term borrowings (Note 19(b)) 351,900 445,000
1,816,926 1,479,052
(b) The Group's long-term borrowings comprise:
2021 2020
RMB’'000 RMB’'000
Bank loans:
— Secured by the Group’s property, plant and equipment 592,900 628,400
— Secured by the Group’s inventories 150,000 145,000
— Unguaranteed and unsecured 190,000 65,500
932,900 838,900
Borrowings from a related party (Note 26(b)):
— Unguaranteed and unsecured 69,300 49,300
1,002,200 888,200
Less: current portion of long-term borrowings (Note 19(a)) (351,900) (445,000)

650,300 443,200
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19 Interest-bearing borrowings (conminvueD)
(c) The Group's long-term borrowings are repayable as follows:

2021 2020

RMB’'000 RMB'000

Within 1 year 351,900 445,000
After 1 year but within 2 years 260,300 383,200
After 2 years but within 5 years 390,000 60,000
1,002,200 888,200

(d) Certain of the Group’s borrowings are secured by the following assets of the Group:

2021 2020

RMB’000 RMB’000

Property, plant and equipment (Note 11(a)(ii)) 1,103,556 1,179,018
Inventories 250,000 250,150
Trade and bills receivables (Note 14(d)) 428,563 180,476
Cash at bank and on hand - restricted deposits 66,369 10,305
1,848,488 1,619,949

(e) Certain of the Group’s bank loans are subject to the fulfilment of covenants commonly found in the lending
arrangements with financial institutions. If the Group were to breach the covenants, the loans would become
repayable on demand. The Group regularly monitors its compliance with these covenants. Further details of the
Group’s management of liquidity risk are set out in Note 24(b). At 31 December 2021, none of the covenants
relating to the interest-bearing bank borrowings had been breached (2020: None).
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20 Equity settled share-based transactions

On 19 June 2019, the Company has adopted pre-IPO share option scheme (the “Pre-IPO Share Option Scheme”) and
share option scheme (the “Share Option Scheme”). Pursuant to the Pre-IPO Share Option Scheme, the directors of
the Company are authorised, at their discretion, to invite certain directors and senior management of the Group, to
take up share options to subscribe for ordinary shares in the Company.

On 8 October 2019, share options to subscribe for an aggregate of 45,000,000 shares in the Company were granted
to directors and senior management under the Pre-IPO Share Option Scheme which became effective upon the

Listing Date.

On 10 December 2021, share options, which became effective immediately, to subscribe for an aggregate of
4,000,000 shares were granted to a senior management under the Share Option Scheme.

A consideration of HK$1 had been paid by each grantee on acceptance of the share options granted. Each option
gives the holder the right to subscribe for one ordinary share in the Company and is settled gross in shares.

(a) The details of the share options granted are as follows:

Contractual
Number of life of
share options  Vesting Conditions share options
Share options granted to directors:
- 0On 8 October 2019 27,000,000  Both performance and service period 6-7 years
conditions apply (Note (i)
Share options granted to senior management:
- 0On 8 October 2019 15,000,000  Both performance and service period 6 years
conditions apply (Note (i)
- 0On 8 October 2019 3,000,000  service period conditions apply (Note (ii)) 6 years
- 0n 10 December 2021 4,000,000  service period conditions apply (Note (iii)) 9.97 years

Total share options 49,000,000

Share options may be granted under vesting conditions with reference to financial performance of the Group
(the “Financial KPIs") and/or service periods (the “Service Periods”). The commencement date of the vesting
conditions varies and is separately determined for each share option granted upon the grant date (the “Vesting
Conditions Commencement Date”).

Notes:

(i) For these share options granted on 8 October 2019 which became effective upon the Listing Date, 20% of the total share options granted
will vest at the end of each of the first to fifth year from the Vesting Conditions Commencement Date and upon the achievement of the
respective year's Financial KPIs and/or Service Periods. Partial achievement on the Financial KPIs will result in the reduction in the number
of share options being vested, calculated in accordance with the pre-determined formulae at the date of grant. Vested share options are
exercisable within contractual life of 6 to 7 years.

(i) For these share options granted on 8 October 2019 which became effective upon the Listing Date, there are no vesting conditions. These
share options are exercisable one year from the Listing Date and with a contractual life of 6 years.

(iii)  For these share options granted on 10 December 2021 which became effective immediately, there are no vesting conditions. These share
options are exercisable two years from granted date and with a contractual life of 9.97 years.
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20 Equity settled share-based transactions (conminueD)
(b) The number and weighted average exercise price of share options are as follows:

(c)

2021 2020

Weighted average (\[ITOLETHCI  Weighted average Number of

exercise price Options exercise price Options

Outstanding at 1 January HK$0.477 42,300,000 HK$0.477 45,000,000
Exercised during the year HK$0.477 (1,200,000) - -
Granted during the year HK$2.56 4,000,000 - -
Forfeited during the year HK$0.477 (10,200,000) HK$0.477 (2,700,000
Outstanding at 31 December HK$0.72 34,900,000 HK$0.477 42,300,000
Exercisable at 31 December HK$0.477 2,700,000 HK$0.477 3,300,000

The share options outstanding at 31 December 2021 had a weighted exercise price of HK$0.72 (2020:
HK$0.477) and a weighted average remaining contractual life of 4.9 years (2020: 5.2 years).

Fair value of share options and assumptions

The fair value of services received in return for share options granted is measured by reference to the fair value
of share options granted. The estimate of the fair value of the share options granted is measured based on
the Binomial Option Pricing Model. The contractual life of the share option is used as an input into this model.
Expectations of early exercise are incorporated into the Binomial Option Pricing Model.

Pre-IPO Share
Option Scheme

Share Option
Scheme

Fair value at measurement date

Share price

Exercise price

Expected volatility (expressed as volatility

HK$0.5813-HK$0.9146 HK$0.7165-HK$0.7306

used in the modelling under the Binomial
Option Pricing Model)

Option life (contractual life used in the modelling
under the Binomial Option Pricing Model)

Expected dividends

Risk-free interest rate (based on the yield of
Hong Kong government bonds)

HK$1.53 HK$2.56
HK$0.477 HK$2.56
31.86%-32.84% 40%
6-7 years 9.97 years

4.88% 7.10%

1.37% 1.50%

Share options were granted with performance and service condit

ions. These conditions have not been taken

into account in the grant date fair value measurement of the services received. There were no market conditions

associated with the share options granted.
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21 Income tax in the consolidated statement of financial position

(a) Current taxation in the consolidated statement of financial position represents:

2021 2020
RMB’000 RMB'000
Net balance of income tax payable at 1 January 9,276 28,020
Provision for the year 200 7,182
Over-provision in respect of prior years (8,361) (5,270)
Tax refunded - 1,461
Income tax paid (1,115) (22,117)
Balance of income tax payable at 31 December - 9,276
Represented by:
Income tax payable - 9,276

(b) Deferred tax assets and liabilities recognised
(i) Movements of each component of deferred tax assets and liabilities

The deferred tax assets/(liabilities) recognised in the consolidated statement of financial position and the

movements during the year are as follows:

Assets Liabilities
Accelerated
Credit tax
losses Retained  allowance
on trade Write- profits for
Unused  andother ~ downof  Deferred  Unrealized tobe depreciation
Deferred tax arising from: taxlosses  receivables  inventories income gainorloss  Sub-total distributed  expenses  Sub-total Net
RIMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB'000
At 1 January 2020 - 2,28 125 4155 - 6,562 (13437) (2,009) (15,446) (8,884)
Credited/(charged) to the
consolidated statement of
profit or loss (Note 7) 2,091 (960) 1423 (1,779 - 20,775 13437 (6,074) 7,363 28,138
At 31 December 2020 and
1 January 2021 2,091 132 1,548 2376 - 21331 - (8,083) (8,083) 19,254
Credited/(charged) to the
consolidated statement of
profit or loss (Note 7) (17.768) (245) (1,440) (258) 788 (18.923) (1,841) (4.213) (6,054) (24.977)
At 31 December 2021 4313 1077 108 2,118 788 8414 (1.841) (12,29) (14.137) (5,723)
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21 Income tax in the consolidated statement of financial position (conrinueD)
(b) Deferred tax assets and liabilities recognised (continued)
(ii) Reconciliation to the consolidated statement of financial position

2021 2020
RMB’'000 RMB'000
Net deferred tax asset recognised in the consolidated statement
of financial position - 19,254
Net deferred tax liabilities recognised in the consolidated statement
of financial position (5,723) -
(5,723) 19,254

(c) Deferred tax liabilities not recognised

Except for deferred tax liabilities already recognised in Note 21(b), taxable temporary differences relating to the
retained profits of the Group’s subsidiaries established in the PRC (excluding Hong Kong SAR) amounted to
RMB431,449,000 (2020: RMB323,433,000), where deferred tax liabilities in respect of the PRC withholding tax
that would be payable on the distributions of these profits, have not been recognised as the Company controls
the dividend policy of these subsidiaries and it has been determined that it is probable that such profits will not
be distributed in the foreseeable future.

22 Deferred income

2021 2020

RMB’000 RMB'000

At 1 January 15,842 17,559
Credited to the consolidated statement of profit or loss and

other comprehensive income (1,717) (1,717)

At 31 December 14,125 15,842

Deferred income represents government grants received to compensate the Group’s cost of construction of property,
plant and equipment. The grants are amortised over the useful lives of the related property, plant and equipment.
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23 Capital, reserves and distributions/dividends
(a) Movements in components of equity

The reconciliation between the opening and closing balances of each component of the Group’s consolidated
equity are set out in the consolidated statement of changes in equity. Details of the changes of the Company’s
individual components of equity are set out below:

(Accumulated

losses)/
Share Share Capital Exchange retained Total
capital premium reserve reserve profits equity

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Note 23(b) ~ Note 23(c)(i) ~ Note 23(c)ii)  Note 23(c)(iv)

Balance at 1 January 2020 134,263 295,037 1,788 695 (4,395) 427,388

Changes in equity for the year ended

31 December 2020:
Profit for the year - - - - 86,030 86,030
Other comprehensive income - - - (15,376) - (15,376)
Total comprehensive income for the year - - - (15,376) 86,030 70,654
Dividends approved in respect of the previous year - (135,907) - - - (135,907)
Equity settled share-based transactions (Note 20) - - 4,078 - - 4,078

______________________________________________ S % A oo 131829)

Balance at 31 December 2020 and

1 January 2021 134,263 159,130 5,866 (14,681) 81,635 366,213
Changes in equity for the year ended

31 December 2021:
Loss for the year - - - - (6,227) (6,227)
Other comprehensive income - - - (10,736) - (10,736)
Total comprehensive income for the year - - - (10,736) (6,227) (16,963)
Shares issued under share option scheme 9 1,224 (854) - - 469
Equity settled share-based transactions (Note 20) - - 2,105 - - 2,105

99 1,224 1,251 - - 2,574

Balance at 31 December 2021 134,362 160,354 7,117 (25,417) 75408 351,824
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23 Capital, reserves and distributions/dividends (con7inuep)

(b) Share capital

Authorised share capital (Note (i)

2021 2020

Number of Number of
shares Amount shares Amount
'000 HK$'000 ‘000 HK$'000

20,000,000 20,000,000 20,000,000 2,000,000

Ordinary shares, issued and fully paid:

2021 2020

Number of Number of
shares Amount shares Amount
RMB'000 RMB'000

At 1 January 1,500,000,000 134,263 1,500,000,000 134,263
Shares issued under share option scheme

(Note (ii)) 1,200,000 99 - -
At 31 December 1,501,200,000 134,362 1,500,000,000 134,263

Notes:

(i) The Company was incorporated in the Cayman Islands as an exempted company with limited liability on 28 August 2018. Its initial
authorised share capital was HK$380,000 divided into 3,800,000 shares with a par value of HK$0.1 per share. On 19 June 2019 and 8
October 2019, the equity shareholders of the Company resolved to increase the authorised share capital of the Company from HK$380,000
divided into 3,800,000 shares of HK$0.1 each to HK$2,000,000,000 divided into 20,000,000,000 shares of HK$0.1 each.

(i) On 30 September 2021 and 9 November 2021, share options were exercised at HK$0.477 per share to subscribe for 600,000 ordinary
shares in the Company respectively at a total consideration of HK$572,000 (equivalent to RMB469,000). RMB99,000 and RMB370,000
were credited in the Company’s share capital and share premium account respectively. RMB854,000 was transferred from the capital
reserve to the share premium account in accordance with policy set out in Note 2(o)ii).
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23 Capital, reserves and distributions/dividends (con7inueb)
(c) Nature and purpose of reserves

(i)

(ii)

Share premium

The application of the share premium account is governed by Section 34 of the Companies Law, Cap. 22 (Law
3 of 1961, as consolidated and revised) of the Cayman Islands as amended, supplemented or otherwise
modified from time to time.

Capital reserve

Capital reserve represents the portion of the grant date fair value of unexercised share options granted to
the directors of the Company and the employees of the Group that has been recognised in accordance with
the accounting policy adopted for share-based payments in Note 2(o)(ii).

(iii) Other reserves

The other reserve at 31 December 2020 and 2021 comprised (i) the difference between the net assets of
Dalipal Pipe and the consideration of RMB27,902,000 received from the reorganisation; and (ii) the statutory
reserve of the PRC subsidiaries of the Group.

In accordance with the relevant PRC laws and regulations, the Company’s subsidiaries established in
Mainland China are required to transfer 10% of its net profit to the statutory reserve until the reserve
balance reaches 50% of the respective subsidiaries’ registered capital. The transfer to this reserve must be
made before distributions to equity holders. This reserve can be utilised in setting off accumulated losses or
increase capital of the respective subsidiaries and is non-distributable other than in liquidation.

(iv) Exchange reserve

The exchange reserve comprises foreign exchange differences arising from the translation of the financial
statements of foreign operations into RMB. The reserve is dealt with in accordance with the accounting
policy set out in Note 2(s).
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23 Capital, reserves and distributions/dividends (con7inuep)
(d) Dividends
(i) Dividends payable to equity shareholders of the Company attributable to the year

2021 2020
RMB’'000 RMB'000

Final dividend proposed after the end of the reporting of
HK$0.03 per ordinary share (2020: HK$ Nil) 36,821 -

The final dividend proposed after the end of the reporting period has not been recognised as a liability at
the end of the reporting period.

(i) Dividends payable to equity shareholders of the Company attributable to the previous financial
year, approved and paid during the year

2021 2020
RMB’000 RMB’000
Final dividend in respect of the previous financial year, approved and
paid during the year of HK$Nil per ordinary share
(2020: HK$0.1 per ordinary share) - 135,907

(e) Capital management

The Group's primary objectives when managing capital are to safeguard the Group’s ability to continue as a
going concern, so that it can continue to provide returns for shareholders and benefits for other stakeholders,
by pricing products and services commensurately with the level of risk and by securing access to finance at a
reasonable cost.

The Group actively and regularly reviews and manages its capital structure to maintain a balance between the
higher shareholders returns that might be possible with higher levels of borrowings and the advantages and
security afforded by a sound capital position, and makes adjustments to the capital structure in light of changes
in economic conditions.
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24 Financial risk management and fair values of financial instruments
Exposure to credit, liquidity, interest rate and currency risks arises in the normal course of the Group'’s business.

The Group'’s exposure to these risks and the financial risk management policies and practices used by the Group to
manage these risks are described below.

(a) Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in a financial
loss to the Group. The Group’s credit risk is primarily attributable to trade and other receivables and cash and
cash equivalents. The Group’s exposure to credit risk arising from cash and cash equivalents and bills receivables
is limited because the counterparties are banks and financial institutions with a high credit standing assigned by
the management of the Group, for which the Group considers to have low credit risk.

Trade receivables

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer rather
than the industry in which the customers operate and therefore significant concentrations of credit risk primarily
arise when the Group has significant exposure to individual customers. At the end of the reporting period,
13.3% (2020: 28.6%) and 54.4% (2020: 84.8%) of the total trade receivables was due from the Group's largest
trade debtor and the Group's five largest trade debtors, respectively.

Individual credit evaluations are performed on all customers requiring credit over a certain amount. These
evaluations focus on the customer’s past history of making payments when due and current ability to pay, and
take into account information specific to the customer as well as pertaining to the economic environment in
which the customer operates. Trade receivables are generally due immediately and up to 90 days from the date
of billings. Normally, the Group does not obtain collateral from customers.

The Group measures loss allowances for trade receivables at an amount equal to lifetime ECLs, which is
calculated using a provision matrix.
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24 Financial risk management and fair values of financial instruments (conminuep)

(a) Credit risk (continued)

The following table provides information about the Group’s exposure to credit risk and ECLs for trade

receivables:

2021
Expected Gross carrying Loss
loss rate amount allowances
RMB’000 RMB’000
Current (not past due) 0.3% 291,843 (965)
Less than 3 months past due 1.2% 35,588 (424)
3 to 6 months past due 5.4% 5,816 (314)
6 to 12 months past due 12.8% 409 (52)
Over 12 months past due 100.0% 2,337 (2,337)
335,993 (4,092)

2020
Expected Gross carrying Loss
loss rate amount allowances
RMB’000 RMB’000
Current (not past due) 0.6% 173,891 (1,104)
Less than 3 months past due 2.2% 75,940 (1,694)
3 to 6 months past due 6.2% 8,942 (555)
Over 12 months past due 100.0% 2,485 (2,485)
261,258 (5,838)

Expected loss rates are based on actual loss experience over the recent past years. These rates are adjusted
to reflect differences between economic conditions during the period over which the historic data has been
collected, current conditions and the Group’s view of economic conditions over the expected lives of the

receivables.
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24 Financial risk management and fair values of financial instruments (conminuep)
(b) Liquidity risk
The Group's policy is to regularly monitor its liquidity requirements and its compliance with lending covenants to

ensure that it maintains sufficient reserves of cash and adequate committed lines of funding from major financial
institutions to meet its liquidity requirements in the short and longer term.

The following table shows the remaining contractual maturities at the end of the reporting period of the Group’s
non-derivative financial liabilities, which are based on contractual undiscounted cash flows (including interest
payments computed using contractual rates or, if floating, based on rates current at the end of the reporting
period) and the earliest dates the Group can be required to pay:

2021
Contractual undiscounted cash flow

Within Over 1year  Over 2 years

1 year or but within but within Carrying

on demand 2 years 5 years Total amount

RMB'000 RMB'000 RMB’000 RMB’000 RMB'000

Trade and bills payables 693,313 - - 693,313 693,313
Other payables and accruals

measured at amortised cost 140,032 - - 140,032 140,032

Lease liabilities 997 244 - 1,241 1,203

Interest-bearing borrowings 1,883,212 291,104 410,102 2,584,418 2,467,226

2,717,554 291,348 410,102 3,419,004 3,301,774

2020

Contractual undiscounted cash flow

Within Over 1 year Over 2 years

1 year or but within but within Carrying

on demand 2 years 5 years Total amount

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Trade and bills payables 319,246 - - 319,246 319,246
Other payables and accruals measured at

amortised cost 95,260 - - 95,260 95,260

Lease liabilities 162 - - 162 151

Interest-bearing borrowings 1,540,277 394,447 61,946 1,996,670 1,922,252

1,954,945 394,447 61,946 2,411,338 2,336,909

Note 2(b) explains management’s plans for managing liquidity needs of the Group to enable it to continue to
meet its obligations as they fall due.
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24 Financial risk management and fair values of financial instruments (conminuep)

(c) Interest rate risk

The Group's interest rate risk arises primarily from interest-bearing borrowings. Borrowings issued at variable
rates and at fixed rates expose the Group to cash flow interest rate risk and fair value interest rate risk

respectively.

(i) Interest rate profile

The following table details the interest rate profile of the Group’s total borrowings at the end of the

reporting period:

2021 2020
Effective Effective
interest rate interest rate
% RMB’000 % RMB'000
Fixed rate borrowings:
Bank and other borrowings 3.60%~7.00% 2,372,226 3.60%~7.00% 1,711,252
Variable rate borrowings:
Bank borrowings 4.51% 95,000 4.24%~4.75% 211,000
2,467,226 1,922,252
Fixed rate borrowings as a percentage
of total borrowings 96% 89%

(i) Sensitivity analysis

At 31 December 2021, it is estimated that a general increase/decrease of 100 basis points in interest rates,
with all other variables held constant, would have decreased/increased the Group's profit after tax and

retained profits by approximately RMB808,000 (2020: RMB1,794,000).

The sensitivity analysis above indicates the instantaneous change in the Group’s profit after tax and retained
profits that would arise assuming that the change in interest rates had occurred at the end of the reporting
period and had been applied to re-measure those financial instruments held by the Group which expose the
Group to cash flow interest rate risk. The impact is estimated as an annualised impact on interest exposure
of such a change in interest rates. The sensitivity analysis is performed on the same basis as 2020.
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24 Financial risk management and fair values of financial instruments (conminuep)

(d)

(e)

Currency risk

The Group is exposed to currency risk primarily through sales which give rise to cash, receivables and payables
balances that are denominated in a currency other than the functional currency of the operations to which they
relate. The currency gives rise to this risk is primarily US$.

The following table details the Group’s exposure at the end of the reporting period to currency risk arising from
recognised assets or liabilities denominated in a currency other than the functional currency of the entity to
which they relate. For presentation purposes, the amounts of the exposure are shown in RMB, translated using
the spot rate at the year end date. Differences resulting from the translation of financial statements of foreign
operations into the Group’s presentation currency are excluded.

2021 2020

us$ us$

RMB’000 RMB’'000

Cash at bank and on hand 32,218 5,058
Trade and bills receivables 47,407 17,585
Other payables and accruals (4,647) (4,390)
74,978 18,253

At 31 December 2021, an increase/decrease of 5% in US$ with all other variables held constant would have
increased/decreased the Group's profit after tax and retained profits by approximately RMB3,187,000 (2020:
RMB776,000). In this respect, it is assumed that the pegged rate between HK$ and US$ would be materially
unaffected by any changes in movement in value of the US$ against other currencies.

Fair value measurement

Fair values of financial instruments carried at other than fair value
The carrying amounts of the Group’s financial instruments carried at cost or amortised cost are not materially
different from their fair values at 31 December 2021 and 2020.

25 Commitments

Capital commitments outstanding at 31 December 2021 not provided for in the consolidated financial statements
were as follows:

2021 2020
RMB’'000 RMB’000

Commitments in respect of property, plant and equipment:

— Contracted for 78,727 117,865
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26 Material related party transactions
(a) Transactions with a company controlled by the equity shareholders of the Company

2021 2020

RMB’000 RMB’000

Borrowings received from a related company 33,000 120,000
Borrowings repaid to a related party 13,000 70,700
Interest expenses on borrowings from a related company 1,972 3,498
Consideration paid for acquisition of non-controlling interests - 11,432

The borrowings from a related company are unsecured, bear interest at 4.15% per annum and are repayable
after one year.

(b) Balances with a company controlled by the equity shareholders of the Company

2021 2020
RMB’000 RMB’000
Borrowings from a related company 69,300 49,300

(c) Key management personnel remuneration

Remuneration for key management personnel of the Group, including amounts paid to the directors of the
Company as disclosed in Note 8 and certain of the highest paid employees of the Group as disclosed in Note 9, is

as follows:
2021 2020
RMB’000 RMB’000
Short-term employee benefits 9,092 7,311
Contributions to defined contribution retirement plan 269 144
Equity settled share-based payments (Note 20) 2,105 4,078
11,466 11,533

Total remuneration is included in “staff costs” (see Note 6(b)).
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27 Company-level statement of financial position

2021 2020
Note RMB’000 RMB’000
Non-current assets
Interests in subsidiaries 12 352,797 366,908
Current assets
Cash at bank and on hand 157 500
157 500
Current liabilities
Other payables (26) (479)
_Amountsduetoasubsidiary ... @14 (716
_Net current liabilities ... @973 (69
NET ASSETS 351,824 366,213
CAPITAL AND RESERVES 23
Share capital 134,362 134,263
Reserves 217,462 231,950
TOTAL EQUITY 351,824 366,213
Approved and authorised for issue by the board of directors on 21 March 2022.
Meng Fanyong Gan Shuya

Chairman Director



Dalipal Holdings Limited 1 5 1
Annual Report 2021

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

28 Immediate and ultimate controlling party

The directors of the Company consider the immediate holding company and ultimate controlling parties of the
Company at 31 December 2021 to be Rosy Astral Limited, and Mr. Meng Fanyong and Mr. Meng Yuxiang,
respectively. Rosy Astral Limited does not produce financial statements available for public use.

29 Impacts of COVID-19 Pandemic

The COVID-19 pandemic since early 2020 has brought about additional uncertainties in the Group's operating
environment and has impacted the Group’s operations and financial position. In March of 2022, a new wave of
the COVID-19 infections has started in China, temporary production suspension has been implementing for virus
control in one of the factories of the Group. The Group has been closely monitoring the impact from the COVID-19
pandemic on the Group's business and has put in place various contingency measures.

As far as the Group's businesses are concerned, the COVID-19 pandemic and the volatility in the crude and refined
oil markets have caused the instability in both the sales volume and selling price of the Group’s OCTG products. The
directors of the Company are optimistic that the COVID-19 pandemic will eventually be under full control, and the
Group will continue to closely monitor the situation and implement contingency measures, where necessary in a view
to reduce the impacts from the COVID-19 pandemic.

30 Possible impact of amendments, new standards and interpretations issued but
not yet effective for the year ended 31 December 2021

Up to the date of issue of these financial statements, the IASB has issued a number of amendments, and a new
standard, IFRS 17, Insurance contract, which are not yet effective for the year ended 31 December 2021 and which
have not been adopted in these financial statements. These developments include the following which may be
relevant to the Group.

Effective for

accounting

periods beginning

on or after

Amendments to IFRS 3, Business Combinations, Reference to the Conceptual Framework 1 January 2022
Amendments to IAS 16, Property, Plant and Equipment: Proceeds before Intended Use 1 January 2022
Amendments to IAS 37, Onerous Contracts — Cost of Fulfilling a Contract 1 January 2022
Annual Improvements to IFRSs 2018-2020 Cycle 1 January 2022
Amendments to IAS 1, Classification of liabilities as current or non-current 1 January 2023
IFRS 17, Insurance contracts 1 January 2023
Amendments to IAS 1 and IFRS Practice Statement 2, Disclosure of Accounting Policies 1 January 2023
Amendments to IAS 8, Definition of Accounting Estimates 1 January 2023
Amendments to IAS 12, Deferred tax related to assets and liabilities arising from a single 1 January 2023

transaction

Amendments to IFRS 10 and IAS 28, Sale or contribution of assets between an investor and To be determined

its associate or joint venture

The Group is in the process of making an assessment of what the impact of these developments is expected to be
in the period of initial application. So far it has concluded that the adoption of them is unlikely to have a significant
impact on the consolidated financial statements of the Group.
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Years ended 31 December

2017 2018 2019 2020 2021
RESULTS RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Revenue 2,276,874 3,094,823 2,825,969 2,259,402 3,762,629
Profit/(loss) before taxation 274,312 355,260 409,731 (144,130) 99,755
Income tax (42,103) (54,062) (72,321) 26,226 (16,816)
Profit/(loss) for the year 232,209 301,198 337,410 (117,904) 82,939
Profit/(loss) for the year attributable to:
Equity shareholders of the Company 232,209 301,198 333,729 (116,417) 82,939
Non-controlling interests - - 3,681 (1,487) -
232,209 301,198 337,410 (117,904) 82,939
ASSETS AND LIABILITIES
Total assets 2,542,299 3,117,095 4,241,680 3,688,683 4,751,486
Total liabilities 1,655,909 2,354,553 2,715,701 2,426,102 3,404,947
Net assets 886,390 762,542 1,525,979 1,262,581 1,346,539
Net assets attributable to:
Equity shareholders of the Company 886,390 755,145 1,514,901 1,262,581 1,346,539
Non-controlling interests - 7,397 11,078 - -
886,390 762,542 1,525,979 1,262,581 1,346,539

The results and assets and liabilities of the Group for 2017 and 2018 are extracted from the Company’s prospectus dated

28 October 2019.
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