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FINANCIAL HIGHLIGHTS

HIGHLIGHTS

° Revenue for the six months ended 30 June 2020 was approximately RMB764.8 million, representing an increase of approximately

10.2% as compared to the corresponding period last year.

° Gross profit for the six months ended 30 June 2020 was approximately RMB128.7 million, representing a decrease of

approximately 11.1% as compared to the corresponding period last year.

o Profit before tax for the six months ended 30 June 2020 was approximately RMB56.8 million, representing an increase of

approximately 31.3% as compared to the corresponding period last year.

° Profit and total comprehensive income for the six months ended 30 June 2020 attributable to owners of the Company was
approximately RMB48.8 million, representing an increase of approximately 35.2% as compared to the corresponding period last

year.

. Earnings per share attributable to ordinary equity holders of the Company was RMB9.76 cents per share for the six months ended
30 June 2020.
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CHAIRMAN'S STATEMENT

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the "“Director(s)”) of China PengFei Group Limited (the “Company”), | hereby present
to you the unaudited condensed consolidated financial results of the Company and its subsidiaries (collectively, the “Group” or “Pengfei
Group”) for the six months ended 30 June 2020, together with comparative figures for the corresponding period ended 30 June 2019.

Since the beginning of the year 2020, the global economy has suffered significant losses due to the impact of the COVID-19 coronavirus
("COVID-19") pandemic. During the first half of 2020, we have been promoting the healthy development of the Group with a view to
consolidating the Group's leading position in the rotary kiln and grinding equipment industry in both China and global markets. The Group’s
long-term strategies of exploring emerging markets along the “Belt and Road” countries while reinforcing our position in the existing markets
with a view to building up an overall domestic market layout remain unchanged. Meanwhile, we will continue to explore new markets,
promote enterprise transformation and upgrade. Facing the challenges brought by COVID-19 pandemic, we have captured first-mover
advantage and seek opportunities amidst crisis by laying emphasis on our domestic sales in response to the rebound of domestic demand
following a series of stimulus measures led by the Chinese government. For the six months ended 30 June 2020, the Group recorded revenue
of approximately RMB764.8 million and a profit and total comprehensive income attributable to owners of the Company of approximately
RMB48.8 million, representing a period-to-period increase of 10.2% and 35.2%, respectively, as compared to the corresponding period last
year.

For the second half of 2020, affected by various unfavourable factors, such as the lingering of COVID-19 pandemic around the world as well
as the U.S.-China trade war, uncertainties in the global economy are expected to remain. Subsequent to the advancement of infrastructure
investment policy introduced by the Chinese government, coupled with the implementation of new infrastructure projects, the domestic
market has enjoyed a fairly fast recovery. The growth in our revenue generated from domestic markets during the first half of 2020 indicated
that the domestic market has entered a phase of full recovery.

As affected by the COVID-19 pandemic, progress of our production line projects has inevitably been disrupted due to the difficulties of
sending our staffs to overseas project sites caused by relevant travel restrictions imposed. Given the uncertainty over the COVID-19 pandemic
and the unpredictability of the effectiveness of prevention and control measures taken by governments across the world, which had impacted
the normal progress of projects under the Belt and Road Initiative, we expect the construction of our production line projects would only be
partially resumed behind the schedule in the second half of 2020. However, we have gained solid progress in laying our groundwork step by
step and are confident that the construction projects will be completed.

We will further consolidate the foundation for the corporation’s healthy development, grasp the opportunities from the Company’s listing
on the Main Board of The Stock Exchange of Hong Kong Limited (the “Listing”) and make efforts in reshaping our corporate structure.
Furthermore, we intend to improve our management systems and talent recruitment in order to build up a talent pool with individuals who
possess the expertise in strategic development, innovative research and development, capital operation, law and finance. In accordance with
the requirements of the high-quality development of the manufacturing industry and in pursuit of the goal to become a large and powerful
company, we will embrace the strategies of technology advancement, internationalization, capitalization and refinement, to lead Pengfei
Group to a new stage of high-quality development.

Finally, on behalf of the Board, | would like to express my sincere gratitude to the management team and employees for their hard work and
their outstanding contributions to the development of the Group. | also thank all shareholders, investors, customers and partners who have
always supported the development of the Group! With the joint efforts of them, the Group will definitely create new achievements and new
glory.

China PengFei Group Limited

Wang Jiaan

Chairman

Jiangsu, China
13 August 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

As a leading manufacturer of rotary kilns, grinding equipment and their related equipment in the PRC and the global market, business
activities of the Group are divided into three business lines, namely (i) manufacturing of equipment, in which we engage in the design,
manufacturing and sales of equipment including related parts and components for various industries including building materials, metallurgy,
chemical and environmental protection industries; (i) installation services, in which we mainly provide installation services to our customers
under our manufacturing of equipment business as this is part and parcel of our manufacturing of equipment business; and (iii) construction
of production line, in which we act as an EPC service provider providing bespoke one-stop solutions in respect of design, procurement,
construction and/or trial operations of production lines.

The Company'’s shares (the “Shares”) were successfully listed on the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 15 November 2019 raising total net proceeds of approximately HK$150.0 million from the share offer (the “Share Offer”)
as described in the Prospectus of the Company dated 31 October 2019 (the "“Prospectus”), after deduction of underwriting fees and
commissions and expenses of the Company in connection with the Share Offer. The successful Listing enabled the Company to enter into the

international capital market to ensure sufficient capital for future development.

Expansion of customer base

We believe that diversifying our business and relying on a wide spread of customers for revenue generation will be critical for our future
sustainability and growth. The Group continued to expand its customer base by reinforcing the Group's market presence in the building
materials industry. For the six months ended 30 June 2020, revenue generated from customers in the building materials industry amounted
to approximately RMB344.9 million (six months ended 30 June 2019: RMB333.1 million).

Apart from serving our customers in the building materials industry, the Group has also expanded its products and services to serve
our customers in other industries, mainly metallurgy, chemical and environmental protection industries as a result of our research and
development efforts. Revenue generated from our customers of equipment manufacturing in non-building materials industries accounted
for approximately 73.9% and 67.0%, respectively, of our total revenue in the manufacturing of equipment for the six months ended 30
June 2019 and 2020. In order to tap into the metallurgy, chemical and environmental protection industries with a primary focus on the
treatment of various municipal solid waste, during the six months ended 30 June 2020, approximately HK$37.7 million of the net proceeds
from the Share Offer were used in the purchase of new machinery, the construction of a new production plant for manufacturing rotary
kilns that possess the latest roasting and pyrolysis technology and recruitment of technicians and experts. The Group also continued its effort
to expand its business into potential markets along the “Belt and Road” countries including Ivory Coast (Cote d'lvoire), Uzbekistan and the
Republic of Kazakhstan. Revenue generated from our customers in the “Belt and Road” countries accounted for approximately 29.8% and
18.4%, respectively, of our total revenue for the six months ended 30 June 2019 and 2020. Furthermore, most of our customers under our
construction of production line business are located in the “Belt and Road” countries. As at 30 June 2020, the Group has four on-going
production line projects and all located in the “Belt and Road” countries.
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MANAGEMENT DISCUSSION AND ANALYSIS

Research and Development

To maintain the Group's market position in the rotary kiln and grinding equipment industries and expand the Group's product portfolio and
improve the functionality and efficiency of its products, the Group has invested in its research and development capabilities focusing on the
energy saving and environmentally-friendly technologies and continued to cooperate with research institutions in the PRC. In collaboration
with the Institute of Process Engineering of the Chinese Academy of Sciences (FF BRI 2B 358 TI2HFFLAT), “research and development of
efficient rotary kiln technology for the treatment of co-processing solid waste” (3 F3 7 197 7] 52 B2 BE 22 1) 0 1 Aok [ 88 7 1 11T A 25 ER B 3%) s
being carried out. During the six months ended 30 June 2020, the Group continued to participate in the discussion on the setting of national
standard for “Complete Sets of Equipment Technical Requirements for Lime Calcining” (ARG ERERMTESK). As at 30 June 2020,
the Group had 60 authorised patents, of which 32 are invention patents, and 43 patent applications pending approval which primarily relate

to manufacture of products in our rotary kiln and grinding equipment system.

Outlook

We believe the PRC government will continue adopting policies to stimulate the economy as well as encouraging investment in overseas
infrastructure along the “Belt and Road” countries. From a long-term perspective, in light of the growing demand of rotary kilns, grinding
equipment and their related equipment in the overseas market, the Group will continue to make good use of the “Belt and Road” initiatives
and actively explore opportunities in relation to construction of production lines located in “Belt and Road” countries and emerging markets

where there is a significant demand for building materials as well as production equipment relating to building materials.

Going forward, in view of higher level of awareness of environmental protection and the PRC government's strong desire to eliminate
backward production capacity and excessive capacities in the building materials industry and reducing pollution from cement industry,
the Group will continue to expand the Group’s products and services to customers in other industries such as metallurgy, chemical and

environmental protection industries.

Despite the contraction of China’s economy in the first quarter of 2020 caused by the COVID-19 and taking into account the sign of recovery
shown by China gross domestic product growth in the second quarter of 2020, the Group remains cautiously optimistic in the rotary kiln,
grinding equipment and their related equipment market noting that businesses in China have gradually been opening and manufacturing
is restarted as factories reopen and workers return from isolation. However, the unpredictable nature of COVID-19 and the effectiveness
of measures taken by different countries in containing the impact of COVID-19 continues to bring uncertainties to the global economic
outlook for the rest of 2020 and beyond. We expect the progress of our overseas production line projects will be hindered and slowed down
as a result of the various measures imposed by the local governments in response to the outbreak of the COVID-19 pandemic where our
production line projects are located including countrywide quarantine and travel restrictions which in turn will result in a delay of progress
payment from our overseas customers. That said, the Group will assess its business, operational and financial impacts of COVID-19 from time
to time and continue to monitor the evolving situation with appropriate measures.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue
Period-
over-
Period
Six months ended 30 June Change
2020 2019
RMB’000 % RMB’000 % %
(Unaudited) (Unaudited)
Manufacturing of equipment 614,745 80.4 472,797 68.1 30.0
Installation services 11,291 1.5 11,466 1.7 -1.5
Construction of production line 138,728 18.1 209,542 30.2 -33.8
Total 764,764 100.0 693,805 100.0 10.2

Our revenue increased by approximately RMB71.0 million or 10.2% to approximately RMB764.8 million for the six months ended 30 June
2020 from approximately RMB693.8 million for the six months ended 30 June 2019 as a result of the increase in revenue derived from our
manufacturing of equipment business being partially offset by the decrease in revenue derived from our construction of production line

business.

Manuftacturing of equipment. Revenue derived from manufacturing of equipment business increased by approximately RMB141.9 million
or 30.0% from approximately RMB472.8 million for the six months ended 30 June 2019 to approximately RMB614.7 million for the six
months ended 30 June 2020. The increase in revenue derived from manufacturing of equipment business was primarily due to growth in
our domestic sales during the six months ended 30 June 2020 as a result of the rapid rebound of demand from our domestic customers
following the Chinese government's efforts in advancing the infrastructure investment and our increased focus on domestic sales after the
resumption of our business operations in February 2020.

Installation services. Revenue derived from our installation services business decreased by approximately RMBO0.2 million or 1.5% to
approximately RMB11.3 million for the six months ended 30 June 2020 from approximately RMB11.5 million for the six months ended 30
June 2019. This decrease was mainly due to the decreased demand of installation services from customers under our manufacturing of

equipment business for the six months ended 30 June 2020.

Construction of production line. Revenue from our construction of production line business decreased by approximately RMB70.8 million or
33.8% to approximately RMB138.7 million for the six months ended 30 June 2020 from approximately RMB209.5 million for the six months
ended 30 June 2019. This decrease was mainly attributable to slowdown of our overseas production line projects due to the COVID-19

pandemic.

Cost of sales and services

Our cost of sales and services increased by approximately RMB87.0 million or 15.9% to approximately RMB636.1 million for the six months
ended 30 June 2020 from approximately RMB549.0 million for the six months ended 30 June 2019 mainly due to the increase of sales during
the same period. Cost of raw materials, being the largest component of our cost of sales and services, increased by approximately RMB51.6

million during the six months ended 30 June 2020 as compared with the corresponding period last year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Gross profit and gross profit margin

As a result of the foregoing, the Group’s gross profit decreased by approximately RMB16.1 million or 11.1% to approximately RMB128.7
million for the six months ended 30 June 2020 from approximately RMB144.8 million for the six months ended 30 June 2019. The Group's
gross profit margin decreased to 16.8% for the six months ended 30 June 2020 from 20.9% for the corresponding period last year.

Other income

Our other income increased significantly by approximately RMB14.1 million or 1,683.9% to approximately RMB14.9 million for the six
months ended 30 June 2020 from approximately RMBO0.8 million for the six months ended 30 June 2019 primarily attributable to the receipt
of Chinese government grants of approximately RMB11.9 million mainly in respect of the Group’s technology innovation and development.

Other gains and losses

Other gains remained relatively stable at approximately RMB3.5 million for the six months ended 30 June 2020 as compared with
approximately RMB3.6 million for the six months ended 30 June 2019.

Selling and distribution expenses

Our selling and distribution expenses decreased by approximately RMB14.9 million or 26.0% to approximately RMB42.3 million for the six
months ended 30 June 2020 from approximately RMB57.2 million for the six months ended 30 June 2019 mainly due to the decrease of the

transportation fees resulting from the decrease of the revenue derived from our overseas production line projects.

Administrative expenses

Our administrative expenses increased by approximately RMB3.7 million or 16.7% to approximately RMB25.8 million for the six months
ended 30 June 2020 from approximately RMB22.1 million for the six months ended 30 June 2019 mainly attributable to our professional

fees incurred during the six months ended 30 June 2020.

Research expenditure

Our research expenditure decreased by approximately RMB6.3 million or 37.8% to approximately RMB10.4 million for the six months ended
30 June 2020 from approximately RMB16.6 million for the six months ended 30 June 2019 mainly due to the decrease in technical consulting
fees incurred during the six months ended 30 June 2020.

Impairment loss on trade and other receivables and contract assets, net of reversal

Impairment loss on trade and other receivables and contract assets increased by approximately RMB7.3 million or 166.4% to approximately
RMB11.7 million for the six months ended 30 June 2020 from approximately RMB4.4 million for the six months ended 30 June 2019 mainly
due to an increase in impairment loss on trade receivables provided for the six months ended 30 June 2020 and as a result of the increased
balance of trade receivables as at 30 June 2020.

Income tax expenses

Our income tax expenses increased by approximately RMB1.7 million or 23.4% to approximately RMB8.9 million for the six months ended 30
June 2020 from approximately RMB7.2 million for the six months ended 30 June 2019. Our effective tax rate was 16.6% and 15.6% for the
six months ended 30 June 2019 and 2020, respectively. The comparatively higher effective tax rate for the six months ended 30 June 2019

was mainly due to the tax effect of non-deductible expenses incurred by the Group in relation to the Listing during such period.
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MANAGEMENT DISCUSSION AND ANALYSIS

Profit and total comprehensive income for the period

As a result of the foregoing, our profit and total comprehensive income for the period attributable to owners of the Company increased by
approximately RMB12.7 million or 35.2% to approximately RMB48.8 million for the six months ended 30 June 2020 from approximately
RMB36.1 million for the six months ended 30 June 2019.

WORKING CAPITAL MANAGEMENT

The Group maintained sufficient working capital as at 30 June 2020 and continued to adopt a prudent treasury policy in managing its cash
balances and maintain a strong and healthy liquidity to ensure that the Group is well placed to take advantage of growth opportunities of its

business.

Net current assets of the Group amounted to approximately RMB296.1 million (31 December 2019: RMB294.1 million) with a current ratio
calculated by dividing our current assets over our current liabilities of 114.7% (31 December 2019: 115.6%) as at 30 June 2020.

Inventories decreased by approximately RMB43.9 million or 6.4% to approximately RMB646.2 million as at 30 June 2020 from approximately
RMB690.0 million as at 31 December 2019. Inventory turnover days was 189 days for the six months ended 30 June 2020, representing
an increase of 13 days as compared to 176 days for the year ended 31 December 2019. The decrease in inventories was mainly due to
the decreased balance of work-in-progress maintained as at 30 June 2020. The increase in inventory turnover days was mainly because
of the increase in average balance of inventories. Trade, bills and other receivables increased by approximately RMB4.6 million or 0.6% to
approximately RMB750.7 million as at 30 June 2020 from approximately RMB746.1 million as at 31 December 2019, among which trade
receivables increased by approximately RMB55.6 million or 14.3% to approximately RMB444.8 million as compared with approximately
RMB389.2 million as at 31 December 2019. Such change was mainly due to the increase of revenue and the delay of payment from
certain customers resulting from COVID-19 pandemic. In May 2019, our Group, due to the expected delay in settlement from one of our
production line customers resulting from the prolonged approval procedures of its financing bank, entered into a supplemental agreement
with such customer pursuant to which our Group agreed to allow such customer to defer the outstanding payment upon completion of
such production line project up to a maximum amount of RMB280 million (the “Deferred Payment”) bearing a fixed interest rate of 8.41%
per annum. As agreed in the supplemental agreement, the Deferred Payment up to a maximum amount of RMB280 million was agreed to
be settled in every three months by 12 installments starting from 30 June 2020. Any receivable balance, apart from the Deferred Payment,
from this customer should be settled as originally scheduled. Due to the delay in completion of the production line project as a result of
the COVID-19 pandemic, the date of the first repayment has been rescheduled to 30 September 2020. Our trade receivables turnover days
was 92 days (2019: 68 days) for the six months ended 30 June 2020 representing an increase of 24 days. The increase in trade receivable

turnover days was primarily due to the extension of payment terms to a customer as mentioned above.

Prepayments to suppliers increased by approximately RMB74.6 million or 48.0% to approximately RMB230.1 million as at 30 June 2020 from
approximately RMB155.5 million as at 31 December 2019 primarily due to increased prepayments made to the suppliers for the purchase of

raw materials.

Contract liabilities increased by approximately RMB124.7 million or 10.0% to approximately RMB1,365.7 million as at 30 June 2020 from
approximately RMB1,241.0 million as at 31 December 2019. The increase in contract liabilities was mainly due to advance payments received
from our customers during the six months ended 30 June 2020 for new contracts obtained from domestic customers.

LIQUIDITY AND FINANCIAL RESOURCES

The Group funds its business operations both through cash flows generated from its business operations and through external financing,
primarily including banking facilities. The Group's primary uses of cash are for the payment for: (a) raw materials; (b) sub-contracting fees; (c)

staff costs; and (d) overhead.
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 30 June 2020, the Group had cash and cash equivalents of approximately RMB418.0 million (31 December 2019: approximately
RMB486.4 million). A portion of the Group's bank deposits totaling approximately RMB36.0 million (31 December 2019: approximately
RMB12.2 million) were restricted for the issue of bills payables and letter of credit by the Group. The Group's cash and cash equivalents and
restricted bank deposits were mostly denominated in Renminbi, United States dollars (“USD"), Hong Kong dollars and Euro. As at 30 June
2020, we had banking facilities of approximately RMB560.0 million, of which approximately RMB233.9 million were utilised. The utilised
banking facilities as at 30 June 2020 represented bank guarantee of approximately RMB161.7 million and bank acceptance bill amounted
to approximately RMB72.2 million. As at 30 June 2020, our Group had unutilised banking facilities amounted to approximately RMB326.1
million. As at 30 June 2020, the Group did not have any bank borrowings (31 December 2019: Nil).

As at 30 June 2020, the Company's gearing ratio, which is calculated by dividing our total liabilities over our equity attributable to owners
of the Company multiplied by 100%, was 360.4% (31 December 2019: 350.9%). The increase in our gearing ratio was mainly due to the
declaration of dividend during the six months ended 30 June 2020.

During the six months ended 30 June 2020, the Group recorded approximately RMB139.7 million (six months ended 30 June 2019:
RMB130.6 million) net cash from operating activities. Net cash used in investing activities for the six months ended 30 June 2020 amounted
to approximately RMB207.5 million (six months ended 30 June 2019: RMB117.2 million). Net cash used in financing activities for the six
months ended 30 June 2020 amounted to approximately RMB1.8 million (six months ended 30 June 2019: RMB21.1 million).

The Board and the management of the Company had been closely monitoring the Group’s liquidity position, performing ongoing credit
evaluations, and monitoring the financial conditions of its customers, in order to ensure the Group’s healthy cash position.

PRINCIPAL RISKS AND UNCERTAINTIES
Financial Risks

The Group is exposed to market risks from changes in market rates and prices, such as exchange rates, interest rates, credit and liquidity.

Currency risk

The Group's exposure to currency risk relates primarily to the Group’s sales to customers outside mainland China which is usually
denominated in USD. During the six months ended 30 June 2020, approximately 16% (six months ended 30 June 2019: 6%) of the Group’s
sales is denominated in currencies other than the functional currency of the relevant Group entities making the sale. The Group has not
adopted any foreign exchange hedging policy, engaged in any currency hedging or had any positions in any derivative financial instruments
to hedge our currency risk as the management of the Group considers that the foreign exchange risk exposure of the Group is minimal. The

Group will consider hedging significant foreign currency exposure should the need arise.
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MANAGEMENT DISCUSSION AND ANALYSIS

Interest rate risk

The Group's exposure to risk for changes in market interest rates relates primarily to the Group's loans to and amounts due to independent
third parties and the floating-rate restricted bank balance and bank balances. The Group currently does not have any interest rate hedging
policy. The Group monitors its exposures on an on-going basis and will consider hedging interest rate risk should the need arise.

Credit risk

Credit risk is the risk that a customer or counterparty will default on its contractual obligations resulting in financial loss to the Group. The
Group'’s credit risk is primarily attributable to its trade, bills and other receivables, contract assets, restricted bank deposits and bank balances.

Given that 68.9% (31 December 2019: 75.2%) of the total trade receivables was due from one independent customer of the Group as at 30

June 2020, the Group has concentration of credit risk.

In order to minimise the credit risk, the management of the Group has delegated a team responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure that follow-up action is taken to recover overdue debts. In addition, the Group reviews
the recoverable amount of each individual receivables at the end of each reporting period to ensure that adequate impairment losses are
made for irrecoverable amounts.

Liquidity risk

During the six months ended 30 June 2020, the Group did not experience any liquidity shortage. We managed our liquidity risks by
maintaining adequate level of cash and cash equivalents to finance the Group's operations and mitigate the effects of fluctuations in cash

flows.

CONTINGENT LIABILITIES

As at 30 June 2020, the Group did not have any significant contingent liabilities (31 December 2019: Nil).

CAPITAL EXPENDITURE

During the six months ended 30 June 2020, the Group's capital expenditure amounted to approximately RMB35.9 million (six months ended
30 June 2019: approximately RMB4.8 million) which was mainly related to the acquisition of property, plant and equipment and upfront
payments for right-of-use assets.
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MANAGEMENT DISCUSSION AND ANALYSIS

PLEDGE OF ASSETS

As at 30 June 2020, the Group's restricted bank deposits with an aggregate carrying amount of approximately RMB36.0 million were
pledged to banks for issuing bills payables. As at 31 December 2019, the Group'’s restricted bank deposits and bills receivable with an
aggregate carrying amount of approximately RMB14.0 million were pledged to banks for issuing bills payables.

CAPITAL COMMITMENTS

As at 30 June 2020, the Group's capital expenditure in respect of acquisition of property, plant and equipment contracted but not provided
for amounted to approximately RMB16.4 million (31 December 2019: approximately RMB19.0 million).

OFF-BALANCE SHEET TRANSACTIONS

Save for the capital commitments and pledged assets disclosed above, the Group did not enter into any material off-balance sheet

transactions or arrangements during the six months ended 30 June 2020 and up to the date of this report.

EMPLOYEES AND REMUNERATION INFORMATION

As at 30 June 2020, the Group had a total of 996 employees including staff from administrative, finance, sales, supply, technical, quality

control, and production departments.

Remuneration packages of our employees usually comprise, among other things, salaries, bonus, contribution to pension schemes and
allowances. We regularly review and determine the remuneration and compensation package of our employees by reference to, among
other things, their performance, qualifications, respective responsibilities and market levels of salaries paid by comparable companies. For
the six months ended 30 June 2020, the Group incurred staff cost (including Directors’ remuneration) of approximately RMB44.8 million (six

months ended 30 June 2019: approximately RMB44.3 million).
The Group provides to our employees on a regular basis and when deemed necessary training covering various aspects of our business
operation, including work safety, sales and marketing, compliance with applicable laws and regulations, technical skills, management and

production quality.

The Group did not experience any major labour disputes, work stoppages or labour strikes that led to disruptions in our Group’s operations.

The Directors consider that the Group has maintained a good working relationship with its staff.
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MANAGEMENT DISCUSSION AND ANALYSIS

USE OF PROCEEDS FROM THE SHARE OFFER

Net proceeds from the Share Offer and the Listing of the Company on the Main Board of the Stock Exchange on 15 November 2019 (the
"Listing Date"), after deduction of the underwriting fees and commissions and expenses of the Company in connection with the Share
Offer was approximately HK$150.0 million. The Group would apply such proceeds in a manner consistent with the intended use of proceeds
as disclosed in the Prospectus. The table below sets forth the utilisation of the net proceeds from the Share Offer and the unused amount as

at 30 June 2020. All the unused proceeds have been deposited into a bank account maintained by the Group.

Utilised Unutilised
amount amount
Percentage as at as at
to total Net 30 June 30 June Expected timeline for
amount proceeds 202077 2020 unutilised amount®e?
% HKS million HKS million HKS million
Investing in a project for 78.7 118.0 37.7 80.3 To be fully utilised during
manufacturing rotary kilns the period from
possessing the latest roasting and third quarter of 2020 to
pyrolysis technology the end of 2021
Increasing the productivity and 7.0 105 46 5.9 To be fully utilised by
efficiency in manufacturing our third quarter of 2020
products for our rotary kiln and
grinding equipment system
Research and development of 6.8 102 0 102 To be fully utilised during
the latest roasting and pyrolysis the period from
technology applicable to rotary kilns third quarter of 2020
to the end of 2021
Marketing activities 35 52 0.9 43 To be fully utilised by
third quarter of 2021
Working capital 4.0 6.1 0 6.1 To be utilised based on
actual need
100.0 150.0 432 106.8
Notes:
1. The net proceeds were used by our PRC subsidiaries in RMB. The translation of RMB into Hong Kong dollars have been made at the

rate of RMB1.00 to HK$1.0948.

2. For further details of the expected timeline, please refer to the Prospectus.
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MANAGEMENT DISCUSSION AND ANALYSIS

SIGNIFICANT INVESTMENT HELD, MATERIAL ACQUISITION OR DISPOSAL

During the six months ended 30 June 2020 and up to the date of this report, the Group had no significant investment held or performed any

material acquisition or disposal of subsidiaries, associated companies and joint ventures.

FUTURE PLANS FOR MATERIAL INVESTMENTS AND CAPITAL ASSETS

Save as disclosed in the Prospectus, the Group does not have other plans for material investments and capital assets.

ASSESSMENT OF THE IMPACT OF COVID-19

The outbreak of COVID-19 pandemic and the subsequent quarantine measures as well as travel restrictions imposed by many countries have
affected the overseas sales of the Group. In particular, we expect the completion date of our production line projects will be delayed due to
the current difficulties in sending staff of the Group as well as our subcontractors to overseas project sites. Based on the currently available
information, the Group considers the event would not have material impact to the Group’s operation noting the rebound of domestic
demand following the Chinese government'’s efforts in advancing the infrastructure investment and the Group’s increased focus on domestic
sales. The Group is closely monitoring the latest development and will continue to assess the impact of the COVID-19 pandemic, as well
as any government's stimulus in response, on the Group's financial position and operating results from time to time. Up to the date of this

report, the assessment is still in progress.

CHINA PENGFEI GROUP LIMITED 2020 Interim Report



CORPORATE GOVERNANCE AND OTHER INFORMATION

DIRECTORS’ AND CHIEF EXECUTIVE’'S INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 30 June 2020, the interests and short positions of the Directors and chief executive of the Company in the Shares, underlying Shares
and debentures of the Company and associated corporations (within the meaning of Part XV of Securities and Futures Ordinance (Chapter
571 of the Laws of Hong Kong) (the “SFO") which are (a) recorded in the register required to be kept under section 352 of the SFO (including
interests and short positions in which they are taken or deemed to have under such provisions of the SFO); or (b) as otherwise notified to the
Company and the Stock Exchange pursuant to the required standard dealings by directors of listed issuer as referred to the “Model Code for
Securities Transactions by Directors of Listed Issuers” (the “Model Code”) as set out in Appendix 10 to the Rules Governing the Listing of

Securities on the Stock Exchange (the “Listing Rules”), were as follows:

Long Positions in the Shares

Approximate

percentage of

Number shareholding
Name of Director Nature of Interest of Shares interest
Mr. Wang Jiaan (EX %) Interest in controlled corporation Mete 207,444,000 41.49%

Note:

(1) Ambon Holding Limited is wholly-owned by Mr. Wang Jiaan (£ %) who is deemed to be interested in the Shares held by Ambon
Holding Limited under the SFO.

Save as disclosed above, as at 30 June 2020, none of the Directors or chief executive of the Company nor their associates had registered an
interest or short position in any Shares or underlying Shares and/or debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) which would have 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 in which they are taken or deemed to have under such provisions of the SFO)
or that was required to be recorded in the register kept by the Company pursuant to section 352 of the SFO, or which are required to be

notified to the Company and the Stock Exchange, pursuant to the Model Code.

Directors’ Rights to Acquire Shares and Debentures

At no time during the six months ended 30 June 2020 and up to the date of this report was the Company, its subsidiaries, its fellow
subsidiaries or its holding companies a party to any arrangement which would enable the Directors to acquire benefits by means of the

acquisition of Shares in, or debentures of, the Company or any other body corporate.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN SHARES AND UNDERLYING SHARES

So far as is known to any Directors or chief executive of the Company, as at 30 June 2020, the following persons (other than Directors or
chief executive of the Company whose interests are disclosed under the paragraph headed “Directors’ and Chief Executive’s Interests and
Short Positions in Shares, Underlying Shares and Debentures of the Company and its Associated Corporations” above) had interest or short

position in the Shares or underlying Shares as recorded in the register required to be kept by the Company under section 336 of the SFO:

Long Positions in the Shares

Approximate

percentage of

Number shareholding
Name Nature of Interest of Shares interest
Ambon Holding Limited Beneficial owner Note D 207,444,000 41.49%
PF International Group Limited (“PF International”) Beneficial owner Mote2 121,946,000 24.39%
PF Global Limited (“PF Global”) Beneficial owner Mote3 45,610,000 9.12%

Notes:

(1) Ambon Holding Limited is wholly-owned by Mr. Wang Jiaan (£ %) who is deemed to be interested in the Shares held by Ambon
Holding Limited under the SFO.

(2)  These Shares are held by PF International, which is owned as to approximately 26.51% by Mr. Zhou Yinbiao (JASR1Z), 18.55% by Mr.
Yu Yangui (TIEEE), 16.76% by Mr. Dai Xianru (2| & 1), 13.7% by Mr. Wang Yun (££), 9.76% by Mr. Ben Daolin (E3&#K), 8.26%
by Mr. Chen Lidong (F#%25) and 6.46% by Mr. Ben Daochun (E#E#).

(3)  These Shares are held by PF Global, which is owned as to approximately 19.2% by Ben Xudong (EJEX), 32.64% by Chen Yulou (f%
EiE), 21.6% by Cai Tongfu (B2[R'E), 1.92% by Liu Chengguan (ZIFXE), 1.92% by Qian Jiayin (§11$8), 1.28% by Zhang Doufa (5%
[#]Z%), 1.28% by Ding Jialin (T ££#K), 0.64% by Wang Shigin (Et£ ), 0.64% by Ding Qinghai (T B/#), 0.64% by Cui Hengfu (££18
&), 0.64% by Jiao Yuanjin (&), 0.64% by Wang Xiaobo (£ /M), 0.64% by Yu Zhongwen (FH1X), 0.64% by Lin Xianyue (#
42 ), 0.64% by Yuan Xiaofei (32/)\7), 1.12% by Zhou Bugao (JA# &), 1.12% by Shen Jixiang (JL &), 0.64% by Zhou Yue (JE13),
0.64% by Zhou Kewen (E5218), 0.64% by Zhou Jin (JE$%), 0.48% by Wang Huajun (E%£1&), 0.48% by Zhang Gui (3R &), 0.48% by
Liu Yaqin (2IZ57), 0.48% by Ben Zhonglin (EE#£), 0.64% by Wang Jin (F#), 0.64% by Jiang Xiaoming (#&EzRH), 0.64% by Wu
Yijun ((;RFEE), 0.48% by Pei Haiging (388 %), 0.48% by Cui Xinxin (EfRfX) (which was inherited from Cui Yegui (22 5) on 1 July
2018), 0.48% by Zhou Jianyi (JE#E#) and 5.6% by Pei Qirong (FEH 28).

Save as disclosed above, as at 30 June 2020, the Directors were not aware of any other person who had or deemed to have interests or short

positions in the Shares and underlying Shares which has disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO and as recorded in the register required to be kept under section 336 of the SFO.

INTERIM DIVIDEND

The Board did not recommend the payment of an interim dividend for the six months ended 30 June 2020.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

PURCHASE, SALES OR REDEMPTION OF THE LISTED SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries has purchased, sold or redeemed any securities of the Company during the six months
ended 30 June 2020.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and to the best knowledge of the Directors, the Company has maintained
sufficient prescribed public float of not less than 25% of the issued Shares as required under the Listing Rules for the six months ended 30
June 2020.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

The Company has adopted the corporate governance code (the “Corporate Governance Code") contained in Appendix 14 to the Listing
Rules as its own code on corporate governance. During the six months ended 30 June 2020, the Company has complied with the Corporate

Governance Code.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its code of conduct regarding Directors’ securities transactions. All Directors have confirmed,
following specific enquiry by the Company, that they have complied with the Model Code during the six months ended 30 June 2020.

INTERESTS OF THE COMPLIANCE ADVISER

As notified by Essence Corporate Finance (Hong Kong) Limited (“Essence”), the Company’s compliance adviser, save for the compliance
advisor agreement entered into between the Company and Essence dated 29 October 2019 in connection with the Listing, none of Essence
or its directors, employees or close associates (as defined in the Listing Rules) had any interest in the Group as at 30 June 2020, which is

required to be notified to the Company pursuant to Rule 3A.19 of the Listing Rule.

REVIEW OF UNAUDITED INTERIM RESULTS BY THE AUDIT COMMITTEE

The Company established an audit committee (the “Audit Committee”) with written terms of reference in compliance with the Corporate
Governance Code. As at the date of this report, the Audit Committee comprises three members, namely Mr. Mak Hing Keung, Thomas, Mr.
Ding Zaiguo and Ms. Zhang Lanrong. Mr. Mak Hing Keung, Thomas is the Chairman of the Audit Committee.

The Audit Committee has reviewed the Group's unaudited interim condensed consolidated financial information for the six months ended
30 June 2020. The Audit Committee is of the view that the unaudited interim condensed consolidated financial information is in compliance

with the applicable accounting standards, the Listing Rules and other legal requirement and that sufficient disclosure has been made.

The unaudited interim condensed consolidated financial information of the Group for the six months ended 30 June 2020 has not been

audited or reviewed by the Group's auditor, Messrs. Deloitte Touche Tohmatsu.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

CHANGES IN THE BOARD AND THE DIRECTORS’ INFORMATION

As of the date of this report, there was no change in the Board and the information of Directors of the Company which is required to be

disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

CONTINUING DISCLOSURE OBLIGATIONS PURSUANT TO THE LISTING RULES

The Company does not have any other disclosure obligations pursuant to Rules 13.20, 13.21 and 13.22 of the Listing Rules.

SUBSEQUENT EVENT AFTER THE REPORTING PERIOD

As of the date of this report, the Company does not have any subsequent event after the reporting period which is required to be disclosed.
By order of the Board
China PengFei Group Limited

Wang Jiaan
Chairman

Jiangsu, China
13 August 2020
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE SIX MONTHS ENDED 30 JUNE 2020

Revenue

Cost of sales and services

Gross profit

Other income

Other gains and losses

Selling and distribution expenses

Administrative expenses

Research expenditure

Impairment losses on trade and other receivables and contract assets, net of reversal
Listing expenses

Finance costs

Profit before tax

Income tax expense

Profit and total comprehensive income for the period

Profit (loss) and total comprehensive income (expenses)
for the period attributable to:
— Owners of the Company
— Non-controlling interests

Earnings per share
— Basic (RMB cent)

— Diluted (RMB cent)

Six months ended 30 June

Notes 2020 2019
RMB’ 000 RMB' 000

(unaudited) (unaudited)

4 764,764 693,805
(636,058) (549,034)

128,706 144,771

5 14,860 833
3,517 3,572
(42,308) (57,189)
(25,848) (22,145)
(10,350) (16,639)
(11,732) (4,404)
- (5,217)
(2) (293)

56,843 43,289
(8,856) (7,174)

47,987 36,115

48,775 36,088

(788) 27

47,987 36,115

9

9.76 9.62

N/A N/A
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AT 30 JUNE 2020

NON-CURRENT ASSETS

Property, plant and equipment

Investment properties

Intangible assets

Right-of-use assets

Deposits paid for acquisition of property,
plant and equipment

CURRENT ASSETS

Inventories

Trade, bills and other receivables
Contract assets

Contract costs

Value-added tax recoverable
Prepayments to suppliers

Term deposits over three months
Restricted bank deposits

Bank balances and cash

CURRENT LIABILITIES

Trade, bills and other payables
Contract liabilities

Dividend payable

Tax payable

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

CHINA PENGFEI GROUP LIMITED 2020 Interim Report

Notes

10
10

13

30 June 2020 31 December 2019
RMB'000 RMB'000
(unaudited) (audited)
202,556 190,851
12,250 12,846
49 70
48,235 40,314
10,616 9,584
273,706 253,665
646,158 690,047
750,742 746,144
67,048 54,640
15,611 14,990
124 14,017
230,126 155,527
150,000 -
36,041 12,211
417,999 486,445
2,313,849 2,174,021
622,657 638,418
1,365,742 1,241,038
25,000 -
4,383 455
2,017,782 1,879,911
296,067 294,110
569,773 547,775




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)

AT 30 June 2020

CAPITAL AND RESERVES
Share capital

Share premium

Reserves

Equity attributable to owners of the Company

Non-controlling interests
TOTAL EQUITY

NON-CURRENT LIABILITY

Deferred tax liabilities

Notes 30 June 2020 31 December 2019
RMB'000 RMB' 000

(unaudited) (audited)

15 4,504 4,504
208,617 208,617

349,125 325,350

562,246 538,471
(882) (94)

561,364 538,377

12 8,409 9,398
569,773 547,775
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED 30 JUNE 2020

At 1 January 2020 (audited)
Profit (loss) and total comprehensive
income (expenses) for the period
Dividends recognised as
distribution (note 8)

At 30 June 2020 (unaudited)

At 1 January 2019 (audited)
Profit and total comprehensive

income for the period

30 June 2019 (unaudited)

CHINA PENGFEI GROUP LIMITED 2020 Interim Report

Attributable to owners of the Company

Paid-in/ Capital Non-
share Share surplus Other Retained controlling
capital  premium reserve reserve profits Subtotal interests Total
RMB'000 RMB'000 RMB'000  RMB'000 RMB'000  RMB'000 RMB'000  RMB’000
4,504 208,617 109,190 2,252 213,908 538,471 (94) 538377
- - - - 48,775 48,775 (788) 47,987
- - - - (25,000) (25,000) - (25,000)
4,504 208,617 109,190 2,252 237,683 562,246 (882) 561,364
51,386 - 90,470 1,422 153,693 296,971 (1,064) 295,907
- - - - 36,088 36,088 27 36,115
51,386 - 90,470 1,422 189,781 333,059 (1,037) 332,022




CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE SIX MONTHS ENDED 30 JUNE 2020

NET CASH FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES

Proceeds on disposal of property, plant and equipment
Placement of term deposits

Placement of restricted bank deposits

Withdrawal of restricted bank deposits

Purchase of and deposits paid for acquisition of property, plant and equipment
Purchase of intangible assets

Upfront payments for right-of-use assets

Bank interest received

Interest income from independent third parties
Purchase of financial assets at FVTPL

Disposal of financial assets at FVTPL

Repayment received from loan to independent third parties
NET CASH USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES

Issue cost paid

Repayments of loan from independent third parties
Repayments of lease liabilities

Dividend paid

NET CASH USED IN FINANCING ACTIVITIES

NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE PERIOD
Effect of exchange rate changes on the balance of cash and

cash equivalents held in foreign currencies

CASH AND CASH EQUIVALENTS AT END OF THE PERIOD,
REPRESENTED BY BANK BALANCES AND CASH

Six months ended 30 June

2020 2019
RMB’ 000 RMB’ 000
(unaudited) (unaudited)
139,661 130,636
42 178
(150,000) -
(31,083) (105,005)
7,253 91,985
(27,542) (3,615)
- (91)
(8,389) (1,057)
2,224 206
17 17
- (553,400)
- 445,165
- 8,449
(207,478) (117,168)
(744) (1,807)
(1,068) -
(9 9)
- (19,270)
(1,821) (21,086)
(69,638) (7,618)
486,445 233,881
1,192 6
417,999 226,269

CHINA PENGFEI GROUP LIMITED 2020 Interim Report 23



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2020

1. CORPORATE INFORMATION

The Company was incorporated as an exempted company and registered in the Cayman Islands with limited liability under the
Companies Law of the Cayman Islands on 31 July 2017. The Company’s shares have been listed on the Main Board of the Stock
Exchange on 15 November 2019. The addresses of the Company's registered office and its principal place of business are located at
Suite #4-210, Governors Square, 23 Lime Tree Bay Avenue, PO Box 32311, Grand Cayman KY1-1209, Cayman Islands and Benjiaji,
Northern Suburb, Haian City, Jiangsu Province, the PRC, respectively. The principal activities of the Group are production and sale of
complete sets of equipment (including rotary kilns system, grinding equipment system and their related parts and components) and
construction of production line and provision of installation services.

The condensed consolidated financial statements are presented in Renminbi (“RMB”), which is also the functional currency of the

Company.

2. BASIS OF PREPARATION

The condensed consolidated financial statements have been prepared in accordance with International Accounting Standard 34 (“IAS
34") "Interim Financial Reporting” issued by the International Accounting Standards Board (the “IASB") as well as with the applicable

disclosure requirements of Appendix 16 to the Listing Rules.

3. PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared on the historical cost basis.

Other than changes in accounting policies resulting from application of new and amendments to International Financial Reporting
Standards (“IFRSs"), the accounting policies and methods of computation used in the condensed consolidated financial statements for
the six months ended 30 June 2020 are the same as those presented in the Group’s annual financial statements for the year ended 31
December 2019.

Application of amendments to IFRSs

In the current interim period, the Group has applied the Amendments to References to the Conceptual Framework in IFRSs and the
following amendment to IFRSs issued by the IASB, for the first time, which are mandatorily effective for the annual period beginning

on or after 1 January 2020 for the preparation of the Group’s condensed consolidated financial statements:

Amendments to IAS 1 and IAS 8 Definition of Material
Amendments to IFRS 3 Definition of a Business
Amendments to IFRS 9, IAS 39 and IFRS 7 Interest Rate Benchmark Reform

The application of the Amendments to References to the Conceptual Framework in IFRSs and the amendments to IFRSs in the current
period has had no material impact on the Group’s financial positions and performance for the current and prior periods and/or on the

disclosures set out in the condensed consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2020

REVENUE AND SEGMENT INFORMATION

Revenue represents the amounts received and receivable from the sale of equipment, construction of production line and rendering of
installation service, net of sales related taxes during the current interim period.

Six months ended 30 June

2020 2019

RMB’ 000 RMB' 000

(unaudited) (unaudited)

Sale of equipment, recognised at a point in time 614,745 472,797
Revenue from construction of production line, recognised over time 138,728 209,542
Installation service, recognised over time 11,291 11,466
764,764 693,805

Entity-wide disclosures
Geographical information
The Group's non-current assets are all situated in the PRC. The geographical information of the Group's revenue, determined based on

geographical location of the registered office of the immediate customers, during the current interim period is as follows:

Six months ended 30 June

2020 2019

RMB’ 000 RMB’ 000

(unaudited) (unaudited)

Mainland China 606,556 479,054
Outside Mainland China

Including: Cote d'Ivoire 87,101 25,225

Uzbekistan 29,154 3,909

Republic of Kazakhstan 22,388 175,159

Other countries 19,565 10,458

764,764 693,805

No segment assets and liabilities information is provided as no such information is regularly provided to the chief operating decision

maker of the Group on making decision for resources allocation and performance assessment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2020

5. OTHER INCOME

Six months ended 30 June

2020 2019

RMB’ 000 RMB’ 000

(unaudited) (unaudited)

Bank interest income 2,224 206
Interest income from independent third parties 17 17
Government subsidies 11,878 61
Rental income 687 537
Others 54 12
14,860 833

Note: The amount represents unconditional government subsidies from local government in connection with the enterprise
development support, innovation capability incentives and/or the expenses related to the listing incurred by the Group.

6. PROFIT BEFORE TAX

Profit before tax has been arrived at after charging (crediting):

Six months ended 30 June

2020 2019

RMB’ 000 RMB' 000

(unaudited) (unaudited)

Depreciation of property, plant and equipment 14,799 17,456

Depreciation of investment properties 596 632

Amortisation of intangible assets 21 22

Depreciation of right-of-use assets 468 338

15,884 18,448

Capitalised in inventories (13,018) (15,522)

Total depreciation and amortisation charged to profit or loss 2,866 2,926

Impairment losses on trade receivables, net of reversal 10,815 3,953
Recognition (reversal) of impairment losses on other receivables,

net of (reversal) impairment 31 (13)

Impairment losses on contract assets, net of reversal 886 464

11,732 4,404
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2020

INCOME TAX EXPENSE

Six months ended 30 June

2020 2019

RMB’ 000 RMB’ 000

(unaudited) (unaudited)

PRC Enterprise Income Tax (“"EIT") 9,845 9,472
Deferred tax credit (Note 12) (989) (2,298)
8,856 7,174

The Company is not subject to income tax or capital gain tax under the law of Cayman Islands.
PengFei Holdings Limited is not subject to income tax or capital gain tax under the law of BVI.

No provision of Hong Kong Profit Tax was made in the condensed consolidated financial statements as the Group had no assessable
profit subject to Hong Kong Profit Tax during the six months ended 30 June 2019 and 2020.

Jiangsu Pengfei Group Limited* (T#RIE S B %15 B BR 72 R]) obtained the renewal of “High Technology Enterprise” certification in
2019, and therefore continued the entitlement of a preferential tax rate of 15% to 31 December 2020.

The other PRC subsidiaries are subjected to PRC EIT rate of 25% during the six months ended 30 June 2019 and 2020.

DIVIDENDS

During the current interim period, a final dividend of RMB0.05 (2019: nil) per ordinary share in respect of the year ended 31 December
2019 was declared to the owners of the Company. The aggregate amount of the final dividend declared in the current interim period
amounted to RMB25,000,000 (2019: nil).

The directors of the Company have determined that no dividend will be declared in respect of the six months ended 30 June 2020.

English name is for identification purpose only
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2020

9. EARNINGS PER SHARE

The calculation of basic and diluted earnings per share attributable to owners of the Company is based on the following data:

Six months ended 30 June

2020 2019
(unaudited) (unaudited)
Earnings:
Profit for the period attributable to owners of the Company for the purpose
of basic and diluted earnings per share (RMB’ 000) 48,775 36,088
Number of shares:
Number of ordinary shares for the purpose of basic and diluted earnings per share (' 000) 500,000 375,000

The number of ordinary shares for the purpose of calculating basic and diluted earnings per share has been determined on the
assumption that the capitalisation issue of the shares of the Company as detailed in the Prospectus had been effective on 1 January
2019.

No diluted earnings per share was presented as there were no potential ordinary shares in issue during the six months ended 30 June
2019 and 2020.

10. MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT, RIGHT-OF-USE ASSETS AND
INVESTMENT PROPERTIES

During the current interim period, the Group disposed of certain property, plant and machinery with an aggregate carrying amount of
RMB6,000 (2019: RMB100,000) for cash proceeds of RMB42,000 (2019: RMB178,000), resulting in a gain on disposal of RMB36,000
(2019: RMB78,000).

During the current interim period, the Group acquired property, plant and equipment of RMB26,510,000 (2019: RMB2,367,000).

During the current interim period, the Group acquired right-of-use assets of RMB8,389,000 (2019: RMB1,057,000).

During the current interim period, no investment property is acquired or disposed by the Group (2019: nil).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2020

11.

12.

CONTRACT ASSETS
30 June 2020 31 December 2019
RMB’000 RMB' 000
(unaudited) (audited)
Sale of equipment 69,652 54,730
Installation service 2,288 3,916
71,940 58,646
Less: Impairment loss allowance for contract assets (4,892) (4,006)
67,048 54,640
DEFERRED TAX LIABILITIES
The following are the major deferred tax liabilities and assets recognised and movements thereon:
Impairment loss
allowance
on trade
Items impacted and other
by the revenue Accrued  receivables and
recognition expenses contract assets Total
RMB' 000 RMB’000 RMB’ 000 RMB’ 000
At 1 January 2019 (audited) (19,894) 6,516 5,738 (7,640)
Credit (charge) to profit or loss 2,664 (507) 141 2,298
At 30 June 2019 (unaudited) (17,230) 6,009 5,879 (5,342)
(Charge) credit to profit or loss (6,955) 2,295 604 (4,056)
At 31 December 2019 (audited) (24,185) 8,304 6,483 (9,398)
Credit (charge) to profit or loss 1,141 (1.466) 1,314 989
At 30 June 2020 (unaudited) (23,044) 6,838 7,797 (8,409)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2020

13. TRADE, BILLS AND OTHER RECEIVABLES

30 June 2020 31 December 2019

RMB'000 RMB'000

(unaudited) (audited)

Trade receivables 444,754 389,227

Less: Impairment loss allowance for trade receivables (29,696) (18,881)

415,058 370,346

Bills receivables 327,222 369,642

Total trade receivables and bills receivables (note (i) 742,280 739,988
Other receivables and prepayments

Other receivables 7,640 5,085

Prepaid expenses 159 377

Loans to independent third parties 800 800

8,599 6,262

Less: Impairment loss allowance for other receivables (137) (106)

8,462 6,156

750,742 746,144

Note (i): As at 30 June 2020, included in the Group's trade receivables was a balance of RMB286,174,000 (31 December 2019:

RMB278,471,000) (net of impairment loss allowance of RMB911,000 (31 December 2019: RMB889,000)) due from a
customer in respect of the construction of a production line located in the Republic of Kazakhstan. In May 2019, due to
the expected delay in settlement from this customer as a result of the prolonged approval procedures from the customer’s
financing bank, the Group entered into a supplemental agreement with the customer, pursuant to which the Group agreed to
defer an estimated amount of RMB280,000,000 (the “Deferred Payment”) upon completion of the test run of the production
line on or before 31 December 2019. The amount of the Deferred Payment, time period for accrual of interest and repayment
schedule are subjected to finalisation between both parties according to the actual outstanding principal and interest upon
completion of the test run of the production line. Both parties agreed to enter into another finalised Deferred Payment
agreement with such details and terms to be fixed (the “Finalised Deferred Payment Agreement”).

The Group had taken into consideration, when entered into the supplemental agreement, among others: (i) the creditability
of the customer, (i) the Group’s business relationship with the customer, and (jii) the additional securities and guarantee
obtained by the Group, including (a) corporate guarantee from the controlling shareholder and a fellow subsidiary of the
customer, (b) charges over the equity interests of the immediate holding company and another fellow subsidiary of the
customer and (c) pledge of the cement plant under construction held by the customer which was located in the Republic of
Kazakhstan and all of its related machinery, tools, furniture, fixtures, equipment and vehicles. The Deferred Payment will carry
a fixed interest rate of 8.41% per annum and settle in every three months by 12 installments starting from 30 June 2020.

The test run of the production line was completed during the year ended 31 December 2019. As at 30 June 2020 and up to
the date of issuance of the condensed consolidated financial statements, the Group and the customer have not yet entered
into the Finalised Deferred Payment Agreement due to delay in completion of the production line as a result of the COVID-19.
The date for first repayment was rescheduled to 30 September 2020 according to a further supplemental agreement entered
into on 5 July 2020.

The Group does not grant any credit period to its customers except for one customer set out in abovementioned note (i).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2020

TRADE, BILLS AND OTHER RECEIVABLES (continued)

The following is an aged analysis of trade receivables, net of impairment loss allowance, presented based on the date when the Group

obtains the unconditional rights for payment at the end of each reporting period.

30 June 2020 31 December 2019

RMB'000 RMB’ 000

(unaudited) (audited)

0to 1 year 363,442 323,531
1to 2 years 26,600 19,716
Over 2 years 25,016 27,099
415,058 370,346

The following is an aged analysis of bills receivables presented based on the issue dates of bills receivables at the end of each reporting

period.

30 June 2020 31 December 2019

RMB'000 RMB' 000

(unaudited) (audited)

0 to 180 days 319,630 338,356
181 days to 1 year 7,592 31,286
327,222 369,642

The following is a maturity analysis of bills receivables presented based on the remaining dates to maturity of bills receivables at the

end of each reporting period.

30 June 2020 31 December 2019

RMB’ 000 RMB'000

(unaudited) (audited)

0 to 180 days 320,661 352,505
181 days to 1 year 6,561 17,137
327,222 369,642

As at 30 June 2020, no bills receivables of the Group (31 December 2019: RMB1,753,000) were pledged to banks for issuing bills

payables.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2020

14. TRADE, BILLS AND OTHER PAYABLES

Trade payables

Bills payables

Other taxes payables

Amounts due to independent third parties
Accrued expense

Accrued issue costs and listing expenses
Accrued payroll and welfare

Unpaid incremental commission

Lease liabilities

Other payables

30 June 2020 31 December 2019
RMB’ 000 RMB' 000
(unaudited) (audited)
478,468 537,697
84,178 28,332
8,959 8,672

989 2,046

4,581 5,059

- 3,026

11,875 20,006
33,299 33,322

67 74

24 184
622,657 638,418

The following is an aged analysis of trade payable, presented based on the invoice dates, at the end of each reporting period:

0to 1 year
1 year to 2 years
Over 2 years

30 June 2020 31 December 2019
RMB'000 RMB'000
(unaudited) (audited)
444,460 507,505
7,541 13,152

26,467 17,040
478,468 537,697

The following is an aged analysis of bills payables presented based on issue dates at the end of each reporting period:

Age

0to 180 days

30 June 2020 31 December 2019
RMB'000 RMB'000
(unaudited) (audited)
84,178 28,332

The following is an aged analysis of bills payable presented based on maturity date at the end of each reporting period:

Age

0 to 180 days
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30 June 2020 31 December 2019
RMB’ 000 RMB' 000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2020

15. SHARE CAPITAL

16.

Authorised:

On 1 January 2019 (audited) and 30 June 2019 (unaudited)
Re-denomination of share capital from par value of RMB1 each to

HK$0.01 each
—increased

- repurchased and cancelled

On 31 December 2019 (audited) and 30 June 2020 (unaudited)

Issued:

On 1 January 2019 (audited) and 30 June 2019 (unaudited)
Re-denomination of share capital from par value of RMB1 each to

HK$0.01 each

— allotment and issued
—repurchased and cancelled
Capitalisation issue

Issuance of new shares upon Listing
On 31 December 2019 (audited) and 30 June 2020 (unaudited)

Presented in RMB’ 000

CAPITAL COMMITMENTS

Number
Par value of shares Amount
‘000 000
RMB1 600,000 RMB600,000
HK$0.01 10,000,000 HK$100,000
RMB1 (600,000) RMB(600,000)
HK$0.01 10,000,000 HK$100,000
RMB1 51,386 RMB51,386
HK$0.01 51,386 HK$514
RMB1 (51,386) RMB(51,386)
HK$0.01 323,614 HK$3,236
HK$0.01 125,000 HK$1,250
HK$0.01 500,000 HK$5,000
RMB4,504

Capital expenditure in respect of acquisition of property, plant and equipment contracted

for but not provided in the condensed consolidated financial statements

30 June 2020 31 December 2019

RMB’ 000
(unaudited)

16,352

RMB’ 000
(audited)

19,002
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2020

17. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

The directors of the Company consider that the carrying amounts of financial assets and financial liabilities recorded at amortised cost

in the condensed consolidated statement of financial position approximate to their fair values.

18. RELATED PARTY TRANSACTIONS

Compensation of key management personnel

Six months ended 30 June

2020 2019

RMB’ 000 RMB’ 000

(unaudited) (unaudited)

Salaries, bonus and other benefits 671 660
Retirement benefits scheme contributions 20 68
Discretionary performance related bonus 200 195
891 923

The remuneration of key management personnel (being Chairman and director of the Company and other key management of the

Group), is determined with reference to the performance of individuals and market trends.
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