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Level 13, 60 Castlereagh Street Sydney NSW 2000 
GPO Box 5138 Sydney NSW 2001

T +61 (0) 2 8226 4500 
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www.rsm.com.au

AUDITOR’S INDEPENDENCE DECLARATION

As lead auditor for the audit of the financial report of Aobo Environmental Technology Limited (the company) and 
its controlled entities (the group) for the year ended 31 Dec 2020, I declare that, to the best of my knowledge and 
belief, there have been no contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and

(ii) any applicable code of professional conduct in relation to the audit.

RSM AUSTRALIA PARTNERS

Anthony Travers
Partner

Sydney, NSW
Dated:  30 Apr 2021
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RSM Australia Partners is a member of the RSM network and trades as RSM.  RSM is the trading name used by the members of the RSM network.  Each member of the
RSM network is an independent accounting and consulting firm which practices in its own right.  The RSM network is not itself a separate legal entity in any jurisdiction.

RSM Australia Partners ABN 36 965 185 036

Liability limited by a scheme approved under Professional Standards Legislation

Elizabeth.Bullock
Text Box
30 April 2021
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Consolidated Statement of Profit or Loss and 
Other Comprehensive Income 

For the year ended 31 December 2020 

Note 2020 2019
AUD AUD

Sales revenue 5 8,051,663 13,848,152 
Cost of sales (6,065,173) (9,475,191)
Gross profit 1,986,490 4,372,961 

Other income 5 1,490,051 5,868 
Interest income 16,471 59,360 
Sales and marketing expenses 6 (875,378) (1,417,327)
Research and development expenses (1,001,861) (954,404)
Administrative expenses 6 (1,178,737) (1,368,136)
Other expenses (192,172) (6,638)
Finance costs 6 (361,268) (377,541)
Profit before income tax (116,404) 314,143 
Income tax benefit 7 55,460 143,779 
Profit(loss) for the year (60,944) 457,922 

Other comprehensive income(loss):
Items that may subsequently be reclassified to profit or loss:

Exchange differences on translating foreign operations (388,681) (62,195)
Total comprehensive income(loss) for the period (449,625) 395,727

Earnings per share on profit attributable to ordinary 
equity holders
Basic earnings per share (cents per share) 30 (0.03) 1.42 
Diluted earnings per share (cents per share) 30 (0.03) 1.42 

These consolidated financial statements should be read in conjunction with the accompanying notes.
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Consolidated Statement of Financial Position  

As at 31 December 2020 

*Restated
(Note 4)

Note 2020 2019
AUD AUD

Current assets
Cash and cash equivalents 9 630,690 1,232,904 
Trade and other receivables 10 9,951,344 10,531,069 
Inventories 11 3,439,586 1,689,065 
Right of use asset - 86,547 
Other current assets 12 2,193,013 7,657,209 
Total current assets 16,214,633 21,196,794 

Non-current assets
Property, plant and equipment 13 6,843,118 3,100,029 
Intangible Assets - 55,785 
Deferred tax assets 17 150,873 85,299 
Land use rights 14 2,619,746 1,928,502 
Total non-current assets 9,613,737 5,169,615
Total assets 25,828,370 26,366,409

Current liabilities
Trade and other payables 15 9,399,542 8,585,428
Other financial liabilities 16 5,734,762 7,429,443
Lease liability - 90,843
Current tax liabilities 17 74,996 -
Total current liabilities 15,209,300 16,105,714

Total liabilities 15,209,300 16,105,714

Net assets 10,619,070 10,260,695

Equity
Issued capital 18 808,100 100
Reserves 20 (485,151) (96,470)
Retained earnings 10,296,121 10,357,065
Total equity 10,619,070 10,260,695

These consolidated financial statements should be read in conjunction with the accompanying notes. 
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Consolidated Statement of Changes in Equity  

For the year ended 31 December 2020 

*Restated 
(Note 4)

*Restated 
(Note 4)

*Restated 
(Note 4)

*Restated 
(Note 4)

Issued
Capital

Reserves Retained 
earnings

Total 

AUD AUD AUD AUD

Balance at 31 December 2018 - (34,275) 9,903,389 9,869,114
Effects of AASB 16 - - (4,246) (4,246)
Balance at 1 January 2019 - (34,275) 9,899,143 9,864,868

Profit for the year - - 457,922 457,922 

Other comprehensive income for the year - (62,195) - (62,195)

Total comprehensive income for the year - (62,195) 457,922 395,727

Issuance of share capital, net of related 
issuance costs

100 - - 100 

Transactions with owners in their capacity 
as owners

100 - - 100 

Balance at 31 December 2019 100 (96,470) 10,357,065 10,260,695 

Balance at 1 January 2020 100 (96,470) 10,357,065 10,260,695

Profit for the year - - (60,944) (60,944)
Other comprehensive income for the year - (388,681) - (388,681)
Total comprehensive income for the year 100 (485,151) 10,296,121 9,811,070

Issuance of share capital, net of related 
issuance costs

808,000 - - 808,000 

Transactions with owners in their capacity 
as owners

808,000 - - 808,000 

Balance at 31 December 2020 808,100 (485,151) 10,296,121 10,619,070

These consolidated financial statements should be read in conjunction with the accompanying notes.
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Consolidated Statement of Cash Flows  

For the year ended 31 December 2020

Note 2020 2019
AUD AUD

Cash flows from operating activities
Receipts from customers 13,248,105 14,683,524 
Payments to suppliers and employees (10,269,883) (14,223,614)
Interest received 16,471 59,360 
Finance costs (361,268) (377,541)
Income tax paid (42,527) (733,199)
Net cash provided by (used in) operating activities 22 2,590,898 (591,470)

Cash flows from investing activities
Purchases of property, plant and equipment (1,759,552) (128,876)
Purchase of intangible assets (31,094) (11,948)
Purchase of land use rights - (1,949,722)
Purchase for other investments (143,509) -
Receipts from disposal of property, plant and equipment 75,514 -
Net cash provided by (used in) investing activities (1,858,641) (2,090,546)

Cash flows from financing activities
Proceeds from borrowings 568,422 2,045,994 
Proceeds from issuance of shares 808,000 100 
Repayment of borrowings (2,137,899) -
Net movements in related party loans (588,132) -
Advances to related parties - (363,565)
Repayments from related parties - 258,316 
Net cash provided by (used in) financing activities (1,349,609) 1,940,845

Net change in cash and cash equivalents held (617,352) (741,171)
Cash and cash equivalents at beginning of financial year 1,232,904 2,001,179
Effect of exchange rates on cash holdings in foreign 
currencies

15,138 (27,104) 

Cash and cash equivalents at end of financial year 9 630,690 1,232,904

These consolidated financial statements should be read in conjunction with the accompanying notes.
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Notes to the Consolidated Financial Statements 
for the year ended 31 December 2020 

1 Nature of operations, General information and Statement of Compliance  
 
Aobo Environmental Technology Limited (“Company”) and its subsidiaries (the “Group”) is a public listed company, 
incorporated in Australia on 29 April 2019.  
 
The principal activities are included in the directors’ report, which is not part of the financial statement.  The Group 
operates predominately in one geographical location being the People’s Republic of China (PRC) where the majority of 
the Group’s assets are held. There were no significant changes in the nature of the Group’s principal activities during 
the year ended 31 December 2020.  
 
All amounts are presented in Australian Dollars (unless otherwise stated) which is the Group’s presentational currency 
and the functional currency of Aobo Environmental Technology Limited (parent entity). 
 
These general purpose financial statements have been prepared in accordance with Australian Accounting Standards 
and Interpretations issued by the Australian Accounting Standards Board ('AASB') and the Corporations Act 2001, as 
appropriate for for-profit oriented entities. These financial statements also comply with International Financial Reporting 
Standards as issued by the International Accounting Standards Board ('IASB'). 
 
The consolidated financial statements were authorised for issue by the directors on 30 April 2021. 
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2 Significant accounting policies 
The principal accounting policies adopted in the preparation of the financial statements are set out below. These policies 
have been consistently applied to all the years presented, unless otherwise stated. 

New or amended Accounting Standards and Interpretations adopted

The consolidated entity has adopted all of the new or amended Accounting Standards and Interpretations issued by 
the Australian Accounting Standards Board ('AASB') that are mandatory for the current reporting period. 

Any new or amended Accounting Standards or Interpretations that are not yet mandatory have not been early adopted. 

The following Accounting Standards and Interpretations are most relevant to the consolidated entity:

Conceptual Framework for Financial Reporting (Conceptual Framework) 
The consolidated entity has adopted the revised Conceptual Framework from 1 January 2020. The Conceptual 
Framework contains new definition and recognition criteria as well as new guidance on measurement that affects 
several Accounting Standards, but it has not had a material impact on the consolidated entity's financial statements. 

Basis of preparation  

These general purpose financial statements have been prepared in accordance with Australian Accounting Standards 
and Interpretations issued by the Australian Accounting Standards Board ('AASB') and the Corporations Act 2001, as 
appropriate for for-profit oriented entities. These financial statements also comply with International Financial Reporting 
Standards as issued by the International Accounting Standards Board ('IASB'). 

Historical cost convention 
The financial statements have been prepared under the historical cost convention, except for, where applicable, the 
revaluation of financial assets and liabilities at fair value through profit or loss, financial assets at fair value through 
other comprehensive income, investment properties, certain classes of property, plant and equipment and derivative 
financial instruments. 

Critical accounting estimates 
The preparation of the financial statements requires the use of certain critical accounting estimates. It also requires 
management to exercise its judgement in the process of applying the consolidated entity's accounting policies. The 
areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant 
to the financial statements, are disclosed in note 3.

Principle of Consolidation
The Group financial statements consolidate those of Aobo Environmental Technology Limited and its controlled entities 
as of 31 December 2020. Aobo Environmental Technology Limited controls a subsidiary if it is exposed, or has rights, to 
variable returns from its involvement with the subsidiary and has the ability to affect those returns through its power over 
the subsidiary.  

All transactions and balances between Group companies are eliminated on consolidation, including unrealised gains 
and losses on transactions between Group companies. Where unrealised losses on intra-group asset sales are reversed 
on consolidation, the underlying asset is also tested for impairment from a group perspective. Amounts reported in the 
financial statements of subsidiaries have been adjusted where necessary to ensure consistency with the accounting 
policies adopted by the Group.  

The acquisition of subsidiaries is accounted for using the acquisition method of accounting. A change in ownership 
interest, without the loss of control, is accounted for as an equity transaction, where the difference between the 
consideration transferred and the book value of the share of the non-controlling interest acquired is recognised directly 
in equity attributable to the parent. 

A list of controlled entities is contained in Note 27 to the consolidated financial statements.  



Notes to the Consolidated Financial Statements    
For the year ended 31 December 2020 

16 

Business Combinations 
The acquisition method of accounting is used to account for business combinations regardless of whether equity 
instruments or other assets are acquired. 

The consideration transferred is the sum of the acquisition-date fair values of the assets transferred, equity instruments 
issued or liabilities incurred by the acquirer to former owners of the acquiree and the amount of any non-controlling 
interest in the acquiree. For each business combination, the non-controlling interest in the acquiree is measured at either 
fair value or at the proportionate share of the acquiree's identifiable net assets. All acquisition costs are expensed as 
incurred to profit or loss. 

On the acquisition of a business, the consolidated entity assesses the financial assets acquired and liabilities assumed 
for appropriate classification and designation in accordance with the contractual terms, economic conditions, the 
consolidated entity's operating or accounting policies and other pertinent conditions in existence at the acquisition-date. 

Where the business combination is achieved in stages, the consolidated entity remeasures its previously held equity 
interest in the acquiree at the acquisition-date fair value and the difference between the fair value and the previous 
carrying amount is recognised in profit or loss. 

Contingent consideration to be transferred by the acquirer is recognised at the acquisition-date fair value. Subsequent 
changes in the fair value of the contingent consideration classified as an asset or liability is recognised in profit or loss. 
Contingent consideration classified as equity is not remeasured and its subsequent settlement is accounted for within 
equity. 

The difference between the acquisition-date fair value of assets acquired, liabilities assumed and any non-controlling 
interest in the acquiree and the fair value of the consideration transferred and the fair value of any pre-existing investment 
in the acquiree is recognised as goodwill. If the consideration transferred and the pre-existing fair value is less than the 
fair value of the identifiable net assets acquired, being a bargain purchase to the acquirer, the difference is recognised 
as a gain directly in profit or loss by the acquirer on the acquisition-date, but only after a reassessment of the identification 
and measurement of the net assets acquired, the non-controlling interest in the acquiree, if any, the consideration 
transferred and the acquirer's previously held equity interest in the acquirer. 

Business combinations are initially accounted for on a provisional basis. The acquirer retrospectively adjusts the 
provisional amounts recognised and recognises additional assets or liabilities during the measurement period, based on 
new information obtained about the facts and circumstances that existed at the acquisition-date. The measurement period 
ends on either the earlier of (i) 12 months from the date of the acquisition or (ii) when the acquirer receives all the 
information possible to determine fair value. 

Comparative Financial Statement Presentation  
The consolidated financial statements can be presented using one of two methods. The first method, being the 
consolidated financial statements can incorporate the acquired entity’s results as if both entities (acquirer and acquire) 
had always been combined. Alternatively, the consolidated financial statements can incorporate acquired entity’s results 
only from the date on which the transaction occurred. 

Management has determined to use option one – reporting comparatives as if the Group had always been combined. 

Revenue 
Revenue arises mainly from sale of air treatment system and lithium-ion battery energy storage system. 

To determine whether to recognise revenue, the Group follows a 5-step process: 

1. Identifying the contract with a customer 

2. Identifying the performance obligations 

3. Determining the transaction price 

4. Allocating the transaction price to the performance obligations 

5. Recognising revenue when/as performance obligation(s) are satisfied 
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Sale of goods maybe bundled with installation services and warranty services. In order to assess whether sale of good(s) 
and service(s) in a contract are distinct and therefore give rise to separate performance obligations, the Group considers 
the following criteria:  

 the customer can benefit from the good or service either on its own or together with other resources that are 

readily available to the customer; and  
 the Group’s promise to transfer the good or service to the customer is separately identifiable from other promises 

in the contract.  

The Group allocates the transaction price to the identified performance obligations and recognises revenue when (or as) 
those performance obligations are satisfied.   

For stand-alone sales of goods that are not subject to significant installation services, control transfers at the point in 
time the customer takes undisputed delivery of the goods. When such items sold together with significant installation 
services, the goods and services represent a single combined performance obligation over which control is considered 
to transfer at the point in time the installation is completed. 

Revenue from sale of goods is recognised based on the price specified in the contract, net of the estimated volume 
discounts and rebates. Accumulated experience is used to estimate and provide for the discounts and rebates, using 
the expected value method, and revenue is only recognised to the extent that it is highly probable that a significant 
reversal will not occur. 

The sales arrangements often contain an assurance-type warranties, which promises the customer that the delivered 
products are as specified in the contract. Such warranties are accounted for in accordance with AASB 137 Provisions, 
Contingent Liabilities and Contingent Asset. If a warranty provides a customer with a service in addition to the assurance 
that the product complies with agreed-upon specifications, the promised service-type warranty is a separate performance 
obligation and the revenue is recognised over the service period.  

The Group recognises contract liabilities for consideration received in respect of unsatisfied performance obligations and 
reports these amounts in the consolidated statement of financial position. Similarly, if the Group satisfies a performance 
obligation before it receives the consideration, the Group recognises either a contract asset or a receivable in its 
consolidated statement of financial position, depending on whether something other than the passage of time is required 
before the consideration is due. 

Income Tax 
The income tax expense for the year comprises current income tax expense and deferred income tax expense.  The 
income tax expense or benefit for the period is the tax payable on that period's taxable income based on the applicable 
income tax rate for each jurisdiction, adjusted by the changes in deferred tax assets and liabilities attributable to 
temporary differences, unused tax losses and the adjustment recognised for prior periods, where applicable. 

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to be applied when 
the assets are recovered or liabilities are settled, based on those tax rates that are enacted or substantively enacted, 
except for: 
 When the deferred income tax asset or liability arises from the initial recognition of goodwill or an asset or liability 

in a transaction that is not a business combination and that, at the time of the transaction, affects neither the 
accounting nor taxable profits; or 

 When the taxable temporary difference is associated with interests in subsidiaries, associates or joint ventures, 
and the timing of the reversal can be controlled and it is probable that the temporary difference will not reverse in 
the foreseeable future. 

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that 
future taxable amounts will be available to utilise those temporary differences and losses. 

The carrying amount of recognised and unrecognised deferred tax assets are reviewed at each reporting date. Deferred 
tax assets recognised are reduced to the extent that it is no longer probable that future taxable profits will be available 
for the carrying amount to be recovered. Previously unrecognised deferred tax assets are recognised to the extent that 
it is probable that there are future taxable profits available to recover the asset. 
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Deferred tax assets and liabilities are offset only where there is a legally enforceable right to offset current tax assets 
against current tax liabilities and deferred tax assets against deferred tax liabilities; and they relate to the same taxable 
authority on either the same taxable entity or different taxable entities which intend to settle simultaneously. 

Aobo Environmental Technology Limited and its wholly-owned Australian subsidiaries have formed an income tax 
consolidated group under the tax consolidation regime. The head entity and each subsidiary in the tax consolidated 
group continue to account for their own current and deferred tax amounts. The tax consolidated group has applied the 
'separate taxpayer within group' approach in determining the appropriate amount of taxes to allocate to members of the 
tax consolidated group. 

In addition to its own current and deferred tax amounts, the head entity also recognises the current tax liabilities (or 
assets) and the deferred tax assets arising from unused tax losses and unused tax credits assumed from each subsidiary 
in the tax consolidated group. 

Cash and Cash Equivalents  
Cash comprises cash on hand and demand deposits.  Cash equivalents are short-term, highly liquid investments that 
are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value. 

Trade and other receivables and contract assets 
The Group makes use of a simplified approach in accounting for trade and other receivables as well as contract assets 
and records the loss allowance at the amount equal to the expected lifetime credit losses. In using this practical 
expedient, the Group uses its historical experience, external indicators and forward-looking information to calculate the 
expected credit losses using a provision matrix.  

The Group assess impairment of trade receivables on a collective basis as they possess credit risk characteristics based 
on the days past due. Refer to Note 26 for details of credit risk analysis of the Group.  

Inventories 
Inventories are measured at the lower of cost and net realisable value.  The cost of manufactured products includes 
direct materials, direct labour and an appropriate portion of variable and fixed overheads. Overheads are applied on the 
basis on normal operating capacity. Costs are assigned on the basis of weighted average costs. 

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. 

Right-of-use assets 
A right-of-use asset is recognised at the commencement date of a lease. The right-of-use asset is measured at cost, 
which comprises the initial amount of the lease liability, adjusted for, as applicable, any lease payments made at or 
before the commencement date net of any lease incentives received, any initial direct costs incurred, and, except where 
included in the cost of inventories, an estimate of costs expected to be incurred for dismantling and removing the 
underlying asset, and restoring the site or asset. 

Right-of-use assets are depreciated on a straight-line basis over the unexpired period of the lease or the estimated 
useful life of the asset, whichever is the shorter. Where the consolidated entity expects to obtain ownership of the leased 
asset at the end of the lease term, the depreciation is over its estimated useful life. Right-of use assets are subject to 
impairment or adjusted for any remeasurement of lease liabilities. 

The consolidated entity has elected not to recognise a right-of-use asset and corresponding lease liability for short-term 
leases with terms of 12 months or less and leases of low-value assets. Lease payments on these assets are expensed 
to profit or loss as incurred. 

Property, Plant and Equipment 
Each class of property, plant and equipment is carried at cost, where applicable, any accumulated depreciation and 
impairment losses. 

The cost of fixed assets constructed within the Group includes the cost of materials, direct labour, borrowing costs and 
an appropriate proportion of fixed and variable overheads.  
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Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only 
when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item 
can be measured reliably.  All other repairs and maintenance are charged to the profit or loss during the financial period 
in which they are incurred.  

Depreciation 
The depreciable amount of all fixed assets including building and capitalised leased assets, but excluding freehold land, 
is depreciated on a straight-line basis over their useful lives to the Group commencing from the time the asset is held 
ready for use.   

The depreciation rates used for each class of depreciable assets are:  

Class of Fixed Asset Depreciation Rate Residual Value Depreciation Basis

Office equipment 3-5 years 5% Straight line 

Machinery and equipment 10 years 5% Straight line 

Motor vehicle 4 years 5% Straight line 

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting period date.  

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is 
greater than its estimated recoverable amount. 

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These gains or losses 
are included in the profit or loss. 

Land use rights 
Land use rights have a finite useful life and are carried at cost less accumulated amortisation and impairment losses.  
Amortisation of land use rights are calculated using the straight line method to allocate the cost of the land use right over 
its estimated useful life.  Land use rights which has been recognised as an unamortised upfront payment as a finance 
lease in accordance with AASB 16 Leases to the extent to which risks and rewards incidental to ownership of the land 
resides within the Group arising from the land right term.   

Trade and other payables 
These amounts represent liabilities for goods and services provided to the consolidated entity prior to the end of the 
financial year and which are unpaid. Due to their short-term nature, they are measured at amortised cost and are not 
discounted. The amounts are unsecured and are usually paid within 30 days of recognition. 

Borrowings 
Loans and borrowings are initially recognised at the fair value of the consideration received, net of transaction costs. 
They are subsequently measured at amortised cost using the effective interest method. 

Lease liabilities 
A lease liability is recognised at the commencement date of a lease. The lease liability is initially recognised at the 
present value of the lease payments to be made over the term of the lease, discounted using the interest rate implicit in 
the lease or, if that rate cannot be readily determined, the consolidated entity's incremental borrowing rate. Lease 
payments comprise of fixed payments less any lease incentives receivable, variable lease payments that depend on an 
index or a rate, amounts expected to be paid under residual value guarantees, exercise price of a purchase option when 
the exercise of the option is reasonably certain to occur, and any anticipated termination penalties. The variable lease 
payments that do not depend on an index or a rate are expensed in the period in which they are incurred. 
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Lease liabilities are measured at amortised cost using the effective interest method. The carrying amounts are 
remeasured if there is a change in the following: future lease payments arising from a change in an index or a rate used; 
residual guarantee; lease term; certainty of a purchase option and termination penalties. When a lease liability is 
remeasured, an adjustment is made to the corresponding right-of use asset, or to profit or loss if the carrying amount of 
the right-of-use asset is fully written down. 

Parent entity information 
In accordance with the Corporations Act 2001, these financial statements present the results of the consolidated entity 
only. Supplementary information about the parent entity is disclosed in note 31. 

Current and non-current classification
Assets and liabilities are presented in the statement of financial position based on current and non-current classification. 

An asset is classified as current when: it is either expected to be realised or intended to be sold or consumed in the 
consolidated entity's normal operating cycle; it is held primarily for the purpose of trading; it is expected to be realised 
within 12 months after the reporting period; or the asset is cash or cash equivalent unless restricted from being 
exchanged or used to settle a liability for at least 12 months after the reporting period. All other assets are classified as 
non-current. 

A liability is classified as current when: it is either expected to be settled in the consolidated entity's normal operating 
cycle; it is held primarily for the purpose of trading; it is due to be settled within 12 months after the reporting period; or 
there is no unconditional right to defer the settlement of the liability for at least 12 months after the reporting period. All 
other liabilities are classified as non-current. 

Deferred tax assets and liabilities are always classified as non-current. 

Impairment of Non-Financial Assets 
At each reporting date, the Group reviews the carrying values of its tangible and intangible assets to determine whether 
there is any indication that those assets have been impaired.  If such an indication exists, the recoverable amount of the 
asset, being the higher of the asset’s fair value less costs to sell and value in use, is compared to the asset’s carrying 
value.  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 the time value of money and the risks specific to the asset for 
which the estimates of future cash flows have not been adjusted. 

Any excess of the asset’s carrying value over its recoverable amount is expensed to the profit or loss.    

Impairment testing is performed annually for intangible assets with indefinite lives and intangible assets not yet available 
for use.  Where it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the 
recoverable amount of the cash-generating unit to which the asset belongs. 

Employee Benefits 
Provision is made for the Group’s liability for employee benefits arising from services rendered by employees to reporting 
date.  Employee benefits that are expected to be settled wholly within one year have been measured at the amounts 
expected to be paid when the liability is settled, plus related on-costs.  

Employee benefits payable later than one year have been measured at the present value of the estimated future cash 
outflows to be made for those benefits.  Those cash flows are discounted using market yields on government bonds with 
terms to maturity that match the expected timing of cash flows. 

Value Added Tax (VAT)/Goods and Services Tax (GST) 
Revenues, expenses and assets are recognised net of the amount of VAT/GST, except where the amount of VAT/GST 
incurred is not recoverable from the Local Taxation Office. In these circumstances, the VAT/GST is recognised as part 
of the cost of acquisition of the asset or as part of an item of the expense. Receivables and payables in the consolidated 
statement of financial position are shown inclusive of VAT.  

Cash flows are presented in the consolidated statement of cash flows on a gross basis, except for the VAT/GST 
component of investing and financing activities, which are disclosed as operating cash flows. 
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Segment Reporting 
Operating segments are presented on the same basis as the internal reports provided to the Chief Operating Decision 
Makers (‘CODM’).  The CODM is responsible for the allocation of resources to operating segments and assessing their 
performance. 

Comparative Figures  
When required by Accounting Standards, comparative figures have been adjusted to conform to changes in presentation 
for the current financial year.  

Issued capital 
Ordinary shares are classified as equity. 

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, 
net of tax, from the proceeds. 

Earnings per share 

Basic earnings per share 
Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company, excluding 
any costs of servicing equity other than ordinary shares, by the weighted average number of ordinary shares 
outstanding during the year, adjusted for bonus elements in ordinary shares issued during the year.

Diluted earnings per share 
Diluted earnings per share adjust the figures used to determine basic earnings per share to take into account the after 
income tax effect of interest and other financing costs associated with dilutive potential ordinary shares and the 
weighted average number of shares assumed to have been issued for no consideration in relation to dilutive potential 
ordinary shares.  

Foreign Currency Translations and Balances 

Functional and presentation currency 

The functional currency of each of the Group’s entities is measured using the currency of the primary economic 

environment in which the entity operates.  The consolidated financial statements are presented in Australian Dollars 

which is the parent entity’s functional and presentational currency.  

Transaction and balances 
Foreign currency transactions are translated into functional currency using the exchange rates prevailing at the date of 
the transaction. Foreign currency monetary items are translated at the year-end exchange rate. Non-monetary items 
measured at historical cost continue to be carried at the exchange rate at the date of the transaction. Non-monetary 
items measured at fair value are reported at the exchange rate at the date when fair values were determined.  

Exchange differences arising on the translation of monetary items are recognised in profit or loss, except where deferred 
in equity as a qualifying cash flow or net investment hedge. 

Exchange differences arising on the translation of non-monetary items are recognised directly in equity to the extent that 
the gain or loss is directly recognised in equity; otherwise the exchange difference is recognised in profit or loss. 

Group Companies
The financial results and position of foreign operations whose functional currency is different from the Group’s 
presentation currency are translated as follows: 

• assets and liabilities are translated at year-end exchange rates prevailing at that reporting date;
• income and expenses are translated at average exchange rates for the period; and
• retained earnings are translated at the exchange rates prevailing at the date of the transaction.
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Exchange differences arising on translation of foreign operations are transferred directly to the Group’s foreign currency 
translation reserve in the statement of financial position. These differences are recognised in profit or loss in the period 
in which the operation is disposed. 
Borrowing costs 
Borrowing costs can include interest, amortisation of discounts or premiums relating to borrowings, ancillary costs 
incurred in connection with arrangement of borrowings.  Borrowing costs directly attributable to the acquisition, 
construction or production of assets that necessarily take a substantial period of time to prepare for their intended use 
or sale, are added to the cost of those assets, until such time as the assets are substantially ready for their intended use 
of sale.  All other borrowing costs are recognised in the statement of profit or loss and other comprehensive income in 
the period in which they are incurred. 

Accounting Standards issued but not yet effective and not been adopted early by the Group 
Australian Accounting Standards and Interpretations that have recently been issued or amended but are not yet 
mandatory, have not been early adopted by the consolidated entity for the annual reporting period ended 31 December 
2020. The consolidated entity has not yet assessed the impact of these new or amended Accounting Standards and 
Interpretations. 

3 Critical accounting estimates and judgments
The directors evaluate estimates and judgments incorporated into the consolidated financial statements based on 
historical knowledge and best available current information.  Estimates assume a reasonable expectation of future 
events and are based on current trends and economic data, obtained both externally and within the Group.  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.  

Impairment of non-financial assets  
The Group assesses impairment at each reporting date by evaluating conditions and events specific to the Group that 
may be indicative of impairment triggers. Recoverable amounts of relevant assets are reassessed using value-in-use 
calculations which incorporate various key assumptions.  

Estimation of useful lives and residual value of assets  
The Group determine the estimated useful lives, residual values and related depreciation and amortisation charges for 
its land use rights and property, plant and equipment. The useful life and residual values could change significantly as a 
result of technical innovations or some other events. The depreciation and amortisation charge will increase where the 
useful lives are less than previously estimated lives, or technically obsolete or non-strategic assets that have been 
abandoned or sold will be written off or written down.  

Coronavirus (COVID-19) pandemic 
Judgement has been exercised in considering the impacts that the Coronavirus (COVID-19) pandemic has had, or may 
have, on the consolidated entity based on known information. This consideration extends to the nature of the products 
and services offered, customers, supply chain, staffing and geographic regions in which the consolidated entity operates. 
Other than as addressed in specific notes, there does not currently appear to be either any significant impact upon the 
financial statements or any significant uncertainties with respect to events or conditions which may impact the 
consolidated entity unfavourably as at the reporting date or subsequently as a result of the Coronavirus (COVID-19) 
pandemic. 

Allowance for expected credit losses 
The allowance for expected credit losses assessment requires a degree of estimation and judgement. It is based on the 
lifetime expected credit loss, grouped based on days overdue, and makes assumptions to allocate an overall expected 
credit loss rate for each group. These assumptions include recent sales experience, historical collection rates, the impact 
of the Coronavirus (COVID-19) pandemic and forward-looking information that is available. The allowance for expected 
credit losses, as disclosed in note 10, is calculated based on the information available at the time of preparation. The 
actual credit losses in future years may be higher or lower. 
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Income tax 
The consolidated entity is subject to income taxes in the jurisdictions in which it operates. Significant judgement is 
required in determining the provision for income tax. There are many transactions and calculations undertaken during 
the ordinary course of business for which the ultimate tax determination is uncertain. The consolidated entity recognises 
liabilities for anticipated tax audit issues based on the consolidated entity's current understanding of the tax law. Where 
the final tax outcome of these matters is different from the carrying amounts, such differences will impact the current 
and deferred tax provisions in the period in which such determination is made. 

Recovery of deferred tax assets 
Deferred tax assets are recognised for deductible temporary differences only if the consolidated entity considers it is 
probable that future taxable amounts will be available to utilise those temporary differences and losses. 

4 Restatement of comparatives 

Correction of error 

An error was discovered in the consolidation journals for the group consolidation process in 2019 financial 

year. As a result, the trade and other payables was understated by $1,022,998, the issued capital was overstated 

by $209,367 and the retained earnings was overstated by $837,469. Extracts (being only those line items affected) 

are disclosed below.

1 Jan 2019 1 Jan 2019

Extract Reported Adjustment Restated

Current liabilities

Trade and other payables 7,140,444 1,022,998 8,457,208 

Total current liabilities 15,082,716 1,022,998 16,105,714 

Total liabilities 15,082,176 1,022,998 16,105,714

Net assets 11,283,693 (1,022,998) 10,260,695 

Equity

Issued capital 209,467 (209,367) 100 

Reserves (120,308) 23,838 (96,470) 

Retained earnings 11,194,534 (837,469) 10,357,065 
Total equity 11,283,693 (1,022,998) 10,260,695
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5 Revenue and Other Income 

2020 2019
Operating activities AUD AUD

Revenue recognised at point in time
- Sales of goods 8,051,663 13,848,152 
Total revenue 8,051,663 13,848,152 

Non-operating activities 
Other income* 1,490,051 5,868
Total other income 1,490,051 5,868 

*AUD1,450,564 was received in 2020 as a compensation for existing factory demolition in the near future. 

6 Expenses 

2020 2019
AUD AUD

Depreciation and amortisation 
Included in:
- Cost of sales – manufacturing 141,468 59,598
- Research and development 91,994 95,760
- Administrative expenses 181,212 224,889 

Total depreciation and amortisation expenses 414,674 380,247

Employee expenses
Included in:
- Cost of sales – manufacturing 199,122 411,393
- Research and development 230,480 533,318
- Sales staff – sales and marketing 99,500 105,276 
- Administration staff 372,794 717,195 

Total employee benefits 901,896 1,767,182

Finance costs
Bank charges  2,248 2,936 
Interest expense 359,020 374,604 

Total finance costs  361,268 377,540 

Net foreign exchange loss
Net foreign exchange loss 1,350 2,883
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7 Income Tax Expense  
2020 2019
AUD AUD

The components of tax expense comprise:
Current tax (34,759) 108,044
Deferred tax 67,986 35,735 
Adjustment recognised for prior period 22,235 -
Total income tax benefit 55,462 143,779 

Reconciliation of tax expense/(benefit) 

Profit before income tax  (116,404) 314,143 

Prima facie tax payable on profit before income tax at 30%  (34,921) 94,242 

Less: 

Differences in taxation rates in foreign subsidiaries 5,820 (19,963) 

High-tech enterprise status incentive (15% tax rate) (23,173) (39,927) 

Adjustment recognised for prior period (22,235) - 
Other tax effects 19,047 (178,131) 

Income tax attributable to the Group (55,462) (143,779) 

The Group is subject to the income tax law of Australia, People’s Republic of China (PRC) and Hong Kong (HK). 

8 Segment Reporting 
The Group operates predominately in one segment. This is based on the internal reports that are reviewed and used by 
the Board of Directors/Management, who are identified as the Chief Operating Decision Makers (‘CODM’) in assessing 
performance and determining the allocation of resources. 

The Board has considered the requirements of AASB 8 Operating Segments and the internal reports that are reviewed 
by the CODM in allocating resources and have concluded at that there are no separately identifiable segments as there 
is currently no discrete financial information received by the chief operation decision maker. 

9 Cash and Cash Equivalents  

2020 2019
AUD AUD

Cash on hand 503 3,165
Cash at bank 630,187 1,229,739
Total cash and cash equivalents 630,690 1,232,904 
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10 Trade and Other Receivables  

2020 2019
AUD AUD

Current
Trade receivables 9,851,074 8,811,661
Less: Allowance for expected credit losses (561,496) (373,384)
Other receivables
- Short-term security deposits (Refer to Note 16) - 716,098 
- Other receivables 661,766 1,376,694

Total current trade and other receivables 9,951,344 10,531,069 

Allowance for expected credit losses 
The consolidated entity has recognised a loss of $209,891 in profit or loss in respect of the expected credit losses for 
the year ended 31 December 2020. 

The consolidated entity has increased its monitoring of debt recovery as there is an increased probability of customers 
delaying payment or being unable to pay, due to the Coronavirus (COVID-19) pandemic. As a result, the consolidated 
entity reassessed customer credit risk characteristics for expected credit losses and decided there are two distinct 
group of customers. The calculation of expected credit losses has been revised as at 31 December 2020 accordingly. 

31 December 2020 Within 1 year 1 -2 years 2 – 3 years > 3 years Total 

Group 1* 

Expected loss rate 6% 13% 22% 26% 

Gross carrying 
amount 

77,046 439,713 844,971 1,117,721              2,479,451 

Loss allowance 4,623 57,163 185,894 289,522                 537,202 

Group 2** 

Expected loss rate 0% 0% 7% 30% 

Gross carrying 
amount 

4,430,748 2,617,103 316,684 7,088              7,371,623 

Loss allowance - - 22,168 2,126                   24,294 

Total trade 
receivables

4,507,794 3,056,816 1,161,655 1,124,809              9,851,074 

Total loss allowance 4,623 57,163 208,062 291,648                 561,496 

* customer historically with longer repayment period and higher credit risk 
**large, regular, creditable customers historically with shorter repayment period and lower credit risk
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: 
31 December 2019 Within 1 

year 
1 -2 years 

2 – 3 years > 3 years 
Total 

Expected loss rate 1% 25% 100% 100% 

Gross carrying amount  7,702,477  996,672  43,827  68,685 8,811,661 

Loss allowance  103,343  188,219  43,827  37,995 373,384 

Movements in the allowance for expected credit losses are as follows: 

Consolidated
2020 2019
$'000 $'000

Opening balance 373,384 372,192
Additional provisions recognised 561,496 373,384
Receivables written off during the year as uncollectable - -
Unused amounts reversed (373,384) (372,192)

Closing balance 561,496 373,384

The carrying value of trade receivables is considered a reasonable approximation of fair value due to the short-term 
nature of the balances. Trade receivable include un-invoiced amount to $3,397,671 (2018: $822,209) as at 31 December 
2020. The un-invoiced amounts related to confirmed sales and the collection of such amount is pending the passage of 
time.  

The maximum exposure to credit risk at the reporting date is the fair value of each class of receivable in the consolidated 
financial statements.  The Group does not hold any collateral as security over any receivable balance, nor does it hold 
any restrictions of title.  The Group generally requires its customers to pay in advance. Credit terms may be provided 
through negotiation with customers.  No interest is charged on trade receivables.   

Short-term bank security deposits are interest bearing and pledged as security for notes payable (Refer to Note 16) 
which is not available for general use by the Group but offset against notes payable on maturity. The effective interest 
rate on short-term bank security deposit was 3.51% per annum. 

11 Inventory  

2020 2019
AUD AUD

Current
Raw materials 1,746,026 976,315 
Finished goods 934,553 251,520 
Work in progress 759,007 350,477 
Outsourced goods - 15,754 
Goods in transit - 94,999 
Total inventory 3,439,586 1,689,065 
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12 Other current assets 

2020 2019
AUD AUD

Prepayment to suppliers for purchases and services 2,042,071 7,641,664 
Other current assets 150,940 15,545 
Total other current assets 2,193,011 7,657,209 

Within other prepayment to suppliers for purchases and services at 31 December 2020 is a prepayment to Jiang Ting 
(former Non-Executive Director) for services provided. Refer to Note 25 Related Party Transactions for details. 

Within prepayment at 31 December 2019, $7.06 million (RMB34.52 million) is associated with prepayment to lithium 
battery suppliers and equipment suppliers for future battery and equipment purchases.  The Group has entered into 
agreements with these customers to take-up stock of lithium batteries for the production of the Group’s battery energy 
storage system.  Lithium batteries have been provided to the Group by the customers at a price point below that of the 
wholesale market price and the Group has been able to receive lithium batteries below the standard minimum order 
quantities required by reputable suppliers. 

13 Property, Plant and Equipment  

2020 2019
AUD AUD

Machinery and Office Equipment
At cost 1,182,554 1,198,036
Accumulated depreciation (675,027) (540,985)
Total machinery and office equipment 507,527 657,051

Leasehold Improvement
At cost 213,699 213,699
Accumulated depreciation (213,699) (151,656)
Total leasehold improvement - 62,043

Motor Vehicles
At cost 374,287 382,379
Accumulated depreciation (352,124) (341,910)
Total motor vehicles 22,163 40,469

Construction in Progress 6,313,428 2,340,466

Total property, plant and equipment 6,843,118 3,100,029 
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Movement in the carrying amounts for each class of property, plant and equipment between the beginning and the end 
of the current financial year: 

Machinery and 
Office 

Equipment 

Leasehold 
Improvement 

Motor 
Vehicles 

Construction 
in Progress 

Total 

AUD AUD AUD AUD AUD 

Balance at 1 January 2019  816,301 134,176 67,621 - 1,018,098 

Additions  3,591 - - 2,382,286 2,385,877

Depreciation (160,109) (72,506) (27,175) - (259,790)

Net exchange differences (2,732) 373 23 (41,820) (44,156)

Balance at 31 December 2019 657,051 62,043 40,469 2,340,466 3,100,029 

Additions  21,106 - - 4,039,131 4,060,237

Depreciation (149,336) (62,043) (19,881) - (231,260)

Net exchange differences (21,294) - 1,575 (66,169) (85,888)

Balance at 31 December 2020 507,527 - 22,163 6,313,428 6,843,118 

14 Land use rights 
2020 2019
AUD AUD

At cost 2,691,952 1,960,533
Accumulated amortisation (72,206) (32,031)
Total land use rights 2,619,746 1,928,502 

Movements in Carrying Amounts 

Movement in the carrying amounts for land use right between the beginning and the end of the current financial year: 

2020
AUD

Balance at 1 January 2020 1,928,502
Additions 787,307
Amortisation (41,082)
Net exchange differences (54,981)
Total land use rights 2,619,746

Land use rights relate to the following: 

Location Use of property Land area 
(sq.metres)

Tenure

Land Registration – Huishan Area, Wuxi 
City, Jiangsu Province, People’s Republic of 

China

Industrial 26,756 50 years (valid until 13 
February 2069) 
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15 Trade and Other Payables  

2020 2019
AUD AUD

Current 
Trade payables 2,546,506 5,838,523 
VAT and other taxes payable 59,837 176,223
Other payables * 562,935 1,094,742
Customer deposits 825,569 421,986
Accrued expenses** 5,333,912 818,806
Payroll liabilities 70,780 235,145
Total trade and other payables 9,399,539 8,585,425

All amounts are short-term. The carrying values of trade and other payables are considered to be a reasonable 
approximation of fair value. 

*Within other payables there are amounts payable to shareholder, Zhang Jiangang (Director). Refer to Note 25 Related 
Party Transactions for details. 

**Accrued expenses relating to the construction of a new manufacturing site in Wuxi. Per the construction agreement, 
30% of contract price is payables after one month of completion of the construction. 35% is payable after 1 year and the 
remaining 35% is payable after 2 years of completion of the construction. 

16 Other Financial Liabilities 

2020 2019
AUD AUD

Short-term borrowings* 5,583,822 6,751,780 
Notes payables ** 150,940 677,663 
Total other financial liabilities 5,734,762 7,429,443

* Short term borrowings amounting to $5.58 million (RMB28 million) (2019: $6,75 million (RMB33 million)) are secured 
by personal guarantees provided by Zhang Jiangang (Director) and Mu Xianhong (wife of Zhang Jiangang). Interest is 
payable on rates between 4.35% to 5.22% per annum (2019: 4.785% to 5.22% per annum) for the current financial 
period with maturity dates between January 2021 and October 2021.  Land use rights (Refer to Note 14) has also been 
used as guarantees for short-term borrowings. 

** Notes payable are guaranteed by short term security deposit within Trade and Other Receivables.  

Financing arrangements 
Unrestricted access was available at the reporting date to the following lines of credit:

2020 2019
AUD AUD

Total facilities

Bank loans 5,566,821 6,751,780

5,566,821 6,751,780

Used at the reporting date

Bank loans 5,566,821 6,751,780 

5,566,821 6,751,780

Unused at the reporting date

Bank loans - -

- -
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17 Taxation  

(a) Current tax liabilities 

Amounts represent amounts payable to taxation authorities in the People’s Republic of China.  

2020 2019
AUD AUD

Current
Income tax payable 74,996 -

(b) Deferred tax assets  

Deferred taxes arising from temporary differences can be summarised as follows:  

2020 2019 

AUD AUD

Provision for expected credit losses 140,374 50,190 

Other 10,499 35,109 

Total 150,873 85,299

18 Issued Capital 

2020 2019 2020 2019

Shares Shares AUD AUD

Ordinary shares - fully paid 193,232,000 100 808,100 100

Details Date Shares Issue price AUD

Balance 1 January 2019 - -
Issue of shares April 2019 100 $1 100
Issue of shares (no cash consideration) November 2019 189,999,900 - -

Balance 31 December 2019 190,000,000 100
Issue of shares November 2020 3,232,000 $0.25 808,000

Balance 31 December 2020 193,232,000 808,100

19 Capital Management
Management controls the capital of the Group in order to maintain a good debt to equity ratio, and ensure that the Group 
can fund its operations and continue as a going concern.  The Group’s debt and capital includes ordinary share capital 
and financial liabilities, supported by financial assets. 

Management effectively manages the Group’s capital by assessing the Group’s financial risks and adjusting its capital 
structure in response to changes in these risks and in the market.  These responses include the management of debt 
levels, distributions to shareholders and share issues. 

2020 2019 

AUD AUD 

Total liabilities 15,209,300 16,105,714 

Less: cash and cash equivalents (630,690) (1,232,904) 

Net liabilities/(Net cash and cash equivalents) 14,578,610 14,872,810 

Total equity 10,619,070 10,260,695 

Net liabilities/(Net cash and cash equivalents) to equity ratio 137% 145% 
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20 Reserves  

2020 2019
AUD AUD

Statutory reserve 140,746 140,746
Foreign currency translation reserve (625,897) (237,216)
Total reserves (485,151) (96,470)

Statutory reserve 
Pursuant to the current People’s Republic of China Company Law, the Group is required to transfer between 5% to 10% 
of its profit after taxation to a statutory reserve until the surplus reserve balance reaches minimal 50% of the registered 
capital. For the purposes of calculating the transfer to this reserve, the profit after taxation shall be the amount determined 
under the People’s Republic of China accounting standards. The transfer to this reserve must be made before the 
distribution of dividends to the shareholders. 

Foreign Currency Translation Reserve  
The foreign currency translation reserve represents exchange differences arising from translation of the subsidiaries’ 
functional currency (Chinese Renminbi and Hong Kong Dollars) into presentational currency of the Group (Australian 
Dollars). 

Movements in reserves 
Movements in each class of reserve during the current and previous financial year are set out below: 

Statutory 
reserve

Foreign 
currency Total

AUD AUD AUD

Balance at 1 January 2019 140,746 (175,021) (34,275)

Foreign currency translation - (62,195) (62,195)

Balance at 31 December 2019 140,746 (237,216) (96,470)

Foreign currency translation - (388,681) (388,681)

Balance at 31 December 2020 140,746 (625,897) (485,151)

21 Commitments  

Capital commitments 

The Group has no capital commitments as at 31 December 2020. Following capital commitments were noted in 2019 
financial year. 

Aobo Environmental Technology (Wuxi) Co., Limited entered into a construction contract on 6 September 2019 for the 
construction of a new manufacturing site.  The total contract value is RMB32.5 million (AUD$6.65 million).  As at 31 
December 2019, there is RMB21.775 million (AUD$4.46 million) remaining of the contract value based on the level of 
completed works at 31 December 2019.  
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22 Cash Flow Information  

Reconciliation of Net Profit after Tax to Net Cash Flows from Operations 

2020 2019

AUD AUD

 Operating Profit/(Loss) after income tax  (60,944)  457,922 

 Non-cash flows in operating surplus 

 Depreciation/Amortisation 414,674  353,794 

 Provision for expected credit losses 209,892  3,756 

 Gain/(Loss) on sale of property, plant and equipment  - 

 Changes in assets and liabilities  

 (Increase)/Decrease in trade and other receivables  (579,725)  8,302,362 

 (Increase)/Decrease in other current assets 5,464,196  (6,989,683) 

 (Increase)/Decrease in deferred tax assets 74,996  (35,108) 

 (Increase)/Decrease in inventory (1,750,521)  254,144 

 Increase/(Decrease) in trade and other payables  (1,247,244)  (2,096,786) 

 Increase/(Decrease) in income tax payable 65,574  (841,871) 

Cash provided by/(used in) operating activities 2,590,898 (591,470) 

23 Contingent Liabilities  
As at 31 December 2020, the Group is not aware of any other contingent assets or liabilities that should be disclosed in 
accordance with AASB 137 Provisions, Contingent Liabilities and Contingent Assets (2019: nil). 

24 Events After the Reporting Date 
There are no other matters or circumstances that have arisen since the end of the year that have significantly affected 
or may significantly affect either:  

 the Group’s operations in future financial years; 

 the results of those operations in future financial years; or  

 the Group’s state of affairs in future financial years. 
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25 Related Party Transactions  

Details of Key Management Personnel during the year as follows: 

Andrew Smith (Non-Executive Chairman) 

Zhang Jiangang (Executive Director) 

Andrew Thomson (Non-Executive Director) 

Brendan Connell (Non-Executive Director) 

Jiang Ting (Non-Executive Director) (Resigned on 30 January 2020)

Key Management Personnel Remuneration 

The aggregate compensation made to Directors and other members of key management personnel (‘KMP’) of the 

Group is set out below:

2020 2019 

AUD AUD 

Short-term employee benefits 94,002 92,734 

Post-employment benefits - - 

Share-based payments - - 

Total KMP remuneration 94,002 92,734 

Transaction with related parties and key management personnel 

The following comprises transactions with entities in which the Directors have an interest

2020 2019 

AUD AUD

Zhang Jiangang (Executive Director)
Advances to related party* (554,422) (151,609)
Receipts from related party - 159,109

Wuxi Aogang New Energy Co., Ltd
(Director related entity)
Advances to related party (1,344,306) (53,391)
Receipts from related party 1,501,842 99,207

Jiang Ting (Non-Executive Director) (Resigned 30 January 2020)

Advances to related party (252,924) (158,565) 

Related party transactions have arisen from normal course of business and related party loans, no specific terms and 
conditions have been attached to the above transactions. 
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Balances with related parties and key management personnel 

2020 2019 

AUD AUD

Zhang Jiangang (Executive Director) 

Payable to related party* 447,153 1,001,575 

Wuxi Aogang New Energy Co., Ltd

(Director related entity)

Payable to related party 149,111 45,011 

Jiang Ting (Non-Executive Director) (Resigned 30 January 2020)

Prepayment to related party 408,705 155,781 

*Included in payables to Zhang Jiangang (Executive Director) is $437,393 (RMB:2,200,000) (2019:$994,075 
(RMB:5,000,000)) which Zhang Jiangang has advanced to Aobo Environmental Technology (Wuxi) Co., Limited 
(AETWX) in 2018 financial year to acquire the share in Aobo Environmental New Energy (Wuxi) Co., Limited. During 
2020 financial year, repayment of $588,134 (RMB: 2,800,000) has been made by AETWX to Zhang Jiangang. 

a) Other transactions with related parties and key management personnel
Zhang Jiangang (Director) and Mu Xianhong (wife of Zhang Jiangang) have provided a personal guarantee for short-
term borrowings (Refer to Note 16). 

26 Financial Instrument Risk Management  

Risk management objectives and policies 
The consolidated entity's activities expose it to a variety of financial risks: market risk (including foreign currency risk, 
price risk and interest rate risk), credit risk and liquidity risk. The consolidated entity's overall risk management program 
focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the financial 
performance of the consolidated entity. 

Financial instruments used 

The principal categories of financial instrument used by the Group: 

 Trade and other receivables 

 Cash at bank 

 Trade and other payables 

 Other financial liabilities 

The Group’s risk management is coordinated at its headquarters, in close cooperation with the Board of Directors, and 
focuses on actively securing the Group's short to medium-term cash flows by minimising the exposure to financial 
markets.  

The Group does not actively engage in the trading of financial assets for speculative purposes nor does it write options. 
The most significant financial risks to which the Group is exposed are described below.   
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Market risk analysis 

Foreign currency risk 
The Group undertakes certain transactions denominated in foreign currency and is exposed to foreign currency risk 
through foreign exchange rate fluctuations. However, the Group is not exposed to significant foreign currency risk given 
the transaction denominated in foreign currency is not material. 

Interest rate risk  
Exposure to interest rate risk arises on financial assets and liabilities recognised at reporting date whereby a future 
change in interest rates will affect future cash flows or the fair value of fixed rate financial instruments.  However, the 
Group is not exposed to significant interest rate risk given the financial liabilities are in fixed rate. 

Price risk 
The consolidated entity is not exposed to any significant price risk. 

Credit risk  
Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in a financial loss to the 
Group. Credit risk arises from cash and cash equivalents, and deposits with banks and financial institutions, as well as 
credit exposure to customers, including outstanding receivables and committed transactions. 

The Group adopted a policy of only dealing with creditworthy counterparties as a means of mitigating the risk of financial 
loss from default. The utilisation of credit limits by customers is regularly monitored by line management.  For significant 
transactions, customers are required to make sufficient prepayments in order to reduce the credit risk to an acceptable 
level. 

The Group’s exposure to credit risk is limited to the carrying amount of financial assets recognised at the reporting date, 
as summarised below: 

2020 2019 

AUD AUD

Classes of financial assets -

Carrying amounts:

Cash and cash equivalents 630,690 1,232,904 

Trade and other receivables 9,951,344 10,531,069 

Total 10,582,034 11,763,973 

The Group’s management considers that all the financial assets that are not impaired for each of the reporting dates 
under review are of good credit quality, including those that are past due.  None of the Group’s financial assets are 
secured by collateral or other credit enhancements. 

The credit risk for liquid funds is considered negligible since the counterparties are reputable banks with high quality 
external credit ratings. 

The group has adopted a lifetime expected loss allowance in estimating expected credit losses to trade receivables 
through the use of a provisions matrix using fixed rates of credit loss provisioning. These provisions are considered 
representative across all customers of the consolidated entity based on recent sales experience, historical collection 
rates and forward-looking information that is available. In measuring the expected credit losses, the trade receivables 
have been assessed on a collective basis as they possess shared credit risk characteristics. They have been grouped 
based on the days past due and also according to the geographical location of customers. As disclosed in note 10, due 
to the Coronavirus (COVID-19) pandemic, the calculation of expected credit losses has been revised as at 31 December 
2020. 

Generally, trade receivables are written off when there is no reasonable expectation of recovery. Indicators of this include 
the failure of a debtor to engage in a repayment plan, no active enforcement activity and a failure to make contractual 
payments for a period greater than 3 year. 
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Liquidity risk 
Liquidity risk arises from the Group might be unable to meet its obligations. The Group manages its liquidity needs by 
monitoring scheduled debt serving payments for financial liabilities as well as forecast cash inflows and outflows due in 
day-to-day business. 

Remaining contractual maturities  
The following table details the Group’s remaining contractual maturity for its financial instrument liabilities. The table 
has been drawn up based on the undiscounted cash flows of financial liabilities on the earliest date on which the financial 
liabilities are required to be paid. The tables include both interest and principal cash flows disclosed as remaining 
contractual maturities and therefore these totals may differ from their carrying amount in the consolidated statement of 
financial position. 

Weighted 
average interest 

rate
1 year or 

less
Between 1 and 

2 years
Between 2 and 

5 years
Over 5 
years

Remaining contractual 
maturities

2020 %

Non-interest 
bearing
Trade payables - 2,546,506 - - - 2,546,506
Other payables - 6,782,253 - - - 6,782,253
Notes payables - 150,940 - - - 150,940

Interest-bearing - 
fixed rate
Bank loans 4.74% 5,583,822 - - - 5,583,822
Total 15,063,521 - - - 15,063,521

Weighted average 
interest rate

1 year or 
less

Between 1 and 
2 years

Between 2 and 
5 years

Over 5 
years

Remaining contractual 
maturities

2019 %

Non-interest 
bearing
Trade payables - 5,838,523 - - - 5,838,523
Other payables - 2,511,757 - - - 2,511,757

Interest-bearing -
fixed rate
Bank loans 5.05% 7,429,443 - - - 7,429,443
Lease liability 5.03% 90,843 - - - 90,843
Total 15,870,566 - - - 15,870,566



Notes to the Consolidated Financial Statements    
For the year ended 31 December 2020 

38 

27 Controlled Entities 

Details of subsidiaries controlled by the Group as at 31 December 2020 are as follows: 

Percentage Owned (%)

Country of Incorporation 31 December 

2020

31 December 

2019

Aobo Environmental Technology Limited Australia

Subsidiaries of Aobo Environmental Technology 

Limited

i. Aobo New Energy Pty Ltd Australia 100% 100% 

ii. Aobo Environmental Technology (Hong 

Kong) Limited (“Aobo HK”) 

Hong Kong (People’s 

Republic of China) 

100% 100% 

iii. Aobo Environmental Technology (Wuxi) 

Co., Limited (“AETWX”) 

People’s Republic of China 100% 100% 

iv. Aobo Environmental New Energy (Wuxi) 

Co., Limited (“AENEWX”) 

People’s Republic of China 100% 100% 

(1) Percentage of voting power is in proportion to ownership. 

28 Remuneration of auditors 

During the financial year the following fees were paid or payable for services provided by RSM Australia Partners, the 
auditor of the company, its network firms and unrelated firms: 

Consolidated
2020 2019
AUD AUD

Audit services – RSM Australia Partners
Audit of the financial statements 90,000 -

Audit services - unrelated firms
Audit or review of the financial statements - 148,860
Total 90,000 148,860
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29 Business Reconstruction 

Transaction between Aobo Environmental Technology Limited and Aobo Environmental Technology (Hong 

Kong) Limited 

Pursuant to a Share Sale Deed dated 6 May 2019, Aobo Environmental Technology Limited acquired 100% of the share 
capital in Aobo Environmental Technology (HK) Limited and its controlled entities and became a wholly owned 
subsidiary of the Company.  This was finalised on the 19 November 2019 by way of issuance of 189,999,900 shares in 
the Company to existing shareholders of Aobo Environmental Technology (HK) Limited as consideration. 

Through this transaction effective control of Aobo Environmental Technology (HK) Limited passed to the shareholders 
of Aobo Environmental Technology Limited. The transaction is the one referred to in AASB 3 Business Combinations 
as common control transaction, as the nature and substance of this transaction is a group restructure where following 
the restructure Aobo Environmental Technology Limited took control of Aobo Environmental Technology (HK) Limited 
with no change in underlying control. 

The fair value of the equity instruments issued has been estimated by reference to the value of historical net assets as 
of 31 December 2019 of the Aobo Environmental Technology (HK) Limited group.  

The following has been extracted from the consolidated financial information of Aobo Environmental Technology (HK) 
Limited as at 31 December 2019.The assets and liabilities of Aobo Environmental Technology (HK) Limited as at 31 
December 2019 were: 

December 2019
AUD

Cash and cash equivalents 1,198,634 
Trade and other receivables 10,509,332 
Inventories 1,620,305 
Right of use asset 86,547 
Other current assets 7,657,209 
Property, plant and equipment 3,100,029 
Intangible Assets 55,785 
Deferred tax assets 85,299 
Land use rights 1,928,502 
Trade and other payables (7,018,761)
Other financial liabilities (7,429,443)
Contract liabilities (411,986)
Lease liability (90,843)
Total net assets acquired 11,290,609

Accounted for as: 
Issued capital 209,367
Reserves (120,308)
Retained earnings 11,201,550
Total 11,290,609
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Transaction between Aobo Environmental Technology Limited and Aobo New Energy Pty Ltd 

Pursuant to a Share Sale Deed dated 15 November 2019, Aobo New Energy Pty Ltd was acquired from Zhang Jiangang 
(Executive Director), sole shareholder of Aobo New Energy Pty Ltd prior to the acquisition by Aobo Environmental 
Technology Limited. 

At the time of the transaction, Zhang Jiangang (Executive Director) was both the controlling shareholder of Aobo 
Environmental Technology Limited and Aobo New Energy Pty Ltd.  Through this transaction effective control of Aobo 
Environmental New Energy Pty Ltd passed to the shareholders of Aobo Environmental Technology Limited.  The 
transaction is the one referred to in AASB 3 Business Combinations as common control transaction, as the nature and 
substance of this transaction is a group restructure where following the restructure Aobo Environmental Technology 
Limited took control of Aobo New Energy Pty Ltd with no change in underlying control. 

The fair value of the equity instruments issued has been estimated by reference to the value of historical net assets as 
of 31 December 2019 of Aobo New Energy Pty Ltd.  

The following has been extracted from the financial information of Aobo New Energy Pty Ltd as at 31 December 
2019.The assets and liabilities of Aobo New Energy Pty Ltd as at 31 December 2019 were: 

December 2019
AUD

Cash and cash equivalents 34,270 
Trade and other receivables 21,737 
Inventories 68,760 
Trade and other payables (121,683)
Contract liabilities (10,000)
Total net liabilities acquired (6,916)

Accounted for as: 
Issued capital 100
Retained earnings (7,016)
Total (6,916)

30 Earnings per share 

Both the basic earnings per share have been calculated using the profit attributable to shareholders of the Company as 
a numerator, i.e. no adjustments to profits were necessary during the year ended 31 December 2020:  

31 December 2020 31 December 2019

Profit used to calculate basic EPS (60,944) 457,922 
Weighted average number of shares used in basic and 
diluted EPS

190,531,288 32,307,775 

Cents Cents

Basic earnings per share (0.03) 1.42
Diluted earnings per share (0.03) 1.42
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31 Parent information 

Statement of Financial Position 2020 2019
AUD AUD

Assets
Current assets 808,100 100 

Non-current assets - - 

Total assets  808,100 100 

Liabilities  

Current liabilities  - - 

Non-current liabilities  - - 

Total liabilities  - - 

Net assets 808,100 100 

Equity  

Issued capital  808,100 100 

Reserves  - - 

Retained earnings  - - 

Total equity 808,100 100 

Statement of Profit or Loss and Other 
Comprehensive Income 
Total profit/(loss) - -
Total comprehensive income - -

The parent entity had no contingent liabilities as at 31 December 2020. 

The parent entity had no commitments as at 31 December 2020. 

32 Group details  

The registered office and principle place of business of the Group is: 
Suite 511, 434 St Kilda Road 
Melbourne VIC 3004
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INDEPENDENT AUDITOR’S REPORT  

To the Members of Aobo Environmental Technology Limited 

Opinion

We have audited the financial report of Aobo Environmental Technology Limited (the Company) 

and its subsidiaries (the Group), which comprises the consolidated statement of financial position 

as at 31 December 2020, the consolidated statement of comprehensive income, the consolidated 

statement of changes in equity and the consolidated statement of cash flows for the year then 

ended, and notes to the financial statements, including a summary of significant accounting policies, 

and the directors' declaration.  

In our opinion the accompanying financial report of the Group is in accordance with the Corporations 

Act 2001, including:  

(i) giving a true and fair view of the Group's financial position as at 31 December 2020 and 

of its financial performance for the year then ended; and  

(ii) complying with Australian Accounting Standards and the Corporations Regulations 2001. 

Basis for Opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under 

those standards are further described in the Auditor's Responsibilities for the Audit of the Financial 

Report section of our report. We are independent of the Group in accordance with the auditor 

independence requirements of the Corporations Act 2001 and the ethical requirements of the 

Accounting Professional and Ethical Standards Board's APES 110 Code of Ethics for Professional 

Accountants (the Code) that are relevant to our audit of the financial report in Australia. We have also 

fulfilled our other ethical responsibilities in accordance with the Code.  

We confirm that the independence declaration required by the Corporations Act 2001, which has been 

given to the directors of the Company, would be in the same terms if given to the directors as at the 

time of this auditor's report. 

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 financial report of the current period. These matters were addressed in the context of 

our audit of the financial report 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 Matter How our audit addressed this matter 

Recognition of Revenue 

Refer to Note 5 in the financial statements 

Revenue recognition was considered a key audit 

matter, as it may be complex and involves significant 

management judgements. These include: 

 Determination of the appropriate 

allocation of multiple-element 

arrangements, for example where a 

single transaction combines the delivery 

products and services of installation. 

 determination of when risk and reward 

have passed to the customer. 

Our audit procedures in relation to the recognition of 

revenue included: 

 Obtaining understanding of management’s 

controls over revenue recognition 

 Assessing whether the Group’s revenue 

recognition policies were in compliance 

with Australian Accounting Standards 

 Inspection of sales contracts and delivery 

documentation, and review of the 

allocation of revenue to various elements 

in the contracts 

 Review of sales transactions before and 

after year-end to ensure that revenue is 

recognised in the correct period. 

Recoverability of Trade Receivables 

Refer to Note 10 in the financial statements

Trade receivables and unbilled revenues represent 

approximately 38% of the gross assets on the 

balance sheet.  The valuation of trade receivables 

and unbilled revenues is considered a Key Audit 

Matter because it requires management judgment 

due to the specific risks associated with each 

individual trade receivable. 

Elements of judgement associated with assessing 

the valuation of trade receivables include making an 

assessment of the level of credit risk where 

receivables have become past due. 

Our audit procedures in relation to the recoverability of 

trade receivables included: 

 Obtaining understanding of management’s 

controls over credit control and approval 

 Assessing the recoverability of debtors by 

comparing management’s estimate of 

recoverability of amounts outstanding to 

historical patterns of receipts.  

 Challenging the reasonableness of 

management’s key assumptions relating to 

credit risk and recoverability by review of 

customer correspondence, and comparison 

to historical patterns of receipt. 

 Assessing the appropriateness of the 

Group’s disclosures relating to credit risk. 
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Other Information  

The directors are responsible for the other information. The other information comprises the information 

included in the Group's annual report for the year ended 31 December 2020 but does not include the 

financial report and the auditor's report thereon.  

Our opinion on the financial report does not cover the other information and accordingly we do not 

express any form of assurance conclusion thereon.  

In connection with our audit of the financial report, our responsibility is to read the other information and, 

in doing so, consider whether the other information is materially inconsistent with the financial report 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 Financial Report

The directors of the Company are responsible for the preparation of the financial report that gives a true 

and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001 and 

for such internal control as the directors determine is necessary to enable the preparation of the financial 

report that gives a true and fair view and is free from material misstatement, whether due to fraud or 

error.  

In preparing the financial report, the directors are responsible for assessing the ability of the Group 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.  

Auditor's Responsibilities for the Audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free 

from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes 

our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit 

conducted in accordance with the Australian Auditing Standards 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 this financial report.  

A further description of our responsibilities for the audit of the financial report is located at the Auditing 

and Assurance Standards Board website at: 

https://www.auasb.gov.au/admin/file/content102/c3/ar2_2020.pdf

This description forms part of our auditor's report.  
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Report on the Remuneration Report 

Opinion on the Remuneration Report

We have audited the Remuneration Report included in paragraphs a to b or pages 4 to 6 of the directors' 

report for the year ended 31 December 2020.  

In our opinion, the Remuneration Report of Aobo Environmental Technology Limited, for the year ended 

31 December 2020, complies with section 300A of the Corporations Act 2001.  

Responsibilities

The directors of the Company are responsible for the preparation and presentation of the Remuneration 

Report in accordance with section 300A of the Corporations Act 2001. Our responsibility is to express 

an opinion on the Remuneration Report, based on our audit conducted in accordance with Australian 

Auditing Standards.  

RSM AUSTRALIA PARTNERS 

Anthony Travers  

Partner 

Sydney, NSW 

Dated:  30 Apr 2021 
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