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7.Cash and cash equivalents

Cash comprises cash in hand and deposits that can be readily withdrawn on demand. Cash
equivalents inclode shori-term, highly liquic investments that are readiiy converlible o known
amounts of cash and are subject to an insignificant dsk of change in value.

8.Foreign currency transactions and translatien of foreign currency financial statements

(1} Foreign cutrency transaclions

When the company’s foreign cutrency transactions are initially confirmed, they are converted
inte the functional currency amoun ar the spot exchange rate on the transaction day {usually the
mid-point of the foreign exchange rate announced by the People’s Bank of China, the same below),
but the company’s foreign currency conversion Businesses of ransactions involving foreign
currency exchange shall be converted into the amount of the functional currancy in accordance with
the actual exchange rate adopted.

(2} Conversion methed for foreign curency monetary items and foreign currency non-menetary
items

Monelary items denominaled in foreign currencies are translared to Renminbi at the spot
exchange rate at the balance sheet date. The resulting exchange differences between the spot
exchange rate on balance sheet date and the spot exchange rate on initial recognition or on the
previous balance sheel date are recognised in profit or loss. Non-monetary items that are measured al
historical cos! in foreign currencies are translated to Renminbi using the exchange rate at the
transaction date. Non-monelary items that ate measured at Ffair value in foreign currencies are
translated using the exchange rate at the date the fair value is determined. The resulting exchange
diferences are recognised in profit or loss.

(3) Translation of foreign currency financial statements

When translating the foreign currency financial stalements of overseas subsidiaries, assels and
liabilities of foreign operation are translated to Renminbi at the spot exchange rate al the balance
sheet date. Equity items, excluding “retaimed eamings”, arg translated to Renminbi at the spot
eachange rates at the transaction dates,

[ncome and expenses of foreign operation are translated to Rennindi at the spot exchange rates
[the rates determined under a systematic and rational method that approximate the spot exchange
rates] at the transaction dates,

Cash flow staternent of foreign operation is translated to Renminbi at the spot exchange rales
[the rates determined under a systematic and rational method that approximate the spot exchange

rates) at the cash flow occurence dates. Effect of foreign exchange rate changes on cash and cash

10



Suzhou Wuzhong Cultyral Tourism Development Group Co., Lid.
Notes to the Firancial Slatemenrs

For 1he year ended 31 December 202 |

equivalents is presenled separately as “Effect of foreign exchange rate changes on cash and cash
equivalenis™ in the cash flow stalement.

The resulting translation differences are recognised in other comprehensive income in
shareholders’ equity of balance sheet.

The wanslation differences accumulated in sharsholders' equity wilh respect 1o a foreign
operation are tansferred 10 profit or loss in the period when the foreign operation is disposed.

9.Financial instruments

The following accounting policies for financial insiruments apply 10 2021 and beyond:

A financial instrament is any contract that gives rise to a financial asset of one enterprise and a
financial liability or an equity instrument of another enterprise.

{1) Recognition, classification and measurement of financial assets of financial instruments

According 1o the business mode! for managing finencial assets and the contractual cash flow
characteristics of financial assets, the Company divides financial assels into: financial assets
measured st amontized cost; Financial assets measured at fair value with changes included in other
comprehensive income; Financial assets measured ar fair value through profin or loss.

Financial assets ate measured at fatr value upon initial recognition. For financial assets
measured at faic value with changes included in current profits and losses, relevant Iransaction cosis
are direcily included in current profits and losses; For ather types of financial assers, the ielevant
transaction costs are included in the initial recognition amount. For accounts receivable or nees
receivable arising from the sale of products or the provision of labor services that do not include or
take into account significent financing elements, the Company shall use the expected amount of
consideralion it is entitled to receive as 1he injtial recogribion amaunt,

{UFinancial assets measured a1 amortized cosi

The company’s business mode! for managing financial assets measurad 21 amortized cost is to
¢ollect contractual cash flows, and the contractual cash flow characteristics of such financial assets
are consistent with basic lending arrangements, that is, the cash flows generated on a specific date
are only payments of principal and interest based on the outstanding principal amount. The company
adopts the effective interest rate method for subsequent measurement of such financial assets ar
amortized cost, and the gains or iosses arising from their amortization or impairment are included in
the current profil and loss.

{@WFinancial assets measured at fair value with changes included in ather comprehensive income

The company’s business model for managing such financial assets is both to collect contraciual

cash flows and 1o sell them, and the conragtual cash flow characteristics of such fimancial assers are
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consistent with basic lending arrangements. The company measures such firancial assets al Fair
value and their changes are included in other comprehensive income, but impairment losses or gains,
exchange gains and losses, and interest income calculated using the ¢ffective mterest rate method are
included in current profits and losses,

In addition, the Company designates some non-trading equity instrument investments as
financial assels measured at fair value with changes included in other comprebensive income. The
Company includes the relevant dividend income of such financial assets in the current profit and loss,
and the changes in Fair value are included in other comprehensive income, When the financial asset
is derecognized, the accumulated gains or losses previously included in other comprehensive income
will be transferred from other comprehensive income to retained eamings, not included in curent
profils and losses,

@Financial assets measured at fair value through profit or loss

The company classifies financal assets other than those mezsured at aimorlized cost and those
measured at fair value through other comprehensive income as financial assets measured at fair
value thraugh profit or loss for the current pericd. In addition, the company designates some
financial assets as financial assets measured at fair valug with changes included in current profits and
losses in order o eliminate or significantly reduce accounting mismatches during initial recognition.
For such financial assets, the Company adopts fair value for subsequent measurement, and changes
in fair value are included in current profits and losses.

{2) Recognition, classification and measurement of financial liabilities of financial instruments

Financial liabilities are classified at initial recognition as financial kabiliries measured at fair
value through profit or loss and other financial liabilities. For financial liabilities measured at fair
value threugh profit or loss, the relevant transaction costs are directly included in the cwirent profis
ot 1058, and the relvant transaction costs of other financia] Labilities are included in their initial
recogniticn amacunt,

{UFinancial liabililies measured at fair value through profit or loss

Financial liabilities measorad at fair value with changes included in current profits and losses
include held-for-trading financial habilities (including detivative instrumernis belonging to financial
liabilities) and financial liabilities designated at initial recognition to be measured al fair value wilh
changes included in curranl profits and losses,

Held-for-trading financial liabilities (including derivative instruments belonging to financial
liabilities) are subsequently measured a1 fair value. Except for those related 1o hedge accounting,

changes in fair value are inchided in current profits and losses,
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For financial liabilities designated to be measured at fair value through profit or loss for the
cunent period, changes in fair value caused by changes in the contpany's own credit risk are
included in other comprehensive income. When the liabilily is derecognized, the cumulative changes
in fair value caused by changes in the company's own credit risk that are included in other
comprehensive income are Iransferred to retained earmings. The remaining changes in fair value are
Incloded in the cwrrent profit and loss. If the reatment of the impact of changes in the credit risk of
such financial liabilities in the above manmer would cause or expand accounting mismatches in profit
or loss, the Company will include all gains or losses (including the amount affected by changes in
the credit risk of the enlerprise) of such financial liabilities in the current profit or loss.

{@0ther financial liabilities

Except for financial liabilities and financial guarantee contracts formed by the transfer of
financial asseis that de not meet the conditions for derecognilion or continue to be involved in the
transferred financial assets, other financial liabililies are classified as financial liabilities measured at
amartized cost and subsequently measured a1 amortized cost. Gains or losses arising from
derecognition or amortization are included in current profits and losses.

(3} Recognition basis and measurement method for transfer of financial assets

Financial assets that meet one of the following conditions shall be derecognized: (UTermination
of centractual rights to receive cash flows from the financial asser; 2¥The financial asset has been
transterred and almost all risks and rewards related (o the owneeship of the financial asset have been
transferred e the transferee; @The financial asse! has been transferred, and although the enterprise
has neither transferred nor retained almost all the risks and rewards associated with the ownership of
the financial asset, it has relinquished control over the financial assel.

If the enterprise has neither iransferred nor retained almost all the risks and rewards associated
wilh the ownership of the financial asset, and has not relinguished contral over the financial asset,
the relevant financial asset is recognized based on the exient of jts continued involvement in the
transferred fimancial asset, and the relevant liabilities are recognized accordingly. The degree of
continued involvement in the transferred financial assets refers to the tevel of risk faced by the
enterprise due to changes in the value of the financial assels,

If the overall transfer of a financial asset meets the conditions for derecognition, the difference
between the book value of the transferred financial asset and the sum of the consideration received
as a resulr of the transfer and the cumulative amount of changes in Cair value originally included in

other comprehensive income shall be included in the corment profit and loss.
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Il'a partial transfer of a financial assel satisfies the condilions for derecognition, the book value
of the transferred Anancial asset shall be apportioned at its relative fair value between the
derecognized and non derecognized portions, and the difference between the sum of 1he
consideration received as a result of the transfer and the cunwlative amount of changes in fair value
that should be apportioned to the derecogrized portion originally included in other comprehensive
income and the apportioned cammying amount shall be included in the curent profits and losses.

The Company needs 1o determine whether almost all risks and rewards related to the ownership
of financial assets sold with recourse or transferred by endorsement. [f almost all the risks and
rewards related to the ownership of the financial asset have been ransferred to the transferee, the
recognition of the financial asset shall be terminated; [f almost all the risks and rewards associated
with the ownership of a financial asset are retained, the recognition of the financial asse1 will not be
terminated; If almost all the nsks and rewards associatad with the ownership of a financial asset have
not been transferred or retained, it is necessary 1o continue to determine whether the enterprise
retaing control over the asset and conduct accounling treatment in accordance with the principles
described in the preceding paragraphs.

(4) Derecognition of financial liabililies

If the currenl obligations of a financial lability {or part thereof) have been discharged, the
Company shall terminate the recognition of the financial liabilicy {or part thereof). If the company
(borrower) signs an agreemenl wilk the lender to replace the original fimancial liability by assuming
a new financial liability, and the contraciual 1erms of the new financial liabilicy and the original
financial liability are substantially different, the recognition of the onginal financial liability is
terminated, and a new financial liability is recognized at the same time. IF the company materially
modifies the contracwal terms of the original financial hability (or part thereof), the recognition of
the original financial liability shall be terminated, and a new financial Liability shall be recognized im
accordance with the modified rerms.

If a financial liability (or pan thereof) is derecognized, the company shall record the difference
between itz book value and the congideration paid {including ron cash asgets transfervad oul or
liabilities assumed) into the cutrent profivand loss,

(3) Offset of financial assers and financial liabilites

When the company has the legal right to offsat the recognized amount of financial assets and
financial linbilities, and this legal right is cutrently enforceable, meanwhile, ithe company plans 1o
settle or simultaneously realize the financial assets and settle the financial liabilities at a net amount,

the financial assets and Financial liabilities are listed on the balance sheet at the net amount afier
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ruwal offser. In addition, financial assers and financial liabilities are presented separately in the
balance sheet and are not offset against each other.

(6) Determination method of Fair value of financial assets and financial liabilities

"Fair value" refers to the price that market participants can receive from selling an asset or pay
to transfer a liability in an orderly transaction that occurs on the measurernent date, If there is an
active matket for financial instruments, the company adopis the quoted prices in Lhe active markel (o
datermine their fair valve. Quolations in an active market refer to prices that are easily obtained on a
regular basis from exchanges, brokers, indusiry associations, pricing service inslitutions, and
represent the prices of market transactions that aciwally occur in fair wrade. If there is no active
arket for financial instruments, the company adopts valuation technigues to determine their fair
value. Yaluation technigues include reference 1o prices used in recent market transactions between
parties who are familiar with the situation and willing to trade, reference to the corrent fair value of
other financial instrumenis thal are substantially the same, discounted cash flow tmethod, and option
pricing models. During valuation, the company adopi valuation techniques that are applicable in the
current situation and supporied by sufficient available data and other information, selects input
values that are consistent with the characteristics of assets or liabilivies considered by market
participants in the wransaction of related assets or liabilities, and prioritizes the use of relevant
observable input values as much as possible. Use non input values when relevant observable input
values cannot be obtained or are not feasible to oblain.

{7) Equity stroments

Equily instrument refers 10 a contract thar can prove ownership of the remaining equity in the
company's assels afler deducting all liabilities. The issuance (including refinancing), repurchase, sale,
or cancellation of equily instruments by the Company are weated as changes in equity, and
transaclion costs related to equity (ransactions are deducied from equity. The Company does not
recognize changes in fair value of equity instruments,

Dividends {including "inkerest” generated by instruments classified as equity instruments}
distributed by the company's equity instruments during their existence shall be treated as profit
distribution.

The following accounting policies for financial instraments apply o the year 2020 and before:

Financial insttuments

A financia! imstrument is any contract that gives rise to a financial asset of one enterprise and a
financial hability or an equity instrument of another enterprise.

(1) Recognition, classification and measurement of financial assets of financial instruments
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The Company classifies its financial assers into linancial assets measured ar fair value through
profut or loss, held-to-maturity investments, receivables, and available-for-sale financial assets based
on investmen| porpases and economic substance,

Financial assets measured at fair value through profit or loss include trading securities and
financial assets designated ac initial recognition as measured at fair value through profit or loss. The
company classifies financial assets thal meet one of the following conditions as trading securities:
the purpose of obtaining the financial assets is to sell them in a shor term; Belongs to a pant of the
identifiable financial instroment portfolie under centralized managemant, and therz is objective
evidence that the company has recently adopted short-term profil making methods to manage the
portfolio; It is a derivative instrumen, excepl for derivarives designated as effective hedging
instruments, derivatives that belong to financial guaraniee contracts, and deiivatives that are linked
to equity instrument investments that are not quoted in an active market and whose Tair value canoot
be reliably measured and must be settled by delivering the equily insttument. The company will
designate only financial instruments thal meet one of the following conditions as financial assets
measured at fair value with changes included in current profits and losses at inilial recogrition: This
designation can eliminate or significantly reduce the inconsistency in recognition or measurement of
related gains or losses caused by different measurament bases of the financial insirument; The
formal written document on the company's tisk management ot investmen! strategy has stated that
the financial instrument portfolio is managed, evaluated, and reported 0 key management persennel
based on fair value; A hybrid instrument that inclades one o more embedded derivative instruments,
unless the embedded derivative instrament does not significantly change the cash flow of the hybrid
insirument, or the embedded derivative instrument should obviously not be splic from the relevant
hybrid instrument; A hybrid instroment that includes embedded denivative instrumenis ihat need to
be splil but cannot be separately measured an the lime of acquisition or subsequent balancs sheel
dates. The financial assets designated by the company mainly include steck investment, For such
financial assets, the fair value i3 used for subsequent measurement. Changes in Fair value are
recorded in profit or loss from changes in Fair value: The interest or cash dividends obtained during
the asset holding period are recognized as investment income; Upon disposal, the difference berween
its Fair value and the initially recorded amount is recognized as investrnent profit or loss, and the
proficor Joss from changes in fair value is adjusted.

Held-to-maturity invesiment refers & non derivative financial assets with a fixed matarity date,
a fixed or determinable recovery amount, and the company has a clear mtention and ability to hold 10

matirity. Held-1o-maturity investments are subsequently measared using the effective interest rate
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method at amertized cost. The gains or losses arising from their amortization or impairment and
derecognition are included in current profits and losses,

Receivables refer to non derivative financial assets that have no quoted price in an active
markel and have a fixed or determinable recovery amount. The effeclive inlerest rate methed is used
for subsequent measurement at amortized cost, The gains or losses arising from amortization or
irnpairment and derecognition are included in the current profit and loss,

Available-for-sale financial assets refer to non derivative financial assets designated s
available for sale upon initial recognition, as well as financial assets that are not classified into other
categories. Among these assets, eqoity instrument investments that are not quoted in an active
miarket and whose fair value cannol be reliably measured, as well as derivative financial assets that
are linked to the equity instrument and must be settled by delivering the equity instrument, are
subsequently measured at cost; If there i3 an active market quotation or there is no active market
quotation, but the fair value can be reliably measured, it shall be measured at fair value, with
changes in fair value included in ather comprehensive income. For such financial assets, fair value is
used for subsequent measurement. [n addition to impairment losses and exchange gains and losses
arising from foreign currency monetary financial assets, changes in the fair value of available-for-
sale financial assets are directly included in shareholders' equity. When the financial asset is
derecognized, the cumulative amount of changes in fair value that were originally directly incheded
in equity is transferred to corrent profits and losses. The interest calculated using the effeciive
interest rate method during the helding period of an available-for-sale debt instrument invesiment, as
well as the cash dividends related to the available-for-sale equity insirument investment anncunrced
and issued by Lhe invesied ¢ntity, are included in the current profit and loss as investiment income.
Equity instrument investments that are not quoted in an active market and whose fair value cannot be
reliably measured are measurad at cost,

{2} Recognilion basis and measurement method for rransfer of financial assers

Financial assets that meel one of the following conditions shall be derecognized: (DTermination
of contraciual rights to receive ¢ash fiows from the financial asset; (2'The financial asset has been
transferred and almost al? risks and rewards relatad to the ownership of the financial asset have been
transferred to the transferee; The financial asset has been transferred, and although the enterprise
has neilher iransferred nor retained almost all the risks and rewards assoctated with the ownership of
the financial asset, it has relinquished control over the financial assel.

If the enterprise has neither transferred nor retained almost all the risks and rewards associated

with the ownership of the financial asset, and has not relinquished control over the financial asset,
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the relevant financial asset is recognized based on the extent of its continued involvernent in the
transferred financial asset, and the relevant liabilities are recognized accordingly.

If the overall transfer of 4 financial asset meets the conditions for darecognition, the difference
between the book value of the transferred Rnancial asset and the sum of the consideration received
as a result of the transfer and the cumulative amount of changes in fair value originally included in
other comprehensive income shall be included in the corrent profit and lass.

If a partial transier of a financial asset satisfies the conditions for derecognition, the book value
of the transferred financial asset shall be apportioned at its relative fair value between the
derecognized and non derecognized portions, and the difference between the sum of the
consideration received as a result of the (ransfer and the cumulative amount of changes in fair value
that should be apportioned 1o the derecogrized portion originally included in other comprehensive
income and the apportioned carrying amount shall be in¢luded in the curtent profits and losses.

{3) Test methods and accounting treatment methods for impairment of financial assets

Except for financial assels measured at fair value through profit or loss, the Company checks
the book value of other financial assets on the balance sheet date. If there is objective evidance thar a
cetlain financial asset has been impaired, an impairment provision needs to be made.

Firancial liabilities

(1) Recognition, classification and measurement of financial Liabilities of financial instruments

The financial habilities of the company are classified as financial liabilities measured at £air
value through prefit or loss and other financial Liabilities upon initial recognition.

Financial liabilities measured at fair value with changes included in current profits and losses
include transactional financial liabilities and financial liabililes designaled at initial recognition ko
be measured at faic value with changes incloded in current profits and losses (relevant classification
basis shall be disclosed with reference to the classification basis of financial assets). Subsequent
measurement is carried out based on fair value, and gains or losses arising fiom changes in fair value,
as well as dividends and interest expenses related (o the financial liability, are included in corrent
profits and lasses.

Chier financial liabilities, (specific financial liabilities shall be disclosed based on the actoal
situation}. The effective interest rate method is used for subsequent measurement at amortized cost,
If there is an active market for financial insiruments, the market quolations in the active market are
used 1o determine their Fdr value. Inan active market, the fair value of the financial assets or
liabilities held or proposed 1o be assumed by the company shall ba the current offer; The current

asking price of the financial assets 10 be purchased or financial labilities assimed by the company

13



Suzhon Wuzhong Culiural Tourism Development Group Co, Ltd.
Maotes to the Financial Stalements

Forihe year ended 31 December 2021

shall be taken as Ihe fair value of the corresponding assets or liabilities. If there is no current bid or
asking price for a financial assel ot financial liability, but there has been ne significant change in the
economic environment since the latest trading day, the marke! quotation for the latest iransaction
shall be used to determine the fair value of the financial assetor linancial liabiliry. When there is a
significant change in the economic environment after the recent ransaction date, the market
quotation of the tecent Iransaction shall be adjusted with reference to the current price or interast rale
of similar financial assets or financial hiabilities 10 determine the fair value of the fimancial assels o
financial liabilities. If the company has suificient evidence windicate that the market price of the
recenl transaction is not Fair value, appropriate adjustinents shall be made o the market price of the
recenl transaction 1o delermine the Fair value of the financial assel or financial liabilicy.

{2) Conditions for derecognition of financial liabilities

When all or part of the current obligations of a financial liability have been relieved, the
recognition of the financial liability or the part of the obligation that has been relieved is lerminated.
[f an agreement is signed between the company and creditors to replace existing financial liabilities
by assuming new financial liabilities, and the contractual terms of the new financial lizbilities and
existing financial Tiabilities ace substantially different, the recognition of the existing financial
liabilities shall be terminated, and the new financial liabilities shall be recognized at the same time.
If the company materially modifies all or part of the contractual terms of the existing financial
liability, the recognition of the existing financial liability or part thereof shall be ierminated, and the
financial liability after the modification of the terms shall be recognized as a new financial liability,
The difference between the book value of the derecognized portion and the consideration pad is
iticluded in the current profil and loss.

{3) Determination methed of fair value of financial assets and financial liebilities

The company measures the fair value of financial assets and financial liabilities al prices in the
main market. I there is no main markel, the fair value of financial asseis and financial liabilities is
measured al the most advantageous markel price, and valuation techniques that are applicable at the
time and supported by sufficient available datz and other information are used. The input values used
for fair value measorement are divided into three levels, namely, the first level is the unadjusted
quoted price of the same assets or liabilities that can be obtained on the measurement dale in the
active market; The second level input values are direcily o indirectly observable input values for
related assets or labilities in addition o the First leval input values; The third level input value is the
unobservable inpul value of the relevant asset or liability.

10. Jmpairment of Mnancial assels
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The following accounting policles for financial assets impairment apply to 2021 and
beyond:

The financial assets for which the company needs to recognize itnpairment losses ace financial
assets measured al amortized cosl and debt instrument investments measured at fair value with
changes mcluded in other comprehensive income, mainly including notes receivable, accounts
receivable, other receivables, debt invesimeni, other debt investient, long-lerm receivables and so
on. Inaddition, for some financial guaranies contracts, provision for impairment and recognition of
credil impairment lossas are also made in acoordance wilh the accounting policies described in this
section,

(1) Recognition method of provision for bad and doubtful debts

Based on expected credit losses, the company accrues impairment provisions and recognizes
credil impairment losses for each of the above items in accordance with the applicable expected
credit loss measurement method (general method or simplified method).

Credit loss refers 10 \he difference betwesn all coatractual cash [lows receivable under the
contract and all expecied cash flows received by the company discounted al the original effective
interest tale, which is the present value of all cash shorlages. Among them, the company discounts
them at the effective interest rate adjosted by the credit of 1he financizl assel that have undergone
credit impairment that have been purchased or generated.

The general method for measuring expected credic losses refers o the assessment by the
campany on each balance sheei date whether the credin risk of Financial assets has significantly
increased since initial recognition. If the coedil risk has significantly increased since initial
recognition, the company measures the loss provision at an amount gquivalent 1o the expected credit
loss for the entire duration; [f cradil risk has not significantly increased since initial recognition, the
company measures [0ss raserves al an amount equivalent 10 expecled credit losses in the nexr 12
months. When assessing expected cradit losses, the company considers all rensonable and
substantiated information, including forward-looking information.

For financial instruments with low credit risk on the balance sheet date, the company assumes
that their credit risk has not significantly increased since initial recognition, and chooses to measure
loss reserves based on expected cradil losses in the next 12 months.

(2} Criteria for determining whether credil nisk has significantly increased since initial
recognition

If the protabality of default of a financial asset within the estimated durtion determined on the

balance sheel date is significantly higher than the probability of defanlt within the estimated durarion
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determined on initial recognition, it indicates that the eredit risk of the financial asser has
significantly increased. Except for special circumstances, the company uses the changes in default
risk that occur within the next 12 months as a reasonable estimale of the changes in default nisk that
oceur during the entice duration to determine whether credit risk has significantly increased since
initial recognition.

Cieneratly, if the overdue peniod exceeds 30 days, the company believes that the credit risk of
the fimancial instrument has significanily increased, unless there is conclusive evidence that 1he
cradit risk of \he fnancial instrament has nod signi ficanty inereased since initial recognition.

The Company will consider the following factors when assessing wheither credit risk has
significantly increased:

1) Whether there is any significam change in the actual or expected operating results of the
debior,

2) Whether the regulatory, economic or technalogical environment in which the debtor is
located has undergone sighificant adverse changss:

3) Whether there are significant changes in the value of collateral as collateral for debt
collateral or the quality of guarantees or credit enhancements provided by third parties, which are
expected to reduce the economic molivation of the debtor to rpay within the contraciual wrms or
affect the probability of default;

4) Whether the expected performance and repayment behavior of the debtor have significanily
changed;

5) Whether the company's credit management metheds for financial instrumenis have changead,
gL,

O the balance sheet date, if the company determines that the financial insiument only has a
low credit risk, the company assumes that the credit risk of the Bimancial instrument has not
significantly increased since initial recognilion. [f the default dsk of a financial instrument is low,
the borrower has a strong ability to fulfill s contractual cash flow obligatians in the short ferm, and
even if there are adverse changes in the economic situation and operating environment over a longer
period of time, it may not necessarily reduce the borrower's performance of its ¢coniraciual cash
obligations, the financial instrument is considered 10 have o low credin risk.

{31 Criteria for determining financial assets with credil impairment

When one or more avents that have adverse impact on the expected future cash flow of a

financial asset oceur, the financial assel becomes a financial assel that has experienced credit
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impairment. Evidence of credit impairment of financial assets includes the following observable
information:

13 Significan! financial difficulties occur K the issuer or debtors

2} The debtor violates the contract, such as default or overdue payiment of interest or principal,
ete;

3) Creditors give concessions that the debtor will not make under any other circumstances due
10 economic or contraciual considerations related to the debtor's financial difficulties;

4) The debior i5 likely to go bankmupt or undergo other financial resteucturing,

5) Financial difficuliies of the issuer or debior lead to the disappearance of the aclive market for
the financizl assets;

6) Purchase or generate a financial assel at a significant discount that reflects the fact thal a
eredit loss has occurred,

The credil impairment of financial assels may be caused by the joint action of multiple events,
not necessarily due 10 individually identifiable events.

{4) A portfalio approach to assessing expecied credit risk based on portfolios

The company evaluates the credit risk of financial assets with significant]y different credit risks,
such as: accounts receivable from related parties; Receivables thal have disputes with the other pany
or involve litigation or arbitration; There are obvious signs that the debiar is likely to be unable (o
fulfill its repayment obligatioas, such as receivables

In addition 10 financial assets that are individually assessed for credit risk, the Company
classifies financial assets into different groups based on common risk characteristics. The common
credit sk characleristics adopted by the company include: financial instrumenlt type, credit risk
rating, ageing porfolic, overdue ageing portfolic, contract seitlement cycle, debtor indusiry and so
on. Credit risk is assessed on 2 combined basis.

(5) Accounting treatment method for impairment of financial assets

At the end of the year, the company calculales the expected credit loss of various financial
assets. If the expected credit 1oss is greater than the carrying amount of its current impairment
provision, the difference is recognized as an impainment loss; If il is less than the carrying amount of
the currenl impairment provision, the difference is recognized as irnpairment gains,

{6) Methods for determining credit loszes on vanous financial assets

(INoles receivable
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The compamy measures the loss provision for notes receivable based on the expecied credit loss
amoun! equivalent to the entire duration. Divide notes receivable into dilferent portfolios based on

iheir credit risk characteristics:
[tem Basis for determining the comhmatmn

Bank acceptanoe I:ulls | “The amepmr is a bank with law credit risk

) Accordmg to the credit risk classification of : nccepmrs, it should be the
Trade acceptance bills -
. same as the combination ¢lagsification of “accounts receivable”

(@Accounls receivable and conlract assets

For contract assets that do not contain significant financing components, the company measures
the loss provision based on the expected credit loss amoun! equivalent to the entire duration.

For contrzct assets that contain significant Ainancing componems, the company chooses to
always measore the loss provision at an amount equivalent tothe expected credit loss during the
duration.

Except for accounts receivable that are individually assessed for credit rigk, they are divided

imto different combinations based on their credit risk characlerstics:

Ttem : Basis for delermining the combination
I

Relalﬁd pany gmup : This pm tialio reprr:sv:nh ‘receivables of related pdrne'-:

. N : This portfulm represents receivables generated l:ry ‘government
Govemment Units 2roup
d::partmems and governrnent ngl}l;‘lﬂb

"The portfolio reprasents the agmg of secolnts receivable as a credit

Apein L
Being grotp risk feature

(BOther receivables

The company measures impaimment losses based on whether the credit risk of other receivables
has significantly increased since initial recognition, using an amount equivalent to the expecled
credit loss within the next 12 months or the entire duration. In addition to other receivables that are
individually assessed for credit risk, they are divided into different portfolies based on their credil

risk characterislics:

hem Basis for delermining the combination

'Related part:.r gmup Th:s pnﬁfﬁ:‘l‘ia-i‘eﬁfe'senls 'rea.".-é{v'alﬁleé. of related ';':r'a'r'l'ieé

Tlus p-ont‘olm represents receivables generalﬁ:l h;»,r guvemment

Government unils group
departments and government agencies

The pnr.r...fcrlm represems the aging of accounts receivable as a credit

Agein 1
8eIng group : rlsk feature
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The following accounting policies for impairment of financial assets apply to the year 2020
and before:

The company vses Ihe following circumstances as the recognition criteria for bad debt losses on
receivables: cancellalion, bankruplcy, insolvency, serious shoriage of cash flow, serious natoral
disasters. ete. of the debter, tesulting in shutdown and inabilily to pay debts within the foreseeable
time: Other conclusive evidence indicales that it is indeed impossible or unlikely w be recoverad,

The possible bad debt losses are accounted for using the allowance method. At the end of the
year, an impairment test is conducted separately or in combination, and the bad debt reserves are
acerved and included in the current profit and loss. Receivables that have conclusive evidence
indicating that they cannol be recovered are recognized ag bad debt losses after being approved by
the company in accordance with the prescribed procedures, and the withdrawn bad debr reserves are
wrilten off.

{ 1) Receivables that are individually significant and assessed individually for impairmenl:
[ Receivables with a single amount exceeding (and

Judpmenit basis or amount standard for . . . .
o ) : including) RMB 5 million are considered as
significant single amount . .
significant recelvables

mesmnlng bad debl reserves based on the “difference

Miethod of significant single amount and
. . _ between the present value of its future cash flow and
single provision for bad and doubtful debts :

: ity book value

{2} Receivables with provision for bad and doubtful debts based on groop
Basm for delemunmg the group

P ———— e

| Use the ageing of n receivables as credit risk

Ageing group |
| charactensucs to divide the portiolic
T Llae IH;:--I:t.;..lﬂtIOIIShlp Detween receivables “and transaction
Related party group i DbjEClS as credit risk charactenisiics to divide and

| combine

e e a1+ e mm e m e el M mme————— b

Llse the credil risk characleristics with the reputauan of

Government units group
thﬁ wrading object (o divide and combine

e Use the nature of funds {d»::pcsxts Teserves) and larga

Otber group enterprises with long-term sirategic cooperation to divide

and cnmbinr:

"The -:n:n‘n]:-an}-I condicls & separate difference test on the

Related party group

L amounts of relate:d pames at the end of the pemd Uinless

———— ——— e e s e e o —— —_ ———
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Orther group

[

: there is evidence thal some or all of the amounls cannot be

recovered, no provision for bad and doubtfu] debts is
penerelly made
o provision for bad and doubitul debts

! Uniess thore is evidence that thers is an uncollectible

amount, bad dept and doubtful is generally not provision.

The provisioning for groups of receivables using the ageing analysis method is as follows:

Ageing Provision a3 a percentage of Provision as a percentage of

- ) accounts veceivable (%) _ . other rereivables (%) ..
Within I year ¢ 0

_]__t_';_i;;.m ..... S| T I

_3;.:3}@.3,‘3 Eaae i o s -
3[04 ol TR — w————

Tmisy_eag_ _ e et —_—
o 5_3;,331.3__ S S e e —_

{3) Receivables that are individually insignificant but assessed individually for impairment:

Reasons for assessing individually for

impairment of receivables that are

individually insignificant

Methad of provisioning for bad and doubtful

dehts

! Receivables Ihat are individually insignificant but
assessed individually for impairmem, according ta the

| ageing group does not reflect its risk characteristics

| An impairment loss in respect of a receivable is

* calculated as the excess of its carrying amount over the

present value of the estimated future cash flows.

(B0ther receivables

Refer to relevant accounting policies for accounts receivable.

1L.Inventorics

{13 Classification

Inventories mainly include raw materials, inventory goods, contracl performance cost, and

development costs in the developmenl process.

{Mesurement method of cost of inventorics

Inventory s priced at actual cost when it is acquired. Inventory cost includes purchase cosl,

processing cost and ather costs. The actual cost is determined according to the first-in first-cut

weighted average method when receiving and issuing.

(1) Basis for determining the net realisable value and roethod for provision fer obsolets

inveilories
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Net realisable value is the estimated selling price in the ordinary conrse of business Jess the
estimated costs of completion and the estimated costs necessary 1o make the sale and relevant taxes.
The net realisable value is measured based on the verified evidences and considerations for the
purpose of holding inventories and the effect of post balance sheet events.

On the balance sheet date, inventories are measured at the lower of cost or net realizable value.
For the portion of inventory thal is expected to be unrecoverable due to damage, tolal or partial
obsolescence, or sales price lower than cosl, a provision for inventory depreciation shall be
provisioning. The provision for inventory depreciation of goods on hand and bulk raw materials is
drawn based on the difference belween the cost of a single inventory ilem and its nel realizable valua;
Provisioning inventory depreciation reserves for other raw and auxilary materials with a large
quantity and low unil price by calegory.

The net realizable value of the inventory of goods that are directly used for sale, such as
inventory goods and goods sent oul, is determined by the amount of the estimated selling price of the
imventory minus estimated sales expenses and related taxes: material nventory held for production,
Fhe net realizable value is determined based on the estimated selling price of the finished product
produced minus the estimated cost, estimated selling £xpenses and related laxes and fees at the lime
of completion,

After the inventory depreciation reserve is withdrawn, if the factors affecting the previous
write-down of the inventory value have disappeared, causing the nei realizable value of the
invenlory to be higher than its book value, it shall be reversed wilhiin the amount of the invenlory
depreviation reserve Ihat has been withdrawn, and the reversed amount Included in the current profit
and loss.

{(4) The inventory system is a perpetual inventory system.

12.Contractusal assets (Applicable from January 1, 2021)
The customer has not yel paid the contract consideration, bul the company has Fulfilled its

performance obligations under the contract and is not uncenditional (only depending on the
passage of time). The right of the company to collect money from customers is listed as
contractual assets in the balance sheet. Contraciual assets and contractual liabilities under the
same contract are presenled al a net amount, and contract assets and contractual liabilities under
differant conteacts are not offset.

For the determination method and accounlting treatment method of expecled credit losses

on conlractual assels, please refer o Note 1Y.10 "[mpairment of financial assets”,

13.Non-current assets or disposal gronps held for sale
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[f the company recovers its book valug mainly through sales {including the ¢xchange of non
monelary assets with commercial subsiance, the same below) rather than continecus use of a non
current asset or disposal group, it is classified as held for sale. A non-current asset or disposal group
is classified ss held for sale when all the following criteria are met. According te the customary
practices of selling such asset or disposal group in similar (ransactions, the non-current asset or
disposal group is available for immediate sale in its present condition; The sale is highly probable (o
occur, that is, the Group has made a resolution on a sale plan and enteved inte a legaily binding
purchase agreement with cther parties. The sale is expected t be completed within one year. The
Group that is committed to a sale plan involving loss of control of a subsidiary classifies all the
investment in that subsidiary as held for sale in its separate financial stalements, and classifies all the
assets and Liabilities of that subsidiary as held for sale in its consolidaled financial stalements, when
the classification criteria for held for sale are met, regardless of whether the Group retains a non-
controlling interest in its former subsidiary after the sale. If the assel group or assel group
combination to which the disposal group belongs distributes the goodwill acquired in the business
combination in accordance with "Accounting Standards for Business Enterprises No. 8-Asset
[mpairment”, the disposal group shall include the goodwill allocated to the disposal group,

When the company initially measures or remeasures non cumenl assels and disposal groups
classified as held For sale on the balance sheet date, if their book value is higher than the net amount
of fair value minus selling expenses, the book value is written down to the net amounl of fair value
minus selling expenses, The amount written down is recognized as an asselimpairment loss and
included in the current profit and loss, and a provision fot impairment of held for sale assets is made.
For a disposal group, the recognized asset impairment Joss first offsels the book value of goodwill in
the disposal group, and then proportionally offsets the book value of various non current assets
within the disposal group that are subject 1o the measurement provisions of the Accounting
Standards for Business Enterprises Mo. 42 - Non curent Assets Held for Sale, Disposal Groups, and
Discontinued Operations (hersinafter referred to as the "Held for Sale Siandards™). If the net amount
of the fair value of the disposal group held for sale Jess selling expenses increases on the subsequent
balance sheet date, the previously written down amount shall be restored and reversed within the
amount of asset impairment losses recognized for non current assets thal are measured using the
held-for-sale criteria after being classified as held for sale, and the reversed amount shall be included
ity the current profit and loss, And increase the book value of sach non-current asset in the disposal
group in proportion to the proportion of the book value of the applicable held-for-sale criteria except

for goodwill; The book value of goodwill that has been writtgn off, as well as the asset impairment
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losses recognized prioe to the classification of non currenl assels that are subject 1o the measvrement
provisions of the held-for-sale criteria, shall aot be reversed.

Nan cirrent assels held for saie or non current assets in disposal groups are nol subject 1o
depreciation or amowization, and interest and other expenses on liabilities in disposal groups held for
sale are continuously recognized.

When a non current asset or disposal group no longer meets the classification criteria for the
category held for sale, the company will no longer continue to classify it as  category held for sale
or remove the non current asset from the disposal group held for sale, and measure it according to
the Jower berween both sides: (1) The book value before being classified as held for sale is adjested
based on the depreciation, amortization, or impairment recogrized assuming it is not classified as
held for sale; (2) Recoverable amount.

14.Long-lerm equity investments

Long-term equity investments include equily investments in subsidiaries and equity invesiments
in joint venwures and associales. An associale is an enterprise over which the Company has
significant influence. The company’s long-lerm equily invesiment that does not have control, joint
contro! or significant influence on the investee is accounted for as an availabls-for-sale financial
asset or a financial asset that is measured at fair value and its changes are included i the current
profit, For deails of its accounting policies, refer 1o Note TV. 9 "Financial Instcuments”.

Joint control refers to the company’s common control of an arrangement in accordance with the
relevant agreement, and related activities of the arrangement must be agreed upon by the parties
sharing control rights before they can make decisions. Significant inMuence means that the company
has the right to participale in the decision-making of the financial and operaling policies of the
invested unit, but cannol control or jeintly control the formulation of these policies with other patties.

{ DDretermination of initial investment cost

For long-tenn equity investmenis obtained through busingss combinations wnder the same
control, the share of the book value of the owner's equity of the merged party in the final conteoller's
consolidated financial statements on the merger date is used as (he: initial investment cost of the
long-term equily invesiment. The difference between the initial investment cost of a leng-term
equily investment and the book value of cash paid, non cash assets tansferred, and debis assumed is
adjusted 10 the capilal reserve; If the capital reserve is insufficient to offsel, the ratained earnings
shall be adjusted. [F equity securities are issued as the merger consideration, on the merger date, the
share of The book value of the owner's equity of the merged pany in the final controller’s

consolidated financial statements is used as the initial invesiment cost of the long-term aquity
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investment, and the (otal par value of the issued shares is used as the capital stock. The capital
reserve is adjusted based on the difference between the initial investment cost of the long-term
equity investment and the towal par value of the issued shares; If the capital reserve is insufficient to
offset. the retained earnings shall be adjusted. 1f the equity of the merged party under the same
control is obtained through multiple ransactions step by step, and ultimately a business combination
unider the same control is formed, whether it belongs to a “package deal" shall be treated separately.
If it belongs to a "package deal”, each transaclion shall be accounted for as a transaction to obtain
control. If it is not a "package deal”, 1he initial investment cost of the long-term equily investment
shall be the share of the book value of the owner's equity of the merged party in the final controller’s
consolidated financial statements on the merger date. The capital teserve shall be adjusted based on
the difference between the initial investment cost of the long-ierm equily investment and the sum of
the book value of the long-lerm equity investment before the merger plus the book value of the
newly paid consideralion for the further acquired shares on the merger date: If the capital reserve is
insufficient to offset, the retained earnings shall be adjusted. Other cornprehensive income from
equity investmenis held before Ihe merger dale that are accounted for using the equity method or
recognized as available-for-sale financial assets will not be subject 1o accounting lreatment
temporatily.

For Jong-term equily investments obiained through business combinations net under the same
control, the initial investment cosl of the long-1erm equily investnent is recognized as the
combination cosl on the acquisition date. The combination cost includes the sum of the fair values of
the assets paid, liabilities incusred or assumed, and equity securilies issued by the acquirer. "If the
acquiree's equity is acquired through multiple transactions siep by step, resulting in a business
merger that is not under the same conirel, it should be treated separately as whether it belongs to a”
package deal ™. if it belongs to a" package deal *, each transaction should be accounted for as
transaction to obtain contrel.”. IF it is not a "package deal”, the sum of the book value of the equity
invesiment originally held by the acquiree plus the newly increased investment Cost shall be used as
the inftial investmem cost of the long-term equity investment accounted for using the cost method. If
the originally held equily is accounted for using the equity methed, relevant other comprehensive
income will not be subject to accounting treatment temporanily. If the originally held equity
nvestment is a financial asset available for sale, the difference between its fair value and book value,
as well as the cumulative fair value changes originally included in other comprehensive income, are

transferred to the current profit and loss.
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Intermediary expenses such as audit, legal services, evalvation and consultation, and other
related management expenses incurred by the combining party or the purchasing party for 2 business
combination are included in the current profit and loss when incurred.

Other equily investments other than long-term equity investmems formed through business
combinations are initially measured at cost, which is determined by the actual cash purchase price
paid by the company, the fair value of equity secarities issued by the company, the value agreed in
the investment contract or agreement, the fair value or original book value of assets surmendered in
non monetary asset exchange transactions The fair value of the long-term equily investment itself is
determined by such melhods as. Expenses, laxes, and other necessary expenses directly related 1o the
acquisition of long-term equily investments are also included in the investment cost. If additional
investment can significantly affect or jointly contrel the invested entity but does not conslituie
control, the cost of long-term equity investment is the sum of the fair value of the originally held
equily investmenl determined in accordance with Accounting Standards for Business Enlerprises No.
27 - Recognition and Measurement of Financial lnstruments plus the additional investment cost.

(2} Subsequent measurement and recognition of profit or loss

Long-term equily invesiments that have joint control (excluding the formation of joint operators)
or significant impact on the invested entity are accounted for using the equity method. In addition,
lhe company's financial stalements use the cost method 1o calculate long-term equily invesiments
thal can control the invested entily.

{DLong-term equity investment accounted by cost method

When using Ihe cost method for accounting, long-term equily investmenls are valued al the
initial investment cost, and the cost of long-term equity investrnents is adjusted by adding or
recovering investments. In addilion to the acually paid price or cash dividends or profits declared
but not yet paid included in the consideration when oblaining the invesumant, the current investiment
income is recognized based on the cash dividends or profits declared to be paid by the invested
enlily,

@Long-lerm equity investment accounted for by equity method

When using the equity method for accounting, if the initial investment cost of a long-term
equity investment is greater than the fair value of the idemtifiable net assets of the invested entity that
should be enjoyed at the lime of investmen, the initial invesiment cost of the long-term equily
investment will not be adjusted; If the inilial invesiment cost is less than the fair value share of the

identifiable net assets of the invested entity that should be enjoyed at the time of investmenl, the
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difference is included in the current profit and loss, and the cost of long-lenn equily invesiment is
adjusted.

When using [he equity method for accounting, investment income and other comprehensive
income ate recognized separately based on the anributable or atiribulable share of the net profit or
loss and olher comprehensive income realized by the invested entity, and the book value of long-
lerm equity investments is adjusted; Calculate the auributable portion based on the profits or cash
dividends declared 10 be distributed by the invested entity, and reduce the book value of the Jong-
term equity investment accordingly; For ather changes in the owner’s equity of Ihe invested entity
other thar net profit and loss, other comprehensive income, and profit distribution, the boek value of
the long-term equity investment is adjusted and included in the capital reserve. When recopnizing
the attributable share of the net profit or loss of the invested entity, it is recognized based on the fair
value of the identifiable assels of the invested entity al the lime of obtaining the investment, after
adjusting the net profil of the invesied entily. If the accounting policies and agcounting periods
adopted by the invested entity are inconsistent with those of (e Company, the financial statements
of the invested entity shall be adjusted in accordance with the accounting policies and accounting
periods of the Company, and investment income and other comprehensive income shall be
recognized accordingly. For transactions between the Company and associaled and joint ventures, if
the assets invesled or sold do not canstitute a business, the unrealized internal transaction profits and
lasses shall be offset by the portion attributable to the Company caleulated based on the PIOPOTLCN
enjoyed, and the investment profits and losses shall be recognized on this basis, However, the
unrealized internal transaction losses incurred by the Company and the invested entity that belong to
the impairment losses of the transferred assets shall not be offset. If the assets invested by the
Company in a joint venture or associated enlerpiise constitule a business, and the investor obtains
long-term equity investment but does not obtain contrel rights as a result, the fair value of the
invested business is used as the initial investiment cost of the new long-term equity investment, The
difference between the initial investment cost and the book value of ihe invested business is fully
inciuded in the current profit and loss. If the assets sold by the Company to a joint ventute or
associated enlerprise constitute a business, the difference between the consideration obtained and the
book value of the business is recorded in full in the current protil and 1oss. If the assets purchased by
the Company from associated enterprises and joinl ventures constitue a business, accounting
treatment shall be conducted in accordance with the Accountng Standards for Business Enterprises
No. 20 - Business Combinations, and the gains or losses related to the transaction shall be fully

recognized,
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When recognizing the nel loss incurred by the investee that should be shared, the book value of
the long-term equily investrnent and other long-term equity that substantially constitutes the net
investmeat in the investes are written down o zero. In addition, if the Company has the obligation 1o
bear additional Josses to the invested entity, the estimated liabilities shall be recognized based on the
expected obligations and included in the curremt investment losses. If the mvesied enlity realizes net
profits in the futute, the company will resume recognizing the income sharing amaount after the
income sharing amount covers the unrecognized loss sharing amount.

@Acquisition of minority inlerests

When preparing consolidaled financial statements, adjust the capital reserve for the difference
between the newly increased long-term equity investment due to the purchase of minority equily and
the net asset share of the subsidiary calculated continuously from the purchase date {or merger date)
based on the newly increased shareholding ratio. If the capital reserve is insufficient to offset, adjust
the retained earnings.

@Disposal of long-lerm equity investment

In the consolidaled financial statements, the parent company partially disposes of its long-term
equity invesunent in a subsidiary without losing control, and the difference between the disposal
price and (he net assets of the subsidiary comesponding (o the disposal of the long-term equity
investment is included in shareholders’ equity; If the parent company partially disposes of its long-
term equity investment in a subsidiary, resulling in the loss of control over the subsidiary, it shall be
treated in accordance with the relevant accounting policies described in Note 1V.5.(2)"Methods for
Preparing Consolidated Financial Statements”.

For the disposal of long-term equily investment under other circumstances, the difference
between the book value of the disposed equity and the actual acquisition price shall be included in
the current profit and loss.

For long-term equity investments accounted for using the equity method, if Ihe remaining
equity after disposal is still accounted for using the equity method, the poniion of other
comprehensive income originally included in the owner's equity shall be accounted for on the same
basis as the invested entity's direct disposal of relevant assets or liabilities al the corresponding
praportion, The owner's equity recognized due 1 changes inthe owner’s equily of the invesiee other
than net profit and loss, other comprehensive income, and profit distribution shal! be carvied forward
ter the curtent profit and loss on 2 pra rata basis.

For long-term equity investments accounted for using the cost method, i the remaining equity

is still accounted for using the cost method afler disposal, other comprehensive income recognized
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by using the equity method or linancial instrument recognition and measurement standards before
obtaining control of the invested entity shall be accounted for using the same basis as the mvested
emity’s direct disposal of relevam assets or liabilities, and shall be cawried forward to the current
profit and loss on a pro rata basis; Changes in other owner's equity recognized in the net assels of the
invested entity due 1o the adoption of the equity method, except for net profit and loss, other
comptehensive income, and profit distribution, are carried forward pro rata to the current profit and
loss.

If the company loses control over the invested entity dug (o the disposal of part of its equily
investment, and when preparing individual financial statements, if the remaining equity after
disposal can exercise joinl contrel or exerl significant influgnce on the invested entity, it shall be
accounted for using the equity method instead, and the remaining equily shall be deemed 10 have
been accounted for and adjusted using the equity method since the acquisition; Lf 1he remaining
equity after disposal cannol exercise joint control or exen significant influence on the invested entity,
accounting treatment shall be conducted in accordance with the relevant provisions of the
recognition and measurement standards for financial instruments. The difference between the fair
value and the book value on the daie of loss of control shall be included in the current profit and loss.
Before the Company obtaing control over the invested entity, other comprehensive income
recopnized due 10 accounting using the equity method or financial instrument recognition and
measurement standards shall be accounted for on the same basis as the invested enlity's direct
disposal of relevant assets or liabilities when losing control of the invested entity. Net profit and loss
shall be excluded from he net assets of the invested entity tecognized due to accounting using the
equity method Changes in owner's equity other than other comprehensive income and profil
distribution are carried forward (o the current profit and loss upon loss of control ever the mvesiee,
Where the remaining equity after disposal is accounted for using the equity method, other
comprehensive income and other ownet's equity are carried forward in proportion; IF the remaining
equity after disposal is subject 10 accounting treaument in accordance with the recognition and
measuremenl slandards for financial instruments, all other comprehensive income and other owner's
&quity are caried forward.

If the company loses joint control or significant impact on the invested entity due to the
disposal of some equity investments, the remaining equity after disposal is accounted for in
accordance with the recogaition and measutement standards for financial instrurments, and the
difference between the fair value and the book vaiue on the date of loss of joint control or significant

impact is included in the cumen profit and loss. The other comprehensive income recognized for Lhe
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original equity investment due 1o the adoption of the equity method for accounting purposes shall be
accourded for on the same basiz as the direct disposal of relevant assels or liabilities by the investee
when the equity method is terminated. The cwner's equily recognized due to other changes in the
owner's equity of the investee other than net profit and loss, other comprehensive income, and profit
distribution shall be fully transferred to the cumrent investment intome when the equity method is
lerminated.

The company disposes 115 equily investment in a subsidiary through multiple transactions step
by step until it loses control. If the above transactions are package (mnsactions, each transaclion is
treated as 2 transaction ¢ dispose of the aquiry investment jn the subsidiary and lose control. The
differance berwesn each disposal price and the book value of the long-lerm equity investmen
corresponding to the equitly disposed before losing control is recognized as other comprehensive
income, At the time of loss of control, it is transfzrmed to the current profit and loss of 1oss of control,

15 Investment propertles

Investment properties refers to rea! estate held for the purposs of earning remt or capital
appreciation, or both. Including leased land use rights, land use rights held and ready o be
transferred after appreciation, leased buildings, ele.

Investment properties 15 initially measured at cost. Subsequent expenditures related 10
invesiment properties are included in the cost of investment properties if the economic benefits
ralated to the asset are likely to flow in and its cost can be reliably measured. Ouher subsequent
expenditures shall be incloded in the current profits and losses when they are incurred.

The company adopts the fair valve model for subsequent measurement of investment real estate,
The Company does not accrue depreciation or amortize investment real estate. On the balance sheet
date, its book value is adjusied based on lhe fair value of the investment real estate, The difference
betwean the fair value and the original book value is included in the current profit and loss.

When determining the fair value of mvyestment real estate, reference should be made to the
current market prices of similar or similar real estate in the sctive market; If the current market price
of the same or similar real estale cannot be obtained, a reasonable estimate of the fair value of the
investment real estate can be made by referring to the latest transaclion price of the same or similar
real estate in the active marckel, taking into account transaction cenditions, transaction dates, location,
and other factors; Or delermine its Fair value based on the expected futwre rental income and the
present value of the relevant cash flows. When converting self used real estate or inventory into
investment Teal esfate or investment real esiate into self used real estale, the book value before

conversion shall be taken as the entry value after conversion,
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When converting self used real estale or myveniory imto investmen! real estate, it shall be valued
at il fair value on the date of conversion. If the Fair value on the date of conversion is less than the
original book value, the difference shall be incloded in the curvent profit and loss; If the fair value on
the conversion date is greater than the original book value, the diffsrence is recognized as other
comprehensive income. When investment real estate 13 converted 1o self 1se real estate, the fair value
on the date of conversion is taken as the book value of the self use real estate, and the difference
between the fair valee and the origingl book value is ingluded in the current profiv and loss,

When an investment property is disposed of or permanently withdrawn from use and it is
expected that no economic benefits can be oblained from its disposal, the confirmation of the
investment properties shall be tenminaled, The disposal income from the sale, transfer, scrapping or
damage of investment properties shall be included in the current profit and loss after deducting its
book value and relevanl taxes.

16.Fixed assets

(1 Recognirion of fixed assets

Fixed assets refer 10 tangible assets held for the purpose of producing commaodities, providing
labor services, leasing or operating management, and whose useful life axceeds one fiscal year
Fixed assets are only recognized when the economic benefits related to them are likely to flow ino
the company and their ¢osts can be reliably measured, Fixed assets are initially measured a1 cost and
considering the impact of expected abandenment expenses,

{Z) Depreciation of fixed asseis

The cosl of a fixed asset is depreciated using the straighl-line method since the state of
intended use, unless the fixed asset is fixed assets tha have been fully depreciated and still i use,
and \he separately priced land. Mot considering impairment provision, the estimated useful lives,

residual value rates and depreciation rates of each class of fixed assets are as follows:

Category Eﬂ::?:gcd;:fml Residual value rate %% Depreciation rate %
B:.mmgs ] HEEE 05 il B _5__23?5_4?5 o
Machinery and equipment 8-15 5 9.506
Motor vehicles 8 s 11.875
Dfﬁce and electronic 5 5 J. 19.00
e T L O SV SO PP PSS
Pipe network engineering 40 3 2375
Other 5 5 19.00
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The estimated net salvage value refers to the amount (iat the company currently obtains from
the disposal of the asset after deducting the estimated disposal expenses, assuming that the estimated
useful life of the fixed asset has expired and is at the end of its useful life.

(3 Fixed assets impairment test methed and impairment preparation accrual method

For the impairment of the fixed assets, please refer to Note. [V 23" [mpairment  of  long-term
asgeis”,

(4) Recognition and measurement of fixed assets acquired under finance leases

A financial lease is a lease that substantially transfers all risks and rewards refaled to the
ownership of assets. The ownership may or may not be transferred eventually. Depreciation is
accounted For in accordance with the accounting policies of fixed assels. If Lhere is reasonable
certainty that the Company will obtain ownership of a leased asset al the end of the lease term, the
leased asset is depreciated over its estimated useful life. Otherwise, the leased asset is depreciated
over the shorter of the lease term and ils estimated useful life.

{5) Other

Subsequent expenditures related to fixed assets, if the economic benefits related to the Fixed
assets are likely to flow in and their costs can be reliably measured, they are included in the cost of
Fixed assets and the confirmation of the book value of the replaced part is tenminated. Other follow-
up expenses other than this are included in the current profit and loss when incurred.

When the Fixed assets are in the state of disposal or no economic benefits are expected 1o be
generated through use or dispesal, the confimnation of the fixed asseis is terminated. The difference
between the disposal income of fixed assets sold, transferred, scrapped or damaged afier deducting
its book value and related taxes is included in the current profit and loss.

The company will review the service life, estimated nei residual value and depreciation method
of the fixed assels at least a1 the end of the year. If there is a change, it will be treated as a change in
aceounting estimates.

17.Construction in progress

Construction in progress is recognized based on the actual construction cost, including all
expenditures incurred for constuction projects, capitalised borrowing costs and any other costs
directly altributable to bringing the asset to working condition for ils intended use. Construction in
progress is transferred to fixed asset when it is ready for its intended use.

For the impairment of the Construction in progress, please refer to Note.IV 23" Impairment of
long-lerm assets™.

18 . Borrowing costs
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Borrowing costs include interest on borrowings, amorization of discounts of premiums,
auxiliary expenses, and exchange differences arising fromy foreign currency borrowings. The
borrowing costs directly attributable to the acquisition, construction, or production of assets eligible
for capitalization shall be capitalized when the assel expenditores have gccurred, the borrowing cosis
have oceurred, and the acquisition, construction, or production activities necessary to bring the assels
to their intended usable or marketable staws have begun Capilalization of assets eligible for
capitalization thal are construcied or produced shall be stopped when they reach their inlended
usable or markelable staws. The remaining borrowing costs are recognized as expenses in the
current period.

The amount of the zctual interest expenses incurred in the curment period of special borrowings
minus the interest income from vnused borrowing funds deposited in banks or investmen! income
from temporary investments shall be capitalized; The capitalization amount of general borrowings is
determined by muoltiplying the weighted average of the accumulated asset expenditures over the
special borrowings by the capitalization rate of the general borrowings used. The capitalization rate
is caleulated and determined based on the weighted average interest rale of general borrowings.

During the capitalization period, all exchange differences on special foreign currency
borrewings shall be capitalized; The exchange difference of foreign currency general borrowings is
included in the current profit and loss.

Assets eligible for capitalization refer 1o fixed assets, invesiment real estate, inventory and other
assets that require a considerable period of time {(usually more than one year) for acquisition and
constructon or production activities to reach the expected serviceable or marketable status,

I the acquisition, construction, or prodoction of assets eligible for capitalization is abnormally
interrupted for a continucvs period of more thar 3 months, the capilalization of bomrowing costs shall
be suspended until the acquisition, consiruction, or preduction of the assets resumes.

1% Intanglle assets

(1) Intangible assets

Intangible assets are identifiable non-monetary assets that are owned or controlled by the
company, without physical shape.

TIntangible assets are iniially measured ar cost. Expendilures related o inlangible assets are
included in the cost of intangible assels if the relevanl economic benefits are likely o flow inte the
company and their costs can be reliably measured. Expendinire for other items is included in the

currenl profit or 1oss when incurred,
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Land use rights acquired are usually accounted as intangible assets. The plant and other
buildings of self-development and censtruction, the related land use rights expenditures and building
construction costs are aceounted as intangible assets and fixed assets, respectively. For 1he purchasad
houses and buildings, the relevant price should be allocated between the land use righls and the
buildings. If it is difficult to allocate them reasonably, all of them should be treated as fixed assets.

Inlangible assets with limited useful lives are amortized by Ihe suaight line stAgeing average
method over their expected useful lives from the moment they are available for use, less their
estimated net residual value and the accumulative amount of accried [mpaitment losses. Intangible
agsa18 with indefinite useful lives are not amaontized,

At the end of the period, the useful life and amortization method of intangible assets with
himited useful life are reviewed, if any change occurs, they are trealed a5 changes in accounting
estimates. [n addition, the service life of an intangible asset with an indefinite useful life is reviewed,
If there is evidence thal the period during which the intangible asset brings economic benefits to the
enterprise is prediclable, the service life of the intangible asset is estimated and the intangible asset
with 2 finite service life is amortized 25 the amorlization policy.

{2) Research & development expenditure

The expenditures of the company's internal research and development projecis are divided inte
research phase expenditures and development phase expendiures.

Expendilure for the research phase iz included in the curent profit ot loss when mcurred.

Expendilure in the developmment phase that satisfies the lollowing conditions at the same time is
recognized as intangible assets. Expenditure at the development stage 1hat does not satisfy the
following condilions is included in the current profit and loss:

{D.It is feasible technically to finish intangible assets for use or sale;

@ It is inlended to finish and use or sel] the intangible assets;

(Z).The ways in which intangible assets generaie economic benefit includes the way that it can
prove the existence of the market of the products from the Intangible assets or it can prove the
exislence of the market of intangible assets itself. If intangible assets are used intemally and it can
prove their usefulness,

(@).T1 is able to finish the development of the intangible sssets, and able 1 use or sell the
intangible assets, with the support of sufficient technologies, financial resources and other resources;
and

{B).The development expenditures of the intangible assels can be relisbly measured.
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If it is nol possible 1o distinguish between research phase expendilures and development phase
expanditures, ali R&D expenditures incurred should be charged to the cutrent profit or loss,

(3} Intangible asset impairment test method and impaimnent provision method

As for intangible asset impairment test method and impairment provision method, please refer
ta Note [V 21" Impairment of long-werm assets ™.

Hr.Long-term deferred expenses

Long-term defarred expenses are those expenses that have ocourred but should be bome by the
reporting period and subsequent periods wilh amortization period of more than one year. The
company's long-term deferred expenses mainly include rent, consulting fee, decoration fee, and
testing fee. Long-lerm deferred expenses are recorded at the ectual cosl, and amortized using a
straight-line method within the benefil period.

21.Goodwill

Goodwill is the difference between the cost of equity invesiment or the cost of a business
combination not under the same control over the Fair value share of the investee or the idenlifiable
net assels acquired in the business combination on the date of acquisition or purchase.

Goodwill relaled o subsidiaries is separately listed in the consolidated financial statements, and
goodwill related to associates and joint venhures is included in the book value of long-term equity
investimants,

22.Coniract lability (A pplicable firom Janvary 1, X21)
Contract liability refer to the obligation of the company to transfer goods to customers for

consideration received or receivable from customers. [f the customer has paid the contract
consideration or the company has obtained the umconditional right to receive payment before the
company transfers the goods 1o the customer, the company will list the received or receivable
accounts as contractual liabilities at the earlier of the cusiomer's actual payment or due paymeni.
Contractual assets and contract liability under the same contract are presented at a net amount,

and contractual assets and contract liabitity under different contracts are nol offsel.

23.Impairment of long-term assets

For fixed assets, construction in progress, intangible assets with limited useful fives, and long-
termn equily investmients in subsidiaries, joint ventores, and associales, the Company delermings
whether there is any sign of impairment on the balance sheeidate. If there are signs of impairment,
the recoverable amount is estimared and an impairment test is conducted. Goodwill, intangible assels
with uncertain service lives, and intangible assels that have not yet reached their usable stalus are

subject te an impairment 1es1 every year, regardless of whelher there is any indication of impairment.
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If the impaiment test resull indicates that the recoverable amount of an assel is lower than its
book value, an impairment provision shall be accrued based on the difference and included in the
impairment loss. The recoverable amount is the higher of the nel amount of the fair value of the asset
minus disposal expenses and the present value of the expected future cash fow of the asset. The fair
value of assels is determined based on the sales agreement price in an anm's length transaction; 1€
there is no sales agreement but there is an aclive market for the assel, the fair valug is determined
based on the buyer's bid for the asset; If thera is no sales agreement or active markel for the asset, the
fair value of the assel is estimated based on the best available information. Disposal expenses
include legal expenses related to the disposal of assets, relevant taxes, handling fees, and direct
expenses incurred to bring the assets 1o a saleable stale. The present value of the expected futues
cash Mow of an asset is determnined based on the expected future cash flow penerated during the
cantinuous use and final disposal of the assel, and the amoum discounted at an appropriate discount
rate. The provision for asset impairment is calculated and recognized on a single asset basis. If it is
difficult to estimate the recoverable amount of a single asset, the recoverable amount of the asset
group o which the asset belongs is determined. An asset groop is the smallest asset portfolio that can
independently generate cash inflows,

For goodwill separately listed in the financial statements, when conducting an impairment les,
the book value of goodwill is apportioned to the aszel groop or combination of asset groups that are
expected [0 benefit from the synergistic effects of business combinations. 1f the test result indicates
that the recoverable arount of 1he asset group or combination of asset groups containing the
apportioned goodwill is lower than its book vajue, the corresponding impairment loss is recognized.
The amount of impairment loss is first offses against the book value of goodwill allocated 1o the
asset group or asset group combination, and then offset against the book value of other assets in
ptoportion e the proportion of the book value of assets other than poodwill in the asset group or
asset group combination,

Once the above asset impairment losses are recognized, the pontion of the value that is not
recoverable in the future will nol be reversed.

M4.Employee benefits

The Company's employze compensation mainly includes short-term employes compensation,
post employment benefits, dismissal benefirs, and cther long-term employee benefits, The benefits
provided by the company to employees’ spouses, children, dependants, deceased employees’

survivors, and other beneficiaries are also included in employee compensation. Including:
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Shert-lerm compensation refers (o the employee compensation that the company needs (o pay
in full within 12 months after the end of the annual reporting period during which the employee
provides relevant services, except for compensation for 1erminating the labor relationship with the
employee. Tt mainly includes wages, bonuses, allowances and subsidies, emplovee welfare, medical
insurance, matemity insurance, industrial injury insurance, housing provident fund, labor union
funds, empioyee education funds, and non monetary benefiis. The company recognizes the shon-
term employee compensation actually incured as a liability during the accounting period when
employees provide services to the company, and includes itin the current profits and losses or
related asset costs. Non monetary benefits are measured at fair value.

Post employment benefits mainly include basic pension insurance, unemployment insurance,
and annuity. Post employment benefit plans in¢lude defined contribution plans and defined benefit
plans. If a defined contribution plan is sdopled, 1he cotresponding amount payable shall be included
in the relevant asset costs or current profits and losses when incurred. The company's defined benefit
plans, including the obligations expected o be paid within 12 menths after the end of the annua?
report period for employees to provide services, are discounted according 10 the market yield of
treasury bond or high-quatity corporate bonds in the active market that match the obligation pericd
and cutrency of the defined benefit plans on the balance sheet date. If the company is unable (o
unilaterally withdraw the termination benefits provided due 1o ihe termination of the labor
relationship plan or the layoff proposal, or if the company recognizes the cogis related to the
restruchuring jnvolving the payment of termination benefits, whichever is earlier, the employee
compensation liabilities arising from the termination benefits shall be recognized and included in the
current profits and lesses. However, if the termination benelits are not expected to be fully paid
within 12 months after the end of the anmual reporting period, they shall be treated as other long-
term employee compensation.

The internal retirement plan of empleyees shall be treated in the same principle s the above
dismissal benefits. The Company will include the salaries and social insurance premiums to be paid
for early retirees during the period from the date the employee stops providing services 1o the normal
retiremant date in the current profit and Ioss (termination benefie) when the conditions for
recognizing estimated liabilities are met,

Other long-term employee benefits provided by the company 10 employees that meet the
defined contribution plan shall be aceounted for in accordance with the defined contribution plan, in
addition to the defined benefit plan,

25.5hare-based paymeni
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(1) Accounting treatment method of share-based payment

Share-based payme is a transaction that grants equity instrumients or assumes liabililies
determined on the basis of equity instruments in crder (o obiain services provided by employees or
other parties. Share-based payment is divided into equity-setiled share-based payment ard cash-
settled share-based payment,

{1) Equity-settled share-based payment

Equity-setiled share-based payments in exchange for services provided by employees are
measured at Lthe fair value of the equity instruments granted to employees on the grant date. The fair
value amount is caleolated on the basis of the best estimate of the number of vesling equity
instruments during the waiting period and included in 1he relevant cost according to the straight-line
method when the service in the waiting period is completed or the specified performance conditions
are met. Or expensesfwhen the right is exercised immediately after the grant, the relevanl costs or
expenses will be included on the grant date, and the capital reserve will be increased accordingly.

On 2ach balanee sheet dawe during the waiting period, the company makes the best estimate
based on the Jatest obtained follow-up information such as changes in the number of vested
employees, and revises the number of equity instruments that sre expected to be vested. The impact
of the above estimates is included in the relevant costs or expenses of the cument period, and the
capilal reserve is adjusted accordingly.

For equity-settted share-based payments in exchange for the services of other parties, if the fair
value of the services of the other parlies can be reliably measured, it shall be measured at the fair
value of the services of the other parties on the acquisition date. If the fair value of the services of
the other parties cannot be reliably measured, but the equity instruments If the fair value of the
equily instrument can be reliably measured, it shall be measured at the fair value of 1he equity
insirument on the date of service acquisition, included in the relevani cosis or expenses, and the
sharcholders’ equity shall be increased accordingly,

(&) Cash-sewled share-based payinent

Cash-sellled share-based payments are measured al the fair value of liabilities determiined on
the basis of shares or olher equily instruments undertaken by the company, If the right can be
exercised immediately afier the grani, the relevant costs or expenses will be included on the date of
the grant, and the lability will be increased accordingly, if the service within the waiting period
musl be completed or the specitied perfonnance conditions must be met before the right can be
exercised, on each balance sheet date of the waiting period, On the basis of the best estimate of the

exercisable sitvation, according 1o the fair value of the liabilities assumed by the company, the
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services obtained in the current period are included in cosis or expenses, and the liabilities are
increased accordingly.

On each balance sheet date s settlement daie before the sattlement of the relevam liabilides,
the: fair value of the liabilities is remeasured, and the changes are included in the current profit and
loss.

(2} Relevant accounling Ireatments for medification and lermination of share-based payment
plans

When the company revises the share-based payment plan, if the revision increases the fair value
of the equity instruments granted, the increase in the fair valug of the equity Instruments is
comespondingly confirmed te obtain an increase in services. The increase in the fair value of equity
instrutnenis refers to the difference belween the fair values of the equity instrumenis before and afier
the modification on the modification date. 1f the modification reduces the total fair value of the
share-based payment or adopts other methods thal are not conducive 10 the employees, the
accounting treatment of the services obtained wili contimue, asif the change has never occurred,
unless the company cancels part or all of the granted rights and inlzrests feol.

During the waiting period, if the granted equily instruments are cangelled, the company treats
the cancellation of the granted equity instruments as an accelenated exercise, and the amount 1hat
should be confirmed during the remaining waiting period is immedialely included In the current
profit and loss, and the capilal reserve is confirmed at the same time. If employees or other parties
can choose to meet the non-exercising conditions but have not met within the waiting period, the
company will treat them as the cancellation of the granted equity instruments,

26.Debentures payable

The debentures payable by the company are measvred at fair value at the time of initial
confirmation, and related wransaction costs are included in the initial confirmation amouni,
Subsequent measutzmen s based on amortized cost.

The difference berwesn the bond payment price and the ptal face value of the bond is treated as
a band preminm or discount, which is amortized when interest is accrued using the actual interest
rate method during the bond's duration, and is treated in accordance with the principle of handling
borrowing cosis.

27.Provisions

A provision is recognised for an obligation related to a contingeney if all the following

condilions are satisfied:{ 1 The Company has a present obligation; {230 is probable that an outflow of
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economic benefits will be required to seitle the obligation; and (3The amount of the obligation can
be estimated reliably.

On the balance sheet date, considering factors such as risks, uncertainties, and the time vaioe of
money relaled 1o contingencies, the estimaled liabilities are measured based on the best estimate of
the expendilures required to perform the relevant current obligations,

If all or part of the expenses required 1o settle the estimaled liabilities are expected to be
compensated by a third party, the compensation amount shall be separately recognized as an asset
when it is basically certain that it can be received, and the recognized compensation amourt shall not
exceed the book value of the estimated liabitities,

{11 Onerous contracl

Onerous contract is a conlract in which the unavoidable costs of performing contractual
obligations excead the expected economic benefits. [f the convact to be executed becomes 2 onerous
contracl and the obligations arising from the onerous contract meet the recognition conditions for the
estimated liabilities mentioned above, the portion of the expecied contract losses that exceed the
recognized impairment losses (if any) of the undetlying asset of the contract is recognized as the
provisions,

{2) Restructuring obligations

For a detailed, formal, and publicly announced restructuring plan, the estimated liability amount
is determined based on the direct eapenses related to the restructuring, provided that the
aforementioned recognition conditions for estimated liabilities are met. For the restructuring
obligation to sell part of the business, the obligations relaled 10 the restructuring are only recognized
when the company promises to sell part of the business (i.e., when a binding sale agreement is
sighed},

28.Preference shares, perpelual bonds and ather financial instruments

{1) The distinction belwsen perpetval bonds and preferved stocks

Financial instruments such as perpetual bonds and preferred stocks issued by the company that
meet the following conditiens at the same time are regarded as eqQuity insltuments:

(L} 'The financial instrument does not include contractual obligations (o delwver cash or other
financial assets to other parties, or exchange linancial assets or financial liabilities with other parties
under potentially unfavorable conditions;

{ZAF the financial instrument needs to be setiled with or available to 1he enterprise’s own equily
instruments n the future, if the financial instrument is a non-derivalive instrument, it does not

in¢lude the contractual obligation to deliver a variable amount of its own equity instrument for
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setllement; The company can only settle the financial instrument by exchanging a fixed amount of
its own equity instroments for a fixed amount of cash or ather financial assels.

Excepl for the financial instroments that can be classified as equity instroments under the above
conditions, other financial instruments issued by the company should be classified as financial
liahilities.

If the financial instromen issued by the company is a compound financial instrament, it is
recognized as a liability based on the Fair value of the liability component, and the amount actuslly
received after deducting the fair value of the liability component is recognized as “other equity
instruments”. Transaction costs incurred in the issuance of composite financial instruments are
amortized between the liability component and the equity component according 1o their respective
proportions L the tnal issuance price.

(2) Accounting treatment methods for perpetual bonds and preferred stocks

Perpetual bonds, preferred stocks and ather financial instruments classified as financial
liabilities, their related interest, dividends {(or dividends), gains or losses, and gains or losses from
redemplion or refinancing, except for loans thal meet the conditions for capitalization Except for the
expenses (see Mote 1Y, 18 "Borrowing costs™), they are all included in the current profit and loss.

When perpetual bonds and preferred siocks are classified as equity instruments, when they are
issued (including refinancing), repurchased, sold or cancelled, the company treats them as changes in
gqquily, and relaled transaction costs are also deducted from equity. The company's distribution to
guily instrument holders is treated as a profit distribution.

The company does not recognize changes in the fair value of equity instrumenis.

29.Revenue

The following revenne accounting policies apply o 2421 and beyond:

When a coniract between the company and a customer simulianeously meets the following
conditions, revenue is recognized when the customer obtains control of the relevant goods: the
parties 10 the contract have approved the contract and committed to fulfilling their respective
obligations; The contract specifies the rights and obligations of each party in relation to the
iransferred goods or the provision of labor services; The contract has clear payment lerms related two
the transferred goods: The contract has & commercial nature, (hat is, the risk, time distribution, or
amount that the performance of the contract will changs the company's future cash flow; The
consideration thal the company is enlitled o obtain due to the wansfer of goods to customers is likely

10 be recovered,
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On the commencement date of 1he contract, the company identifies each individual
petformance obligation existing in the contract, and apportions the transaction price to each
individual performance obligation based on the relative proportion of the individual selling price of
the goods promised by each individual performance obligation. Factors such as variable
consideration, significanl financing components in the contract, non cash consideration, and
consideration payable to customers have been considered in determining the transaction price.

For each individual performance obligation in a contract, if one of the following conditions js
met, the company will recognize the wransaction price allocated to the individual performance
obligation 35 revenue in accordance with the performance progress during the relevant performance
period: the cusiomer obtains and consumes the economic benefits brought about by the company's
performance white the company performs; The customer can contiol the goods under construction
during the performance of the company's contract; The goods produced doring the performance of
the coniract by the company bave irreplaceable uses, and the company has the right 1o receive
paymenis for the part of the performance that has been completed so far accumulated throughoul the
contract period. The performance progress is determined using the input method or the output
method based on the nature of the transferred goods. When the performance progress cannot be
reasonably determined, and if the costs incurred by the company are expected (o be compensated,
revenue is recognized based on the amount of costs incutred until the perfermance progress can be
reasonably determined.

[f one of the above conditions is not met, the company will recognize revenue from the
iransaction price allocated 10 the individual performance obligation at the time when the customer
obtaing control of the relevant commodity. When determining whether a customer has obtained
control of a product, the company considers the following indications: the emerprise has the right to
receive current payments for the product, and has the obligation to inake current payments on behalf
of the custemer for the product; The enterprise has transferred the legal ownership of the goods to
the customer, representing that the customer has owned \he legal ownership of the goods; The
enterprise has transferred the physical goods to the customer, representing thal the customer has
possessed the goods in kind; The enterprise has uansferred the main risks and rewards of ownetship
of the goods o the customer, representing that 1he customer has oblained the main risks and rewards
of ownership of the goods; The costomer has accepted the product; Other indications that the
customer has obtained control of the goods,

The [ollowing revenue accounting policies apply to the year 2020 and before:
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The company’s operaling income mainly includes income from the sale of goods, income from
the provision of labor services, income from the transfer of asset use rights, and income from agent
COREtruction,

The revenue tecognition principles are as Follows:

(1) The company has transferred the main risks and rewards of the ownership of 1he goods 10
the purchaser. The company neither relains the right 1o continve management usually associated with
the ownership, nor does it affectively control and earn income from the sold goods. The realization
of income from the sale of goods can be confirmed when the amount of the goods can be reliably
measured, the relevant economic benefits are likely (o flow into the enterprise, and the related costs
incurred or to be incurred can be reliably measured,

(2) The company recognizes the realization of labor service ncome when the total labor income
and total cost can be reliably measured, the economic benefits related to labor services are likely 10
flow into the company, and the completion progress of labor services can be reliably delermined.

{3) When the economic benefits related to the transaction are likely to flow into the company
and the amount of income can be reliably measured, the realization of the income from the Iransfer
of asset use rights is recognized.

{4) The agent construction project is completed and reaches the usable state, and the revenue is
recognized after the completed project is handed over to the relevant unit.

{5) Construction contracl revenue

When the company's total contract revenue can ba reliably measured, the economic benefits
related to the contract are likely to flow into the company, the actual contract costs can be clearly
distinguished and reliably measured, and the conract completion schedule and the remaining costs
1o complete the contract can be reliably determined. , And confirm contract revenue and contract
expenses based on the percentage of completion method on the balance sheet date. When using the
percentage-of-completion method, the contract complelion schedule is delermined based on the ratio
of the acteal contract ¢ost 1o the estimated total cost of the contractthe proportion of the completed
contract work 1o the eslimated tetal contract work/the actual measured completion schedule.

When the result of a construction contract cannot be reliably estimated, if the contract cost can
be recovered, the contract revenue is recognized based on the actual contract cost that can be
recoveted, and the contract cost is recognized as an expense in the period in which it occurs; if the
contract ¢ost cannot be recovered, it should be When incurred, it is immediately recognized as an

expense, and no revenue is recognized,
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The company inspects the construction conteact 2l the end of the period, TF the estimaled 1ozl
cost of the construction contrace exceads the estimated tolal revenue of the contract, a loss provision
is made and the estimated loss is recognized as the current expense.

30.Contractual cosis (Applicable from Januvary 1, 2021)
The incremental cosis incurred by the Group in obtaining contracts that are expected to be

recoverable are recognized as contract acquisition costs as an assel. However, if the
amorlization period of the asset does not exceed ene year, it will be included in the current
profit and loss when it occors.

The cost incurred in performing a contract that does not fall within the scope of other
accounting standards for business enterprises other than the Accounting Standards for Business
Emerprises No. 14 - Revenue {Revized in 2317) and meets the following conditions
simultaneously, is recognized as a contract performance cost as an asset; (UThis cost is directly
telated to a current of expected contract, including direct labor, direct matenials, manufacturing
expenses {or similar expenses}, cosls clearly borne by the customet, and other costs incmed
solely due 1o the contract; (ZiThis cost incrzases Lhe Group’s resources tor fulfilling its

performance obligations in the futore; @The cost is expected 1o be recoverable.

Assets related to contract costs are amettized on the same basis as the recognition of

commaodity income celated (o the asset and incleded inthe corrent profit and loss,

M.Government grants

Govemment grants refer to the manetary assets and non-monetary assets obrained by the
company from the government free of charge, excluding the capital invesied by the povemment as
an investor and enjoying the corresponding owner's equily. Government grants are divided into
Government granis related 1o assets and Government grants related to income, The company defines
the Government grants obtained for purchase and construction or other fonms of long-letm assets as
Government granis related to assets; the remaining Government grants are defined as Govermment
grants related 10 income. If the government document does not clearly specify the subsidy object, the
subsidy will be divided inte ingome-related govemment grant and asset-relaled government grant in
the following way: {1} The project’s budget divides the relative proportions of the amount of
expenditures that form assets and the amount of expenditures tat are included in ¢xpenses, The
proportion of divisions needs 1o be reviewed on each balance sheet dite and changed if necessary; (2)
The purpose of governiment documents is only for general expression, and it no specific item is
specified, it is regarded as a government grant related to income., IF & government grant is 4 mongtary

assel, it shall be measured at the amount received or receivable, Ifa government grant is a non-
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monetary asset, it shall be measured at its fair value; if its fair value cannot be obtained reliably, it
shall be measured at its nominal amount, Governmeni grants measured al their nominal ameunts are
direcily included in the currert profits and losses,

The company usually confirms and measures Government grants based on the acwally received
amount when ihey are actually received, However, ai the end of the period, there is conclusive
evidence showing that it can meat the relevant conditions stipulated in the financial support policy. Tt
is expected that the financial suppont funds will be received, and the amount will be measured
according 10 the amount receivable. The Govermnent grants measured in accordance with the
amount receivable shall meet the following conditions ar the same time: (1) The armount of the
subsidy receivable has been confirmed by a document issued by the comipetent government
departmenl, or it can be reascnably calculated according to the relevant provisions of the officially
released fiscal fond management measures, and It is estimated that there i3 no major uncertainly in
the amount; (2} It is based on the financial support projects and their finzncial fund management
metheds officially issued by the Jocal financial depariment and preactively disclesed in accordance
with the "Regutations on Disclosure of Government Informanon™, and the management methods It
should be inclusive (any enterprise that meets the prescribed conditions can apply), rather than
specifically formulated for a specific enterprise; (3) The relevant grant approval document has
clearly promised the paymenl period, and the payment of the funds is available. The corresponding
financial budge is used as a guarantes, so it can be reasonably guaranieed thal il can be received
within the preseribed time limit, {4} Other relevant conditions (if any) that should be mel based on
the company and the specific circumstances of the subsidy.

Govemment grants related 10 assets are recognized as deferred income and included in the
current profits and losses in stages within the useful life of the relevant assets in a reasonable and
systemalic way. Governmenl grants related 10 income that are used 1o compensale related costs or
losses in subsequent periods are recognized as deferred income and included in the current profit and
loss during the period when the related costs or losses are recognized, used to compensate related
cosls and expenses that have already occurred or losses, directly included in the current profit and
loss.

At the same tlime, the Government grants related o assets and tncome-related parts are included,
and differant pans are zecounied for separately; if it is difficult 1o distinguish, the whole is classified

as income-related Government grants.
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Government grants related to the company's daily activities are included in other income
according to the nature of economic business; Government grants not related 1o daily activities are
included im non-cperating income and expenditure.

When the confirmed government grant needs o be retumed, if there i3 a relevant defemred
inceme balance, the book balance of the reievant deferred income shall be offser, and the excess part
shall be included in the current profit and loss; in other cases, it shall be directly included in the
current profit and loss.

32.Deferred tax assets and deferved tax linbilities

(1) Current income {ax

O the balance sheet daie, the current incame tax liabilities (or asseis} formed in the current and
previons periods are measured at the amount of income tax that is expected to be paid (or retuned)
calculated in accordance with the provisions of the tax law. The taxable income on which the cumrent
iNCome Lax expenses are calculated is calculated afier corresponding adjustments to the corrent
year's pre-1ax accounting profits in accordance with the provisions of the relevant tariff jaws.

(2) Deferred income tax assets and deferred imcome tax liabilities

The difference between the book value of certain assets and liabilities and the tax base, and the
difference between the book value and the tax base of items that are not recognized as assets and
liabilities but whose tax base can be determined in accordance with the tax law For temporary
differences, the balance sheet debl method is used to confirm deferred income tax assets and
deferred income tax liabilities,

Related ta the initial recognition of goodwill, and the taxable provisional related to the initial
recogrition of assets or liabilities arising from wansactions thai are neithar a business combination,
nor do they affect accounting profits and taxable income (or deductible losses) For sexual
differences, the related deferred income 1ax liabilities will not be recognized, In addition, for taxable
temporary differences related to investments in subsidiaries, associates and joint ventures, if the
company can control the time for the reversal of the temporary differences, and the temporary
differences may not be reversed in the foreseeable future, The related deferred income rax liabilities
will not be recognized. Except for the above exceptions, the company recognizes ail other deferrad
income lax liabilities arising from taxable temporary differences,

Deductible temporary differences related 1o the initial recognition of assets or liabilities arising
frotn transactions that are neither a business combination nor that do not affect accounting profits
and 1axable income (or deductible losses) are not recognized. Deferred tax assets. In addition, for

deductible temporary differences related to investments in subsidiaries, associates and join venures,

50



Suzhou Wuzhong Cultoral Tourism Development Groop Co., Lid.
Moies o the Financial Statements

For the vear ended 31 December 2021

if the temporary differences are not likely to be reversed in the Foreseeable future, or are not likely to
be deductible in the fulore The taxable income of temparary diffarences shall not be recognized as
related deferred income 1ax assets. Except for the above exceptions, the company is likely 1o obiain
the taxable income thal can be used o deduct the deductible temporary differences as the imit, and
recognize other deferred income tax assets that can be deducled from the deductible temporary
differences.

For the deductible Josses and tax deduciions that can be carnied forward for subsequent years,
the deferred income tax assets are confitmed to the limil of the Future taxable income that is likely 1o
be wsed (o deduct the deductible losses and tax deductions.

On the balance sheet date, deferred income tax assets and deferred income 1ax liabilities are
measured at the applicable tax rate during the period when the relevant assets are expected to be
recovered or the relevant liabililies are expected to be recovered in accordance with the provisions of
the tax law.

On the balance sheet date, review the book value of deferred income ax assets. [F it is hikely
thar sufficient taxable income cannat be obtained in the future to daduct the benafits of deferred
income lax assets, the book value of deferred income tax assets shall be writlen down. . When it is
possible wo obtain sufficient taxable income, the reduced amount shall be reversed.

{3) Income 1ax expense

Income tax expenses include current incoime tax and defemred income tax.

Except thal the current income 1ax and deferred income tax related o transactions and events
recognized a3 other comprehensive income or directly included in shareholders” equity are included
in other comprehensive income or shareholders’ equity, and the bock value of goodwill adjusted by
defened income tax arising from business combinations, the rest Current inceme 13x and defered
income tax expenses or income are included in the curment profit and loss.

{d) Offser of income lax

When it has the statutory right to net settlement, and intends 1o net setilement er oblain assets
and pay off liabilities al the same time, the company’s current income 1ax assets and current incomea
tax liabilities are presented at the net amount after oftzening,

When it has the stalatory right 1o settle current income tax assets and curvent income tax
hiablities on a net basis, and the defarred income tax assets and deferred income tax liabilities are
related to the income 1ax levied by the same tax administration depariment on the same taxpayer or
are celated to different raxpayers, However, in the period during which important deferred income

tax assets and liabilities are reversed in the future, when the apayer involved intends Lo sellle the
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current income tax assets and liabilities on a net basis or obtain assels and settle liabilities at the
same lime, the company's deferred income tax Assels and deferred income tax labilities are
presented at the net amount afler offsetting.

33.Lease
The following lease accounting policies apply to 2021 and beyond:

Lease refers to a conlract whereby the company transfers or acquires the right 10 control the use
of one or more identified assets for a certain period of time inexchange for or payment of
constderation. On the commencement date of a contract, the cormpany evaluates whether the contract
is # lease or includes a lease.

{11 As a lessee

{IMnitial measurement

Om the beginning date of the lease term, the company recagnizes the right to use the Jeased
asset during the lease term as a right to use assel, and recognizes the present value of the unpaid
lease payments as a lease hability, except for short-term leases and low-value asset leases. When
calculating the present value of lease payments, the company uses the implicit interest rate of the
lease as the discount rate; If the implicit interest rate of the lzase cannot be determined, the lessee’s
inctermental borrowing rate shall be used as the discount rate,

(Z¥Subsequent measuremanl

The Company accrues depreciation for assets with Ihe right to use in accordance with the
televant depreciation provisions of the Accounting Standards for Business Enterprises No. 4 - Fixed
Assets (please refer to Note V.16 "Fixed assets” for details). If it can be reasonably determined thal
the ownership of the leased asset will be obtained upon the expiration of the lease lerm, the
Company accrues depreciation within the remaining service life of the leased asset. If it is
impossible to reasonably determine thal the ownership of the leased asset can be oblained upon the
expiration of the lease term, the company shall accrue depreciation during the shorter of the lease
termn or the remaining useful life of the leased asset,

For lease liabilities, the Company caleulates the interest expense for each period of the ksase
termm at 5 fixed periadic inlerest rate and includes it in the current profit and loss. Vanable lease
payments not included in the measuremeni of lease Habilities are mcluded in the currenl profic and
loss when actally incurred.

Afier the beginning date of the lease term, when there isa change in the actual fixed payment
atnount, a change in the expected payable amount of the guarantee residual value, a change in the

index or ralic used to determine the Jease paymens amount, or a change in the evalualion result or
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actual exercise of the purchase oplion, renewal option, or lermination oplion, the company
retneasures the lease Liability based on the present value of the changed lease payment amount, and
adjust the book value of the right 10 use assets accordingly. If the book value of the right to use asset
has been reduced to zero, but the lease Lability still needs 10 be further reduced, the company will
includs the remaining amount in the current profit and loss.

(3Short term leases and low value assel leases

For short-term leages {leases with a [2ase term of ne more than 12 months on the lease start dae}
and low-value asset leases, the company adopis a simplified approach, not recognizing the right 1o
use assets and lease liahiliies, but recording the lease payments into the current profic and loss using
the straight-line method or other systematic and reasonable methods during each period of the lease
term.

(2 As a lessor

O the lease start datz, the company divides leases into financing leases and operating leases
based on the substance of the trangaction. Finance lease refers o a lease thal substantially transfers
altmost all the risks and rewards related to the ownership of the leased asset. Operating leases cefer Lo
leases other than finance leases,

{DOperating leases

The company adopts Lhe straight-line method to recognize the amount of lease receipls from
operaling leases as rental income for each period within the lease 1lesm. Variable lease payments
related 10 operating leases that are not included in lease receipts are included i the current profit and
loss when actually incurred,

(@)Finance leases

On the beginning date of the lease term, the company recognizes the financing lease paymenis
receivable and derecognizes the financing lease assels. Finance lease receivables are inilially
measured at the net amount of the lease investment (the sum of the unguaranteed residual value and
the present value of the lease receipts that have nol yat baan received on the beginning date of the
lease term discounted at the inplicit interest cate of the lease), and interest income within the lease
term is calculated and recognized at a fixed pericdic interest rale. The variable lease payments
obrtained by the company that are nod inc{eded in the measurement of net lease investment are
included in the curen profit aud loss when actually incurred.

The following lease accoundlng policies apply (o the year 2020 and before

A finance lease is a lease that iransfers substantially all the risks and rewards incidental to

ownership of a leased asset (o the lessee. An operating lease is a lease other than a finance lease,
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(1) Record operaling lease business as a lessee

The renial expenses of operaling leases are included in the relevant asset costs or current profils
and losses on a straight-line basis during each period of the lease lerm. The initial direct expenses are
included in the currem profit and loss. Contingent rents are included in the current profit and loss
when actually incurred.

{2} Record operating lease business as lessor

The rental income from operating leases is recognized as current profit and loss using the
straight-line method during each period of the lease term. The initial direct expenses with large
amourits are capitalized when incurred and included in the cument profit and loss by stages over the
entirg lease period on the same basis as the recognition of rental income; Other initial direct
expenses with small amounts are included in the cumrent profiland loss when incurred. Contingent
renis are included in the current profit and loss when actually meuned.

(3) Record financial leasing business as a lessee

On the lease beginning date, the lower of the fair value of the leased asset and the present value
of the minimum lease payment on the lease beginning date is recognized as the entry value of the
leased assel, the minimum lease payment is recognized as the enty value of long-term payables, and
the difference is recognized 25 unrecognized financing expenses. In addition, the initial direct cosis
incurred during the lease negotiation and signing of the lease contraci that can be attributed to the
lease item are also included in the value of Lhe leased assel. The balance of the minimum lease
payment after deducting unrecognized financing expenses is listed as long-term linbilities and long-
lerm liabilities due within one yaar

The vnrecognized financing expenses are caleulated and rcognized using the effective interest
rate melhod duning the fease term. Contingent rents are included in the current profit and loss when
actually incurred.

{4) Record financiz] leasing business as lessar

On the beginning date of the lease term, the sum of the minitum lease receipts and initial direct
expenses on the beginning date of the lease shall be taken as the entry value of the financing lease
teceivables, while the unguaranteed residual value shall be recorded; The difference belween the
sum of the minimum lease receipts, initial direct costs, and unguaranteed residual value and thair
present value is recognized as unrealized financing income. The batance of financing lease
receivables after deducting unrealized financing income is listed as long-term debt and long-term

debt due within one year,

54



Suzhou Wuzhong Cultural Tourism Development Group Co., Lid.
Mates o the Financial Staements

For the yearended 31 December 2021

Unrealized financing income is calculated and recognized using the effective interest rate
method during the lease term as the current financing income, Contingent rents are included in the
corrent profit and loss when actvally incurred.

34. Other significant accounting policies, accounting estimates
(1) Discontinue business

Termination of operation refers 10 a component that has been disposed of o classified as held
fot sale by the company that meets one of the following conditions and ¢an be distinguishad
separately when operating and preparing financial statements: (1) This COMPORENt represents an
independent main Business or a imain business area; @The component is a part of the plan te
dispose of an independent main business or a main business area; S The component (s a subsidiary
acquired only for resale.

35.8ignificant accounting estimates and judgments

Estimates as well as underlying assumptions involved are reviewed on an ongoing basis, based
on historical experience and other factors, including reasonableness of estirnation about future events,
In the process of applying accounting policies, due to internal uncertainties of operating aclivities,
the campany needs lo make judgmenis, estimates and assumptions on the book value of repon items
that cannot be accurately measured. These judgments, estimates and assumplions are made based on
past experience of the company executives, and considering other relevant factors. These Judgments,
estimates and assumptions affect the reporting amount of incomes. expenses, assels and liabililies, ag
well as disclosure of contingent liabilities on the balance sheet date. Weveriheless, the aclual results
caused by uncertaintics of these estimates may be diffarent from current estimates of the company
executeves, and further cause significant adjusiment on the book value of affected assets or liabililies
in the future.

The followings are significanl accounting estimations and key assurnptions that have a
significant risk of causing & material adjustment to the carrying amount of assets and liabilities
within the next financial year,

On the batance sheet date, important areas for the company's judgrnents, estimates and
assumptions on financial slalement itein amount are as follows:

(¥ lassification of lease

The company categories lease as operating lease and financing lease as stipulated in the
Accounting Standards for Business Enterprises No.21 - Lease; when categorizing, the management
level needs to make analysis and judgment regarding whether a1l risks and rewards associated with

rent asset ownership has been substantively Iransferred to the lessee, or whether the company has
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substantively borne all risks and rewards associsted with leased assel awnership,

{DAccrued provision for bad debis

The company uses the allowance method for bad deb accounting, according to sccounting
pelicy of account receivable. The impairment of account receivable is based on assessing the
recoverability of account receivable. To idemify impairment of account receivable réquires
Judgments and estimates of executives. The difference between actual result and original estimate
will affect the book value of account receivable, as well as the reversal and accrued provision for bad
debis of account receivable during the period of estimates changed.

(Mnventory falling price reserves

The company measures as per the lower of cost and nel realizable vale, and makes provision
for inventory devaluation to the obsolete and unsalable inventory of which the cost exceeds the net
realizable value, according o inventory accounting policy. The inventory devaluation to nel
realizable value is based on assessing the saleability of inventory and its ne1 realizable value, To
identify inventory devaluation requires judgments and estimates of executives based on obtaining
conclusive evidence, and considering the purpose of holding inventory, influence of events after
balance sheet date and other factors. The difference between actual result and original estimate will
affect the book value of invenlory, as well as the reversal or acerued provision for inventory
devaluation duriitg the period of estimates changed.

{(4) Impairment of available-for-sale financial assets

The company’s determination of whether available-for-sale financial assets is impaired depends
to a large extent on the judgment and assumptions of the management to determine whether it is
necessary 1o recognize the impairment loss in the income staiement. In the process of making
judgments and making assomptions, the company needs to assess the extent and duralion of the
invesiment’s fair value lower than the cost, as well as the financial staus and short-term business
prospects of the investee, including indusiry conditions, technological changes, and credit ratings
Default raie and coonlerparty risk.

{3) Provision for impaicment of long-lerm assets

On the balance sheet date, the company judges whether there are signs of possible impairment
for non-current assets olher than financial assets. For intangible assets with uncertain service life, in
addition to the annual impairment test, when there are signs of impairment, an impairment lest is
also performed. For other non-current assets olher than financial assets, when there are signs that
their book amounts are nol recoverable, they are tested for impairment.

When the book value of an asset or asset group is higher than the recoverable amount, that is,
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the higher of the net value of the fair value minus the disposal expenses and the present value of the
expected future cash flow, it indicates that an impairment has occurred.

The net amount of Fair value minus disposal expenses is determined with referance to the sule
agreement price of similar assels im a Ffair wansaction or the observable markel price, minus the
incremental cost direcily atributable to the disposal of the asset.

When predicling the prezent value of future cash flows, it is necessary (0 make significant
jodgments on the output, selling price, relaled operating costs of the asset for asset group), and the
discoont rale used in caleulating the present value. The comparry will use all available relevant
infonmation when estimating the recoverable amount, including forecasis on output, selling price and
related operating costs based on reasonable and supportable assumptions.

The company tests whether goodwill is impaired at least annually. This requires an estimation
of the present valoe of the future cash flow of 1he asset group or combination of assel groups (o
which goodwill has been allocaled, When estimating the present value of future cash flows, the
company needs to estimate the cash flow generated by the future asset group or combination of asset
groups, and at the same time select an appropriate discount rate o determing the present value of
iuture cash flows,

{6) Depreciation and amortization

After considering the residual value of investmem real estatg, fixed assets and inlangible assets,
the company uses the straight-line method to withdraw depreciation and amortization during their
useful lives. The company regularly reviews the service life to determine the amount of depreciation
and amortization expenses thal will be included in each reporting period. The service life is
determined by the company based on the past experience of similar assets and combined with the
expected rechnological updates. [f the previous estimate changes significantly, the depreciation and
amottizalion expenses will be adjusted in the future period.

(71 Deferred income ax assers

To the extent thal there is likely 1o be sufficiant taxable profits to offset losses, the company
recognizes deferred income 1ax assets for all unused tax losses. This requires the management of the
company 10 use a lol of judgment to estimate the time and amount of future laxable profits,
combined with tax planning strategies, to determine the amount of deferred income 1ax assels that
should be recogrized.

{Z} Income tax

[n the company’s normal business aclivilies, there are certain uncenainties in the final 1ax

ireatment and calculation of some wransactions. Whether some ilems can be paid before tax czquires
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the approval of the taxation autherity. If the final determination result of these 1ax matters is different
from the initial estimated amount, the difference will have an impact on the current income 1ax and
deferred income 15x during the final determination period.

J36.Changes in signilicant accounting policies, accounling estimmates and correction of

errors in prior perieds

{ 1) Changss in significant aceounting policies

On March 31, 2017, 1he Ministry of Finance issued Accoutiing Standards for Businass
Enmerprises No, 22 - Recognition and Measurement of Financial Insteornents (2017 Bevision) (Cai
Kua [2017) No, 73, Accounting Standerds for Business Enterprises No. 23 - Transfer of Financial
Acssets (2017 Revision) (Cai Kuai [2017] No. 8), and Accounting Standards for Business Enterprises
Mo, 24 - Hedge Accounting (2047 Revision} (Cai Kom [2017] No. 9 respectively, On May 2, 2017,
the "Accounting Standards for Business Enterprises No, 37 - Presentation of Financial Insiruments
(Revised in 2017)" (Cai Kuoai [2017] No. 14} (hereinafter collectively referred to as the "Mew
Financial Instrurmen Standands”™) was issued, and the company implemented the new financial
instrument standards from January 1, 2021,

Under the new financial instrument standards, all recogmzed financial assets are subsequently
measured al amortized cost of fair value. Ca the implementation date of the new financial instrument
standards, the business model for managing financial assels is evalualed based on the exasting facts
and gircumstances of the company on that date, and 1he cotractual cash Row characleristics on the
financial assets are evaluated based on the facts and circumstances at the time of initial recognition
of the financial assets. Financial assets are classified inte three calegories: measured at amorlized
cost Measured at fair value with changes includad in other comprehensive income and measured at
fair value with changes included in current profits and losses. For eQuity instrumenl investmenls
measured at fair value with changes incloded in other comprehensive income, when the financial
asset is derecognized, the accumulated gains or losses previously included in other comprehensive
income will be transterred from other comprehensive income to retained eamings, not included in
current profits and losses.

Under the new financial instrument standards, the Company accrues depreciation reserves and
tecognizes credit impairment losses for financial assets measured at amontized cost, debt instroment
investments measured at fair value through other comprehensive income, lease receivables, contract
assets, and financial guarantee contracts based on expected credit losses

The Company retroactively applies the new financial instrument standards, but for classification

and measurement {including impairment) invelving prior period cormparative financial statement
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data that are inconsistent with the new financial instrument standards, the Company chooses not o
testare them,

In 2017, the Ministry of Finance revised and issued the Accounting Standards for Business
Enterprises No. 14 - Revenue (CK [2017] No. 22) (hereinafter referred 1o as the "New Revenue
Standards"), which established a new revenye recognition model 1o regulate the revenue generated
by contracts with customers. In order to mmplement the new revenue standards, the company
reassessed the recognition, measurement, accounting, and presentation of main coniract revenue.
According 1o the provisions of the new revenuce standard, the cumulative impact of contracts that
have not yet been completed on January 1, 2021 is only adjusted. The cumulative impact amount of
the: first execution is adjusted to the amount of telained earnings and other related items in the
financial stalements at the beginhing of the first execution period {i.e., January 1, 20213, and no
adjusimen! is made to comparabile period information,

On December 7, 2018, the Ministey of Finance issued the Accounting Standards for Business
Enterprises No. 21 - Leasing (Revised in 2018) (Cai Kvai [2018] No. 35) thereinafter referred to as
the "New Leasing Standards™), and the company implemented the pew leasing standards from
January 1, 2021,

The new leasing standards have improved the definition of leasing. Under the new leasing
slandards, the company evaluates whether the contract is a lease or includes a lease based on the
definition of Jeasing. For contracts that already exist before the fixst execulion date, the company
chooses not 10 re evaluate whether they are leases or include leases on the first execution date.

The company chooses 10 adjust the beginning retained eamings and other related items in the
financial stalements based on the cumulalive impact of the inilial implementation of the new lease
standard, without adjusting comparable period information,

Por operating leases prior to the first execution date, the campany measures the lease liability al
the present value of the remaining lease payments discounted at the group incremenial bBorrowing
rate on the first execution date, and makes necessary adjustments to the measurement of the right to
use assets based on the prepaid rent ar an amaount equil 1o the lease liability,

The main changes and impacts of implementing the above new financial instrement standards,
new income standards, and new leasing standards are as following:

A. Impact on the financial statements as of January 1, 2021

| Asat31/12/2020 (before change) As at 1/172021 (afier change)

S e e _
Ttem | Consclidaied | Financia| | Consolidated | Financial

statement ' stalement | statememt | statement
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[tem
Available-for-sale
financial assets

“Onher equicy

instrument investmenis

————— S

Other non-current
firancial assers

Y T S
CUStOMErS

“Contract liability

“Other cutrent liabilities :

4741107000 94,081,07000 !

As at 31/124220 (before change)

As at 1172021 (after change)

26411,07000 1 73,081,070.00

21,000,000.00 21,000,000.00

| PR 4,.564‘954 r.2.4 .E..____....__..______ ————————
e II3I6194§:6-3; E e m———aa

(2) Changes in signmficant accounting estimares

The company has not experienced any significant changes in accounting estimates duging the

reporting period.

¥. Taxation

|.Main types of taxes and comresponding tax rales

Categories of taxes

VAT

CoOnstrction tax

Corporale income lax

Educational surtax

VAT at the rate of 3%.

i Caleulated and paid &1 25% of taxable income,

: Specific lax rate situation

The output 1ax shall be calculated on taxable income at 3% of
other tax rales, and VAT shall be calculated and paid on the
differance after deducting the allowable deduction of inpait 1ax
for the current pericd; VAT shall be levied on construction

prajects started before the replacement of business tax wilh

Calculated and paid al 7%,5% of the actually paid wrnover tay.

' ICalculated and paid 1 5% of (he turnover tay actually paid.

2.Tax preference
Non

3.Other

Mon

¥LNotes to the consolidated financial statements
If the following explanatory items {including the main items of the company’s financial

statements} involve changes tn accounting policies, the data for the previous period will be
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presented in the amount of 1/1/2021, the data for the current peried will be presented in the

arount of 31/12/2021. Tiems without accounting pelicy changes, the data for the previous

peniod will be presented in the amount of 31/12/2020, he data for the current period will be

presented in the amount of 31/12/2021. Unless otherwise specified, the monetary unit is RMB.

1. Cash at bank and in hand

Item
Cash m hand
Depeelts wlth banks

Glher meneterj.r fu nds

Telal

Asatduizzon i | Asatdviaeon
27067136 | 422 3ee ee

4:1_4 661491 e? _m A7, 335 6

208 99:-:. 300 ee _ 100,000, me .00
653928463 53  §70,001.642.56

Note; At the end of year 2021, no restricted monetary funds in the company's monetary

capital,

2. Accounts receivable
{1} Disclosure by apeing

&geing
Wuhm_]_ﬁef_m" . .
T mzﬁm e e
2103 years
MGI‘E Ihﬂl'l 3 }'EHTS S
e BT

Less: ]:;mwsmn for haci and dﬂubtful debts

Total

! As at 31/12/2021

40.734,064.04
91742557
82193224
155,043.50

| 42,678,465.65
s
4244231253

{2) Accounts receivable by calegory

Asat 3171272021

Book balance ‘Provision forbadand
Category e, . doubiful debys
i ; | Carrying amount
| Proportion Percentage of
Arnount 1 (%) Amount provision(%)
A it e SO SN Rl
bad and doubtful debts are
Individually provisioned - LG S-S
Provision for bad and doubiful : 5 |
dobis by group, | oomanes| 10000 BeIsay 08y e
Ineludlng Agemg group 12 ZEII 3?3 33 2880 236, ISZ‘- 12 l 92 12,055, 22[} 26
T S, LSRR I v
1 845 738 43 4.32 1.845,738.4
o | S o SRR S B aiatstant
nher group 28 54] 353 34 66.83; 28,541,353.84
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As at HAI27200

Provision for bad and g

Calegory _ Bmk halance - . doubifu) debis
i . l'.',‘an-_-.rmg amount
Pmpumon Percentage crf
‘ Atziount (%} A mount , pmwsmn(%} Jl
Total r 42,5?3,465.65[ 11‘.][]' l)ﬂ 236,153.12 D.SSI; 42,442.312,53
{Continued)
Fus at 3171272020
T e i and T
Baok balance
Category et e A _doubtful debts Cartying
. Proportion Percentage i amount
Amount F;} Amount | of
S B T provisionen)
Accounts receivable for which ;
bad and doubtful debts are ! |
Individually provisioned 1 S N |
Somasion for bad and doubeul | 1418939014 10000 127994 cr;| 011 11406139605
Jebts by group R R | e
Inc!udmg Agmng grc:uup 13 26?,5‘?4 I5| 11.152_, I2'ar 994! GQ {} 96 13 139 SSﬂ Dﬁ
Govermement unit 40,101.43: 0.04 I L 40,10143
—.Bep ] — - JI ;
Other group lﬂ'ﬂ 381 714 56 33 34 : mﬂ EEI '?14 56
Total o 14 139 390, I4 l{][} {][} [2?,994.0‘9! | I4 061 39-6 IJS

(DAccovms receivable which are collectively assessed for impairment using the ageing analysis

method ar the end of the year:

Jebis

Asat M/12/2021
ﬁgeing — ——— e PR e ———
! Bmk ba]am:e a];:;o;f::}':rﬁr d';?:s ' Pmpurtiun {%J
Wlthln l' year I'D ?94 |?9 4EI
110 2 years 6] 4J05.5? 31} ?35 29| 5.00
210 3years 786,087.9) 157 27 53 20.00
More than 3 j.-*ears 96 400,50 ¢3 200, 25| 30,00
Tutal IZ 29] 373.38) 236 153. I’Z
(3) Amount of bad and doubtful debis increase/decrease changes in the current period
! : Current change amount |
Asal : et o] As at
[tern X I Withdrawali | :
3171202020 Pravision OffsetWrite off | 3L7/12/2021
: Revemal . ‘
B a1 e __ U I
127,994.09 | 108,159.03 ; 236,153.12
: I
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As at
Iem
I 21420
Taotal 127,904,090

i Current change amoumn
.o . ——— Asat
: _ | Withdrawal/
Provision i OffsecWrite off | 31/12/202)
:  Reversal i
[08,159.03 : 236,153.12

(4)As at 31 December 2021, the five largest accounts receivable aggregated by debrors were

analysed as follows:

: i The proportion of | Provision for bad
Debtor As at 311212021 | the total accounts and douhiful
| receivable (%) debts
Suzhou Wuzhong City Construction e
Investment Development Co., Lid, 26,793,620.91 6213
o S G B ST e e e S
City 1,765,059.00 4,14
 Hili (Shanghai} Cultural Communication | B ) P B
Co., Lid. : 1,300,000.00 305 ;
Suzhou Rural Revilalization Schml__i 1 036 [}52 33 : T 2? i o
Tianjin Hailin Tengfei Culure and At |~ T o
Deve!upmem Co., Lid. 300,000.00 0.70 13.600.00
I CLosawmist 7m0l 15.00000
3. Prepayments
(1)The ageing analysis of prepayments is as follows:
As at 31!1 22021 A.s at 31.-" IZHJI}EI]
Ageing . Amount Pl‘u:];;;ﬂ{m ._ Amﬂunt L Fm:::;;tmn
W aedwss a0l nsies | s
i 102 years 6363 190, 37 14 ?6 I 45944?3 ﬁE 7.61
2t3years | TISAT3S 931 80, 13asBItas: 234
More than 3 years s, 752 95361 | 66 64 YA 29 699, 653. 15;;-1-__ 49 n
B Total T I43 146,084.82 [ III}DD ﬁﬂ?rﬁ-dl 375,29 | IUDDG

(2F Asan 31 December 2021, the five largest prepayments agpregated by dehmm were analysed

as follows:
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The proportion
i

of the lotal
Debtor As at 31/12/2021 ; Ageing

accounis

receivable (%)

Suzhou Wuzhong District Linhu Tewn Finance

: More than 3 years
Office 13,682,310.50 ¥ 3L

"1 ‘Within | year,. More than 1 |
State Gird Suzhou Power Supply Company 12.041,315.61 ! ¥7.0]
' ; to 3 years

Within 1 year. | to 2 years
Engineering Ce., Lid, 8.634,412.35 |
T B
Co, Lid 3.334,733.26 More than 3 years 177
0., LK1, T - l

 Suzhou Suneng Group Co., Ltd. Xinwucheng

| to 2 years
Engineering Branch 1.023,965.43 ¥ 238

1
B T L Tr P

Total 388 TITNT B%.74

4.  Other receivables
Hem As at 3171272021 As at 31/14/2020
OHher receivables 1,720.313,264 86 1,570,962 893 78

Interest receivahle 13, 712,933,246

Dividends receivable

Tolal 1,720,313,364.86 ;
(1) Other receivables

1,584,675,827.04

(I} Disclosure by ageing

Ageing : As at 3171272021
Tio 7 years i ST 7y 7~ TT
T 391,958,949.06
..... e e o e i o
e idEsds 0

2t03 years
id?re_tﬂaﬂyears e e
e e

Less: provision for bad and doubtful debts
L

(@) Classification by namre of other receivables
Mature of other receivables I As at 311122021 As at 3171272020
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Nalure of other receivables '

" Deposit
By i

“Current payment

Advance payment
T

doubitful debts
R Foii ™

g
"Less: provision for bad and |

As a€ 31/12/2021 .
e
R
L0L800,291.127

1321752972

1,146,543 06

AS at 31/12/2020
B TR
195877 50
T 1567,003736.17
B T B
182577097

944,869,773

1,570.962,893.78

{@Derails about the provision for bad and doubiful debis

Provision for bad and
doubtiul debis

LTI _, e

Book valueof other |

receivables in the

clrtent period:

- — shiftto third stage |

First stage

Expected credit !
] ¢ entire duration
losses in the

next 12 months

12643053 1

T i bk second T

slage

eSO
stage

vaj's'iaﬁ' _"_ﬁi-“: B

cusrent period

period

Reversal in U}ecuri‘é;ﬁ'l'“:“ R

201,673,33 |

“Offsetin the currsme |

Second slage |

| Expected credit | Expected credit |

loss over the

{no credit
impairment

occuned) :

; -
i
i
|
|
— e =

loss over the

enilire duration
impairment has

81543920 |

Third stage

Total

{credit

accurred)

 944,869.73

]
e e

]

4

— —
|
20161333
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Provision for bad and | Expected credit

doubaful debis losses in the

f pext 12 months

e
“Other changes
_'ﬁ'a't"i*-"ik'i'""""'"i"_'*i" .

First stage

Qooumed?

Second slage

‘Expected credit.

loss over the
entire durarion
{no credit

impairment

Third stage
Expected credit
Inss over the
entire duration Total
{cradin
impairment has

occurred)

81543920 1,146,543.06

@amount of bad and doubtful debis increase/decrease changes in the current period

: Current change amount
As al VP P S As at
ltem ; i i Withdrawal/ | .

i IV1202020 Provision ¢ Offset™Wrive off TR behir o d ]

: i Reversal |
_ﬁﬁﬁ_ﬁﬁﬂ"au_uﬁfﬁl_"mm"m""_“"_ "__f" S I i S

044,869.73 ©  201,673.33 1, 146,543.06

dehis |
e e omem e n e e e

" 9aagee. 73

| 20167333 7

T 1.146,54306

(&/Details of other receivables in the third stage at the end of the year

Contents of other .
) Book balange
receivables .

Suzhouw Fuhui Hoel

: Provision for

bad and

I doubiful debis

81543920 81543920

Percentage of ‘ Rationale of

provision % provigion
The Business License

!
|m_0£1'0f customer hag besn

Fevuk&d

®As at 31 December 2021, the five largast other receivables aggregated by debtors were

analysed as follows:
 The s
: Nature | p“;,w;:;ﬁm L for hﬂ:n
Debtors | er | Asat3lI22021)  Ageing of other and
| content : total doubiful
i ; receivables debs
S S O R ] (%) ot
Surben Taihia Dongig Bt A it S
Gucun Tourism | Coment L aggona,3i3.07 | T IYEn T gl
' ment i :
Drevelopment Co., Lid. ' paymen | o 3 years
Suzhou Wuzhong City | Current 2 3 years. ; i
Construction Investment payment 498,488,109.20 ! 28.96 :

. More than 3 years r |
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i The ,
i Provision
Nature | B ::.'::;;2:“ for bad
Debtors | or As at M/1272021 Ageing total and
| content receivables | deubtiul
R U ST § I SR ¢S S ol
Development Co, Lad. |
“Suzhou Wy Zhong |C - - )
: Urrent : :
- : 2z 3 i z
GuoYu Assets ' paymeny | 33286220142 210 3 years 19.34 °
Management Co., Ltd, | ’ More than 3 years
Wazhons Biswrier Stae. T~ _ S | i,
ol A P Current : :
[ ; :
DWR S8E[5 E p{i}fmﬁlﬂ 25,0&]100&.{]‘] : 2 o3 Years .45 :
Management Bureau i ; i
“Sunhon Kismgiian : Rt SO
: Cument -
Culcure Development payment P 1500000000 | More thap 3 years 087
Co., Ltd. | |
Total — | 1,652,270,624.59 — 95.98
{20 Interest receivable
(DClassification of interest receivable
liem ' As at 311122021 Asat 31:12:2010
i B ‘ e S e
v, o e —_ - BT TS
5. Inventories
(1) Inventories by category
| Asat 31/12/2021
S SR b i ooduicaios S
i Provision for
Category ? ;
©  Bookbalance | impairment of Carrying amount
e i | _wemories ~
Raw matenals l 26& 046 3? _______ 266 0445 3?
Flmstit.:ij_gmds L l 565 55?_ 29 | | 565,557.29
_Contract perfurr_r_mnce -:{:sl o ﬁ 7 1_2 45| 964.05 1 N 6 72, 451,964.05
Total | 671428356771 6,714,283,567.71
{Continue)
Catepory As at /122000
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Faw materials

_i:m;hédémds R
_mgm_t‘osts .

De\'elﬂpmeﬂt ]:'I‘Ddum_g' I

Total

Book balance

_ 325 31}3 93
] 537 69[ ?2

_ 5 544 126 43983 ;

Provision for

impairmen! of

mventunes

6I949[ 163Sﬂ

6 165 4?5 134.28 |

Carrying amount

32580893

1,537, 6'31 ?2

' 5 544.120.439.83

619 49] 163 20

6 165.475,104.25

6.  Otiher current assets

Deductlhle input "'MT

Prepayment of mher taxcs and charges i

Tutal

ltem

hs al 31!12!2021 As at 31/ 121"1020
B 59,356 39[} 6] | __&D o IS 38'-} ?6
o | 3.061 ,5?4 49 - 9?9 65? 45
ﬁa?_g_ﬁ_ﬂ_ia_ ﬁ] 593 04‘? 2]
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7.

Other equity instrument invesiments

{1) Details about other equity imstrument invesiments

Item

 Suzhou Wuzhong Industrial Optimization

Fund Development Co., Lid.

_Su_zlﬁi_‘ﬁuzhung Jmkﬂng ey

Factonng Co., Lid.
T RS

As & 317127202 | As ot 172020
5,000,000.00 | 5,000,000.00
21,411,070.00 | 21.411,070.00
I ""Eﬁ','iiﬁ]iﬁiﬁﬁﬁi'E'"'__ 264107000

Note: Cnher equity instrument investments of the company are investments that the

company plans to hold for a long time rather than for trading purposes, Thetefore, the company

designates them as financial assets measured at fair value with changes incloded in other

cotmprehensive income.

{2) Details about non-rading equ

ity insttuments

Crividend
income
tem recognized Accumulated
inthe | Bains
currént
period
B e I
Wuzhong
Indusirial
Optimization :
Fund :
Develapment ;
Co., L. |
= |
Wuzhong |
Hikong
Commercial :
Factoring |
Co., Lid. ‘ |

' Reason for
Amcunt designation as
iransferred , measured at
from other fair value with
Accumulated oo
comprehensive * chaages
losses ] :
incorme Lo included in
retained | other
|
eamings | comprehensive
incoms
Strategic
. investment
........... .E —_—————— ._.i_ e
S
| P Srategic

‘ . investment

Reasons for
transferring

other

! comprehensive

iRCome {o
retained

earnings
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8. Other non-current assets

- ltem ll

" Financial assets classifi ed as measured a1

Asar 31122021 |

Asat IIIIE{}ZI

21,000,00000

fair value through profit or loss
]nchﬂﬁg “Deblinstrument investment | o
T Equity instrument investment ; 30 l:m 000.00
o Hybrid instrument investment B

St —
 Financial assets designated as measured al | T
fair value throogh prefit or loss
“Including: Delt insirument ivesiment -
e lnsuﬁﬁgﬁm@t_ﬁgﬁi e

R — — -

e - "3{},{]0_0,{]_[!}[!0

21,000,000.00

{1) Details about other non-cument assels

liem

Jiangsu Grand Canal Cultwral Tovrism |

As a3l 3TN 2021 5

As at 17142021

Develepment Fund (limited partnership) : +0,000.000.00 21,000,000.00
9. Investment properlies
(1) Fair value model for investment properties
[tem I Buildings ; Tetal

Asal3ifzzoe """""" 1,027, 783.638. 7 1,027,783,638.73
Eurrenlchsﬂ'uge_ S SR R
Add; outsourcing o B
"~ Inventories \ ‘uimangnble assels y Congtruction R S

in progress transferred in :

Additions due to business combination S
Eé'é;s'i'&i's_ﬁééé”'m”” RPN S S e
T e - | S
Changes in fair value 31961790800 T T T21,961,790.80
TR TS S A S T AT 5

(2} Amount and reason of investment properties without prﬂpﬁ]‘l}' right certificate

[tem

Holiday Plaza

Book value

Reasuns for without propcrty ngh certlf' cate

455,423,429, 53

Prm:essmg .
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Suzhow Wozheng Cullural Towrism Development Group Co,, Lid.
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Note: The fair value of investment properiies has been evaluated by an asset evaluation
institution with relevant business qualifications, and an asset evaluation report of ZRFBZ [2022)
(00098 has been issued. Please refer to Note VI, 44 for details of the company's ending balance

of external mortgape and guaraniee invesiment properies.

10. Fixed assets

Trem As at 31/12/2021 As at J1/12020
Fixedassets C 60705292900, 28568338422
T e
e

{1) Fixed assets

A. Details about fixed assets

¥l
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Suzhou Wuzhong Culwral Tourism Development Group Co., L,

Motes to the Financial Stalements

For the year ended 31 Decamber 2021

12, Imtangible assets

(L} Details about intangible assels

Item
LCost

1. Balance as at
31202020

2. Additions during the

year

423,675,961.75 |

{1) Purchase

{2) lnternal

3. Decrease during the :

year

(1) Disposal

(2) Transfer for

investment property

development

423.675.967.75

4. Balance as at

Soflware

2,308,511.20

Total

425.984,478.95

IL Accumulative

amortisaticn

62,868.220.22

1. Balance as al
322020

11,509,804.00

2. Additions during the

year

11,50%,504.00

(1} Provision

3. Decrease during the

year

(1} Disposal

{2} Transfer for
investmen| property

423,675,961.75

184,462,102

572.374.77

572.374.77

]

425.984,478.95

64,052 682,24

!
e [ T T T T

12,082,178.77

12,082,178.77

2,308,511.20

(i

425,984,478.95



Suzhou Wuzheng Culiural Tourism Development Group Co., Lud.

Motes to the Financial Statemenls

For the year ended 31 December 2021

Item

4, Balance as at
3 III 2420521

I11.Erovision for

impairment

k. Balance as st
3]![2!20‘2{]

2. Additions dunng the

year

{1 Prcwlsmn

3. Decrease during the

year
(1) Dlspﬂsal

4. Balanee a3 al
31![2!'2'[1‘2]

IY. Cnnj,rmg amounl

1. Balance as at
3021

Land use right

74,378,024.22

149,297 943.53 |

1. Balance as a1
3122020

360,807,747.53

1,756,836.79 :

551,674.41

1,124,049.128

Suﬂware

Tolal

79,134,861.01

349,849.617.94

361,931,796.71

Note: Please refer to Note V1, 44 for details of the company’s ending balance of external

mortgage and guarantee intangible asset.

13.Long-term deferred expenses

As al Additions  © Amoutisation Qthers

flem 311272020 d“r;'fjr'"“  forthe year | decreases | Asa31/121200)

Rew | 4 83,)33.03 zm n:mn m 233, 332 99
“Renovation cosls 6 413 399 IJE 197, 231 55 | 6 3145 667 43
T Total 433333.03 | 6433809, u.a T307.231.69 6,610,000.42

14. Deferred tax assels and deferred eax liabililies
(1) Details of deferred rax assets nol offset
Ttem | As at 31/12/2021 As at 31/12/2020

78



Suzhou Wuzliong Cultural Tourisr Development Group Co., Lud.

MNotes oo the Financial Statements

For the year ended 31 December 2021

Deduoctible

Deductible

| H
I
| temporary mf:;:g tax temporary Daij:sr;‘:fs 1ax
i meee | differences i differences . TTT
Provisions for i o
impsitment of assets 138269618 345.67405 o M7aBe3 e 26821596
Tolal ; 1,382,696.18 | 345 6’?4.05 1,072,863.52 268,215.96
(2 Details of deferred tax liabilities m:nt affset
As at 31!12!'2[!21 As at 31/E212020
- St . o g s —
Jtem t;‘ﬁ.xz:e 5 Df:fermd tax t;:ler:ale | Deferred tax
cmporary | liabilities Fmporary ; Ilal:-llues
i b Oifferences | i Sifferences -
Changes in fair value of : :
_investment properties “.""332,53].985.84 53, 132 99546 bi - 310,570,194, 96 17 642,543 Tﬁ
Total 332.531,955.84 83 132 996 46 3 ICI STD 194 96 f ?T 642,543 ?6

15. Short-term loans

{1)Shori-term loans by category

Categnry

Gunmmeed Ioans

Credit Ioans

“Tnterest payable on short-term

Total

| As a1 3111212021 As at 31/12/2020
T 1,121,000,000.00 _______________E; 000, ﬂﬂb a0
l i zun-:}mmunﬂ

} 1,129,305.54 | .l

I 322 ]29 3(}5 54

#24,000,000.00

16. Bills payable

Category F Asat3u/122021 Asat 31/12/2020
Leerofcredit | 38000000000 |
FCumr;zzrma] acceptance bﬂls o I 4415 DD{}UDGDD - ) gﬂmomnm
Total I_ 326.0[!-:},{1{}0.00 S gnmﬁnmnn

17. Accounts payable

(DThe ageing analysis of accounts payable is as follows:
e Agelng 1 Asat 311272021 _Asat 3111272020
w"hm | year 4? ?-'.]‘.l' 949 36 45, 5?3304 93
1102 years o 294429322 ) 5? ID&BH 6I
2 to 3 years Ca620506 94?3 642 m
o thanﬁ,;;r;”“ [567;;-52;— - mgm S
o Total | ID‘}ﬁEﬁE?E 39 " 123 24&41&03'

{Z)As at 31 December 2021,

accounts payable with ageing over 1 year :
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Suzhou Wuzhong Cultural Tourisrn Developmeni Group Co., Ltd.
Nates 1o the Financial S1atemems

For the year ended 31 December 2021

i :  Reasens for outstanding or

Other benefits doe within
one year

Total

' 5,248,928.,05 |

76,093,00003 |

Item As at 31/12/2621
M el L. L)oo camy-Over
Komehan Huayi Musicipal Engiecring Co, Lid- | 1008.73565.  Ungeued project
Jiangsu Zhenjiang Installation Grouwp Co., Lud. ' 12,191,666.67 ~Unseuled project
Suzhou Jianxin Construction Group Co., Lid | 2,098,003 74 74 R '""Uﬁé'éiﬁﬁiajﬁ{""'_
Sﬁihuu Summg De:cmatmn Share Cu Ltd, _137.1"473% 500 Unsettled prcgem T
Tolal 31.066,502,63 .
18. Contract liability
(1} Details about contract fiability
Item As al 3171272021
ﬁd'ﬂ'ﬂi’lﬂﬂ Sﬂ]ES Pﬁj"l‘l‘lﬂl’]i -------- o e _m,_ﬁﬂﬂﬁ
Lf:ss mcluded in :}thercurrent Ilahllltres ST ) - 266,3‘5503
. _— B T I — IR0
19. Employee benefits payable
(1} Orverall sitaation
frery As at Accrued duting Decreased Asat
3]!]2!2020 the ;.fv:ar i during the year i 31!12;"2021
Shon-term employee benefits 5 243 226 ?6 69 762, 333 34 70847, BU? 51 4,163, 392, 59
?Eﬁiﬁp]oyment benefits - I o T -
defined contribution plans FOz.19 6,335,116.69 0,334,500.63 : 1.318.25
Termination benefits

77,182,308.14 i 4,164,620.84

(2} Short-term employee benefits

Item

Salaries, bomus, allowances

mStaff WElf::-;..I'E. )

Social msurances

Including: Medical imsurance

Asat | Accrued during Decreased As at
31!] 2#‘202{! T.he  year during the year | 31/1272021
4 86021458 | 61,077 26150 | 6192066448 401681760
3'}3 53& 14!l 7206 69 | 977, 151 33 143,445, 0
344300 330 l-i-l-l ?}4 i 3 391 54344 o ﬁﬁahuu
30924 | 299483006 |  2,.994,607.40 | 532.00
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Suzhou Wuzhong Cultwral Towrism Development Greup Co., Lid.

Motes to the Financial Statements

For the year ended 31 December 2021

: Accrued during |

Decrensed

Tem : Asat . As at
. | JIA1272020 the year during the year | 3JN122021
Wik gy R Hb i Adiati RV
0.0l 98,854 .80 : 98,339.67 15.20
mjur;f insurance : :
Ny I R S
| 3545 208,126,712 298,101.37 60.30
. dnsurange | | | O R S
Huusmg Fund : 400,00 4 36’5‘* 543 ; 4 36?,5 I'? DEI 2 43[ 99
“Labor union fees, staff and ¢ 1 T R
: 8,737.34 | 182,188.42 190,925.76
_Workers” educationfee i L .
Short-term paid absences [
Tﬂ!ﬂ| 3248226076 | 09.762,883.34 T[‘-‘ 347, BU‘? 5] 4.I63,3{}2.59
(3) Defined contribution plans
fem As at Accried Decreased As at
31!]21’202{1 : dunng the year during the year 3If|2!2l)‘2]
Poemplomentbeneis | soe9 | SMZRAO. €111200] 760
Uremploymentimuwance | josty|  2me)| 136 onas
Enterpnse nnnmty pa}.rment '
Total 70219 | 6.335116.6% 1 6,334,500.63 1,318.25
20, Taxes payahle
Item: As at 3].!’12;"2{]21 A.s at 31!11!2021]'
VAT 3 553 9’?3 GQ 2 ?5? 239, 40
Corpﬁmte Income: m l i 228 586 32 T 243 889 22
Urban mmntenance and :
construetion iox. 6%—065.94 | ga,ne-.m
Personal income tax . 10291066 - 4692229
Property tax : 1904954 231 892, m
Sl:amp tax ?lﬁlzlﬂ 69[}0050
Educauonal surtax ﬁz 06593 63,176.01
Land usage tax s?u 1::43 63 | 486 925.44
Other 30,496 33 ' 14, 685.86
Todal |6 S0, 204, 44 ; 11,081 ,9[}6.?5
21. Other payables
Item ﬁi.s at 31:*124"11]21 AS at SHIM
Other payah]es 27,652 341) |2 I 16 035 72714
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Suzhow Wuzhang Cultural Tourism Development Group Co., Lid,
Notes 1o the Financial Statements

For the year ended 31 December 2021

[tem As at 31/12/2021 . Asat3u122020
Interest payable - 1375287888
Dw,dmdspayah]; TR o i —_—
(1) Other payables
{1} The nature of other payable is as follows:
e Mem L AsaINZL | Ass UM
Deposit 13950314600 5524364, 12

Cument accounts ) ) '.F 2026355, {]4

Wilhholding and p“}“:'-'zm
Other

25800000
5773569, 8

793095055

Tﬂml e e 2;5553_4 ;}1 ; o
(2} Interest payable
[tem As at 3171212021 As at M/1H20H)
nerstpunth nlngiemioan | oomansm
_Inhl;res._t payablc on dabamures | 6 04[ 095 39
_Ir;l;es;p_a}ra_l;le on shnrt bermn loans S 1,084,477, ‘?ﬁm
“Total i ) o  13752,87838
22, Mon-current liabilities due within one year
Item Asat3VI2200 | Asat31/1212020
:;':a“rg"‘*““ loans due within._one 1130343 521 ﬂz STITIS. (m
Long-term payables due within one ' 910, 000 IZH_'II} {IEI
year 1. . O S _
Debentures due wuthln one year l 20,035,750.00
Totl | o IISI}STQ,Z?E{}E_ 1,819,?'35,?13.65-
23. Long-term loans
Item ﬁs at 31!12.’21]11 As al 31.!’12!21]11]
‘a;;;;;:;a toans | 2,545,209 52833 | 331557524133
Loans secured b}f mor‘tgages B 1.106.1 é.i],dm,du - - 735,630,000.00
“Pledged lowns T 98.500,000.00
Interzst payable on lung-lé;;-l.:;;ﬁ.s ...... 543435202 o T
g P “I‘-:'n'ﬁ'g-,-'t.éﬁh B e A
one year 1,130,542,522.02 i 909,735,713.00
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Suzhou Wuzhong Cultural Tourism Development Groop Co., Lid,

Motes o the Financial Stzlements

For 1he year ended 31 December 2021

Item  Asat3lnzoo | Asat31n22020
Total 252626095833 1 1230.060,528.33
14. Debentures payable
{1} Debentures payable
Item A.s ai 31;F 1272021 As at MA22020
20 Taitw Lake Tourism 1 497,375,000. o0l 495,875.000.00
iR sacnnl
21 Taihu Lake Tourism PPN{ - 190, gm l:mm ST B
21 Talhu Lake Tourism PPN2 ...293 950 {]m mh ) o o
I CLiozsmsoonon 495,375,000.00

(2) Increases and decreases of debentures payable (Excluding preferred stocks, perpetual

bonds and other financial instruments classified as financia| liabiltties):

i | Balance as at
Bond name Face value | Issuance dete Term
: : 3272020
T e e e e ; _ e e
. 500,000,000.00 September 18, 2020 3 years 495 875.000.00
Towrism 01
S Ta T i _Mmzm .I..__ S : —_ e, —_
ay 1§, 20rs
Tourism 01 200, 000,000.00 ¥ ¥
ST R J ]5;{];[“ .___..__3_. _
une 15, ears
Tourism PPN 200,000,000.00 Y
TR P R S_be”;ﬂ; _ R I
eptember 17, ears
Tourism PPN2 E-DELDD!],(][II}.{IE}: P ¥
T pa},ral—:.-.l;:'.“:-:;n ........... _ S R
dehentures payahle
. Subtm;ai i Iznm_ﬁ)mum — _ i, ——
Iéss.l]ebentures — I, ] e e -
payable doe within
one year
CToral | (200,000,000.00, o 495,875,000.00
{Continued)
Amortization of :
lssuance doring the . Repaymen! during Balance as al
Bond name premiums gr
year the year A0zl
dlsoounts
PTE ST R S S
Tourism ol -1.50[},{}:}01}:}5 497,375,000.00
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Suzhoo Wuzhong Cullural Tourism Development Group Co., Lid.

Notes 1o the Financial Statemenls

For the year ended 31 December 202 |

. i Amortization of
Issuance during the | . | Repayment during Balance as at
Bond name : I premiums or
year . the year 3122021
digcounts
o Tae T PP U TR —
Toutism 01 198,200,000.00 -350,000:00 198,550,000.00
T e —— e
Tourism PPN 1 : 198,860,000.00; -200,0006.00 199,000, 006,00
TR Y P T S SO O RPRR R S, S
Tourism PPN? 298,300,000.00 - 150,000.04) 298,950,000.00
Tterestpayabla an 7T _ R
debentums pa}rable 20.033,750.00
o Subtotal ﬁ?iﬁﬂﬂ,ﬂmm -liﬂ[‘.‘,ﬂﬂﬂ.ﬂﬂ o | 2 13 g]{} 75{] .m}
PR o e —rmrn
payable due within 20,035,750.00
one ;-'ear
“Total I 1,193,875,000.00
25. Long-term payables
Ttem | As at 31122021 Asat /1212020
‘Long-term payables 930 um mu m}
Less: Lr.mg—lenn Iuans due within one j.rear S —|_ gmmu mg m
Total ' 70,000,000.00
26. Deferred income
t Additions | Reductions
As at f . 5 As al Reasons of
item ; during the | during the |
122020 P MA2Z2021 formation
© o year year i
The toorism buraau
BOVERNIMENt
o 1240,333.75)  313,190.00;  965.338B6| 2,538,134.89| subsidizes electronic
subsidies H .
: Et]IJ]PI'I'IElll
dévémmam grant 3720000000 25 n:’rt’runmm. 17,720,000.00! Financial alln:-cal;lon '
~Towl [ 4596033375 313,190.00( 25,965, 33886 20,308,184, 39 —

Among them, projects involving government subsidies and government grant is as follows:

Hem

Additions |
Agat i

during the
L31112/2020

year . © ded  other income :

Reductions dunng the year
Re:cur ‘Recorded in fosefﬂlhl

As ot
lsnznon

1 'er|
I

84



Suzhou Wuzheng Cultucal Tourism Development Group Co., Lid.

Motes 1o the Financial Staemens

For the year ended 31 December 202]

Electronic

) ent
equipment

EDVE-“;"'I.'I-.:I“-

subsidies

3,240,233.75

Special funds for

erealing national

) ment
A level gcenic

rant
3poIs ¢

Provincial urba_n_ T
{ Govem

infrastructuce

. ment
consiruction

) grant
guidance funds

Total R

Govern :

40,270,000.00

2,450,000.00

313,1%0.00

" 313,190.00{

loss |

in  COSIS
Cngn-
Eopera
! ting

inco

es |

965,338.86: 2,588,184.80

I
125,000,00000;

15,270,000.00

2.450,000.00

20,308,184.89

27. Paid-in capital

Investor

Suzhow Wuzhong City

Constrection [nvestmen

Development Co., Lid.

Suzhou Wu Zhong GuaYu |
Assets Management Ca., Lid.

‘Total

As at 3712/2020

2,335,589,200.00!

525.000.000.00|

!
. Reductions jl

Additions during; i
I during the : Asat 3171272021
the year , i

L yer }_

2,335,585,200.00

‘ 5235 ,000,004.00

© 2,860,589,200.00

28. Capital reserve

Ttem

As at 314122020

Capital premioms
Other capital

Additlions ;
. during the year ’jgr.i.ng..thte year

Redudlons |, sinzmen

e — ) —_——

teseves | PRT078004 1,329.570,789.04
Total

1,329,570,789.04

' 1,329,570,780.04

29.0ther comprehensive income
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Suzhow Wuzhong Culiural Tourism Development Group Co,, Lid.

Moites to the Financial Staterments

For the year ended 31 December 2021

Amowvnt incuryed in the current period

i

! |
: Recorded L Altel
Attri
in other buta
Amount | ! bula
i comprehen ; ble
: incurre ble to
: give income | Less: to
d before | the
Ax at : inthe : incom mino Asat
Ttem | income ‘! pare
N0 previous e fax rity /12200
faxin : Pt
| period and ! expens shar
the | : COmp
i transferred €5 ehol
current | any
ta profit or ders |
period after
© lossinthe | alter
: | tax
: current tax !
| | i ;
; . period
B — _— S — N — e
comprehensive
income thal
cannot be :
reclassified into ;
profit or ioss
Other ) T
comprehensive
|
income to be 175,378,179.14 1 175,378,179.14
reclassified into ;
profit or loss | :
“Nahie S o _ | | _ _
the first :
conversion day :
of construction | 175,378,179.14 | | 175,378,179.14
in progress [o :
investmant I ‘
property |
Total 175,378.179.14 | | f 175,378,179.14
J0.Surplus reserve
Ttem | As at i Additions Reductlons | As at
{__31/1272020 | during the year | during ihe year |  31/12/2021

i)



Svzhou Wuzhang Culwral Tourism Development Group Co., Lad.

Moles to the Financial Statements

Fat the year

ehded 31 December 202

Jtem As at | Additions Reductions ! As at
et SVIHE020 - during the year | during the year | 314122021
Statutory sorplus 1
mee” T | Bssses| aswamm | nosesso
Discretionary surpius : [
weserve T S e
Total 15,545,849.52 f 1,519,202.98 ? 17.065,052.50
31.Retained earnings
Item As at 3];'11.#21}11 As at 31/12/2020
Retained earnings as &t the end of last year | B Ol o aam
Cctoe aoswemy~ | e | ARSI
Total ~ adjustments  for openting  retained !
earings (*+” for increase; “— for decreagey | - .
Retained earnings as at the beginning of the :
_year (after adjustment) '° ﬁﬂ 345 & e 4] 12_3992 {]’?
Add: Net profits for the year auribulable 1o
shareholders of the Compary ___ | senms | _ sl
Less: Appropriation for statutory “surplus 1519, 2‘]2 o8 1.842.476.11
I’E%We - — vnn i o o v 4 b —— ] in e —
Appmpnanon for dlSCl‘ﬁllDl‘lﬂ.l}' surp]us reserve
hppropnatmn fur genr.-.ral reserve fund
Cash dlwdf:nds
Dmdends mnverled o sh:u-f: cap:tal
Retained earnings as at 1he end of the ycar 69 ?46 422 23 i 16,633,345.63
32. Operating income and operafing cost
Year enr.led 3]:‘12.-‘2021 Year ended 31.-’12-“2!]'20
Ttemn "~ Gperaiing SR . e
g -
s . income f ”“*"“"“g o ”””“““g Ineome 9_’??_’3??25 o
Principal
activitjes 306,015,7872.77 | 219,983,522.40 294,354 401,37 217,352 541,19
T ] e, e
operating
activilies
Fotal | 306 Dli ?ET ‘i'?r' : 219,983, 522 40 294,354 401,37 217,882,541.79
(1) Principal activities:
" Year ended 31/12/2021 | Year ended 31/12/2020
Ttem O ine ' '
| ] | iﬁ::;;g .(?pferanng cost | Dperating Incume _Dperatingmﬂ
Tourism © 13777023337 | _ 98,896, 031 92 SI 9?3 215? 9‘? 59,205,867 38
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Year ended 31!12.;"‘2021 Year ended 31!11-“2020
Lem - TR R —r e
) o | Oi':fn'::‘ig ) Operating cost Oferf Emg income : Opemling cust
Service :
_I:Eg_iﬁ___, e _ o N _
business 17,502 514.09 17.665,455.52
S e _ e, -
Income from : .
agency 91,544,600.63 76,287,167.23 | 14804621860 |  123.371,843.83
construction ;
Property sale | 35 914 106,24 25,366,099.00 | 22,150,749.96 ; 17.518,717.80
Comis . IR i . T T T ;
service and 26,280,033.39 19434 22425 | 2447870052 17,786,107 .18
other
Taotal 306,015,787 77 219983 52240 I 294 354,.401.37 217,832,541 .19
33.Taxes and surcharges
_ Hem Year ended 31H 1!‘21]121 Year ended 3]!]2!21]21}
Urban waintenance and construction T T o
139,679,509 120,084.64
lax i
Educational surtax a 109 553 3{} o 120 034 .,55
Property tax | 81337 zs | 1114 ﬁ94ﬂ'?
Stamp tax 630,024.20: 73,246, ﬂﬁ
Land vsage tax 1 sni 02431 1 ?19 763.26
Other 1ax I 226 552 31 Il? 392 86
Total TS 99 3,275.765.54
34.Financial expenses
T
Item Year emled 31;’124"1!]21 ! Year ended 31.-‘12!1(!20
Interes] e.xpensr:s l 538,331 ?5 4 43? 33? 33
Less: Intcrcst m-comc ]9‘ 4156,056 82 2{] 503 320 23
Bank charges and uther 553428, 91 ' 314 767. ??
Total f 17.374246.16 15,701215.13

35. OGtherincome

Item

_?a;h;éfund and ré&ifétion

Subsidy for stale-owned assels of

\ Year cnded 31/12/2021 IF Year ended 31/12/2020

955 53? 94

5000000 :
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Sharan Mountain Party Mass
Fosthouse

Fuei'subsid'i'és

Municipal reward for is éﬁiﬁﬁgﬁf
types of bonds in Suzhnu

Post allnwa m:e

Spemal guiding fund for tougism |
projects

o manw

1,000, G00.00

Lagas | wnasse
3,176,000.00

" 5A Seenic Area Upgrading Project.
The second batch of special funds tor |

25,000,000.,00

38,000,000.00

financial industry development in . 504.177.70
2019 i
Tourism suhs-d.v : 12 252 635 %6 : 2 923,592 23
Other zﬂs 05,631. 70 f 140.287.01
'—ﬁﬁ;:-s_s' WIFI network coveragt """"""""" e h
e:qmpmem for Toun,sm BI.I[‘E:BI] 965,338.86 | 864.089.00
Total 40.590,636.02 | 47,231,802.68
36. I[nvestment income
Ttem ‘Year ended 3]; 124'1021 J Year ended 31!1 1!2[}20
Tnvestment i income from dISpDSHl of 6.1 9318
Iorgg_g_grm equity mvestment L e e _____J_ . e
Dividend income abtained duri ng the |
holding period of other equity instrument 1.324,421}.42i

Inyestments
Total

1,330,613.30;

37. Gains from changes in fair value

Item Year ended 31/12021 | Year ended 31/12/2020

Changf{s in fair valve of investment 21961790, 30 290.574.823.1]
Hopertes _ - - PR y
Toial 2] 9!51 ?9[! 8{} 29,5?4.823.“
38, Asset impairment loss

Ilem Year emled 313‘]24"1[!21 Year mded MA22000
Rﬁcewahies mpmrment ! ; 462 66!) 35

Total | _462,660.35

39, Credit impairment loss
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Motas to the Financial Stalements

For the year ended 31 December 2021

Item ! Vear ended 31/12/2021
RecewahIes |mp3|rrnent . g s
" Total T T A09832 36

40. Non-operating income

Item Year ended 31/12/2021 |
" Government subsidies whceiated to the | T i
: 18,189.04
_daily activities of the enterprige e
Donation received 2(4,359.07

Indemmt ¥ income

Dther

Tm;

| 499&#23 1

Year ended 31/12/2020

" 595, 7?3 12"

Eﬁl 242 59

| 5,480,514.08

1 '| 10452 5u
1.706.230.62

41. Non-operating expenses

Item
“Public welfare dnnatmn expmditure

22 950, 50 2,500, m

Pemaly expenses | T 34|,na?.23 24473355 55
_T;a;la_!e'fees R vy, 126,167.60
Dthér - o 28949763 | - 5u 682%
e S I e

42, Imcome tax expenses
Hem  Year ended 31122021 | Vear ended 31/12/2020

T::'Er;ﬁ: li{c_o}}Le z;xpér; | 4l s116914711 4 953 160.67
Defen‘ed Inmme Tax Expens; [ 5 4]2 uéé éi " ? 278 n:mfu 515_
o Total e 9,52090432 1222620123

43. Supplementary information on cash Mow staterment
(1) Supplement to cash flow statement:

Ttem | Year ended
LReconciliation of net profitioss to cash fiows rom ™ i
_eperating activitles: _ ;

Net pmf"t

ﬂ.dd Pruw,smns fﬂl’ asset |mpa|rment

Lo3zpoz

34,626,125.56

Year ended
SZ2028

59 355 24? ?6
462 660 85

mesmns fur credu nmpamm:nl

Depreciation of fixed assets, depreciation of investment : |
properties, depletion of il and gas  assets, and !
depreciation of productive bivlogical assets (delete if
there is ng such item) !

' 309.832.36 B

22,174,921.40 |

25,191,431.10
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ltem | Year ended | Year ended
______ e e LA sinaes

Amortization of imangihle assets 5 ]2,032,]?8.?9 11,585,232, 13
-Amnrtlzanon of long-term deferred expensas. - 07 23] 69 - 2 I.}.ﬁﬂﬂl}‘ﬂd

" Losses from di dmpnsal of fixed assels, mtanglh]e assets, '_ T T T

_and owber long-term assets (™" for gains) R S i L

Lnss fmm scrappmg of ﬁxﬂd assets {"-" for gams} |

Lossr:s frum changes in falr value{ - fﬂl‘.:géll';;.&}m _Jl__ 21 Elﬁ] ?9{] BJ:} _ -29 5?4 823 ll

Fmancml expensv:s [ - frar mcumc} 533,381 ‘?5 4 43? 83? 33

La:vsses ar;SJ-Jlé from mveslmﬂnt{ - fﬁr ga;;} o |h_ I 33{1 613. 80

Decresse in &;E{ed tax assets (" furmcmase} T 77458, 09 -5 6522
_Increase in det‘erred lax Imt}.ﬂ:t;s”{" " ﬁ:nr de»crease) R 5 49{} 4:1'.-' TIZI - ? 3‘-}3 ‘J'IJS ?3

Der:rease in gmss lnventunes {" " f-:;r mcreaﬁe} _2_;5 U‘?S 534 4] B IT? {l[ﬂ 32‘? 39

Decrease it crperaung ra:::wablcs { - ﬁ:-r mcrease} o ,: a _—6;] 322 929 45 -'- -ID‘.J.‘ 110 ?23 ﬁi
hIncrease in Dperaung payables {" " fur decre19e} 5 - ;151 33?-'“413 05 3.21‘.;4;? 315 91".

(}:[wm ‘ - S .

Net cash flows from a;;e}';;,;g;;;.i;e;_"""'_""”'""__ 19,095,161 65| 52060524520

Z.Inw:stjng and Hnam:lng acilvities not mquiring the |

wseofeash: S e
Comvesion of dobt imocopial I . e

Convertible bonds due wuhm ane year I
l_e“-t;.l.l.sﬂlﬂn of f'xed assels undcr f inance Iease_s __ |__.t_ ) :_ i ____ . _“ o B

3 Change in cash nm:l cash equivalents :

Cash as al 31!]2;'202I R r65;9284635_3 379 -‘a.'?? 756, Uﬁ
.Less c&shasat?rl!lifzﬂzﬂ q, E?D?T??Sﬁ{}ﬁ 8939196368{
.-.&dd cash equivalents as at 3[!12!2{!21 B | B

Leas -;Qs:ﬂ-f_zs;].uwalents asat 3[!1232020 D - -

Net increase/decrease in cash and cash e.qu-r.alents T _225 849 292 5 [ -19, Iué.i-ll,.'é.‘ﬁﬂ.?f- ”

(2) Details of cash and cash equivalents
Item ﬁs al 31!12!’21}21 As at 3]!]2!1{]20
..lCash T o 65924635 | 879,777,756, 06
- Inc[udmg Cash on hand T 2?1],6?1-“86;.5. o 422 306 83
. Bank de;msrts avaliable on demand ”.“444 661_4_5‘_I .ﬁ? T ?‘.‘;9 355 44'3 ]8
dD;r[:;rnj';lnﬂnetary funds availabie on 208.996,300.00 100,000,000.00
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Item

II Cush equwatenls

Tncluding: Bond investments witha 7T
_maturity of 3 months or less

e.n-:l of the year 653 028

Asal 31#114"‘21}11

As at 31/12/2020

4&3 53 3?9 T ?56 ﬂﬁ

Amung them: the restricted use of cash
and cash equivalents by the parent
company or ils subsidiaries

44, Assets with mstﬁcﬁve ovwnership title or right of use

[nvenmoriss

In vesunenl pmpert:es

llem f As a131312f20‘2]
leed asse!s ‘

lnt:in_giifnle assels i

" Total

i l 9] 1 232 3569?

1 04241245293 i

| 594, 322 00000 |
s, 246 Dﬂ?%fu
153 30089610 |

Reason for restriction

Murtgage loan., external guaranme
Mortgage Toan, “external guamme:e
Mortgage loan. extemal guarantee

i Moﬂgage Toan. extemal guaranwe

VII.Change of consolidation scope

L. Changes in the scope of consolidation due to other reasons

In 2G21, the company has recovered its investment in Suzhou Ruiling Xiangyang No.3

Stralegic Emerging Indusiry Investment Management Partnership (Limited partnership} and is no

longer included in the consolidalion Scope.

¥ LInteresi in other entities

L. Interests in subsidiaries
(1) Compoesition of enterprise groups:

Principal : i Shareholding% o
L i Registration e | AQUESITION
Subsidiaries place of Business nature ;
i place Direct | Indirec method
business |
— TR e — . — . S J—
Suzhon Taihw Lake Scenic Wuzhong, ¢ Wozhong, | Business service 100 : " Direct
Spol Management Co., Lid, Suzhou | Suzhou industry [ nvestment
___ _ B b __. ...... -
Suzhou Taihu Lake Cruise | Wuzhong, | Wuzhong, . 100 | Direct
; Cransponatiion . i
Ship Management Co., Ltd. {  Suzhou | Suzhoy ind o investment
: indusiry
“Suzhou Sanhe Industrial | Wuzhong, "’"ﬂ'iﬂé{ﬂg,' - Business service | mu " Direct
Co., Lid. Suzheu ; Sovzhou | industry invesiment
e e, i e BT et IEIRCRREEE EPPpp
Suzhou Taibu Lake Wuthng. I Wuzhong E Bummss service ]El[} : Direct
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Principal L Shareholding% | -
o : Registration i ed Acquisition
Subsidiaries place of - Business nature i ;
) place Direct ; Indirect method
tusiness |
 Fashion Hotel Invesiment | Suzhou | Suzhou [indusay [ T Havesiment
Management Co., Lid.
oo T R R "ﬁeaﬁ-iﬁé"éhﬂm_ [ — .
. Wuzhong, : Wuzhong, . ) .
Yoanbo Industral : i business service | FLL L Allocation
Suzhou Suzhou | '
Development Co., Lid, tindusiry
" Suzhou Xihe Industrial " | Wuzhong, | Wizhong, ‘Manufacturing 00 i Direat
Co., Ltd. Suzhou Suzhon |indusuy !, investment
. e P]'_'.Ea_,é'iﬁg—aiﬁﬁ' ST A _ _
Suzhou Taihu Lake Wuzhong, : Wuzhong, Direct
! business service ! 100 :
Tourism Service Co,, Lid. ! Suzhou Suzhou | investment
: indusiry
Suzhou Heyu Conference | “Wuzhong, . Wuzhong, | Wholesale ~ and 1 m ! Direct
Service Co., Ltd, : Suzhou | Suzhou | rewil industry investment
Suzhou Taihe Lake Travel | Wuzhong, * Wuzhong, | Business service |~ T ];ﬂ__"ij'ii?e&“
Agency Co., Lid, Suzhow sSuzhou | industry investment
R e L e , O I
. Wuzhong, | Wuzhong, ! Business service .
Scenic Area Management : . 106 :  Allocation
Suzhou Suzhou industry
Co., Led.
Suzhou Yuanbo Venture | Wuzhong, | “Wuzhong, * Business service | _
. [00 ¢ Allocation
Capilal Co., Lid, Suzhoo Suzhou | indusiry '
Dejiang Taide Trads ™~ : Wuzhong, | Wuzhong, | Business scrvice T E ,
: i 1490 | Allocation
Service Co., Lid, Suzhou ! Suzhou | indusiry
T et e - —
Impression Tourism i Wuzhong, :: Wuzhaong, : Retail business : 10 Direct
Culre Development Co., I Suzhou Suzhou industry ! investmen|
Lid.
St Tahn s W oo — ____ ___ -
Public Facilities .
Culure Cemter Wuzhong, | Wuzhong, Diirect
management o
Construction Managemen! Suzhou Suzhow invesiment
mdustry
Co., L.,
“Suzhou Shangya Hotel Co., | Wuzhong, | Wuzhong, | Business service | _l_n_ﬂ  Direct
Litd. suzhou @ Suzhou : industry investment
“Suzhou Shangrong Hotel | 'Wuzhong, | Wuzhong, | Business service 0 ‘Direct
Ce., L. Suzhou Suzhou indusiry invesiment
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i Principal o Shareholding% )
e i Registration . - eememege e oo Acquisition
Subsidiaries place of : Business nature ! : :
. place . Direct | Indirect i method
busingess '
Suzhou Taihu Lake { Wozhong, | Wuzhong, | Business service | T 0 " Direct
: 1
Shanghe Hotel Co., Lid. Suzhou Suzhou | industry invesiment
_ SIS RO AU B T
Suzhou Shangjiz Hotel Wuzhong, : Wuzhong, Direct
: and calering IO :
Co., Ltd Suzhou Suzhou | investment
industry :

Suzhou Taiftw Eake "} Wuzhong, | Wizhong, | Business service | 1; " Diteet
Shangyi Hotel Co., Lid. Suzhou i  Suzhou industry investimant
‘Suzhou Changhonggino | Wuzhong, | Wuzhong, | Real cstate | T

: . 180 1 Allocation
Culture and Art Co., Lid. Suzhou | Suzhou | industry
; i processing and | '
Suzhou Xichun [ndustrial Wuzheng, : Wuzhong, | wood, bamboo, (00 Direct
Co., Led. Suzhou Suzhou | rauan, palm, investment
grass producls
industry

“Suzhou Linghuwan Sports | Wuzhong, | Wuzhong, |Leasing 1 " %0 " 'Direct
Management Co,, Ltd. Suzheu ! Suzhou ! indusery investment

 Suzhou Taihe Health Care | Wozhong, | Wuzhong, | Socaiwork T~ 'Iﬂ  Direet
Service Co., Lid. Suzhou Suzhou !industry invastoment

_Xi;r;é;ﬂang T e i N S S

. Public facilities .
{Suzhou} Agricultoral Wuzheng, Wuzhong, Direct
. management =3
Ecotourism Development Suzhou Suzhou nd investment
: Inclpst
Co., Ld. _ : " :

Suzhou Hemu Culiure | Wuizhong, | Wuzhong, | Retsil business | 1 l_m * Direet

Development Co,, Lid. Suzhou Suzhou ndustry investment

(2) Imporiant non-wholly-owned subsidiaries

Non

2.Transactions in which the share of ownership interest in a subsidiary change and the

subsidiary remains in control

Nen

3.Interests in joint venture or associates

Non
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1X.Related parties and retated party transactions

1. Information abeut the controlling shareholders and ultimate contvolling party

. ! Proportion of
Shareholding of

; Registration i o .
Controlling shareholder ' Business nature voling rights in the
| place company (%}
: | company (%)
Suzhou Wuzhong City . ]
) Wuzhong, [Leasing and business
Construetion Investment 81.65 Bl.65

Snzhou |
Development Co., Lid, f
|

services industry

2.
Refer to Note VI 1. Interests in

3

Information aboul the subsidiaries of the Company

subgidiaries

Inierests in joint venture or associates

Refer to Note VIIL3. Tnterests in joint venture or associales

4. Information on other related parties

Mame of other related parties

Suzhou Wuzhong City lavesiment Vanke Real|

Estale Co., Lid,

Relationship with the company

Subsidiaries of controlling shareholders

Suzhou Wu f,hung GuoYu Assets
Management Co., Lid,

Suzhou Wuzhong District Traffic Investment
Constraction Co., Lid.

Suzhou Wuzhong Tourism Development Co..
Led.

Suzhou Taihu Lake Modem Agriculnre ™

Dewvelopment Co., Lid.

Suzhou Qionglong Mountain Scenic Spot  [Subsidiaries of invesiors with significant impact o the

Development Co., Lid.

Investors with significant impact on the company
Subsidiaries of investors with significant impaci on the
company

Subsidtaries of investors with significant impact on the

COMmpany

[nvestors with significant impact on subsidiaries

;:cumpa ny

5. Transactions with related parties
(1) Purchases/sales, Sales of goods/rendering of services

Related parties | Nawre of transaction [Year ended 31/12/2021 Year ended 3171272090
P TT I e T T S e e e e
Suzhon Wuzhong City Construction! I
Infrastructure f 91,544,600.68: 148,046,218.60
Invesiment Development Co., Lid, | |
(2) Guarantee
(DAs the guarantee holder

o5
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Tnception date | : Guarantee
Guarantor | Amount of of guarantee - iMarurity date of] expired
guaranleeg Buaranice {YJ"N}
Simhos War Zhorg Gue¥i hsseis™ 1 m  ede SO B
Management Co., Ltd, | 122996,66933) 20154110 20231201 N
Sishon Wo Fhons Guote i _____i . SR SRS W N
Management Co., Ltd. | 109,342.359.1::0. 2015/12/2f 20231270 N
Suzhou wu'zmng(]unyu A;S-ém r— e _.___.i;... R e
Management Co., Lid. 195,000,00000:  2015/5/18 004517 N
Susban Wi Zhoms Guata oz, R R _
Management Co., L1d. 60000000000 2015/4/28) 202211251 N
Suzhou Wu Zhong GuoYu Assers T - B
Management Co.. Ltd. 90.000,000.00| 2016/1/5 02346021 N
Sahon Wa Fhong Gooe i et B
Management Co.. Lid. | 60.000,000.00: zmwml 202360210 N
Sizhow Wazhons Gy Comaciica™ 71 |r S R
Investment Development Co., Ld. {Suzhou
Wu Zhong GuoYe Assets 300,000,000.00 zmsnzr:m’ 2025/12/29 N
Management Co., Lid. additional guarantee)
Sozhon Wishons Gy Gommacgins ™ O S
Investiment Development Ca., Lig. ! 32,{}01),000.:)[::: 20157911 3 2023905 N
Suzhou Wuzhong City Construction T ]L [
Investment Development Co., Lid. §8,000,000.00 20 Iﬂgm‘[ 20239115 N
Suzhou Wuzhong City Construction T T T
Investment Development Co., Lid ETG,{]G*},GDD.{]{?I: zmwmfzgi 2022110028 N
Suson Widhans Gy Coarersivamems ot o -
Investment Development Co., Lid, ! 1530.060.000.00; 2016/174 202515121 N
"s'.i]éEE'Wﬁz_haﬁé"u:':ﬁ-{:éﬁ"s'{r&iiah"""“"";5" ‘ e
Investment Developiment Co,, Lid, | 106,130, m::rcn:j_ 2016/1/4 20251521 N
Suzhou Wuzhong City Construction I
Investment Development Co., Lid, | 3m,mu,mn.mi- 2015/12721 | 202565121 N
6. Receivables and payables of related parties
{1) Receivables
Hem As at 31/12/202] As at 31/12/2020
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| i Provision | Provision
: for bad : for bad
Book value © and | Book value and
doubtful | doubtful
i debts debis
Fyr— . ____T___ B it
Siakou Wehors T |r I ':.
Construction Investiment 26,793,620.91 | | 75,486, [48,56;

Total 26,793,620.91; 75 486,148 56!
R S B
§ﬁ§ﬁaﬁ'W'ﬂim_gifi'tjf"_" el et e E e, i
Construction Investment 408,488, 109.20: %95,488,109,20
Development Co, Ltd. e
Suzhou Wuzhong Tourism

10,000,000.00; 10,0G0,000.00
Development Ca., Lid,
Suzhon Wu Zhong GuoYu 332,882,201 42 | 132.882,201.42
Assets Management Co., Ltd. ;
i Total 841,370,310.62 1241,370,310.6)
(2) Payables
Item

L Asa3n27020

Other payables:

Suzhou Wuzl‘iaﬁ.g City T
Investment Yanke Real Estate
Ca., L,

Total

_Asae 31122021

-t
|
|

‘ 450,000,00

i - L .45.{]_._‘5“_:{:'1%

7. Related party commitment
As at 31 December 2021, there is no related party commitment to be disclosed.

X.Commitments and contingencics

1. Signlficant commitmenis

As of M December 2021, the company has no significant commitments that need o be

disclosed.

2, Contingencies

(1) As of 31 December 2021, the company does nol need 10 disclose the contingent
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liabilities formed by pending fitigation and arbitration and their financial impac!.

(2) As of 31 December 2021, the company provide guarantee amount for companies
outside the Group is RMB 84,000,000.00.

Guaranfee
Type of
Guarantee amount {ten Guaranteed unit
: ! prarantee
thousand yuan)
Suzhou Taihu Yuanbo [nduosirial | 320000 | Guarantee * Suzhou Linho Hot Spring
Developmem Co., Lid. ! R Water Supply Co., Lid.
Suzhow Taibu Yuanbo Industrial g 4200.00 { Cumrmnicn | Suzhou Linbu Hot Spring
Development Co., Lid. e i Water Supply Co., Lid,

XL.Post batance sheet date evenls

On Janvary 10, 2022, the subsidiary of company: Suzhou Yuanbo Venture Capital Co., Lid, was
cancelled.

As of the approval and issance date of the financial statements, there is no any significant
evants after the balance sheel date (o be disclosed.

XIL.Other significant items

As of 31 December 2021, there is no other significant ierms to be disclosed.

XIILMNotes to the Company’s Minancial statements

1L.Other receivables
N B e T
Other receivables 3.272,039.767.05 2,252,140,654 .39
Jweersatlo T
Dividends receivable ‘ i
T __“'"'5.172'-;655,_131_,6"5"" 225214065439
{1) Other receivables
{DDisclosure by ageing
Ageing As a1 3171122021
F e IR e
T Tye T e
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Ageing ns at 31:123211:1

MorelhaIIByears e e | S T e RS
e Sbtetal T T e 3,2?2,863,492,25

Less pmvlsmn for had and doubtful dehts N 1 T T 823,725.20
s : e g

{@)Classification by the nature of other receivables
Nalure of other recelvahlw As al 3111212021 ! As at 3171272020

T:Er}e.iﬁ;.a?nmm A 3 268,669,70282 0 T2 351 438126 6400~
Ad'{aance pa_‘,frnent T e e T TT1,519527, e:-sou
i e S T

“Subtotsi” s 3 2?2 %3 492 25.. e _Z,ESEEMEISQ_

Less: provision for bad and |
doublful debrs

§23,725.20 | £23,605.20

e T 32?2_{}39’?5?{'5__ PRI TR,

@Details about provision for bad and doubtful debis
First stage : Secondstage !  Third stage

""""""" Expected credit | Expected crodil
loss over the loss over the

|
1
1

Provision for bad and | Expecled credit
doubiful debis {  losses in the

next 12 months :

entire deration entire duration Total
(no credit | {credit

impairment | itnpairment has

occurred) | occurred)
153:3?1_2;’20‘20____323,69?2{]_ e IO TETE

Fuokyaiu_gﬂfother_ T PSSR RSN N |

receivables in the

current period;
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~— shift to third Slﬂgﬂ e — e o S, S—

e e e e DL
stage
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Suzhou Wuzhong Culivral Tourism Development Group Co., Lid.

Notes 1o the Financial Statements

For the year ended 31 Decembar 2021

Firsistage | Secondstage |  Third siage
T Expected credit ¢ Enpeeted credit |
.. 5 ) loss over the loss aver the
Provision for bad and | Expected credit
. entire duration entire duration Toual
doubiful debis losses in the .
: (no cradit {credit
rext 12 months .
impairment impaiment has
occurred) occurred)
. ﬁcriod - S O S
“ Write off in the current o o I e
pericd
Eﬁé;&_gﬁg_.._.,..._____ _._ AU UPS R - R
! : L

@ Amount of bad and doubtful debis ncrease/decrease changes in the current petiod

Cumrent change amouni
Agat e e e ey ] As at
Item . ] Withdrawalf
3141242020 Provision ! OffsetWrite off 1 317122021
Reversal i
TP B, SR S S
823,695.20 3000 | §21,725.20
debts
R (YR R R 6T |, ........ R l T
®As at 31 December 2021, the five largest other receivables aggregated by debtors were
analysed as follows:
| | ! | The
‘ E E i ; Provlsion
! Nature : .' : p;‘;‘:}":hﬂ;:" for bad
Debtors © o or ! Asat31/12/2021 ¢ Ageing total | and
{ content | i . : doubtful
, ; , receivables : debts
LU SRS OO NU SUNNE BL 3 T B OA
Suzhou Taihu Lake | Witlin 1 year.
Yuanbo Industrial ' p'i‘;:‘n‘f::t L175491,895.44 | More than | to 3 3591
Develepment Co., Lid.
e e e SR .. NN A 1 _
Suzhou Taihu Lake i
Dongting Ancient Current ]
Village Tourism payment | F0H003397 1 Within | year 14.36
Devalopmen: Co., Ltd. ; i
“Simhon Ttk Tare™" C .. S R - SR
arrent : ek !
Crise Management 42100000000 | YN ) g
payment : ,
Co., L. = o 3 years !

100



Suzhou Wezhong Culiral Tourism Deveiopment Group Co., Lid.

Notes 1o the Financial Statements

For the year ended 31 December 207 ]

: : The ! .
: i : ] !
| Noture | | proporiion | FEo S
Debtors o or  [Asat3V1220211  Ageing ofother | = d
content total doubtful
receivables debts
I S NS S (%y |
Suzhou Taihu Lake
Fashion Hote) Curzent Within | i
year. l
375.000,000.00 I1.46
Investment Managemen paymeni to 3 years
Co., Lid.
vty R T S SO — -
Scenjc Spot Current | Within | i
Management men( | 185.181,120.82  ©mn | years 1| 5.66
£ pay i o 3 vears
Deve]upment{?.o Ltd :
.. .| ———— —— oo _— - _— Vefemma i, —
Total . — | 262657333023 — 80.26 !
2, Long-term equity investments
{1} Long-term equity investments classification:
e A8 BEA2201 l JAsatdlizaee
] Prowvigi Provisi [
on for on for |
bad : : bad .I
lem Book balance and Carrying amount Book balance and | Carrying amouont
doubtf | doubif |
il : i ul
1 debts | _: | debls !
Subsidiaries 5 IST IS{} 235 54 5 15? ]5[} 2?5 54 3 93{‘.' SED 235 54 ] 3 93{] SED 235 54
Tirtzl 5 157,150,235, 54 T 5, 15? 150 235 54 3 93{) 580 235 54 | | 3 93{] 580, 235 54
(2) Subsidiaries
| !
| proyi | Balance of
provision
H ghon
i Additions during Reductions - for
Investee As at 3171212020 Asat3VI22021 | for |, .
the year during the year i Mmparment
: impai
! as al
| , ; et 3112002
S e S S e
Suston Xihe 1,216,800.00 : 54121680000 |
341,216,800.00 : : 2 16,8000
Industrial Co.,, Lid. ) i | 3 ¢

It



Suzhou Wuzhong Culwral Tourism Development Group Co., Lid.

Notes to the Financial Statemenis

For the vear ended 31 December 202 |

Investee

As ar 31/12/2020

Lake Scenic Spot
Management
Development Ca.,
Lid.

Industrial Co., Ltd.

Suzhou Taihu Lake |

Cruise Managsmenlt
.Co., Lu,

Suzhou Taihu Lake |

Fashion Holel
Investment
Management Co,
Led.

 Suzhou Taihu Lake |

Tourism Service Co., :

Lid

“SuzhouTaihu Lake

Yuanbo Industrial
Developmenr Co.,
Lid

440,000.000.00 | 1,260,000,000.00

350,000,000.00

401,154,305.54

420,000,000.00 |

i'
Additions during

the year

m—— s i i ———

68,587,200.00 |

1,509,521,930.00 :

" Suzhou Ruiling
Xiangyang No.3
Strategic Emerging
Industey Investment
Management
Parinership (Limited
Partnership)

200,100,000.00

Reductions

duting the year

¢ Asat 31/12/2021 §

[,700.000,000.00 |

420,000,000.00 |

350,000,000.00 |

401,154,305.54

© 200,100,000,00

68,587.200.00

1,509,521,930.00

Provi Balan_-:ﬁ.? of
provision
sion
for
for . .
_ impairment
S as al
ment £ 5111212021
i
I
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2018-2021 Financial Statement Notes of.Binzhcu High-tech Caijin Investment Group Co., Lid.

Binzhou High-tech Caijin Investment Group Co., Ltd.
2019-2021 Financial Statement Notes

(Unless otherwise specified, the amount unit is RMB)
I. Company profile

(I) Registered location, organization form and headquarter address of the company

Binzhou High-tech Caijin Investment Group Co., Lid. (hereinafter referred to as the company or corporate,
collectively referred to as the Group when including subsidiaries) is a limited liability company invested and founded
by the Binzhou Finance Bureau High-tech Industrial Development Zone Branch. It obtained business license with
social unified credit code 91371600MA3F3GH98R issued by the Binzhou High-tech Industrial Development Zone
Market Supervision Administration, with registered capital: RMB 200 million, legal representative: Wang Nina, type:
Other limited liability company, registered address: 1-101, Binzhou High-tech Entrepreneurship Service Center, north
of Longteng Sixth Road, west of Binbo Avenue, Binzhou High-tech Zone.

In December 2020, according to the Binzhou High-tech Industrial Development Zone Management Committee
Bin High-tech Management Committee Release Document [2020] No.40, 51% shares of Financial Group held by the
Finance Bureau were transferred to Binzhou State-owned Capital Operation Group Co., Ltd. As of 31 December
2021, Binzhou State-owned Capital Operation Group Co., Ltd. had held 51% shares, and Binzhou Finance Bureau
High-tech Industrial Development Zone Branch had held 49% shares.

(Il) Business nature and main operating activities of the company

Corporate business scope: Permitted items: Construction works. (For projects subject to approval according to
law, business activities can only be carried out after approval by relevant departments. The specific business
projects shall be subject to the approval documents or licenses of relevant departments) General projects:
investment activities with its own funds; Venture Capital (limited to unlisted enterprises); Asset management services
for investment of its own funds; Park management services; Project management services; Land consolidation
services; Water conservancy related consulting services; Urban greening management; Urban park management;
Highway management and maintenance; Municipal facilities management; Forest park management; Water
resources management; Water pollution treatment: Lease of land use right; Housing rental, Non-residential real
estate leasing; Construction of landscape engineering. (Except items that are required to be approved by law, the
company may independently conduct operations by business license in accordance with law).

Approval of financial report

This financial statement was reported upon approval by the company’s Board of Directors on 10 September
2022.

(Ill) Scope of consolidated statement

For subsidiaries of the Group included in the consolidation scope in 2021, please refer to Mote ‘\f'ill r“Equity in
other entities”. For consolidation scope changes of the Group in 2021, please refer to Note VIl “Consolidation scope
changes”.

Il. Preparation basis of the financial statements
1. Preparation basis

The company prepares financial statement pursuant to the Accounting Stlanderds for Business Enterprjses
promulgated by the Ministry of Finance, the Application Guidelines, the lnter;;rretatlons and other relevant regula’ugns
(collectively referred to as the “Accounting Standards for Business Enterprises”), based on sustainable operation,
actual transaction and event.

According to relevant provisions of the accounting standards for enterprises, accnunting in the company is
conducted based on the accrual system. Apart from certain financial instruments, the financial statements should be
measured on the basis of historic cost. Fer non-current assets for sale, the lower amount betwez:}p its amc:unt_ after
deduction of estimated cost according to fair value and original book value when on-sale conditions are satisfied
should be used for measurement. If an asset is impaired, the corresponding provision for impairment shall be made
in accordance with the relevant provisions.

2. Sustainable operations
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T_he financial statement is presented based on sustainable operation, and the company has capabilities of
sustainable operation for at least 12 months from the reporting date of 31 December 2021.

lil. Statement on compliance with Accounting Standards for Business Enterprises

The company prepares financial statement in compliance with the Accounting Standards for Business
Enterprises, to truly and completely reflect corporate consolidated & parent company financial status, as well as

consolidated & parent company operation achievement, consolidated & parent company cash flow and other
relevant information.

IV. Significant accounting policies and accounting estimate

According to actual production business characteristics and relevant provisions in the Accounting Standards for
Business Enterprises, the company and subsidiaries formulated multiple items of specific accounting policies and
accounting estimates on income recognition, construction contract percentage-of-completion determination, R&D
expenditure and other transactions and events; please refer to descriptions in Note IV 24 “Income”. For details of the
major accounting judgments and estimates made by management, please refer to Note IV. 30 "Major accounting
judgments and estimates”.

1. Accounting period

The company's accounting period is divided into annual and medium-term periods. The latter is shorter than the
reporting period of a complete accounting year. Fiscal year of the company follows the Gregorian calendar year,
namely from January 1 to December 31 every year.

The reporting pericd is 2021, 2020 and 2019.
2. Operating cycle

The normal operating cycle refers to the period from purchasing assets for processing to realizing retrieval of
cash or cash equivalents. With 12 months as an operating cycle, the company also uses this as a dividing standard
for the liquidity of assets and liabilities.

3. Functional currency
RMB serves as the functional currency of the company.
4. Accounting treatment method for business combination under the same and different control

Business combination refers to the transactions or events of combining two or more than two separate
businesses into one reporting entity. Business combination includes business combination under the same control
and business combination under different control.

(1) Business combination under the same control

The enterprises involved in combination are ultimately controlled by the same party or parties before andlaﬂer
the combination. The control is not temporary, and the combination is under the same control. For business
combination under the same control, the party that obtains control over other participating enterprises on the
purchase date is the acquirer, and other enterprises that participate in the combination are the acquirees.
Combination date refers to the date on which the combing party actually obtains control to the combined party.

The assets and liabilities obtained by the combining party are measured at the carrying amounts as recorded by
the combined party at the combination date. The difference between the carrying amount of the net assets obtained
by the combining party and the carrying amount of consideration paid for the combination (or the _total_ fa_ce vaIL{e of
shares issued) is adjusted to share premium in the capital reserve. If the balance of share premium is insufficient,
retained earnings shall be adjusted.

The direct expenses generated by the acquirer for the purpose of business combinations shall be recorded into
the profits and losses for the current period.

(2) Business combination under different control

If the enterprises participating in the merger are not ultimately controlled by the same party or parties before and
after the combination, the business combination is facilitated under different controls. For business combination not
under the same control, the party that cbtains contrel over other participating ent_erprises on the pgrrchase date is the
acquirer, and other enterprises that participate in the combination are the acquirees. The acquisition date refers to
the date when acquirer actually obtains control over acquiree. 5
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For the business combinations under different controls, the combination cost includes the assets paid by the
acquirer to obtain control over acquiree on the acquisition date, the liabilities generated or undertaken and the fair
value of the issued equity securities. The intermediary costs used for auditing, legal services, appraisal consulting
and other administrative expenses during the process of business combination are included into the current profits
and losses. Any transaction costs occurring in the process of issuing equity securities or debt securities as
consideration paid for combination by the purchaser are included in the initially recognized amount of equity
securities or debt securities. The involved contingent consideration is included in the consolidated cost as per its fair
value on the purchasing date, if new or further evidences compared with existing circumstances on the purchasing
date occur within 12 months after the purchasing date, so that contingent consideration needs to be adjusted, the
consolidated goodwill shall be adjusted accordingly. The cost of combination incurred to the acquirer and the net
identifiable assets obtained in the processing of combination shall be measured at the acquisition-date fair value.
Goodwill is identified as the excess of combination cost over the fair value of identifiable net assets obtained by the
acquirer in combination on the acquisition date. If the combination cost is less than the fair value of identifiable net
assets obtained by acquirer in the combination, the fair value of identifiable assets, liabilities and/or contingent
liabilities of the acquiree and the combination costs should be re-computed first. If the combination cost is still less
than the fair value of identifiable net assets obtained by the acquirer in the combination, the difference shall be
included into the current profits and losses.

When the deductible temporary difference obtained by the acquirer from the acquiree is unrecognized due to
incompliance with the deferred income tax asset recognition criteria on the purchase date, within 12 months after the
purchase date, if new or further information shows relevant circumstances of the purchase date have existed, and
economic benefits of the acquiree brought by the deductible temporary difference on the purchase date is expected
to realize, the relevant deferred income tax assets are recognized, while the goodwill is reduced; if the goodwill is
insufficient to offset, the difference part is recognized as current profits and losses; except for the above
circumstances, the deferred income tax assets recognized in connection with enterprise consolidation are included in
current profits and losses.

Where the consolidation of enterprises not under the same control is achieved through multiple transactions by
steps, make judgment on whether such multiple transactions are "package deal", pursuant to the "package deal”
judgment criteria in the Notice of the Ministry of Finance on Printing and Distributing the Interpretation of Accounting
Standards for Business Enterprises No. 5 (Finance and Accounting [2012] No. 19) and Article 51 of the Accounting
Standards for Business Enterprises No, 33-Combined Financial Statement (see the Note IV. 5(2)). The deqls
belonging to package-deal are accounted based on the above description and Note IV. 14 - Long-term equity
investments: the deals not belonging to package-deal are accounted separately based on separate financial
statements and consoclidated financial statements.

In the individual financial statements, the sum of the book value of the equity investment held by the pur-::hla?nlad
party prior to the purchase date and the new investment cost on the purchase date shall be taken as the initial
investment cost of the investment; if the equity of the purchased party held before the acquisition date involves pther
comprehensive income, the other comprehensive income related to the acquisition of the investment will I_Je
accounted for on the same basis as that of the acquiree directly disposing of the relevant assets or liabilities(that s,
other than the corresponding share of the change in the net liabilities or net assets of the beneficiary plqn that was
calculated by the acquiree in accordance with the equity method, the rest is transferred to the current investment
income).

In the consolidated financial statements, the equity of the acquiree held before the purchase date is
re-measured at the fair value of the equity at the acquisition date. The difference between the fair value and its
carrying value is included in the current investment income; If the equity of the pur_chased party held Ibefcra the
acquisition date involves other comprehensive income, the other comprehensive income re]ated_ to it shall be
accounted for on the same basis as that of the acquiree directly disposing of the relevant assets or liabilities(that is,
except for the corresponding share of the changes in the net liabilities or net assets of the beneficiary plan that was
calculated by the acquiree after being accounted for under the equity method, the rest are transferred to the current
investment income on the purchase date).

5. Consolidated financial statement preparation method
(1) The principle of determining the scope of consolidated financial statements

The scope of financial statements consolidation is decided based on th_.e_ co!'nro!. Control means 1hat]c ';;e
Company has the power over the invested entity, eamns variable return 1_:5:' pa_rtlmpatmg in relev_ant ac.tmhesr o The
invested entity, and has the ability to influence the return amount by &KEFCISI!’IQ.HS power over the invested enzlty. ¢a“e
scope of consolidation includes the company and all its subsidiaries. Subsidiaries are those that are controlleg; ;
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company.

The company will conduct a reassessment once the relevant facts and changes in circumstances have caused
changes in the relevant elements involved in the above conirel definition.

(2) Method for compiling consolidated financial statements

From the date of obtaining the actual control of the subsidiary's net assets and production and business
decisions, the company began to include it in the scope of consolidation; and ceased to be included in the scope of
consolidation from the date of loss of actual control. For the subsidiary in disposal, business performance and cash
flows prior to the date of disposal has been included in the consolidated income statement and consolidated cash
flow statement; For the subsidiary disposed in the current period, the opening balance in the consolidated balance
sheet is not adjusted. For subsidiaries that are not under the same control and whose business combination is
increased, the operating results and cash flows after the purchase date have been properly included in the
consolidated income statement and the consolidated cash flow statement, and the opening balance and comparison
of the consolidated financial statements are not adjusted. For subsidiaries increased through business merger under
the same control and combined party consolidated by merger, their operating results and cash flow from beginning
date of consolidation period to combining date have been appropriately included in the consolidated profit statement
and consolidated cash flow statement, and comparison number of consolidated financial statements are adjusted at
the same time.

In preparing of the consolidated financial statements, when the accounting policies or accounting period of a
subsidiary are different from those of the Company, the Company makes necessary adjustments to the financial
statements of the subsidiary based on the Company’ s own accounting policies and accounting period. For
subsidiaries acquired under a business combination not under the same control, the financial statements of the
subsidiary are adjusted based on the fair value of the identifiable net asseis at the purchase date.

All major current balances, transactions and unrealized profits in the company are offset when the consolidated
financial statements are prepared.

The parts in subsidiary owner's equity and current net profits and losses that do not belong to the company are
separately presented under the owner's equity and net profit item in the consolidated financial statement, as the
minority owner's equity and the minority shareholder's profits and losses. The portion of subsidiary’s current net
profits and losses that is attributable to minority shareholder's equity is presented as "minority shareholder’s profits
and losses" under the net profits in the consolidated income statement. Where losses attributable to the minority
shareholders of a subsidiary exceed the minority shareholders interest in of the equity of the subsidiary at the
beginning of the period, they are still offset against the minority sharehoelders interest.

When the control over the original subsidiary is lost due to the disposal of part of the equity investment or other
reasons, the remaining equity shall be re-measured based on the fair value on the date of loss of control. Difference
of the sum of consideration arising from equity disposal and fair value of remaining equity minus the net asset portion
of original subsidiaries calculated continuously from the purchase date as per the original shareholding ratio Is
included in investment income of the current period when losing control right. Other comprehensive income re_!:ated
to the equity investment of the original subsidiary, when the loss of control right is used, the accounting basis is the
same as that of the acquiree that directly disposes of the relevant assets or liabilities. (That is, except for the clr_-.a_nge
in the net liabilities or net assets caused by the re-measurement of the defined subsidiaries in the original subsidiary,
the rest will be converted into current investment income). Afterwards, the remaining equity of this pgrt is
subsequently measured in accordance with relevant regulations such as "Accounting Standardslfor Business
Enterprises No. 2 - Long-term Equity Investment" or "Accounting Standards for Business Enterprises No. 22 -
Recognition and Measurement of Financial Instruments”, for details, please refer to Note IV. 14 "Long-term equity
investment" or Note IV. 9 "Financial Instruments”.

If the company disposes of the equity investment in a subsidiary through multiple trang.ac'tions unltil_ it Inse;
control, it needs to distinguish whether each transaction that deals with the equity investment in the subsrd!ary u.nt|!
the control is lost is a package transaction. When the terms, conditions and economic mpacts of dlispcsmg
subsidiary equity investment transactions comply with the following one or more circumstances, it gene_ra!ly indicates
that multiple transactions shall be accounted as package deal: 1) these transactions are cnncludedls:muitaneousty
or when considering mutual impact; @ these transactions as a whole can achieve a complete busmes‘:-: result; @
the occurrence of a transaction depends on the occurrence of at least another transaction; @ a transaction alone is
deemed as uneconomical, but economical when considering with other transactions together: If they are not package
deals, for each transaction, accounting treatment is conducted respectively depending on cllrcumstaqces accord:ngl
to applicable principles in “partially dispose the long-term equity investment of subsidiary without losing th =
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right” [see Note IV 14 (2) @)] and “lose the control right on original subsidiary due to disposal of partial equity
investment or other reasons” (see the preceding paragraph). Disposal of the equity investment in the subsidiary until
the loss of control of the transaction is a package transaction, the transaction will be treated as a transaction to
dispose of the subsidiary and lose control; however, before the loss of control, the difference between the disposal
price and the share of the net assets of the subsidiary corresponding to the disposition of the investment is
recognized in the consolidated financial statements as other comprehensive income. When the control right is lost, it
is transferred to the current profit or loss at the same time.

6. Classification of joint arrangements and accounting of joint operations

Joint arrangement refers to an arrangement that is jointly controlled by two or more participants. The company
classifies joint arrangements into joint operations and joint ventures based on the rights it enjoys and the obligations
it assumes during the joint arrangement. Joint operation refers to the joint arrangement in which the company enjoys
the relevant assets of the arrangement and bears the liabilities of the arrangement. A joint venture refers to a joint
arrangement where the company only has rights to the net assets of the arrangement.

The company's investment in joint venture is accounted by the equity method, and treated according to the
accounting policy specified in Note IV 14 (2) @ “Long-term equity investment accounting by the equity method™.

The company operates jointly as a joint venture, confirming the assets held by the company alone, the liabilities
the company assumed alone, and confirming jointly held assets and jointly assumed liabilities according to the
shares of the company; confirming the income generated from the sale of the company’s joint operating output share;
the income generated from the sales of joint operations according to the company’s share; confirming the expenses
incurred by the company alone, and confirming the cost of joint operations according to the company's share.

When the company operates as a joint venture to jointly sell or sell assets (this asset does not constitute a
business, the same below), or when purchasing assets from a joint operation, before the assets are sold to a third
party. The company only recegnizes the portion of profit or loss arising from this transaction that is attributable to
other participants of the joint venture. If such assets meet the asset impairment loss as stipulated in the "Accounting
Standards for Enterprises No. 8 - Asset Impairment”, etc., for the case of the assets invested or sold by the company
to the joint operations, the company fully confirms the losses; Where the company purchases assets from a joint
operation, the company confirms the loss according to its share of commitments.

7. Determination standards of cash and cash equivalents

The company's cash and cash equivalents include cash on hand, deposits that can be used for payment at any
time, investments that owned by the company which are in short-term (usually due within three months from the
purchase date), highly liquid, easy to convert to a known amount of cash, low risk of value change.

8. Foreign exchange business
(1) Conversion of foreign currency transactions

When initially confirming the foreign currency transaction occurred by the company, it shall be converted into the
functional currency according to the spot exchange rate on the transaction date. However, the foreign currency
conversion business or the transaction involving foreign currency conversion that occurred in the company shall be
canverted into functional currency amount according to the actual exchange rate.

(2) Conversion methods for foreign currency monetary items and foreign currency non-monetary items

On the balance sheet date, foreign currency monetary items are converted at the spot exchange rate on that
date, and the resulting exchange difference is included in current profits and losses, except: @ the gxphange
difference arising from special borrowings of foreign currency related to constructing the assets. eligible for
capitalization is treated in the principle of borrowing cost capitalization; @for the avaifable-for—s:ale ‘fc:-rmg{‘r currency
monetary items, the exchange difference arising from book balance change other than the amortized cost is included
in other comprehensive income.

Non-monetary foreign currency items measured at historical cost are still measured by the a_mcunt of func?mnal
currency converted at the spot exchange rate on the transaction date. Non—monetarylformgn currency items
measured at fair value shall be converted at the spot exchange rate on the date when the fair value was determined.
The difference between the converted functional currency amount and the original functional currency amount shall
be treated as changes in fair value (including changes in exchange rates) and included in current profit or loss or
confirming as other comprehensive income.




2018-2021 Financial Statement Notes of Binzhou High-tech Caijin Investment Group Co., Ltd.

9. Financial instruments
The following financial instrument accounting policy is applicable to 2021 and beyond:

When the company becomes a party to a contract of a financial instrument, the company shall recognize a
financial asset or financial liability.

(1) Classification, confirmation and measurement of financial assets

Based on business model of managing financial assets and contractual cash flow characteristics of financial
assets, the company divides financial assets into: financial assets measured at amortized cost; financial assets
measured at fair value with changes included in other comprehensive incomes; financial assets measured at fair
value with changes included in current profits and losses.

Financial assets are measured at fair value at initial recognition. For the financial assets at fair value and
through current profit or loss, the transaction expenses thereof should be recognized directly in profit or loss; for
other categories of financial assets, the transaction expenses thereof should be recognized into initially recognized
amount. For the accounts receivable or bills receivable arising from product sales or labor service provision
excluding or not considering significant financing components, the company regards the amount of consideration
expected to charge as the initial recognition amount.

{DFinancial assets measured at amortized costs

The corporate business model for managing financial assets measured at amortized cost aims at charging
contractual cash flow, and the contractual cash flow characteristics of such financial assets are consistent with basic
borrowing and loan arrangements, namely cash flow is generated on a specific date, only for payment of principal
and interests based on outstanding principal amount. The company utilizes effective interest rate method for such
financial assets, and performs subsequent measurement as per amortized cost, with gains or losses arising from
amartization or impairment included in current profits and losses.

(@Financial assets measured at fair value with changes included in other comprehensive incomes

The corporate business model for managing such financial assets aims at both contractual cash flow charging
and sales, and the contractual cash flow characteristics of such financial asseis are consistent with basic borrowing
and loan arrangements. The company measures such financial assets at fair value with changes included in other
comprehensive incomes, but impairment losses or gains, exchange gains and losses, and interest incomes
calculated according to the actual interest rate method are included in current profits and losses.

In addition, the company designates some non-trading equity instrument investments as financial assets
measured at fair value with changes included in other comprehensive incomes. The company records relevant
dividend incomes of such financial assets into current profits and losses, and records fair value changes intcn_nther
comprehensive incomes. When such financial assets are derecognized, the cumulative gains or losses prevagusly
recorded in other comprehensive incomes will transfer from other comprehensive incomes into retained earnings,
excluded in current profits and losses.

@Financial liabilities measured at fair value with changes included in current profit and loss

The company classifies the above financial assets measured at amortized cost and the financial assets other
than the financial assets measured at fair value with changes included in other comprehensive incomes as the
financial assets measured at fair value with changes included in current profits and losses. In addition, during initial
recognition, in order to eliminate or significantly reduce accounting mismatches, the company designates some
financial assets as financial assets measured at fair value with changes included in current profits and losses. For
such financial assets, the company uses fair value for subsequent measurement, and fair value changes are
included in current profits and losses.

(2) Classification, recognition and measurement of financial liabilities

Financial liabilities are classified during initial recognition as the financial liabilities measured at fair value with
changes included in profits and losses, and other financial liabilities. For financial liabilities at fair value through pro_ﬁt
or loss, the transaction expenses thereof should be recognized directly in current proﬁt or loss, and for other financial
liabilities, the transaction expenses thereof should be recognized into initially recognized amount.

(DFinancial liabilites measured at fair value with changes charged to current profits and losses

Financial liabilities measured at fair value with changes included in current profits and Iossesmqtg
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tran‘sacliona[ financial liabilities (including derivatives that belong to financial liabilities) and financial liabilities
designated as measured at fair value during initial recognition with changes included in current profits and losses.

Transactional financial liabilities (including derivatives that belong to financial liabilities) are subsequently

measured at fair value, and except for hedge accounting-related, the fair value changes are included in current
profits and losses.

The financial liabilities designated as measured at fair value with changes included in current profits and losses,
such liabilities are caused by the company’'s own credit risk changes, with fair value changes included in other
comprehensive incomes, and when the liabilities are derecognized, they are included in other comprehensive
incomes, caused by own credit risk changes, with cumulative fair value changes transferred into retained earings.
The remaining fair value changes are included in current profits and losses. If treatment of own credit risk change
impact of such financial liabilities in the above manner will cause or expand accounting mismatch in profits and
losses, the company includes all gains or losses of such financial liabilities (including the amount of corporate own
credit risk change impact) in current profits and losses.

(@ 0ther financial liabilities

Except the financial liabilities and financial guarantee contract arising from financial asset transfer at variance
with derecognition conditions or continuous involvement of transferred financial assets, other financial liabilities are
classified as financial liabilities measured at amortized cost, and subsequently measured at amortized cost, with
gains or losses resulting from derecognition or amortization included in current profits and losses.

(3) Recognition basis and measurement method of financial assets transfer

Financial (Uassets meeting one of the right to receive cash flow of such financial assets is terminated:following
conditions are de-recognized: the contractual @ such financial assets have been transferred, and almost all risks
and rewards on the financial asset ownership are transferred fo the transferee; & such financial assets have been
transferred, and although the company has neither transferred nor retained almost all risks and rewards on the
financial asset ownership, it has given up control of such financial assets.

If the enterprise neither fransfers nor retains substantially all the risks and rewards of ownership of a financial
asset, and it has not abandoned the control of that financial asset, the relevant financial asset is recognized at the
extent of continuing involvement in the transferred financial asset and the corresponding liability is recognized
accordingly. The degree of continuous involvement in the transferred financial asset refers to the risk level that the
enterprise faces due to the change of the value of the financial asset.

Where a transfer of a financial asset in its entirely meets the criteria of de-recognition, the difference between
the carrying amount of the financial asset transferred and the sum of the consideration received from the transfer aqd
any cumulative change in fair value that has been recognized in other comprehensive incomes is recognized in
current profit or loss.

Where a transfer of financial asset partly meets the criteria of de-recognition, the carrying amount of the ﬁnar_u:ial
asset transferred should be amortized between the part that is derecognized and the part that is not derecognized
according to the fair value, and the difference between the sum of the consideration reg:eivgn:l from the transfer and
any cumulative change in fair value that has been recognized in other comprehensive incomes and shuu!d_ be
amortized to the derecognized part, and the amortized above-mentioned carrying amount, shall be recorded into
current profit or loss.

When the company uses financial assets sold with recourse or sells financial assets held in an endorsement, it
must determine whether all risks and rewards of ownership of the financial assets have been almost transferred. If f;'ltl
the risks and rewards of ownership of the financial asset are almost transferred to the transferee, and the financial
asset is derecognized; if all the risks and rewards on the ownership of the financial asset are retained, the financial
asset is not derecognized; all the risks and rewards of ownership of financial assets are not almost transferred or
retained, continue to determine whether the company retains the control over the assets and perform the accounting
operation based on the principles described in the preceding paragraphs.

(4) De-recognition of financial liabilities

If current obligations of financial liabilities (or a part thereof) are removed, the company derecognizes sush
financial liabilities (or a part thereof). If the company (borrower) signs an agreement with the lender, 1o replace 3
original financial liabilities by bearing new financial liabilities, and contract _clau‘s.esucl:f new financial |Ia:bI|I1]E.'S an
original financial liabilities are substantially different, the original lﬂnanme_nl Ila_bﬂmes are dereccgmze, while
recognizing a new financial liability. If the company mal;es substantial modification to the contractual clegd ;
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t:rrig_il_‘laiiﬁnancialIliabtliﬁes (or a part thereof), the original financial liabilities are derecognized, and a new financial
liability is recognized according to the clauses after modification.

If financial liabilities (or a part thereof) are derecognized, the company records the difference between their book

value and consideration paid (including non-cash assets transferred out or liabilities assumed) into current profits
and losses.

(5) Offset of financial assets and financial liabilities

When the company has legal right to offset financial assets and financial liabilities of the recognized amount,
and such legal rights are currently enforceable, meanwhile, the company plans to settle by net assets or concurrently
liguidate such financial assets and repay such financial liabilities, financial assets and financial liabilities are
presented in the balance sheet by net amounts after mutual offset. In addition, financial assets and financial liabilities
are separately presented in the balance sheet, which are not offset by each other.

(6) Determining method of the fair value of financial assets and financial liabilities

Fair value refers fo the price that a market participant can be received for the sale of an asset or the price he
needs to pay for transferring a liability in an orderly transaction occurring on the measurement date. Where the
financial instruments exist on active market, the company determines their fair value by using quotation on active
market. Quoted market prices in an active market refer to the prices that are readily to get regularly from the
exchange, the broker, the trade association, pricing services institution, etc., and they represent the actual market
transaction prices in the fair transactions. Where the financial instruments do not exist on active market, the company
determines their fair value by using valuation technigues. Valuation technigues include refers to the prices used in
recent market transactions by the parties that are familiar to the situation and are voluntary to participate in the
transaction, refers to the current fair values of other essentially the same financial instruments, discount cash flow
valuation, option pricing models, etc. At the time of valuation, the company leverages valuation techniques that are
applicable in the current circumstances and adequately supported by available data and other information, chooses
the input value consistent with the characteristics of assets or liabilities considered by market participants in
transaction of relevant assets or liabilities, and prefers to use the relevant observable input value. The value that
cannot be inputted is utilized, when the relevant observable input value is unavailable or unfeasible to obtain.

(7) Equity instruments

Equity instruments refer to contracts that demonstrate the ownership of the company’s remaining equity in the
assets after deducting all liabilities. The company issues (including refinancing), repurchases, sells or cancels equity
instruments as changes in equity, and transaction costs related to equity transactions are deducted from equity. The
company does not recognize the fair value changes of equity instruments.

If dividends for corporate equity instruments are distributed during the existence period {ir}ctuding "interests”
generated by instruments classified as equity instruments), they shall be treated as profit distribution.

The following financial instrument accounting policy was applicable to 2020:

When the company becomes a party to a contract of a financial instrument, the company shall recogniznlal a
financial asset or financial liability. Financial assets and financial liabilities are measured at fair value on‘inltlal
confirmation. For the financial assets and financial liabilities measured at fair value and the changes therein are
recognized into current profit or loss, the transaction expenses thereof should be recognized directly in profit or loss,
and for other categories of financial assets and financial liabilities, the transaction expenses thereof should be
recognized into inifially recognized amount.

(1) Determining method of the fair value of financial assets and financial liabilities

Fair value refers to the price that a market participant can be received for the sale of an asset or the price he
needs to pay for transferring a liability in an orderly transaction occurring on the measurement date. The Company
measures fair values of financial assets and financial liabilities at the price in the major market. If no major market,
the price best favorable to the market should be used to measure the fair values of financial assets and ﬁnanmfal
liabilities and current applicable valuation technigue with sufficient applicable data and other |nf0rmat!on support is
used. Input value for measurement of fair value can be divided into three levels, i.e. the first-level input uaIlee is
unadjusted quotation on same assets or liabilities obtained in the active market at the date of mg_qsurament, the
second-level input value is directly or indirectly observable input values of related assets or liabilities a_a-xpapt the
first-level input value; the third-level input value is non-observable input value of related assets or liabilities. The
company prefers to use the first-level input value, and use the third-level input value finally. Level of the

=1

measurement result of fair value is decided according to the lowest level of input value with great significg
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whole measurement of fair value.
(2) Classification, confirmation and measurement of financial assets

The financial instruments traded in a conventional manner shall be conducted accounting recognition and
de-recognition at the date of transaction. Financial assets are classified at initial recognition into financial assets at

fair value through profit or loss, held-to-maturity investments; loans and receivables, and available-for-sale financial
assefis.

(DFinancial liabilities measured at fair value with changes included in current profit and loss

Transactional financial assets and financial assets that are designated at fair value through profit or loss are
included.

Transactional financial assets refer to the financial assets in accordance with one of the following criteria: A. the
purpose of obtaining such financial assets is mainly for sales in the near future; B. belong to a part of recognizable
financial instruments of centralized management, with objective evidence to show the company has recently
managed the portfolio by means of short-term profitability; C. belong to derivatives, but excluding the derivatives
designated as effective hedging instruments, the derivatives of financial guarantee contract, as well as the
derivatives connected with equity instrument investment of which the fair value cannot be reliably measured and
unguoted on active market, and setilement by delivering such equity instruments.

Financial assets that meet one of the following criteria are designated as the financial assets measured at fair
value with changes charged to current profits and losses at initial recognition: A. such designation can eliminate or
apparently reduce the inconsistent recognition or measurement of relevant gains or losses caused by different
measurement basis of such financial assets; B. corporate formal written document of risk management or investment
strategy have stated to manage, evaluate the financial asset portfolio or combination of financial assets and financial
liabilities in which the financial assets exist based on fair value, and report to key management personnel.

Financial assets measured at fair value through current profits or losses are subsequently measured at fair
value. Any gains or losses arising from changes in fair value and any dividends and interest income related to these
financial assets are included in current profit or loss.

(@Held to maturity investments

Refers to non-derivative financial assets with a fixed due date, a fixed or recyclable amount, and the company's
clear intention and ability to hold until maturity.

Subsequent to initial recognition, held-to-maturity investments are stated at amortized cost using H_"le effective
interest method. The profit or loss arising in de-recognition, impairment or amortization is accounted into current
profit or loss.

The effective interest rate method refers to the method of calculating the amortized cost and the interest income
or expenses of each period according to the effective interest rate of the financial assets or financial liabilities
(including a group of financial assets or financial liabilities). Effective interest rate is the interest rate at which the
future cash flows of the financial asset or liability in the expected duration or during shorter applicable time period are
discounted into its present nominal value.

When calculating actual interest rate, the company will estimate future cash flow (without considering future
credit losses) based on considering all contractual clauses of financial assets or financial liabilities, while also
considering various charges, transaction expenses, discounts or premiums and the like which form part of actual
interest rate, paid or charged between contractual parties of financial assets or financial liabilities.

@lLoans and receivables

It refers to the non-derivative financial assets that have no quoted price in an active market, with a fixed or
determinable recovery amount. The financial assets classified by the company as loans and receivables include
notes receivable, accounts receivable, interest receivable, dividends receivable and other receivables.

Subsequent to initial recognition, loans and receivables are stated at gmqnizgd cost using Fhe effective interest
method. The profit or loss arising in de-recognition, impairment or amortization is accounted into current profit or

loss.

@ Available for sale financial assets

It includes the non-derivative financial assets that are designated as available for sale at initial recognitgs :
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financial assets charged to profit or loss for the current period other than financial assets at fair value, loans and
receivables, and financial assets out of held-to-maturity investments.

Cost of the available-for-sale debt instrument at the end of the period should be recognized with amortized cost
mgthod, which is initially recognized amount minus principal repayments, plus or minus the cumulative amortization
using the effective interest method of any difference between that initial amount and the maturity amount, and minus

any reduction for impairment. Cost of the available-for-sale equity instrument at the end of the period is the originally
obtained cost.

Available-for-sale financial assets are subsequently measured at fair value. Any gains or losses from changes in
fair value, other than exchange differences related with impairment losses and foreign currency monetary financial
assets and amortized costs in profit or loss for the current period, are recognized in other comprehensive income.
When the financial asset is derecognized, it is transferred out and included in the current profit and loss. However,
the equity instrument investments that are not quoted in an active market and whose fair value cannot be reliably
measured, and the derivative financial assets that are linked to the equity instrument and must be settled through
delivery of the equity instrument are subsequently measured at cost.

Interest on available-for-sale financial assets and cash dividend income that the invested entity declares are
recognized in investment income.

(1) Impairment of financial assets

Except for the financial assets that are measured at fair value through profit or loss, the company checks the
book value of other financial assets at each balance sheet date. If there is objective evidence that the financial assets
are impaired, the company should make the provision for impairment.

The company conducts the individual impairment tests on the individual significant financial assets; for the
individual financial assets not significant, they are individually tested for impairment or included in the portfolio of
financial assets with similar credit risk characteristics for impairment test. The individual tested financial assets that
have not been impaired (including single significant and insignificant financial assets) are included in the portfolio of
financial assets with similar credit risk characteristics for impairment test. For financial assets whose impairment loss
has been recognized in individual test, they do not need to be performed impairment tests included in the portfolio of
financial assets with similar credit risks.

(Tmpairment of investments, loans and receivables held-to-maturity

The carrying amount of financial assets measured at costs or amortized costs should be reduced to present
value of estimated future cash flows, and the reduced amount is recognized as impairment loss and recorded into
current profit or loss. After the impairment loss is recognized in a financial asset, if there is an objective evidence that
the value of the financial asset has been recovered, which is objectively related to the event that has occurred after
the loss was confirmed, the previous recognized impairment loss is reversed. The book value of the financial asset
reversed for loss does not exceed the amortized cost of the financial asset on the day of reverse under the
assumption for no impairment.

(Z)Available-for-sale financial assets impairment

As the comprehensive related factors, when the decline in the fair value of available-for-sale equifcy instrumer::t
investment is a serious or non-transient decline, it indicates that the available-for-sale equity instrument investment 15
impaired.

When the available-for-sale financial asset is impaired, the accumulative loss that is originally recc:-rded_ in other
comprehensive income due to the decline in fair value is transferred to the profit or loss _fcr tr?e g:urrent period. j‘he
accumulated loss is the balance of the initial acquisition cost of the asset less the paid principal and amortized
amount, the current fair value and the impairment loss that has been included in profit or loss.

After the impairment loss is confirmed, if there is objective evidence that the value of the ﬂn'ancial asset has
been recovered after the period and it is objectively related to the event or:cun'ed_after the loss is qonf_inned, the
previous recognized impairment loss is reversed. The impairment loss of the avaﬂab]e-for—s;_a!e equity instrument
investment is reversed and recognized as other comprehensive income. The impairment loss of the
available-for-sale debt instrument is reversed and included in the current profit or loss.

Equity instrument investments that do not have a quotation in an active market and whose fair value cannot be
reliably measured, or impairment losses of derivative financial assets that are linked to the equity instrument and are
settied by delivery of the equity instrument, are not reversed.
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(1) Recognition basis and measurement method of financial assets transfer

Financial (Uassets meeting one of the right to receive cash flow of such financial assets is terminated;following
conditions are de-recognized: the contractual & such financial assets have been transferred, and almost all risks
and rewards on the financial asset ownership are transferred to the transferee; @ such financial assets have been

transferred, and although the company has neither transferred nor retained almost all risks and rewards on the
financial asset ownership, it has given up control of such financial assets.

If the enterprise neither transfers nor retains substantially all the risks and rewards of ownership of a financial
asset, and it has not abandoned the control of that financial asset, the relevant financial asset is recognized at the
extent of continuing involvement in the transferred financial asset and the corresponding liability is recognized
accordingly. The degree of continuous involvement in the transferred financial asset refers to the risk level that the
enterprise faces due to the change of the value of the financial asset.

Where a transfer of a financial asset in its entirely meets the criteria of de-recognition, the difference between
the carrying amount of the financial asset transferred and the sum of the consideration received from the transfer and
any cumulative change in fair value that has been recognized in other comprehensive incomes is recognized in
current profit or loss,

Where a transfer of financial asset partly meets the criteria of de-recognition, the carrying amount of the financial
asset fransferred should be amortized between the part that is derecognized and the part that is not derecognized
according to the fair value, and the difference between the sum of the consideration received from the transfer and
any cumulative change in fair value that has been recognized in other comprehensive incomes and should be
amortized to the derecognized part, and the amortized above-mentioned carrying amount, shall be recorded into
current profit or loss.

When the company uses financial assets sold with recourse or sells financial assets held in an endorsement, it
must determine whether all risks and rewards of ownership of the financial assets have been almost transferred. If all
the risks and rewards of ownership of the financial asset are almost transferred to the transferee, and the financial
asset is derecognized; if all the risks and rewards on the ownership of the financial asset are retained, the financial
asset is not derecognized; all the risks and rewards of ownership of financial assets are not almost transferred or
retained, continue to determine whether the company retains the control over the assets and perform the accounting
operation based on the principles described in the preceding paragraphs.

{2) Classification and measurement of financial liabilities

Financial liabilities are initially classified into financial liabilities at fair value recorded in the current profit or loss
and other financial liabilities. The initial recognized financial liabilities are measured at fair value. Forlﬁnancial
liabilities at fair value through profit or loss, the transaction expenses thereof should be recognized dkirec:tlly in current
profit or loss, and for other financial liabilities, the transaction expenses thereof should be recognized into initially
recognized amount.

(1)Financial liabilities measured at fair value with changes charged to current profits and losses

The conditions of financial liabilities classified as transactional financial liabilities and the financial I@gbi]ities
designated at initial recognition as fair value with the changes to the current profit or loss, a}nd the m[}fﬂlllﬂﬂs o_nf
financial assets classified as transactional financial assets and financial assets designated at initial recognition at fair
value with the changes to the current profit or loss are consistent.

Financial liabilities at fair value to the current profit or loss are subsequently ms?:asured at fair veﬂye. Any I:_:!ains or
losses from changes in fair value and any dividends or interest payments relating to the financial liabilities are
included in the-current profit or loss.

@0ther financial liabilities

Derivative financial liabilities that are linked to equity instruments unavailable to be quoted in an active market
and whaose fair value cannot be reliably measured, settled by delivery of the equity instrum_ents, are suiqsaquenlly
measured at cost. Other financial liabllities shall adopt effect interest method, and be _n_amgmzed at :amprtized costs
in the subsequent measurement, and the gains or losses arising from de-recognition or amortization shall be
recorded into current profit or loss.

(@Financial guarantee contract

Financial guarantee contracts that are not classified as financial liabilities measured at fair value to the’Ei?
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profit or loss are initially recognized at fair value, and then, it should be subsequently measured the larger balance,
one of them is determined in accordance with Accounting Standards for Enterprises No. 13 - Contingencies and the
other is initial confirmation amount after deducting the accumulated amount of amortization determined in
accordance with the principle of "Accounting Standards for Enterprises No. 14 - Revenug",

(1) De-recognition of financial liabilities

If the current obligation of a financial liability is discharged in whole or in part, and then the financial liability or
part thereof may be derecognized. If the company (debtor) signs an agreement with the creditor to replace the
existing financial liabilities with new financial liabilities, and the terms of the new financial liabilities and the existing
financial liabilities are substantially different, and then the existing financial liabilities should be derecognized for the
new financial Liabilities.

Where entire or part of a financial liability is derecognized, the difference between the carrying value and the
considerafion (including transferred non-cash assets or assumed new financial liability) is charged to current profit or
loss.

(2) Derivatives and embedded derivatives

Derivatives are measured initially at fair value at the date of contract signing, and are measured subsequently at
fair value. Changes to fair value of derivatives are included in the current profits and losses.

For the hybrid instruments containing embedded derivatives, if there are not designated as financial assets or
financial liabilities at fair value with the changes to the current profit or loss, there is no close relationship between the
embedded derivatives and the principal contract in terms of economic characteristics and risks, with the same
condition of embedded derivatives and the separate existing tools are in accordance with the definition of the
derivatives, and then the embedded derivatives are split from the hybrid tools and processed as the separate
derivative financial instruments. If the embedded derivative cannot be measured separately at the acquisition date or
subseguent balance sheet date, the hybrid instrument in its entirely is designated as financial asset or liability at fair
value through current profit or loss.

(3) Offset of financial assets and financial liabilities

When the company has the statutory right to offset the recognized financial assets and financial liabilities and it
is currently able to implement such statutory rights, at the same time, the company plans to settle the net or realize
simultaneously the financial assets and liquidate the financial liabilities, the financial assets and the financial liabilities
are shown in the balance sheet as the amount of offset by each other. In addition, financial assets and financial
liabilities are separately presented in the balance sheet, which are not offset by each other.

(4) Equity instruments

Equity instruments refer to contracts that demonstrate the ownership of the company's remaining equity in the
assets after deducting all liabilities. The company issues (including refinancing), repurchases, sells or cancels equity
instruments as a change in equity. The company does not recognize the fair value changes of equity instruments.
Transaction costs related to equity transactions are deducted from equity.

The company's various allocations to holders of equity instruments {excluding_stock dividends) reduce
shareholders' equity. The company does not recognize the changes in fair value of equity instruments.

10. Impairment of financial assets
The following financial asset impairment accounting policy is applicable to 2021 and beyond.

The financial assets that the company needs to confirm impairment losses are financial assets measured_ at
amortized cost, debt instrument investments measured at fair value with changes included in other comprehensive
incomes, mainly including bills receivable, accounts receivable, other receivables, debt invgsf:ment, _uthe_r debt
investments, long-term receivables, etc. In addition, for some financial guarantee contracts, provision .fc.” :mpalrmenl
and recognition of credit impairment losses are also conducted in accordance with the accounting policies described
in this section.

(1) Method for recognizing impairment provision

Based on expected credit losses, the company makes impairment provision and recognizes credit impairmsgt
losses according to the applicable expected credit loss measurement method (general method or simplified method)
for the above items.
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Credit losses refer to the difference between all contractual cash flows receivable under the contract and all
cash flows expected to charge and discounted by the company at the original actual interest rate, namely the present
value of all cash shortages. Among them, for the financial assets purchased or originated and suffered credit
impairment, the company discounts such financial assets as per the credit-adjusted actual interest rate.

General method for measuring expected credit losses means that the company assesses on each balance
sheet date whether the credit risks of financial assets have increased significantly since initial recognition, and if the
credit risks have increased significantly since initial recognition, the company shall measure loss provision based on
the amount equivalent to expected credit losses throughout the existence period; if the credit risks have not
increased significantly since initial recognition, the company measures loss provision based on the amount
equivalent to expected credit losses within the next 12 months. When evaluating expected credit losses, the
company considers all reasonable and well-grounded information, including forward-looking information.

For financial instruments with lower credit risks on the balance sheet date, the company measures loss
provision based on expected credit losses within the next 12 months.

(2) Criteria for judging whether credit risks have increased significantly since initial recognition

If the default probability of a financial asset within the expected existence period determined on the balance
sheet date is significantly higher than the default probability within the expected existence period determined during
initial recognition, it indicates that the credit risks of such financial asset have increased significantly.

The company will consider the following factors when assessing whether credit risk is increased significantly:
1) Whether the actual or expected operating resuilts of the debtor have changed significantly;

2) Whether the debtor’s regulatory, economic or technological environment has undergone significant adverse
changes;

3) Whether the value of collateral used for debt mortgage or the quality of guarantee or credit enhancement
provided by third party has changed significantly. These changes are expected to reduce the debtor's economic
motivation to repay the loan within the specified period of contract or affect defaulting probability;

4) Whether expected performance and repayment behavior of the debtor has changed significantly;
5) Whether corporate credit management methods for financial instruments have changed, etc.

On the balance sheet date, if the company judges financial instrument only has relatively low credit risk, the
company assumes credit risk of this financial instrument has not increased significantly after initial recognition. If the
default risk of financial instrument is low, the borrower has a strong ability to fulfill its contractual cash flow obligation
in the short term, and even if unfavorable changes exist in the economic situation and operation environment over a
long period of time, it may not necessarily reduce the borrower’s ability to fulfill its contractual cash obligation, and
such financial instrument is deemed to have lower credit risk.

(3) Criteria for judging financial assets with credit impaired

When one or more events with an adverse impact on the expected future cash flow of financial asset occur, such
financial asset becomes a credit-impaired financial asset. Evidence for credit impairment of financial assets includes
the following observable information:

1) The issuer or debtor has major financial difficulties;
2) The debtor breaches the contract, such as defaulting or overdue payment of interest or principal;

3) Considering relevant economic or contract of debtor’s financial difficulties, the creditor gives the debtor
concession that would never be made under any other circumstances;

4) The debtor is likely to go bankrupt or undergo other financial restructuring;
5) The issuer or debtor is in financial difficulties, causing active market for such financial assets disappeared;
6) A financial asset is purchased or derived at a huge discount which indicates the fact of credit loss occurrence.

Credit impairment of financial assets may be caused by joint action of multiple events, and not necessarily
separately identifiable event.

(4) Portfolio method for evaluating expected credit risks based on portfolio
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:I'he company evaluates credit risks individually for financial assets with significantly different credit risks, e.g.
receivables from associated parties; receivables in dispute with the other party or involved in litigation and arbitration;
receivables with obvious indication that the debtor is probably unable to perform repayment obligations, etc.

In addition to financial assets with individual assessment of credit risks, the company classifies financial assets
into different groups based on commeon risk characteristics. Common credit risk characteristics adopted by the
company include: portfolio divided with the balance of receivables as credit risk characteristics, receivables of
government and its affiliates, subsidiaries controlled by the Group and between subsidiaries, related party, employee
reserve, withholding payment and margin, etc., and it assesses credit risks on a portfolio basis.

(5) Accounting treatment method of financial asset impairment

Al the end of period, the company calculates expected credit losses of various financial assets, and if such
expecied credit losses are greater than current carrying amount of impairment losses, the difference is recognized as
impairment losses; if they are less than the carrying amount of current impairment provision, the difference is
recognized as impairment gains.

(6) Method for recognizing credit losses of various financial assets
(INotes receivable

The company measures loss provision for bills receivable based on the amount equivalent to expected -::rfadit
losses throughout the existence period. Based on credit risk characteristics of bills receivable, they are divided info
different portfolios:

ltemns Basis of determining the portfolio
Bank acceptance bill §Ac:oepiors are banks with low credit risks
Commercial acceptance bill Portfolio classified by balance as credit risk characteristics

(ZiAccounts receivable and contract assets

With regard to accounts receivable and coniract assets excluding major financing components, the company
measures loss reserve at the amount equivalent to the expected credit loss throughout the duration.

With regard to accounts receivable and contract assets including major financing components, the company
chooses to always measure loss reserve at the amount equivalent to the expected credit loss throughout the
duration.

In addition to accounts receivable with individual assessment of credit risks, they are divided into different
portfolios based on their credit risk characteristics:

ltems Basis of determining the pertfolio

Government and its affiliates: receivables of subsidiaries controlled by the Group and

Partfolio 1 between subsidiaries, related parties, etc.

Partfolio 2 Other customer closing balance

(E)0ther receivables

The company measures impairment losses based on whether the credit risks of mher_ receivabigs _have
increased significantly since initial recognition, by using the amount equivalent to expected c:_re_dlt losses within the
next 12 months or throughout the existence period. In addition to other receivables with individual assessment of
credit risks, they are divided into different portfolios based on their credit risk characteristics:

ltems | Basis of determining the portfolio

14




2019-2021 Financial Statement Notes of Binzhou High-tech Caijin Investment Group Co., Ltd.

lterns Basis of determining the portfolio

Portiolio 1 Government and its affiliates; receivables of subsidiaries controlled by the Group and
between subsidiaries, related parties, ete.

Portfolio 2 | Other customer closing balance

(@)Creditor’s rights investment

Main accounting of debt investments is bond investment, etc measured at amortized cost. The company
measures impairment losses based on whether its credit risks have increased significantly since initial recognition,
by using the amount equivalent to expected credit losses within the next 12 months or throughout the existence
period. Except for debt investment with individual assessment of credit risk, they are divided into different portfolios
based on their credit risk characteristics:

Iltems Basis of determining the portfolio

Partfolio 1 | Credit risk rating

(810ther debt invesiments

Other debt investments are mainly accounted by bond investments measured at fair value with change recorded
in other comprehensive income. The company measures impairment losses based on whether its credit risks have
increased significantly since initial recognition, by using the amount equivalent to expected credit losses within the
next 12 months or throughout the existence period. Except for other debt investment with individual assessment of
credit risk, they are divided into different portfolios based on their credit risk characteristics:

ltems | Basis of determining the portfolio

Portfolio 1 Credit risk rating

@Long-term receivables

The company measures impairment losses of long-term receivables based on whether their credit risks have
increased significantly since initial recognition, by using the amount equivalent to expected credit losses within the
next 12 months or throughout the existence period. In addition to long-term receivables with individual assessment of
credit risks, they are divided into different portfolios based on their credit risk characteristics:

Items | Basis of determining the porifolio

Portfolio 1 | Credit risk rating

11. Receivables financing

Notes receivable and accounts receivable that are classified as measured at fair value and whose changes are
included in other comprehensive income and whose maturity is within one year (inclusive) from the date of
acquisition are listed as receivables financing; where the maturity is more than one year since acquisition, they shall
be listed as other creditor's rights investments. Refer to Notes [V, 8 "Financial Instruments” and Notes v, 10
"Impairment of Financial Assets" for the relevant accounting policies.

12. Inventory

(1) Classification of inventory

Inventories mainly include development products, development costs, raw materials, low-value consusigi#s
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inventory commodities, etc.
(2) Pricing method to obtain and issue inventory

Inventories are valued at the actual cost when acquired, and inventory costs include purchase costs, processing
costs, and other costs. They are valued according to the first-in first-out method at the time of acquisition and delivery,
as well as specific identification method.

(3) Confirmation of the net realizable value of inventories and withdrawal method for falling prices

Net realizable value refers to the estimated sold price of inventories less the estimated costs to be incurred upon
completion, estimated selling expenses and related taxes in daily activities. When determining the net realizable
value of inventories, based on obtaining conclusive evidence, consider the purpose to hold the inventory and the
influence of events after the balance sheet date.

On the balance sheet date, inventories are measured at the lower between the cost and net realizable value.
When the net realizable value is lower than the cost, inventory depreciation reserve is withdrawn. The inventory

depreciation reserve is drawn as per the difference between the cost of a single inventory item higher than its net
realizable value.

After accruing inventory depreciation reserve, if the influencing factors of the previous write-down of inventory
value have been disappeared and the net realizable value of inventory exceeds its book value, and then it should be
reversed from the provision for inventory devaluation accrued and the amount transferred back is included in the
current profit or loss.

(4) Method for development cost accounting
Costs of the company’s development projects include:

(DCompensation fees for land acquisition and demolition: gathered expenses incurred for purchasing or
participating in land auction of real estate development, including land prices, resettlement fees, compensations for
demolition of existing buildings, deed taxes, auction service fees, elc.

@Preliminary engineering costs: gathered expenses of planning, design, feasibility study, hydrogeological
investigation, surveying and mapping, site leveling, etc before development.

@Infrastructure costs: gathered infrastructure costs of water supply, power supply, gas supply, sewage
discharge, flood drainage, communications, lighting, greening, sanitation facilities, light projects and roads, etc
incurred during the development process.

@Architectural installation engineering costs: gathered all architectural installation engineering costs a!nd
equipment costs incurred during the construction and development process according to the architectural installation
engineering construction drawings.

®Ancillary facility costs: gathered costs of public ancillary facilities incurred in the development projects, such
as boiler rooms, water towers (tanks), bicycle sheds, public security fire control rooms, power E:Iistributlﬂn rooms,
public toilets, kindergartens, schools, recreational and sports facilities, clubs, neighborhood committees and garbage
rooms, efc.

Indirect development expense: the expense that is incurred by organization, management and development
engineering at the development project site, cannot be directly determined to bear by a certain project and shall be
distributed among development projects in accordance with certain standards at the end of month. Including:
borrowing cost incurred before the completion of development project, engineering management department office
expense, telephone expense, transportation and business trip expense, repair expense, labor protection expense,
depreciation expense, low-value consumable amortization, turnover house amortization, management agency
personnel remuneration and other expenditures.

When the development project is completed, and meets the housing handover conditions upon inspection and
acceptance of relevant government department, calculate or estimate the total saleable area of development
products such as residential buildings, shops, offices and parking spaces for sale, apportion the gathered
development costs among all development products as per the ratio of salable area of each development product to
total salable area, and calculate the actual costs of all development products. If final accounts have not been
conducted, include in the development products at the estimated cost, and adjust the development products
according to the difference between actual cost and estimated cost, after the final accounts.
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(5) Accounting method for development land

Development land refers to the land use right purchased by the company and planned for real estate
development is accounted in the "inventory-intended development land” item, and its book value is transferred info
the "inventory-development cost" item for accounting when such land is developed.

For pure land development project, its expenses separately constitute land development costs.

Along with the real estate development projects as a whole, calculate the share of development cost charged
into the project as per the floor area of development project; if the land plot ratio of various development projects is
so large that it is unreasonable to calculaie the share as per the floor area, the share is calculated as per the
construction area of development projects.

(6) Ancillary public facility expense accounting method

Ancillary public facilities that cannot be transferred in a paid manner: accounted as per the actual amount
incurred. The ancillary public facilities that can be identified in subordinate development project are directly included
in development cost of subordinate development project; the ancillary public facilities that cannot be directly
identified are first classified separately in development cost, and such separately classified development cost is
amortized at the saleable area of development product and included in each beneficiary development project at the
time of completion and final account of ancillary public facilities; if the ancillary public facilities are completed later
than relevant development project, ancillary public facility expense is first accrued by relevant development project,
and after completion and final account of ancillary public facilities, relevant development product cost is adjusted as
per the difference between actual amount incurred and accrued amount.

Ancillary public facilities that can be transferred in a paid manner or have income right: the cost incurred is
classified with each ancillary facility project as independent cost accounting object.

(7) The inventory system is a perpetual inventory system.
(8) Amortization method for low-value consumables and packaging materials

Low-value consumables should be amortized at one-off amortization method when they are received; and the
packages should be amortized at one-off amortization method when they are received.

13. Contract assets
Accounting policy of contract assets is applicable to 2021 and beyond.

For the rights that customers have not yet paid contract consideration, but the company has fulfilled
performance obligations in accordance with the contract, not attributable to unconditional (i.e. only depending on
time lapse) payment collection from customers, the company presents them as contract assets in balance sheet.
Contract assets and contract liabilities under the same contract are presented in net amount, and contract assets
and contract liabilities under different contracts are not offset.

For the determination method and accounting treatment method of expected credit loss of contract assets,
please refer to Note IV. 10 Financial asset impairment.

14. Long-term equity investments

The long-term equity investment in this part refers to the long-term equity investment that the company has
control, joint control or significant influence on the invested entity. The long-term equity ]nvestment of whﬁ:ch the
company does not have control, joint control or significant impact on the investee company is measured at fair value
or as available-for-sale financial assets with the changes charged to current losses and profits, and the accounting
policy is shown in "Note IV, 9 Financial instruments”.

Joint control means that the company has common control over an arrangement in accprdance with the rellevant
agreement, and the related activities of the arrangement must be agreed upon by jrhe parties tr:ua_t share Phe right of
control. Significant influence means that the company has the power to participate in Idrlamsmn—mak:ng on the
financial and operating policies of the invested company, but it cannot control er control jointly the formulation of
these policies together with other parties.

(1) Recognition of investment costs

For the long-term equity investment acquired by the business combination under the same control, the share of

the book value of the owner's equity of the merged party in the ultimate controller's consolidated financial stamen -
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at the merged date should be taken as the initial investment cost of the long-term equity investment. The difference
between the initial cost of the long-term equity investment and the payment in cash, non-cash assets transferred as
well as the book value of the debts borne by the merging party shall offset against the capital reserve. If capital
reserve is insuificient, retain earnings shall be adjusted. In the case of issuance of equity securities as the merging
consideration, the share of the book value of the owner's equity of the merged party in the uliimate controller's
consolidated financial statements at the merged date should be taken as the initial investment cost of the long-term
equity investment; the difference between the total face value of the issued shares, the initial investment cost of the
long-term equity investment and the total par value of the shares issued should be adjusted for the capital reserve; if
the capital reserve is insufficient to offset, the retained eamings should be adjusted. Where the equity of the merged
party under the same control is obtained through multiple transactions by steps, to ultimately form business
combination under the same control, the treatment shall be subject to whether it is a "package deal": in case of a
"package deal", the accounting treatment is made on each transaction as a transaction with control right. Where the
deals do not belong to a package-deal, it shall on the date of merger, regard the share of the book value of the owner’
s equity of the merged enterprise in the merger’ s consolidated financial statement as the initial cost of the
long-term-equity investment. The difference between the initial cost of the long-term equity investment and the sum
of the book value of long-term equity investment before the acquisition and book value of consideration paid for
obtaining shares at the purchase date shall offset against the capital reserve. If capital reserve is insufficient, retain
eamings shall be adjusted. For the equity investment prior to the acquisition date that is recognized as other
comprehensive incomes because it uses equity method or because it is an available-for-sale financial asset, it is not
accounted temporarily.

For long-term equity investments acquired by business combinations under non common control, the initial cost
of long-term equity investment is the merged cost on the purchase date. The merged costs include assets paid by
the purchaser, liabilities incurred or assumed, and the fair value of equity securities issued. Where the equity of the
purchased party is obtained through multiple transactions by steps, to ultimately form business combination under
different control, the treatment shall be subject to whether it is a "package deal™: in case of a "package deal", the
accounting treatment is made on each transaction as a transaction with control right. Where the deals do not belong
to a package-deal, it shall regard the sum of the share of the book value of the owner’ s equity of the merged
enterprise and new investment costs as the initial cost of the long-term-equity investment that using cost accounting
method. Where the original held equity is accounted as the equity method, the related comprehensive income should
not be accounted temporarily. Where the original equity investment is an available-for-sale financial asset, the
difference between the fair value and the book value, and the accumulated fair value changes previous recognized in
other comprehensive income are transferred to the current profit or loss.

Intermediary costs such as auditing, legal services, assessment, consulting, etc. incurred by the ct:a_mbining party
or the purchaser for the business combination and the other management cost should be recorded in the current
profit or loss when incurred.

Except the long-term equity investment formed by the business combination, the other equity investment is
initially measured at the cost. Based on the different way that the long-term equity investment is obtained, the cost
should be determined respectively, such as the actual cash paid by the company, the fair value of equity securities
issued by the company, the value agreed in the investment contract or agreement, the fair value or original book
value of the assets in the exchange transaction of non-monetary assets, and the fair value of the long-term equity
investiment. Relevant costs directly attributed to the long-term equity investment, taxes, and other necessary
expenditures shall be recorded into investment costs. In case of exerting significant impact on the investee company
due to additional investment or implementing joint control rather than constitute control, the long-term equity
investment cost is the sum of fair value of original equity investment determined as per the Accounting Standards for
Business Enterprises No.22 — Recognition and measurement of financial instruments and the additional investment
cost.

(2) Subsequent measurement and recognition of profit and loss

The long-term equity investment that has common control over the invested en_tiFy {except for constituting_ a
common operator) or significant influence is accounted as the equity method. In addition, the pompsn\,fs financial
statements use the cost method to account for long-term equity investments that can control the investee.

(DLong-term equity investment accounted as cost method

When using the cost method, the long-term equity investment is measured at the initial investment cost, and the
cost of the long-term equity investment is adjusted when the investment is added or withdrawn. Except for the actual
payment for the investment or the cash dividend or profit included in the cunsideration that has bee'en_ annuun?ed but
not yet issued, the current investment income should be recognized in accordance with the cash dividends G 9

18




20198-2021 Financial Statement Notes of Binzhou High-tech Caijin Investment Group Co., Lid.

declared by the investes,
@Long-term equity investment employing the equity method

Under equity method, if the initial cost of a long-term equity investment is more than the investing enterprise’ s
attributable share of the fair value of the invested entity’ s identifiable net assets for the investment, the initial cost of
?he Ior_‘rg—term equity investment may not be adjusted; if the initial cost of long-term equity investment is less than the
investing enterprise’ s attributable share of the fair value of the invested entity’ s identifiable net assets for the
investment, the difference shall be included in the current profit or loss, and the cost of the long-term equity
investment shall be adjusted simultaneously.

When using the equity method, the investment income and other comprehensive income are recognized
separately based on the net profit or loss realized by the invested entity and the share of other comprehensive
income that should be shared or assumed, and the book value of the long-term equity investment is adjusted at the
same time; The booked value of the long-term equity investment should be reduced correspondingly to the part of
the distributed profit or cash dividend calculation declared by the investee; the book value of the long-term equity
investment should be adjusted for other changes in the owner's equity of the invested entity except for the net profit
or loss, other comprehensive income and profit distribution, which is included in capital reserve. When confirming the
share of the net profits and losses of the investee, the net profits of the investee should be adjusted for confirmation
based on the fair value of the identifiable assets of the investee etc. at the time of acguisition. If the investee adopts
the accounting policy and the accounting period inconsistent with that of the company, the financial statements of the
investee should be adjusted in accordance with the accounting policies and accounting periods of the company and
the investment income and other comprehensive income should be also confirmed. For transactions between the
company and its associated companies and joint ventures, if the assets invested or sold do not constitute a business,
the unrealized profits and losses of internal transactions are calculated based on the proportion, the shares that are
attributable to the company are offset. On this basis, confirm investment profit and loss. However, if the unrealized
internal transaction losses incurred by the company and the invested entity belong to the impairment loss of the
transferred assets, they should not be offset. If the assets invested by the company to joint venture or associate
constitutes a business, if the investor obtains a long-term equity investment without the right of control, the fair value
of the investment is used as the initial investment cost of the new long-term equity investment. The difference
between the initial investment cost and the book value of the investment business is fully accounted in the current
profit or loss. If the assets invested by the company to joint venture or associate constitutes a business, the
difference between the consideration obtained and the book value of the business is fully recorded in the current
profit or loss. Where the company constitutes business by the assets purchased from associated enterprises and
joint ventures, accounting treatment shall be conducted pursuant to the provisions of the Accounting Standards for
Business Enterprises No.20 — Enterprise consalidation, and the gains or losses related to transactions are fully
recognized.

When the net losses incurred by the invested entity are confirmed, the book value of the long-term equity
investment and other actual long-term equity of net investment to the invested entity could be reduced to zero. In
addition, if the company has the obligation to bear additional losses to the invested entity, recognize the estimated
liabilities according to the expected obligations, which is included in the current investment losses. For the net profit
realized by the invested entity in the subsequent period, the company should resume the share of unrecognized
losses of its share of profits, and then recover the amount of its share of profits.

For the company's long-term equity investments in associates and joint ventures that have been held prior to the
first implementation of the new accounting standards, if there is a debit difference of the equity investment related to
the investment, the amount should be amortized on a straight-line basis of the original remaining period, which is
included in the current profit or loss.

(@Acquisition of minerity shareholder’ s interest

When preparing the consolidated financial statements, because of the difference between the new ang=tem1
equity investment from the acquisition of minority equity and the share of net assets that should be contmuouslly
calculated by the subsidiary since the purchase date (or the merged date) based on the new shareholding ratio.
Capital reserve should be adjusted, in case of capital reserve less than offset, adjust the retained eamings.

(®Disposal of long-term equity investment

In the consolidated financial statement, if the parent company partially disposes the long-term equity inves!ment
of subsidiary without losing the control right, the difference between disposal price and net assels of subsidiary
carresponding with the disposal of long-term equity investment is charged fo owner's equity; ‘if the parent company
partially disposes the long-term equity investment of subsidiary, resulting in losing control right of subsid&eaEs
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subject to relevant account policy specified in the Note IV. 5. (2) "Method for the preparation of Consclidated
Financial Statement".

The disposal of long-term equity investment under other circumstances, for the disposal of equity, the difference
between the book value and the actual purchase price should be included in the current profits or losses.

For the long-term equity investment measurement under equity method, the remaining equity after the disposal
shall still be measured using equity method, when disposes of the long-term equity, other comprehensive income
that has be accounted into shareholder's equity shall be treated, according to the relevant ratio, on the same basis
on which the invested equity directly disposes of relevant assets or liabilities. The shareholder’ s equity recognized
because of other change in invested entity’ s equity except for net profit or loss, other comprehensive income and
profit distribution shall be carried forward in proportion to current profit or loss.

For the long-term equity investment accounted as the equity method, if the remaining equity after disposal is still
accounted as the equity method, for the other comprehensive income recognized by the equity method or financial
instrument and measurement criteria before the control of the investee is obtained, it should accounted with the
same basis that the invested entity disposes of directly the relevant assets or liabilities, which is transferred in the
current profit or loss in the proportion. The changes in the other owners' equity with equity method other than net

profit or loss, other comprehensive income, and profit distribution of the investee are transferred in the current profit
or loss.

If the company disposes of part of the equity investment and loses control of the invested entity, when the
individual financial statements are prepared, if the remaining equity after disposal can exert joint control or significant
influence on the investee, it should be calculated according to the equity method, and the residual equity is regarded
as being adjusted as equity method when it is obtained; if the remaining equity after disposal cannot exert joint
control or significant influence on the invested entity, it should be accounted in accordance with the relevant
provisions of the criteria for recognition and measurement of financial instruments. The difference between the fair
value on the date of loss of control and the bock value is included in the current profit or loss. Before the company
obtains control over the investee, for the other comprehensive income recognized as equity methed or financial
instrument recognition and measurement standard, it is recorded with the basis that the investee disposes of directly
the related assets and liabilities when it loses control over the investee. The changes in the other owners' equity as
the equity method other than net profit or loss, other comprehensive income, and profit distribution of the investee
are transferred in the current profit or loss when it loses control over the investee. Among them, if the remaining
equity after disposal is accounted as the equity method, other comprehensive income and other owners' equity are
transferred in proportion; if the residual equity after disposal is accounted as according to the criteria for recognition
and measurement of financial instruments, other comprehensive income and all other rights & interests are fully
transferred.

If the company disposes of part of the equity investment and loses the joint control or significant influence on the
investee, the remaining equity after disposal should be calculated according to the criteria for confirmation and
measurement of financial instruments, and the difference between the book value and the fair value on the date of
loss of joint control or significant influence is included in the current profit or loss. For the other comprehensive
income recognized in the original equity investment as the equity method, it is accounted with the same basis that
the investee disposes of directly the related assets or liabilities when the equity method is terminated. The changes
in the other owners' equity as the equity method other than net profit or loss, other comprehensive income, and profit
distribution of the investee are transferred in the current profit or loss fully when the equity methed is terminated.

The company disposes of the equity investment in the subsidiary company through multiple transa_ctions step by
step until it loses control. If the above transaction belongs to a "package deal”, the each transaction should be
accounted to dispose of the equity investment in the subsidiary and lose control. Before thg lqss of control, for the
difference between the book value of the disposal equity corresponding to the long-term equity investment and each
disposal price, it is at first recognized as other comprehensive income, and then transferred to the current profit or
loss at the time of loss of control.

15. Investment properties

Investment real estate refers to real estate held to eamn rent or capital appreciation, or both‘_ Ipclud'rng [and use
rights that have been leased, land use rights that are held and prepared for transfer after apprematinn,‘bmldmgs iha}
have been leased, etc. In addition, for the vacant buildings the bank holds to prepare operating lease, if the board ﬂ“
directors (or equivalent) made a resolution in writing, made clear that it will be usgd for business and lease, as we
as the intention of holding in the short term will not change, it is also presented as investment real estate.

Investment real estate is initially measured at cost. Subsequent expenditures related to investment regix
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should be included in the cost of investment real estate if the economic benefits associated with the asset are likely

lo flow in and its cost can be reliably measured. Other subsequent expenditures are included in the current profits
and losses when occurring.

The company adopts a cost model for subsequent measurement of investment real estate, and depreciates or
amortizes in accordance with policies that are consistent with the use right of buildings or land.

When real estate for personal use or inventory is converted to investment real estate or investment real estate is
mnver‘tgd to real estate for personal use, the book value before conversion is regarded as the recorded value after
conversion.

When the use of investment real estate is changed to personal use, the investment of real estate will be
converted to fixed assets or intangible assets from the date of change. When the use of real estate for personal use
is changed fo eaming rent or capital appreciation, the fixed assets or intangible assets is converted to investment
real estate from the date of change. When conversion occurs, for those are converted to the investment real estate
measured by the cost model, the book value before conversion is regarded as the recorded value after conversion:
for those are converted to the investment real estate measured by fair value m maodel, fair value on the conversion
date is regarded as the value recorded after the conversion.

When the investment real estate is disposed of or permanently withdrawn from use and it is expected that no
economic benefit can be obtained from its disposal, the recognition of the investment real estate should be
terminated. The income from disposal of investment real estate sold, transferred, scrapped or damaged is deducted
for its book value and related tax expenses and charged to the current profit or loss.

16. Fixed assets
(1) Fixed asset recognition conditions

Fixed assets refer to the tangible assets that are held for the sake of producing commeodities, rendering labor
service, renting or business management and their useful life is in excess of one fiscal year. No fixed asset may be
recognized unless the economic benefits pertinent to the fixed asset are likely to flow into the company and the cost
of the fixed asset can be measured reliably. Fixed assets are initially measured at cost and taken into account the
impact of the estimated cost of disposal.

(2) Depreciation methods of various fixed assets

From the next month after the fixed assets reach the scheduled usable condition, the depreciation should be
made within the service life as the life-average method. The use life, estimated net residual value and annual
depreciation rate of various types of fixed assets are as follows:

i i
| Depreciation year limit | Residual valus rents.-I Yearly depreciation

Category i Depreciation method | (vears) _ (%) ? rate (%)
—————— . i ...... — ———— —T
Houses and buildings Straight-line method I 20-30 : 5 i 3.17-4.75
I _ 1 { i .
- i ] !
Fipe gallery assets . Straight-line method | 30 . 5 347
i ’ s s |
Furniture and appliance Straight-line method 10 5 I 9.50
| . . j | I -
Transportation | Straight-line method 10 | 5 ; 8.50
Office and electronic devices | Straight-line method | 5 5 19.00
Special equipment . Straight-line method 5 ' 5 19.00

The expected net residual value is the amount that the company has currentl;,f requced the esﬁmated_dispr}sal
expenses from the disposal of the asset, the estimated use life of the fixed asset is finished at the end of its useful

life.
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(3) Impairment test method and withdrawal method of impairment provision of fixed assets

For the details of impairment test method and withdrawal method of impairment provision of fixed assets, please
refer to Note IV. 21 "Long-term Asset Impairment”.

(4} Identification basis and pricing method of financing lease fixed assets

Financing leasing means leasing that all risks and rewards related to the ownership of the assets are transferred
materially and its ownership may be finally transferred or not transferred. Fixed assets leased by financial leases are
depreciated by the same policy as that of self-owned fixed assets. If it is reasonably certain that the ownership of the
leased asset should be obtained when the lease expires, depreciation should be made within the useful life of the
leased asset; if it cannot reasonably be determined that the leased asset can be acquired after the expiration of the
lease term, the shorter period of the lease term and the useful life of the leased asset is used for the depreciation.

(5) Other instructions

For the subsequent expenditures related to fixed assets, if the economic benefits associated with the fixed
assets are likely to flow in and their costs can be reliably measured, they are included in the cost of fixed assets and
the recognition of the book value of the replaced part is terminated. The other subsequent expenses are included in
the current profit or loss when incurred.

The fixed assets are derecognized when the fixed assets are disposed or if no economic benefits are expected
to generate from the use or disposal. The difference between the disposal income of fixed assets sold, transferred,
scrapped or damaged after deducting their book value and related tax fees is included in the current profit or loss.

The company reviews the use life, estimated net residual value, and depreciation method of fixed assets at least
at the end of the year, and if any change, it is recorded as a change in accounting estimates.

17. Construction in progress

Costs of construction in progress are determined on the basis of actual project expenditures, including project
expenditures incurred during construction, capitalized borrowing costs and other related expenses before the project
reaches its expected usable condition. Construction in progress is carried over to the fixed assets after it reaches its
intended usable condition.

For details of the impairment test method and withdrawal method of impairment provision of construction in
progress, please refer to Note V. 20 "Long-term Asset Impaimment”.

18. Borrowing costs

The borrowing costs shall include interest on berrowings, amortization of discounts or premiums on borrowings.,
ancillary expenses, and exchange balance on foreign currency borrowings. The capitalization of borrowing costs that
can be directly attributable to the acquisition, construction, or production of assets that meet the conditions for
capitalization is started when the capital expenditure and borrowing costs have already been incurred, and the
necessary acquisition, construction, or production activities in order to make the assets ready for their intended use
or sale have been started. The capitalization is stopped when the constructed or produced assets that meet the
conditions for capitalization reach a state of intended use or sale. Other borrowing costs shall be recognized as
expenses at the present period.

The actual interest expenses of the special borrowings incurred in the current period should pe c:apitatiza_ad after
subtracting the interest income eamed by the unutilized borrowing funds from bank or the investment income
obtained from the temporary investment; the general borrowings should be determin.?d for the amount of
capitalization as following, the weighted average of asset expenditures that the accunjulatwe assets e:xpet-ndlture
exceeds the special borrowings is multiplied by the capitalization rate of general t?orrowmgs. The capitalization rate
is determined on the basis of weighted average interest rate of the general borrowings.

During the capitalization period, the foreign exchange differences on foreign currency specific borrpwings should
be capitalized: exchange differences on foreign currency general borrowings should be recorded in the current
profits and losses.

Assets eligible for capitalization refer to the fixed assets that require a long period of time for acquisition,
construction, or production for use or sale, investment real estate, inventory, efc.

Where the acquisition and construction or production of a qualified asset is interrupted abnormally and the
interruption period lasts for more than 3 months, the capitalization of the borrowing costs shall be suspende{;ﬁ_ml .e _
acquisition and construction or production of the asset restarts. TR iCnd o,
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19. Intangible assets
(1) Intangible assets

Intangible assets are identifiable non-monetary assets that are owned or controlled by the company, without
physical shape.

Intangible assets are initially measured at cost. The expenditures related to intangible assets are included in the
costs of intangible assets, if relevant economic benefits are likely to flow into the company and their costs can be
reliably measured. Expenditure for other items is included in the current profit or loss when incurred.

Land use rights acquired are usually accounted as intangible assets. The plant and other buildings of
self-development and construction, the related land use rights expenditures and building construction costs are
accounted as intangible assets and fixed assets, respectively. For the purchased houses and buildings, the relevant

price should be allocated between the land use rights and the buildings. If it is difficult to allocate them reascnably, all
of them should be treated as fixed assets.

Intangible assets with limited useful lives are amortized by the straight line staging average method over thelr
expected useful lives from the moment they are available for use, less their estimated net residual value and the
accumulative amount of accrued impairment losses. Intangible assets with indefinite useful lives are not amortized.

ltems Estimated service life
J;_and use right _ According to the land time limit
- : s
Unpatented technology ___é;ﬁ;;;;;t;:;-;ontmct or agreement- _pe riod

On 31 December 2021, the useful life and amortization method of intangible assets with limited useful life are
reviewed, if any change occurs, they are treated as changes in accounting estimates. In addition, the service life of
an intangible asset with an indefinite useful life is reviewed. If there is evidence that the period during which th.e
intangible asset brings economic benefits to the enterprise is predictable, the service life of the intangible asset is
estimated and the intangible asset with a finite service life is amortized as the amortization policy.

(2) Research & development expenditure

The expenditures of the company's internal research and development projects are divided into research phase
expenditures and development phase expenditures.

Expenditure for the research phase is included in the current profit or loss when incurred.

Expenditure in the development phase that satisfies the following conditions at the same tirr!g is rgc:_agnized as
intangible assets. Expenditure at the development stage that does not satisfy the following conditions is included in
the current profit and loss.

(Dlt is feasible technically to finish intangible assets for use or sale;
(@)t is intended to finish and use or sell the intangible assets;

(@The ways in which intangible assets generate economic benefit includes the way that it can prove the
existence of the market of the products from the intangible assets or it can prove the existence of the market of
intangible assets itself. If intangible assets are used internally and it can prove their usefulness;

@Sufficient technical, financial and other resources to support the development of the intangible assets and the
ability to use or sell the intangible assets;

(5)Expenditure attributable to the development stage of the intangible asset can be reliably measured.

If it is not possible to distinguish between research phase expenditures and development phase expenditures,
all R&D expenditures incurred should be charged to the current profit or loss.

(3) Impairment test method and withdrawal method of impairment provision of intangible assets
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kind to customers, which means customers have occupied such commedity in kind; the company has transferred
main risk and reward on ownership of such commodity to customers, which means customers have obtained main
risk and reward on ownership of such commaodity; customers have accepted such commeodity; other signs indicating
customers have obtained commeadity control right.

The following income accounting policy is applicable to 2020 and before:
(1) Commodity sales income

When major risks and rewards of the commodity ownership has been transferred to the buyer, without retaining
the continuous management right normally associated with the ownership or effective control of the sold commodity,
the amount of income can be reliably measured, relevant economic benefits are likely to flow into the company, and

relevant costs that have incurred or will incur can be reliably measured, the commodity sales income is recognized
as achieved.

(2} Income from rendering labor service

In case the result of provided labor transaction can be reliably estimated, the provided labor income is

recognized as per the work completion percentage method on the balance sheet date. The progress of labor
transaction completion is determined.

(DThe result of labor service provision transaction can be reliably measured means to simultaneously satisfy:
income amount can be measured reliably; @) relevant economic benefits are likely to flow into the company; @
transaction completion degree can be reliably determined; and @) the cost that has incurred and will incur in the
transaction can be reliably measured.

If the result of provided labor transaction cannot be reliably estimated, the provided labor income shall be
recognized according to the amount of labor cost that has incurred and is expected to be compensated, and the
incurred labor cost is deemed as current expense. If the labor service costs already incurred are not expected to be
compensated, the incomes are not recognized, and the labor service costs incurred are included in current profits
and losses.

When the contract or agreement signed between the company and other companies includes commodity sales
or labor provision, if the part of commodity sales and the part of labor provision can be distinguished and measured
separately, the part of commodity sales and the part of labor provision shall be handled separately; if the part of
commodity sales and the part of labor provision cannot be distinguished, or they can be distinguished but not
measured separately, such contract shall be wholly handled as commodity sales.

(3) Construction contract income

In case the result of construction contract can be reliably estimated, contract income and contract expense are
recognized as per the work completion percentage method on the balance sheet date. The progress of contract
completion is determined.

The result of construction contract can be reliably measured means to simultaneously satisfy: (1) total income
of contract can be measured reliably; @ relevant economic benefits of contract are likely to flow into the company;
@ the actually incurred contractual cost can be clearly distinguished and reliably measured; and @) contract
completion progress and the cost to be incurred for completing the contract can be reliably determined.

If the result of construction contract cannot be reliably estimated, but the contract cost can be recovered, th_e
contract income is recognized as per the actual contract cost that can be recovered, and the contract cosjt s
recognized as contract expense in the period when it is incurred; if the contract cpst cannot b:a reccwered,1 it is
immediately recognized as contract expense when it is incurred, and contract income Is not ren_ogmzed. If there is no
uncertain factor fo cause the result of construction contract not reliably estimated, relevant income and expense
related to the construction contract shall be determined according to the work completion percentage method.

If estimated total contract cost exceeds total contract income, the estimated loss is recognized as current
expense.

The cumulative costs incurred in the contract of construction in progress, the cumuiaﬁve_ recognized g;?;fs
profits (losses) and the settled price are presented in the balance sheet as net amount aft;er offsetting. The part o , ;
sum of cumulative costs incurred in the contract of construction in progress and cumulative recognized gross profi

(losses) exceeding the settled price is presented as inventories; the part of the sum of settled price in the contract of
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construction in progress exceeding the cumulative costs incurred and cumulative recognized gross profits (losses) is
presented as an advance receipts.

{(4) Use fee income

Income is recognized on an accrual basis, according to relevant contract or agreement.

(5) Interest incomes

It is determined based on the time for other's use of the company monetary assets and actual interest rate.

25. Contract costs
The accounting policies about contract cost apply in 2021 and beyond.

The incremental costs incurred by the company for acquisition of the contract that is expected to be recovered is
recognized an asset as the contract acquisition costs. Where the cost incurred for contract performance falls beyond
the scope of accounting standards for business enterprises other than Accounting Standards for Business
Enterprises No.14 — Income (2017 Amendment) and simultaneously meets the following conditions, an asset is
recognized as contract performance cost: (1) such cost is directly associated with a current or expected contract,
including direct labor, direct material, manufacturing expense (or similar expense), cost explicitly borne by customers
and other costs incurred simply due to such contract; & such cost increases future resources of the Group for
performance obligation; (@ such cost is expected to be recovered.

Assets related to contract costs are amortized on the same basis as income recognition of commodity
associated with such assets, and included in current profits and losses.

26. Government Grants

Government grants refer to monetary assets and non-monetary assets obtained by the company free from the
government, excluding the capital invested by the government as investor and entitled to corresponding owner's
equity. Government grants are divided into asset-related government grants and revenue-related government grants.
The company defines the government grants obtained for construction or forming long-term assets by other means
as asset-related government grants; the other government granis are defined as revenue-related government grants.
If government document does not expressly specify the recipient of subsidy, the subsidy fund is divided info
income-related government subsidy and asset-related government subsidy in the following manners: (1) if the
government document clarifies the specific project for subsidy, it is divided as per the relative proportion of assg:
expenditure amount and expenditure amount charged to expense in the budget of this specific project, and thl_s.
division proportion needs to be reviewed on each balance sheet date and changed when necessary; [2} if
government document only makes general statement on the purpose of usage, rather than indicate the specjﬁc
project, it is the income-related government subsidy. If government grants are monetary assets, measure accofdmg
to received or receivable amount. Government grants as non-monetary assets shall be measured at fair value:; if _fanr
value can't be obtained reliably, it shall be measured at nominal amount. Government grants measured at nominal
amount are directly charged to current profits and losses.

The company usually recognizes and measures government grants as per the paid-in amount wh-en actually
received. Nevertheless, in case of conclusive evidence on 31 December 2021 to show complifance with relevant
criteria of fiscal support policy provisions and expected receipt of fiscal support funds, measure in ac;ordance with
the amount receivable. Government grants measured in accordance with the amount receivable shall simultaneously
satisfy the following criteria: (1) the amount of receivable grants has been confirmed by document of government
authority, or may be reasonably measured pursuant to relevant provisions of officially pmrnglgated ﬁscai fund
administration measures, and the amount is expected to have no significant uncertainty; (2) it is subject to the
administrative measures for fiscal support project and fiscal fund officially promulgated by local fiscal autl?npty a_nd
actively disclosed pursuant to the Government Information Disclosure Regglaﬂong, ‘and such administrative
measures should be generalized preferential (any enterprise that meets the specified criteria can apply), rather than
formulated for a specific enterprise; (3) the time limit of payment has been clearly pliOFf‘llSBd in relevant subsidy
approval document, and the payment of such amount is guaranteed by corresponding fiscal budget, so as_ga
reasonably ensure receipt within the prescribed time limit; (4) other relevant criteria to meet according to specific
circumstances of the company and such subsidy matter (if any) .

Asset-related government grants are recognized as deferred iru:or_ne. and included i‘n current profits and Ir::ssens‘.
within the service life of relevant asset in a reasonable and systematic manner. If 1_:he lpgome-relqted goverr;me
grant is used to compensate for relevant costs or losses after the compensation period, it is recognized as g_,- r_r
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income and included in current profits and losses in the period of recognizing relevant costs or losses, if it is used for
compensating the incurred relevant costs or losses, it is directly included in current profits and losses.

The government grants that include both asset-related part and income-related part shall be an:ouur_]ted for
respectively by distinguishing the different parts; in case of difficult to distinguish, they shall be classified as
revenue-related government grants as a whole.

The government grants associated with the company's daily activities shall be charged to other revenue or offset
relevant costs, according to the nature of economic business; the government grants that are unassociated with daily
activities are charged to non-operating income and expenditure.

In case the recognized government grants need to be returned, the related deferred income balance shall write
down the relevant deferred income book balance and the exceeding part is included in the current profits and losses;
and shall be directly charged to the current profits and losses.

27. Deferred income tax assets/deferred income tax liabilities

(1) Current income tax

On the balance sheet date, the current income tax liabilities (or assets) formed in current and prior period are
measured at the expected amount of income tax payable (or refundable) calculated in accordance with the tax law.
The amount of taxable income based on which the current income tax expense is calculated is drawn after
corresponding adjustment of this year's pre-tax accounting profit made pursuant to relevant tax law.

(2) Deferred income tax assets/deferred income tax liabilities

For the gap between book value of some assets and liabilities and their tax basis, as well as the temporary
difference arising from the gap between book value of the items which are not recognized as assets and liabilities but
whose taxable basis can be determined according to the tax law, the balance sheet liability method is used to
recognize deferred income tax assets and deferred income tax liabilities.

For the taxable temporary difference related to initial recognition of goodwill and initial recognition c:f assets or
liabiliies arising from the trade, instead of enterprise merger, uninfluenced accounting profit and taxable income (or
deductible loss) when incurred, relevant deferred income tax liabilities are not recognized. In addition, for the taxable
temporary difference related to investment of subsidiaries, associated enterprises and joint ventures, if the company
is able to control the time of temporary difference return, and such temporary difference is unlikely to reverse in the
foreseeable future, relevant deferred income tax liabllities are not recognized as well. Except for the above
exceptions, the company recognizes deferred income tax liabilities arising from all other taxable tempaorary
differences.

For the deductible temporary difference related to initial recognition of assets or liabilities arising from the trade,
instead of enterprise merger, without affecting accounting profit and taxable income (or deductible Ios_s} when
incurred, relevant deferred income tax assets are not recognized. In addition, for the deductible temporary :_j;ffergnce
related to investment of subsidiaries, associated enterprises and joint ventures, if the temporary difference is unlikely
to reverse in the foreseeable future, or the taxable income is unlikely to acquire to offset the deductible temporary
difference in the future, relevant deferred income tax assets are not recognized. Except for ihe above expeg?tlons, the
company recognizes deferred income tax assets arising from other deductible temporary differences, limited to the
taxable income that is likely to obtain to offset the deductible temporary difference.

For the deductible losses and tax credits that can be carried forward in _subsequentk years, relevant defer]'ed
income tax assets are recognized, limited to the future taxable income that is likely to obtain to offset the deductible
losses and tax credits.

On the balance sheet date, deferred income tax assets and deferred income tax_lia@aiiitigs are measurgd Ef? per
the applicable tax rate during the period of expected recovery for relevant assets or liquidation of relevant liabilities,
according to the tax law.

On the balance sheet date, the book value of deferred income tax assets is reviewed; if it is likely notftg ?bta:z
sufficient taxable income to offset the benefits of deferred income tax assets in the future, thg book value ? ?1 elrﬁe
income tax assets shall be written off. If sufficient taxable income may be obtained, the write-off amounts sha

reversed.
(3) Income tax expenses
Income tax expenses include current income tax and deferred income tax.
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Except that the current income tax and deferred income tax recognized as other comprehensive revenue or
related to the transaction and matter directly included in shareholder's equity are charged to other comprehensive
revenue or shareholder's equity, as well as the deferred income tax arising from enterprise merger to adjust book
value of goodwill, other current income tax and deferred income tax expenses or revenues are charged to current
profits and losses.

(4) Income tax offsetting

When having legitimate right of net settlement, and intending to execute net settlement or concurrently obtaining

assets and settling liabilities, the company’s current income tax assets and current income tax liabilities are reported
at the net amount after offsetting.

When having legitimate right of net settlement for current income tax assets and current income tax liabilities,
and the deferred income tax assets and deferred income tax liabilities are related to the income tax levied on the
same taxpayer by the same tax collection department or related to different taxpayers, but in every future period of
reversal for the important deferred income tax assets and liabilities, the involved taxpayer intends to execute net
settlement of current income tax assets and liabilities or simultaneously obtains assets and settles liabilities, the
company's deferred income tax assets and deferred income tax liabilities are reported at the net amount after
offsetting.

28. Leasing
The following lease accounting policy is applicable to 2021 and beyond:

Lease means that the company has transferred or obtained the control of one or more identified asset use rights
within a certain period to exchange for or pay the consideration contract. On the start date of a contract, the
company assesses whether the contract is for lease or contains lease.

(1) The company acts as a lessee
(Ulnitial Measurement

On the lease start date, the company recognizes its right to use the lease assets during the lease term as
right-of-use assets, and the present value of unpaid lease payment amount as lease liabilities (except short-term
lease and lease of low-value assets). When calculating the present value of lease payment amount, the company
adopts interest rate implicit in lease as discount rate; if the interest rate implicit in lease cannot be determined, the
lessee’s incremental borrowing interest rate is regarded as discount rate.

(2'Subsequent measurement

The company accrues depreciation for the right-of-use assets from the current month of starting lease term. If
leased asset ownership can be properly determined upon expiration of lease term, the company accrues
depreciation within the remaining service life of leased assets. If the ownership of lease assets cannot be reasonably
determined at the expiration of lease term, the company makes depreciation provision during the period of lease
term or remaining service life of lease assets, whichever is shorter.

As to lease liabilities, the company calculates their interest expense during each period of Igase term according
to fixed periodic rate, and records them in current profits and losses or relevant asset costs. Variable lease payment
amount excluded from the measurement of lease liabilities is recorded in current profits and losses or relevant asset
costs when it actually occurs.

After the lease start date, when actual fixed payment amount changes, the expected amount payable of
guaranteed residual value changes, the index or ratio usad fo determine thellealse pay.meng amount changes, ‘Ehe
evaluation result of purchase option right, lease renewal option right or termination option right or actual exercise
situation changes, the company re-measures lease liabilities according to the present value of lease payment
amount after change, and adjusts book value of right-of-use assets accordingly. If the book value of nght—of—gs&
assets has been reduced to zero, but lease liabilities still need to be further reduced, the company records remaining

amount in current profits and losses.

@Short-term lease and low-value asset lease

For short-term lease (lease of which lease term does not exceed 12 months on the lease staﬂ_date}fand
low-value asset lease, the company leverages a simplified treatment method, rather than recognize the right-of-use
assets and lease liabilities, but to record lease payment amount in relevant asset t_:c:st or current profits and losses by
the straight-line method or other systematic reasonable methods during each period of lease term. T
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@Lease change

If the lease is changed and the following conditions are met simultaneously, the company conducts accounting
treatment of this lease change as a separate lease:

+ Lease scope is expanded for this lease change by adding one or more lease asset use right;

* The added consideration is equivalent to the amount after adjustment of separate price in the expanded part of
lease scope according fo this contract.

Where accounting treatment is not conducted on lease change as a separate lease (except that the contract
change directly caused by COVID-19 epidemic is subject to simplified method,) on the effective date of lease change,
the company re-allocates the consideration of contract after change, re-determines the lease term, and re-measures
lease liabilities according to the present value calculated by the changed lease payment amount and the revised
discount rate.

If lease change causes reduced lease scope or shortened lease term, the company decreases the book value of
right-of-use assets accordingly, and includes relevant gains or losses on partially or entirely terminated lease into
current profits and losses. If other lease changes cause re-measurement of lease liabilities, the company adjusts the
book value of right-of-use assets accordingly.

(2) The company acts as a lessor

Based on transaction nature, the company divides lease into financial lease and operating lease on the lease
start date. Financial lease refers to the lease of which almost all risks and rewards pertaining to the ownership of
lease assets have been substantially transferred. The term "operating lease" shall refer to a lease other than a
financing lease.

(DOperating leasing

The company adopts the straight-line method to recognize lease receipts from operating lease as the rental
income for each period of the lease term. Variable lease payment amount related to operating lease and excluded
from the lease receipt amount is recorded in current profits and losses when it actually occurs.

(@)Financial leasing

On the lease start date, the company recognizes financial lease receivables, and de-recognizes financial lease
assets. Financial lease receivables are initially measured by net lease investment (the sum of unguaranteed residual
value and present value of lease payment amount not yet received on the lease start date discounted at the interest
rate implicit in lease), and interest income during the lease term is calculated and recognized as per fixed periodic
rate. Variable lease payment amount obtained by the company and excluded from the measurement of net lease
investment is recorded in current profits and losses when it actually occurs.

(ZlLease change

If operating lease is changed, the company regards it as a new lease for accounting treatment from the effective
date of change, and deems as the new lease receipt amount of advance receipts or lease receivables related to the
lease before change.

Where financial lease changes and meets the following conditions, the company conducts accounting treatment
for this change as a separate lease:

» This change expands lease scope by increasing the right of use for one or more leased assets;

- The added consideration is equivalent to the amount after adjustment of separate price in the expanded part of
lease scope according to this contract.

Where accounting treatment is not conducted for financial lease change as a separate lease, the company
treats the changed lease under the following circumstances:

« Where the change takes effect on the lease start date, and this Ieasg is classified as operating lease, the
company conducts accounting treatment on it as a new lease from the effective date of lease change, and regards
net lease investment amount before the effective date of lease change as the book value of leased assets;

. Where the change takes effect on the lease start date, and this lease is classified as financial lease, the
company conducts accounting treatment in accordance with the provisions concerning contract amendmelntl or

o,

re-negotiation in the Accounting Standards for Business Enterprises No.22 — Recognition and Measurel i
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Financial Instruments.
The following lease accounting policy is applicable to 2020 and before:

Financing leasing means leasing that all risks and rewards related to the ownership of the assets are transferred
materially and its ownership may be finally transferred or not transferred. The other lease in addition to financing
lease is operating lease.

(1) The company records the operating lease business as a lessee

Rental expenses of operating leasing shall be recorded into related asset cost or current profit and loss using
straight line method in each period during lease. Initial direct expenses are charged fo current profits and losses.
Contingent rents shall be recorded into current profit and loss of the period in which they actually arise.

(2) The company records the operating lease business as a lessor

Rental income of operating leasing shall be recognized as current profit and loss using straight line method in
each period during lease. The initial direct costs with large amounts shall be capitalized upon occurrence and shall
be recorded into current profit and loss by stages in same base as the recognized rental income in the whole lease
period; other initial direct costs with small amounts shall be recorded into current profit and loss upon occurrence.
Contingent rents shall be recorded into current profit and loss of the period in which they actually arise.

(3) The company records the financing lease business as a lessee

On the lease start date, the lower between fair value of leased asset on the lease start date and current value of
minimum lease payment is deemed as recorded value of leased asset, the minimum lease payment is deemed as
recorded value of long-term payables, and the difference is deemed as unrecognized financing expense. In addition,
the initial direct expenses incurred during lease negotiation and signing of lease contract, and attributable to Fhe
lease project are also included in the value of leased asset. The balances of minimum lease payment after deducting
unrecognized financing expense are listed as long-term liabilities and long-term liabilities due within one year
respectively.

Unrecognized financing expenses are calculated by the actual interest rate method during the lease peri_od t.D
recognize current financing expenses. Contingent rents shall be recorded into current profit and loss of the period in
which they actually arise.

(4) The company records the financing lease business as a lessor

On the lease start date, the sum of minimum lease receipt amount on the lease start date and initial direct
expense is deemed as recorded value of financing lease receivables, and the unguaranteed residual value is
recorded simultaneously; the difference between the minimum lease receipt amount, initial direct expense and
unguaranteed residual value sum and the present value sum is recognized as unrealized financing revenuss. The
balances of financial lease receivables after deducting unrealized financing revenues are listed as long-term claims
and long-term claims due within one year respectively.

Unrealized financing revenues are calculated by the actual interest rate method during the lease period to
recognize current financing incomes. Contingent rents shall be recorded into current profit and loss of the period in
which they actually arise.

29, Other important accounting policies and accounting estimates
(1) Discontinued operation

()Discontinued operation refers to the integral part that meets one of the following conditions, has been

disposed of or classified as held-for-sale by the company and can be distinguished sepa_rate!y when operating and
preparing financial statement: this integral part represents an independent main busmessl or a‘separate main
operating area; @ this integral part is a part of disposal plan intended for an independent main business or a main

operating area; (@ this integral part is subsidiary acquired solely for resale.
30. Changes in significant accounting policies and accounting estimates
(1) Accounting policy change

(T)Accounting policy changes due to implementation of new financial instrument standards.
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Ministry of Finance promulgated the Accounting Standards for Business Enterprises No.22——Recognition &
Measurement of Financial Instruments (2017 Amendment) (Accounting [2017] No.7), Accounting Standards for
Business Enterprises No.23——Transfer of Financial Assets (2017 Amendment) (Accounting [2017] No.8),
Accounting Standards for Business Enterprises No.24——Hedging Accounting (2017 Amendment) (Accounting
[2017] No.9) respectively on 31 March 2017, and promulgated Accounting Standards for Business Enterprises
No.37——Presentation of Financial Instruments (2017 Amendment) (Accounting [2017] No.14) on 2 May 2017 (the
above standards are collectively referred to as “new financial instrument standards”). Upon resolutions of corporate
board of directors, the company began to implement the aforesaid new financial instrument standards from 1
January 2021.

The impact under the first implementation of new financial instrument standards to financial statement on 1
January 2021 is as follows:

CONSOLIDATED BALANCE SHEET Parent Company Balance Sheet

items P : - - S — ;
| 31 December 2020 1 January 2021 ' 31 December 2020 1 January 2021
T | | | o
Available  for  sale| ;
financial assets | 79,500,000.00 60,000,000.00
s = i ; ! o
Eher equity Instrument, 79,500,000.00 60,000,000.00
investments g ! R { e
Other payables 1,916,308,562.41 | 1,916,125,278.19
Short-term borrowings | 79,700,000.00 79,767,155.00
Long-term borrowing ¢ 305,400,000.00 305,516,128.22!

(2Accounting policy changes caused by the implementation of new income standards

On 5 July 2017, Ministry of Finance promulgated the Accounting Standards for Business Enterprises No.14 —
Income (2017 Amendment) (Accounting [2017] No.22) (hereinafter referred to as “new income standards”). Upon
resolutions of corporate board of directors, the company began to implement the aforesaid new income standards

from 1 January 2021.

For the retained earnings at the beginning of current period of initial execution from adjustment. of cumulative
impact amount of first execution (i.e. 1 January 2021), as well as other relevant item amounts of financial statements,
the comparable period information is not adjusted.

The new income standards established a new income recognition model for the income generated by the
contracts with customers. In order to implement the new income standards, the company reasses;gd the main
contract income recognition, measurement, accounting and presentation, etc. According to the provisions of new
income standards, the Group chose to adjust only the cumulative impact number of contracts urr-co_mpleted on 1
January 2021, and conducted simplified treatment of the contract change occurred before the beginning of elarh‘est
comparable period or before 1 January 2021, namely to identify the fulfilled and unfulfilled pgrforrqance obligation
according to final arrangement of the contract, determine transaction price and share transaction price between the

fulfilled and unfulfilled performance obligations.

| CONSOLIDATED BALANCE SHEET Parent Company Balance Sheet

ltems e oY T I
| 31 December 2020 | 1 January 2021 { 31 December 2020 1 January 2021
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For the following note items (including main item notes of corporate financial statement), the amount is
denominated in RMB unless otherwise specified.

() Monetary fund
ltems 31December2021 | 31December2020 | 31 December 2019
Cash on hand I 12,437.86 | 23,897.97 | 132,507.54
| i | "
| i |
Bank savings | 31,291,755.54 | 41,661,151.89 | 19,907,967 .67
B I i e
Other monetary funds 11,500,000.00 | 11,500,000.00
{ {
i e ——— i
Interest receivable on bank deposit 604,006.54 | |
et = I : - ,
Total 43,408,200.34 | 53,185,049.66 20,040,565.21

Note: As of 31 December 2021, 11.5 million certificates of deposit of other monetary funds in monetary funds
had been pledged.

(I} Accounts receivable

1. Disclosure of receivable classification

31 December 2021

Category Book balance Bad debt provision |
i . Book value
Proportion i Proportion |
Amount (%) Amount | (%)

Receivables with single significant | ! _ | |
amount and single provision for! E 5 |
bad debt reserve j 5 ! .

Receivables with bad debté | ;
provision as per credit risk; 1,115,961,436.24 100.00 | 101,791.63 0.01; 1,115,859,644.51
characteristic combinations | | i

Of which: Portfolio 1 i 1,113,925,603.74 | 99.82 1,113,925,603.74
| i —

Crm e e— xpn

Portfolio 2 | 2,035,832.50 0.18|

101,791.63 | 5.00! 1,634,040.87

Receivables  with  individual | |
insignificant amounts and s:ngle . | ;
provision for bad debts | i

-_ i I
Total : 1,115,961,436.24 100.00 | 101,791.63 | 0.01] 1,115,859,644.61
! i E | i

(Continued)
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31 December 2020

Category Bock balance Bad debt provision Book value
Propartion Proportion
Arnaunt (%) Armount (%)
........ SRR oL -SSR S |
Receivables with single significant
amount and single provision for| ' i
bad debt reserve i |
| i b e I i
Receivables with bad debt! - |
provision as per credit risk; 890,202,601.36 | 100.00 239,490.40 ﬂ.ﬂSi 869,963,110.96
characterisfic combinations | !
s : ,. A
Of which: Portfolio 1 885.412.793.465 99.4\’:1; | 885,412,793.46
| | e E—
Fartfolio 2 4,789,807.90 | 0.54-:; 239,490.40 | 5.00 | 4,550,317.50
I .
i i ! | o
Receivables  with  individual i
insignificant amounts and single | !
provision for bad debts i
o —————eimnnna ._....i —————— ! E i
Total £90,202,601.36| 100.00 | 239,490.40 | 0.03! 8B9,963,110.96
! ! | '
{Continued)
31 December 2019
................. - i _——
Book balance Bad debt provision i Book value
Category E _
Proportion Proportion :_
Amount | (%) Amount | %) |
i § | L
Receivables with single significant E:
amount and single provision for!
bad debt reserve |
B - . i
Recefvablas  with bad  debt : | |
provision as per credit risk| 569,922,833.35 100.00 208,658.09 ! 0.04 | 569,714,175.26
charactaristic combinations | i
- . . | | e
Of which: Portfolia 1 565,749,671.65 99.27 ; 565,749,671.65
Portfolio 2 4473,161.70 073  208,658.09) 5.00 3,964,503 61
e s v : , ' ) ! | I —
Receivables  with  individual | I |

insignificant amounts and single |
provision for bad debts

35




2019-2021 Financial Statement Notes of Binzhou High-tech Caijin Investment Group Co., Ltd.

31 December 2018

Category Book balance Bad debt provision I Book value
; Proportion | . Proportion
Amount (%) Amount | (%)
Total 569,822 B33.35 i 100,00 | 0.04 569,714,175.26

208,658.09
|

2. Top 2 accounts receivable before 31 December 2021 classified by overdue parties

Name of debtors

Binzhou Finance Bureau High-tech |
Industrial Development Zone Branch

Closing balance

iPmpDrtion to the total clasingi . i
{ | Closing balance of provision
| balance of accounts i for bad debts

receivable (%)

Binzhou High-tech Zone Developrnenl.
and Investment Co., Ltd.

Total

622,686,281.78

55.80

|

477,828,703.45 | 42.82

1,100,514,985.23 98.62

{lll) Advances to suppliers

Aging

31 December 2021 |
|
1}

31 December 2020 31 December 2019

| ; 5 i
Amount | Proportion (%) | Amount | Proportion (%) | Amount F‘FG?‘;}IOH
T b -
| ; i '
Within 1 year 31,91 5,2?0.00; 44,20 48,368,036.72 | 51.10} 20,719,425.02 34.65
1-2 years | 17,805,114.44 24.65| 19,586,961.95 | 2069,  38,280,452.90| 64.01
2-3 years | 4,014,361.31] 5.56. 25,906,952.90 | 27.37| 800,000.00 | 1.34
g 7_. : . ; — A— (— - 2y
3-4 years 18,483,148.99 25.59 | 800,000.00 0.84|
Total 72,217,804 74 100.00| 04 661,951.57 100.00 | 58,799,877.92 100.00
| | i ]
(IV) Other receivables
ltems 31 December 2021 31 December 2020 31 December 2018

HE— E—

Other receivables

Total

, 588,473,587.98

513,145,728.95 . 414 977,255.27

588,473,587.98

513,145,728.95 414,977,255.27
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(1) Disclosure by age

Aging

Within 1 year

31 December 2021

31 December 2020

aF el DL
|

243,037,814.26 |

120,822,749.70 |

31 December 2019

162,768,916.81

226,696,781.40 |

1-2 years 140,457.539.00 157,384,077.74
2-3 years 121,782,239.01 | 54,072,255.87 | 96,564,861.88
= el e e e B e
i I
3-4 years 54,061,893.53 | 76,787,739.44 |
i —— i _ S
4.5 years 66,787,739.44
Subtotal 590,151,403.08 515,255,348.57 416,717,876.43
Less: bad debt provision 1,677,815.10 | 2,108,619.62 1,740,621.16
T " | - i B
Total 588,473,587.98 | 513,145,728.95 414,977,255.27
(2) Provision for bad debt reserve
Phase | Phase Il Phase Il
o ; - ) 1
R stk provisiok | Expected credit th?ﬁpﬁgﬁig‘qﬁéiﬁeﬁ od | Expected credit losses | o
i losses in the next 12 | {n% cradit imp-ainnepﬁt E throughout existence period
months occurred) {credit impairment occurred) |
1 January 2021 2,109,619.62 @ ! 2,109,619.62
| ' i
e e i ! . o i
Reversal in the current 431,804.52 : 431 804.52

period

|
|
I
31 December 2021 |

1,677,815.10¢

1,677,815.10

(Continued)

31 December 2020

ltems

Other receivables

Bad debt provision

Accrual ratio (%)

Balance percentage method 42,192,392.40 2,109,619.62 5.00
Total 42,192,392.40 | 2,109,619.62 5.00
! i
(Continued)
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31 December 2018

ltems i : ey
Other receivables ’ Bad debt provision Accrual ratio (%)
|
i .;-_..._-_. — e —————— -—
Balance percentage method 34,812,423.20 1,740,621.16 | 5.00
Total 34,812,423.20 1,740,621.16 5.00

(3) Top 5 balance of other receivables as of 31 December 2021 classified by the overdue party

Proportion to total | Closing balance of

Mature of |

i i . | closing balance of =7
e akan funds | Closing halance Aging | other receivables pm\-flslljcér';:: Foed
! | (u},&}
Binzhou High-tech Zone | { :
Development and Investment Co., I T;ﬁiﬁ::" 238,636,5‘3?.46; 0~-4 years | 4[!.43!
Ltd. i ! |
Binzhou Shunteng Logistics CQ"E Transactlion 161,?29.3’61.165 0~4 years 2740
Ltd. | accounts 5 ! i
- | ! |
Binzhou Longteng Water Co., Ltd. T;i’;%ﬁ;gn ! 83.334,238.995 0~5 yearsi 14.97 |
i | ! |
High-tech Zone Urban| Transaction | | 1 : 499
Infrastructure Construction Office |  accounts | 29'42T'TE?'44; 273 years j
(PPTI—— — I SRECEEERE i I
Binzhou Yellow River Delta Transaction | j — 1531
Organic Vegetable Co., Ltd, accounts et SRR
P ! — ; PR : e o —
Total , 527,128,015.05 | ' 89.32|
(V) Inventory
liems 5 31 December 2021 31 December 2020 31 December 2019
i T - ot e SEES
Development cost 4,559,503,224.22 4,397.979,847.21 2,478,086,539.43
Developed products 2,498,325,202.80 ' 2,368,576,447 .43 2,221,088,951.95
Low-value consumables 45,326.59 45,328.59 45,326.5¢
o T R S e e~ i IR . - -
i | !
Commodity stocks | 7,987,583.02, 159,874.00 150,874.00
Raw materials 411,690.68 314,283.37 325,885.27
Total I 7.066,273,027.31 6,767,075,778.60 4,699,706,577.24
| 5 : E e
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(V1) Other current assets

|
31 December 2021

31

Decembear 2020 31 December 2019

59,007,617.53 |

WAT input tax to be deducted 41],823,586.305 34,746,400.07
Advance on land 343,670,000.00 l I
S B e S e e G AT S SO S =
Total 402,677,617.53 40,823,586.80 34,746 400.07
(Vi) Available for sale financial assets
31 December 2020 31 December 2019
Itemns o ; ;
| Provision for | Provision for
[ | : : |
Book balance | impairment | Book value Book balance impairment | Book value
ilable- i | i 5 :

foraiasladbeel 79,500,000.00 | 78,500,000.00 89,500,000.00 | 89,500,000.00
e equity tool i | | |
-._-.._____._..I... ....._._.._..____..._...._.......i_...._. S s s st e, . | ----------

Total | 79,500,000.00 | 79,500,000.00 | 89,500,000.00 89,500,000.00

| | | |
(V) Other equity instrument investments
i
ltems | 31 December 2021
OO |, S

Binzhou Binxin Cultural Industrial Park Develupment! 5.000,000.00
Co., Ltd. i '
Binzhou Maotong Electronic Technology Co., Ltd. 3,000,000.00
Shandong Jiuweihu Tourism Culture Development Ca., 1,500,000.00

Ltd.

Shandong Lanshi New Energy Vehicle Co., Ltd.

10,000,000.00

Total

19,500,000.00

(IX) Investment properties

ltems

Houses, buildings Total

. Original book value

2. Increased amount in current period

631 ,022,4?6.09? 631,022,476.08
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] ]
ltems Houses, buildings Total

{1) Outsourcing

(2) Inventoryifixed assets\construction in progress transfer-in

3. Decreased amount in current period

{1) Disposal

(2) Other transfer-out

4. 31 December 2021 , 631,022,476.09 631,022,476.09

Il. Cumulative depreciation and armortization i |

1. 31 December 2020 3 64,570,638.95 64,570,638.95
2. Increased amount in current period Z 16,065,446.21 16,965,446.21
(1) Provision or amortization 16,065,446.21 16,065,446.21

e s T S B A L s & mL o e AL S L  aE R —— -t

3. Decreased amount in current period

(1) Disposal

{2) Other transfer-out

4, 31 December 2021 : 81,536,085.16 81,536,085.16

IHl. Provision for impairment

1. 31 December 2020

2. Increased amount in current period

(1) Provision

3. Decreased amount in current period

{1) Disposal

(2) Other transfer-out

4. 31 December 2021
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ltems Houses, buildings ' Total
I\, Book value }
1. 31 December 2021 549,485,390.935 549,486,390.93
....... ; i AR IR T
2. 31 December 2020 566,451,837.14 | 566,451,837.14
| |
(Continued)
- |
ltems Houses, buildings | Total
|. Original book value ' I
1. 31 December 2019 | 831,022,476.09 631,022,476.09
2. Increased amount in current period '
{1) Outsourcing |
s iy |
{2) Inventeny\fixed assets\construction in progress transfer-in I
e e e e _ fr————— s e
| |
3. Decreased amount in current period ; §
(1) Disposal
i | ’ -
(2} Other transfer-out I
s onces | AN T
4. 31 December 2020 , 631,022,476.09 631,022,476.08
Il. Cumulative depreciation and amortization
1. 31 December 2019 47,605,192.74 | 47,605,192.74
2. Increased amount in current period 16,965,446.21 | 16,965,446.21
(1) Provision or amortization 16,065,446.21 | 16,965,446.21
3. Decreased amount in current period |
|
{1) Disposal |
(2) Other transfer-aut :
4. 31 December 2020 | 64.5?&,633.95% 64,570,638.85
i DR ey %
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tems ; Houses, buildings Total

I1I. Provision for impairment

1. Opening balance

2. Increased amount in current period

(1) Provision

3. Decreased amount in current period

(1) Disposal

(2) Other transfer-out

4, 31 December 2020

IV, Book value

1. 31 December 2020 566,451,837.14 566,451,837.14

2. 31 December 2019 ; 583,417,283.35 583,417,283.35
| |

{Continued)

ltems Houses, buildings Total

I. Original book value !.

1. 1 January 2019 ; 831,022,476.09 631,022,476.09

2. Increased amount in current period

(1) Outsourcing |

(2} Inventoryfixed assets\construction in progress transfer-in

3. Decreased amount in current period |

(1) Disposal

— . — - e

(2) Other transfer-out - {

4. 31 December 2018 631,022,476.09
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ltems i Houses, buildings | Total

Il. Cumulative depreciation and amartization | |
| |

1.1 January 2019 31,459,561.00 31,459,561.09
dn S | I SRR
2. Increased amount in current period 16,145,631.65 16,145,631.65
— | i
(1) Provision or amortization ! 16,145,631.65 16,145,631.65

3. Decreased amount in current period

{1) Disposal '

(2) Other transfer-out

4. 31 December 2019 47,605,192.74 | 47.605,192.74

1. Provision for impairment |

1. 1 January 2019 i

2. Increased amount in current period

(1) Provision

3. Decreased amount in current period

{1) Disposal

{2) Other transfer-out

4. 31 December 2019

IV, Book value

) : R
1. 31 December 2019 | 533,41?.233_35i 583,417,283.35

2. 1 January 2019 5 599,562,915.00 | 599,562,915.00

(X) Fixed assets

Items ' 31 December 2021 : 31 December 2020 | 31 Decamber 2013

Fixed assets

771,802,900.25 | 802,629,675.66 829,644,926.67
! |
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i
ltems ! 31 December 2021

31 December 2020 31 December 2018

| : - .

771,802,900.25 |

Total

| 820,644,926 67
|

802,629,675.66

Fixed assets are as follows

ltems

Office and
electranic
devices

Furniturg and

appliance |

I. Original boole
value

1.31 Decemben
2020

5,162,685.63

2. Increased
amount in
current period |

164,523.00

{1} Purchase

———am——— T

{2) Transfer  of
enginesring
under

construction

164,523.00

2,230,525.10,

| |
' Transportation |

Houses and
buildings

Pipe gallery
assels

Special
equipment

Total

927,025.73 273,149,722.36 862,892,614.35

17,994,356.52

i
92,974.00

92,974.00

375000  857.742.90

1,714,498.80

375000  857,742.90

1,714,498 .80

1,162,356,929.69

2,833,488.70
2,833,488.70

(3) Increase  in
business [
combination [

(4) Other |

3. Decreased |
amount in
current period

230,608.10

i
13,000.00

69,913.79

81,055.94

1,211,50?.15;

1.606,084.98

(1) Disposal or
scraping

230,608.10

{2} Investmeant

property
transfar-in

13,000.00
1

i i
81,055.94 69,913.79
; |

1,211,507.15

1,606,084.58

{3) Other
transfer-out

4.31 December

5,096,600.53

2,310,489.10

849,71 9.?61 273,937,551 .4;1 862,892 614.35
I

18,497,348.17

1,163,584,333.41

2021

1. Cumulative
depreciation

1.31 December
2020

3,937,954.19

2. Increased
amaunt in

793,623.85

626,217.30 23,502,323.47 321,241,538.22

9,530,224.145

250,563.53%

o : |
183,017.11] 19,459,831.93

9.605,959_?0;

359,727,254.03

2,956,019.48  33,249,015.10
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| Office and
Items | electronic
{ devices

| Furniture and
appliance

Houses and Pipe gallery Special

buildings assets equipment o

Transportation

.......... R — AU | - R - Sy T ERY Vs = LT o |

(1)Provision | 793623.85  250,563.03  183017.11 9,605959.70 19,459,831.93 2,956,019.48  33,249,015.10

(2) Increase II'!

business
combination
Ceemmemmee e | R —— — ; -
3. Decreased | ! : 5 . {
amount i 164,823.25 360081  77.00314  50,822.43 | 99858634  1,294,835.97
current period | i i ; | |
_____ e ek el :, e : rE—— - . N ssakainininiski ;,: — CPTO _,=._.. e —
; | : = ; i
(1) Disposal o 454 323 75 350081  77,00314 5082243 | 998586.34  1,294,835.97
scraping | 5 | |
| — sarimiEEiTe- | —
{2} Investment | |
property i !
transfer-in i | | | i
: . ! — !
| | ? | i
3.37 December 456675479  1,135,956.84  732.231.36 33,057,460.74 340,701,370.15 11487,657.28  391,681,433.16
IlI. Provision for
impairment

|
1.31 December

2020
2. Increased
armount in 5 | : ! .
current period | i
g i ! i — i . E B =R
(1) Provision | | . ] |
3. Decreased | | .
arnount ire |
current period | i
smr i i i —— | < an
(1) Dispesal  or i | !
scraping . ; : | |
4.Closing | ; | | |
balance { 5 | |
IV. Book value | : g | |
. i " — — i o
| | { | i .
1.91 December 5084574 1,174,54026  117,488.43 240,880,090.73 522,191,244.20  7,009,60.89 771,902,900.25
. - A i
7 | | | | |
2.31 December 4,5, 79444 134152848  300,808.34 249,647,398.89 541,651,076.13 8.464,132.38  802,629,675.66

2020 |

(Continued)
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ltems

Office and
electronio
devices

i Furniture and

appliance Transportation |

|
I. Criginal  book
value i

Houses and
buildings

Pipe gallery
assets

|
Special |

equipment Total

1.31 December
2019 s

13,822,212.43

2,744,531.54  B68,525.73

2. Increased
amount
current period

in

63,250.00

434,532.00 58,500.00

(1) Purchase

63,250.00

(2) Transfer  of
engineering !
under .
construction |

|

434,532.00 58,500.00

272,125,275.49 862,892,614.35

3,859,286.951,156,412,446.49

1,844,445.8?i

354375433 5.944,483.20

1,844,446.67)

354375433  5,944,483.20

(3) Increase  in
business

combination

(4) Other

- T e P

3. Decreased
amount
current period

n
i

(1) Disposal  on

scraping

{2} Investment

property
transfer-in

(3) Other |
transfer-out |

4.31 December
2020 |

13,885,462.43

3,179,063.54  O27,025.73

273,960,722.36 862,892,614.35

7.403,041.281,162,356,929.69

II. Cumulative
depreciation

1.31 December
2019 |

7,6806,561.84

1,057,097.59  432.907.12

14,600,041.17 301,781,706.28

1,288,305.82 326,767,519.82

2. Increased
amaount
current period

"

2,283,522 42

358,324.46  193,310.37

9,478,881.80 19,459,831.93

1,185,863.23 32,959,734.21

(1) Provision |

2,213.3{»22."—1%i

35832446  193,310.37

9,478,881.80 19,459,831.93

118586323 32,959,734.21

|
(2) Increase  in
business |
combination |
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4. 31 December
2020

i Office and . | { | a g
lterns i electronic | Furnm:Jre atid | Transportation | Hiotiase. aivd i i galiery SRl Total
- i | appliance | i buildings | asseis | eqguipment
evices | | . i |
R - L TTT s | . S L e A
3. Decreased I ! |
amount in [ | |
current period : §
(1) Disposal or : ! I I :
scraping i | i
— — | | ! —
(2) Investment | | § § :
property | | | 5
transfer-in i
D ; | | i = T -
: | | i i | |
;h% December; 9,890,084.26 1,416322.05  626217.49 24,078,922.97 321,241,538.21 2,474,169.05 359,727,254.03
Il Provision for | | | : !
impairment . I | : i '
T 1 4 X e
1. 31 December '
2019 ,
2. Increased | |
amaount in : I |
current period | i g i |
(1) Provision | ! | | !
3. Decreased | I :
amount irﬁ" - |
current pericd !
(1) Disposal or | . i i
scraping ! I i ! |
' | S| SN H T
- 1 |
i

I
V. Book value |

1.31 December 400557817 1,762,7414  300,808.24) 249,800,793 541,651,076.14 492887223 80262957560

| a | | | |
231 Decmber g 31565050 168653395  435,618.61 257.525234.32 561,110,008.07 257008113 820,644,926.67
- ! | i | i

(Continued)
it ' ﬁmc;;;d Furniture and iTransponatioi Houses and I Pipe gallery |  Special | Total
ems | SEriE appliance | n i buildings | assets | equipment |
devices i | | E ? -
|. Original book | | i
value 5 | 5 | :
;b;g Januany 14 056,181 43 2,?03‘599.54% 1,172,962.72  270,172,218.80 862,802,614.35 3.120.35&95% 1,154,122,937.79
4 { | i i | ]
!
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Items -

Office and
electronic
devices

appliance

in

2. Increased
amount
current period

138,303.00

35,932.00

b

Fumiture and ;Transpurtatfc;-

n

Houses and

buildings |

Pipe gallery
assels

290,298.05

i
1,953,056.69

(1) Purchase

1 33,303.00’:

35,932.00

(2) Transfer  of
engineering
under

construction

290,298.05

1,053,056.69

R . . L

Special
equipment

Total

738,926.00

) |
738,926.00

3.156,515.74

3,156,515.74

(3) Increase
business |
combination

{4) Other

3. Decreased
amount
current period

in

272,272.00

(1) Disposal
scraping

on

(2) Investment

property
transfar-in

867,007.04

272,272.00

272,272.00

{3) Other |
transfer-out .

594,735.04

594,735.04

4.31 December
2019 "

Il Cumulative |

depreciation

13.922,212.43

2,744,531.54

86852573  272,125275.49 862,892,614.35

3.850.286.95 1,156,412,446.49

1.4 Janua :
2019 61
|

5,073,831 Qq

717,163.04

372,688.08

e |
2 Increased |
amount

current period

in

2,535,329.85

340,834.55

188,089.04

(1) Provision

2,535,329.85

340,834.55

188,089.04

5,250,280.36 282,321,874.35

628,470.43 294,373,317.25

9,338,151.81
!

|
19,459,831.93

659,335,39.;

32,522,072.57

6591;3:5‘34

32,522,072.57

(2} Increase  in
business

combination

3. Decreased
amount
current period

i

127,870.00
i

127,870.00

(1) Disposal  of

scraping
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| Officeand | : l 2 . )
fime | .cleshenis | Furmti:wa and ;Transportaho: Hcvu_se_s and Pipe gallery Speciai Total
e appliance n ! buildings assets equipment

{2) Investment

property
transfer-in

i
(3) Other |
transfer-out i

127,870.00

4.31 December
2019

1. Provision furf
impairment

| 127,870.00

7,609,161.84 1,057,99759 432907.12  14,597.441.17 301,781,706.28 1,288,305.82 326,767,519.82

|
January
20148 :

2. Increased i |
amount irl:
current period |

{1} Provision

3. Decreased |
amaount irg
cumrent pericd

(1) Disposal or
scraping |

4. 31 Dscember]l
2019 ;

IV, Book value

;'u?; December g 31305050 1,686,533.95 43561861  257,527,834.32 561,110,908.07 2,570,981.13 829,644,926.67
! | | | | 1

) | | | | ] f. |

2.1 Jonuary 3,932,349.441 199143650 80027464  264,012,929.44 580,570,740.00 249189052 859,749,620.54

(X1) Construction in progress

Items 31 December 2020 31 December 2018

High-tech Sewage Treatment F'[anﬂ

31 December 2021 i
i

wetland  water quality purification 42,399,%&095_ 42.399.0W-00i 1,012,453.00
enginearing H |
B — | B _. .
| :

Other Engineering 1,209,783.09 i 500,000.00 | 781,208.00
| L. | Ty
| |

Total 43,698,783.00| 42,899,000.00 173 RE0
| i

(X1} Intangible assets
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ltems

Software

Franchising right

I. Criginal book valus

1. 31 December 2020

10,500.00

o=y

Forest right |

Total

429,000.00

2. Increased amount in current;
period |

392,759,285.00

393,198,785.00

(1} Purchase

{2) Internal R&D

(3) Increase  in

business
combination |

3. Decreased amount in current
period

{1) Disposal

(2) Other

4. 31 December 2021

II. Accumulated amortization

10,500.00

429,000.00

392,759,285.00

393,198,785.00

1. 31 December 2020

3,325.00

147 ,975.00 |

aarc}

TT7.460,859.01

2. Increased amount in current
period

1,050.00

72,900.00

13,091,976.17 |
i

13,165,826.17

{1) Provision

1,050.00

72,500.00

.
I

13,081,976.17

13,165,926.17

{2) Increase  in

business |
eombination I

3. Decreased amount in current |
period !

(1) Disposal

(2) Other

4. 31 December 2019

4,375.00

220,875.00}

a0,552,835.18 |

-

90,778,085.18

lIL. Provision for impairment




2019-2021 Financial Statement Notes of Binzhou High-tech Caijin Investment Group Co., Ltd.

ltems Software

Franchising right

Forest right

Total

1. 31 December 2020

2. Increased amount in current
period i

i
|

(1) Provision

3. Decreased amount in current
period

(1) Disposal

4. 31 December 2021

1V, Book value

1. 31 December 2021

6.125.00

|
208,125.00
|

302,206,449.82

302,420,600.82

2. 31 December 2020

717500

281,025.00

315,298,425.99

315,586,625.89

(Continued)

lterns Software

Franchising right

1. Original book walue

Forest right

Total

1. 31 December 2019

429,000.00

2. Increased amount in current |
period i

392,759,285.00

393,198,785.00

(1) Purchase

(2) Internal R&D |

|
(3)Increase  in business;
combination |

3. Decreased amount in current |

period i !

TS S—— i | '._.

(1) Disposal
) o ! i

{2) Other | ! |
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ltems

Software

Franchising right |
I W

4. 31 December 2020

Il. Accumulated amortization

10,500.00

PEEREE e __.} —

429,000, CIE]

Forest right

Total

392,759,285.00

393,198,785.00

1. 31 December 2018

2,275.00

75,075.00

64,368,882.84

2. Increased amount in current
period

e

72,900.00

13,091,876.17

64,446,232.84

13,165,926.17

(1) Provision

1,050, DU

72,900.00

13,001,876.17

13,165,926.17

{2) Increase in
combination

business

3. Decreased amaunt in current
period

(1) Disposal

(2} Other

4 31 Dacember 2020

3,325.00!

147.975.00

77,460,859.01

77.612,159.01

1. Provision for impairment

1. 31 December 2019

period

|

|

2. Increased amount in CUTI‘EHtl
|

I

|

{1) Provision

3. Decreased amount in current
period

(1) Disposal

4, 31 December 2020

IV, Book value

1. 31 December 2020

2. 31 December 2019

7,175.00

281,025.00

315,208,425.99

315,586,625.99

s,zzs.nui

353,925.00

328,390,402.16 |

328,752,552.16
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{Continued)

ltems

l. Criginal book value

Franchising right

Forest right

Total

1. 1 January 2019

278,000.00

392,759,285.00

393,048,785.00

2. Increased amount in currenti
period !

2 SRS SN SRRSO | e )

!
150,000.00

120,000.00

{1) Purchase

(2) Internal R&D

{2) Increase in

business |
combination |

150,000.00

150,000.00

3. Decreased amount in current |
period

(1) Disposal

(2) Other

4, 31 December 2019

10,500.00

428,000.00

393,198,785.00

Il Accumulated amortization

1. 1 January 2018

1,225.00

20,925.00 |

51,278,906.67 :

51,299,056.67

2. Increased amount in current
period

(1) Provision

1,050.00

54,150.00 |

!
|
13,091,976.17

13,147,176.17

54,130.00

!
13,091,976.17

13,147 17617

(2) Increase in business

combination

3. Decreased amount in current
period

(1) Disposal

(2) Other

4. 31 December 2018

2,275.00

75,075.00 |

64,368,882.84

64,446,232.84
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ltems I Software | Franchising right | Forest right | Total

| i

lll. Provision for impaimment | - i |
| | {
|

! FoeE SRR T |
1.1 January 2019 g i g
2. Increased amount in current
period |
i |
(1) Provision i I
3. Decreased amount in currenti '
period | | | |
et = - A - N .-_.-Jl.__ —— . e
(1) Disposal
4. 31 December 2019
V. Book value
1. 31 December 2019 8,225.00 353,925.00; 328,390,402.16 I 328,752,552.16
2.1 January 2019 9,275.00 268,075.00 341,482,378.23 341,749,728.33
(Xlll) Long-term prepaid expense
ltems 31 December 2019 increase in current | Amortization amount | 31 December 2020
! period | in the current period
Attorney consulting fee | 250,000.00 : 250,000.00
Total 250,000.00 | 250,000.00
(Continued)
I ] |
i Increase in current | Amortization amount | 2019
ltems : 1 January 2019 caricd | in the current period | 31 December
o N f . j
Attomey consulting fee 300,000.00 | 50,000.00 . 250,000.00
- | = | . - 1
Total i 300,000.00 50,000.00 | 260,000.00
(XIV) Deferred tax assets
i [
ltems 31 December 2021 31 December 2020 31 December 2019
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! It::eductble | Deferred tax Dducibia Deferred tax DEgID Deferred tax
i el assels b saiiesd assets Eha assets
| difference difference difference
Bad debt losses | 297,211.40 74,302.85 750,569.80|  187,630.85  B57,764.24  164,441.06
i ! | o ' |
Total | 207,211.40 74,302.85 | 750,559.80 187,639.85 | 657,764.24 | 164,441.06

(XV) Short-term borrowings

ltems |

31 December 2021

31 December 2020 31 December 2019

Mortgage borrowings |

10,000,000.00

Security borrowings 49,700,000.00 39,790,4}00‘0{}% 39,990,000.00
Mortgage + guarantee l 6,000,000.00 20,000,000.00 |
W, | o ? —
Mortgage + pledge 20,000,000.00 2[’!.000.{]0!].005
_ | .....
Payable interests of short-tarm loan 67,155.00 | |
! |
e e ety |
Total B85,767,155.00 79,700,000.00 | 39,990,000.00

(XVI) Trade payables

ltems

31 December 2021

Construction cost payable |

Total

361,198,501.77 |

31 December 2020 , 31 December 2019

i
..... frmmsereee ey

251,394,591.67 | 356,765,645.68

361,198,501.77

251,394,591 67 | 356,765,645.68

(XV1l) Deposit received in advance

Items 31 December 2021 | 31 December 2020 31 December 2019
Advance receipt of cargo funds I 3,033.85 2,690.25
= | = 2 i
Advance receipt of service fee 7.848 87243 ; 13,040,454 .86 | 8,015,622.02
! ;
Advance receipts of project funds ' ' 61,642,850.00 12,400,000.00
;ance payment of housing expenses | 168,881,326.20 | ‘I!ES_.B?'?.AiE.B.E
Total - i I 7.848,972.43 243,667,705.01 174,291,288.13
| |

(XVIIl) Contract liabilities
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Itams 31 December 2021

Advance receipt of housing funds 162,929,831.96

Advance receipts of project funds 73,473,124 656
Total 236,407 ,956.62
(XIX) Employee benefits payable
1. Presentation of employee remuneration payable
! ]
ltems 31 December 2020 | Increase '|_n current | Decrease _in current I 31 December 2021
period ; period i
|. Shori-term remuneration | 54,234,64? 7,532,437.28 ?r455,24?,99§ 131,473.93
Il. Post-employment | ?
welfare - defined | 21,126.48 444,364.03 ) 445,535.17 | 19,855.34
contribution plan ; | ; ;
Total 7541112 7,976,801 31| 7,900,783.16 | 151,429.27
(Continued)
ltems 31 December 2019 | Increaseincurrent | Decreaseincument | 44 pacomper 2020
period | period 5
I. Short-term remuneration | 46,884.36 7.849,254.31 7.841,854.03 54,284.64
1l. Post-employment i ; | |
weifare - defined | 8,420.00 | 195,483.14 182,776.66 21,126.48
contribution plan i | | |
! — ,_ _ S ! I = =
Total 55,304.36 | 8,044,737.45 8,024,630.69 | 75,411.12
i | i =
{Continued)
; | Increase in current Decrease in current 2019
lterns i 1 January 2018 l Ceiiod : petind | 31 December
| | | |
= i r . = . : -----
|. Short-term remuneration | 6,834,150.41 6.787,266.05 | 46,884.36
Il. Post-employment : I
welfare - defined | 1,051,404.05 1,042,984.05 | 8,420.00
contribution plan { i |
Total | 7,885,554.46 | 7,830,250.10 55,304.36

2. Presentation of short-term remuneration
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Increase in current

Decrease in current

lterms 1D . :
ecember 2020 period period 31 December 2021
i 1 il = o
1. Wages, bonuses, all | ] i !
s vy o | 7,055,864.21 7,016,496.78 39,367.43
— ; i f
2. Employee  services and |
benefits I ! i
3. Sccial insurance premiums ‘11,055.25; 323.019.39 323,632.85 10,452.79
Of which: medical insumncei |
premium | B,048.18 | 305,634.74 ! 306,080.89 : 7,602.03
.. i W .y i
! ! i
Work-related injury | | i
Ingurance premium i 2,01 Q.DS! 8,664.44 E,??S.Qai 1,900.51
| | A
Birth insurance premium | 1,006.02 8,720.21| 877598 950.25
| ! i SNSRI | g
4. Housing fund | 114,299.36 | 114,299.36
! i | .
5. Trade union funds and staff| i | |
silaraiiss firds ! 43,218.39 39,254.32 , 819.00 81,653.71
P m—t | -
Total ' 54,284.64 7,532 437.28 7,455,247.99 | 131,473.93
I 1 | |
(Continued)
| | ; ; .
| | Increase incurrent | Decrease incurrent |
ltems | 31 December 2019 ' period I period 31 December 2020
i | O] =
i Wagesl. [:-cnuses, allowances | 7.056.557.52 7.056.557.52
and subsidies ! | | {
2-Employes:. ‘sarvices: and| i 413459.12 413,459.12
benefits | |
Eesl e | s i)
3. Social insurance premiums 4,410.47 | 153,167.32 146,511.54 11,066.25
W S o
X o | i _
of 1.|'|_rhic:h: medical insurance | 3,20?.625 129 523.11 124,682.55 8,048.18
premium { : |
: s i !
Work-related injury | 801.90 14,412.95 13,202.80 2,012.05
insurance premium i i | i
| | - =
i ! |
Birth insurance premium | 400.95 9.231.25! 8,626.19 1,006.02
2 | | ]
4, Housing fund 36,464.88 | 1&5.395.52] 221 .860.4Ui
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Decreasa in current

|
| .
i Increase in current

It . |
ems 31 December 2019 | i | ot 31 December 2020
— .__i______. —— B S . ! PRI —
. | i
5. Trad fund ! i 5
T e n Tk S St""ﬁl 6.009.01 | 4067483 346545 43.218.39
Total 46,884.36 7,849,254.31 7,841,854.03 54,284.64
(Continued)
! i
T— 1 January 2019 Increase in current Decrease in current 31 December 2019

1. Wages, bonuses, allcrwances
and subsidies

period

period

5612,803.19

5,612,803.19 |

2. Emplovee senvices andz

benefits | 3341 UEQQI 334,106.89 ,
3. Social insurance premiums 42&.?96.95; 415.386.4-3! 4,41047
ST | . . i ..........

Of which: medical insurance i .
premium 353,179.64 349,972.02 : 3,207.62
e S R £ il ey B NE Pt NG E T g

Work-related injury | i 1
insurance premium 38,819.42 38,017.52 801,80
Birth insurance premium 28,797.89 28,396.94 400.95
4. Housing fund 385,125.61 348,660.73 36,464.88
| - —

| | |
B 'I"rad_e union funds and smalffE 81.317.67| 75.308.66 | 6,009.01

education funds i 5 !
Total 6,834,150.41 | 6,787,266.05 46,884.36

3. Presentation of post-employment welfare-defined contribution plan

Increase in current

Decrease in current

31 Decamber 2021

ltems 31 December 2020 neicd | neriod
. | _____ﬁf | :
1. Basic endowment | 20,120.46 | 349.923.87 351,039.25 19,005.08
insurance | ' '
—_— . ...._._...IL- ———— i - — :
2. Unemployment  insurance | 1.006.02! 35.048.16 | 35,103.92 | 950.26
premium Henes] |
3. Dismissal subsidy 59,392.00 §9,362.00,
| |
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Increase in current

Decrease in current

ltems D ber 2020 .
ecemoer period period 31 December 2021
—_— - S P P i PR —— ____5__._.. —_—
Total 21,126.48 444,364.03 445 53517 | 19,855.34
{Continued)
Increase in current Decrease in current
It
ems ! 31 December 2019 period period 31 December 2020
" ' e EC e o T i 3
1. Basic endowment :
A 8,018.05 163,457.27 151,355.86 | 20,120.46
2. Unemployment insurance? ; |
premium 5 400-955 10,816.79, 10,211.72! 1,006.02
3. Dismissal subsidy 21.209.035 21,208.08
Total 8,420.00 | 195483 14 182,776.66 | 21,126.48
{Continued)
H i Increase in current Decrease in current
ltems I 1 January 2019 5 period period 31 December 2019
i . i
1. Basic endowment | | i
i | 629,720.40 621,701.35 8,019.05
2. Unemployment Fnsurancei i |
premium | 32,696.83 32,295.88 ? 400.95
e i - !
3, Dismissal subsidy { 388,986.82 383,9&6.82;
Total 1,051,404.05 1,042.984.05 8,420.00
(XX) Taxes payable
ltems 31 December 2021 31 December 2020 . 31 December 2018
| il = S
...... ! . |
VAT 3,216,747 45 . 6,033,285.99 3,004,780.53
! o B = —
i s oo | :
Corporate income tax 76,858,884.68 53,341,713.64, 28,585,438.38
. | | B
Urban ‘ maintenance and 6,826.22 2,668.58i 1,939.88
construction tax | i |
Education surcharge 4,395.64 1,650.82 1,385.63

L
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31 December 2021

31 December 2020

e e e

31 December 2019

Other . 458819 98.05
e | ) | I
Urban land use tax | 172,800.84
Water resource tax 1,904,057.43 498 965.09 458,851.76
S | S B !
i i i
Total | 81,995,495.61 ; 59,8?6,382.3?5 32,315,197.02
(XXI) Other payables
ltems 31 December 2021 31 December 2020 31 December 2019
Other payables 1,058,881,778.14 1,916,125,279.19 1,403,880,931.05
i.. e e —— L S ;
Interest payable | 183,283.22 136,666.80
S R | ]
I
Total | 1,058,881,778.14 1,916,308,562.41 | 1,404,017,597.85

(1) Presentation of other p

ayables

ltemns

31December 2021 |

31 December 2020

Transaction accounts

Expense collected and paid cmi
behalf 5

989,277,323.61|

5,045,417.65 |

1,885,732,602.77

1,148,925.76 |

31 December 2018

1,371,175,362.43

3,047,749.57

Deposit and margin

61,324,269.01

27,509,484.02

28,157,804.91

3,234,767.87

1,058,881,778.14
|

1,734,256.64 |

1.500,014.14

1,916,125,279.19

1,403,880,931.05

(2) Other payables of the Top 5 balance on 31 December 2021

!
! Percentage of total

| |
Items H Nature of funds i Clesing balance Aging | other payables (%)

| | !
Binzhou ) High-tech Urban| Transaction 431,695,425.36; 0-3 yearsi 40.77
Construction Co., Lid. accounts i i
—_— 1 s i aall e m——
Binzhou Chenglong Engineeringé Transaction 296,000 GDD.DE]E 1=2 '_-,rearsg 21.34
Co., Ltd. accounts FEE
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_ - ; Percentage of total
1 1 | | g
ltems | Nature of funds Closing balance Aging | other payables (%)
[ R E— I N
Binzhou  Xinglong  Building!  Transaction '
Material Salas Co., Ltd. 5 accounts 43,630.000.00; 2~3 y&ars; 4.41
Land Acquisition and Reserve T |
Center of Binzhou High-tech| o eacial 43,117,090.00 | 2~3 years 4.07
Industrial Development Zone e i I
R ¥ S i .
Binzhou Financial Iwestnuanti Transaction !
Co., Ltd. Sl rl-{ll.{luiflﬂl_.CI[M]I.E}IOi 2~3 years 3.78
s e I £ SRR T e ¢ s | EESNE . A
Total | 787,493,515.36 | 74.37
(3) Interest payable
!
ltems 31 December 2021 31 December 2020 | 31 December 2018
b ! y
| |
Interests on long-term  loan  with | |
installment  interests and  principal | 116,128.22 | 52,957.21
repayment at maturity | |
Payable interests of short-term loan 67,155.00 | 83,709.58
Total 136,666.80

183,283.22 |

(XXII) Non-current liabilities due within one year

ltems

31 December 2021

31 December 2020

31 December 2019

Long-term borrowings due within one year 38,800,000.00 38,800,000.00 | 10,437,500.00
Long-term payables due within one year M,ESU.UDD.GDE
Total 103,430,000.00 SB.BI'.}D,UI]}.DGE 10,437.500.00

(XXIII) Other current liabilities

[tems 31 December 2021 31 December 2020 31 December 2019
Tax to be output 3_314,125_155
Total 8,814,125.16

(XXIV) Long-term borrowing

31 December 2021 31 December 2020

tems 31 December 2019

&1
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31 December 2021 31 December 2020

31 December 2019

6,437,500.00
Security borrowings 10,600,000.00 | 9,400,000.00 7,762,500.00
Credit borrowings 50,000,000.00 100,000,000.00 | 100,000,000.00
Pledge + guarantes 172,000,000.00 | 196,000,000.00 ' 220,000,000.00
s A m— ] ) . | R
Interests payable on long-term borrowings | 86,950.00 |
e _T_ T ] Lo = - - !

Total = 232,686,950.00 | 305,400,000.00 334,200,000.00

(XXV) Long-term payables

31 December 2021

ltems | 31 December 2020

Borrowings of non-related parties 854,081,608.12

1,939,800.04

31 December 2019

Total 854,081,608.12 |

1,939,800.04 ;

(XXV1) Other non-current liabilities

ltems 31 December 2021 31 December 2020 31 December 2018
Financing product R 2,120,000_0;? . 2,120,000.00
_ Tut;lm | 2.120,-4;0.0{] 2,120,000.00
(XXV1) Paid-in capital
Increase in current ' Decrease in

MName of investors ; i
period i

| 31 December 2020 |

Binzhou Finance  Bureau  High- tech

Industrial Development Zone Branch e

current period |

31 December 2021

98,000,000.00

Binzhou State-owned Capital Investmenl

Operation Group Co., Lid. 102,000,000.00

102,000,000.00

Total 200,000,000.00

200,000,000.00

{Continued)

: Increase in current | Decrease in

Name of investors period

i 31 December 2019

current period |

31 Decaember 2020
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0 | Increasein current | Decreasein |
Mame of investors | 31 December 2019 | : | f
5 period | current period 31 December 2020

Binzhou Finance Bureau  High- tech | ' |
Industrial Development Zone Branch 5 2DO.ODGLUCID_GD§ 102.0(!{].0[](}.0[]; 98,000,000.00

Binzhou Siate-owned Capital InUESWanI | i I

Dperation Group Co., 116, 1uz,mu,uuu.uo§ ; 102,000,000.00
. S S L i
| | | |
Total ! 200,000,000.00 | 102,000,000.00 | 102,000,000.00 | 200,000,000.00
| |
(Continued)

Increase in current | Decrease in

Name of investars {1 January 2018 31 December 2019

period | current period |
S | _— | |
Binzhou Fi B High-tech Indust || ' !
inzhou Finance Bureau High-tech Industria ; :
Development Zone Branch | 200,000,000.00 g ; 200,000,000.00
! |
- | | - —
Total | 200,000,000.00 | 200,000,000.00
(XXVIII) Capital reserve
| I é " :
| { Increase incurrent | ecrease in
Items . 31 December 2020 i soriod . current period 31 December 2021
e e o W | - = e
Other capital reserves 6,857,193,958.73 | 732,492,738.07| 123,160,857.76 7,486,526,039.04
— | e
Total 6,857,193,958.73 732,492,738.07| 123,160,657.76 7,466,526,039.04
a | | |
(Continued)
| 1 |
Increase in current Decreasein |
Items 31 December 2019 pesing ' current period 31 December 2020
Other capital reserves 4,064,699,393.58  1,892,494,565.15 6,857,193,958.73
Total 4,964,699,393.58 1,892,494 565.15 | 6,857,193,958.73
| | |
{Continued)
| Increase in current .: Decreasa in '_ 2019
ltems i 1 January 2019 period | current period | 31 December
e e s mamm— I
Other capital reserves ; 4,922,169,393.58 42,530,000.00 | g 4,964,699,393.58
Total | 4,922,169,393.58 42,530,000.00 : 4,964,699,393.58

(XXIX) Undistributed profits
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| 31 December 2019

lterns 31 December 2021 31 December 2020
Undistributed profits of last year before adjustment 122,550,357.54 29,748,800.12 -32,958,368.78
Total adjusted undistributed profits at the beginning of
year (increase +, decrease -} | |
e _— ._._......4’.. ...... e |
tributed profits aft .
L PRSI SRL S of 122,550,367.54 20,748,900.12]  -32,958,368.78
Add. Net profit attributable to sharsholders of parent
iy b cuent arkd 61,950,763.06 | 93,283,694.47 64,054,268.90
.......................... |
Less: withdrawal of statutory surplus reserve ’
Add: other profit distribution _ -1,347.000.00
— | =
Add: surplus reserve fo offset losses !
S 5 - i e
!
Distribution to the owner {or shareholder) | -668,486.06 -482,237.05
Undistributed profits at the end of period 183,832,632.54 122,550,357.54 29,748,800.12
(XXX) Operating incomes and operating costs
|
i the year 2021 the year 2020 the year 2019
iz . S— L —
Incomes Cost Incomes Cost Incomes Cost
ST E AT ES ! l i i i e T e i
S 571352,812.86| 443,117,32152, 576,268.972.32| 446,284,8624.99| 562,002,877.02| 435483,583.43
ﬂme SeMVICe | 43 151,589.04 55,410,657.11,  41,600.818.67 44,772,413.05] 972,169.20  1,180,146.24
, | | ; | |
Pipe  gallery ., oo665631 20423008200  13,580,126.21| 20,423,008.20 12,582,524.27  20,423,908.20
occupation fee o i i ! , |
! ! : -
e T | 1
Forest right rental, 15,841,584.16|  13,091976.17  15,841,584.16 13,091,976.1 7| 1553398058 13,091976.17
income | . ! ! |
Lf':‘;“pﬁ';e from water 16,507.524.41  10,682,114.44 1350477334, 818538630 13719,031.31)  7.566,77241
| | { i i &
R I | B -; ! l
House sales. 3.107.994.36 3.025.276.61 465478157 3,800,848.70, 59,581,758.44 57,986,753.27
income | ': ; i i
- - — i"
i { l |
Other incomes 5161,706.26 4,875441.34 363,035.07| 69.085.02) 200354605 00483562 _
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the year 2020 I

the year 2021 . the year 2019
ltems = I e T : I
Incomes | Caost ' Incomes | Cost | Incomes Cost
sl s ar e e mee s oo | |
Total 669,799,467.40|  550,626,695.39  665823,001.34| 536,727,443.33| 666,305,886.87 536,638,075.34

(XXXI) Taxes and surcharges

ltems the year 2021 | the year 2020 the year 2018
Urban maintenance and construction tax 14391869 ' 27,436.451 217,762.51
Education surcharge 862.05 12,227.11 96,934.57
Local education surcharge 574.71 7,718.89 62,207.42
Housing tax 3,267,257.13 1,286,797.38| 2,330,615.04
“ehicle and vessel tax 3,061.08 , 420.00
Land use tax | 2,748,326.40 | 2,784,998.41| 2,341,649.25
s e ! ____!,_ AHEL A
Local  water  conservancy  project
construction fund 89.57 | 1.528.1 | oS
S | |
Stamp duty 7,788.70 6,482.67 32,987.50
N . _I_ e
Water resource fax 2,083,121.26 | 1,858,701.31] 1,864,425.54
AT S DR, D l -
Increment tax on land value § 1,188,260.13
S |
Tolal 8,264,999.59 | 5,986,291.93 8,161,513.81
(XXX Selling expenses
ltems the year 2021 the year 2020 5 the year 2019
...... E - - :.
Remuneration expense i I 37,549.74
i E o
Office expenses | 672.00
'
| | 38,221.74

Total

(XXXIIl) Administrative expenses
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Iltems | the year 2021 the year 2020 the year 2019
__.._..._..I. _____ i . el
Remuneration expense i 6,202,275.45 4,850,423.20 6,545,184.70
Business entertainment expenses 281,828.00 63,533.30 : 172,321.00
Vehicle cosls ﬁ 116,125.31 81,291.77 196,231.48
Transportation and travel expense 82,274.00 14,168.85 | 82,207.30
i e i e S B - |
Office expenses : 1,138,329.23 753,316.74 952,320.29
- o o | o e s b i
Depreciation and amortization 25,998,281.47 | 26,159,632 .44 25,473 664 67
| |
Intermediary expense 2,902,032.40 | 1,171,684.34 | 437,351.50
= e il _
Taxes 56,667.86 | 602.70 3,720.00
Leasing property management expense B97,053.36 61,949.00 674,804.73
Water and electricity fee 57,805.94 27,713.69 | 132,206.15
Decoration fees 84,067.87 109,250.89 I 172,925.84
Information service expense 10,893.29|
Maintenance & repair costs 234,708.14 520,146.13
Other . 18,517.74 |
- :
Total 37.816.738.80 33,657,716.09 35,363,883.79
(XXXIV) Financial expenses
T
I
ltems the year 2021 | the year 2020 i the year 2018
Interest expenses 8,597,873.83 8,022,423.35 | 10,411,238.85
S —— . |
Less: interest income 3.5?6.251.085 3,208,257.25 1,710,756.53
~ N - SE. —— ; i S
Handling fee expenses 16|Qﬂ‘|‘ﬁ‘f§ ?,855.30i 31,325.98
Other 45,385.89 75,499.08 |
| i
— |
{ |
Total 5,083,910.31 4,897,534.48 8,731,808.30
i ONa -
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business activities

(XXXV) Other revenues
Iltems the year 2021 ! the year 2020 the year 2019
Government grants lated i 5 I
Qrans et o sy 16,860,000.00 34,939,700.00 14,750,000.00

Total

16,860,000.00 |

|
34,939,700.00
|

14,750,000.00

(XXXVI) Investment income

ltems the year 2021 the year 2020 the year 2019
— | e - L
st s g sy
o Total - _ _;,-1}39,251 23_ ------
(XXXVII) Credit impairment losses |
ltems f the year 2021 the year 2020 the year 2015
e 569,503.29 i T
BEE :I'otal N : _ 569,5:0-3: 29 i S
(XKW Asset impairment losses
ltems the year 2021 the year 2020 the year 2019
Bad debt losses - ---------------- -399,33[!_?7. _ -51,573.09
Total i | -3599.830.77 ____'-_"';1_"5?3.09
(XXXIX) Non-operating income
Items the year 2021 the year 2020 the year 2019
Profits from disposal of non-current assets ;48-4.?91 ,?ID.-_ 2.862.539.04: 436,893.18
S | R | P L R ST U SR S
Acceptance of donation I 174,538.60 598,500.00
Tax refund | 8,222 34 2
eni N P 12851060
;a;:;a;;;d dam_c;l_g-e-."iscome _ 293,098.10 : 2,801.00 47'._. _
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ltems the year 2021 the year 2020 the year 2019
Other 233,006.62 114,809.65 | 105,769.77
Total : 2,011,796.42 3,204,795.34 1,617,000.55
(XL) Non-operating expenses
1
ltems the year 2021 ‘ the year 2020 I the year 2019
...... | | | o
MNon-current asset disposal losses | 302,248.79 B8,576.29 :
e | =r S | , S
External donation | 86.510.00i 385,720.52
Tax delay charge 134,661.36 55,356.42 14,295.00
- STCE _I i s i PRSIt
Other 18,024.61 12,351.17 | 1,278,063.28
— . i - i -
Total 454,935.76 | 160,795.88 1,678,078.80
! i
(XLI) Income tax expenses
! I
ltems | the year 2021 the year 2020 ! the year 2019
Current income tax expense 23.8?5,928.135 25,561,148.51 25,480,661.72
Deferred income tax expenses 113,337.10 -23,198.89 -164,441.06
Total i 23,989,265.23 25,537,949.62 | 25,316,220.66
| |
(XL1l) Supplementary information of Cash Flow Statement
(1) Supplementary information of Cash Flow Statement
i
Supplementary information the year 2021 the year 2020 ' the year 2019

s i o e o s e g

1. Net profits adjusted to cash flow from
operating activities: {

Net profits 65,043,473.17

Add: provision for impairment of assets

96,600,024.58 |

66,783,5611.88

399,830.77 |

51,573.08

Credit impairment reserve -569,503.20

Depreciation of fived assets, depletion of oil|

| 50,214,461.31 |
and gas assets, and depreciation of productive {

I T

B
41,919,944.64 |
|

48,667,704.22

)
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Supplementary information the year 2021 the year 2020

the year 2018

Fixed assets acquired under finance lease | i

3.Net change of cash and cash

equivalents:

31,304,193.40 41,685,040.86

Closing balance of cash 20,040,565.21

Less: opening cash balance 41,685,049.86 : 20,040,565.21 | 31,744,397.55
Add: Ending balance of cash equivalants l
Less: opening balance of cash equivalents .
L B |
Net increase of cash and cash equivalents -10,380,856.46 | 21,644 484,65 -11,703,832.34
| |
i i
(2) Composition of cash and cash equivalents
! |
ltems i the year 2021 ! the year 2020 the year 2019
e OO e L —i_ —
I. Cash | 31,304,193.40 41,685,049.86 20,040,565.21
Of which: cash on hand 12,437.86 | 23.69?.9?5 132,597.54
Bank deposits for payment at any time 31,291,755.54 41,661,151.89 19,207,967.67
Other monetary assets for payment at anyi |
time | |
| i |
............ i : i gis R
Il. Cash equivalents ! :
Of which: bond investments due within three | |
menths i i
i
lll. Closing balance of cash and cash 31.304.193 405 41 685.049.86 | 20,040.565.21
equivalents { g el R

Of which: cash and cash equivalents with | ;
restricted use by the parent company or group | = i
subsidiaries { i

i

(XLIN) Assets with limited ownership or right of use

ltems the year 2021 Limited reasons

External security mortgage

Inventory-land use right 224,526,050.00
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ltems the year 2021 Limited reasons
Inventory-land use right ! 39,221,300.00 Short-term borrowing morigage
Investment properties 81,006,853.12 ; External security mortgage
Accounts receivable 283,300,000.00 Long-term borrowing pledge
| e i st : —
Other monetary funds | 11,500,000.00 | External security pledge
———— ] E _l e D e ey L e
Total { 639,554,203.12 |
{ |

VIl. Consolidation scope changes

1. Business combination under different control

No

2. Business combination under the same control

No

3. Changes in consolidation scope for other reasons

No

VIil. Equity in other entities

The subsidiaries included in the Group's consolidated financial statement are specifically as follows:

Shareholding ratio

Name of subsidiaries Main business place Reqistered place (%) Acquisition mode
Binzhou Xinyuan Water C{: Binzhou High-tech ! Binzhou High-tech ;. L
Ltd. | Zone T § 100.00 Appropriation

Binzhou High-tech Longjiang
Agricultural Development Co.,

Binzhou High-tech  Binzhou High-tech 100.00 Appropriation
Ltd. ' !

Zone Zone

Binzhou Hightech Zomelg. ..., Kightech! Binzhou High-tech!

State-owned Capital | 100.00 Appropriation
Investment Operation Co., Ltd. QZD"E Zone {

s ;._._;. aasasnmany - v ! ——
gglzﬁéj High-tech Property gg:nz:ou High-tech | s-:;ﬁ::nu High—techi 47.8788 ! Appropriation
el e E __ e ! S
Binzhou  High-tech  Zone| ; | !

Qiancheng Urban | Binzhou High-tech | Binzhou High-tech 100.00 Extabiishmeit
Development Investment Co.,; Zone | Zone ; ] ;
Ltd.
Binzhou High-tech  Zone Binzhou  High-tech Binzhou High-tech | 65.00 Appropriation
Longyin Water Co., Lid. | Zone | Zone ! E |
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Shareholding ratio

TR |
Mame of subsidiaries | Main business place Registered place i (%) Acquisition modea
| | |
Binzhou  High-tech  Zone Binzhou High-tech ' Binzhou High-tech . ;
Qiancheng Energy Co., Ltd. | Zone | Zone 5 s sl
Binzhou Shengjie Property Binzhou  High-tech Binzhou High-tech ' "
Management Co., Lid. | Zone | Zone g 100.00 | Appropriation
1 1 |
Binzhou High-tech F .. | Bi igh- i i i i
U:Sz u Hig ood Co iggwnzehou High-tech gg-l:gou H|gh—T.e-::hi 100.00 Appropriation
i - i |
i- Taa . e T T — l —————as ————
Binzhou High-tech Industry | _. : . _ i :
:_r;;ubator Development Co..égg.'::w ngh—leméggfgou High-tsch 83.87 _ Appropriation
Binzhou  High-tech Zone; - : i v : |
Qiancheng Human ResuurcesézBmzmu ngh—lechiEllnzhou HJgh-techl 100.00 5 Establishment
Co., Ltd. Bhe e !
e AN : e L — kil
gng;_?; Huili Venture Capﬁa';g:ﬁ;mu ngh-techég:;zgou H!g“'te"“g 100.00 Appropriation
- - : 2 : : :
gl:zﬁ; Xinsheng Meat Fcodéinnz:t:u H|gh-tech§§l]r:12;mu ngh—techg 80.00 [ Eatablishmant
inzhou uyu roject | .. . - ; | |
Management Consulting Co., Brtfaon) Higretach Cinzhou.. Figh-sash) 100.00 | Appropriation
Ltd Zone | Zone { |

IX. Associated parties and associated transactions
1. Parent company of the company

The controlling parent company of the company is Binzhou State-owned Capital Investment Operation Group
Co., Ltd., holding 51% shares of the company, with 51% voting rights of the company. The ultimate controller of the
company is the Binzhou Municipal People’s Government State-owned Assets Supervision and Administration

Commission.
2. Corporate subsidiaries and associated enterprises
Please refer to Note VIl Equity in other entities
X. Commitments and contingencies

1. The Group'’s external guarantee as of 31 December 2021:

': Amount guaranteed (RMB

Guarantor units Secured units i ten thousand)
Binzhou High-tech Property Co., Ltd. 'YUYUE Home Textile Co., Ltd. 8,000.00
| N ] '
Binzhou High-tech Property Co., Ltd, ‘Binzhou Financial Investment Co., Ltd. | .
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Guarantor units

E | Amount guaranteed (RMB
- SRS Uity | ten thousand)

|
]
e -
!
|

Binzhou High-tech Property Co., Ltd. | Binzhau High-tech Urban Canstruction Company 12.639.20
Binzhou High-tech Property Co., Lid. | Binzhou Jinyi Equipment Co., Ltd. 500.00
_...._._... I iy i e i i i == w AR
Binzhou High-tech Property Co., Ltd. EYUYUE Home Textile Co., Ltd. 3,000.00
Binzhou Xinyuan Water Co., Lid. -E:;zhou High-tech Construction Engineering Cc 1 8E0.00
Binzhou Xinyuan Water Co., Ltd. Binzhou Longteng Water Co., Ltd. I 791.16
s | i
Bifzhai Hiah-taah . ; ;Binzhou High-tech Zone Development andé
inzhou High-tech Zane Financial Group Co., Ltd.  irimstmeit Ca, Lid. | 8,100.00
; : . . |Binzhou High-tech Zone Development andi
Binzhou High-tech Zone F ! P [
igh-tech Zone Financial Group Co., Ltd. ' Investment Co., Ltd. { T00.00
Binzhou High-tech Zone Financial Group Co., Ltd. Binzhou Longteng Water Co., Lid. 791.16
Binzhou High-tech Zone Financial Group Co., Ltd. fBinzhnu High-tech Urban Canstruction Co., Lid. 16,500.00
Binzhou High-tech Zone Qiancheng Llrbang . - ; '
Divelopment Investmant oo, Lid, Binzhou Municipal Engineering Co., Lid. 890.00
Binzhou High-tech Zone State-owned Capital ., ;
Invesimént Operatian Group Co., Lid. Binzhou Dongli Thermal Power Co., Lid. | 1,858.27
| |
Total ! ’ 72,621.39

2. Pending matters

As of 31 December 2021, the Group had no significant pending litigation matters for disclosure.

Xl. Events after the balance sheet date

As of the approval date of financial statement, the Group had no significant events after the balance sheet date

for disclosure.

XIl. Notes on major items of parent company’s financial statement

(I) Other receivables

Items

31 December 2021

31 December 2020 31 December 2019

Dther receivables |

624,7?4.021.165 169,649,882.01

765,832,264.88 {

Total

624,774,021.16 169,649,882.01

765,832,264.88

Disclosure by age
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Aging 31 December 2021 31 December 2020 31 December 2019
Within 1 year ------ 145,005,3;1.?2 607,913,801.16 104.639.3-2_2;:; 1
1-2 years 603.956,;9;;;-"“ ipii 11,90-:-:-:1;1.:1..{10-2 _—-:,_gao,nm_;
2-3 years ; 1_1.,-95.5.-1"5-50.0{1 ;;;,storoanmé 50,000,000.00
3-4 years : -;,;J;J,DE0,0DE o '
— ______+ === e e e o TRl
Subtotal I 765,832,264.88 I 624,774,021.16 169,649,882.01
Less: bad debt provision 1 _ | -
Total _ T65,832,264.88 a 624,774,021.16 169,649,882.01

(l) Long-term equity investments

1. Classification of long-term equity investment

| 31 December 2021 |

31 December 2020

Items . . : .
i ] | |
{ Provision for | ! | Provision for
: Book balance | mpirmest ' Book value | Book balance | ipalivaant Book value
i E {
] m '1 T i R | -
nvestmen in| i | 5
subsidiaries I 4.643,22ﬂ11ﬂ8.58i -¢.E‘348~.22'[]'.1{].51.58-E 4.639,800.108.58; 4,630,800,108.58
e | : —— . S — g
Total - 4,648,220,108.58 i 4,648,220,108.58| 4,630,800,108.58 | 4,630,800,108.58
(Continued)
31 December 2019
Items e e e ——
Book balance Provision for impairment | Book value
Investment in subsidiaries 4,618,60{},108.5-8_: 4,618,600,108.58
Total 4,618,600,108.58 | 4,618,600,108.58
i
2. Investment in subsidiaries
! ! , I |
| | I 1 | Provision for | Impairment
Invest 31 December 2020 | _Ncreasein Dot | 31 December 2021 | impaimmentin | Tic oy,
nvestea ecember current period i | tht;g:.il{r]r;nt |  balance

Binzhou Xinyuan Water |

30,000,000.00 |

30,000,000.00;
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'Decrease in | Provision for |

|
! | i .
i i : fract sy .| Impairment
Investee { 31 December 2020 | InEtbame o current | 31 December 2021 | impairment In | reserve
; | current period | . { i the current
{ | period | i balance
| { i : period
e - : e v e el v o b o
Binzhou High-tech I i i |
Longjiang  Agricultural | 30,000,000.00 5 ; 30,000,000.00
Development Co., Lid. i ; i
_— _ .
Binzhou High-tech Zone | .
State-owned Capital | i , f
Investment  Operation | 50,000,000.00 ! ' 50,000,000.00 | !
Co., Ltd. s ! i
| |
zh H i : | ) i | _
Binzhou igh-tech | | | | |
Property Co., Ltd. § 4,216,31 8.349.82_5 | 4,216,318,349.82
e e —
Binzhou High-tech Zone | i {
Qiancheng Urban | | !
Development i 54,730,000.00;  17,420,000.00 ; 72,150,000.00 .
Investment Co., Ltd. | | i | |
| | | |
! | " |
Binzhou Huili Venture | I ; | :
Capital Co., Ltd. ; 100,000,000.00 ; 100,000,000.00 |
Binzhou High-tech Zone | P | |
Longyin Water Co., Lid. : 149351}5335; | 149.?51.?53-?6§
= | i
| = I | !
Total § 4,630,800,108.58;  17,420,000.00 | 4,648,220,108.58 |
i ! E i !
{Continued)
| -: .
' Increase in EDHJ&E"% in I iﬁrpﬁlmnftc;; | Impairment
Investes . 31 December 2019 | iod i current | 31 December 2020 | e | reserve
; current peno | period | | : balance
i period
| ' |
Binzhou Xinyuan Water | ! { ! ool
o, L. , 30,000,000.00 | : 30,000,000, |
e ; |
Binzhou High-tech | i | l
Longjiang  Agricultural | 30,000,000.00 | { i 30,000,000.00
Development Co., Ltd. | E .
Binzhou High-tech Zone | | |
f‘;tatewned Capital 50,000,000.00 50,000,000.00 |
nvestment  Operation | : | |
Co., Ltd. ' |
| _— i | ki i
T ! ! !
Binzhou  High-tech = | 4,216,318,349.82 ]
Property Co., Ltd. ? R ; | ; |
| | !
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| | |
| |
i | i ¢ Provision for | :
| | { Decrease in | = : | Impairment
Investee ' 31 December 2019 | Increase l.n | curent | 31 Deecember 2020 | impairrment in I rgsen.re
{ current period | ; i i the current |
| . | period i | balance
| ; i period |
| 1 = 5
Binzhou High-tech Zone | | _ I
Qiancheng Urban | i 5 ’ ! |
Development 42,530,000.00 | 12,200,000.00 i 54,730,000.00 {
Investment Co,, Ltd. | ’ ' I
T S— reem—- | s ; 1 i
i i ' ! ' |
Binzhou Huili Venture | ’ ! ’ !
Captalics. tid. :- 100,000,000.00, | ©100,000,000.00| '
| ! | | | '
1 — i ol | = = .
Binzhou High-tech Zone | | I
Longyin Water Co,, Ltd. | 149,?51,?53,?65 i 149,751,758.76 |
: _r | .
Total | 4,618,600,108.58  12,200,000.00 | 4,630,800,108.58
(Continued)
| | | |
' 5 : Provision for | ;
| ; | Decrease in i : .| Impairment
Investee | 1January201g | IMereaseincument T ot | 31 December 2019 | MPAIrMentin | T cerve
! | period dod | i the current | Batars
| | Tanll | perod |
LTSRS =R r , — I —
i | | | i
Binzhou X Wat | { i
b kil E’g 30,000,000.00 30,000,000.00
N | | R
Binzhou High-tech | i i | g
Longjiang  Agricultural | 30.000,000.00 | 30,000,000.00 |
Development Co., Ltd. | i | i
i e I ' : | L PRSI S il
Binzhou High-tech Zone | ; | ; :
State-owned  Capital |
Investment  Operation | 6,000,000.00) | ; ED,DGD,GU{I'.UGE
Co., Ltd. I i ' ’ ’
— e rr———i —--—--i---- — |
Binzhou High-tech ; a !
Property Co., Ltd. 4‘216,318,349.822 4.215,318,349,32! |
Binzhou High-tech Zone - .- |
Qiancheng Urban = t i 3
Development AR hee | |
Investment Co., Ltd. | ! i | |
| 1 - ’ R (S e N
Binzhou Huili Venture | f 5
Capital Co., Ltd. { 100,000.000.005 ! ‘ICIU,GDD,DDU.Dﬂg :1
inzhou High- one | ! | 751,758.76 |
Longyin Water Co., Ld, | 149,751,758.76 | 149,751, , |
Total | 4,576,070,108.58|  42,530,000.00 | 4,618,600,108.58 !
| | | i '
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@ ZHONGXINGHUA CERTIFIED PUBLIC ACCOUNTANTS LLP

performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.
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and performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.
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and performance of the group audit. We remain solely responsible for our audit opinion.

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

deficiencies in internal control that we identify during our audit.

Certified Public Accountants
Registered in the People's Republic
of China
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