





























































































































Notes to the Financial Statements for the six months ended 30 June 2021
Danyang Investment Group Co., Ltd.

Invesies

Asat 31/12/2020

Increase in
capital

Decrease in
capital

As at 30/6/2021

Balance of

Provisi| provision

on for

for

impair | impairment

ment

Asat

| 30/6/2021

Hongding
Outdoor Media
Service Co., Ltd.

Jiangsu Qiliang
Cultural Tourism
Development

Co., Lid.

100,000,000.00

100,000,000.00

Danyang New
Rural
Construction
Development

Co., Lid.

200,000,000.00

200,000,000.00

Danyang
Dansheng
Logistics
Industrial
Development

Co., Lid.

420,000,000.00

420,000,000.00

Fengmei
International
Investment Co.,
Ltd.

17,792,000.00

17,792,000.00

Danyang
Tiansheng New,
City
Construction
Investment
Development

Co., Lid.

546,290,667.88

546,290,667.88
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2021 Financial Statement Notes of Jiangsu Gaokai Investment Development Group Co., Ltd

Jiangsu Gaokai Investment Development Group Co., Ltd.
2021 Financial Statement Notes

(Unless otherwise specified, the amount unit is RMB)

I. Company profile

() Registered location, organization form and headquarter address of the com pany

Jiangsu Gaokai Investment Development Group Co., Ltd (hereinafter referred to as “corporate” or
‘company”) is a wholly state-owned company invested by Rugao People’'s Government (Rugao
Government State-owned Assets Supervision and Administration Office was authorized to perform the
duties of investor), and founded in May 4, 2015 Corporate unified social credit code
9132068233887352XA, registered capital RMB 5,000,000,000, paid-in capital RMB 3,000,000,000, and
corporate domicile at Room 512, Times Building, Haiyang North Road, Chengbei Street, Rugao City,
Nantong City.

(1) Main corporate business activities

Corporate business scope: industrial investment and management; infrastructure and ancillary
project, affordable housing, standard factory building, water conservancy project and greening project
construction and management: real estate development and operation; asset management: property
management; mechanical equipment, electrical equipment, electronic product, building material, steel
and wood sales. (The projects subject to approval according to laws shall gain approval by relevant
departments before carrying out business activities)

() Scope of consolidated statement

The company had a total of 26 subsidiaries included in the consolidation scope in Friday, December
31, 2021; please refer to Note VII| “Equity in other entities”. Corporate current consolidation scope has
increased 14 subsidiaries, and reduced 2 subsidiary compared with 2020; please refer to the Note VII
“‘Changes of the consolidation scope”,

Il. Preparation basis of the financial statements

1. Preparation basis

The company prepares financial statements pursuant to the Accounting Standards for Business
Enterprises—Basic Standards (MOF Decree Release No0.33, MOF Decree Amendment No.76)
promulgated by the Ministry of Finance, the 42 Items of Specific Accounting Standards promulgated and
amended on and after February 15, 2006, the Accounting Standards for Business Enterprises
Application Guidelines, the Guidelines for the Application of Accounting Standards for Business
Enterprises, the Accounting Standards for Business Enterprises Interpretations and other relevant
regulations (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, accounting in the
company is conducted based on the accrual system. Apart from certain financial instruments and
investment real estate, the financial statements should be measured on the basis of historic cost. If an
asset is impaired, the corresponding provision for impairment shall be made in accordance with the
relevant provisions,
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2021 Financial Statement Notes of Jiangsu Gaokai Investment Development Group Co., Ltd

2. Sustainable operations

The financial statement is presented based on sustainable operation, and the company has the
ability of sustainable operation within at least 12 months from the end of reporting period.

lil. Statement on compliance with Accounting Standards for Business Enterprises

The financial statements formulated by the company were in accordance with the requirements of
accounting standards for enterprises, and they truly and completely reflected the company's
consolidation and its parent company's financial status on 31 December 2021, as well as its
consclidation and its parent company’s operation results, consolidation, cash flow and other relevant
information in 2021,

IV. Significant accounting policies and accounting estimate

The company and various subsidiaries engage in business activities such as construction
repurchase and land consolidation. 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 transactions and
events such as income recognition and R&D expenditure; see descriptions in Note |V 28 “Incomes”,

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.

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

The company and its domestic subsidiaries use RMB as the accounting standard currency and their
currency in main economic environment, The company’s overseas subsidiaries determine RMB as their
accounting standard currency according to the currency in main economic environment where they
operate. The currency used by the company in preparing the financial statement is RMB.

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
and after 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
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2021 Financial Statement Notes of Jiangsu Gaokai Investment Development Group Co., Ltd

obtains control to the combined party.

The company measures the assets and liabilities obtained from consolidation of enterprises,
according to the book value of consolidated party's assets and liabilities (including the goodwill arising
from ultimate controller's acquisition of the consolidated party) in the ultimate controller's consolidated
financial statement on the consolidation date; adjusts the capital premium in capital reserve, by the
difference between obtained net asset book value and paid consolidated consideration book value (or
total par value of shares issued), and adjusts retained earnings, if the capital premium in capital reserve
is insufficient to offset.

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 obtains control over other
participating enterprises on the purchase 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.

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 s
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
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2021 Financial Statement Notes of Jiangsu Gaokai Investment Development Group Co., Ltd

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 deals belonging to package-deal are
accounted based on the above description and Note IV. 15 - Long-term equity investments; the deals not
belonging to package-deal are accounted Separately based on separate financial statements and
consolidated financial statements.

In the individual financial statements, the sum of the book value of the equity investment held by the
purchased 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 other comprehensive income, the other comprehensive income related to the
acquisition of the investment will be accounted for on the same basis as that of the acquiree directly
disposing of the relevant assets or liabilities(that is, other than the corresponding share of the change in
the net liabilities or net assets of the beneficiary plan 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 purchased party
held before the acquisition date involves other comprehensive income, the other comprehensive income
related 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 the control. Control means that
the Company has the power over the invested entity, earns variable return by participating in relevant
activities of the invested entity, and has the ability to influence the return amount by exercising its power
over the invested entity. The scope of consolidation includes the company and all its subsidiaries.
Subsidiaries are those that are controlled by the company.

The company will conduct a reassessment once the relevant facts and changes in circumstances
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have caused changes in the relevant elements involved in the above control 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 the subsidiary acquired in the business
combination under same control, the business performance and cash flows from the beginning of the
period to the purchase date has been included in the consolidated income statement and consolidated
cash flow statement, and the comparative figures in the consolidated financial statements are
correspondingly restated.

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 assets 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 shareholder's equity of the subsidiary and the current portion of the net profit or loss that does
not belong to the company are separately presented as minority shareholders’ equity and minority
shareholders’ profits and losses under the item of shareholders’ equity and net profit in the consolidated
financial statements. 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 exceeds the minority shareholders interest in of the equity of the subsidiary, they are still
offset against the minority shareholders 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 related 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
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acquiree that directly disposes of the relevant assets or liabilities. (That is, except for the change 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 part is subsequently measured in accordance with relevant regulations such as “Accounting
Standards for 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. 15 “Long-term equity investment” or Note IV. 9 “Financial Instruments”.

If the company disposes of the equity investment in a subsidiary through multiple transactions until it
loses control, it needs to distinguish whether each transaction that deals with the equity investment in
the subsidiary until the control is lost is a package transaction. When the terms, conditions and economic
impacts of disposing subsidiary equity investment transactions comply with the following one or more
circumstances, it generally indicates that multiple transactions shall be accounted as package deal: @
these transactions are signed simultaneously or when considering mutual impact; (@ these transactions
as a whole can achieve a complete business 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 the package deal, for each
transaction, accounting treatment is conducted according to the applicable principles in “partially dispose
the long-term equity investment of subsidiary without losing the control right” (see Note IV 15 (2) @) and
“lose the control right on original subsidiary due to disposal of partial equity investment or other reasons”
(see 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.

Corporate investment in joint venture is accounted by the equity method, and treated according to
the accounting policy specified in Note IV 15 (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
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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 3 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 recognizes 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 converted 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 exchange 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
available-for-sale foreign currency monetary items, the exchange difference arising from book balance
change other than the amortized cost is included in other comprehensive income.

For the preparation of consolidated financial statements involving overseas operations, if there is a
foreign currency monetary item that substantially constitutes a net investment in overseas operations,
the exchange differences arising from changes in exchange rates are included in other comprehensive
income; When disposing of overseas operations, transfer to disposal of current profits and |osses,

Non-monetary foreign currency items measured at historical cost are still measured by the amount
of functional currency converted at the spot exchange rate on the transaction date. Non-monetary
foreign 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
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in exchange rates) and included in current profit or loss or confirming as other comprehensive income,

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.

@ Financial 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 amortization 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 assets 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 into other comprehensive incomes. When such financial assets are derecognized, the
cumulative gains or losses previously 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
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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 profit 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.

(D Financial liabilities 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 losses
contain transactional 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 earnings. 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.

@ Other 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 assets are derecognized in one of the following conditions: (D the contractual right to

receive cash flow of such financial assets is terminated; @ such financial assets have been transferred,
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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 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 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.

(4) De-recognition of financial liabilities

If current obligations of financial liabilities (or a part thereof) are removed, the company
derecognizes such financial liabilities (or a part thereof). If the company (borrower) signs an agreement
with the lender, to replace the original financial liabilities by bearing new financial liabilities, and contract
clauses of new financial liabilities and original financial liabilities are substantially different, the original
financial liabilities are derecognized, while recognizing a new financial liability. If the company makes
substantial modification to the contractual clauses of original financial liabilities (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
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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 liquidate 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 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. 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,
efc., 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
techniques. Valuation techniques 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 (including
“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
recognize a financial asset or financial liability. Financial assets and financial liabilities are measured at
fair value on initial 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
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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 initially 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 financial liabilities and current applicable valuation technigque with
sufficient applicable data and other information support is used. Input value for measurement of fair
value can be divided into three levels, i.e. the first-level input value is unadjusted quotation on same
assets or liabilities obtained in the active market at the date of measurement: the second-level input
value is directly or indirectly observable input values of related assets or liabilities except 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
measurement result of fair value is decided according to the lowest level of input value with great
significance for 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 assets.

@ Financial 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 unquoted on active market, and settlement 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.
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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.

(2) 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
the 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.

@ Loans 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 amortized cost using the
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
recognition, and 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 method, 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
curréncy monetary financial assets and amortized costs in profit or loss for the current period, are
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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.

(3) 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.

(D Impairment 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.

@ Available-for-sale financial assets impairment

As the comprehensive related factors, when the decline in the fair value of available-for-sale equity
instrument investment is a serious or non-transient decline, it indicates that the available-for-sale equity
instrument investment is impaired. Among them, “serious decline” refers to the cumulative decline in fair
value over 20%; “non-temporary decline” refers to the continuous decline in fair value over 12 months.

When the available-for-sale financial asset is impaired, the accumulative loss that is originally
recorded in other comprehensive income due to the decline in fair value is transferred to the profit or loss
for the current period. The 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 financial
asset has been recovered after the period and it is objectively related to the event occurred after the loss
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is confirmed, the previous recognized impairment loss is reversed. The impairment loss of the
available-for-sale 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 settled by delivery of the equity instrument, are not reversed.

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

Financial assets are derecognized in one of the following conditions: @) the contractual right to
receive cash flow of such financial assets is terminated; (2 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 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 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.

(9) Classification and measurement of financial liabilities
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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. For financial liabilities at fair value through profit 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.

@ 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
liabilities designated at initial recognition as fair value with the changes to the current profit or loss, and
the conditions of 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 measured at fair value.
Any gains 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.

@ Other financial liabilities

Derivative financial liabilities that are linked to equity instruments unavailable to be quoted in an
active market and whose fair value cannot be reliably measured, settled by delivery of the equity
instruments, are subsequently measured at cost. Other financial liabilities shall adopt effect interest
method, and be recognized at amortized 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 and loan commitment

The financial guarantee contract that does not belong to financial liabilities measured at fair value
with the changes charged to current profits and losses, or the loan commitment that is not designated to
measure at fair value with the changes charged to profits and losses and will be subject to loan lower
than the market interest rate, is initially recognized as per the fair value, and after initial recognition, it is
subsequently measured at the higher between the amount determined pursuant to the Accounting
Standards for Business Enterprises No.13 — Contingencies and the balance of initially recognized
amount deducting the cumulative amortization amount determined pursuant to the Accounting
Standards for Business Enterprises No.14 - Income.

(6) 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 consideration (including transferred non-cash assets or assumed new financial liability) is
charged to current profit or loss.

(7) Derivatives and embedded derivatives

Derivatives are measured initially at fair value at the date of contract signing, and are measured
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subsequently at fair value. Except for derivatives that are designated as hedging instruments with the
high effective hedges, the fair value gains or losses should be recorded in the determined profit or loss
period based on the nature of the hedging relationship and the requirements of hedge accounting. And
the changes in value of the remaining fairness derivatives are charged to the current profit or loss.

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 subsequent balance sheet date, the
hybrid instrument in its entirely is designated as financial asset or liability at fair value through current
profit or loss.

(8) 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.

(9) 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 investment, other debt investments, long-term receivables, etc. In addition, for some
financial guarantee contracts, provision for impairment 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
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impairment losses according to the applicable expected credit loss measurement method (general
method or simplified method) for the above items.

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 assumes
their credit risks have not increased significantly since initial recognition, and chooses to measure 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. Except in special circumstances, the company adopts the default risk changes
that occur within the next 12 months as reascnable estimate of default risk changes that occur
throughout the existence period, to determine whether credit risks have increased significantly since
initial recognition.

In general, if overdue for more than 30 days, the company believes credit risk of this financial
instrument has increased significantly, unless conclusive evidences prove credit risk of this financial
instrument has not increased significantly since initial recognition.

The company will consider the following factors when assessing whether credit risk is increased
significantly:

1) Whether the actual or expected operating results 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;
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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:

S) 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

The 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.

Apart from financial assets with single assessment of credit risk, the company classifies financial
assets into different groups based on common risk characteristics. Common credit risk characteristics
adopted by the company include: financial instrument type, credit risk rating, aging portfolio, overdue
account aging portfolio, contract settlement cycle, debtor's industry, etc., to assess credit risk based on
portfolio.

(5) Accounting treatment method of financial asset impairment

At the end of period, the company calculates expected credit losses of various financial assets, and
if such expected 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

34



2021 Financial Statement Notes of Jiangsu Gaokai Investment Development Group Co., Ltd

(@ Notes receivable

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

ltems ! Basis of determining the portfolio

Bank acceptance bill Acceptors are banks with low credit risks

According to credit risk division of the acceptar, it is tht';‘ same és the division of

Commercial acce ce bill 2 : !
me accepien ‘accounts receivable” portfolio

Note: Regarding bank acceptance bills with excellent reputation, the provision for bad debts is
generally not considered. After testing, the company deems that the expected credit loss rate of bank
acceptance bills is 0%.

(&) Accounts receivable and contract assets

With regard to accounts receivable and contract 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:

Items Basis of determining the portfolio
Aging portfolio This portfolio takes the aging of receivables as credit risk characteristics.
Funds of government agencies, administrative organs and other government
Other combinations credit organizations and corporate controlling shareholders or other associated
parties

3 Other receivables

The company measures impairment losses based on whether the credit risks of other receivables
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 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
Aging porifolio This portfolio takes the aging of receivables as credit risk characteristics.
Funds of government agencies, administrative organs and other government
Other combinations credit organizations and corporate controlling shareholders or other associated

‘ parties

@ 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.
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© Other debt investments

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.

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.

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, 9
“Financial Instruments” and Notes IV, 10 “Impairment of Financial Assets” for the relevant accounting
policies.

12. Inventory

(1) Classification of inventory

Corporate inventory is divided into material, development product, development cost, contract
performance cost-land consolidation, contract performance cost-construction engineering, etec.

(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. In case of acquisition and delivery, the price is weighted according to
the weighted average 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 fo 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 provision for inventory devaluation is usually based on the difference between the higher
cost of a single inventory item and its net realizable value. As for inventories with large quantity and low
unit price, the provision for inventory depreciation reserve is made based on the category of inventories:
as for inventories related to serial products manufactured and sold in the same region, with the same or
similar ultimate application or purpose, and difficult to measure separately from other items, the provision
for inventory depreciation reserve may be combined.

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,
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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) The inventory system is a perpetual inventory system.

(5) Amortization method for low-value consumables and packaging materials

The company leverages one-off amortization method for accounting of low-value consumables,
except for the turnover materials averagely amortized over five-year period.

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 atiributable 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. Held-for-sale assets and disposal group

If the company recovers its book value mainly through sale (including non-monetary asset
exchange with commercial substance, the same below) instead of continuing usage a non-current asset
or disposal group, it should be classified as held for sale. The specific criteria are to meet the following
conditions at the same time: a non-current asset or disposal group can be sold immediately under
current conditions based on the convention of selling such assets or disposal groups in similar
transactions; the company has already made a resolution on the sale plan and the purchase promise:;
the expected sales would be completed within one year. Among them, the disposal group refers to a
group of assets that are disposed of as a whole through sale or other means in a transaction, and the
liabilities direct related to these assets transferred in the transaction. If the asset group or asset portfolio
of disposal group shares the goodwill obtained in enterprise consolidation according to the Accounting
Standards for Business Enterprises No.8 — Impairment of assets, such disposal group shall include the
goodwill allocated to the disposal group.

When the company measures initially or re-measures the non-current assets and disposal groups
held for sale on the balance sheet date, if its book value is higher than the fair value minus the net
amount after the sale expenses, the book value should be reduced to the net amount of fair value less
costs to sell, the amount to write-down is recognized as asset impairment loss, included in the current
profit or loss, and make the provision for impairment of held-for-sale assets at the same time. For the
disposal group, the recognized asset impairment losses firstly deducts the book value of goodwill in the
disposal group, and then proportionally deducts the book value of all non-current assets in such disposal
group as specified in the applicable measurement provisions of the Accounting Standards for Business
Enterprises No.42 - Held-for-sale Non-current Assets, Disposal Team & Discontinued Operations
(hereinafter referred to as the “Held-for-sale Standards"). If the fair value of the disposal group held for
sale on the follow-up balance sheet day minus the net amount after the sale expense is increased, the
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amount of the previous write-down should be restored, which is classified for holding the sale and
reversed within the amount of impairment loss of assets confirmed by the measurement of non-current
assets as held for sale. The reversed amount should be recorded in the current profit or loss, and the
book value of various non-current assets should be increased according to the proportion stipulated as
the standard held for sale in addition to goodwill in the disposal group; the book value of the goodwill that
has been written off, and the confirmed amount of impairment loss of assets of the non-current assets
subject to the holding measurement criteria are not allowed to be reversed before classified as held for
sale.

Non-current assets held for sale or non-current assets in the disposal group are not subject to
depreciation or amortization. The interest and other expenses of the liabilities in the disposal group held
for sale continue to be confirmed.

When the non-current asset or disposal group no longer meets the classification criteria for the
held-for-sale category, the company should no longer classify it as a held-for-sale category or remove
the non-current assets from the disposal group held for sale. It is calculated as the lower of following two
measures: (1) The book value before classified as held for sale is the amount adjusted according to the
depreciation, amortization or impairment that should be confirmed if it is assumed not to be classified as
held for sale; (2) Recoverable amount.

15. 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
investments of which the company does not have control, joint control or significant impact on the
investee company are accounted as financial assets measured at fair value with changes included in
current profits and losses, if they belong to non-transactional, the company may choose to designate
them as financial assets measured at fair value with changes included in other comprehensive incomes
at initial recognition for accounting, 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 accordance with
the relevant agreement, and the related activities of the arrangement must be agreed upon by the
parties that share the right of control. Significant influence means that the company has the power to
participate in decision-making on the financial and operating policies of the invested company, but it
cannot control or 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 statements 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 insufficient, retain earnings
shall be adjusted. In the case of issuance of equity securities as the merging consideration, the share of
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the book value of the owner’s equity of the merged party in the ultimate 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 earnings 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 earnings shall be adjusted. The equity investments held before the
consolidation date due to using equity method of accounting or other comprehensive incomes
recognized as financial assets measured at fair value with changes included in other comprehensive
incomes, are 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.

Intermediary costs such as auditing, legal services, assessment, consulting, etc. incurred by the
combining 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 investment. Relevant costs directly
attributed fo the long-term equity investment, taxes, and other necessary expenditures shall be recorded
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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 N0.22 — 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 entity (except for
constituting a common operator) or significant influence is accounted as the equity method. In addition,
the company’s financial statements use the cost method to account for long-term equity investments that
can control the investee.

@ Long-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
consideration that has been announced but not yet issued, the current investment income should be
recognized in accordance with the cash dividends or profits declared by the investee.

@ 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 the long-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 efc. at the time of acquisition. 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
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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 consolidation, 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.

@ Acquisition of minority shareholder’ s interest

When preparing the consolidated financial statements, because of the difference between the new
long-term equity investment from the acquisition of minority equity and the share of net assets that
should be continuously 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
investment of subsidiary without losing the control right, the difference between disposal price and net
assets of subsidiary corresponding with the disposal of long-term equity investment is charged to
owner’s equity; if the parent company partially disposes the long-term equity investment of subsidiary,
resulting in losing control right of subsidiary, it is subject to relevant account policy specified in the Note
IV. 5. (2) "Method for the preparation of Consolidated 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
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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 book 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 method 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 method is
terminated.
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The company disposes of the equity investment in the subsidiary company through multiple
transactions 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 the loss 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 1o the current profit or loss at the time of loss of
control,

16. Investment properties

Investment real estate refers to real estate held to earn rent or capital appreciation, or both.
Including land use rights that have been leased, land use rights that are held and prepared for transfer
after appreciation, buildings that have been leased, etc. In addition, for the vacant buildings the bank
holds to prepare operating lease, if the board of directors (or equivalent) made a resolution in writing,
made clear that it will be used for business and lease, as well 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
real estate should be included in the cost of investment real estate if the economic benefits associated
with the asset are likely to 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.

For the details of impairment test method and withdrawal method of impairment provision of
investment real estate, please refer to Note V. 22 “Long-term asset impairment”.

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

17. Fixed assets

(1) Fixed asset recognition conditions

Fixed assets refer to the tangible assets that are held for the sake of producing commodities,
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
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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:

Category | Depreciation method Deﬁmgiﬂg:éear Resrlft:a(lgz?lua | Yearlz,;gﬂ:p{:}i:;iaticm

Houses and buildings | straight-line method | 2040 500 228475
?ﬁns;mrtation equipment l Stréight—linlé method I 4_-5 5.00] | 9”.50-23.?5
‘Machinery equipment Straightfine method | i 10-20 500 475950
Office and electronic devices | Straight-line method “ 35 5.00 19.0031.67

The expected net residual value is the amount that the company has currently reduced the
estimated disposal expenses from the disposal of the asset, the estimated use life of the fixed asset is
finished at the end of its useful life.

(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. 22 “Long-term Asset Impairment”.

(4) Recognition basis and valuation method for fixed assets acquired under financing lease
(applicable in 2020, not applicable for the implementation of new lease standards in 2021)

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.

18. 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
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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 IV, 22 “Long-term Asset Impairment”,

19. Borrowing costs

The borrowing costs shall include interest on borrowings, 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 be
capitalized after subtracting the interest income earned by the unutilized borrowing funds from bank or
the investment income obtained from the temporary investment; the general borrowings should be
determined for the amount of capitalization as following, the weighted average of asset expenditures that
the accumulative assets expenditure exceeds the special borrowings is multiplied by the capitalization
rate of general borrowings. 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
borrowings 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, etc.

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 suspended till the acquisition and construction or production of the asset restarts.

20. 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
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buildings, the relevant price should be allocated between the land use rights and the buildings. If it is
difficult to allocate them reasonably, 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 their 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.

At the end of the period, 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 the 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 time is
recognized as intangible assets. Expenditure at the development stage that does not satisfy the
following conditions is included in the current profit and loss:

@ It is feasible technically to finish intangible assets for use or sale:

@ It 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;

& 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

For details of the impairment test method and withdrawal method of impairment provision of
intangible assets, please refer to Note IV, 22 “Long-term asset impairment”.

21. Long-term prepaid expense

Long-term expenses to be apportioned are various expenses that have already occurred, but they
should be burdened by the reporting period and subsequent periods with a time limit of more than one
year. Long-term expenses to be apportioned are amortized on a straight-line basis over the expected
benefit period.
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22. Long-term asset impairment

For non-current non-financial assets such as fixed assets, construction in progress, intangible
assets with limited service life, right-of-use asset, investment real estate measured in cost mode, and
long-term equity investments in subsidiaries, associated enterprises, joint ventures, etc., the company
should determine whether there are signs of impairment on the balance sheet date. If there Is any sign of
impairment, its recoverable amount is estimated and the impairment test is conducted. For goodwill,
intangible assets with an indefinite useful life, and intangible assets that have not yet reached their
usable status are tested for impairment annually, irrespective of whether there is any sign of impairment.

If the impairment test results indicate that the recoverable amount of the asset is less than its book
value, the difference should be withdrawn and accounted as impairment loss. The recoverable amount is
the higher of the fair value of the assets minus the disposal expenses and the present value of the
estimated future cash flow of the assets. The fair value of the asset is determined on the basis of the
price of the sales agreement in an arm’s length transaction. If there is no sales agreement but there is an
active market for assets, the fair value is determined on the basis of the buyer’s bid for the asset: if there
is no sales agreement and active asset market, the most available good information is based to estimate
the fair value of asset. Disposal expenses include legal fees related to the disposition of assets, related
taxes, handling expenses, and direct expenses incurred in bringing assets into a saleable state. The
present value of the expected future cash flow of the assets is determined by the amount of discounted
cash flow selected in accordance with the estimated future cash flow generated during the continuous
use and final disposal of the assets. The impairment provision of assets is calculated and confirmed on
the basis of individual assets. If it is difficult to estimate the recoverable amount of a single asset, the
asset group to which the asset belongs should be used to determine the recoverable amount of the
asset group. Asset groups are the smallest portfolio of assets that can generate cash inflows
independently.

For the goodwill separate listed in the financial statements, the book value of goodwill is amortized
to the asset group or combination of asset groups that are expected to benefit from the synergies of the
business combination when assessing impairment. If the test result shows that the recoverable amount
of an asset group or a combination of asset groups which includes the goodwill that have been
apportioned to is lower than its book value, it shall be recognized as the corresponding impairment loss.
The amount of the impairment loss shall first charge against the book value of the goodwill which are
apportioned to the asset group or combination of asset groups, then charge it against the book value of
other assets in proportion to the weight of other assets in the asset group or combination of asset groups
with the goodwill excluded.

Once any loss of the above asset impairment is recognized, the value recoverable shall not be
switched back in the future accounting periods.

23. Contract liabilities

Accounting policy of contract liabilities is applicable to 2021 and beyond:

Contract liabilities refer to corporate obligation of transferring commodities to customers for
customer consideration received or receivable. If customers have paid contract consideration or the
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company has obtained unconditional right of receiving payment before the company transfers
commodities to customers, the company presents such received amount or receivables as contract
liabilities at the time of actual payment amount or payable in due time by customers, whichever is earlier.
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.

24. Employee remuneration

Staff remuneration of the company mainly includes short-term staff remuneration, post-employment
welfare, dismissal welfare and other long-term staff welfares. Of which:

Short-term remuneration mainly includes wage, bonus, allowance and subsidy, staff welfare,
medical insurance premium, maternity insurance premium, work-related injury insurance premium,
housing reserve fund, labor union fund and staff education fund, non-monetary welfare, etc. The
company recognizes actual short-term staff remuneration incurred during accounting period when the
employee provides service for the company as liabilities, and charges to current profits and losses or
related asset costs. Of which non-monetary welfare is measured at fair value.

Post-employment welfare mainly includes basic pension insurance, unemployment insurance and
annuity, etc. Post-employment welfare plan includes defined contribution plan and defined benefit plan.
For defined contribution plan, the corresponding payable amount shall be included in relevant asset cost
or current profits and losses when incurred.

Prior to the expiration of the labor contract, terminate the labor relations with employees, or propose
compensation suggestions to encourage employees to accept voluntary redundancy. When the bank
cannot unilaterally withdraw the termination benefits due to termination of labor relation plans or the
layoff proposal provided, confirm with the bank regarding the earlier date of costs relates to the
restructure of paying resignation welfare associated, confirm the employee remuneration liabilities
generated form termination of benefits, and included in the current profits and losses. Nevertheless, if
the dismissal welfare is expected not to be fully paid within twelve months after end of the annual
reporting period, it shall be handled as per other long-term employee remuneration.

Internal retirement plan of employee can be handled by the same principle as the above dismissal
welfare. The company will include the internally retired staff salary to be paid from the date of staff
ceasing providing service to the date of normal retirement and the paid social insurance premium, etc.
into the current profits and losses (dismissal welfare), while meeting the criteria of recognizing estimated
liabilities.

For other long-term staff welfare offered by the company to the employee, in case of compliance
with the defined contribution plan, it shall be accounted for as per the defined confribution plan, or
otherwise accounted for as per the defined benefit plan.

25, Provisions

When the obligation related to contingencies simultaneously meets the following conditions, it is
recognized as estimated liability: (1) such obligation is the current obligation assumed by the Group; (2)
the performance of such obligation is likely to cause outflow of economic benefits; (3) the amount of such
obligation can be reliably measured.
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On the balance sheet date, the estimated liabilities are measured according to the best estimate of
expenditures required for performing relevant current obligations, considering such factors as relevant
risks of contingent event, uncertainties and currency time value, efc.

If all or part of expenditures required for liquidation of estimated liabilities are expected to be
compensated by the third party, when the compensation amount is basically determined to be receivable,
it is recognized separately as asset, and the recognized compensation amount does not exceed book
value of the estimated liabilities.

(1) Loss contract

Loss contract refers to the contract of costs inevitably exceeding estimated economic benefits when
performing contractual obligations. If the contract to be executed becomes a loss contract, and the
obligations arising from such loss contract meet the recognition conditions of above estimated liabilities,
the part of contractual estimated losses that exceeds the recognized impairment losses (if any) of
contractual underlying assets is recognized as estimated liabilities.

(2) Reorganization obligations

If reorganization plan has been formally and externally announced in details, when meeting the
aforesaid criteria of recognizing estimated liabilities, the amount of estimated liabilities is determined as
per the direct expenditure related to reorganization. For recombination obligations with partial business
sold, its obligations relating to reorganization is recognized only when the company promises to sell
partial business (i.e. upon signing of binding sales agreement).

26. Share-based payment

(1) Accounting treatment method of share-based payment

Share-based payment is a transaction in which an enterprise grants equity instruments or
undertakes equity-instrument-based liabilities in return for services from employee or other parties. The
share-based payments shall consist of equity-settied share-based payments and cash-settled
share-based payments.

(@ Equity-settied share-based payment

The equity-settled share-based payment in return for employee services shall be measured at the
fair value of the equity instruments granted to the employees. When the service in vesting period is
completed or the specified performance conditions are met for exercisable right, based on the best
estimate of the quantity of exercisable right equity instruments in vesting period, the fair value amount is
included in relevant costs or expenses by straight-ine method calculationfin case of immediately
exercising the right after granting, it is included in relevant costs or expenses on the grant date, and
capital reserve is increased accordingly.

On each balance sheet date during the vesting period, the company makes the best estimate based
on the latest information of exercisable right, staff number change and other subsequent information,
and modifies the expected number of exercisable right equity instruments. The impact of aforesaid
estimates is included in the current relevant costs or expenses, and the capital reserve is adjusted
accordingly.

As for equity-settled share-based payment in exchange for other party's service, if the fair value of

49



2021 Financial Statement Notes of Jiangsu Gaokai Investment Development Group Co., Ltd

other party’s service can be reliably measured, it is measured as per the fair value of other party's
service on the acquisition date; if the fair value of other party's service cannot be reliably measured, but
the fair value of equity instruments can be reliably measured, it is measured as per the fair value of
equity instruments on the service acquisition date, and included in relevant cost or expense, which
increases the shareholder’s equity accordingly.

(@ Cash-settled share-based payment

A cash-settled share-based payment shall be measured in accordance with the fair value of liability
calculated and confirmed based on the shares or other equity instruments undertaken by the company.
In case of immediately exercising the right after granting, it is included in relevant costs Or expenses on
the granting date, and liabilities are increased accordingly, if the right may not be exercised until the
service in vesting period is completed or the specified performance conditions are met, on each balance
sheet date within the vesting period, based on the best estimate of exercisable right status, the service
obtained in the current period shall be included in costs or expenses, as per the fair value of liabilities
undertaken by the enterprise, and liabilities are increased accordingly.

The company shall, on each balance sheet date and on each account date prior to the settlement of
the relevant liabilities, re-measure the fair values of the liabilities and include the changes in the current
profits and losses.

(2) Relevant accounting treatment of share-based payment plan modification and termination

When the company modifies the share-based payment plan, if the modification increases the fair
value of granted equity instruments, the increase of service is recognized according to increased fair
value of equity instruments. The increased fair value of equity instruments refers to the difference
between fair value of equity instruments on the modification date before and after the modification. If the
modification reduces total fair value of share-based payment or adopts other methods unfavorable to
employees, accounting treatment will continuously be carried out on the obtained service, and such
change is deemed as never occurred, unless the company has canceled a part or all of the granted
equity instruments.

During the vesting period, if the granted equity instruments are cancelled, the company makes
acceleration of exercisable right on the canceled and granted equity instruments, the amount that shall
be recognized in the remaining vesting period will be immediately included in the current profits and
losses, and the capital reserve is simultaneously recognized. If employees or other party can choose to
meet non-vesting conditions but fails to meet in the vesting period, the company will treat it as
cancellation of equity instruments.

(3) Accounting treatment of share-based payment transaction involving the company and its
shareholders or actual controllers

If share payment transaction between the company and corporate shareholders or actual controllers
is involved, either settiement company or service-receiving company falls within corporate consolidation
scope, and the other is beyond corporate consolidation scope, accounting treatment is conducted in
corporate consolidated financial statements according to the following regulations.
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@ If the settlement enterprise settles by its own equity instruments, the share-based payment
transaction shall be treated as equity-settied share-based payment; otherwise, it is treated as
cash-settled share-based payment.

If the settlement enterprise is an investor of the service-accepting enterprise, it shall recognize
long-term equity investment of the service-accepting enterprise as per fair value of equity instruments on
the grant date or fair value of liabilities borne, and simultaneously recognize capital reserve (other capital
reserves) or liabilities.

@ If the service-accepting enterprise has no settlement obligation or grants its own equity
instruments to the company employees, such share-based payment transaction shall be treated as
equity-settled share-based payment: if the service-accepting enterprise has settlement obligation and
does not grant its own equity instruments to the company employees, such share-based payment
transaction shall be treated as cash-settled share-based payment.

For share-based payment transaction between enterprises within the scope of the merger of the
enterprise, if the service-accepting enterprise and the settliement enterprise are not the same enterprise,
the recognition and measurement of such share-based payment transaction is treated by the above
principle in the respective individual financial statement of the service-accepting enterprise and the
settlement enterprise.

27. Preferred stock, perpetual bond and other financial instruments

(1) Distinction between perpetual bond and preferred stock

The financial instruments issued by the company, such as perpetual bond and preferred stock that
meet the following conditions are regarded as equity instruments:

(@ Such financial instruments do not include contractual obligations to deliver cash or other financial
assets to the other party or exchange financial assets or financial liabilities with other parties under
potentially adverse conditions;

@ If such financial instruments must or may be setled by using the company’'s own equity
instruments in the future, and if such financial instruments are non-derivative instruments, they exclude
the contractual obligations to deliver variable number of own equity instruments for settlement; if they are
derivative instruments, the company can only settle such financial instruments by exchanging fixed
amount of cash or other financial assets with fixed number of own equity instruments,

Except for the financial instruments classified as equity instruments under the above conditions,
other financial instruments issued by the company shall be classified as financial liabilities.

If the financial instrument issued by the company is compound financial instrument, it shall be
recognized as a liability as per the fair value of liability component, and the amount after the actually
received amount deducting the fair value of liability component shall be recognized as “other equity
instrument”. The transaction costs incurred for issuing compound financial instrument are apportioned
between liability component and equity component as per their respective proportion to the total
issuance price.

(2) Accounting method for perpetual bond and preferred stock

Financial instruments such as perpetual bonds and preferred stocks categorized as financial
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liabilities, their relevant interests, dividends (or stock dividends), gains or losses, as well as gains or
losses arising from redemption or refinancing, etc, except for the borrowing cost eligible for capitalization
(see Note IV 19 “Borrowing cost”), are included in the current profits and losses,

For the financial instruments of perpetual bond, preferred stock, etc classified as equity instruments,
during their issuance (including refinancing), repurchase, sale or cancellation, the company handles as
equity changes, and related transaction costs are also deducted from equity. The company's distribution
to holders of equity instruments is regarded as profit distribution.

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

28. Incomes

The following accounting policy of income is applicable to 2021 and beyond:

When the contract between the company and customers meets the following conditions
simultaneously, income is recognized when customers obtain relevant control right of commodity: all
parties to the contract have approved this contract and promised to perform their respective obligations:
the contract has clarified the rights and obligations of all parties to the contract pertaining to the
transferred commodity or provided labor; the contract has clear payment terms regarding the transferred
commodity; the contract has commercial substance, namely the performance of this contract will change
the company's future cash flow risk, time distribution or amount; the consideration obtained by the
company due to transferring commodity to customers is likely to be recovered.

On the contract start date, the company identifies each individual performance obligation in the
contract, and apportions the transaction price to each individual performance obligation as per the
relative proportion of separate selling price for the commodity promised by each individual performance
obligation. When determining transaction price, the impact of factors are considered, such as variable
consideration, major financing component in the contract, non-cash consideration and consideration
payable to customers.

For each individual performance obligation in the contract, if one of the following conditions is met,
the company recognizes the transaction price apportioned to this individual performance obligation as
income during relevant performance period according to the performance progress: customers obtain
and consume the economic benefits brought by the company's performance while the company is
performing contract; customers can control the commodities in progress during performance of the
company; the commodities produced during performance of the company have irreplaceable application,
and the company has the right to charge funds on the part that has completed performance so far during
the entire contract period. The performance progress is determined by input method or output method
according to the nature of the transferred commodity. When the performance progress cannot be
reasonably determined, if corporate costs incurred are expected to be compensated, income is
recognized according to the amount of costs incurred until performance progress can be reasonably
determined.

If one of the above conditions is not met, the company recognizes income for the transaction price
apportioned to this individual performance obligation at the time when customers obtain relevant control
right of commodity. When judging whether customers have obtained commodity control right, the
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company considers the following signs: the company is entitled to current charging right for such
commadity, which means customers have current payment obligation for such commadity; the company
has transferred legal ownership of such commodity to customers, which means customers have held
legal ownership of such commodity; the company has transferred such commodity in kind to customers,
which means customers have occupied such commodity 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 commodity; customers have accepted such commodity; other
signs indicating customers have obtained commodity 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 service transaction completion is determined as per the proportion of labor service already
provided to total labor service required.

The result of labor provision transaction can be reliably measured meaning to simultaneously satisfy:
(D income amount can be measured reliably; @ relevant economic benefits are likely to flow into the
company; @ transaction completion degree can be reliably determined; @ 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.
Contract completion progress is determined according to the percentage of completed contract workload
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to the estimated total workload of contract/actually measured completion progress.

The result of construction contract can be reliably measured meaning to simultaneously satisfy: @
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; (@ 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, the contract income is recognized as per the actual contract cost that can be recovered, and
the contract cost is recognized as contract expense in the period when it is incurred; if the contract cost
cannot be recovered, it is immediately recognized as contract expense when it is incurred, and contract
income is not recognized. If there is no uncertain factor to 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 cumulative recognized
gross profits (losses) and the settled price are presented in the balance sheet as net amount after
offsetting. The part of the sum of cumulative costs incurred in the contract of construction in progress
and cumulative recognized gross profits (losses) exceeding the settled price is presented as inventories;
the part of the sum of settled price in the contract of construction in progress exceeding the cumulative
costs incurred and cumulative recognized gross profits (losses) is presented as an advance receipts.

In case of providing build-operate-transfer (BOT) to participate in public infrastructure construction
business, the company shall recognize relevant incomes and expenses for the construction services
provided in accordance with the Accounting Standards for Business Enterprises No.15 - Construction
Contract, during construction of project: after the infrastructure is constructed, the incomes and
expenses regarding follow-up business services shall be recognized pursuant to the Accounting
Standards for Business Enterprises No.14 — Income.

(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.

29. 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. However, if the asset amortization
period does not exceed one year, it is included in current profits and losses at the time of occurrence.

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
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(2017 Amendment) and simultaneously meets the following conditions, it is recognized an asset as
contract performance cost: (@ 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.

30. 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 entitlied 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 grants are defined as revenue-related government grants. If government document does
not expressly specify the recipient of subsidy, the subsidy fund is divided into 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 propartion
of asset expenditure amount and expenditure amount charged to expense in the budget of this specific
project, and this 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 specific project, it is the income-related government subsidy. If government
grants are monetary assets, measure according to received or receivable amount. Government grants
as non-monetary assets shall be measured at fair value; if fair 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 when
actually received. Nevertheless, in case of conclusive evidence at the end of period to show compliance
with relevant criteria of fiscal support policy provisions and expected receipt of fiscal support funds,
measure in accordance 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 promulgated fiscal 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 authority and actively disclosed
pursuant to the Government Information Disclosure Regulations, 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 promised in
relevant subsidy approval document, and the payment of such amount is guaranteed by corresponding
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fiscal budget, so as to 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) .

The asset-related government grants are recognized as deferred income, and charged to current
profits and losses by phases within the service life of relevant assets in a reasonable and systematic
manner, or offset book value of relevant assets. For revenue-related government grants, if used to
compensate relevant costs or losses in later period, they are recognized as deferred income, and
charged to current profits and losses during the period of recognizing relevant costs or losses or offset
the relevant costs; if used to compensate relevant costs or losses incurred, they are directly charged to
current profits and losses or offset the relevant costs.

The government grants that include both asset-related part and income-related part shall be
accounted 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.

When the recognized government grants need to be returned, if there is relevant deferred income
balance, offset against book balance of relevant deferred income, and the excessive part shall be
charged to current profits and losses or adjust book value of asset (for the asset-related government
grants that offset book value of relevant asset and are related to asset when they are initially recognized);
in other circumstances, they are directly charged to the current profits and losses.

31. 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. Taxable income on which current income tax expenses are calculated is
calculated after corresponding adjustments on pre-tax accounting profits in current period in accordance
with the provisions of relevant tax laws.

(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 of
assets or liabilities 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 liabilities are not recognized as well. Except for the above exceptions, the company
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recognizes deferred income tax liabilities arising from all other taxable temporary 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 loss) when incurred, relevant deferred income tax assets are not recognized. In addition, for
the deductible temporary difference 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 the above exceptions, 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 subsequent years, relevant
deferred 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 liabilities are
measured as 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
not to obtain sufficient taxable income to offset the benefits of deferred income tax assets in the future,
the book value of deferred income tax assets shall be written off. If sufficient taxable income may be
obtained, the write-off amounts shall be reversed.

(3) Income tax expenses

Income tax expenses include current income tax and deferred income tax.

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 settiement 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.

32. Leasing
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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

@ Initial 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.

(@ 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 lease
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 used to determine the lease payment
amount changes, the 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 right-of-use 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 start date)
and 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 cost or
current profits and losses by the straight-line method or other systematic reasonable methods during
each period of lease term,

@ 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:
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* 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 to 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.

(1) Operating 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.

& Lease 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.
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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 lease 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 amendment or re-negotiation in the Accounting Standards for Business Enterprises No.22 —
Recognition and Measurement of 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 to 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 the 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
period to 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
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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 revenues. 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.

33. Other important accounting policies and accounting estimates

(1) Discontinued operation

Discontinued operation refers to the integral part that meets one of the following conditions, can be
distinguished separately and has been disposed of or classified as held-for-sale category by the
company: (D this integral part represents an independent main business or a separate main operating
area; (2 this integral part is a part of a related plan intended to dispose of an independent main
business or a separate main operating area; @ this integral part is subsidiary acquired solely for resale.

For the accounting treatment method of discontinued operations, please refer to relevant
description in Note IV. 14 “Held-for-sale assets and disposal group”,

34. Changes in significant accounting policies and accounting estimates

(1) Accounting policy change

(@ Accounting policy changes due to implementation of new financial instrument standards

The Ministry of Finance promulgated the Accounting Standards for Business Enterprises
No.22——Recognition & Measurement of Financial Instruments (2017 Amendment) (Accounting [2017]
No.7), the Accounting Standards for Business Enterprises No.23——Transfer of Financial Assets (2017
Amendment) (Accounting [2017] No.8), the Accounting Standards for Business Enterprises
No.24——Hedging Accounting (2017 Amendment) (Accounting [2017] No.9) respectively on 31 March
2017, and promulgated the Accounting Standards for Business Enterprises No.37——Presentation of
Financial Instruments (2017 Amendment) (Accounting [2017] No.14) on 2 May 2017 (the above
standards collectively referred to as “new financial instrument standards”), and the company started to
implement new financial instrument standards from 1 January 2021.

Main changes and impacts of implementing new financial instrument standards are as follows:

A. Impact on financial statements as of 1 January 2021

31 December 2020 amount (before change) 1 January 2021 amount (after change)
Statement item Consolidated Consolidated L
statement Corporate statement statement Corporate statement
Available for sale financial 129,340,000.00 129.340,000.00
assels | ;
ol R | 120,34000000 129,340,000

@ Accounting policy changes caused by the implementation of new income standards
On § July 2017, Ministry of Finance promulgated the Accounting Standards for Business
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Enterprises No.14 — Income (2017 Amendment) (Accounting [2017] No.22) (hereinafter referred to as
‘new income standards”). The company started to implement the aforesaid new income standards since
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
reassessed the main confract 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 uncompleted on 1 January 2021, and conducted simplified treatment of the
contract change occurred before the beginning of earliest comparable period or before 1 January 2021,
namely to identify the fulfilled and unfulfilled performance obligation according to final arrangement of
the contract, determine transaction price and share transaction price between the fulfilled and unfulfilled
performance obligations.

A. Impact on financial statements as of 1 January 2021

31 December 2020 amount (before change) 1 January 2021 amount (after change)
Statement item i o et S "
| C:g‘::::f:{g?d Corporate statement | Cgtr; stglrfg::?d Corporate statement
Advances from customers 1,670,944.78 |
Contract liabilities 1,781,852.17
Other current liabilities 299,895,000.00 f' 299,984,092.61

Adjustment description:

According to new income standards, the tax-excluded part in advance receipts at the beginning of
year is adjusted to present in contract liabilities, and the part of tax is adjusted to other current liabilities.
In addition to the above items, the balance of other items in financial statements on 31 December 2020
and 1 January 2021 remain the same.

® Accounting policy change caused by the implementation of new lease standards

Ministry of Finance promulgated the Accounting Standard for Business Enterprises
No.21
standards®). The company began to implement the aforesaid new lease standards from 1 January 2021.

Lease (2018 Amendment) (Accounting [2018] No.35) (hereinafter referred to as “new lease

On the first implementation date, the company chose not to reevaluate whether previous contracts
were lease or contained lease, and applied this method consistently to all contracts, and therefore only
the contracts identified as lease under the original lease standards followed linking provisions of such
standards.

Additionally, the company adopted simplified retrospective adjustment method for linking accounting
treatment on the above lease contracts, namely adjusting the amount of retained earnings at the
beginning of the year when such standards were first implemented, as well as other relevant items in
financial statement, rather than adjust the information of comparable period, chose the right-of-use asset
measurement method as per each lease and adopted relevant simplified treatment on the operating
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lease, as follows:

Corporate accounting policy for low-value asset leases was unrecognizing right-of-use assets and
lease liabilities. According to linking provisions of new lease standards, corporate low-value asset lease
before the first implementation date was accounted as per new lease standards since the first
Implementation date, rather than make retrospective adjustment to low-value asset lease.

The implementation of new lease standard has no impact on corporate financial statements.

(2) Accounting estimate change

MNone.

V. Tax items

1. Main tax categories and tax rates

Tax category ! Spemﬂc tax rate

|

As for the 1axabie mcome cutput tax is calculated at the tax rate of 3%, 5%, 6%
9% and 13% according to different categories, and VAT is calculated and paid as
per the difference after deducting the deductible input 1ax amount in the current
| panud

VAT

Urban maintenance and construction Calculated as per 7% of turnover tax actually paid.

tax

_Education surbharge - . Galcuiated as p;‘r'-é% of tumcwer tax acmally pazd o
Local educahon surcharge - 1 Caqulaled as per 2% of turnover tax actually pan:i

Corporate II‘IDDH'IE tax ' R Calcuratiun and payment is made at 25% of the taxahle lncume

Other 1axes o '; It is subject to relevant national regulatmns -

As regards VAT-payable sales acts or imported goods of the company, the applicable tax rate was
adjusted to 13%/9% from 1 April 2019, in accordance with the Announcement on Relevant Policies for
Deepening VAT Reform of Ministry of Finance, State Taxation Administration and General Administration
of Customs (Ministry of Finance, State Taxation Administration, General Administration of Customs
Announcement 2019 No.39). Meanwhile, as a taxpayer of production and life service industry, the
company may offset and deduct payable tax amount as per the deductible input tax amount of the
current period plus 10% from 1 April 2019 to 31 December 2021.

V1. Notes on consolidated financial statement items

Unless otherwise specified, in the following items of notes (including notes on main items of
corporate financial statement), “beginning of year” refers to 1 January 2021, “end of period” refers to 31
December 2021, “end of last year” refers to 31 December 2020, “current period” refers to 2021, and “last
period” refers to 2020.

1. Cash at bank and on hand

ltems ' Closing balance Previous year ending balance
Bank savings a : 544,053,276.54 | 1,697,558,005.19
Other monetary funds " ' ' 1,259,000,000.00 2,838,532,000.00
Interest receivable on bank deposit 4,020,705.47 '

Total ' 1,807,973,982.01  4,436,090,005.19

Note: As of 31 December 2021, corporate monetary funds with restricted ownership were monetary
funds of RMB 1,259,000,000.00, including margin deposit, pledge certificate of deposit, etc.
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2. Accounts receivable

(1) Disclosure by age

Aging Closing balance Previous year ending balance
Within 1 year 1177.901,116.65]  1,092,691.911.68
1-2 years _ 490,876,461.62 356,259,677.02
"Over 5 years 499,000.00 ' 499,000.00
Subtotal 1,660,276,578.27 1,449 450,588.70
“Less: bad debt provision 499,000.00 499,000.00
" Total 1,668,777.578.27

1,448,051 588.70

(2) Classified and presented by bad debt provision method

Closing balance

Category __lBonk balqncla Bad debt provision N ook o
| Proportion Accrual 00k value
Amount (%) Amount o {%_}
Receivables with bad debt
provision as per credit risk 1.669,276,578.27 100.00 499,000.00 0.03] 1,668,777.578.27
characteristic combinations i
Of which: combination of
account age _ 5,672,785.73 0.33 499,000.00 8.95 5,073,785.73
Other combinations 1,663,703,792 54 899.67 | 1,663,703,792.54
Total 1,669,276,578.27 100.00 499,000.00 | 0.03 1,668,777 578.27
(Continued)
Previous year ending balance
Category Book balance Bad debt ;_::"ovrslcn o
Propaortion Accrual 00K value
Amount (%) Amount ratio (%)
Receivables with bad debt
provision as per credit risk 1,448,450,588.70 100.00 499,000.00 0.03 1,448,951 588.70
characteristic combinations
Of which:  combination  of 499,000.00 003 499,000.00] 100.00
account age
Other combinations 1.448,951,588.70 99.97 1,448,951 588.70
Total 1.449,450,588.70 | 100.00)  499,000.00 0.03 1,448,951,588.70

@ In the portfolio, accounts receivable with provision for bad debts by aging portfolio

Closing balance

in " .
Aging Accounts receivable |  Bad debt provision Accrual ratio (%)
Within 1 year 5,073,785.73
Over 5 years 459,000.00 498,000,000 100.00
Total 5,572,785.73 499,000.00 8.95
(Continued)
i Previous year ending balance
in - : :
i Accounts receivable Bad debt provision Accrual ratio (%)
Over 5 years 499,000.00 499,000.00; 100.00
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i Previous year ending balance

i : : dabes m

e Accounts receivable Bad debt provision Accrual ratio (%)
Total 498,000.00 | 499,000.00 100.00

|

@ In the portfolio, accounts receivable with bad debt provision by other portfolios

Name of portfolio

Closing balance

Accounts receivable

Bad debt provision

Aé:cmai ratio (%)

1.663,703,792.54

1,663,703,792.54

(Continued)

Name of portfolio

Previous year ending balance

Accounts receivable Bad debt provision Accrual ratio (%)
Other combinations 1,448,951,586.70 |
Total 1,448 951,588.70

(3) Bad debt reserve status

1'

Amount of changes in current period
Catego Opening balance Write-offor | Glosin balance
R i e Provision Recovery o7 write-off after 4
reversal ! Tl
verification
Aging portfolio 499,000.00 | 499,000.00
Total 499,000.00 ! 499,000.00
(4) Top 5 closing balance classified by overdue parties
] Proportion of
Name of debtors Closing balance | total receivable Aging
balance (%)
Rugao Finance Bureau 1,120,620,938.50 67.13| Wilhin 1 ysar, 1-2
years
E;galdeuyuan New Rural Infrastructure Development 321,074,811.58 19.23 | Within 1 year
Rugao Guangyi Infrastructure Construction Co., Ltd. 166,059,067.74 9.95 | Within 1 year !
Rugao Industrial Park Management Committee 55,048,974.63 3.35 Eg:is” 1 yoan 42 .
_Eénmng Fuye Construction Engineering Co., Lid 4,270,000.00 0.26 | Within 1 year
Total 1,667,973,792.54 | 89.92

3. Advances to suppliers

(1) Advance payment is listed by age
Agia Closing ba!?nce Frevious year ending balance
Amount Froportion (%) Amount Proportion (%)
Within 1 year 25,578,804.78 79.31 14,267,134.77| 81.95
1-2 years 6,674,730.79 20.69 3,141,201.04 18.04
2.3 years 234912 0.01
" Total 32,253,535.57 100.00 17,410,775.83 100.00

(2) Advance payment of Top 5 closing balance classified by advance payment objects
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; - s " [Pmpcrtion fo total balance
Name of entity Clesing balance of prepaid accounts | of prepayments (%)
Rugao Fugao Wantai Engineering Management Co.,
Ltd. 31,247,614,93 96.88
Nantong Sizhou Electric Co., Lid. 225,388.58 0.70
Nantong Hulu Electronics Co., Ltd. 215,545.00 0.67
Jiangsu  Fengzheng  Environmental  Protection
Technology Co., Ltd 162,821.65 0.50
State Grid Jiangsu Electric Power Corporation Rugao
Power Supply Company 159,279.14 0.49
Total 32,010,659.30 99.24

4. Other receivables

liems Closing balance Previous year ending balance
Other receivables 5,699,433,709.10 6,167 969,398 48
Total | 5,699,433,709.10 6,157,069,398.48

(1) Other receivables

(D Disclosure by age
Aging Closing balance Previous year ending balance
‘Within 1 year  3,074278.080.90 2,742,069,366 46
1-2 years 1,592,648,615 48 ' 3,119,408,804.13
2.3 years 132,436,813.12 103,037,900.89
3.4 years 820,373.60 | 194,204,357.00
o Subtotal 5,700,183,883.10 6,158,720,428.48
Less: bad debt provision 750,174.00 751,030.00
o Total 5,699,433,709.10 6,157,969,398 48
@ Closing balance presented by fund nature
Aging Closing balance
Transaction accounts 5,609,068,808.65
Cash pledge, guarantee deposit 85,704,400.00
Suspense payment receivable 5,410,673 E
Subtotal 5,700,183,883.10
Less: bad debt provision 750,174.00
Total 5,699,433,709.10

@ For other receivables, changes in the provision for bad debts based on 12-month expected credit
losses and expected credit losses throughout the existence period are as follows:

Phase | Phase I Phase Il
Expected credit i
: Expected credit losses |
Bad debt provision Expected credit Iqsses thruughcut ihfcu ghout existence | Total
losses in the next 12 | existence period (no period (credit
months credit impairment | | :
occurred) impairment occurred)

Opening balance 751,030.00 751,030.00
Book balance of other I
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Phase | ! Phase |l Phase Il
Bad debt provision Expected credit 1&&?&?335& E;E;S;iﬂ;rz:iigtgf‘i? Total
o o 1| e petod (1| 1
occurred) impairment occurred)
receiuabies at the heginn-ilhg
of year in the current period:
——Transfer in Phase || "
_—Transfer in Phasé ]
——Transfer back to Phase Ii o
—Transfer béck to Phase |
“Provision in the current period 856.00 -856.00
Reversls.li in the current period
_'l-.f_lulfrjt&off in the current period | | -
Written off in the current
period
lDther chaﬁ.ges _
Closing balance 750,174.00 © 750,174.00

(@) Bad debt reserve status

1 Amount of changes in current period
Catego Opening balance | Wirite-off or Closing balance
e aas Provision R?»zw?srgrm write-off after
- verification
Aging portfolio 751,030.00 -856.00 | 750,174.00
Total 751,030.00 -856.00 750,174.00

® No other receivables actually written off in the current period

Other receivables of Top 5 closing balance classified by debtors

Nature of Proportion to total closing
Name of entity fu Closing balance balance of other receivables
nds (%)
Rugao Banjing Industrial Park Development Co.,| Transaction
™ e 862,692,226 87 16.89
Rugao Baipu Town Industrial Park Development| Transaction
Co.. Ltd. iR 942 441,401.31 16.53
; Transaction
Rugao Rucheng Street Finance Office ancount 775,785,726.43 1361
Rugao Economic and Technological :
Development Zone Investment Development T’a“""am:”'" 773,230,204.02 13.57
Co., Ltd. accounts
Rugao Guzhuang Ecological Park Development| Transaction
Construction Co., Ltd. accounts 493,861,009.46 8.66
Total 3,948,010,658.09 { 69.26
5. Inventory

(1) Inventory classification

ltems

Closing balance
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Book balance

Inventory
depreciation
reserve/contract
performance cost
impairment reserve

Book value

1,131,007.324.26

Land assels _ 1,131;159?,324.26
Caontract performance cost-development cost 15,468,526,009.41 15,468,526,009.41
Total 16,599,623,333.67 16,589,623,333.67
(Continued)
Previous year ending balance
ltems . Provision for o
Book balance depreciation Book value
Land assets 1,086,861,692.18 1,096,861,692.18
Development cost 13,291,234,296.73 ‘ 13,291,234,206.73
Total 14,388,095,988.91 14,388,095,988.91

6. Other current assets

Items Closing balance Previous year ending balance
VAT to be deducted 24,439,931.96 25,575,826.15
Total | 24,439,931.96 25,575,826.15
7. Available for sale financial assets
Previous year ending balance
ltems Provision for
Book balance impaimment Book value
Available-for-sale equity ool | 129,340,000.00 129,340,000.00
Of which: Measured at fair
value
Measured by costs 128,340,000.00 129,340,000.00
Total 129,340,000.00 129,340,000.00
8. Long-term equity investments
1 Increases and decreases in current period
Previous year endin Reduc | Investment gains | Adjustment of
Investee balance . Additional ed and losses other Oiz;?r
investment invest | recognized under | comprehensiv ciqan 3:___,
ment equity method € revenues 9
|. Associated
enterprises
Rugao Economic
and Trade
Development 7,825,893,148.40 300,000,000.00 144,206,132.77
Co., Ltd.
Rugac  Yizeng
Financial Leasing 65,073.16 -4,238.83
Co., Ltd.
Nantong Gaokai
Xingyuan i 3
Conctractii 5,384,906.10 | 25,374.79
Development
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Investes

Previous year ending

Increases and decreases in current period

balance

Additional
investment

.| Reduc |

invest
ment

Investment gains

ed and losses

recognized under
equity method

Adjustment of
other
comprehensiv
e revenues

Other
equity
change

Co., Lt-:;..t

Jiangsu Datang
International

Rugao Thermal |
Power Co., Ltd.

4,016,951.09

-4,016,951.09

Jiangsu Juye
Hangxiao  MNew
Building Material
Co., Ltd.

29,084,043.85

Subtotal

7,864,444 122 60

300,000,000.00

140,158,568.06

Total

7,664,444 122.60

300,000,000.00

140,158,568.06

(Continued)

Investee

Increases and decreases in

current period

Declaration of cash 1 Provision for
dividends or profits

impairment

Other

Closing balance of
impairment
provision

Closing balance

I Asanéiﬁted
enterprises

Rugao Economic
and Trade
Development Co.,
Ltd.

8,270,098,281.17

Rugag Yizeng
Financial Leasing
Co., Lid.

60,834.33

Nantong Gaokai
Xingyuan
Construction
Development Co,,
Ltd.

5,350,531.31

Jiangsu  Datang
International

Rugao  Thermal
Power Co., Ltd.

Jiangsu Jvye
Hangxiao New
Building Material
Co., Ltd.

29,084,043.85

20,084,043.85 20,084,043.85

Subtotal

20,084,043.85

8,304,602,690.66 29,084,043.85

Total

28,084,043.85

8,304,602,690.66 20,084,043.85

9. Other equity instrument investments

(1) Investment of other equity instruments

Items

Closing balance

Opening balance

jfangsu Re-guarantee Group Co., Ltd.

108,340,000.00

109,340,000.00

Zhonggao Financial Guarantee Co., Ltd.

20,000,000.00

20,000,000.00

Jiangsu Zorrun Semiconductor Co., Lid.

12,240,000.00

Total

141,580,000.00

129,340,000.00
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The Group's other equity instrument investments are investments that the Group plans to hold for a

long term rather than use for trading purpose; therefore, the Group designates them as financial assets

measured at fair value with changes included in other comprehensive income.

10. Other non-current financial assets

Fartnership)

ltems

Shenzhen Hanneng New Economy Equity.
Investment Fund Partnership Enterprise (Limited

Closing balance

100,000,000.00

Opening balance

Total

100,000,000.00|

11. Fixed assets

ltems i Closing balance Previous year ending balance
Fixed assets 89,064,350.80 73,904,809.81
Total 89,064,350.90 73,904,809.81
(1) Fixed assets
(D Fixed assets are as follows
| : Office and
Houses and Machinery ; ’
Iltems buildings Bkt aéinitir:;;c Transportation 5 Total

l. Driéinel book vaiue a i A
1. Opening balance 72,857,138.31| 53,269,521.55 5,001,680.28| 1,437,42284 132,5665,762.98
2. Increased amount in
current period 24,749 956.41 634,730.02 | 25,384 ,695.43
(1) Outsourcing 24,749,956.41 634,739.02 25,384 695.43
3. Decreased amount in
current period 1,506,582 12 1,506,582.12
(1) Disposal 1,506,582.12 1,506,582.12
4. Closing balance 71,350,556.19| 78,019,477.96 6,636,419.30| 1,437.422.84 156,443 876.29
Il. Cumulative
depreciation
1. Opening balance 26,620,638.70| 29,233,963.97 1,913,036.38 893,314.14 58,660,953.17
2. Increased amount in
current period 3,904,813.74 3,963,553.42 1,282,616.34 116,235.71 9,267,219.21
(1) Provision 3,004,813.74 3,963,553.42 1,282,616.34 116,235.71 9,267,219.21
3. Decreased amount in
current period 548,646.99 548,646.99
(1) Disposal 548,646,99 548 646.99
4. Closing balance 29,876,805.45] 33,197,517.3¢9 3,185652.70| 1,009,549.85 67,379,625.39
lll. Provision for
impairment

1, Opening balance

2. Increased amount in
current period

(1) Provision

3. Decreased amount in
current period

70



2021 Financial Statement Notes of Jiangsu Gaokai Investment Development Group Co., Ltd

: Office and
Houses and Machine , <
Items buildings equipmem e:jz?irg:;c Transportation Total
(1) Disposal "
4, Closing balance
IV. Book value
1. Period-end book value |  41,373,750.74| 4482196057 244076660 427.872.99|  89,064.350.90
2.Book value at the ' -
beginning of year 46,236,499.61| 24,035557.58 3,088,643.92 F 544 108.70 73,904,809.81

12. Construction in progress

(1) Construction in process

1
1

Closing balance

Previous year ending balance
i :

Iltems

Book balance

Provision |

for
impairment

Book value

Book balance

impairment

Provision
for

Book value

High-density
printed  circuit
board
production and
construction
project

106,865,366.73

106,965,366.73 |

78,549,517.72

78,549,517.72

Hydrogen _fueE
cell R&D and
testing project

897,489,861.89

897,489 861.89

750,929,035 .65

750,929,039.65

Metal Surface
Treatment Park
Sewage
Treatment
Center Wetland
Project

9,003,338.11

9,003,339.11

Sporadic
engineering
project

3,013,334.42

3,013,334 42

Total

1,013,458,567.73

| 1

013,458,567.73

832,481,801.79

832,491,891.79

13. Intangible assets
(1) Intangible assets

ltems

Land use right

Software

Total

|. Original book value

1. Opening balance

73,660,403.14

73,860,403.14

2. Increased amount

period

in current

1,639,622.64

1,639,622.64

(1) Purchase

1,639,622.64

1,639,622 .64

3. Decreased amount

period

in current

21,908,924.60

21,908,924.60

(1) Disposal

(2) Other

21,908,924.60

21,908,924.60

4. Closing balance

51,751,478.54

1,639,622.64

53,391,101.18

Il. Accumulated amortization

1 .Opening balance

2,101,033.83

2,101,033.83
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ltems Land use right ! Software Total
ﬁé‘[‘f&’emd amoint in: -curent 1,363,663.39 854,043 08 2,218,606.47
(1) Provision 1,363,663.39 | 854,943.08 2,218,606.47
3. Decreased amount in current
period 474,693.37 474,693.37
(1) Disposal
(2) Other ’ 474,693.37 474,693.37
4. Closing balance 2,990,003.85 854 943.08 3,844 946.93
1. Provision for impairment
1. Opening balance
2.Increased amount in  current
period
(1) Provision
3. Decreased amount in current
period
(1) Disposal
4. Closing balance
V. Book value
1. Period-end book value 48,761,474.69 784,679.56 49,546,154.25
;Zr.e:fﬂk value at the beginning of ?1.559.369.31i 71.550,360.31
14. Long-term prepaid expense
i . Increased Amortization !
ltemns Eg;:?;;g amount in current | amount in current Dme;r:zc:';ased Closing balance
period period

Decoration fees 798,508.57 179,281.27 619,317.30

Total 798,508.57 178,281.27 619,317.30

15. Deferred income tax assets/deferred income tax liabilities

(1) Non-offset deferred income tax asset details

1 Closing balance Previous year ending balance
Items Deductible Deferred tax Ijeductible liempmary
temporary difference assets difference Defered tax assets
Bad debt provision 1,249,174.00 312,293.50 1,250,030.00 312,507.50
Provisions for long-term equity
investment impairment 20,084 ,043.85 7,271,010.98
Total 30,333,217,85 | 7,683,304.46 1,260,030.00 312,507.50

16. Other non-current assets

ltems Closing balance Frevious year ending balance
Advance on land 9,512,250.00
Total 9,512,250.00

17. Short-term borrowings
(1) Short-term loan classification
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ltems Closing balance Previous year ending balance
Pledge borrowings | 145,000,000.00 - 130,000,000.00
Security borrowings ' 1,187.900,000.00 670,500,000.00
Mortgage borrowings 280,000,000.00 | 180,000,000.00
Payable interests of short-term loan 1 ,09918??.?? N

Total ' 1,613,999,877.77 980,500,000.00

18. Notes payable

Category Closing balance Previous year ending balance
Bank acceplance bil  641,000,000.00 ' 3,009,790,025.00
Commercial acceptance bil 778,755,862.50 30,000,000.00
Total 1,419,755,862.50 3,039,790,925.00

19. Trade payables

(1) List of payables
ltems Closing balance Previous year ending balance
Project funds 45,320,740.34 11,168,568.23
Trade business purchase funds 985,010.00
Total 45,320,740.34 12,143,578.23

20. Advances from customers
(1) List of advance receipts

ltems

Closing balance

Previous year ending balance

Operating funds received in advance

1,870,944.78
Total 1,870,944.78
21. Contract liabilities
(1) Contract liability
ltems Closing balance
Operating funds received in advance 348,732.96
Total 348,732.96
22, Taxes payable
ltems Closing balance 1 Previous year ending balance
Withholding personal income tax 54,204.32 208,705.77
Stamp duty 10,594 .68 146,453.00
VAT 188,293,812.17 136,209,946.19
Urban maintenance and construction tax 3,844 002.96 3,84941217
Education surcharge 2,745 780.67 2,749,580.13
Corporate income tax 1681,838,665.43 144,070,891.77
Land use tax 737,845.65 722,707.65
Total 387,524,995.88 287,957 696.68

23. Other payables
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ltems Closing balance Frevious year ending balance
Other payables  627,073.838.12 " 882,946.816.87
Interest payable _ " 1101661887
_ " Total 627,073,838.12| 893,063,435.74

(1) Other payables

(@ Other accounts payable are presented by the aging

Items Closing balance ] Previous year ending balance
Within 1 year | ) 530,509,211.89  B50,460,968.75
1-2 years 68,151,086.10  27.639,654.62
2.3 years 23,570,860.51 4,162,173.90
"Over 3 years 4,842,679.62 684,119.60
' Total 627,073,836.12 882,946,816.87

(2) Interest payable

Items

Closing balance

T
| Previous year ending balance

Borrowing interest payable

11,016,618.87

Total

11,016,618.87

24. Non-current liabilities due within one year

ltems |

Closing balance

Previous year ending balance

Lnng-tenn loans due within 1 year (Note V1. 26)

2,733,600,631.58|

2,268,460,000.00

Long-term borrowings due within 1 year-interest
payable (Note VI. 26)

8,558,726.00

Long-term payables due within 1 yéar (Note VI. 28)

897,669,651.55

514,541,223.65

Long-term payables due within 1 year-interest
payable (Note VI. 28)

2,144 255.05

Total |

3,641,973,264.18

2,783,001,223.65

25. Other current liabilities

Items

Closing balance

Previous year ending balance

Shanghai Yaolai Investment Management Center

(Limited Partnership) 299,880,000.00
Other short-term financing 15,000.00 .
Tax to be output 17.436.65

Total 17,436.65 E 299,885,000.00

26. Long-term borrowing

ltems Closing balance Previous year ending balance
Pledge borrowings . 3,645,200,000.00 3,350,800,000.00

Security borrowings 5,279,518,736.84 5,252,840,000.00

Credit borrowings 1,481,158,000.00 2,684,588,000.00
Mortgage borrowings 944,370,000.00 85,000,000.00
Interests payable on long-term borrowings 8,558,726.00 o

Té;s: long-term borrowings due within 1 year (Notes 2,268.460,000.00

VI, 24)

2,742,159,357.58 |
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ltems

Closing balance

Previous year ending balance

Total

8,616,646,105.26 |

9,114,768,000.00

27. Bonds payable
(1) Bonds payable

ltems Closing balance J Previous year ending balance
20 Gaocheng 01 200,000,000.00 | 200,000,000.00
Total 200,000,000.00 200,000,000.00

(2) Increases and decreases of bonds payable (excluding other financial instruments such as

preferred stock and perpetual bond classified as financial liabilities)

. Previous year

Bond name . Face value Issue date | Bond maturity Issue amount ending balance
20 Gaocheng 01 200,000,000.00 2020/7/23 5 ZDD,{JGD.ODU.UDE 200,000,000.00

(Continued)
: 5 i Premium : |:
Issue in current | Accrued interest . Repayment in the | :
Bond name . discount ; Closing balance
period at face value ainorization current period

20 Gaocheng 01 | I 200,000,000.00

28. Long-term payables

Items Closing balance Previous year ending balance
Long-term payables 1,249,720,844.80 1,947 459,297 46
Total 1,249,720,844 80 1,947 459,297 46

(1) Long-term payables

ltems Closing balance Previous year ending balance
Borrowings " 2,147,390,496.35 | 2,462,000,521.11
Interest payable on long-term payableﬂl 2,144 255.05
Less: the portion due within 1 year (Notes V. 24) 899,813,906.60 ' 514,541,223.65

Total

1,249,720,844.80

1,847,459,297 46

29, Paid-in capital

Mame of investors

Previous year ending
balance

; Decrease |
Incre current | . | i
aser|Fr;d in current Closing balance
P period

Rugao Municipal People's
Government (Rugao Government
State-owned Assels Supervision

and Administration Office was 1,600,000,000.00 1.400.000,0{10.00_ 3,000,000,000.00
authorized to perform the duties |
of investor)

Total 1,600,000,000.00|  1,400,000,000.00 3,000,000,000.00

Note: According to the Approval on Acknowledging Capital Increase of Jiangsu Gaokai Investment

Development Group Co., Ltd in 2021 of the Rugao People’s Government, Rugao People's Government
injected capital of RMB 400,000,000.00 into the company on 5 February 2021, and injected capital of
RMB 1,000,000,000.00 into the company on 17 December 2021,
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30. Capital reserve

! : ; | Increase in current Decrease in
Items | Previous year ending balance | period current period Closing balance
Other capital
pole) 13,461,598,879.31 26,120,536.38 13,487,718,415.69
Total 13,461,598,879.31 | 26,120,536.38 13,487,719,415.69

Note: According to Rugao State-owned Assets Supervision and Administration Office Reply of
Rugao Economic and Technological Development Zone Finance Bureau on ‘Request for Equity Change
of Ruibang Company and Jiahong Trading’, due to transfer of Nantong Ruibang Metal Products Co., Ltd,
capital reserve of RMB 85,913,656.60 was reduced: according to Rugao State-owned Assets
Supervision and Administration Office Reply of Rugao Economic and Technological Development Zone
Finance Bureau on ‘Request for Equity Transfer of Rugao Gaosheng Equity Investment Fund
Partnership Enterprise (Limited Partnership) and Shenzhen Hanneng New Economy Equity Investment
Fund Partnership (Limited Partnership)’, due to transfer of Shenzhen Hanneng New Economic Equity
Investment Fund Partnership Enterprise (Limited Partnership), capital reserve of RMB 100,000,000.00
was added. With the transfer of Rugao Urban Renewal Engineering Construction Co., Ltd by Rugao
Urban Control Investment Development Co., Ltd, capital reserve increased RMB 4,678,134.87, and
house demolition land appreciation of Rugao Urban Control Investment Development Co., Ltd was RMB
7,356,058.11. For the above matters, total capital increased RMB 26,120,536.38 in the current period.

31. Surplus reserve

T Previous year ending Opening Increase in current Decrease in current | Closing
- balance balance period period balance

Statutor
¥ 3,657,223.7 -
surplus 3,657,223.74 4 12,643,717.96 16,300,941.70
reserve
L 3,657,223 74 3'55?'223-:‘; 12,643,717.96 16,300,941.70

32. Undistributed profits

ltems J Current amount 1 Previous amount

Undistributed profit at the end of the prior year
befr:-re adjustment 820,163,584.16 345,384,483.37
Tatal undistributed profits adjusted at the
beginning of period under the same control 126,960,600.82
(increase +, decrease)
Undistributed profits after adjustment at the
beginning of period 820,163,584.16 472.345,(]84.1?
Add: Net profit attributable to shareholders of
parent company in current period ) 373,938,100.44 348,785,222.06
Less: withdrawal of statuton_.r surplus reserve 12,643,717.96 | 966,722. D‘Q
Undistributed profits at the end of period 1,181,457,975.64 820,163,584.16

33. Operating incomes and operating costs

.I Current amount Previous amount
ltems T - ; =
Incomes | Cost | Incomes Cost
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Current amount ! Previous amount
”ems — - 3 * - -
Incomes Cost Incomes Cost
Main business 2,302,286,892 62 2,070,692,365.77 2,158,124,253.26 1,941,714,370.31
Total 2,302,286,892.62 i 2,070,692,365.77 | 2,158,124,253.26 1.941,714,370.31

(1) Main business income classified by business:

Current amount Previous amount
Name of business B - —
Incomes Cost Incomes Cost
Industrial park development business | 1 480,046,641.37 | 1,256,462, 707.17 1,414,870,527 .40 1,200,318,129.69
Integrated trade business 795,168,696.10 795,122,784,35 727,797,088.19 727,548,111.57
Integrated park service business 27,071,655.15 19,106,874.25 15,456 637 .67 13,848,129.05

Total

12,302,286 892 62

2,070,692 365.77

' 2,158.124.253.26

 1.941,714,370.31

34. Financial expenses

ltems Current amount Previous amount
Interest expenses 46,549,753.85 '  20,436,893.08
Less: inferest income 62,356,174.73 23,315,427.47
Handling fe& expense; 55:!'.534.22 B 3,714 57853
‘Financing handiing fee 56,152,620.36] 32,181,440.53
) " Total 40,997,733.70 42,017,484.67

35. Other revenues

ltems

Current amount

Previous amount

Government grants related to daily business activities

151,993,289.00

208,832,218.42

Refund of the withheld personal income ta.;-: handling fee

3,708.98 |

3,644.59

Total

151,996,997.98

288,835,863.01

Among them, government grants are as follows:

Subsidy item I Current amount Previous amount Assebrelatedﬁncorne—relafeg_
Eﬁﬁ:ﬁ}, infrastructure  construction 145,000,000.00 298,800,000.00 Income-related
Training subsidy 7.000.00 In;:omenreiated
iy e o kel sifvloymisce 22,600.00 32,218.42 Income-related
Protective settlement funds 6,963,689.00 | Income-related
Total 151,993,289.00 298,832,218.42

36. Investment income

ltems Current amount Previous amount
Long-term equity investment incomes by equity methods 140,158,568.06 -16,649,501.17
Total 140,158,568.06 -16,649,501.17
37. Credit impairment losses
ltems Current amount
BAD DEBT LOSSES 856.00
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ltems

Current amount

Total

856.00

38. Asset impairment losses

ltems Current amount Previous amount
BAD DEBT LOSSES -751,030.00
PROVISIONS FOR  LONG-TERM
EQUITY INVESTMENT IMPAIRMENT -29,084,043.85
Total -29,084,043.85 -751,030.00
39. Asset disposal gains
ITEMS _ Current amount Previous amount
TOTAL REVENUE OF NON-CURRENT ASSET
DISPOSAL -886,435.13 -689,100.84
OF WHICH: REVENUE FROM FIXED ASSET|
DISPOSAL -886,435.13 -689,100.84
TOTAL -886,435.13 -689,100.84

40. Non-operating income

ltems Current amount Previous amount
Fine 2,990,737.78  21,000.00
Gain 58,487.89) 344,300.46
Other 2067 112,931.06
B * Total : 3,049,246.34 47824052

41. Non-operating expenses

ltems Current amount ! Previous amount
Delay charge 147,391.10 30,301.89
Donation expenditure 808,391.97
Fine expenditures 1 536,972.80
Other 8,225.66 0.27
Total 155,616.76 1,465,666.83
42. Income tax expenses
(1) Income Tax Expense Statement
ltems Current amount Previous amount
Current income tax expense 47 767,327.21 38,305,292.35
Deferred income tax expenses -7.270,796.96 -187,757.50
Total 40,496,530.25 38,117,534.86
43. Supplementary information of Cash Flow Statement
(1) Supplementary information of Cash Flow Statement
Supplementary information Current amount Previous amount
1. Net profits adjusted to cash flow from operating activities:
Met profits 372,287 645.89 348,773,260.69
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Supplementary information Current amount Previous amount
Add: provision for impairment of assets 20,084,043.85 751,030.00
Credit impairment losses -856.00 |
Depreciation of fixed assets, depletion of oil and gas assets,
and depreciation of productive biclogical assets 8,/257,219.21 8.573.233.46
Amontization of intangible assets 2,218,606.47 11,519,357.36
Amortization of long-term prepaid expenses 179,281.27 THATIA7
Losses from disposing fixed assets, intangible assets and i
other long-term assets (revenues marked with *-") 82843513 680,100.54
Losses of fixed asset scrapping (revenues marked with ")
Fair value change losses (revenues marked with "-")
Financial costs (revenues marked with *-") 102,702,374.21 61,618,333.61
Investment losses (revenues marked with ") -140,158,568.08 16,649,501.17
- uD__e}creasa of deferred income tax assets (increase marked -7.270.796.96 -187.757.50
Increase of deferred income tax liabilities (decrease marked o
with ")
Decrease of inventory (increase marked with *-") 400,699,892 49 -601,991,141.66
Decrease of operational receivables (increase marked with | -450,435 628 55 1,769,167,740.31

b

Increase of ;:rperationar payables (decrease marked with "-")

-124,633,292.61

-1,023,290,839.53

Other

Net cash flow from operating activities

194,826,356.34

' 502,342,989.92

2. Major investing and financing activities uninvolving cash
receipts and expenditures:

Debt conversion to capital

Convertible corporate bonds due within one year

Fixed assets acquired under finance lease

3. Net change of cash and cash equivalents:

Closing balance of cash

544,053,276.54

2,470,090,005.19

Less: opening balance of cash

2,470,090,005.19

1,148,047,498.36

Add: Ending balance of cash equivalents

Less: opening balance of cash equivalents

Net increase of cash and cash equivalents

-1,926,036,728.65

1.322,042,506.83

44, Assets with limited ownership or right of use

ltems Period-end book value

Limited reasons

Cash at bank and on hand

1,259,000,000.00

Margin, pledge certificate of deposit

Inventory 567,293,310.91 Mortgage guarantee
Construction in progress 34,677,372.86 Mortgage guarantee
Total 1,860,970,683.77

Among them, land use right used for bank borrowing mortgage is as follows:

Unit; Name of mortgage assets

Book value of land
{RMB)

Rugao Baicheng Construction Development |Su (2020) Rugao Immovable Property Right

34,677,372.86
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Unit:

Name of mortgage assets

| Book value of land

(RMB)

Co., Ltd. ' ' No.0006310

Nantong Haihe Property Co., Lid.

su (2019) Rugao Immovable Prop;erty Righf'

68,531,131.60

| N0.0013874
Rugaa Urban Control Investment Development| .. o1 11cq (2016) No.8210000230 90,984,700 62
-.Rugau Urb;n Control Investment Development | Su {2018) Rugao immuu;able F‘Fopen_v Ri-gtht : -
Co., Lid. No.0000851 386,343,238.46
Rugao Urban Control Precision Mold Co., Ltd, | oY (2020) Rugao Immovable Property Right 2143423123
|No.0017963 |
Total 601,970,683.77

VII. Consolidation scope changes

1. Consolidation scope increase due to other reasons

Name of enterprise !

Causes

Mantong Dingkai Comprehensive Service Co., Ltd

Newly-established

Gaoyuan Construction Development (Jiangsu) Co., Ltd

MNewly-established

-F{ugao Longyuan New Energy Development Co., Ltd

" Newly-established

Jiangsu Gaoze Jintou Asset Management Co., Ltd

MNewly-established

Shanghai Jingao New Energy Technology Dévelupmer_ﬂ'
Co., Ltd

Appropriation

Rugao Jiahong Trading Co., Lid.

Appropriation

Rugao Urban Control Investment Development Co., Ltd. Appropriation
Rugao East Investment Development Co., Ltd. Appropriation
Rugao Ruyi Zhicheng Venture Capital Co., Lid. Appropriation
Nantong Rucheng New District Investment Development Appropriation
Co., Ltd.

LRiE?ao Zhonggao Park Construction Development Co,, Appropriation
Rugao Urban Control Precision Mold Co., Ltd. Appropriation

Zhonggao High-tech Industrial Park Development (Rugao)
Co., Ltd

Newly-established

Rugao Zhonggao Modern Agricultural Park Development

Co., Ltd

Newly-established

According to the Approval of Rugao People’s Government on Shareholder Change of Rugao Urban

Control Investment Development Co., Ltd, Reply of Rugao Economic and Technological Development
Zone Finance Bureau on ‘Request for Equity Change of Ruibang Company and Jiahong Trading' from
Rugao Government State-owned Assets Supervision and Administration Office, the equity of Shanghai
Jingao New Energy Technology Development Co., Ltd, Rugao Jiahong Trading Co., Ltd, Rugao Urban
Control Investment Development Co., Ltd and the subsidiaries was transferred to the company free of

charge, and the company made retrospective adjustment of the 2020 financial statement in accordance

with the consolidation of enterprises under the same control.
2. Consolidation scope decrease due to other reasons

Name of enterprise

Causes
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Name of enterprise Causes
Nantong Ruibang Metal Product Co., Ltd. Appropriation
Rugao Urban Renewal Engineering Construction Co., Ltd. Appropriation
VIIl. Equity in other entities
(1) Compaosition of corporate group
Main Shan_ahulding Voting
No. Name of subsidiaries business REEEE:EC’ Business nature | o (?f") ﬂragf:..l;.t Acquisition mode
place Direct | Indirect | (o)
Investment,
development,
Rugao Hydrogen Energy construction and
1 |Town Investment| Rugao Rugao operation 100.00 100.00{ Appropriation
Development Co., Ltd. maintenance of
Hydrogen |
Energy Town |
Infrastructure
Mantong Gaoteng and auxiliary i
2 | Construction Development| Rugao Rugao engineering | 100.00 100.00| Establishment
Co., Ltd. construction and
management
Engineering
Rugao Baicheng G‘;:?imm |
3 |Construction  Development| Rugao Rugao t t" 1 100.00 | 100.00| Establishment
Co., Ltd. PSR '
W engineering
quality inspection
Heating power
Rugao Economic anfﬂﬁ'ﬁ;ﬁ?y
4 | Development Park| Rugao Rugao cﬁemical e 8 100.00 100.00| Appropriation
Integrated Service Co., Ltd. mateial
production
Rugao Xindude Sewage Sewage oy
5 Treatment Co., Ltd. Rugao Rugao treatment 100.00 { 100.00| Appropriation
Plastic product
Rugao Pengxiang Glass injection o
6 Plastic Product Co., Ltd, Rugao Rugao processing and 100.00 /100.00|  Appropriation
sales
\Rugao  Zhidong  NEV ”ﬁ,ﬂf;i?ﬁga'
7 | Vocational Technical Training| Rugao Rugao Lot 100.00 | 100.00| Appropriation
NEV repair and
School Co., Ltd.
sales
Rugao  Honghao  Metal Metal surface
& |Surface Water Treatment Rugao Rugao sewage 100.00 | 100.00| Appropriation
Co., Ltd. treatment
Rugao Beikai Human .
Domestic labor .
9 Etedsource Development Co.,| Rugao Rugao dispatch service 100.00 {100.00| Appropriation
Nantong Dingkai Property
10 | Comprehensive Service Co.,| Rugao Rugao pe 100.00 | 100.00 ; Newly-established
Ltd management
Rugao  Longyuan New Poweranﬁ heat
11 |Energy Development Co.,| Rugao Rugao production and 50.00 | 50.00 | Newly-established
Ltd supply industry
12 | Jiangsu Gaoze Jintou Asset| Rugao Rugao Investment 100.00 100.00 | Newly-established

81



2021 Financial Statement Notes of Jiangsu Gaokai Investment Development Group Co., Lid

i

| e _ Shareholding | Voting |
No. Name of subsidiaries business Reg;::;red Business nature falio (%) o~ :g?:: Acquisition mode
place r Direct | Indirect | (s
Managemer-af Co., Ltd management . '
Shanghai  Jingao  New
13 | Energy Technology| Rugao | Shanghai l:l:;r]:n'ergy 100.00 | 100.00, Appropriation
Development Co., Ltd ology
Standard plant
Rugao Baoclin Industrial Park construction and { -
14 Development Co., L1d. Rugao Rugao lease, property 100.00 100.00; Appropriation
management
. Real estate
15 Etzntﬂng Haihe Property Co., Rugao Rugao |development and | 100.00 100.00| Appropriation
j | management
General
engineering
contracting for
Jiangsu Gaokai Construction housing
16 Engineering Co., Ltd. Rugao Rugao architecture and 100.00 100.00 Purchase
municipal
infrastructure
project
R iah di = C ial o
17 Ltlfﬂo Jiahong Trading Co Rugao Rugao QTrg'da;G'a 100.00 100.00  Appropriation
Gaoyuan Construction Building |
18 | Development (Jiangsu) Co.,| Rugao | Rugao engineering | 67.00 | 67.00 | Newly-established
| Ltd consfruction |
Rugao  Urban  Control| Infrastructure |
19 | Investment Development| Rugao Rugao project 100.00 100.00| Appropriation
Co., Ltd. construction
Leasing and
Rugao East Investment s § %
20 Development Co., Ltd, Rugao Rugao busilr)ess service 100.00 [ 100.00| Appropriation
industry N
Rugao  Ruyi  Zhicheng ’ ; s
21 Venture Capital Co.. Ltd. Rugao Rugao | Finance industry 100.00 | 100.00| Appropriation
Nantong Rucheng MNew :
22 | District Investment| Rugao Rugao Cc.;ggi::ﬂun 80.00 | BO.OO Appropriation
Development Co., Ltd.
Rugao Zhonggao Park Roal satite
23 | Construction  Development| Rugao Rugao industry 100.00 { 100.00| Appropriation
Co., Ltd.
Special
Rugao Urban  Control equipment o
24 Precision Mold Co., Ltd. Rugao Rugao manufacturing 100.00 | 100.00| Appropriation
industry
Zhonggao High-tech ; "
25 | Industrial Park Development| Rugao | Rugao '| Endineeting 100.00 | 100.00 | Newly-established
(Rugao) Co., Ltd
Rugac Zhonggac Modern .
26 | Agricultural Park| Rugao | Rugao fgfs"t‘fcﬁ"gﬂ 100.00 | 100.00 | Newly-established
Development Co.,, Ltd [ |

3. Equity in joint ventures or associated enterprises

(1) Major joint ventures or associated enterprises

Mame of joint ventures

i Main !Ragistened

Business nature

Shareholding ratio (%)

Accounting method
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or associated | business place i for investment of
enlerprises place ) ; joint ventures or
Direct Indirect | associated
| enlerprises
Rugao Economic and : -
Trade Development Co.,| Rugao Rugao Cnm:r]sm|al ik 30.00 Equity method
Ltd. | l ndustry |
IX. Associated parties and associated transactions
1. Parent company of the company
]
Shareholding - i
N Registered : ratio of parent Voting right ratio of
ame of parent company Business nature parent company to
place company to the the company (%)
company (%) il
Rugac Municipal People’'s Gavernment
(Rugao  Government  State-owned |
Assets Supervision and Administration Rugao Government organ 100.00 100.00
Office was authorized to perform the |
duties of investor) |

2. Subsidiaries of the Company
See Note VIII. 1. Equity in subsidiaries.

3. Joint ventures and associated enterprises of the company

Name of joint ventures or associated enterprises

Relationship with the company

Rugao Economic and Trade Development Co., Ltd.

Associated enterprises

Rugao Yizeng Financial Leasing Co., Ld.

Associated enterprises

Nantong Gaokai Construction

Develupment Co., Ltd.

Xingyuan

Associated enterprises

Jiangsu Datang International Rugao Thermal Power
Co., Ltd.

Associated enterprises

Nantong Baiying Energy Co., Ltd.

Associated enterprises

Jiangsu Jvye Hangxiao New Building Material Co.,
Ltd.

Associated enterprises

4. Other associated parties

Name of other associated parties

Relationships between other associated parties and the company

Rugao Jingkai Construction Development Co., Ltd.

Associated enterprise subsidiary

Mantong Guokai Ecological Agriculture Technology
Co Ltd.

Associated enterprise subsidiary

Rugao Hesheng New Rural Construction Co., ILtd.

Associated enterprise subsidiary

Rugao Fuhe Trading Co., Ltd.

Associated enterprise subsidiary

Rugao New District Infrastructure Investment Co.,
Ltd.

Associated enterprise subsidiary

Nantong Zhenhe Real Estate Development Co.,
Ltd.

Associated enterprise subsidiary

Nantong Ronghe Property Co., Lid.

Assaciated enterprise subsidiary

Nantong Gaofa Property Co., Ltd.

Associated enterprise subsidiary

Nantong Heze Urban Cunstrucﬂun Co., Ltd

Associated enterprise subsidiary

Nantong Jiahe Water ereatment Co., Ltd

Assaociated enterprise subsidiary

Nantong Hesheng Water Construction Co.. Ltd.

Associated enterprise subsidiary
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Name of other associated parties

Relationships between other associated parties and the company

Rugao . Gaoding

Management Co., Ltd.

Real

Estate

Operation

Associated enterprise subsidiary

Rugao Dingfeng Hydraulic Machinery Co., Ltd.

Associated enterprise subsidiary

5. Associated guarantee

(1) The Company as the guaranteed

Amount
; Guarantee guaranteed : i Guarantee | Guarantee due
Guarantor units d party (RMB ten Creditor entities startdate. | date
thousand)
: Jiangnan
Rugao Economic and Trade The ; :
Development Co., Ltd. Company 10,000.00 Lea;:?:ggalud.g 202001117 2025110
_Iill.J.gao Ecé-nomia énd Trade The ICBC Rugao . o
Development Co., Ltd. Company 6,000.00 Branch 2016114 202510725
Rugao Economic and Trade The ICBC Rugao
Development Co., Ltd. Company 6,000.00 Bk 2016/6/20 2024M12/25
Rugao Economic and Trade The Jiangsu Financial
Development Co., Ltd. Company 1000000} caging Co., Ltg. | 20197/16 | 202477116
g i Guangzhou
Rugao Economic and Trade! The Pt ;
Development Co., Ltd. Company 10,000.00 :::;;::JgFérLanEE! 2019/7/26 2024/7/26
I-Rugau Economic mand Tré;je. The fCBC R.l.J.gao = ;
Development Co., Lid. Company | 500600 Branch 20108730 A1
Rugao Economic and Trade The ICBC Rugao
Development Co., Ltd. Company 5.000.00 Branch 2010/5/30 2033/4/1
Rugao Economic and Trade The ICBG Rugao
Development Co., Ltd. Company 5,000.00 Branch 20167125 2022112425
. Bank of Nanjing
Rugao Economic and Trade The
4,950.00 20211112 20221110
Development Co., Ltd. Company 50.0 Suﬁi?r:ﬁ oh 0 211
Wuxi Rural
Rugao Economic and Trade The Commercial
Development Co., Lid. Company S0 Bank Rugao anzneit RO2265/3
Branch
Rugao  Economic an:l.'i Trade The Hengfeng Bank
Development Co., Ltd, Company 4,800.00 Nantong Branch wlziriars 2022112727
Jiangsu Nantong
Rugae Economic and Trade The Rural
Development Co,, Ltd. Company 4,800.00 Commercial Su2nrts 202322
Bank
Jiangsu Nantong
Rugac Economic and Trade The Rural
Development Co., Ltd. Company %, 800600 Commercial G 2023k
Bank
Jiangsu Nantong
Rugac Economic and Trade The Rural
Development Co., Ltd. Company Ll Commercial 2020/6/28 a023m/22
Bank
Rugaoc Economic and Trade The ICBC Rugao
Development Co., Ltd. Company PR Branch 201677125 2022112425
Rugao Economic and Trade The ICEC Rugao
Development Co., Ltd. Company 400000 Eranch Sl 20FTMA
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:I Amount
; Guarantee | guaranteed . " Guarantee | Guarantee due
Guarantor units d party (RMB ten Creditor entities sfart date datia
_ thousand)
Rugao Economic and Trade The ICEC Rugao
Development Co., Ltd. Company 4,000.00 Branch 20w 2023M12/25
. Yangtze United
Rugao Economic and Trade The ? ;
Development Co., Lid. Company 10,000.00 Leaslrigré[;arud 2018/8M13 2022/8/13
Rugao Economic and Trade The- ICEC Yecheng r
Development Co., Ltd. Company 5,000.00 Branch 202172125 2023/1011
Wuxi Rural
Rugao Economic and Trade The Commercial
Development Co., Ltd. Company | 3,050.00 Bank Rugao 2021/5i27 20247215
Branch
Rugao Economic and Trade The Agricél;rgtr:?!:aﬂank 2016/3/7 2028/6/20
Development Co., Ltd. Company Nantong Branch
; . ; Agricultural Bankﬂl o
Rugao Economic and Trade The q
Development Co., Ltd. Company Nan?;:%hfg‘rzn oh 2016007 0278
Rugao Economic and Trade The i Agriit;!gﬁ‘fank 2016/1/8 2026/12/20
Development Co., Ltd. Company | Nantong Branch
Rugac Economic and Trade The Agﬁﬁ;'ﬁ;ﬁ: aBank 2016/1/8 2026/6/20
Development Co,, Lid. Company | Nantong Branch
: “;ﬁgrimitural Bank _
Rugao Economic and Trade| The | of China 2016/1/8 | 2028112120
Development Co., Lid. Company Nantong Branch
Rugao Economic and Trade -I The ICBC Rugao I 6/6/2 B
Development Co., Ltd. Company | 2.000.00 Branch 201 0 2023/12/25
Rugao Economic and Trade The ICBC Rugao
Development Co., Ltd. Company . A Branch 20165/14 20271210
Rugao Economic and Trade The Suzhou Trust
Development Co., Ltd. Company 2,00.00 Co., Ltd. RoooniT 4022/eM17 i
Rugao Economic and Trade The ICBC Rugao
Development Co., Lid. Company 2,000.00 Branch 201646720 202825
: Anhui Zhong'an
Rugao Economic ~and Trade| The 500000|  Financial 2019/6/6 2023/6/6
Development Co., Ltd. Company Leasing Co., Ltd.
Jiangsu
Rugac Economic and Trade The Changshu Rural
Development Co., Ltd. Company 1,700.00 Commercial 2020/2/19 2022848
Bank
Rugac Economic and Trade The ICBC Rugao
Development Co., Ltd, Company 1,000.00 Branch 2018/6/28 2031101
Jiangsu
Rugao Economic and Trade The Changshu Rural
Development Co., Ltd. Company 1,000.00 Commercial 20av4m 2022478
Bank
Wuxi Rural
Rugao Economic and Trade The Commercial
Development Co., Ltd. Company 960.00 Bank Rugao 202155027 PRARN0
Branch
Rugao Economic and Trade The Agricultural Bank
Development Co., Ltd. Company S0 of China “INeRIT 202744220
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Amount |
; Guarantee guaranteed - - Guarantee |Guarantee due
Guarantor units d party (RMB ten Creditor entities startdate | date
thousand) |
| Nantong Branch
Jiangsu
Rugao Economic and Trade The Changshu Rural
Development Co., Ltd. Company 300.00 Commercial 202072119 202212118
Bank
7 icultural Bank
Rugao Economic and Trade| The Agriculture
Development Co., Ltd. Company 1,900.00 i n?; ;hg; - 201611118 2025M12/20
E.gao Economic aﬁd Trade The ICBC Ru-gao
Development Co., Ltd. Company | =0,000.00 Branch 208711/30 A2TruE
Rugao Economic and Trade The Bank of China
Development Co., Ltd. Company 50.000.00 Nantong Branch 201671114 202511120
Rugao Economic and Trade The Jiangsu Financial
Development Co., Ltd. Company 20,000.00 Leasing Co., Ltd. 2021/M125 2024/11/25
Rugac Economic and Trade The Bank of Jiangsu
Development Co., Ltd. Company 15:000.00 Rugao Branch ; 2021/6/23 022022
Rugao Economic and Trade The Huaxia Bank
Development Co., Lid. Company 15.000.00 Mantong Branch 2V 2022/11720
Wuxi Rural
Rugao Economic and Trade The Commercial
Development Co., Lid. Company 15/000.00 Bank Rugao SOt 202256024
Branch
; Chongging Xinyu
Rugao Economic and Trade The : ;
Development Co., Ltd. Company 20,000.00 Leasﬁlr:-;]aréc;alud 2020/6M11 2025/6/11
Rugaf.; Economic and Trade The h Suzhou Trust
Development Co., Ltd. Company 12,910.00 Co., Ltd. 2020/6/9 202250
: Jiangnan
Rugae Economic and Trade The : i
Development Co., Ltd. Company 20,000.00 Leasl:i:'?ganci;?l it 2020M1M3 20251110
Rugao Economic and Trade,  The 20,00000| Intematonal 2019/6/27 | 2024/6/27
Development Co., Lid, Company L Leasing Co., Ltd
Rugao Economic and Trade The
Development Co., Ltd. Company 10,000.00 | Bank of Suzhou | 2021/11/22 202719424
Rugao Economic and Trade The ICBC Rugao
Development Co., Ltd. Company 10,000.00 Brarich 2019/5/21 2029/411
Rugao Economic and Trade The ICBC Rugao
Development Co., Ltd. Company 10,000.00 Branch 20201111 2027411
Rugao Economic and Trade The Huaxia Bank
Development Co., Ltd. Company 10.000.00 Mantong Branch 202111130 A
Rugao Economic and Trade The ICBC Rugao
Development Co., Ltd, Company 10,000.00 Branch 2200211 20291101
. China Everbright
Rugao Economic and Trade| The 10,000.00| BankRugao | 2021/4/20 | 2024/4/28
Development Cao., Ltd. Company Breinih
Shanghai
: Pudong
Rugao Economic and Trade The
Development Co., Ltd. Company 8,000.00 [ét:zeg??pl?;f:;t 2021/3n12 2030M2/20
Branch
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I Amount | i
: | Guarantee guaranteed | ' aioo | Guarantee | Guarantee due
Guarantor units d party (RMB ten Creditor entities start data date
thousand)
Rugao Economic and Trade! The ! ICBC Rugao -
Development Co., Ltd. Company 8,000.00 Branch 2016/9/14 20271210
Shanghai
; i Pudong
Rugao Economic and Trade The
8,000.00{ Development 2021/2118 2030M2/20
Development Co., Ltd. Company Bank Rugao
Branch
Rugae Economic and Trade The ICBC Rugao
Development Co., Ltd. Company 9.000.00 Branch 202012113 2026/411
Rugao  Jingkai Construction|  The Hengfeng Bank
Development Co., Lid. Company 480000 Nantong Branch | 2021112728 2022112127
| Jiangsu Rugao
Rugao Jingkai Construction The | Rural
Development Co., Ltd. Company Huo.ne Commercial et Z0RAriZR
i Bank
Rugao Jingkai Construction The ICBC Rugao
Development Co., Ltd. . Company <.800.00 Branch 20214 2022/5/30
Total | 469,102.00
6. Current account balance among related parties
(1) Payables
Closing balance | Opening balance
Name of projects | Baddebt | : | Bad debt
Book balance provision Book balance provision
Other payables:
Rugao Economic and Trade Development Co., Ltd, 243,384,003.89 498,182,721.78
Total 243,384,003.89 498,182,721.78

X. Commitments and contingencies

1. Major commitments
As of 31 December 2021, the company had no major commitment matters for disclosure.

2. Contingencies

(1) As of 31 December 2021, the details of guarantees provided by the company and its subsidiaries

to external entities are as follows:

Guarantor units

Secured units

Creditor

Guarantee balance (RMB ten
thousand)

_Jiangsu Gaokai
Investment
Development Group

Co., Ltd.

Rugao Changsheng Terminal
Co., Ltd.

Agricultural Bank of China
Rugao Sub-branch

20,000.00

Jiangsu Gaokai

Investment Rugao Changsheng Terrninal_Agricurtural Bank of China 6,000.00
Development Group | Co., Ltd. Rugao Sub-branch il
Co., Ltd.

Jiangsu Gaokai

Investment Rugao Changsheng Terminal Agricultural Bank of China 4.000.00

Development Group
Co., Lid.

Co., Ltd.

Rugao Sub-branch
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. | s Guarantee balance (RMB ten
Guarantor units Secured units | Creditor thousand)
Jiangsu Gaokai
Investment MNantong  Ruibang  Metal | China Guangfa Bank Hai'an| 7.000.00
Development Group | Product Co., Ltd, Sub-branch ' il
Co., Ltd.
Rugao East i
Investment gzﬁf 2 Guzhuangeiﬁg?g::{: China Construction Bank 12.705.00
Eﬂrerapment Co., Construction Co., Lid. Rugao Sub-branch
-_hugao East : -
Investment E:g(a“ Guzhuan%efe:i:;gnr%cﬁil China Construction Bank 9.175.00
Ein..relopment Co., Construction Co., Ltd. Rugao Sub-branch
Rugs.n-o IEast P
Investment E:iao Guzhuangas eﬁg‘;’;::: China  Construction  Bank 8.120.00
Lthvefopment Co., Construction Co., Ltd. Rugao Sub-branch
Rugao Easl. _ .
Investment Rugao Chuangsheng Trading|Hengfeng  Bank Nantong 2 600.00
Development Co., | Co., Ltd, Branch st
Ltd.
Rugao East
Investment Rugao Chuangsheng Trading | Hengfeng Bank Nantong 50.00
Development Co.,|Co., Ltd. Branch '
Ltd.
Rugao East |
Investment Rugao Chuangsheng Trading Hengfeng Bank Nantong 50.00
Development Co., ! Co., Ltd. Branch '
Lid.
Rugao East :
Investment Rugao Guzhuang Ecological China CITIC Bank Rugao
Development Ca Park Development Biraxich 29,340.00
G | Construction Co., Ltd.
.Rugao Urban ;
Control  Investment Rugao Guzhuang Ecological Huaxia Bank Rugao
Develoiiant  Co Park Development g 13,800.00
o * | Construction Co., Ltd.
Rugao Urban i : N
Control Investment| Rugao  Yutong RIVer| | axia Bank Rugao
Development Co Rectification Operation Stk hrarials 8,800.00
Ltd P | Management Co., Ltd.
Rugao Urban
Control Investment Huaxia Bank Rugao
Development Co., Rugao Water Group Co., Ltd Sub-brand 10,000.00
Ltd.
Rugao Urban
Contral  Investment| Rugao Zhishui Water Industry | Huaxia Bank Rugao 10,000.00
Development Co.,|Co., Lid Sub-branch bt
Ltd.
Rugao Urban
Rugao Zhonggao Agricultural :

Control  Investment Huaxia Bank Rugao
Development Co.. Irﬁestment Development Co., Subbranch 4,000.00
Ltd.
Rugao Urban
Control Investment | Jiangsu Ruyi Zhicheng Urban | Huaxia Bank Rugao 4.800.00
Development  Co., | Construction Co., Ltd. Sub-branch e
Ltd.
-Rugao Urban | Zhonggao Agricultural Product | Huaxia Bank Rugao | 3,000.00
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. . Guarantee balance (RMB ten
Guarantor units Secured units Creditor thousand)

Control Investment| Supply Chain Co., Ltd Sub-branch
Development Co.,
Ltd.
Rugao Urban
Control  Investment| Rugao Rucheng New Rural|Yangtze United Financial 3.695.23
Development Co., | Investment Co., Lid. Leasing Co., Ltd. e
Ltd.
—Rugau Urban i -
Control  Investment | Rugao Water Supply Factory|Bank of Nanjing Rugao 1.000.00
Development Co., | Co., Ltd Sub-branch S
Lid.
Rugao Urban g
Control  Investment Rugs}o : Yutong R"."'Ef Bank of Nanjing Rugao
Development Co Rectification Operation Sub-branch 4,000.00
Ltd op " {Management Co., Ltd.
”Rugao Urban _ -
Control  Investment | Rugao Security Service Co., Zhangjiagang Rural 890.00
Development Co., | Ltd Commercial Bank :
Lid.
Rugao Urban
Control  Investment | Nantong Rugao Automobile Hengfeng Bank Naniong 7.000.00
Development  Co., | Town Co., Ltd Branch it
Ltd. |
Rugao Urban
Control Investment| Rugao Guangyi Infrastructure Hengfeng Bank Nantong 8.500.00
Development  Co., | Construction Co., Ltd. Branch g
Ltd. |
Rugao Urban
Control  Investment| Rugao Zhishui Water Industry | Hengfeng  Bank Nantong 7.500.00
Development Co., | Co., Ltd Branch bt
Ltd.
Rugao Urban
Control  Investment Hengfeng Bank Nantong
Development Co.. Rugao Water Group Co., Ltd Branch 7.,000.00
Ltd.
Rugao Urban '
Control  Investment Rugao Guzhuang Ecological Hengfeng Bank Nantong
Development Co Park Development Branch 6,000.00
Ltd op "' | Construction Co., Ltd.
Rugao Urban
Control Investment| Rugao Water Supply Factory|Hengfeng Bank Nantong 5.000.00
Development Co.,|Co., Ltd Branch il
Ltd.
Rugao Urban
Control  Investment| Rugao West Venture Park Hengfeng Bank  Nantong 3.500.00
Development  Co., | Investment Co., Ltd. Branch B
Ltd.
Rugao Urban
Control  Investment Rugao Guzhuang Ecological Hengfeng Bank Nantong
Development Co Park Development Efanch 1,000.00
Ltd. P | Construction Co., Ltd.
Rugao Urban
Control  Investment " Bank of Nanjing Rugao
Development  Co.., Zhonggao Factoring Sibbicarch 3,000.00
Ltd.
Rugaao Urban p China Merchants Bank Rugao
Control  Investment Zhonggao Factoring Sub-branch S0
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[
; | Guarantee balance (RMB ten
Guarantor units Secured units Creditor thousand)
Development Co.,|
Ltd.
Rugao Urban
Control  Investment . 'China Merchants Bank Rugao
Development Co., Zhonggao Factoring ' Sub-branch 750:00
Ltd.
Rugao Urban
Control  Investment | Rugao Guangyi Infrastructure | Xjiamen International  Trust| 12 224 00
Development  Co., | Construction Co., Ltd. Co., Ltd T
Lid.
Rugao Urban i
Control Investment| Rugao Guangyi Infrastructure | Xiamen International  Trust | 2.880.00
Development Co., | Construction Co., Ltd. Co., Ltd e
Ltd.
Rugao Urban
Control  Investment| Rugao Guangyi Infrastructure | Xiamen International  Trust 2 390.00
Development  Co., | Construction Co., Ltd. Co., Lid e
Lid.
Rugao Urban
Control Investment| Rugao Guangyi Infrastructure | Xiamen International  Trust 800.00
Development  Co., | Construction Co., Ltd. {Co., Ltd ’
Lid. |
Total 233,669.23

Xl. Events after the balance sheet date
As of the approval date of this financial statement, the company had no event after balance sheet

date to disclose.

XIl. Other important matters

None.

XIll. Notes on major items of parent company’s financial statement

1. Other receivables

ltems Closing balance J Opening balance
Other receivables 5,177,950,288.30 5,999,185,022.89
Total 5,177,950,288.30 5,999,185,022.89
(1) Other receivables
(D Disclosure by age
Aging Closing balance Previous year ending balance
Within 1 year ' 3,393,793,144.95 3,312,594,770.60
1-2 years 1,606,322,169.75 2,534,255,2768.69
2-3 years 163,950,000.00 128,800,000.00
3.4 years 14,632,473.60 24,282,473.60
Subtotal 5,178,697,788.30 | 5,999,932,522.69
Less: bad debt provision  747.500.00 . 747.500.00
o Total 5,177,950,288 30 5,999,186,022.89

(@ Closing balance presented by fund nature
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Aging

Closing balance

Transaction accounts

' 5,159,139.517.04

Cash pledge, guarantee deposit

14,533,000.00

Suspense payment receivable

5,025,270.36

Subtotal

5,178,697,788.30

_Less: bad debt provision

747,500.00

Total

5,177.950.288.30

@ For other receivables, changes in the provision for bad debts based on 12-month expected credit
losses and expected credit losses throughout the existence period are as follows:

Phase | Phase Il Phase lll
Expected credit :
Bad debt provision Expected credit losses throughout E:f:f;iigi:}tsigii? Total
losses in the next 12 | existence period (no eriod (credit
manths credit impairment | . P e
occurred) impairment occurred)
Opening balance 747,500.00 747,500.00
Book balance of other
receivables at the beginning
of year in the current period:
——Transfer in Phase |l
——Transfer in Phase Il
——Transfer back to Phase || |
——Transfer back to Phase |
Provision in the current period
Reversal in the current period
White-off in the current period
Wriitten off in the current
period
Other changes
Closing balance 747,500.00 747,500.00
@ Bad debt reserve status
Amount of changes in current period
Category Opening balance Write-off or Closing balance
o . Provision R?,zg::;im write-off after
verification

Aging portfolio 747,500.00 747,500.00

Total 747,500.00 | 747,500.00

@ No other receivables actually written off in the current period
Other receivables of Top 5 closing balance classified by debtors

Niahwe:of Proportion to total closing
MName of entity Rificl Closing balance balance of other receivables
(%)
Rugao Economic and Technological Tiiisaction |
Development Zone Investment Development enern 1,733,654,961.44 3348
Co., Lid.
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Froportion to total closing
Name of entity Haturs of Closing balance balance of other receivables
funds (%)
El?mtnng Gadteng Construction Develop.ment Transacl-fun ) | .
Co., Ltd. atEole 1,035,405,150.00 19.99
) Transaction i
Nantong Ruibang Metal Product Co., Ltd, acoounts 720,797, 500.00 13.92
Rugao Honghao Metal Surface Water Treatment| Transaction
Co., Lid. SN 330,201,161.00 6.38
Rugao Gaoding Real Estate Operation| Transaction
Management Co., Ltd. accounts | 4E.209.800.00 e
Total 4,063,338,772.44 78.47
2. Long-term equity investments
(1) Classification of long-term equity investment
Closing balance ! Opening balance
- : = i i
P_rm.-'t I | Provi
sion :
ltems for slon
Book balance impai Book value Book balance for Book value
rmen | mpal|
t rment
Investment
in 6,748,642 446,55 6,748,642 446.55 655,874,829.67 655,874 829.67
subsidiaries
Investment
in
associated
enterprises 8,270,159,115.50 8,270,159,115.50| 7,825,958,221.56 7,825,958, 22156
and joint
ventures
Total 15,018,801,562.05 i 16,018,801,562.05| 8,481,833,051.23 8,481,833,051.23

(2) Investment in subsidiaries

| Provisio
nfor | Closing
i i impairm | balance of
: Increase in current | Decrease in EINBSTIT|
Investee Opening balance period current period Closing balance atr:;n E|r| |mpar;inne
current | provision
period
Nantong Gaoteng
Construction
Development Co., | 200.000,000.00 200,000,000.00
Ltd.
Jiangsu  Gaokai
Construction
Engineering Co,|  °0:000,000.00 50,000,000.00
Ltd.
Nantong Ruibang
Metal Product Co., 63,948,054.33 63,948,054.33
Ltd.
Rugao Urban
Control Investment
Development Co., 6.058,433,779.30 6,058,433,779.30
Ltd, [
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J

Provisio
n for Closing
: . impairm | balance of
; Increase in current | Decrease in . : - g

Investee Opening balance period current period Closing balance e{nht em mpa;]:rme

current | provision
. period

Rugao  Jiahong

Trading Co., Ltd.

31,281,891.91

31,281,891.91

Rugao Economic
Development Park
Integrated Service
Co., Ltd.

59,784,817 .59

59,784,817.59

Rugao Hydrogen
Energy Town
Investment

Development Co.,
Ltd.

282,141,957.75

282,141,957.75

Gaoyuan
Construction
Development

{(Jiangsu) Co., Ltd |

67,000,000.00

67,000,000.00

Total

656,874,829.67

6,156,715,671.21 | 63,948,054.33

6,748,642.446.55

(3) Investment in associated enterprises and joint ventures

Increases and decreases in current period

g

i Adjustme
Red " n
Investee Opening balance Additional od | nvestment gainsand | MO | other
investment invest losses repogmzed compreh exeisy
ment | Ynder equity method ok change
revenues
I. Associated
enterprises
Rugao Yizeng
Financial Leasing 65,073.16 -4,238.83
Co., Lid.
Rugao Economic and
Trade Development 7,825,803,148.40 300,000,000.00 144,205,132.77
Co., Ltd.
Total 7,825,958,221.56 300,000,000.00 144,200,803.94
(Continued)
Increases and decreases in current period Closing balance
Investee Declaration of cash|  Provision for - Closing balance of impairment
dividends or profits impairment her provision
l. Associated
enterprises
Rugao Yizeng
Financial Leasing Co., 60,834.33
Ltd.
Rugao Economic and
Trade  Development 8,270,098,281.17
Co., Ltd.
Total 8,270,159,115.50
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2019-2021 Financial Statement Notes of Huai'an Traffic Holding Group Co., Ltd

’ Book value at the
Item Ciaeing boak value (RMB beginning of year (RMB Limited reasons
ten thousand)
ten thousand)
Inventory 58,377.00 22,000.00 Mortgage
Total 101,783.59 73,287 .41

VIl. Consolidation scope changes

1. Consolidation scope change

(1) Subsidiary increase in the current period:

. : " Shareholding ratio i
Name of subsidiaries | Registered Registered capital g (%) Acquisition
place (ten thousand Yuan) Direct Indirect mode

Jiangsu Surfing Hugafan
Software  Technology s 2,162.162 74.00 Transfer
Co., Ltd ek
Jiangsu Wancheng HuaFan
Steel Structure anast 4,000.00 60.00 Purchase
Technology Co., Ltd 9
Huai'an Affiliated Grain Huai'an
Repository Co., Ltd Jiangsu 9,196.35 100.00 Transfer
Huai'an Traffic Control Huaran
Management e 500.00 100.00 Establishment
Consulting Co., Ltd g
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2019-2021 Financial Statement Notes of Huai'an Traffic Holding Group Co., Ltd

the year 2021 the year 2020 the year 2019
ltem Other business o 2?;%:1 Other business | Other operating | Other business | Other operating
incomes: P 9 incomes: costs incomes: cosis
costs
Leasing
Siminass 5,762,430.14 7,851,797.20 34,183,506.82
Total 5,762 430.14 7.,651,797.20 34,183,506.82

Huai’an Traffic Holding Group Co., Ltd
15 April 2022
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2019-2021 Financial Statement Notes of Huai'an Traffic Holding Group Co., Ltd

’ Book value at the
Item Ciaeing boak value (RMB beginning of year (RMB Limited reasons
ten thousand)
ten thousand)
Inventory 58,377.00 22,000.00 Mortgage
Total 101,783.59 73,287 .41

VIl. Consolidation scope changes

1. Consolidation scope change

(1) Subsidiary increase in the current period:

. : " Shareholding ratio i
Name of subsidiaries | Registered Registered capital g (%) Acquisition
place (ten thousand Yuan) Direct Indirect mode

Jiangsu Surfing Hugafan
Software  Technology s 2,162.162 74.00 Transfer
Co., Ltd ek
Jiangsu Wancheng HuaFan
Steel Structure anast 4,000.00 60.00 Purchase
Technology Co., Ltd 9
Huai'an Affiliated Grain Huai'an
Repository Co., Ltd Jiangsu 9,196.35 100.00 Transfer
Huai'an Traffic Control Huaran
Management e 500.00 100.00 Establishment
Consulting Co., Ltd g
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2019-2021 Financial Statement Notes of Huai'an Traffic Holding Group Co., Ltd

the year 2021 the year 2020 the year 2019
ltem Other business o 2?;%:1 Other business | Other operating | Other business | Other operating
incomes: P 9 incomes: costs incomes: cosis
costs
Leasing
Siminass 5,762,430.14 7,851,797.20 34,183,506.82
Total 5,762 430.14 7.,651,797.20 34,183,506.82

Huai’an Traffic Holding Group Co., Ltd
15 April 2022
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UETD Construction & Development State-owned Capital Investment
Operation (Group) Co., Ltd,

Audit Report
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00002022040054142335
Report file no.: Zhongxinghua Audit [2022] no. 021313-

ZHONGXINGHUA CERTIFIED PUBLIC ACCOUNTANTS LLP



UETD Construction & Development
State-owned Capital Investment Operation
(Group) Co., Ltd.

2021 Consolidated & Parent Company
Financial Statement

Auditor’s Report

ZHONGXINGHUA CERTIFIED PUBLIC ACCOUNTANTS LLP

Location: 20/F, Tower B, Lize SOHO, 20 Lize Road, Postcode: 100073
Fengtai District, Beijing PR China

Tel: (010) 51423818 Fax: (010) 51423816
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2021 Financial Statement Notes of UETD Construction & Development State-owned Capital Investment
Operation (Group) Co., Lid.

Current amount Previous amount
ltems —_— : = .
Incomes Cost Incomes Cust
Main business 752,902,501.00 440,109,630.64 682,161,420.16 ¢44 EBG 454 a6
Other businesses 10,122,325.49 29,055,758.36
Tolal 763,024,826.49 440,109,630.64 711,217,178.52 444 B86,454.36
UETD Construction & n e-owpled Capital Investment
op r'n_a{{m{Group) Cop Ltd.
LY .
Legal representative: Accounting director; Accounting firm director:
Lt wkl N
A\ 'EI:" :J\
) ! B5018001 801344
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Jiangsu Yungang Investment Development
Co., Ltd

Audit Report
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Jiangsu Yungang Investment Development Co., Ltd

Financial Statement Notes in 2021

l ! 4| Provision far Closing
Opening Increase in Decrease in impairment in | balance of
Investee balance current pariod | current period Closing balance the current | impairment
period provision
Baoyinjin
Investment
Lianyungang  Co., 7.845.433.57 21,801.78 7.823,631.79
Ltd |
Total 7,845,433.57 | 21,801.78]  7,823,631.79 |'
3. Operating income, operating cost
Current amount Previous amount
Items : ¥
Incomes Cost Incomes Cost
Main business 323,261 ,489.00| 298,423,637.99 536,405,505.08 510,657,359.01

Other businesses 10,073,107.25 2,540,265.61 22,390,106.62 17,183,576.92
Total 333,334,606.25 300,963,903.60 558,795,611.70 527,840,935.83
Jiangsu Yungang Investment Development Co., Ltd
26 April 2022
Legal representative: Accounting director: Accounting firm director;
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Jiangsu Zhongguancun Science Park Holding Group Co., Ltd.
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@ ZHONGXINGHUA CERTIFIED PUBLIC ACCOUNTANTS LLP
(V) Evaluate the overall presentation, structure and content of the financial statements, and whether

the financial statements represent the underlying transactions and events in a manner that

achieves fair presentation,

(VI)Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within SWCTDG to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group audit.

We remain solely responsible for our audit opinion.

We communicate with the governance level 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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Suzhou Wuzhong Cultural Tourism Development Group Co.. L.
MNoies ta the Financial Statements

For the year ended 31 December 2021

Notes to the Financial Statements of Suzhou Wuzhong Cultural Tourism Development Gronp
Co,, Ltd.

For the year ended 31 December 2021

I.Basic information of the company

1.Company registration place, organization form and headguarters address

Suzhou Wuzhong Coltural Tourism Development Group Co., Lul. (hereinafter referred 1o as the
Company or the company) {previously known as “Suzhou Taihu Lake Tourism Development Co.,
Ltd.”) was established on 13 September 201 ) and jointly funded by Suzhou Wuzhong City
Construction Investment Development Co., Ltd. and Suzhou Wu Zhong GuoYu Assets Management
Co. L.,

The initial registered capital of the company was RMB 500.00 million and the paid-in capital
was RMB [00.00 million, among which Suzhou Wuzhang City Censtruction Investment
Dexvelopment Co., Lid. invested RMB 50.00 million with currency, the investment-proportion was
30.00%: Suzhou Wu Zhong GuoYu Assets Management Co,, Ltd. invested RMB 50.00 million with
currengy, the investment-proprofion was 50.00%. This captial investment has been verified by the
Capital Yerification Report No. (2011) n1053 of Suzhou Dongrui Centified Public Accountants Co.,
Lid..

In May 2012, the registered capital of the company increased to RMB 700.00 million and the
paid-in capital increased 10 RMB 300 million. Suzhou Wu Zhong GuoYu Assets Management Co.,
Ltd. increased its capital by RMB 200 million with currency. This capital increase has been verified
by Suzhon Dongrui Certified Public Accountants Co., Lid. with the "Capital Yerification Repon™ Mo.
{2012y n2-M7.

In July 2012, the registered capital of the company increased to RMB 1,000.00 million ard the
paid-in capilal increased 10 RMB 600 maillion. Suzhou Wuzhong City Construction Investment
Development Co., Ltd. increased its capital by RMB 300 million with currency. This capital increase
has been verified by Suzhou Dongrui Certified Public Accountants Co,, Lid. with the "Capital
Verification Report™ No. (2012) n2-029,

In May 2013, the registered capital of the company increased to RMB {,500.00 million and the
paid-in capilal increased 1o RMB 1,100 million. Suzhou Wuzheng City Construclion Investment
Development Co., Lid. increased its capital by RMB 500 million with currency. This capital increase
has been verified by Suzhou Dongrui Certified Public Accountants Co., Ltd. with the "Capital
Verification Report” No, (2013) n2-024.



Suzhou Wuzhong Culural Tourism Development Group Co., Lid.
Notes w the Financial Stalements

For the year ended 31 December 2021

[n Seplember 2013, the registered capital of the company increased to RMB 1,500.00 million
and the paid-in capital increased to RMB 1,500 million, Among which Suzhou Wuzhong City
Construction Investment Development Co., Ltd. increased it capital by RMB 175 million with
currency and Suzhou Wu Zhong GuoYu Assels Management Co., Lid. increased its capital by RMB
225 million with currency, This capital increase has been verified by Suzhou Rixin Accountant
Office with the “"Capital Verification Report” No. (2013} n577,

In Septlember 2013, the registered capital of (he company increased 1 RMB 160000 million
and Ihe paid-in capital increased to RMB 1,600 million, Suzhon Wu Zhong GuoYu Assels
Management Co., Ltd. increased its capital by RMB 100 million with currrency. This capital increase
has been verified by Suzhon Tian'on Cenified Public Accountants with the "Capital Verification
Report” Ne. (2015 004 1.

In November 2017, the registered capital of the company increased to RMB 2,839,5892 million.
Suzhou Wuzhong City Construction Investment Development Co., Lid. increased its capital by
RMB 1,239.5892 miilion with currency. This capiral increase has been verified by Suzhou Tian'an
Certified Public Accountants with the "Capital Vetification Report” No. (20173 nD33,

In March 2020, the registered capilal of the company increased to RMB 2,851.5892 million,
Suzhouw Wuzhong City Construction Investment Development Co., Ltd. increased its capital by
RMB 12,00 million with currency. After several changes, the shareholder Suzhou Wuzhong City
Construction Invesiment Development Co., Lid. has made 1 cumuiative capital investment of RMB
2,326.5892 million, accounting for 81.59% of the paid-in capital; the sharcholder Suzhou Wu Zhong
OuoYu Assets Management Co., Lid. has made a cumulative capital investement of RMB 525
million, accovnting for 18.41% of the paid-in capital.

In December 2020, the registered capital of the company increased to RMB 2,860.5892 mijliion.
Suzhow Wuzhong City Construction Investrent Development Co., Ltd. increased its capital by
RMB 9.00 million with currency. After several changes, the sharchelder Suzhou Wuzhong City
Construction Investment Development Co., Lid. has made a cumulative capital investment of RMB
2,335.5892 million, accounting for 81.65% of the paid-in capital; the shareholder Suzhou Wu Zhong
GuoYu Assets Management Co., Ltd. has made a cumulative capital investement of RMB 525
rmillion, accounting for 18.35% of the paid-in capital.

Company address: No.2013, Sunwu Road, Taihu National Tourism Resort, Suzhou. Business
License: the company has obtained a Business License by the Market Supervision and

Administeation Bureaw of Wuzhong District, Suzhou City, and unified social credit code:
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913203003837049654; Organizational form: limited liability company, Legal representative: Li
Shuiming.

2. The nature of the company’s business and main operating activitics

The Company belongs to the public facilities management industry, with the main business
scope:  development, operation and managemen of courist ateactions; howl management;
Development of tourism handicrafts, assel management within the scope of antherizalion. (Projects
subject to approval in accordance with the law, by the relevant departments for approval before

operaling aclivities).
3.Approval and issuance of financial reports

This financial statement has been approved and issued by the resolution of the Board of
Directors of the Company.

4.8cope of consolldated financial statements

A total of 25 subsidiaries of the company included in the consohdation scope in 2021, For
details, please refer to Note VIIL"Interest in other enities”. The scope of the company's
consolidation jn the curtent period decreased by 1 from the pravious perod. For details, please refer

to Note VII"Changes in Consolidation Scope”,

Ii.Basis of preparation

L Preparation basis

The financial slatements of the company are based on the assumption of going concern, based
on actual mansactions and evenls, in accordance with the “Accounting Standards for Business
Enerprises - Basic Standards” issued by the Ministry of Finance (Order No. 33 of the Ministry of
Finance, revised by Order No. 76 of the Ministry of Finance). 42 specific accouming standards
issued and revised on and after February 15, 2006, and application guidelines for accounling
standards for business enterprizes Preparation of disclosure provisions for the imterpretation of
accounting standards for business enterprises and other relevant provisions (hereinafter collectively

referred (o as "accounting standards for business enlerprises™).

The Company adopts the accrual basis of accounting. Except for cenain financial instruments
and invesiment properties, the financial statements are prepared under the historical cost convention,
In the event that impairment of assets oceurs, a provision for impairment is made accordingly in

accordance with the relevant regulations.

2.Conlinuing operations
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The financial statements of the Company have been prepared on going concern basis. The
Company has evaluated its ability of going concern for the next ar least 12 months since 31

Drecember 2021 considering all available information,

HLStatement of Following the Accounting Standards for Enterprises

The financial statements have been prepared in compliance with the Accounting Standards for
Business Enterprises lo troly and completely present the Company’s and consolidated financial
position as at 31 December 2021 and 1he Company’s and consolidated operating results and cash
flows tor the year ended 31 December 2021.

IV Significant accounting policies and accounting estimate

The Company and its subsidiaries have formulated certain specific accounting policies and
estimates for relevant transactions and evenls based on the acwal production and operation
characteristics and in accordance with the provizions of the relevant accounting standards for
enterprises, as described in the description of Note V.29 "Revenue”. For a description of the
significant accounfing judgments and estimates made by management, please cefer 10 Note 1V.34

"Major Accounting Judgments and Eslimates”.

LAccounting period

The company's aceounting period is divided into snnual and interim perdods. Interim accounting
period refers 1o a reporting period shorter than a complere fiscal year. The accounting period of the
Company is from | January to 31 December.

2.0peraling cycle

The normal businass eycle refers to the period from when the company purchases assets for
processing to when it realizas cash or cash equivalents. The company 1akes 12 months as a business
cycle and uses it as the standard for dividing the liquidity of assets and liabilities.

J.Functional carrency

The financial statements of the Company have been prepared in RMB.

4.Accounting Ireatments for business comhinations involving enlerprises nnder common

control and business combinations not involving enterprises under ¢common control

Business combination refers to a transaction or event in which two or more separate businesses
are combined o form a reponting entity. Business combinations are divided into business
combinations under common control and business combinations not under common control.

{1)Business combinations invelving enterprises under commen control
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The enterprises panicipating in the merger are vltimalely conirolled by the same party or the
same multiple parties before and after the merger, and the conrol is not temporary. It is a business
combination under the same conirol. In a business combination under the same control, the party that
obtains control of other participaling companies on the merger day is the merging party, and the
other companies participating in the merger are the merging party. The merger date refers 1o the date
on which the combining pasty aciually obtains control of the combined party.

For a business combinalion involving enterprises under common control, the assets acquired
and liabilities assumed are measured based on their carrying amounts in the consolidated financial
statements of the ultimate conmolling party at the combination date, except for adjustments due 10
different accounling policies. The difference between the carrying amount of the net assets acquired
and the consideration paid for the combinztion {or the total par value of shaves issued) is adjustad
against share premium in the capital reserve, with any excess adjusted against retained earnings.

The direct costs incurred by the merging pany for the business corbination shall be included in
the curtent profit and loss when incurred,

(2)Business combinations involving enterprises nol under commen control

I the enterprises participating in the merger are not ullimately controlled by the same party or
parties before and afier the combination, the business combination is facilitated under different
controls. For business combinations not under the same conirol, the party that obtains control over
other participating enterprises on the acquisition date is the acguirer, and other enterptises thal
participate in the combination are the acquirees. The acquisitien date refers o the date when acquirer
actually obtains control over acquiree,

For the business combinations under different controls, the combination ¢ost includes the assets
paid by the acquirer to oblain control over acquire on the acquisition date, the liabilities ganerated or
undertaken and the fair value of the issued equity securities. The intenmediary costs vsed for auditing,
legal services, appraisal consulting and other administrative expenses during the process of business
combination are included imo the current profits and losses. The transaction costs of the markelable
equity securities ot deblt securities issued by the acquirer as the combined consideration are included
into the initial confirmation amount of markelable equity securitiss or debt securities. The involved
contingent consideration i5 included in the consolidated cost as per its fair value on the purchasing
date, if new or further evidences compared with exisling circumstances on the purchasing date occur
within 12 months afier the purchasing dale, so that contingeni consideration needs to be adjusted, the
consolidated goodwill shall be adjusted accordingly. The combination costs generated by the

acquirer and the identifiable net assets obtained during the combination process are computed based
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on the fair value on the acquisition date. 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 comtbination cost is less than the fair value of identifiable net assels oblained
by acquiree i the combination, the fair value of identifiable assets, liabilities and/or contingent
liakilitics of the acquiree and the combinaiion ¢asts should be re-computed First, I the combination
cost is siil] less than the Fair value of identifiable nel assets obtained by the acquiree in the
combination, the difference shall be included inlo the current profits and losses.

When the deductible lemporary differgnce obtained by the purchasing party from the purchased
panty is unrecogized due 1 incompliance with the deferred income 1ax asset recognition criteria on
the purchasing date, within 12 months after the purchasing date, if new or further information shows
relevant circomstances of the purchasing date have existed, and economic benefits of the purchased
party brotight by the deductible temporary difference on the purchasing date is expecied 1o realize,
the relevant deferred income tax assets are recognized, while the goodwill is reduced: il the
gocdwill is insufficient to offsat, 1he difference part is recognized as cotrent profits and losses,
excepl for the above circumslances, the deferred income tax assets recognized in connection with
enterprise consolidation are included in current profits and losses.

Business combination vnder different control realized step by step through multiple mransactions,
according to the "Notice of the Ministcy of Finance on Issuing [nterptetation of Accounting
Standards For Enterprises No. 5" (Caikuai [2012] Mo, 19) and "Accounting Standards for Business
Enlerprises Mo. 33-Merger "Financial Statement” Article 51 on the “package deal” judgment criteria
(see Note 1V.5 {2)), to delermine whether the multiple transactions belong o "package deal”. If it
belongs to a “package deal”, refer to the previous paragraphs of this part and note 1. 14 "Long-lerm
gquity investment” for accounting Ireatinent; if it does not belong to a “package deal”, distinguish
between individual financial statements and consolidated financial statements for related accounting
Ireatment:

In the individual fizancial statements, the sum of the book value of the equity investmen held
by the purchaser before the purchase date and the new invesiment cost of the purchase date is taken
as the initial investment cost of the investment; the equity of the purchaser held before the purchase
date If other comprehensive income is involved, the oiher comprehensive income relaled o the
investrment will be accounted for on the same basis as the purchaser s direct disposal of related
assets or habilities {ie, except for Except for the corresponding share in the changes caused by the
net liabilities or net assets of the defined benefit plan, the rest iy transferred 10 the current investment

income).
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In 1he consolidated financial stalements, the equity of the putchased party held before the
purchase date is remeasured according to the fair value of the equity at the purchase date, and the
difference berwesn the fair value and ik book value is ingluded in the current invesiment income;
held before the purchase date If the equity of the purchased party invelves other comprehensive
income, the other comprehensive income related ta ir shouid be accounted for on the same basis as
the purchaser *s direct disposal of related assets or liabalities (ie, except for Except for the
cotresponding share in the changes caused by the net liabilities or net assets of the defined benefit
plan, the rest are converted into the current investmenl Income of the purchase dale).

5.Consolidated financial statements

{1) Scope of comsolidaled financial statements

The scope of consolidated financial stalements {5 based on conwol. Control exists when the
Company has power over the investee; exposure, or rights to variable returns from its involvement
with the investee and has the ability to affect its returns through ils power over the invesies, A
subsidiary is an enticy that is contcolled by the Company.

Once changes in relevant facts and circumstances result in changes in the relevani elements
involved in the above comirol definilion. the company will conduct a reassessment.

(2] Basis of preparation of consolidated financial slatements

The consolidated financial statements are prepared by the Comipany based on Ihe financial
statements of the Company and its subsidiaries and other relevant information. When preparing
consolidated financial statements, the accounling policies and accounting periods of the subsidiaries
should be consistent wilh those established by the Company, and all significant intra-group balances
and transactions are eliminated.

Where a subsidiary or business was acquired during the reporting period, through a business
combination involving enterprizes under common control, the financial statements of the subsidiary
or business are included in the consolidated financial statements as il the combination had oecurred
at the date that the vltimale controlling party first obtained control.

The potticn of a subsidiary's equity that is not anributable to the parent is treated as non-
controlling interests and presented separately in the consolidated balance sheet within shareholders’
equity. The portion of net profit or loss of subsidiaries for the period attribulable to non-controlling
intetests is presented separately in the consolidated income stalement below the “net profit™ line
item. When the amount of loss for the current peried auributable to the non-conirolling shareholders
of a subsidiary exceeds the non-controlling shareholders® share of the opening owners' equity of the

subsidiary, 1he excess is still allocated against the non-controlling interests.

7
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Where the Company acquites a non-contrelling interest from a subsidiary's non-controlling
shareholders or disposes of a portion of an interest in a subsidiary without a change in control, the
transaclion is treated as equity transaction, and the book value of sharcholder’s equity aitribuled to
the Company and to the non-contralling interest is adjusied t reflect the change in the Company’s
interest in the subsidiaries. The difference between the proportion inlerests of the subsidiary’s net
assels being acquired or disposed and the amount of the consideration paid ot received is adjusted 10
the capital reserve in the consolidated balance sheet, with any excess adjusted (o retained earnings.

Whan the control of the original subsidiary is lost due to the dizposal of part of the equity
investment or other reasons, the remaining equily is re-measured at its fair value on the date of loss
of control. The sum of the consideration obtained from the disposal of the equity and the fair value
of the remaining equity minus the difference between the share of the original subsidiary’s net assets
that should be continuously calculated from the date of purchase based on the original shareholding
ratio is included in the current period of loss of contrel Investment income, Other comprehensive
income related 1o the original subsidiary’s equity invesiment s accounted for on the same basis as
the purchaser's direct disposal of related assets or liabilities when it loses control (ie, except for the
remeasurement of the original subsidiary's defined benefit plan Except for changes due to net
liabilities or ner assets, the resl are also converted into current investment income). Afierwards,
follow-up measurement of this part of the remaining equity in accordance with "Accounting
Standards for Business Emerprises No. 2-Long-term Equily Investment” or " Accounting Siandards
for Business Enterprises No. 22-Recognition and Measurement of Financial Insiruments™, please
refer 10 Note |V_14. "Long-term equity invesiment” or "Finance Instraments” in Note [V .9,

If the company disposes of the equity investment in the subsidiary in stages through multiple
tramsactions until it loses controd, it is necessary to distinguish whether the transaction of equity
investment in the subsidiary until the loss of control is a package wansaction. The terms, conditions
and economic impact of 1he disposal of various transactions on the subsidiary s equity investment
are consisltent with one or more of the following conditions, usually indicating that multiple
transactions should be accounted for as a package transaction: {1 These wransactions are
simulianeous or under consideration Coneluded under the influence of each other; &) these
transactions as a whole can achieve a complete business result; &) the occurrence of a ransaction
depends on the occorrence of at least one other Iransaction, () a transaction alone is uneconomical,
but and Other transactions are economic when considered together. If it does not belong to a package
deal, for each of these transactions, according to the situation, the partial disposal of long-lerm

equity investment in the subsidiary company without losing control rights (see Note 1V.14, (2) @)
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and “The loss of control over the original subsidiary dve to the disposal of parl of the equity
inveslinant or other reasons” (see the previous paragraph For details) is aceounted for. Disposal of
the equity investment in the subsidiary entil the loss of control rights is a package transaction, the
transactions are (reated as a transaction that disposes of the subsidiary and loses controd rights;
however, each time the price is disposed before the loss of control rights The difference
corresponding to the disposal of the investment and the share of Ihe subsidiary 's net assets is
recognized as other comprehensive income in the consolidated financial statements, and is
transferred to the profit or loss of the current period when control is lost

6.Joint arrangement classification and accounting treatment for joint operation

Jowt venture arrangement refers to an arangement jointy conirolled by 1we or more
participants. According to the righis and obligations enjoyed and assumed by the company in the
joimt venture arrangement, the joint venture errangement is divided into joint operation and joint
ventuze. Joint operation refers o a joint venture arrangement in which the company enjoys the assets
related to the arrangement and bears (he liabilities related to the arrangement. "loint venture”™ refers
1+ & joint venture arrangemenl in which the company only has rights over the nel assets of the
arrangement,

The Company adopls equity method under Jong-term equity invesiment in accounting for its
investment in joint venture. [t is handled in accordance with the accounting policies deceribed in
Note [V. 14 (2) @) "Long-term equity investment accountad for by the equity method”,

The company, as a joint venture pany, recognizes the assets and liabilities held and assumed
sepatately by (he company for joint operations, and recognizes the assets and liabilities held and
assumed jointly based en the Company's share; Confirm the income generated from the sate of the
company’s share of joint operation output; The revenue generated from the sale of cutput in Joint
operations is recognized based on the company's share; Confinm the expenses incurmred by the
company alone, and confirm the expenses incurred by joint operation based on the company’s share.

When ihe company invests or sells assets as a joint venture (the asset does nol constitute a
business, the same applies below), or purchases assets from the joint operation, before the assets are
sold to a third parly, the company only confirms rhat the rransaction has occurred the part of the
profit and loss that belongs to other parties that jointly operate. If any asset impairment loss that
meels the requirements of "Accounting Standards for Business Enterprises No. 8-Asset Impairment”,
etc., the company confirms the Joss in full for the case where the company invests or sells assets to
the joint operation; When the company purchases assets from a joint operation, the company

recognizes the loss according to the share assumed.
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