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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2021

(Al amounts in RMB unless otherwise stated)

Important Notes:
This report is prepared in Chinese and English. [n the event of any discrepancy between two versions,
the Chinese version shall prevail.

1 Company profile

Chongging Hechuan City Construction [nvestment {(Group) Co.. Ltd. (hereinafter referred to as “the
Company™), formerly known as Hechuan City Construction lnvestment Co., Lid., is a wholly
state-owned company established upon the approval by the People’s Government of Hechuan City of
Chongging with Hechuan Fu [2002] No. 46 Document. The unified social credit code of the Company
is 91500117742888133H. The legal representative ol the Company is Luo Zhongzheng.

1. Registration address, type of organization and headquarters address

Type ol organization of the Company: Limited liability company

Registration address: No. 99, Nanyuan East Road, Hechuan District, Chongaing

Headquarters address: No. 99. Nanyuan East Road. Hechuan District. Chongging

2, The nature of the business and the main business scope

Industry of the Company: Urban infrastructure construction industry.

The Company and its subsidiaries are mainly engaged in the infrastructure construction and saies of
goods, elc,

The infrastructure construction mainly includes: Land consolidation; Development, construction,
operation and management of projects of urban and rural infrastructure, agriculture, forestry, water
conscrvancy, water resources and other related industries; Railway, road, tunnel and bridge engineering
consiruction; Waler conservancy enginecring construction; Logistics infrastructure construction, ete.
The sales of goods mainly include: Electronic components; Retail of books. newspapers and
periodicals, wholesale and retail of bulk food: Sales of agriculural and sideline products; Sales of

cultural and educational supplies. etc.

3. The name ol the ultimate controller
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The ultimate controller of the Company is Chongging Hechuan District State-owned  Asscls

Management Center,

4. Authorizer and date of issuing the financial statements
The financial statements were authorized [lor issuance in accordance with the approval by the

Company on 26 April 2022.

As of 31 December 2021, there were 37 subsidiaries included in 1he scope of eonsolidation, and details
refer to Note VI “Equity in other cntities™. The scope of consolidation ol the Company in the
reporting period increased by 9 subsidiaries and decreased by 2 subsidiaries compared with the

previous year, and details refer to Note V11 “Changes in the scope of consolidation™.

[1 Basis of preparation for financial statements

1. Basis of preparation

According to the actual events and transactions, the financial statements for the Company have been
prepared on the basis of going concem and in accordance with the *Accounting Standards for Business
Enterprises - Basic Standards™ issued by the Ministry of Finance (issued by No. 33 Order from the
Ministty of Finance and revised by No. 76 Order from the Ministry of Finance), 41 specific accounting
standards, the guidelines for the application of enterprise accounting standards, the interpretation of
enterprise accounting standards and other relevant regulations promulgated and amended on and after
15 February 2006 (hereinafler collectively referred to as “Accounting Standards for Business
Enterprises™) and the following deseriptions.

According to the relevant provisions of the Accounting Standards for Business Enterprises, the
Company’s accounting is carried out on the acerual basis. Cxcept some financial instruments, the
financial statements are measured on the basis of historical cost. If the assel is impaired. the

corresponding impairment provision shall be made in accordance with the relevant regulations.

2. Going concern
The Company does not have any matters or circumstances that have significant doubts about the

Company's ability to continue as a going concern for 12 months from the end of the reporting period.
b= o =
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I1L Statement of compliance with the Aecounting Standards for Business Enterprises

The financial statements are in accordance with the requirements of the Accounting Standards lor
Business Enterprises, which have truly and completely presented the financial position of the
Company as at 31 December 2021, ils financial performance and cash flows for the year then ended,

and other relevant information.

1V Significant accounting policies and aceounting estimates

According to the characteristics of actual production and operation and the provisions of relevant
Accounting Standards for Business Enterprises, the Company has formulated a number of specific
accounting policies and accounting cstimates for revenue recognition and other transactions and events,
and details refer to Note 1V 25 “Revenue”. The details of the significant accounting judgments and
estimates made by the Management refer to Note 1V 31 ~Significant accounting judgments and
estimates™.

1. Accounting period

The accounting period of the Company is divided into annual period and interim period. Interim
accounting periad refers to the reporting period shorter than a complete accounting year. The
Company’s accounting year adopts the Gregorian calendar year which begins on 1 January and ends on

31 December every year.

2. Operating cyele
The normal operating cycle starts from the purchase of the assets used for processing lo the realization
of the cash and cash equivalents. The Company takes 12 months as an operaling cyele and uses it as

the standard for dividing the liquidity of assets and liabilities.

3. Functional currency
Renminbi (RMB) is the currency used in the main economic environment in which the Company
operates. The Company adopts RM13 as the functional cwrreney for accounting. The currency used by

the Company in preparing the financial statements is RMB.
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4, Business combination

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

(1) Business combination under common control

A business combination under common control is a business combination in which the enterprises
invalved in the combination are ultimately controlled by the same party or parties before and after the
combination, and the control is not temporary. For business combination under common control. the
party that obtains control over the other enterprises in the combination on the combination date is the
combining party, and the other enterprises in the combination are the combined party. Combination
date refers to the date on which the combining party obtains controt over the combined party.

The assets and liabilities that acquired by the combining party in a business combination shall be
measured at their book value in the combined party on the combination date. The difference between
the book value of net assets acquired by the combining party and the book value of the consideration
paid for the combination (or total face value of the shares issued) shall be adjusted to capital reserve
{share premium). If the capital reserve (share premium) is not sufTicient to absorly the difference, any
excess shall be adjusted against retained earnings.

The business combination costs that are directly attributable to the combination are recorded into the
current profit and loss when they occur.

(2) Business combination not under common control

A business combination not under common control means that the enterprises involved in the

combination are not ultimately controlled by the same party or partics before and alter the combination.

For business combination not under common control. the party thal obtains control over the other

enterprises in the combination on the acquisition date is the acquirer. and the other enterpriscs in the
combination are the acquirec. Acquisition date refers to the datc on which the acquirer obtains control
over the acquiree.

For business combination not under common control. the cost of business combination is the aggregate
of the {air value. on the acquisition date, of assets given, liabilities incurred or assumed. and equity
securities issued by the acquirer, in exchange for control of the acquiree. The audit fees. valuation and

consulting fees. legal service fees and other administrative expenses incurred in the business
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combination shall be recognized in the current profit or loss when they occur. Commissions and other
expenses incurred in the business combination for the issuance of equity or debt securities shall be
included in the initial recognition amounts of equity or debt securities. Any contingent eonsideration
involved shall be included in the combination cost according to its fair value on the acquisition date. It
there is new or further evidence on the existing situation on the acquisition date emerging within 12
months after the acquisition datc. the contingent consideration needs 1o be adjusted and the
combination goodwill shall be adjusted accordingly. The combination cost incurred by the acquirer and
the identifiable net assels obtained in the combination shall be measured at the fair value on the
acquisition date. The difference of the combination costs higher than the fair value of the identifiable
net assets obtained from the acquiree on the acquisition date shall be recognized as goodwill. If the
combination costs are lower than the fair value of the identiflable net assets obtained from the acquiree,
the acquirer shall review the measurement of the fair value of the identifiable assets. liabilities and
contingent liabilities acquired as well as the combination costs; and if the combination cost is still
lower than the Tair value of the identifiable net assets of the acquiree obtained in the combination after
the reviesw. the difTerence shall be recorded into the current profit and loss.

For the deductible temporary difference of the acquiree that is being acquired and is not recognized on
the acquisilion date because the conditions for recognizing deferred tax assets are not met, it shall be
recopnized as the relevant deferred tax assels when the following conditions are me1: (1) New or
further evidence is obtained within 12 months afier the acquisition date indicating that the relevant
situation on the acquisition date already exists; (2) The economic benefits brought by the deductible
temporary difference of the acquiree on the acquisition date are expected fo be realized. In the
meanwhile, the goodwill shall be reduced. If the goodwill is insufTicient to be offset, the difference
shall be recognized as the current profit and loss. In addition to the above situations, the deferred tax
assets related to the business combination that are recognized shall be recorded into the current profit
and loss,

For the business combination not under common ceontrol reatized step by step through multiple
transactions. it shall be delermined whether the multiple transactions are identified as “package deal”
in accordance with the “Notice on Issuing Interpretation of’ Accounting Standards for Enterprises No. 5
from the Ministry of Finance™ (Cai Kuai {2012] No. 19) and the judgement crileria of “package deal”

in the Article 51 of the “Acecounting Standards for Business Enterprises No, 33 - Consolidated
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Financial Statements™ (refers to Note IV 5 (2) “Preparation of consolidated financial statements™). 1T
the multiple transactions are identified as “package deal”. the accounting treatment relers to the
previous paragraphs of this part and Note [V 12 “Long-term equity investment™, 1f the multiple
(ransactions are not identified as “package deal”. accounting treatment shall be carried out differently
in individual and consolidated {inancial statements:

(@ In individual financial stalements, the sum of the book value of equity invesiment in the acquiree
held by the acquirer before the acquisition date and the increase in the cost ol equity investment shall
be recognized as the initial investment cost. I the equity investment in the acquirec before the
acquisition date involves the other comprehensive income, when disposing the investment, the other
comprehensive income related to the investment shall be accounted for on the same basis as that of the
acquiree’s direct disposal of the relevant assets or liabilities (i.c.. except the corresponding share in the
changes caused by the remeasurement of the net liabilities or net assets of the defined benefit plan by
the acquirce in accordance with the equity method, the rest shall be transferred into the current

investiment income).

@ 1n consolidated financial statements, equily investment in the acquiree held by the acquirer before
the acquisition date shall be revalued at fair value on the acquisition date, and the difference between
ihe fair value and the book value shall be recorded into the current investment income. [f equity
investment in the acquiree before the acquisition date involves other comprehensive income. the other
comprehensive income related to the investment shall be accounted for on the same basis as that of the

acquiree’s direct disposal of the relevant assets or liabilities,

5. Preparation of consolidated financial statements
(1) The scope of consolidated financial stalements

The scope of consolidated financial statements shall be determined based on control. Control exists
when the Company has all the following: power over the investee; exposure. or rights to variable
returns from its jnvolvement in the investee: and the ability to use its power over the investee 1o afleel
the amount of the investment returns. The scope of consolidation includes the Company and all
subsidiaries. A subsidiary is an entity that is controfled by the Company.

The Company will reassess the relevant elements of the above definition of control as a result of

changes in relevant facts and circumstances.
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(2) Preparation of conselidated financial statements

From the date of acquiring the subsidiary’s net assets and actual control of production and operation
decisions. the Company begins to include it in the scope of consolidation and exclude it from the scope
of consolidation from the date of loss of actual control, For the disposed subsidiaries, the operaling
results and cash flows before the disposal date have been appropriately included in the consolidated
income statement and consolidated statement of cash flows; for the subsidiaries disposed in the current
period, the opening balance of the consolidated balance sheet shall not be adjusted. The operating
results and cash flows of subsidiaries increased by business combinations not under conymon conlrol
after the acquisition date have been appropriately included in the consolidated income statement and
consolidated statement of cash Mows, and the opening balance and comparative amounts of the
consolicated financial statements shall not be adjusted. The operating results and cash flows of
subsidiaries increased by business combinations under common contro) from the beginning of the
current period of combination to the date of combination have been appropriately included in the
consolidated income statement and consolidated statement of cash flows, and the comparative amounts
of the consolidated financial statements shall be adjusted at the same time.

For any difference in accounting policies and accounting periods between the Company and its
subsidiaries, necessary adjustments shall be made based on accounting policies and periods of the
Company when consolidated lnancial statements are preparcd. Financial stalements of subsidiaries
acquired not under common control shall be adjusted based on the fair value of identifiable net assets
defined on the acquisition date.

All significant transaction balances, transactions and unrealized profits within the Group are offset in
the preparation of the consolidated financial statements,

The portion of a subsidiary’s equity and net profit and Joss that is not altributable to the Company are
treated as minority interests and presented separately under the equity item and nel profit item in the
consolidated financial statements. The portion of net profit or loss of subsidiaries for the period
attributable to minority interests shall be presented in the consolidated income statement below the net
profit fine item as minority interests. When the amount of loss for the current period attributable to the
minority sharcholders’ portion exceeds the opening balance of owners’ equily ol the subsidiary
attributable to the minority shareholders® portion, the excess shall be allocated against the minority

interests in the consolidated lnancial statements.
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When the Company loses econtrol over a former subsidiary due to disposal of partial equity investment
or other reasons, the remaining part of the equity investment shall be re-measured at fair value on the
date when the control over the investee is lost. The sum of consideration received from disposal of the
equity investment and the fair value of the remaining equity investiment, deducting the net assets
proportion of the former subsidiary calculated by original share percentage since the acquisition date
shall be recorded into the investment income for the period when losing comtrol. When the control is
lost, Lhe other comprehensive income related to the equity investment in former subsidiaries shall be
accounted for on ihe same basis as that ol the subsidiary™s direct disposal of the relevant assels or
liabilities. Subsequently, the remaining equity shall be measured in accordance with the “Accouniing
Standards for Busincss Enterprises No. 2 - Long-term Equity Investmen(™ or “Accounting Standards
for Business Enterprises No. 22 - Recognition and Measurement ol Financial Instruments™, and details
refer to Note 1V 12 “Long-term equity investment™ or Note 1V 9 “Financial instruments™.

Il the Company disposes the equity investment in subsidiaries step by step through multiple
transactions until losing the control. it is necessary 1o distinguish whether the transactions ol disposing
the equity investment in subsidiaries until losing the control is a package deal. When the parent
company disposes the equity investment of its subsidiary and the trade terms, conditions and economic
impact satisfy one or more of the following conditions. multiple transactions shall be accounted for as
a package deal: a) These deals are coneluded at the same time or under the conditions of considering
the impact on each other; b) These ransactions shall be bundled as a whole 10 achieve a complete
business result; ¢) The occurrence of a deal depends on at least one of the other transactions: d) A deal
is not econontically feasible on its own but becomes economically feasible when combined with other
deals. IT the (ransactions are not a package deal, the accounting treatment for each transaction shall be
carried oul in accordance with the above-mentioned accounting policies for “Partial disposal of
Jong-term equity investment in subsidiary without losing control over the subsidiary”™ (details refer to
Note 1V 12 “Long-term equity invesiment”) and “The loss of control of the subsidiary resulted from
the disposal of partial equity investment in subsidiary or other reasons™ {details refer to the previous
paragraph) respectively. When various transactions 1o dispose the equity investment of a subsidiary by
the parent company till losing control over the subsidiary are a package deal. they shail be accounted
for as one transaclion for disposal of the equity investment which resulls in the loss of control.

However. before the contro) is lost. the difference between cach disposal income and the
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corresponding share of net asseis of the subsidiary shalt be recognized into other comprehensive
income in the consolidated financial statement. and then the diflerence shall be transferred into the

current profit and Joss when the control is lost.

6. Classification of joint arrangement and accounting treatment for the joint operation

A joint arrangement is an arrangement in which two or more parties have joint control. Based on the
vights enjoyed and obligations assumed by the Company in the joint arrangement, the Company
classifies joint arrangements into joint operations and joint venturcs. A joint operation refers (o a joint
arrangement in which the Company enjoys the assels related to the arrangement and assumes the
liabilities related to the arrangement. A joint venre refers 1o a joint arrangement in which the
Company only has rights o the nel assets of the arrangemcnt.

The investment in the joint venture shall be measured under the cquity method in accordance with the
relevant accounting polices described in the Note IV 12 “Long-term equily invesiment™.

As a joint operator to the joint arrangement. the Company recognizes (a) ils solely-held assets and
solely-assumed liabilities. and its share of the jointly-held assets and jointly-assumed liabilities: (b) the
revenue from the sale of its share of the joint operation outputs: (c) its share of the revenue from the
sale of the joint operation ouwtputs: and (d) its solely-incurred expenscs and its share of expenses
incurred jointly.

When the Company enters a transaction with a joint operation as a joint operator, such as a sale or
contribution of assets (which does not constitute a business, the same below) or a purchase of assets,
the Company recognizes gains and losses resulting from such a transaction only to the extent of the
other parties* interests in the joint operation before the assets are sold fo a third party. 1f the assets
incurred any impairment losses in accordance with the regulations of “Accounting Standard for
Business Enterprises No. 8 - Asset Impairment”, the Company shall recognize the loss in full in case
that the Company contributes or sells the assets 10 the joint operation; and the Company shall
recognize the loss in proportion to its share in case that the Company purchases the assels from the

joint operation.

7. Recognition of cash and cash equivalents

‘'he Company’s cash includes cash on hand and deposits that can be readily drawn on demand; Cash
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equivalents include the short-term (normally matured within three months after purchase date) and
highly-liquid investments held by the Company which are readily convertible into known amounts of

cash. subject to an insignificant risk of fluctuation in value.

8. Forcign currency business and translation method for foreign currency financial statements

(1) Trauslation method for forcign currency transactions

The Company’s any foreign currency iransaction is converted into the reporting currency according to
the spot rate on the transaction date. However. the foreign currency exchange business or transactions
involving foreign currency exchange incurred in the Company shall be converted inlo the amount of
the Tunctional currency according to the exchange rate adopted.

(2) Translation method for foreign currency monetary items and loreign currency non-nionetary items
On balance sheet date. the monetary items denominated in foreign currencies are {ranslated at (he spot
exchange rates on the balance sheet date. Foreign exchange gains and losses arising from the
difference are recognized in the current profit and loss. except that: @ The exchange differences
arising from the special foreign currency borrowings related to the acquisition and construction of
asscls eligible for capitalization shall be treated in accordance with the principle of capitalization of
borrowing costs; @ The exchange difference arising from the changes in other book balances except
the amortized cost of the available-for-sale lorcign currency monetary items shall be included in other
comprehensive income.

Non-monetary items that are measured af historical cost in a foreign currency are translated using the
spot exchange rates on the transaction dates. Non-monelary items denominated in foreign currencies
that are stated at lair value are translated using the spol exchange rate on the date when the [air value is
determined. the difference between the amount of functional curvency alter translation and the original
amount of functional currency is (reated as part of change in fair value (including the change in
exchange rate) and recognized in the current profit and loss or other comprehensive income.

(3) Translations of financial statements in foreign currencies

The Company translates the financial statements ol ils foreign operation in accordance with the
following methods: The asset and liability items in the balance sheets shall be translated al a spot
exchange rate on the balance sheet date. Among the owners® equity items, except “retained earings™.

others shall be translated at the spot exchange rate at the time when they occur: The income and

o
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expense items in the income statements shall be translated at the spot exchange rate on the transaction
date; The opening balance of retained earnings for the current year shall be the closing balance of
retained earnings for the prior year alter the translation: The closing balance of retained earnings for
the current year shall be calculated and listed according to the ilems of profit distribution after the
transtation; The dilference between the asset items and the sum of the liability items and the owners’
equity items after the translation, as a transiation dilference in foreign currency financial statements,
shall be recognized as other comprehensive income. In case ol disposal of overseas operation and loss
of control, the translation difference in foreign currency financial statements listed in the owners’
equity items in the balance sheet, which is related to the overseas operation. shall be transferred into
the current profit and loss in full or in proportion to the disposal of the overseas operation.

Foreign currency cash flow and cash flow of overscas subsidiaries shalt be translated at the spot
exchange rate on the date of cash flow incurred. The impact of exchange rate changes on cash is used
as a reconciliation item and shall be separately presented in the slatement of cash flows.

The amount at the beginning of the year and the actual amount of the prior year shall be presented in
accordanee with the transtated amount of the financial statements for the prior year.

When disposing all the owners™ equity ol the Company’s overseas operation or losing, the contrel over
the overseas operation due to the disposal of part of the equity investment or other reasons. the
translation difference in foreign ewrency financial statements listed in the owners® equity items in the
balance sheet, which is attributable to the owners® equity of the parent company related to the overseas
operation, shall be transferred into the current profit and loss of disposal in full.

Wwhen the proportion of overseas operating interests is reduced but the control over the overseas
operation is not lost due to the disposal of part of equity investment or other rcasons, the {ranslation
difference of foreign currency financial statements related to the disposal part of overseas operation
shall be attributed to minority interests and shail not be transferred into the current profit and loss.
When disposing part of the equity of an overseas operation as an associale or joint venture, the
translation difference of foreign currency financial statements related to the overseas operation shall be
wransferred into the current profit and loss of disposal according to the disposal proportion of the
overscas operation,

If there is a foreign eurrency monetary item that substantially constitutes a net investment in overseas

operations. in the consolidated linancial statements. the exchange diffcrence arising from the change in
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the exchange rate shall be regarded as “Translation difference of foreign currency financial statements”
{o be recognized as other comprehensive income; when disposing of overseas operations, it shall be

recorded into the current profit and loss of disposal.

9. Financial instruments

The Company recognizes a {inancial asset or [inancial liability on its balance sheet when the Company
ecomes a contractual party of financial instrument.

{1) Classification, recognition and measurement of financial assets

According to the business model of financial assels managed by the Company and the contractual cash
Now characteristics of financial assets, the financial assets of the Company are classificd into financial
assets measured at amortized cost, and financial assets at fair value through other comprehensive
income and financial assets at fair value through profit or loss.

Financial assets are measured at fair value at the time of initial recognition. For financial assets at fair
value through profit or loss. the relevant transaction costs are directly included in the current profit and
loss, and the refevant transaction cosis of other categories of financial asscls are included in their initial
recognition amount. For accounts receivable or notes receivable arising from the sale of goods or the
rendering of services do not contain or consider significant financing components. the amount of
consideration expected to be entitled to receive shall be treated as the initial recognition amount.

i. Financial assets measured at amortized cost

The business model of the Company's Management of financial assets is to collect contractual cash
flows, and the contractual cash {low characteristics of this kind of I.'manciai asscis are consistent with
the basic lending arrangement, that is, the cash flow generated on a specific date is only the payment of
the principal and the interest based on the outstanding principal amount. For such financial assets. the
Company shall use the effective interest rate method 1o carry out subsequent measurement according to
the amortized cost, and the gains or losses arising from amortization or impairment shall be included in
the current profit and loss,

i, Financial assets at fair value through other comprehensive income

The business model of the Company’s Management ol tinancial assets is to collect contractual cash
Nows and sell of financial assets, and the contractual cash flow characteristics of this kind of financial

assels are consistent with the basic lending arrangement. Such financial assets are measured at fair
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value by the Company and their changes in fair value are included in other comprehensive income. but
impairment losses or gains., exchange gains and losses and interest income calcufated according to the
effective interest rate method shall be included in the current profit and loss.

In addition, some non-tradable equity instrument investinents are designated as financial assets at fair
value through other comprehensive income by the Company. The Company shall record the relevant
dividend income of such financial assets into the current profit and loss, and the changes of fair value
into other comprehensive income. When the financial asset is derecognized, the acewmulated gains or
losses previously included in other comprehensive income will be transferred from other
comprehensive income (o retained earnings which shall not be included in the current profit and loss.
iii. Financial assets at fair value through profit or loss

Except the above financial asscis measured at amortized cost and inancial assets at fair value through
other comprehensive income, other financial assets are classilied as financial assets at fair value
through profit or loss. In addition. at initial recognition. in order Lo climinate or significantly reduce
accounting mismatches, some financial assets are designated as financial assets at [air value through
profit or foss. For such financial assets, fair value shall be used for subsequent 111easu.remem. and all
changes in fair value shall be included in the current profit and loss.

(2) Classification. recognition and measurement of financial liabilities

The Company’s financial liabilities are classified as financial liabilities at fair value through profit or
joss and other financial liabilities when they are initially recognized. For financial [iabilities at fair
value through profit or loss, relevant ransaction costs are directly recorded into the current profit and
loss. For the other financial Habilities. relevant transaction costs are included in the initial recognition
amounts.

i, Financial liabilities at [air value through profit or loss

Financial liabilities at fair value through profit or loss include trading financial liabilities {(including
derivatives belonging to the financial fiabilities) and financial liabilities designated by the Company as
measured at fair value through profit or loss for the initial recognition.

"l"rading finaneial Tiabitities (including derivatives belonging to the financial liabilities) shall be
subsequently measured at fair value, and except related to the hedge accounting, the gains or losses
arising from changes in [air value of derivatives arc directly included in the current profit and loss.

For financial liabilities designated to be measured at fair value through profit or loss, the elanges in
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fair value caused by changes in credil risk of companies are included in other comprehensive income.
When such financial Nabilities are derecognized. the accumulated changes in fair value caused by
changes in credit risk of companies are transferred to retained earnings. Other changes in fair value are
included in the current profit and loss. I the treatment of effects of changes in the financial labilities’
own credit risks in the above manner causes or expands the accounting mismatch in the profit or loss.
the Company shall record all the gains or losses of such financial liabilities (including the impact
amount of the change in the credit risk of the enterprise itself) inio the current profit and loss.

ii. Other financial liabilities

Except the financial liabilities formed by the transfer of financial assets that do not meet the conditions
for derecognition or continue to be involved in the transferred financial assets and financing guarantce
contracts. other linancial liabilitics are classified as financial liabilities measured at amorlized cost
which shall be subsequently measured at amortized cost, and the gains or losses arising from
derecognition or amorlization shall be included in the current profit and loss.

(3) Determination and measurement of transfer of financial assels

The Company derecognizes financial assets when it meets one of the following conditions:

() "The contractual right to receive the cash flow ol the financial asset is terminated,;

@ The financial asset has been transferred and almost all the risks and rewards of the ownership of
the linancial asset have been transferred to the transferce: and

@ The financial asset has been transferred. Although the enlerprise has neither transferred nor
retained almost all the risks and rewards ol the ownership of the financial asset. it has given up the
control over the financial asset.

If the Company has neither transferred nor retained almost all risks and rewards of the ownership of
the financial assets. and the Company has not given up the control over the financial assets. the
relevant financial assets shall be recognized according to the degree of continuous involvement in the
transferred Minancial assets, and the relevant liabilities shail be recognized accordingly. The degree of
continuous involvement in the transferred financial assets refers to the risk level faced by the enterprise
due to the change ol the value ol the linancial assets.

If the overall transfer of financial assets meets (the conditions for derecognition. the difference between
(he book value of the transferred financial assets and the sum of the consideration received due to the

iransfer and the accumutated changes in fair value originally included in other comprehensive income
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shall be inctuded in the current profit and loss.

I the partial transfer of financial assels meets the conditions for derecognition, the book value of the
transferred financial assets shall be apportioned aceording o its relative fair value between the
derecognized part and the non-derecognized part. and the difference between the aforesaid book value
apportioned and the sum of the consideration received due to the transfer and the accumulated changes
in fair value originally included in other comprehensive income that should be apportioned o the
derecognized part shall be included in the current profit and loss,

The Company necds to determine whether almost all risks and rewards on the ownership of the
financial assets have been transferred when it sells the {inancial assets with recourse or transfers the
financial assets held by endorsement. 1f almost all the risks and rewards in the ownership of the
financial assct have been transferred to the transferee, the financial asset shall be derecognized: if
almost all the risks and rewards in the ownership of the linancial asset have been retained. the financial
asset shall not be derecognized: if almost all the risks and rewards in the ownership of the financial
asset have not been transferred nor retained, it shall continue to judge whether the enterprise retains the
control of the asset and the accounting treatment shall be performed in accardance with the principles
described in the preceding paragraphs,

(4) Derecognition of [inancial liabilities

Only when the prevailing obligations of a financial Tiability are relieved in all or in pat, the
recognition of the financial liability can be terminated in alt or partly, Where the Company enters into
an agreement with a creditor so as to substitute the existing financial liabilities by assuming a new
financial liability, and il the contractual stipulations regarding the new financial liability is
subsla:ﬁially different from that of the existing financial liability, it shall terminate the recoghition of
the existing financial liability and recognize the new financial liability at the same time.

Where the recognition of a financial liability is totally or partially terminated. the Company shall
record the dilfercnce between the book value which has been terminaled from recognition and the
consideration which has been paid (including the non-cash asset which has been transferred out and the
new financial liability which has been assumed) into the current profitand loss,

(5) Offsetting of financial assets and financial liabitities

When the Company has legal rights to offset the recognized financial assets and linancial liahilities,

and this kind of lega! rights is currently executable, and the Company plans to settle in net amount, or
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realize the financial assets and scttle the financial liabilities at the same time. financial assets and
financial liabilities are presented in the balance sheet at the amount alter offsetting each other,
Otherwise. financial assets and financial liabilities are presented separately in the balance sheet, not
offsetting each other,

(6) Methods for determining the fair value of financial assets and financial liabilities

Fair value is the price that would be received for the sale of an assel ot paid to transler a liability in an
orderly transaction between market participants on the measurement date. |1 there is an active market
for a financial instrument, the Company uses the quoted price in the active market to determine its fair
value. The quoted price in the active market refers to the price that can be easily” obtained from
exchanges, brokers, indusiry associations, pricing service agencics, efe. on a regular basis. and
represents the price of market transactions that oceur in fair transactions. If there is no active market
for a financial instrument. the Company uses valuation techniques to determine iss fair value.
Vatuation techniques include reference to the prices used in recent market transactions by partics
familiar with the situation and voluntary transactions. reference to the current fair vatue of other
financial instruments that are substantially the same. discounted cash flow method, and option pricing
models. ete. At the time of valuation. the Company adopts valuation techniques that are applicable
under the eurrent circumstances and are supported by sulficient available dala and other information,
selects input values consistent with the characteristics of the assets or liabilities considered by market
participants in the transactions of relevant assets or liabilities. and uses refevant observable input
values as much as possible. When the relevant observabie input value cannot be obtained or is not
feasible 1o be obtained, the non-input value shall be used.

(7) Equity instrument

Equity instruments refer to contracts that can prove the remaining equity of the Company’s assets afler
deducting all liabilities. The Company’s issuance (including refinancing), repurchases, sale or
canceliation of equity instruments shall be treated as changes in equity. Transaction costs related Lo
equity transactions are deducted from equity. The Company does not yecognize changes in fair value
of equity instruments.

The distribution of dividends (including the “Interests” generated by the instruments classified as
equity instruments) during the period of existence of the Company’s equity instruments shall be treated

as profit distribution.
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10, Impairment of financial assels

The financial assets that the Company needs to recognize the impairment loss are financial assets
measured at amortized cost, debt instrument investments measured at [lair value through other
comprehensive income, and lease receivables. mainly including notes receivable, accounts reccivable,
receivables financing, other receivables, debt investments, other debt investments, long-lerm
receivables, etc. In addition, for some financing guarantec contracts, the provision for impairment and
the recognition of credit impairment loss are also made according to the accounting policies mentioned
in this section.

{1} The recognition method of impairment provision

Based on the expected credit loss, the Company accrues the impairment provision and recognizes the
credit impairment loss according to the applicable expected credit loss measurenent method (general
method or simplified method) for each of the above items.

Credit loss refers to the difference between all eontractual cash flows receivable and all cash flows
expected 1o be coltected which are both discounted by the Company at the original effective interest
rate, that is, the present value of all cash shortages. Among them, for the financial assets purchased or
generated by the Company with credit impairment. they shall be discounted according to the effective
interest rate adjusted by credit.

The general method for the measurement of expected credit loss refers to the Company’s assessment
on each balance sheet date of whether the credit risk of financial assets (ineluding other applicable
items such as contract assets, the same below}) has increased significantly since the initial recognition.
If the credil risk has increased significantly since the initial recognition, the Company measures the
loss provision based on the amount equivalent to the expecled credit loss during the entire duration, 1F
the credit risk has not increased significantly since the initial recognition, the Company measures the
loss provision based on the amount equivalent 1o the expected credit loss within the next [2 months.
When assessing the expected credit loss. the Company considers reasonable and reliable information
including forward-looking information.

For the financial instrument with lower credit risk on the balance sheet date. the Company assumes
thal its credit risk has not increased significantly since the initial recognition. and chooses to meastre

the loss provision based on the expected credit loss within the next 12 maonths.
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(2) Criteria for judging whether credil risk has increased significantly since the initial recognition

If the default probability of a financial asset in the expected duration determined on 1he balance sheet
date is significantly higher than that in the expecled duration determined at the initial recognition. it
indicates that the Mnancial asset’s credit risk has increased significantly, Except special circumstances,
the Company adopts the change in default risk that occurs within the next 12 months as a reasonable
estimate ol the change in default risk that occurs in the whole duration to determine whether the credit
risk has increased signilicantly since the initial recognition.

(3) Portfolio method lor assessing expected credit risk based on partfolio

The Company separately evaluates credit risk for financial assets with significantly different credit
risks. such as: receivables from rclated parties; receivables in dispute with the other party or involving
litigation and arbitration; receivables with obvious signs indicating that the debtor is likely to be unable
ta fulfill the repayment obligation, etc.

Exeept the financial assets that individually evaluate eredit risk. the Company divides financial assets
into dilferent groups based on common risk characteristics and assesses the credit risk on a portlolio
basis.

(4) Accounting treatment for impairment of linancial assets

At the end of the reporting period. the Company calculates the estimated credit loss ol various
financial assets. If the ostimated credit loss is greater than the current book value of the impairment
provision. the difference shall be recognized as an impairment loss; il it is less than the current book
value of the impairment provision, the difference shall be recognized as an impairment gain.

(5) Methods for determining credit losses of various financial assets

1) Notes receivable

The Company measures the loss provision based on the amount equivalent to the expecied credit loss
amount within the entire duration for notes receivable. Notes receivable are divided into difierent

portfolios based on their credit risk characteristics:

ltem Basis for determining portfolio

Bank acceptance bills The accepior is a bank with lower credit risk.

2) Accounts receivable and contract assels
For accounts receivable without significant financing components, the Company measures the loss

provision based on the amount equivalent to the expected credit loss amount within the entire duration.
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For accounts receivable, contract assets and leases receivable with significant financing components,
based on whether their credit risks have increased significantly since the initial recognition, the
Company adopts the amount equivalent to the expected credit Toss within the next 12 menths ar the
entire duration to measure the impairment loss.

Except accounts receivable with individual credit risk assessment, others are divided into different

portfolios based on their credit risk characteristics:

Item Basis for determining pottfolio

Accounts receivable:
Aging porlfolio The portiolio takes the aging of receivables as the credit risk characteristic

L.ow-risk portfolio Receivables from government units and related parties

3) Other receivables

Based on whether the credit risk of other receivables has increased signilicantly since the initial
recognition. the Company adopts the amount equivalent to the expected credit loss within the next 12
months or the entire duration to measure the impairment loss,

Except other receivables with individual eredit risk assessment. others are divided into different

portfolios based on their credit risk characteristics:

Item Basis lor determining portlolio

Aging portfolio The portlolio lakes the aging of receivables as the eredil visk characteristic

Receivables from government units and related parties, deposits and petty

Low-risk portlolio
cash

4) Debt investment

Debt investment mainly accounts for bond investment measured at amortized cost. Based on whether
the credit risk of other receivables has increased significantly since the initial recognition, the
Company adopts the amount equivalent 1o the expected credit loss within the next 12 months or the
entire duration to measure the impairment loss.

Except debt investments with individual credit risk assessment. others arc divided into difterent

portfolios based on their eredit risk characteristics:

ltem Basis for determining portfolio

Apging portfolio The portfolio takes the aging as the credit risk characteristic

5) Long-term receivables
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For long-term rcceivables without significant financing components formed by transactions regulated
by the “Accounting Standards for Business Enterprises No. 14 - Revenue™, the Company measures the
loss provision based on the amount equivalent to the expected credit loss amount within the entire
duration.

For receivables for which the simplified treatment method is not applicable or for which the simplified
treatment method is not selected. based on whether the credit risk of other receivables has increased
significantly since the initial recognition, the Company adopts the amounl equivalent to the expected
credit loss within the next 12 months or the entire duration to measure the impairment loss.

Except long-term receivables with individual credit risk assessment, others are divided into different

portfolios based on their credit risk characteristics:

ftem Basis for determining portfolio
Aging portfolio The portfolio takes the aging as the credit risk characteristic

11, Inventory

(1) Classification of inventory

The Company’s inventories include raw malterials, goods in stock. work in process-outsourced.
development costs. land consolidalion costs. revolving materials and consumptive biological assets,
ete.

(2) Pricing method for inventorics acquircd and delivered

Inventories are priced at actual cost at the time of acquisition. and the cost of inventories ineludes
purchase costs, conversion costs and other costs. The pricing of inventories used and delivered is
determined by the weighted average method. The land development of the Company is rectified into
pieces. and the initial measurement is carried out according to the cost. When the carry-over is carried
out. the land cost is determined according to the weighted average cost measured by the retevant land
compensation standard of the current year.

(3) Determination of net realizable value and method of provision for impairment of inventories

The net realizable value refers to the amount of the estimated selling price of the inventory minus the
estimated cost to be incurred at the time of completion. the estimated selling expenses and the relevant
taxes in daily activities. When determining the net realizable value of the inventory. it shall be based

on the conclusive evidence obtained. taking into account the purpose of holding the inventory and the

e
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impact of events afler the balance shect date.

On the balance sheet date, the inventory is measuved at the lower of cost and net realizable value.
When the net realizable value is lower than the cost, the impairment provision on the inventory shall
be made. The impairment provision on the inventory is usually made according 1o the difference
between the cost of a single inventory item and its net realizable value,

After making the impairment provision on the inventory. if the faclors that previously written down the
value of the inventory have disappeared, resulting in the net realizable value of inventory higher than
its book value, it shall be reversed within the amount of the original impairment provision on the
inventory, and the reversed amount shali be included in the current profit and loss.

(4) The Company adopts the perpetual inventory sysient for its inventory taking.

(5) Amortization method for low-value consumables and packages

Low-value consumables and packages are amortized by the one-off amortization method according to

the actual situation when they are used.

12, Long-term equily investment

Long-term equity investment refers to the long-term equity investment that the Company has control.
joint control or significant influence on the invesiee. The long-term equity invesiment that the
Company does not have control, joint control or significant influence on the investee shail be
accounted for as a financial asset at fair value through profit or loss. I it is non trading, the Company
can choose to designate it as a financial asset at fair value through other eomprehensive income at the
initial recognition. The details of its accounting policy refer to Note 1V 9 “Financial instruments™.
Joint control is the contraetually agreed sharing of control of an arrangement, which exists only when
decisions about the relevant activities vequire the unanimous consent of the parties sharing control.
Significant influence is the power to participate in the financial and operating policy decisions of the
investee but is not control or joint control of those policies.

(1) Initial measurcment

I the long-term equity investment is abtained in business combination under common control. the
initial cost of the investment is the book value of the share of the acquiree’s equity in the consolidated
financial statements of the ultimate controller at the acquisition date. The difference between cash paid.

the book value of the non-monetary assel exchanged and the acquiree’s liabilities assumed and the
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initial cost of the long-ferm equity investment should be adjusted to capital reserve. 1f the capital
reserve is not sufficient for adjustment, retained earnings are adjusted respectively. I the acquirer
issues cquity securities as consideration. the initial cost is the book value of the share of the acquiree’s
equity in the consolidated financial statements of the ultimate controller at the acquisition date.
Amount of share capital equal to the face value of the shares issued. The difference between initial cost
of the long-term equity investment and the faee value of shares issued shall be adjusted to capital
reserve. 1f the capital reserve is not sufficient for adjustment, retained earnings arc adjusted
respectively. 11 the equity of the acquiree under common control is acquired step by step through
multiple transactions, and the business combination under common control is ultimately formed, it
shall be handled separately whether it is the “package deal™ if it is the "package deal”. each
transaction shall be accounted for as a transaction obtaining the control; if it is not the “package deal”,
the share of the book value of the acquiree’s cquity in the consolidated (inancial stalements of the
ultimate controller on the date of combination shall be taken as the initial investment cost of the
long-term equity investment. The difTerence between the initial investment cost of the tong-term equity
investment and the sum of the book value of the long-term equity investment before the combination
plus the book vatue of the newly paid consideration for the shares on the combination date shall be
adjusted to the capital reserve; if the capital reserve is insufficient to offset. the retained earnings shall
be adjusted. For the equity invesiment held before the combination date. other comprehensive income
accounted under equity method or recognized [rom available-for-sale financial assets shall not be
accounted for temporarily.

For the long-term equity investment obtained from the business combination not under comimon
control, the initial investment cost of the long-term equity investment shall be the combination cost on
the acquisition date. The combination cost includes the sum of the assets paid by the acquirer. the
Niabilities incurred or undertaken, and the fair value of the issued cquity securities. If the equity of the
acquiree is acquired step by step through multiple transactions. and the business combination not under
common control is ultimately formed, it shall be handled separately whether it is the “package deal™s il
it is the “package deal”, each transaction shatl be accounted as a transaction obtaining the control if it
is not the “package deal™. the sum of the book value of the equity investment originally held by the
acquirec plus the newly increased investment cost shall be taken as the initial investment cost of the

long-term equity investment measured at cost. I the originally held cquity is accounted lor under
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equity method, the relevant other comprehensive income shall not be accounted lor temporarily. 1f the
originally held equity investment is an available-for-sale financial asset, the difference between its fair
value and book value, as well as the accumulated changes in fair value originally included in other
comprehensive income, shall be transferred into the current profit and loss,

The business combination costs that are direetly attributable to the combination, such as audit fees.
valuation fees, legal service lees and other administrative expenses are recognized in the current profit
and loss when they occur,

For long-term equity investment obtained in any method other than business combination, other equity
investment shall be initially measured at cost. The cost shall be determined respectively aceording to
the actual cash purchase price paid by the Company. the fair value of equity securities issued by the
Company, the vafue agreed in the investment contract or agreement, the fair value or original book
value of assets exchanged in the exchange transaction of nan-monetary assets, and the fair value of the
long-term equily investiment. etc, based on the different ways of obtaining the long-term equity
invesiment., LExpenses, taxes and other necessary expenses directly related to the acquisition of
long-term equity invesiment are alse included in the investment cost. I1f the additional investiment can
have a significant influence on the investee or implement joint contral but does not constitine control.
the cost of long-term equity investment shall be the sum of the fair value of (he original equity
investinent determined in accordance with the “Accounting Standards for Business Enterprises No, 22
- Recognition and Measurement of Financial Instruments”™ plus the cost of newly increased investment.
(2) Subsequent measuiement

The equity method is used when the Company has joint control (excluding the joint operation) or
significant influence over ihe investee enterprise. The cost method is used when the Company has
control over the investee.

a) Long-term equity investment under cost method

The long-term equity investment under cost method shali be priced in accordance with the initial
investment cost, Additional investment or recovered investment shall be adjusted to the cost of
long-term equity investment, Unless the price or consideration actually paid of obtaining the
investment includes eash dividends or profits that are declared but nol yet paid, the current investment
income shall be recognized according Lo the cash dividends or profils declared and paid by the investee

by Long-term equity investment under equity methed
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For the long-term equity investment under equity method, when the initial cost ol fong-term equity
investmenlts exceeds the Company's interest in the fair vatue ol identifiable net assets of the investee,
the initial cost of the long-term equily investment shall not be adjusted: when the initial cost of
Jong-lerm equity investments is less than the share of the fair value of identifiable net assets of the
investee, the difference is recorded into the current profit and loss and the cost of the long-term equity
investment shall be adjusted at the same time,

When the equity method is adopted for accounting, the investment income and other comprehensive
income shall be recognized respectively according to the share of the net profit and loss and other
comprehensive income realized by the investee that should be enjoyed or shared, and the book value of
long-term equity investment shali be adjusted at the same time. The book value of long-term cquity
investment shall be reduced accordingly according to the profit or cash dividend declared to be
distributed by the investee, For other changes in the owners® equity of the investee other than net profit
and loss. other comprehensive income and profit distribution. the book value of the long-term equity
investment shall be adjusted accordingly and recorded into capital reserve. When confirming the share
of the net profit and loss of the investee, the net profit of the invesiee shall be recognized after the
adjustment based on the fair value of all identifiable assets of the invesice at the time of investment.
When the accounting policies adopted by the invesiee are different from those adopted by the
Company, the financial statements of the investee shall be adjusted, and the investment income and
other comprehensive income shall be recognized according to the Company’s accounting policics, For
transactions between the Company, associates and joint ventures, if the assets invested or sold do not
constitute a business, the unrealized internal transaction profit and loss shall be of¥fset according to the
proportion attributable to the Company. and the investment profit and loss shall be recognized
aceordingly. However, if' the umealized internal wansaction losses between the Company and the
investee is classified as impairment loss of translerred assets, the loss shall not be offset. If the assets
invested by the Company 1o a joint veniure or an associate constitute a business, and the investor
obtains fong-term equity investment but does nol obtain the control right, the fair value of the invested
business shall be taken as the initial investment cost of the new long-term equity investiment, and the
difference between the initial investment cost and the book value of the invested business shall be
included in the current profit and loss in full. If the assets sold by the Company (o a joinl venture or an

associate constitute a business, the difference between the consideration obtained and the book value
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of the business shall be included in the current profit and loss in full. 1f the assets purchased by the
Company [rom joint ventures or associates constitute a business, the accounting trcatment shall be
carried out in accordance with the “Accounting Standards for Business Enterprises No. 20 - Business
Combination”, and the gains or Iosées related to the transaction shall be recognized in full.

The net loss incurred by the investee shall be recognized based on the book value of the Tong-term
investment and other investments cssentially constituting the long-term equity of the investee till the
book value is reduced to zero. In addition, if the Company has the obligation to undertake extra losses
for the investee, it should recognize the acerued liabilitics according to the cxpected obligations and
record them in the eurrent investment loss. Once the investee realizes nel profit in the subsequent
period, the Company starls recognizing its share of profils after the share of previously unrealized
losses has been recovered.

¢) Purchase of minorily interests

In the preparation of consolidated financial statements. ihe difference between the newly increased
long-term cquity investment which is due to the purchase of minority equity and the share of net assels
of the subsidiary calculated continuously from the acquisition date (or combination datc) according 1o
the newly increased shareholding ratio shall be adjusted to the capital reserve. 17 the capital reserve is
insufficient to offset. the retained carnings shall be adjusted.

d) Disposal of long-terin equily investment

in the consolidated financial statemerts, the parent company disposes parl of the long-lerm equity
investment in the subsidiary without losing the control, and the difference between the disposal price
and the amount of long-term equity investment in relation to its share of net asset in the subsidiary
shall be included in the owners’ equity; i the parent company disposes pait of the long-term equity
investment in the subsidiary, resulting in the loss of the control, it shall be treated in accordance with
the relevant accounting policies described in Note 1V 5 (2} “Preparation of consolidated financial
stalements’,

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

For long-term equity investment measured under equity method, if the remaining equity after disposal

is still measured under equity method, the other comprehensive income originaily included in the

37

~F-183-



owners’ equity shall be accounted on the same basis as the investee’s direct disposal of relevant assets
or ljabilities according to the corresponding proportion. The owners’ equity recognized due to changes
in the owners® equity of the investee other than net profit and loss, other comprehensive income and
profit distribution shall be carried forward to the current profit and loss in proportion.

For Jong-lerm equity investment measured under cosl method, il the remaining equity is still measured
under cost method after disposal. the other comprehensive income recognized by cquily method or
determined from the recognition and mcasurement standard of linancial instrument before oblaining
{he control over the investee shall be accounted on the same basis as the investee’s direct disposal of
relevant assets or liabilities, and shall be carried forward to the current profit and loss in proportion:
The owners’ equily recognized due to changes in the owners® equity of the investee other than net
prolit and loss, other comprehensive income and profit distribution under equity method shall be
carried forward to the current profit and loss in proportion.

It the Company losses control in a subsidiary due to partial disposal of equity investment but can still
excrcise joint control or exert significant influence on the invesiee. the measurement of long-term
equity investment shall be changed from the cost method to the equity method in an individual
financial statements, and the remaining equity shall be decmed to be adjusted by equity method when
it is acquired. Il the remaining equity after disposal cannot exercise joint control or exert significant
influence on the investee, it shall be accounted according to the relevant provisions of recognition and
measurement standards of financial instruments, and the difference between the fair value and book
value on the date of loss of control shall be included in the current profit and loss. Before the Company
obtainis the control over the investee. the other comprehensive income recognized by equity method or
determined from the recognition and measurement standard of financial instrument shail be accounted
on the same basis as the investee’s direct disposal of relevant assets or liabilities when the control over
(he investee is lost. The owners® equity recognized due to changes in the owners’ equity of the inveslee
other than net profit and loss, other comprehensive income and profit distribution shall be earried
forward 1o the current prafit and loss when the control over the investce is lost. Among them. if the
remaining equity afier disposal is accounted by equity method. other comprehensive income and other
owners’ equity shall be carried forward in proportion: i the remaining equity alter disposal is changed
(0 be accounted according to the recognition and measurement standards of financial instruments. the

other comprehensive income and othey owners’ equity shall be carried forward in full.
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If the Company loses joint control or significant influence on the investee due 1o the disposal of part of
equity investment, the remaining equity after disposal shall be accounted according to the recognition
and measurement standards of financial instruments. and the difTerence between the fair value and
book value on the date of losing joint control or significant influence shall be included in the current
profit and loss. Other comprehensive income of the original cquity investment recognized by the
equity method shall be accounted on the same basis as the investee’s direet disposal of relevani assets
or liabilities when the equity method is ceased to be used. The owners® equity recopnized by the
investee due to changes in the owners' equity other than et profit and loss. other comprehensive
income and profit distribution shall be fully transferred into the current investment income when the
equity method is ceased to be used.

The Company disposes the equity investment in subsidiaries step by step through multiple transactions
until the control is lost. If the above transactions are a package deal, each transaetion shall be treated as
a transaction 1o dispose the equity invesiment in subsidiaries and lose the control for accounting
wreatment. Belore the loss of contrel, the difTerence between the price of each disposal and the book
value of the long-term equity investment corresponding to the disposed equity shall be first recognized
as other comprehensive income, and then transferred to the current profit and loss when the control is

losl.

13. Invesiment properly

Investment properly refers to the properties held for generating rent and/or capital appreciation or both,
including: a) A Tand use right that is leased out; b} A tand use right held and ready to transfer afier
appreciation: ©) A building that is leased out. In addition, for the vacant buildings held by the
Company for operating lease. if the Board of Dircetors (or a similar institution) makes a writlen
resolution 1o clearly indicate that they will be used for operating lease and the intention 1o hold will not
change in the short term, they are also listed as investment property.

The initial measurement of the investment property shall be made at its cost. The subsequent
expenditures related 1o the investment propesty shall be recognized as the cost when the following
conditions are satisfied: a) 1t is probable that future economic benefits associated with the assets will
flow into the Company; b) The cost of the assets can be measured reliably. Othenrwise, they shall be

recorded into the current profit and loss when they occur.
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The Company shall use the cost model for subsequent imeasurement of the investment property. which
shall be depreciated or amortized in the same way as houses and buildings or land use rights.

Details of the impairment test method and impairment provision method for investment property refer
to Note 1V 20 “lmpairment of fong-term assets™.

When the self-use property or inventory is converied to the investment properly or investment property
is converted 1o sell-use property. the book value before the conversion shall be used as the entry value
after the conversion.

When the investment property is disposed, or is permanently withdrawn from use. and it is expected
that no cconomie benefits can be obtained from its disposal. the recognition of the investment property
shall be terminated. The disposal income from the sale, transfer, scrap or damage of the investment
property shall be included in the current profit and loss aller deducting its book value and relevant

taxes and surcharges.

14, Fixed assets

(1) Recognition condilions of fixed assels

Fixed assets are tangible assets that are held for use in the production or supply of goads or services,
for rental to others or for administrative purposes with useful life more than one year. A fixed asscl
shall be initially recognized at cost when the lollowing conditions are satisfied: a) It is probable that
future ceonomic benefits associated with the assets will flow into the Company; b) The cost of the
assets can be measured reliably. Fixed assets are initially measured at cost and considering the impact
of estimated abandonment costs.

(2) Depreciation method for fixed assets

The fixed assets shall be depreciated by using the straight-line method within the useful life from the
next month when the fixed assets reach the expected usable state. The uselul life. estimated net

residual value and annual depreciation rate of fixed asscts are as follows:

epiath ; Annual
i . Depreciation Residual A
Category Depreciation method v o depreciation rate
= year (Year) | value raie (%) °
(%o}
House and building Straight-line method 20-50 0-5 1.90-5.00
Machinery equipment Straight-tine method 5-10 0-5 9.50-20.00
Transportation Straight-line method 4-10 0-5 9.50-25.00
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. . Annual
] e Depreciation Residual S
Catepory Depreciation method . . e depreciation rate
year (Year) | value rate (%) %)
Office equipment Straight-line method 3-5 0-3 19.00-33.33

The estimated net residual value refers to the amount obtained by the Company from the disposal of
the fixed asscts aller dedueting the estimated disposal expenses, assuming that the expected useful life
of the fixed assets has been completed and is in the expected state at the end of the useful life.

(3) Impairment test method and impairment provision method for fixed assets

Details of the impairment test method and impairment provision method for fixed assets refer 1o Nole
1V 20 “Impairment of long-ferm assets”.

(4) Other information

Subsequent expenditure relating to a fixed asset. if the economic benefits related to the fixed asset are
probable to flow in and their costs can be reliably measured, shall be ineluded in the cost of the lixed
asset and the book value of the replaced part shail be derccognized. Other subsequent expenditures
shal) be included in the current profit and loss when they oceur.

When a fixed assel is in a disposal state or it is expeeted Lo produce no economic benefits through use
or disposal. the recognition of the fixed asset shall be terminated. The difference of the disposal
income from the sale. transfer, scrap or damage of fixed assets afler deducting the book value and
relevant taxes shall be included in the eurrent profit and loss.

The Company reviews the useful life. cstimated residual value and depreciation method of a fixed
assct at the end of each financial year. If there are changes in useful life, estimated residual value and

depreciation method, they shall be (reated as changes in accounting eslimates.

I3, Construction in progress

Construction in progress is recorded al aciual costs incurred which include all project expenditures
incurred during the eonstruction period, capitalized borrowing costs before Lhe project reaches the
expected usable status and other related costs, etc. The Company transfers construction in progress to
fixed assets when the project reaches the expected usable status.

Details of the impairment test method and impairment provision method for eonstruction in progress

refer to Note [V 20 “Impairment of long-term assets”.
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16. Borrowing costs

Borrowing costs include interest on borrowings, amortization of discounts or premiums, auxiliary costs
and exchange differences arising from foreign currency borrowings, etc. When the borrowing costs
incurred by the Company can be directly attributable to the acquisition and construction or production
of assets which are eligible for capitalization, it shall be capitalized and recorded into the costs of
relevant assets when the following requirements are simultaneously met: a) The assel disbursements
have already incutred; b) The borrowing costs have already incurred; ¢y The acquisition and
construction or production activities which are necessary 1o prepare the asset for its intended use or
sale have already started. When the qualified asset under acquisition and construetion or production is
ready for the intended use or sale, the capitalization of the borrowing costs shali be ceased. Other
borrowing costs shall be recorded into the current profit and loss when they occur.

The amount of interest expenses actually incurred in the current period of a special borrowing afler
deducting the interest income from unused borrowing funds deposited in the bank or the investment
income from temporary investment shall be capitalized. The capitalization amount of a general
borrowing is the capitalization rate of the gencral borrowing used muliplied by the portion of the
weighted average assetl disbursement, which is calculated by deducting the special loan from the
accumulative asset dishursements. The capitalization rate shail be calculaled and determined based on
the weighted average interest rate of the general borrowing.

During the period of capitalization, the foreign exchange differences on foreign currency specilic
borrowings shall be capitalized; exchange differences on foreign currency general borrowings shall be
recorded into the current profit and loss.

Assels eligible for capitalization refer to assets such as fixed assels, investiment property, inventories
and other assets which need to go through the acquisition and construction or production activities for
quite a long time to reach the intended use or status for sale.

Where the acquisition and construetion 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 eonstruction or praduction of the assct restarts.

17. Right-of-use asscts

The recognition method and accounting treatment method of right-of-use assets refer to Note IV 28
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18. Intangible assels

{1 Intangible asscts

Intangible assels are identifiable non-monetary asset that arc owned or controlled by the Company and
are without physical substance,

An intangible asset is initially measured al its cost. Subsequent expenditure relating to an intangible
asset, if the economic benefits related to the intangible asset are probable to flow in and their costs can
be retiably measured, shall be included in the cost of the imtangible assel. Other subsequent
expenditures shall be included in the current profit and loss when they occur.

The acquired land use right is usually accounted for as an intangible asset. For seli~development and
construction of buildings such as factories. etc., the related land use right expenditures and building
construction costs are accounted for as intangible assets and fixed assets respectively. For houses and
buildings purchased, the relevant price shall be allocated between the land use rights and the buildings.
If it is dilficult to allocate them reasonably, all ol them are treated as fixed assets,

Intangible assets with limited useful life shall be averagely amortized by the straight-line method
within the expeeted useful fife of the original value minus the estimated net residual value and the
accumulated amount of the impairment provision accrued from the time they arc available for use.
Intangible assets with uncertain useful life shall not be amortized.

At the end of the reporting period, for an intangible asset with limiled useful life, the uselul life and
amortization method shall be reviewed, if there is any change incurred, it shall be treated as an
accounting cstimation change. In addition, for an intangible asset with uncertain useful life, the useful
life shall be reviewed, if there is any evidence indicated that the duration of bringing economic benefits
to the Company from an intangible assct is foreseeable, then estimaie its useful life and amortize il in
accordance with the amortization policy of intangible assets with limited useful life.

(2) Impairment test method and impairment provision method for intangible assets

Details of the impairment test method and impairment provision method for intangible assets refer to

Note 1V 20 “Impairment ol long-term assets™.

19, Long-term deferred expenses
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Long-term deferred expenses are defined as expenses incurred, which should be recorded in the current
period and subsequent periods with an amortization period of more than one year. The Company’s
long-term deferred expenses mainly include decoration costs, service charges of financial lcases,
soflware service fees and monitoring equipment. Long-term deferred expenses are amortized on a

straight-line basis during the expected benefit period.

20. Impairment of long-term assets

For fixed assets. constructions in progress and intangible assets wilh limited useful lite, long-term
cquity investiment in subsidiarics, joint ventures and associates and other non-current non-financial
assets, the Company judges whether there is any sign of impairment on the balance sheet date. If there
are signs ol impairment, the recoverable amount shall be estimated and impairment test shall be
condueted. The Company shall conduct impairment tests each year on goodwill, intangible assets with
uncertain useful life and intangible assets that not reach the usable status yet no matter whether
indication that an asset may be impaired exists or nol.

If the result of impairment test indicates that the book value of an asset is higher than its recoverable
amount. impairment provision should be made and recorded into the impairment loss based on the
difference. Recoverable amount is measured as the higher of an asset’s fair valuc less disposal costs
and the present value of estimated future cash flows. The fair value ol the asset is determined
according to the sales agreement price in the fair transaction; if there is no sales agreement but there is
an active market for the asset, the fair value is determined aceording to the buyer’s bid for the assel: if
there is no sales agreement and an active market for the asset. the fair value of the asset is estimaied
based on the best information available. Disposal costs include legal expenses. relevant taxes and
handling expenses related to the disposal of assets and direct expenses incurred to make the assels
reach a salcable state. The present value of the expected futwre cash flow of the asset shall be
determined according to the expected future eash ftow generated in the process of conlinuous use and
final disposal of the assct, and the appropriate discount rate shall be selected to discount the amount. If
there is any indication that an asset may be impaired. the Company usually estimates its recoverable
amount on an individual item basis. Fowever, if it's not possible to estimate recoverable amount of the
individual assel. the Company should determine the recoverable amount of the asset group which the

asset belongs to. An asset group is the smallest group of assets that can independently generales cash
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inflows.

For the goodwill separately listed in the financial statements, during the impairment test, the book
value ol goodwill shall be allocated to the asset group or combination of asset groups expecled 1o
benefit from the synergistic effect of business combination. If the test results show that the recoverable
amount of the asset group or asset group combination containing the allocated goodwill is lower than
its book value, the corresponding impairment loss shall be recognized. The amount of impairment loss
shall first offset the book value of goodwill allocated to the assct group or combination of asset groups,
and then offset the book value of other assets in proportion according to the proportion of the book
value of assets other than goodwill in the asset group or combination of asset groups.

Once impairment loss is recognized, it cannot be reversed in the subsequent finaneial periods.

21. Contraet liabilitics

Contract liabilities refer to the obligation of the Company to transfer goods to customers for the
consideration reccived or receivable from customers. If the customer has paid the contract
consideration or the Company has obtained the unconditional right to receive payment before the
Company transfers the goods to the customer. the Company shall. at the earlier point in time between
the actual payment by the customer and the payment due, present the receipt or receivable as a contract
liability. The contract assets and liabilities under the same contract are presented in net amount, and the

coniract assets and liabilities under different contracts are not offset.

22. Employee benelits

Employee benefits include short-term employee benefits, post-employment benelits. and termination
benefits.

Shorl-term employee benefits include salary, bonus, allowance & subsidy. employee welfare, medical
insurance., work-related {njury insurance. maternity insurance, housing fund. union funds & employee
education expenses and non-monetary welfares. etc. The actual short-term employee benefits shall be
recognized as the debt during the accounting period when the employees provide service and included
in the current profit and loss or the cost of relevant assels. and the non-monetary wellare shall be
measured at fair value.

Post-employment benefit plans are defined contribution plans. which mainly include basic endowment

o
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insurance. unemployment insurance and annuity, etc.. and the corresponding amount payable shall be
included in the cost of the relevant asset or the current profit and loss when the defined contribution
plan occ‘urs.

To terminate the labor relationship with the employee before the expiration of the labor contract, or (o
propose compensation to encourage employees to voluntarily accept the layoff, the employees’
compensation liabilities arising from the termination benefits are recognized and charged into the
current profit and loss at the earlier date of the two following situations: (i} the Company is unable to
unilaterally withdraw the termination benefits provided by terminating the labor relationships plans or
the layol¥f proposals; (2) the Company recognizes the cosls or expenses in connection with the
reorganization involving the termination benefits. However. if the termination benefits are not
expected to be fully paid within 12 months afier the end of the annual report period. they shall be
treated as other long-term employee benefits.

Employee internal retirement plans shall be handled according to the same principles as above for
termination benefits. The salaries and social insurance premiums 10 be paid 1o the early retired
employees from the date when the employees stop providing services Lo the normal retirement date.
when they meet the conditions for the recognition of accrued liabilities, shall be inciuded in the current

profit and loss (lermination benefits).

23. Lease liabilities

The recognition method and accounting treatment method of lease liabilities refer to Note 1V 28

“l.ease”,

24. Accrued liabilities

An obligation related to a contingeney is recognized as the accrued Hability when all the following,
conditions are satisfied: a) The obligation is a present obligation of the Company: by It is probable that
a1 outflow of economic benefits from the Company wili be required 10 settle the obligation: ¢) The
amount of the obligation can be measured reliably.

On the balance sheet date. considering the factors such as risks. uncertainties and time value ol money.
ete. related to the contingency, accrued liabilities are measured at the best estimate of the payment

required to perform the relevant present obligations.
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Where some or all the expendilures are expected 1o be reimbursed by a third party, the reimbursement
should be separately recognized as an asset only when it is virtually received. The amount of the

reimbursement should not exceed the book value of the fiability recognized.

25. Revenue

Revenue refers to the total inflows of economic bencefits that are formed in the daily activities of the
Company that will increase the equity of shareholders and have nothing to do with the capital invested
by shareholders. When the contract between the Company and the customer meels the following
conditions at the same time, the revenue shalt be recognized when the customer abtains the control of
the relevant goods (including labour services. the same below): 1) all parties lo the contract have
approved the contract and promised fo perform their respective obligations; 2) the contract specilies
the rights and obligations of the parties related 1o the transferred goods or the rendering ol labour
services: 3) the contract has clear payment terms related to the transferred goads; 4) the contract has
commercial substance. that is, the performance of the contract will change the risk, time distribution or
amount of the future cash flow of the Company; and 3} the consideration that the Company is entitled
{o obtain due 1o the transfer of goods to customers is likely to be recovered. Among them. obtaining
ihe control of related goods means being able to dominate the use of the goods and obtain almost all
economic benefits from them.

On the start date of the contract, the Company identifies the individual performance obligations in the
contract, and apportions the transaction price 1o each individual performance obligation in aceordance
with the relative proportion of the stand-alone selling price of the goods promised by each individual
performance obligation. When determining the transaction price. the factors such as variable
consideration, major finaneing components in the eontract. non-cash consideration. and consideration
payable to customers are considered.

For each individual performance obligation in the contract. if one of the following conditions is met.
the Company shall recognize the transaction price apportioned to the individual performance
abligation as revenue according lo the performance progress during the relevant performance period: 1)
the customer obtains and consumes the economic benelits brought by the Company’s performance at
the same time as the Company’s performance: 2) customers can control the goods under construction

during the performance of the Company: and 3) the goods produced during the performance of the
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Company have irreplaceable uses, and the Company has the right to collect the payment for the part of
the contract that has been completed so far. The performance progress is determined by the input
method or the output method according to the nature of the transferred goods. When the performance
progress cannot be reasonably determined. if the cost incutred by the Company is expected to be
compensated, the revenue shall be recognized based on the amount of the cost incurred untit the
performance progress can be reasonably determined,

If one of the above conditions is not met, the Company shall recognize the revenue based on the
transaction price apportioned to the individual performance obligation at the time when the customer
obtains the control of the relevant good. When judging whether the customer has obtained the control
of the gooad. the Company shall consider the foilowing signs: 1) the enterprise has the current right to
collect the payment for the good. that is. the customer has the current payment obligation for the good;
2} the enterprise has transferred the legal ownership of the good to the customer, that is; the customer
already has the Tegal ownership ol the good; 3) the enterprise has transferred the good 10 the customer
in kind. that is. the customer has physically taken possession of the good; 4) the enterprise has
ransferred the major risks and rewards ol the ownership of the good lo the customer. (hat is. the
customer has obtained the major risks and rewards of the ownership of the good: 3) the customer has
aceepled the good; and 6) other signs that the customer has obtained the control of the good.

The Company’s revenue consists of land business revenue, agent construction revenue. revenue from
the use by others of the Company’s assets and revenue from sales of goods.

(1) Revenue is recognized over a period of time

1y Revenue from the use by others of the Company’s assels

The Company and its subsidiaries mainly lease real estates, and the revenue is recognized according to
the benefit period that the customer has enjoyed according to the lease contract signed with the
cuslomer.

(2) Revenue is recognized at a certain point in time

1} Land business revenue

For the land business revenue of the Company. after the land is renovated and meets the conditions of
“Iive Supplies and One Leveling™. the land and Jand use right shall be handed over to the government
department of Hechuan District. After the handover, the government department can control the land.

When the Jand is handed over to the government department, the revenue shall be recognized, and the
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amount shall be confirmed according to the settlement data recognized by both parties.

2) Agent conslruction revenue

The Company constructs the urban infrastructure projects in Hechuan District of Chongqing and the
infrastructure projects of some river sections in Hechuan District on behalf of others. When the project
is completed and accepted and meets the delivery conditions agreed in the agreement, it will be
delivered to the customer. When the cuslomer obtains the eontrol of relevant projects. the sales
revenue will be recognized.

3) Revenue from sales of goods

The Company and its subsidiaries mainly sell cleetrical accessories, communication originals, books,
clothing, sand and gravel, cic. The Company’s business of selling goods usually only includes the
performance obligation to transfer the goods. When the goods have been delivered and the customer’s
receipt has been received, the control of the goods is translerred, and the Company recognizes the
realization of revenue at this point in time.

4) Revenue from demolition of resettlement housing

The Company is entrusted wilh the resettlement and housing return work ol the demolition,
resettlement and housing return project in Hnjiucheng of Bailu Mountain. When the projeet is
completed and passes the acceptance and meets the delivery conditions agreed in the agreement. it will
be delivered 1o the customer. The performance will be completed based on the number of households
actually resetiled, and the realization of revenue will be confirmed based on the data of actual resettled

households.

26, Go.\femment grants

Government grant refers to the monetary assets and non-monelary assets obtained by the Company
from the government free ol charge, excluding the capital invested by the government as an investor 1o
gain the corresponding owners’ equity. Govermment grant is comprised of government grants related to
income and government grants related (o an asset. A government grant related 1o an asset is a grant
obtained by the Company used for purchase or construction, or forming the long-term assets by other
ways. Otherwise. the government grant is treated as a government grant refated 1o income. If the
government document does not specify the grantee. based on the basic conditions that musl be met to

obtain the grants. those that form long-term assets by purchase and construction or other methods are
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reparded as govenllmenl grants related 1o asset, and others are classified as government grants related
{o income.

Il the government grants are monetary assets. they shall be measured according to the amount received
ar receivable. 1T the government grants are non-monetary assets. they shall be measured at fair value; if
the fair value cannot be obtained reliably. they shall be measured al nominal amount. The government
grants measured according to the nominal amount shall be directly included in the current profit and
loss.

The Company usually recognizes and measures the government grants according 1o the actual amount
received when they are received. Flowever, if there is conclusive evidence at the end of the period that
the relevant conditions specified in the financial support policy can be met and the financial support
fund is expected lo be received, it shall be measured according 1o the amount receivable. The
government granis measured according to the receivable amount shall meet the following conditions at
the same time: (1) the amount of Ihe receivable subsidies has been confirmed by the awthorized
government department, or can be calculated reasonably according to the relevant provisions of the
olficially issued financial Tund management meastres, and it is expected that there is no significant
uncertainty in the amount; (2) it is based on the financial support projects and financial fund
management measures ofticially released by the local lnancial department and proactively disclosed
in accordance with the "Regulations on Government Information Disclosure™, and those managenment
measures shall be inclusive (any enterprise that meels the specified conditions can apply for it). rather
than specially formulated for specifie enterprises: (3) the relevant grant approval documents have
clearly committed Lo the appropriation period, and the appropriation of the funds has the corresponding
linancial budget as the guarantee that it can be reccived within the specified period; (4) other relevant
conditions (i any) to be met according to the specific situation of the Company and the subsidy.

The government grants pertinent to assets shall be recognized as deferred income and included in the
current profit and loss within the useful lives of the relevant assets ina reasonable and systematic way.
The government grants pertinent to incomes shall be treated respectively in accordance wilh the
circumstances as follows: 1) Those subsidies used for compensating the related [ulure expenses or
losses shall be recognized as deferred income and shall be included in the current profit and loss or
offset the relevant costs during the period when the relevant costs or losses are recognized: 2) Those

subsidies used for compensating the related expenses or losses incurred shall be dircetly included in
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the current profit and loss.

The different parts ol government grants that include both assel-related and income-related subsidies
shall be distinguished for different accounting treatments. If the different parts of the government
grants are difficult to distinguish, they should be classificd as incame-related government grants as a
whole.

The government grant which is related to daity activities of the Company shall be recognized as other
income or offset the related costs according lo the substance of the economic business: otherwise, it
shall be recorded into non-operating income and expenses.

IT it is necessary to refund any government grant which has been recognized, it shall be treated
respectively in accordance with the circumstances as follows. If there is the deferred income concerned,
the book balance of the deferred income shall be offset against, and the excessive part shall be
included in the current profit and Joss. In other cases, it shall be directly included in the current profit

and loss.

27. Deferred tax assets / Deferred tax liabilities

(1) Current income tax

On the balanee sheet date, the current income tax liabilities (or assets) formed in the current period and
previous petiods shall be measured by the expected amount ol income fax payable (or returned}
calculated in accordance with the provisions of the tax Jaw. The taxable income on which the current
income tax expenses are calculated shall be calculated after the adjustments ol the pre-tax accounting
profit of the current year according fo the relevant tax law.

(2) Deferred tax assets and deferred tax liabilities

The difference between the book value of cerlain assets and liabilities and their tax bases. and the
temporary difference caused by the difference between the book value of the items thal are not
recognized as assets and liabilities but whose 1ax bases can be determined according to the tax law and
their tax bases. shall be recognized as deferred lax assets and delerred tax liabilities by using the
balance sheet liability method.

The deferred tax liabilities shall not be recognized for the taxable temporary differences related to the
initial recognition of goodwill and the initial recognition of assets ot liabilities arising from

transactions that are neither business combination nor alTect the accounting profit and taxable income
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(or deductible loss) when they occur. In addition, for the taxable tlemporary differences related 1o the
investments in subsidiaries. associales and joint ventures, if the Company can control the time when
the temporary differences are reversed. and the temporary differences are unlikely to be reversed in the
foreseeable future. the relevant deferred tax liabilities shall not be recognized. Except the above
exceptions, the Company recognizes all other deferred tax labilitics arising from taxable temporary
differences,

The deferred tax assets shall not be recognized for the deductible temporary differences related to the
initial recognition of assets or liabilities arisiﬁg from (ransactions that are neither business combination
nor affect the accounting profit and taxable income (or deductible loss) when they occur. In addition,
for the deductible temporary differences refated o the investments in subsidiaries, associates and joint
ventures, if the temporary differences are unlikely to be reversed in the foreseeable future, or it is
unlikely to obtain taxable income that can be used 1o offset temporary dilferences in the future. the
relevant deferred tax assets shall not be recognized. Except the above exceptions. the Company
recognizes all other deferred tax assets arising from deduetible temporary differences to the extent of
{he taxable income. which is probable to be obtained by the Company fo offset the deductible
temporary difterences.

For the deductible losses and tax deductions that can be carried forward in subsequent years, the
corresponding deferred tax assels shall be recognized 1o the extent of the fulure taxable income. which
is probabie 1o be obtained and used to offset ihe deductible fosses and tax deductions.

On the balance sheet date, the deferred tax assets and deferred tax liabilities shall be measured
according (o the applicable tax rate during the period when the relevant assets are expected to be
recovered or the relevant liabilities are expected to be paid offin accordance with the tax law.

On the balance sheet date, the book value of the deferred tax assets shall be reviewed. If it is probable
that sufficient taxable income will not be obtained in the future to offset the benefits of the deferred 1ax
assets. the book value of the deferred tax assels shall be written down. When il is probable to obtain
sufficient taxable income, the amount written down shall be reversed.

(3) Income lax expense

Income tax expense includes current income tax and delerred income tax.

Except that the current income fax and deferred income flax 1'e_lmed o transactions and events

recognized as other comprehensive income or directly included in the owners’ equity are included in
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other comprehensive income or owners’ cquity. and the book value of goodwill is adjusted by the
deferred income tax arising from business combinations, other current income tax and deferred income
tax cxpenses or inconte shall be included in the current profit and loss,

(4) Offset of ineome fax

When the Company has the legal right to settle at a net amount and intends to scitle at a net amount or
acquire assets and pay off labilities at the same time, the current income lax assets and current income
1ax liabilities of the Company shall be presented at the net amount afier offset,

When the Company has the legal right to settle the current income tax assets and current income tax
liabilities on a net basis, and the deferred tax assets and deferred tax liabilities are related to the income
tax levied by the same tax administration department on the same taxpayer or different taxpayers, but
in the future, during each period when the significant deferred tax assets and liabilities are reversed.
the taxpayer involved intends to seitle the current income tax assets and fiabililies on a net basis, ar
acquire assets and pay off liabilities at the same time. the deferred 1ax assets and deferred tax labilities

of the Company shall be presented at the net amount after offset.

28, Lease

Lease refers (o a contract in which the Company transfers or obtains the right to control the usc of one
or more identified assets within a certain period of time in exchange for or paying consideration.

(1) The Company as the lessee

@ Initial measurement

On the start date of the lease term, the Company recognizes the vight to use the leased asset within the
lease term as a right-ol-use asset, and recognizes the present vafue of unpaid lease payments as a lcase
liability, excluding short-term leases and leases of low-value assets. When calculating the present value
of lease payments, the Company uses the interest rale implicit in the fease as the discount rate: il the
interest rate implicit in the lease cannot be determined, the lessee’s incremeital borrowing, interest rate
shall be used as the discount rate.

@ Subsequent measurement

The Company depreciates the right-of-use assets with reference to the relevant depreciation provisions
of the “Accomting Standards for Business Enterprises No. 4 - Fixed Assets” (details refer 10 the Note

1V 14 “Fixed assets”). IT it can reasonably determine that the ownership ol the leascd asset is obtained
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at the expiration of the lease term, the Company acerues depreciation within the remaining useful life
of the leased asset. I it is impossible to reasonably determine that the ownership of e feased asset can
be obtained at the expiration of the lease term, the Company accrues depreciation within the shorter
period of the lease term and the remaining useful life of the leased asset.

For lease liabilities. the Company calculates the interest expenses of each period within the lease term
al a fixed periodic interest rate, which is included in the current profit and loss or included in the cost
of relevant assets. The variable lease payments that are not included in the measurcment of lease
liabilities shal! be included in the current profit and loss or the cost of relevant assets when they occur.
Afler the start of the lease term, when the actual fixed payment changes, the expected payable of the
guaranteed residual value changes, the index or ratio used 1o determine the lease payment changes. the
evaluation results or actual exercise of the purchase option. renewal option or termination option
change, the Company remeasures the lease liability based on the present value of the lease payment
after the change. and adjusts the book value of the right-of-use asset accordingly. 1T the book value of
the right-of-use asset has been reduced to zero. but the lease liability still needs to be further reduced,
the Company shall include the remaining amount in the current profit and Joss.

@ Short-term leases and low-value asset leases

For shori-term leases (leases whose lease term does 1ot exceed 12 months at the start of the lease) and
low-value assel leases, the Company adopts a simplified treatment method. does not recognize the
right-of-use assels and lease liabilities. and in each period of the lease term. the lease payment is
included in the relevant asset cost or current profit and loss according to the straight-line method or
other systematic and reasonable methods.

(2) The Company as the lessor

Based on the essence of the transaction. the Company divides the lease into financial lease and
operating lease on the start date of lease. A finance lease is a lease that substantially transfers almost all
the risks and rewards refated to (he ownership of the leased asset. Leases other than finance leases are
operating leases.

Operating lease: The Company adepts the straight-line method 1o recognize the lease receipts from
operating leases as rental income for cach period of the lease term. The variable lease payments related
to operating leases that are not included in the lease reccipts shall be included in the current profits and

losses when they oceur,
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29. Non-monelary asset lransactions

For the exchange of non-monetary assets, if the exchange has commercial substance and the fair value
of the assets exchanged in or out can be measured reliably. the Company measures them on the basis of
fair value. The fair value of the exchanged-out assets (unless the fair value the exchanged-in assets is
more reliable) and the relevant taxes payable are used as the initial measurement cost of the
exchanged-in assets. When the exchanged-out assets are derecognized, the dilTerence between the fair
value of the exchanged-out assets and their book value shall be included in the current profit and loss.
If the conditions for measurement based on fair value are not met {that is, the exchange does not have
commercial substanee, or the fair value of the exchanged-in assets and the exchanged-out assels cannot
be measured reliably), the Company measures them on the basis of book value. The book vatue of the
exchanged-out assets and relevant taxes payable are used as the initial measurement amount of the
exchanged-in assets, and no profit or loss is recognized when the exchanged-ow assets are
derccognized.

An exchange of non-monetary assets that saiisfies one of the following conditions has commercial
substance: the future cash flow of (he exchanged-in assets is significantly different from the
exchanged-out assets in terms of risk. time distribution or amount; the present value of the expected
fulure cash flow generated by using the exchanged-in assels is dilferent from the continued use of the
exchanged-out assets, and the dilTerence is significant compared to the fair value of the exchanged-in

assets and exchanged-out assels.

30. Changes in significant accounting policies and accounting estimates

(1) Changes in accounting policies

(1) Changes in aecounting policies resulting from the implementation of new financial instrument
standards

On 31 March 2017. the Ministry of Finance issued “Accounting Standards for Business Enterprises No.
22 . Recognition and Measurentent of Financial Instruments (Revised in 2017)" (Cai Kuai [2017] No.
7. “Accounting Standards for Business Enterprises No. 23 - Transfer ol Financial Assets (Revised in
2017)" (Cai Kuai [2017] No. 8) and “Accounting Standards for Business Enterprises No. 24 - Hedge

Accounting (Revised in 2017y (Cai Kuai {2017} No. 9) respectively; On 2 May 2017, the Ministry of
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Finance issued “Accounting Standards for Business Enterprises No. 37 - Presentation of Financial
Instruments (Revised in 2017)” (Cai Kuai [2017] No. 14) (the above standards are hereinalier
collectively referred 1o as *new financial instrument standards™). requiring the non-listed enterprises
under Accounting Standards for Business Enterprises o implement the new {inancial instrument
standards rom 1 January 2021,

The Company has implemented the new financial instrument standards from 1 January 2021,

Under the new financial instrument standards, all recognized financial assets are subsequently
measured at the amortized cost or fair value. On the implementation date of the new financial
instrument standards, the business model of managing financial assets shall be cvaloated based on the
existing facts and circumstances of the Company on that day, and the contractual cash flow
characteristics of the financial assets shall be evaluated based on the facts and conditions at the time of
initial recognition ol the financial assets. The financial assets are divided into three categories:
measured at amortized cost, measured at fair value through other comprehensive income and measured
at fair value through profit or loss. Among them, for the equity instrument investments measured at [air
value through other comprehensive income. when ihe financial asset is derecognized. the accumulated
gains or losses previously included in other comprehensive income wil be transferred from other
comprehensive income 1o retained earnings, and will not be included in the current profit and loss.
Under the new financial instrument standards, based on the expected credit loss, the Company accrues
impairment provisions of financial assets measured at amortized cost, contract assets, debt instrument
investments measured at fair value through other comprehensive income, lease receivables and
financial guarantee contracts, and recognizes credit impairment Josses.

The Company applics the new financial instrument standards retroactively. However, il the
classification and measurement (including impairment) involving the previous comparative financial
statements data are inconsistent with the new financial instrument standards, the Company chooses not
1o restate. Therefore, for the cumulative impact of the first implementation of the standards, the
Company has adjusted the amount of retained earnings or other comprehensive income and other
related items in the financial statements at the beginning of 2021. The financial statements of 2020
[tave not been restated.

The main changes and impacts of the implementation o the new financial instrument standards on the

Company are as [ollows:
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(1) Some non-tradable equity investments held by the Company have been designated as financial

assets al fair value through other comprehensive income on and after 1 January 2021. and reporied as

other equity instrument investments; some investments have been reclassified as financial assets at fair

value through profit or loss, and reported as other non-current financial assets;

(2) The Company has reclassified entrusted loans in other current assets from other current assels to

debt investment on and afler | January 2021.

A. Comparison table of classification and measurement of financial assets before and after the first

implementation date

a. hmpact on consolidated financial statements

3§ December 2020 {Belore change)

1 Jlanuary 2021 (Aller change)

Mcasurement Measurement

[tem : emen Book value Item c _L Baok value
calegory calegory

Accounts . - Accounts . < s

U Amortized cost | 23.060.463.603.08 | oL Amorlized cost | 2504517218421

receivable receivable

Other receivables

Amortized cost

14.282.609.262.83

Other receivables

Amortized cost

10.277.446.913.94

Other current
Assets

Amortized cost

263.873.132.26

Oilser current
nssels

Debt investment

Other non-current
financial assets

Amortized cost

Amortized cost

[Fair valee
through profit
or loss

169.01E.375.98

3.034.077.88

125.855.569.04

Available-tor-sale
financial assets

Cost

311.030.849.01

Other equity
instroment
investments

Qther non-current
financial nssets

IFair value
through other
camprehensive
income

Fair value
through profit
or loss

281.026.879.01

125.855.569.04

Long-term
receivables

Amortized cost

T14.580,000.00

Long-tenn
receivables

Amortized cosl

713.130.000.00

b. Impact on the Company’s financial statements

31 December 2020 (Belore change)

I Tanuary 2021 (After ¢change)

ltem

Measurement
category

BBook value

ltem

Measurement
calegory

Book value

Accounts
receivible

Amortized cost

7.614.791.069.22

Accounts
receivable

Amortized cost

7.613.279.427.1]

Other receivables

Amortized cosl

13.975.506.377.47

Other

receivables

Amortized cost

13.975.293.673.27
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31 December 2020 (B3efore change)

{ January 2021 {(Afier

change)

Measurement

Item
calegory

Book valuc

Item

Measurement
calegory

Book value

Other cutrent

Amortized cost

Other current
assels

Amortized cost

19.929.022.25

ASSCES Other Fair value
non-current through profit or 87.297.569.04
financial assets | loss
) air value
Other equity :hl!";ul;hl(:lh T
instrument = 5 53.889.230.00
ipvestents comprehensive
Available-for-sale | . : : : i ;
Awailable-for-sale | ¢ 62.887.230.00 ineome
financial assets
Other Fair value
non-current through profit or $7.297.569.04
financinl assels | loss
[.ong-term . co Long-tetm . -
& Amortized cost 714.380.000.00 goten Amortized cost 713.150.000.00

receivables

receivables

8. On the first implementation d

book value of the new

insirument standards

ate, the book value ol the original financial assets is adjusted to the

a. mpact on consolidated financial statements

financial assets classificd and measured according to the new financial

Measurement calegory

31 December 2020
(Before change)

Reclassification

Remeasurement

) January 2021
{Alter change)

Amortized cost:
Accounts receivable

Remensurement: Estimated credit
loss provision

Balance listed in accordance with
new [inancial instrument stomdards

Other receivables

Remeasurement: Estimated credit
loss provision

Balance listed in geeordanee with
new financial instrument standards

Other current assets

less: Transler out to dett
investment

Fess: Transfer oul to other
pon-current [inancial assees

23.060,463.603.08

10.282.669.202.83

-18.562.187.24

-78.299.569.04
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Measureiment category

31 December 2020
(Belore change)

Reclassification

Remeasurement

1 January 2021
(After change)

Balance listed in accordance with
new financial instrument standards

Debt investment

Add: Transler in from other current
assets (old standards)

Remeasurement: Estimated ceredit
loss provision

Balance tisted in accordance with
new financial instrument standards

Long-term receivables

Remeasurement: Estimated credit
loss provision

Batance listed in accordance with
new financial instrument standards

Fair value through prolit or loss:

Other non-current financial
asscts

Add: Transfer in from
available-tor-sale financial assets
{odd standards)

Add: Transfer in from other current
assels (old standards)

Balance listed in accordonce with
new financial instriment standards

Fair value through other
comprehensive income:

Available-for-sale financial assets
(old standards)

Less: Transter oul to otler
non-current financial assets

Less: Transter out to other equiiy
instrument investnents

Balance listed in accordance with
new financial instrument standards

Other equity instrument
investments

714.580.000.00

311.030.849.01

18.562.187.24

47.350.0H0.00

78.299,569.04

-17.536.000.00

-263.474.849.01
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Measurcment category

31 December 2020
(Before change)

Reclassification

Remeasurement

1 January 2021
(Alter change)

Add: Transfer in from
available-Tor-sale financial assels
{old standards)

Remeasurement; Remeasuremeit
at Tair value

Balance listed in accordiance with
new finanetal instrument standards

263.474.849.01

281.026.879.01

b, Impact on the Company's [inancial statements

Meastrement category

31 December 2020
{Belore change)

Reclassifieation

Remeasurement

I January 2021
{Alter change)

Amortized cost:
Accounts reccivable

Remeasurement: Estimated eredil
loss provision

Balance listed in ageordance with
new financial instrument
standards

Other receivables

Remeasurement: Estimated credit
loss provision

Bakince listed in accordance with
new finaneial instrument
standards

Long-term receivalles

Remeasurement: Estimated credit
loss provision

Balanee listed in accordance with
new financinl instrument
standards

Other current assets

Less: Transior out to other
non-current financial assets

Balance listed in accordanee with
new fancial instrunient
stundards

Fair value through profit or
loss:

7.614.791.069.22

13.975.506.377.47

71-L.580.000,00

128.228.591.29

-78.299.569.04
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-1.430.000.00

7.613.279.427.11

13.975.293.673.27

713.150,000.00
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Measurement category

31 December 2020
(Before change)

Reclassilication

Remeasurenient

1 Tanvary 2021
{Aler change)

Other non-current financial
assels

Add: Transter in from
available-for-salc financial assets
{old standards)

Add: Transler in from other
current asscts {old standards)

Balance listed in accordance with
new finsncial instrument
standards

Fair value through other
comprehensive income:

Available-for-sale finaneial
assets (old standards)

ILess: Transfer oul to other
non-current financial assets

Less: Fransfer out 1o other equity
instrument investments

Balance listed in accordance with
new financial instrument
standards

Other equity instrument
investments

Add: Transfer in from
available-fer-sale {inancial assets
(old standards)

Remeasurement: Remeasurement
at fair value

Ralance Hsted in accordance with
new financial instrument
standards

02.887.230.00

8.998.000,00

78.299.369.04

-8.998.000.00

-33.889.250.00

33.889.230,00

-24.037.900.00

87.297.569.0:

77.927.130.00

C. On the first implementation date, the recanciliation statement of impairment provisions ol financial

assets

a. Impact on consolidated financial stalements

Neasugement citegory

31 December 2020
{Before change)

Reclassilication

Remeasurement

L January 2021
{Aler change)

Amortized cost:

Impairnient provision of
accounts receivable

21.888.6060.95

14.991.418.87

17.880.079.82
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Measurement category

31 December 2020
(Before chanpe}

Reclassilication

Remeasurcment

1 January 2021
(Afler change)

Impairment provision ol other
reccivables

Impairniem provision of et
investment

Impatrment provision of
long-term receivables

179,715.709.14

13.528.104.36

1,.430.000.00

184.938.058.04

13.528.109.36

1.430.000.00

b. Impact on the Company’s

financial statements

Measurement category

31 December 2020
{13efore change)

Reelassification

Remeasurement

I January 2021
{Alter change}

Amortized cost:

Impairment provision of
accounts reccivable

Impairment provision of other
receivables

Impairment provision of
fong-ferm receivables

1.236.344.02

68.199.72.1.20

L511.642.11

212.704.20

1.430.000.00

2,747.986.13

68.-H12.428.40

1.430.000.00

D. impact on retained eamings and other comprehensive income as at 1 January 2021

Item

Consolidated retained
camings

Consolidated
surplus reserve

Consolidated other
comprehensive income

31 December 2020

I. Reclassitied available-lor-sale financial
assels into other equity instriment
investments and remeasured them

2. Remeasurement of impairment of

receivables / debl investments

1 January 2021

5.201.7113.313.14

107939518435

20.336.94

-29.131.916.35

3.172.581.397.06

-208.119.44

467.671.399.01

15.830.807.50

153851 14:h44

@ Changes in accounting policies resulting fiom the implementation of new revenue standards

According to the “Accounting Standards for Business Enterprises No. 14 - Revenue (Revised in

2017)" (Cai Kuai [2017] No. 22) (hereinafler referred 10 as “new revenue standards”) issued by the

Ministry of Finance on 5 July 2017. the Company has implemented the new revenue standards from |

January 2021,

The new revenue standard establishes a new revenue recognition model for regulating the revenue

generated from contracts with customers. In order to implement the new revenue standards. the

Company reassessed the recognition and measurement, accounting and presentation of major contracts

revenues. According to the provisions of the new revenue standards. the Company chose to only adjust
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the cumulative impacts of contracts that have not been completed on 1 January 2021, and simplify the
treatment of contract changes that occur belore the beginning of the earliest comparable period (i.e.. |
January 2020) or before | January 2021, that is, according o the final arrangement of the contract
changes. to identify the performance obligations that have been fulfilled and the performance
obligations that have not been fulfilled, determine the transaction price, and share the transaction price
between the performance obligations that have been fulfilled and the performance obligations (hat have
not been fulfilled. The cumulative impacts of the first implementation adjusted the amount of retained
earnings and other related items in the [inancial statements at the beginning of the first implementation
period (i.c.. | January 2021). but did not adjust the information ol the comparable period.

The main changes and impacts of the implementation of new revenue standards are as follows:

1y The Company has changed the contraet consideration received from customers in advance due o
the transfer of goods from the item of “Advance from customers™ to the item of “Contract liabilities”.

A. Impact on the financial statements as at 1 January 2021

31 December 2020 I Tanuary 2021

{Buefore change) {Alter change)

Hem

Consolidated
lnancial statements

The Company’s
financial statements

Consolidated
financial statgments

The Company’s
financial stalements

Advance from customers
Contraet liabilivies
Other current fiabililics

Other non-currem
liabilities

159.760.62-1.01

74.791.010.98

2.868.748.229.42

5.590.018.96
218.52.0.464.04

4.395.829.562.86

75.142.001.49

2.868.718.229.42

74.791.010.98

B. Impact on the financial statements as at 31 December 2021 and for 2021

Compared the items in the consolidated and the Company’s balance sheets as at 31 December 2021
and the items in the consolidated and the Company’s income statements for 2021 prepared by adopting
the accounting policies aller changes wilh those items prepared by adopting the accounting policies
before changes. the comparison of the affected items is as lollows:

a. Impact on balance sheets as at 31 December 2021

31 Decentber 2021 31 December 2021

{Under new revenue standards) (Under old revenue standards)

Item

Consolidated
linancial statemenls

The Company”s
financial statements

Consalidated
financial sktements

The Company's
financial stitements
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[tem

31 December 2021

{Under new revenue standards)

31 Decemb

(Under old reven

er 2021

ue standards)

Consolidated
financial statements

The Company’s
finaneial statemems

Cunsolidated
[inanciai statements

The Company’s
financial statements

Advance (rom customers
Contract liabilities

Other current labilitics

340148011
116.923.850.22

3.191.646,430,50

J.H3.512.698.97

210,743.490.33

5.178.285.506.08

74.513.172.98

3.043.512.698.97

b. Impact on income statements for 2021

ltem

2021

{Under new revenue standards)

2021

{Under old reven

ue standards)

Consolidated
[tnancial statements

The Company’s
financial statements

Consolidated
financial statements

The Company’s
Iinancial slatements

d.133.394.397.83

1.44:.812.857.43

4.152.979.979.15

1.44:0.812.857.43

Operating costs

5.960.042.38 6.374461.06

Selling expenses

@ Changes in accounting policies resulting from the implementation of new lease standards
According 1o the “Accounting Standards for Business Enterprises No. 21 - Lease (Revised in 2018)”
(Cai Kuai [2018] No. 35) (hereinalter referred to as “new lease standards™) issued by the Ministry ol
Finance on 7 DDecember 2018, the Company has implemented the new lease standards rom | January
2021, and changed relevant accounting policies in accordance with the provisions of the new lease
standards,

According to the provisions of the new lease standards, the Company clicoses not (o reassess whether
itis a lease or includes a lease for a contract that already exists before the first implementation date.
The Company chose 1o only adjust the cumulative impact ol the lease contracts that have not yet been
completed on I January 2021. The cumulative impacts of the first implementation adjusted the amount
ol retained earnings and other related items in the financial statements at the beginning of the first
implementation period (i.c.. 1 January 2021). but did not adjust the information of the comparable
periad.

On the first implememation date of the new lease standards (i.c.. 1 January 20213, the Company's
specific connection processing and its impact are as follows:

For the eperaling lease before the first implementation date, the Company. as the lessee, shall measure
the lease liability as the present value of the remaining lease payments discounted at the incremental

borrowing rate on the [irst implementation date: The unpaid rent payable accrued on the accrual basis

64

—F-210-



under the old lease standards shall be included in the remaining lease payments.

For operating leases of houses and buildings before the first implementation date, the Company
measures the right-of-use assets according to the amount equal to the Jease liabilities and necessary
adjustments according to the prepaid rent. The Company conducts impairment test on the right-of-use
assets on the first implementation date and adjusts the book value of the right-of-use assels.

The Company does not recognize the right-of-use assets and lease liabilities for operating leases where
the leased assets before the first implementation date are Jow-value assets. For operating leases other
than low-value leases on the first implementation date, the Company adopts one or more of the
following simplified treatments based on each lease:

i. Leases to be completed within 12 months after the first implementation date shall be treated as
short-term leases;

ii. When measuring leasc liabilities, leases with similar characteristics adopt the same discoust rate;

iii. The measurement of right-of-use assets does not include initial direct costs;

iv. If there is an option Lo renew or terminate the lease, the Group determines the lease term based on
ihe actual exercise of the option before the first implementation date and other latest conditions;

v. As an alternative 1o the impairment test of right-of-use assets, the Group assesses whether a contract
containing a lease is an onerous contract before the [irst implementation date according to the
“Accounting Standards for Business Enterprises No, 13 - Contingencies™, and adjusts the right-of-use
asset based on the amount of loss reserves recorded into the balance sheet before the first
implementation date;

vi. If a lease change occurs before the first implementation date. the Group shall perform accounting
treatment according to the final arrangement of the lease change.

The main changes and impacts of the implementation of the new lease standards on the Company are
as follows:

The Company leases the house assets of Chongging Wudu Media Group Co., Lid. for a lease period of
2 years. which was originally treated as an operating lease. According to the new lease standards. the
right-of-use assets of RMB 137,561.04 and the lease liabilities (including the part classified to
non-eurrent liabilities due within one year) of RMB 137.561.04 were recognized on | January 2021.
Impact on the financial statements as at 1 January 2021 due to the implementation of new lease

standards is as [ollows;
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31 December 2020 1 January 2021
{Before change) (Afler change)
Ilem
Consolidated The Company’s Consolidated The Company's
[inancial statements | linancial statements | [inmncial statements | finaneial statements
Right-of-use assels 137.561.04
Lease liabilities 17.561.04
\l ot a inbilities due
I\Em lulrrum liabilitics due 120.000.00
within one year

The weighted average of the incremental borrowing rates adopted by the Company [or lease liabilities
included in the balance sheet on 1 January 2021 was 3.85%.

(2) Changes in accounting estimates

There were no changes in accounting estimates during the reporting period.

31. Significant accounting judgements and estimates

In the process of applying accounting policies, due to the inherent uncertainty of the operating
activities, the Company needs to make judgments, estimates and assumptions on the book value of the
statement items that cannot be accurately measured. These judgments, estimates and assumptions are
based on the past historical experience of the Company’s Management and other relevant factors.
These judgments. estimates and assumptions will affect the reported amounts of revenue, expenses,
assets and liabilities and the disclosure of contingent liabilitics on the balance sheet date. However, the
actual results caused by the uncertainly of these estimates may be different from the current estimates
of the Company's Management. which may cause significant adjustments Lo the book value of assels
or liabilities afTected in the luture,

The Company reviews the aforesaid judgments, estimates and assumptions on a regular basis on the
basis of going concern. 1f the change of accounting estimates only affeets the current period of change,
the number of impacts shall be recognized in the current period of change; if the change alfects both
the current petiod of change and the subsequent periods. the number of impacts shall be recognized in
the current period of change and the subsequent periods.

On the balance sheet date, the Company needs to judge. estimate and assume the amount of financial
statement items in the following important areas:

(1) Recoanition of revenue

As stated in Note IV 25 “Revenue”. the Company involves the following significant accounting
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judgments and estimales in revenue recognition: identifying customer contracts; estimating the
recoverability of the consideration that is enlitled 10 be obtained due to the transfer of goods to
customers: identifying the performance obligations in the contract; estimating the variable
consideration in the contract and the amount at which the accumulated recognized revenue that is
unlikely to have significant reversal when the related uncertainty is eliminated; whether there is a
significant financing component in the contract; estimating the stand-alone selling price of the
individual performance abligation; determining whether the performance obligation is to be performed
within a certain period of time or at a certain point in time; the determination of the performance
progress, elc.

The Company mainly relies on past experience and work to make judgments. These major judgments
and changes in estimates may have an impact on the operating revenues, operating costs, and profit
and loss of the current period or subsequent periods, and may constitute a significant impact.

(2) Classification of leases

@ Identification of lease

When the Company identifies whether a contract is a lease or contains a lease, it needs to assess
whether there is an identified asset, and the customer controls the right to use the asset within a certain
period. In assessing, il is necessary to consider the nature of the assel, substantive substitution rights.
and whetlier the customer is entitled 1o substantially all of the economic benefits arising fron the use
of the asset during that period and can dominate the use of the asset.

@ Classification of lease

The Company, as a lessor. classifies the leases into operating leases and finance leases. When
classifying, the management of the Company needs to make analysis and judgment on whether all
risks and rewards related to the ownership of leased assels have been substantially transferred to the
lessee.

@ Lease liabilities

When the Company acts as the lessee, the lease liability is initially measured at the present value of the
unpaid lease payments on the start date gl" the lease term. When measuring, the present value of lease
payments, the Company estimates the discount rate used and the lease term of the lease contracts with
renewal oplion or termination option. When evaluating the lease term, the Company comprehensively

considers all relevant facts and circumstances that bring economic benefits to the Company's exercise
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of the option, including expected changes in facts and circumstances from the start date of the lease
term to the date on which the option is exercised. Different judgements and estimates may affect the
recognition of lease liabilities and right-of-use assets, and affect the profits and losses for subsequent
periods.

(3) Impairment of financial assets

The Company adopts the expected credit loss model lo evaluate the impairment of financial
instruments. The application of the expected credit loss model requires significant judgments and
estimates. All reasonable and reliable information, including forward-looking information, should be
considered. In making these judgments and estimates, the Company infers the expected changes in the
credit risk of the deblor based on historical data, combined with economic policies, macroeconomic
indicators, industry risks, external market environment, changes in customer conditions and other
lactors.

(4) Impairment provision on the inventory

According to the accounting policy of inventory, the Company measures at the lower of the cost and
net realizable value, and accrues the impairment provision on the inventory whose cost is higher than
the net realizable value and which is obsolete and unsalable. The impairment of inventory to net
realizable value is based on the assessment of the marketability of the inventory and its nef realizable
value, The appraisal of inventory impairment requires the management of the Company to make
judgment and estimation on the basis of obtaining conelusive evidence, considering the purpose of
holding inventory, the impact of events after the balance sheet date and other factors, The difference
between the actual result and the original estimate will affect the book value of {he inventory and the
acerual or reversal of the impairment provision on the inventory during the period when the estimate is
changed.

(5) Fair value of financial instruments

For financial instruments without an active trading market, the Company determines their fair value
through various valuation methods. These valuation methods include discounted cash {low model
analysis, etc. During the valuation. the Company needs to estimate the future cash flow. credit risk,
market volatility and correlation, and choose an appropriate discount rate. These relevant assumplions
are uncertain. and their changes will affect the [(air value of financial instruments. If the equity

instrument investment or contract has public quotation. the Company does not take the cost as the best
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estimate of its fair value.

(6} Impairment provision on long-term assets

At the balance sheet date, the Company judges whether there are signs of impairment on non-current
assets other than financial assets. For an intangible asset with uncertain useful life, in addition to the
annual impairment test, when there are signs of impairment, an impairment test is also conducted. For
other non-current assets other than linancial assets, when there is an indication that the book value is
not recoverable, an impairment test shall be conducted.

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

The net amount of fair value minus the disposal expenses shall be determined with reference to the
price of similar assets agreed in the sales contract or the observable market price minus the incrementat
cost directly attributable to the disposal of (hhe asset.

When estimating the present value of future cash flows, it is necessary to make a significant judgment
on the output, sales price, related operating costs and the discount rate used in the calculation of the
present value of the asset (or asset group). When estimating the recoverable amount, the Company will
use all available relevant information, including forecasts of production, sales price and related
operating costs based on reasonable and supportable assumptions.

The Company tests whether goodwill is impaired at least annually. This requires estimating the present
value of the future cash flows of the asset group or portfolio of asset groups to which goodwill is
allocated, When estimating the present value of future cash flows, the Company needs o forecast the
cash flows generated by the future asset group or portiolio of asset groups. and at the same time choose
an appropriate discount rate to determine the present value of future cash flows.

(7) Deprecialion and amortization

Alter considering the residual value of fixed assets and intangible assets, the Company accrues
depreciation and amortization according to (he straight-line method within the useful life. The
Company reviews the useful life regularly to determine the amount of depreciation and amortization
expenses to be included in each reporting period. The useful life is determined by the Company based
on the past experience of similar assets and the expected technology update. IT there is a significant

change in previous estimates, the depreciation and amortization expenses will be adjusted in the future,
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{8) Deferred 1ax assets

To the extent that there is probable fo be sufficient taxable profits to offset losses, the Company
recognizes deferred tax assets for all unused tax losses, This requires the management of the Company
1o use a lot of judgments to estimate the time and amount of future taxable profits. combined with tax
planning strategies, to determine the amount of deferred tax assets that should be reeognized.

(9) Income tax

In the normal operating activities of the Company, there are certain uncertainiies in the final tax
treatment and calculation of some transactions. Whether some items can be paid before the tax requires
the approval of the tax authorities, If the final recognition result of 1hese tax matters is different from
the initially estimated amount, the difference will affect the current income tax and deferred {neome
tax during the final recognition period.

(10) Accrued liabiiities

Aecording to the contract terms. existing knowledge and historical experience, the Company estimates
and makes corresponding provisions for product quality assurance, eslimated contract losses, and
penalties for Jate delivery, etc. When these eontingencies have formed a current obligation, and the
performance of these current obligations is probable to cause economic benefits to flow out of the
Company, the Company’s best estimate of the contingencies required to perform the relevant current
obligations shall be recognized as accrued liabilities. The recognition and measurement of accrued
liabilities largely depend on the judgment of the management of the Company. In the process of
making judgments, the Company needs to evaluate the risks, uncertainties, time value of money and
other factors related to these contingencies.

Among them, the Company will promise 1o acerted liabilities for the after-sale qualily mainienance
provided to customers for the sale. maintenance and renovation of the products sold. The Company’s
recent maintenance experience data has been considered when estimating Habilities, but the recent
maintenance experience may not reflect the future maintenance situation, Any increase or decrease in
this provision may affect the future profits and losses.

(11) Fair value measurement

Some assets and liabilities of the Company are measured at fair value in the {inancial statements.
When estimating the fair value of an asset or liability. the Company adopts the available observable

market data. H the first level input value cannot be obtained, the Company will hire a third-party
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qualified appraiser to perform the appraisal,

V Taxaftion

1. Main tax categories and tax rates

Tax categories

Tax rafes

Value-added tax

Urban maintenance &
construction tax

Educational surcharge

Local educational surcharge

Property tax

Urban land use tax

Corporale income tax

The output tax. for agent construction business and land business shall
be calculated at a simplified tax rate of 3% of taxable income. and the
oulput tax for other business shall be calculated at tax rate of 6%, 9%
or 13% of taxable income, and the value-added tax shall be accrued
and paid according to the difference after deducting the input tax
allowed to be deducted in the curent period.

Accrued and paid at 7% of the turnover tax actually paid.

Accrued and paid at 3% of the tumover tax actually paid.
Accrued and paid at 2% of the turnover tax actuatly paid.

Property tax includes ad valorem and rent-based tax, the ad valorem
lax rate is 1.2%, and the rent-based tax rate is 12%.

The annual tax payable for urban land use tax is rom RMB 4 to
RMB 12 per square meler.

See the table below for details.

(Continued)
Name of taxpayer Corporate income tax rate
Chonggqing Hechuan City Construction Investment (Group)
15%
Co., Lid.
Chongqing Hechuan Rural Agricultural Investment (Group) =0
15%
Co., L1d.
Chonggqing Hechuan Industrial Investment (Group) Co.. Ltd. 15%
Chonggqing Jingxu Industrial Co., Ltd. 15%
Other companies 25%

2. Tax preference

(1) Preferential policies for value-added tax

According to the “Notice of the Ministry of Finance and the State Taxation Administration on lssues

Concerning the Exemption of Value-Added Tax on Vegetables Circulation™ (Cai Shui [2011] No. 137),

Chongging Hechuan Student Education Development Co., Ltd. and Chongging I1echuan Shengxuan

7
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Farmers Market Management Co., Lid., the subsidiaries of the Company, meets the above conditions.
According to the “Announcement of the Ministry of Finance and the State Taxation Administration on
Continuiing the Promotion of Cultural Value-Added Tax Preferential Policies” (Announcement No. 10
[2021] of the Ministry of Finance and State Taxation Administration). from 1 January 2021 to 31
December 2023, the wholesale and retail of books shalt be exempted from the value-added tax. The
subsidiary Chongqing Heehuan Student Education Development Co., Lid. meets the above conditions.
(2) Preferential policies for corporate income tax

According to the “Notice of the Ministry of Finance and the State Taxation Administration on
implementing Preferential Tax Reduction and Exemption Policies for Smail and Micro Enterprises™
(Cai Shui [2019] No. 13}, the part of the annual taxable income of small and micro-prolit enterprises
that not exceeding RMB 1 million shall be included in the taxable income by 25.00%. and the
corporate income tax shall be paid at a tax rate of 20.00%; the part of the annual taxable income that
exceeding RMB 1 million but no more than RMB 3 million shall be included in the taxable income by
50.00%. and the corporate income tax shall be paid at a tax rate of 20.00%. According to the
“Announcement of the Ministry of Finance and the State Taxation Administration on Implementing
Preferential Income Tax Policies for Small and Micro Enterprises and Individual Industrial and
Commercial Households™ (Announcement No, 12 [2021] ol the Ministry of Finance and State Taxation
Administration), for the part of the annual laxable income of small and micro-profit enterprises that
does not exceed RMB 1 million, the corporaie income tax shall be halved on the basis of the
prefcrential policies stipulated in Article 2 of the “Notice of the Ministry of Finance and the State
Taxation Adminisiration on Implementing Preferential Tax Reduction and Exemption Policies [or
Small and Micro Enterprises™ (Cai Shui [2019] No. 13). The subsidiary Chongqing Hechuan Student
Education Development Co., Lid. meets the above conditions.

Aecording to the “Announccment on the Continuation of the Corporate Income Tax Policy for the
Western Development” (Announcement No. 23 [2020] of the Ministry of Finance, the State Taxation
Administration and the National Development and Reform Commission), from | January 2021 to 31
December 2030, the encouraged industrial enterprises in the western region shall be levied the
corporale income lax at a reduced rate of 15%. The Company and the subsidiaries including
Chongging Hechuan Rural Agricultural Investment (Group) Co.. Lid., Chongging Hechuan Industrial

Investment (Group) Co.. Lid. and Chongging Jingxu Industrial Co.. Lid. meel the above conditions.
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V1 Notes to the consolidated financial statements

(With respect to the following data disclosed in the Financial Statements, unless otherwise stated,

“Closing balance™ refers to the balance on 31 December 2021; “Opening balance” refers to the balance

on 1 January 2021; All amounts arc denominated in RMB unless othenwise stated.)

1. Cash and cash equivalents

Item

Closing balance

Oypening balance

Cash on hand
Bank deposits

Other cash and cash equivalents

500,793.66
4,001,638,045.81
322,549.857.51

693,601.72
6.000,039,891.94
128.658,844.34

Total

4,324,688,696.98

6.129.392.338.00

The details for restricted cash and cash equivalents are as follows:

ltem ¢ Closing balance l Opening balance | Reason for the restriction
Certilicate of time deposits 13,780.000.00 70,000,000.00 | Pledge
Security deposits 308.769.857.51 58,658.844.34 i Security deposits

Total 322.549.857.51 128.658.844.34

2. Notes receivable

(1) Notes receivable disclosed by category

ltem

Closing balance

Opening balance

Bank acceptance bill
Sub-total

Less: Bad debd provision

6,385,458.20
6.385,458.20

Total

6.385.458.20

3. Accounts receivable

(1) Accounts receivable disclosed by aging

Aging

Closing balance

Onpening balance

Wihin 1 year (including | year)

4.171.913.667.86
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Aging Closing balance Opening balance
1-2 years (including 2 years) 4,603,372.147.76 6,134,820,949.37
2-3 years (including 3 years) 6,130.878,783.53 4,769,656,289.38
3-4 years (including 4 years) 4.742,563,.803.38 3,655,0694,774.51
4-5 years {including 5 years) 3,341,088,929.63 1,356.774.857.10
Over 5 years 4,321,114,187.46 4,064,031,156.21
Sub-total 27.310,931,519.62 25.063,352,264.03
Less: Bad debt provision 22,791,376.38 17.880,079.82
Total 27,288,140,143.24 25,045,472.184.21

{2) Accounts receivable disclosed by accrual methad of bad debt provision

Closing balance

3ook balance Bad debt provision
Category
Prapostion Acerual Book vahe
Amount ](, Amount preportion
(%)

Accounts receivable
with single provision
for bad dcbts
Accounts receivable
with provision for a1 < - )
bad debts based on 27.310.931.519.62 100.00 | 22.791,376.38 0.08 27.288,140.143.24
the portlolio
Aging portlolio 48.605.608.99 0.138 4,350,362.76 9.36 44.055.246.23
Low-risk portlolio 27.262.325.910.63 99.82 | 18.241.013.62 0.07 27.244,084.897.01

Tetal 27.310.931.519.62 100,00 | 22,791.376.38 0.08 27.288.140,143.24
(Continued)

Opening balance
Book halance Badl debt provision
Calegory
Proportion Accrual Book value
Amount z,,, ) Amount propartion
70 (%)
Accounts receivable
with single provision
lor bad debts
Accounts reccivable
with provision for - - . hie ‘
bad debts based an 25.0063.352.264.03 100,00 | 17.880.079.82 0.07 25.045.472.184.2]
the portfalia
Aging portfolio 5(5,328.7580.29 2402 3.192.880.09 0.63 502,133.900.20
H
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Opening balance

Book balance Bad debt provision
Catepory
Proporion Acerual Book value
Amount l(,,/ ) Amount proportion
° (%)
Low-risk portfolio 24.358.023,483.74 9798 | 14.687.199.73 0.07 24.543.336.284.01
Total 23.063,352.264.03 100.00 | 17.880.079.82 0.07 25.045.472.184.21

1) Accounts receivable adopting the other method to make bad debt provisions:

Closing balance

Hem

Book balance

Accrual proportion (%)

Bad debt provision

Low-risk portfolio 27,262,325,910.63 0.07 18.241,013.62
Total 27,262,325.910.63 0.07 18.241,013.62
(3) Impairment provision on accounts receivable
Increase
Opening
ltem balance Business
Accrual Y Other Totul
combination
Accounts receivable with provision |
for had debts based on the portlolio 17.880,079.52 7.987.024.93 7.987.024.93 :
of credit risk characteristics i
Accounts receivable with single ’
provision Tor bad debis
Total 17.880.079.82 7.987.024.93 7.987.024.93
(Continued)
Peerease
Reversal Closing
Item due 1o the Business balance
Oftset | Write-ofT Lo Other Total
recovery of combination
asset value
Accounts
receivable with
provision for
bad delvs based 776.445.40 2.299,282,97 3.075.728.37 | 22.791.376.38 —
oh the pattlolio
of credit risk
characteristics
Accounts
receivable with
single provision
for bad debts
Total 77614540 2,299.282.97 3.075.728.37 | 22.791.376.38
75
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(4) Information of units with significant amounts of accounts receivable

Relationship Bad debt Proportion in
Name with the Book halance a "u.. Aging total ol accounts
Company provision receivable (%
v oal 1o Z lon-relate _ . Il
[C)]_lon‘__‘qm:g Hechuan Non |%I ted 13.406.519.820.13 6.460.535.14 W Il[.llll 3 49.09
istrict Finance Burecan pacty years
Chongqing Mechuan L
District Industrial Park N””}‘_lr“l'\‘,“c“ 10.753.575.932.34 |  10.386.063.61 | 2-3 vears 39.37
Management Commitlee party
Chonggqing Hechuan
1210 ile IO 1= 3
District Automobile Nowerelted |5 653500,109.35 | 1.376,865.19 | 2-3 years 10,70
Industry Development parly :
Center
Total 27.083,595.861.82 18.223463.94 99.16
4. Prepayment
(1) Prepayment disclosed by aging
Closing balance Opening balance
Aging Amount Proportion Amount Proportion
(%) (%)
Within 1 year {including 1 year) 102,685,891.12 23.88 352,808.913.56 70.46
1-2 years (including 2 years) 178,269.185.57 41.45 24,339.§22.52 3.0
2-3 years (including 3 years) 22.346,565.97 5.20 45.234.157.64 5.77
Over 3 years 126,754,523.85 29.47 162,213,693.18 20.67
Total 430.056,166.51 100.00 784,596,586.90 100.00
(2) Significant prepayments with aging over one year
Debtor Creditor Closing balance Aging Unsetiled reason

Chongging MHaike Traffic
Engincering Construclion
Co.. Lid.

Chongqing Zhongcheng
Yayuan Industrial Co..
Lid.

Chongqing Juxing
Industrial Co.. Lid.

Fishing Town
Sub-districl Office.
Hechuan Distriel.
Chongging

Chongqing llechuan
Mingi Construction
Development Co.., Lid.

Chonggqing Hechuan
Mingi Construction
Devetopment Co.. Ltd.

Chongqing Heehuan
Mingi Construction
Development Co.. Lid.

Chongging Hechuan
Tourism Development

Co.. L1d.

21.871.604.44

14.000.000.00

5.800.000.00

4..139.739.01
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Debtor

Creditor

Closing balance

Aging

Unsettled reason

Chongqing Heclhuan
Nanjin Real Estate
Development Co.. Lid.

Chonggqing Ping"an
Shengla Construction
(Group) Co., [d.

Choengqing Hechuan
Tourism Development
Ca.. L1d.

Chongqing Hechuan
Minqi Construction

Development Co.. 1.1d.

3.799.215.80

3.537.000.00

Owver 3 years

Yyears

2-3 years and over

Performanee not
yet Tulfilled

Project not vet
completed

‘Total

33,447.559.25

(3) The top five prepayments based on the closing balance

Name of company or portfolio Book balance P"OF’O""°" n [oloal of B‘ad .d?bl
prepayments (%) provision
Demolition and resettlement funds for
the relocation project of Caojie Shipping 31,193,682.47 7.25
and Power Generation Junetion
Guangzhou Zhongse Internet of Things 29.728.556.00 6.9
Co., Ltd.
Shenzhen Qianhai Choseal New - -
Material Technology Co.. Lid. 25.160.000.00 5.85
Guangzhou Zhonggi Trading Co., Lid. 23,105.000.00 5.84
Chongging Haike Traffic Engineering - .
Consiruction Co., Lid. 21.871.604.44 >-09
Total 133.058.842.91 30.94

5. Other receivables

[tem Closing balance Opening balance
Interests receivable
Dividends receivable
Other receivables 11.844,010,483.41 10,277.446,913.94
Total 11,844,010,483.41 10,277,446,913.94

(1) Other receivables disclosed by aging

Aging

Closing balance

Opening balance

Within 1 year (including 1 year)
1-2 years (including 2 years)
2-3 years (including 3 vears)

3-4 years (including 4 vears)

5.407,725.549.21
2,.895,760.444.31
2.008.,920.599.10

384.042.555.82

3.217,166.928.78
2,798.688.160.61
675.902.890.25
706.284.999.00
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Aging

Closing balance

Opening balance

4-5 years (including 5 years)
Over 5 years
Sub-total

Less; Bad debt provision

661,958.691.18
813.756,209.12
12,172,164,048.74
328.153.565.33

511.617,139.31
552,724.854.03
10,462,384,971.98
184,938.058.04

Total

11,844,010483.41

10,277,446,913.94

(2) Other receivables disclosed by nature

Nature

Closing batance

Opening balance

Security deposits

Receivables from government departments

Funds lending with related parties

Receivables from related parties

Receivables from non-related parties

Pelty cash

Funds lending with non-related parties
Sub-lotal

Less: Bad debt provision

111,267,275.96
6,353,020,928.89
1.461,593,398.67
2,133,168,204.87
1.833,396.555.44
392,382.24
279,325,302.67
12,172,164.048.74

328,153,565.33

160,155.014.34
6.186,245,039.37
645,031,365.04
402,767,177.86
2,118,083.394.19
316,284.41
949,786,696.77
10,462,384,971.98
184,938.058.04

Total

11,844,010,483 .41

10,277,446,913.94

(3) Impairment provisions on other receivables

llem
balance

Opening

Incrense

Accrual

Business
combination

Other

Total

Other receivables with provision
for bad debis based on the
portfolio of credit risk
characteristics

Other reecivables with single
provision for bad debts

111.051.561.34

73.886.496.70

133.107.218.33

12,083.288.96

133.107.218.33

12.083,288.96

Total

184.9538.058.04

145.190.507.29

143,190.507.29

{Continued)

Decrease

Reversal due
to the
recovery off
asset value

Item
Oftset

Write-ofT

Business
combination

Other

Closing balance
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Decrease

Reversal due

Item 10 the Business Closing balance
. Ofiset | Write-olt S Other Tatul
recovery of combination
assct value
Other
receivables

with provision
for bad debis
based on the
portfolio of
credit risk
characieristics

Other
receivables
with single
provision for
bad debts

1.975.000.00

1.975.000.00

244.158.779.67

83.994.785.66

Total

1.575.000.00

1.975.000.00

328.133.565.33

(4) Significant other receivables with bad debt provisions reversed or recovered in the current period

Reason for

Basis for determining

Amount of bad delt

Amount of’

Name reversal or the original bad debt provision accumulated reversal or
recavery provision before reversal or recovery recovery
Chongging Gaotai Real Collection of Provision for bad debts
Estate Development Co., . based an single major 1.975.000.00 | 39.500.000.00
the receivable | . = -
Lid. items
Total 1.975.000.00 | 39.500.000.00
(5) Details of accrual of bad debt provisions
The first stage The second stage The third stage
- . . Expected credit Expected credit loss -
Bad debl provision l \I?LCM] credit loss inthe entive | in the entire duration Toul
loss in (he next 12 . o R .
duration (no credit (eredit impairment
months oo
impairment) has occurred)
Opening balance 111.051.561.34 73.8806.496.70 184.938.038.04

Opening balance in the current
periad:

~Transler to the second stage
-Transter to the third stage
~Reversal to the second stage
-Reversal to the first stage
Accraal in the eurrent period
Reversal in the curremt period
Offset in the current period

Write-oft in the eurrent period

-156.701.27

133.263.919.60

136.701.27

11,926.587.69

1.975.0G00.00

143.190.507.29

1.975.000.00
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Bad debt provision

The first stage

The sccond stage

The third slage

Expected eredit
loss in the next 12
months

Expected credit
loss in the entire
duration {no credit
impairment}

Expecied credit loss
in the entire duration
(credit impairmem
has oceurred)

Toad

Other changes

Closing balance

244.158.779.67

83.994,785.66

(6) Top five other receivables based on the closing balance

Namne

Nature

Closing balance

Aging

Proportion in
total ol other

Closing
balance of bad

vreceivables debt provision
(%) prove
“hongqing Hechu: . -
glils?r]i%:] IIT]%jlllslri;lmll’l:lrk Receivable from the
government 1.861.724.303.64 | 1-3 vears 15.29 186.172.43
Management department d
Commitlee partine

Chongqing Hechuan
District Finance
Bureau

Chongging Hechuan
Distriet Automobile
Industry Development
Center

Chongging Hechuan
Chuanxin Construction
Engineering Co.. Lid.

Chonggqing [Hechuan
Hengehuang
Construction
Engineering Co.. Etd.

Receivable from the
government
department

Receivable from the
gavernment
depariment

Receivable from the
related party

Receivable from the
related party

1.697.066.196.65
vear
1.469.492.181.2g | Over
vears

1.137,179.733.93

818.248.341.17

Within i

Within 1
vear

1-3 yvears

13.94 1.179.994.02

12.07 1.091.756.47
9.34 132.885.23
6.72 1.850.435.98

Total

6.983.710.756.68

537.36 AA41.244013

6. Inventory

(1) Classification of inventory

[tem

Closing balance

Book balance

Impairment provision

Book value

Raw materials

37.976.921.53

Goods in stock

Revolving materials

52,388.776.35
175.021.95

Development costs

Including: Land use right

38.148.793.686.30
25,279,602.500.86
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Item

Closing balance

Book balance

Impairment provision

Book value

Consumplive biological assets

28,002.576.11

28,002,576.11

Total

38,267.336,982.24

38,267.336.982.24

{(Continued)

Item

Opening balance

Book balance

Impairment provision

Book value

Raw materials
Goods in stock
Revolving materials
Development cosls

Including: Land use right

2,586,550.93
470,525.404.05
32,600.60
37.689.258.823.06
25,595,913,158.41

2,586.550.93
470,525,404.03
32,600.60
37,689,258.823.06
25,595,913,158.41

Work in process-outsourced 190,849,156.24 190,849,156.24
Consumptive biological assels 27.307.315.33 27.507.315.53
Total 38,380.759,850.41 38.380.759.850.41

7. Other current assets

Item

Closing balance

Opening balance

Tax 10 be deducted

217.139,726.44

169.011,375.98

Total

217.159,726.44

169.011,375.98

8. Debt investiment

(1) Details of debt investment

lem

Book value

Chongqing Jinrun Industrial Ca., Lid.
Chongging Yuefa Commaodity Co.. Ltd.
Chongging Haotai Energy Co.. Lld.

Chongging Dingran Industry and Trade

Co., Ltd.

Closing balance
Book balance | Impairment provision
9.000.000.00 7.200,600.00
102.708.80 10,270.88
9.000.000.00 9.000.000.00
400,203.79 40.020.38
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Closing balance

ltem

Book balance

Impairment provision

Book value

Chongging Yufeng Textile Co., Lid.

Chongging Baoguang Automotive
Materials Co., Lid.

Less: Debt investment due within | year

57.459.78

1,814.87

5,745.98

181.48

51,713.80

1,633.39

- Total 18,562,187.24 16,256,218.72 2,305,968.52
(Continued}
Opening balance
Ttem
Book balance | Impairment provision| Book value

Chongging Jinran Industrial Co., Ltd. 9.000,000.00 4,500.000.00 4,500,000.00
Chongqing Yuefa Commodity Co., Ltd. 102,708.80 5.135.44 07.573.36
Chongging Haotai Energy Co., Lid. 9,000,000.00 9,000,000.00
Chongging Dingran Industry and Trade 400,203.79 20.010.19 380,193.60
Co., Ltd.
Chongging Yufeng Textile Co., Ltd. 57.459.78 2,872.99 54,586.79
S:?;ﬁj;;‘gcga‘ﬁga“g Automotive |.814.87 90.74 1.724.13
Less; Debt investment due within | year

Total 18,562,187.24 13,528,109.36 3,034.077.88

(3) Details of accrual of bad debt provisions

The first stage The second stage The third stage
. Expected credit Expected credit loss
c| Expected credit . . . . T
Bad debt provision pected ered loss in the entire | in the entire duration Fotal
loss in the next . \ . .
12 months duration {no credit {eredit impairmen
- impairment) has occurred)
Opening balance 28.109.36 4,500.000.00 9.000.000.00 | 13.528.109.36
Balance as of 1 January 2021 in the
current period:
<Transter 1o 1he second stage
=Transter o the third stage
-Reversal to the second stoge
-Reversal to the first stage
Accrual in the current period 2810936 2,700.000.00 2.728.109.36
Reversal in the current period
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The lirst stage The sccond slape The 1hird stage
3 . Expected credit Expected credit loss o
ad debt provisi Expected credit . . . . . h
Bad debt provision {_L. < i loss in the entire in the entire duration Fotal
loss in the next . . M
duration (no credit {credit impairment
12 months . .
impairment} has occurred)
Offset in the current period
Write-off'in the current period
Other changes
Closing balance 56.218.72 7.200.000.00 9.000.000.00 | 16.256.218.72
9. Long-term receivables
(1) Details of long-term receivables
Closing balance

Name

Book balance Impairment provision

Book value

Chongqing Hechuan District 714,580.000.00 1430,000.00 | 713.150.000.00
Finance Bureau
Total 714.580.000.00 1.430.000.00 713.150,000.00
(Continued)
Opening balance
Name

Book balance Impaitment provision

Book value

Chongqing Hechuan District 714.580,000.00 1430,000.00 | 713,150,000.00
Finance Bureau
Total 714,580,000.00 1.430,000.00 713.150,000.00
(2) Impairment provisions on long-term receivables
Inerease
Opening
bem balance Business
Acerual [ ° L Other Total
combination
Bagd debt provision of long-term receivables 1.430,000.00
(Continued)
Decrease
lem Reversal due Lo Business E,:?;T:%
the recovery of | Offset | Write-olt' » Other Total o
u COI'I'Ihll'Ilelﬂll

asset valae

Bad debt provision ol
long-term receivables

1.430.000,00
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(3) Details of accrual of bad debt provisions

Bad debt provision

The first
stage

The second
slage

The third stage

Expected
credit loss in
the next 12
months

Expected credit
loss in the
entire duration
{(no credit
impairment)

Expected credit
loss in the entire
duration {credit
impairment has
occurred)

Total

Cpening balance

OCpening balance in the current
period:

-Transfer to the second stage
-Transfer to the third stage
-Reversal (o the second stage
-Reversal to the first stage
Accrual in the cutrent period
Reversal in the current period
Offset in the current period
Write-ofl' in the current peried
Other changes

Closing balance

1.430,000.00

1,430.000.00

1,430,000.00

1.430.000.00
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11.0ther equity instrument investments

(1) Details of other equity instrument investments

ltem Closing balance Opening balance

Chongging Janhe Stone Powder Co., Lid. 13,782.880.00 13.637.900.00
Chongging Heyuan Environmental Protection 289.230.00 289,230.00
Co,, Ltd.

Chongqing Bisu Aulomabile Co., Lid. 30,000,000.00
Chongqing Hengxin Tianji Teehnology Co., [td. 34.000.000.00
C]]f)llg(]lllg Hechuan Light Textile Industrial 18.506.370.00 17.629.950.00
Park Co., Ltd.

Chongqing Yunfeng Building Matetials Co., 3,000.000.00 3,000,000.00

Ltd.
Shanghai Jundao Residentiai Industry Co., L1d.

Zhongke Runzi (Chongging) Energy Saving
Technology Co., Lid.

Zhongke Runzi Technology Co., Lid.

Chongqing Jialing River Lize Aviation
Developnent Co., Ltd.

Chongqing Yuandong Environmental Protection
Engineering Co., Ltd.

Chongging Hechuan Transportation Equipment
Manufacturing Industry Development Co., Lid.

BAIC Yinxiang Automobile Co.. Ltd.

Chonggqing Hechuan Luhai Construction Project
Management Co., Ltd.

Chonggqing Logistics Financial Services Co.,
Ltd.

60.120,100.00
17.451,720.00
92,865,940.00

600,000.00

50.000.00

14.907.180.15

50,759,840.00

15,124,340.00

600.000.00

1,000.000,00

84.935.619.01
15.000,000,00

50.000.00

15,000,000.00

Total

221.575.420.15

281.026.879.01
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12. Other non-current financial assets

ltem

Closing balance

QOpening balance

Classified as financial assets at fair valuc
through profit or loss

Including: Acquired loan claims
Trust guarantee funds

Equity instrument investments

131,203,548.21

60,164,069.04
24,719,479.17
46.320,000.00

125.855,569.04

78.299.569.04
17,556.000.00
30,000.000.00

Total

131,203,548.21

125,855.569.04

13. Invesiment property

(13 Investment property subsequently measured at cost

Item

House and building

‘otal

1, Original value

1. Opening balance

2. Increase

(1) Purchase

(2) Transfer from construction in progress
3. Decrease

(1) Disposal

4, Closing balance

1. Accumulated depreciation and amortization
1. Opening balance

2. Increase

(1) Accrual or amortization

3. Decrease

(1) Disposal

4, Closing balance

111. Impairment provision

1. Opening balance

2. Increase

3. Decrease

25,785.796.71
165.058.426.65
64,993.461.78
64,993,461.78
3.858,203.212.99

603.393,930.34
115.571,747.62
115,571,747.62
61,229,948.00
61,229,948.00
657.735.729.96

3,732.352,451 41
190,844,223.36
25,785,796.71
165,058.426.65
064,993.461.78
64,993.461.78
3,858,203,212.99

603,393,930.34
113,571,747.62
115,571,747.62
61,229.948.00
61,229.948.00
657,735.729.96

94

—F-240-



lem

House and building

Total

4, Closing balance
1V. Book value
]. Closing balance

2. Opening balance

3,200,467,483.03
3,128,958,521.07

3.200,467.483.03
3,128,958,521.07

14.Fixed assets

(1) Classification of fixed assets

Item

Closing balance

Opening balance

Fixed assels

Liquidation of fixed assets

917.748,655.68

207,434,785.54

Total

017,748,655.68

297,434,785.54
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16. Right-of-use assels

Item Office building Total
1. Original value
1. Opening balance 137.561.04 137,561.04
2. Incrcase
3. Decrease
4. Closing balance 137.561.04 137.561.04
11, Accumulated depreciation
1. Opening balancc
2, Increase 110,048.83 110,048.83
(1) Accrual 110,048.83 110,048.83

3. Decrease

4. Closing balance

1[1. Impairment provision
1. Opening balance

2. Increase

3. Decrease

4. Closing balance

IV, Book value

I. Closing balance

2. Opening balance

110,048.83

27,512.2]

137.561.04

110,048.83

27,512.21

137.561.04
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18.Goodwill

Name of the ) Increase Decrease )
: ° _ Opening Closing
investee or matlers balance Business ] balance
formed goodwill combination Other | Disposal | Other
Acquisition of the
subsidiary
Chongging Hechuan | 23,151.100.00 23,151,100.00
Zetong Water Co.,
Ltd.
Total 23,151,100.00 23,151,100.00
19. Long-term deferred expenses
Item Opening Increase Amortization Ot_her Closing
balance decrease balance
Decoration costs 262,234.49 210.827.80 189,095.00 283,967.29
Serviee charges of 450,000.00 450,000.00
financial leases
Software service
120,696.28 120,696.28
fees
Monitoring 25,882.00 18,271.50 7.610.50
equipment
Total 738.116.49 331.524.08 (57,366.50 412.274.07

20. Deferred tax assels & Deferred tax liabilities

(1) Deferred tax asset

s recognized

Item

Closing balance

Opening balance

Deferred tax
assels

Deductible
femporary
differences

Deferred tax
assels

Deductible
temporary
differences

Impairment provision on

assels

Changes in fair value o
other equity instrument
investments

63,804,006.30

r
98,204.96

384.036.167.46

592.819.85

35,217,880.83

2,385.040.00

215,912.150.88

9.740.160.00

Total

63.902,211.26

384.625.987.31

37,602.920.83

225.652.310.88

(2) Deferred tax liabi

lities recognized
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Closing balance

Opening balance

ltem Deferred tax mﬁ,ﬁﬂ% Deferred tax [eg?gggfy
liabilities differences liabilities differences
Changes in fair value of
other equity instrument 1,987.827.50 9.627,010.00 4,106.262.50 27,437,170.00
investiments
Total 1,987,827.50 9,627,010.00 4,106,262.50 27.437,170.00

(3} Details of unrecognized deferred tax assets

[tem

Closing balance

Opening balance

Impairment provision on assets

2,850,513.98

1,864,096.34

Total

2.850,513.98

1,864,096.34
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22, Shori-term borrowings

(1) Classification ol shorl-term borrowings

Condition Closing balance Opening balance
Pledge loan 100,000,000.00 150,000,000.00
Mortgage loan 123.000.000.00
Guaranteed loan 358.500,000.00 636,000,000.00
Credit loan 230,100.000.00 549,800,000.00
Interests payable 365,902.78
Total 813,965,902.78 1,385,800.000.00

(2) Details of short-lerm borrowings

‘Fermination Mortgage or
Borrower Lender Amount Start date date Cuwrrency guarantce
* situation
Hechuan City Minmctals
- . International Trast | 200.100.000.00 2021-12-9 2022-12-9 RMI3 Credit loan
Investment
Co.. Lid.
Hechuan City China Fp rne Guaranteed
y international Trust 99.000.000.00 2021-8-12 2022-8-11 RMB
litvestment loan
Co.. Lt
Hechuan China Everbright
Industrial Bank Co.. Ltd. 125.000.000.00 2021-2-4 022-2-1 RMB Mortgage loan
[nvestment Chongging Branch
Chanpging Three
Guotuoyuan Goracs Bank Co
Building ges " 100.000.000.00 | 2021-12-30 | 2022-12-30 RMB Pledge Toan
_. Ltd. Hechuan
Materials )
Sub-branch
Agricul‘lural
Development
Bank of China Guaranteed
Zelong Water Co.. Ltd. 9.500.000.00 2025-12-10 | 2022-12-6 RMDB ! ‘|0"ll'l
Chongging '
Hechuan
Sub-branch
Hehua China CITIC Bank Guaranteed
Development | Co., Lid. 200.000.000.00 | 2021-9-15 | 2022-9-14 RMB ‘k;m“
Investment Chongging Branch )
China CITIC Bank
Pharmaceutical Co.. Lid. < Guaranteed
Chongging 50.000.000.00 2021-9-16 2022-9-13 RiM
Health i loan
Nivong
Sub-branch
Pharmaceutical Zheshang Bank
) Co.. Ll 30.000.000.00 2021-8-16 2022-2-15 RMB Credit loan
Health . .
Chongging Branch
115
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Borrower

Lender

Amount

Starl date

Termination
dale

Curreney

Mortgage or
guarantee
situation

Total

$13.604.000.00

Note: Chongqing Hechuan City Construction Investment {Group) Co.. Ltd. is referred to as “Hechuan

City Investment™, Chongqing Hechuan Industrial Investment (Group) Co.. Lid. is referred to as

“Hechuan Industrial Investment”™, Chongging Guotuoyuan Building Materials Co., Ltd. is referred to

as “Guotuoyuan Building Materials”, Chongqing Hechuan Pharmaceutical Health  Industry

Development Co.. Ltd. is referred 1o as “Pharmaceutical Health®, Chonpqing Hechuan Zetong Water

Co.. Ltd. is referred to as “Zelong Water”, Chongqing Hehua Development Investment Co., Ltd. is

referred to as “Hehua Development Investment”. and Chongqing Hechuan Rural Agricultural

Investment (Group) Co., Ltd. is referred 1o as “Hechuan Rural Investment®, which are the same as

below,

(3) Details of pledge loan

Borrower

Loan balance

Information of pledge

Guotuoyuan Building Materials

100.000,000.00

Pledge of certificate of deposit of
Chongging Sanxia Financing
Guarantee Group Co., Lid,

Total

100,000.000.00

(4) Details of mortgage loan

Borrower

Loan balance

Information of morigage

Hechuan Industrial Investment

125,000,000.00

Land use rights

Total

125.000,000.00

(4} Details of guaranteed loan

Borrower

Loan balance

Guarantor

Hechuan City Investment
Zetong Water
Hehua Development [nvestment

Pharmaceutical Health

99.000,000.00
9.500.000.00
200.000.000.00
50,000.000.00

Hechuan Industrial Investment
Hechuan Rural Investiment
Hechuan City Investment

Hechuan Industrial Investment

Total

358,500.000.00
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23.Notes payable

(1) Delails of notes payable

Category Closing balance Opening balance
Bank acceptance bill 50,000.000.00
Total 50,000,000.00

24. Accounts payable

(1) Disclosure of accounts payable

ltem

Closing balance

Opening balance

Payables of project payments

Payables of goods

$02,314,359.51
179,114,563.58

740,711,547.59
454,378,111.89

Total

981,428,923.09

1,195,089,659.48

(2) Accounts payable disclosed by aging

Aging

Closing balance

Opening balance

Within 1 year (including | year)
1-2 years (including 2 years)

2-3 years (including 3 years)

407,530,741 .46
211,501,505.56

213.155.086.40

522,429.483.02
319,031,232.58

108.895,436.72

Over 3 years 149,241,589.67 244,733.507.16
Total 981,428,923.09 1,195.089.659.48
(3) Details of significant accounts payable with aging over one year
Name Closing balance Reason

Xinjiang Beixin Investment Construction Co..
Ltd,

Chongging International Trade Group Co.. Ltd.

Chongging Wenhai Construction Engineering
Co.. Lud.

China Construction Underground Space Co.,
Ltd.

Finance Office of the People’s Government of
Dashi Town

Xiaomian Town. Hechuan District. Chongging

355.314,444.87
40.230,427.99

22,000.000.00

20.867,927.06

14,833.576.40

11,094.117.00

117

—F-263-

Performance not yet fulfilled
Performance not yet fulfilled
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Performance noi yet fulfilled
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Performance not yet fulfilled



Name

Closing balance

Reason

Total

464,340,493.32

23. Advance from customers

(1) Details of advance from customers

ltem

Closing balance

Opening balance

Advance collection of rent

5,401,480.11

3,590,018.96

Total

5,401,480.11

5.590,018.96

(2) Advance from customers disclosed by aging

Aging

Closing balance

Opening balance

Within 1 year (including ) year)

1.869,101.12

3,313.166.52

1-2 years (including 2 years) 2,255,510.48 1,391,656.79
2-3 years (including 3 years) 578.551.43 885.195.65
Over 3 years 698.317.08

Total 5,401,480.11 5.590.018.96

26. Contract liabilities

Item

Closing balance

Opening balance

Within 1 year (including 1 year)
1-2 years (including 2 years)
2-3 years (including 3 years)
Over 3 years

Sub-total

Less: The part included in other non-current
liabilities

116,923,850.22
514,691.55
29.431.05
68.360,709.16
185,828.681.98

68.904,831.76

248,524,464.64

350,990.51

68,615,606.40

317.491.061.55

68.966,596.91

Total

116.923,850.22

248,524,464.64

27.Payroll payable

(1} Classification of payroll payable

ftem Opening balance

Increase Decrease

Closing balance

118
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ltem

Opening balance

Increase

Decrease

Closing balance

1. Short-term employee
benefits

2. Post-employment
benefits-delined
contribution plans

3. Termination benefits

1,771.371.97

86.863,826.69

8,780,028.62

251,812.84

§6.218.720.47

8,780,028.62

251,812.84

2.416,478.19

Total

1.771,371.97

95,895,668.15

95,250.561.93

241647819

(2) Short-term employee benefits

Item Opening balance Increase Decrease Closing balance
1. Salary, bonus, allowance 1.290,514.48 | 71.225:465.39 | 70,670,003.49 1.845.976.38
and subsidy
2, Employee welfare fees 425,159.56 { 2,920,031.08 3,112,730.82 232,459,82
3. Social insurance 684.16 | 5.707.389.49 | 5.703,050.51 5.023.14
pl'Cl]llLll"S
Including: Medical 1.06 | 5.080.752.59 | 5.076,520.68 4.232.97
msurance pl'e]'ﬂluln
Fark o IR
Work-related injury 683.10 | 59120680  591.099.73 790.17
nsurance p]'elnlllln
Maternity insurance 35.430.10 35.430.10
pt‘el‘nlllm
4, Housing funds 220.00 | 4,398.818.89 | 4.385.408.89 13.630.00
5. Union funds and 5479377 | 2,561.966.04 | 2,297.370.96 319.388.85
employee education fees
6. Other short-1érm benefits 50,155.80 30,155.80

Total 1.771,371.97 | 86,863,826.69 | 86,218,720.47 2.416,478.19

Note: Other short-term benefits refer to the commercial insurance and non-monetary benefits.

(3) Defined contribution plans

Item

Opening balance

Increase

Decrease

Closing balance

1. Basic endowment
insurance premium

2, Unemployment insurance
premium

8.412,122.82

367.905.80

8.412.122.82

367.905.80

Total

8,780,028.62

8.780.028.62

(4) Termination benefils
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Item

Payment amount for
the current period

Amount due and unpaid al the
end of the current period

Compensation for termination of labor
relationship of employees

251,812.84

Total

251,812.84

28.Taxes and surcharges payable

ltem

Closing balance

Opening balance

Corporate income tax
Individual income tax
Value-added tax

Property tax

Land appreciation tax

Land use tax

Stamp duty

Resource tax

Educational surcharge
Urban maintenance & construction tax
Local educational surcharge

Business tax

467,428,539.99
162,917.43
323,290,149.72
1,695,125.52
21,494,737.19
5.808,256.08
395.334.58
687,143.78
15,096,191.38
29,841.808.27
7,794.453.10
676,838.96

427,720,472.15
§7.845.48
313,675.238.80
1,695,125.52
21,494,737.19
5,808,256.08
1,494,336.18
741,490.42
17,090,286.56
35.750,345.43
7.268,756.76
93.431,494.96

Total

§74,371,696.00

926,258,385.53

29.0Other payables

(1) Classification of other payables

Closing balance

Opening balance

2.443.224,431.22

844,794.085.58
553,499.44
3,351,647,506.56

2.443.224,431.22

4,176.995.091.58

ltem
Interests payable
Dividends payable
Other payables

Total
(2) Interests payable

ltem

Closing balance

Opening balance

120
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{tem

Closing balance

Opening balance

Interests for long-term borrowings with interest
paid in installments and principal repaid at
maturity

Interests for corporate bonds

154,835,882.25

$89,958,203.33

Total

844,794,085.58

(3) Dividends payable

Hem Closing balance Opening batance
Other 553,499.44
Total 553,499.44

(4) Other payables disclosed by nature

ltem Closing balance Opening balance
Margin and deposit 715,550,882.33 679.020,710.72
General fund transactions 1,519,547,755.30 2.460.430,599.60
Funds lending 07,154,254.52 121,710,000.00

Other

110,971,539.07

70.486,196.18

Total

2,443,224,431.22

3,331.647,506.56

(5) Significant other payables with aging over one

year

Naime

Closing balance

Reason

China Gezhouba Group Co., Ltd.

Chongging Hechuan District People’s Hospital

Chongging Caixin Environmental Resources
Co., Ld.

Chongging Yinxiang Investment Development
Co., Lid.

Chongqing Hechuan District Land Resources
and Housing Administration Bureau

Chongging Hechuan District Industrial Park
Management Committee

Chongging Hechuan District Dongcheng New
District Development Office

Chongging Hechuan Mingcheng Construction
Development Co., Ltd.

440,365,208.34

49.656,100.20

42.805,863.01

25,676,615.35

17,922,107.00

10.572,500.00

4,057.549.46

3,000.000.00

Performance not yet
fulfilled

Performance not yet
fulfilled

Performance not yet
fulfilled

Performance not yet
fulfilled

Performance net yet
fulfilled

Performance not yel
fulfilled

Performance not yet
fulfilled

Performance not yet
fulfilled

—F-267 -



Name

Closing balance

Reason

Total

594,055,945.36

30. Non-current liabilities due within one year

ltem

Closing balance

Opening balance

Long-term borrowings due within 1 year
Bonds payable due within 1 year
Long-term payables due within 1 year

Lease liabilities due within 1 year

4,561,455.084.91
8,790,213,824.75
1,126,270,975.19

141,797.93

9,981,215,270.00
4,204,977,388.73
781,328.880.29
120,000.00

Total

14,478,081,682.78

14,967.,641,539.02

31.0ther current liabilities

(1) Details of other current liabilities

[tem

Closing balance

Opcening balance

Short-term bonds payable

4,127.874,790.81

4.365,325,423.94

Pending changeover outpul tax 13.360,864.42 30,504,138.92
Interests payable 1,050,410.775.27
Total 5,191,646,430.50 4,395,829.562.86

883
[38]
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(3) Details of pledge loan

Borrower

Loan balance

Pledge

Mingcheng Consfruction

Tourism Development
Tourism Development
Tourism Development

Hechuan Industrial Investment

Hechuan [ndustrial Investment

Hechuan Industrial Investment

Hechuan Rural Investment
Jiangcheng Water

Hehua Development investment

Pharmaceutical Health

575.000.000.00

620,000.000.00
171,250,000.00
145,010.000.00
650,000,000.00

202,000,000.00

11,300,000.00

199.990.000,00
132.300,000.00
712,100.000.00

£0,000,000.00

Accounts receivable pledged, and
guaranteed by Hechuan Rural
Investment

Accounts receivable pledged
Accounts receivable pledged
Accounts receivabie pledged
Accounts receivable pledged

Other receivables pledged, and
guaranieed by Hechuan City Investment

Other receivables pledged, and
guaranteed by Hechuan City Investment

Accounts receivable pledged
Accounts receivable pledged
Other receivables pledged

Charging right of public parking spaces
pledged ;

Total

3.498,950.000.00

(4) Details of mortgage loan

Borrower

L.oan balance

Mortgage

Hechuan City Investment

Hechuan City lnvestment

Hechuan City Investmeint

Mingcheng Construction

Ilechuan Industrial Investiment

Farmers Venture

lHechuan Rural Investment

Wutie Developmcnt

768.000.000.00
87.800.000.00

358.000,000.00

72.000,000.00

$86.000.000.00

112.720.000.00

209,100.000.00

175.000.000.00

—F-281-

Inventory - Land use rights
Inventory - Land use rights

Inventory - Land use rights, and
guaranteed by Hechuan Industrial
Investment ;

Inventory - Land use rights, and
guaranteed by Hechuan City Investment

Investment property - Houses and -
buildings, and inventory - Land use
rights

Inventory - Land usc rights, and
guaranteed by Hechuan Indusuial
Investment

Inventory - Land use rights

Inventory - Land use rights. and
guaranteed by Hechuan City Investment



Borrower

Loan balance

Mortgage

Pharmaceutical Health

433,000,000.00

Inventory - Land use rights

Total

3,131.620,000.00

(5} Details of guaranteed loan

Borrower

Loan balance

Guarantor

Hechuan City Investment

Hechuan City Investment
Hechuan City Investiment

Hechuan City Investment
Hechuan City Investment
Hechuan City Investment
Minqi Construetion

Heehuan Industrial investment
Shiyi Property

Hechuan Rural Investment
Guotuoyuan Building Materials

Jingxu Industrial

Hehua Development Investment
Wutie Development

Zonglian Huimao Logistics

Pharmaceutical Health

120,000,000.00
1.410,000.000.00

1,175.800,000.00

190,000,000.00
807,500.000.00
372.600,000.00
618,800,000.00
3.117.6030.000.00
5,000,000.00
2,778.032,620.00

200,000,000.00

32,690,000,00
773,895,474,00
1.147,450,000.00
229.387.586.99
369,130,000,00

Hechuan Industrial Investiment
Hechuan Industrial Investiment

Mingecheng Construction and Hechuan
Industrial Investment

Heehuan Rural Investment
Hechuan Rural Investment
Hechuan Industrial Investiment
Hechuan Rural Investment
Hechuan City Investiment
Hechuan Industrial Investiment
Hechuan City Investment

Hechuan Rural [nvestment and Hechuan
City Investment

Hechuan Rural Investment
Hechuan City Investment
Hechuan Rural Investment
Hechuan City Investment

Hechuan Industrial Tnvestiment

Total

13,347.885,680.99

(6) List of foreign currency long-term borrowings in original

eurrency and the exchange rate

Closing balance in

Closing balance in

ltem original currency Exchange rate RMDB
EUR 64.600,000.00 7.2197 466,392,620.00
Total 64.600.000.00 466.392.620.00
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35. Long-term payables

(1) Classification of long-term payables

ltem

Closing balancc

Opening balance

Long-lerm payables

Special payables

3.413.064,273.59
5,167,562,803.18

2.444,577,054.69
6,079,170,091.33

Total

8.580,927,076.77

8,523,747,146.02

(2) Details of long-term payables

ltem

Closing balance

Opening balance

CDB Development Fund Co., Ltd.

China Development Bank Financial Leasing Co.,
Lid,

CQRC Financial Leasing Co., Ltd.
Chongqing Xinyu Financial Leasing Co., Lid.

Chonggqing Hechuan Agricultural Investiment
Minglai Equity Investment Fund Partnership
(Limited Partnership)

China Agricultural Development Key Construction
Fund Co.. Ltd.

Jiangsu Financial Leasing Co., Lid.

Hubei Financial Leasing Co., Ltd.

Lanman Equipment Leasing (Shanghai) Co.. Ltd.
Ping An International Financial Leasing Co.. Ltd.

China National Foreign Trade Financial & Leasing
Co., Lid.

Chongging Yinhai Financing Leasing Co., Ltd.
Industrial Bank Financial Leasing Co.. Ltd.
Everbright Financial Leasing Co., Ltd.

Hiushi Financial Leasing Co., Lid.

Huarong Financial Leasing Co.. Lid.

Haitong Unitrust International Financial Leasing
Co.. Ltd.

China Universal Leasing Co.. Lid.

CCB Financial Leasing Co.. Lid.

—F-291-

80.480,000.00
416,987,748.28
354,023,038.55

415,246,932.08

432,000.000.00

$00,000,000.00

61.163,203.05
167.647.751.46
273.606,916.55

294.160,5717.08

158.735,105.87
81.000,000.00

56.355,331.73

L

237.775.000.00
74.385.374.09

80.480,000.00
532.427.513.51
328.199,097.75

200.149.332,95

432.000,000.00

800,000.000.00

79.759.214.88

42,891.317.13
41,547.409.03

285.544,974.65
56,576,650.96
106.791,315.78

135.000.000.00

103.293.265.46



ftem

Closing balance

Opening balance

Far East Intermational Financial Leasing Co., Ltd.

Shandong Huitong Financial Leasing Co., Ltd.

327.903,355.92
307.293.233.16

Mercedes-benz Financial Co., L1d. 52,680.96 158.042.88
Chongging Haisong Machinery Co., Lid. 519,000.00 1.087,800.00
Less: The part due within 1 year 1.126.270,975.19 781,328,880.29

Total 3,413,004,273.59 2.444.577.054.69

(3) Details of special payables

llem

Opening balance

increase

Decrease

Closing balance

Huatan arca project construction
Debi project funds

The relocation project fund of Caojic
Shipping and Power Generation

Junction

Projeet construction lunds for
primary and middle schools

Comprehensive treatiment project

Chongqing Hechuan District Finance
Bureau

Bond funds

Reconstruction project of National
Highway 212

Repurchase funds of Five Roads and
Two Bridges

Hechuan Ruishan Middle School
Road from Tuchang to Dongyang
Culture and Art Center project
Tunne! into the City project
Urban sewage trealment project
Zhaojiadu main project

Low-rent housing project

Public rental housing construction
project

Water plant and reservoir project

Fujiang Fourth Bridge construction
project

Embankment project in urban areas

865.269.742.46

5235.000.000.00

456.310.809.95

380.287.371.83
326.141.967.45
278.416.113.45
265.000,000.00

203.778.196.55

198.523.000.00

156.552.037.76
150.892.460.00
143.557.865.22
132,000.000.00
119.505.344.58
110.250.000.00

105.115.836.05
102.349.061,20
97.906.083.75
§8.709.212.00

86.460.096.53

[-6
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91-1.600.00

19.299.388.59

325.985.095.59

21722400

71.235.20

472.443.545.92

525.000.000.00

198.523.000.00

132.000.000.00

5.400.000,00

392.826.196.54

456.310.809.93

381.201.971.83

345.441.356.04

604.401.209.04

263.0600.000.00

203.778.196.55

156.552.037.76
150.892.460.00

143.557.865.22

119.503.344,58
110.250,000.00

103.333.060.05

102.420.296.40

92,506.083.75

88.709.242.00

86.-160.096.53



ltem Opening balance Increase Decrease Closing balance
of Hechuan
Land allocation lund $2.809.250.00 $2.809.280.00
Sewage treatment project 76,992.350.00 76.992.350.00
N : | ¥ o 1
Ln'|hm?!\lmnl ] ]m.sc [i renovation 67.000.000.00 67.000.000.00
{(Dongjintuo Section})
Gra_m depot relocation construction 59.058.550.00 50.058.550.00
projeet
/ 1 < oty a1
\ OCﬂlIOJ‘lE.Ii Lch.lc.atlon Center 55.033.728.01 55.033.728.01
construction project
Water supply and lifling project 52.894.386.08 60.616.3520.28 13.364.000.00 100,146.906.36
Binjiang Road project of Higher 16.894.085.00 46.894.085.00
Vocational Education City
Relogation and construction project .
ol the “Three Police Stations™ 46.170.000.00 46.170.000.00
[\:lodcm Agn.cullfu'al [ndustrial Pack 45.785.256.50 15.785.256.50
Yunmen Core Arca
Dongpintuo Riverside Park 43.165.010.00 43.165.010.00
Construction [unds of Liangting arca 42.828.950.00 -12.828.950.00
Public rental housing decoration fund 40.562.048.33 1.849.220.66 310.121.33 42.101.147.64

“Three Supplies and One Industny™
project

Funds translerred from Chongqing
Tianlu Mining Co.. Lid,

Zhitic Office

Hunying Mountain Qujiang waler
lifling project

Canstruction Tund of Yansan Road

Construction project of garbage
collection and transportation sysiesn

Project construction of Yibei Road

Subsidy for smoath trafTic in rural
areas

Tunnel into the City project
Weitong Road

Pipe network project

Sanxin H block demolition funds
Longxing Pig Farm

On-lending emergeney working
capital

34,719.827.78

13.450.000.00

32.798.496.39

29.838.300.00

26.805.121.80

22.600,000.00

19.370.252.30

18.000.000.00

15.634,187.02
15.000.000.00
12.530.000.00
11.610.660.00

10.000.000.00

10.000.000.00

147
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34.719.827.78

33.430.000.00
32.798.496.39
29.838,300.00
26.805.121.80
22.600,000.00
19.370.252.50
18.000.000.00

15.634.187.02
13.000.000.00
12.550.000.(:
11.610.660.00

10.000.000.00

10.000.000.00



ltem Opening balance Increase Decrease Closing balance
Bond funds - Creating a National
5A-level Tourist Attraction of 6.620.888.23 14.964.520.05 21.5385.408.28
Fishing Town project
Chongging Hechuan Culture and Art
Plaza underground parking lat 1.696.280,74 28.303.719.26 30.000.000.00
project
Chengnan Garbage Transler Station 10.000.000.00 10,000.000.00
Stock debt resolution funds 311.850.000.00 311.850.000.00
Ohher 327,257.204.17 {  192.800,228.42 219.288.372.93 300.769,059.66
Total 6.079.170.091.33 | 966.871.752.05 | 1.878.179.040.20 | 3.167.862.803.18

The reasons for decreases in the current period are as follows:

Note 1; According 1o the “Notice of the People’s Government of Hechuan District of Chongging on
Converting Local Government Bond Funds into Capital Reserve™, the local government bond funds of
RMB 525,000.000.00 allocated to the Company by the District Finance Bureau were converted into
capital investment, and transferred to the capital reserve of RMB 525.,000,000.00,

Note 2: According to the “Notice ol the People’s Government of Hechuan District ol Chongging on
Converting the Funds of Five Bridges and Two Roads into Capital Reserve”, the project funds of RMI3
198.523,000.00 allocated by the District Finance Bureau for the Five Bridees and Two Roads were
converted into capital investment, and transferred to the capital reserve of RMB 198.523,000.00.

Note 3: According to the "Notice of the People’s Government of Hechuan District of Chongging on
Transferring the Funds of the Tunnel to City Project into Capital Reserve”, the project funds of RMB
132,000.000.00 allocated by the District Finance Bureau for the Tunnel to City Project were converted
into capital investment, and transferred to the capital reserve of RMB 132,000,000.00.

Nole 4: According to the “Notice of the People’s Government of Hechuan District of Chongging on
Converting Stock Debt Resolution Funds into Capital Reserve”, the stock debt resolution funds of
RMB 311.850,000.00 allocated by the District Finance Burean were converted into capital investment,

and transferred to the capita) reserve of RMB 311,850,000.00.

36. Accrued liabilities

ltem Closing balance Opening balance

Three categories of personnel future liabilities 194,658,136.51

Estimated one-time compensation 11,576.300.00
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ftem Closing balance Opening balance

Total 206,234,436.51

Note: According to the 1o the relevant agreements signed by Chongging Tianfu Mining Co., Ltd..
Chongging No. 4 Transformer Factory and the Company. coal-refated assets (land, real estate, and
gangue) that were no longer used for production and operation were transferred to the Company, and at
the same time, the expenses in the next few years and other one-time compensation liabilities of the
family members of the threc categories of casualties, illnesses, and iwork-related deaths were
vansferred to the Company. According to the actuarial report jssued by Wills Towers Watson
Management Consulting (Shenzhen) Co., Ltd. Shanghai Branch, the estimated cost of the {family
members of the three categories of casualties, illnesses. and work-related deaths in the next few years
was RMB 195,810,000.00, which was included in the accrued liabilities, and RMB 1,151,863.49 was
paid to the family members of three categories of personnel to offset the accrued liabilities in the
current period, The estimated other one-time compensation was the water supply fee during the
transition petiod of “Three Supplies and One Industry” in Sanhui Town, the water delivery fee and
pipe network in Yanjing Street, and the improvement pipeline network engineering fee in Yanjing

Street, totaling RMB 11,576.300.00, whieh was included in the accrued liabilities.

37. Deferred income

(1) Details of deferrcd income

i Opening . Decrease: Recorded into Decrease: - i
ftem balance tncrease the current profit and loss Return Closing balance
Government grans 24.449.750,00 24.449.750.00

Total 24.449,750.00 24.449,750.00

(2) Deferred income from government grants

Amount Amount Related to
. . . e
Opening ) recorded into | recorded Other Closing .
Item Increasc X . X = assel or
balance non-aperating{ into other | change balance heame
income income
Water pumping project of]
Qujiang in Huaving 22.649.750.00 22.619.750.001  Asset

Mountain

Subsidy Tor Longshi
Town Palished Rice 1.800.000.00 1.800.000.00]  Assct
Processing Faclory

i9
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Amoun Amount
. . ) . Related to
Opening ) recorded into | recorded Other Closing
ltem = Increase X . = asset or
balance non-operating! into other [ change balance -
. . income
income income
Total 24.449.730.00 24.449.750.,00

38. Other non-cwirent liabilities

ltem

Closing balance

Opening balance

Contract liabilities

Pending changeover oulput (ax

$8,904,831.76
6,152,463.82

68.966,596.91
6,175,404.58

Total

75.057,295.58

75,142,001 49

39. Paid-in capital

Name of investor Opening balance Increase | Decrease Closing balance
Chongging Hechuan District
State-owned Assets 4,919,520,000.00 4,919,520,000.00
Management Center
Total 4,919,520,000.00 4.919,520.000.00
40. Capital reserve
Item Opening balance Increase Decrease Closing balance
1,599,879.373.32 | 1.352,356,075.64 46.916,766.86 ;  2,905318.682.10

Capital premium

Other capital
reserve

27.616.250.399.36

224,782,099.91

569,112,361.70

27,271.920,137.57

Total

29,216.129,772.68

S577.138,175.55

$16,029,128.56

30,177,238,819.67

The events Tor increases of capital reserve:

Note 1: According to the “Reply of the People’s Government of Hechuan District of Chongqing on

Matters Related 1o Approving the Equity Transfer” (Hechuan Fu [2021] No. 88). it was agreed 10

(ransfer 80% equity of Chongging Hechuan Pharmaceutical Health Industry Development Co., Ltd.
quity 2qing Y {

(hereinalter referred to as “Pharmaceutical Health™) held by the District State-owned Assels

Management Center al the book value of the audited net assets on 31 August 2021 1o the Company for

free. On 31 August 2021, the book value of 80% of the audited net assets of Pharmaceutical Health
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was RMB 586.784,361.70, and the capital reserve was increased by RMB 586.784,361.70.

Note 2: According to the “Reply Letter of Chongging Hechuan District State-owned Assels
Supervision and Administration Commission on Approving the Transfer of Chongging Hechuan
District Sericulture Business Department to Chongging Hechuan Rural Agricultural Investment
(Group) Co.. Lid. for Free” (Hechuan Guo 71 [2021] No. 5), it was agreed to transfer Chongging
Hechuan District Sericulture Business Department to the Company for fice. The value of net assets of
Chongging Hechuan District Sericulture Business Department was RMB 75,806.47 on the
combination date, and the capital reserve was increased by RMB 75.806.47.

Note 3: According to the “Implementation Plan for the Integration of Water Supply Projects in
Hechuan District” (Hechuan Fu Ban [2020] No. 17) and the receipt paper of electronic ofticial
documents of the People’s Government of Hechuan District of Chongqing, it was agreed to transfer the
physical assets of the water plant and pipe network in Shitan Town and the assets of the water plant of
Nong’an Company to Chongqing Hechuan Zetong Water Co.. L1d, for free, resuiting an increase of the
capital reserve by RMB 59.007.708.00.

Note 4: In the current period. the subsidiary Chongging liangcheng Water Co.. Lid. acquired
Chongging Hechuan District Ligang Waterworks and Chongging Guandu Waterworks, Some of the
assets of the two waterworks were financially invested by the People’s Government of Guandu Town,
Hechuan District, Chongging. The fair value of the assets invested by the plant shall be paid, and the
fair value of the assets belonging to the financial input of the People’s Government of Guandu Town,
Hechuan District, Chongging, with an amount of RMB 948,766.00 was ransferred to the subsidiary
Chongging Jiangcheng Water Co.. Lid. for [ree, increasing the capital reserve by RMB 948.766.00.
Note 5: According to the “Notice of Chongging Hechuan District Finance Bureau on Clearly Injecting
RMB 209 Million of Capital into Chongging Hechuan Wutie Development Invesiment Co., Lud.”, a
total of RMB 209,235,774.00 of special payable funds allocated by the District Finance Burean in
2021 was used as capital injection, increasing the eapital reserve by RMB 209,235,774.00.

Note 6: According 1o the “Notice on Distributing the Registered Capital of Pharmaceutical Health”
(Hechuan Cai Chou Chan Jin [2021] No. 7). Chongqing Hechuan District State-owned Assels
Supervision and Administration Commission has injected capital of RMB 140.000.000.00 into
Pharmaceutical Health, and increased the capital reserve by RMB 140.000,000.00,

Note 7: According to the “Chongging Energy Group's Handover Agreement for Remaining [ssues of
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Eliminating Coal Outdated Production Capacity™, the value of the transferred assets was RMD
207.796,381.00, the value ol the transfeired liabilities was RMB 207,386,300.00, and the difference of
RMB 410,081.00 was included in the capital reserve, increasing the capital reserve by RMB
410,081.00.

Note 8: According to the “Notice of the People’s Government ol Hechuan District of Chongging on
Converting Local Government Bond Funds into Capital Reserve”, the local government bond funds of
RMB 525,000,000.00 allocated 1o the Company by the District Finance Bureau were converted into
capital investment, and the capital reserve was increased by RMB 525,000,000.00.

Note 9: According to the “Notice of the People’s Governinent of Hechuan District of Chongging on
Converling the Funds of Five Bridges and Two Roads into Capital Reserve™, the project funds of RMB
198,523,000.00 allocated by the District Finance Bureau for the Five Bridges and Two Roads were
converted into capital investment, and (he capital reserve was increased by RMB 198,523.000.00.

Note 10: According to the “Notice of the People’s Government of Hechuan District of Chongqing on
Transferring the Funds of the Tunnel to City Project into Capital Reserve”, the project funds of RMB
132.000,000.00 allocated by the District Finance Bureau for the Tunnel to City Project were converled
into capital investment, and the capital reserve was increased by RMB 132,000,000.00.

Note 11: According to the “Notice of the People’s Government of Hechuan District of Chongging on
Converting Stock Debt Resolution Funds into Capital Reserve”, the stock debt resolution funds of
RMB 311,850,000.00 allocated by the District Finance Bureau were converted ino eapital invesiment,
and the capital reserve was increased by RMB 311 .850,000.00.

The events for decreases ol capital reserve:

Note 12: According to the “Reply of the People’s Government of Hechuan District of Chongging on
Matters Related to Approving the Equity Transfer” (Hechuan Fu [2021] No. 88). it was agreed to
transfer 60% equity of Tianyu Star held by the Company at the book value ol the audited net assets on
31 August 2021 to Chongging Jiafurui Enterprise Management Co., Lid. for fice. resulting in a
decrease of the capital reserve by RMB 73,027.252.69.

Note 13: According to the “Reply of the People’s Government of Hechuan District of Chongging on
Approving the Free Transfer of Relevant Equity Assets” (Hechuan Fu [2021] No. 91), it was agreed o
transfer 10% equity of Chongqing Hengxin Tianji Technology Co., Ltd. held by the Company at the

book value to Chongging Jiafurui Enterprise Management Co. Ltd.. resulting in a decrease of the
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capital reserve by RMB 34,000.000.00.

Note 14: According to the “Reply of the People’s Government of Hechuan District o Chongging on
Approving the Free Transfer of Relevant Equity Assets” (Hechuan Fu [2021] No. 112). it was agreed
to transfer the equivalent of RMB 479,757,109.01 of other receivables from Tianyu Star to Chongqing
Jiafwrui Enterprise Management Co., Ltd. for free after deducting the equity value of Tianyu Star and
Chongging Hengxin Tianji Technology Co., Ltd. from the equity vatue transferred to Pharmaceutical
Health, resulting in a decrease of the capital reserve by RMB 479,757,10%.01.

Note 15: According to the approval from the People’s Government of Hechuan District of Chongging
to the subsidiary Hechuan Industrial [nvestment, the subsidiary Hechuan Industrial lnvesiment was
approved to directly cancel one land with a book value of RMB 29.244,766.86. Hechuan industrial

investment cancelled it in the current period, resulting in a decrease of the capital reserve by RMB

29,244,766.80.
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42, Special reserve

ltem Opening balance Increase Decrease Closing balance
Safety production cosls 35,268.70 8.198.02 27.070.68

Total 35,268.70 8.198.02 27.070.68
43. Surplus reserve

Item | Opening balance Increase Decrease Closing balance

Statutory surplus reserve

467,671,399.01

| 21.056.033.25

Transfer from other
comprehensive income

accumulated in the previous | 5 400.000.00

period of disposal of other
equity instrument
investments

488,727.432.26

2,400,000,00

"otal 467.671,399.01 | 2

WJ

wn

456,033.25

491,127,432.26

44, Retained earnings

Htem

2020

Opening balance of retained earnings before
adjustments

Add: Total amounts ol adjustments (increase “+”,
decrease ")

Opening balance of retained earnings after
adjustments

Add: 1. Net profit for the current year atiributable 1o
owners of parent company

2. Other transfer
Less: 1. Accrual of statutory surplus reserve
2. Turn over income from state-gwned assels

3. Other decrease

Closing balance of retained earnings

-29,131,916.35

5,172,581.397.06

586,852,647.44

21,600,000.00
21,056,033.25
207,312,600.00

5.552,665,411.25

4,830.528.470.18

14,318,936.64

4,844,847.4006.82

665.247.573.36

28.461,033.07
279,336,618.86
584.014.84
3.201,713,313.41

Note: “Other transfer” refers to the accumulated changes in fair value transferred into retained earnings

after the equity investments accounied for as other equity instrument investments w

for free.

o
W
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45. Operating revenues & Operating cosls

industry

2021

2020

Revenue

Cost

Revenue

Cosl

Sub-lotal of main
business

1. Land business

2. Agent construction
business

3. Resettlement
business

4, Sales of goods
business

5. Gravel business

G. Water supply
business

7. Labor dispatch
business

8. Garbage transfer
business

9. Cateting business
10. Media business
11. Other

Sub-total of other
business

1. Lease business

2. Transfer ol houses
and buildings

3. Installation business

4, Other

4,860,252,467.36
2,063,764,477.35

1,040,719,564.64

858,146,155.75

751,859,042.91

92,710,607.91

15,476.489.12

10,895.507.98

3.549.410.16

2.853,9406.00
205,770,738.08
103,466,895.84
76.954,074.78

13,603.823.78
11,745,943.68

20,277.265.54

3,997,966,971.88
1.507,230,550.95

900,504,119.35

746,214,048.48

719,108,944.58

71,210,865.28

27,205,694.79

14,754,035.73

7,477.730.84

3.047,842.41

1,213,139.47
155.427.425.95
135,820,678.04
6.509,412.37

3.379.957.56
9.717.377.98

6,520.672,366.64
3,100,828.418.26

1,457,798,977.90

1,820,483,484.51
107,446,822.29

22,285.401.49

2.205,263.99
7.009.356.42
2,614,611.78

74,534,221.47

49,322,271 .42

13,925,920.57
11,286.029.48

5,708,372,200.82
2,533.661.560.03

1.279.953,720.60

1,771.774.516.54
91,699,782.08

23.623.832.71

1,831.274.43
3.169,058.78
658,455.65

128.480.251.36

122,154,728.22

2,449.339.78
3,876.183.3

Total

5.066,023,205.44

4,153.394,397.83

6,593.206,588.11

5.836,852.452.18

46, Taxes and surcharges

ltem

2021

2020

Properly tax
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ltem

2021

2020

Land appreciation tax
Land use tax

Stamp duty

Vehicle and vesse! use tax
Resource tax

Educational surcharge

Urban maintenance & construction tax

Local educational surcharge

59,158,895.89 .
3.303,731.60
360.00
3.477.210.72
1,603,276.68
3,707,727.78

1,058,833.75

10,852,840.84
50.027.960.57
3.192.913.10
180.00
3.932,368.38
3,034,007.62
7.084,779.75

2,023,163.70

Environmental prolection lax 20,984.21 11,600.99
Tolal 90,952,126.36 101,038,152.62
47, Selling expenses
ltem 2021 2020
Employee benelits 2.441,863.93 1.650.073.50
Book distribution fees 1.769.880.69 778,998.12
Professional agency service lees 500,903.77 40,200.00
Transportation lees 420,138.30
Labor Tees 400,385.03 330,707.38
Advertising fees 217.376.13 90.911.22
Travel expeinses 216,588.78 181,390.07
Amortization of intangible assels 141.301.68 139,132,12
Server use [ees 84.232.80 48.345.82
Freight insurance premiums 53,778.06 112.693.91
Service charges 37.735.84 158.856.54
Business enterlainment expenses a 21.570.00 23.070.00
Other ‘ 74.425.67 29.181.74
o Total | B 5.960,042.38 4.012,700.72
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48. Adminisirative expenses

Item

2021

2020

Employee benefits

Depreciation and amortization expenses
Office, conference and travel expenses
Professional agency service fees

Labor fees

Transportation fees

Water. electricity and postal charges

71,835,895.55
25.459,592.57
9.544,509.19
4.423,173.22
3,596,030.93
1.339,873.42

1,023,215.86

63.153,727.32
16,974.452.48
9,922,927.27
4,684,991.22
1,571,800.29

1,297,464.69

1,855,300.02

Asset repair and maintenance lees 877.011.95 1,1696,700.47
Security and property management fees 852,948.02 }.065,557.55
Business endertainment expenses 727.708.66 979,229,335
Litigation costs 484,197.04 728.893.52
Promotion fees 397.104.28 457,926.76
Communication fees 313,897.58 218,300.13
Low-value consumables 80.,370.14 | 272.597.34
Decoration costs 48,504.00 47.004.00
Start-up fees 990,352.60
Fuel cosls 48,837.70
Lease fees 399.766.00
Other 4,152,276.95 6.748,344.59

Total 125.156.309.36 | 112,614,173.30
49. Financial costs

ltem 2021 2020

Interest cxpenses

[.ess: Interest income

—F-304-
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Hem

2021

2020

Net interest expenses
Exchange losses
Less: Exchange gains
Net exchange losses

Bank service charges

373,449,583.68
645,060.00
97,102,846.81
-96,457,786.81
3,371,758.68

163.201,405.93
13,533,700.00
135.874,736.91
-122,341,036.91
2.884,494.99

Financing charges 23,582,410.20 6,286.249.74
Total 303,945,965.75 50,0531,113.73
50. Other income
(1) Details of other income
[tem 2021 2020

Government grants related to daily activitics

429,700,165.135

237,520,949.38

Value-added 1ax reduction 76.,499.36
Refund of service charge for withholding
individual income 1ax 1.752.01

Total 429,778,416.52 237,520.949.58
(2) Government grants recorded into current profit and loss

Hem 2021 2020
Operating subsidy 429,615.680.75 237,441,653.00
Job stabilization subsidy 34.484.40 79,296.58

Total

429,700,165.15

237.520,949.58

The main subsidies in the current period are as follows:

Note 1: According 1o the “Notice of Chongqing Hechuan District Finance Bureau on the Issue of the

Budget for Financial Subsidy Funds”. a subsidy fund of RMB 80 million was allocated o the

subsidiary Chongqing Hechuan Rurai Agricultural Investment (Group) Co., Ltd. in the current period.

Note 2: According 1o the “Notice of Chongging Hechuan District Finance Bureau on the Issue of the

Budget for Financial Subsidy Funds®, a subsidy fund of RMB 240 million was allocated to the

subsidiary Chongging Hechuan Industrial Investiment (Group) Co., Ltd. in the current period.

Note 3: According to the Notice [rom Chongging Hechuan District Finance Bureau. the amount of
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RMB 37 million allocated by Chongqing Hechuan District Finance Bureau to the subsidiary
Chongging Hechuan Wutie Development Investment Co., L1d. in 2021 was used as a financial subsidy
in2021.

Note 4: A development fund of RMB 15 million was allocated by Chongqing Hechuan District
Finance Burcau to the Company in the current period.

Note 5: According to the “Notice of Chongging Hechuan District Finance Burcau on the Issue of the
Budget for Financial Subsidy Funds”, a subsidy fund of RMB 20 million was allocated to Chonggqing
Hechuan Tourism Development Co., Ltd. for its daily operation in the current period.

Note 6: According to the “Notice of Chongqing Hechuan District Finance Bureau on the Issue of the
Budget for Financial Subsidy Funds™, a subsidy fund of RMB 13 million was allocated 1o Chongqing
Hehua Development Investment Co., Ltd. for its daily operation in the current period.

Note 7: According to the “Notice of Chongging Hechuan District Finanee Bureau on the Issue of the
Budget for Financial Subsidy Funds”, a subsidy fund of RMB 21.60 million was allocaied to

Chongqing Hechuan Pharmaceutical Health Industry Development Co., Lid. for its daily operation in

the current period.

51. Investment income

Item 2021 2020
}nvestmenl uu:onl]e ﬁ‘C.)III long-term equity 34.807.987.58 2.865,138.25
investment under equity method
Investment income from available-for-sale '
financial assets during the holding period 10,691.590.64
]nwlestmenl income ﬂ'om_dlsposal of -1.307.884.78
available-for-sale financial assets
Galps arising from remeasurement of remaining 8.207.522.63
equity at fair value after loss of control

Total 43,105.510.21 6.518.567.61

52, Credit impairment loss

ltem 2021 . 2020

Impairment loss of accounts receivable -7.210.579.53

160
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ltem

2021

2020

Impairment loss of other receivables

Credit impairment loss of debt investment

-143,215,507.29

-2,728,109.36

Total

-153.154,196.18

53. Impairment loss on assets

Hem

2021

2029

Impairment foss of consfruction in progress

Bad debt provision

-18,255,521.01

20,822,924.53

"olal

-18.,255,521.01

29.822,924.53

54. Gains from disposal of asseis

[tem

2021

2020

Gains from disposal of non-current assets

-3.597,742.75

4

(V¥
WLl
2

26,276.7

Total

-3,597,742.73

26,276.733.42

55. Non-operaling income

(1) Details of non-operating income

Item 2021 2020
S:Sg:: from damage and scrapping of non-current 37.400.00
Including: Fixed assets 37.400.00
Deonation accepted §8.475.14
Government grants not related to daily activilies 38.888.42 8.448.10
Liquidated damages and compensation 1,424,919.98 }.347.745.02
Overcharged electricity fees 782.398.00

The part that the share of net assels is greater
than the consideration paid when purchasing
equity not under commen controf

Other

12,417.53

205.384.14

178,550.62

Total

2.519.883.21

L

4.130.202.42

16}
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(2) Details of govermment grants not related to daily activitics

2021 2020
Related
lem Recorded Written Recorded Writlen | to assct
into Recorded into down into Recorded into down or
non-operating | other income costs and | non-operating | other income | costs and | income
income expenscs income eXpenses
Opcrating 429.615.680.75 237.441.653.00 Income
subsidy
Jab
stabilization 84.484.40 79.296.58 Income
subsidy
3 - .
Poor labol 38.888.42 $.448.10 Income
subsidy
Total 38.888.42 | 429.700.165.15 8.448.10 | 237.520.919.58
56. Non-operating expenses
Item 2021 2020
osses from damage and scrappin e e |
Losses from damage ¢ pping of 448.526.55 | $7.840.26
non-cuerent assets
Including: Fixed assets 448,526.55 87,840.26
Penalijes and overdue fines 16.810,191.05 438,342.02

Donation expenditure
Sponsorship expenditure

Other

3,149.215.39
200,000.00
2,172,602.66

4.248,154.16

567,107.43

Total

22,780.535.65

5.341,443.87

57. Income tax expenses

ltem

2021

2020

Current income 1ax expenses

Delerred income tax gxpenses

123,351.493.29
-29.160.946.21

113,706.274.39
0.,005.076.24

Total

94,190,547.08

119,711.350.63

162
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30, Relevant information of the consolidated statement of cash MMows

(1) Other cash receipts relating to operating aclivities

Item

2021

2020

Current accounts with government

Margin and deposit

1,949,925.663.71

241,531,416.37

2,799,798,055.45
160,169,893.99

Government grants 429,739,053.57 239,329.397.68
Current accounts 6,180,003,006.80 6.738.196,926.77
Other 40,502,209.71 36.267,984.53
Total 8,841,701,350.16 9,973,762.258.42
(2) Other cash payments relating to operating activities
Item 2021 2020

Current accounts with government
Margin and deposit
Expenses paid by cash

Current accounis

1,615,295,941.80
70,452,855.70
57.483,994.48

6,832,329,574.73

1,821,110,879.44
87.259.378.55
37,199.574.43

5,956,337.416.10

Other 25.704,114.87 12,257,732.54
Total 8.601,266,481.58 7,914,164,981.12
(3) Other cash receipts relating to investing activities
ltem 2021 2020
Recovery of other lendings and debt investments 14,070.732.24 391,948.313.78

The difference between the consideration paid
for combined enterprises nol under common
control and transferred enterprises and the cash
and cash equivalents obtained from the investee

8.897,366.73

Tolal 22,968.098.97 391,948.313.78
(4) Other cash payments relaling to investing activities

Item 2021 2020
Lendings and debt investments 1,674,093,398.67 1.301.626,738.92

Net cash paid for loss of contro] over
subsidiaries

27,727621.31

11,271.777.83

Total

1,701.821.019.93

1.312.898.516.75
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(5) Other cash receipts relating to financing activities

ltem

2021

2020

Loans {rom non-bank financial institutions and
enlities

Release of pledged certificates of deposits
Principal received from finance lease
Capital funds for projects

Funds for debt resolution

272.500,000.00

2,428,771,611.17
247.246,856.14
361.850,000.00

121,710,000.00

300,000,000.00
93,000.000.00
132,556,365.96

Total 3,310,368.,467.31 647,266,363.96
(6) Other cash payments relating to financing activities
flem 2021 2020

Financing charges
Repayment to non-financial institutions
Finance leases

Bank acceptance bills deposits and time
certificates of deposits pledged

Other

186,994.263.58
116,843,412.32

1.184,284,315.60

9,350.061.92

129,824,311.66

j—

.566,995,769.63
1.045.884,803.69

50,000.000.00

14,614.240.48

Total

1,497,472,053.42

2.807,319,125.46

60. Supplemental information of the consolidated statement of cash flows

(1) Information on adjusting the net profit to net cash fows generated

according to the indirect method

[rom operating activities

ltem 2021 2020
1. Reconciliation between net profit and net cash
flows generated from operating activities:
568.039.631.05 669.874.578.60

Net profit
Add: Impairment provision on assels
Credit impairment loss

Depreciation of fixed assets, depletion of oil &
oas assels and depreciation of productive
biological assets

Depreciation of right-of-use assets

18.255,521.01
153,154.196.18

134.614,463.31

110,048.83

-29.822.924.53

118.814.331.59
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ltem 2021 2020
Amortization of intangible assels 38,739.930.83 26,249,697.78
657.366.50 779,905.69

Amortization of long-term deferred expense

Loss from disposals of fixed assets, intangible
assets and other long-terin assets (gain: *-7)

Loss from scrapping of fixed assets (gain: “-")
l.oss from changes in fair value (gain: *-")
Financial cost (income: “-")

Investment loss (income: ™)

Decrease in deferred tax assets (increase: *-7)
Increase in deferred tax liabilities (decrease: )
Decrease in inventory (increase: *-™)

Decrease in receivables from operating activities
{increase: *-)

Increase in payables from operating activities
{decrease: ")

Other

Net cash flows penerated from operaling
aclivities

2. Significant investing and financing activities
without involvement of cash receipts and
payments

Debts converted to capital

Convertible corporate bonds due within 1 year
Fixed assets acquired under finance leases

3. Change of cash and cash equivalent:
Closing balance of cash

Less: Opening balance of cash

Add: Closing balance of cash equivalents
Less: Opening balance of cash equivalents

The net increase in cash and cash equivalents

5,597,742.73
411,126.55
309.710,041.55
-43,105,510.21

-26,299,290.43

1.860.929,716.94

-1.871.661.958.13

-1.058.578.861.46

90.574,165.25

4.002.138.839.47

6.000,733.493.66

-1.998.594.654.19

-26,276,733.42

87.840.26

161.968,287.98
-10,804,121.66
6.010,304.00

-2,514,304,255.71

-3.825,152.039.99

4,067.557.320.85

-1,355,017.808.56

6.000,733.493.66
5,365,203.793.47

o
3]

6 9.700.19

[V
[

(2) Composition of cash and cash equivalents

Htem

Closing balance

Opening balance

i. Cash

4,002.138.839.47

6.000,733,493.66
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Item

Ciosing balance

Opening balance

Including: Cash on hand

Bank deposits available for immediate payments

1. Closing balance of cash and cash equivalents

4,001,638,045.81
4,002,138.839.47

500,793.66 693.601.72
6,000,039.891.94

6,000,733.493.66

61. Foreign currency monetary items

e Cl(‘Jsi.ng balance in Exchange rate Closing balance in
original currency RMDB

Cash and cash equivalents -

Bank deposils

Including: EUR 8.97 7.2197 64.76

Long-term borrowings

Including: EUR 64,600,600.00 7.2197 466,392,620.00

Bonds payable

Including: USD 300,000,000.00 6.3757 1,912.710,000.00

62, Assels with restricted ownership or use rights

ltem

Closing balance

Reason for restriction

Cash and cash equivalents
Cash and cash cquivalents
Inventory

Accounts receivable
Other receivables

Fixed assets

Investment property

Other non-current assets -

10,000.000.00
308,769.857.51
5.583,764,673.79
2,660,800,000.00
660,779,733.93
255,629,738.02
380,550,036.32

Time deposits

Security deposils

Morlgaged for financing
Pledge of accounts receivable
Pledged for financing
Mortgaged for financing

Mortgaged for financing

Parking space management rights 139.876,400.00 | Morlgaged for financing
Tolal 10.000,170,439.57
63. Government grants
167
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) I Amount recorded into
Category Amount Reporting item current profit and loss
Operating subsidy 429,700,165.15 | Other incame 429,700,165.15
Other 38.888.42 | Non-operating income 38.888.42
VII Changes in the seope of consolidation
1. Business combination not under common control
(1) Business combination not under common control incurred during the reporting period
. Time of equity Equity !Egt-nly . Eq.m.l)..’
Name of acquiree acquisition sequisition cost acquisition ratio acquisition
a9 acq (%) method
Chongqing Yuandong
Environmental Protection 2021-12-31 10,000.000.60 100.00 Purchase
Engineering Co., Ltd.
{Continued)
Revenue of the | Net profit of the
Purchase Basis for determining acquiree from the | acquiree from the

Name of acquiree

purehase date

purchase date to
the end of the
current period

purchase date to
the end of the
current perjod

date
Chongging Yuandong
En\f1|'o1.m]enlal 2021-12-31
Protection

Engineering Co., Lid.

The transfer date of
the assets and
materials of the
combined party

Business combination realized step by step and control right obtained in the current year

" - o . . Equity acquisition ratio | Equily acquisition

Time of equity acquisition | Equity aequisition cost (%) ethod
2016-9-15 1,000,000.00 10,00 Investment
2021-12-31 9,000,000.00 90.00 Purchase

(2) Combination eosts and goodwill

[tem

Chongqing Yuandong Environmental
Protection Engineering Co., Ltd.

Consolidation costs
—Cash

Total consolidation costs

Less: Fair value share of identifiable net assets acquired

168
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Chongging Yuandong Environmental

ltem Protection Engineering Co., Lid.

Amount that the combination cost is less than the fair value 12.417.53
share of the identifiable net assets acquired '

Note: Aecording to the appraisal report on the ~Value of All Shareholders” Equity of Chongging
Yuandong Environmental Protection Engineering Co.. Ltd. Involved in the Proposed Transfer of
Equity between Chongqing Jiangcheng Water Co., Lid. and Chongging Caixin Environmental
Resources Co., 1.td.” (Chuan Helida Appraisal (2021) Zi No. 0006) with 31 May 2021 as the base date
issued by Siehuan Helida Real Estate Appraisal Firm Co.. Ltd, on 11 August 2021, the appraisal results
show that the appraised value of net assets is RMB 0.51 million greater than the book value of net
assets, and the difference between the appraised value and the book value is small. The Company
believes that the book value on the appraisal date can represent the fair value. Since the operating
environment of Chongging Yuandong Environmental Protection Engineering Co., Lid. has not changed
significantly between the appraisal date and the combination date. il is recognized that based on the
appraisal base date, the book value of Chongging Yuandong Environmental Protection Engineering Co.,
{.1d. continuously measured to the combination date can represent {he fair value on the combination
date.

(2) The identifiable assets and liabilities of the acquiree on the purchase date

Chongging Yuandong Environmental Protection
Engineering Co., Lid.

ltem
Book value on the

purchase date

Fair value on the
purchase date

Assels:

Cash and eash equivalents 6.081,655.09 6,081,655.09
Accounts receivable 78.831.86 78.831.86
Other receivables 34.107.97 34,107.97

Inventory

Other current assets
Fixed assels
Construction in progress
Liabilities:

Borrowings

16Y
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Iltem

Chongging Yuandong Environmental Protection
Enginecring Co., Ltd.

Fair value on the
purchase date

Book value on the
purchase date

Accounts payable
Other payables

Net assets

Less: Minority interests

Acquired net assels

10,814,432.02
48.834,365.01
10.012,417.53

10,012,417.53

10.814,432.02
48,834.365.01
10,012,417.53

10,012,417.53

(4) Gain or loss arising from remeasurement of equity held before the purchase date at fair value

RBook value
of the equity
originally
held belore
the purchase
date on the
purchase date

Name of
acquiree

Fair value of
the equity
originally

held before

the purchase

date on the
purchase date

Gain or loss
arising from
remeasurement ol
cquity originally
held before the
purchase date at
fair value

Determination
method and main
assumptions ol the
fair value of the

before the purchase

date

equily originally held

date on the purchase

Amount ol other
comprehensive
income related 1o the
original holding
equity transferred into
invesiment income
before the purchase
date

Chongqing
Yuandong
Environmental
Protection
Engineering
Co.. Lud.

1.000.000.00

1.000.000.00

2. Business combination under common control

(1) Business combination under common control incurred during the reporting period

Proportion of Rasis for a business Basis lor
| . equity obtained in combination under Combination determinii
Name of combined party ity oY% num atio l011}1 g
business common contrel formed date combination
combination (%) hy a transaction date
Chongging Lechuan
=, Hechuan Fu [2021] No.
Pharmaceutical Health [ndustry 80.00 ) l 1 2021-8-31 Note
. 88 Document
Development Co., Ltd.

{Continued)

Name of combined party

Revenue from the
beginning ol the
period of
consolidation to the
combination date

Nel profit rom the
beginming ol the
petiod of
consolidation to the
combination date

Revenue of the
combined party
during the
comparison
period

Net profitof the
combined party
during the
comparison
period

Chongqing Hechuan
Pharmaceutical FHealth Indusiry
Development Co. Lid.

10.597.976.08

-27.058.036.39

3.184.606.90

-12.979.835.07
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Note: Chongging Hechuan Pharmaceutical Health Industry Development Co., Ltd. (hereinalter
referred to as “Hechuan Pharmaceutical Health™), formerly known as Chongqing Hechuan Runhua
Industrial Development Co., Ltd., was invested and established by Chongging Hechuan Industrial
Investment (Group) Co., Ltd. (hereinafier referred to as “Hechuan Industrial Investment™), a subsidiary
of the Company, on 24 December 2009. On 15 September 2017, the company changed its name to
Chongging Hechuan Pharmaceutical Health Industry Development Co., Ltd. In Junc 2019, after
Chongqing Hechuan District State-owned Assets Supervision and Administration Commission
(hereinafler referred to as the “Mechuan SASAC”) increased the capital of Hechuan Pharmaceutical
Health by RMB 400 miltion, its registered capital increased from RMB 100 million before the capital
increase to RMB 500 million. Afier the capital increase, the equity of Hechuan Pharmaceutical Health
held by the subsidiary Hechuan Industrial Investment was diluted from 100% to 20% and conirol was
lost, that is, from the end of June 2019, Hechuan Pharmaceutical Health became an associate of the
Company. In August 2021, according to the “Reply of the People’s Government of Hechuan District of
Chongqing on Matters Related to Approving the Equity Transfer” (Hechuan Fu [2021] No. 88). 80%
equity of Hechuan Pharmaceutical Health held by the Hechuan SASAC was transferred to the
Company. Afler the equity change, the Company held 100% equity of Hechuan Pharmaceutical Health,
and Hechuan Pharmaceutical Health was included in the scope of consolidation. Before the equity
change, Hechuan Pharmaceutical Health and the Company were both controlied by the Hechuan
SASAC, so the equity change is a business combination under common control.

(2) Book value of assets and liabilities of the combined party on the combination date

Chongqing Hechuan Pharmaceutical Heaith Industry
Development Co., Ltd.

ltem
Combination date 1 January 2021
Assets:
Cash and cash equivalents 102,156.255.48 19.934,322.15
Accounts receivable 743.717.123.80 740.708,068.86
Prepayment 25,7534.43

Qther receivables
Inventory
Long-term equity investment

Fixed assels

503.608.491.50
2.000.084.827.82
150.191.799.93

268.835.33
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Item

Chongging Hechuan Pharmaceutical Health Industry

Development Co.. Lid.

Combination date

1 January 2021

Construction in progress
Intangible assets

Long-term deferred expenses
Other non-current assets
Liabilities:

Short-tenm borrowings
Accounts payable

Payoll payable

Taxes and surcharges payable

Other payables

Non-current liabilities due within one year

Long-lerm borrowings
Long-term payables
Net assels

Less: Minority interests

Acquired net assets

256,098,695.78
229.629.880.50
252,958.55
7.809,794.99

30,000,000.00
2,737.405.20
202,999.00
74,967,436.23
748,045.602.79
45,450,000.00
705,860,000.00
175,325,486.72
2.211,255,488.17
1,431,004.47
2.209,824.483.70

107.721.240.78
98,908,048.80
82,290.75

50,000,000.00
9,561,954.90

87.406,334.87
837,752.434.64
147,500,000.00
442,000.000.00
57.570.074.15
2,095.540.601.26

2,095,540.601.26

3. Enterprises transterred in for free

(1) Enterprises transferred in during the reporting period

" . Proportion of . . - - -
Nome of enterprise Pr 1 . Basis tor a business | Combination Basis for determining
o equity obtained — R =
ranslerred in (%) combination date combination date
(1]
Chongqing Heruisheng 100.00 Hechuan Guo Zi 2021.2-19 The transfer date of the assets and
Sericulture Co.. Lid. ' Han [2021] No. 3 . materials of the combined parly

(Continued)

Name of enterprise transferred
in

Method ol equity
abtained

Revenue of the acquiree
fromy the purchase date to
the end of the current period

Net profit of the acquiree
from 1he purchase date to
the end of the current period

Chonggqing Heruisheng
Sericulture Co.. Lid,

Transler lor lree

33446200

19.752.78

Note: According to the “Reply Letter from Chongqing Hechuan District State-owned Assets
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Supervision and Administration Commission on Approving the Transfer of Chongqing Hechuan
District Sericulture Business Department to Chongging Hechuan Rural Agricultural Invesiment (Group)
Co., Ltd. for Free” (Hechuan Guo Zi Han (2021) No. 5). il was agreed to transfer Chongging Hechuan
District Sericulture Business Department to the Company for fiee. In September 2021, Chongqing

Hechuan District Sericulture Business Depariment was renamed as Chongging Heruisheng Sericulture

Co., Ltd.
(2) Book value of assets and liabilities of the combined party on the combination date
Chongging Heruisheng Sericulture Co.. Lid.
Item

Combination date
Assets:
Cash and cash equivalents 47,195.87
Inventory 20,820.60
Fixed assets 7,790.00
Net assels 75.806.47
Less: Minorily imerests |
Acquired net assets 75.806.47 :

4. Subsidiaries transferred out for free

) Equfl,“,' .| Equity disposal | Time of loss of | Basis for determining the
Naime transfer ratio . .
%) method control time of loss of control

Chonggqing Tianyu Star ggf’létls::lg:ls gﬁumem

Supply Chain Service 60.00 Transfer 2021-8-31 .
specified that the eontrol i

Co., LAd. . ;
was substantially lost

Note: According to. {he “Reply of the People’s Government of Hechuan District of Chongqing on
Matters Related 1o Approving the Equity Transfer™ (Fechuan Fu [2021] No. 88), it was agreed lo
transfer 60% equity of Tianyu Star held by the Company at the book value of the audited net assets on
31 August 2021 to Chongging Jiafurui Enterprise Management Co.. Ltd. Afier the transfer. the

Company no longer held any equity of Tianyu Star.

5. Disposal of subsidiaries
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(1) Details of loss of control caused by one single disposal of the investment in a subsidiary during the

reporting period are as follows:

Name of subsidiary disposed

ltem Chongging Tongcheng New Building

Materials Co., Ltd.

Equity disposal price 0.00

Equity disposal ratio 51%

Equity disposal method Passive dilution czlutsed. by cap‘nal increase of
other shareholders

Time of loss of control 2021-12-28

Basis for determining the time of loss of control Time point of the other party’s actual control

Difference between the disposal price and the share of

net assets of the subsidiary at the level of consolidated 8.207.522.63
financial statements corresponding to the disposal of e
investment

Proportion of remaining equity on the date of loss of 49%
control ’
Book value of remaining equity on the date of loss of 20.265.321.00
conirol R
[Fair value of remaining equity on the date of loss of 20.265.321.00
eontrol T
Gain or loss from remeasurement of remaining equity 8.207.522.63

at [air value

6. Changes in the scope of consolidation due to other reasons
In the current period, new subsidiaries were established, including Chongqing Hechuan Fujia Peach
Slice Co.. Ltd.. Chongging Songhe Funeral Service Co.. Ltd., Chongqing Hebisheng Trading Co.. Lid.,

and Chengging Qingdayuan Testing Teelnology Co., Ltd.
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4. Other related parties

Name of other related parly Relationship with the Company

Chongaing Hechuan Chuanxin Construction n ineerin | .
gamg ¢ & & iThe same ultimate controller

Co., Lid.

gl;inldgtcclii'ng Hechuan Hengchuang Construction Engineering The same ultimate controller
Chongging Duiwang Industrial Development Co.. Ltd. The same ultimate controlier
Chongging Jiafurui Enterprise Management Co., Lid. ;‘The same ultimale controller
Chongging Railway Group Co., Ltd. Minority shareholder of the subsidiary

Choneaing Hechuan Shimiaozi Reservoir En ineering Co.. . .
Ltd gqIng ‘ 5 5 iShareholding company of the Company
) !
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(2) Related party funds lending

Related party

Lending amount

Starl date

Expiry

date

Note

Lending to:

Chongging Hechuan Transportation
Equipment Manufacturing Industry
Development Co., Ltd.

Chongging Hechuan Hengchuang
Construction Engineering Co., Ltd.

Chongging Hechuan Chuanxin
Construction Engineering Co., Ltd.

Chongqing Jiafurui Enterprise
Management Co., Lid.

420,171,398.67

396.522,000.00

292.900,000.00

352.000,000.00

Start and expiry
dates nol agreed

Start and expiry
dates not agreed

Start and expiry
dates not agreed

Start and expiry
dates not agreed

6. Amount due from /1o related parties
(1) Receivables

1) Accounts receivable from related parlies

Item

Closing balance

Opening balance

Chongging Jundao Yucheng Green Building
Technology Co., Ltd.

92,774,254.33

2) Other receivables from related parties

Item

Closing balance

Opening balance

Chongging Heehuan Chuanxin Construction
Engineering Co., Ltd.

Chonggqing Hechuan Hengchuang Construction
Engineering Co., Litd.

Chongqing Hechuan Transportation Equipment
Manufacturing Industry Development Co., Ltd.

Chongging Jiafurui Enterprise Management Co.,

Ltd.

Chongging Hechuan Information Security
Industry Development Co., Lid.

Chongging Shengdi Fishing Town Cultural
Tourism Development Co.. Ltd.

Chonggqing Hechuan Shimiaozi Reservoir
Engineering Co.. Ltd.

—F-337-
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1,137,179.735.93
818.248,341.17
720,171,398.67
379,224,046.53
290.000.000.00
146.537,280.00

62.143.520.28

628.032.285.04

10,618.309.63

240,000.000.00

107.009,080.00

62.138.868.23



Item

Closing balance

Opening, balance

Chongging Tongcheng New Building Materials
Co., Ltd.

35,108,262.96

(2) Payables

1) Other payables to related parties

Item

Closing balance

Opening balance

Chongging Railway Group Co.. Ltd.

Chongging Duiwang Industrial Development
Co., Ltd.

35,120.000.00

20,943.687.60

XI Commitments and contingencies

1. Significant commitments

As of 31 December 2021, the Company had no significant commitments that need to be disclosed.

2. Contingencies

(1) Guaranees

As of 31 December 2021, the details of the Company’s guarantees for related parties refer to Note X 5

(1). and other guarantees are as follows:

I R, Whether the
Secured parly G,::;:'(;ll':lkc CLDFEEIEII:‘:]];?;L Start clate Expiry date cuarantee has
) = Been fulfilled
Chongaing Chuankai 109.500,000.00 98.550.000.00 | 2020-12-24 | 2023-12-23 No
Machinery Co.. Lid.
Chongging Hongyao
Construction {Group) 121.500.000.00 109.350.000.00 | 2020-12-24 2023-12-23 No
Ca.. Ld.
Chongqing Bisu n i 901054 51,4 .
Automobile Co.. Ld. 299.900.000.00 276.900.000.00 2019-5-27 2023-5-27 No

XI1 Events after the balance sheet date

As of the approval date of issuing the financial statements, the Company has no significant events afler

the batance sheet date that need to be disclosed.

XIII Other significant cvents
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1. Correction of previous errors

(1) Retrospective restatement method

Adjustments made by the Company at the beginning ol the reporting peried

In 2020, the Company accounted for the project payment on behalf of its subsidiaries Chongqing

Hechuan Tourism Development Co., Lid. and Chongqing Hechuan Minqi Construction Development

Co., Ltd. in the account of prepayments totaling RMB 7.490.637,184.54, which should be adjusted and

included in other receivables. This adjustment only affected the Company’s financial statements and

did not affect the consolidated {inancial statements.

Impact on the Company’s financial statements in 2020

Hem

RBefore correclion

Adjustment amount

Afer correction

Prepayment

Other receivables

7,709.034,619.07
6,484,869,192.93

-7.490.637,184.54
7.490.637.184.54

218.397.434.53

13,975,506,377.47

X1V Notes to the finaneial statements of the Company

1. Accounts receivable

(1) Accounts receivable disclosed by aging

Aging

Closing balance

Opening balance

Within | year {(including 1 y¢

1-2 years {including 2 years)
2.3 years (including 3 years)
3-4 years (including 4 years)
4-5 years (including 5 years)
Sub-total

Less: Bad debt provision

ar)

1.472.362,528.49
1,519,112,291.56
2,528.389,175.15
2,802,460,935.38
583.335,011.15
8.905,659.941.73
6.566.414.38

1,519,112,291.56
2.528.389.175.15
2,802.460,935.38

766,065.011.15

7.616,027,413.24
2,747.986.13

Total

8.899,093,527.33

7.613.279,427.11

(2) Accounts reccivable disclosed by accrual method of bad debt provision

Closing bulamce

3ook balance

Bad debt provision

Catcgory
N Accrual Book value
Proportion .
Amoumnt o Amoun propertion
(o) Y
(%)
195
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Ciosing balance

Rook balance

Bad debt provizion

Calegory
Proportion Accrual Book value
Amount ! 0/ Amount proportion
(%) %)

Accounts receivable with
single provision Tor bad
debts
Accounts reeeivable with
provision for bad debts §.905.659.941.73 100,00 | 6.566.414.38 0.07 8.899.093.527.35
based on the postfolio
Aging portfolio 14.468.067.94 0.16 2.596.322.43 17.95 11,871,745.49
Low-risk portfolio 8.891.191,873.79 99.84 3.970.091.93 0.04 8.887.221.781.86

Total 8.905,659.941.73 100.00 6.566.414.38 0.07 8.899,093.527.35
(Continued)

Opening balance
Book balance Bad debt provision
Category
Proportion Accrual Book value
Amount 'u Amount proporiion
() Y
(%0}

Acvounts receivable with
single provision for bad
debts
Accounts receivable with
provision for bad debls 7.616.027.413.24 100.00 2. 7.986.13 0.04 7.613.279.427.11
based on the portiolio
Aging portfalio 12.363.440,22 0.16 1.298.161.22 19.50 11.065.279.00
Low-risk portfolio 7.603.663.973.02 99.84 1.449.824.9] 0.02 7.602,214.148.11

Total 7.616.027.413.24 100.00 2.747.986.13 0.04 7.613.279.427.11

1) Accounts receivabie adopting the other method {o make bad debt provisions:

ltem

Closing balance

Book balance

Accrual proportion (%)

Bad debt provision

LO\\'—l'iék porifolio 8,891,191,873.79 0.04 3.970.091.93

Total 3.891.191.873.79 0.04 3.970,091.93
(3) Impairment provision on accounts receivable

Increase
Hem Opening )
balance ) Busincss o
Accrual T Other Total
comhination
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Increase
Opening
licm balance Business
o Accrual St Other Tatal
combination
Accounts reccivable with provision
for bad debis based on the portfolio 2.747.986.13 | 3.818.428.25 3.818.428.25
ol credit risk characteristics
Accounts reeeivable with single
provision for bad debls
Total 2.747.986.13 | 3.818.428.25 3.818.428.23
{Continued)
Decrease
Reversal Closing
ltem due to the Business balance
.| Offset | Write-olT L Cther Total o
recovery of combination
asset value
Accounts receivable
with provision for
bad dcbis based on 6.566,414.38
the portfolio of credit
risk characteristics
Accounts receivahle
with single provision
for had delus
Total 6.566.414.38
(4 Information of units with significant amounts of accounts receivable
Relationship Proportion in
! . Bad deb . .
Nume with the I3ook balance Scavision Aging total of accounts
Company f i receivable (%)

Chongging Hechuan
District Finance Burcau

Chongqing Hechuan
Drainage Co.. Ltd.

China National Tobacco
Corporation Chongging
Flechuan Branch

Non-related
party

Non-related
party

Non-related
party

8.891.191.873.79

371241186

8.631,028.36

3,970.091.93

779.606.49

1.816.715.96

Within 5
years

2-3 years

2-3 yeurs

09.84

0.04

0.10

Total

8.903.535.314.01

6.566,414.38

99.98

2, Other receivables

Hem

Closing balance

Opening balance

Interests receivable

Dividends receivable
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[tem

Closing balance

Opening balance

Cther receivables

14,396,537,932.08

13,975,293,673.27

Total

14,396,537.932.08

13,975,293,673.27

(13 Other receivables disclosed by aging

Aging

Closing balance

Opening balance

Within | year {including 1 year)
1-2 years (including 2 years)
2-3 years (including 3 years)
3-4 years (including 4 years)
4-5 years (including 5 years)
Over 3 years

Sub-total

Less: Bad debt provision

4,168,177.905.27
1,717,576,927.30
2,532,151,952.27
1,704,211,031.35
1,762,567,598.12
2.636,233,939.65
14.520,919,353.96
124,5381,421.88

4,343,071.543.22
2,721,427,843.31
2,129.206,113.34
2,192,705,855.11
2.215,912,269.71
441,382,476.98
14.043,706,101.67

68,412,428.40

Total

14,396,537.932.08

{2) Other receivables disclosed by nature

Nalure

Closing balance

Opening balance

Security deposits
Receivables due {rom government departments
Funds lending
Receivables due from related parties
General receivables
Advance payments
Sub-total

Less: Bad debt provision

23.420,000.00
711.,427,823.82
1,569,625,304.09
4,257,791,014.27
93.645,539.76
7,865,009,667.02
14,520,919.353.96
124,381,421.88

34,640.000.00
£06,502,5883.02
2,684.573.624.12
3.688.421.318.30
39,131,091.69
7.490,637,184.54
14,043.706,101.67
68,412,428.40

Total

14.396,537.932.08

13,975,293,673.27

(3) Impairment provisions on other receivables

Opening

ltem
balance

Increase

Business

Agerual L
combination

Other Total

Other receivables with provision
for bad dehts based on the portiolio
ol eredit ¢isk characteristivs

18.689.079.09

3(L301.539.51
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Increase
I Opening
tem balance Business
Accrual L Other Total
combination

Other receivables with single 49.723.349.31 | 5.667.433.97 5.667.433.97
provision [or bad debls

Total 08.412.428.40 | 55.968.993.418 55,968,993.43
{Continued)

Deerease
Jtem dR]c‘\'lcrsl:\I Business Closing balance
uelothe Oftset Write-oil USHICSS Other Total
recovery of combinalion

assel value

Other receivables
with provision lor
bad debts based on
the portfolio ol
credit risk
characteristics

Other receivables
with single
provision for bad
debls

68.990.638.60

Lh
o
L
o]
=
-~
o
LA
[
==

Total

124.381.421.88

(4) Details of accrual of bad debt provisions

Bad debt provision

The first stage

The second stage

The third stage

Expected credit
loss in the next 12

months

Expected eredit
loss in the entire

duration (no credit

impairment)

Expected credit loss
in the entire duration
(eredit impairment

has occurred)

Total

Opening batance

Opening balance in the current
period:

-Transler to the second stage
-Transfer to the third stage
-Reversal to the second stage
-Reversal to the first stage
Accrual in the current period
Reversal in the current period
Offset in the carvemt period
Write-olT in the current period

Other changes

18.689.079.09

49.723.349.31

3.667.433.97

68.412.428.40

55.968,991.48
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B3ad debt provision

The first stage

The second siage

The third stage

Expected credit
loss in the next 12
months

Expected credit
loss in the entire
duration (no eredit
impairmen)

LExpeeted credil loss
in the entire duration
(credit impairment
lkas oceurred)

Total

Closing balance

68.990.638.60

55,390.783.28

124.381,421.88

(3) Top five other receivables based on the closing balance

Propottion in Closing balance
Name Nature Closing halance Aging lotal of other of bad debt
receivables (%) provision
Chongging Hechuan Within 3
Mingi Constraction | Advanece 2.837.538.408.00 _\'cars_and 5197
Development Co.. payment overd
Ltd. years
Chongqging Hechuan
Mingcheng .y _
Construction Rcl"?““bic f'rc.\m 1.690.363.149.18 Within 4 1.64
the related party years
Development Co..
Ltd.
Chongqing Hehua ; -
[~ ] " \)li'
Development RCC(-:J\'INC ﬁ(?m 969.102.363.71 | ”i,]m l 6.67
. the related party vear
lnvesument Co.. Ltd. -
Changqing Hechuan | Receivable [rom Within |
Distziel Finance the gavernment 584.402.979.80 | ar 4.02 58.440.30
Buicau department e
Chongging Hechuan
Shengcheng R fr
State-owned Assets | [eeeivaple from 185.231.845.06 | “vithin ] 3.34
the related party year

Management Co., - 2
Lad,

Total 11.566.638.745.75 T9.66 58.440.30
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