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FY 2023
Prepared by: Guangzhou Development District Holdings Group Co., Ltd. (Consolidated) 1)

i,ﬁ?g’epr_ t RMB Yuan

Item Note k ;§urrent year amount Prior yégﬁgmoum
I. Operating income X 4 “‘“—;}“ T 240,700,192.76 e ‘fa’7,576,51&40
Less: Operating cost Xill. 4 ”u,,h , 6128761558 o 7 68377,626.35
Taxes and surcharges i 43,389,812i59 | L 41,763,850.49
Selling expenses - -
General and administrative expenses 103,038,126.74 145,483,520.59
Research and development expenses - -
Financial expenses 751,505,006.56 1,406,377,779.32
Including: Interest expenses 2,117,429,194.83 2,219,263,608.43
Interest income 1,483,251,475.03 1,572,893,379.50
Net exchange losses (Net gains marked with "-) 117,250,457.71 759,869,603.34
Others - =
Add: Other income - -
Investment income (Loss marked with "-") Xl 5 864,495,328.19 1,362,851,792.15
vemu:::luﬁing: Income from investments in associates and joint 11,342,919.17 16,634,141.40

Gains on derecognition of financial assets measured at
amortized cost

Net exposure hedging gains (Loss marked with "-* = =

Gains on changes in fair value (Loss marked with "-") -66,310,812.69 251,970,803.28
Credit impairment losses (Loss marked with "-") -81,296.35 681,640.99
Impairment loss of assets (Loss marked with "-") - -
Income from disposal of assets (Loss marked with "-") - 40,993.92
Il. Operating profit {Loss marked with “-") 79,582,850.44 171,118,971.99
Add: Non-operating income 4,421,094.10 6,854,027.51
Including: Government grants 4,373,170.45 6,829,027.18
Less: Non-operating expenses 2,009,740.28 2,102,387.60
11, Total profit (Total losses marked with "-") 81,994,204.26 175,870,611.90
Less: Income tax expenses 8,858,824.59 -33,120,603.44
IV, Net profit (Net losses marked with "-") 73,135,379.67 208,991,215.34
(1) Net profit from continuing operations 73,135,379.67 208,991,215.34
(11) Net profit from discontinued operations - =
V. Net after-tax of other prehensive income -8,254,128.87 -15,639,015.00
(1) Other comprehensive income that cannot be reclassified into profit or : )
loss

1. Remeasurement of changes in defined benefit plans - -

2. Other comprehensive income not converted into profit or loss
under the equity method

3. Changes in fair value of investments in other equity instruments s %

4. Changes in fair value of the enterprise's own credit risks - §

5. Others - .
(1) Other comprehensive income that will be reclassified into profit or
loss

1. Other comprehensive income converted into profit or loss under
the equity method

-8,254,128.87 -15,639,015.00

-8,254,128.87 -15,639,015.00

2. Changes in fair value of other debt investments - 2

¥r3. Gains or losses on changes in fair value of available-for-sale
financial assets

4. Amount of financial assets reclassified into other comprehensive
income

¥15. Gains or losses on reclassification of held-to-maturity
investments to available-for-sale financial assets

6. Provision for credit impairment of other debt investments - =
7. Cash flow hedge reserves (effective portion of cash flow hedge

gains or losses) h B

8. Translation difference of foreign currency statements - =

9. Others = E

VI. Total comprehensive income 64,881,250.80 193,352,200.34

VII. Earnings per share S =

(1) Basic earnings per share = g

(1) Diluted earnings per share = =

—
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Legal representative: [

= Principal in charge of accountingy Head of accounting department: |
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Consolidated Cash Flow Statement

FY 2023 1}&\'— % .-,\\/ 2N
Prepared by: Guangzhou Development District Holdings Group Co., Ltd. (Consolidated) .‘;‘ \j{\_, E\ Curreno},’mﬁa 3{
Item Note C“rren_l gear\ahmunl [IP igryear am"g‘unt_‘_
1. Cash flows from operating activities: g i - —
Cash received from sales of goods or rendering of services ’: - -}_3,'7@,293,769.81
ANetincrease in customer deposits and interbank deposits ‘f.'- g L f
ANetincrease in borrowings from the Central Bank !"tz, ',\‘// =
ANet increase in borrowings from other financial institutions Y"‘\. N
ACash received from premiums for signed insurance contracts q"’.‘b ; -
ANet cash received from ceded reinsurance contracts iy, .’ 0
A cCash received from original insurance contract premiums o =
A Net cash received from reinsurance business = =
ANetincrease of deposits and investments of the insured = 2
Io;ﬁN’etin:reasein the disposal of financial assets at fair value through profit or -482,079,472.70 117,720,825.68
/\Cash received from interest, handling charges and commissions £83,190,841.95 985,526,427.00
ANetincrease in borrowings from banks and other financial institutions 569,999,850.00 138,149,348.85
ANetincrease of repurchase business funds 1,347,231,997.19 -635,382,325.21
ANet cash received from securities trading -3,315,805.23 -268,271,938.35
Received tax refunds 237,369,649.54 533,552,248.88
Other cash received from operating activities 1,818,489,859.51 2,946,459,236.22
Subtotal of cash inflows from operating activities 18,161,185,690.07 11,961,324,765.86
Cash paid for purchase of goods or receipt of services. 12,896,751,675.68 8,609,824,577.88
ANet increase in loans and advances to customers 3 =
ANet increase of deposits in the Central Bank and interbank = =
ACash for paying compensation for signed insurance contracts -
/\Net cash for the payment of ceded reinsurance contracts = -
ANet increase of loans pledged on insurance policies = =
ACash for payment of for original i contracts e -
ANet increase in lendings to banks and other financial institutions 466,163,383.66 -779,034,743.36
Adash for paying interest, handling charges and commissions. 173,526,418.15 142,814,158.07
ACash for paying policy dividends T
Cash paid to and for employees 1,467,212,410.77 1,429,392,965.36
Taxes paid 1,617,851,216.40 880,968,502.47
Other cash paid to operating activities 1,595,575,339.69 1,473,937,901.03
Subtotal of cash outflows from operating activities 18,217,080,444.35 11,757,903,361.45
Net cash flow from operating activities -55,894,754.28 203,421,404.41
Il Cash flows from investing activities: = =
Cash recelved from disinvestment 18,926,718,826.57 38,128,145,572.93
Cash received from investment income 1,064,708,023.75 975,402,429.42
nlh:e:ﬂ;zs_:gr{;m;e;:; from the disposal of fixed assets, intangible assets and 18,282,733.74 105,971,314.29
Net cash received from the disposal of subsidiaries and ather business units - 15,831,747.94
Other cash received from investing activities 2,944,332,003.09 1,894,378,670.15
Subtotal of cash Iinflows from Investing activities 22,954,041,587.15 41,119,729,734.73
mr:a::l;::d for the acquisition of fixed assets, intangible assets and other long- 5,161,862, 101.40 3,448,450,763.44
Cash paid for investments 28,539,092,493.03 37,254,940,244.84
ANetincrease in pledge loans = 2
Net cash paid to acquire idiaries and other business units - 415,271,353.09
Other cash paid to investing activities 1,940,986,952,03 2,038,494,960.59
Subtotal of cash outflows from investing activities 35,641,941,546.46 43,157,157,321.96
Net cash flow from investing activities -12,687,899,959.31 -2,037,427,587.23
111, Cash flows from financing activities: - -
Cash received from investments 8,031,518,913.18 3,703,136,869.70
lmer:::-::.luding: Cash received by subslidiaries from investments of non-cantrolling 59,174,000.00 174,636,869.70
Cash received from borrowings 45,584,044,979.79 36,362,926,066.12
Other cash received from financing activities 3,511,400,236.04 2,846,961,723.80
Subtotal of cash inflows from financing activities 57,126,964,129.01 42,913,024,659.62
Payment of debts in cash 33,947,473,878.49 33,148,077,951.07
Cash paid for dividends, profits appropriation or payments of interest 3,227,292,448.79 3,351,572,820.20
N .:!n:lluding:Dividends and profits paid to non-controlling interests by 450,491,235.36 476,655,986.93
Other cash pald to financing activities 4,768,283,251.20 5,393,405,616.54
Subtotal cash outflows from financing activities 41,943,049,578.48 41,893,056,387.81
Net cash flow from financing activities 15,183,914,550.53 1,019,968,271.81
IV. Impact of exchange rate fluctuations on cash and cash equivalents -52,257,651.98 -40,767,937.83
V. Net increase in cash and cash equivalents 2,387,862,184.96 -854,805,848.84
Add: Balance of cash and cash equivalents at the beginning of the period vill. 72 19,488,658,838.18 20,343,464,687.02
VI. Balance of cash and cash equivalents aj the end of the period Vi 72 21,876,521,023.14 19,488,658,838.18

Legal representative: Head of accounting department:
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FY 2023

Prepared by: Guangzhou Development District Holdings Group Co., Ltd. (Consolidated) \"\ =
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Item Note

L &
QFR‘DWEBF amount

]
Prior year amount

I. Cash flows from operating activities:

LY
W —

Cash received from sales of goods or rendering of services

. . 7 y ¥
st

226,778,327.49

Received tax refunds

Other cash received from operating activities

206,367,581.83

242,567,521.49

Subtotal of cash inflows from operating activities

451,266,097.21

469,345,848.98

Cash paid for purchase of goods or receipt of services

54,824,304.85

10,830,270.83

Cash paid to and for employees

57,822,306.86

54,338,832.82

Taxes paid

118,950,228.42

130,977,939.86

Other cash paid to operating activities

32,791,119.67

62,897,726.14

Subtotal of cash outflows from operating activities

264,387,959.80

259,044,769.65

Net cash flow from operating activities Xlil. 6

186,878,137.41

210,301,079.33

1. Cash flows from investing activities:

Cash received from disinvestment

11,130,102,973.20

22,810,430,979.38

Cash received from investment income

1,339,087,983.11

157,580,862.02

Net cash recovered from the disposal of fixed assets, intangible
assets and other long-term assets

210.00

80,115.00

Net cash received from the disposal of subsidiaries and other
business units

Other cash received from investing activities

16,420,738,016.35

12,802,847,289.99

Subtotal of cash inflows from investing activities

28,889,929,182.66

35,770,939,246.39

Cash paid for the acquisition of fixed assets, intangible assets and
other long-term assets

3,565,415.14

29,325,719.33

Cash paid for investments

16,903,590,243.54

26,576,111,764.04

Net cash paid to acquire subsidiaries and other business units

Other cash paid to investing activities

13,833,604,544,00

12,126,321,760.00

Subtotal of cash outflows from investing activities

30,740,760,202.68

38,731,759,243.37

Net cash flow from investing activities

-1,850,831,020.02

-2,960,819,996.98

111. Cash flows from financing activities:

Cash received from investments 7,209,480,000.00 3,498,500,000.00
Cash received from borrowings 30,473,979,531.37 22,677,890,416.66
Other cash received from financing activities 4,545,928,894.97 5,247,676,693.91

Subtotal of cash inflows from financing activities

42,229,388,426.34

31,424,067,110.57

Payment of debts in cash

25,552,204,000.00

18,554,390,499.99

Cash paid for dividends, profits appropriation or payments of
interest

2,365,658,553.78

2,310,901,458.22

Other cash paid to financing activities

8,244,594,500.49

10,184,493,673.80

Subtotal cash outflows from financing activities

36,162,457,054.27

31,049,785,632.01

Net cash flow from financing activities

6,066,931,372.07

374,281,478.56

IV. Impact of exchange rate fluctuations on cash and cash
equivalents

-10,381,168.12

-629,794.88

V. Net increase in cash and cash equivalents

4,392,597,321.34

-2,376,867,233.97

Add: Balance of cash and cash equivalents at the beginning of the
period

2,940,677,228.08

5,317,544,462.05

VI. Balance of cash and cash equivalents at the end of the period

7,333,274,549.42

2,940,677,228.08
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Guangzhou Development District Holdings Group Co., Ltd.
Notes to the Financial Statements

January 1%, 2023 - December 31%, 2023

{Unless otherwise specified, the amounts are expressed in RMB}

I. Background of the Company
1. History, registration place, organization form and headguarters address

Guangzhou Development District Holdings Group Co., Ltd. (hereinafter referred to as the
“Group” or the “Company” “Guangzhou Development District Holdings”), formerly known as
Guangzhou GET Financial Holdings Co., Ltd. was invested by Guangzhou Economic and
Technological Development Zone Management Committee and registered with Guangzhou
Administration for Industry and Commerce on November 6", 1998 as a wholly state-owned
holding company with limited liability. the business license registration number of the enterprise
legal person obtained is 4401081100074, on April 12, 2011, the business license number of the
enterprise legal person was changed to 440108000039287; on April 15", 2016, the unified social
credit code was changed to 914401167124402906. The Group changed its name to Guangzhou
Development District Holdings Group Co., Ltd. on January 6%, 2021, pursuant to the Notice on
the Change of Name of the Development District Financial Control Group and Adjustment of the
Duties af the Capital Contributor by Guangzhou Development District State-owned Assets
Supervision and Administration Suipu Finance [2020] No. 342. The registered capital of the
Group is RMB 11,484,950,284 and the industry it belongs to: business services.

Registered address and headquarters address: 33/F, 34/F, Financial Control Center, No.60

Science Avenue, Guangzhou Economic and Technological Development Zone.
Legal representative: Yan Yibin.
2. Nature of business and principal activities of the enterprise

The Group is principally engaged in the businesses of thermoelectric power investment,
project consiruction and operation, real estate, finance and finance-like, biomedicine, high-end
equipment manufacturing, and construction and operation of science and technology parks.
Investment activities with own funds; park management services; enterprise headquarters
management; enterprise management consulting; non-residential real estate leasing; housing

leasing; financing consulting services; securities investment consulting.
3. Organizational structure

The controlling shareholder of the Group is the Guangzhou Economic and Technological
Development Zone Management Committee and the ultimate controller of the Group is Lhe

Guangzhou Economic and Technological Development Zone Management Committee.

The Company consists of functional management depariments such as office, party and
group work department, human resources department, discipline inspection and audit office,

finance and capital department, risk control and compliance department, board office {strategic
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Guangzhou Development District Holdings Group Co., Ltd.
Notes to the Financial Statements

January 1%, 2023 - December 31%, 2023

{Unless otherwise specified, the amounts are expressed in RMB)

investment department), property rights management department, investment promotion

department and park department, including 25 secondary subsidiaries.

The Group has a board of directors and a general manager responsible for the management

and control of major decisions and daily work under the leadership of the board of directors.
4,  Approval and submission of financial reports

The approved preparer of the Group's financial report is the Board of Directars, with an
approved filing date of April 26", 2024.

5. Period of business
November 6™, 1998 to November 6™, 2048.

Il. Basis for preparation of the financial statement
1. Basis of preparation

The Group's financial statements are presented on a going concern basis, based on actual
transactions and events, and were prepared in accordance with the Accounting Standards for
Business Enterprises relevant rules, and based on accounting policies detailed in Note IV.

“Significant accounting policies and accounting estimates”.
2.  Going concern

The Group has been profitable and supported by financial resources. The Group prepared

its financial statements on a going concern basis,
til.  Statement of compliance with Accounting Standards for Business Enterprises

The financial statements prepared by the Group comply with the requirements of the
Accounting Standards for Business Enterprises and give a true and complete view of the financial

position, results of aperations and cash flows of the Group and other relevant information.
IV. Significant accounting policies and accounting estimates
1. Accounting period
The Group accounting period is from lanuary 1% to December 31% of each calendar year.
2. Functional currency
The Group's functional currency is RMB.
3. Basis of bookkeeping and pricing principles

The Group's accounting is based on the accrual basis and valued at historical cost, with the
exception of financial assets held for trading, investment properties, other non-current financial

assets, other equity instrument investments, etc., which are measured at fair value.
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Guangzhou Development District Holdings Group Co., Ltd.
Notes to the Financial Statements

January 1%, 2023 - December 31%, 2023

{Unless otherwise specified, the amounts are expressed in RMB}

4. Business combination

Business combinations are categorized into business combinations under common control

and business combinations not under common control.

Assets and liabilities acquired by the Group as a consolidated party in a business
combination under the common control are measured at the consolidated date at the book
value of the consolidated party in the consolidated statements of the ultimate control party. The
difference between the book value of net assets acquired and the book value of the combined
consideration paid is adjusted for capital reserves; if the capital reserves are not sufficient to

offset the difference, the retained earnings are adjusted.

Identifiable assets, liabilities and contingent liabilities of the purchaser acquired in a
business combination not under common control are measured at fair value at the acquisition
date. The cost of consolidation is the sum of the fair value of cash or non-cash assets, liabilities
incurred or assumed, equity securities issued, etc., paid by the Group at the date of purchase to
acquire control over the purchaser, as well as the costs directly related to each of the expenses
incurred in the business combination {(where the business combination is achieved in stages
through multiple transactions, the cost of consolidation is the sum of the costs of each individual
transaction). The excess of the cost of the consolidation over the fair value of the purchaser's
share of the identifiable net assets acquired in the consolidation is recognized as goodwill; If the
consolidation costs are less than the fair value of the purchaser's share of the identifiable net
assets acquired in the consolidation, the fair value of the identifiable assets, liabilities and
contingent liahilities acquired in the consolidation, as well as the fair value of the non-cash assets
or equity securities issued in the consolidation consideration, are reviewed first; If, after review,
the consolidation costs are still less than the fair value of the purchaser's share of the identifiable
net assets acquired in the consolidation, the difference is included in non-operating income in

the current period of consolidation.

Where control of a subsidiary is obtained through a business combination not under
common control, the Group determines the date of purchase as the date on which the following
conditions are concurrently met: the business combination contract or agreement has been
approved by the shareholders at a general meeting, etc.; where the business combination is
subject to approval by the relevant competent national authorities, such approval has been
obtained; the parties involved in the merger have carried out the necessary formalities for
transferring their property rights; the Group has already paid a substantial part of the merger
price {which should generally be in excess of 50%), and is able to, and plans to, make the
remaining payment; and the Group has in fact gained control of the financial and operating
policies of the party to be merged or of the party to be purchased and is entitled to enjoy the

corresponding benefits and assume the corresponding risks.
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Guangzhou Development District Holdings Group Co., Ltd.
Notes to the Financial Statements

January 1%, 2023 - December 31%, 2023

{Unless otherwise specified, the amounts are expressed in RMB)

5. Methodology for the preparation of the consolidated financial statements
{1) Principles for determining the scope of consolidation

The Group includes all controlled subsidiaries and structured entities within the scope of

the cansolidated financial statements.

(2) Principles, procedures and methodology for the preparation of consolidated

financial statements

When preparing consolidated financial statements, if the subsidiaries’ accounting policies
or accounting periods are inconsistent with those adopted by the Group, necessary adjustments
shall be made to the financial statements of the subsidiaries in accardance with the accounting

policies or accounting periods of the Group.

All significant internal transactions, balances and unrealized gains within the scope of the
consolidation are eliminated in the preparation of the consolidated statements. The share of the
subsidiary's shareholder's interest that is not attributable to the parent company and the share
of net income, other comprehensive income and total comprehensive income attributable to
minority shareholders for the current period are shown in the consolidated financial statements
under "Minority interest, minority income, other comprehensive income attributable to

minority shareholders and total comprehensive incame attributable to minority shareholders”.

For subsidiaries that are consolidated under common control, the results of operations and
cash flows are included in the consolidated financial statements from the beginning of the
period in which they are consolidated. In preparing the comparative consolidated financial
statements, adjustments are made to the relevant items in the prior year's financial statements
as if the consolidated reporting entity had existed from the point at which the ultimate

controlling party commenced cantrol.

The gradual acquisition of equity interest in an investee under common control through
multiple transactions, which eventuaily results in a business combination, the preparation of the
consolidated statements is treated as if it had existed in its current state at the time when the
uitimate controlling party became controlled, and the related assets and liabilities of the
consolidated party are incarporated in the comparative statements of the Group's consolidated
financial statements to the extent that they are no earlier than the time when the Group and
the consolidated party are both under the control of the ultimate controlling party, and the
related items under owner's equity are adjusted in the comparative statements for the increase
in net assets resulting from the combination. To avoid double-counting the value of the
consolidated party's net assets, long-term equity investments held by the Group prior to the
date of consolidation are offset against opening retained earnings and current earnings for the

comparative statement period from the later of the date of acquisition of the original equity
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Guangzhou Development District Holdings Group Co., Ltd.
Notes to the Financial Statements

lanuary 1%, 2023 - December 31%, 2023

{Unless otherwise specified, the amounts are expressed in RMB)

interest and the date on which the Group and the consolidated party are in final control of the

same party until the date of consolidation, respectively.

For businesses not under the common control that merge to acquire subsidiaries, the
results of operations and cash flows are included in the consolidated financial statements from
the date the Group acquires control. In preparing the consolidated financial statements,
adjustments are made to the financial statements of subsidiaries based on the fair value of each

identifiable asset, liability and contingent liability as determined at the date of purchase.

When a step-by-step acquisition of an equity interest in an investee not under common
control through multiple transactions eventually results in a business combination, the equity
interest in the investee held prior to the date of purchase is remeasured at the fair value of the
equity interest at the date of purchase, and the difference between the fair value and its book
balance is recognized as investment income in the current period; the equity interest in the
investee held prior to the date of purchase to which it relates is involved in the equity method
of accounting Other comprehensive income under the equity method and changes in
shareholders' equity other than net profit or loss, other comprehensive income and profit
distribution are recognized as investment income or loss in the period to which they relate,
except for other comprehensive income resulting from the remeasurement of the net liabilities

ot changes in net assets of the defined benefit plans of the investee.

The Group partially disposes of its long-term equity investments in subsidiaries without
losing control and adjusts the difference between the disposal price and the dispasal price of
the long-term equity investments corresponding to the share of the subsidiaries' net assets
caleulated continuously from the date of purchase or the date of consolidation, adjusted for a
capital premium or equity premium, and adjusted for retained earnings if the shortfall in capital

reserves is eliminated in the consolidated financiat statements.

If the Group loses control of an investee due to, for example, the disposal of a portion of
its equity investment, the remaining equity interest is remeasured at its fair value at the date of
loss of control in the preparation of the consolidated financial statements. The difference
between the consideration received for the disposal of the equity and the fair value of the
remaining equity, less the proportionate share of the original subsidiary's nct assets calculated
on a continuing basis from the date of purchase or consolidation, is included in the investment
gain or loss in the period in which control is lost, offset by goodwill. Other comprehensive
income, such as other comprehensive income related to equity investments in former

subsidiaries, is transferred to current investment gains or losses upon loss of control.

If the Group's equity investment in a subsidiary is disposed of step by step through multiple
transactions up to Lhe loss of control, if each transaction that disposes of the equity investment

in the subsidiary up to the loss of control is a package transaction, each transaction is accounted
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Guangzhou Development District Holdings Group Co., Ltd.
Notes to the Financial Statements

January 1°t, 2023 - December 31%, 2023

{Unless otherwise specified, the amounts are expressed in RMB)

for as a transaction that disposes of the subsidiary up to the loss of control; however, the
difference between the price of each disposition prior to the loss of control and the share of the
subsidiary's net assets corresponding to the disposed of investment is recognized as other
comprehensive income in the consolidated financial statements and transferred to the gain or

loss on the investment in the period of the loss of control when control is lost.

6. Classification of joint venture arrangements and accounting treatment of joint

operations

The Group's joint arrangements include joint operations and joint ventures. For jointly-
operated projects, the Group recognizes assets held and liabilities assumed individually and
assets held and liabilities assumed on a share basis as a joint venture partner in a jointly-
operated project, and recognizes the related revenues and expenses individually or on a share
basis in accordance with the relevant agreements. If a transaction with a joint operation occurs
for the purchase or sale of an asset that does not constitute a business, only the portion of the
gain or loss resulting from the transaction that is attributable to the other participants in the

joint operation is recognized.
7. Recognition criteria for cash and cash equivalent

Cash in the Group's statement of cash flows represents cash on hand and deposits readily
available for payment, while cash equivalents in the statement of cash flows represent
investments with a holding period of not more than three months, which are liquid, easily

convertible into known amounts of cash and have little risk of changes in value,
8. Foreign currency operations and fareign currency translations
(1) Foreign currency operalions

When foreign currency operations occur, the foreign currency amounts are translated into
RMB amounts at the spot exchange rate (or based on actual situation) on the date of the
transaction. At the halance sheet date, monetary items denominated in foreign currencies are
translated into RMB using the spot exchange rate at the balance sheet date. The resulting
translation differences are recognized directly in profit or loss for the current period, except for
the exchange differences arising from special borrowings in foreign currencies far the acquisition
or production of assets eligible for capitalization, which are treated in accordance with the

principle of capitalization.
(2) Translation of foreign currency {inancial statements

Assets and liabilities items in the foreign currency halance sheet are translated using the
spot exchange rate at the balance sheet date; owners' equity items, except for "undistributed
profits", are translated at the spot exchange rate at the time of the operation; and income and

expense items in the income statement are translated using the spot exchange rate at the date
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Guangzhou Development District Holdings Group Co., Ltd.
Notes to the Financial Statements ‘
January 1%, 2023 - December 31%, 2023

(Unless otherwise specified, the amounts are expressed in RMB)

of the transaction {or based on actual situaticn). The foreign currency statement translation
differences arising from the above translation are presented in "other comprehensive income”
under owners’ equity. Cash flows in foreign currencies are translated using the spot rate (or
based on the actual situation) at the date the cash flows occur. The amount of the effect of

exchange rate changes on cash is presented separately in the cash flow statement.
9, Client transaction settlement funds

The funds received by the Group for the settlement of customer transactions are deposited
in the special account of the depository bank and managed separately from its own funds, and
the funds for the settlement and settlement of securities transactions on behalf of customers
are deposited into the clearing agency designated by the exchange and accounted for in the
settlement reserve. The Group recognizes assets and liabilities at the same time when it receives
payments for securities trading on behalf of its clients, and the handling fee, securities
management fee, securities settlement risk fund and other related expenses paid by the Group
on behalf of its clients are recognized as handling fee when it clears with the clearing agency,
and the handling fee collected from the clients is recognized as handling fee income when it

clears with the clients for securities trading.
10. Recognition and measurement of financial instruments

A financial instrument is a contract that gives rise to a financial asset of one party and a

financial liability or equity instrument of another party.
Recognition and derecognition of financial instruments

The Group recognizes a financial asset or a financial liability when it becomes a party to a
financial instrument contract. A financial asset {or part of a financial asset, or part of a group of
similar financial assets) is derecognized, i.e., charged off from its accounts and statement of

financial position, if the following conditions are met:
1) The right to receive cash flows from the financial asset expires;

2) The right to receive cash flows from the financial asset is transferred or the obligation
under a "pass-through agreement" to pay the full amount of cash flows received to a third party
in a timely manner is assumed; and substantiatly all the risks and rewards of ownership of the
financial asset are transferred, or control over the financial asset is relinquished although
substantially all the risks and rewards of ownership of the financial asset are neither transferred

nor retained,

A financial liability is derecognized if the obligation for the financial liability has been
discharged, reversed or expired. If an existing financial liability is replaced by another financial
liability with substantially different terms by the same creditor, or if the terms of an existing

liability are substantially modified, such replacement or modification shall be treated as
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Guangzhou Development District Holdings Group Co., Ltd.
Notes to the Financial Statements

January 1%, 2023 - December 31%, 2023

{Unless otherwise specified, the amounts are expressed in RMB)

derecognition of the ariginal liability and recognition of a new liability, and the difference shall

be recognized in current profit or loss.

Financial assets traded on a regular basis are recognized and derecognized on the basis of
trade date accounting. Trading financial assets on a regular basis means receiving or delivering
financial assets in accordance with the terms of the contract and within the time period
stipulated by regulations or prevailing practices. The trade date is the date on which the Group

commits to buy or sell the financial asset.
(1) Financial assets
1)} Classification, recognition basis and measurement of financial assets

The Group's financial assets are classified at initial recognition as financial assets measured
at amortized cost, financial assets at fair value through other comprehensive income, and
financial assets at fair value through profit or loss, based on the Group's business model for
managing financial assets and the contractual cash flow characteristics of the financial assets.
All affected underlying financial assets are reclassified when, and only when, the Group changes

its business model for managing the financial assets.

Financial assets are measured at fair value on initial recognition, except for accounts
receivable or notes receivable arising from the sale of goods or rendering of services, etc. that
do not contain significant financing components or do not take into account a financing
component that is not mare than one year old, which are initially measured at the transaction

price.

For financial assets at fair value through profit or loss, the related transaction costs are
recognized directly in profit or loss; for other categories of financial assets, the related

transaction costs are included in the initial recognition amount.

The Group classifies financial assets as financial assets measured at amortized cost if both
of the following conditions are met: @ the business model for managing the financial assets is
to collect the contractual cash flows; and @ the contractual terms of the financial assets
provide that the cash flows arising on a specific date are anly payments of principal and interest
based on the outstanding principal amount. For these financial assets, interest income is
recognized using the effective interest method, and gains or losses arising from their
derecognition, modification or impairment are recognized in current profit or loss. The Group's
financial assets in this category mainly inciude accounts receivable, notes receivable, other

receivables and debt investments.

The Group classifies financial assets as financial assets at fair value through other
comprehensive income if both of the following conditions are met: (1) the business model for

managing the financial assets is to both collect the contractual cash flows and to sell the financial
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assets; @ the contractual terms of the financial assets provide that the cash flows arising on a
specific date are only payments of principal and interest based on the outstanding principal
amount. Interest income is recognized on such financial assets using the effective interest
method. Changes in fair value are recognized in other comprehensive income, except for
interest income, impairment losses and exchange differences, which are recognized in current
profit or loss. When a financial asset is derecognized, the cumulative gains or losses previously
recognized in other comprehensive income shall be transferred from other comprehensive
income to the current profit or loss. The Group's financial assets in this category mainly include:

receivables financing, and other equity instrument investments.

For investments in equity instruments at fair value through other comprehensive income:
the Group irrevocably elect to designate certain non-trading investments in equity instruments
as financial assets at fair value through other comprehensive income, with only the related
dividend income {except for dividend income that is explicitly recovered as part of investment
costs) recognized in current profit or loss. Subsequent changes in the fair value are recognized
in other comprehensive income, and no impairment provision is required. When a financial asset
is derecognized, the cumulative gains or losses previously recognized in other comprehensive

income shall be transferred from other comprehensive income Lo retained earnings.

The Group recognizes interest income based on the effective interest rate method. Interest
income is determined by multiplying the book balance of the financial assets {before impairment
provision) by the effective interest rate, except for the following cases: @ For purchased or
underlying financial assets that are credit impaired, interest income is determined from initial
recognition based on the amortized cost of the financial assets (book balance less impairment
provision, i.e., book value} and the credit-adjusted effective interest rate. @ For purchased or
underlying financial assets that arc not credit-impaired but become credit-impaired in
subsequent periods, interest income is determined in subsequent periods based on the

amortized cost of the financial assets and the effective interest rate.

Financial assets, other than thos. - classified as at amortized cost and those classified as at
fair value through other comprehensive income as described above, are classified by the Group
as at fair value through profit or loss. Such financial assets are subsequently measured at fair
value, with all changes in fair value recognized in profit or loss except those relating to hedge
accounting. The Group's financial assets in this category mainly include: financial assets held

for trading, and other non-current financial assets.

If the contingent consideration recognized by the Group in a business combination not
under common cantrol constitutes a financial asset, the financial asset is classified as a financial

asset at fair value through profit or loss.
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A financial asset can only be designated at initial measurement as a financial asset at fair
value through profit or loss when accounting mismatches can be eliminated or significantly

reduced.
2} Recognition basis and measurement for transfer of financial assets

The Group derecognizes a financial asset if it has transferred substantially all the risks and
rewards of ownership of the financial asset to the transferee; it does not derecognize the
financial asset if it has retained substantially all the risks and rewards of ownership of the

financial asset.

If the Group neither transfers nor retains substantially all the risks and rewards of
ownership of the financial asset, the Group shall: derecognize the financial asset and recognize
the resulting assets and liabilities if it has relinquished control over the financial asset; recognize
the related financial asset to the extent of its continuing invalvement in the transferred financial
asset and recognize the related liabilities accordingly if it has not relinquished control over the

financial asset.

If the continuing involvement is achieved by praviding a financial guarantee over the
transferred financial asset, the asset resulting from the continuing involvement is recognized at
the lower of the book value of the financial asset and the amount of the financial guarantee, The
amount of the financial guarantee is the maximum amount of consideration received that will

be required to be repaid.

If a transfer of a financial asset as a whaole satisfies the derecognition condition, the
difference between the book value of the transferred financial asset at the date of derecognition
and the sum of the consideration received for the transfer and the cumulative amount of
changes in fair value previously recognized directly in other comprehensive income
carrespanding to the derecognized portion is recognized in profit or loss for the current period
(The financial asset involved in the transfer meets both the following conditions: (1) the Group's
business model for managing the financial asset is aimed at both collecting the contractual cash
flows and selling the financial asset; and @ the contractual terms of the financial asset provide
that the cash flows arising on a specific date are solely payments of principal and interest based

on the outstanding principal amount.)
3) Impairment of financial instruments
a. Scope of application

The Group impairs financial assets measured at amortized cost, investments in debt
instruments at fair value through other comprehensive income, lease receivables, contract
assets, loan commitments and financial guarantee contracts on the basis of expected credit

losses and recognizes a loss provision.
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For receivables and contract assets without significant financing components, the Group
applies a simplified measurement method and measures the loss provision at an amount equal

to the expected credit lass over the entire life of the asset.

For lease receivables, receivables and contract assets with significant financing
components, the Group elects to apply a simplified measurement method and measures the

loss pravision at an amount equal to the expected credit loss over the entire life of the asset.

b. Method of determining expected credit losses and accounting

treatment

For financial assets, loan commitments and financial guarantee contracts other than those
using the simplified measurement method as described above, the Group assesses at each
balance sheet date whether the credit risk has increased significantly since initial recognition. If
the credit risk has not increased significantly since initial recognition and is in the first stage, the
Group measures the loss provision at an amount equal to the expected credit lasses over the
next 12 months and calculates interest income based on the book balance and the effective
interest rate; if the credit risk has increased significantly since initial recognition but no credit
impairment has occurred, it is in the second stage, and the Group measures the loss provision
at an amount equal to the expected credit losses over the entire life of the asset and calculates
interest income based on the book balance and the effective interest rate; if credit impairment
accurs after initial recognition, it is in the third stage, and the Group measures the loss pravision
at an amount equal to the expected credit losses over the entire life of the asset and calculates
interest income based on the amortized cost and the effective interest rate. For financial
instruments with only low credit risk at the balance sheet date, the Group assumes that the

credit risk has not increased significantly since initial recognition.

The Group assesses expected credit losses on financial instruments on an individual and
portfolio basis. The Group considers the credit risk characteristics of different customers and

evaluates the expected eredit losses of financial instruments based on aging portfolios.

The Group's approach to measuring expected credit losses on financial instruments reflects
factors such as an unbiased probability-weighted average amount determined by evaluating a
range of possible outcomes, the time value of money, and reasonable and supportable
information about past events, current conditions and projections of future economic

conditions that are available at the balance sheet date without undue additional cost or effort.,

When the Group reasonably expects that the contractual cash flows from a financial asset
will no longer be fully or partially recoverable, the Group writes down the book value of the
financial asset directly. (Disclose other conditions for writing off impairment provisions and

writing down the book value of financial assets)
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{2) Financial liabilities
1} Classification, recognition basis and measurement of financial liabilities

The Group's financial liabilities are classified on initial recognition as follows: financial
liabilities at fair value through profit or loss, financial liahilities measured at amortized cost,
except for financial guarantee contracts issued, loan commitments to lend at below-market
interest rates, and financial liahilities arising from transfers of financial assets that do not meet
the conditions for derecognition or from the continuation of involvement in the transferred
financial assets. For financial liabilities at fair value through profit or loss, the related transaction
costs are recognized directly in profit or loss, and far Financial liabilities measured at amartized

cost, the related transaction costs are included in their initial recognition amounts,

If the contingent consideration recognized by the Group as a purchaser in a business
combination not under common control forms a financial liability, the financial liability is

accounted for at fair value through praofit ar loss.
The subsequent measurement of a financial liability depends on its classification:
Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for
trading (including derivatives that are financial liahilities) and financial liabilities designated as
at fair value through profit or loss on initial recognition. Financial liabilities held for trading
{including derivatives that are financial liabilities) are subsequently measured at fair value, with
all changes in fair value recognized in profit or loss except those relating to hedge accounting.
Financial liabilities designated as at fair value through profit or loss are subsequently measured
at fair value, with changes in fair value recognized in profit or loss, except for changes in fair
value attrit.utable to changes in the Group's own credit risk, which are recognized in other
comprehensive income; if the recognition of changes in fair value attributable to changes in the
Group's own credit risk in other comprehensive income would result in, or magnify, accounting
mismatches in profit or loss, the Graup recognizes all changes in fair value {including the amount

of the effect of changes in the Group's own credit risk) in current profit or loss.

(Financial liabilities designated as at fair value through profit or loss on initial recognition,
if any) A financial liability may be designated as at fair value through profit or loss on initial

measurement only if one of the following conditions is satisfied:
a. It caneliminate or significantly reduce accounting mismatches;

b. The formal written document on risk management or investment strategy has stated
that the financial instrument portfolio is managed, evaluated, and reported to key management

personnel based on fair value;
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c. It includes hybrid instruments of one or more embedded derivatives, unless the
embedded derivatives do not materially alter the cash flows of the hybrid instrument or it is

clear that the embedded derivatives should not be split from the underlying hybrid instrument;

d. ltincludes hybrid instruments of embedded derivatives that need to be separated but

cannot be measured separately at the time of acquisition or a subsequent balance sheet date.
Financial liabilities measured at amortized cost

Such financial liabilities are subsequently measured at amortized cost using the effective

interest rate method.
2) Conditions for derecognition of financial liabilities

A financial liability or a portion of the financial liability for which the obligation has been
discharged is derecognized when all or part of the present obligation of the financial liability has
been discharged. If the Group enters into an agreement with a creditor to replace an existing
financial liability by assuming a new financial liability and the contractual terms of the new
financial liability are materially different from those of the existing financial liability, the existing
financial liability is derecognized and the new financial liability is recognized at the same time. If
the Group materially modifies all or part of the contractual terms of an existing financial liability,
the Group derecognizes the existing financial liability or a portion thereof and recognizes the
maodified financial liability as a new financial liability. The difference between the book value of

the derecognized portion and the consideration paid is recognized in current profit or loss.

{3) Methodology for determining the fair value of financial assets and financial
liabilities
The Group measures [derivative financial instruments and investments in equity
instruments] at fair value at each balance sheet date. Fair value is the price that a market

participant would receive for selling an asset or pay for transferring a liability in an orderly

transaction occurring on the measurement date.

The Group measures the fair value of financial assets and financial liabilities at prices in the
principal markets or, if no principal market exists, at prices in the most advantageous market
and using valuation techniques that are applicable at the time and supported by sufficient
available data and other information. There are three levels of inputs used in fair value
measurements: Level 1 inputs are unadjusted quoted prices in active markets for identical assets
or liabilities that are available at the measurement date; Level 2 inputs are inputs other than
level 1 inputs that are directly or indirectly observable for the related assets or liabilities; and
level 3 inputs are unobservable inputs for the underlying assets or liabilities. The Group gives
the highest priority to the level 1 inputs and the lowest priority to the level 3 inputs. Level 1

inputs are used for financial assets held for trading, and Level 3 inputs are used for unlisted
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equity. The level to which the fair value measurement results belong is determined by the lowest

level to which the inputs that are significant to the fair value measurement as a whole belong,.

At each balance sheet date, the Group reassesses the assets and liabilities recognized in
the financial statements that are measured at fair value on a continuous basis to determine

whether a transition has occurred between the fair value measurement hierarchy.

The Group's investments in equity instruments are measured at fair value. However, in
limited circumstances where there is insufficient recent information available to determine fair
value ar where the range of possible estimates of fair value is wide and the cost represents the
best estimate of fair value within that range, the cost may represent the appropriate estimate
of fair value within that range of distribution. Equity instrument investments in this category

include: other equity instrument investments, other non-current financial assets,

The Group manages its financial assets and financial liabilities on the basis of net exposure
to market risk and credit risk, and therefaore measures the fair value of the portfolio of financial
assets and financial liabilities on the basis of the price at which a market participant would sell
net long (i.e., an asset) or transfer net short (i.e., a liability) in an arderly transaction in current

market conditions at the measurement date. (If applicable)

If the fair value initially recognized for a financial instrument {which is neither based on
quoted prices in active markets for identical assets or liabilities nor on valuation techniques that
use only observable market data) differs from the transaction price, the accounting policy used

ta recognize the difference in profit or loss shall be disclosed by type,
(4) Offsetting between financial assets and financial liabilities

The Group's financial assets and financial liahilities are presented separately in the balance
sheet and are not offset against each other. However, when the following conditions are also
met, the net amount after mutual offset is presented in the balance sheet: (1) the Group has a
legal right to offset the recognized amount and such legal right is currently enforceable; and @
the Group plans to settle on a net basis or to realize the financial assets and settle the financial

liabilities at the same time.
{5) Derivative financial instruments

The Group uses derivative financial instruments, which are initially measured at fair value
at the date the derivative transaction contract is entered into and subsequently measured at
their fair value. Derivative financial instruments with a positive fair value are recognized as an
asset and those with a negative fair value are recognized as a liability. Gains or losses arising
from changes in the fair value of derivatives are recognized directly in profit or loss, except in

relation to hedge accounting.

(6) Distinction between financial liahilities and equity instruments and related
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treatment

The Group distinguishes between financial liabilities and equity instruments in accordance
with the following principles: 1) A contractual obligation meets the definition of financial liability
if the Group cannot unconditionally avoid the delivery of cash or other financial assets to meet
the obligation. Some financial instruments, while not expressly containing terms and conditions
for the obligation to deliver cash or other financial assets, may indirectly create contractual
obligations through other terms and conditions. 2) If a financial instrument is to be settled with,
or may be settled with, the Group's own equity instrument, consideration needs to be given to
whether the Group's own equity instrument used to settle the instrument is a substitute for cash
or other financial assets or is intended to give the holder of the instrument a residual interest in
the assets of the issuer after deducting all liabilities. In the former case, the instrument is a
financial liability of the issuer; in the latter case, the instrument is an equity instrument of the
issuer. In some cases, a contract for a financial instrument that requires the Group to settle that
financial instrument with, or may be settled with, its own equity instrument, where the amount
of the contractual right or contractual obligation is equal to the amount of the own equity
instrument available or to be delivered multiplied by its fair value at settlement, whether the
amount of the contractual right or obligation is fixed or is based wholly or partly on changes in
variables other than the market price of the Group's own equity instrument (such as interest
rates, the price of a commaodity or the price of a financial instrument), is classified as a financial

fiability.

The perpetual bonds issued by the Group do not have a maturity date and the Group has
the right to roll over the bonds an unlimited number of times after maturity. For the coupon
interest of the perpetual bonds, the Group has the right to defer the payment, and the Group
has no contractual obligation to pay cash or other financial assets. Therefore, perpetual bonds

are classified as equity instruments.

Where financial instruments or their components are financial liabilities, interest, stock
dividends (dividends), gains or losses thereon, and gains or losses arising from redemption or

refinancing, are recognized in profit or loss for the current period.

When a financial instrument or a component of an equity instrument is issued {including
refinancing), repurchased, sold or written off, the Group treats it as a change in equity and does

not recognize changes in the fair value of the equity instrument.
11. Notes receivable and accounts receivable

{1) Individual accrual of impairment provision
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The individual accrual of impairment provision for the following notes receivable and
accounts receivable is made by the Group and the bad debts are provisioned based on the

difference between the present value of future cash flow and the book value,

@ The top 5 in closing balances; @the individual amount of receivables at year-end

accounted for 10% ({including) or more of the receivables.
(2} Accrual of impairment provision by portfolio

When information on expected credit losses cannot be assessed at a reasonable cost for
individual financial assets, the Group divides the notes receivable, accounts receivable and
contract assets into portfolios based on credit risk characteristics and calculates expected credit

losses on a portfolio basis, which is determined on the following basis:

1) Notes receivable

*  Paortfolio 1 of notes receivable: Bank notes receivable portfolio

+  Portfolio 2 of notes receivable: Commercial notes receivable portfolio
2)  Accounts receivable

e Portfolio 1 of accounts receivable: Non-risk accounts portfolio

*  Partfolio 2 of accounts receivable: Other accounts receivable portfolio

Among them, the non-risk accounts receivable portfolio includes:

Reimhursements receivable (provision for warranty indemnity is made in accordance with
industry regulations and there is no provision for impairment), government arrears, staff

reserves, deposits, bonds, related transactions, electrical bill receivables, etc.

On the basis of grouping, the Group will prepare the following table of risky asset types,
aging of accounts receivable and fixed allowance ratic by referring to historical credit loss

experience, and use it as the basis for calculating expected credit losses.

a. Aging portfolio

Aging Accounts receivable accrual ratio (%) Other receivables accrual ratio (%)
Within 1 year 0.00 0.00

1-2 years 10.00 10.00

2-3 years 30.00 30.00

3-4 years 50.00 50.00

4-5 years 70.00 70.00

Mare than 5 years 100.00 100.400

3) Accounting treatment

28

— F-429 -



Guangzhou Development District Holdings Group Co., Ltd.
Notes to the Financial Statements

January 1%, 2023 - December 31%, 2023

{Unless otherwise specified, the amounts are expressed in RMB)

The Group calculates the expected credit loss on notes receivable and accounts receivable
at the balance sheet date. If the expected credit loss is greater than the current book balance of
the provisian for impairment of notes receivable or accounts receivable, the Group recognizes
the difference as an impairment loss on notes receivable or impairment loss on accounts
receivable, debiting "credit impairment loss" and crediting "provision for bad debts". Conversely,
the Group recognizes the difference as an impairment gain and makes the opposite accounting

entry.

The Group incurs credit losses in practice and identifies the related notes or accounts
receivable are irrecoverable, after approval, their value could be written off. Based on the
approved write-off amount, the Group debits "provision for bad debts" and credits "notes
receivable”, "accounts receivable" and "other receivables”. If the write-off amount is greater

than the provision amount made, their difference is debited to "credit impairment loss".
12. Securities underwriting

The Group's securities are underwritten by means of balance underwriting and distribution.
Under balance underwriting, unsold securities at the end of the issue period are converted into

trading financial assets at the agreed issue price, etc.

The Group recognizes the costs associated with the issuance of projects prior to their
establishment in profit or loss for the current period. After the project is established, separately
identifiable issuance costs are charged to the account of pending underwriting costs, and gains
and losses are carried forwa.rd when the project is successfully issued. All project costs that are

confirmed to be unsuccessful in issuance are recorded in profit or loss for the current period.
13. Method of accounting for bond-denominated operations

The Group recognizes revenue when it accepts a mandate to honor the maturity of bonds
issued by the principal and when the related services provided by the bond-delivery business

are completed.
14. Buy-back and sell-back payments

A buy-sell transaction refers to the purchase of related assets (including bands and notes)
from a counterparty at a certain price in accordance with a contract or agreement, and the resale
of the same financial products at an agreed price on the maturity date of the contract or
agreement. Purchases and sales are accounted for as actual payments made at the time of
purchase and sale of the underlying assets and are shown in the balance sheet under "Buying

back the sale of financial assets".

A sale and repurchase transaction is the sale of an underlying asset (including bonds and
notes) to a counterparty at a price in accordance with a contract or agreement, and the

repurchase of the same financial product at the agreed price on the maturity date of the contract
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or agreement. Sales of repurchases are accounted for based on the amounts actually received
at the time of the sale of the repurchased assets and are shown in the balance sheet under the
item "Amount of financial assets sold for repurchases”. The financial products sold remain on
the Group's balance sheet in accordance with their original classification and are accounted for

in accordance with the relevant accounting policies.

Interest income and expenditure on buy-backs and sell-backs are recognized at the
effective interest rate over the period of the buy-back or sale. Where the difference between
the effective interest rate and the contractual rate is small, interest income and expenditure are

calculated at the contractual rate.
15. Customer asset management

The Group's customer asset management business is divided into targeted asset
management business, pooled asset management business and special asset management

business.

The Group accounts for the different asset management plans it manages, with each
product as the accounting subject, with separate accounting and separate financial reporting.
The different asset management plans are independent of each other in terms of registering,
setting up accounts, transferring funds, keeping books, etc, The accounting for pooled asset
management business products is performed based on the accounting for portfalio investment

funds and the pooled asset plan is valued at fair value at each valuation date.
16. Financing and financing of securities

The Group's securities financing business refers to the business activities in which the
Group lends funds to customers to buy securities or lends securities to customers to sell, and
the customers deposit the corresponding collateral. The Group's financing and securities
financing business is divided into two categories: financing business and securities financing

business.

Financing operations, which are accounted for in accordance with the relevant provisions
of Accounting Standards for Business Enterprises No. 22 - Recognition and Measurement of
Financial Instruments. The Group's financing recognhizes receivables and recognizes

corresponding interest income.

In the securities business, the securities financed are not derecognized and the
corresponding interest income is recognized, in accordance with the relevant provisions of the

Accounting Standards for Business Enterprises No. 23 - Transfers of Financial Assets.

The Group accounts for its securities brokerage business when it finances and finances

securities on behalf of its clients.
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The Group reasonably anticipates possible future losses based on the funds lent and the
probability of default, fully reflecting the performance risk of the funds lent and securities to be

assumed.
17. Receivables financing

Receivables financing reflects notes receivable and accounts receivable, etc. that are
measured at fair value through other comprehensive income at the balance sheet date. For the
accounting treatment, please refer to the treatment for financial assets at fair value through

other comprehensive income as described in Note I1V.10.
18. Inventories

The Group's inventories mainly include raw materials, homemade semi-finished goods and

goods in process, goods in stock, revolving materials, etc.

Inventories are valued at actual cost when acquired; the non-medical equipment segment
is accounted for using the weighted average method when inventories are issued and the
medical equipment segment is accounted for using the first-in-first-out method; low-value

consumables and packaged goods are accounted for using the one-time amartization method.

The inventory system adopts the perpetual inventory system, and a comprehensive
inventory count is conducted at the balance sheet date, if the results of the count do not match
the bookkeeping records, the reasons are identified and processed before the year-end closing
of the accounts with the approval of the Board of Directors or the shareholders' meeting, in

accordance with the Group's management authority.

Inventaries are valued at the lower of cost or net realizable value at the end of the year,
and a provision is made for the depreciation of inventories to the extent that their cost i< not
expected to be recoverable because of destruction, total or partial obsolescence, or sale prices
helow cost. Provision is made for the difference between the cost of individual items of
inventory over their net realizable value and the cost of other raw and auxiliary materials in large

quantities and at lower unit cost, by category.

The net realizable value of inventaries of goods, such as goods in stock, products in process
and materials used for sale, which are used directly for sale, is determined by the estimated
selling price of the inventory less estimated selling costs and related laxes; the net realizable
value of inventories of materials held for production is determined by the estimated selling price
of the finished product produced less estimated costs to be incurred at completion, estimated

selling costs and related taxes and fees.

Method of accounting for land for development: pure land development projects, the cost

of which canstitutes a separate cost of land development. If the cost of the project, which is
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developed together with the praperty as a whole, can be horne separately, it is generally

apportioned according to the actual area and credited to the cost of commercial housing.

Method of accounting for the cost of public facilities: For public facilities that cannot be
transferred at a fee, the standard allocation is determined in proportion to the henefit and
included in the cost of cammercial housing. For public facilities that can be transferred in return

for a fee, the costs incurred will be aggregated using each facility item as a costing object.
19. Contract assets
(1} Methods and criteria for recognition of contract assets

A contract asset is a right to receive consideration for merchandise that the Group has
transferred to a customer and that is dependent on factors other than the passage of time, If
the Group sells two distinguishable commodities to a customer and is entitled to receive
payment because one of the commodities has been delivered, but the receipt of such payment
is also dependent on the delivery of the other commodity, the Group treats the right to receive

payment as a contract asset.

{2) Method of determining expected credit losses an contract assets and accounting

treatment

The method of determining expected credit losses on contract assets can be referenced in

“Note IV. 11. Notes receivable and accounts receivable”.

Accounting treatment: if the expected credit loss is greater than the current book balance
of the provision for impairment of contract assets, the Group recognizes the difference as an
impairment loss and debits "impairment loss on assets" and credits "pravision far impairment
of cantract assets". Conversely, the Group recognizes the difference as an impairment gain and

makes the opposite accounting entry,

The Group incurs credit losses in practice and identifies the related notes or accounts
receivable are irrecoverable, after approval, their value could be written off. Based on the
approved write-off amount, the Group debits "provision for contract assets" and credits
“contract assets". If the write-off amount is greater than the provision amount made, their

difference is debited to "impairment loss of assets".
20. Long-term equity investments
(1) Basis for delermining joint control and significant influence

The Group's long-term equity investments mainly consist of equity investments held by the
Group that are capable of exercising control and significant influence over the investee units, as

well as equity investments in its joint ventures.
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Control means that the Group has power over the investee, enjoys variable returns by
participating in the investee's related activities, and has the ability to use its power over the

investee to influence the amount of its returns.

Joint control is the control shared by agreement over an arrangement, and decisions about
the activities of the arrangement must be made with the unanimous consent of the participants
who share control. A joint venture arrangement is an arrangement under the joint control of
two or more participants. A joint venture is a joint venture arrangement in which the joint

venture party has rights only in the net assets of the arrangement.

Significant influence means that the Group has the power to participate in the investee’s
financial and operating policy decisions but has no control or joint control, together with other
parties, of the establishment of those policies. The Group Is considered to have significant
influence over an investee when it owns, directly or indirectly through its subsidiaries, more than
20% but less than 50% of the investee's voting rights, unless there is clear evidence that the
Group is unable to participate in the investee's production and operation decisions. When the
Group halds less than 20% of the voting rights in an investee, the Group is considered to have
significant influence over the investee if the Group has a representative on the board of directors
or similar authority of the investee, or participates in the process of formulating the investee's
financial and operating policies, or enters into significant transactions with the investee, or
assigns management personnel to the investee, or provides the investee with key technological
information, etc. {or in view of the multiple facts and circumstances set forth above). In
determining whether it is possible to exercise significant influence over an investee, the Group
takes into account, on the one hand, the Group's direct or indirect holdings of voting shares of
the investee, and, on the other hand, the impact of the current exercisable potential voting
rights held by the Group and other parties that would result from a hypothetical conversion into
equity interests in the investee, such as the impact of currently convertibie warrants, share

options, and convertible carporate bonds issued by the investee.

(2} Methodology for determining the cost of long-term equity investments,

subsequent measurement and profit and loss recognition

The initial investment cost of a long-term equity investment at the date of consolidation is
based on acquiring the consolidated party's share of the book value of the consolidated party's
ownership interest in the consolidated financial statements of the ultimate controlling party if
the consideration for the consolidation is by way of cash payments, transfers of non-cash assets
or incurring debt. The difference between the initial investment cost of long-term equity
investments and the book value of cash paid, non-cash assets transferred and liabilities assumed
are adjusted for the equity premium in the capital reserve; if the equity premium in the capital

reserve is not sufficient to offset it, the retained earnings are adjusted.
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If equity securities are issued as merger consideration, the initial investment cost of the
fong-term equity investment at the date of cansolidation is treated as equity based on acquiring
the consolidated party's share of the boak value of the consolidated party's ownership interest
in the consolidated financial statements of the ultimate controlling party and the aggregate
nominal value of the shares issued, The difference between the initial investment cost of a long-
term equity investment and the total nominal value of the shares issued is adjusted for the
equity premium in the capital reserves; if the equity premium in the capital reserves is not

sufficient to offset it, the retained earnings are adjusted.

Business combinations not under the common control: The Group's initial investment cost
for long-term equity investments is based on the cost of consolidation determined at the date

of purchase,

The intermediary fees, such as audit, legal services, valuation consulting, and other related
management fees incurred in connection with a merger are recognized in profit or loss when
incurred; transaction fees for equity or debt securities issued as consideration for a merger are

included in the initial recognition amount of the equity or debt securities.

Long-term equity investments acquired through cash payments, other than those acquired
through business combinations as described above, are investment costs based on the actual
purchase price paid; Long-term equity investments acquired through the issuance of equity
securities, which are investment cost at the fair value of the equity securities issued; Long-term
equity investments made by the investor at the cost of the investment, based on the value
agreed in the investment contract or agreement; The cost of long-term equity investments
acqguired through debt restructuring, non-monetary asset swaps, etc., is determined in

accordance with the relevant accounting standards.

The Group adopts the cost method of accounting for long-term equity investments in which
it is able to exercise control over the investee units and the equity method of accounting for

investments in joint ventures and associates.

Under the cost method of accounting, long-term equity investments are valued at the initial
investment cost and the cost of long-term equity investments is adjusted when the investments
are added or recovered. Profits or cash dividends declared as distributions by the investee units

are recognized as investment income.

Under the equity method of accounting, the initial investment cost is greater than the
difference between the fair value share of the identifiable net assets of the investee unit at the
time of investment, without adjusting the initial investment cost of the long-term equity
investment; The cost of the initial investment is less than the difference between the fair value
share of the identifiable net assets of the investee unit at the time of investment, which is

recognized in profit or loss for the current period, and the cost of the long-term equity
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investment is adjusted. Upon acquisition of the long-term equity investment, the investment
income and other comprehensive income are recoghized separately on the basis of the share of
the net gain or loss and other comprehensive income realized by the investee for the year to
which they are entitled or to which they are entitled, and the book value of the long-term equity
investment is adjusted; The book value of the long-term equity investment is reduced
accordingly, based on the investor’s share of the profits or cash dividends declared by the
investee unit; Investors adjust the book value of long-term equity investments and record them
in shareholders' equity for changes in shareholders' equity other than net gains or losses, other
comprehensive income and distribution of profits of the investee units. In recognizing the share
of net profit or loss of an investee, investment income is recognized on the basis of the fair value
of the identifiable net assets of the investee at the time of investment acquisition, adjustments
to the net profit of the investee in accordance with the Group's accounting policies and the
accounting period, and-the offsetting of the portion of unrealized gains and losses on internal
transactions with associates and joint ventures attributable to the investor in accordance with
the proportion of entitlement. However, unrealized losses on internal transactions between the

Group and its investees are not offset if they are impairment losses on the assets transferred.

In recognizing a share of the net loss incurred by the investee, the book value of the long-
term equity investment and other long-term interests that substantially constitute the net
investment in the investee are written down to zero at most, except when the Group has an
obligation to assume additional losses. If the investee achieves net profit in the future, the Group
resumes recognition of revenue sharing after the revenue sharing amount makes up for the

unrecognized loss sharing amount.
{3) Conversion of accounting methods for long-term equity investments

If it is possible to exercise joint control or significant influence over the investee as a result
of additional investment, etc., which do not constitute control, the fair value of the equity
investment originally held that is recognized and measured in accordance with Accounting
Standares for Business Enterprises No. 22 - Recognition and Measurement of Financial
Instruments (Caikuai [2017] No. 7) plus the fair value of the consideration paid for the acquisition
of the additional investment shall be regarded as the cost of the initial investment that is
reclassified to be accounted for under the equity method. Then, a comparison is made between
the initial investment cost obtained from the above calculation and the share of the fair value
of the investee’s identifiable net assets at the date of the additional investment, which is
calculated and determined based on the updated proportion of the equity interest after the
additional investment. If the former is greater than the latter, the book value of the long-term
equity investment shall not be adjusted; if the former is less than the latter, the difference shali
be adjusted to the book value of the long-term equity investment, and charged to the current

non-operating income.
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For leng-term equity investments in which control over investee units not under the same
control can be exercised as a result of additional investments, etc., the initial investment cost,
which is accounted for under the cost method, is the sum of the hook value of the equity
investments originally held plus the cost of the new investments in the preparation of the
individual financial statements. Other comprehensive income recognized as a result of the
equity method of accounting for equity investments existing prior to the date of purchase is
accounted for on the same basis as the related assets or liabilities directly disposed of by the
investee unit when the investment is disposed of. Where equity investments held prior to the
date of purchase are classified as available-for-sale financial assets for accounting purposes,
changes in cumulative fair value that were previously included in other comprehensive income

are transferred to current profit or loss when they are accounted for using the cost method.

Where the Group no longer has common control or significant influence over an investee
unit, the recognition and measurement of remaining equity after disposal is subject to
Accounting Standards for Business Enterprises No.22 - Recognition and Measurement of
Financial Instruments (CaiKuai [2017] No. 7), and the difference between fair value and book
value at the date of loss of common control or significant influence is recognized in profit or loss
for the current period. Other comprehensive income recognized as a result of the equity method
of accounting for the original equity investment is accounted for on the same hasis as if the
related assets or liabilities were disposed of directly by the investee when the equity method of

accounting is discontinued;

If the Group loses control over an investee due to the disposal of part of its equity
investment, etc., and the remaining equity interest after disposal is able to exercise joint control
or significant influence over the investee, the Group will switch to the equity method of
accounting, and the remaining equity interest will be adjusted as if it were accounted for by the
equity method from the time aof acquisition in the preparation of the individual financial
statements; and the remaining equily interest will be remeasured in the consolidated financial
statements hased on the fair value at the date of the loss of control; if the remaining equity
interest after disposal cannot exercise joint control or significant influence over the investee and
is recognized and measured by applying “Accounting Standards for Business Enterprises Na. 22
- Recognition and Measurement of Financial Instruments” {Caikuai [2017] No. 7), the difference
between the fair value and the book value at the date of loss of control is recognized in current

profit or loss.
{(4) Disposal of long-term equity investments

Disposal of long-term equity investments, the difference between their book value and the
actual acquisition price is recognized in current investment income. Long-term equity

investments accounted for using the equity method of accounting are disposed of on the same
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basis as the related assets or liabilities directly disposed of by the investee unit, and the portion
originally included in other comprehensive income is accounted for in the corresponding

propertion.
{S) Impairment of long-term equity investments

For the method of impairment test and provision for impairment of long-term equity

investments, refer to Note V.29.
21. Investment properties

For investment properties that are measured consequently at the fair value model, the

basis of accounting policy choice is:

Investment properties are real estate held to earn rentals or capital appreciation, or both.
This includes land use rights that have been leased out, land use rights that are held and
intended to be transferred after appreciation, and buildings that have been leased out. In
addition, vacant buildings held by the Group for operating lease, are also reported as investment
properties if the Board of Directors (or similar institution) makes a written resolution that they

will be used for operating lease and the intention to hold them will not change in the near future.

Investment properties are initially measured at cost. Subsequent expenditures related to
investment properties are included in the cost of investment properties if it is probable that the
economic benefits associated with the asset will inflow and the cost can be measured reliably.

Other subsequent expenditures are recognized in profit or loss as incurred.

The Group does not depreciate or amortize investment properties. The book value of
investment properties is adjusted at the balance sheet date on the basis of their fair value, and

the difference between the fair value and the original book value is recognized in profit or loss.

The fair value of investment properties is determined by referencing the current market
price of similar or comparable properties in an active market; if the current market price of
similar or comparahle properties is not available, then the last transaction price of similar or
comparable properties in an active market is used, and taking into account factors such as the
circumstances of the transaction, the transaction date and the area in which it is located, to
make a reasonable estimate for the fair value of investment properties, or the fair value is
determined based on the present value of rental income and related cash flows expected to be

chtained in the future.

When self-use real estate or inventories are converted to investment properties, the
investment properties are measured at their fair value on the conversion date, if the fair value
is less than its original book balance, the difference is recognized in current profit or loss; if the
fair value is greater than the original book balance, the difference is recognized in other

comprehensive income. When investment properties are converted to self-use real estate, the
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fair value on the conversion date is used as the book value of the self-use properties, and the
difference hetween the fair value and the original book value is recognized in current profit or

loss.
22. Fixed assets

Fixed assets are tangible assets that have the following characteristics: they are held for
the production of goods, provision of services, rental or operation management and have a

useful life of more than one year.

Fixed assets, including houses and buildings, machinery equipment, transportation
equipment, electronic equipment and others, are recorded at their cost at the time of
acquisition. The cost of purchased fixed assets includes the purchase price, import duties and
taxes, and other expenditures directly attributable to the fixed assets incurred before the fixed
assets are brought to the intended state of use; the cost of self-constructed fixed assets consists
of the necessary expenditures incurred before the assets are brought to the intended state of
use; fixed assets invested by investors are recorded at the value agreed in the investment
contract or agreement, but if the value agreed in the contract or agreement is not fair, they are

recorded at fair value,

Subsequent expenditures relating to fixed assets, including repair expenditures, upgrading
expenditures, etc,, are included in the cost of fixed assets if they meet the conditions for
recognition of fixed assets, and for the replaced partion of the fixed assets, their boak value is
derecognized; those that do not meet the conditions for recognition of fixed assets are

recognized in the current profit or loss when they are incurred.

The Group accrues depreciation on all fixed assets except those that are fully depreciated
and are still in use, and land that is accounted for separately. Depreciation is provided using the
average useful life method {or other methods) and is charged to the cost or current expense of
the respective asset, depending on its use. The Group's classified depreciable lives, estimated

net residual values and depreciation rates for fixed assets are as follows:

o Category Depreciation period (years) Projected residual value Arnual depreciation rate

...... o rate (%) {26}
1 __F‘iog_s_zzgfmli buildings 20-50 B 010 1.80-5.00
2 ___l}/_l_afljl__i_r?r-_zr\,r gquipment 325 210 3.60-32.67

3 Tranqur@_g_q_l:l-i_p_ment 4-8 3-10 ] 11.25-23.75

4 Electranic equipm_gnt i B 5-8 35 ﬁ”}_l.‘BB_flw

5 Office equipment _ 5 o 5 19.00

a Other equipment 5-6 2-10 15.00-19.60

At the end of each year, the Group reviews the estimated useful life, estimated net residual

value and method of depreciation of fixed assets and treats changes, if any, as changes in

accounting estimates.
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Recognition of a fixed asset is discontinued when the asset is disposed of or when no
economic benefit is expected to result from its use or disposal. The amount of disposal proceeds
from the sale, transfer, obsolescence or destruction of fixed assets, net of their book value and

related taxes and fees, is recognized in profit or loss for the current period.

For the method of impairment test and provision for impairment of fixed assets, refer to
Note 1V.29.

23. Construction in progress

Construction in progress is measured at the cost actually incurred. Self-operated
construction works are measured according to direct materials, direct wages, direct construction
costs, etc.; outsourced construction works are measured according to the project price payable,
etc.; equipment installation works are determined according to the value of the installed
equipment, installation costs, expenses incurred in commissioning works, etc. Construction-in-
progress costs also include borrowing costs and exchange gains and losses that should be

capitalized.

Construction in progress is transferred to fixed assets on the date when it reaches its

intended useable condition, and depreciation starts from the following month.

For the method of impairment test and provision for impairment of construction in

progress, refer to Note 1V.29.
24. Borrowing costs

Borrawing costs include interest on borrowings, amortization of discounts or premiums,
ancillary costs and exchange differences arising from foreign currency borrowings. Borrowing
costs directly attributable to the acquisition or production of assets eligible for capitalization are
capitalized when expenditures on the assets have been incurred, the borrowing costs have been
incurred and the acquisition or production activities necessary to bring the assets to a
predetermined state of use or salc have commenced; Capitalization ceases when the acquisition
or praduction of assets eligible for capitalization reaches a predetermined state of availability or
sale. The remaining borrowing costs are recognized as expenses in the period in which they are

incurred.

Interest costs actually incurred during the period of the specialized borrowing are
capitalized after deducting the amount of interest income earned on unspent borrowed funds
deposited with the bank or investment income earned on temporary investments; General
borrowings are capitalized based on the weighted average of asset expenditures in excess of the
portion of accumulated asset expenditures dedicated to borrowing multiplied by the weighted

average interest rate on the general borrowings occupied.
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Assets eligible for capitalization are fixed assets, investment properties and inventories that
require a significant period of time (usually more than one year) of acquisition, construction or

production activity to reach a predetermined state of use or sale.

If there is an abnormal interruption in the acquisition ar production of an asset eligible for
capitalization that occurs for more than three consecutive months, the capitalization of

barrowing costs is suspended until the acquisition or production of the asset recommences.
25. Intangible assets

Intangible assets are identifiable non-monetary assets owned or controlled by the Group
that have no physical form, including land use rights, application software and proprietary

technology.

The Group recognizes intangible assets acquired in a business combination not under
common control that is owned by the acquiree but not recognized in its financial statements as
intangible assets at fair value upon initial recognition of the acquiree's assets if one of the
following conditions is met: 1. they arise from contractual or other legal rights; 2. they can be
separated or carved out from the acquiree and can be sold, transferred, licensed, leased or

exchanged, either individually or together with related contracts, assets and liahilities.

Land use rights are amortized evenly over the years from the commencement date of the
grant; patented technologies, non-patented technologies and other intangible assets are
amortized evenly over the shortest of the estimated useful life, the contractual beneficiary life
and the effective life prescribed by law. The amortization amaunt is charged to the cost of the

related assets and current profit or loss according to the beneficiaries.

The estimated useful life and amortization method of intangible assets with finite useful
lives are reviewed at the end of each year, and any changes are treated as changes in accounting
estimates, The estimated useful lives of intangible assets with indefinite useful lives are
reviewed in each accounting period, and if there is evidence that the useful life of an intangible
asset is finite, the useful life is estimated and the intangible asset is amortized over the estimated

useful life.

For the method of impairment test and provision for impairment of intangible assets, refer

to Nate V.29,
26. Research and development

The Group's research and development expenses are divided into research phase expenses
and development phase expenses according to their nature and the greater uncertainty as to
whether the research and development activities will result in intangible assets. Research phase
expenditures are recognized in profit or loss as incurred; development phase expenditures are

recognized as intangible assets when the following conditions are also met:
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{1) Completion of the intangible asset to make it technically feasible to use or sell it;
{2) Intent to complete the intangible asset and use ar sell it;

(3) A market exists for the product produced using the intangible asset or for the

intangible asset itself;

{4) Adequate technical, financial and other resources are available to complete the

development of the intangible asset and the ability to use or sell it;

{(5) The expenditures attributable to the development phase of the intangible asset can

be reliably measured.

Development phase expenditures that do not meet the above conditions are recognized in
current profit or loss when incurred. Development expenditures that were recognized in profit
or loss in prior periods are not recognized as assets in subsequent periods. Expenditures for the
capitalized development phase are shown as development expenditures on the balance sheet
and are reported as intangible assets from the date the project reaches a predetermined state

of availability.
27. Long-term deferred expenses

Long-term deferred expenses are expenses that have been expended but have a benefit
period of more than one year (excluding one year), and Long-term deferred expenses are valued
at actual cost at the time of incurrence and are amortized equally over the benefit period. If a
long-term deferred expense does not benefit subsequent accounting periods, the full amortized

value of the item that has not been amortized is transferred to profit or loss in the current period.

Amartization period:

. ltem _ o Estimated useful life
Capacity substitution compensation B The remaining uscful life of the unit
Other long-tarm deferred expenses 3-5 years

28. Goodwill

Goodwill is the excess of the cost of an equity investment or a business combination not
under the same control over the share of the fair value of the identifiable net assets of the
investee or purchaser acquired in the business combination at the date of acquisition or

purchase.

Goodwill relating to subsidiaries is shown separately on the consolidated financial
statements, and goodwill relating to associates and joint ventures is included in the book value

of long-term equity investments.

29. Impairment of non-financial long-term assets
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The Group examines long-term equity investments, fixed assets, construction in progress,
and intangible assets with finite useful lives at each balance sheet date, It is shown that an asset
may be impaired when the following indications exist and the Group will perform an impairment
test. Goodwill and intangible assets with indefinite useful lives are tested for impairment at the
end of each year, regardless of whether there is an indication of impairment. If it is difficult to
test the recaverable amount of an individual asset, the test is performed based on the asset

group or partfolio of the asset group to which the asset belongs.

After the impairment test, if the boaok balance of the asset exceeds its recoverable amount,
the difference is recognized as an impairment loss, Once an impairment loss is recognized for
the above asset, it will not be reversed in subsequent accounting periods. The recoverable
amount of an asset is the higher of the net amount of the asset's fair value less its disposal costs

and the present value of the asset's estimated future cash flows.
Indications of impairment are as follows:

(1) Asharp decline in the market value of an asset in the current period, which is
obviously higher than the decline that would be estimated due to the passage of time or

normal use;

(2) The economic, technological or legal environment in which the enterprise operates
and the market in which the asset is located has changed significantly in the current period or

will change in the near future, which has an adverse effect on the enterprise;

(3) Market interest rates or other market rates of return on investments have increased
in the current period, thereby affecting the discount rate at which the enterprise calculates the
present value of the expected future cash flows of an asset, resulting in a significant reduction

in assets’ recoverable amount.
(4) There is evidence that an asset has become obsolete or its entity has been damaged.
(5] An asset has been or will be idle, discontinued or scheduled for early disposal.

(6) Evidence reported within the enterprise that the economic performance of an asset
has been or will be lower than expected, such as the net cash flow generated or operating
profit (or loss) realized from an asset is significantly lower {or higher} than the estimated

amount.
{7) Other indications that an asset may have been impaired.
30. Contract liabilities

Contract liabilities reflect the Group's obligation to transfer goods to customers for
consideration received or receivable from customers. If the customer has paid the contract

consideration or the Group has acquired the unconditional right to receive the contract

42

— F-443 -



Guangzhou Development District Holdings Group Co., Ltd.
Notes to the Financial Statements

January 1%, 2023 - December 31%, 2023

{Unless otherwise specified, the amounts are expressed in RMB)

consideration before transferring the goods to the customer by the Group, a contract liability is
recognized for the amount received or receivable at the earlier point of the actual payment or

the amount due and payable by the customer.
31. Employee benefits

Employee benefits refer to the various forms of remuneration or compensation given by a
Group for services rendered by an employee or for the dissolution of a labour relationship.
Employee benefits include short-term remuneration, post-employment benefits, termination
benefits and other long-term employee benefits. Benefits provided by the Group to spouses,
children, dependents, survivors of deceased employees and other beneficiaries are also part of

the employee's benefits.,

{1) Short-term remuneration is the employee benefits that are required to be paid by
the Group in full within twelve months after the end of the annual report peried in which the
employees perform the relevant services, except for compensation for termination of the
employment relationship with the employees. The Group's short-term remuneration includes:
employee salaries, bonuses, allowances and subsidies, employee benefits, social insurance
premiums such as medical insurance premiums, injury insurance premiums and maternity
insurance premiums, housing fund, union funds and employee education funds, short-term
paid absences, short-term profit-sharing schemes, non-monetary benefits and other short-

term remuneration.

The Group recognizes the short-term remuneration actually incurred as a liability in the
accounting period in which the services are rendered by the employees and recognizes it in
profit or loss or the related cost of assets for the current period, depending on the beneficiary
of the services rendered by the employees. Where short-term remuneration is a non-monetary

benefit, it is measured at fair value.

(2) Post-employment benefits are all forms of remuneration and benefits, other than
short-term remuneration and termination henefits, that are provided after the employee
retires or dissolves his or her employment with the Group in order to obtain services provided
by the employee. The Group classifies post-employment benefit plans into defined
contribution plans and defined benefit plans. {i)Defined contribution plan: A post-employment
benefit plan in which The Group has no further obligation to pay after contributing a fixed fee
to a separate fund. In the accounting period in which an employee provides services, including
basic pension insurance, unemployment insurance, etc., the amount of contributions due
under the defined contribution plan is recognized as a liability and included in current profit or
loss or the cost of related assets. (iijDefined benefit plan: A post-employment benefit plan

other than a defined contribution plan.

{3) Termination benefits mean that the Group severs labor relations with an employee
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before the expiration of the contract or proposes compensation to encourage the staff the
accept downsizing voluntarily. Although the employees did not terminate the labor contract
with the Group, they will no longer provide services for the Group in the future and they will
not bring economic benefits to the Group, the Group promises to provide ecanomic
compensation that is, in essence, the termination benefits, such as the “early retirement”,
termination benefits should be paid to employees prior to the official retirement date, and

post-employment benefits should be paid to employees after the official retirement date.

Where the Group provides termination benefits to employees, the employee
compensation liabilities incurred by the termination benefits should be recognized and recorded
into the profit or loss for the period when the Group cannot withdraw unilaterally the
termination benefits provided for the termination plan of [abor relations or cutback suggestions,
or when the Group recognizes the cost related to reorganization involving the payment of

termination benefits, whichever is earlier.

(4) Other long-term employee benefit refers to all employee compensation except short-
term remuneration, post-employment benefits and termination benefits, including long-term

paid absences, long-term disability benefits, long-term profit-sharing plans, etc.

Accounting treatment should be conducted on other long-term employee benefits
provided to employees by the Group according to relevant provisions of the defined
contribution plans if such plans are confirmed. When other long-term employee benefits
provided to employees by the Group conform to the defined cantribution plans, the Group shall
account for it according to relevant provisions of such plan; but remeasure the change arising
from the net liabilities or net assets of ather long-term employee benefits. The total net amount

should be included in the profit or loss for the pericd or relevant asset cost.
32. Share-based payment

Share-based payments are transactions in which equity instruments are granted or
liabilities determined based on equity instruments are assumed in order to obtain services from
employees or other parties. Share-based payments are divided into equity-settled share-based

payments and cash-settled share-hased payments.

Equity-settled share payments made in exchange for services rendered by the employees
are measured at the fair value of equity instruments granted to the employees at the grant date.
The amount of this fair value is included in the related costs or expenses on a straight-line basis
during the waiting period based on the best estimate of the number of available equity
instruments, with a corresponding increase in capital reserves, if the services are completed
during the waiting period or if the required performance conditions are met before the right is

granted.
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Cash-settled share-based payments are measured at the fair value of the liabilities assumed
by the Group that are determined based on shares or other equity instruments. If the right is
granted immediately, the related costs or expenses are recognized at the fair value of the liability
assumed at the date of grant, increasing the liability accordingly; If the right is required to
complete services during the waiting period or to meet specified performance conditions, at
each balance sheet date in the waiting period, services acquired in the current period are
charged to cost or expense and the liability is adjusted accordingly, based on the best estimate

of the availability of the right, to the fair value of the liability assumed by the Group.

The fair value of the liability is remeasured at each balance sheet date and the balance
sheet date prior to the settlement of the related liability, and the change is recognized in profit

or loss for the period.
33. Bonds payable

The Group’s bonds payable are measured initially at their fair value, and the related
transaction costs are included in the initial recognition amount, subsequently measured at

amaortized cost.

The difference between the bonds’ price paid and its total face value, as a premium or
discount to the bonds, is amortized over the duration of the bonds at the effective interest rate
method while interest is accrued and is treated in accordance with the treatment of borrowing

costs,
34, Provisions

The Group recognizes a liability for operations related to contingent matters such as
external guarantees, discounting of commercial promissory notes, pending litigation or
arbitration, product quality assurance, etc., when the following conditions are met: the
obligation is a present obligaticn of the Group; it is probahle that performance of the obligation
will result in an outflow of economic benefits from the enterprise; and the amount of the

obligation can be measured reliably.

The provisions are initially measured on the basis of the best estimate of the expenditure
required to meet the related current obligation, taking into account factors such as risk,
uncertainty and time value in money, which are related to contingencies, Where the time value
of maney is significant, the best estimate is determined by discounting the related future cash
outflows. The book value of the provision is reviewed at each balance sheet date and adjusted,

if changed, to reflect the current best estimate,

35. General risk reserves
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The subsidiary of the Group, Yuekai Securities Co., Ltd., Guangzhou Get Financing&
Guarantee Co., Ltd., sets aside general risk reserves and transaction risk reserves respectively at

10% of the net profit in the current year.
36. Other financial instruments such as preference shares, perpetual bonds, etc.

The Group classifies the preference shares and perpetual bonds conforming to the equity
instrument as equity instruments and the rest as financial liabilities. For the relevant accounting
palicies, please refer to “Note IV. 10. (6) Distinction between financial liabilities and equity

instruments and related treatment”.

Preferred stocks and perpetual bonds classified as debt instruments are initially measured
at their fair value, net of transaction costs, and subsequently measured at amortized cost using
the effective interest rate method, with interest expense or dividend distribution treated as

borrowing costs and gains or losses on repurchases or redemptions recognized in profit or loss.

Preference shares and perpetual bonds, which are equity instruments, are issued at
consideration received less transaction costs to increase the awner's equity, and their interest
expense or dividend distribution is treated as profit distribution, and repurchases aor

cancellations are treated as changes in equity.
37. Revenue
(1) Accounting policies used for revenue recognition and measurement

Revenue is recognized when the customer obtains contral of the relevant goods if both of
the following conditions are met: the parties to the contract have approved the contract and
committed to performing their respective obligations; the contract specifies the rights and
obligations of the parties to the contract in relation to the goods transferred or services
rendered; the contract has clear payment terms in relation to the goods transferred; the
contract has commercial substance, i.e., the perfarmance of the contract will change the Group's
the risk, timing distribution or amount of future cash flows; and it is probable that the Group
will recover the consideration to which it is entitled as a result of the transfer of goods to the

customer,

At the contract commencement date, the Group identifies each individual performance
obligation existing in the contract and apportions the transaction price to each individual
performance obligation in proportion to the relative share of the individual selling price of the
goods committed to each individual performance obligation. The impact of variable
consideration, the existence of significant financing components in the contract, non-cash
consideration, and consideration payable to customers are considered in determining the

transaction price.
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For each individual performance obligation in a contract, the Group recognizes the
transaction price apportioned to that individual performance obligation as revenue in
accordance with the progress of performance during the relevant performance period if one of
the following conditions is met: the customer obtains and consumes the economic benefits from
the Group's performance at the same time as the Group's performance; the customer has
control over the goods under construction in the course of the Group's performance; the goods
produced in the course of the Group's performance The goods produced in the course of the
Group's performance have irreplaceable uses and the Group is entitled to receive payments for
the cumulative portion of performance completed to date throughout the contract period. The
progress of performance is determined using the input method or output method depending on
the nature of the commodities transferred. When the progress of performance cannot be
reasonably determined, the Group recognizes revenue in the amount of costs already incurred
until the progress of performance can be reasonably determined, if the costs already incurred

are expected to be compensated.

If cne of the above conditions is not met, the Group recognizes revenue at the point at
which the customer obtains control of the relevant commodity over the transaction price
apportioned to that single performance obligation. In determining whether the customer has
acquired control of the commodity, the Group considers the following indications: the
enterprise has a present right to receive payment for the commaodity, i.e. the customer has a
present obligation to pay for the commodity; the enterprise has transferred legal title to the
commodity to the customer, i.e. the customer has legal title to the commodity; the enterprise
has physically transferred the commadity to the customer, i.e. the customer has taken physical
possession of the commodity; the enterprise ha- transferred ownership of the commedity to
the customer the enterprise has transferred to the customer the principal risks and rewards of
ownership of the merchandise, i.e., the customer has acquired the principal risks and rewards
of ownership of the merchandise; the custome: has accepted the merchandise; and other

indications that the customer has acquired control of the merchandise.
{2) Group-specific business revenue recognition method

The Group's main business involves the sale of electricity and heat, real estate development
and sales, sales of FGD business products, in vitro diagnostic reagents, instruments and other
products, sales of reagents, instrument merchandise sales, property service income, property

additional service income, and leasing income.

1} Revenue recognition method for electricity and heat sales: The revenue from
electricity sales for the month is recognized based on the confirmed number of meter readings
by both the Group and the power supply bureau at 24:00 at the end of each month. The meter

reading method is based on the power supply bureau's electric energy telemetry system, and if
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there is any problem with the system, the meter reading on-site shall prevail, and the Group

shall confirm the electricity sales of the previous month on the first day of each month.

2) The revenue recognition method of real estate sales: the development products are
completed and meet the delivery conditions agreed in the contract, and revenue is recognized

after delivery to customers for sign-off.

3) Revenue recognition for desulfurization business: Sales of slaked lime, stone powder
and light calcium carbonate have transferred the major risks and rewards of ownership of the

goods to the purchaser, and revenue is recognized upon receipt confirmation by the other party.

4) Contracts for sales of goods between the Group and its customers include sales of in
vitro diagnostic reagents, instruments and other products. The performance obligations for sales
of reagents and instruments goods are performance ohligations that are fulfilled at a certain
point in time, and the Group recognizes revenue realization at that point in time when control
of the goods is transferred when the goods are delivered to the purchaser and payment has
been collected or a receipt has been obtained for the goods. Revenue recognition for domestic
sales is subject to the following conditions: The Group has delivered the products to the
purchaser in accordance with the contract, payment has been received or a receipt has been
obtained and there is a present right to receive payment for the goods and it is probable that
the consideration will be recovered. Revenue recognition for foreign sales is subject to the
following conditions: The Group has declared the products to customs and left the port
according to the contract, obtained the bill of lading, and the amount of revenue from the sale
of the products has been determined, the payment has been collected or the receipt has been
obtained, and the Group has the right to receive payment now for the goods and it is probable

that the consideration will be recovered.
5) Income from handling charges and commissions

The amount of income from handling charges and commissions is recognized at the fair
value of the price received or receivable for a contract or agreement when the Group provides

lahor in daily operating activities.

When the Group fulfills its performance obligations under a contract and the customer
obtains control of the relevant goods or services, the related income from handling charges and

commissions is recognized.
a. Income from the brokerage business

The commission income from the deputy securities trading business and the commission

income from the futures brokerage business are recognized as revenue on the transaction date.

b. Investment banking income
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Underwriting income is recognized when the Group completes its performance obligations

under the underwriting contracts.

Based on the terms of the contracts, sponsor income is recognized as revenue when the
Group fulfills its performance obligations or at the point when the performance obligations are

completed.
c. Income from asset management business

Under the terms of the contract, income from fiduciary client asset management business
is recognized as current revenue when the Group fulfills its performance obligations, uses the
revenue calculation method agreed in accordance with the contract or agreement and when it

is probable that no material reversal of the cumulative amount of revenue recognized will occur,
6) Interestincome

Interest income and interest expense are determined based on the timing of the lending

and borrowing of cash and cash equivalents and the effective interest rate.

7) Property service income: The Group recognizes property management income on an
accrual basis. At the end of each month, the Group calculates the property management fees
receivable for the month based on the government pricing or contractual rates for the projects

for which property management services have been provided and recognizes the revenue,

8) Income from value-added property services mainly includes income from vehicle

management fees, special maintenance, cleaning income and escrow management fees.

a. Vehicle management fee income: for parking spaces that adopt the annual
subscription method, parking fee income is recognized on a monthly average basis based on the
amount of the annual parking fee; for the monthly subscription and temporary parking spaces,

parking fee income is recognized based on the actual collection of the month (days).

b. Dedicated maintenance and cleaning revenue: For one-time maintenance, cleaning
and other paid services provided to owners, the Group recognizes revenue cn a one-time basis
based on service acceptance forms and collections; for maintenance and cleaning services under

contract, revenue is recognized monthly based on the contract and actual services provided.

c. Escrow management fee income: Escrow management fee income is recognized

monthly based on the contract and collection of property assets held on behalf of customers.

9) Lease income: The Group subleases assets to lessees and recognizes income monthly

as agreed in the lease contracts.

10) High-end equipment manufacturing income-specific recognition method
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Domestic sales income: The Company completes the production of the whole tower, after
the customer-appointed supervisor site acceptance and delivery, to obtain the delivery list and
customer-signed acceptance certificate as the point of revenue recognition (if the tower of the
same project is completed in batches, the number of complete towers accepted by the customer

in batches multiplied by the contract unit price to recognize revenue).

Export sales income: The point of revenue recognition is based on the completion of the

export declaration of goods and the obtaining of export customs declaration.
38. Contract cost
(1) Method of determining the amount of assets related to contract costs

The Group's assets related to contract costs include contract performance costs and

contract acquisition costs.

Contract performance costs, which are costs incurred by the Group to perform a contract
that is not regulated by other ASBEs and that also meet the following conditions, are recognized
as a contract performance cost as an asset: the cost is directly attributable to a current or
expected contract, including direct labor, direct materials, manufacturing costs (or similar costs),
costs explicitly borne by the customer and other costs incurred salely in connection with that
contract; the cost increases the Group's future resources available to meet its performance

obligations; and the cost is expected to be recovered.

Contract acquisition costs, which are incremental costs incurred by the Group to obtain a
contract that is expected to be recovered, are recognized as contract acquisition costs as an
asset; if the asset is amortized over a period of not mare than one year, it is recognized in profit
or loss as incurred. Incremental costs are costs that the Group would not have incurred without
obtaining the contract {e.g., sales commissions, etc.). Expenses incurred by the Group to obtain
a contract other than incremental costs that are expected to be recovered (such as travel
expenses that would have been incurred regardless of whether the contract was obtained) are

recognized in profit or loss as incurred, except for those explicitly borne by the customer.
{2) Amaortization of assets related to contract costs

The Group's assets related to contract costs are amortized to current profit or loss using

the same basis as the revenue recognition of the commodity to which the asset relates.
{3) Impairment of assets related to contract costs

In determining impairment losses on assets related to contract costs, the Group first
determines impairment losses an other assets related to contracts recognized in accordance
with other relevant ASBEs; then, based on the difference between the book value of the asset

and the remaining consideration that the Group expects to obtain for the transfer of the
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commodity-related to the asset and the estimated costs to be incurred for the transfer of the
related commodity, the excess should be provided for impairment and recognized as an asset

impairment loss.

If there is a subsequent change in the factors for impairment in previous periods, such that
the aforementioned difference is higher than the book balance of the asset, the original
provision for impairment is reversed and recognized in profit or loss, but the book balance of
the reversed asset should not exceed the book balance of the asset at the date of reversal

assuming no provision for impairment was made.
39. Government grants

Government grants are monetary or non-monetary assets acquired by the Group from the
government without compensation. Government grants are recognized when the Group is able

to meet the conditions attached to them and when they can be received.

Government grants are measured at the amount actually received or receivable if the
grants are monetary assets. Government grants are measured at fair value if they are non-

monetary assets, or at a nominal amount (RMB 1) if the fair value cannot be reliably obtained.

The Group's government grants are classified as asset-related government grants and
revenue-related government grants. Asset-related government grants refer to those obtained
by the Group for the acquisition and construction or other formation of long-term assets;
revenue-related government grants refer to those other than asset-related government grants.
if the target of a government grant is not specified in government documents, the Group makes
a judgment on the basis of the basic conditions that must be met in order to obtain the grant,
and those that are based on the basic conditions of acquiring, constructing or otherwise forming
a long-lived asset are treated as asset-related government grants, and if it is difficult to
distinguish them from each other, the whole is categorized as revenue-related government

grants,

Asset-related government grants are offset against the book value of the related assets; or
are recognized as deferred income and phased into profit ar loss over the useful lives of the
related assets in a rational and systematic manner {except for government grants measured at
nominal amounts, which are recognized directly in current profit or loss). If the related assets
are sold, transferred, retired or destroyed before the end of their useful lives, the balance of the
related deferred income that has not yet been allocated is transferred to profit or loss in the

period in which the assets are disposed of.

Revenue-related government grants that are used to compensate for related costs and
expenses or losses in subsequent periods are recognized as deferred revenue and charged to

current profit or loss or written down to related costs in the period in which the related costs
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and expenses or losses are recognized; those used to compensate for related costs and expenses
or losses already incurred are charged directly to current profit or loss or written down to related
costs. Government grants related to ordinary activities are charged to other income or offset
against the related costs and expenses, depending on the substance of the economic operations.
Gavernment grants that are not related to ordinary activities are included in non-operating

income and expenses.

When the Group obtains policy-based preferential loan subsidies, based on whether the
subsidies are allocated to the lending banks or the Group, the Group accounts for them in

accordance with the following principles:

{1) If the interest subsidies are allocated to the lending bank and the lending bank
provides a loan to the Group at a policy-based preferential interest rate, the Group uses the
actual amount received as the recorded value of the borrowings and calculates the related
borrowing costs based on the principal amount of the borrowings and the palicy-based
preferential interest rate (or uses the fair value of the borrowings as the recorded value of the
borrowings and calculates the borrowing costs based on the effective interest rate method,
and the difference between the actual amount received and the fair value of the borrowing is
recognized as deferred revenue. The deferred income is amortized over the life of the
borrowing using the effective interest rate method and is offset against related borrowing

costs).

(2) If the interest subsidies are allocated directly to the Group, the Group offsets the

interest subsidies against the relevant borrowing costs,

The Group's recognized government grants that are required to be returned are accounted

for in the current pericd in which they are required in accordance with the following provisions:

1) Where the book balance of the underlying asset is reduced on initial recognition, the

book balance of the asset is adjusted.

2) Where there is a related deferred income, the book balance of the related deferred

income is reduced and the excess is recognized in profit or loss in the current period.
3) In other cases, it is recognized directly in profit or loss for the current period.
40. Deferred tax assets and deferred tax liabilities

The Group's deferred tax assets and deferred tax liabilities are recognized on the basis of
the difference between the tax bases of assets and liabilities and their book values (temporary
difference). For deductible losses and tax credits that can be offset against taxable income in
subsequent years in accordance with the tax law, a corresponding deferred tax asset is
recognized. For temporary differences arising from the initial recognition of goodwill, no

corresponding deferred tax liabilities are recognized. For temporary differences resulting from
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the initial recognition of assets or liabilities arising from transactions that neither affect
accounting profit nor taxable income {or deductible losses) in a non-business combination, the
corresponding deferred tax assets and deferred tax liabilities are not recognized. At the balance
sheet date, deferred tax assets and deferred tax liabilities are measured at the tax rates that are

expected to apply in the period in which the assets are recovered or the liabilities are settled.

The Group recognizes deferred tax assets arising from deductible temporary differences
based on the taxable income used to offset deductible temporary differences that the Group is

likely to receive.

Deferred tax liabilities are recognized for taxahle temporary differences associated with
investments in subsidiaries and joint ventures, unless the Group is able to control the timing of
the reversal of the temporary difference and it is probable that the temporary difference will
not be reversed in the foreseeable future. Deferred tax assets are recognized for deductible
temporary differences associated with investments in subsidiaries and joint ventures if the
temporary differences are likely to be reversed in the foreseeable future and the taxable income

used to offset the deductible temporary differences is likely to be obtained in the future.

The book value of deferred tax assets recognized should be written down when it is
probable that sufficient taxable income will not be available to offset the deferred tax assets in
future periods. The write-downs are reversed when it is probable that sufficient taxable income

will be available.
41. Lease

A lease is a contract in which the lessor cedes the right to use an asset to the lessee fora
certain period of time in return for consideration. On the commencement date of the contract,
the Group shall assess whether the contract is a lease or contains a lease. A contract is leased or
contains a lease if a party to the contract assigns the right to control the use of one or more
identified assets for a certain period of time in exchange for consideration. In order to determine
whether the contract conveyed the right to control the use of the identified assets for a certain
period of time, the Group shall assess whether the customer in the contract is entitled to almost
all of the economic benefits arising from the use of the identified asset during the period of use

and is entitled to dominate the use of the identified asset during that period of use.

If a contract contains several separate leases at the same time, the Group splits the contract
and accounts for each separate [ease separately. If a contract contains both lease and non-lease
components, the Group, as the lessor, splits the lease and non-lease components and accounts
for them separately, with each lease component being accounted for in accordance with the
leasing standards and the non-lease component being accounted for in accordance with other
applicable accounting standards for enterprises; and the Group, as the lessee, chooses not to

split the lease and non-lease components, and combines each lease component and the non-
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lease component related to it into a lease separately and accounts for them in accordance with
the leasing standards. However, if the contract includes embedded derivatives that should be
spun off, the Group does not consolidate them with the lease component for accounting

purposes.
(1) Asalessee

Right-of-use assets and lease liabilities are recognized against the lease at the

commencement date of the lease term.

Right-of-use assets are initially measured at cost, which includes the initial measurement
of the lease liability, the lease payments made on or before the commencement date of the
lease (net of amounts related to lease incentives received), the initial direct costs incurred and
the costs expected ta be incurred to disassemble and remove the leased asset, restore the site
where the leased asset is located or restore the leased asset to its agreed condition under the
terms of the lease. The Group depreciates right-of-use assets using the straight-line method.
Where it is reasonably certain that ownership of the leased asset will be obtained at the end of
the lease term, the Group depreciates the leased asset over its remaining useful life. Otherwise,
the leased asset is depreciated over the shorter of the lease term and the remaining useful life

of the leased asset,

The lease liability is initially measured at the present value of the lease payments
outstanding at the commencement date of the lease term, with the discount rate being the
interest rate implicit in the lease. If the interest rate implicit in the lease cannot be determined,
the Group uses the incremental borrowing rate as the discount rate. Lease payments, which are
payments made by the lessee to the lessor in connection with the right to use the leased asset
during the term of the lease, including: fixed payments and substantially fixed payments (net of
the amount related to the lease incentives, if any); variable lease payments that depend on an
index or ratio (which are determined at initial measurement based on the index or ratio as of
the date of the commencement of the lease term); the exercise price of the purchase option
{provided that the lessee is reasonably certain that the option will be exercised); amounts
payable upon exercise of the option to terminate the lease {provided that the lease term reflects
that the lessee will exercise the option to terminate the lease}; and amounts expected to be

payable based on the guaranteed residual value provided by the lessee,

The Group calculates the interest expense on the lease liability for each period of the lease
term based on a fixed periodic interest rate, which is charged to current profit or loss or the cost
of the related asset. Variable lease payments that are not included in the measurement of the
lease liability are charged to current profit or loss or the cost of the related assets when they are

actually incurred,
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After the start date of the lease term, the Group re-determines the lease payment amount
and re-measures the lease liability at the present value calculated based on the changed lease
payment amount and the revised discount rate if the following circumstances occur: a change
in the evaluation of the purchase option, lease renewal option or lease termination option, a
change in the lease term due to the actual exercise of the lease renewal option or lease

termination option that is inconsistent with the original evaluation.

When the lease liability is remeasured, the Group adjusts the book balance of the right-of-
use asset accordingly. If the book value of the right-of-use asset has been reduced to zero but
the lease liability is subject to further reduction, the Group recognizes the remaining amount in

profit or loss for the current period.

The Group has determined not to recognize right-of-use assets and lease liabilities for
short-term leases {leases with a lease term not exceeding 12 months) and leases of low-value
assets, and to recognize the related lease payments in profit or loss or the cost of the related

assets on a straight-line basis over the respective periods of the lease term.
{2) Asalessor

At the start date of the lease, the Group classifies leases as finance leases and operating
leases. Finance leases are leases that substantially transfer all the risks and rewards associated
with ownership of the leased assets, regardless of whether ownership is ultimately transferred.

Operating leases are leases other than finance leases,

When the Group acts as a sublease lessor, it classifies the sublease based on the right-of-
use asset arising from the original lease, rather than the underlying asset of the original lease. If
the original lease is a short-term lease and the Group chaases to apply the simplified treatment
of short-term leases described above to the original lease, the Group classifies the sublease as

an operating lease.

Under finance leases, the Group recognizes finance lease receivables for finance leases and
derecognizes finance lease assets at the commencement date of the lease term. When the
Group makes an initial measurement of finance lease receivables, the net lease investment is
used as the recorded value of the finance |ease receivables. The net lease investment is the sum
of the unguaranteed residual value and the present value of the lease receipts not yet received
at the beginning of the lease term discounted at the interest rate implicit in the lease. The lease
receipt amount, which is the amount receivable by the lessor from the lessee for ceding the right
to use the leased asset during the lease term, includes: the amount of fixed payments to be paid
by the lessee and the amount of substantive fixed payments; if there is a lease incentive, the
amount related to the lease incentive is deducted; the amount of variable lease payments
depending on an index or rate, which is determined at the time of initial measurement based on

the index or rate at the start date of the lease term; the exercise price of the purchase option,
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provided that it is reasonably certain that the lessee will exercise the option; the amount to be
paid by the lessee to exercise the option to terminate the lease, provided that the lease term
reflects that the lessee will exercise the option to terminate the lease; and the residual value of
the guarantee provided to the lessor by the lessee, a party related to the lessee, and an

independent third party with the financial ability to meet the guarantee obligation,

The Group calculates and recognizes interest income for each period of the lease term
based on a fixed periodic interest rate. Variable lease payments not included in the
measurement of the net amount of lease investments are recognized in profit or lass when they

are actually incurred.

Under aperating leases, the Group recognizes the collected amount of lease from operating
leases as rental income using the straight-line method {or other systematic and reasonable
methads) over the respective periods of the lease term. Initial direct costs related to operating
leases are capitalized and amortized to current profit or loss over the lease term on the same
basis as rental income is recognized. Variable lease payments not included in the collected

amount of the lease are recognized in profit or loss when they are actually incurred.
42. Held for sale

(1} The Group classifies non-current assets or disposal groups as held for sale if they are
also: 1) immediately available for sale in their current condition in accordance with the practice
of selling such assets ar disposal groups in similar transactions; and 2} highly probable that a sale
will oceur, i.e., a resolution has been made on a plan of sale and a firm purchase commitment
has been aobtained and the sale is expected to be completed within ane year. The relevant
regulations require the approval of the relevant authority or regulatory authority before the sale
can take place. The Group measures the book value of each asset and liability in a non-current
asset or disposal group in accordance with the relevant accounting standards before it is first
classified as held for sale. If the book value of a non-current asset or disposal group held for sale
is initially measured or re-measured at the balance sheet date and the book value is greater than
fair value less costs to sell, the book value is reduced to fair value less costs to sell, and the
amount of the reduction is recognized as an impairment loss on the asset and recognized in

profit or loss for the current period, with a provision for impairment of Held-for-sale assets.

{2} Non-current assets or disposal groups acquired by the Group specifically for resale are
classified as held for sale at the date of acquisition if they meet the condition that "the sale is
expected to be completed within one year" at the date of acquisition and if they are likely to
meet other classification conditions for the held for sale category within a short period of time
(usually three months). In the initial measurement, the comparison assumes that it is the lower
of the initial measurement amount that would not have been classificd as the category held for

sale or the net of fair value less costs to sell. Except for non-current assets or disposal groups
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acquired in a business combination, differences arising from the initial measurement of non-
current assets or disposal groups at fair value less costs to sell, net, are recognized in profit or

loss in the current period.

{3) If the Group loses control of a subsidiary as a result of the sale of its investment in the
subsidiary, regardless of whether the Group retains part of its equity investment after the sale,
the Group will classify its investment in the subsidiary as a whole as held for sale in the parent
Group's individual financial statements and all assets and liabilities of the subsidiary as held for
sale in the consaclidated financial statements when the investment in the subsidiary to be sold

meets the criteria for classification as held for sale.

{4) Any increase in the net fair value of non-current Held-for-sale assets less costs to sell
at the subsequent balance sheet date shall be restored to the amount previously written down
and reversed within the amount of the impairment loss recognized on the assets classified as
held for sale, with the reversed amount recognized in profit or loss for the current period.

Impairment losses recognized before the classification of Held-for-sale assets are not reversed.

(5) Impairment {osses recognized on Held-for-sale assets in the disposal group are offset
against the book value of goodwill in the disposal group and then proportionately offset against

the book value of each non-current asset based on its proportionate share of the hock value,

Where the fair value of the disposal group held for sale at the subsequent balance sheet
date, less costs to sell, increases on a net hasis, the amount previously written down should be
restored and reversed to the extent of impairment losses recognized on assets classified as non-
current assets after the relevant measurement requirements have been applied, and the
reversed amount is recognized in profit or loss in the current period. The book value of goodwill
that has been eliminated and impairment losses on assets recognized before the classification

of non-current assets as held for sale are not reversed.

Impairment losses recognized in the disposal group held for sale are subsequently reversed
and the book value of each non-current asset, other than goodwill, is increased proportionately

to its share of the hook value of the disposal group.

{6) Non-current Held-for-sale assets or disposal groups are not depreciated or amortized,
and interest and other charges on liabilities held for sale in disposal groups continue to be

recognized.

{7) Non-current Held-for-sale assets or disposal groups that are no longer classified as held
for sale because they no longer meet the criteria for classification as held for sale or are removed
from disposal groups held for sale are measured at the lower of: 1) their book value before
classification as held for sale, adjusted for depreciation, amortization or impairment that would

have been recognized had they not been classified as held for sale; and 2) recoverable amounts.
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{8) Upon derecognition of non-current held-for-sale assets or disposal groups,

unrecognized gains or losses are recognized in profit or loss in the current period,
43, Fair value measurements
(1) Initial measurement of fair value

The Group measures the fair value of assets and liahilities measured at fair value, taking
into account the characteristics of the asset or liability, using the price that would be paid by
market participants to sell an asset or transfer a liahility in an orderly transaction that would
accur on the measurement date. When the underlying asset or liability is measured at fair value,
a sale of the asset or transfer of the liability by a market participant at the measurement date is
an orderly transaction under current market conditions; an orderly transaction to sell the asset
or transfer the liability takes place in the primary market for the underlying asset or liability.
Where no primary market exists, the transaction is assumed to take place in the most
advantageous market for the underlying asset or liability; the assumptions used by market
participants in pricing the asset or liability to maximize its economic benefits are used. When
measuring non-financial assets at fair value, the ability of a market participant to put the asset
to its best use to generate an economic benefit, or to sell the asset to another market participant

that is able to put it to its best use, is considered.
{2) Valuation techniques

The Group measures the underlying asset or liability at fair value using valuation techniques
that are applicable in the current circumstances and are supported by sufficient available data
and other information, primarily the market, income and cost method, with the relevant
ohservable inputs being used in preference to unobservable inputs when applying the valuation
Lechnigues and only when the relevant observable inputs are not available or practicable to

obtain.
(3) Fair value hierarchy

The Group determines the level of fair value measurement results based on the lowest level
of inputs that are significant to the fair value measurement as a whole: the first level of inputs
is unadjusted quoted prices in active markets far identical assets or liabilities that are available
at the measurement date. An active market is one in which the underlying asset or liahility is
traded in sufficient volume and frequency to provide pricing information on an ongoing basis.
Level 2 inputs are inputs that are directly or indirectly observable for the underlying asset or
liability in addition to the level 1 input. The third level of input is the unobservable input of the

underlying asset or liability.

44. Accounting treatment of transfers of financial assets and securitization of non-financial

assets
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When a transfer of a financial asset occurs, it is judged on the basis of the transfer of
substantially all the risks and rewards of ownership of the relevant financial asset: the
corresponding financial asset is derecognized if it has been transferred in full; if it has not been
transferred and substantially all the risks and rewards of ownership of the relevant financial
asset have been retained, it is not derecognized; if it has neither transferred nor retained
substantially all the risks and rewards of ownership of the relevant financial asset, derecognition
is determined on the basis of the extent to which control over the financial asset is involved: if
control over the financial asset is relinquished, the financial asset is derecognized; if control over
the financial asset is not relinquished, the relevant financial asset is recognized to the extent of
its continued involvement in the financial asset and the related liability is recognized accordingly.
If a financial asset meets the conditions for derecognition of a partial transfer, the difference
between the consideration received for the transfer and the corresponding book value is
included in the current profit or loss, and the cumulative change in the fair value of the financial
asset directly attributable to the owner's interest is also transferred to current profit or loss; if
the conditions for derecognition of a partial transfer are met, the book value of the entire
financial asset involved in the transfer is apportioned between the derecognized portion and
the non-derecognized portion according to their respective relative fair values, and the
apportioned book value is treated on the basis of the entire transfer against the portion of the
partial transfer. If the conditions for derecognition are not met, the consideration received is

recognized as a financial liability.
45, Discontinued operations

A discontinued operation is a component of the Group that either has been disposed of or
is classified as held for sale and is separately identifiable and satisfies one of the following
conditions: {1} It represents a separate major line of business or geographical area of operations;
(2) It is part of a single co-ordinated plan to dispose of a separate major line of business or

geographical area of operations; (3) It is a subsidiary acquired exclusively with a view to resale.
46. Safety production expenses

The Group provisions and uses safety production expenses in accordance with the notice
of Measures for the Management of the Extraction and Use of Enterprise Safety Production
Expenses Caigi {2012] No. 16 issued by the Administration of Work Safety of the Ministry of
Finance, with an accrual basis of the actual operating revenue of the previous year based on the
standard stipulated in such measures. The safety production expense is charged to the cost of
relevant products or current profit and loss when it is extracted, and is alsc included in the

"special reserve" account.

When the extracted safety production expense is used in accordance with the regulated

scope, it belongs to an expense expenditure and directly is reduced to a special reserve; if it
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forms fixed assets, the expenses incurred are first collected through the "construction in
progress"” account and recognized as fixed assets when the safety project is completed and
reaches its intended useable state; at the same time, the special reserve is reduced according to
the cost of forming fixed assets, and the same amount of accumulated depreciation is

recognized. The fixed assets are not depreciated in subsequent periods.
47. Other significant accounting policy and accounting estimates

Accounting methods related to repurchasing shares: If the Group's shares are acquired due
to the reduction of registered capital or rewards for employees, etc., the amount actually paid
shall be treated as treasury shares and registered simultaneously. If the shares repurchased are
written off, the difference between the total face value of the shares calculated by the face value
of the write-off shares and the number of write-off shares and the amount paid by the actual
repurchase will be reduced against the capital reserve. If the capital reserve is insufficient, the
amount will be reduced the reducing retained earnings. If the shares repurchased are awarded
to the employees of the Group, the share belongs to equity-settled share-based payments,
When the Group receive the amount of the employee purchase shares, the resale amount of
the treasury shares paid to the employee and the accumulated amount of the capital reserve
(other capital serves) during the waiting period, and the capital reserve (equity premium) is

adjusted according to the difference.

V. Statement of accounting policies and changes in accounting estimates and corrections of

errors
1. Changes in accounting policies and their impact

The Ministry of Finance issued the Accounting Standards for Business Enterprises
Interpretotion No. 16 on November 30%, 2022. Enterprises required to implement the
Accounting Standards for Business Enterprises Interpretation are required to implement
significant accounting policy changes from January 1%, 2023, which the Group has implemented

since the date of the requirement,

The effect of the implementation of the above changes in accounting policy on the financial

statements is shown in the table below:
(1) Effect on consolidated statements

1) Consolidated Balance Sheet

Item

December 317, 2022
{before changes}

The amount affected

January 1%, 2023 (after
changes)

Deferred tax assets

1,130,812,287.36

194,374,425.95

1,325,186,713.31

Total assets

130,653,460,078.74

194,374,425.95

130,847,834,504.69

Deferred tax liabilities

1,210,922,666.70

194,141,380.65

1,405,064,047.35

Total liabilities

83,959,636,256.85

194,141,380.65

84,153,777,637.50
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December 317, 2022 January 1%, 2023 {after
item The amount affected
{before changes) changes)

Undistributed profits 1,488,304,408.67 172,733.18 1,488,477,141.85
Total owners' {or sharehofders’)
equity attributable to the parent 23,320,634,119.72 172,733.18 23,320,806,852.90
company
Non-cantralling interests 23,373,189,702.17 60,312.12 23,373,250,014.29
Total owners' (or shareholders')

ity 46,693,823,821.89 233,045.30 46,694,056,867.19
equ

2} Consolidated Income Statement

Item FY 2022 (before changes) | The amount affected FY 2022 (after changes)
Income tax expanses 67,136,784.36 100,853.26 67,237,637.62
Net profits -971,280,452.12 -100,853.26 -971,381,305.38
Net profit attributable to parent

-1,353,241,102.99 -117,760.59 -1,353,358,863.58
company
Gains or losses on non-controlling
i 381,960,650.87 16,907.33 381,977,558.20
interasts

(2} Effect on the parent company statements
None.

2. Changes in accounting estimates and their impact

None.

3. Correction of significant prior period errors and their impact

None.

Vi. Taxes

1. Main tax types and rates

Tax type Tax base Tax rate
Taxable income is subject to VAT at the applicable
rate of tax on the difference between the
Value-added tax . . ) 2%,3%,5%,6%,9%,13%
deductions for input tax, ctc., allowed against the
. current period e e
City maintenance and .

. According to the turnover Lax payable 7%,5%
construction tax o B
Education surcharge According to the turnover tax payahle 3%

According to the turnover tax payable 2%

Local education supplement

corporate income tax

Based on taxable income

VAT acquired on the transfer of real estate and at

12.5%, 15%, 20%, 25%

VAT on land . 30%-60%
the prescribed rate
Actual area of land occupied by the taxpayer , ,

Urban land use tax 3/m°,6/m
(square meters) o L

Property tax Rental income or originat valve of property 12%,1.2%

2. Taxincentives and approvals
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