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4.10.5

4.10.6

Where financial liabilities are de-recognized in whole or in part, the difference between
the book value of the financial liabilities derecognized and the consideration paid
(including non-cash assets transferred out or new financial liabilities borne) shall be
included in current profit or loss.

Where the Company repurchases part of a financial liability, the entire book value of
the financial liability shall be split into the derccognized part and
continuously-recognized part according to their respective relatively fair values on the
repurchase date. The difference between the book value of the derecognized part and
the consideration paid (including non-cash assets swrrendersd or new financial
liabilities assumed) shall be included in current profit or loss.

Determination method for the fair value of financial assets and financial liabilities
Fair value of a financial instrument having an active market 1s detenmined on the basis
of quoted prices in the active market. The fair value of a financial instrument, for which
there is no active market, is determined by using valuation techniques. At the time of
valuation, the Company adopts the valuation techniques that are applicable in the
current situation and supported by enough available data and other information, selects
the input values that are consistent with the features of assets or liabilities as considered
by market participants in relevant asset or liability transactions, and gives priority to
use relevant observable inputs. Unobservable input values are used only when relevant
observable input valuss cannot be available or such values obtained are infeasible.

‘Test method and accounting treatment of impairment of financial assets of China
Enterprise Company Limited

The Company recognizes expected credit losses by calculating the probability-weighted
amount of the present value of the difference between the cash flows receivable under
the contract and the cash flows expected 1o be received, taking into account reasonable
and substantiated information about past events, current conditions and forecasts of
future economic conditions, weighted by the risk of default.

If the credit risk of the financial instrwnent has increased significantly since the initial
recognition, the Company measures its loss provision at the expected credit losses for
the whole duration of the financial instrument; if the credit risk of the financial
instrument has not significantly increased since the initial recognition, the Company
measures its loss provision al the expecled credit losses of the financial instrument
within the next 12 months. The increase or reversal of the loss provision is included in
current profit or loss as an impairment loss or gain.

The Company assesses whether the credit risk of a financial instrument has increased
significantly since initial recognition by comparing the risk of default of the financial
instrument at the balance sheet date with the risk of default at the date of initial
recognition (o determine the relative change in the risk of default over the expected life
of the financial instrument. Generally, the Company believes that the credit risk of the
financial instrument has signilicanlly increased over 30 days after the due date, unless
there is solid svidence that the credit risk of the financial instrument has not increased
significantly since initial recognition.

The Company considers that the credit risk of the financial instrument has not increased
significantly since initial recognition if the credit risk of a financial instrument on the

balance sheet date.
If there is objective evidence that there is credit impairment for a financial asser, the
Company shall make provision for impairment of the financial asset on a single basis.
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For receivables and contract assets resulting from transactions governed by the
Accounting Standards for Business Enterprises No. 14 - Revenue {2017), the Company
consistently measures its allowance for losses at an amount equal to the expected credit
loss over the entire life of the asset, whether or not it contains a significant financing
conmponent.

For lease receivables, the Company always chooses to measure its loss reserves at an
amount equivalent to expected credit losses during the entire duration,

When the Company no longer reasonably expects the confractual cash flows of a
financial asset to be recovered in whole or in part, it directly writes down the book
balance of that financial asset.

4.10.7 Test method and accounting treatment method of impairment of financial assets of
Shanrghai Yaohua Pilkington Glass Group Co., Lid.

(M

(2)

Impaired items

Based on the expected credit losses, the Company performs impairment

accounting treatment on the following items and confirms the loss provision:

1} Classified as financial assets measured at amortized cost and financial
assets measured at fair value through other comprehensive income.

2) Leasc receivables.
3) Loan commitments and financial guarantes contracts.

The expected credit loss model does not apply to other financial assets measured
at fair value held by the Company, including financial assets measured at fair
value through current profit or loss, those designated as financial assets
(non-tradable equity instrument investment) measured at fair value through
ather comprehensive income, and derivative financial assets.

Recognifion and measurement of impairment provision

Exceptfor purchased or derived financial assets that have suffered credit
impairment and financial assets that always measure loss reserves at an anmount
equivalent to the expected credit loss during the entire duration, the Company
evaluates whether the credit risks of the relevant financial instruments have
increased significantly since the initial recognition on each balance sheet date,
and respectively measures its loss reserves and recognizes the expected credit
loss and its changes in accordance with the following circumstances:

If the credit risk of the financial instrument has not increased significantly since
the initial recognition, and in the first stage. the Company measures its loss
reserves at an amount equivalent to the expected credit loss of the financial
instrument for the next 12 months. Regardless of whether the basis of the
Company’s assessment on credit losses is a single financial instrument or a
portfolio of financial instruments, the increase in the loss reserves or the amount
reversed arising therefrom shall be included in current profit or loss as the
impairment losses or gains.
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[f the credit risk of the financial instrument has increased significantly since the
initial recognition, in the second stage, the Company measures its loss reserves
at an amount equivalent to the expected credit loss of the financial instrument
for the entire duration. Regardless of whether the basis of the Company’s
assessment on credit losses is a single financial instrument or a portfolio of
financial instruments, the increase in the loss reserves or the amount reversed
arising therefrom shall be included in current profit or loss as the impairment
losses or gains.

For financial assets that have suffered the credit impairment, in the third stage,
the Company only recognizes the cumulative changes in expected credit losses
during the entire duration after initial recognition as loss reserves on the balance
sheet date. At cach balance sheet date, the amount of the change in expected
credit losses over the entire period is recognized in current profit or loss as an
impairment loss or gain. A favorable change in expected credit losses is
recognized as an impairment gain even if the expected cradit losses over the
entire period determined at the balance sheet date are less than the amount of
expecled credit losses reflected in the estimated cash flows at initial recognition.

For financial assets classified to be measured at fair value through other
comprehensive income (investment in debt instruments), the Company
recognizes its loss reverses in other comprehensive income, and includes the
impairment losses or gains into current profit or loss, without deduction of book
value of such financial assets listed in the balance sheet.

The Company has made provision for Josses in the previous accounting period
in an amount equal to the expected credit losses over the entire life of the
financial instrument, bul al the current balance sheet date, if the financial
instrument no longer represents a significant increase in credit risk since initial
recognition, the Company will make provision for losses at the current balance
sheet date in an amount equal to the expected credit losses over the next 12
months, and the resulting reversal of the provision for losses is recognized in
current profit or loss as an impairment gain.

When the Company cannot oblain sufficient evidence on a significant increase
in credit risk at a reasonable cost at the level of a single instrument, the
Company assesses whether the credit risk has increased significantly on a
portfolio basis.

For various financial instruments that are subject to the provisions of this policy

on impairment of financial instruments, the Company shall determine its credit

losses by the following methods:

1) In the case of financial assets, the credit loss is the present value of the
difference between the contractual cash flows due to the Company and
the cash flows expected to be received.

2) For lease receivables, credit loss is the present value of the difference
between the contractual cash flow that the Company should receive and
the expected cash flow.
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3)

&)

3) For commitments on undrawn loans, the credit loss should be the present
veluz of the difference between the contractual cash flow that the
Campany should receive and the expected cash flow when the loan
commitment holder draws the corresponding loans.

4) For a financial guarantee contract, the credit loss is the present value of
the difference between the amount of the Company's estimated payment
to the contract holder for the credit loss less the Company's cxpected
payment to the contract holder, debtor or any other party.

5) For financial assets that are impaired at the balance sheet date but ars not
purchased or derived and has been subject to credit impairment, the
credit loss is the differcnce between the book balance of the financial
asset and the present value of estimated future cash [lows discounted at
the original effective interest rate.

Significant increase in credit risk

The Company judges whether the credit risk of the financial instrument has
increased significantly by comparing the default probability of the financial
instrument during the expected duration determined at the time of initial
recognition and the default probability of the instrument during the expected
duration determined on the balance sheet date. Except under special
circumstances, the Company regards the change in default risk that occurs
within the next 12 months as a reasonable estimate of the change in default risk
that occurs throughout the duration to determine whether the credit risk has
increased significantly since initial recognition.

If the Company determines thal a financial instrument has only a Jower credit
risk on the balance sheet date, it can be assumed that the credit risk of the
financial instrument has not increased significantly since the initial confirmation.
Generally, the Company believes that the credit risk of the financial instrument
has significantly increased over 30 days after the due date, unless there is solid
gvidence that the credit risk of the financial instrument has not increased
significantly since initial recognition.

Impairment of notes receivable and accounts receivable

For notes teccivable and accounts receivable, regardless of whether there is a
significant financing component, the Company always measures their loss
reserves according to the expected credit losses for the entire duration. When
individual notes receivable and accounts receivable cannot assess the expected
credit loss at a reasonable cost, the Company divides the notes receivable and
accounls receivable into several portfolios based on the credit risk
characteristics, and caleulates the expected credit losses on a portfolio basis. If
there is objective evidence that a note receivable and account receivable have
been credil-depreciated, the Company makes individual provision for bad debts
and confirms the expected credit losses for the note receivable and account
receivable. For the notes receivable and accounts receivable classified into a
portfolio, the Company makes reference to the historical credit loss experience,
combines with the current situation and the forecast of future economic
conditions, and calculates expected credit losses through risk exposure at default
and the expected credit loss rate for the entire duration.
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4.11

Portfolio of notes receivable and accounts receivable:

.. Portfolio name Basis for determining the portfolio
Commercial acceptance bills out of the
Portfolio 1 of notes receivable | scope of consolidation N
. Commercial acceplance bills within the
Portfolio 2 of noles receivable ___________g-:_ope of consolidation

_Por llnlm 3 o‘r notes 1ecewabie Bank au,epldm,e bﬂ

Account-:. nf rc! atccl parties in the
consolidation scope

Portfolio 2 of accounts receivable

(5) Impairment of other receivables
For other receivables classified into a portfolio, the Company makes reference
to the historical credit loss experience, combines with the current situation and
the forecast of future economic conditions, and calculates expected credit Josses
through risk exposure at default and the expected credit Joss rate for the next 12
months or the entire duration.

Accounts receivable

The Company's receivables include accounts receivable, other receivables and others. The
accounts receivable generated from external sales of goods or rendering of services by the
Company are initially recognized at the fair value of the consideration which shall be received
by the purchaser under the contract or agreement. Receivables are presented, by using the
cffective interest rate method, at the net amount of the amortized costs less the allowance for
bad debls,

The allowance for bad debts of receivables is accrued by combining individual test and
portfolio test (aging analysis). Individual test includes:
4.11.1 Provision for bad debts of receivables with significant single amount:

Basis and standard for "individually significant":

Receivables with individuallv significant amount refers to receivables amount to RMB
10 million or mare.

Method for provision for bad debts of accounts receivable with individually significant
amount

The Company shall perform separate impairment tests, make allowance for bad debts at
the difference of present value of estimated future cash flows in short of their book
values. and include such allowance in current profit or loss. Except for the receivables
separately identified for provision of impairment, receivables that have not been
impaired in a separate test are included in the aging portfolio for provision for bad
debts.

4.11.2 Receivables with provision for bad debts made on a porifolio basis:

Determmall on basis of portfuho

. lmpdlmlt:ﬂl other receivables are classifi ed in to the porll"olm by
Aging partfolio | the aging

_Method for provision for bad debls on portfolio basis

“Portfolio name | Provision method
Aging portfolio | Based on aging ana]wsns method

Notes to the Financial Statenents Page 20

F-56




SHANGHAI LAND (GROUP) CO., LTD.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBLER 31, 2020

Ageing analysis method 1: Companies other than listed con*pames China Enterprise
Company [.imited, Shanghai Building Materials (Group) Co., Ltd.. Shanghai Shenhong
Investment Development Co.. Lid., Expo Shanghai (Group) Co., Ltd., and Shanghai
Urban Renewal Construction and Development Co., Ltd.

AdiiG Proportion of pro:\fision for | Proportion of p_mvisiun for
e i e accounts receivable ! “other receivables
Within 1 year i
_____ (including 1 year) - NS
1-2 vears (including
_,_ '\,ufl_rs) 10% 10%,
2-3 years (mcludmcr ;
Syears) 30% | 30%
QOver 3 years 60% 60%

Aging analysis method 2: Shanghai Building Materials (Group) Co.,

and its

Lid.

subsidiaries (except for Shanghai Yaohua Pilkington Glass Group Co., Ltd. and
Shanghai Bright Intelligent Curtain Wall Co., L1d.) adopt the aging analysis mcthod to

make provision for bad

debts.

. Proportion of provision for Proportion of provision for
Aging k
accounts receivable other receivables
Within | year
Gncludinglyea) 5% " 5%
1-2 years (including |
2 yeas) Y S 10%
2 -3 vears (including ’
e e 50%
! 100% 100%
Aging analysis method 3: Shanghai Bright Intelligent Curtain Wall Co., Txd.,

subsidiary of Shanghai Building Materials {Group) Co., Ltd., adopt the aging analysra
method to make provision for bad debts.

Kstid i Proportion of pro'visi on for Proportion of p.mvision for
___________________ o il accounts receivable | ~ other receivables
Within 1 year f=
(including 1 year) 3% L 5%
1-2 vears (including
2years) 0% 0%
2-3 vears {including
Syeas) | ot o 30% ” : 30%.
34 years (including
4 years) e 50% L 50%_
4-5 years (including
Syears) 80% 80%
Over 5 years 100% 100%

Aging analysis method 4: Shanghai Shenhong Investment Development Co., Ltd. and

its subsidiaries adopt the aging analysis method to make provision for bad debts.

Aging

“Within 1 vear
{including 1 year)

Proportion of provision for |

Proportion ratio for other

1-.. years (including 2

2-3 yeau 5 (includin

accounts receivable _ __receivables
, 0%, 0%
i e Q% R e R e _50/1}
g3 - 30% 30%
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Proportion of provision for

Proportion ratio for other
feceivables

Aging :
TSRO T accounts reccivable
years) |
3-5 years (including 5 '
years) il
Over 5 vears 100%:

Aging analysis method 5: Expo Shanghai (Group) Co.. Ltd. and its subsidiaries,
Shanghai World Expo Cultural Tourism Development Co., Ltd., a subsidiary of
Shanghai World Expo Cultural Park Construction Management Co., Ltd.. and its
subsidiaries adopt the aging analysis method to make provision for bad debs.

Aging

Proportion of provision for |
accounts receivable '

Proportion of provision for
other receivahles

Within 1 year

(including 1 vear) 5% | 5%
1-2 years (including g
2 years) L . 10%
2-3 years (including :

Byeas) b 20% e 20%
3-4 vears (including 5

0 50% 50%
4-5 years (including

Syears) ] 50% | 0%
Over 5 vears 100% | 100%

Aging analysis method 6: Shanghai Urban Renewal Construction and Development Co..

Lid. adopts the aging analysis methad to make provision for bad debts.

Aging Proportion of provision for |  Proportion of provision for
St accounts receivable . otherreceivables
Within | year
(including 1 year) 0% L. Dk
1-2 years (including
2 years) B T 9%
2-3 years (including |
Syeas) 1%, P 15%
3-4 years (including
4 years) 80% " 80%
Over 4 years 100% 100%

4,113
provision for bad debt

Reasons for individual provision for bad debts
The aging lasts long, and there is objective evidence showing the impairment occurred.

Method for pravision for bad debts
The impairment loss shall be recognized and the provision for bad debts shall be made
at the balance of book value of estimated future cash flows less the present value

thereof.
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4,12 Inventories
4.12.1 Classification of inventories
Inventories are classified into: development cost, land to be developed, development
products, engineering construction, property engineering, raw materials, low-cost
consumables, praduction costs, self-manufactured semi-finished products, finished
products, stock commodities, consigned processing malerials, ete.

4.12.2 Measurement methods of acquisition and dispatching inventories
The inventories are measured at actual cost when acquired;

For the inventories acquired from the debtor for the liguidation of debt in debt
restructuring, the book-entry value shall be determined based on the book value of the
creditor's rights receivable; for the inventories traded in through non-monetary
transactions, the book-entry value shall be determined based on the book value of the
assets traded out.

Inventories are measured at the weighted average method or the specific identification
methad when dispatched.

4.12.3 Amortization method of low-cost consumables
Low-cost consumables are amortized by using the one-off amortization method.

4.12.4 Accounting method of land for development use
For pure land development projects, their expenditures independently constitute land
development cost.

The project involving the overall real estate development: if their expenses can
distinguish burden objects, they will be generally amortized and included in developed
products (development costs) according to their actual arcas.

4.12.5 Accounting method for the cost of public facilities
Public supporting facilities that cannot be fransferred with compensation: Its cost shall
be included in the cost of the commercial house according to the criteria determined by
beneficial ratio:

Public facilities which can be transferred for compensation: by taking various
supporting infrastructure projecis as costs accounting objects, collect the costs incurred.

4.12.6 Accounting method of maintenance funds
The maintenance Tunds are withdrawn in accordance with the Administrative Mcasures
for Maintenance Funds of Commeodity Housing in Shanghai and other local
administrative measures for maintenance funds, and are included in the development
Costs,

4.12.7 Accounting method of quality guarantee deposit
The quality guarantee deposit shall be reserved and deducted from the civil engineering
and installation project payment payable in accordance with the retention ratio and
payment period of the quality guarantee deposit stipulated in the civil engineering,
installation and other project contracts. Maintenance cests due to quality issues in the
warranty period shall be deducted and listed in this item, and the settlement of such
costs shall be handled after the warranty period.

4.12.8 Inventory system
Perpetual inventory system is adopted.
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4.13

4.14

4.12.9 Determining basis of the net realizable value of inventories and pm\'ismn method
for inventory depreciation reserve
After the comprehensive inventory at the end of the period, the uwentor} provision for
depreciation will be made or adjusted at the lower of the inventory cost and net
realizable value.

Inventory impairment provision will be made at the end of the period on an individual
basis.

If the factors causing any write-down of the inventories have disappeared, the amount
of write-down shall be resumed and be reversed from the provision for the loss on
decline in value of inventories that has been made. The reversed amount shall be
included in current profit or loss.

Contract assets

Since January 1, 2020, the subsidiaries, China Enterprise Company Limited and

Shanghai Yaohua Pilkington Glass Group Co., Ltd. have adopted new revenue standards,

4.13.1 Recognition method and standards for contraciual assets
The Company presents contractual assets or contractual liabilities in the balance sheet
basad on the relationship between its performance of fulfillment obligations and
customer payments. If the Company has transferred the right to receive consideration
for goods transferred or services provided to customers and the right depends on factors
other than the passage of time, it is presented as a contract assct. Contractual assets and
contractual liabilities under the same contract are presented by their net zinounts. The
Company's unconditional (only subject to the passage of time) rights w0 receive
consideration from customers are individually presented as receivables,

4.13.2 Determination method and accounting treatment of expected credit losses of
contractual assets
The method of determining expected credit losses and accounting treatment for contract
assels arc detailed in Note 4.10.6/7 "Methods of testing and accounting for impairment
of financial assets".

Assets held for sale

'The Company recognizes non-current assets or disposed asset portfolios meeting the following

conditions at the same time as assets held for sale:

(1) According to the general practice for selling such kind of asset or disposed asset
portfolio in the similar transaction, the assct or portfolio can be immediately sold in the
prevailing circumstance;

(2)  The sale of the asset or portfolio is very likely to happen, which means that the
Company has made a resolution for one selling plan and had acquired decided purchase
commiitment, and it is estimated that the sale will be completed within one year. Where
the sale can be done only upon the approval of relevant authorities or regulatory
authorities of the Comnpany as required by relevant provisions, the approval has been
obtained.

Notes to the Financial Statements Page 24

F-60




SHANGHAI LAND (GROUP) CO., LTD.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2020

4.15

Long-term equily investments
4.15.1 Determinaiion of investinent costs

(1)

2)

A long-term equity investment as a result of business combination

Business combination under common control: if the Company makes payment
in cash, transfers non-cash assets or bears debts and issues equify securities as
the consideration for the business combination, the book value of the owner's
equity of the acquiree in the consolidated financial statements of the ultimate
controller is recognized as the initial cost of the long-term cquity investment on
the combination date. The stock premium in the capital reserve is adjusted
according to the difference between the original cost of long-term equity
investment and the book value of cash paid, non-cash assel transferred or debt
borne as well as total par value of shares issued. If the stock premium in the
capital reserves is insufficient to cover the difference, the remaining amount
shall be charged against retained eamings. In case the Company can cxercise
control over the investee under common contral for additional investment or
other reasons, the initial investment cost of long-term cquity investments is
recognized at the share of book value of net asset of the acquiree after the
combination in the consolidated financial stalements of the ultimate controller
on the combination date. The stock premium should be adjusted at the difference
between the initial investment cost of long-term equity investments on the
combination date and the book value of long-term cquity investments before the
combination plus the book value of consideration paid for additional shares; if
there is no sufficient stock premium for write-downs, the retained earnings are
adjusted.

Business combination under common control: the Company determines the
combination cost determined on the purchase date as the initial cost of long-term
equity investments. Where additional investment or other reasons make the
control over the investee not under the same conirol possible, the mitial
investment cost under the cost method will be the sum of the book value of the
equity investments previously held and the newly increased investment costs.

Intermediary costs such as audit fee, legal service fee, appraisal and consultancy
fee paid for the business combination and other relevant administrative expenses
are included in current profit or loss when occurred, the transaction costs for the
issuance of equity securities or the debt securitics as the consideration for the
business combination are included in the initially recognition amounts of the
equity or debt securities.

Long-term equity investment acquired by other means
For long-term equity investments acquired from cash payment, the initial
investment cost is the actually paid purchasing cost.

For a long-term equity investment acquired from issuance of equity securities,
its initial cost is the fair value of the issued equity securities.

If the exchange of non-monetary assets has commercial substance and the fair
values of assets traded out and traded in can be measured reliably, the initial cost
of long-term equity investment traded in with non-monetary assets are
determined based on the fair values of the assets traded out and the relevant
taxes and surcharges payable unless there is any conclusive evidence that the
fair values of the assets traded in are more reliable; if the exchange of
non-monetary assets does not meet the above criteria, the book value of the
assets traded out and the relevant taxes and surcharges payable are recognized as
the initial cost of long-term equity investment traded in.
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For a long-term cquity investment acquired from debt restructuring, its initial
cost is determined based on the fair value.

4.15.2 Subsequent measurement and recognition of profit or loss

(€3

Long-term equily investments calculated under cost method
Long-term equily investments in subsidiaries are accounted for under the cost
method. Except for the actual price paid for acquisition of investment or the
cash dividends or profits contained in the consideration which have been
declared but not yet distributed, the Company recognizes the investment income
in 2020 at the cash dividends or profits declared by the investee.

Long-term equity investments calculated under equity method

The Company's long-term equity investments in its associates and joint ventures
are calculated under the equity method. If the initial cost is in excess of the share
of the fair value of the net identifiable assets in the investee when the investment
is made, the difference will not be adjusted to the initial cost of long-term equity
investment; if the initial cost is in short of the share of the fair value of the net
identifiable assets in the investee when the investment is made, the difference
will be included in current profif or loss.

The Company shall recognize the investment income and other comprehensive
income at the shares of net profit or loss and other comprehensive income
realized by the investee which the Company shall enjoy or bear and adjust the
book value of long-term equity investments at the same time; the Company shall
calculate the shares according to profits or cash dividends declared by the
investee and correspondingly reduce the book value of long-term equity
investments; the book value of long-term equity investments shall be adjusted
according to the investee's other changes in owner's equity other than net profi
ar loss, other comprehensive income and profit distribution, which should be
included in owner's equity.

The share of the investee's net profit or loss should be recognized after
adjustments are made 1o net profit of the investee based on the fair value of
identifiable net assets of the investec upon acquisition of investments and
according to accounting policies and accounting period of the Company. When
holding the investment, the investee should prepare the consolidated financial
statements, it shall account for the investment income hased on the net profit,
other comprehensive income and the changes in other owner's equity
altributable to the investee.

The Company shall write off the part of incomes from internal unrealized
transactions between the Company and associates and joint ventures which are
attributable to the Company according to the corresponding ratio and recognize
the profit or loss on investments on such basis. For internal trading profit or loss
that have not oceurred with the investee, they will be fully recognized if they
belong to the asset impairment losses. For the asset investment or sale
transactions with associates or joint ventures, the accounting treatment shall be
carried out in accordance with relevant policies as disclosed in Note 4.4 and 4.5
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(3)

When the Company recognizes its share of loss incurred to the investee,
treatment shall be done in following sequence: firstly, the book value of the
long-term equity investment shall be reduced. Secondly, where the book value
thereof is insufficient to cover the share of losses, investment losses are
recognized to the extent of book value of other long-term equitics which form
net investment in the investee in substance and the book value of long term
receivables shall be reduced. Finally, after all the above treatments, if the
Company is still responsible for any additional obligations in accordance with
the provisions stipulated in the investment contracts or agrecments, cstimated
liabilities are recognized and included into current investment loss according to
the obligations estimated to undertake. An investor shall recognize the net loss
incurred by the invested entity until the book value of the long-term equity
investment and other long-term interests which substantially form the net
investment in the invested entity are reduced to zero, unless the investing party
is obliged to undertake extra losses. IT the invested entity realizes any net profit
later, the investing party shall, after the amount of its attributable share of profits
offsets its atributzble share of the unrecognized losses, resume recognizing its
attributable share of profits.

Disposal of long-term equity investments
For disposal of long-term equity investments, the difference between the book
value and the actual price shall be included in the current investment income.

For long-term equity investments accounted for under the equity method, when
the Company disposes such investments, accounting treatment should be made
t0 the part that is originally included in other comprehensive income according
to the corresponding proportion by using the same basis for the invesiee 1o
directly dispose the relevant assets or liabilitics. Owner's equity recognized at
the changes in the investee's other owner's equity other than net profit or loss,
other comprehensive income and profit distribution shall be transferred to
current profit or loss according to the proportion, except [for other
comprehensive income from changes arising from re-measurement of net
liabilities or net assets of defined benefit plan.

In case the joint contrel or significant influence over the investee is lost for
disposing part of equity investments or other reasons, the remaining equity will
be changed to be accounted for according to the recognition and measurement
principles of financial instruments. The difference between the fair value and the
book value on the date of the loss of joint control or significant influence should
be included in current profit or loss. For other comprehensive income
recognized from accounting of the original equity investments under the equity
method, accounting treatment should be made by using the same basis for the
investee to directly dispese the relevant assets or liabilities when the equity
method is no longer adopted. Owner's equity recognized from the investee's
changes in other owner's equity other than net profit or loss, other
comprehensive income and profit distribution should all transferred to current
profit or loss when the equity method confirmed is no longer adopted.
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4.16

Where the Company loses the control over the investee due to disposal of partial
equity investments or other reasons, when it prepares individual financial
stalements, if the remaining equity after disposal can exercise joint control or
significant influence on the investee, such investments should be changed to be
accounted for under the equity method and the remaining equity should be

zemed to have be adjusted on acquisition, namely when the equity method is
adopted for accounting; if the remaining equity after disposal can exercise joint
control or significant influence on the investee. such equity will be changed 1o
be accounted for according to recognition and measurement standards of
financial instruments and the difference between fair value and book value on
the date of loss of the control or significant influenee should be included in
current profit or loss.

Where equity after the disposal is acquired from business combinations due to
additional investments or other reasons, when the Company prepares individnal
financial statements, if the remaining equity after the disposal is accounted for
under the cost method or equity method, other comprehensive income and other
owner’s equily recognized from equity investments that are held before the
acquisition date and are accounted for under the equity method should be carried
forward in proportion; if the remaining equity after the disposal is changed to be
accounted for according to recognition and measurement standards of financial
instruments, other comprehensive income and other owner’s equity should be
carried forward at full amount.

4.15.3 Recoguition basis of joint control over or signiticant impact on the investee
Joint control refers to the control shared over an arrangement in accordance with the
relevant stipulations, and the decision-making of related activities of the arrangement
should not be made before the party sharing the control right agrees the same. Where
the Company and other investors exert common control over the investee and the
Company is entitled to net assets of the investee, the investee is the joint venture of the
Company.

Significant influence refers to the power to participate in making decisions on the
financial and operating policies of an enterprise, but not the power to contrel, or jointly
control. the formulation of such policies with other parties. Where an investing
enterprise is able to have significant influences on an investee, the investee shall be its
associate.

4.15.4 Impairment test method and provision method for impairment
Impairment test is carried on those long-term equity investments with sign of
impairment on the balance sheet date.

If the recoverzhle amount is lower than the book value of the long-term equity
investment, provision for impairment shall be made. Once the loss on impairment of
long-term equity investment is recognized, it cannot be reversed.

Investment property
The investment properties refer to the real estate held for earning rentals orfand capital

appreciation. Investment properties include leased land use right. land use right held for
transfer upon appreciation and leased building.
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The Group, on the basis of the acquisition cost, carries out an initial measurement and a
subsequent measurcment on investment property by employing the cost method on the halance
sheet date. For investment propertics measured with the cost model - in terms of buildings for
renting, the same depreciation policy as that for fixed assets of the Company is adopted and
land use rights for renting are implemenied with the same amortization policy as that for
intangible assels.

If any indication of impaiment exists, the recoverable amounts of investment properties shall
be estimated.

Once the impairment loss on investment properties are recognized, it shall not be reversed.

Fixed assets

4.17.1 Recognition criteria
Fixed assets of the Company refer to tangible assets held for the purpose of producing
commodities, providing services, renting or business management with useful lives
exceeding one accounting year.

The fixed assets shall be only recognized when the following conditions are satisfied:
the economic benefits relating to the fixed assets may flow into the Company, and the
costs of the fixed assels can be measured reliably.

The Company initially measures its fixed assets based on their actual costs when
acquired.

4.17.2 Classification and depreciation methods of fixed assets
Depreciation of the Company's fixed asscts is provided on a category basis using the
straighi-line method. ‘The depreciation rates are determined according to the categories,
estimared useful lives and cstimated net residual rates of fixed assets. Where various
components of fixed assets are different in useful lives or provide economic benefits for
the enterprise in different ways, then different depreciation rates or methods are chosen
to separately provide for depreciation. Specifically, for fixed assets of which provision
for impairment has been made, the depreciation rate shall be determined based on the
fixed assets deducting the accumulated amount of provision for impairment withdrawn.

The Company should review useful lives, estimated net residual rate and depreciation
methods of the fixed asscts al the end of each year, For any differences between the
cstimated useful life and the previous estimates, the useful life of the fixed assets shall
be adjusted; for any differences between the estimated net residuals and the previous
estimales, the estimated net residual shall be adjusted.

For fixed assets acquired under financing leases, if there is reasonable assurance that
the Group will obtain the ownership of the leased assets when the lease term expires,
the leased assets should be depreciated over its useful life; if there is no reasonable
assurance that the Group will obtain the ownership of the leased assets when the Jease
term expires, the leased assets should be depreciated over the shorter of the lease term
or the useful life of the leased assets.

The provision for depreciation should be made when the fixed assets have reached the
working condition for their intended use and ceased at the time of derecognition or the
fixed assets arc classified as non-current assets held for sale.
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‘I'he depreciation life and depreciation rate of various fixed assets are as follows

Categories of fixed | [Dstimated service | Net residual Annual

e b Mk NEIGTE | SEPVRRI 0N Tele

Buildings and | :

constructions (S-6dyears | U%10% . 20.00%-148%
“General equipment | 1 - 20 years Gxu-lD% L 100.00%-4.50%
_Special equipment 1320  years i 3%-10% | 32.33%-4.50%

Transportation ' :

facilitiss 3-1Syears 0 3%10% 32.33%:6.00%_

Fixed assets leased '

from financing _ ASyears o %G 211%

Decoration of fixed | ;

assets L 2-10years -1 50.00%-10.00%

Improvement of fixed

assets acquired under
_the operating lease S8 months 20.69%

Other equipment | 3 -20 years 0%-10% 33.33%-4.5%

4.17.3 Accounting treatment of subsequent expenses of fixed assets
Subsequent expenses of fixed assets refer to the renovation and transformation, repair
and other expenses incurred during the process of using the fixed assets.

For the subsequent renovation and transformation expenses of fixed assets mecting the
Company's recognition criteria of fixed assets, they shall be included in costs of fixed
assets after deducting the book value of replaced part; for repair expenses of fixed
assets not meeting such recognition criteria, they shall be recorded into current profit or
loss when incurred.

4,17.4 Recognition criteria and provision method for provision for impairment of fixed
assels
The Company assesses whether there is any indication that fixed assets may be
impaired at the end of each period.

If there is any indication that a fixed asset may be impaired, the Company shall
estimate the recoverable amount of the asset. The recoverable amount of the fixed asset
is determined at the higher of the net amount of its fair value less disposal expenses or
the present value of its estimated future cash flows.

If the recoverable amount of a fixed asset is lower than its book value, the book value
of the asset shall be written down to its recoverahle amount. The write-downs shall be
recognized as impairment loss of the fixed assets and charged to current profit or loss.
Provisions for impairment of the fixed assets are made accordingly at the same time.

After the impairment losses of fixed assets are recognized, the depreciation for the
impaired fixed assets are adjusted accordingly in future periods so as to amortize the
post-adjustment book values of the fixed assets (less their estimated net residual values)
over their remaining useful lives on a systematic basis.

Once recognized, the impairment losses on fixed assets shall not be reversed in
subsequent accounting period.

If any indication suggests that a fixed asset may be impaired, the Company will
estimate the recoverable amount on an individual basis. If it is difficult to estimate the
recoverable amount of the individual asset, the Company will estimate the recoverable
amount of the asset group to which the individual asset belongs.
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4.17.5 Recognition basis and valuation method for fixed assets acquired under financing
lease
Assets acquired under tinance leases are recognized where the lease agreement signed
by the Company with the leasee specifies one of the following conditions:
(1} The ownership of the leased asset belongs to the Company al the expiration of
lease term;

(2)  ‘The Company has the option to buy the asset at a price which is far lower than
the fair valuc of the leased asset at the date when the option becomes
exercisable;

(3)  The lease term covers the major part of the useful life of the leased assct;

(4)  There is no large difference between the present value of the minimum lease
payments on the lease commencement date and fair value of the assets.

On the lease commencement date, the book eniry value of a fixed asset acquired under
financing lease is measured at the asset’s fair value or the present value of the
minimum lease payment, whichever is the lower. The minimum lease payment is
recorded as the book entry value of the long-term payables, and the differcnce between
them is deemed as the unrecognized financing expenses.

4.18 Caonstruction in process
4,18.1 Initial measurement of construction in progress and criteria for construction in
progress conversion into fixed assets
The Company's costs of construction in progress are determined according to actual
project expenditures, including all necessary project expenses incurred during the
construction period, the borrowing costs that shall be capitalized before the
construction reaches its condition for the intended use and other related expenses.

Constructions in progress are transferred to fixed assets when they reach the condition
for its intended use.

Projects under construction are recorded as fixed assets at necessary expenditures
incurred before preparing the asset to reach the condition for its intended use. Where
the construction in progress of a fixed assel reached working conditions for its intended
use but the completion of settlement has not been handled, the estimated construction
value shall be transferred into the fixed assets based on construction budget, cost or
actual cost of construction, etc., and the depreciation of fixed assets shall be withdrawn
according to the Company's policy on fixed asscls depreciation; when the completion
of settlement is finished, the original estimated value shall be adjusted at the actual cost,
but the depreciation already withdrawn shall not be adjusted.

4.18.2 Recognition criteria and provision method for provision for impairment of
construction in progress
The Company assesses whether there is any indication that construction in progress
may be impaired at the end of each period.

If there is any indication that construction in process may be impaired, the Group
estimates its recoverable amounts. If there i3 any indication that construction in
progress may be impaired, the Company shall estimate the recoverable amount on the
basis of single construction. If it is difficult to estimate the recoverable amount of
single construction, the Company shall determine the recoverable amount of the asscts
group that such construction belongs to.
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The recoverable amount of construction in progress is the higher of their fair value less
costs to disposal and the present value of the estimated fulure cash flows of the
construction in progress.

I the recoverable amount of construction in progress is lower than their book value, the
book value of the construction in progress shall be writlen down to their recoverable
amount. ‘The write-downs will be recognized as impairment losses and included in
current profit ar loss. Provisions for impairment of the construction in progress shall be
made accordingly.

Once recognized, the impairment loss of consfruction in progress shall be no longe
reversed in subsequent accounting period.

4.19 Borrowing costs
4.19.1 Recognition criteria of capitalization of borrowing costs
Borrowing costs of the Company that are directly attributable to the acquisition,
construction or production of qualifying assets should be capitalized and included in the
costs of related assets. Other borrowing costs are recognized as expenses at the amount
on oceurrence and are charged to current profit or loss.

Borrawing costs may be capitalized only when all the following conditions are met at

the same time:

(1)  Asset disbursements, which include those incurred by cash payment, the transfer
of non-cash assels or the undertaking of interest-bearing debts for acquiring and
constructing or producing assets eligible for capitalization, have already been
incurred;

(2) Borrowing costs have ocourred;

(3)  The acquisition and construction or production activities which are necessary to
prepare the assets for their intended use or sale have already been started.

4.19.2 Capitalization period for borrowing costs
Capitalization period refers to the period from commencement of capitalization of
borrowing costs to its cessation. The period of capitalization suspension of borrowing
costs is excluded.

Capitalization of borrowing costs should be ceased when the acquired and constructed
or produced assets eligible for capitalization have reached their intended use or sale
condition,

When some projects among the acquired and constructed or produced assets eligible for
capitalization are completed and can be used separately, the capitalization of borrowing
costs of such projects should be ceased.

I all parts of the acquired and constructed or produced assets are completed separately
but the assets cannot be used or sold externally until overall completion, the

capitalization of borrowing costs should be ceased at the time of overall completion of
the said assets.
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4.19.3 Period of capitalization suspension

If the acquisition and construction or production activitics of asscts cligible for
capilalization are abnormally interrupted and such condition lasts for more than three
months, the capitalization of borrowing costs should be suspended; if the interruption is
necessary procedures for the acquired. constructed or produced assets eligible for
capitalization to reach their intended use or sale status, the borrowing costs continuc to
be capitalized. Borrowing costs incurred during the interruption are recognized as
current profit or loss and continue to be capitalized until the acquisition. construction or
production of the asset restarts.

4.19.4 Calculation method of eapitalization amount of borrowing costs
As for special borrowings borrowed for acquiring and constructing or producing assets
eligible for capitalization, borrowing costs of special borrowing actually incurred in
2020 less the interest income of the borrowings unused and deposited in bank or return
on temporary investment shall be recognized as the capitalization amount of borrowing
COSES.

As for general borrowings used for acquiring and construcling or producing assets
cligible for capitalization, the expenses of general borrowings to be capitalized shall be
calculated by multiplying the weighted average of asset disbursements of the part of
accumulated asset disbursements exceeding special borrowings by the capitalization
rate of used general borrowings. The capitalization rate is determined via the
calculation at the weighted average interest rate of general borrowings.

Where there are discounts or premiums on borrowings, the amounts of interest for each
accounting period should be adjusted laking account of amortizable discount or
premium amounts for the period at effective interest method.

4.20 Intangible assets
4.20.1 Recognition of intangible assets
The "intangible assets" refers to the identifiable non-monetary asscts which have no
physical shape and are possessed or controlled by the Company. Intangible asseis will
onlv be recognized when all the following criteria are satisfied:
(1) It is probable that the economic benefits relating to the fixed assets will flow
into the Company; and

(2)  Costs of the intangible assets can be measured reliably.

4.20.2 Measurement method of intangible assets
(1)  The Company initially measures intangible assets at cost upon acquisition;

The costs of externally acquired imangible assets include their purchase prices,
related taxes and surcharges and any other directly attributable expenditure
incurred to prepare the asset for its intended use. If the deferred payment of
purchase price of intangible assets exceeding normal credit terms is substantially
of financial nature, the cost of intangible assets should be determined at the
present value of the purchase price.

The book entrv value of intangible assets acquired which the debtor uses to pay
back the debt in debt restructuring should be recognized at the fair value of the
intangible assets. The difference between the book value of restructured debts
and the fair value of intangible assets used to pay back the debt should be
included in current profit or loss.
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[f the exchange of non-monetary assets has commercial substance, and the fair
values of these assets can be measured reliably, the book-entry values of
intangible asscts traded in are based on the fair values of the intangible assets
traded out unless there is any conclusive evidence that the fair values of the
assets traded in are more reliable. If the exchange of non-monetary asscls does
not meet the above criteria, the costs of the intangible assets traded in should be
the book values of the assets traded out and relevant taxes and surcharges
payable, and no profit or loss shall be recognized.

For intangible assets acquired from business combination under common control,
the book entry value is initially recognized at the book value of the combinee;
for intangible assets acquired from business combination not under common
control, the book entry value is initially recognized at the fair value.

Costs of intangible assets developed internally and independently include: the
costs of materials and labor services used to develop the intangible asscts, the
registration fee, the amortization of other patents and franchise used in the
process of development, the interest cxpenses meeting the condition [or
capitalization, and other direct expenses for preparing the intangible assets for
their intended use.

(2)  Subsequent measurement of intangible assets
The useful lives of intangible assets are analyzed on acquisition.

As for intangible assets with limited useful life, siraight-line amortization
method is adopted in the period when the intangible assets generate economic
benefit for enterprise; if the period when the intangible assets generate economic
benefit for enterprise cannot be predicted, the intangible assets will be deemed
as those with indefinite useful life and should not be amortized.

4.20.3 Fstimate of the useful life of the intangible assets with definite useful lives
At the end of each reporting period, the Bank shall review the useful lives and
amortization method of intangible assets with definite useful lives.

Upon review. the useful lives and amortization method of the intangible assets as at the
end of the year were not different from those estimated before.

4.20.4 Determination basis of intangible assets with indefinite useful lives:
As of the end of the current period, the Company had no intangible assets with
indefinite uselul lives.

4.20.5 Provisions for impairment loss on intangible assets
As for the intangible assets with limited useful life, if there is any obvious indication of
impairment, the Group shall conduct an impairment test at the end of the period.

As for the intangible assets with indefinite useful lives, the Group shall conduct the
impairment test at the end of the period.

Impairment test will be conducted for intangible assets, and the recoverable amount
thereof will be estimated. If there are indications of possible impairment of an
intangible asset, the Company will estimate its recoverable amount based on single
intangible asset. IT it is difficult for the Company to estimate the recoverable amount of
the individual asset, the recoverable amount of an asset group to which the said
intangible asset belongs to will be determined.
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The recoverable amount is determined at the higher of the net of the fair value less
disposal costs and the present value of the future cash flows,

When the recoverable amount of the intangible asset is lower than its book value, the
book value of the intangible asset will be written down to its recoverable amount. The
reduction is recognized as an impairment loss of the intangible asset, and included into
current profit or loss, while corresponding impairment provision of the intangible asset
will be provided.

After the impairment loss of the intangible asset is recognized, the depreciation or the
amortization fees for impairment of the intangible asset will be adjusted in future
periods to allow that the adjusted book value (less net estimated residual value) of the
intangible asset is svstematically amortized over their remaining useful life.

[mpairment loss on the intangible assets shall not be reversed in subsequent accounting
periods once recognized.

4.20.6 Specific standards for classification of research and development phase of internal

4.20.7

research and development projects
Expenditure on an internal research and development project shall be classified mto
cxpenditure on the research phase and expenditure on development phase.

Research stage: it is the stage when creative and planned investigation and research
activities are conducted to acquire and understand new scientific or iechnological
knowledge.

Development phase: development phase is the stage when the research achievements
and other knowledge are applied to a plan or design, prior to the commercial production
or use, so as to produce any new or substantially improved material, device or product.

Specific standard for development expenditures eligible for capitalization
Expenditure on the development stage for an internal research and development project
shall be recognized as intangible asscts only when the following conditions are
simultaneously satisfied:

(1) Ttis fcasible technically to finish intangible assets for use or sale;

(2)  ltis intended to finish and use or sell the intangible assets;

(3)  The method that the intangible assets generate economic benefits, including the
existence of a market for products produced by the intangible assets or for the
intangible assets themselves, shall be proved. Or, if to be used internally, the
usefulness of the assets shall be proved;

(4)  Ttis able to finish the development of the intangible assets and able to use or sell
the intangible assets, with the support of sufficient technologies, financial
resources and other resources; and

(5)  The expenditures atiributable to the development of the intangible asset can be
reliably measured.

If the above conditions are not satisfied, expenditure on the development phase shall be
included in current profit or loss when it occurs. Expenditure on the research phase
shall be included in current profit or loss when it occurs.
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4.21

4.22

4,23

Goodwill

For goodwill arising from business combination under common contrel, its initial cost is the
difference of the acquisition cost in excess of the share of fair value of the acquiree's
identifiable net assets acquired in the merger.

Goodwill will be transferred out upon the disposal of the related asset group or combination of
asset group and be included into current protit or loss.

The Company doss not amortize the goodwill, and conducts impairment test for the goodwill
al least once at the end of each year,

The Company conducts impairment tests for goodwill. The book value of goodwill arising
from a business combination is allocated to the relevant assets group in a reasonable way since
the acquisition date; where it is difficult to be allocated te the relevant asscts group, it will be
allocated to the relevant combination of assets groups. When the book value of goodwill is
amortized 1o the relevant assets group or combination of assets groups, it shall be cvenly
amortized according 1o the proportion of the fair value of each assets group or combination of
assets groups in the total fair value of the relevant assets groups or combinations of asscis
groups. Where fair value is difficult to be reliably measured, it shall be evenly allocated
according to fhe proportion of the fair value of each assets group or combination of assets
groups in the total fair value of the relevant assets groups or combinations of assels groups.

When making an impairment test on the relevant assets groups or combination of assets groups
containing goodwill. if any indication shows that the assets groups or combinations of assets
groups may be impaired, the Company shall first conduct an impairment test on the assets
groups or combinations of assets groups not containing goodwill, calculate the recoverable
amount and compare it with the relevant book value to recognize the corresponding
impairment loss. Then the Company shall conduct an impairment test on the assets groups or
combinations of assets groups containing goodwill, and compare the book value of these assels
groups or combinations of assets groups (including the book value of the goodwill apportioned
thereto) with the recoverable amount. Where the recoverable amount of the relevant assets
groups or combinations of assets groups is lower than the book value thereof, the Company
shall recognize the impairment loss of the goodwill.

The impairment loss of goodwill is included in current profit or loss when incurred and will
not be reversed in the subsequent accounting period.

Long-term deferred expenses
The Company's long-term deferred expenses include: expenses from improvement of the fixed
assets acquired through lease, renovation costs, etc.

Long-term deferred expenses of the Company are measured at the actual costs and amortized
evenly over the estimated beneficial period. If an item of long-term deferred expense cannot
bring any benefit in future accounting periods, the amortized value of such ilem shall all be
iransferred to current profit or loss.

Contract liabilities
Since Januvary 1, 2020, the subsidiaries, China Enterprise Company Limited and Shanghai
Yaohua Pilkington Glass Group Co., Ltd. have adopted new revenue standards.

The Company presents contractual assets or contractual liabilities in the balance sheet based
on the relationship between its performance of fulfillment obligations and customer paymenits.
The Company's obligation to transfer goods or provide services to customers for consideration
receivahle for goods received is presented as contract liabilities. Contracrual assets and
contractual liabilities under the same contract are presented by their net amounts.
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424 Employee compensation
4.24.1 Short-term compensations

During the accounting period in which employees provide service to the Company, the
short-term compensation actually incurred is recognized as liabilities and charged to
current profit or loss or the relevant assets cost.

During the accounting period when employees serve the Company, the corresponding
amount of employee compensation is calculated and determined according to the
provision basis and provision proportion as stipulated in the provisions on the social
insurance premiums such as the medical insurance premiums, work-related injury
insurance premium and maternity insurance premium and housing funds paid for
cmployees by the Company, as well as trade union funds and employee education
funds.

If the employee benefits are non-monetary benefits, they shall be measured at the fair
value.

4.24.2 Dismissal welfare
The Company recognizes the employee compensation arising from dismissal benefits
as liabilities and includes it in current profit or loss when the Company cannot
unilaterally withdraw dismissal benefits which are provided for termination of labor
relation plan or layoff proposal, or when the Company recognizes costs or expenses
(whichever is carlicr) associated with restructuring of payment of dismissal benefits.

4.24.3 Post-employment benefits
(1)  Defined contribution plans
The Company pays the basic endowment insurance premiums and
uncmployment insurance for employees according to the relevant provisions of
the local governments, During the accounting period when employees serve the
Company, the paid amount which is calculated based on the payment base and
praporlion as stipulated in the provisions of the local place is recognized as
liabilities and included in current profit or loss or costs associated with assets.

In addition 1o the basic pension insurance, the Company also sets up enterprise
annuity system (supplementary pension insurance) / enterprise annuity plans in
accordance with relevant national policies on enterprise annuity system. The
Company makes payments to the local social insurance institutions in a certain
proportion to the total employee wage/annuity plan, with corresponding
expenses included in current profit or loss or related asset cost.

(2)  Defined benefit plans
The Company, according to the formula determined based on estimated total
welfare unit method, recognizes the welfare obligations arising from defined
benefit plan to the period of receiving services from employees and includes
them into current profit or loss or relevant asset costs,

The deficit or surplus formed by the difference between the present value under
defined benefit plan and the fair value of assets under defined benefit plan is
recognized as a net defined benefit liability or asset. For a surplus of defined
benefit plans, the Company should measure the net asset of such defined benefit
plans at the lower of the surplus of such defined benefit plans and the asset
thereof.
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4.26

All obligations under the defined benefit plan, including the estimated payment
obligation within 12 months following the annual report period during which the
employees provide service, are discounted to the present value at the market
return of the national debt corresponding 1o the period and currencies of the
obligations under the defined benefit plan or high-quality corporate bonds active
on the market on the balance sheet date.

Net interest of the service cosls arising from the defined benefit plan and nat
defined benefit liabilities or assets is included in current protit or loss or costs
associated with assets; Changes due to the remeasurement of net defined benefit
liabilities or assets are included in other comprehensive income and will not
turned into the profit or loss during the subsequent accounting period.

At the time of the settlement of defined benefit plan, the profit or loss is
determined according to the difference between the present value of the defined
benefit plan obligations and settlement price confirmed on the settlement date.

Bonds payable

The publicly offered bonds are initially measured at the amount of the fair value less the
transaction costs and arc measured subsequently based on the amortized costs under the
effactive interest rate method during the remaining period.

The interest costs will be capitalized when they are eligible for capitalization, otherwise they
will be included in current profit or loss directly.

Estimated liabilities
When the Company involves in proceedings, debt guarantees, onerous contracts and
reorganization events, if such events may require delivery of assets or rendering of services in
the future and the amounts of such events can be reliably measured, such events are
recognized as estimated liabilitics.
4.26.1 Recognifion criteria
The Company recognizes the obligation related to contingencies which meeting the
following conditions at the same time as liabilities:
(1) This obligation is a present obligation of the Company;

(2} The performance of this obligation may very probably lead to the flow of
economic interests out of the Company: and

(3)  The amount of the obligation can be measured reliably.

4.26.2 Measurement method of estimated liabilities
Estimated liabilities of the Company are initially measured as the best estimate of
expenses required for the performance of the relevant present abligations.
When the Company determines the best estimate, it should have a comprehensive
consideration of risks with respect to contingencies, uncertainties and the time value of
money. If the time value of money is significant, the best estimate shall be determined
after discounting the relevant future outfllow of cash.
The best estimate shall be accounted as tollows in different circumstance:
If there is continuous range (or interval) for the necessary expenses, and probabilities of

occurrence of all the outcomes within this range are equal, the best estimates will be
determined at the average amount of upper and lower limits within the range.
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If there is no continuous range (or interval) for the necessary expenses, or probabilities
of occurrence of all the outcomes within this range are unequal although such a range
exists, in case that the contingency involves a single item, the best estimate shall be
determined at the most likely outcome; if the contingency involves two or mare items,
the best estimate should be determined according to all the possible outcomes with their
relevant probabilities.

When all or part of the expenses necessary for the settlement of an estimated liability of
the Company is expectad to be compensated by a third party. the compensation should
be separately recognized as an asset only when it is virtually certain that the
compensation will be received. The amount recognized for the compensation should
not excead the book value of the estimated liability.

4.27 Revenue
Except for China Enterprise Company Limited and Shanghai Yaohua Pilkington Glass
Group Co., Ltd., both the Company and its subsidiarics adopt the following revenue
standards.
4.27.1 Recognition of revenue from sales of goods
Revenue from the sale of goods is recognized when:
(13  The Company has transferred significant risks and rewards of ownership of the
goods to the buyer;

(2)  The Company retains neither continuous management rights associated with
ownership of the goods sold nor effective control over the goods sold;

(3)  Itis probable that the amount of revenue can be measured reliably;
(4}  The related economic benefits are likely to flow into the Company;

(5}  The relevant amounts of costs that have occurred or will occur can be measured
reliably.

4.27.2 Recognition of revenue from the rendering of labor services
T the Company can reliably estimate the final outcome of a service rendering
transaction, it shall recagnize the revenue from the rendering of services by means of
the percentage-of-completion method as at the end of the period.

4.27.3 Recognition of revenue from transfer of the right to nse assets
When the economic benefits relating to the transactions is possible to flow into the
enterprise and the amount of revenue can be measured reliably, revenues from transfer
of right to use assets are recognized under the following circumstances:
(1)  The amount of interest revenue is determined based on the time and effective
interest rate for others to use the monetary funds of the Company.

(2}  The amount of revenue from usage is determined based on the charging time
and method as agreed in relevant contract or agreement.

4.27.4 Revenue from rental properties
{1)  There is a lease contract, agreement or other settlement notice recognized by the
lessee,

(2)  The aobligations stipulaled in the contract have been fulfilled, a sales invoice has
been issued and the price has been obtained or is believed to be obtainable.

{3)  The cost of leased development products can be reliably measured.
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4.27.5 Revenue from real estate sales
(1) The project has been completed and meets the conditions {or moving in and
handing in the house.

(2)  Thereis a sales contract or other settlement notice approved by the purchaser.

(3)  The obligations stipulated in the contract have been fulfilled, a sales invoice has
been issued and the price has been obtained or is believed to be obtainable.

(4)  The cost can be measured reliably.

4.27.6 Revenue from gnarantee fees
According to the Accounling Methods of Guarantee Enterprises, the revenue from
guarantee fees shall be recognized when the following conditions are met at the same
time:
(1) A guarantes contract has been entered into and corresponding liabilities to
guarantee have been undertaken;

{(2)  The sconomic benefits related to the guarantee contract can flow into the
enterprise;

{3) The revenues related fo the guarantee contract can be measured reliably.

The income from guarantee fees shall be determined according to the amount charged
from the warrantee as required by the contract on the entrusted guarantee.

If the guarantee fee is charged from the warrantee by means of one-time collection
method, it shall be confirmed as the revenue from guarantee fees in a lump sum.

Before the guaraniee contract is established and the company begins to assume the
cuarantee responsibility, the guarantee fee paid by the warrantee to the Company shall
be recognized as a liability, and shall be treated as the advance guarantee fee. It shall be
recognized as the income from guarantee fee when mesting the confirmation conditions
specified in Article 2 above.

After the guarantee contract is established and the Company begins to assume the
guarantee responsibility, if the warrantee repays the principal debt in advance to release
the Company’s guarantee responsibilitics, and part of the guarantee fees are refurned to
the warrantee in accordance with the guarantee contract, the Company shall offset tha
current income from guarantee fee with the guarantee fees actually returned.

If the guarantee fees for guarantee responsibilities assumed before the balance sheet
date are returned during the period from the balance sheet date to the approval date of
financial staterents, they shall be treated as an adjustment item after the balance sheet
date.

4.28 Revenue

Since January 1, 2020, the subsidiaries, China Interprise Company Limited and

Shanghai Yaohua Pilkington Glass Group Co., Ltd. have adopted new revenue standards.

4.28.1 Accounting policies adopted for income recognition and measurement
The Company recognizes revenue when its performance obligations as stipulated in the
contract are fulfilled, that is, when the customer obtained control of the related goods or
services. The acquisition of control over the related goods or services is defined as the
ability to dominate the use of the goods or services and derive substantially all of the
economic benefits therefrom.

Notes to the Financial Statements Pege 40

F-76




SHANGHAI LAND (GROUP) CO., LTD.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2020

Where the contract contains two or more performance obligations, the Company will,
on the contract start date, allocate the transaction price o each individual performance
obligation in the proportion of the individual selling price of the goods or services for
which each individual performance obligation is committed. The Company measures
revenue at the transaction price allocated to each performance obligation.

The transaction price is the amount of consideration to which the Company expects to
be entitled as a result of the transfer of goods or provision of scrvices to the customer,
excluding amounts collected on behalf of third parties and amounts that the Company
expects to refund to the customer. The Company determines the transaction price in
accordance with the terins of the contract and in combination with its past usual
practice, and considers the influence of variable consideration. major financing
components in the contract, non-cash consideration, consideration payvable to customers
and ofher factors when determining the fransaction pricz. The Company determines the
transaction price that includes variable consideration at an amount that does not exceed
the amount of accumulated recognized revenue that is unlikely to be significantly
reversed when the relevant uncertainty is eliminated. If there is a significant financing
component in the contract, the Company determines the transaction price based on the
amount payable in cash when the customer obtains control of the goods or services. and
uses the effective interest method to amortize the ditference between the transaction
price and the contract consideration during the contract period.

If the Company meets one of the following conditions, it is deemed to Tulfill the

performance obligations within a certain period of time; otherwise, it is deemed to so at

4 cerlain point of time:

. The customer obtains and consumes the economic benefits brought by the
Company's performance while the Company is performing the conlract.

. The customer can control the commodities under construction during the
Company's performance,

» The commodities produced by the Company during the performance of the
coniract have irreplaceable uses, and the Company has the right to receive
payment for the accumulated performance of the contract so {ar throughout the
contract period.

For performance obligations performed within a certain period of time, the Company
recognizes revenue in accordance with the performance progress during that period,
unless the performance progress cannot be reasonably determined. The Company
considers the nature of the goods or services, and adopts the output method or the input
method to determine the performance progress. When there is no reasonable certainty
of the progress of performance, revenue is recognized at the costs incurred when the
costs incurred are expected to be reimbursed until the progress of performance can be
reasonably determined.

The Company recognizes the income from the performance obligations to be performed

at certain time, that is, when the customer obtained control of the related goods or

services. In determining whether a customer has acquired control of goods or services,

the Company considers the following indications:

. The Company has a present right to receive payment in respect of the
commodity or services, i.c. the customer has a present payment obligation in
respect of the commodity,

‘ The Company has transferred the legal title to the commodity to the customer,
i.e. the customer has the legal title to the commodity.
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. The Company has transferred the physical commaodity to the custorer, i.e. the
customer has taken physical possession of the commadity.

. The Company has transferred to the customer the principal risks and rewards of
ownership of the commodity, i.e. the customer has acquired principal risks and
rewards with respect to the title to the commedity.

L The customer has accepted the goods or services, etc.

4.28.2 Specific method of revenue recognition of China Enterprise Company Limited

The specific accounting policies related to main activities in which the Company

obtains the revenuc are described as follows:

1) Contract on the sales of real estate
The Company is mainly engaged in the real estate sales business, and the
recognition of the sales revenue from real estate projects must meet the
following conditions at the same time:
. A contract has been signed with the customer;

. ‘The real estatc has been completed and passed the inspection and
acceptance by the relevant government departments, and has reached the
delivery conditions agreed in the contract:

. The customer obtains cantrol of the relevant goods, that is, the real estate
has been accepted by the customer, or is deemed to have been accepted
by the customer according to the purchase and sale contract.

2) Property service contract
The Company recognizes revenue in providing property services.

3) Property rental contract
The Company recognizes the revenues based on the straight-line method during
the leasc term specified in the lease contract.

4) Construction contract
The Company recognizes the revenuc according to the performance progress
during the time period when the Company performs its performance obligations,
and determines the performance progress based on the proportion of the
completed contractual workload to the estimated total contractual workload.

4.28.3 Specific mcthod of revenue recognition of Shanghai Yaohua Pilkington Glass
Group Co., Ltd,
SYP's products mainly include float glass, architectural processing glass and
automotive glazing glass. For the performance obligations to be fulfilled at a certain
time-point, the Company will transport the products to the delivery place in accordance
with the agreement and contract, and recognize the revenue after the buyer confirms the
recelpt.

429 Contract costs
Since January 1, 2020, the subsidiaries, China Enterprise Company Limited and
Shanghai Yaohua Pilkington Glass Group Co., Ltd. have adopted new revenue standards.
Contract costs include contract performance costs and contract acquisition costs.

Costs incurred by the Company to perform a contract that are not regulated by the relevant
standards, such as inventories, fixed assets or intangible assets, arc recogmized as a contract

performance cost as an asset when the following conditions are met;
(1) Where such cost is directly related to a current or expecied contract.

Noes w the Financial Statements Paoe 42

F-78




SHANGHAI LAND (GROUP) CO., 1.TD.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2020

4,30

(2)  Where such cost increases the resources of the Company for fulfilling its performance
obligations in the future.

(3)  Whers such cost is expected to be recovered.

IT the incremental cost of the Company is expected to be recovered, the contract acquisition
cost shall be recognized as an asset.

Assets related to the contract costs are amortized on the same basis as the recognition of the
revenue of the goods or services related to the asset; however, if the amortization period of the
contract acquisition costs is less than onc year, the Company will include such costs in the
cutrent profits or losses when incurred.

For the assets related to contract costs whose book value is higher than the difference between

the following two items, the Company will make provision for impairment for the excess and

recognize it as asset impairment loss:

(1) Where the remaining consideration is expected to be obtained by the transfer of goods
or services related to the asset;

(2)  Where the costs are estimated to occur for the transfer of the relevant goods or services.

If the said difference is higher than the book value of the asset due to changes in the
impairment factors in the previous period, the originally accrued impairment reserve shall be
reversed and included in current profit or loss, butl the reversed asset book value shall not
exceed the book value of the asset on the date of reversal assuming that the impairment reserve
is not accrued.

Government subsidies
4.30.1 Type of government subsidies
Government subsidies are monetary assets and non-monetary assets frecly obtained by
the Company from the government. They are divided into government subsidies related
to assets and government subsidies related to income.
(1} Asset-related government subsidies refer to government subsidies obtained by
the Company for forming long-term assets by acquisition, construction or other
manners.

(2)  Government subsidics related to income refer to government subsidies other
than those related to assets.

4.30.2 Measurement and derecognition of government subsidies
Government grants are recognized when the Group is eligible for the conditions for
government subsidies and can receive them,

Government grants in the form of monetary assets are measured at the amount received
or receivable. Among them, if there is convincing evidence that the subsidies are
allocated according to a fixed quota standard, it can be measured at the amount
receivable, otherwise it shall be measured at the amount actually received. The
government grants offered in the form of non-monetary assets are measured at fair
value or at the nominal value of RMB 1 if the fair value cannot be reliably obtained.
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Government subsidies related to assets shall be used to offset the book value of relevant
asscis or recognized as deferred income. Where such subsidies are recognized as the
deferred income, they will be included in current profit or loss in accordance with the
reasonable and systematic methods within useful lives of related assets (where such
subsidies are related to the daily activities of the Company, they will be included in
other income; where such subsidies are not related to the daily activities of the
Company, they will be included in non-operating incone);

Government subsidies relating to income used to compensate for relevant costs or
losses which will oceur in the {ollowing period in the Company shall be recognized as
deferred income, and, during the period when relevant costs or losses are recognized,
be included in current profit or loss (where government subsidies relating to income are
relevant to routine activities of the Company, such subsidies shall be included in other
income; where government subsidies relating to income are irrelevant to routine
activitics of the Company, such subsidies shall be included in non-operating income) or
used to offset relevant costs or losses; government subsidies relating to income used to
compensate for relevant costs or losses incurred in the Company shall be included in
current profit or loss (where such subsidies are related to daily activities of the
Company, they will be included in other income; where such subsidies are related to the
daily activities of the Company. they will be included in non-operating income) or used
to offset relevant costs or losses.

The discounted interest of policy-based preferential loan obtained by the Company is

divided into two situations and subject to accounting treatment separately:

(1)  When the finance department appropriates the discounted interest to the loan
bank, then the loan hank provides the loans at the policy-based preferential
interest rate to the Company, the Company will take the bock-entry value at the
loan amount actually received, and relevant loan expenses are calculated based
on the principal of the loan and the policy-based preterantial interest rate.

{2}  Where the finance department directly appropriates the discount funds to the
Company. the Company will use the corresponding interest discount to offset
related borrowing costs.

4.30.3 Accounting treatment of repayment of government subsidies
For recognized povernment subsidies needing to be returned, if there are related
deferred incomes, the book value of such deferred incomes shall be offset and the
exceeding part should be included in current profit or loss; if there arc no related
deferred incomes, such government subsidies should be directly included in current
prafit or loss,

4.31 Deferred tax assels and deferred tax liabilitics
Deferred tax assets are recognized at deductible temporary differences 1o the extent that it shall
not exceed the taxable income probably obtained in future periods to be against the deductible
temporary difference.

Taxable temporary differences are recognized as deferred tax liabilities except in special
circumstances.

Special circumstances in which deferred tax assets or deferred tax liabilities shall not be
recognized include: the initial recognition of goodwill; other transactions or events excluding

business combinations, which affect neither accounting profits nor the taxable income (or
deductible losses) whan occurred.

Notes to the Financial Statements Page 44

F-80




SHANGHAI LAND (GROUP) CO., LTD.
NOTES TO THE UINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2020

4.32

It the Company has the legal right of netting and intends to scttle in net amount or to obtain
assels and discharge liabilities simultaneously, the current tax assets and current tax liabilitias
of the Company shall be presented based on the net amount after offset.

When the Company has the legal right for netting of current tax assets and current tax
liabilities and the tax assets and tax liabilities are related to the income tax levied on the same
taxpayer by the same fax administrative department or are related to different taxpayers but,
within each future periad of reversal of important tax assets and tax liabilities, the taxpayers
involved intend to scttle current tax assets and current tax liabilities or acquire assets and
liquidate liabilities at the same time, the Company's tax asscls and tax lizbilities shall be
presented at the net amount after the offset.

Leases

4.32.1 Classification of leasing business
The Company recognizes the lease where risks and compensation relevant 1o the
ownership of assets have been substantially transferred (no matter whether the said
ownership has been transferred finally) as the financing lease. and other leases other
than the financing lease as the operating lease,

4.32.2 Accounting treatment of operating lease

(1) The Company's rental expenses paid for leased assets shall, within the whole
lease term excluding the rent-free period. be amortized with the straight-line
methad and included in current expenses. Initial direct costs related to lease
transactions paid by the Company shall be included in the current expenses.
When assets lessor bears costs related to the lease borne by the Company. the
Company shall deduct the part of expenses from the total rents and amortize the
rents after deduction over the lease term and include them in current expenses.

(2)  The Company's rental expenses collected for leased assets shall, within the

whole lease term excluding the rent-free period, be amortized with the
straight-line method and recognized as the rental income. Initial direct costs
related to lease transactions paid by the Company shall be included in the
current expenses; if the amount is large, it shall be capitalized. and shall be
included in the current income by stages within the whole lease period on same
basis for recognition of lease income,
When the expenses related to the lease which shall be paid by the lessec arc
borne by the Company, such expenses shall be deducted from fotal lease income
by the Company, and residual lcase fees shall be amortized over the lease
period.

For the assets leased out under operating lease, they will be included into the relevant
iterns in the balance sheet according to the nature of the assets. For fixed assets leased
through operating lease, they shall be subject to the provision of deprecation according
to the depreciation policies on the similar fixed assets of the Company; other assets
leased through operation shall be amortized with the systematic and reasonable method.

4.32.3 Recognition criteria and accounting treatment of financing lease
(1}  The assets which meet the following one or several criteria shall be recognized
as a finance lease:
1) The ownership of the leased asset is transferred to the lessee upon the
expiration of lease term;

2) The lessee has the option to buy the Jeased asset on the date when the
option becomes exercisable at a lower price than the fair value of the
leased asset. Al the commencement of the lease it can be reasonably
determined that this option will be exercised.
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(2)

(3)

3) Even if the ownership of the asset is not transferred, the lease term covers
the majority of the leased asset's usable life;

4 The present value of the minimum payment by the lessee on the lease
commencement date is almost equal to the asset’s fair value; the present
value of the minimum receipt by the lessor on the lease commencement
date is almost equal to the asset's fair value.

5) The lcased asset is of such a special nature that only the lessee can use it
without making major modifications.

Assets acquired under financing leases: At the commencement of the lease term,
assets acquired under financing leases shall be recorded at the lower of their [air
values and the present values of the minimum lease payments, and the Company
shall recognize the long-term payables at amounts equal to the minimum lease
payments, and shall record the differences between book valuc of the lcased
asscls and the long-term payables as unrecognized finance charges. The
Company adopts the effective interest rate method for unrecognized financing
charges, which shall be amortized over the lease terms and included in financial
expenses. The Company records the initial direct expenses in the values of
leased assets.

Assets rented out under financing leases: On the lease beginning date, the
Cempany recognizes the difference between the sum of financing lease
receivable and the unguaranteed residual value, and the present value thereof as
unrealized financing income, and recognize the same as rental income over the
periods when rent is received in the future. For the Company's initial direct costs
associated with rental transactions, they will be included in the initial
measurement of the financing lecase reccivable, and set off the income
recognized during the lease term.

Fair value measurement
The Company measures the relevant assets and liabilities at fair value based on the following

assumptions:

(1

(3)

The market participants’ transaction of asset sale or liability transfer on the
measurement date are the orderly trading carried out under the current market
conditions;

The orderly trading for sale of assets or transfer of liabilitics is carried oul in the main
market of the relevant assets or liabilities. It no main market exists, it is assumed that
the transactions are conducted in the most advantageous markets for related asscts or
liabilities.

‘The Company adopts the assumption used for realizing its utmost cconomic benefit
when the market participants price the asset or liability.

The Company will, according to the nature of trading and characteristics of related assets and
liabilities, efc., recognizes the transaction price as the initially-recognized fair value.

Other refevant accounting standards require or permit the Company to initially measure related
assets or liabilities at fair value. Where trading price is not equal to fair value, the Company
will include relevant gains and losses info current profit or loss except otherwise specified by
other relevant accounting standards.
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4.34

When the Company measures non-financial assets at fair value, it shall consider a market
participant’s ability to generate economic benefit by using the asscl or by selling it to anather
market participant who will use the asset in its highest and best use.

When the Company uses the valuation techniques, it has considered the valuation techniques
that are applicable in the current situation and are supported by enough available data and
other information. The Company gives priority to the observable inputs when using valuation
techniques, and those unobservable inputs are used only under the circumstance when it is
impossible or unobservable inputs to obtain relevant observable inputs.

The input value used for measuring fair value is divided into three levels:
Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities
that the Company can access on the measurement date.

Level 2 inputs are inputs other than queted prices included within Level 1 that are observable
for the assct or liability, either directly or indirectly.

Level 3 inputs refer to unobservable inputs of relevant assets or liabilities.

The fair value measurement is categorized in its entirety in the same level of the fair value
hierarchy as the lowest level input thal is significant te the entire measurement.

Assel secnritization business

When applying the accounting policies of securitized financial assets, the Company has

considered the degree of risks and rewards transferred to other entities, along with the right of

contral exercised by the Company to such entities:

(1) When the Company has transferred substantially all of the risks and rewards related 1o
the ownership of a financial asset to the transferee, it shall derecognize the financial
asset;

(2}  When the Company has retained substantially all of the risks and rewards related fo the
ownership of a financial asset, it shall continue recognizing the financial asset;

(3} If the Company neither transfers nor retains substantially all of the risks and rewards
related to the ownership of a financial asset, it shall consider whether there is control
over the financial asset. I (he Company does not retain the right of control, it will
de-recognize such financial asset and recognize the rights and obligations arising [rom
or retained in the transfer as assets or liabilities. If retaining the right of control, the
Company will, in accordance with the continuous involvement in the financial asset,
recognize the asset and relevant liabilities accordingly.

Discontinued operations

Discontinued operations refer to the component meeting any of the following conditions that
can be separately distinguished and (hat has been dispesed by the Company or classified as
held for sale by the Company:

(1) The component represents a separate major business or a sole major business area;

(2)  The component is a part of the plan on intended disposal of an independent major
business or a sole major business area; or

(3)  The component is a subsidiary acquired only for re-sale.
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5. Notes to adjustments for changes in accounting policies and accounting estimates and
corrcction of accounting errors as well as other adjustments
51  Adjustments for changes in significant accounting policies
5.1.1 Implementation of the Accounting Standards for Business Enterprises No. 14 -
Revenue (Revised in 2017) (hereinafter referred to as the "New Revenue
Standards™).
The Ministry of [inance revised the Accounting Standards for Business Enterprises
No.14 —Revenue in 2017. The revised standard provides that upon the first-time
implementation of the standard, it is necessary to adjust the amount of retained earnings
and other related items in the financial statements at the beginning of the year based on
the cumulative effect number, without adjusting the information for comparzble
periods.

Subsidiaries China Enterprise Company Limited (hereinafter referred to as "China
Enterprise”) and Shanghai Yachua Pilkington Glass Group Co., Ltd. (hereinafter
referred to as "SYP") implement the New Revenue Standards from January 1, 2020.
According to the standard, the Company should adjust the amount of retained earnings
and other related items in the financial statements at the beginning of 2020 only for the
cumulative effect of contracts that have not been completed at the date of first-time
implementation, and no adjustment will be made to the comparative financial
statements.

The main effects of the implementation of the standard are as follows:

Contents of Amount of impac: on the balance as at January 1, 2020

u;d rt;scr::; io " | Exemination | Affected items i !

4 |u° ,ren $IOT ¢ and approval i in the financial - lidati i Including: China Including: SYP
c.ha.n-gesl ik process statements Consaiidanon : Enterprisc Lab ks
accounting ;

policies ¢ ... i S e e R

When Other current ! '

preparing the Jassets o 13,330.585.20 13,339,585.20 |

financial report Deferred tax :

for 2020 and assels 1.295 030 74 :‘_ " 1,295 030.74 ! —

each period, Advances ! i

the Company tfrom |

adjusts the CUstomers -8,957.501475.46 = -B.R65.865459.83 | -B7636.015.62

amourit of Taxes and T A eSS e :

undistributed surcharpes i

profits al the payable i 236.848.140.67 = 236,848,140.67 | N

begmning of Contract i |

the yearand : Approved at ! Jiabilities | 8334.665,764. 8,257 11176842 3

otherrelated | the 9th e PR S UL RRES =

itemsinthe  : meeting of ligbilitics 38598757024 375,0905550.74 | 10.082.019.50
financial | teshbon [ e B ek Ul

statemenls : of directars ﬁroﬁl 0.227505.0"

o of China PR 24 s 3 ik

cumulzbive l-nterprise

amount Compuny

affected by the Limited; | '

first Adopted at : i

implementation | the 18th i i

of the New meeting of

Revenue the Sth board

Standards, of directors

withoi:t of Shanghai

adjustine the Yaciua

information fur | Pilkinglon

the compurable | Gluss Group | Minority i :

period. Co.. L, couity 831931131 ¢ 3407 11053 |
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Compared with the original revenue standard, the impact of implementing the New
Revenue Standard on the relevant items in the financial statements for 2020 is as
follows (increase/(decrease)):

Affected Amount of impact on the balance as at December 31,2020
ba!a.nlce sheet Cotsolidicn 111L1|}‘1(_i1ng: Chma ncliding: SYP
Lo dems Enterprise
Advances
from
customers. -5,784,676,240.22 -5.684,388 434 87 | -100,287.805.35
Contract 5
liabilities | 5,667,308,296.91 | 5,576,812,566.01 90,195,730.90
Other current
liabilities | 117,367.943311 107,575,868.86 979207445
Conrtract
_assets .. 19,409,993.76 A I IB Lo
Accounts
_receivable -19.409,993.76 -19409.993.76
Other current
assets 24,563,050.10 24.563,050.10
ftemof | — Adjustment to amount ncurred in 2020 _
income
e Consolidation plHBlg=CAlng. Including: SYP
subiect Lo Enterprise
_adjustment | 1 e
Selling
_expenses | -11,223,464.90 -11,223,464.90 i
Income tax
eXPense 2.805,866.22 1 2,805,866.22
Net profit
attributable fo !
the parent '
company | 5.761,004.54 8,417.598.68
Minority f
interest 5
income 2.656,594.14 |

5.1.2 Implementation of the Interpretation on the Accounting Standards for Business

Enterprises No. 13

On December 10, 2019, the Ministry of Finance issucd the Interpretation on the

Accounting Standards for Business Enterprises No. 13 (CK [2019] No. 21, hereinafter

referred to as "Interpretation No. 13"). effective from January 1, 2020, without

requiring the retroactive adjustment.

(1)  Identification of related parties
Interpretation No.13 clarifies that the following circumstances constitute related
parties: joint ventures or associates of an enterprise and other members of the
enterprise group to which it belongs (including paremt companies and
subsidiaries); joint ventures of an enterprise and other joint ventures or
associates of an enterprise. In addition, the Interpretation No. 13 also clarifies
that one of the two or more parties subject to significant influence of the same
party do not constitute related parties, and adds that associates include associates
and their subsidiaries and joint ventures include joint veniures and their
subsidiaries.
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SHANGHAI LAND (GROUP) CO., LTD.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2020

35.1.3

5.2
5.2.1

Definition of business

The Interpretation No. 13 perfects the three elements of business composition,
refines the judgment conditions of the business composition, and simultancously
introduces the "concentration test" option to simplify the issues such as the
judgment of whether the portfolio obtained not under the same control
constitutes a business to a certain extent.

)

The Company has implemented Interpretation No. 13 since January 1, 2020
without any adjustment to the comparative financial statements, and the
implementation of Interpretation No. 13 has not had a significant impact on the
Company's financial position and results of operations.

Implementation of the Interim Provisions on Accounting Treatment of Carbon
Emissions Trading

On December 16, 2019, the Ministry of Finance issued the Interim Provisions on the
Accounting Treatment of Carbon Emissions Trading (CK [2019] No. 22), which is
applicable to related enterprises in key emission units that carry out carbon emission
trading business in accordance with the Interim Measures for the Administration of
Carbon Emissions Trading and other relevant regulations (hereinafter referred to as key
emission enterprises). The Provisions come into effect from January 1, 2020, and key
emission enterprises should adopt the prospective application to apply the Provisions.

The Company implements the Provisions from January 1, 2020, and the comparative
financial statements are not adjusted. Implementation of the Provisions has no
significant impact on the Company's financial status and operating results.

Changes in accounting estimates

Contents and reasons for changes in accounting estimates

The 25th party committee meeting of the Company in 2020 approved that: from
Jammary 1, 2020, the Company will unify the depreciation life of leased houses within
the Group, and uniformly adopt the straight-line methed for provision, with the
depreciation life subject to "50 years" or "remaining vears of property ownership
certificate” whichever is lower.

Influence of changes in accounting estimates on amounts in the current and future
period

| Amount affected
Holding |  Name of the . Amountin | by net profit
item affected item Aout in 2019 2020 at‘tributab?e to the
. parent company
Opcrating costs -
 depreciation costs | 375,333,495.08 | 167,980,138.44 «  207.353,356.64
General and :
administrative
expenses - '
Seven | depreciation costs 4,656,203.88 ! | 4,656,203 88
public = Amount of | |
rental ' amortization of
housing = deferred income 92,074,871.52 . 51,602,964.21 -40,471,907.31
Jizhai |
Road  Operating costs -
Club . depreciation costs 121,188.48 27,319.20 03,869.28
Total 472,185,758.96 | 219,610,421.85 171,631,522.49
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NOTES TO THE FINANCIAL STATEMENTS
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33 Correction of major previous errors _
The Company had no corrections of accounting errors required to be explained in 2020.
5.4  Adjustment of other matters

Construetion and Development Co., Ltd., Shanghai Honggiao 11ub Traffic Center (hereinafter
referred to as "Tralffic Center"), a subsidiary of Shanghai Shenhong Investment Development
Co., L.td., is the infrastructure unit of the Honggiao traffic hub project and is responsible for
the construction of the Honggiao traffic hub project. After the project is completed, and before
the property rights are not clear, it has been temporarily responsible for the trial operation of
Fonggiao traffic hub project as an agent, and temporarily includes the operating income and
costs incurred during the operation period in the items of current accounts.

Ir February 2020, the Secretariat of the General Office of the Shanghal Municipal Government

issued the Document (HFBM [2020] No. 001783) (hereinaller referred to as the "Reply"),

approving the Request for Instructions on Matters Relating to and Suggestions for the Asset

Ownership of Traffic Center of Honggiac Integrated Traftic Hub (HFGCI [2020] No. 3) led hy

the Municipal Development and Reform Commission, and clarifying that:

(1)  The property right of Honggiao ‘I'raffic Hub belonged to the Traffic Center, and the
project was defined as a public transportation infrastructure invested by enterprises for
public welfare;

RMB 8.685 bhillion of the project assets and RMB 747 million of interest obtained
outside the construction period confirmed by the Municipal Audit Bureau could be
included in the financial subsidies.

)

‘The subsequent investinent of RMB 319 million outside the budgetary estimate and the
difference in operating income and expenditure over the past years were borne by the
‘Traffic Center itself.

3)

According to the Reply, the Traffic Center transferred project assets of RMB 8.685 billion and
subsequent investment of RMB 319 million outside the budgetary estimate into fixed asscts
from the construction in progress, offset the financial subsidics with RMB 747 million of
interest obtained outside the construction period, and included the operating losses over the
years in the undistributed profit at the beginning of the year.

The Traffic Center made retrospective adjustments to the adjustment items, with the changes
in and impacts on the Company as follows:

Amount incurred

[tem ended December

retrospect hy the

as at December 31, |

31, 2019 before the |

2019/ for the year |

Amount incurred

as at December 31. |

2019/ for the vear
ended December
31, 2019 after the
retrospect by the

Traffic Center

' Combination

Adjustment

Adwvances to
suppliers
Construction

| NI 032,623,320

5 -1.857.117,362.46 |

Affected amount

incurred as at

December 31,
2019 / for the year
ended December

-1.857,117.362.46

inprogress | 12.776,194,018.72 L 6314764944 6314764944
Advances { I

from ! i

customers | 1,209.434,060.82 | 45,560,594.37 | -1,163,873,466.45 | -1,163,873,466.45
Undistributed .
profit 3{@,970_,77331:' -415,420,766.91 -756,391,545.45 -427,958,772.49
Minorily

_equity 328,432,772.96
Operating

income 140,246,281.58 274,840,132.83 134,593.871.253 134,593,871.25
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SHANGHAIL LAND (GROUP) CO, LTD.
NOTES TO THE FINANCIAL STATEMENTS
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Amountincurred  Amouunt incurred |
as at December 11, © asat December 31, |
2019/ for the vear = 2019/ for the year

i Combhination
i Affected amount
incurred as at

[tem ended December |  ended December Adjustment December 31,
| 31.2019before the . 31,2019 after the | - 2019/ for the year
i retrospect by the retrospect by the | ~ ended December
{____Traffic Center Traffic Center 31,2019
Operating i

eost 10252765970 | 249310,60561 14678303391 | 146,783,03391
Taxes and |
surcharges 22,720,241.25 26,496,490.95 | 3,776,249.70 _3,776,249.70
General and |
administrative |

oxpenses | 9181296328 | 10567351601 | 13860,552.73 | 13,860.552.73
Financial !

__expenses i -18,606,043.67 | -20,314,720.47 -1,708,676.80 =1,708,676.80
Other income i 320,899.69 | 1,616,303.89 | 129540420 ; _ 1,295.404.20
Undistributed | ! i
profitasat |
the beginning | I
oftheyear | -729,569.661.36 | -729,569,661.36 -412,781.210.90
Minarity | ;
interest !
income : | -11,644,322.50
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SHANGHAI LAND {GROUY) CO., LTD.
FORTHE YEAR ENDED DECEMBER 31, 2020
NOTES TO THE FINANCIAL STATEMENTS

0. Taxation

6.1  Major tax types and tax rates applicable to the Company

Tax type Tax rate | __ Tax basis

; ) Output'VAT is lated based on taxable sales
! . revenue and service revenue calculated in
i . accordance with tax laws, and VAT payable shall be

Value added tex | 3%, 5%, 6%, | the difference between the output VAT and input
(VAT) 9%, 13% | VAT deduetible in the same period.
Rental income and original value of houses and

Propertytaxes . 1.2%, 12% | buildings L

Enterprise incoma | 15%, 16.5%,
tax(Remark) | 20%and 25% | Taxsbleincome

Prepayment is made according to the received
Land appreciation | 1%, 2% and advance sale amount and sales volumc of the real
tax (Remark) | 45% | estate

'Acc:ording to the prescribed tax rate corresponding to

Land appreciation ; 30%, 40%, 50%., | the value-added amount obtained from the transfer of
tax (Remark) 60% | real estate

Remark: Please refer to Notes 9.3.1 and 9.3.2 for details.

6.2 Preferential tax burden and approvals

6.2.1

6.2.2

For the public rental housing project operated by the Company and its sub-subsidiary,
Shanghai llemin Real Lstate Co., Ltd., subordinate to its subsidiary, Shanghai
Shenhong Investment Development Co., Lid., and its sub-subsidiaries, Shanghai Land
Housing Security Co., Ltd., Shanghai Land Xinyue Real Estate Co., Ltd. and Shanghai
Yingcheng Real Estate Co., Ltd., subordinate to its subsidiary, Shanghal Land Housing
Development Co., Litd, according to the Announcement of the State Taxation
Administration ([2019] No. 61) issued by the Ministry of Finance and the State
Taxation Adrinistration on April 15, 2019:
(1)  The land used during the construction of public rental housing and land
occupied after the completion of public rental housing were exempted from the
land use tax;

(2} The public rental housing operation and management units were exempted from
the stamp duty involved in the construction and management of public rental

housing;

(3)  The public rental housing was exempted from the house property tax; and the
rental income obtained from operating public rental housing was exempted from
the value-added tax (VATY);

According 1o the Announcement of the State Taxation Administration ([2021] No. 6)
issued by the Ministry of Finance and the State Taxation Administration on March 183,
2021, for those tax preferential policies stipulated in the Anmouncement of the Ministrv
of Finance and the State Taxation Administration ([2019] No. 61) that have expired,
their implementation pericds were extended to December 31, 2023.

Subsidiary Shanghai Tidal Flat Ecological Development Co., Ltd.:

(1)  According to the Document (HGSL [1995] No. 78), the sales revenuc achieved
by the subsidiary, Shanghai Land Agricultural Investment Development Co.,
Ltd., from selling self-produced agricultural products was exempted from the
VAT, with the tax exemption period from December 1, 2013 to December 31,
2020,

MNoles W the Finuneial $talements Page 59
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SHANGHAL LAND (GROUP) €O, LTD.
FOR'THE YEAR ENDED DECEMBER 31, 2020
NOTES TO THE FINANCIAL STATEMENTS

6.2.3

6.2.4

(2)  According to the Notice of the Result of Aforehand Filing of Preferential
Enterprise Income Tax (HSCSIM [Filing] [2014] No. 003) obtained on January
9, 2014, the taxable income achieved by the subsidiary, Shanghai Land
Agricuitural Investment Development Co., Ltd., from engaging in the crop and
seedling planting and agrotechnology extension business was exempted from the
enterprise income tax since December 2013; the taxable income achicved from
engaging in tidal flat aquaculture and flower planting business was subject 1o
enterprise income tax at half reduced rale;

(3)  According to the Document (HDSFB [2009] Wo. 00002) issued by the Tax
Office of the State Taxation Bureau of Fengxian District, Shanghai in March
2009, the subsidiary, Shanghai Land Gardens Development Co., Ltd., was
exempted from the VAT for the sales of the self-produced and self-marketing
primary agricultural products - seedlings from February 1, 2009 to Julv 6, 2016,
and renewed the application for exemption from the VAT for the sales of
sell-produced and self-marketing primary agricultural products - seedling on
July 12, 2016, with the tax exemption period from July 1, 2016 to June 30, 2019.
On June 4, 2019, the filing of the VAT exemption for self-produced agricultural
products was renewed, with the tax exemption period-from July 1, 2019 to June
30, 2022.

Shanghai Xinhong Ecological Agriculture Co., Ltd., a subsidiary of China Enterprise

Company Limited:

(1} According to the Provisions (1IGSL [1995] No. 78), the sale of self-produced
agricultural produets was exempted from the VAT for the period from November
1,2013 to December 31, 2020;

(2)  According to the Provisions (CSZ [1999] No. 198), the grain sold was exempted
from the VAT for the period from April 1, 2017 to December 31, 2020;

(3)  According to the Provisions (CS [2011] No. 137), wholesale and sales of
vegetables were exempted from the VAT for the period from April 1, 2017 to
December 31, 2020;

(4}  According to the Provisions (CS [2012] Ne. 75), the wholesale and sales of
some fresh meat and egg products were exempted from the VAT for the period

from April 1, 2017 to December 31, 2020;

(3)  According to the Provisions (CS [2016] No. 36), the transfer of land use rights
to agricultural producers for agricultural production was exempted from the VAT
for the period from April 1, 2017 to December 31, 2020.

According to Paragraph 7 of Article 1 of Appendix 3 to the Notice of the Ministry of
Finance and the State Taxation Administration on Comprehensively Promoting the Pilot
Program of the Collection of Value-added Tax in Lieu of Business Tax (CS [2016] No.
36), Shanghai Yueyang Traditional Chinese Medicine Clinic subordinate to Shanghai
Land Pension Indusuy Investment Co., Ltd., a subsidiary of the Company, was
exempted from the VAT for the provision of medical services. Since November 2019,
matters filed for the VAT preferences were handled by the methods of "making
independent judgment, declaring for enjoyment, retaining the relevant materials for
future reference and submitting specific items attached with the information”, and the
taxpaver no longer needed to file for the VAT preferences separately.
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SHANGHAL LAND (GROUP) CO., ETD.
FORTHE YEAR ENDED DECEMBER 31, 2020
NOQTES TO THE FINANCIAL STATEMENTS

6.2.5

6.2.6

6.2.7

6.2.8

Shanghai Chinda Webtech Co., Ltd. subordinate to the subsidiary Shanghai House Real
Estate Sponsion Co., Ltd., and Shanghai White Butterfly Pipe Technology Co., Ltd.,
Shanghai SYP Engineering Glass Co., Ltd., Tianjin SYP Engineering Glass Co., Ltd.,
Jiangmen SYP Enginecring Glass Co,, Ltd., Shanghai SYP Kanggiao Auto Glass Co.,
Ltd., Wuhan SYP Kangqiao Auto Glass Co., Ltd., Jiangsu Huadong SYP Glass Co.,
Lid.. Yizheng SYP Auto Glass Co., Ltd., and Shanghai Bright Intelligent Curtain Wall
Co., Ltd. subordinate to the subsidiary Shanghai Building Materials (Group) Co., Lid.
are hi-fech enlerprises, to which the preferential enterprise income tax rate of 15% is
applicable in accordance with the relevant provisions of the Income Tax Law of the
Peaople's Republic of China.

Chongqing SYP Lngineering Glass Co., Ltd. subordinate to the subsidiary Shanghai
Building Materials (Group) Co., Ltd. enjoys a preferential tax rate of 15% in
accordance with the preferential income tax policy for the Great Western Development,

Glasslink Limited and Hong Kong Haijian Co., Ltd. subordinate to the subsidiary
Shanghai Building Materials (Group) Co., Ltd. pay the profits tax at 16.5% in
accordance with the provisions of the tax law of Hong Kong.

The enterprise income tax of Shanghai Online Real Lstate Information Co.. l.id.
subordinate to the subsidiary Shanghai House Real Estate Sponsion Co., Ltd. is subject
to the verification collection, and the taxable income rate in 2020 is verified at 10%.

According to the provisions of the Notice of the Ministry of Finance and the State
Taxation Administration on Implementing the Policy on Inclusive Tax Reliefs for Small
and Micro Enterprises (CS [2019] No. 13), some of the Company's subsidiaries are
excmpled from the VAT for small-scale VAT taxpavers with the monthly sales volume
of less than RMB 100,000 (inclusive). For the part of the annual taxable income less
than RMB 1 million of a small low-profit enterprise, it shall be included in the taxable
income at a reduced rate of 25%, and the corresponding enterprise income tax shall be
paid at the tax rate of 20%; for the part of annual taxable income more than RMB |
million but less than RMB 3 million, it shall be included in the taxable income at a
reduced rale of 50%. and the corresponding enterprise income tax shall be paid at the
tax rate of 20%. The implementation period is from January 1, 2019 to December 31,
2021.

According to the Notice of the Ministty of Finance and the State Taxation
Administration on Extending Exemption Scope of Relevant Governmental Funds (CS
[2016] No. 12), for some of the Company's subsidiaries, the exemption scope of
educational surcharges, local educational surcharges and water conservancy
construction funds was extended from the current payment obligors whose monthly
taxable sale or turnover is no more than RMB 30,000 (RMB 90,000 for quarterly
taxable sale or tumover) to those whose monlhly taxable sale or turnover is no more
than RMB 100,000 (RMDB 300,000 for quarterly taxable sale or turnover) since
February 1. 2016.
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