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To the Shareholders of Neway Valve (Suzhou) Company Limited,

Opinion

We have audited the financial statements of Neway Valve (Suzhou) Company Limited.
(hereafter referred to as “the Company”), which comprises the statement of financial
position as at 31 December 2023, the statement of profit or loss and other

comprehensive income, the statement of cash flows, the statement of changes in equity

for the year then ended, and the notes to the financial statements.

In our opinion, the accompanying the Company’s financial statements present fairly, in
all material respects, the company’s financial position as at 31 December 2023, and of
their financial performance and cash flows for the year then ended in accordance with
Accounting Standards for Business Enterprises. I,;-';I

Basis for Opinion A/ Y

We conducted our audit in accordance with Chinese Standards m@%;CSAs) Our
responsibilities under those standards are further described in the ' Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the Code of Ethics for Professional
Accountants of the Chinese Institute of Certified Public Accountants, and we have
fulfilled our other ethical responsibilities. We believe that the audit evidence we

obtained is sufficient and appropriate to provide a basis for our opinion.
Emphasis of matter-Basis of Preparation

Users of the financial statements are reminded to Note II to the financial statements’
notes as to the basis of preparation. The contents of this paragraph do not affect the

audit opinion issued.

Responsibilities of Management and Those Charged with Governance for the



Financial Statements

Management of the Company is responsible for the preparation and fair presentation of
the financial statements in accordance with Accounting Standards of Business
Enterprises, and for the design, implementation and maintenance of such internal
control as management determines is necessary to enable the preparation of financial

statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or have no

realistic alternative but to do so.

Those charged with governance are responsible for-ayerseeing the Company’s financial

"

reporting process. /

[

[ |

{
Auditor’s Responsibilities for the Audit of thﬂ,jg@f:ial Statements

' & .
Our Objectives are to obtain reasonable assurance abouw the financial

statements as a whole are free from material misstatement, whether due to %raud Or error,
and to issue an auditor’s report that includes our opinion. Reasonable assurance is a
high level of assurance, but is not a guarantee that an audit conducted in accordance
with CSAs will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate,

they could reasonably be expected to influence the economic decisions of users taken on

the basis of these financial statements.

As part of an audit in accordance with CSAs, we exercise professional judgment and

maintain professional skepticism throughout the audit. We also:

i) Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to

those risks, and obtain audit evidence that is sufficient and appropriate to provide a



iii)

basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of

internal control.

Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose

of expressing an opinion on the effectiveness of the internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. Hq%i@fe\./er, future events.or conditions

may cause the Company to cease to continue as 4 going coficern!

dtial statetﬁents,

Evaluate the overall presentation, structure and content o

and whether the financial statements represent the underlying transactions and

events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters,

the planned scope and timing of the audit and significant audit findings, including any

significant deficiencies in internal control that we identify during our audit.
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Statement of Financial Position

31 December 2023
Prepared by : Neway Valve {Suzhon) Company Limited Ligiv: Dollar  Currency: USD
Assets Note 2023-12-31 2022-12-31 Liabilities and owners' equity Note 2023-12-31 2022-12-31
Current assets: Current liabilities
Cash and cash equivalents 5.1 136.409.380.23 80.697.546.06| Short-term bormwiﬂgs 5.17 88.423.093.59 96,689,595.65)
Financial assets held-for-trading 52 25459.324.09 -] Financial liabilities held-for-trading - .
Derivative financial assets - -| Derivative financial liabilities - 1
Notes receivable 53 11,724,722 .39 22,049,708.80] Notes payable 5.18 109.912,629.56 72,689,552,93]
Accounts receivable 54 244 778.009.35 229.758.729.48] Accounts payable 5.19 169,836.480.11 165,366,173.48]
Accounts receivable financing 5.5 7.474.652.35 4.520,045.65| Advances from customers - .
Advances to supy 5.6 4.941.979.50 4.690.550.51] Contract liabilities 5.20 23,199,734.68 28.485,545.99
Other receivables 5.7 58,202 358.46 41,694,027.56| Employee benefits payable 521 11,113,244.71 9,230,560.92|
Including: Interests receivable - ~| Taxes payable 5.22 4,146 538.18 4,550,428.52
Dividend receivable - -| Other payvables 523 63,389,835.84 30,157,768.79
Inventories 5.8 221,780,330.37 205,874,673.16]  Including: Interests pavables - §
Contract assets 5.9 19,139,045.33 17,016,062.86 Dividend pavables E -|
Assets classified as held for sale - ~| Liabilities classified as held for sale - 4
Non-current assets maturing within one I _| Non-current liabilities maturing within 524 70,361,898.24 43.105.251.32
year one vear
Other current assets 5.10 4,043 656.86 264.750.49] Other current liabilities 525 12,784 ,726.62 25.103.804.57
Total current assets 733.953.458.93 606.566,094.57 Total current liabilities 553,168,181,53 475,378,682.17]
Non-current assets: Non-current liabilities:
Debt investments - - Long-term borrowinizs - E
Other debt investments - -| Bonds pavable g
Lonp-term receivables - -y Including: Preference share -
Long-terin equity investments 5.11 254.821,591.62 253,227.397.15 Perpetual debt -
Other eyuity instrunent investment - -| Lease liabilities -
Other non-current financial assets - ~| Long-term puyables - Dy
Investment properties . «| Long-term emplovee benefits payubl B J B @
Fixed assets 5.12 53,690.941.83 45,115.005.13| Estimated liabilities - | | g
Construction in prouress 5.13 432.763.12 129.855.81] Deferred income 5.26 1,736,331.72 1,979,228 %5
Productive biolopical assets - | Deferred tax liabilities -
Oil and pas assets - -| Other non-current liabilities - |
Rijht-of-use assets . .| Total non-current liabilities 1,736,331.72 1,979,203
Intanyible assets 5.14 5.723,682.7% 6,019,914.00 Total liabilities 554,904,513.25 477,357,965.50)
Development costs - -1 Owners’ equity
Goodwill - -| Share capital 5.27 112,669,422 .43 111.09 I‘B Lk
Long-term deferred expenses - -] Other equity instruments - | B
Deferred tax assets 5.15 11,815 606.80 10,745.484.00]  Including: Prefe shares - | w
Other non-current assets 5.16 1,570.043.61 2.784.941.13 Perpetual debt - j g
Total non-current assets 328,054,629.77 318,022,597.22| Capital reserves 5.28 139,109,057.04 125,(#8,675.17)
Less: Treasury stock 5.29 11,563,700.07 -
Other ive i 5.30 -24,104,585.15 -20.037,166.42
Special reserves 5.31 544,076.53 304291.5
Surplus reserves 5,32 57,738.517.21 57,738.517.21
Retained camings 5.33 232,710,787.46 172,504,571.33
Total owners’ equity 507,103,575.45 447,230,726.29
Total agsets 1,062 008,088.70 924.588,691.79] Toial liabilities and owners' equity 1,062,008,088.70] 924.588.691.79
Legal Representative: Chief Financial Officer: Finance Manager: _2,
B = 0
%®e =
= ’ g’




Comprehensive Income
For the year ended 31 December

Prepared bv : Newm Valve |Suzhouw) Compant Limited

Ttem Note
L Revenue 534 649,281 ,481.66
Less: Costs of sales 5.34 464,177,085.22 363,550t .84
Taxes and surcharges 5.35 3,296,473.90 2,971,383.15
Selling and distribution expenses 536 36,939,445.99 35,051,309.83
General and Administrative Expenses 537 12,545,503.87 10,508,912.11
Research and development expenses 538 20,784,334.24 21,656,170.97
Finance costs 5.39 -5,805,007.40 -10,643,879.70
Including: Interest expense 4,369,403.88 2,702,534.88
Interest income 5,931,989.53 2,076,807.58
Add: Other income 5.40 3,696,965.29 1,172,786.69
Investment losses 5.41 -11,045,491.21 -152,363.98]
Including: Investment income from associates and joint ventures 1
Gains /(losses) from derecognition of financial assets measured at i
amortised cost
Income /(losses) from net exposure hedging - -
Gains from changes in fair values 542 335.729.32 g
Credit impairment losses 543 -5,231,047.37 -2,570,948.89
Asset impairment gains /(losses) 5.44 2,530,541.67 -4,444.939.38
Gains/(losses) from disposal of assets 545 -45625.13 103,510.71
1. Profit/(loss) from operations 107,584,718.41 75,584,236.39
Add: Non-operating income 5.46 3,369,162.70 269,200.74
Less: Non-operating expenses 5.47 23,988.20 112,681.79
I Profit/(loss) before tax 110,929,892,91 75,740,755.34
Less: Income tax expenses 5.48 12,650,297.98 9,678,407.27
IV. Net profit/(loss) for the year 98,279,594.93 66,062,348.07
‘Net profit/(loss) from continuing operation 98,279,594.93 66,062,348.07|
Net profit/{loss) from discontinued operation
V. Other comprehensive income for the year, after tax -4,067,418.73 -17,433,312.88|
(i) Other comprehensive income that will not be reclassified
M&mlv to profit or lo§s - 1
or(;:’)SSOther comprehensive income to be reclassified subsequently to profit 4,067.418.73 -17.433.312.88
1. Exchange differences on translating foreign operations -4,067,418.73 -17,433.312.88
VIL Total comprehensive mcome for the year 94,212,176.20 48,629,035.19|
Legal Representative: Chief Financial _Finance Manager: _\’ =
[#% R EA &
EPE EpEE &
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Statement of Cash Flows
For the year ended 31 December 2023

Prepared bv : Newav Valve (Suzhou) Company Limited

Ttems Note 202?\
L Cash flows from operating activities
Cash received from the sale of goods and the rendering o:f services 592,240,832.27 482,091,
Cash received from tax refund 25,940,911.43 15,061,816.03
Other cash recetved relating to operating activities ' 34,038,325.77| 29,582,567.9
Subtotal of cash inflows from operating activities 652,220,069.47 526,735,488.53
Cash payments for goods purchased and services received 411,672,909.69 344,156,652.99
Cash payments to and on behalf of employees 60,870.404.47 60,878,401 .41
Payments for taxes 23.165,966.92 16,769,432.4 §
Other cash payments relating to operating activities 58,912,129.41 34,356,223.02
Subtotal of cash outflows from operating activities 554,621,410.49 456,160,709.8%
Net cash flows from operating activities 97,598,658.98| 70,574,778.7
IL Cash flows from investing activities
Cash received from disposal and redemption of investments 40,833,179.09 79,008,125.69
Cash received from returns on investments 1,885,717.26] 3,610,950.7(%
1(',,,]::;:2:;ived from disposals of fixed assets, intangible assets and other 174.918.26 274.256.43
Net cash received from disposals of subsidiaries and other business units - E
Other cash received relating to investing activities -
Subtotal of cash inflows from investing activities 42,893,814.61 82,893,332.82
Cash payments to acquire fixed, intangible and other long-term assets 8,336,119.67| 7,406,371.004
Cash payments to acquire investments 66,745,447 .56/ 82,533.897.03
Net cash payments to acquire subsidiaries and other business units
Other cash payments relating to investing activities 6,192,605.04) 1
[ Subtotal of cash outflows from investing activities 81,274,172.27] 89.940.268.03
Net cash flews from investing activities -38,380,357.66 ~7,046,935.21
IIL Cash flows from financing activities
Cash received from capital contributions - b
Cash received from borrowings 167,723,991.63 158,240,429.07%
Other cash received relating to financing activities 27,546,381.90) 1,724,086.2 §
Subtotal of cash inflows from financing activities 195,270,373.53 159,964,515.3()
Cash repayments of debts 138,774,791.06} 133,309,991 .44
Cash payments for dividends, distribution of profit and interest expenses 42,626.819.02 30,414,269.2]
Other cash payments relating to financing activities 13,269,359.45 23,462,564 .84
Subtotal of cash outflows from financing activities 194,670,969.53] 187,186,825 .5(}
Net cash flows from financing activities 599,404.00| -27,222,310.le
IV. Effect of foreign exchange rate changes on cash and cash equivalents ~4,104,800>68] -2,319,875.1
V. Netincrease / (decrease) in cash and cash equivalents 55,712,%04.64 33,985,658.13
Plus: Cash and cash equivalents at the beginning of the period 80,696,473 .46 46,710,815.33
VI, Cash and cash cquivalents at the end of the period 136,469,378.1 80,696,473.4

Legal Representative:

L
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Neway Valve (Suzhou) Company Limited Notes to the financial statements

Neway Valve (Suzhou) Company Limited
Notes to the Financial Statements
For the year ended 31 December 2023
(All amounts are expressed in United States Dollars(“USD”’)unless otherwise

stated)

1. BASIC INFORMATION ABOUT THE COMPANY L\
1.1 Corporate Information a0 J,_.

Neway Valve (Suzhou) Company Limited ("the Company") was founded on Novel;;g.e‘l? ~/
14, 2002. The Unified Social Credit Code of the Company’s business license is No.
91320500743905732G. Its scope of business: Design and manufacturing industrial
valves (including petroleum, chemical and gas in low power pneumatic valve) and
pipeline control facilities, sales produced products and provides relevant after-sale
service, the processing of valve series products and parts.

The China Securities Regulatory Commission approved the Company's initial public
offering of new shares, no more than 50,000,000 shares, and public offering of existing
shares, no more than 70,000,000 shares, by the document No. [2014]1653 CSRC
approve, on Approval of Neway Valve (Suzhou) Company Limited’s initial public
offering, on December 30, 2013. The Company has issued 50,000,000 shares, and
Neway Group Co., Ltd, World Time (H.K) Limited, and Dafeng Daton Machinery Co.,
Ltd, which are the original shareholders of the Company, have sold 21,574,000 shares,
10,626,000 shares, 300,000 shares respectively in a public offering, total of 32,500,000
shares by the end of January 14, 2014. The above issued common stock, total of
82,500,000 shares, listed at Shanghai Stock Exchange on January 17, 2014.

The company held the twentieth meeting of the fourth Board of Directors on August
27, 2021, and held the second extraordinary general meeting of shareholders in 2021
on September 17, 2021. 938,000 shares were cancelled. As of December 31, 2021, the
total number of shares of the company will be changed from 750 million shares to
749.062 million shares, and the registered capital of the company will be
correspondingly changed from RMB 750 million to RMB 749.062 million.

The company held the fifth meeting of the fifth Board of Directors and the seventh
meeting of the fifth Supervisory Board on September 28, 2023. They deliberated and
approved the proposal "Regarding the Initial Grant of Restricted Stocks to Participants
of the 2023 Restricted Stock Incentive Plan" granting 116 employees 11,326,587
restricted stocks at a price of RMB 7.33 per share. As of December 31, 2023, the total
number of company shares increased from 749.062 million to 760.389 million shares.
The registered capital of the company remains unchanged at RMB 749.062 million.

2. BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS
2.1 Basis of Preparation

Based on going concern, according to actually occurred transactions and events, the

6



Neway Valve (Suzhou) Company Limited Notes to the financial statements

Company prepares its financial statements, excluding consolidated financial statements,
in accordance with the Accounting Standards for Business Enterprises — Basic
standards and concrete accounting standards (excluding Accounting Standard for
Business Enterprises No. 33 - Consolidated Financial Statements), Accounting
Standards for Business Enterprises — Application Guidelines, Accounting Standards for
Business Enterprises — Interpretations and other relevant provisions (collectively
known as “Accounting Standards for Business Enterpri issued by Ministry of
Finance of PRC”). o~

—

o
o -

2.2 Going Concern
¥

The Company has assessed its ability to continually opera;c‘é:"f()'f"‘ the—ji}i;gg twelve months
from the end of the reporting period, and no any matters that may result in doubt Q;l_i_té
ability as a going concern were noted. Therefore, it is reasonable for the Company to
prepare financial statements on the going concern basis.

3. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES

The following significant accounting policies and accounting estimates of the Company
are formulated in accordance with the Accounting Standards for Business Enterprises.
Businesses not mentioned are complied with relevant accounting policies of the
Accounting Standards for Business Enterprises.

3.1 Statement of Compliance with the Accounting Standards for Business
Enterprises as Described in Note 2

Except for the exclusion of consolidated financial statements, the Company prepares
its financial statements in accordance with the requirements of the Accounting
Standards for Business Enterprises, truly and completely reflecting the Company’s
financial position as at 31 December 2023, and its operating results, changes in
shareholders' equity, cash flows and other related information for the year then ended.

3.2 Accounting Period

The accounting year of the Company is from 1 January to 31 December in calendar
year.

3.3 Operating Cycle

The normal operating cycle of the Company is twelve months.

3.4 Functional Currency

The Company takes Renminbi Yuan (“RMB”) as the functional currency.

The Company’s overseas subsidiaries choose the currency of the primary economic
environment in which the subsidiaries operate as the functional currency.

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

3.5 Cash and Cash Equivalents
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Cash comprises cash on hand and deposits that can be readily withdrawn on demand.
Cash equivalents include short-term (generally within three months of maturity at
acquisition), highly liquid investments that are readily convertible into known amounts
of cash and which are subject to an insignificant risk of changes in value.

3.6 Foreign Currency Transactions and Translation of F,?‘reign Currency
Financial Statements

(a) Determination of the exchange rate for foreign currgncy tran}sypctlons

At the time of initial recognition of a foreign currency transactiom; amouint ii-the |
foreign currency shall be translated into the amount in the functional cu‘;r%é’ﬁay’auhgﬂ
spot exchange rate of the transaction date, or at an exchange rate which is determined
through a systematic and reasonable method and is approximate to the spot exchange
rate of the transaction date (hereinafter referred to as the approximate exchange rate).

(b) Translation of monetary items denominated in foreign currency on the balance
sheet date

The foreign currency monetary items shall be translated at the spot exchange rate on
the balance sheet date. The balance of exchange arising from the difference between
the spot exchange rate on the balance sheet date and the spot exchange rate at the time
of initial recognition or prior to the balance sheet date shall be recorded into the profits
and losses at the current period. The foreign currency non-monetary items measured at
the historical cost shall still be translated at the spot exchange rate on the transaction
date; for the foreign currency non-monetary items restated to a fair value measurement,
shall be translated into the at the spot exchange rate at the date when the fair value was
determined, the difference between the restated functional currency amount and the
original functional currency amount shall be recorded into the profits and losses at the
current period.

(¢) Translation of foreign currency financial statements

Before translating the financial statements of foreign operations, the accounting period
and accounting policy shall be adjusted so as to conform to the Company. The adjusted
foreign operation financial statements denominated in foreign currency (other than
functional currency) shall be translated in accordance with the following method:

(i) The asset and liability items in the statement of financial position shall be translated
at the spot exchange rates at the date of that statement of financial position. The owners’
equity items except undistributed profit shall be translated at the spot exchange rates
when they are incurred.

(ii) The income and expense items in the statement of profit and other comprehensive
income shall be translated at the spot exchange rates or approximate exchange rate at
the date of transaction.

(iii) Foreign currency cash flows and cash flows of foreign subsidiaries shall be
translated at the spot exchange rate or approximate exchange rate when the cash flows
are incurred. The effect of exchange rate changes on cash is presented separately in the
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statement of cash flows as an adjustment item.

(iv) The differences arising from the translation of foreign currency financial
statements shall be presented separately as “other comprehensive income” under the
owners’ equity items of the consolidated statement of financial position.

When disposing a foreign operation involving loss of control, the cumulative amount
of the exchange differences relating to that foreign operation recognised under other
comprehensive income in the statement of financial positioryﬁb;)ljﬂ be reclassified into

current profit or loss according to the proportion disposed. o

3.7 Financial Instruments e i
H %

. . . . . . . 1L, |

Financial instrument is any contract which gives rise to bo #naﬂcml assetjofiohe |

-M— A

entity and a financial liability or equity instrument of another entity. i
(a) Recognition and derecognition of financial instrument

A financial asset or a financial liability should be recognised in the statement of
financial position when, and only when, an entity becomes party to the contractual
provisions of the instrument.

A financial asset can only be derecognised when meets one of the following conditions:
(i) The rights to the contractual cash flows from a financial asset expire

(i) The financial asset has been transferred and meets one of the following
derecognition conditions:

Financial liabilities (or part thereof) are derecognised only when the liability is
extinguished—i.e., when the obligation specified in the contract is discharged or
cancelled or expires. An exchange of the Company (borrower) and lender of debt
instruments that carry significantly different terms or a substantial modification of the
terms of an existing liability are both accounted for as an extinguishment of the original
financial liability and the recognition of a new financial liability.

Purchase or sale of financial assets in a regular-way shall be recognised and
derecognised using trade date accounting. A regular-way purchase or sale of financial
assets is a transaction under a contract whose terms require delivery of the asset within
the time frame established generally by regulations or convention in the market place
concerned. Trade date is the date at which the entity commits itself to purchase or sell
an asset.

(b) Classification and measurement of financial assets

At initial recognition, the Company classified its financial asset based on both the
business model for managing the financial asset and the contractual cash flow
characteristics of the financial asset: financial asset at amortised cost, financial asset at
fair value through profit or loss (FVTPL) and financial asset at fair value through other
comprehensive income (FVTOCI). Reclassification of financial assets is permitted if,
and only if, the objective of the entity’s business model for managing those financial
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assets changes. In this circumstance, all affected financial assets shall be reclassified on
the first day of the first reporting period after the changes in business model; otherwise
the financial assets cannot be reclassified after initial recognition.

Financial assets shall be measured at initial recognition at fair value. For financial assets
measured at FVTPL, transaction costs are recognised in current profit or loss. For
financial assets not measured at FVTPL, transaction costs should be included in the
initial measurement. Notes receivable or accounts receivable that arise from sales of
goods or rendering of services are initially measured at the transaction price defined in
the accounting standard of revenue where the transaction dges net.include a significant
financing component. [/ —S—

y
L

Subsequent measurement of financial assets will be base@ their categories:
f

(i) Financial asset at amortised cost —— /
The financial asset at amortised cost category of classification appliesm

following conditions are met: the financial asset is held within the business model
whose objective is to hold financial assets in order to collect contractual cash flows,
and the contractual term of the financial asset gives rise on specified dates to cash flows
that are solely payment of principal and interest on the principal amount outstanding.
These financial assets are subsequently measured at amortised cost by adopting the
effective interest rate method. Any gain or loss arising from derecognition according to
the amortization under effective interest rate method or impairment are recognised in
current profit or loss.

(ii) Financial asset at fair value through other comprehensive income (FVTOCI)

The financial asset at FVTOCI category of classification applies when both the
following conditions are met: the financial asset is held within the business model
whose objective is achieved by both collecting contractual cash flows and selling
financial assets, and the contractual term of the financial asset gives rise on specified
dates to cash flows that are solely payment of principle and interest on the principal
amount outstanding. All changes in fair value are recognised in other comprehensive
income except for gain or loss arising from impairment or exchange differences, which
should be recognised in current profit or loss. At derecognition, cumulative gain or loss
previously recognised under OCI is reclassified to current profit or loss. However,
interest income calculated based on the effective interest rate is included in current
profit or loss.

The Company make an irrevocable decision to designate part of non-trading equity
instrument investments as measured through FVTOCI. All changes in fair value are
recognised in other comprehensive income except for dividend income recognised in
current profit or loss. At derecognition, cumulative gain or loss are reclassified to
retained earnings.

(iii) Financial asset at fair value through profit or loss (FVTPL)
Financial asset except for above mentioned financial asset at amortised cost or financial
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asset at fair value through other comprehensive income (FVTOCI), should be classified
as financial asset at fair value through profit or loss (FVTPL). These financial assets
should be subsequently measured at fair value. All the changes in fair value are included
in current profit or loss.

(¢) Classification and measurement of financial liabilities

The Company classified the financial liabilities as financial liabilities at fair value
through profit or loss (FVTPL), loan commitments at a below-market interest rate and
financial guarantee contracts and financial asset at amortised cost.

Subsequent measurement of financial assets will be based on the blassification:

(i) Financial liabilities at fair value through profit or loss (F i PL)

Held-for-trading financial liabilities (including derivatives th'm&ﬁjgg] liabilities)
and financial liabilities designated at FVTPL are classified as financial lfz?ﬁfﬁ&es.ﬂﬁ;;
FVTP. After initial recognition, any gain or loss (including interest expense) are
recognised in current profit or loss except for those hedge accounting is applied. For
financial liability that is designated as at FVTPL, changes in the fair value of the
financial liability that is attributable to changes in the own credit risk of the issuer shall
be presented in other comprehensive income. At derecognition, cumulative gain or loss
previously recognised under OCI is reclassified to retained earnings.

(ii) Loan commitments and financial guarantee contracts

Loan commitment is a commitment by the Company to provide a loan to customer
under specified contract terms. The provision of impairment losses of loan
commitments shall be recognised based on expected credit losses model.

Financial guarantee contract is a contract that requires the Company to make specified
payments to reimburse the holder for a loss it incurs because a specified debtor fails to
make payment when due in accordance with the original or modified terms of a debt
instrument. Financial guarantee contracts liability shall be subsequently measured at
the higher of: The amount of the loss allowance recognised according to the impairment
principles of financial instruments; and the amount initially recognised less the
cumulative amount of income recognised in accordance with the revenue principles.

(iii) Financial liabilities at amortised cost

After initial recognition, the Company measured other financial liabilities at amortised
cost using the effective interest method.

Except for special situation, financial liabilities and equity instrument should be
classified in accordance with the following principles:

(i) If the Company has no unconditional right to avoid delivering cash or another
financial instrument to fulfill a contractual obligation, this contractual obligation meet
the definition of financial liabilities. Some financial instruments do not comprise terms
and conditions related to obligations of delivering cash or another financial instrument
explicitly, they may include contractual obligation indirectly through other terms and

11
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conditions.

(i) If a financial instrument must or may be settled in the Company's own equity
instruments, it should be considered that the Company’s own equity instruments are
alternatives of cash or another financial instrument, or to entitle the holder of the equity
instruments to sharing the remaining rights over the net assets of the issuer. If the former
is the case, the instrument is a liability of the issuer; otherwise, it is an equity instrument
of the issuer. Under some circumstances, it is regulated in the contract that the financial
instrument must or may be settled in the Company's own equity instruments, where,
amount of contractual rights and obligations are calculated by multiplying the number
of the equity instruments to be available or delivered by its fair value upon settlement.
Such contracts shall be classified as financial liabilities, regardless that the amount of
contractual rights and liabilities is fixed, or fluctuate totally or partially with variables
other than market price of the entity’s own equity instruments fs as interest rate,
price of some kind of goods or some kind of financial instrumer

(d) Derivatives and embedded derivatives

L) _
! /]
At initial recognition, derivatives shall be measured at fair value at thedaté of derivative ;
contracts are signed and subsequently measured at fair value. The derivative wi J
positive fair value shall be recognized as an asset, and with a negative fair value shall

be recognised as a liability.

Gains or losses arising from the changes in fair value of derivatives shall be recognised
directly into current profit or loss except for the effective portion of cash flow hedges
which shall be recognised in other comprehensive income and reclassified into current
profit or loss when the hedged items affect profit or loss.

An embedded derivative is a component of a hybrid contract with a financial asset as a
host, the Company shall apply the requirements of financial asset classification to the
entire hybrid contract. If a host that is not a financial asset and the hybrid contract is not
measured at fair value with changes in fair value recognised in profit or loss, and the
economic characteristics and risks of the embedded derivative are not closely related to
the economic characteristics and risks of the host, and a separate instrument with the
same terms as the embedded derivative would meet the definition of a derivative, the
embedded derivative shall be separated from the hybrid instrument and accounted for
as a separate derivative instrument. If the Company is unable to measure the fair value
of the embedded derivative at the acquisition date or subsequently at the balance sheet
date, the entire hybrid contract is designated as financial assets or financial liabilities at
fair value through profit or loss.

(e) Impairment of financial instrument

The Company shall recognise a loss allowance based on expected credit losses on a
financial asset that is measured at amortised cost, a debt investment at fair value through
other comprehensive income, a contract asset, a lease receivable, a loan commitment
and a financial guarantee contract.

12
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(i) Measurement of expected credit losses

Expected credit losses are the weighted average of credit losses of the financial
instruments with the respective risks of a default occurring as the weights. Credit loss
is the difference between all contractual cash flows that are due to the Company in
accordance with the contract and all the cash flows that the Company expects to receive
(ie all cash shortfalls), discounted at the original effective interest rate or credit-
adjusted effective interest rate for purchased or originated credit-impaired financial
assets.

Lifetime expected credit losses are the expected credit losses that result from all
possible default events over the expected life of a financial instrument.

12-month expected credit losses are the portion of lifetime expe Gslnggt losses that

represent the expected credit losses that result from default 'T"l":"'_'.-l /fonsa. financial

instrument that are possible within the 12 months after the reportin Jdate’ (or/the
. HAY

and makes provisions for expected credit losses accordingly. A financial instrument o
which the credit risk has not significantly increased since initial recognition is at stage
1. The Company shall measure the loss allowance for that financial instrument at an
amount equal to 12-month expected credit losses. A financial instrument with a
significant increase in credit risk since initial recognition but is not considered to be
credit-impaired is at stage 2. The Company shall measure the loss allowance for that
financial instrument at an amount equal to the lifetime expected credit losses. A
financial instrument is considered to be credit-impaired as at the end of the reporting
period is at stage 3. The Company shall measure the loss allowance for that financial
instrument at an amount equal to the lifetime expected credit losses.

The Company may assume that the credit risk on a financial instrument has not
increased significantly since initial recognition if the financial instrument is determined
to have low credit risk at the reporting date and measure the loss allowance for that
financial instrument at an amount equal to 12-month expected credit losses.

For financial instrument at stage 1, stage 2 and those have low credit risk, the interest
revenue shall be calculated by applying the effective interest rate to the gross carrying
amount of a financial asset (ie, impairment loss not been deducted). For financial
instrument at stage 3, interest revenue shall be calculated by applying the effective
interest rate to the amortised cost after deducting of impairment loss.

For notes receivable, accounts receivable and accounts receivable financing, no matter
it contains a significant financing component or not, the Company shall measure the
loss allowance at an amount equal to the lifetime expected credit losses.

Receivables/Contract assets

For the notes receivable, accounts receivable, other receivables, accounts receivable
financing and long-term receivables which are demonstrated to be impaired by any

13
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objective evidence, or applicable for individual assessment, the Company shall
individually assess for impairment and recognise the loss allowance for expected credit
losses. If the Company determines that no objective evidence of impairment exists for
notes receivable, accounts receivable, other receivables, accounts receivable financing
and long-term receivables, or the expected credit loss of a single financial asset cannot
be assessed at reasonable cost, such notes receivable, accounts receivable, other
receivables, accounts receivable financing and long-term receivables shall be divided
into several groups with similar credit risk characteristics and collectively calculated
the expected credit loss. The determination basis of groups is as following:

Determination basis of notes receivable is as following:
Group 1: Commercial acceptance bills

Group 2: Bank acceptance bills /

..
For each group, the Company calculates expected credit losSes-ihirough /defaunit
exposure and the lifetime expected credit losses rate, taking reference toﬁrﬁimc#f'cfalh f
experience for credit losses and considering current condition and expectation for the

future economic situation.

Determination basis of accounts receivable is as following:
Group 1: Accounts receivables due from state-owned enterprises
Group 2: Accounts receivables due from overseas customers

For each group, the Company calculates expected credit losses through preparing an
aging analysis schedule with the lifetime expected credit losses rate, taking reference
to historical experience for credit losses and considering current condition and
expectation for the future economic situation.

Determination basis of other receivables is as following:

Group 1: Risk-free receivables, i.e. receivables from related parties for which there is
no evidence of uncollectability, deposits within the agreed guarantee period, standby
funds for active employees and receivables for which secured pledges or similar
guarantees have been obtained

Group 2: Receivables other than those of Group 1

For each group, the Company calculates expected credit losses through default
exposure and the 12-months or lifetime expected credit losses rate, taking reference to
historical experience for credit losses and considering current condition and expectation
for the future economic situation.

Determination basis of accounts receivable financing is as following:
Group 1: Bank acceptance bills

For each group, the Company calculates expected credit losses through default
exposure and the lifetime expected credit losses rate, taking reference to historical
experience for credit losses and considering current condition and expectation for the
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future economic situation.

Determination basis of contract assets is as following:

Group 1: Undue warranty

For each group, the Company calculates expected credit losses through default
exposure and the lifetime expected credit losses rate, taking reference to historical
experience for credit losses and considering current condition and expectation for the
future economic situation.

Debt investment and other debt investment

For debt investment and other debt investment, the Company shall calculate the
expected credit loss through the default exposure and the 12-month or lifetime expected

credit loss rate based on the nature of the investment, counterfar the type of risk
€XpOSUre. o
(ii) Low credit risk L’

If the financial instrument has a low risk of default, the borrower has-a strong/capagity
to meet its contractual cash flow obligations in the near term and adverse éhan'gtsu«iﬂ,}
economic and business conditions in the longer term may, but will not necessarily,
reduce the ability of the borrower to fulfill its contractual cash flow obligations.

(iii) Significant increase in credit risk

The Company shall assess whether the credit risk on a financial instrument has
increased significantly since initial recognition, using the change in the risk of a default
occurring over the expected life of the financial instrument, through the comparison of
the risk of a default occurring on the financial instrument as at the reporting date with
the risk of a default occurring on the financial instrument as at the date of initial
recognition.

To make that assessment, the Company shall consider reasonable and supportable
information, that is available without undue cost or effort, and that is indicative of

significant increases in credit risk since initial recognition, including forward-looking
information. The information considered by the Company are as following:

® Significant changes in internal price indicators of credit risk as a result of a
change in credit risk since inception

® Existing or forecast adverse change in the business, financial or economic
conditions of the borrower that results in a significant change in the borrower’s ability
to meet its debt obligations;

® An actual or expected significant change in the operating results of the
borrower; An actual or expected significant adverse change in the regulatory, economic,

or technological environment of the borrower;

® Significant changes in the value of the collateral supporting the obligation or
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in the quality of third-party guarantees or credit enhancements, which are expected to
reduce the borrower’s economic incentive to make scheduled contractual payments or
to otherwise influence the probability of a default occurring;

® Significant change that are expected to reduce the borrower’s economic
incentive to make scheduled contractual payments;

@® Expected changes in the loan documentation including an expected breach of
contract that may lead to covenant waivers or amendments, interest payment holidays,
interest rate step-ups, requiring additional collateral or guarantees, or other changes to
the contractual framework of the instrument; f

@ Significant changes in the expected performance and be?gvior of/the borrower;

® Contractual payments are more than 30 days past due. !

Depending on the nature of the financial instruments, the Company shall ass
the credit risk has increased significantly since initial recognition on an individua
financial instrument or a group of financial instruments. When assessed based on a
group of financial instruments, the Company can group financijal instruments on the
basis of shared credit risk characteristics, for example, past due information and credit
risk rating.

Generally, the Company shall determine the credit risk on a financial asset has increased
significantly since initial recognition when contractual payments are more than 30 days
past due. The Company can only rebut this presumption if the Company has reasonable
and supportable information that is available without undue cost or effort, that
demonstrates that the credit risk has not increased significantly since initial recognition
even though the contractual payments are more than 30 days past due.

(iv) Credit-impaired financial asset

The Company shall assess at each reporting date whether the credit impairment has
occurred for financial asset at amortised cost and debt investment at fair value through
other comprehensive income. A financial asset is credit-impaired when one or more
events that have a detrimental impact on the estimated future cash flows of that financial
asset have occurred. Evidences that a financial asset is credit-impaired include
observable data about the following events:

Significant financial difficulty of the issuer or the borrower; a breach of contract, such
as a default or past due event; the lender(s) of the borrower, for economic or contractual
reasons relating to the borrower’s financial difficulty, having granted to the borrower a
concession(s) that the lender(s) would not otherwise consider; it is becoming probable
that the borrower will enter bankruptcy or other financial reorganisation; the
disappearance of an active market for that financial asset because of financial
difficulties; the purchase or origination of a financial asset at a deep discount that
reflects the incurred credit losses.

(v) Presentation of impairment of expected credit loss
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In order to reflect the changes of credit risk of financial instrument since initial
recognition, the Company shall at each reporting date remeasure the expected credit
loss and recognise in profit or loss, as an impairment gain or loss, the amount of
expected credit losses addition (or reversal). For financial asset at amortised cost, the
loss allowance shall reduce the carrying amount of the financial asset in the statement
of financial position; for debt investment at fair value through other comprehensive
income, the loss allowance shall be recognised in other comprehensive income and shall
not reduce the carrying amount of the financial asset in the statement of financial
position. o
(vi) Write-off /

|

s

The Company shall directly reduce the gross carrying amount of Met when

the Company has no reasonable expectations of recovering the contractual cashm
a financial asset in its entirety or a portion thereof. Such write-off constitutes a
derecognition of the financial asset. This circumstance usually occurs when the
Company determines that the debtor has no assets or sources of income that could
generate sufficient cash flow to repay the write-off amount.

AN

Recovery of financial asset written off shall be recognised in profit or loss as reversal
of impairment loss.

(f) Transfer of financial assets
Transfer of financial assets refers to following two situations:
@ Transfers the contractual rights to receive the cash flows of the financial asset;

@ Transfers the entire or a part of a financial asset and retains the contractual rights
to receive the cash flows of the financial asset, but assumes a contractual obligation to
pay the cash flows to one or more recipients.

(i) Derecognition of transferred assets

If the Company transfers substantially all the risks and rewards of ownership of the
financial asset, or neither transfers nor retains substantially all the risks and rewards of
ownership of the financial asset but has not retained control of the financial asset, the
financial asset shall be derecognised.

Whether the Company has retained control of the transferred asset depends on the
transferee’s ability to sell the asset. If the transferee has the practical ability to sell the
asset in its entirety to an unrelated third party and is able to exercise that ability
unilaterally and without needing to impose additional restrictions on the transfer, the
Company has not retained control.

The Company judges whether the transfer of financial asset qualifies for derecognition
based on the substance of the transfer.

If the transfer of financial asset qualifies for derecognition in its entirety, the difference
between the following shall be recognised in profit or loss:
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® The carrying amount of transferred financial asset;

® The sum of consideration received and the part derecognised of the cumulative
changes in fair value previously recognised in other comprehensive income (The
financial assets involved in the transfer are classified as financial assets at fair value
through other comprehensive income in accordance with Article 18 of the Accounting
Standards for Business Enterprises - Recognition and Measurement of Financial
Instruments).

If the transferred asset is a part of a larger financial asset and the part transferred
qualifies for derecognition, the previous carrying amount of the larger financial asset
shall be allocated between the part that continues to be recognised (For this purpose, a
retained servicing asset shall be treated as a part that continues to be recognised) and
the part that is derecognised, based on the relative fair values of thesg parts on the date
of the transfer. The difference between following two amounts s'liall _i];)_,g:_rg;c"bgnised in
profit or loss: MLV s s iy

® The carrying amount (measured at the date of derecogniti
derecognised;

® The sum of the consideration received for the part derecognised and part
derecognised of the cumulative changes in fair value previously recognised in other
comprehensive income (The financial assets involved in the transfer are classified as
financial assets at fair value through other comprehensive income in accordance with
Article 18 of the Accounting Standards for Business Enterprises - Recognition and
Measurement of Financial Instruments).

(i1) Continuing involvement in transferred assets

If the Company neither transfers nor retains substantially all the risks and rewards of
ownership of a transferred asset, and retains control of the transferred asset, the
Company shall continue to recognise the transferred asset to the extent of its continuing
involvement and also recognise an associated liability.

The extent of the Company’s continuing involvement in the transferred asset is the
extent to which it is exposed to changes in the value of the transferred asset

(iii) Continue to recognise the transferred assets

If the Company retains substantially all the risks and rewards of ownership of the
transferred financial asset, the Company shall continue to recognise the transferred
asset in its entirety and the consideration received shall be recognised as a financial
liability.

The financial asset and the associated financial liability shall not be offset. In
subsequent accounting period, the Company shall continuously recognise any income
(gain) arising from the transferred asset and any expense (loss) incurred on the
associated liability.

(g) Offsetting financial assets and financial liabilities
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Financial assets and financial liabilities shall be presented separately in the statement
of financial position and shall not be offset. When meets the following conditions,
financial assets and financial liabilities shall be offset and the net amount presented in
the statement of financial position:

The Company currently has a legally enforceable right to set off the recognised amounts;
The Company intends either to settle on a net basis, or to realise the asset and settle the
liability simultaneously.

In accounting for a transfer of a financial asset that does not qualify for derecognition,
the Company shall not offset the transferred asset and the associated liability.

(h) Determination of fair value of financial instruments

Determination of fair value of financial assets and financial liapihities please refer to

Note 3.8. ! .,

3.8 Fair Value Measurement

i

Fair value refers to the price that would be received to sell an asset oF ’p’aiM:tia&sfer a /

liability in an orderly transaction between market participants at the measurement date. ™=

The Company determines fair value of the related assets and liabilities based on market
value in the principal market, or in the absence of a principal market, in the most
advantageous market price for the related asset or liability. The fair value of an asset or
a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic
best interest.

The principal market is the market in which transactions for an asset or liability take
place with the greatest volume and frequency. The most advantageous market is the
market which maximizes the value that could be received from selling the asset and
minimizes the value which is needed to be paid in order to transfer a liability,
considering the effect of transport costs and transaction costs both.

If the active market of the financial asset or financial liability exists, the Company shall
measure the fair value using the quoted price in the active market. If the active market
of the financial instrument is not available, the Company shall measure the fair value
using valuation techniques.

A fair value measurement of a non-financial asset takes into account a market
participant’s ability to generate economic benefits by using the asset in its highest and
best use or by selling it to another market participant that would use the asset in its
highest and best use.

@ Valuation techniques

The Company uses valuation techniques that are appropriate in the circumstances and
for which sufficient data are available to measure fair value, including the market
approach, the income approach and the cost approach. The Company shall use valuation
techniques consistent with one or more of those approaches to measure fair value. If
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multiple valuation techniques are used to measure fair value, the results shall be
evaluated considering the reasonableness of the range of values indicated by those
results. A fair value measurement is the point within that range that is most
representative of fair value in the circumstances.

When using the valuation technique, the Company shall give the priority to relevant
observable inputs. The unobservable inputs can only be used when relevant observable
inputs is not available or practically would not be obtained. Observable inputs refer to
the information which is available from market and reflects the assumptions that market
participants would use when pricing the asset or liability. Unobservable Inputs refer to
the information which is not available from market and it has to be developed using the
best information available in the circumstances from the ifl!}i that market
participants would use when pricing the asset or liability.

@ Fair value hierarchy
To Company establishes a fair value hierarchy that catego three fevelsithe |
inputs to valuation techniques used to measure fair value. The fair value hierarC nges’
the highest priority to Level 1 inputs and second to the Level 2 inputs and the lowest
priority to Level 3 inputs. Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity can access at the measurement
date. Level 2 inputs are inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly or indirectly. Level 3 inputs are
unobservable inputs for the asset or liability.

3.9 Inventories

(a) Classification of inventories

Inventories are finished goods or products held for sale in the ordinary course of
business, in the process of production for such sale, or in the form of materials or
supplies to be consumed in the production process or in the rendering of services,
including raw materials, work in progress, finished goods, goods in stock, turnover
material, etc.

(b) Measurement method of cost of inventories sold or used
When the inventory is issued, the cost will be calculated at the planned cost method.

The cost difference will be apportioned at the end of the month, and the planned cost
will be adjusted to the actual cost.

(c) Inventory system

The perpetual inventory system is adopted. The inventories should be counted at least
once a year, and surplus or losses of inventory stocktaking shall be included in current
profit and loss.

(d) Provision for impairment of inventory

Inventories are stated at the lower of cost and net realizable value. The excess of cost
over net realizable value of the inventories is recognised as provision for impairment
of inventory, and recognised in current profit or loss.
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Net realizable value of the inventory should be determined on the basis of reliable
evidence obtained, and factors such as purpose of holding the inventory and impact of
post balance sheet event shall be considered.

(i) In normal operation process, finished goods, products and materials for direct sale,
their net realizable values are determined at estimated selling prices less estimated
selling expenses and relevant taxes and surcharges; for inventories held to execute sales
contract or service contract, their net realizable values are calculated on the basis of
contract price. If the quantities of inventories specified in sales contracts are less than
the quantities held by the Company, the net realizable value of the excess portion of
inventories shall be based on general selling prices. Net realizabl¢ valg_l_,;ﬁf Thaterials_

y
i

held for sale shall be measured based on market price. }

¥

(ii) For materials in stock need to be processed, in the ordinary’.;i,;;g‘)bl‘lge;of production
and business, net realisable value is determined at the estimated selling price+ Wt g7
estimated costs of completion, the estimated selling expenses and relevant taxes. If the -
net realisable value of the finished products produced by such materials is higher than
the cost, the materials shall be measured at cost; if a decline in the price of materials
indicates that the cost of the finished products exceeds its net realisable value, the
materials are measured at net realisable value and differences shall be recognised at the
provision for impairment.

(iii) Provisions for inventory impairment are generally determined on an individual
basis. For inventories with large quantity and low unit price, the provisions for
inventory impairment are determined on a category basis.

(iv) If any factor rendering write-downs of the inventories has been eliminated at the
reporting date, the amounts written down are recovered and reversed to the extent of
the inventory impairment, which has been provided for. The reversal shall be included
in profit or loss.

(e) Amortisation method of low-value consumables
Package material: One-off writing off method is adopted.
3.10 Contract Assets and Contract Liabilities

The Company shall present contract assets or contract liabilities in the statement of
financial position, depending on the relationship between the Company’s satisfying a
performance obligation and the customer’s payment. A contract asset shall be presented
if the Company has the right to consideration in exchange for goods or services that the
Company has transferred to a customer when that right is conditioned on something
other than the passage of time. A contract liability shall be presented if the Company
has the obligation to transfer goods or services to a customer for which the Company
has received consideration (or the amount is due) from the customer.

Method of determination and accounting for expected credit loss for contract assets
please refer to Note 3.7.
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Contract assets and contract liabilities shall be presented separately in the statement of
financial position. The contract asset and contract liability for the same contract shall
be presented on a net basis. A net balance shall be listed in the item of "Contract assets"
or "Other non-current assets" according to its liquidity; a credit balance shall be listed
in the item of "Contract liabilities" or "Other non-current liabilities”" according to its
liquidity. Contract assets and contract liabilities for different contracts cannot be offset.

3.11 Contract costs
Contract costs include costs to fulfill a contract and the costs to obtain a contract.

The Company shall recognise an asset from the costs incurred to fulfill a contract only
if those costs meet all of the following criteria:

(i) the costs relate directly to a contract or to an anticipated contract, including: direct
labour, direct materials, manufacturing costs (or similar costs), costs that are explicitly
chargeable to the customer under the contract and other costy’ ﬂfafwrred only
because an entity entered into the contract; \ \

?’1 saiiﬁ /J(ﬁ:

(iii) the costs are expected to be recovered. | “‘\/

;\A

(ii) the costs enhance resources of the Company that will be%as
performance obligations in the future; and

The incremental costs of obtaining a contract shall be recognised as an asset if the
Company expects to recover them.

An asset related to contract costs shall be amortised on a systematic basis that is
consistent with the revenue recognition of the goods or services to which the asset
relates. The Company recognises the contract acquisition costs as an expense when
incurred if the amortisation period of the asset that the Company otherwise would have
recognised is one year or less.

The Company shall accrue the provision for impairment, recognise an impairment loss
in profit or loss to the extent that the carrying amount of an asset related to the contract
cost exceeds the difference of below two items, and further consider whether the
estimated liability related to the onerous contract needs to be accrued:

(Dthe remaining amount of consideration that the Company expects to receive in
exchange for the goods or services to which the asset relates; less

(ii)the costs that relate directly to providing those goods or services and that have not
been recognised as expenses.

The Company shall recognise in profit or loss a reversal of some or all of an impairment
loss previously recognised when the impairment conditions no longer exist or have
improved. The increased carrying amount of the asset shall not exceed the amount that
would have been determined (net of amortisation) if no impairment loss had been
recognised previously.

Providing that the costs to fulfil a contract satisfy the requirement to be recognised as
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an asset, the Company shall present them in the account “Inventory” if the contract has
an original expected duration of one year (or a normal operating cycle) or less, or in the
account “Other non-current assets” if the contract has an original expected duration of
more than one year (or a normal operating cycle).

Providing that the costs to obtain a contract satisfy the requirement to be recgonised as
an asset, the Company shall present them in the account “Other current asset” if the
contract has an original expected duration of one year (or a normal operating cycle) or
less, or in the account “Other non-current assets” if the contract has an original expected
duration of more than one year (or a normal operating cycle).

3.12 Long-term Equity Investments

Long-term equity investments refer to equity investments where an investor has control
of, or significant influence over, an investee, as well as equity_investments in joint
ventures. Associates of the Company are those entities over whlch th- Company has_
significant influence. [HREH i

._}-
'1d |

—

(a) Determination basis of joint control or significant 1nﬂuemce over/the mveste;}\j

Joint control is the relevant agreed sharing of control over an arrangement, and"t
arranged relevant activity must be decided under unanimous consent of the parties
sharing control. In assessing whether the Company has joint control of an arrangement,
the Company shall assess first whether all the parties, or a group of the parties, control
the arrangement. When all the parties, or a group of the parties, considered collectively,
are able to direct the activities of the arrangement, the parties control the arrangement
collectively. Then the Company shall assess whether decisions about the relevant
activities require the unanimous consent of the parties that collectively control the
arrangement. If two or more groups of the parties could control the arrangement
collectively, it shall not be assessed as have joint control of the arrangement. When
assessing the joint control, the protective rights are not considered.

Significant influence is the power to participate in the financial and operating policy
decisions of the investee but is not control or joint control of those policies. In
determination of significant influence over an investee, the Company should consider
not only the existing voting rights directly or indirectly held but also the effect of
potential voting rights held by the Company and other entities that could be currently
exercised or converted, including the effect of share warrants, share options and
convertible corporate bonds that issued by the investee and could be converted in
current period.

If the Company holds, directly or indirectly 20% or more but less than 50% of the voting
power of the investee, it is presumed that the Company has significant influence of the
investee, unless it can be clearly demonstrated that in such circumstance, the Company
cannot participate in the decision-making in the production and operating of the
investee.

(b) Determination of initial investment cost
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(1) Long-term equity investments generated in business combinations

For a business combination involving enterprises under common control, if the
Company makes payment in cash, transfers non-cash assets or bears liabilities as the
consideration for the business combination, the share of carrying amount of the owners’
equity of the acquiree in the consolidated financial statements of the ultimate
controlling party is recognised as the initial cost of the long-term equity investment on
the combination date. The difference between the initial investment cost and the
carrying amount of cash paid, non-cash assets transferred and liabilities assumed shall
be adjusted against the capital reserve; if capital reserve is not enough to be offset,
undistributed profit shall be offset in turn.

For a business combination involving enterprises under common control, if the
Company issues equity securities as the consideration for the business combination, the
share of carrying amount of the owners’ equity of the acquiree in the consolidated
financial statements of the ultimate controlling party is recognised as the initial cost of
the long-term equity investment on the combination date. The total par value of the
shares issued is recognised as the share capital. The difference between the initial
investment cost and the carrying amount of the total par value of the shares issued shall
be adjusted against the capital reserve; if capital reserve is ngt enough
undistributed profit shall be offset in turn. (/.

For business combination not under common control, the assetd paid;iabilities 1nﬂ::rred
or assumed and the fair value of equity securities issued to obtain the Contrel.af the

e

acquiree at the acquisition date shall be determined as the cost of the business
combination and recognised as the initial cost of the long-term equity investment. The
audit, legal, valuation and advisory fees, other intermediary fees, and other relevant
general administrative costs incurred for the business combination, shall be recognised
in profit or loss as incurred.

(i1) Long-term equity investments acquired not through the business combination, the
investment cost shall be determined based on the following requirements:

For long-term equity investments acquired by payments in cash, the initial cost is the
actually paid purchase cost, including the expenses, taxes and other necessary
expenditures directly related to the acquisition of long-term equity investments.

For long-term equity investments acquired through issuance of equity securities, the
initial cost is the fair value of the issued equity securities.

For the long-term equity investments obtained through exchange of non-monetary
assets, if the exchange 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 together with relevant taxes. Difference between fair value and
book value of the assets traded out is recorded in current profit or loss. If the exchange
of non-monetary assets does not meet the above criterion, the book value of the assets
traded out and relevant taxes are recognised as the initial investment cost.
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For long-term equity investment acquired through debt restructuring, the initial cost is
determined based on the fair value of the equity obtained and the difference between
initial investment cost and carrying amount of debts shall be recorded in current profit
or loss.

(c) Subsequent measurement and recognition of profit or loss

Long-term equity investment to an entity over which the Company has ability of control
shall be accounted for at cost method. Long-term equity investment to a joint venture
or an associate shall be accounted for at equity method.

(1) Cost method

For Long-term equity investment at cost method, cost of the long-term equity
investment shall be adjusted when additional amount is invested or a part of it is
withdrawn. The Company recognises its share of cash dividends or profits which have

been declared to distribute by the investee as current investmen neome, T ——

(i1) Equity method

If the initial cost of the investment is in excess of the share o ir vieffue Of thE net
identifiable assets in the investee at the date of investment, the difference sha
adjusted to the initial cost of long-term equity investment; if the initial cost of the
investment is in short of the share of the fair value of the net identifiable assets in the
investee at the date investment, the difference shall be included in the current profit or
loss and the initial cost of the long-term equity investment shall be adjusted accordingly.

The Company recognises the share of the investee’s net profits or losses, as well as its
share of the investee’s other comprehensive income, as investment income or losses
and other comprehensive income respectively, and adjusts the carrying amount of the
investment accordingly. The carrying amount of the investment shall be reduced by the
share of any profit or cash dividends declared to distribute by the investee. The
investor’s share of the investee’s owners’ equity changes, other than those arising from
the investee’s net profit or loss, other comprehensive income or profit distribution, shall
be recognised in the investor’s equity, and the carrying amount of the long-term equity
investment shall be adjusted accordingly. The Company recognises its share of the
investee’s net profits or losses after making appropriate adjustments of investee’s net
profit based on the fair values of the investee’s identifiable net assets at the investment
date. If the accounting policy and accounting period adopted by the investee is not in
consistency with the Company, the financial statements of the investee shall be adjusted
according to the Company’s accounting policies and accounting period, based on which,
investment income or loss and other comprehensive income, etc., shall be adjusted. The
unrealized profits or losses resulting from inter-company transactions between the
company and its associate or joint venture are eliminated in proportion to the company’s
equity interest in the investee, based on which investment income or losses shall be
recognised. Any losses resulting from inter-company transactions between the investor
and the investee, which belong to asset impairment, shall be recognised in full.
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Where the Company obtains the power of joint control or significant influence, but not
control, over the investee, due to additional investment or other reason, the relevant
long-term equity investment shall be accounted for by using the equity method, initial
cost of which shall be the fair value of the original investment plus the additional
investment. Where the original investment is classified as other equity investment,
difference between its fair value and the carrying value, in addition to the cumulative
changes in fair value previously recorded in other comprehensive income, shall be
recogised into retained earnings of the period of using equity method.

If the Company loses the joint control or significant influence of the investee for some
reasons such as disposal of equity investment, the retained interest shall be measured at
fair value and the difference between the carrying amount and the fair value at the date
of loss the joint control or significant influence shall be recognised in profit or loss.
When the Company discontinues the use of the equity method, the Company shall
account for all amounts previously recognised in other comprehensive income under
equity method in relation to that investment on the same basis as would have been
required if the investee had directly disposed of the related assets or liabilities.

(d) Impairment testing and provision for impairment loss

For investment in subsidiaries, associates or a joint ventures, pr 1
loss please refer to Note 3.16.

3.13 Fixed Assets

Fixed assets refer to the tangible assets with higher unit price held for the pusp
producing commodities, rendering services, renting or business management w1th ‘
useful lives exceeding one year.

(a) Recognition criteria of fixed assets

Fixed assets will only be recognised at the actual cost paid when obtaining as all the
following criteria are satisfied:

(i) It is probable that the economic benefits relating to the fixed assets will flow into the
Company;

(ii) The costs of the fixed assets can be measured reliably.

Subsequent expenditure for fixed assets shall be recorded in cost of fixed assets, if

recognition criteria of fixed assets are satisfied, otherwise the expenditure shall be
recorded in current profit or loss when incurred.

(b) Depreciation methods of fixed assets

The Company begins to depreciate the fixed asset from the next month after it is
available for intended use using the straight-line-method. The estimated useful life and
annual depreciation rates which are determined according to the categories, estimated
economic useful lives and estimated net residual rates of fixed assets are listed as
followings:
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Catego Depreciation  Estimated useful | Residualrates | de re‘z;z‘:)ﬂ rates
gory method life (year) (%) P )
g . straight-line-
Plzit & buildings | method ) 20 B 10 | 4.5
. straight-line-
Machinery - " method 10 0-10 1 10-9
Motor vehicles straight-line- 4-5 0-10 | 25-18
o | method O
Electronic equipment, straight-line- '
equipment and furniture method 35 0-10 | 33.33-18

For the fixed assets with impairment provided, the impairment provision should be
excluded from the cost when calculating depreciation.

At the end of reporting period, the Company shall review the useful life, estimated net
residual value and depreciation method of the fixed assets. Estimated useful life of the
fixed assets shall be adjusted if it is changed compared to the original estimation.

3.14 Construction in Progress -

(a) Classification of construction in progress

Construction in progress is measured on an individual projgct basis. , , ~f

(b) Recognition criteria and timing of transfer from constr m;%{u_ln pM
T

fixed assets

The initial book values of the fixed assets are stated at total expenditures incurred before
they are ready for their intended use, including construction costs, original price of
machinery equipment, other necessary expenses incurred to bring the construction in
progress to get ready for its intended use and borrowing costs of the specific loan for
the construction or the proportion of the general loan used for the constructions incurred
before they are ready for their intended use. The construction in progress shall be
transferred to fixed asset when the installation or construction is ready for the intended
use. For construction in progress that has been ready for their intended use but relevant
budgets for the completion of projects have not been completed, the estimated values
of project budgets, prices, or actual costs should be included in the costs of relevant
fixed assets, and depreciation should be provided according to relevant policies of the
Company when the fixed assets are ready for intended use. After the completion of
budgets needed for the completion of projects, the estimated values should be
substituted by actual costs, but depreciation already provided is not adjusted.

3.15 Intangible Assets

(a) Measurement method of intangible assets

Intangible assets are recognised at actual cost at acquisition.

(b) The useful life and amortisation of intangible assets

(i) The estimated useful lives of the intangible assets with finite useful lives are as

follows:
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Category Estimated useful life Basis
Land use right 50 years Legal life
The service life is determined by reference to
Software 5-10 years the period that can bring economic benefits to
- tthe Company
The service life is determined by reference to
Patent right 10 years the period that can bring economic benefits to
o B the Company -
The service life is determined by reference to
Trademark 10 years the period that can bring economic benefits to
- | ‘the Company
The service life is determined by reference to
Others | 0.5-6 years the period that can bring economic benefits to
| the Company

For intangible assets with finite useful life, the estimated useful life and amortisation
method are reviewed annually at the end of each reporting period and adjusted when
necessary. No change has incurred in current year in the est?matﬂw?iqilife and
amortisation method upon review. ——

(ii) Amortisation of the intangible assets

For intangible assets with finite useful lives, their useful lives
upon their acquisition and systematically amortised on a straight-line basis [uft
production method] over the useful life. The amortisation amount shall be recognised
into current profit or loss according to the beneficial items. The amount to be amortised
is cost deducting residual value. For intangible assets which has impaired, the
cumulative impairment provision shall be deducted as well. The residual value of an
intangible asset with a finite useful life shall be assumed to be zero unless: there is a
commitment by a third party to purchase the asset at the end of its useful life; or there
is an active market for the asset and residual value can be determined by reference to
that market; and it is probable that such a market will exist at the end of the asset’s
useful life.

(c) Criteria of classifying expenditures on internal research and development
projects into research phase and development phase

Preparation activities related to materials and other relevant aspects undertaken by the
Company for the purpose of further development shall be treated as research phase.

Expenditures incurred during the research phase of internal research and development
projects shall be recognised in profit or loss when incurred.

Development activities after the research phase of the Company shall be treated as
development phase.

3.16 Impairment of Long-Term Assets

Impairment loss of long-term equity investment in subsidiaries, associates and joint
ventures, investment properties, fixed assets, constructions in progress and intangible
assets subsequently measured at cost (excluding inventories, investment properties
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measured at fair value, deferred tax assets, financial assets), shall be determined
according to following method:

The Company shall assess at the end of each reporting period whether there is any
indication that an asset may be impaired. If any such indication exists, the Company
shall estimate the recoverable amount of the asset and test for impairment. Irrespective
of whether there is any indication of impairment, the Company shall test for impairment
of goodwill acquired in a business combination, intangible assets with an indefinite
useful life or intangible assets not yet available for use annually.

The recoverable amounts of the long-term assets are the higher of their fair values less
costs to dispose and the present values of the estimated future cash flows of the long-
term assets. The Company estimate the recoverable amounts on an individual basis. If
it is difficult to estimate the recoverable amount of the individual asset, the Company
estimates the recoverable amount of the groups of assets that the individual asset
belongs to. Identification of a group of asset is based on whether the cash inflows from
it are largely independent of the cash inflows from other assets or groups of assets.

If, and only if, the recoverable amount of an asset or a group of assets is less than its
carrying amount, the carrying amount of the asset shall be reduced to its recoverable
amount and the provision for impairment loss shall be recognised accordingly.

When test for impairment, if there is an indication that relevant group of assets or
combination of asset groups may be impaired, impairment testing for group of assets
or combination of asset groups excluding goodwill shall be conducted first, and the
recoverable amount shall be then calculated and the impairment loss shall be recognised
accordingly. Then the group of assets or combination of asset groups including
goodwill shall be tested for impairment, by comparing the carrying amount with its
recoverable amount. If the recoverable amount is less than the carrying amount, the
Company shall recognise the impairment loss. -

The mentioned impairment loss will not be reversed in sutis
once it had been recognised.

3.17 Long-term Deferred Expenses

Long-term deferred expenses are various expenses already incurred, which shall be
amortised over current and subsequent periods with the amortisation period exceeding
one year.

Long-term deferred expenses are recorded at the actual cost, and evenly amortised over
the beneficial period. For long-term deferred expense that cannot bring benefit in future
period, the Company recognized its amortised cost in profit or loss for the current period.

3.18 Employee Benefits

Employee benefits refer to all forms of consideration or compensation given by the
Company in exchange for service rendered by employees or for the termination of
employment relationship. Employee benefits include short-term employee benefits,
post-employment benefits, termination benefits and other long-term employee benefits.
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Benefits provided to an employee's spouse, children, dependents, family members of
decreased employees, or other beneficiaries are also employee benefits.

According to liquidity, employee benefits are presented in the statement of financial
position as “Employee benefits payable” and “Long-term employee benefits payable”.

(a) Short-term employee benefits

(i) Employee basic salary (salary, bonus, allowance, subsidy)

The Company recognises, in the accounting period in which an employee provides
service, actually occurred short-term employee benefits as a liability, with a
corresponding charge to current profit except for those recognised as capital
expenditure based on the requirement of accounting standards.

(i1)) Employee welfare
The Company shall recognise the employee welfare based on actual amount when

incurred into current profit or loss or related capital expenditure. Employee welfare
shall be measured at fair value as it is a non-monetary benefits.

(iii) Social insurance such as medical insurance, work injury insurance and maternity
insurance, housing funds, labor union fund and employee education fund

Payments made by the Company of social insurance for employees, such as medical
insurance, work injury insurance and maternity insurance, payments of housing funds,
and labor union fund and employee education fund accrued in accordance with relevant
requirements, in the accounting period in which employees provide services, is
calculated according to required accrual bases and accrual ratio in determining the
amount of employee benefits and the related liabilities, which shall be recognised in
current profit or loss or the cost of relevant asset.

(iv) Short-term paid absences

The company shall recognise the related employee benefits fis g A
paid absences when the employees render service that in easé

when the absences actually occurred.
(v) Short-term profit-sharing plan

The Company shall recognise the related employee benefits payable under a profit-
sharing plan when all of the following conditions are satisfied:

® The Company has a present legal or constructive obligation to make such
payments as a result of past events; and

& A reliable estimate of the amounts of employee benefits obligation arising
from the profit- sharing plan can be made.

(b) Post-employment benefits
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Defined contribution plans

The Company shall recognise, in the accounting period in which an employee provides
service, the contribution payable to a defined contribution plan as a liability, with a
corresponding charge to the current profit or loss or the cost of a relevant asset.

When contributions to a defined contribution plan are not expected to be settled wholly
before twelve months after the end of the annual reporting period in which the
employees render the related service, they shall be discounted using relevant discount
rate (market yields at the end of the reporting period on high quality corporate bonds in
active market or government bonds with the currency and term which shall be
consistent with the currency and estimated term of the defined contribution obligations)
to measure employee benefits payable.

(¢) Termination benefits

The Company providing termination benefits to employees shall recognise an employee
benefits liability for termination benefits, with a corresponding charge to the profit or
loss of the reporting period, at the earlier of the following dates:

(i) When the Company cannot unilaterally withdraw the offer of termination benefits
because of an employment termination plan or a curtailment proposal.

(ii) When the Company recognises costs or expenses related to a restructuring that
involves the payment of termination benefits.

If the termination benefits are not expected to be settled wholly before twelve months
after the end of the annual reporting period, the Company shall discount the termination
benefits using relevant discount rate (market yields at the end of the reporting period
on high quality corporate bonds in active market or gove bonds with the currency
and term which shall be consistent with the currency and/¢stimated [ edefined
benefit obligations) to measure the employee benefits.

3.19 Estimated Liabilities
(a) Recognition criteria of estimated liabilities

The Company recognises the estimated liabilities when obligations related to
contingencies satisfy all the following conditions:

(i) That obligation is a current obligation of the Company;

(ii) It is likely to cause any economic benefit to flow out of the Company as a result of
performance of the obligation; and

(iii) The amount of the obligation can be measured reliably.
(b) Measurement method of estimated liabilities

The estimated liabilities of the Company are initially measured at the best estimate of
expenses required for the performance of relevant present obligations. The Company,
when determining the best estimate, has had a comprehensive consideration of risks
with respect to contingencies, uncertainties and the time value of money. The carrying
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amount of the estimated liabilities shall be reviewed at the end of every reporting period.
If conclusive evidences indicate that the carrying amount fails to be the best estimate
of the estimated liabilities, the carrying amount shall be adjusted based on the updated
best estimate.

3.20 Share-based Payments

(a) Classification of share-based payments

Share-based payments of the Company are equity-settled share-based payments.
(b) Determining fair value of equity instruments

The fair value of shares granted to the employees can be determined by reference to the
quotations in the active market, adjusted in accordance with the terms and conditions
granted (excluding vesting conditions other than market conditions).

(c) Basis of best estimate of equity instruments expected to vest

Every balance sheet date during the vesting period, the Company makes best estimate
according to the most updated number of employees that are eligible to exercise their
options and revises the number of equity instruments expected to vest in order to make
the best estimate of equity instruments expected to vest.

(d) Accounting for implementation of share-based payment programs

L
(i) For equity-settled share-based payment transaction é%mw%ﬂ)ﬁ sived,

if the equity instrument granted vest immediately, the mp$y @ll recognise relu"
costs or expenses at the fair value of the equity instrum Jja‘té.‘and he
corresponding increase in capital reserve.

Equity-settled share-based payment

(ii) If the equity instrument do not vest until services during the vesting period are
completed or performance conditions are satisfied , at the end of each reporting period
during the vesting period, the Company shall recognise relevant costs or expenses and
the corresponding increase in capital reserve for services received in the reporting
period at the fair value of the equity instruments at grant date, based on the best
available estimate of the number of equity instruments expected to vest.

(e) Accounting for modification of share-based payment programs

When the Company modifies terms and conditions of the share-based payment program,
if the modification increases the fair value of the equity instruments granted, the
increased amount should be recognised for service received accordingly; if the quantity
granted of the equity instruments is increased, the increased amount should be
recgonised for service received accordingly as well. If the modification reduces the total
fair value of the share-based payment arrangement, or the terms are changed in such a
way that the arrangement is no longer for the benefit of the employee, the entity is still
required to account for the services received as consideration for the equity instruments
granted as if that modification had not occurred unless a part or all of the equity
instruments are cancelled.
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(f) Accounting for termination of share-based payment programs

If a grant of equity instruments is cancelled or settled during the vesting period (other
than a grant cancelled by forfeiture when the vesting conditions are not satisfied), the
Company shall:

(i) Account for the cancellation or settlement as an acceleration of vesting, and therefore
recognise immediately the amount that otherwise would have been recognised for
services received over the remainder of the vesting period.

(ii)Account for any payment made to the employee on the cancellation or settlement of
the grant as the repurchase of an equity interest, and recognize any excess of the
payment over the fair value of the equity instruments measured at the repurchase date
as an expense.

If the Company repurchases vested equity instruments, the payment made to the
employee shall be accounted for as a deduction from equity, and recognize any excess
of the payment over the fair value of the equity instruments measured at the repurchase
date shall be recognised in current profit or loss.

3.21 Revenue

(a) General Principle

ordinary activities of the Company when those inflows result in cgeases in
shareholders’ equity, other than increases relating to contributions from shareholders.

The Company shall recognise revenue when it satisfies a performance obligation in the
contract as the customer obtains control of a good or service. Control of a good or
service refers to the ability to direct the use of, and obtain substantially all of the
remaining economic benefits from, the good or service.

When the contract has two or more obligation performances, the Company shall
allocate the transaction price to each performance obligation in proportion to a relative
stand-alone selling price at contract inception of the promised good or service
underlying each performance obligation in the contract and recognize revenue based on
the transaction price allocated to each performance obligation.

The transaction price is the amount of consideration to which the Company expects to
be entitled in exchange for transferring promised goods or services to a customer,
excluding amounts collected on behalf of third parties. When determining the
transaction price of the contract, if the contract includes a variable consideration, the
Company shall determine the best estimate of the variable consideration based on the
expected value or the most likely amount and include in the transaction price only to
the extent that it is highly probable that a significant reversal in the amount of
cumulative revenue recognised will not occur when the uncertainty associated with the
variable consideration is subsequently resolved. If the contract contains a significant
financing component, the Company shall determine the transaction price at an amount
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that reflects the price that a customer would have paid for the promised goods or
services if the customer had paid cash for those goods or services when (or as) they
transfer to the customer. The difference between the transaction price and the promised
consideration shall be amortised using the effective interest method within the contract
period. The Company need not consider the effects of a significant financing
component if the period between when the Company transfers control of a good or
service to a customer and when the customer pays for that good or service will be one
year or less.

The Company satisfies a performance obligation over time, if one of the following
criteria is met; otherwise a performance obligation is satisfied at a point in time:

(i) the customer simultaneously receives and consumes the benefits provided by the
Company’s performance as the Company performs;

(ii) the Company’s performance creates or enhances an asset (for example, work in
progress) that the customer controls as the asset is created or enhanced;

(iii) the Company’s performance does not create an asset with an alternative use to the
Company and the Company has an enforceable right to payment for performance
completed to date.

For each performance obligation satisfied over time, the Company shall recognise
revenue over time by measuring the progress towards complete satisfaction of that
performance obligation, unless those progress cannot be reasonably measured. The
Company measures the progress of a performance obligation for the service rendered
using input methods (or output methods). In some circumstances, the Company cannot
be able to reasonably measure the progress of a performance obligation, but the
Company expects to recover the costs incurred in satisfying the performance obligation.
In those circumstances, the Company shall recognise revenye-enly.to. the extent of the
costs incurred until such time that it can reasonably me,asure theprogress, of the

performance obligation. | s 4

The Company shall recognise revenue at the point in Whic}ﬁl%&agfogi@atains control |
of a promised good or service if a performance obligation is satisfied at a Iicv)ri‘rﬁbfﬁ?i‘?ne.ﬁf
To determine the point in time at which a customer obtains control of a promised good
or service, the Company shall consider indicators of the transfer of control, which
include, but are not limited to, the followings:

(i) The Company has a present right to payment for the good or service — a customer is
presently obliged to pay for the good or service;

(ii) The Company has transferred legal title of an asset to a customer - the customer has
legal title to the asset;

(iii) The Company has transferred physical possession of an asset to a customer - the
customer has physical possession of the asset;

(iv) The Company has transferred the significant risks and rewards of ownership of the
asset to a customer - the customer has the significant risks and rewards of ownership of
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the asset;

(v) The customer has accepted the asset.

(b) Specific Method

Revenue recognition methods of the Company are as follows:
(i) Contract of sales of goods

According to the contract of sales of goods between the Company and the customer,
the Company satisfies a performance obligation by transferring the goods to the
customer, which is a performance obligation satisfied at a point in time.

Revenue from domestic sales of goods can only be recognised when the following
conditions are satisfied: the Company has transferred the promised goods to the
customer according to the contract and the customer has accepted the goods; the
payment has been received or the receipt voucher has been obtained and it is highly
probable that the economic benefits associated will flow into the Company; the
significant risks and rewards of ownership of the asset has been transferred; legal title
of the asset has been transferred.

Revenue from overseas sales of goods can only be recognised when the following
conditions are satisfied: the Company has declared the product at the customs according
to the contract and obtained the bill of lading; the payment has been received or the
receipt voucher has been obtained and it is highly probable that the economic benefits
associated will flow into the Company; the significant risks and rewards of ownership
of the asset has been transferred; legal title of the asset has: been transferred.

J - -

(i1) Contract of rendering services /

¥
y

According to the service contract between the Company and the | pustmnel . the
Company satisfies the performance obligations of tecT‘nmal bervwes and rental of
premises. As the customer simultaneously receives and consumes the: begeﬁts provlded
by the Company’s performance as the Company performs, the Company shabl.freat it
as a performance obligation satisfied over time and recognise revenue on a straight-line
basis throughout the performance period.

3.22 Government Grants

(a) Recognition of government grants

A government grant shall not be recgonised until there is reasonable assurance that:
(i) The Company will comply with the conditions attaching to them; and

(ii) The grants will be received.

(b) Measurement of government grants

Monetary grants from the government shall be measured at amount received or
receivable, and non-monetary grants from the government shall be measured at their
fair value or at a nominal value of RMB 1.00 when reliable fair value is not available.
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(c) Accounting for government grants
(1) Government grants related to assets

Government grants pertinent to assets mean the government grants that are obtained by
the Company used for purchase or construction, or forming the long-term assets by
other ways. Government grants pertinent to assets shall be recognised as deferred
income, and should be recognised in profit or loss on a systematic basis over the useful
lives of the relevant assets. Grants measured at their nominal value shall be directly
recognised in profit or loss of the period when the grants are received. When the
relevant assets are sold, transferred, written off or damaged before the assets are
terminated, the remaining deferred income shall be transferred into profit or loss of the
period of disposing relevant assets.

(i1) Government grants related to income

Government grants other than related to assets are classified as government grants
related to income. Government grants related to income are accounted for in accordance
with the following principles:

If the government grants related to income are used to compensate the enterprise’s
relevant expenses or losses in future periods, such government grants shall be
recognised as deferred income and included into profit or loss (or write down related
expenses) in the same period as the relevant expenses or losses are recognised;

If the government grants related to income are used to compensate the enterprise’s
relevant expenses or losses incurred, such government grants are directly recognised
into current profit or loss (or write down related expenses).

For government grants comprised of part related to assets as well as part related to
income, each part is accounted for separately; if it is difficult to identify different part,

the government grants are accounted for as government ?&/‘ a ingcome as a
——.
& ﬁ%ﬁ%%gﬁéﬁb il
Government grants related to daily operation activities a rec@iﬁ igtother in é’
(or write down related expenses) in accordance with the nature Of-the- iti \anﬁ

government grants irrelevant to daily operation activities are recognised in nofl-

whole.

operating income.
(ii1) Repayment of the government grants

Repayment of the government grants shall be recorded by increasing the carrying
amount of the asset if the book value of the asset has been written down, or reducing
the balance of relevant deferred income if deferred income balance exists, any excess
will be recognised into current profit or loss; or directly recognised into current profit
or loss for other circumstances.

3.23 Deferred Tax Assets and Deferred Tax Liabilities

Temporary differences are differences between the carrying amount of an asset or
liability in the statement of financial position and its tax base at the balance sheet date.
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The Company recognise and measure the effect of taxable temporary differences and
deductible temporary differences on income tax as deferred tax liabilities or deferred
tax assets using liability method. Deferred tax assets and deferred tax liabilities shall
not be discounted.

(a) Recognition of deferred tax assets

Deferred tax assets should be recognised for deductible temporary differences, the
carryforward of unused tax losses and the carryforward of unused tax credits to the
extent that it is probable that taxable profit will be available against which the
deductible temporary differences, the carryforward of unused tax losses and the
carryforward of unused tax credits can be utilised at the tax rates that are expected to
apply to the period when the asset is realised, unless the deferred tax asset arises from
the initial recognition of an asset or liability in a transaction that:

(i) Is not a business combination; and

(ii) At the time of the transaction, affects neither accounting profit nor taxable profit
(tax loss)

The Company shall recognise a deferred tax asset for all deductible temporary
differences arising from investments in subsidiaries, associates and joint ventures, only
to the extent that, it is probable that:

(1) The temporary difference will reverse in the foreseeable fugure: and

(i) Taxable profit will be available against which the deductiBleAs
can be utilised. 3

At the end of each reporting period, if there is sufficient evi l@lezﬂqaat ’
taxable profit will be available against which the deductible temporary d1 n
be utilized, the Company recognises a previously unrecognised deferred tax asset.

The carrying amount of a deferred tax asset shall be reviewed at the end of each
reporting period. The Company shall reduce the carrying amount of a deferred tax asset

to the extent that it is no longer probable that sufficient taxable profit will be available

to allow the benefit of part or all of that deferred tax asset to be utilised. Any such

reduction shall be reversed to the extent that it becomes probable that sufficient taxable
profit will be available.

(b) Recognition of deferred tax liabilities

A deferred tax liability shall be recognised for all taxable temporary differences at the
tax rate that are expected to apply to the period when the liability is settled.

(i) No deferred tax liability shall be recognised for taxable temporary differences arising
from:

® The initial recognition of goodwill; or
® The initial recognition of an asset or liability in a transaction which: is not a

business combination; and at the time of the transaction, affects neither accounting
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profit nor taxable profit (tax loss)

(ii) An entity shall recognise a deferred tax liability for all taxable temporary differences
associated with investments in subsidiaries, associates, and joint ventures, except to the
extent that both of the following conditions are satisfied:

® The Company is able to control the timing of the reversal of the temporary
difference; and

@ [t isprobable that the temporary difference will not reverse in the foreseeable future.

(c) Recognition of deferred tax liabilities or assets involved in special transactions
or events

(i) Deferred tax liabilities or assets related to business combination

For the taxable temporary difference or deductible temporary difference arising from a
business combination not under common control, a deferred tax liability or a deferred
tax asset shall be recognised, and simultaneously, goodwill recognised in the business
combination shall be adjusted based on relevant deferred tax expense (income).

(ii) Items directly recognised in equity

Current tax and deferred tax related to items that are recognised directly in equity shall
be recognised in equity. Such items include: other comprehensive income generated
from fair value fluctuation of other debt investments; an adjustment to the opening
balance of retained earnings resulting from either a change in accounting policy that is
applied retrospectively or the correction of a prior period (significant) error; amounts
arising on initial recognition of the equity component of a compound financial
instrument that contains both liability and equity component.

(iii) Unused tax losses and unused tax credits

) . ;I;}]'",-:':: Phas -41:-?\; :
Unused _tax losses and unused tax credits generated /romg’ﬂg%fv,r'\-_’bgexaqprl:"af"the%

Company itself f s
Deductible loss refers to the loss calculated and permitted accor he requirement
of tax law that can be offset against taxable income in future periods. The Eﬁfena.fqgkﬂ
recognising deferred tax assets arising from the carryforward of unused tax losses and
tax credits are the same as the criteria for recognising deferred tax assets arising from
deductible temporary differences. The Company recognises a deferred tax asset arising
from unused tax losses or tax credits only to the extent that there is convincing other
evidence that sufficient taxable profit will be available against which the unused tax
losses or unused tax credits can be utilised by the Company. Income taxes in current

profit or loss shall be deducted as well.

/

Unused tax losses and unused tax credits arising from a business combination

Under a business combination, the acquiree’s deductible temporary differences which
do not satisfy the criteria at the acquisition date for recognition of deferred tax asset
shall not be recognised. Within 12 months after the acquisition date, if new information
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regarding the facts and circumstances exists at the acquisition date and the economic
benefit of the acquiree’s deductible temporary differences at the acquisition is expected
to be realised, the Company shall recognise acquired deferred tax benefits and reduce
the carrying amount of any goodwill related to this acquisition. If goodwill is reduced
to zero, any remaining deferred tax benefits shall be recognised in profit or loss. All
other acquired deferred tax benefits realised shall be recognised in profit or loss.

(iv) Temporary difference generated in consolidation elimination

When preparing consolidated financial statements, if temporary difference between
carrying value of the assets and liabilities in the consolidated financial statements and
their taxable bases is generated from elimination of inter-company unrealized profit or
loss, deferred tax assets or deferred tax liabilities shall be recognised in the consolidated
financial statements, and income taxes expense in current profit or loss shall be adjusted
as well except for deferred tax related to transactions or events recognised directly in
equity and business combination.

(v) Share-based payment settled by equity

If tax authority permits tax deduction that relates to share-based payment, during the
period in which the expenses are recognised according to the accounting standards, the
Company estimates the tax base in accordance with available information at the end of
the accounting period and the temporary difference arising from it. Deferred tax shall
be recognised when criteria of recognition are satisfied. If the amount of estimated
future tax deduction exceeds the amount of the cumulative expenses related to share-
based payment recognised according to the accounting standards, the tax effect of the

excess amount shall be recognised directly in equity.
T T~
i gy 2 ]

3.24 Leases

Atinception of a contract, the Company shall assess whethi z;& is;jor (ﬁﬁaﬂ :
a lease. A contract is, or contains, a lease if the contract conveys the right to cGﬂh@lje
use of one or more identified assets for a period of time in exchange for consideration.
To assess whether a contract conveys the right to control the use of an identified asset
for a period of time, the Company shall assess whether, throughout the period of use,
the customer has the right to obtain substantially all of the economic benefits from use
of the identified asset and to direct the use of the identified asset.

(a) Identifying a lease

(b) Identifying a separate lease component

When a contract includes more than one separate lease components, the Company shall
separate components of the contract and account for each lease component separately.
The right to use an underlying asset is a separate lease component if both conditions
have been satisfied: (i) the lessee can benefit from use of the underlying asset either on
its own or together with other resources that are readily available to the lessee; (ii) the
underlying asset is neither highly dependent on, nor highly interrelated with, the other
underlying assets in the contract.
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(c) The Company as a lessee

At the commencement date, the Company identifies the lease that has a lease term of
12 months or less and does not contain a purchase option as a short-term lease. A lease
qualifies as a lease of a low-value asset if the nature of the asset is such that, when new,
the asset is typically of low value. If the Company subleases an asset, or expects to
sublease an asset, the head lease does not qualify as a lease of a low-value asset.

All the short-term leases or leases for which the underlying asset is of low value, the
Company shall recognise the lease payments associated with those leases as cost of
relevant asset or expenses in current profit or loss on a straight-line method over the
lease term.

Except for the election of simple treatment as short-term lease or lease of a low-value
asset as mentioned above, at the commencement date, the Company shall recognise a
right-of-use asset and a lease liability.

(i) Right-of-use asset

A right-of-use asset is an asset that represents a lessee’s right to use an underlying asset
for the lease term.

At the commencement date, the Company shall initially measure the right-of-use asset
at cost. The cost of the right-of-use asset shall comprise:

® the amount of the initial measurement of the lease liability;

® any lease payments made at or before the commencement date, less any lease
incentives received;

@® any initial direct costs incurred by the lessee; and

an estimate of costs to be incurred by the lessee in dismantling and removing the
underlying asset, restoring the site on which it is located or restoring the underlying
asset to the condition required by the terms and conditions of the lease. The
Company recognises and measures the cost in accordance ﬂm}hﬂthﬁ recognition
criteria and measurement method for estimated liabilities, dgz&;ﬂf}’ f)lca‘%?ém,%
Notes 3.19. Those costs incurred to produce inventories sHall irich . /@%‘

' e

cost of inventories. s Ly & ? /%

The right-of-use asset shall be depreciated according to the categories using str"éfgh&"%
line method. If it is reasonably certain that the ownership of the underlying asset shall
be transferred to the lessee by the end of the lease term, the depreciation rate shall be
determined based on the classification of the right-of- use asset and estimated residual
value rate from the commencement date to the end of the useful life of the underlying
asset. Otherwise, the depreciation rate shall be determined based on the classification
of the right-of-use asset from the commencement date to the earlier of the end of the
useful life of the right-of-use asset or the end of the lease term.

(ii) Lease liability
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At the commencement date, the lease liability shall be measured at the present value of
the lease payments that are not paid at that date. The lease payments included in the
measurement of the lease liability comprise the following 5 items:

@ fixed payments and in-substance fixed payments, less any lease incentives
receivable;

® variable lease payments that depend on an index or a rate;

@ the exercise price of a purchase option if the lessee is reasonably certain to exercise
that option;

® payments of penalties for terminating the lease, if the lease term reflects the lessee
exercising an option to terminate the lease;

® amounts expected to be payable by the lessee under residual value guarantees.

In order to calculate the present value of the lease payments, interest rate implicit in the
lease shall be used as the discount rate. If that rate cannot be readily determined, the
Company shall use the incremental borrowing rate. The difference between the lease
payments and its present value shall be recognised as unrecognised financing charges,
calculated bases on the discount rate of the present value of the lease payments in each
period within the lease term and recorded as interest expense in current profit or loss.
Variable lease payments not included in the measurement of lease liabilities shall be
recognised in current profit or loss when incurred.

After the commencement date, the Company shall remeasure the lease liability based
on the revised present value of the lease payments and adjust the carrying amount of
the right-of-use asset if there is a change in the in-substance fixed payments, or change
in the amounts expected to be payable under a residual value guarantee, or change in
an index or a rate used to determine lease payments, or change in the assessment or
exercising of an option to purchase the underlying asset, or af‘@ﬁ%@&tend or

wir

terminate the lease. L3 e
(d) The Company as a lessor f

At the commencement date, the Company shall classify a leasm feasejif it
transfers substantially all the risks and rewards incidental to ownership of an uﬁ&%%h /
asset, otherwise it shall be classified as an operating lease.

(i) Operating leases

The Company shall recognise lease payments from operating leases as income on a
straight-line basis / units of production method (or other systematic and rational basis)
over the term of the relevant lease and the initial direct costs incurred in obtaining an
operating lease shall be capitalised and recognised as an expense over the lease term on
the same basis as the lease income. The Company shall recognise the variable lease
payments relating to the operating lease but not included in the measurement of the
lease receivables into current profit or loss when incurred.
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(i1) Finance leases

At the commencement date, the Company shall recognise the lease receivables at an
account equal to the net investment in the lease (the sum of the present value of the
unguaranteed residual values and the lease payment that are not received at the
commencement date discounted at the interest rate implicit in the lease) and
derecognise the asset relating to the finance lease. The Company shall recognise interest
income using the interest rate implicit in the lease over the lease term.

The Company shall recognise the variable lease payments relating to the finance lease
but not included in the measurement of the net investment in the lease into current profit
or loss when incurred.

(e) Lease modifications
(i) A lease modification accounted for as a separate lease
The Company shall account for a modification to a lease as a separate lease, if both:

® the modification increases the scope of the lease by adding the right to use one or
more underlying assets; and

® the consideration for the lease increases by an amount commensurate with the
stand-alone price for the increase in scope.

(ii) A lease modification not accounted for as a separate lease
The Company as a lessee

At the effective date of the lease modification, the Company shall redetermine the lease
term of the modified lease and remeasure the lease liability by discounting the revised
lease payments using a revised discount rate. The revised discount rate is determined
as the interest rate implicit in the lease for the remainder of the lgasederm, if that rate
can be readily determined, or the incremental borrowing rate at ﬂiﬁi}eﬁﬁew\@ date.of the

—

"“‘n,,a
modification, if the interest rate implicit in the lease cannot be rfadl(l‘y detei‘mmcd .

The Company shall account for the remeasurement of the lease hahlm'y b}

® decreasing the carrying amount of the right-of-use asset to reflect the pai*ti"éﬂ"br fult
termination of the lease for lease modifications that decrease the scope of the lease
or shorten the lease term. The Company shall recognise in profit or loss any gain
or loss relating to the partial or full termination of the lease.

® Making a corresponding adjustment to the carrying amount of the right-of-use asset
for all other lease modifications.

The Company as a lessor

The Company shall account for a modification to an operating lease as a new lease from
the effective date of the modification, considering any prepaid or accrued lease
payments relating to the original lease as part of the lease payments for the new lease.

For a modification to a finance lease that is not accounted for as a separate lease, the
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Company shall account for the modification as follows:

® if the lease would have been classified as an operating lease had the modification
been in effect at the inception date, the Company shall account for the lease
modification as a new lease from the effective date of the modification and measure
the carrying amount of the underlying asset as the net investment in the lease
immediately before the effective date of the lease modification;

@ ifthe lease would have been classified as a finance lease had the modification been
in effect at the inception date, the Company shall account for the lease modification
according to the requirements in the modification or renegotiation of the contract.

3.25 Safety Production Costs and Maintenance Fees

According to the relevant regulations, the Company accrues the safety production costs
according to “Notice of the Ministry of Finance and the State Administration of Work
Safety on Issuing the Administrative Measures for the Collection and Utilization of
Enterprise Work Safety Funds”.

The safety production costs and the maintenance fees shall be recognised in the cost of
the relevant products or current profit or loss when makes the accrual, and included in
the “special reserve” account simultaneously.

When the accrued safety production costs and the maintenance fees are used within the
scope of the regulations, it shall be treated as expense and directly deducted from the
special reserve; if the fixed assets are capitalized, the expenditure incurred shall be
firstly collectively recorded in “construction in progress” and recognised as fixed asset
when the safety project has been completed for its intended use. At the same time, the
cost that capitalized as the fixed assets shall be deducted from the special reserve and
the accumulated depreciation with the same amount shall be recognised. The fixed
assets shall not be depreciated in subsequent reporting period. | e

3.26 Repurchase of Company’s Share

(a) If the Company reduces its registered capital through reptifgh_gt_se ofithe Con}_p___ziny*S
share according to the approval required in relevant laws and regul@tions,. [_]‘;1'__é_-'j="share

capital shall be reduced at the par value of the shares deregistered, the difference:

between the consideration paid for repurchase (including the transaction cost) and the
par value of the shares shall adjust the owner’s equity. Any excess of the total par value
shall offset the capital reserve (share premium), surplus reserve and retained earnings
in turn. If the consideration paid is less than the total par value, the difference shall
increase the capital reserve (share premium).

(b) Before being deregistered or transfered, shares repurchased by the Company shall
be treated as treasury stock and all expenditures of the repurchase shall be recognised
as the cost of treasury stock.

(¢) Any excess of the income generated from transferring the treasury stock over their
cost shall increase the capital reserve (share premium), and any less shall offset the
capital reserve (share premium), surplus reserve and retained earnings in turn.
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3.27 Restricted Stock

In the equity incentive plan, the Company shall grant restricted shares to the motivated
target, and the motivated object first subscribes for the stock. If the subsequent
unlocking conditions specified in the equity incentive plan are not met, the Company
repurchases the stock at the price agreed in advance. If the restricted shares issued to
employees are subject to the procedures for capital increase such as registration in
accordance with relevant regulations, at grant date, the Company shall recognise the
share capital and capital reserve (share premium) based on the received subscription
fees from the employees; treasury stocks and other payables shall be recognised based
on the repurchase obligation.

3.28 Significant Accounting Judgements and Estimates

The Company continuously assesses the significant accounting estimates and key
assumptions according to its historical experiences and other elements, including
reasonable expectations on the future events. The significant estimates and key
assumptions that may result in significant adjustment on the assets and liabilities’
carrying value in the following fiscal year are listed as below:

Classification of financial assets

Significant estimates and key assumptions involved in classification of financial assets
include determination of business model and contractual cash flow characteristics.

The Company’s business model is determined at a level that reflects how groups of
financial assets are managed. Evidences that the Company must consider include but
not limited to:

@® how the performance of the business model and the financial assets held within
that business model are evaluated and reported to the entity’s key management
personnel;

o
® the risks that affect the performance of financial assets d__:fﬁ’éi'r'-ma,gggement
methods; i o —

@® how managers of the business are compensated. «L n f
In order to assess whether the contractual cash flows are consistentmbzsic@din g
arrangement, the Company must consider whether the financial asset contains &=
contractual term that could change the timing or amount of the principal (for example,

if the asset can be prepaid before maturity) and whether the interest consists of
consideration for time value of the money, credit risk, other basic lending risk and costs,

as well as profit margin. For example, the Company shall consider whether the
prepayment amount substantially represents unpaid amounts of principal and interest

on the principal amount outstanding as well as reasonable additional compensation for

the early termination of the contract.

Measurement of the expected credit loss of accounts receivables
The Company calculates the expected credit loss of accounts receivables based on its
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exposure to credit risk and the expected credit loss rate. The expected credit loss rate is
determined based on the probability to default and the loss rate as a result of default.
When determining the expected credit loss, the Company uses its historical credit loss
experience, modified by considering current condition and forward-looking
information. The forward-looking information include risk of economic downturn,
external market environment, technology environment and changes in customer’s
situation, etc. The Company periodically monitors and reviews the assumptions used in
calculating the expected credit loss.

Deferred tax assets

Deferred tax assets shall be recognised for all unused taxable losses to the extent that it
is probable that the taxable profits will be available against which unused tax losses can
be utilised. It requires management to estimate the time and amount of future taxable
profits using plenty of judgment so as to determine the amount to be recognised as
deferred tax assets, taking into consideration of the tax planning strategy.

3.29 Changes in Significant Accounting Policies and Accounting Estimates
(a) Changes in accounting polices

On 30 November 2022, the Ministry of Finance issued Interpretation of Accounting
Standards for Business Enterprises No.16 (Caikuai[2022] No.31) (hereinafter referred
to as "Interpretation No.16"), in which the provision of "Accounting treatment of
deferred tax related to assets and liabilities arising from a single transaction that does
not apply the initial recognition exemption" shall be implemented as of 1 January 2023.
There are not any significant impacts on the Company’s financial statements during the
reporting period for the implementation of Interpretation No.16.

(b) Significant changes in accounting estimates

The Company has no significant changes in accounting estimages.for the reporting

eriod. f M
period _? i
4. TAXATION / o
. o 1z ey
4.1 Major Categories of Tax and Tax Rates Applicable to the Company ~ /7
_ Categories of tax _ Basis oEax assessment I Tax raté"“'*a;m_& j’
Value added tax (VAT) VAT are paid on taxable revenues 13%
Urban maintenance and Urban maintenance and construction 794
construction tax taxes are paid on turnover taxes - °
. E i i
Educational surcharge i ducational surtaxes are paid on 50,
- I turnover taxes I i
Enterprise income tax nterprise income taxes are paid on 15%
taxable profits

4.2 Tax Preference

Certificates of Advanced Technology Enterprises is issued by Jiangsu Science
Technology Department, Jiangsu Financial Department, Jiangsu State Taxation
Administration and Jiangsu Local Taxation Administration on 6 November 2023. The
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certificate number is GR2023320074583.

According to the Certificates of Advanced Technology Enterprises, the Company is
recognized as an advanced technology enterprise which carries out income tax rate with
15% since 01 January 2023. The validity is 3 years.

5.NOTES TO THE FINANCIAL STATEMENTS
5.1 Cash and Cash Equivalents

Items 31 December 2023 31 December 2022
Cash in bank . 136,409,273.81 : 80,696,365.23
Other monetary funds 106.42 | 1,180.83
. Total | 136,409.380.23 80,697,546.06

Notes: At 31 December 2023, the security deposits for Bank acceptance bill and letters
of guarantee amounted to USD 2.13 included in other monetary funds. The remaining
funds in other monetary funds of USD 104.29 represent the balance of the securities
fund account. Except for that, no other monetary funds are restricted to use or in some
potential risks of recovery due to the mortgage, pledge or freezing.

5.2 Financial Assets Held-for-trading

Items 31 December 2023 ‘31 December 2022
Financial assets at fair value through profit or loss | 25,459,324.09 -
Including: Financial product 25,459,324.09 -
5.3 Notes Receivable
(a) Notes receivable by category
31 December 2023 31 December 2022
Provisi . P B
Items rovision rovision .
Book Balance | for bad Carrying Book Balance | for bad Carrying
amount amount
| debt debt -
Bank
acceptance |11,724,722.39 - 111,724,722.39 22,049,708.80 - 22 ,049,708.80
bills B .
Total  [11,724,722.39 - 111,724,722.39 22,049,708.80 [@'yf. *}ﬁ@%? §.

(b) Pledged notes receivable at 31 December 2023
The Company has no pledged notes receivable at 31 December 2023

(c) Notes receivable discounted or endorsed to third parties but not yet matured
at 31 December 2023

Amount derecognised as at | Amount not derecognised as
Items the end of the reporting at the end of the reporting
- o period ~_period
Bank acceptance bills 9,607,946.49

5.4 Accounts Receivable
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(a) Accounts receivable by aging

Aging 31 December 2023 31 December 2022

Within one year 105.902,363.55 |  191,240,320.37
Including: Within 6 months 155,222,760.55 158,762,484.01
7-12 months B 40,679,603.00 | | 3247783636

Subtotal 195,902,363.55 I 191,240,320.37
1-2 years 3505897155 26,044,857.54
2-3 years 13,550,129.02 13,739,173.12
3-4years : 0,818,687.19 4,095,188.02
Over 4 years 10,030,773.05 | 9,344,267.51

Subtotal . 264,360,924.36 . 244,463,8065
Less: provision for bad debt 19,582,915.01 14,705,077.08

Total : 244,778,009.35 | 229,758,729.48
(b) Accounts receivable by bad debt provision method
31 December 2023
Category Bo& balgnce : Provision for bad d‘ei | Carrying

- Amount |Pro?;)r)t10n Amount ?;g??;?}r)l a_rilount
fei’o‘g;‘; Jorbad d‘leatﬁy : 982,620.56 037 | 982,620.56 | 100.00 -
firf:giiiﬁ’éﬁfflaeit?sffy 26337830380 99.63 18.60029445 | 7.06 244,778,000.35
Including: Company
receivables from 120,020,063.86 45.40 @ 8,669,860.43 | 7.22 111,350,203.43

domestic customers

Including: Company
receivables from export
customers

62,089,960.31

Receivables from related

.‘—i—

23.49 | 9,930,434.02

15.99

52,159,526.29

parties within the scope | 81,268,279.63 30.74 | fr— 81,268,279.63
of consolidation _ - | frel
Total 264,360,924.36  100.00 '
(Continued)
31 December 2022
Category Book balance Provision for bad debt Carmjing
Proportion Provision amount
- B Amount ) | Amount_ ratio (%) |
Frovision forBad ceut 970,451.77 0.40  970,451.77 | 100.00 -
recognised individually
Provision for bad debt ) 43 495 354 79 99.60 13,734,62531 | 5.64 229,758,729.48
recognized collectively [~ '~ . _ )
Including: Company
receivables from 97,463,330.80 39.87 | 6,601,924.11 6.77

domestic customers

90,861,406.69

47



Neway Valve (Suzhou) Company Limited

Notes to the financial statements

Category

Provision for bad debt
recognised individually

Including: Company
receivables from export

customers

Receivables from related
parties within the scope

of consolidation

Book balance

31 December 2022

Provision for bad debt

- 5 — e Carrying
roportion TOVISION | gmount
| Amount T iy | AmOUL o (%) |
970,451.77 0.40 970,451.77 100.00 -
81,793,062.72 33.46 | 7,132,701.20 8.72 | 74,660,361.52

64,236,961.27

26.27 - -

Total

244,463,306.56

100.00 [14,705,077.08 |

64,236,961.27

6.02

229,758,729.48

Detailed explanation of provision for bad debt:

(i) As at 31 December 2023, accounts receivable with bad debt provision recognized

individually.

Entity name

31 December 2023

Accounts receivable [Provision for bad debt

Provision ratio (%)

Customer A ;g9 473,877.91 | 100.00

Customer B ; 235,407.06 23540706 100.00

Customer C Il 97,805.48 | 97,805.48 | 100.00

Customer D 43,771.16 43,771.16 100.00

Customer E 38,036.57 | 38,036.57 100.00

bther Customers 93,722.37 93,722. 3r\ 100.00
Total 982,620.55 982,620 ﬁqm e

recognised by group 1 (receivables from domestic customers)

Aging
Within one year
Including: Within 6
months

31 December 2023

7-12 months

Subtotal

1-2 years

2-3 years

3-4 years

Over 4 years

Total

Accounts receivable Provision for bad debt PrOVi?(l;Zr)l ratio
81,266,602.33 | 993,149.25 12
61,403,617.40 - ;
19,862,984.93 . 595 149.25 5.00
81,266,602.33 993,149.25 1.22
25,287,791.56 | 2,528,779.16 10.00

6,897,216.86 1,379,443.37 20.00
4,666,607.44 1,866,642.98 40.00
1,901,845.67 1,901,845.67 | 100.00
120,020,063.86 8,669,860.43 | 7.22
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(Continued)
31 December 2022
Aging e
Accounts receivable Provision for bad debt Prov1i:;)r)1 ratio
Within one year 71,019,239.04 797,159.59 ! 1.12
Including: Within 6 55,076,047.34 ) | )
months B S -
7-12 months 15,943,191.70 797,159.59 5.00
Subtotal 71,019,239.04 | 797,159.59 1.12
1-2 years 14,671,951.51 | 1,467,195.15 10.00
2-3 years 7,458,568.21 1,491,713.64 20.00
3-4 years 2,446,193.85 978,477.54 40.00
Over 4 years 1,867,378.19 1,867,378.19 100.00
Total 97,463,330.80 6,601,924.11 ‘ 6.77

(iii) As at 31 December 2023 and 2022, accounts receivable with bad debt provision

recognised by group 2 (receivables from export customers)

31 December 2023

Aging = = S -
Accounts receivable Provision for bad debt Prowi(l;n; ratio
4 _\e)
Within one year I 37,249,802.94 263,402.32 0.71
Including: Within 6 28.469,725.60 ) i
months .
7-12 months 8,780,077.34 263,402.32 3.00
Subtotal 37,249,802.94 2 : iy
1-2 years 9,742,703.93 1,491 4051591 flky.
e s J-F—v}_;,‘—m ¥
2-3 years 6,503,894.87 1,95 1,1@46{; 4
M i e
3-4 years 4,678,201.84 2,339,100.9
Over 4 years 3,915,356.73 3,915,356.73
Total 62,089,960.31 9,930,434.02
(Continued)
31 December 2022
Aging Provision ratio

Accounts receivable

Provision for bad debt

N | , (%)
Within one year 63,644,558.47 196,105.28 0.31
Including: Within 6 57,107,715.68 | . _ .
7-12 months 6,536,842.79 196,105.28 | 3.00
Subtotal ' 63,644,558.47 196,105.28 0.31
1-2 years 745231367 1,117,847.06 15.00
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31 December 2022

Aging

Accounts receivable Provision for bad debt

‘ Provision ratio

DR h _ (%)
2-3 years 5,806,727.00 1,742,018.10 30.00
3-4years 1,625465.63 812,732.81 50.00
Over 4 years - 3,263,097.95 326309795 100.00
Total | 8179306272 7,132,70120 8.72

Basis of provision for bad debt during the reporting period:

For details of recognition criteria and explanation for provision of bad debt by groups,

please refer to Notes 3.7.

(¢) Changes of provision for bad debt during the reporting period

Changes during the reporting period

Cat 31 December | PR ET " Bxchange |31 December
ategory 2022 Provision Recovery or Ehmlpatlon difference 2023
| B reversal  or write-off |
Bad debt | :
provision
for 14,705,077.08 | 5,267,499.87 36,452.50 64,756.57 |  -288,452.87 | 19,582,915.01
accounts
receivable
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(d) Accounts receivable written off during the reporting period

Items | Amount

Accounts receivable written off | 64,217.14

(e) Top five closing balances by entity

As at 31 December 2023, the total amount of the top five accounts receivable collected
by the company according to the ending balance of the owed party was USD
108,134,482.80, accounting for 37.52% of the total closing balance of accounts
receivable. The corresponding total amount of bad debt preparation ending balance was
USD 2,060,125.43.

5.5 Accounts Receivable Financing

(a) Accounts receivable financing by category

Item Fair value as at 31 December | Fair value as at 31 December
ems 2023 2022 -
Notes receivable 1.ncll.1ded in | 7,474,652.35 4,520,045.65
other comprehensive income - -
Including: Bank acceptance bills 7,474,652.35 4,520,045.65

Notes: No pledged notes receivable at 31 December 2023.

(b) Notes receivable discounted or endorsed but not yet matured at 31 December
2023

Amount derecognised as at | Amount not derecognised as
Items the end of the reporting at the end of the reporting
~ period | period
Bank acceptance bills 8,229,741.86

5.6 Advances to Suppliers
(a) Advances to suppliers by aging

31 December 2023 31 Dec :
Aging
Amount Proportion (%) Amount

Within one year 4,039,676.63 81.74 4,007,681.07 | 85.45
1 to 2 years 714,287.90 14.45 323,770.17 6.90
2 to 3 years 80,460.54 1.63 243,983.86 5.20
Over 3 years 107,554.43 2.18 115,115.41 245

Total 4,941,979.50 100.00 4,690,550.51 100.00

Note: As at 31 December 2023, there is no significant balance with aging more than
one year.
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5.7 Other Receivables
(a) Other Receivables
(i) Other receivables by aging

Aging | 31 December 2023 | 31 December 2022
Within one year . 32,877,748.49 34,070,692.36
Including: within 6 months 4,659,119.82 14,464,777.06
7-12months 2821862867 19,605,915.30
o Subtotal | C 32,877,74849 34,070,692.36
1-2 years - 25,230,503.93 | | 7,463,396.52
2.3 years N 32,0699 157,512.12
3_-4 years R 6_1 ,_SOE_ o
6ver 4 years a . - - - 65,916.%9_
: Subtotal - 58,202,358.46 41,761,511.69
Less: provision_ for bad de_bt_ - 67,4845

Total 58,202,358.46 | 41,694,027.56

(ii) Other receivables by nature

Nature 31 December 2023 ‘ 31 December 2022
Advances from rela_ted parties 56,078,616_.86 . ) 39,839?08;3.60_
Margin - 1,289,909.80 1,346,132.22
Reserve fund e 807,534.10 532,379.81
Other : e 26,297.70 43,911.06
Subtotal : 5820235846 | 41,761,511.69
Less: provisior; for:bad debt - [~ 67,484.13
Total 58,002,358.46 | |14 41 607

(iii) Other receivables by bad debt provision method f? % #" “ \GAG |
A. As at 31 December 2023, provision for bad debt recognise& ‘based-en: /{ﬂﬁggh G@g é. /

Stages | Book balance Provisho;ll)for bad : Carrying acount
Stage 1 N : 58,202,358.46 -] 58,20_2_,_35;4;
Stage 2 ] - ] L
Stage3 - . .
N Total | 5820235846 .| 58202,35846
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As at 31 December 2023, provision for bad debt at stage 1:

Provision | Provision Carrying
B Category Book balance ratio (%) for bad debt amount | Reason
Provision for bad debt i N ) ) /
recognised individually o |
Provision forbad debt —gg 55 354 46 - - 58,202,358.46 | /
recognised by groups _ |
i 1
Including: Group 1 58,202,358.46 - - 58,202,358.46 | /
As at 31 December 2023, provision for bad debt at stage 3:
Book Provision |Provision for | Carrying
Category balance ratio (%) baddebt | amount Reason

Provision for bad debt
recognised individually

B. As at 31 December 2022, provision for bad debt recognised based on three stages

model
Stages Book balance Provisi(;gl:)tfor bad Carrying amount
Stage 1 _ : 41,694,027.56 o] 41,694027.56
gta;e 2 | - -
Stage3  67,484.13 67,484.13 o
Total 41,761,511.69 67,484.13 | 41,694,027.56

As at 31 December 2022, provision for bad debt at stage 1:

Category

Provision for bad debt
recognised individually

Provision for bad debt
recognised by groups

Including: Group 1

As at 31 December 2022, provision for bad debt at stagel’:

Category

Provision for bad debt
recognised individually

Provision | Provision Carrying
Book balarfe  ratio (%) forbaddebt | amount Seaton
i
- - - - /
41,694,027.56 | - - 41,694,027.56 /
41,694,027.56 - )

Book balance Provision |Provision fo ney’
ratio (%) bad debt amount
67,484.13 100.00 67,484.13
recovered

Basis of provision for bad debt during the reporting period:

For details of recognition criteria and explanation for provision of bad debt by groups,
please refer to Notes 3.7.

53



Neway Valve (Suzhou) Company Limited

Notes to the financial statements

(iv) Changes of provision for bad debt during the reporting period

31 Changes during the reporting period 31
L= o —=¥7 "~ |Exchange
Category December Recovery |Elimination or December
2022 Provision ry difference 2023
) N orreversal | write-off
Bad debt provision
. 67,484.13 - - 66,916.30 | -567.83 -
for other receivable | |
(v) Top five closing balances by entity
Balance as at Proportion of the Provision
Entity name Nature 31 December Aging balance to the total for bad debt
B 2023 other receivables (%)
NEWAY Related USD31,456,431.47 is
PRECISION aged within 1 year,
16. ’ -
FORGING (LI party S6.078,616.86 | \16104,622,185.39 is 96.35
YANG) CO., LTD. aged within 1-2years |
JIANGSU USD 64,382.23 is aged
WEICHENG . within 1 year, USD
TENDERING CO., | Magin 29992912 |95 54689 is aged 0.45 -
LTD. B . within 1-2years | B
NINGXIA |
BAOFENG . s
ENERGY GROUP Margin 228,726.33 Within 1 year 0.39 -
CO.,LTD. ‘: - B
CHINA i
PETROCHEMICAL |
INTERNATIONAL | Margin 141,189.09 1-2years 0.24 -
(NINGBO) CO.,
LTD. ,
SICHUAN |
YONGXIANG . o
NEW ENERGY Margin 112,951.28 Within 1 year 0.19 -
CO., LTD , B
Total / 56,821,412.68 / o 97 62 -

5.8 Inventories

(a) Inventories by category

i wWWM

31 December 2023 31 December 2022 - B
Items - = : =
Book balance Pfrov@on o8 Carrying Book balance | P'I'OVIS‘IOH for Carrylng
| impairment | amount | 1mpairment amount
Raw | 37:263748.08 | 343354157 | 3383020651 | 4610399546 | 3,123,54022 | 4298045524
Workin | 6921090521 | 68,842.73 | 69,142,062.48 | 57,960,619.21 76,230.79 | 57,884,388.42
process | = _ _
Pimished | §8302.560.64 | 471682924 | 8358573140 | 69,306,446.40 | 720515949 | 62.101,28691
z | -
t(r};)r(x)sdif in 36,323,218.17 | 1,100,888.19 | 35,222,329.98 | 43,463,448.29 554,905.70 | 42,908,542.59
Total |231,100,432.10 | 9,320,101.73 | 221,780,330.37 |216,834,509.36 110,959,836.20 |205,874,673.16
(b) Provision for impairment
Increase during the Decrease during the
It 31 December reporting period reporting period . Exchange | 31 December
cms 2022 .. Reversal or Difference 2023
Provision Others C Others
- | elimination | | )
Raw 3,123,540.22 | 1,445,607.89 - | 1,080,481.72 .| -55,124.82 | 3.433,541.57
materials |
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Increase during the | Decrease during the |
Ttems 31 December | reporting period reporting period | E.xchange 31 December
2022 .. | Reversal or Difference 2023
Provision  |Others | 7 -, Others |
| | elimination | | -
e | i
Work in 76,230.79 69,421.01 - 75,589.36 - -1,219.71 68,842.73
process = | | | | . .
Finished 7.205,159.49 | 198,061.64 .| 2,586,143.03 - | -100,248.86 |  4,716,829.24
goods | | | — ——
Goods in 554,905.70 | 1,110,135.80 .| 550,236.52 . 41391679 | 1,100,888.19
transit o | I R |
Total 10,959,836.20 | 2,823,226.34 - | 4,292,450.63 - | -170,510.18 9,320,101.73

5.9 Contract Assets

(a) Details of contact assets

31 December 2023 | 31 December 2022

|
Items T e - - T = — :
Book balance P.rows.lon for Carrying Book balance Ifrov1spn for Carrying
| B |_Impairment amount | — impairment | amount
Undue | 53860,183.87 | 4,721,138.54 | 19,139,04533 | 22,891,704.66 | 5,875,641.80 | 17,016,062.86
warranties |

(b) Contract assets by impairment provision method

31 December 2023
Category Book balance Provision for bad debt | Carrying
Proportion | , Provision | amount
- | Amont e | A ratio ()
Provision for bad debt 369,917.66 1.55 | 369,917.66 | 100.00 -
recognised individually |~ |
. . | [ -
PfOVlslf'-’ndf‘;r bad debt 23,490,266.21 | 98.45 4,351,220.88 | 18.52 [19,139,045.33
recognised by groups | M | [ e
Total 23,860,183.87 | 100.00 4,721,138.54 /1979

(Continued) [ 5
==
1D 2007
B 3 ! ecember i %
Category Book ballance . Provision for bad debt Carrying
[Proportion Provision amount
) Amount (%) | Amount ratio (%) |
Frojsion for bad deb 208,684.48 100 228,684.48 | 100.00 -

recognised individually
Provision for bad debt
recognised by groups

22,663,020.18 99.00 |5,646,957.32 24.92 |17,016,062.86
Total 22,891,704.66 100.00 5,875,641.80 25.67 il7,016,062.86

(c) Changes of provision for impairment during the reporting period

| Changes during the reporting period

31 December | Exchange 31 December

Category 2022 ‘Provision Recovery [Elimipation Difference 2023
- ' B | or reversal [ or write-off | _
Undue . |5,875,641.80 |-995,874.47 65,442.91 ‘ 4,087.88 | -89,098.00 | 4,721,138.54
warranties | |
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5.10 Other Current Assets

Items

Input tax and prepaid tax to be deducted ‘

31 December 2023

4,043,656.86

31 December 2022

264,750.49

5.11 Long-term Equity Investments

31 December

Investees 2022

]
NEWAY INDUSTRIAL | 43253,63640 418,787.41

(SUZHOU) CO., LTD.
NEWAY INDUSTRIAL
MATERIALS
(DAFENG) CO.,LTD.
NEWAY OIL
EQUIPMENT
(SUZHOU) CO., LTD.
DONGWU
MECHANICAL
(WUIIANG) CO., LTD.
NEWAY PRECISION
FORGING (LI YANG)
CO., LTD

BESTWAY
TECHNOLOGIES 19,993,762.69
LIMITED -

NEWAY VALVE

INTERNATIONAL 23,417,149.19
INC o
NEWAY FLOW

CONTROL INC 4,425, 711 72
NEWAY VALVE
(EUROPE) B.V.

NEWAY VALVE
(SINGAPORE)
PTELTD

NEWAY FLOW
CONTROL FZE _
NEWAY FLOW
CONTROL (SUZHOU)
NEWAY VALVE

WEST AFRICAFZE |
NEWAY FLOW |
TECHNOLOGY |
(LIANYUNGANG)

CO., LTD. |
NEWAY
TECHNOLOGY

(YANTAI) CO., LTD.
Total

13,859,800.42

73,722,240.94

2,387 956 99

3,310,610.45

22,774,859.16

94,052.73

74,960.27

257,653,108.87

| 163,144.41

Increase
during the
reporting

period

26,770,734.21| 85,225.31

20,520,573.61 ‘ 464,973.12

102,516.31

1,460,987.74

1,586,072.35

22,457.26

2,324.70

Decrease |
during the
reporting

31 December
2023

- 43 672,423.81

- | 26,855,959.52

- 20,985,546.73
- 14,022,944.83
- | 73,824,757.25 |

- 19,993,762.69 ‘

. 442571172 |

3,333,067.71

35,866.86

10,129.07

218,175.47

70,594.55

11,594,194.4 |

7

1,496,854.60

- 22,774,859.16

] 312,228.20}‘{5"
]

| — i_—_
- 145,554.:&4

|

I PN i
- 1259,247,303.34

I

impairment

- 23,417,149.1J - -

2.390.281.69 |

- 159620142

Provision for

impairment at

31 December
12023

Provision

for

- | 4,425,711.72

5.12 Fixed Assets
(a) Fixed assets by category

Items

Fixed assets

Disposal of fixed assets

Total

UL | —

31 December 2023

53,644,262.81
46,679. 02
53, 690 941. 83

31 December 2022
45,046,319.62
68,685.51
45,1 15,005.13_
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(b) Fixed assets

Electronic
Ttems : Bulldmgs. and Ma(j,hmery Vehicles eql'npment, Total
constructions equipment appliances and

| - furniture |
Initial cost: : |

_ , | . |
gi?ieb:rs 2332321 36,137,947.33 | 49,642,478.94 | 2,537,501.85 | 10,521,464.65 98,839,392.77
i‘e‘;f:t‘islfgd;’g‘fdthe 692283 1415826743  676371.54 | 3,160,694.30 18,002,256.10
(i) Acquisition i 52,058.90  414.869.08 164934648  2,116,274.46
S;E;unzgfnfgg‘;mgms 6922.83 | 1410620853  261,502.46 = 1,511,347.82 | 15,885,981.64
r’;;f::‘s: i‘;ﬂgﬁ the o | 148733250 489,005.94 | 42539426  2,401,822.70
(i) Disposal .| 143511652 489,095.94 | 423,112.43 | 2,347,324.89
(ii) Other decrease - 52,215.98 - 2,281.83 54,497.81
Exchange difference 602,637.42 | -933311.02 | -43.871.43 | -198224.93 | -1,778,044.80
gzlcinrf; o ;82331 35.542,232.74 | 61,380,102.85 | 2,680,906.02 | 13,058,539.76 |112,661,781.37
Accumulated N
depreciation: ] ] _
gzlcae“;liea‘: 2“82321 16,976,226.27 | 27,315,399.53 | 1,860,313.61 | 7,641,133.74 | 53,793,073.15
iz;;‘;‘;‘is:gd;erg‘fdthe 229945051 | 4,193259.84 |  321,048.86 | 1298,566.49 | 8,113,225.70
(i) Provision 2299450.51 | 4,193,259.84 |  321,048.86 | 1,298,566.49 | 8,113,225.70
zgf;fsz g‘;‘;‘g the - 1001,733.84 | 44815532 | 400,501.50 | 1,940,390.66
(i) Disposal S| 10708183 | 44815532 40050150 | 191973865
(ii) Other decrease - 20,652.01 - 20,652.01

& B | e [,

Exchange difference -302,223.72 | -481,304.97 -29,968.36 %&Aﬁgxﬁ g1
gz‘cfgllf]; o 2*‘52331 18,973,453.06 | 29,935,620.56 1,704,138.79
Provision for
impairment:
Carrying amount:
gf;‘;;;:rs 2382331 16,568,779.68 | 31,444,482.29 976,767.23 | 4,654,233.61 | 53,644262.81
gzlcaenn‘i;::;é;zl 19,161,721.06 | 22,327,079.41 | 677,188.24 | 2,880,330.91 | 45,046,319.62

(c) Disposal of fixed assets

Items

Machinery equipment

Electronic equipment, appliances and furniture

Vehicles

Total

31 December 2023 31 December 2022
35,826.94 m
7,418.09 294996
3,433.99 ]
46,679.02 68,685.52

5.13 Construction in Progress

(a) Construction in progress
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(i) General information of construction in progress

31 December 2023 31 December 2022
Ttems Book | Provision Canrying Book | Provision Carrying
for for
balance | . amount balance |. . amount
impairment | | impairment
Equipment | 432,763.12 - 432,763.12 | 129,855.81 - 129,855.81
(i1) Changes in significant projects of construction in progress
Increase : Decrease 31
Proiects  Budeet 31 December during the Transfer to : during the | Exchange December
Jec udge 2022 reporting fixed asset | reporting | difference 2023
_ . _ period | period
Equipment / : 129,855.81 |16,268,180.36 |15,885,981.64 | 74,563.49 | -4,727.92 | 432,763.12
Total : / 129,855.81 |16,268,180.36 |15,885,981.64 | 74,563.49 ! -4,727.92 | 432,763.12
(Continued)
| Including: Interest |
Proportion of Cumulative 1nFere'st capitalisation
Proi s . Rate of . capitalised . ‘Source of
rojects project input amount of interest durine the rate during the funds
to budgets (%) progress capitalisation & reporting period |
repore o
= = period | |
Eauipment / Under i i i | Private
qup construction | capital
5.14 Intangible Assets
Land use
Items . Software Brand Patents Total
- rights ! S
Initial cost: !
- ! s . =
Salance eyt 51 5,563,595.39 | 4,939,191.55 |214,358.36 | 69,863.04 | 10,787,008.34
December 2022 | | -
Increase during the ' =
- | 294,720. 26,888.37 o — 21,609.1
reporting period 94,720.73 L H:““"‘i\.ﬁéog 0
(i) Acquisition - 20472073 2688837 [1H
Decrease during the ) } 3 7
reporting period ] _ A —
Exchange difference -92,769.79 _ -84.813.28 | -3,798.28 | -1,164.93 |
Balance as at 31 5,470,825.60 | 5,149,099.00 237,448.45 | 68,698.11  10,926,071.16
December 2023 | | o -
Accumulated '
amortisation: | _
Balance as at 31 1,102,062.08 | 3,545,040.61 109,390.57 | 10,601.08  4,767,094.34
December 2022 | | ‘
Increase during the 122,780.11 | 369,161.52 | 20,440.42 | 6,715.81  519,106.86
reporting period o 1 -
Decrease during the ) i i R )
reporting period
Exchange difference -19,399.12 -62,186.71 | -1,994.29 -232.71 : -83,812.83
= R . |
Balance as at 31 1,205,452.07 | 3,852,015.42 |127,836.70 | 17,084.18 | 5,202,388.37
December 2023 B | ‘
Provision for
impairment: ‘
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Land use |

Items rights | Software ‘ Brand | Patents Patents _ Total B
Carrying amount: :
Balance as at 31 4265373.53 | 1,207,083.58 | 110961175 | S1.613.93 572368279
December 2023 [ -
Balance as at 31 4,461,533.31 1,394,150.94 1104.967.79 | 59.261.96  6,019.914.00
December 2022 . | | |

5.15 Deferred Tax Assets

| 31 December 2023 ‘ 31 December 2022
. . I _ ——
Items Deductible Deferred tax Deductible Deferred tax
temporary assets temporary assets
| differences . differences o
Accrued expense 38,560,889.72 | 5,784,133.46  25523,072.87  3,828,460.93
payable )
Provision for credit 10.582,915.01 293743725 1581993701 2.372.99055
impairment I -
Provision for 14,041,24027  2,106,186.04 = 25958.795.92 |  3,893,819.39
impairment loss | | _
Deferred income 1,736,331.72 260,449.76 1,963,728.47 294,559.27
Share based payment 4,276,794.99 641,519.25 | 2,075,970.12 311,395.52
Unused special ' o i o
reserve- safety 527,923.23 79,188.48 295,055.60 44.258.34
production costs _
Deferred expenses 44.,617.04 6,692.56 - -
Total 78,770,711.98 11,815,606.80 71,636,559.99 | 10,745,484.00

5.16 Other Non-current Assets

Items 31 December 2023 31 December 2022
Prepaid equipment fee N 1,521,128.76 I L| 2 Zﬂm 1;
Other 48,914.85

Total 1,570,043.61

5.17 Short-term Borrowings

Items ' 31 December 2023 31 December 2022
Credit loan o | 8607248224 | 94776495420
Discounted notes‘receivable not due 1,376,829.46 1.851.637.34
and not derecognized T
Subtotal 88,349,311.70 96,616,591.54
Interest payable | 73,781.89 73,004.11
| Total o 88,423,093.59 96,689,595.65

5.18 Notes Payable

Category 31 December 2023 31 December 2022

Bank acceptance bills 109,912,629.56 | 71,622,947.94
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Category 31 December 2023 31 December 2022
Commercial acceptance bills : - 1,066,604.99
Total | 109,912,629.56 72,689,552.93
Notes: As at 31 December 2023, the Company has no notes payable matured but not
yet paid.
5.19 Accounts Payable
Items 31 December 2023 31 December 2022
Payables for goods 169,836,480. 11 165,366,173.48

Notes: No Significant accounts payable with aging of over one year as at 31 December

2023.
5.20 Contract liabilities

Items | 31 December 2023 31 December 2022
Advances for goods | 23,199,734.68 28,485,545.99
5.21 Employee Benefits Payable
(a) Details of employee benefits payable
Ttems 31 December Ir;}c;e;l:eo(itui;mg Dg(lzriaseo(:tlix:ng Exchange | 31 December
2022 porung CTEPOTUNE | gifference 2023
e . period period | -
Si‘r‘l’;i:““ employee 8.483,089.27 | 5847829193 | 56,533,719.33 | -157,649.28 | 10,270,012.59
Post-employment benefits- 74747165 | 6,883,11537 | 677398213 | -1337277 | 84323212
defined contribution plans
Termination benefits - 33,401.20 33,401.20 ‘.4 W ""‘ﬂu. -
— —— |
Total 9,230,560.92 | 65,394,808.50 | 63,341,102.66 ,ﬁz‘r ;.Qgg dgq-mmﬂ"rh

(b) Short-term employee benefits

— 117 "5{4““

f?“ G

31 December

| Increase during

Decrease during

. - Exchange 31

Items 2022 the repprtmg the repprtmg difference 2023
) | | period ,_ period
Salaries, bonuses, | 673602096 | 50.261,317.99  48,476,713.02 | -127,185.50 | 839344943
allowances and subsidies 2 | 1 | B
Employee benefits ' - | 1,073,805.33 | 1,073,805.33 - -
Social insurance 251,285.90 2,954,027.32 2,879,999.73 -4,806.71 320,506.78
Health insurance 210,816.55 2,485,693.08 2,422.835.78 -4,038.86 . 269,634.99
Injury and maternity 37,381.28 359,966.58 351,009.46 697.93 | 4564047
insurance | . ) T
Maternity compensation 3, 088 07 108,367.66 106,154.49 | -69.92 5,231.32
Housing accumulation fund 49745427 3,195,653.19 3,126,535.63 I -8,870.53 557,701.30
Labour unjon funds and 998,319.14 993,488.10 976,665.62 | -16,786.54 | 998355.08
employee education funds o L T

Total 8,483,089.27 | 58,478,291.93 56,533,719.33 | -157,649.28 ' 10 270 012.59

(c) Defined contribution plans

60



Neway Valve (Suzhou) Company Limited

Notes to the financial statements

| Increase Decrease
Ttems |31 December | during the during the Exchange [31 December
2022 reporting reporting | difference 2023
period period | |
Post-employment 747,.471.65 |6,883,115.37  6,773,982.13 | -13,372.77 | 843232.12
benefits: T , |
1. Basicendowment | ;5 597 65 16,673,026.35 | 6,569,165.23 | 12,837.88 | 809,500.89
insurance | _ ) o
2. Unemployment 29,894.00 | 209,189.02 | 204,816.90 -534.89 | 33,731.23
insurance _ |
Total ‘ 747.471.65 |6,883,115.37 | 6,773,982.13 ‘ -13,372.77 | 843,232.12
(d) Termination benefits
31 Increase during | Decrease during Exchange | 31
Items December | the reporting the reporting & fferen% . December
- 2022 period period | 2023
Employees | : 33,401.20 33,401.20 : ;
compensations |
5.22 Taxes Payable
Items 31 December 2023 31 December 2022
Corporate income tax 2,034,308.12 3,142,980.09
Individual income tax 1,785,213.66 973,523.73
Utban maintenance and 160,782.79 24872535
construction tax
Stamp duty 70,864.71 88,796.09
Property tax 83,464.05 84,296.54
Land use tax 11,904.85 12,106.72
Total 4,146,538.18 !%m? , ;;%f‘;‘-ﬁz.&”
i ;‘i ‘il':-: A K I."_'I_g-ll'__'.'_‘,_p
5.23 Other Payables VI vy 4
Ttems 31 December 2023 bet20
Accrued expenses 23,495,102.66 24,467,05
Advanced payment by intragroup related 16,591,166.64 502.465.71
party -
Other transactions 11,722,068.90 -
Intragroup related party loans 8,188,967.48 -
Accrued expense payable 1,876,767.70 3,283,143.03
Equipment engineering payable 1,146,680.23 1,484,412.43
Guarantee fund 322,241.55 287,103.50
46,840.68 43,584.22

Other

Total

63,389,835.84

30,157,768.79
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5.24 Non-current Liabilities Maturing within One Year

Items 31 December 2023
Long-term loan due within one year 70,361,898.24
Total 70,361,898.24

31 December 2022
43,105,251.32
43,105,251.32

5.25 Other Current Liabilities

Items

Notes receivable that have been
endorsed but not expired and have not
been derecognized

Cost of providing service

Tax payable-reclassification from
credit balance of VAT payable

Total

31 December 2023

8,231,117.03

2,555.738.31

1,997,871.28

12,784,726.62

31 December 2022

19,777,516.08

2,410,437.19

2,915,851.30

25,103,804.57

5.26 Deferred Income

(a) General information of deferred income

Increase Decrease |
31 December = during the during the Exchange |31 December
Items . . )
2022 reporting reporting difference 2023
i - | _ period | period - L
gr‘;zfsmmem 197928333 | 206443.90  418,155.67  -31,239.84 | 1,736331.72
b) Items related to government grants
g g
Riflofgrlls_ed Recognise
31 dIn(freas}fl: operating d.m other Exch ]D — Fela;ed 1'co
Ttems December unng‘t € e 1n§:0me ?(c ange 3 ecember-.asgets Relate
2022 reporting during the during the | difference v 3t
period R ljgting repm:tin g
o o period | Peried
Energy
independent
innovation
and key | |
industries |
revitalization | Related
and 1,313,715.06 - . 179,677.38 -20,408.70 |1,113,628.98 = eated to
technological assets
reform
(energy
equipment) '
project in |
2014 | - | . . il
Technologica |
1 innovation | | | Related to
. 85,760.85 - - | 32,034.40 | -2,830.61 @ 150,895.84
during 2015- assets
2017 _ |
New |
generation |
CAP series Related to
- - . - X 1 .
PWR of | 120,849.26 14,237.50 | -1,896.50 04,715.26 P
nuclear
power plant
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Recognised .
in non- Re'cognlse |
31 Increase oBeratin d in other Related to
I during the P g income |Exchange [31 December |assets/Relate
tems December . income . .
reporting . during the |difference 2023 d to profit or
2022 . during the .
period reporting reporting loss
period period
Low leakage '
nd fos I Related t
fugitive high- | 150,762.43 | 42,712.53 - 192,206.39 | -1,268.57 - assets ©
end valve
project
Intellectual
property in
the field of 64,612.47 - - .| -1,07738 6353509 Relatedto
high-end assets
valve project B
Trademark,
brand
cultivation 143 ,583.26 _ ) . 239417 | 141,189.09 Related to
and assets
protection |
project - |
Metal
materials for | |
liquid |
hydrogen
applications - 121,018.84 - - | 100811 | 12001073 | Reledto
and liquid ' assets
hydrogen |
valve |
products |
Intellectual ‘
property and
standards _ 4271253 ; .| 35580 | 4235673 Relatedto
. . assets
integration ‘
project | N | o
Total 1,979,283.33 1206,443.90 - 418,155.67 |-31,239.85 |1,736,331.71 /
/i3
Al ) \\
5.27 Share Capital AT P
P SIS e
. : . AL
, 31 December Changes during the reportlnﬁerloﬁﬂ-) ’ o i
ems 2022 New |Bonus | Capitalisatio Others = tgf“
N issues |issues |n of reserves -/
Neway Group '
Co., Ltd, | 2,221,836.75 - - | - | -
Wang Baoging 18,029,040.91 - - - - - | 18,029,040.91
— = . !
Lu Bin 18,029,040.91 - - - - - | 18,029,040.91
Cheng Zhangwen | 18,029,040.91 - - - - - | 18,029,040.91
Xi Chao 18,029,040.91 - - - - - | 18,029,040.91
Public unit 36,753,837.04 - - - - : - | 36,753,837.04
_——— " - —L - .l —
Restricted stock - - - - 11,577,585.00 11,577,585.00 | 1,577,585.00
Total 111,091,837.43 - - - [1,577,585.00 1,577,585.00 112,669,422.43

Note: In the year 2023, the company implemented a restricted stock incentive plan,
granting a total of 11,326,587 shares of restricted stock to 116 employees, with a grant
price of USD 1.02 per share. This resulted in an increase in share capital of USD
1,577,585.00 and a transfer to capital surplus of USD 2,299,896.89. Concurrently,
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inventory stocks and other accounts payable were confirmed at USD 11,563,700.07.

5.28 Capital Reserves
Ttems | 31 December :Iri}clge;l:eocll.ltli;mg Decrease during the | 31 December
2022 POTURE | reporting period 2023
- - 1 period
Capital premium
(share premium) 119,740,807.78 | 9,9236,115.07 | - 129,726,922.85
Other capital reserves 5,887,867.39 3,494,266.80 - 9,382,134.19
Total 125,628,675.17 | 13,480,381.87 - 139.109.057.04
5.29 Treasury Stock

' Increase during

| 31 December Decrease during the | 31 December

Tiems 2022 the reporting |~ rting period 2023
. N period T
Treasury stock | - 11,563,700.07 - 11,563,700.07
|

Note: The Verification Report confirmed that as of November 2, 2023, the company
had received subscription payments for 11,326,587 shares of restricted stock from 116
incentive recipients, totaling USD 11,563,700.07.

5.30 Other Comprehensive Income

Changes during the reporting period
[ Less: Ttems [
| previously
recognized in . .
Items 31 December 2022 other Less: Attributable Attributable to | 31 December
Amount . Income non- 2023
comprehensive to owners of .
before tax : . tax controlling
income being expenses the Company interest
reclassified to
current profit or
loss S
Exchange
differences
on
o elating 20,037,166.42 | -4,067,418.73 ; ; #ﬁ s
foreign E
operations 2 |l

5.31 Specific Reserves

31 December | Increase dupng Decrease d1_1r1ng 3%‘,
Items the reporting the reporting
| 2022 . . 2023
- | . period | period —
Safety fund 304,291.57 | 850,802.87 611,017.91 544,076.53
5.32 Surplus Reserves
Changes Ig::l?;lse Decrease
Ttems 31 December of 1 Janvary the g during the |31 December
2022 accounting 2023 . reporting 2023
policy reporting period

| period
Statutory
surplus 57,738,517.21 - 57,738,517.21 - - 57,738,517.21
reserves | |
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5.33 Retained Earnings

Items

Balance as at the end of last period before
adjustments

Adjustments for the opening balance (increase
/(decrease))

Balance as at the beginning of the reporting
period after adjustments - -
Add: net profit attributable to owners of the
parent company for the reporting period

Less: Transfer to statutory surplus reserves

2023

2022

172,504,571.33

133,330,414.97

172,504,571.33

133,330,414.97

| 98,279,594.93

66,062,348.07

R 1 .....
Common stock dividends payable ! 38,073,378.80 26,888,191.71
Balance as at the end of the reporting period : 232,710,787.46 172,504,571.33
5.34 Revenue and Cost of Sales
2023 2022
Items i —
Revenue Costs of sales Revenue Costs of sales

Principal 646,722,090.63 | 460,026,466.53  502,698,708.88 | 361,927,787.67
activities | o
Other activities 2,559,391.03 4,150,618.69 1,901,470.56 1,652,304.17

Total 649,281,481.66 | 464,177,085.22 504,600,179.44 363,580,091.84

5.35 Taxes and Surcharges

Items 2023 2022
gﬁ:&fgﬁgi‘iﬂce and 149210515 1,356,581.53
Educational surcharge B 1,065,789.39 f 969 004.00
Property tax 336,655.81 ,"J-

Land usage tax : 48,019.39_ |
Stamp duty : 351,249.55 ‘ |
Other o 2,654.61 48¥.65

Total 3,296,473.90 2,971,383.15
5.36 Selling and Distribution Expenses

Items 2023 | 2022
(ng)erfl;‘fsfs;‘)"ce expense N 1044076478 l 9,587,585.96
Employee's compensation 10,151,625.44 I 9,502,538.95
Packing expense 6,131,864.71 - 5,386,564.51
Con_tract penalty o o 1,702,265.56 3,920,573.22
After service fee a 1,782,871.34 1,893,471.64
Business entertainment e;cpense N 748,216.05 - 460,410.82
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Items

Market development expense

Travel expense

Advertising fee

Commodity inspection fee
Administrative expenses
Others

Total

2023 2022
313,830.78 457,609.23
050,341.65 425,588.85
 449,132.06 . 383,600.75
128,659.18 237,696.18
111,586.49 127,818.19
' 4,028287.95 2,667,851.53

36,939,445.99

35,051,309.83

5.37 General and Administrative Expenses

Items |

Employee's compensation

Property costs |

Depreciation

IT software fee

I—

Third-party verification fee

Rental fees

Business entertainment expense

Communication fee
Car expenses o |
Travel expen;es
Material consumption
Office expenses
Consulting service fee
Legal expenses
Amortization éf intangible assets “

Other

Total

2023 2022
7,231,015.93 6,453,654.32
1,316,515.67 C1L,167,847.71

768,493.97 N 692,998.13
618,387.88 441,510.32
342,136.01 268,781.84
547,444.83 | 181,877.05
141,670.14 | 129,724.04
144,628 88 104,767.76
0551984  101,897.59
 83,510.88 | 46,269.83
4785386 | 38,382.63
2023837 36,846.40

on

96,977 KA pre s
E— Y * {. ‘f £
12,143.05 | 137

24,319.07

1,065,264.19 |

12,545,503.87

5.38 Research and Development Expenses

Items
Material consumption
Staff expenses

Labour expenses

Depreciation

Rental fees

Test inspection fee

2023 2022
18,277,249.61 11,405,152.87
7,387,101.15 7,974,384.11
376,364.02 624,788.92
584,002.22 583,713.80
139,087.83 61,823.52
8720804 C260,724.01

66



Neway Valve (Suzhou) Company Limited

Notes to the financial statements

Items 2023 2022
Consulting service fee 130,333.01 157,653.14
Software maintenance fee 121,305.78 123,170.17
Third-party verification fee_ 46,253.10 ! 41_,79@
Business entertainment expense 71,990.49 41,191 ;
Travel expenses 106,060.03 | 32,031.62
Utility bills 49,528.96 42,087.20
Office expenses ) 21,544.91 ‘ - 1;7,_7 1-8.95:
Other B 306,800.89 | 199,040.02
iﬁiﬁ;ﬁaﬂdm _ 16,921,485.80 . ) '

Total 20,784,334.24 21,656,170.97

Note: The negative amount for research and development prototypes represents the
audit adjustment transferred from prototype sales costs.

5.39 Finance Costs
Items 2023 2022
Interest expenses 4,369,403.88 2,720,438.92
Includ3ng.: ‘Ir‘xterest expenses for ) 17,904.04
lease liabilities ’
Less: Interest income 5,931,989.53 2,076,807.58
Net interest expenses -1,562,585.65 643,631.34
Net foreign exchange losses -5,280,581.95 -11,885,369.07
Bank charges 1,038,160. 39! 858.03
g g
Total -5,805,007.400 WA 1 T AT
5.40 Other Income Ej %7( :g Fﬁ %

Items

1. Government grant recognised in T

other imcome
Including: Government grant related
to deferred income (related to assets)

Government grant directly
recognised in current profit or loss
(related to income)
2. Others related to daily operation
activities and recognised in other
income B
Including: Charges of withholding
individual income tax

Total

Related to assets /income

Related to assets

Related to income

2023 2022

3,659,601.78 ' 1,127,529.91
418,155.67 | 237,923.90

i

324144611 | 889,606.01
37,363.51 | 45.256.78
37,363.51 | 45256.78

3,696,965.29 |1,172,786.69

5.41 Investment Losses
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Ttems | 2023 2022
S - - — - I
Investment income from long-term equity 1,096,848.23 )
investments under cost method o | -
Wealth management products and structured 5.359.62 156,037.78
deposit income - | -
Gain on discounting of bills ("-" indicates a loss) =232, 212 92 -308,401.76
Forward foreign exchange contract losses -11 915,486.14 ‘ -
Total -11,045,491.21 | -152,363.98

5.42 Gains from Changes in Fair Values
Sources of gains on changes in fair value 2023 2022
Financial liabilities held-for-trading 335,729.32 -
5.43 Credit Impairment Losses

Items 2023 2022
Bad debt of accounts receivable -5.31,047.37 2,570,948.89
and contract assets B

Total -5,23 1,047.37 -2,570,948.89
5.44 Asset Impairment Gains/ (Losses)

Items 2023 2022
Impairment of inventories I 1,469,224.29 -2,804,898.44
Impairment of contract assets 1,061,317.38 -1,640,040.94

Total 2,530,541.67 | -4 444,939.38

5.45 Gains/ (Losses) from Disposal of Assets

@,fz}#ﬁ%ﬂf #ﬁﬁﬁz&w%‘j

Items 2023 I 7032 fﬁ E
Gains/(losses) from disposal of |
fixed assets, construction in
progress, right-of use assets and -45,625.13 103,510.71
intangible assets not classified as
held for sale -
Including: Fixed assets ' -45,625.13 115,290.85
Right-of use assets ‘ - -11,780.14
Total | 145,625.13 103,510.71
5.46 Non-operating Income
(a) Details of non-operating income
' i Recognised in
Ttems 2023 | 2022 current
 extraordinary gains
— [ | | andlosses
Non-payable liabilities | 3,333,192.48 - 3,333,192.48
Gains from disposal of 35,967.47 | 18,585.65 35,967.47
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hems ‘ 2023 2022
fine & donations (“-* for | o
losses) = . - -
Gains fr“o?‘l disposals of 275 46,339.73
others (- for losses) |
Compensation - 204,275.36
Total 3,369,162.70 | 269,200.74

Recognised in
current
extraordinary gains
and losses

275

3,369,1 62.76

Note: The company reached an out-of-court settlement with Channel and HI ASMUSS.
According to the settlement agreement, the company was required to pay 4.35 million
New Zealand dollars. However, as the company had commercial comprehensive
liability insurance, this case was covered by the insurance policy. On January 10, 2024,
the above amount was compensated by the insurance company, and the settlement took
effect, resulting in a non-payable liability for the company.

5.47 Non-operating Expenses

Recognised in
Ttems 2023 2022 current
extraordinary gains
I i I | -~ and losses
External donation 22,068.14 23,349.00 22,068.14
Non-current assets damage 1,842.69 89,192.06 1,842.69
Fine expenditure 77.37 - 77.37
Others - 140.73 -
Total 23,988.20 112,6811229 23,988.20
~—
5.48 Income Tax Expenses Igﬁémﬁ ( —
1 L A =2 2

(a) Details of income tax expenses L % i péégzﬂﬁﬂﬂ}%%ﬁ}‘

Ttems 2023 7
Current tax expenses 13,910,089.89 11,592,977.59
Deferred tax expenses -1,259,791.91 -1,914,570.32

Total 12,650,297.98 9,678,407.27
5.49 Supplementary Information to the Statement of Cash Flows
(a) Supplementary information to the statement of cash flows

Supplementary information | 2023 2022

(i) Adjustments of net profit to cash flows
from operating activities: - - -
Net profit 98,279,594.93 66,062,348.07
Add: Provisions for impairment of assets -2,530,541.67 4,444,939.38
Impairment Loss of Credit 5,231,047.37 2,570,948.89
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Supplementary information

Deprematlon of fixed assets, Investment
Properties, oil and gas asset and productive
biological assets

Depreciation of right to use assets

Amortlsatlon of intangible assets

Amortlsatlon of deferred income

Losses /(gains) on disposal of fixed assets,
intangible assets and other long-term assets

Finance costs /(income)

Investment losses /(income)

Decreases /(increases) in deferred tax assets

Decreases /(increases) in inventories

Employee stock ownership plan expenses

| 2023 2022
8,113,225.70 6,887,480.94
B T 135,693.84
N 519,106.86 563,018.46
418,155.67 237,923.90
| 45,625.13 -103,510.71
-6,843,167.61 | .0,164,930.14
11,045,491.21 152,363.98
.1259.791.91 -1,014,570.32
22,324,172.74 | -57,576,103.90
1,155,057.50

2,188,842.35

Decreases /(increases) in operating
receivables

Increases /(decreases) in operating payables

Restricted cash reduction

-56,458,314.49

1,070.47

Net cash flows from operating activities

61,172,487.71 | .

97,598,658.98

-36,991,568.25

88,723,710.24
5,391,976.82
70,574,778.70

(ii) Significant activities not involving cash
receipts and payments:

Conversion of debt into capital

Convertible corporate bonds maturing within R

one year
Assets under leases(other than leases under

simplified method)

Vendor financing arrangements not
involving cash receipts and payments
(iii) Net increases in cash and cash
equivalents:

Cash at the end of the reportmg penod

Less: Restricted cash at the end of the
reporting period

136,409,380.23 |

2.13

| :
@hmiﬁﬁ%ﬁf #THPJJ;LT%
i

]

YHE

80,697,546.06

1,072.60

Less: Cash at the beginning of the reporting
period

80,697,546.06

52,103,864.75

Add: Restricted cash at the beglnnmg of the
reporting period

1,072.60

5,393,049.42

Add: Cash equivalents at the end of the
reporting period
Less: Cash equivalents at the beginning of
the reporting period

Net increase in cash and cash equivalents

i

‘ 55,712,904.64 |

33,985,658.13

(b) The components of cash and cash

equivalents

Items

31 December 2023

31 December 2022

Ei) Cash

136,409,378.10 |

80,696,473.46
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Items 31 December 2023 31 December 2022
Including: Cash on hand_ o o - o -
. ;?:iilrllsl;ank available for 136,400,273 81 80,696,365.23
Other monetary funds available 104.29 108.23

for immediate use

(ii) Cash equivalents - -

(iii) Cash and ca§h equlyalents at the 136,409,378.10 80,696,473.46
end of the reporting period

Including: Restricted cash and cash
equivalents

5.50 Restricted Assets

Carrying amount at 31
Item: Reason
tems December 2023 | )
i Bank's acceptance of draft
. i rantee d i
Cash and cash equivalents 2.13 | depos1t an.d gua eposit
with a period of less than one
| year
5.51 Government Grants
(a) Liability items that involve government grants
Items | I . ‘ (?unt . Amount
. nerease in - |recognised in .o
presented in B . Irecognised in Related
alance as at | government |[non-operating .
the . . other income | Exchange [Balance as at 31 [to assets
31 December |grants during | income . .
statement of .2 . during the | difference |December 2023 or
P . 2022 the reporting | during the .
inancial . . reporting income
s period | reporting |
position . period
| | period | — L
Deferred 1,979.283.33 | 206,443.90 ‘ 418,155.67 | 3123984 | 1,736331.72 |Related
mcome | | to assets
Total 1,979,283.33 | 206,443.90 - : 418,155. 67 -31,239.84 1,736,331.72

(b) Government grants recognised in current profit or loss

Items presented in income 2023 | 2022
statement _
Other income 3,696,965.29 1,172,786.69
Total 3,696,965.29

5.52 Leases

(a) The Company as a lessee : -

Items 2023
Expenses for short-term lease under simplified 2,420,044.35
method - |
Cash outflows related to leases 2,420,944.35

(b) The Company as a lessor

The Company did not act as a lessor in the current period.
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6. RESEARCH AND DEVELOPMENT EXPENDITURES

6.1 R&D expenditures by nature

Items 2023 2022
Material consumption | 18,277,249.61 11,495,152.87
Staff expenses ] 7,387,101.15 7,974,384.11
Labour expe;ses ! 376,364.02 624,788.92
Depreciation a ‘ 584,002.22 583,713.80
Rental fees 139,987.83 61,823.52
Test inspection fee  87,298.04 ©260,724.01
Consulting service fee 130,333.01 157,653.14
Software maintenance fee 121,305.78 | 123,170.17
Third-party verification fee  46,253.10 41,790.88
Business entertainment expense . 71,990.49 41,191.76
Travel expénses | 106,060.03 32,031.62
Utility bills 49,528.96 a 42,987.20
Office expenses I 21,544.91 17,718.95
O?ler ' 306,800.89 | 199,040.02
Il){r(z)ste(:)a;ryzl; and development -6,921,485.80 | -

Total _ 20,784,334.24 21,656,170.97
Including: Bxpensed R&D 20,784,334.24 21,656,170.97
expenditures -

Capitalized R&D | A
expenditures ! A4 ™

G INIE R,
Note: The negative amount for research and development p tot&?é’gz:r‘cg%;/af Sen:

L& 5 Mgy

The inputs used in the fair value measurement in its entirety are to be classified in the-. /
level of the hierarchy in which the lowest level input that is significant to the
measurement is classified.

audit adjustment transferred from prototype sales costs.

7. FAIR VALUE DISCLOSURES

Level 1: Inputs consist of unadjusted quoted prices in active markets for identical assets
or liabilities.

Level 2: Inputs for the assets or liabilities (other than those included in Level 1) that are
either directly or indirectly observable.

Level 3: Inputs are unobservable inputs for the assets or liabilities

7.1 Assets and Liabilities Measured at Fair Value at 31 December 2023
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Items

Level 1

Fair value at 31 December 2023

Level 2

Recurring fair value measurements

(a) Accounts receivable financing

Nonrecurring fair value
measurements

| Level 3 Total
- 17,537,440.41 17,537,440.41

] %7,537,440.41_"7,537,440.41
| /23744041

8. RELATED PARTIES AND RELATED PARTY TRANSACTIONS

8.1 General Information of the Parent Company

(a) Ultimate controlling party of the Company

The ultimate controlling party of the Company: Baoqing Wang, Bin Lu, Chao Xi and
Zhangwen Cheng. The foregoing four are parties acting in concert. As of December 31,
2023, Wang Baoging, Lu Bin, Xi Chao and Cheng Zhangwen held 64.92% of the shares
and 64.92% of the voting rights of the Company.

8.2 General Information of Subsidiaries

L. | .
Principal | Registration Business Shareholding Acquisition
Name place of ] | t - = thod
business place | nature Direct |Indirect e
; ‘ Combination
NEWAY INDUSTRIAL . Manufacture
(SUZHOU) CO., LTD. China Suzhou of castings 90.07 9.93 | un‘(:i(;crn tizrlne
NEWAY INDUSTRIAL Manzc nure " Combination
MATERIALS (DAFENG) China Dafeng of cgs fines 87.75 12.25 | under same
CO., LTD. e & control
BESTWAY Combination
TECHNOLOGIES China Hong Kong Investment | 100.00 - | under same
LIMITED |- | control
Combination

DONGWU MECHANICAL . . Valve .
(WUJTANG) CO., LTD. China Wujiang | | oufacture | 9000 - “ndf:‘(')ggf)‘;’rem
SUZHOU HECHUANG Testin o
TESTING TECHNOLOGY | China Wujiang csune - | 60.00  Establish
CO., LTD. serviee
NEWAY OIL EQUIPMENT . Valve
(SUZHOU) CO., LTD. China Suzhou | - onufacture | 2317
NEWAY PRECISION R Danufachie
FORGING (LIYANG) CO., China Liyang £ casti 100.00
LTD. . of castings ‘
NEWAY FLOW CONTROL | . [ < Valve !
(SUZHOU) CO., LTD. China Suzhou manufacture 100.00
NEWAY FLOW
ES%%% G)CO China Lianyungang | Valve Sale 60.00 - | Establish
LTD. _
Do 1D China Yantai | ValveSale | 100.00 - | Establish
NEWAY FLOW |
TECHNOLOGY China Chengdu Valve Sale - 60.00 | Establish
(CHENGDU) CO., LTD. |
II::IEQ gf;{&%ngFI{]IEJI(ED America America Valve Sale - | 100.00 | Establish
II\II\]IECW AY FLOW CONTROL America America Valve Sale 100.00 : - | Establish
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Prdcipal Registration Business Shareholding% Acquisition
Name place of 1 i — 1 thod

business place HETHEE Direct Indirect metho
NEWAY VALVE . . ! ' o
INTERNATIONAL INC America America ! Valve Sale 100.00 ‘ - Establish
g]i,WAY VALVE (EUROPE) Netherlands | Netherlands | Valve Sale 100.00 - Establish
QEVAY VALVE (EUROPE) | pyy Ttaly Valve Sale -1 10000 | Establish

- - SR . 1

NEWAY VALVE . . .
(SINGAPORE) PTE.LTD Singapore Slngapo?e VaI\iSale 100.00 - | Establish )
PN;E\:V AY FLOW CONTROL UAE UAE Valve Sale 100.00 - Establish
NEWAY FLUID i | vave T
EQUIPMENT VIETNAM Vietnam Vietnam manufacture - | 100.00 | Establish
COMPANY LIMITED . mand _ )
NEWAY VALVE WEST S N Valve .
AFRICA FZE Nigeria Nigeria | ture | 100-00 - | Establish

8.3 Other Related Parties of the Company

Name

NEWAY GROUP CO., LTD.

NEWAY CNC EQUIPMENT (SUZHOU) CO.,

LTD.
MAINTENANCE SERVICES GULF

Relationship with the Company

Companies under the same control of ultimate
controlling shareholders

Companies under the same control of ultimate
controlling shareholders

Joint ventures with significant impact

ABAHSAIN NEWAY INDUSTRIAL
COMPANY LIMITED

Associated enterprises with significant impact

DIRECTORS, SUPERVISORS, CFO AND

BOARD SECRETARY

Key management personnel

8.4 Related Party Transactions

(a) Purchases or sales of goods, rendering or receiving of services

Purchases of goods, receiving of services:

Related parties

NEWAY CNC EQUIPMENT (SUZHOU)
CO., LTD.

NEWAY CNC EQUIPMENT (SUZHOU)
CO., LTD.

NEWAY GROUP CO., LTD.

MAINTENANCE SERVICES GULF

NEWAY INDUSTRIAL MATERIALS '

(SUZHOU) CO.,LTD.
NEWAY INDUSTRIAL MATERIALS
(SUZHOU) CO.,LTD.

NEWAY INDUSTRIAL MATERIALS
(DAFENG) CO.,LTD. -
NEWAY INDUSTRIAL MATERIALS
(DAFENG) CO.,.LTD

NEWAY OIL EQUIPMENT (SUZHOU)
CO.,LTD.

DONGWU MECHANICAL (WUJIAN G) N

CO.,LTD. -
NEWAY PRECISION FORGING (LI YANG)
CO., LTD.

Nere |
Equipment 2,955 #ﬂ?ﬂ i 3 913.87
Cost 11{323 3215;:’”'5"“5’)”’/?%??‘
et B AR %‘
| propertyfees
Cost 82,946.92 14 osé‘ 's'
Materials 55,802,818.95 | 55,632,331.1—6
Cost 3,710,982.63 3,494,988.66
Materials 18,160,361.06 22,582,475.19
Cost 1369.888.05 | 1,202,468.00
Materials 1,667,618.06 Il 1,025,301.17
 Materials 175,483.10 | 288,495.02_
Materials 25,842,756.64 .. 16,912,043.25
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Related partics | Natureoftho 2023 2022
o | transaction(s)
Iélgwfg( DPRECISION FORGING (LI YANG) Cost 660,758.86 282,769.53
NEWAY FLOW CONTROL (SUZHOU) . '
CO., LTD. ) ) B Materials - 328,126.83 : -
NEWAY FLOW CONTROL (SUZHOU) 27240 |
CO., LTD. | Long-term assets | 10,222,272.40 ! -
NEWAY FLOW TECHNOLOGY | | 4 55 |
(LIANYUNGANG) CO., LID. | O |l -
NEWAY VALVE INTERNATIONAL INC Materials - 156,474.44
NEWAY VALVE (EUROPE) S.R.L Commissioned R&D 615,960.12 649,352.99
exp_enses |
NEWAY FLOW CONTROL FZE Materials 4,117,011.87 672,565.86
Sales of goods and rendering of services:
. Nature of the
Related parties transaction(s) 2023 2022
IﬁIfIXVAY INDUSTRIAL MATERIALS (SUZHOU) CO., Goods 360,078.60 14,806.44
NEWAY OIL EQUIPMENT (SUZHOU) CO., LTD. Goods 112,178.15 391,421.36
DONGWU MECHANICAL (WUJIANG) CO.,LTD. Goods 5,715.16 -
NEWWAY FLUID TECHNOLOGY (LIANYUNGANG) Goods 5.014.63 66.474.20
¢o,ttbo. B - R T
NEWAY TECHNOLOGY (YANTAI) CO., LTD. Goods 25,071.39 45,737.23
NEWAY FLOW TECHNOLOGY (CHENGDU) CO., LTD. Goods 4,782.80 -
NEWAY FLOW CONTROL INC Goods | 59,565,623.93 | 32,777,345.69
NEWAY VALVE (SINGAPORE) PTE.LTD Goods 13,896,565.10 | 12,817,123.79
NEWAY VALVE INTERNATIONAL INC Goods 46,841,022.12 | 38,419,498.30
NEWAY VALVE (EUROPE) B.V. Goods 11,130,760.89 |  9,123,799.91
NEWAY VALVE (EUROPE) S.R.L Goods 47,836,393.55 | 15,416,981.43
NEWAY VALVE WEST AFRICA FZE Goods 3,043,139.37 | 2,976,162.31
ABAHSAIN NEWAY INDUSTRIAL COMPANY '
4
LIMITED - | Goods 5,815,307.41 | 4.509.782.07
MAINTENANCE SERVICES GULF Goods : 2,898.69
Tl
(b) Leases g A
L & 5, g/ﬂﬁu 7
The Company as lessee: ,ﬁj‘ﬁ
N S o
T . 71J
| 2023 —UH
: —
Expenses for  |Variable lease
The lessor Type of short-term lease | payments not a Le:;te for e;n(t;resto £ Increase in
assets | andlease of low | includedin | P®™ pense right-of-use
current lease
value asset under lease eiod ligbilities assets
B |simplified method | liabilities P 1t B
NEWAY GROUP o
CO., LTD. .Bulldmg ! 539,048.93 - | 539,049.22 - -
NEWAY PRECISION |
FORGING (LIYANG) Building 110,485.93 - 125,852.44 - -
CO., LTD. B , B . o B
NEWAY FLOW |
CONTROL Building 2,064,101.12 - 11,759,909.89 - -
(SUZHOU) CO.,
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i 2023
Expenses for ~ Variable lease I R
The lessor Type of short-term lease | payments not a Le:rslte for :ntir::to £ Increase in
assets | andleaseof low | includedin | PP “xpe right-of-use
current lease
value asset under lease eriod liabilities assets
simplified method | liabilities P R B
LTD. |
(Continued)
\ 2022
' T ¢ Expenses for Variable lease Interest
The lessor YPEOL | ghort-term lease  payments not Lease expense of Increase in
assetS | and lease of low | included in payment for Iiease rright-of-use
value asset under lease current period liabilitics assets
~ |simplified method | liabilities |
NEWAY GROUP o '
CO., LTD. N Building 178,131.35 - 194,163.17 ‘ - -
NEWAY PRECISION
FORGING (LIYANG) (Building 63,446.37 - 69,156.55 - -
CO., LTD. N B B
NEWAY FLOW
CONTROL Building 712,671.84 - - - -
(SUZHOU) CO., LTD. | |
(c) Transfers of assets and debt restructuring
Related parties ‘ Amount Effective date | Expiry date
Lending
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 433,005.05 | 2021/10/14 2023/1/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. | 594,280.91 |  2021/10/14 '_ 2023/1/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 169,426.91 2021/10/19 | 2023/1/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 183,545.82 2021/10/22 2023/1/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 141,189.09 2021/1111 2023/1/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 1,920,171.69 2021/11/1 2023/1/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 70,594.55 2021/11/1 | 2023/1/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 70,594.55 M 2023/1/31
23/1/31

NEWAY PRECISION FORGING (LIYANG) CO., LTD. 70594547 | [2020/(14g A;r,if’hﬁ“@/,?/ :

NEWAY PRECISION FORGING (LIYANG) CO., LTD. | 70,594.55 | fAbAAR, |-
|
|

NEWAY PRECISION FORGING (LIYANG) CO., LTD. 494,161.83 | [ 2021154 e,
NEWAY PRECISION FORGING (LIYANG) CO., LTD. | 141,189.09 | 20 ‘sﬂog;a/zsf ]
NEWAY PRECISION FORGING (LIYANG) CO., LTD. | 9428579 | 2021/12/1 B3y
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 141,189.09 | 2021121 [ 202373/
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 282,378.19 | 2021/12/3 | 2023/3/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. | 423,567.28 2021/12/7 | 2023/3/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 42356728 | 202171215 | 2023/4/30
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 28237819 | 2021/12/16 | 2023/4/30
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 70594547 | 2021/12/24 | 2023/4/30
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 141,189.00 | 2021/12/28 | 2023/4/30
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 141,189.09 2022/1/7 2023/4/30
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 141,189.00 | 2022/1/11 2023/4/30
NEWAY PRECISION FORGING (LIYANG) CO., LTD. | 564,756.38 2022/1/14 2023/5/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. | 141,189.09 |  2022/1/14 2023/5/31
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Related parties

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LID.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

Amount Effective date | Expiry date
141,189.09 2022/1/17 | 2023/5/31
3,953,294.65 2022/1/24 | 2023/10/31
| 141,189.09 | 2022/1/26 | 2023/1031
| 733369.97 | 2022/1/26 | 2023/10531
060,899.16 |  2022/1/26 |  2023/12/31
1,946,835.26 2022/1/31 | 2023/1231
312,896.14 | 2022228 | 2023/12/31
141,189.09 2022/3/15 | 2023/12/31
282,378.19 2022317 | 2023/12531
C 141,189.09 2022/3/18 | 2023/1231
677,059.52 2022/3/31 | 2023/12/31
141,189.09 | 202242 | 2023/12/31
R 141,189.09 2022/4/14 | 2023/12/31
R 564,756.38 2022/4/15 | 2023/12/31
705,945.47 2022/421 | 2023/12/31
772,593.93 2022/4/30 | 2023/12/31
141,189.09 2022/5/5 | 2023/12/31
494,161.83 2022/5/13 | 2023/12/31
211,783.64 2022/5/16 | 2023/12/31
7059455 | 2022/517 | 2023/12531
141,189.09 | 2022/5/17 |  2023/12/31
_] 35297274 | 2022/5/18 | 2@3/@
141,189.09 2022/5/19 | 2023/12/31
847,134.57 2022/5/23 | 2023/12131
352,972.74 2022/5/24 | 2023/12/31
366,776.86 2022/5/31 | 2023/12/31
141,189.00 | 2022/6/2 |  2023/12/31
564,756.38 2022/6/8 | 2023/12/31
211,783.64 2022/6/9 | 2023/12/31
564,756.38 2022/6/10 | 2023/12/31
564,756.38 2022/6/15 202312531
141,189.09 | 31
141,189.00 | /
27047852/ E;Lz/g‘,ag “—"f‘mgﬁ ) f
70,594.55 | 202272 2@/1281# f
. 282,378.19 2022/7/2?'_*\256&%"1;‘23”‘;*\/
| 141,189.09 | 2022726 | 20237124,
| 70,594.55 2022/7/29 | 2023/12/31
1,975,103.90 2022/7/31 | 2023/12/31
282,378.19 2022/8/15 | 2023/1231
141,189.09 2022/8/16 | 2023/12/31
70,594.55 2022/8/18 | 2023/12/31
70,594.55 2022/8/26 | 2023/12/31
R 550,811.26 2022/8/31 | 2023/12/31
70,594.55 2022/9/1 | 2023/12/31
211,783.64 2022/9/6 | 2023/12/31
423,567.28 | 2022/9/8 | 2023/12/31

NEWAY PRECISION FORGING (LIYANG) CO., LTD.
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Related parties

NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION F ORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.

1 ,934,572.64

NEWAY PRECISION FORGING (LIYANG) CO., LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO,, LTD.

NEWAY PRECISION FORGING (LIYANG) CO,, LTD. __

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYAN G) CO., LTD.

NEWAY PRECISION FORGING (LIYAN G) CO,, LTD.
NEWAY PRECISION FORGING (LIYANG) CO., LTD.

NEWAY PRECISION FORGING (LIYANG) CO., LTD.

141,189.09 - 207‘3;?5/6
564,756.38 | 26’53%%
1 847,13457 | 20231217
141,189.00 | 20232120 |
1 141,189.09 | 2023/2/24 |
141,189.09 2023/2/27 |
T 128331844 | 2023/2/28 |
282,378.19 2023/3/1 |
70594547 | 2023/3/14
564,756.38 2023/3/15 |
141,189.09 | 2023/3/20 |
282,378.19 | 2023/3/20 |
1,003,579.60 | 2023/3/31 |
282,378.19 | 2023/4/3 |

Amount Eﬁ'ectlve date | Expiry date
564,756.38 2022/9/15 | | 202312731
— 70,504.55 | _ 2022/9/21 ‘ 2023/12/31
70,504.55 | 2022/9/28 | 2023/12/31
350,645.76 2022/9/30 | 2023/12/31
70,594.55 | 2022/10/11 | 2023/12/31
141,189.09 | 20201013 | 20231231
70,594.55 | 2022/10/13 | 2023/12/31
35297274 | 2022/10/13 | 2023/12/31
49416183 2022710014 | 2023/12/31
141,189.09 | 2022/10/21 | 2023/12/31
141,180.09 | 2022/1024 | 2023/12/31
T 141,189.09  2022/1026 | 2023/12/31
] 141,189.00 | 2022/10126 |  2023/12/31
271,647.82 | 2022/10/31 | 2023/12/31
141,189.09 2022/11/1 | 202312731
423,567.28 2022/11/8 | 2023/12/31
| 141,189.09 2022/119 | _202__3/1221_
_ 70,594.55 | 2022/11/14 | 2023/12/31
i 705,945.47 | 2022/1115 | 2023/12/31
| 141,189.09 | 202211716 | 2023/1231
T 14118909 | 20221123 | 2023/1231
| 141,189.09 | 20221123 | 2023/12/31
_ 70,504.55 | 2022/11/24 | 2023/12/31
T 141,180.00 | 2022/1129 | 2023/12/31
989,754.81 |  2022/11/30 | 2023/12/31
56475638 | 2022/12/13 | 2023/12/31
761,842.24 | 2022/12/30 | 2023/12/31
29593076 | 2022/12/30 | 2023/12/31
564,756.38 | 2023/1/11 | 2023/12/31
564,756.38 | ..2023/1/13 2023/12/31
352,972.74 | JHIBO23AAT | 2023/12/31
141,189.09 | ;

2023/12/31

232/31
202313
2023/12/31
2023/12/31
2023/12/31
2023/12/31
2023/12/31
2023/12/31
2023/12/31
2023/12/31
2023/12/31
2023/12/31

78



Neway Valve (Suzhou) Company Limited
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Related parties Amount Effective date | Expiry date
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 564,756.38 | 2023/4/14 | 2023/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 088,323.66 2023/4/18 |  2023/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 197695737 2023/4/30 | 2023/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 70,594.55 | 2023/5/5 | 2023/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 98,832.37 2023/5/8 | 2023/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 70594547 | 2023/5/12 |  2023/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 1,129,512.76 2023/5/22 | 2023/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 141,189.09 2023/5/25 | 2023/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 1,491,681.36 2023/5/31 | 2023/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 635,350.93 | 2023/6/20 |  2023/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 10,037,189.13 | 2023/6/30 | 2023/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 28237819 | 2023/1225  2023/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 564,756.38 |  2023/12/26 | 2023/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 423,567.28 | 2023/1227 | 2023/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. | 1,308,895.71 |  2023/12/28 | 2023/12/31
(d) Key management personnel compensation
Items 2023 2022

Key management personnel 2,045,159.47 1,942,005.94

compensation

8.5 Receivables and Payables with Related Parties

(a) Receivables

| 31 December 2023 31 December 2022
Ttems Related parties == T o
‘ Book balance Bad d ?bt Book balance Bad d ?bt
provision . TOV1S10N
L o | pr¢
Accounts  ABAHSAIN NEWAY
ecciabl INDUSTRIAL COMPANY 4,624,541.41 - | 4,154,288.00 | 3,500.97
ccevable | IMITED
Accounts  MAINTENANCE SERVICES 2,03 ] ] )
receivable GULF ) =
NEWAY INDUSTRIAL ;
Accounts {
‘ MATERIALS (SUZHOU) CO., 445,521.33 - Vi 25,46 -
receivable I A 1?.; ]
.TD Ff.}“h’qjah 3 Ih.,\
Accounts  NEWAY CNC EQUIPMENT (S
receivable (SUZHOU) CO., LTD. 178,862.27 £ | %505 il
Accounts b . A
receivable ::EWAY FLOW CONTROL INC 3,739,859.52 |- ﬂgé?ﬂ%
Accounts NEWAY VALVE e
. %
receivable  INTERNATIONAL INC 10,849,445.03 9,5 23’414"1’"’
Accounts - \pw Ay VAL VE (EUROPE) S.R.L | 29,911,771.45 - | 17,283,128.42
receivable [ ) _
Accounts .
receivable NEWAY FLOW CONTROL FZE 32.762,019.26 - | 28,407,457.10 -
Accounts  NEWAY VALVE (SINGAPORE)
receivable  PTELTD 3,063,171.87 - 4,91 1,748.06 | -
Accounts  NEWAY VALVE WEST AFRICA
‘ 7,353.20 - - -
receivable FZE
Accounts DONGWU MECHANICAL ] ) 249,28 )
receivable (WUJIANG) CO., LTD. - 1 -
Accounts NEWAY FLOW TECHNOLOGY
reccivable  (LIANYUNGANG) CO., LTD. 2414522 - 86,324.18 | -
Accounts NEWAY TECHNOLOGY '
receivable  (YANTAT) CO., LTD. | 43381608 - 81,208.59 | -
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31 December 2023 ‘ 31 December 2022
Items Related parties i
Book balance | 524 ¢ ol ‘ Book balance Bad debt
o - provision provision
Accounts INEWAY PRECISION FORGING |
receivable  (LIYANG) CO., LTD. 219,697.59 " - 605.81 _ o
Accounts NEWAY FLOW TECHNOLOGY 22 636.81 } } }
receivable  (CHENGDU) CO., LTD. St | B T
Other NEWAY TECHNOLOGY ) ) 48.100.39 )
receivable (YANTAI) CO., LTD. e
Other BESTWAY TECHNOLOGIES
receivable  [LIMITED ] _ i 325,25249 | )
Other NEWAY PRECISION FORGING
receivable  (LIYANG) CO., LTD. _ _5 6,078,616.86 - | 39402,559.08 )
Othe.:r NEWAY VALVE WEST AFRICA } } 63,176.64 }
receivable FZE B ) L
NEWAY PRECISION FORGING
Prepayments (LIYANG) CO., LTD. - - 1,919,751.74 | -
Prepayments NEWAY FLOW CONTROL FZE - - 825.35 -
Prepayments 2}4 [I}g TENANCE SERVICES 26,391.36 ) B )
Othernon- NEWAY CNC EQUIPMENT '
current assets (SUZHOU) CO., LTD. 90,933.07 ] 732,726.75 )
(b) Payables
Items Related parties 31 December 2023 31 December 2022

Other payables NEWAY VALVE (EUROPE) S.R.L 628,263.97 321,195.04
Other payables INEWAY VALVE (SINGAPORE) PTE.LTD - 2,487.75
Other payables NEWAY OIL FIELD EQUIPMENT LLC 262,324.48 266,772.76

NEWAY INDUSTRIAL MATERIALS | R
Other payables (DAFENG) CO., LID. 13,900,578.19 )
Other payables BESTWAY TECHNOLOGIES LIMITED 1,800,000.00
Other payables _.E?gGWU MECHANICAL (WUJIANG) CO., ) 2,010.17
Other payables ?’ESVAY FLOW CONTROL (SUZHOU) CO., 8,188,967.48 }

NEWAY INDUSTRIAL MATERIALS a i o
Accounts payable (SUZHOU) CO., LTD. 23,794,663.96 27,222,158.92

NEWAY INDUSTRIAL MATERIALS
Accounts payable (DAFENG) CO., LTD. B 12,146,523.23 . 12,289,076.62
Accounts payable E%VAY OIL EQUIPMENT (SUZHOU) CO., 1,8092T 329,699.40
Accounts payable E’[QI;\IGWU MECHANICAL (WUIJIANG) CO., 1 ff‘-; ‘: H
o NEWAY PRECISION FORGING (LIYANG) 9% g /
Accounts payable CO., LTD. | 7513 1 6 4 ol
Accounts payable NEWAY VALVE INTERNATIONAL INC ' 4195 1&?‘7‘*\%’ 4 J,s%lss
Accounts payable NEWAY VALVE (EUROPE) B.V. 26,663.22 : W
Accounts payable NEWAY VALVE (EUROPE) S.R.L 95,275.95 | 102,300.00
Accounts payable NEWAY FLOW CONTROL FZE 3,069,971.73 I 778,542.39

! |

Accounts payable E]].E];V AY FLOW CONTROL (SUZHOU) CO., 752,323.59 28,840.37
Contract liability NEWAY VALVE WEST AFRICA FZE - 1,705,455.13
Contract liability NEWAY VALVE (EUROPE) B.V. - 3,527,352.73

9. SHARE-BASED PAYMENTS
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9.1 General Information of Share-based Payment

\ 2023 2022

Total amount of equity instruments i
granted during the reporting period |
Total amount of equity instruments |
exercised during the reporting period |
Total amount of equity instruments |
expired during the reporting period |
Range of exercise prices of share

options outstanding at the period end - -
and remaining contract period

Range of exercise prices of other equity
instruments outstanding at the period - -
end and remaining contract period

12,836,486.83 -

9.2 Equity-settled Share-based Payment

2023 2022

Cumulative amount of equity-settled
share-based payment recognised as 9,813,205.07 6,394,861.44
capital reserve
Amount of equity-settled share-based ,

payment as expenses in the reporting 3,418,322.54 1,646,361.60
period

10. COMMITMENTS AND CONTINGENCIES

10.1 Significant Commitments
The nature and amount of significant commitments existing at the balance sheet date:

(a) Capital commitments:

Capital commitment with
contract signed
Commitment for purchase of
long-term assets

31 December 2023 31 December 2022

2,340,022.43 3,030,488.23

As at 31 December 2023, the Company has no significant commitments need to be
disclosed.

10.2 Contingencies

As at 31 December 2023, the Company has no significant c (ﬁ%ﬁ )
disclosed. f‘%
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11. EVENTS AFTER THE REPORTING PERIOD

Considering the interests of the company's shareholders and the-long-term development
of the company, based on the total share capital on the registration date for equity
distribution, the company will distribute a cash dividend of RMB 5.20 per 10 shares to
all shareholders (tax included), with the remaining undistributed profits carried over to
the next fiscal year. There will be no increase in share capital or bonus shares for the
current fiscal year. Based on calculations, the total share capital participating in this
profit distribution as of the registration date is 760,388,587 shares, and the estimated
total cash dividend to be distributed by the company will not exceed RMB
395,402,065.24 (tax included).

Apart from this, the Company has no other post-balance sheet events as at the reporting
date.

Name of the Company: Neway Va%ﬁuzhf Jom Limited
. Date: 26 April; 2024
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