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

We have audited the financial statements of Neway Valve (Suzhou)*€empany Limited.
(hereafter referred to as “the Company™), which comprises the statement of financial
position as at 31 December 2025, 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 2025, and of
their financial performance and cash flows for the year then ended in accordance with

Accounting Standards for Business Enterprises.
Basis for Opinion

We conducted our audit in accordance with Chinese Standards on Auditing (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 pref)aration 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 overseeing the Company’s financial

reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our Objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud 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



iii)

those risks, and obtain audit evidence that is sufficient and appropriate to provide a
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 inorder.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. However, future events or conditions

may cause the Company to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements,
and whether the financial statements represent the underlying transactions and

events in a manner that achieves fair presentation.

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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f %‘ &c % Statement of Financial Position "
{ &y s 31 December 2025 ~—Y A 2 Y
Prepared by : Nevily Valy: 'Limiﬁ | e Unit: Doltar  Correnc.. USD
ote | p 202812731 2024712531 Lisbilitics and owners’ cquity | Note 202512731 202012731
Current agsets: £ —F Current liabilities —
Monetae funds jﬁh 5.1 el Z$.9l4,929.34 162.727.438.85 | Short-term botrowinus 5.17 124.450,94.74 84,573.145.09
Financial assets held-t ' diny: 5.2 NO 5367487615 48,749.929.67 | Financial liabilities held-for-trading -
Derivative financial asse " ' .. P i - | Derivative financial liabilities -
Motes receivable I FITT LM 7.003,179.45 | 17.796.489.39 | Notes ratable 5.18 169,619.821.59 94.147.966.87
Accounts receivable B il i 307472,636.80 | 271.784.830.30 | A ts pevable 5.19 264.804423.69 186,582,974.14
Accounts ble fi y 5.5 9335349.04 | 7.499.694.63 | Receints in ad - i -
Advanices 1o s Tien 5.6 7,002,145.72 3.305,383.41 | Contract liabilities 520 73,328,261.78 43.894.989.84
Other receivables - 57 BR.§48,585.35 61,489.959.74 | Emrlo- ee benefits sa-able L s | 19.114,849.85 | 17.868.700.45
Includin-: Int bl i - - | Taxes jas.ble 522 | 12.576.193.95 5.629.981.16
Dividend receivable - < | Other pas.bles 5.23 88.219,284.13 72.099.930.01 |
Inventories 5.8 308.919,639.67 253.081.208.12 Inchudin : | rhwables = | -
I Includine: Data i - - Dividend ratables | { . .
Coniract assets 59 15.368,756.46 16.993.31645 | Linbilities classificd os held for sele | - ! -
Non-cutrent habilitics maturing within "
Assets clossificd as held for sale - © |one vear - 531 4242653179 22.581.229.64
oNﬂ:rt-:;mm assets maturing within - - | Other curvent liobilities 5125 11.349,900.51 18.574.683.65
Other current assets 5.10 1,089434.16 | 4.503,505.37 Total carrent labllities 805,890.212.04 545,953,604.85
Total eurrent assets 1,076,629,532.04 | 847,931,755.93 | Non-current liabilities: |
Nen-current assets: | Long-term borrowings | 528 - 41.455.678.59
Debt iny L - - Bonds ravsble -
Other debt investiments I | - - | Includina: Preference share -
| Lonr-term receivables | - - Perretual debt | - -
Lon;-torm e, uits investments AT 288,198,798.8+ 258,646,133.81 | Lease liabililics ] - -
Other e.quity mstrument investment B | - - | Long-term rasables B | | = - =
Other non-current financial assets | - ~ | Lonyeterm emplosee benefils pavsble | | - = =
Investment wrovertics | - - | Bstimaled liabilities | - ) =
Fixed assels s12 55,507,155.36 53.681.385.1% | Deferred income L 57 1.051.957.18 | 1.288314.04
Construction in proutess | 513 | 3L312.16 270.594.51 | Deferred tax liabilities | S -
Productive biolowical assets | - | - | Other non-current liabilities - -
Qil and vag asseta = Total non-citrrent liabilittes 1.051,957.18 42,743,992.63
Rivht-of-usc assets - i - Tatat Hahilitles 806,942.169.22 588,697,597.48
Intan»ible assels S 6,038,580.81 | 3.972,246.84 | Owners' equity {
Inchudin:: Data resources ] - - | Share carital | 528 114,798.879.78 113,819.812.80
Develosment exrenditures Ca| - - Other cuuity instruments |
Tncludiny: Data t [ | - - 1 Including: Pref shores | 1
Goadwil] | - - Py etual bonds
 Lon-term deferred expenses | - . - | Cayital reserves 529 185.878.491.26 158.590.437.71
Deferred tox assets . 515 15,516,545.31 | 12,557.069.89 | Less: Treasury stock 5.30 29.763.21041 | 17.664,171.26
Other non-current assety . 516 3.905,065.41 | __1.408.158.52 | Other comerehensive income 5.31 -21.551.400.19 | -29,032.636.33
Total non-current assets 369,197.457.89 332,515,548.76 | Srccial reserves 5.32 91622175 851.237.92
Sushus roserves 5.33 59.626.103.07 57.738,517.21
. | . . Retained eamninss = 5.34 328.949.735.45 307 4H46.549.16
- il | 1 ot Total owaers’ equity | 638.884.820.71 | 591,749.747.21 |
Total assets 1.445,826,989.93 1,180.447.344.69 1 _Total Uabilities and owners' equity | | 1.445.826.989.93 1.180,447,344.69 |
Logal Represeatative: Chicef Financial Officer: Finance Manager:
S — TR0 e,y
.}_‘ P ’w |
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vear ended 31 December 2025

Dollar  Citrrengs: USD

Prepared by : News j @\xw
=

Tte b\ Note 2025 2024
L. Revenue : e TS 5.35 861,337.474.59 | | 717,092,860.98
Loss: Costs of salos % N4 535 550,971,576.54 | 461317,63235
Taxes and surchnrgcs%oosoﬁ‘\, ol 5.36 5,249,63021 | 3,850,264.24
Sclling and distribution expenscs il 537 38,795,322.39 | o 36,553,475.06
Administrative expenses 5.38 17,429,710.30 | 16,434,101.00
B _Rcscarcb and development expenses 5.39 | 21,371,449.83 18,320,008.06
Finance costs 5.40 188,226.01 | -7,839,286.02
B Including: Intcrest expense 567004132 | 5,406,892.91
B Tnterost income 1 11,718.499.48 7,044,125.68
_Add: Other income - 541 6,056,063.97 ._ 1,268,126.65
B Ecstmcnt income/(losses) | 542 | 30,052,913,58 l 10,600,307.63
i [ncluding: Investment income from associates and joint venturcs 1 - -
Gains /(losses) from derecognition of financial assets B B
measured at amortised cost
Income /(losses) from net exposure hedging - -
| Gains/(losses) from changes in fai values 543 178.652.54 | 60,821.44
Credit impeirment losses saa | AL749,14251 142924349
Asset impairment losses 545 l 9,414,868.67 -2,856,958.00
Gains/{losses) from disposal of nss—c_ts 5.46 -318,205.81 | -173,784.19
I, Profit/{loss) from operations | 242,136,972.41 | 195,925,936.33
Add: Non-operating income 547 70,383.75 | 148,272.00
Less: Non-opemating expenses - T osas | 170913.11 39.230.85
IIL. Profit/(loss) before tax I 242,036,443.05 - 196,034,977.48
mncome tax expenses 5.4% T 32,224,514.92 26,081,860.82
IS Net;roﬂt/(luss) for the year 209,811,928.13 | 169,983,116.66
Net profilt/(loss) from continuing operation 209,811,928.13 169,953,176.?
Net profitf(loss) from discontinued operation
Tﬂﬂler:‘omprchensive income for the year, after tax 7481,236.14 -4,928,051 E
(i) Other comprehensive income that will not be reclassified
subsesuentl to profit or loss | B B
('u) Other comprehensive income to be reclnssxﬂed subsequently to profit or loss 1.481,236.14 4,928,051.18
1. Exchange differences on translating foreign operations 7.481,236.14 -4,928,051.18
-\;1[. Total comprehensive income for the year I 217,293,164.27 | - 165.025,065.‘;
Legal Representative: Chief Financial Officer: Finance Manager:
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Prepared b : New s-ﬁet

Statement of Cash Flows
he year ended 31 December 2025

Unit: Dollar

Currency: USD

5= ms DO ¢ Note 2028 2024
1. Cash flows from f\‘e&,ﬁ: activities \&,«) ;
Cash reccived from t %saly of goods an L the réndering of services 836,621,220.90 690,423,475.19
Cash received from hmfﬁarﬁ : 31,448,649.20 23,494,899.36
Other cash received relating to operating activities 83,812,375.77 30.837,001.51
Subtotal of cash inflows from operating activities 951,882,245.87 744,755,376.06
Cash payments for goods purchased and services received 467,221,053.22 448,823 934.52
Cash payments 1o and on behalf of employees 77,185,278.39 66,474,210.01
Payments for taxes 41,741,151.03 33,623.624.23
Other cash payments relating to operating activities 68,727,817.11 42,400,383.62
Subtotal of cash outflows from operating activities 654,875,299.75 591,322,152.38
Net cash flows from operating activities 297,006,946.12 153,433,223.68
II. Cash flows from investing activities d
Cash received from disposal and redemption of investments 236,375,657.65 296.711.535.90
Cash received from returns on investments = =2 = 17,228,969.31 11.258,518.37
- - . - T
Ilo::a-tt::lh a;es:;ved from disposals of fixed assets, intangible assets and other - 209,851.56 137,966.52
Net cash received from disposals of subsidiaries and other business units - -
Other cash received relating to investing activities - -
Subtotal of cash inflows from investing activities 253,814,478.52 308,108,020.79
Cash payments to acquire fixed, intangible and other long-term assets 12,542,586.73 9,105,476.16
Cash payments to acquire investments 265,828,023.41 321,152,539.05
Net cash payments to acquire subsidiaries and other business units - -
Other cash payments relating to investing activities - -
Subtotal of cash outflows from investing activities 278,370,610.14 330,258,015.21
Net cash flows from investing activities -24,556,131.62 -22,149,994.42
II1. Cash flows from financing activities
Cash received from capital contributions - -
Cash received from borrowings 124,258,483.80 245,605,448.77
Other cash received relating to financing activities 16,002,140.58 11,930.471.07
Subtotal of cash inflows from financing activities 140,260,624.38 257,535,919.84
Cash repayments of debts 105,029,907.44 257,750,054.31
Cash payments for dividends, distribution of profit and interest expenses 190,803,364.87 100,193,439.01
Other cash payments relating to financing activities 7,266,584.70 8,323.954.83
Subtotal of cash outflows from financing activities 303,099,857.01 366,267,448.15
Net cash flows from financing activities ~-162,839,232.63 -108,731,528.31
1V. Effect of foreign exchange rate changes on cash and cash equivalents 2,569,792.33 3,765,838.83
V. Net increase / {(decrease) in cash and cash eguivalents 112,181,374.20 26,317,539.78
Plus: Cash and cash squivalents at the beginning of the period 162,726,917.88 136,409,378.10
V1. Cash and cash equivalents at the end of the period 274,908,292.08 162,726,917.88
Legal Representative: Chief Financial Officer: Finance Manag:%" %., i
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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 2025
(All amounts are expressed in United States Dollars(“USD”)unless otherwise stated)

1. BASIC INFORMATION ABOUT THE COMPANY
1.1 Corporate Information

Neway Valve (Suzhou) Company Limited ("the Company") was folnded on
November 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.

The company held the twelfth meeting of the Fifth Board of Directors and the tenth
meeting of the fifth Board of Supervisors on April 12, 2024, They deliberated and
approved the "Proposal on Reserving and Granting Restricted Shares to the Incentive

6



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

Recipients of the 2023 Restricted Share Incentive Plan". A total of 617,303 restricted
shares were reserved and granted to 16 incentive recipients at a grant price of 6.81
yuan per share. As of September 9, 2024, the company has actually received a total
subscription payment of RMB 3,125,903.70 from 12 incentive recipients including
Hualiging and Bai Anming (4 incentive recipients voluntarily gave up the
subscription), and the company has increased its share capital by RMB 459,016.00.
The revised share capital is RMB 760,847,603.00.

On October 31, 2024, the company held the twentieth meeting of the Fifth Board of
Directors and the seventeenth meeting of the fifth Board of Supervisors, and
deliberated and approved the "Proposal on Granting Restricted Shares to the Incentive
Recipients of the 2024 Restricted Share Incentive Plan". 12.2890 million restricted
shares were granted to 130 incentive recipients at a grant price of 10.50 yuan per
share. As of December 3, 2024, the company has actually received a total subscription
payment of RMB 81,867,016.50 from 118 incentive recipients including Lu
Liangfeng and Feng Yinlong (12 incentive recipients voluntarily gave up the
subscription), and the company has increased its share capital by RMB 7,796,858.00.
The revised share capital is RMB 768,644,461.00. As of December 31, 2024, the total
number of shares of the company was 768,644,461, and the registered capital of the
company has not yet been changed, which is RMB 749,062,000.

on November 18, 2024, the company held the twenty-first meeting of the Fifth Board
of Directors and the eighteen meeting of the Fifth Supervisory Board, Which-reviewed
and approved the "Proposal on the Repurchase and Cancellation of Certain Restricted
Shares and the Adjustment of the Repurchase Price for the Initially Granted Portion."
Pursuant to the authorization granted by the company's Second Extraordinary General
Meeting of 2023, the company repurchased and cancelled 70,800 restricted shares that
had been granted to two employee incentive recipients who resigned but had not yet
been released from the lock-up period, and initiated the capital reduction procedures.
As of December 31, 2025, the aforementioned capital reduction procedures had not
yet been completed.

on July 17, 2025, the company held the twenty-ninth meeting of the Fifth Board of
Directors and the twenty-third meeting of the Fifth Supervisory Board, which
reviewed and approved the "Proposal on Granting Restricted Shares to Incentive
Recipients under the 2025 Restricted Stock Incentive Plan." A total of 7,713,799
restricted shares were granted to 154 incentive recipients at a grant price of RMB
15.93 per share. As of August 18, 2025, the company had actually received
subscription payments from 150 incentive recipients (four incentive recipients
voluntarily waived their subscriptions), including Lu Liangfeng, Feng Yinlong, etc.,
totaling RMB 110,752,816.50. As a result, the company's share capital increased by
RMB 6,952,466.00, and the share capital after the change amounted to RMB
775,526,127.00.

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

Based on going concern, according to actually occurred transactions and events, the
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 Enterprises. issued-by Ministry of
Finance of PRC”).

2.2 Going Concern

The Company has assessed its ability to continually operate for-the.next twelve
months from the end of the reporting period, and no any matters that may result Tn
doubt on its 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 2025, 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.
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3.5 Cash and Cash Equivalents

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 Foreign Currency
Financial Statements

(a) Determination of the exchange rate for foreign currency transactions

At the time of initial recognition of a foreign currency transaction, the amount in the
foreign currency shall be translated into the amount in the functional currency at the
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 éxchange 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.

(if) 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.
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(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 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 position, shall be-reclassified into
current profit or loss according to the proportion disposed.

3.7 Financial Instruments

Financial instrument is any contract which gives rise to both a finaneial asset of one
entity and a financial liability or equity instrument of another entity.

(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 1s 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
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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 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 does not include a
significant financing component.

Subsequent measurement of financial assets will be based on their categories:
(i) Financial asset at amortised cost

The financial asset at amortised cost category of classification applies“when_ both the
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
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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 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.

(c¢) 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 onthe classification:

1. (i) Financial liabilities at fair value through profit or loss (FVTPL) ™

Held-for-trading financial liabilities (including derivatives that are financial liabilitieSYy
and financial liabilities designated at FVTPL are classified as financial liabilities at
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
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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 conditions.

(ii) 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 (such as interest rate, price of some kind gf goods or some kind of
financial instrument). L

(d) Derivatives and embedded derivatives

At initial recognition, derivatives shall be measuredat_fair value-at the date of
derivative contracts are signed and subsequently measured at-faic value.. The
derivative with a 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
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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.

(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. Creditloss
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 expected credit losses that
represent the expected credit losses that result from default events on a financial
instrument that are possible within the 12 months after the reporting date (or the
expected lifetime, if the expected life of a financial instrument is less than 12 months).

At each reporting date, the Company classifies financial instruments into three stages
and makes provisions for expected credit losses accordingly. A financial instrument of
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
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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
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 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.

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
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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
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, counterparty and the
type of risk exposure.

(i1) Low credit risk

If the financial instrument has a low risk of default, the borrower has a strong capacity
to meet its contractual cash flow obligations in the near term and adverse changes in
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
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®  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 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;
® Significant changes in the expected performance and behavior of the borrower;

® Contractual payments are more than 30 days past due.

Depending on the nature of the financial instruments, the Company shall assess
whether the credit risk has increased significantly since initial recognition on an
individual financial instrument or a group of financial instruments. When assessed
based on a group of financial instruments, the Company can group financial
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:
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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

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 finaneial
position.

(vi) Write-off

The Company shall directly reduce the gross carrying amount of a financial asset
when the Company has no reasonable expectations of recovering the contractual cash
flow of 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.

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.
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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:

® The carrying amount of transferred financial asset;

® The sum of consideration received and the part derecognised of thé cumuldtive 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 those parts on the

date of the transfer. The difference between following two amounts shall be
recognised in profit or loss:

® The carrying amount (measured at the date of derecognition) allocated to the part

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).

(ii) 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
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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) ineurred on the
associated liability.

(g) Offsetting financial assets and financial liabilities

Financial assets and financial liabilities shall be presented separafely 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 liabilities please refer to
Note 3.8.

3.8 Fair Value Measurement

Fair value refers to the price that would be received to sell an asset or paid to transfer
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
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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, incliding 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 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 assumptions that market participants would use when pricing the asset or liability.

® Fair value hierarchy

To Company establishes a fair value hierarchy that categorises into three levels the
inputs to valuation techniques used to measure fair value. The fair value hierarchy
gives 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.
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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.

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 realizable value of
materials held for sale shall be measured based on market price.

(ii) For materials in stock need to be processed, in the ordinary course of production
and business, net realisable value is determined at the estimated selling price less the
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.

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

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 contraet.only
if those costs meet all of the following criteria:

) 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 costs that are incurred only because an entity

entered into the contract;

(i) the costs enhance resources of the Company that will be used in satisfying performance

obligations in the future; and

(iii) the costs are expected to be recovered.

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
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the estimated liability related to the onerous contract needs to be accrued:

2. (i)the remaining amount of consideration that the Company expects to receive in exchange

for the goods or services to which the asset relates; less

3. (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
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 which the Company
has significant influence.

(a) Determination basis of joint control or significant influence over the investee

Joint control is the relevant agreed sharing of control over an arrangement, and the
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
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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
(i) Long-term equity investments generated in business combitratians

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 not enough to be
offset, undistributed profit shall be offset in turn.

For business combination not under common control, the assets paid, liabilities
incurred or assumed and the fair value of equity securities issued to obtain the control
of the 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.

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

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-eurrent 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.

(i) 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 investment income.

(ii) Equity method

If the initial cost of the investment is in excess of the share of the fair value of the net
identifiable assets in the investee at the date of investment, the difference shall not be
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
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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 tecognised:“Any. losses
resulting from inter-company transactions between the investor/and- the’investee,
which belong to asset impairment, shall be recognised in full/

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, provision for impairment
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 purpose of
producing commodities, rendering services, renting or business management with
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
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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 néxt-manth 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:

Depreciation Estimated Residualrates | Aiinual
Category P useful life depreciation rates
method (%) )
= | (year) | | (o)

Plant & buildings straight-line-method | 20 10 4.5
— | e —
Machinery straight-line-method 10 0-10 10-9
Motor vehicles straight-line-method 4-5 0-10 25-18
Electronic equipment, ' ‘ o
equipment and straight-line-method 3-5 0-10 33.33-18
furniture |

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 project basis.

(b) Recognition criteria and timing of transfer from construction in progress to
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

28



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

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 usefullives are as
follows: '

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
the Company

[The service life is determined by reference to
10 years [the period that can bring economic benefits to
the Company )
The service life is determined by reference to
Trademark 10 years fhe period that can bring economic benefits to
B 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

Patent right

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 estimated useful life and
amortisation method upon review.

(i1) Amortisation of the intangible assets

For intangible assets with finite useful lives, their useful lives should be determined
upon their acquisition and systematically amortised on a straight-line basis [units of
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.
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(¢) 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
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 subsequent accounting period
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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. 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.

(ii) 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 arising from accumulating
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paid absences when the employees render service that increases their entitlement to
future paid absences. The additional payable amounts shall be measured at the
expected additional payments as a result of the unused entitlement that has
accumulated. The Company shall recognise relevant employee benefit of
non-accumulating paid absences 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

® Areliable estimate of the amounts of employee benefits obligation arising from the profit-

sharing plan can be made.
(b) Post-employment benefits

Defined contribution plans

.

The Company shall recognise, in the accounting period in which af~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.

(i) 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 government
bonds with the currency and term which shall be consistent with the currency and
estimated term of the defined benefit obligations) to measure the employee benefits.
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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:

(1) 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
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

Equity-settled share-based payment

(i) For equity-settled share-based payment transaction in which services are received,
if the equity instrument granted vest immediately, the Company shall recognise
relevant costs or expenses at the fair value of the equity instruments at grant date and
the corresponding increase in capital reserve.

(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
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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 tnless a part or all
of the equity instruments are cancelled.

(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

Revenue is defined as the gross inflow of economic benefits arising in the course of
the ordinary activities of the Company when those inflows result in the increases 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.
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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 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-ene of the following
criteria is met; otherwise a performance obligation is satisfied at a point in tifne:

(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 revenue only to the
extent of the costs incurred until such time that it can reasonably measure the progress
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of the performance obligation.

The Company shall recognise revenue at the point in which a customer obtains
control of a promised good or service if a performance obligation is satisfied at a
point in time. 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:

(1) 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;

(i1) 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 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.

(ii) Contract of rendering services

According to the service contract between the Company and the customer, the
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Company satisfies the performance obligations of technical services and rental of
premises. As the customer simultancously receives and consumes the benefits
provided by the Company’s performance as the Company performs, the Company
shall treat 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

(it) 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 théir
fair value or at a nominal value of RMB 1.00 when reliable fair value is not available.

(c) Accounting for government grants
(i) 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.

(i) 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,
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the government grants are accounted for as government grants related to income as a
whole.

Government grants related to daily operation activities are recognised in other income
(or write down related expenses) in accordance with the nature of the activities, and
government grants irrelevant to daily operation activities are recognised in
non-operating income.

(iii) 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.
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:

(i) The temporary difference will reverse in the foreseeable future; and

(i1) Taxable profit will be available against which the deductible temporary difference
can be utilised.

At the end of each reporting period, if there is sufficient evidence that it is probable
that taxable profit will be available against which the deductible temporary difference
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can 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.

(1) 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 transactiofi“which: is not a
business combination; and at the time of the transaction, affects neither accountifig

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

©® It is probable 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

(1) 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.
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(iii) Unused tax losses and unused tax credits

Unused tax losses and unused tax credits generated from daily operation of the

Company itself

Deductible loss refers to the loss calculated and permitted according to the
requirement of tax law that can be offset against taxable income in future periods. The
criteria for 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 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 tempdrary.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.
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3.24 Leases
(a) Identifying a lease

At inception of a contract, the Company shall assess whether the contract is, or
contains, a lease. A contract is, or contains, a lease if the contract conveys the right to
control the 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.

(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.

(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 leasei 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
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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 with the recognition criteria and measurement method for
estimated liabilities, details please refer to Notes 3.19. Those costs incurred to produce

inventories shall be included in the cost of inventories.

The right-of-use asset shall be depreciated according to the categories using straight -

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

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
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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 an option to
extend or terminate the lease.

(d) The Company as a lessor

At the commencement date, the Company shall classify a lease as a finance lease if it
transfers substantially all the risks and rewards incidental to ownership of an
underlying 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.

(ii) 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, leasé into-current
profit or loss when incurred.

(e) Lease modifications
(1) 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.
(i1) 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
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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 lease term,
if that rate can be readily determined, or the incremental borrowing rate at the
effective date of the modification, if the interest rate implicit in the lease cannot be
readily determined.

The Company shall account for the remeasurement of the lease liability by:

®  decreasing the carrying amount of the right-of-use asset to reflect the partial or full
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
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;

® if the 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
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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.

3.26 Repurchase of Company’s Share

(a) If the Company reduces its registered capital through repurchase of the Company’s
share according to the approval required in relevant laws and regulations, the 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.

(c) 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.

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
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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;

® the risks that affect the performance of financial assets and their management
methods;

® how managers of the business are compensated.

In order to assess whether the contractual cash flows are consistent with a basic
lending arrangement, the Company must consider whether the financial asset contains
a 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
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
The Company has no significant changes in accounting estimates for the reporting
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period.
(b) Significant changes in accounting estimates

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

4. TAXATION
4.1 Major Categories of Tax and Tax Rates Applicable to the Company
Categories of tax Basis of tax assessment Tax rate
Value added tax (VAT) VAT are paid on taxable revenues 13%
Urban maintenance and Urban maintenance and construction o
. ) 7%

construction tax - taxes are paid on turnover taxes
Educational surcharge [Educational surtaxes are paid on 50,

- tumover taxes
Enterprise income tax [Enterprise 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
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 Monetary funds

Items 31 December 2025 31 December 2024
Cash in bank | 274,908,719.22 | 162,726,942.30
Other monetary funds B ; 6,210.02 1 496.55
 Totl 274,914,929.24  162,727.438.85

Notes: At 31 December 2025, the security deposits for Bank acceptance bill and
letters of guarantee amounted to USD 6,210.02 included in other monetary funds. The
monetary funds USD 427.14 is restricted due to the account being frozen as a result of
prolonged inactivity. 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 2025 | 31 December 2024
Financial assets at fair value through profit or loss 53,674,876.15 48,749,929.67
Including: Financial product 53,674,876.15 48,749,929.67
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5.3 Notes Receivable

(a) Notes receivable by category

31 December 2025

Items Provision
Book Balance | for bad
o debt
Bank
acceptance | 5,376,535.37
bills
Commercial
acceptance 1,626,644.08
bills
Total 7,003,179.45

31 December 2024

Carrying

Book Balance
amount

Provision ‘ Carrvin
for bad aanfl-l(’)}:lln;g
debt |

5,376,535.37 17,796,489.39

[
117,796,489.39

|
1,626,644.08 |

7,003,179.45 |17,796,489.39

17,796,489.39

(b) Pledged notes receivable at 31 December 2025

The Company has no pledged notes receivable at 31 December 2025.

(c) Notes receivable discounted or endorsed to third parties but not yet matured

at 31 December 2025

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 5,101,785.08
Commercial acceptance bills | 1,626,644.08
Total | 6,728,429.16

5.4 Accounts Receivable

(a) Accounts receivable by aging

Aging

Within one year

Including: Within 6 months

31 December 2025

31 December 2024

260,071,847.91

228,531,857.87

204,376,622.36

182,613,690.33

7-12 months 55,695,225.56 45,918,167.54

Subtotal 260,071,847.91 228,531,857.87
1-2 years 39,181,202.21 32,432,570.51
2-3 years 19,489,526.77 17,071,115.28
34 years 9,504,395.65 5,751,930.58
Over 4 years 11,266,777.45 | 8,636,012.21

Subtotal : 339,513,749.99 29242348645

Less: provision for bad debt

32,041,113.20

20,638,656.15

Total

307.472,636.80

271,784,830.30
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(b) Accounts receivable by bad debt provision method

Category

Provision for bad debt |

recognised individually
Provision for bad debt
recognized collectively
Including: Company
receivables from
domestic customers

|

Book balance i Provision

-Proportion
Amount (%) Amount

31 December 2025
for bad debt

Carrying
amount

Provision |
ratio (%) |

17,634,996.55 5.19 |11,251,341

321,878,753.45
1

.01

94.81 20,789,772.

63.80 | 6383,655.54

19 6.46 ‘301,088,981.26

117,566,178.11

34.64 |10,231,298.

82 ‘ 8.70 107,334,879.29

Including: Company
receivables from export 86,150,466.09 25.37 [10,558,473.37 12.26 = 75,591,992.72
customers | |
Receivables from related | |
parties within the scope [118,162.109.26 34.80 [118.162.109.26
of consolidation

Total 339,513,749.99 100.00 (32,041,113.20 9.44 (307,472,636.80
(Continued)

| 31 December 2024
| Book balance Provision for bad debt | .
Category I v | Carrying
Proportion Provision amount
i Amount (%) Amount Iratio (%)

Provision for bad debt 836,066.50 029 | 836,066.50  100.00
recognised individually L o o
Provision for bad debt 1)y, 741995 9971 19,802,589.65 | 6.79 271,784.830.30
recognized collectively | | [ o
Including: Company g |
receivables from 133,454,112.54 45.63 (10,978,113.22 8.23 |122,475,999.32
domestic customers
Including: Company |
receivables from export 81,229,292 41 | 27.78 | 8,824,476.43 10.86 | 72,404,815.98
customers , |
Receivables from related '
parties within the scope | 76,904,014.99 ‘ 26.30 76,904,014.99
of consolidation |

Total 292,423,486.45 ’ 100.00 20,638,656.15 7.06 271,784,830.30

Detailed explanation of provision for bad debt:

(i) As at 31 December 2025, accounts receivable with bad debt provision recognized

individually.
31 December 2025
Entity name [~ D —
Accounts receivable |Provision for bad debt | Provision ratio (%)
Customer A 15,201,668.55 | 8,818,013.02 58.01
Customer B 1,069,883.91 | 1,069,883.91 100.00
Customer C 437,483.21 | 437.483.21 100.00
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Entity name

Customer D

31 December 2025

Customer E

Other Customers

Total

Accounts receivable IProvision for bad debt = Provision ratio (%)
215,114.96 215,114.96 100.00
131,653.74 131,653.74 | 100.00
579,192.18 | 579,192.18 L 100.00

17,634,996.55 ‘ 11,251,341.01 63&)

(it) As at 31 December 2025 and 2024, accounts receivable with bad debt provision
recognised by group 1 (receivables from domestic customers)

31 December 2025

Aging Accounts receivable Provision for bad debt Proviiizr; aalio ;
Within one year 85,896,442 .48 2,035,257.79 2.37
If:gﬁigisngi Wit 45,191,286.77
7-12 months 40,705,155.70 2,035,257.79 5.00
Subtotal 85,896,442.48 2,03_5,257.79 2.37
1-2 years 20,209,272.97 2,020,927.30 10.00
2-3 years o 3.924,132.37 784,826.48 20.00
3-4 years 3,576,738.38 1,430,695.35 40.00
Over 4 years 3,959,591.91 3,959,591.91 100.00
_Total 117,566,178.11 10,231,298.82 8.70
(Continued)
. 31 December 2024
Aging Accounts receivable Provision for bad debt Proviz(i);: r)l Fe
Within one year 92,593,304.24 1,392,527.96 - IL_I.SO -
I{;’gggisngz Within 6 64,742,745.03 B
7-12 months 27,850,559.21 1,392,527.96 5.00
Subtotal 92,593,304.24 | 1,392,527.96 1.50
1-2 years 22,779,317.48 | 2,277,931.75 10.00
2-3 years 11,469,472.96 | 2,293,894.59 20.00
3-4 years 2,663,764.90 | 1,065,505.96 40.00
Over 4 years _3,948,252.95 | 3,948,252.95 100.00
Total 133,454,112.54 10,978,113.22 8.23

(iii) As at 31 December 2025 and 2024, accounts receivable with bad debt provision
recognised by group 2 (receivables from export customers)
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31 December 2025

Aging Accounts receivable Provision for bad debt PrOViiiZI; ratio
Within one year 60,370,044.78 394,554.69 15.00
g‘gﬁﬁg‘g: Within'G 47.218221.67 3.00
7-12 months 13,151,823.10 394,554.69 0.65
Subtotal 60,370,044.78 394,554.69 | 15.00
12 years 14,608,778.03 2,191,316.71 30.00
2-3 years 2,613,307.42 783,992.23 50.00
3-4 years 2,739.452.23 1,369,726.11 | 100.00
Over 4 years 5,818,883.63 5,818,883.63._ 12.26
ol . 86,150,466.09 10,558,473.37 1 3:00
(Continued)
_ 31 December 2024 e /)
Aging Accounts receivable Provision for bad debt PrOVi?,i)Z? ratio
ﬂlin one year 59,225,132.08 336,439.65 0.57
Including: Within 6 48,010,476.96 - :
7-12 months 11,214,655.11 336,439.65 3.00
Subtotal 59,225,132.08 336,439.65 0.57
1-2 years 9,496,403.30 1,424,460.49 15.00
2-3 years 5,580,743.06 1,674,222.92 130,00
34 years 3,075,321.23 1,537,660.61 50.00
Over 4 years - 3,851,692.75 3,851,692.75 100.00
Total 8122029241 | 8,824,476.43 10.86

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 ==~ | Exchange |31 December
ACBOLY | 2024 Provision  Recovery or Elimination | difference 2025
reversal  |or write-off

Bad debt

provision | |

for r0,946,661.00 11,749,142.51 | -7,315.65 1 945,375.73  283,369.77 32,041,113.20
accounts

receivable
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(d) Accounts receivable written off during the reporting period

Items Amount
Accounts receivable written off | 956,108.85

(e) Top five closing balances by entity

As at 31 December 2025, the total amount of the top five accounts receivable
collected by the company according to the ending balance of the owed party was USD
142,137,305.10, accounting for 39.61% of the total closing balance of accounts

receivable. The corresponding total amount of bad debt preparation ending balance
was USD 3,644,141.55.

5.5 Accounts Receivable Financing

(a) Accounts receivable financing by category

Items Fair value as at 31 December | Fair value as at 31 December
2025 2024
Notes receivable included in 9,335,349.04 7,499,694.63
other comprehensive income B
Including: Bank acceptance bills 9,335,349.04 7,499,694.63

Notes: No pledged notes receivable at 31 December 2025.

(b) Notes receivable discounted or endorsed but not yet matured at 31 December
2025

Amount derecognised as at | Amount not derecognised as
Ttems the end of the reporting at the end of the reporting
period i period
Bank acceptance bills 29,086,223.03 -

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

Aging | 31 December 2025 31 December 2024
Amount Proportion (%) Amount Proportion (%)
Within one year 6,444,665.88 92.04 2,957,445.76 | 89.47
1 to 2 years 482,551.54 6.89 . 293,784.88 | o 8.89
2t 3 years 31,806.87 0.45 | 14,717.71 0.45
Over 3 years 43,121.43 0.62 | 39,435.06 1.19
o Total . 7,002,145.72 . 100.00 ‘ 3,305,383.41 IOO_.OF

Note: As at 31 December 2025, there is no significant balance with aging more than
one year.
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5.7 Other Receivables

(a) Other Receivables by category

Items

Interests receivable

31 December 2025 |

31 December 2024

Dividend receivable

Other Receivables ’

13,130,076.26

75,718,509.09

Total |

61,489,959.74

88,848,585.35

61,489,959.74

(b) Dividend receivable

31 December 2024

Items 31 December 2025 l
E%WAY VALVE (EUROPE) 7.030.076.26
NEWAY VALVE
INTERNATIONAL,INC 6,100,000.00
Subtoal

Less: provision for bad debt

13,130,076.26

Total

13,130,076.26

(c) Other Receivables
(i) Other receivables by aging

Aging

31 December 2025

31 December 2024

Within one year 19,667,493.69 8,965,864.94
Including: within 6 months 5,576,815.79 . 3,528,842.77
7-12months 14,090,677.90 | 5,437,022.18
Subtotal 19,667,493.69 8,965,864.94
1-2 years 7.436,847.37 . 30,519,380.62
2-3 years : 30,932,067.96 21,982,592.16
3-4 years 17,659,333.45 13,775.25
Over 4 years 22,766.62 | 8,346.78

Subtotal

75,718,509.09

Less: provision for bad debt

Total

61,489,959.74

75,718,509.09

61,489,959.74

(ii) Other receivables by nature

Nature

31 December 2025

31 December 2024

Advances from related parties

73,054,883.78

Margin
Reserve fund
Other

1,886,254.53

59,591,188.61

1,312,312.92

491,480.38

586,458.21

285,890.40
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Nature 31 December 2025 31 December 2024
Subtotal 75,718,509.09 61,489.959.74

Less: provision for bad debt _
Total 75,718,509.09 61,489,959.74

(iii) Other receivables by bad debt provision method

A. As at 31 December 2025, provision for bad debt recognised based on three stages
model

Stages Book balance Provisi;ax;tfor bag Carrying acount
Stage 1 _ 75,718,509.09 75,718,509.09
Stage 2
Stage 3
o Total 75,718,509.09 5 ... 75,718;509.09
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As at 31 December 2025, provision for bad debt at stage 1:

Provision [Provision for = Carrying
Category Book balance ratio (%) bad debt amount Reason
Provision for bad debt /
recognised individually : |
Provision forbad debt  1¢ 716 509 g9 ‘ 75,718,509.09 /
recognised by groups | | .
Including: Group 1 75,718,509.09 | _75,718,509.09 /

B. As at 31 December 2024, provision for bad debt recognised based on three stages

model

Stages Book balance Prov1sg);)tfor bad Carrying amount
Stage 1 61,489,959.74 61,489,959.74
Stage 2 .
Stage 3 | .

Total 61,489,959.74 | 61,489 959:74
As at 31 December 2024, provision for bad debt at stage 1:

Catego Book balance Provision [Provision for | Carrying Reason

- gory ratio (%) bad debt amount .-
Provision for bad debt i /
recognised individually |
Provision for bad debt ) 409 959 74 | 61,489,959.74 /
recognised by groups [ | | B
Including: Group 1 61,489,959.74 ! 61,489,959.74 /

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.

(iv) Top five closing balances by entity

Proportion of the |
. Balance as at 31 . balance to the total |[Provision for
Entity name Nature December 2024 Aging other receivables bad debt
(%)

USD 17,689,375.30

is aged within 1 year,
I}:I}%zg;{lON Related USi?a’;;O(fi;ﬁﬁ?fl
FORGING (LI o < | 73,054,883.78 | 1-2years, USD 96.48

party loans .

YANG) CO., LTD. 39,734.642.23 is aged

within 2-3years, USD

17,597,197.34 is aged
. | I N | within 3-4years
SHANGHAI Receivable |
CUSTOMS s from .
DISTRICT related 744,006.14 Within 1 year 0.98
P.R.CHINA parties
YANTAI JEREH
OILFIELD | Margin 120,931.03 1-2years 0.16
SERVICES GROUP | |
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‘ Proportion of the
. Balance as at 31 . balance to the total Provision for
Entity name Nature December 2024 Aging other receivables bad debt
| | ;
I . o (%) [
CO., LTD. i
CNOOC AND
SHELL
PETROCHEMICAL @ Margin 118,085.59 Within 1 year 0.16
S COMPANY
LIMITED
SUZHOU
S}JSSTTI{I’?TS Margin 82.875.55  Within I year 0.11
P.R.CHINA | -
Total | 74,120,782.09 97.89
5.8 Inventories
(a) Inventories by category
31 December 2025 31 December 2024 =4
Items = .. n
Book balance Ifrov1s.1on dor Carrying amount | Book balance Brov1§1on for Carrying
impairment | impairment amount
Raw 67,044.882.88 | 9,610.478.56 | 57.434,404.32 | 40.843,325.77 | 2,906,143.98 | 37,937,181.79
materials | |
Workin | 15077308569 | 2075374 | 100.752,331.95 | 77.051,515.15 18,420.25 | 77,033,094.90
process | | |
E(’)';‘;‘S‘ed 129,972,100.55 | 11,387,626.17 | 118,584,474.38 [116.946,832.18 | 6,544,769.14 [110,402,063.04
t?:ﬁgf M 3375723883 | 1,608809.83 | 32.148,429.00 | 28.584,753.18 | 87588479 | 27,708,868.39
Total | 331,547,307.95 | 22,627,668.30 | 308,919,639.65 263.426,426.28 |10,345,218.16 [253,081,208.12

(b) Provision for impairment

Increase during the Decrease during the
Ttem 31 December reporting period | reporting period Exchange 31 December
§ 2024 .. Reversal or Difference 2025
Provision Others e Others
| elimination -
| !

Raw, 3,383,053.93 482,263.66 -71,342.30 | 2,972,132.57
materials 1
Work in 68,591.90 49,964.86 211.48 18,838.52
process | _ |
;‘)‘:sged 4,707,780.48 | 1,048,269.92 29,673.84 .66,992.90  6,693,378.46
Goodsin | 9 437.81 211,159.80 -8,495.13 895,773.14
transit | -

Total 9,291,372.42 1,948,269.92 773,062.16 -147,041.81 10,580,122.69
5.9 Contract Assets
(a) Details of contact assets

31 December 2025 31 December 2024
[tems o) T . T T i -
Book balance P.rov1s_10n for Carrying | Book balance P'rows'mn for Carrying
| impairment amount __impairment amount

Undue 19.312,109.47 | 3,943353.00 | 15,368,756.47  23,318826.00 | 6,325.509.55 | 16,993,316.45
warranties | ! }

(b) Contract assets by impairment provision method
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31 December 2025

Category . Book ballance Provision for_|bad debt " Cartying
[Proportion Provision amount
Amount %) Amount ratio (%)

Provision for bad debt
recognised individually

FIONEIOR KOFDRCCete 19312,10047 | 100.00 3,943,353.00 | 20.42 15,368,756.46
recognised by groups [ |
Total 19,312,109.47 100.00 (3,943,353.00 20.42 15,368,756.46
(Continued)
31 December 2024
Category Book balance Provision for bad debt Carrying
' [Proportion Provision | amount
Amount (%) . Amount ratio (%) | o
Provision for bad debt 243,068.39 -

recognised individually

1.46 = 243,068.39  100.00

Provision for bad debt 23075757.61 | 98.54 608244116 2636 16,993 ,316.45
recognised by groups
Total 2331882600 100.00 6,325,509.5  27.14 |16,993,316.45

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

31 December

Category 2024

Provision

Changes during the reporting period

| Exchange

'Recovery Elimination | Djfference

or reversal | or write-off |

Undue

. 6,325,509.55 -2,251,636.11
warranties

130,520.44

31 December
2025

3,943,353.00
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5.10 Other Current Assets

Items

31 December 2025

31 December 2024

Input tax and prepaid tax to be deducted

4,089,434.16

4,503,505.37

5.11 Long-term Equity Investments

Investees

Neway
Industrial
(Suzhou) Co.,
Ltd.

31 December 2024

Increase during
the reporting
period

Decreas
¢ during
the
|reportin
2 period

31 December 2025

Provis

ion

for
impai
rment

Provision for

impairment at

31 December
2025

44,198,525 .45 ‘ 1,038,661.19
|

45,237,186.64

Neway
Industrial
Materials

(Dafeng)
Co.,Ltd.

27,151,799.40

Neway Oil
Equipment
(Suzhou) Co.,
Ltd.

22,380,525.69

Dongwu
Mechanical
(Wujiang)
Co., Ltd.
Neway
Precision
Forging (Li
Yang) Co.,
Ltd
NEWAY
VALVE
(EUROPE)
B.V.
NEWAY
VALVE
(SINGAPOR
E) PTELTD
NEWAY
FLOW
CONTROL
FZE
NEWAY
VALVE
WEST
AFRICA
FZE

14,601,506.58

248,977.82

1,454,820.38

20,229,800.33

27,400,777.22 |,

23,835,346.07

34,831,306.91

74,044,756.52

275,432.49

74,320,189.01

2,417,940.76

3,404,144.24

23,697.88

2,441,638.64

21,605.71

3,425,749.95

1,555,080.08

1,555,080.08

1,628,259.60

9,744.99

Neway Flow
Technology
(Lianyungang
) Co., Ltd.

312,228.20

1,638,004.59

312,228.20

Neway

145,554.82

145,554.82
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Investees

Technology
(Yantai) Co.,
Ltd. |
Bestway
Technologies

Limited

31 December 2024

Increase during
the reporting
period

Decreas
e during
the
reportin
2 period l

n
31 December 2025 | for

Provi ..
I:OVIS Provision for
impairment at

| 31 December

inpai 2025

rment

19,993,762.69

19,993,762.69

NEWAY
VALVE
INTERNATI
ONAL INC

23,417,149.19 |

NEWAY
FLOW
CONTROL
INC

4,425,711.72

23,417,149.19

Neway Flow
Control
(Suzhou)
Co.,Ltd.

22,774,859.16

Neway
Engineering
Services
(Suzhou) Co.,
LTD |
CONGTYTN
HHNEWAYV
ALVEVIETN
AM

Total

620,041.43

263,071,845.53

4,425,711.72

4,425,711.72

22,774,859.16

6,249,924.24 |

29,552,665.03

620,041.43

292,624,510.56

-

|

6,249,924.24

4,425,711.72

5.12 Fixed Assets

(a) Fixed assets by category

Items 31 December 2025 31 December 2024
Fixed assets 55,387.317.73 53,616,538.12
Disposal of fixed assets 119,837.63 64,847.07
Total 55,507,155.36 53,681,385.19
(b) Fixed assets
Electronic
Ttems Buildings. and Ma(fhinery " Vehicles eql'lipment, Total
constructions equipment appliances and
— - furniture
Initial cost: |
Balance as at 31 65,169.472.35 | 2.690,886.50 | 15,129,153.70 | 118,797,748.68

December 2024
Increase during the

35.808,236.13

. . 7,069.326.57 305,342.22 3,459,466.55 = 10,834,135.34
reporting period
(i) Acquisition 63,088.04 53,526.09 2,931,643.78 3,048,257.91
(ii)Transfer from 7,006,238.53 251,816.13 527.822.77 7,785,877.43
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| Electronic
Ttems Bulldlngs_ and Mac_hmery Vehicles qulpment, Total
constructions equipment appliances and
furniture

construction in progress
Decrease during the

@ ! 3,241,658.77 237,240.93 200,591.50 | 3,679,491.20
reporting period
(i) Disposal 3,237,737.31 237,240.93 200,591.50 | 3,675,569.74
(ii) Other decrease 3,921.46 3,921.46
Exchange difference 813,082.53 | 1,523.232.38 61,873.99 380.530.27 | 2,778,719.17
Balance as at 31 36,621,318.66 | 70,520372.53 | 2.820,861.78 | 18.768,550.02 | 128,731,111.99
December 2025
Accumulated
depreciation:
Balance as at 31 21.049,028.49 | 32,412,732.98 | 1,907,501.65 | 9,811.947.44 | 65,181,210.56
December 2024
Increase during the 2,307,846.29 | 4.737.913.15 396,444.23 | 2,260.290.04 | 9,702,493.71
reporting period
(i) Provision 2,307,846.29 | 4,737.913.15 396,444.23 | 2,260,290.04 | 9,702,493.71
Decrease during the 2,697,23596 |  216,042.66 |  181,690.80 | 3,094,969.42
reporting period
(i) Disposal 2,697,235.96 216,042.66 181,690.80 |  3,094,969.42
Exchange difference 504,153.07 759,150.67 45,360.99 246,394.68 | 1,555,059.41
Baligee aSat 23,861,027.85 | 35,212,560.84 | 2,133,264.21 | 12,136,941.36 | 73,343,794.26
December 2025
Provision for impairment:
Carrying amount:
Balance as at 31 12,760,290.81 | 35,307,811.69 687,597.57 | 6,631,617.66 | 55,387,317.73
December 2025 =l
Lk k] 14,759.207.64 | 32,756,739.37 |  783,384.85  5.317,206:26) 53,616:538.12
December 2024 LT Pt s

(c) Disposal of fixed assets

Ly

Items 31 December 2025 31 Deceg_berEOM |
Machinery equipment 103,705.95 55,834.02~
Electronic equipment, appliances and furniture 4,726.86 7.864.65
Vehicles 11,404.82 1,148.40
Total 119,837.63 64,847.07
5.13 Construction in Progress
(a) Construction in progress
(1) General information of construction in progress
31 December 2025 31 December 2024
Ttems Provision . Provision .
Book for Carrying Book for Carrying
balance |, . amount balance . . amount
o | Impairment |iImpairment
Equipment | 31,312.16 31,312.16 | 270,594.51 270,594.51
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(i) Changes in significant projects of construction in progress

| Increase Decrease 31
Proiccts | Budeet 31 December during the Transfer to during the | Exchange December
J get | 2024 reporting fixed asset reporting | difference 2025
_ . period ~ period -
Equipment / 270,594.51 | 7,781,716.25 | 7,785,877.44 | 238,510.32 -3.389.16 | 31,312.16
Total [ / | 270,594.51 @ 7,781,716.25 | 7,785,877.44 | 238,510.32  -3,389.16 | 31,312.16
(Continued)
i Il;i‘;?:;tg Interest
. ProPoﬂlp mot Rate of Cumula}we capitalised cap 1tall.sat10n Source of
Projects project input amount of interest . rate during the
progress e during the ] . funds
to budgets (%) capitalisation . reporting period
reporting (%)
- - period
Equipment / Under | . Private
qup | construction | | i capital
5.14 Intangible Assets
| Land use - I T
Items . Software Brand Patents ~|=-.Total
. rights | :
Initial cost:
Balance as at 31 5,390,38123 | 590596699 23395695 67,687.96 11,597,993.13
December 2024 |

Increase during the

) . 463,381.82 463,381.82
reporting period :

(i) Acquisition 463,381.82 463,381.82

Decrease during the
reporting period

Exchange difference 122,397.12 139,365.21 5,312.36 | 1,536.96 268,611.65

@nce asat 31

December 2025 5,512,778.35 | 6,508,714.02 | 239,269.31 | 69,224.92 | 12,329,986.60

Accumulated
amortisation:

Balance as at 31

December 2024 1,307,702.59 | 4,149,046.51 | 145,602.29 | 23,394.90 | 5,625,746.29

Increase during the

) . 121,322.61 387,028.24 | 16,893.04 | 6,635.60 531,879.49
reporting period

(i) Provision 121,322.61 387,028.24 | 16,893.04 | 6,635.60 531,879.49

Decrease during the
reporting period

Exchange difference 31,070.85 98,604.69 3,49791 606.55 133,780.00

Balance asat 31

December 2025 1,460,096.05 | 4,634,679.44 |165,993.24 | 30,637.05 | 6,291,405.78

Provision for
impairment:

Carrying amount:

Balance as at 31

December 2025 4,052,682.30 | 1,874,034.58 | 73,276.07 | 38,587.87 | 6,038,580.82

Balance as at 31

December 2024 4,082,678.64 | 1,756,920.48 | 88,354.66 | 44,293.06 | 5,972,246.84
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5.15 Deferred Tax Assets

31 December 2025

31 December 2024

Items - Deductible Deferred tax | Deductible Deferred tax
temporary assets | temporary assets
differences differences -

Accrued expense 35,895,124.41 | 5,384.268.66 | 42,113,622.32 |  6,317,043.35

payable R

Provision for credit 32,041,113.20 | 4,806,166.98 | 20,638,656.15 3,095,798.42

Impairment

Provision for 26,571,021.31 3,985,653.20 | 16,670,727.72 | 2,500,609.16

impairment loss

Deferred income 6,945,637.48 1,041,845.62 | 2,044,082.07 | 306,612.31

Share based payment 1,051,957.18 157,793.58 1,288,314.04 | 193,247.11

Unused special reserve- 938,781.82 140,817.27 825.063.61 123.759.54

safety production costs

Deferred expenses l | - -
Total | 103,443,63540  15,516,54531  83,580,46591 |  12:53 7,069.89

5.16 Other Non-current Assets

Other

Items 31 December 2025 31 December 2024
Prepaid equipment fee 3,586,351.00 1,156,598.00-
318,714.41 251,560.52
Total 3,905,065.41 | 1,408,158.52

5.17 Short-term Borrowings

Items

31 December 2025

Credit loan

121,249,588.12

31 December 2024
79,471,815.70

Discounted notes receivable not due

and not derecognized 1,626,644.08 4,100,134.07
Subtotal 122,876,232.19 83,571,949.77

Interest payable 1,574,712.54 1,001,195
Total 124,450,944.74 84,573,145

5.18 Notes Payable

Category

Bank acceptance bills

31 December 2025

31 December 2024

102,752,077.45

94,147,966.87

Commercial acceptance bills

35,567,949.01

Letter of credit

Total

31,299,795.13
169,619,821.59

94,147,966.87

Notes: As at 31 December 2025, the Company has no notes payable matured but not

yet paid.
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5.19 Accounts Payable
Items | 31 December 2025 | 31 December 2024
Payables for goods | 264,804,423.69 186,582,978.14

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

December 2024.
5.20 Contract liabilities

Ttems

Advances for goods

31 December 2025
73,328,261.78

31 December 2024
43,894,989.84

5.21 Employee Benefits Payable

(a) Details of employee benefits payable

Increase during |Decrease during ' L il
31 December . ] ‘Ewchange | 31 December
Items 2024 the rep.ortlng the repf)rtmg differe l"l%_é 2025
I period period —
o fem Gmployee 16,975,165.62 | 74.741312.62 | 74,010,084.29 | 393,749.78 [18,100,143.73
Post-employment
benefits-defined 893,534.83 8,016.506.40 7,916,756.72 21,421.61 | 1,014,706.12
contribution plans
Termination benefits | 137,470.67 137,470.67
Total : 17,868,700.45 | 82,895,289.69 | 82,064,311.68 | 415,171.39 | 19,114,849.85
(b) Short-term employee benefits
Ttem 31 December Il:ﬁrefeseocitl{rlng D;f rea;seoftl_lrmg Exchange | 31 December
ems 2024 ¢ reporting € IEPOTHNE | difference 2025
- period period
Salaries, bonuses, 14,907,165.61 | 63,981,376.38 | 63,389,285.80 | 345.212.90 | 15,844,469.00
allowances and subsidies
Employee benefits 1,437,163.66 1,437,163.66
Social insurance 397,778.55 4,265,423.03 4,222,787.59 9,516.25 449,930.24
Health insurance 325,576.82 3,407,710.37 3,371,549.83 7.803.27 369,540.63
Injury and maternity 40,303.88 523,582.71 518,686.75 97075 | 46,170.59
nsurance
Maternity compensation 31,897.85 334,129.95 332,551.01 742.23 34,219.02
Housing accumulation fund 591,310.03 | 3,895,180.60 | 3,819,111.05 | 14,290.26 | 681,669.84
La5OM; unsin fiAds and 1,078,911.43 | 1,162,168.96 | 1,141,736.14 | 24,730.38 | 1,124,074.63
employee education funds
Total 16,975,165.62 | 74,741,312.63 | 74,010,084.33 | 393,749.79 | 18,100,143.71
(c) Defined contribution plans
Increase Decrease '
Tterns 31 December | during the during the Exchange |31 December
2023 reporting reporting difference 2024
- B period _period
E:;ggf;}’k’ymem 893,534.83 [8,016,506.40 | 7,916,756.70 |  21,421.59 |1,014,706.12
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Increase Decrease
Items 31 December | during the during the Exchange 31 December
2023 reporting reporting difference 2024
period period
1. Basic endowment 857,793.84 | 7,772,646.77 | 7,676,886.84 |  20,564.74 | 974,118.51
insurance
2. Unemployment 35,740.99 | 24385963 | 239,869.86 856.85 |  40,587.61
insurance :
Total | 893,534.83 |8,016,506.40 | 7,916,756.70 | 21,421.59 [1,014,706.12
(d) Termination benefits
31 ‘ Increase during | Decrease during | Exchanee 31
Items December | the reporting the reporting d&i fferen%e December
- 2023 ‘ period | period 2024
|
Employces | 13747067 137,470.67
compensations | |
5.22 Taxes Payable
Items 31 December 2025 31 December 2024
Corporate income tax 10,874,730.48 5,212,288.97
Individual income tax 215,028.10 231,743.62
Other 1,486,435.38 185,948.57
Total 12,576,193.96 5,629.981.16
5.23 Other Payables
Items 31 December 2025 | 31 December 2024~
Accrued expenses 62,405,804.95 | 45,432,235.58
Advanced payment by intragroup related party 16,827,212.36 | 16,641,793.91
Intragroup related party loans : 3,642,584.88 5,679,238.31
Accrued expense payable 3,532,999.76 2,872,052.63
Equipment engineering payable _ 1,445,075.83 1,146,065.46
Guarantee fund !— 360,179.18 328,190.34
Other 542717 353.78
Total 88,219,284.13 72,099,930.01
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5.24 Non-current Liabilities Maturing within One Year

Items 31 December 2025 31 December 2024
Long-term loan due within one year 42,426,531.79 22,581,229.64
Total 42.426,531.79 1 22,581,229.64

5.25 Other Current Liabilities

Ttems ‘ 31 December 2025 31 December 2024
Notes receivable that have been ’
endorsed but not expired and have not | 5,101,785.08 11,280,057.34
been derecognized | -
Cost of providing service 3,539,193.48 3,335,306.32
Tax payable-reclassification from 2,708,921.95 . 3.959.319.99

credit balance of VAT payable |
Total |

11,349,900.51 18,574,683:65

5.26 Long-term Borrowings

| Range-of interest

Items | 31 December 2025 | 31 December 2024
| | rates
Credit loans 41,455,678.59- ‘ 2.28%
5.27 Deferred Income
(a) General information of deferred income
Increase Decrease
31 December | during the during the Exchange |31 December
Items . . .
2024 reporting reporting difference 2025
period period |
Government grants | 1,288314.04 265,610.06 -29,253.20 | 1,051,957.18
(b) Items related to government grants
Recoignmsed Recognised |
Increase non-operatin in other Related to
It 31 December |during the ; I:)me € | income Exchange |31 December |assets/Related
ems 2024 reporting du‘;;:n the during the | difference 2025 to profit or
period g reporting loss
reporting :
. period
- period
Related to
Other 1,288,314.04 265,610.06 [-29,253.20 |1,051,957.18 | assets and
profit
5.28 Share Capital
Homs 31 December Changes dur.lng.the .reportmg period (+,-) 31 December
2024 .New Bonus Capitalisation Others Subtotal 2025
Issues | 1ssues of reserves
Newny Group 1,178,080.65 -1,178,080.65 |-1,178,080.65
Co., Ltd. =
Wang Baoging 18,029,040.91 18.029,040.91
Lu Bin 12,677,658.71 12,677,658.71
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Items

31 December
2024

Cheng Zhangwen

Xi Chao

18,029,040.91

|
|

New
lissues

Changes during the reporting period (+,-)

Bonus Capitalisation |
| of reserves

issues

Others

Subtotal

31 December
2025

12,673,060.07 |

Beijing Hengde
Times Private
Equity Fund
Management Co.,
LTD. - Hengde
Zhixin No. 20
Private Securities
Investment Fund

5,355,980.84

Beijing Hengde
Times Private
Fund
Management Co.,
LTD. - Hengde
Yuanzheng Jinrui
No.1 Private
Securities
Investment Fund

Public unit

Restricted stock

5,351,382.20

38,581,793.59

1,943,774.92

18.029,040.91
12,673,060.07

5,355,980.84

5,351.382.20

1,669,321.69

1,669,321.69

40,251,115.28

487,825.94

487,825.94

2,431,600.86

Total

113,819,812.80 979,066.98 ‘ 979,066.98 | 114,798,879.78

Notel: On June 27, 2025, the company announced that Neway Group plans to reduce
its holdings of the company's shares by no more than 7,490,620 shares(Account for
0.97% of the company’s total share capital at that time) through centralized
competitive bidding during 7 July 2025 to 17 October 2025. As of September 20,
2025, Neway Group had reduced 7,490,620 shares through centralized competitive
bidding.

Note2: On November 12, 2025, the company announced the “Announcement on the
Release of the First Lock-up Period for the Reserved Granted Portion of the 2023
Restricted Stock Incentive Plan and Listing of Shares,” stating that the type of shares
to be listed is restricted stocks under the equity incentive plan, subscribed through
offline methods, with a total of 225,297 shares to be listed. The total number of shares
to be circulated upon listing is 225,297 shares. The listing date is November 18, 2025.

Note3: On November 20, 2025, the company announced the “Announcement on the
Release of the Second Lock-up Period for the Initially Granted Portion of the 2023
Restricted Stock Incentive Plan and Listing of Shares,” stating that the type of shares
to be listed is restricted stocks under the equity incentive plan, subscribed through
offline methods, with a total of 3,227,538 shares to be listed. The total number of
shares to be circulated upon listing is 3,227,538 shares. The listing date is November
26, 2025.

Noted: The company implemented the 2025 Restricted Stock Incentive Plan, granting
a total of 7,713,799 restricted shares to 154 employees at an issue price of RMB 15.93
per share. As a result, share capital increased by RMB 6,952,466.00, capital reserve
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increased by RMB 103,800,350.50, and treasury shares and other payables were
recognized at RMB 110,752,816.50.

Note5: During the period, a reduction of 70,800 shares occurred due to share
repurchase and cancellation resulting from employee resignations.

5.29 Capital Reserves
31 Decemb Increase during durine th '
Ttems ecember |y reporting Decreasg urmgt e | 31 December
2024 . reporting period 2025
| | period
2 apilal prerin 146,645,910.39 | 18,739,683.49 63,761.10 | 165,321,832.78
(share premium) | | | AR
Other capital reserves 11,944,527.32 | 13,089,611.72 4,477,480.57 | 20,556,658.47
Total 158,590,437.71 | 31,829,295.21 4,541,241.67 | 185,878,491.25
5.30 Treasury Stock
31 December Increase du'rmg Decrease during the | 31 December
Items the reporting . :
2024 . reporting period 2025
— | period =
Treasury stock 17,664,171.26 | 15,757,002.12 3,657,962.97 | 29,763,210.41

Note: Rongcheng Certified Public Accountants (Special General Partnership)
performed a verification of the actual capital contributions received by the company
in connection with the 2025 Restricted Stock Incentive Plan and issued the "Capital
Verification Report on the Capital Contributions for the 2025 Restricted Stock
Incentive Plan" (Rongcheng Verification Letter [2025] No. 210Z0008) on August 19,
2025, confirming that as of August 18, 2025, the company had received subscription
payments from 150 incentive recipients for 6,952,466 restricted shares, totaling RMB
110,752,816.50.

On November 18, 2024, the company held the twenty-first meeting of the Fifth Board
of Directors and the eighteen meeting of the Fifth Supervisory Board,-at \_i};h_ich the
"Proposal on the Repurchase and Cancellation of Certain Restricted Shares and the
Adjustment of the Repurchase Price for the Initially Granted Portion" and the
"Proposal on the Fulfillment of Conditions for the First Release of Lock-up Period for
the Initially Granted Portion of the 2023 Restricted Stock Incentive Plan" were
reviewed and approved. The Board's Remuneration and Appraisal Committee issued
its consenting opinions on the relevant proposals. The number of incentive recipients
eligible for release under the first release period of the initially granted portion of the
2023 Restricted Stock Incentive Plan was 116 persons, with 114 persons actually
being eligible for release in this round. The number of restricted shares repurchased
from two resigned employees was 70,800.00 shares, at a repurchase price of RMB
7.33 per share, totaling RMB 518,964.00.

On September 30, 2025, the company held the 32nd meeting of the Fifth Board of
Directors and the 25th meeting of the Fifth Supervisory Board, at which the "Proposal
on the Repurchase and Cancellation of Certain Restricted Shares and the Adjustment
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of the Repurchase Price for the Reserved Granted Portion" and the "Proposal on the
Fulfillment of Conditions for the First Release of Lock-up Period for the Reserved
Granted Portion of the 2023 Restricted Stock Incentive Plan" were reviewed and
approved. The Board's Remuneration and Appraisal Committee issued its consenting
opinions on the relevant proposals. The number of incentive recipients eligible for
release under the first release period of the reserved granted portion of the 2023
Restricted Stock Incentive Plan was 16 persons, all of whom were actually eligible for
release in this round. The number of restricted shares actually eligible for release was
225,297.00 shares, representing approximately 0.03% of the company's current total
share capital, at a repurchase price of RMB 6.81 per share, totaling RMB
1,534,272.57.

On November 4, 2025, the company held the 34th meeting of the Fifth Board of
Directors and the 27th meeting of the Fifth Supervisory Board, at which the "Proposal
on the Repurchase and Cancellation of Certain Restricted Shares and the Adjustment
of the Repurchase Price under the 2023 Restricted Stock Incentive Plan" and the
"Proposal on the Fulfillment of Conditions for the Second Release of Lock-up Period
for the Initially Granted Portion of the 2023 Restricted Stock Incentive Plan" were
reviewed and approved. The Board's Remuneration and Appraisal Committee issued
its consenting opinions on the relevant proposals. The number of incentive recipients
eligible for release under the second release period of the initially granted portion of
the 2023 Restricted Stock Incentive Plan was 114 persons, all of whom were actually
eligible for release in this round. The number of restricted shares actually eligible for
release was 3,227,538.00 shares, representing approximately 0.42% of the company's
current total share capital, at a repurchase price of RMB 7.33 per share, totaling RMB
23,657,853.54.5.31 Other Comprehensive Income

5.31 Other Comprehensive Income

: Changes during the reportmg period
l [ Less: Ttems [ B
previously |
recognized in . 31D

Ttems |31 December 2024 other | Lesst | cibuable | Atributble o ccember
| Amount . Income R 2025

| comprehensive to owners of  non-controlling

before tax tax

income being e penacs the Company interest

reclassified to
| current profit or
loss

Exchange |
differences [
;’r';nslaﬁng 20,032,636.33 | 7,481.236.14 | | -21,551,400.19
foreign
operations |

532 Specific Reserves

31 December | Increase du.rmg Decrease dl.mng 31 December
Items the reporting the reporting
2024 ) | . 2025
B period | period
Safety fund 851,237.92 1,091,000.74 996,016.91 946,221.75
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5.33 Surplus Reserves
' Changes Increase D;::i‘?se
Ttems 131 December of 1 January during the the € 131 December
2023 ccounting 2024 reporting . 2025
policy period reporting
period
Statutory
surplus 57,738,517.21 57,738,517.21 |1,887,585.86 59,626,103.07
reserves
5.34 Retained Earnings
Items 2025 2024
Ba}ance as at the end of last period before 307,446,549.16 232,710,787.46
adjustments
Adjustments for the opening balance (increase
/(decrease)) B
Bal.ance as at tbe beginning of the reporting 307,446,549.16 232.710,787.46
period after adjustments
Add: Net profit attributable to.owner.s of the 209.811,928.17 169,953,116.66
parent company for the reporting period 1l
Add: Corr;mon stock dividends converted to £9.338.01 |
share capital ]
Less: Transfer to statutory surplus reserves 1,866,396.13 -
Common stock dividends payable 186,531,683.76 95,217,354.96
Balance as at the end of the reporting period 328,949,735.45 307,446,549.16
5.35 Revenue and Cost of Sales
2025 2024 I
Items = =5
Revenue Costs of sales Revenue Costsof sales-
Principal 850,817,753.65 | 549,602,482.97 | 715,144,342.55 | 459,448,816.31
activities B
Other activities 1,519,720.95 1,369,093.57 1,948,518.43 1,868,816.04
Total 861,337,474.60 | 550,971,576.54 717,092,860.98 461,317,632.35

5.36 Taxes and Surcharges

Items 2025 2024
Jrban maintenance and 2,646,312.56 1,805,989.75
Educational surcharge 1,863,656.96 1,289,992.67
Property tax 438,467.81 366,030.63
Land usage tax 254,503.98 335,917.26
Stamp duty 35,584.41 47,266.69
Other 11,104.49 5,067.2_4

Total 5,249,630.21 3,850,264.24
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5.37 Selling and Distribution Expenses

Items 2025 | 2024
Employee's compensation 13,440,455.36 12,639,995.08
m‘fjﬁgm e 14,809,146.38 11,513,685.16
Contract penalty 2,062,100.71 3,445,840.03
Travel expense 1,300,871.49 1,214,717.33
Business entertainment expense 1,228,009.94 877,261.34
Advertising fee . 591,379.05 695,021.59
IC/Iarket development expense 400,019.56 684,033.19
Commodity inspection fee 377,553.60 604,883.39
Administrative expenses 111,668.39 94,728.17
Others - 4,474,117.89 4,783,309.78

Total 38,795,322.37 | 36,553,475.06

5.38 General and Administrative Expenses

Ttems | 2025 _ 2024

Employe_e's compensation 9,755,958.22 10;055,%3 61 ~
lToperty costs 1,040,741.49 1,263,033.33
I;epreciation 610,759.04 805,036.62
R_ental fees 414,444.06 578,984.26
Third-party verification fee 561,902.19 480,679.57
IT software fee 388,684.36 405,810. 10_
Business entertainment expense - 122,249.30 31 9,959;3
Material consumption 273,222 .38 105,949.60
Travel expenses 51,305.10 105,934.60
ammunication fee 88,481.82 86,716.90
Car expenses 127,433.91 86,569.80
C?nsulting service fee 123,855.85 80,468.44
Office expenses 30,863.81 22,421.15
Legal expenses 56,801.41 13,589.32_
Amortization of intangible assets 4,646.67 4,62972
Other 3,778,360.69 2,048,581.92

Total 17,429,710.30 16,434,101 .00_
5.39 Research and Development Expenses

Items 2025 2024
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Items 2025 2024
I;Iaterial con_sumption 24,820,974.12 20,851,774.62
Staff expenses 10,220,308.53 9,055,0495
]ipreciation 602,165.14 594,790.14
Labour expenses 418,161.69 417,070.27
Software maintenance fee 381,483.39 306,328.37
Third-party verification fee 109,269.76 237,899.34
Consulting service fee 235,171.33 230,153.70
Rental fees 138,303.46 137,781.12
Travel expenses 87,123.40 109,199.22
Business entertainme_nt expense 42,366.95 90,319.92
Utility bills o 58,324.73 54,565.31
Test inspection fee 1,300.58 13,54.02
Office expenses 17,729.31 14,162.83
Other 1,269,216.03 725,4945
E;i‘;‘:;‘;heand development -17,030,448.58 -14,517,674.88

Total 21,371,449 .84 18,320,008.06

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

5.40 Finance Costs

Items 2025 2024
Interest expenses 5,670,941.32 5,406,892 .91
Including: Interest expenses for )
lease liabilities
Less: Interest income 11,718,499.48 7,044,125.68

Net interest expenses

-6,047,558.16

-1,637,232.77

Net foreign exchange losses

3,516,545.05

-7,707,786.56

Bank charges 2,719,239.13 1,505,733.31
Total 188,226.01 -7,839,286.02
5.41 Other Income
Items | 2025 . 2024 Related to assets /income

1. Government grant recognised in
other imcome

’ 3,787,208.87 | 854,608.26

Including: Government grant related

262,628.37 | 593,787.44 Related to assets

to deferred income (related to assets)
Government grant directly

recognised in current profit or loss 3,524,580.51 @ 260,820.82

(related to income) .

Related to income
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Items 2025 2024 Related to assets /income
2. Others related to daily operation
activities and recognised in other 2,268,855.10 | 413,518.39

income
Including: Charges of withholding
individual income tax

Additional input VAT deduction 2,182,910.90 | 371,127.77
Total 6,056,063.97 | 1,268,126.65

85,944.20 42,390.61

5.42 Investment Losses

Items 2025 2024
¥nvestment income from long-term equity 30,085,008.06 9.831,151.16
investments under cost method _
Wealth management products and structured $0,015.89 1,002,919.48
deposit income T
Gain on discounting of bills ("-" indicates a loss) -112,110.37 -233,763.01
Forward foreign exchange contract losses -

Total | 30,052,913.58 | 10,600,307.63

5.43 Gains from Changes in Fair Values
Sources of gains on changes in fair value : 2025 2024
Financial liabilities held-for-trading | 178,652.54 N — - 60,821.44
5.44 Credit Impairment Losses
Items | 2025 3024 n
Bad debt of accounts receivable -11,749,142.51 -1,429.,243 49
and contract assets =
Total -11,749,142.51 | -1,429,243.49
5.45 Asset Impairment Gains/ (Losses)
Ttems 2025 2024
Impairment of inventories -11,912,301.81 -1,170,769.15
Impairment of contract assets 2,497,433.15 -1,686,188.85
Total -9,414,868.66 -2,856,958.00
5.46 Gains/ (Losses) from Disposal of Assets
Ttems | 2025 2024
Gains/(losses) from disposal of
fixed assets, construction in
progress, right-of use assets and -318,205.81 -173,784.19
intangible assets not classified as
held for sale o | i
Including: Fixed assets -318,205.81 -173,784.19

Right-of use assets | -
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Items _ 2025 | 2024
Total -318,205.81 | -173,784.19
5.47 Non-operating Income
(a) Details of non-operating income
Recognised in
Items 2025 2024 current extraordinary
| | gains and losses
Non-payable liabilities 18,260.70 18,260.70
Gains from disposal of fine '
& donations (“-“ for ‘ 48,643.98 81,163.47 48,643.98
losses) !
Gains from disposals of
others (“-* for losses) 339.95 . B 339_.9_5_
Compensation 3,139.12 67,108.53 3,139.12
Total 70,383.75 148,272.00 70,383.75
5.48 Non-operating Expenses
| Recognised in
Items 2025 | 2024 current extraordinary
gains and losses
External donation 21,101.20 I 21,021.50 21,101.20
Non-current assets damage 138,040.56 I 18,064.78 138,040.56
Fine expenditure 11,771.35 144,57 11,771.35
Total 170,913.11 [ 39,230,85 | e 170,913.11
5.49 Income Tax Expenses
(a) Details of income tax expenses —
Ttems 2025 2024 =l
Current tax expenses 34,889,064.96 25,180,027.75
Deferred tax expenses -2,664,550.04 901,833.07
Total 32,224,514.92 26,081,860.82

5.50 Supplementary Information to the Statement of Cash Flows

(a) Supplementary information to the statement of cash flows

Supplementary information 2025

2024

(i) Adjustments of net profit to cash flows
from operating activities:

Net profit 209,811,928.17 169,953,116.65_
Add: Provisions for impairment of assets 9,414,868.67 2,856,;8.00
Impairment Loss of Credit 11,749,142 .51 1,429,243 .49
Depreciation of fixed assets, Investment 8.980,597.73 8,946,679.24

Properties, oil and gas asset and productive
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Supplementary information

biological assets

Depreciation of right to use assets

Amortisation of intangible assets

Amortisation of deferred income

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

Losses /(gains) on scrapping of fixed assets

Losses /(gains) on changes in fair value

Finance costs /(income)

Investment losses /(income)

Decreases /(increases) in deferred tax assets

Decreases /(increases) in inventories

Employee stock ownership plan expenses

Decreases /(increases) in operating
receivables

Increases /(decreases) in operating payables

2025 2024
531,879.48 503,557.33
175,330.67 593,787.44
318,205.81 173,784.19

11,771.35 18,064.78
-178,652.54 -60,821.44
2,154,396.27 -2,635,627.12
-30,052,913.58 -10,600,307.63
-2,664,550.05 -901,833.06
-61,441,802.26 -34,817,976.26
8,727,872.44 5,655,017.43
-28,862,019.62 -13,814,697.61
167,615,030.96 26,134,797.09
-6,035.84 -518.84

Restricted cash reduction

Net cash flows from operating activities

297,006,946.12

153,433,223.68

(i1) Significant activities not irKIJving cash
receipts and payments:

Conversion of debt into capital

Convertible corporate bonds maturing within
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 reporting period

Less: Restricted cash at the end of the
reporting period

Less: Cash at the beginning of the reporting
period

Add: Restricted cash at the beginning of the
reporting period

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

274,914,929.24 . 162,727,438.85
6,637.16 520.97
_:_ 162,727,438.85 136,409,380.23
520.97 2.13_
:.
| 112,181,374.2 26,317,539.78

(b) The components of cash and cash equivalents

Items

31 December 2025

31 December 2024
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Ttems 31 December 2025 | 31 December 2024
(i) Cash | 274,908,292.08 162,726,917.88
Including: Cash on ;and ' i
S8 nibank availablcior 274,908,292.08 | 162,726,917.88

immediate use
Other monetary funds available
for immediate use _ |

(ii) Cash equivalents

(iii} Cash and cash equivalents at the

end of the reporting period | -
Including: Restricted cash and cash |

equivalents |

5.51 Restricted Assets

274,908,292.08 162,726,917.88

Carrying amount at 31

s December 2025 Resson
Bank's acceptance of draft deposit
Cash and cash equivalents 6,637.16 | and guarantee deposit with a

period of less than one year

5.52 Government Grants

(a) Liability items that involve government grants

Amount Amount | R

ltems | Increase in | — | /H 5
presented in verament recognised in recognised in I RE Tt —
the |Ra1ance as at 31 gr:n ts durin non-operating |other income | Exchange [Balance as at 31 [to assets
statement of December 2024 %he reno rting income during | during the difference  |December 2025 or
financial :fio d € | the reporting reporting income
position P period ] period
Related
Deferred 1,288,314.04 265,610.06 | -29,25320 | 1,051,957.18 |10 2SSt
income | and
S e | income
Total 1,288,314.04 265,610.06 = -29,253.20 | 1,051,957.18
(b) Government grants recognised in current profit or loss
Items presented in income 2025 2004
statement
Other income 6,056,063.97 1,268,126.65
Total 6,056,063.97 1,268,126.65
5.53 Leases
(a) The Company as a lessee
Items 2025
Il;ll)gt)ggcsies for short-term lease under simplified 2.227,034.99
Cash outflows related to leases 2,227,034.99

(b) The Company as a lessor

The Company did not act as a lessor in the current period.

75



Neway Valve (Suzhou) Company Limited

Notes to the financial statements

6. RESEARCH AND DEVELOPMENT EXPENDITURES

6.1 R&D expenditures by nature

Items 2025 2024
Material consumption 24,820,974.12 N 20,851,774.62
Staff expenses 10,220,308.53 9,055,049.19
Depreciation 602,165.14 : 594,790.14
Labour expenses 418,161.69 417,070.27
Software maintenance fee 381,483.39 306,328.37
Third-party verification fee 109,269.76 237,89_9.34 “
Consulting service fee 235,171.33 230,153.70
Rental fees o 138,303.46 - 137,781.12
Travel expenses 87,123.40 109,199.22_
Business entertainment expense 42,366.95 90,319.92
Utility bills 58,324.73 54,565.31
Test inspection fee 1,300.58 ) B 13,094.0;
Ofﬁ;expenses 17,729.31 14,162?83
(_)ther 1,269,216.03 725,494.89

Research and development
prototype

-17,030,448.58

-14,517,674.88

Total

21,371,449.84

Including: Expensed R&D
expenditures

18,320,008.06

21,371,449.84

Capitalized R&D
expenditures

18,320.008.06

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

7. FAIR VALUE DISCLOSURES

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.

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 2025

Items

Fair value at 31 December 2025
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Level 1 Level 2 Level 3 Total

Recurring fair value measurements ‘
I
|

53,072,330.62
9,230,551.91

|
53,072,330.62

| 9,230,551.91

|
Nonrecurring fair value |
measurements

(a)Financial Assets Held-for-trading

(b) Accounts receivable financing

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: Wang Baoqing, Lu Bin, Xi Chao,
Cheng Zhangwen, Beijing Hengde Times Private Fund Management Co., LTD. -
Hengde Zhixin No. 20 Private Securities Investment Fund, and Beijing Hengde Times
Private Fund Management Co., LTD. - Hengde Yuanzheng Jinrui No. 1 Private
Securities Investment Fund. The aforementioned six parties are acting in concert. As
of December 31, 2025, Wang Baoqing, Lu Bin, Xi Chao, Cheng Zhangwen, Beijing
Hengde Times Private Fund Management Co., LTD. - Hengde Zhixin No. 20 Private
Securities Investment Fund and Beijing Hengde Times Private Fund Management Co.,
LTD. - Hengde Yuanzheng Jinrui No. 1 Private Securities Investment Fund held
62.70% of the company's shares. The voting rights ratio of this company is 62.70%:

8.2 General Information of Subsidiaries

PRRCigal Registration Business | Shareholdmg®5-. Acquisition
Name | place of 1 tu T — thol
| business place hature | Direct Indirect : Pty
o I N ‘ j Combination
NEWAY INDUSTRIAL . Manufacture
(SUZHOU) CO., LTD. China Suzhou of castings 90.07 9.93 ung:;;irlne
NEWAY INDUSTRIAL Mango Combination
MATERIALS (DAFENG) China Dafeng anuta | 8775 | 1225 | under same
CO., LTD of castings control
BESTWAY - Combination
TECHNOLOGIES China Hong Kong Investment 100.00 - | under same
LIMITED | control
Combination
DONGWU MECHANICAL . .. Valve X
(WUJTANG) CO., LTD. China Wujiang R 100.00 - undzi) ﬁ;girent
SUZHOU HECHUANG Testin -
TESTING TECHNOLOGY China Wujiang servicg - | 100.00 | Establish
CO., LTD. ,
| Combination
NEWAY OIL EQUIPMENT . Valve .
(SUZHOU) CO., LTD. China Suzhou manufacture 93.17 6.83 undii) ;dl:gelrent
NEWAY PRECISION Manufacture
FORGING (LIYANG) CO., China Liyang of castings 100.00 - ‘ Establish
LTD. & ;
NEWAY FLOW CONTROL ) Valve ‘ .
(SUZHOU) CO., LTD. China Suzhou manufacture | 100-00 - | Establish
NEWAY FLOW
TECHNOLOGY . . )
(LIANYUNGANG) CO., China Lianyungang Valve Sale 60.00 - | Establish
LTD.
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. [ | .
Name 1;112%? | Registration Business I Sharehqldmg% Acquisition
business place nature Direct | Indirect method
BAMTAT CoL LTD, China Yantai | Valve Sale | 100.00 - | Establish
NEWAY FLOW ‘
TECHNOLOGY China Chengdu Valve Sale - 60.00 Establish
(CHENGDU) CO., LTD.
NEWAY ENGINEERING Maint
SERVICES (SUZHOU) CO., = China Suzhou | vamtenance | g5 a4 - | Establish
L.ID | service
NEWAY ENGINEERING Maint
SERVICES (HUIZHOU) China Huizou amfenance -| 5500 Establish
CO. LTD | service
[ | !

Eglvglgidg%TFI{%LCD America America Valve Sale - | 100.00 | Establish

U | . — :
?]NESN AY FLOW CONTROL America America Valve Sale 100.00 - Establish
?NETv]gﬁ&I:IZ%Vb}IEAL INC America America Valve Sale 100.00 - Establish
= WAYVALVE (EUROPE) | Netherlands | Netherlands | Valve Sale | 100.00 - | Establish
AEWAYVALVE (EUROPE) | praly Ttaly Valve Sale - | 10000 | Establish
IL\;EIXSXP%%IE\;F}TE LTD Singapore Singapore Valve Sale 100.00 - Establish
I;;g AY FLOW CONTROL UAE UAE Valve Sale 100.00 - Establish
NEWAY FLUID | Vel
EQUIPMENT VIETNAM Viemam | Vietnam | 8% - | 100.00 | Establish
COMPANY LIMITED - i
NEWAY VALVE WEST . . Valve .
AFRICA FZE Nigeria ' Nigeria manufacture 100.00 - | Establish
NEWAY ENERGY Saudi Arabia | Saudi Arabia Vilie - | 100.00 | Establish

| manufacture |

CONG TY TNHH NEWAY . . Valve .
VALVE VIETNAM Vietnam Vietnam manufacture - | 100.00 1 Establish
NEWAY VALVE . . Support .
(MALAYSIA) SDN. BHD. Malaysia Malaysia i - | 100.00 | Establish

8.3 Other Related Parties of the Company

Name

NEWAY GROUP CO,, LTD.

Relationship with the Company | Iy

' Corﬁpanies under the same control of ultimate

controlling shareholders

NEWAY CNC EQUIPMENT (SUZHOU) Co,
LTD.

MAINTENANCE SERVICES GULF

ABAHSAIN NEWAY INDUSTRIAL
COMPANY LIMITED

C(;mpanies under the same control of ultimate
controlling shareholders

Joint ventures with significant impact

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 INatire of 118 2025 2024
. transaction(s)
NEWAY CNC EQUIPMENT (SUZHOU) Equipment 1,839,315.16 1,257,117.01
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Related parties Nature of the 2025 2024

transaction(s)

CO.,LTD.

NEWAY CNC EQUIPMENT (SUZHOU) Cost 70,047.02 68,163.38

CO.,, LTD. - o

Hotel accommodation,

NEWAY GROUP CO., LTD. conference reception, 176,312.18 100,156.86
property fees o

MAINTENANCE SERVICES GULF Cost 619,770.84 385,322.81

x n IRDUSTRIAL MATFERIATS Materials 41,629,792.77 46,972.802.17

(SUZHOU) CO.,LTD.
NEWAY INDUSTRIAL MATERIALS

Al Cost 4,444,028.29 461328276
EA“FI%ES%%?EEL MEEERIALS Materials 20,033,526 | 2222081999
?Sg@‘ég‘égﬁ{%“‘ MATERTALS | Cost 2,458,093.85 3,034,253.93
rggX%Qm EQUIPMENT (SUZHOU) Materials 1,776,295.35 297,696.92
[C’gfgvgp MECHANICAL (WUJIANG) Materials 5,056,611.48 999,554.64
Iggfvf;’; RECISION FORGING (LI YANG) Materials 39,014,927.83 | 31,691,239.69
gg_‘f’g; RECISION FORGING (L1 YANG) Cost 2,782,577.91 1443,87547
NEWAY FLOW CONTROL SUZHOU) CO, | 1oy oo p—-
NEWAY VALVE INTERNATIONALINC | Materials 54,575.64 741,036.47
NEWAY VALVE (EUROPE) S.R.L CO“‘";‘:;L‘;“SZ‘: RED TUBSIALL__ T048T0.66
NEWAY FLOW CONTROL FZE Materials 439187487 -1 713493409 16
NEWAY VALVE (SINGAPORE) PTE.LTD. * Materials | LT T enies
[ S

g%vgﬁggrggqﬁ%mG SERVICES Cost st X T /R
?}fg}’%gf}’ﬁéﬁ%ﬁgﬁ SERVICES Cost 127,160.34
Sales of goods and rendering of services:

Related parties 'tf:nt‘sl:; t‘l’(f;f‘; 5 | 204
NEWAY INDUSTRIAL MATERIALS (SUZHOU) CO., LTD. Goods 155,575.51 | 140,507.08
NEWAY OIL EQUIPMENT (SUZHOU) CO., LTD. Goods $.81923 |  143,199.56
DONGWU MECHANICAL (WUJIANG) CO.,LTD. Goods 21,190.17
NEWWAY FLUID TECHNOLOGY (LIANYUNGANG) CO, Goods szl 1700857
NEWAY TECHNOLOGY (YANTAI) CO., LTD. Goods 21674 | 51,500.58
NEWAY FLOW TECHNOLOGY (CHENGDU) CO., LTD. | Goods
NEWAY FLOW CONTROL INC Goods 6,758,100.10  2,822,772.85
NEWAY VALVE (SINGAPORE) PTE.LTD Goods | 12,450,125.72 | 17,474,208.40
NEWAY VALVE INTERNATIONAL INC Goods | 32,634,429.80 | 54,336,339.45
NEWAY VALVE (EUROPE) B.V. Goods | 29,948.435.50 | 18,443,247.29
NEWAY VALVE (EUROPE) SR L Goods | 38,380,147.38 | 34.717,494.24
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Related parties Nature of the |, 5 2024
B — transaction(s) o
NEWAY VALVE WEST AFRICA FZE Goods 5,429,949.66 | 5,419,927.42
- |
NEWAY FLOW CONTROL FZE Goods 147,349,201.87 | 69,992,743.93
ABAHSAIN NEWAY INDUSTRIAL COMPANY LIMITED Goods 6,967,285.21 | 3,745,555.99
MAINTENANCE SERVICES GULF Goods 12,232.79 16,140.99
NEWAY FLUID EQUIPMENT VIETNAM COMPANY I
LIMITED B Goods | 49,279.00
NEWAY ENGINEERING SERVICES (SUZHOU) CO., LTD | Goods 499.23 2,108.35
NEWAY PRECISION FORGING (LI YANG) CO., LTD. Goods 192,609.08 25,851.70
(b) Leases
The Company as lessee:
2025
Expenses for Variable lease ~ o
The lessor Type of short-term lease | payments not a I;S:Z: for e):n:lrse:to ¢ Increase in
assets and lease of low | includedin |P% P right-of-use
current lease
value asset under lease eriod liabilitics assets
- simplified method | _liabilities perod
IE,}.E.DWAY GROUP CO., Building 618,182.94 671,882.12
NEWAY PRECISION
FORGING (LIYANG) [Building 82,667.47 90,107.55
CO., LTD. -
NEWAY FLOW ;
CONTROL Building 2,227,034.99
(SUZHOU) CO., LTD. 244726425 |
NEWAY ‘ |
INDUSTRIAL o g
MATERIALS Building 64,949.88 67,709.53 :
(DAFENG) CO., LTD. :
(Continued)
2024
T ¢ Expenses for  Variable lease Interest
The lessor YPEOL | short-term lease payments not Lease expense of Increase in
assetS | ynd lease of low | included in payment for lie - ° right-of-use
value asset under lease current period liabﬁities assets
- 3 simplified method | HLabilities
NEWAY GROUPCO- B jiding 637,255.98 637,255.98
NEWAY PRECISION ' B
FORGING (LIYANG) |Building 82,580.88 82,580.88
CO., LTD.
NEWAY FLOW
CONTROL Building 2,142,216.61 2,142,216.61
(SUZHOU) CO., LTD.
(c) Transfers of assets and debt restructuring
Related parties ‘ Amount | Effective date | Expiry date
Lending
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 382,081.89 2022/1/31 2025/2/28
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 44,733.49 2022/2/28 2025/8/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 270,562.08 2022/2/28 2025/8/31
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Related partics Amount Effective date = Expiry date
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/3/15 2025/8/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 284,543.59 2022/3/17 2025/8/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/3/18 2025/8/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 562,305.16 2022/3/31 2025/8/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 119,946.36 2022/3/31 2025/10/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/4/2 2025/10/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/4/14 2025/10/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 569,087.18 2022/4/15 2025/10/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 711,358.98 2022/4/21 2025/10/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 778,518.53 2022/4/30 2025/10/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 59,824.98 2022/5/5 2025/10/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 82,446.82 2022/5/5 2025/11/30
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 231,355.45 2022/5/13 2025/11/30
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 266,595.84 2022/5/13 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 213,407.69 2022/5/16 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 71,135.90 2022/5/17 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/5/17 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 355,679.49 2022/5/18 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/5/19 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 853,630.78 2022/5/23 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 355,679.49 2022/5/24 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 369,589.47 2022/5/31 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/6/2 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 569,087.18 2022/6/8 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 213,407.69 2022/6/9. 12025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 569,087.18 2022/6/10 i 202 5'_#1'2/3:1
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 569,087.18 2022/6/15 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/6/16 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/6/21 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 272,552.67 2022/6/29 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 71,135.90 2022/7/22 2025/12/31
NEWAY PRE_CIS}ON FORGING (LIYANG) CO., LTD. 284,543.59 2022/7/25 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/7/26 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 71,135.90 2022/7/29 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 1,990,249.88 2022/7/31 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO,, LTD. 284,543.59 2022/8/15 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/8/16 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 71,135.90 2022/8/18 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 71,135.90 2022/8/26 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 555,035.13 2022/8/31 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 71,135.90 2022/9/1 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 213,407.69 2022/9/6 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 426,815.39 2022/9/8 2025/12/31
NEWAY PRECISION FORGING (EIYA_ANG) CO., LTD. 569,087.18 2022/9/15 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 71,135.90 2022/9/21 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 71,135.90 2022/9/28 2025/12/31
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- Related parties Amount Effective date | Expiry date

NEWAY PRECISION FORGING (LIYANG_) CO.,LTD. 353,334.66 2022/9/30 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 71,135.90 2022/10/11 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/10/13 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 71,135.90 2022/10/13 2025/12/31
NM PRECISION FORGING (LIYANG) CO., LTD. 355,679.49 2022/10/13 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 497,951.29 2022/10/14 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/10/21 2025/12/31
NE?NAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/10/24 2025/12/31
I:IEEY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/10/26 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/10/26 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 273,730.94 2022/10/31 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/11/1 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 426,815.39 2022/11/8 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/11/9 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 71,135.90 2022/11/14 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 711,358.98 2022/11/15 2025/12/31
I:IEWAY PRECISION FORGING (LIYAN_G) CO., LTD. 142,271.80 2022/11/16 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/11/23 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/11/23 2025/12/31
NEWAY PRECISIOIGFORGING (LIYANG) CO., LTD. 71,135.90 2022/11/24 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2022/11/29 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 997,344.69 2022/11/30 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 569,087.18 |  2022/12114 |~ 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 767,684.38 2022/ 12_/30' 44,2025112/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 298,200.09 2022/12/30 £ 20251 2131
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 569,087.18 2023/T/ . 2025/12431
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 569,087.18 2023/1/13 2025/12731
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 355,679.49 2023/1117 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2023/119 | 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 1,949,407.86 2023/1/31 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LID. 142,271.80 2023/2/6 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 569,087.18 2023/2/15 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 853,630.78 2023/217 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2023/2/20 2025/12/31
NEWAY PRECISION FOR_GING (LIYANG) CO., LTD. 142,271.80 2023/2/24 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2023/2/27 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 1,293,159.50 2023/2/28 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 284,543.59 2023/3/1 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD._ 711,358.98 2023/3/14 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 569,087.18 2023/3/15 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2023/3/20 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 284,543.59 2023/3/20 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 1,011,275.50 2023/3/31 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 284,543.59 2023/4/3 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 569,087.18 2023/4/14 2025/12/31
NEWAY PRECISION %ORGING (LIYANG) CO., LTD. 995,902.57 2023/4/18 2025/12/31
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NEWAY PRECISION FORGING (LIYANG) CO., LTD. 1,992,117.56 2023/4/30 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 71,135.90 2023/5/5 2025/12/31
I\iEWAY PRECISION FORGING (LIYANG) CO., LTD. : 99,590.26 2023/5/8 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD_. 711,358.98 2023/5/12 2025/12/31
N_EWAY PRECISION FORGING (LIYANG) CO., LTD. 1,138,174.37 2023/5/22 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO,, IE 142,271.80 2023/5/25 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 1,503,120.24 2023/5/31 2025/12/31
I:TEWAY PRECISION FORGING (LIYANG) CO., LTD 640,223.08 2023/6/20 2025/12/31
gEWAY PRECISION FORGING (LIYANG) CO., LTD. 10,114,158.81 2023/6/30 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 284,543.59 2023/12/25 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 569,087.18 2023/12/26 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 426,815.39 2023/12/27 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 1,318,932.91 2023/12/28 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTE 711,358.98 2024/1115 2025/12/31
N_MY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2024/1417 11 -2025/12134
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2024/1/197|'1// 2025112131
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2024/1/23 {7 2025/ 12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2024/1/2% 2025/ -1.25’31 f
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 815,144.03 2024/1/30 2025/12/34
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2024/1/31 2025/12/31
NHVAY PRECISION FORGING (LIYANG) CO., LTD._ 711,358.98 2024/2/6 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 672,183.77 2024/2/7 2025/12/31
N_EWAY PRECISION FORGING (LIYANG) CO., LTD. 569,087.18 2024/4/15 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 103,999.18 2024/4/30 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 284,543.59 2024/5/22 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 747,372.67 2024/5/31 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 426,815.39 2024/7/15 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 569,087.18 2024/8/15 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 284,543.59 2024/8/19 2025/12/31
l_\]'EWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2024/8/23 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 284,543.59 2024/8/27 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2025/1/24 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 1,280,446.16 2025/1/31 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 2,344,055.09 2025/2/28 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 284,543.59 2025/4/17 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2025/4/18 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 213,407.69 2025/4/22 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 4,268,153.88 2025/4/30 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2025/5/19 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 426,815.39 2025/5/22 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO.,ETD. 213,407.69 2025/5/26 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2025/6/5 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 569.087.18 2025/6/10 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 853,630.78 2025/6/13 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2025/6/20 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 284,543.59 2025/6/23 2025/12/31
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NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2025/6/24 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 2,134,076.94 2025/6/30 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 426,815.39 2025/7/24 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2025/7/25 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 284,543.59 2025/7/28 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 142,271.80 2025/9/24 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 284,543.59 2025/9/28 2025/12/31
NEWAY PRECISION FORGING (LIYANG) CO., LTD. 2,134,076.94 2025/9/30 2025/12/31
Related parties Amount Effective Tt .-Eg';-m;i_l:y-"-déie ]

Borrowings

NEWAY FLOW CONTROL (SUZHOU) CO., LTD. 142,271.80 2024/1/1 2025/1/15
NEWAY FLOW CONTROL (SUZHOU) CO., LTD. 142,271.80 2024/1/1 2025/1/24
NEWAY FLOW CONTROL (SUZHOU) CO., LTD. 426,815.39 2024/1/1 2025/2/14
NEWAY FLOW CONTROL (SUZHOU) CO., LTD. 142,271.80 2024/1/1 2025/3/3
NEWAY FLOW CONTROL (SUZHOU) CO., LTD. 142,271.80 2024/1/1 2025/3/26
NEWAY FLOW CONTROL (SUZHOU) CO., LTD. 142,271.80 2024/1/1 2025/4/17
NEWAY FLOW CONTROL (SUZHOU) CO., LTD. 142,271.80 2024/1/1 2025/7/14
NEWAY FLOW CONTROL (SUZHOU) CO., LTD. 213,407.69 2024/1/1 2025/12/5
NEWAY FLOW CONTROL (SUZHOU) CO., LTD. 810,949.24 2024/1/1 2025/12/30
NEWAY FLOW CONTROL (SUZHOU) CO., LTD. 3.272,251.31 2024/11 2025/12/31

(d) Key management personnel compensation

Items

2025

Key management personnel
compensation

3,791,472.77

2024
4,882,476.04

8.5 Receivables and Payables with Related Parties

(a) Receivables

31 December 2025 31 December 2024
Items Related parties T
Book balance Bad d ?bt Book balance Bad d ".a'bt
| provision provision
A ot ABAHSAIN NEWAY
rezce?\l/labfe INDUSTRIAL COMPANY 7.504,101.61 | 234,194.46 | 4,130,139.21
LIMITED

Accgunts MAINTENANCE SERVICES 1221327 35826 16.663.92 |
receivable GULF |
Accounts NEWAY INDUSTRIAL

e MATERIALS (SUZHOU) CO., 32,182.56 249,344.82
receivable LTD

84



Neway Valve (Suzhou) Company Limited

Notes to the financial statements

31 December 2025

31 December 2024

[tems Related parties [ T
Book balance Bad d ?'bt Book balance J Bad d ?bt
- K provision | provision
Accounts EWAY CNC EQUIPMENT
receivable  (SUZHOU) CO., LTD. 5,849.09 | 27935190
Accounts b wAY FLOW CONTROL INC 5,615,154.80 6,063,986.45
receivable | |
Accounts NEWAY VALVE
receivable  INTERNATIONAL INC 15,165,754.74 _20’074’95 0.27 -
Accounts \pw Ay VALVE (EUROPE) SRL | 36,864.473.01 8,926,045.16 |
receivable ! -
Accounts e Ay VALVE (EUROPE) B.V. 2,153,020.94
receivable i
Accounts ey Ay FLOW CONTROL FZE 56,318,262.07 40,798.773.16
receivable |
Accounts  NEWAY VALVE (SINGAPORE)
reosivable  PTELTD 1,356,598.39 . | 1,875.480.84
Accounts  NEWAY FLOW TECHNOLOGY
receivable _(LIANYUNGANG) CO, LTD. | 19942568 94.397.09
Accounts INEWAY TECHNOLOGY |
receivable (YANTAI) CO., LTD. 149,060.60 142,497.54
Accounts NEWAY PRECISION FORGING ' '
receivable  (LIYANG) CO., LTD. 80.991.08 449,149.56
Accounts NEWAY FLOW TECHNOLOGY
receivable  (CHENGDU) CO.. LTD. 119,742.61 111,478.03
Accounts NEWAY FLUID EQUIPMENT 50.134.00
receivable VIETNAM COMPANY LIMITED U 14 e
Accounts NEWAY ENGINEERING 55.459.70 , !
receivable  SERVICES (SUZHOU) CO., LTD T ! AN (AFREh A
Other NEWAY INDUSTRIAL | P
receivable MATERIALS (DAFENG) CO., LTD | R jand
Other INEWAY PRECISION FORGING _
receivable (LIYANG) CO,, LTD. 73,054,883.78 58,698,517.68 !
Other
NEWAY CNC EQUIPMENT
non-current (SUZHOU) CO., LTD. 200,896.34
assets
(b) Payables
Items Related partics 31 December 2025 |31 December 2024

’;;“f:l;‘lfs Neway Industrial (Suzhou) Co., Lid. 34,855,106.25 28,311,417.26
Accounts payable ..o Tndustrial Materials (Dafeng) Co., Ltd. 8,636,619.55 14,326,136.75
Accounts payable eway il Equipment (Suzhou) Co., Ltd. 2,025,208.82
Accounts payable 3,00y Mechanical (Wujiang) Co., Lid. 5,114,551.03 1,067,234.07
Accounts payable ey precision Forging (LiYang) Co., Lid. 13,906,251.81 14,822,134.24
Accounts payable \jrwAy VALVE INTERNATIONAL INC 490,429.58 436,331.83
Accounts payable - \j:\wAy VAL VE (EUROPE) B.V. 29,191.14 29,179.85
Accounts payable  \jpw Ay VALVE (EUROPE) S.R.L 868,469.56 102,364.91
Accounts payable |\ pwAy FLOW CONTROL FZE 10,200,544.70 5,138,816.07
Accounts payable  Ne oy Flow Control (Suzhou) Co., Ltd. 5,792,716.09 3,244,007.03
Accounts payable INeway Engineering Services (Suzhou) Co., LTD 295,341.63
Accounts payable INeway Engineering Services (Huizhou) Co., LTD 81,094.92
Accounts payable Nk wAy VALVE WEST AFRICA FZE 58,652.19
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Items | Related parties

= 4|_ -
Accounts payable |\ AINTENANCE SERVICES GULF
Contract liability N

NEWAY VALVE (EUROPE) B.V.

Contract liability  \EwAy VALVE WEST AFRICA FZE

31 December 2025

47,775.00

3,866,963.67

31 December 2024

2,918,457.80

Other payables Neway Industrial Materials (Dafeng) Co., Ltd.

Other payables o2y Flow Control (Suzhou) Co., Ltd.

14,007,176.02

13,890,495.71

_

3,642,584.88

Other payables [Bestway Technologies Limited

Other payables INEWAY VALVE (EUROPE) SR.L

5,679,238.31

1,800,000.00

1,800,000.00

753,263.58

Other payables  \pway OIL FIELD EQUIPMENT LLC

266,772.76

Other payables  \EWAY VALVE (MALAYSIA) SDN. BHD.

684,525.44

266,772.76

116,666.66

Other payables  Njeway Technology (Yantai) Co., Lid.

Other payables Dongwu Mechanical (Wujiang) Co., Ltd.

9,203.39

1.991.81

1,947.58

9. SHARE-BASED PAYMENTS

9.1 General Information of Share-based Payment

2025

Total amount of equity instruments
granted during the reporting period

15,580,116.55

20247 [+

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 |

13,365,258.99

9.2 Equity-settled Share-based Payment

2025

2024

Cumulative amount of equity-settled
share-based payment recognised as
capital reserve

42,080,765.08

Amount of equity-settled share-based
payment as expenses in the reporting
period

8,826,962.50

15,426,646.12

5,613,441.05

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 sigiied 31 December 2025 ‘

Commitment for purchase of | 5,420,028.09 |

31 December 2024

3,801,565.16
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Capital commitment with

. 31 December 2025 31 December 2024
contract signed

l_ong-term assets

As at 31 December 2025, the Company has no significant commitments need to be
disclosed.

10.2 Contingencies

As at 31 December 2025, the Company has no significant contingencies need to be
disclosed.
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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 10.30 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 775,282,899 shares, and the estimated
total cash dividend to be distributed by the company, will-not exceed RMB
800,452,017.60 (tax included).

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

Name of the Company: Neway Valvd (Su;hdﬂ‘ﬁapany Limited
(s, 30 April ;2026

LY
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