BB L RATIZI IR A 7] R 2l 6 3 5 I 7 IR A ] K L I 2 R,
W NEEEE LI TELALITEE N, 0 L WA B AT 23 27 2 FF G (T 1 28 77 P 28 1 v 2
A 1 R % I 2R T ) T (T IR R AR I A1 AT

LG REL G HIEN) L TN T35 BB X 55 T IR A Fl i % L T R (& 2%
ZH, B E T I FEER], IR R (F T BRI . L5
RELGIREMTAL (BIELTIF) WA ERIBRF I RIE . 7505 TR
LR L ITIEHI LTI A AER AL 2G5 B i 74 ) B S22 4 m] GE i RFRIRIF L) 1R D)
M FHIRITA GEFHIL TR BRACKTY TN E FE e 1197855 T B ZR), I i ar
B PIBSTIH i 55 RIENF PN 75 H A BT o] L7 N - 52 1 g LAFT 37 B FE 1 H# LA T
Al HH . HE. L g7 0 Il Bagal X

L EF LA /e B 1 1 56 [ 2 K IR I Tt 7 P AT B AN 1T e B R e 22 M 7 T
Hf ELE 755 F B E LI LT (] Ml 7] 22 R bt 1822 ] B BT T TE 2 i i it R [ 1
T AFITER . BRI FIRIE— L == (72D (A1EF7) ([ (#F
) ) BT B A 7] R 2 AP A R, AR R E AT
RIE (7555 %) BUE (TR M Al )R 1978 7712 DI e AU I 29 1822 7 e iR IR
1 (755D SHIPIRFE BTSN e 2 TE B A B WA B 56 [ B (1T Ll R A B 1 I
TN A i AE [ 2 o

T HHEER
YANCHENG DAFENG XIECHENG INDUSTRIAL DEVELOPMENT CO., LTD.
BORT KB ERBRERBERARAF)
CRAIHEN [RIERIE T 2 R A AT
([#ITAD
J1220284E 212 500,000,000\ B R B %56.3% 2 H IR KIS
([ A655D
H
YANCHENG DAFENG URBAN DEVELOPMENT INVESTMENT HOLDING GROUP CO., LTD.

(B3R RB BT B RBEEREEFRAR)
CRAIHEN [RIEFIE T A 2 R A 7] D
(THEAND
AR EA W] 1 R it iR AR
(BRARAR5%: 85097)



TR IS TR IR A FREF LHA) C [ BTSRRI D 28537.39A%7H 9.

il 2 AN O T PR H 3 A20254E 1120 H WA B ST A IR 5 i ( [HEER] D .
AR PR AT ST 5, Sl A0 A A 5 R ) SRR

BFRBEEEFER: BT ALIERALFERA R AR EEREE CER A LIRRIE37
) MEE, WOHZEERFBES L TR A L. Bk, AT AN RIER AR A
FAESEREBIES 2R E . & H R BT &R

A I PRSI AN R R A ) R VAR I P O AR B R T EAE ATRER TH AR GE JERR . EE
if o HLG AR 1) 23 50 % g LAt 320 8 s B AR A 2 A L 224, R AR R B DL 2 Rt
%i%%&ﬁ e (EnRE-SOR

TR R AR R B B E AT MBI RO, HI0 M SOE AT B A

HP _E_
>

%

\

ik, 20254E11 H28H

PR LEG A, BTN EHH G FIIRIEL

HELEHH, RN EFZFEAFEEL » FGEE - FTed » THEE » FHEEL A
b %%%éﬂﬁ@%ﬁﬁf



B &%
H#i% 2025 11 A 20 HNREER



IMPORTANT NOTICE
NOT FOR DISTRIBUTION TO ANY PERSON OR ADDRESS IN THE UNITED STATES.

IMPORTANT: You must read the following disclaimer before continuing. The following disclaimer applies to the attached offering circular (the
“Offering Circular”). You are advised to read this disclaimer carefully before accessing, reading or making any other use of the attached Offering
Circular. In accessing the attached Offering Circular, you agree to be bound by the following terms and conditions, including any modifications to
them from time to time, each time you receive any information as a result of such access. In order to be eligible to view the attached Offering Circular
or make an investment decision with respect to the securities, investors must be outside the United States.

Confirmation of Your Representation: This Offering Circular is being sent to you at your request and by accepting the e-mail and accessing the
attached Offering Circular, you shall be deemed to represent to Yancheng Dafeng Xiecheng Industrial Development Co., Ltd. (B3 7 A & [ 5%
BEERAMRAT) (the “Issuer”), Yancheng Dafeng Urban Development Investment Holding Group Co., Ltd. (B3 iy K 85 3 7 95 e 2 & 45
B 4B FR A #]) (the “Guarantor”), Fosun International Securities Limited, Guoyuan Securities Brokerage (Hong Kong) Limited, Haitong
International Securities Company Limited, Initial Capital Securities Limited, Soochow Securities International Brokerage Limited, Orient Securities
(Hong Kong) Limited, CLSA Limited, Shanghai Pudong Development Bank Co., Ltd., Hong Kong Branch (Incorporated in the People’s Republic
of China with limited liability), China Industrial Securities International Brokerage Limited, Wilson Securities Limited, CEB International Capital
Corporation Limited, CMB International Capital Limited, CNCB (Hong Kong) Capital Limited, Guodu Securities (Hong Kong) Limited, TFI
Securities and Futures Limited and SunRiver International Securities Group Limited (collectively, the “Joint Lead Managers”) that (1) you are not
in the United States and, to the extent you purchase the securities described in the attached Offering Circular, you will be doing so pursuant to
Regulation S under the U.S. Securities Act of 1993, as amended (the “Securities Act”); (2) the e-mail address that you gave us and to which this e-
mail has been delivered is not located in the United States, its territories or possessions; and (3) you consent to delivery of the attached Offering
Circular and any amendments or supplements thereto by electronic transmission.

The attached Offering Circular has been made available to you in electronic form. You are reminded that documents transmitted via this medium may
be altered or changed during the process of transmission and, consequently, none of the Issuer, the Guarantor, the Joint Lead Managers, the Trustee
or the Agents (each as defined in the attached Offering Circular) or any of their respective affiliates, directors, officers, employees, representatives,
agents, advisers or any person who controls any of them accepts any liability or responsibility whatsoever in respect of any discrepancies between
the document distributed to you in electronic format and the hard copy version available to you upon request from the Issuer, the Guarantor and the
Joint Lead Managers.

Restrictions: The attached Offering Circular is being furnished in connection with an offering in offshore transactions to persons outside the United
States in compliance with Regulation S under the Securities Act solely for the purpose of enabling a prospective investor to consider the purchase of
the securities described herein.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR SALE IN THE UNITED
STATES OR ANY OTHER JURISDICTION WHERE IT IS UNLAWFUL TO DO SO. THE SECURITIES DESCRIBED IN THE
ATTACHED OFFERING CIRCULAR HAVE NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE SECURITIES ACT OR
THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR OTHER JURISDICTION AND THE SECURITIES MAY
NOT BE OFFERED OR SOLD, DIRECTLY OR INDIRECTLY WITHIN THE UNITED STATES, EXCEPT PURSUANT TO AN
EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES
ACT AND APPLICABLE STATE OR LOCAL SECURITIES LAWS. THE OFFERING IS MADE SOLELY OUTSIDE THE UNITED
STATES IN OFFSHORE TRANSACTIONS IN RELIANCE OF REGULATION S UNDER THE SECURITIES ACT.

You are reminded that you have accessed the attached Offering Circular on the basis that you are a person into whose possession the attached Offering
Circular may be lawfully delivered in accordance with the laws of the jurisdiction in which you are located and you may not, nor are you authorised
to, deliver this document, electronically or otherwise, to any other person. If you have gained access to this transmission contrary to the foregoing
restrictions, you are not allowed to purchase any of the securities described in the attached Offering Circular.

Actions that You May Not Take: If you receive this document by e-mail, you should not reply by e-mail to this document, and you may not purchase
any securities by doing so. Any reply e-mail communications, including those you generate by using the “Reply” function on your e- mail software,
will be ignored or rejected.

YOU ACKNOWLEDGE THAT THE ATTACHED OFFERING CIRCULAR AND THE INFORMATION CONTAINED THEREIN ARE
STRICTLY CONFIDENTIAL AND INTENDED FOR YOU ONLY. YOU ARE NOT AUTHORISED TO AND YOU MAY NOT
FORWARD OR DELIVER THE ATTACHED OFFERING CIRCULAR, ELECTRONICALLY OR OTHERWISE, TO ANY OTHER
PERSON OR REPRODUCE SUCH OFFERING CIRCULAR IN ANY MANNER WHATSOEVER. ANY FORWARDING,
DISTRIBUTION OR REPRODUCTION OF THE ATTACHED OFFERING CIRCULAR IN WHOLE OR IN PART IS UNAUTHORISED.
FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A VIOLATION OF THE SECURITIES ACT OR THE
APPLICABLE LAWS OF OTHER JURISDICTIONS.

Notification under Section 309B(1)(c) of the Securities and Futures Act 2001 of Singapore (the “SFA”) - In connection with Section 309B of the
SFA and the Securities and Futures (Capital Markets Products) Regulations 2018 (the “CMP Regulations 2018”), the Issuer has determined the
classification of the Bonds as prescribed capital markets products (as defined in the CMP Regulations 2018) and Excluded Investment Products (as
defined in MAS Notice SFA 04-N12: Notice on the Sale of Investment Products and MAS Notice FAA- N16: Notice on Recommendations on
Investment Products).

You are responsible for protecting against viruses and other destructive items. If you receive this document by e-mail, your use of this e-mail is
at your own risk and it is your responsibility to take precautions to ensure that it is free from viruses and other items of a destructive nature.



YANCHENG DAFENG XIECHENG INDUSTRIAL DEVELOPMENT CO., LTD.

ERH R EERREEBRARAA)
(incorporated in the People’s Republic of China with limited liability)

CNY500,000,000 6.3 per cent. Guaranteed Green Bonds due 2028
unconditionally and irrevocably guaranteed by
YANCHENG DAFENG URBAN DEVELOPMENT INVESTMENT HOLDING GROUP CO., LTD.

ERT KB ERT RRRERREFMERAR)
(incorporated in the People’s Republic of China with limited liability)
Issue Price: 100.0 per cent.

The CNY500,000,000 6.3 per cent. guaranteed green bonds due 2028 (the “Bonds™) will be issued by Yancheng Dafeng Xiecheng Industrial Development Co., Ltd. (35 7 kY [5 3 b g 3 9%
JEA PR F]) (the “Issuer”) and will be issued in the specified denomination of CNY 1,000,000 and integral multiples of CNY 10,000 in excess thereof. The Bonds will be unconditionally and
irrevocably guaranteed (the “Guarantee™) by Yancheng Dafeng Urban Development Investment Holding Group Co., Ltd. (B3 17 Mt [5 35 117 5 e % 4 4% I 4 [ 45 PR A 7)) (the “Guarantor™).

The Bonds will bear interest on their outstanding principal amount from and including 27 November 2025 (the “Issue Date”) at the rate of 6.3 per cent. per annum, payable semi-annually in arrear
in equal instalments of CN'Y315.0 per Calculation Amount (as defined in the terms and conditions of the Bonds (the “Terms and Conditions of the Bonds™)) on 27 May and 27 November in each
year, commencing on 27 May 2026. Unless previously redeemed, or purchased and cancelled, the Bonds will be redeemed at their principal amount on 27 November 2028 (the “Maturity Date”).

The Bonds will constitute direct, unsubordinated, unconditional and (subject to Condition 4(a) of the Terms and Conditions of the Bonds) unsecured obligations of the Issuer and shall at all times
rank pari passu and without any preference among themselves. The payment obligations of the Issuer under the Bonds shall, save for such exceptions as may be provided by applicable laws and
regulations and subject to Condition 4(a) of the Terms and Conditions of the Bonds, at all times rank at least equally with all its other present and future unsecured and unsubordinated obligations.
The obligations of the Guarantor under the Guarantee shall, save for such exceptions as may be provided by applicable laws and regulations and subject to Condition 4(a) of the Terms and
Conditions of the Bonds, at all times rank at least equally with all its other present and future unsecured and unsubordinated obligations.

Pursuant to the Administrative Measures for the Review and Registration of Medium- and Long-term Foreign Debt of Enterprises (National Development and Reform Commission Order No. 56)
(i ZE R R T AI i A 8 FL A B (N IR SL AN FEBALETRGLH 56 9%)) (the “NDRC Administrative Measures™) issued by the National Development and Reform
Commission (the “NDRC”) of the People’s Republic of China (the “PRC”) and which came into effect on 10 February 2023 and any implementation rules, regulations, certificates, circulars,
notices or policies in connection therewith as issued by the NDRC from time to time (the “NDRC Measures”™), the Issuer has obtained a certificate from NDRC (“NDRC Certificate™) on 23
December 2024 evidencing the registration of the issuance of the Bonds with the NDRC. The Issuer will undertake to (i) file or cause to be filed with the NDRC the requisite information and
documents regarding the issue of the Bonds within ten Registration Business Days (as defined in the Terms and Conditions of the Bonds) after the Issue Date in accordance with the NDRC
Administrative Measures (the “NDRC Post-issue Filing”) (ii) file or cause to be filed with the NDRC other requisite information and documents in connection with the Bonds from time to time
within the relevant prescribed timeframes in accordance with the NDRC Administrative Measures and any implementation rules, reports, certificates, approvals or guidelines as issued by the NDRC
from time to time; and (iii) comply with all applicable PRC laws and regulations in relation to the NDRC Post-issue Filing. The Issuer will (i) within 15 Registration Business Days after the Issue
Date, submit or cause to be submitted to the State Administration of Foreign Exchange of the PRC or its local branch (“SAFE”) the requisite documents and information pursuant to the
Administrative Measures for Foreign Debt Registration ( (/M & FLE ELHHL) ), effective as of 13 May 2013 and as amended on 4 May 2015 and its operating guidelines (the “Foreign Debt
Registration™); (ii) use its reasonable endeavours to complete the Foreign Debt Registration and obtain a registration certificate or filing evidence (or any other document evidencing the completion
of the Foreign Debt Registration) from SAFE on or before the Registration Deadline and (iii) comply with all applicable PRC laws and regulations in relation to the Bonds.

All payments of principal, premium (if any) and interest by or on behalf of the Issuer or the Guarantor in respect of the Bonds or under the Guarantee shall be made free and clear of, and without
set-off or counterclaim, and free and clear of, and without withholding or deduction for or on account of, any present or future taxes, duties, assessments or governmental charges of whatever
nature imposed, levied, collected, withheld or assessed by or within the PRC (each as defined in the Terms and Conditions of the Bonds) or any political subdivision or authority therein or thereof
having power to tax, unless such withholding or deduction is required by law, to the extent described in the “Terms and Conditions of the Bonds — Taxation™.

Unless previously redeemed, or purchased and cancelled, the Bonds will be redeemed at their principal amount on 27 November 2028. The Bonds may be redeemed at the option of the Issuer in
whole, but not in part, at any time, on giving not less than 30 nor more than 60 days’ notice to the Bondholders in accordance with Condition 16 of the Terms and Conditions of the Bonds (which
shall be irrevocable) and in writing to the Trustee (as defined in the Terms and Conditions of the Bonds) and the Principal Paying Agent (as defined in the Terms and Conditions of the Bonds), at
their principal amount (together with interest accrued up to but excluding the date fixed for redemption), if the Issuer or the Guarantor (as the case may be) satisfies the Trustee immediately prior
to the giving of such notice that the Issuer (or, if the Guarantee were called, the Guarantor) has or will become obliged to pay Additional Tax Amounts (as defined in the Terms and Conditions of
the Bonds) as provided or referred to in Condition § of the Terms and Conditions of the Bonds as a result of any change in, or amendment to, the laws or regulations of the PRC or any political
subdivision or any authority thereof or therein having power to tax, or any change in the application or official interpretation of such laws or regulations, as further described in “Terms and
Conditions of the Bonds — Redemption and Purchase — Redemption for Taxation Reasons”. Following the occurrence of a Relevant Event (as defined in the Terms and Conditions of the Bonds),
the holder of any Bond will have the right, at such holder’s option, to require the Issuer to redeem all, but not some only, of such holder’s Bonds on the Put Settlement Date (as defined in the Terms
and Conditions of the Bonds) at 101 per cent. of their principal amount, together with interest accrued up to, but excluding, the Put Settlement Date. See “Terms and Conditions of the Bonds —
Redemption and Purchase — Redemption for Relevant Events”.

The Bonds are being issued as “Green Bonds” under the Green Finance Framework (as defined below) of the Issuer. See “Green Finance Framework™ on page 70.

Application will be made to The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”) for the listing of, and permission to deal in, the Bonds by way of debt issues to
professional investors (as defined in Chapter 37 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited) (“Professional Investors”) only. This Offering
Circular is for distribution to Professional Investors only.

The Hong Kong Stock Exchange has not reviewed the contents of this Offering Circular, other than to ensure that the prescribed form disclai and resy ibility st: and a
statement limiting distribution of this Offering Circular to Professional Investors only have been reproduced in this Offering Circular. Listing of the Bonds on the Hong Kong Stock
Exchange is not to be taken as an indication of the commercial merits or credit quality of the Bonds, the Issuer, the Guarantor, the Issuer Group or the Group (as defined below) or the
quality of disclosure in this Offering Circular. Hong Kong Exchanges and Clearing Limited and the Hong Kong Stock Exchange take no responsibility for the contents of this Offering Circular,
make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the

contents of this Offering Circular.

Notice to Hong Kong Investors: Each of the Issuer and the Guarantor confirms that the Bonds are intended for purchase by Professional Investors only and will be listed on the Hong Kong Stock
Exchange on that basis. Accordingly, each of the Issuer and the Guarantor confirms that the Bonds are not appropriate as an investment for retail investors in Hong Kong. Investors should carefully
consider the risks involved.

Investors should be aware that there are various risks relating to the Bonds, the Guarantee, the Issuer, the Guarantor and/or their respective subsidiaries (taken as a whole, the “Group”),
and their respective business and jurisdictions of operations which investors should familiarise themselves with before making an investment in the Bonds. See “Risk Factors” beginning
on page 14 for a description of certain factors to be considered in connection with an investment in the Bonds.

The Bonds and the Guarantee have not been and will not be registered under the United States Securities Act of 1933, as amended (the “Securities Act”), and, subject to certain
exceptions, may not be offered or sold within the United States and are only being offered and sold outside the United States in compliance with Regulation S under the Securities Act
(“Regulation S”). For a description of these and certain restrictions on offers and sales of the Bonds and the Guarantee and the distribution of this Offering Circular, see “Subscription
and Sale”.

The Bonds will be evidenced by beneficial interests in a global certificate (the “Global Certificate™), which will be registered in the name of a nominee of, and deposited on the Issue Date with, a
common depositary for Euroclear Bank SA/NV (“Euroclear”) and Clearstream Banking S.A. (“Clearstream”). Beneficial interests in the Global Certificate will be shown on and transfers whereof
will be effected only through records maintained by Euroclear and Clearstream. Except as described in the Global Certificate, certificates for the Bonds will not be issued in exchange for beneficial
interests in the Global Certificate.

The Issuer has been assigned a “BBB” rating by Lianhe Ratings Global Limited (“Lianhe Ratings™), with a stable outlook. The Guarantor has been assigned a “AAA” rating by Fareast Credit
Rating Co., Ltd. (“Fareast Credit”), with a stable outlook. These ratings are only correct as at the date of this Offering Circular. A rating is not a recommendation to buy, sell or hold securities
and may be subject to suspension, reduction or withdrawal at any time by the assigning rating agency.

Joint Global Coordinators, Joint Bookrunners and Joint Lead Managers

Fosun International Securities  Guoyuan Securities (Hong Kong) Haitong International Initial Capital Securities Soochow Securities (Hong Kong)

Joint Bookrunners and Joint Lead Managers

Orient Securities (Hong Kong) CITIC Securities Shanghai Pudong Develop Bank China Industrial Securities International
Hong Kong Branch
Wilson Securities CEB International CMB International CNCB Capital
Guodu Securities (Hong Kong) TF International SunRiver International Securities Group Limited

Green Structuring Advisor

Fosun International Securities

Offering Circular dated 20 November 2025



IMPORTANT NOTICE

THIS OFFERING CIRCULAR DOES NOT CONSTITUTE AN OFFER TO SELL, OR A
SOLICITATION OF AN OFFER TO BUY, ANY SECURITIES IN ANY JURISDICTION TO ANY
PERSON TO WHOM IT IS UNLAWFUL TO MAKE THE OFFER OR SOLICITATION IN SUCH
JURISDICTION. NEITHER THE DELIVERY OF THIS OFFERING CIRCULAR NOR ANY SALE
MADE HEREUNDER SHALL UNDER ANY CIRCUMSTANCES IMPLY THAT THERE HAS BEEN
NO CHANGE IN THE AFFAIRS OF THE ISSUER, THE GUARANTOR OR ANY OF THEIR
RESPECTIVE SUBSIDIARIES OR THAT THE INFORMATION SET FORTH IN THIS OFFERING
CIRCULAR IS CORRECT AS AT ANY DATE SUBSEQUENT TO THE DATE HEREOF.

Hong Kong Exchanges and Clearing Limited and the Hong Kong Stock Exchange take no responsibility for the
contents of this Offering Circular, make no representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of
the contents of this Offering Circular. Listing of the Bonds on the Hong Kong Stock Exchange is not to be taken
as an indication of the commercial merits or credit quality of the Issuer, the Guarantor, the Group, the Guarantee
or the Bonds or the quality of disclosure in this Offering Circular. Investors are advised to read and understand the
contents of this Offering Circular. If in doubt, investors should consult their advisers before investing.

This Offering Circular includes particulars given in compliance with the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited for the purpose of giving information with regard to the Issuer,
the Guarantor, the Issuer Group and the Group. Each of the Issuer and the Guarantor accepts full responsibility for
the accuracy of the information contained in this Offering Circular and confirms, having made all reasonable
enquiries, that to the best of its knowledge and belief there are no other facts the omission of which would make
any statement herein misleading.

Each of the Issuer and the Guarantor, having made all reasonable enquiries, confirms that (i) this Offering Circular
contains all information with respect to the Issuer, the Guarantor, the Group, the Guarantee and the Bonds which
is material in the context of the issue and offering of the Bonds or giving of the Guarantee (including all
information required by applicable laws or which, according to the particular nature of the Issuer, the Guarantor,
the Group, the Guarantee and the Bonds, is necessary to enable investors to make an informed assessment of the
assets and liabilities, financial position, profits and losses, and prospects of the Issuer, the Guarantor, the Group
and of the rights attaching to the Bonds); (ii) the statements contained in this Offering Circular and any other
material approved by the Issuer and the Guarantor for use in connection with the offering of the Bonds relating to
the Issuer, the Guarantor, the Group and the Guarantee are, as at their respective dates thereof, in every material
particular true and accurate and not misleading; (iii) the opinions and intentions expressed in this Offering Circular
with regard to the Issuer, the Guarantor and the Group are, as at their respective dates thereof, honestly held, have
been reached after considering all relevant circumstances and are based on reasonable assumptions; (iv) there are
no other facts in relation to the Issuer, the Guarantor, the Group, the Guarantee or the Bonds, the omission of
which would, in the context of the issue and offering of the Bonds, or the giving of the Guarantee, make any
statement in this Offering Circular misleading in any material respect as at their respective dates thereof; (v) all
reasonable enquiries have been made by the Issuer and the Guarantor to ascertain such facts and to verify the
accuracy of all such information and statements; (vi) this Offering Circular does not include an untrue statement
of a material fact or omit to state a material fact necessary in order to make the statements therein, in the light of
the circumstances under which they were made, not misleading; and (vii) the statistical, industry and market-
related data and forward-looking statements included in this Offering Circular (if any), are based on or derived or
extracted from sources which the Issuer and the Guarantor believes to be accurate and reliable in all material
respects.

This Offering Circular has been prepared by the Issuer and the Guarantor solely for information purposes. This
Offering Circular does not constitute an offer of, or an invitation by or on behalf of Fosun International Securities
Limited, Guoyuan Securities Brokerage (Hong Kong) Limited, Haitong International Securities Company
Limited, Initial Capital Securities Limited, Soochow Securities International Brokerage Limited, Orient Securities
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(Hong Kong) Limited, CLSA Limited, Shanghai Pudong Development Bank Co., Ltd., Hong Kong Branch
(Incorporated in the People’s Republic of China with limited liability), China Industrial Securities International
Brokerage Limited, Wilson Securities Limited, CEB International Capital Corporation Limited, CMB
International Capital Limited, CNCB (Hong Kong) Capital Limited, Guodu Securities (Hong Kong) Limited, TFI
Securities and Futures Limited and SunRiver International Securities Group Limited (together, the “Joint Lead
Managers” and each, a “Joint Lead Manager”), the Trustee, the Agents, the Issuer or the Guarantor or any of
their respective affiliates, directors, officers, employees, representatives, agents, advisers or any person who
controls any of them, to subscribe for or purchase any of the Bonds. The distribution of this Offering Circular and
the offering of the Bonds in certain jurisdictions may be restricted by law. Persons into whose possession this
Offering Circular comes are required by the Issuer, the Guarantor and the Joint Lead Managers to inform
themselves about and to observe any such restrictions. No action is being taken to permit a public offering of the
Bonds or the distribution of this Offering Circular in any jurisdiction where action would be required for such
purposes. There are restrictions on the offer and sale of the Bonds, the Guarantor giving the Guarantee and the
circulation of documents relating thereto, in certain jurisdictions, and to persons connected therewith. For a
description of certain further restrictions on offers and sales of the Bonds, the giving of the Guarantee and
distribution of this Offering Circular, see “Subscription and Sale”. By purchasing the Bonds, investors represent
and agree to all of those provisions contained in that section of this Offering Circular. This Offering Circular is
personal to each offeree and does not constitute an offer to any other person or to the public generally to subscribe
for or otherwise acquire the Bonds. Distribution of this Offering Circular to any other person other than the
prospective investor and any person retained to advise such prospective investor with respect to its purchase is
unauthorised. Each prospective investor, by accepting delivery of this Offering Circular, agrees to the foregoing
and to make no photocopies of this Offering Circular or any documents referred to in this Offering Circular.

No person has been or is authorised in connection with the issue, offer or sale of the Bonds to give any information
or to make any representation concerning the Issuer, the Guarantor, the Group, the Guarantee or the Bonds other
than as contained herein and, if given or made, any such other information or representation should not be relied
upon as having been authorised by the Issuer, the Guarantor, the Group, the Joint Lead Managers, the Trustee or
the Agents (or any of their respective affiliates, directors, officers, employees, representatives, agents or advisers
or any person who controls any of them). Neither the delivery of this Offering Circular nor any offering, sale or
delivery made in connection with the issue of the Bonds shall, under any circumstances, constitute a representation
that there has been no change or development reasonably likely to involve a change in the affairs of the Issuer, the
Guarantor or the Group or any of them since the date hereof or create any implication that the information
contained herein is correct as at any date subsequent to the date hereof. This Offering Circular does not constitute
an offer of, or an invitation by or on behalf of the Issuer, the Guarantor, the Joint Lead Managers, the Trustee or
the Agents (or any of their respective affiliates, directors, officers, employees, representatives, agents or advisers
or any person who controls any of them) to subscribe for or purchase any of the Bonds and may not be used for
the purpose of an offer to, or a solicitation by, anyone in any jurisdiction or in any circumstances in which such
offer or solicitation is not authorised or is unlawful.

By accepting this document, you agree to maintain absolute confidentiality regarding the information disclosed in
this document. This document may not be taken away, reproduced or redistributed, in whole or in part, to any
other person without the prior written consent of each Joint Lead Managers or financial institution participating,
advising or otherwise involved in any proposed subscription of the Bonds of the Issuer or any of its subsidiaries
or affiliates. This Offering Circular does not constitute or form part of and should not be construed as, an offer to
sell or issue or the solicitation of an offer to buy or acquire any Bonds in any jurisdiction or an inducement to enter
into investment activity. No part of this document, nor the fact of its distribution, should form the basis of, or be
relied on in connection with, any contract or commitment or investment decision whatsoever.

None of the Joint Lead Managers, the Trustee or the Agents or any of their respective affiliates, directors, officers,
employees, representatives, agents, advisers or any person who controls any of them, have independently verified
any of the information herein, make any representation or warranty, expressed or implied, as to the accuracy or
completeness of the information contained herein, nor shall they have any liability for such information. None of
the Joint Lead Managers, the Trustee or the Agents, or any of their respective affiliates, directors, officers,
employees, representatives, agents, advisers or any person who controls any of them, shall have any liability
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whatsoever (in contract, tort, strict liability, negligence or otherwise) for any direct, indirect, incidental,
consequential, punitive, special damages or loss howsoever arising from any use of this document or its contents
or otherwise arising in connection with the document. To the fullest extent permitted by law, none of the Joint
Lead Managers, the Trustee or the Agents (or any of their respective affiliates, directors, officers, employees,
representatives, agents or advisers or any person who controls any of them) accepts any responsibility for the
contents of this Offering Circular or any statement made or purported to be made by any such person or on its
behalf in connection with the Issuer, the Guarantor, the Group or the issue and offering of the Bonds or the giving
of the Guarantee. Each of the Joint Lead Managers, the Trustee or the Agents (and each of their respective
affiliates, directors, officers, employees, representatives, agents and advisers and each person who controls any of
them) accordingly disclaims all and any liability whether arising in tort or contract or otherwise which it might
have in respect of this Offering Circular or any such statement. None of the Joint Lead Managers, the Trustee or
the Agents (or any of their respective affiliates, directors, officers, employees, representatives, agents or advisers
or any person who controls any of them) undertakes to review the financial condition or affairs of the Issuer, the
Guarantor or the Group for so long as the Bonds remain outstanding nor to advise any investor or potential investor
of the Bonds of any information coming to the attention of any of the Joint Lead Managers, the Trustee or the
Agents (or any of their respective affiliates, directors, officers, employees, representatives, agents or advisers or
any person who controls any of them).

Any securities, financial instruments or strategies mentioned herein may not be suitable for all investors. Each
potential purchaser of any Bonds should make its own independent investigation of the financial condition and
affairs, and its own appraisal of the creditworthiness, of the Issuer, the Guarantor or the Group. Recipients of this
document are deemed to represent that they possess, either individually or through their advisers, sufficient
investment expertise to understand the risks involved in dealing with any such Bonds or financial instruments. The
information contained in this Offering Circular should be considered in the context of the circumstances prevailing
at the time and has not been and will not be updated to reflect material developments which may occur after the
date of this Offering Circular. None of the Issuer, the Guarantor, the Group, the Joint Lead Managers, the Trustee
or the Agents or any of their respective affiliates, directors, officers, employees, representatives, agents, advisers
or any person who controls any of them, intend or have any duty or obligation to supplement, amend, update or
revise any statements contained in this document.

Terms or characteristics may change before closing and the issue of Bonds may not proceed. No consideration has
been given to particular investment objectives, finances or needs of any recipient. This Offering Circular is not
intended to provide and should not be relied upon for tax, legal or accounting advice, investment recommendations
or a credit or other evaluation regarding the Bonds. Any investment decision to purchase the Bonds in the context
of a proposed subscription, if any, should be made exclusively on the basis of the final terms and conditions of the
Bonds and each investor’s own diligence in relation to such a subscription and not on the basis of this Offering
Circular. Prospective investors should consult their tax, legal, accounting or other advisers.

Listing of the Bonds on the Hong Kong Stock Exchange is not to be taken as an indication of the merits of the
Issuer, the Guarantor, the Group or the Bonds.

A rating given by a rating agency is not a recommendation to buy, sell or hold securities and may be subject to
revision, qualification, suspension, reduction or withdrawal at any time by the assigning rating agency.

IN CONNECTION WITH THE ISSUE OF THE BONDS, ANY OF THE JOINT LEAD MANAGERS
APPOINTED AND ACTING IN ITS CAPACITY AS STABILISATION MANAGER (THE
“STABILISATION MANAGER(S)”), OR ANY PERSON ACTING ON BEHALF OF THE
STABILISATION MANAGER(S), MAY, TO THE EXTENT PERMITTED BY APPLICABLE LAWS
AND DIRECTIVES, OVER-ALLOT OR EFFECT TRANSACTIONS WITH A VIEW TO SUPPORTING
THE MARKET PRICE OF THE BONDS AT A LEVEL HIGHER THAN THAT WHICH MIGHT
OTHERWISE PREVAIL. HOWEVER, THERE IS NO ASSURANCE THAT THE STABILISATION
MANAGER(S) (OR ANY PERSON ACTING ON BEHALF OF THE STABILISATION MANAGER(S))
WILL UNDERTAKE ANY STABILISATION ACTION. ANY STABILISATION ACTION MAY BEGIN
ON OR AFTER THE DATE ON WHICH ADEQUATE PUBLIC DISCLOSURE OF THE TERMS OF
THE OFFER OF THE BONDS IS MADE AND, IF BEGUN, MAY BE ENDED AT ANY TIME, BUT IT
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MUST END NO LATER THAN THE EARLIER OF 30 DAYS AFTER THE ISSUE DATE OF THE
BONDS AND 60 DAYS AFTER THE DATE OF THE ALLOTMENT OF THE BONDS. ANY
STABILISATION ACTION OR OVER-ALLOTMENT MUST BE CONDUCTED BY THE
STABILISATION MANAGER(S) (OR PERSONS ACTING ON BEHALF OF THE STABILISATION
MANAGER(S)) IN ACCORDANCE WITH ALL APPLICABLE LAWS AND RULES.

IMPORTANT NOTICE TO PROSPECTIVE INVESTORS

Prospective investors should be aware that certain intermediaries in the context of this offering of the Bonds,
including certain Joint Lead Managers, are “capital market intermediaries” (together, the “CMIs”) subject to
Paragraph 21 of the SFC Code of Conduct for Persons Licensed by or Registered with the Securities and Futures
Commission (the “SFC Code”). This notice to prospective investors is a summary of certain obligations the SFC
Code imposes on such CMIs, which require the attention and cooperation of prospective investors. Certain CMIs
may also be acting as “overall coordinators” (together, the “OCs”) for this offering and are subject to additional
requirements under the SFC Code.

Prospective investors who are the directors, employees or major shareholders of the Issuer, the Guarantor, a CMI
or its group companies would be considered under the SFC Code as having an association (an “Association’) with
the Issuer, the Guarantor, the CMI or the relevant group company. Prospective investors associated with the Issuer,
the Guarantor or any CMI (including its group companies) should specifically disclose this when placing an order
for the Bonds and should disclose, at the same time, if such orders may negatively impact the price discovery
process in relation to this offering. Prospective investors who do not disclose their Associations are hereby deemed
not to be so associated. Where prospective investors disclose their Associations but do not disclose that such order
may negatively impact the price discovery process in relation to this offering, such order is hereby deemed not to
negatively impact the price discovery process in relation to this offering.

Prospective investors should be aware that certain information may be disclosed by CMIs (including private banks)
which is personal and/or confidential in nature to the prospective investor. By placing an order, prospective
investors are deemed to have understood and consented to the collection, disclosure, use and transfer of such
information by the Joint Lead Managers and/or any other third parties as may be required by the SFC Code,
including to the Issuer, the Guarantor, any OCs, relevant regulators and/or any other third parties as may be
required by the SFC Code, it being understood and agreed that such information shall only be used for the purpose
of complying with the SFC Code, during the bookbuilding process for this offering. Failure to provide such
information may result in that order being rejected.

Singapore Securities and Futures Act Product Classification: In connection with Section 309B of the Securities
and Futures Act 2001 of Singapore, as modified or amended from time to time (the “SFA”) and the Securities and
Futures (Capital Markets Products) Regulations 2018 (the “CMP Regulations 2018”), the Issuer has determined,
and hereby notifies all persons (including relevant persons (as defined in Section 309A(1) of the SFA)), that the
Bonds are ‘prescribed capital markets products’ (as defined in the CMP Regulations 2018) and Excluded
Investment Products (as defined in MAS Notice SFA 04-N12: Notice on the Sale of Investment Products and
MAS Notice FAA-N16: Notice on Recommendations on Investment Products).

INDUSTRY AND MARKET DATA

Market data and certain industry forecasts and statistics in this Offering Circular have been obtained from both
public and private sources, including market research, publicly available information and industry publications.
Although each of the Issuer and the Guarantor believes this information to be reliable, it has not been independently
verified by the Issuer, the Guarantor, the Joint Lead Managers, the Trustee or the Agents (or any of their respective
affiliates, directors, officers, employees, representatives, agents or advisers or any person who controls any of
them), and none of the Issuer, the Guarantor, the Joint Lead Managers, the Trustee or the Agents (or any of their
respective affiliates, directors, officers, employees, representatives, agents or advisers or any person who controls
any of them) makes any representation as to the accuracy or completeness of that information. In addition, third
party information providers may have obtained information from market participants and such information may
not have been independently verified. This Offering Circular summarises certain documents and other information,
and investors should refer to them for a more complete understanding of what is discussed in those documents.
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The statistics set forth in this Offering Circular relating to the PRC and the industries in which the Issuer, the
Guarantor and the Group operates were taken or derived from various government and private publications. None
of the Issuer, the Guarantor, the Joint Lead Managers, the Trustee or the Agents (or any of their respective
affiliates, directors, officers, employees, representatives, agents or advisers or any person who controls any of
them) makes any representation as to the accuracy of such statistics, which may not be consistent with other
information compiled within or outside the PRC. Due to potentially inconsistent collection methods and other
factors, the statistics referred in this Offering Circular should not be unduly relied upon.



PRESENTATION OF FINANCIAL INFORMATION
FINANCIAL INFORMATION OF THE ISSUER AND THE GUARANTOR

This Offering Circular contains certain consolidated financial information of the Issuer as at and for the years
ended 31 December 2022, 2023 and 2024, which has been extracted from and should be read in conjunction with
the audited consolidated financial statements of the Issuer as at and for the years ended 31 December 2023 (the
“Issuer’s 2023 Audited Financial Statements”) and 2024 (the “Issuer’s 2024 Audited Financial Statements”,
together with the Issuer’s 2023 Audited Financial Statements, the “Issuer’s Audited Financial Statements”)
included elsewhere in this Offering Circular. The Issuer’s 2023 Audited Financial Statements and Issuer’s 2024
Audited Financial Statements were presented in Chinese in accordance with the Accounting Standards for Business
Enterprises in China (“PRC GAAP”) and have been audited by Zhongxinghua Certified Public Accountants LLP
(“Zhongxinghua”), the independent auditors of the Issuer in accordance with Auditing Standards for Chinese
Certified Accountants.

This Offering Circular also contains certain consolidated financial information of the Guarantor as at and for the
years ended 31 December 2022, 2023 and 2024, which has been extracted from and should be read in conjunction
with the pro forma audited consolidated financial information of the Guarantor as at and for the years ended 31
December 2022, 2023 and 2024 (the “Guarantor’s Audited Pro Forma Financial Statements”). The
Guarantor’s Audited Pro Forma Financial Statements were presented in Chinese in accordance with the PRC
GAAP and have been audited by Zhongxi CPAs (Special General Partnership) (“Zhongxi CPAs”), the
independent auditors of the Guarantor in accordance with Auditing Standards for Chinese Certified Accountants.

As the Guarantor was incorporated on 4 April 2023, the Guarantor’s Audited Pro Forma Financial Statements were
prepared on a pro forma basis. Pursuant to the Approval on Agreeing to Transfer the Equity of Jiangsu Fengshou
Dadi Investment Development Co., Ltd and Other Companies (3 [ 2 &= L& 2l K S5 R A TR A
H] S A F B HERIHEAE) ) issued by the State-owned Assets Supervision and Administration Office of the Dafeng
District Government (as defined below) on 28 December 2024, as part of the asset-consolidation and establishment
of the Guarantor through shareholding structure adjustment, Yancheng Dafeng District Urban Construction Group
Co., Ltd. (3T K B W3 1 s SE [ A B /A /) (“Dafeng Construction”) would transfer 49 per cent. of the
equity interest of Jiangsu Fengshou Dadi Investment Development Co., Ltd. (YL#&k S K& 2 e F R A &)
(“Fengshou Dadi”) to the Guarantor with no consideration. In addition, 100 per cent. of the equity interest of the
Guarantor would be transferred to the Dafeng District Government with no consideration. On 27 April 2025,
Dafeng Construction sought instructions from the State-owned Assets Supervision and Administration Office of
the Dafeng District Government in relation to having 100 per cent. of the equity interest of Dafeng Construction
transferred to the Guarantor with no consideration. Upon completion of the proposed equity interest transfer,
Dafeng Construction will be a wholly-owned subsidiary of the Guarantor. In addition, Yancheng Dafeng District
Jinmao State-owned Comprehensive Assets Management Co., Ltd. (B3 7 K& % 4 8 BIA 47 5 @ E KSR
/y ) proposed to entrust to the Guarantor the exercise of the 51 per cent. shareholder voting rights held by it in
Fengshou Dadi. Upon completion of the proposed entrustment, Fengshou Dadi will be controlled by and
consolidated into the Guarantor. On 15 May 2025, the State-owned Assets Supervision and Administration Office
approved the above-mentioned proposals. As at the date of this Offering Circular, the updated corporate
information of Dafeng Construction has been officially registered and the updated corporate information of
Fengshou Dadi is in the process of being registered.

The Guarantor’s Audited Pro Forma Financial Statements show how the Group’s operations in the relevant years
may have appeared had (i) the Guarantor been established on 1 January 2022; and (ii) 100 per cent. of the equity
interest of Dafeng Construction and Fengshou Dadi been transferred to or controlled by the Guarantor as of 1
January 2022.

References to the “Audited Financial Statements” are to the Issuer’s Audited Financial Statements and the
Guarantor’s Audited Pro Forma Financial Statements.

The Issuer publishes, in the PRC, its interim financial information from time to time. Such financial information
published by the Issuer in the PRC is normally derived from its management accounts and is not audited by
independent auditors. As such, financial information published in the PRC by the Issuer should not be relied upon
by potential purchasers to provide the same quality of information associated with any audited information. Such
financial information is not included or incorporated by reference in this Offering Circular and should not be relied
upon by any investors in making their investment decisions in the Bonds.
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PRC GAATP is substantially in line with International Financial Reporting Standards (“IFRS”) except for certain
modifications which reflect the PRC’s unique circumstances and environment. For a discussion of certain
differences between PRC GAAP and IFRS, see “Summary of Certain Differences between PRC GAAP and IFRS”.
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CERTAIN DEFINITIONS AND CONVENTIONS

This Offering Circular is prepared using a number of conventions, which should be considered when reading the
information contained herein. In this Offering Circular, unless otherwise specified or defined, references to the
“Issuer” are to Yancheng Dafeng Xiecheng Industrial Development Co., Ltd. (H3s i X 2 6 B F £ S R FH
PR A 7)), references to the “Issuer Group” are to the Issuer and its subsidiaries, references to the “Guarantor”
are to Yancheng Dafeng Urban Development Investment Holding Group Co., Ltd. (E# 35 7 K M % 35 7 S5 e 50
I EE [ PR A7), references to the “Group” are to the Issuer, the Guarantor and their respective subsidiaries.

This Offering Circular summarises certain documents and other information, and investors should refer to them
for a more complete understanding of what is discussed in those documents. In making an investment decision,
each investor must rely on its own examination of the Group and the terms of the offering and the Bonds, including
the merits and risks involved. In this Offering Circular, unless otherwise specified or the context otherwise
requires, all references to the “PRC” and “China” are to the People’s Republic of China (excluding Hong Kong,
the Macao Special Administrative Region of the People’s Republic of China and Taiwan); all references to the
“United States” and “U.S.” are to the United States of America; all references to “PRC Government” are to the
people’s government of the PRC, including all political subdivisions (including provincial, municipal and other
regional or local governmental entities) and instrumentalities thereof, or where the context requires, any of them;
all references to “Hong Kong” are to the Hong Kong Special Administrative Region of the People’s Republic of
China; all references to “Renminbi”, “RMB” and “CNY” are to the lawful currency of the PRC; and all references
to “U.S.$” and “U.S. dollars” are to the lawful currency of the United States of America. Historical amounts
translated into Renminbi have been translated at historical rates of exchange. Such translations should not be
construed as representations that the amounts referred to herein could have been or could be converted into
Renminbi at those rates or any other rate at all.

References to “Dafeng District Government” are to the People’s Government of Dafeng District of Yancheng (
B T K N REUR).
References to “MOF” are to the Ministry of Finance of the PRC

References to “NDRC” are to the National Development and Reform Commission of the PRC or its competent
local counterparts.

References to “PBOC” are to the People’s Bank of China, the central bank of the PRC.

References to “SAFE” are to the State Administration of Foreign Exchange of the People’s Republic of China or
its competent local counterparts.

References to “State Council” are to the State Council of the PRC.

The English names of the PRC nationals, entities, departments, facilities, laws, regulations, certificates, titles and
the like are translations of their Chinese names and are included for identification purposes only. In the event of
any inconsistency, the Chinese names prevail.

ROUNDING

In this Offering Circular, where information has been presented in thousands or millions of units, amounts may
have been rounded up or down. Accordingly, figures shown as totals in certain table may not be an arithmetic
aggregation of the figures which precede them. References to information in billions of units are to the equivalent
of a thousand million units.
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FORWARD-LOOKING STATEMENTS

This Offering Circular includes “forward-looking statements”. All statements other than statements of historical
fact contained in this Offering Circular, including, and without limitation to, those regarding the Issuer’s, the
Guarantor’s and the Group’s future financial position and results of operations, strategy, plans, objectives, goals
and targets, future developments in the markets where the Issuer, the Guarantor or the Group participates or is

CEINT3

seeking to participate, and any statements preceded by, followed by or that include the words “believe”, “expect”,
“aim”, “intend”, “will”, “may”, “anticipate”, “seek”, “should”, “estimate” or similar expressions or the negative
thereof, are forward-looking statements. These forward-looking statements involve known and unknown risks,
uncertainties and other factors, some of which are beyond the Issuer’s, the Guarantor’s or the Group’s control,
which may cause its actual results, performance or achievements, or industry results to be materially different from
any future results, performance or achievements expressed or implied by the forward-looking statements. These
forward-looking statements are based on numerous assumptions regarding the Issuer’s, the Guarantor’s and the
Group’s present and future business strategies and the environment in which the Issuer, the Guarantor or the Group
will operate in the future. Important factors that could cause the Issuer’s, the Guarantor’s or the Group’s actual
results, performance or achievements to differ materially from those in the forward-looking statements include,

among others, the following:

* industry risks;

*  general economic, political, social conditions and developments in China;

o the Issuer’s, the Guarantor’s and the Group’s business and operating strategies;

o the Issuer’s, the Guarantor’s and the Group’s capital expenditure plans;

*  various business opportunities that the Issuer, the Guarantor and the Group may pursue;
e the Issuer’s, the Guarantor’s and the Group’s operations and business prospects;

e the Issuer’s, the Guarantor’s and the Group’s financial condition and results of operations;
* fluctuation in price and availability of raw materials;

* availability and charges of bank loans and other forms of financing;

* changes in competitive conditions and its ability to compete under these conditions;

*  changes in currency exchange rates; and

»  other factors beyond the Issuer’s, the Guarantor’s and the Group’s control.

Additional factors that could cause actual results, performance or achievements to differ materially include, but
are not limited to, those discussed in “Risk Factors” and elsewhere in this Offering Circular. Each of the Issuer
and the Guarantor cautions investors not to place undue reliance on these forward-looking statements which reflect
their managements’ views only as at the date of this Offering Circular. None of the Issuer and the Guarantor
undertakes any obligation to update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise. In light of these risks, uncertainties and assumptions, the forward-looking
events discussed in this Offering Circular might not occur.
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SUMMARY

The summary below is only intended to provide a limited overview of information described in more detail elsewhere
in this Offering Circular. As it is a summary, it does not contain all of the information that may be important to
investors and terms defined elsewhere in this Offering Circular shall have the same meanings when used in this
summary. Prospective investors should therefore read this Offering Circular in its entirety, including the section
entitled “Risk Factors”, before making an investment decision.

OVERVIEW OF THE ISSUER

Established in April 2014, the Issuer is indirectly wholly-owned by the Guarantor, which is directly and wholly
owned by the Dafeng District Government. Playing a pivotal role in the urban construction and development of
Dafeng District, the Issuer primarily engages in business of infrastructure construction, property sales, commodity
trading, gas and power supply services, property leasing, sewage treatment and other businesses.

The Issuer Group’s principal business segments are as follows:

*  Infrastructure construction. The infrastructure construction business of the Issuer is primarily undertaken by
its wholly-owned subsidiaries, Yancheng Dafeng District Wancheng Engineering Project Management Co.,
Ltd. (EE3 7 Qe 3 TR H A A B A ) (“Wancheng Engineering”) and Yancheng Dafeng
District Guangsha Development and Construction Co., Ltd.( 35 7 K % B E S @R AR A7)
(“Guangxia Development”). The Issuer Group serves various parties for their infrastructure construction
needs. Such parties include the Yancheng City Dafeng District Urban Construction Headquarters and other
relevant governmental bodies. The above-mentioned parties may sign construction commission agreements
and other agreements with the Issuer Group, which is primarily responsible for the infrastructure construction
within Dafeng District in Yancheng City, including but are not limited to the engineering and construction of
roads, bridges, squares, tap water pipe network, rainwater and sewage pipe network, greening, street lamps,
electric power facilities, etc..

e Property sales. The property sales business of the Issuer primarily consists of undertaking resettlement
housing projects. Such projects include reconstruction and redevelopment of real estate properties. By selling
redeveloped properties to resettlement households, the Issuer Group is able to maintain a healthy cashflow as
the related receivables can be secured stably. The development projects of resettlement housing in Dafeng
District of Yancheng City is primarily undertaken by Yancheng Dafeng Zhencheng Construction Co., Ltd.
(R 3l 7T K S [ BRI 3B R A 7)) (“Zhencheng Construction™), a wholly-owned subsidiary of the Issuer,
and the resettlement housing construction and sales are carried out according to the resettlement plan of
Dafeng District. Zhencheng Construction possesses Grade 11 qualification for real estate development.

e Commodity trading. The commodity trading business of the Issuer Group is carried out by the Issuer and
Nanjing Fengye New Energy Technology Co., Ltd. (Fg 5% =F BB Bl RHZ A FR A 7)) (“Nanjing Fengye”).
The commodities being traded by the Issuer primarily include coal and metal ores, etc.. The Issuer mainly
procures coal from coal mines and large regional procurers in Shandong, Shanxi, Zhejiang and other provinces
and its downstream customers are mainly power plants and large-scale energy enterprises. Nanjing Fengye
mainly procures methanol from foreign methanol traders designated by downstream customers.

*  Gas and power supply services. The power supply business of the Issuer Group is primarily carried out by the
Issuer, which owns three photovoltaic power generation projects. The Issuer leases out photovoltaic power
generation equipment and auxiliary shed charging piles, and the income generated from the power supply
business is relatively humble. The gas supply business of the Issuer Group is carried out by Nanjing Fengye.

e Property leasing. The property leasing business of the Issuer Group primarily consists of rental income
generated from leasing out its properties to external parties. As the Issuer’s self-operated projects gradually
being completed and put into use, the Issuer expects to possess much more high-quality properties which can
be leased out for an income. As a bonus to the Issuer’s existing income, the property leasing business is likely
to provide the Issuer with a stable income in the future.

*  Sewage treatment. The sewage treatment business of the Issuer Group is primarily carried out by its
subsidiary, Yancheng Dafeng District Hucheng Sewage Treatment Co., Ltd. (3 7 K & % JE Iki5 /K B2 H
R/~ 7)) (“Hucheng Sewage™) The self-operated sewage treatment projects of the Issuer Group are mainly
sewage treatment projects in Shanghai and Jiangsu agglomeration area.

*  Other businesses. Other businesses of the Issuer mainly include property management business, advertisement
business and other businesses. In the future, as the advantages of the Issuer’s multi-faceted business model
1




being realised, such diversified business lines will provide the Issuer with more stable cashflow and revenue
sources.

RECENT DEVELOPMENTS OF THE ISSUER
Performance of the Issuer as at and for the six months ended 30 June 2025

As at the date of the Offering Circular, the Issuer has prepared an unaudited consolidated financial information of
the Issuer as at and for the six months ended 30 June 2025 (the “Issuer’s 2025 Interim Financial Statements”).
The Issuer’s 2025 Interim Financial Statements have not been audited or reviewed by the independent auditors
of the Issuer Group, or any other independent accountants, and maybe subject to adjustments if audited and
reviewed.

For the six months ended 30 June 2025, as compared to the same period in the preceding year, the Issuer Group
experienced an increase in revenue primarily due to the centralised settlement resulting from the completion of
certain projects. The Issuer Group experienced an increase in operating cost primarily due to an increase in costs
resulting from the expansion of the operating scale. The Issuer Group experienced an increase in operating profits
and net profits primarily due to the centralised settlement resulting from the completion of certain projects. As at 30
June 2025, the Issuer Group’s total assets and total liabilities decreased as compared to the balance as at 31
December 2024 primarily due to the repayment for part of the financial lease borrowing.

Potential investors should note, in particular, that the financial information in the Issuer’s 2025 Interim Financial
Statements may differ from future audited or reviewed information and the Issuer’s 2025 Interim Financial
Statements should not be relied upon by potential investors to provide the same quality of information associated
with information that has been subject to an audit or review. The Issuer’s 2025 Interim Financial Statements should
not be taken as an indication of the financial condition or results of operations of the Issuer for the full financial year
ending 31 December 2025. The Issuer’s 2025 Interim Financial Statements do not constitute part of this Offering
Circular. See “Risk Factors— Risks relating to the Group and its business - Investors should not place any reliance
on financial information which is unreviewed or unaudited”’. As such, the Issuer’s 2025 Interim Financial Statements
has not been set out in detail in this Offering Circular and does not form part of this Offering Circular and potential
investors should not rely on such financial information in their evaluation of the financial condition of the Issuer
and in making their investment decisions. The aforementioned financial information as at and for six months ended
30 June 2025 are not necessarily indicative of the results that may be expected for the year ending 31 December
2025 or any period thereafter. Consequently, potential investors must exercise caution when using such data to
evaluate the Issuer’s financial condition and results of operations.

None of the Joint Lead Managers, the Trustee or the Agents nor any of their respective directors, officers, employees,
representatives, agents, advisers, affiliates and any person who controls any of them makes any representation or
warranty, express or implied, regarding the accuracy of the Issuer’s 2025 Interim Financial Statements or the
sufficiency of such financial information for an assessment of the Issuer’s financial condition and results of
operation.




OVERVIEW OF THE GUARANTOR

The Guarantor is the core comprehensive management and operational platform of state-owned assets in Dafeng
District. The Guarantor has prominent position within Dafeng District and is directly and wholly-owned by the
Dafeng District Government. The Guarantor primarily engages in infrastructure construction, property sales,
engineering and construction, commodity trading, property leasing and other businesses, such as gas and power
supply and sewage treatment, etc., with a diversified business structure.

The Guarantor plays a vital role in the infrastructure development, as well as the construction and operation of
Dafeng District. Leveraging on the strong government support, the Group has played an important role in
furthering the social and economic development of Dafeng District by undertaking and completing a number of
strategically important infrastructure projects within Dafeng District.

The Group has a diversified business portfolio. As at the date of this Offering Circular, the Group’s principal
business segments are as follows:

*  Infrastructure construction. The infrastructure construction business of the Group is primarily undertaken by
the Guarantor’ subsidiaries, Dafeng Construction, Yancheng Dafeng District Transportation Investment Co.,
Ltd. (E3 oK 8 [ A2 I % A IR #54F A 7)) (“Dafeng Transportation Investment”), Dafeng Ecology
Investment Development Corporation (VL& 5 i #4% B 95 H R A F]) (“Ecology Investment”) and Jiangsu
Mingsheng New Rural Construction and Development Co., Ltd. (VL% B FtBr B2 AT 2 5% 98 B A PR A W)
(“Mingsheng Construction”), adopting the agent construction model. The commissioning parties include
Yancheng City Dafeng District Urban Construction Headquarters, Yancheng City Dafeng District
Transportation Bureau and Jiangsu Dafeng Economic Development Zone Management Committee (“Dafeng
Economic Development Committee”), Yancheng Dafeng Xingfeng Engineering Construction Co., Ltd. (%
I K L TR R A PR A F]) (“Xingfeng Engineering”), the ultimate beneficial owner of which is
Dafeng Economic Development Committee, Dafeng Gaoxin Construction Co., Ltd. (X8 & iR @ s A R 2
7)) (“Gaoxin Construction”), Yancheng Dafeng Haicheng Industrial Development Co., Ltd. (&3 i A&
[ W E 3 R B R A 7)) (“Haicheng Industrial”), Dazhong Street People’s Government (KA #iE A
IEUR) and other relevant governmental bodies. The above-mentioned subsidiaries carry out infrastructure
construction projects through self-raised funds and, for any project, the commissioning party would usually
confirm the final contractual amount as the actual total investment of the project (the “Project Investment”)
adding a certain proportion of the Project Investment, and the undertaking entity would record the income
according to a settlement confirmation memorandum.

e Property sales. The property sales business of the Group primarily consists of sales of resettlement housing.
The resettlement housing projects are primarily carried out by Dafeng Construction and its subsidiary,
Ecology Investment, and the Guarantor’ subsidiary, Zhencheng Construction. The above-mentioned entities
use self-raised funds to bid for resettlement housing land and carry out construction accordingly.

e Engineering and construction. From 2022 to 2024, the Group’s engineering and construction business was
primarily operated by Yancheng Dafeng Road and Bridge Engineering Co., Ltd. (3 K & #5AG TREA TR A
7)) (“Dafeng Road and Bridge”), a former subsidiary of Dafeng Transportation Investment. In terms of
qualifications, Dafeng Road and Bridge possesses grade II qualification for general contracting of highway
engineering and construction, grade II qualification for professional contracting of highway pavement
engineering, grade II qualification for professional contracting of highway subgrade engineering and grade 11
qualification for general contracting of municipal public engineering and construction.

*  Commodity trading. The commodity trading business of the Group is primarily carried out by Dafeng
Construction’s subsidiares, Yancheng Dafeng Zecheng Trading Development Co., Ltd. (H# 3117 K ¥ % V5235 B
% 3% A PR A7) (“Zecheng Trading”), Jiangsu Hengkai Trading Co., Ltd. (YLERTHSLE 5 H R A 7))
(“Hengkai Trading”) and Jiangsu Xingtong Furun Energy Co., Ltd. (VL #& 58 & ¥ G V8 H MR A &)
(“Xingtong Furun”). The Group mainly trades commodities including minerals, metals, coal, agricultural
products, etc., and bases its procurement and inventories demand on actual sales orders.

*  Property leasing. The property leasing business of the Group is primarily conducted through its subsidiaries,
Fengshou Dadi, Ecology Investment and Dafeng Transportation Investment. The Group’s property leasing
business primarily consists of leasing out its sewage and rainwater network assets, land, factories and office
buildings, etc..

*  Other businesses. Other businesses of the Group primarily include gas and power supply, sewage treatment,
civil defence, security escort, etc., and the revenue sources are relatively diversified.
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COMPETITIVE STRENGTHS OF THE GROUP
The Group believes that the following strengths are important to its success and future development:

*  Well-positioned to benefit from the strong economic growth potential of Dafeng District and Yancheng City
in general.

*  Predominant infrastructure construction and development platform in close alignment with favourable
national and local policies.

+  Strong support from the Dafeng District Government and other government entities.
*  Experienced senior management team and talented professionals.

*  Sufficient capital from diversified financing channels.

BUSINESS STRATEGIES OF THE GROUP

The Group intends to focus on the following business strategies:

+  Continue to focus on its infrastructure construction business within Dafeng District and maintain its important
role in the development of Dafeng District.

+  Continue to diversify the Group’s businesses and to increase investment in businesses that synergies with the
Group’s core businesses.

*  Continue to develop diversified financing channels to maintain well-capitalised growth.

*  Continue to build a professional management team.

RECENT DEVELOPMENTS OF THE GROUP
Performance of the Group as at and for the six months ended 30 June 2025

As at the date of the Offering Circular, the Group has prepared an unaudited consolidated financial information of
the Group as at and for the six months ended 30 June 2025 (the “Group ’s 2025 Interim Financial Statements”).
The Group’s 2025 Interim Financial Statements have not been audited or reviewed by the independent auditors
of the Group, or any other independent accountants, and maybe subject to adjustments if audited and
reviewed.

For the six months ended 30 June 2025, as compared to the same period in the preceding year, the Group experienced
a decrease in revenue primarily due to the fact that the income from certain infrastructure construction businesses
has not been settled yet. The Group experienced a decrease in operating cost primarily due to the decrease in
administrative expenses. The Group experienced a decrease in operating profits and net profits primarily due to the
fact that the income from certain infrastructure construction businesses has not been settled yet. As at 30 June 2025,
the Group’s total assets increased as compared to the balance as at 31 December 2024 primarily due to undertaing
substantial amount of projects and business expansion in general. The Group’s total liabilities increased as compared
to the balance as at 31 December 2024 primarily due to the increase in external financing demand.

Potential investors should note, in particular, that the financial information in the Group’s 2025 Interim Financial
Statements may differ from future audited or reviewed information and the Group’s 2025 Interim Financial
Statements should not be relied upon by potential investors to provide the same quality of information associated
with information that has been subject to an audit or review. The Group ’s 2025 Interim Financial Statements should
not be taken as an indication of the financial condition or results of operations of the Group for the full financial
year ending 31 December 2025. The Group’s 2025 Interim Financial Statements do not constitute part of this
Offering Circular. See “Risk Factors— Risks relating to the Group and its business - Investors should not place any
reliance on financial information which is unreviewed or unaudited”’. As such, the Group’s 2025 Interim Financial
Statements has not been set out in detail in this Offering Circular and does not form part of this Offering Circular
and potential investors should not rely on such financial information in their evaluation of the financial condition of
the Group and in making their investment decisions. The aforementioned financial information as at and for six
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months ended 30 June 2025 are not necessarily indicative of the results that may be expected for the year ending 31
December 2025 or any period thereafter. Consequently, potential investors must exercise caution when using such
data to evaluate the Group’s financial condition and results of operations.

None of the Joint Lead Managers, the Trustee or the Agents nor any of their respective directors, officers, employees,
representatives, agents, advisers, affiliates and any person who controls any of them makes any representation or
warranty, express or implied, regarding the accuracy of the Group’s 2025 Interim Financial Statements or the
sufficiency of such financial information for an assessment of the Group’s financial condition and results of
operation.




THE ISSUE

The following summary contains some basic information about the Bonds. Some of the terms described below are
subject to important limitations and exceptions. Words and expressions defined in “Terms and Conditions of the
Bonds” shall have the same meanings in this summary. For a more complete description of the terms and
conditions of the Bonds, see “Terms and Conditions of the Bonds”.

Issuer

Guarantor

Issue

Guarantee

Status of the Bonds

Status of the Guarantee

Issue Price

Denomination

Interest

Issue Date
Maturity Date
Use of Proceeds

Events of Default

Yancheng Dafeng Xiecheng Industrial Development Co., Ltd. (83 117 K B [ 55 3 5
RERARA )

Yancheng Dafeng Urban Development Investment Holding Group Co., Ltd. (#8317
K5 4l T 2 o 150 4 SR B A PR ]

CNY500,000,000 in aggregate principal amount of 6.3 per cent. guaranteed green bonds
due 2028.

The Guarantor will unconditionally and irrevocably guarantee the due payment of all
sums expressed to be payable by the Issuer under the Trust Deed and the Bonds. Its
obligations in that respect will be contained in the Deed of Guarantee.

The Bonds will constitute direct, unsubordinated, unconditional and (subject to
Condition 4(a) (Negative Pledge) of the Terms and Conditions of the Bonds) unsecured
obligations of the Issuer and shall at all times rank pari passu and without any
preference among themselves. The payment obligations of the Issuer under the Bonds
shall, save for such exceptions as may be provided by applicable laws and regulations
and subject to Condition 4(a) (Negative Pledge) of the Terms and Conditions of the
Bonds, at all times rank at least equally with all its other present and future unsecured
and unsubordinated obligations.

The obligations of the Guarantor under the Guarantee shall, save for such exceptions
as may be provided by applicable laws and regulations and subject to Condition 4(a)
(Negative Pledge) of the Terms and Conditions of the Bonds, at all times rank at least
equally with all its other present and future unsecured and unsubordinated obligations.

100.0 per cent. of the principal amount of the Bonds.

The Bonds will be issued in the specified denomination of CNY 1,000,000 and integral
multiples of CNY 10,000 in excess thereof.

The Bonds will bear interest on their outstanding principal amount from and including
the Issue Date at the rate of 6.3 per cent. per annum, payable semi-annually in arrear
in equal instalments of CNY315.0 per Calculation Amount (as defined in the Terms
and Conditions of the Bonds) on 27 May and 27 November in each year (each an
“Interest Payment Date”), commencing on 27 May 2026.

27 November 2025.
27 November 2028.
See “Use of Proceeds” and “Green Finance Framework”.

Upon the occurrence of certain events of default, as further described in “Terms and
Conditions of the Bonds — Events of Default”, the Trustee at its sole and absolute
discretion may, and if so requested in writing by holders of at least 25 per cent. in
aggregate principal amount of the Bonds then outstanding or if so directed by an
Extraordinary Resolution, shall (provided in any such case that the Trustee shall have
first been indemnified and/or secured and/or pre-funded to its satisfaction), give notice
to the Issuer and the Guarantor that the Bonds are, and they shall accordingly become,
immediately due and payable at their principal amount together (if applicable) with
accrued but unpaid interest.




Cross-Default

Taxation

Final Redemption

Redemption
Taxation Reasons

Redemption
Relevant Events

Clearing Systems

for

for

The Bonds are subject to a cross-default provision in relation to the Issuer, the
Guarantor or any of their respective Subsidiaries (as defined in the Terms and
Conditions of the Bonds) as further described in Condition 9(c) (Cross-Default) of the
Terms and Conditions of the Bonds, respectively.

All payments of principal, premium (if any) and interest by or on behalf of the Issuer
or the Guarantor in respect of the Bonds or under the Guarantee shall be made free and
clear of, and without set-off or counterclaim, and free and clear of, and without
withholding or deduction for or on account of, any present or future taxes, duties,
assessments or governmental charges of whatever nature imposed, levied, collected,
withheld or assessed by or within the PRC or any political subdivision or authority
therein or thereof having power to tax, unless such withholding or deduction is required
by law, as further described in Condition 8 of the Terms and Conditions of the Bonds.

Where such withholding or deduction is made by the Issuer or, as the case may be, the
Guarantor by or within the PRC at a rate up to and including the aggregate rate
applicable on 20 November 2025 (the “Applicable Rate”), the Issuer or, as the case
may be, the Guarantor will increase the amounts paid by it to the extent required, so
that the net amount received by Bondholders equals the amounts which would
otherwise have been receivable by them had no such withholding or deduction been
required.

Unless previously redeemed, or purchased and cancelled, the Bonds will be redeemed
at their principal amount on the Maturity Date.

The Bonds may be redeemed at the option of the Issuer in whole, but not in part, at any
time, on giving not less than 30 nor more than 60 days’ notice (a “Tax Redemption
Notice”) to the Bondholders in accordance with Condition 16 of the Terms and
Conditions of the Bonds (which shall be irrevocable) and in writing to the Trustee and
the Principal Paying Agent, at their principal amount (together with interest accrued
up to but excluding the date fixed for redemption), if the Issuer or the Guarantor (as
the case may be) satisfies the Trustee immediately prior to the giving of such notice
that (i) the Issuer (or, if the Guarantee was called, the Guarantor) has or will become
obliged to pay Additional Tax Amounts as provided or referred to in Condition 8 of
the Terms and Conditions of the Bonds as a result of any change in, or amendment to,
the laws or regulations of the PRC or any political subdivision or any authority thereof
or therein having power to tax, or any change in the application or official
interpretation of such laws or regulations, which change or amendment becomes
effective on or after 20 November 2025, and (ii) such obligation cannot be avoided by
the Issuer or the Guarantor (as the case may be) taking reasonable measures available
to it, provided that no Tax Redemption Notice shall be given earlier than 90 days prior
to the earliest date on which the Issuer or the Guarantor (as the case may be) would be
obliged to pay such Additional Tax Amounts were a payment in respect of the Bonds
(or the Guarantee, as the case may be) then due, as further described in Condition 6(b)
of the Terms and Conditions of the Bonds.

Following the occurrence of a Relevant Event, the holder of any Bond will have the
right, at such holder’s option, to require the Issuer to redeem all, but not some only, of
such holder’s Bonds on the Put Settlement Date (as defined in Condition 6(c) of the
Terms and Conditions of the Bonds) at 101 per cent. of their principal amount, together
with interest accrued up to, but excluding, the Put Settlement Date. See “Terms and
Conditions of the Bonds — Redemption and Purchase — Redemption for Relevant
Events”.

The Bonds will be evidenced by beneficial interests in the Global Certificate, which
will be registered in the name of a nominee of, and deposited with, a common depositary
for Euroclear and Clearstream or any Alternative Clearing System (as defined in the
Global Certificate). Beneficial interests in the Global Certificate will be shown on and
transfers whereof will be effected only through records maintained by Euroclear and




Clearstream. Except as described in the Global Certificate, certificates for the Bonds
will not be issued in exchange for beneficial interests in the Global Certificate.

ISIN XS3236753334.
Common Code 323675333.

Legal Entity Identifier 836800F4Q4VS7P9WPVO95.

of the Issuer

Governing Law and Hong Kong law and Hong Kong courts.
Jurisdiction

Trustee CNCBI Trustee Limited.

Registrar, Principal China CITIC Bank International Limited.

Paying Agent and

Transfer Agent

Listing Application will be made to the Hong Kong Stock Exchange for the listing of, and
permission to deal in, the Bonds on the Hong Kong Stock Exchange by way of debt
issues to Professional Investors only and it is expected that permission to deal in, and
listing of, the Bonds on the Hong Kong Stock Exchange will commence on 28
November 2025.

Green Finance The Bonds are being issued as “Green Bonds” under the Green Finance Framework.

Framework See “Green Finance Framework”.




SUMMARY CONSOLIDATED FINANCIAL INFORMATION OF THE ISSUER

The summary audited consolidated financial information of the Issuer as at and for the years ended 31 December
2022, 2023 and 2024, as set out below, has been derived from and should be read in conjunction with the Issuer’s
Audited Financial Statements and the notes thereto included elsewhere in this Offering Circular. See “Presentation
of Financial Information”.

The Issuer’s 2023 Audited Financial Statements and Issuer’s 2024 Audited Financial Statements were presented in
Chinese in accordance with the PRC GAAP and have been audited by Zhongxinghua, the independent auditors of
the Issuer in accordance with Auditing Standards for Chinese Certified Accountants.

PRC GAAP differs in certain respects from IFRS. See “Summary of Certain Differences Between PRC GAAP and
IFRS”.

The following tables set forth the Issuer’s summary consolidated financial information as at the dates and for the
periods indicated.

SUMMARY CONSOLIDATED BALANCE SHEET DATA

As at 31 December

2022 2023 2024
(RMB) (RMB) (RMB)
Current asset:
Currency funds ........cceeeveirvennene. 4,303,553,874.53 2,972,559,967.05 1,292,609,172.43
Trading financial assets.................. — — —
Notes receivable ...........covvveeeveennes 4,820,000.00 100,000.00 —
Accounts receivable....................... 776,238,328.22 1,191,137,599.31 1,425,919,821.72

Prepayments .........cccceceecieiiniinnennne
Other receivables..........cccceeeveeenene.
INVENtories .......cevveeveevveecreereeiens
Other current assets ............ccoeveee.
Total current assets .......ccceeeceneeeee
Non-current assets:

Other non-current financial assets .
Investment properties ...................
Fixed assets.......c.oceeeeevreevreecneenenns
Construction in progress................
Intangible assets.........c.ccoevereuennene.
Long-term prepaid expenses..........
Deferred tax assets.........cccceveenennes
Total non-current assets
Total assets

Current liabilities:
Short-term borrowings...................
Notes payable ........ccccevecerennennne
Accounts payable...........cccoeeeenne
Employee benefits payable............
Contractual liability ..........cccceneee.
Taxes payable .......c.ccccoevvveneennene.
Other payables......c..cccoeevereennee.
Non-current liabilities maturing
within one year............coeeeee.
Other current liabilities..................
Total current liabilities................
Non-current liabilities:
Long-term borrowings...................
Long-term payables
Deferred income.........c.ccoeeverveuenneee.
Deferred tax liabilities ...................
Other non-current liabilities ..........
Total non-current liabilities........
Total liabilities .......cccceeverurrursurnee
Owners’ equity
Paid-in capital.......c.cccvevrenecnnene.

77,059,584.41
2,317,453,011.51
8,064,172,319.78
55,783,501.82

163,822,623.94
2,008,092,536.24
8,078,106,747.07
63,593,749.85

61,073,905.28
1,394,879,172.91
7,651,125,894.79
52,370,851.74

15,599,080,620.27 14,477,413,223.46 11,877,978,818.87
10,000,000.00 - -
1,082,428,400.00 3,275,476,010.00 4,073,361,600.00
14,956,804.79 42,274,228.24 169,228,691.58
146,914,368.96 413,567,515.46 317,543,422.36
5,223,390.73 11,818,775.14 7,627,985.11

- 9,023,770.48 -

498.291.61 391.815.09 661,130.18
1,260,021, 256.09 3,752,552,114.41 4,568,422,829.23
16,859,101,876.36 18,229,965,337.87 16,446,401,648.10
535,590,355.82 1,555,921,570.01 458,153,861.26
3,757,090,000.00 1,302,000,000.00 151,040,000.00
41,100,127.28 175,630,698.32 154,761,175.30
2,114.40 - 207.50
99,270,847.34 173,753,854.91 209,246,449.22

37,336,234.58
1,445,272,743.07

872,397,462.57
151,368,626.34
6,939,428,511.40

2,147,741,501.62
1,496,058,933.44
127,856,599.49
300,000,000.00
4,071,657,034.55
11,011,085,545.95

1,000,000,000.00

85,255,153.50
239,845,353.63

1,768,312,455.47
251,232,707.18
5,551,951,793.02

3,724,445,307.12
2,134,775,128.94
52,526,202.04
103,257,306.74
120,000,000.00
6,135,003,944.84
11,686,955,737.86

1,000,000,000.00

96,991,110.42
134,081,877.45

2,721,132,289.49
636,832,180.43
4,562,239,151.07

2,548,608,941.59
2,740,585,111.13
32,427,548.58
104,430,009.60
5,393,624,062.32
9,955,863,213.39

1,000,000,000.00




As at 31 December

2022 2023 2024
(RMB) (RMB) (RMB)
Capital FeSEIVES ..., 4,437,086,290.20 4,818,348,894.50 4,734,412,750.16

240,616,859.50
8,558,141.28
64,224,101.99

115,237,986.49
23,661,715.59
252,659,481.96

Other comprehensive income........
Surplus reserves.........coeeeveneeuennene.
Undistributed profits..........c.ccc......
Total owner’s equity attributable

115,237,986.49
23,981,539.92
277,036,016.00

Classified by business continuity:
Net profit from ongoing
operations............
Net profit from discontinued
operations......
Classify by ownership:
Minority Interest in income............c........
Net profits attributable to owners of the
parent COMPANY ....c..oevvevereeereeneerereeeruenss
Net amount after tax of other
comprehensive income .........cccceeeeruencenes
Net amount after tax of other
comprehensive income attributable
to owners of the parent company .....
- Other comprehensive income
reclassified into profit or

-Profit or loss from changes in
fair value of investment
properties

Net amount after tax of other
comprehensive income attributable
to minority shareholders....................

21,831,017.09

(2,338,853.92)

24,169,871.01

199,955,123.91

(3,583,830.37)

203,538,954.28

to the parent company 5,750,485,392.97 6,209,908,078.54 6,150,668,292.57
Minority interests.................. 97,530,937.44 333,101,521.47 339,870,142.14
Total owners’ equity.......cceeeueeneee 5,848,016,330.41 6,543,009,600.01 6,490,538,434.71
Total liabilities and owners’
equity 16,859,101,876.36 18,229,965,337.87 16,446,401,648.10
SUMMARY CONSOLIDATED INCOME STATEMENT DATA
As at 31 December
2022 2023 2024
(RMB) (RMB) (RMB)
Total operating revenue...........cceeuceucenee 960,020,489.45 944,274,974.74 879,551,461.37
Operating revenue ............o.eceeveevererveeennss 960,020,489.45 944,274,974.74 879,551,461.37
Total operating Costs ........cceeeeureureurcncenee 943,607,150.92 892,293,482.24 840,710,806.84
Operating costs 889,315,305.77 839,464,135.68 786,848,403.87
Taxes and surtaxes 8,891,847.81 20,540,24134 24,998,496.07
Selling eXpenses ........eceeeververeereeneerenennens 3,668,158.83 7,014,440.84 7,886,472.21
General and administrative expenses ....... 18,346,251.04 30,006,493.86 27,108,240.22
Financial eXpenses.........ccccevvevvervenvenuennennen 23,385,587.47 (4,731,82948) 6,130,805.53
Including: Interest expenses..................... 74,244,756.78 26,916,285.35 15,743,328.92
Interest income 59,723,825.56 33,008,599 98 22,222,809.58
Asset impairment 10SS€S ..........ccccccvveuenee. — — —
Other iNCOME ......coovereereerererereereereenene 17,376,696.08 978,043.69 33,417.19
Investment income 10,650,000,00 — —
Gains from changes in fair value.............. (3,791,910.00) 169,886,304.42 4,690,811.45
Credit impairment 10SS ........c.cccceerveernnene. (968,16643) 425,906.08 (1,077,260.35)
Operating profits 39,679,958.18 223,271,746.69 42,487,622.82
Non-operating inCoOmMe............ecerverereereenne 205,143.25 438,15180 35,003.32
Non-operating eXpenses ..........ceeeeervereene 656,056.11 3,492,668.75 1,373,682.17
Total profits 39,229,045.32 220,217,229.74 41,148,943.97
Income tax eXpenses.........coceereereerieenueenne 17,398,028.23 20,262, 105,83 11,640,543.83
Net profits 21,831,017.09 199,955,123.91 29,508,400.14

29,508,400.14

4,812,041.77

24,696,358.37

6,885,531.39

6,885,531.39

6,885,531.39

6,885,531.39

(116,712,561.51)

(125,378,873.01)

(125,378,873.01)

(125,378,873.01)

8,066,311.50




As at 31 December

2022 2023 2024
(RMB) (RMB) (RMB)
Total comprehensive income 28,716,548.48 83,242,562.40 29,508,400.14

Total comprehensive income attributable
to owners of the parent company .....

Total comprehensive income attributable
to minority shareholders...................
SUMMARY CASH FLOW STATEMENT DATA

31,055,402.40

78,160,081.27

24,696,358.37

21,831,017.09 5,082,481.13 4,812,041.77
As at 31 December
2022 2023 2024
(RMB) (RMB) (RMB)

Net cash flows from operating activities......

Net cash flows from investing activities .........
Net cash provided by financing activities ....... 1,9
Effect of foreign exchange rate changes on
cash and cash equivalents.............ccoceeeee.
Net increase in cash and cash equivalents...
Beginning balance of cash and cash
eqUIVALENES....c.eeveieieieereeeee e
Ending balance of cash and cash
equivalents

(1,937,013,690.98)

(23,740,595.17)

83,953,747.81

227,044.27
23,426,505.93

220,105,203.92

243,531,709.85

220,986,404.11
(1,494,730,531.3
3)
1,220,172,401.77

38,858.64
(53,532,866.81)

243,531,709.85

189,998,843.04

51,351,867.31

(146,913,776.95)
256,252,843.50

59,482.07
160,750,415.93

189,998,843.04

350,749,258.97




SUMMARY CONSOLIDATED FINANCIAL INFORMATION OF THE GUARANTOR

The summary consolidated financial information of the Guarantor as at and for the years ended 31December 2022,
2023 and 2024, as set out below, has been derived from and should be read in conjunction with the Guarantor’s
Audited Pro Forma Financial Statements and the notes thereto included elsewhere in this Offering Circular. See
“Presentation of Financial Information”.

The Guarantor’s Audited Pro Forma Financial Statements were presented in Chinese in accordance with the PRC
GAAP and have been audited by Zhongxi CPAs, the independent auditors of the Guarantor in accordance with
Auditing Standards for Chinese Certified Accountants.

PRC GAAP differs in certain respects from IFRS. See “Summary of Certain Differences Between PRC GAAP and
IFRS”.

As the Guarantor was incorporated on 4 April 2023, the Guarantor’s Audited Pro Forma Financial Statements were
prepared on a pro forma basis. Pursuant to the Approval on Agreeing to Transfer the Equity of Jiangsu Fengshou
Dadi Investment Development Co., Ltd and Other Companies ( (/] 1 [7] & G/ FF) L gk Z )¢ A 14 72 A IR 2\ 7]
L T RERI L) ) issued by the State-owned Assets Supervision and Administration Office of the Dafeng
District Government on 28 December 2024, as part of the asset-consolidation and establishment of the Guarantor
through shareholding structure adjustment, Dafeng Construction would transfer 49 per cent. of the equity interest
of Fengshou Dadi to the Guarantor with no consideration. In addition, 100 per cent. of the equity interest of the
Guarantor would be transferred to the Dafeng District Government with no consideration. On 27 April 2025, Dafeng
Construction sought instructions from the State-owned Assets Supervision and Administration Office of the Dafeng
District Government in relation to having 100 per cent. of the equity interest of Dafeng Construction transferred to
the Guarantor with no consideration. Upon completion of the proposed equity interest transfer, Dafeng Construction
will be a wholly-owned subsidiary of the Guarantor. In addition, Yancheng Dafeng District Jinmao State-owned
Comprehensive Assets Management Co., Ltd. (HI3 777 K & it 2 7% [ 1 #5  B A5 B 7 IR 4 7)) proposed to
entrust to the Guarantor the exercise of the 51 per cent. shareholder voting rights held by it in Fengshou Dadi. Upon
completion of the proposed entrustment, Fengshou Dadi will be controlled by and consolidated into the Guarantor.
On 15 May 2025, the State-owned Assets Supervision and Administration Office approved the above-mentioned
proposals. As at the date of this Offering Circular, the updated corporate information of Dafeng Construction has
been officially registered and the updated corporate information of Fengshou Dadi is in the process of being
registered.

The Guarantor’s Audited Pro Forma Financial Statements show how the Group’s operations in the relevant years
may have appeared had (i) the Guarantor been established on 1 January 2022; and (ii) 100 per cent. of the equity
interest of Dafeng Construction and Fengshou Dadi been transferred to or controlled by the Guarantor as of 1
January 2022.

The actual financial condition and results of operations following the establishment of the Guarantor may not be
consistent with, or evident from, such pro forma financial information. Investors are cautioned not to place undue
reliance on such pro forma financial information. See “Presentation of Financial Information”.

The following tables set forth the Guarantor’s summary consolidated financial information as at the dates and for
the periods indicated.

SUMMARY CONSOLIDATED BALANCE SHEET DATA

As at 31 December

Current asset:
Currency funds

Trading financial assets
Notes receivable .........
Accounts receivable....
Prepayments ...............
Other receivables........
Inventories..................
Other current assets ....

Total current assets
Non-current assets:

Long-term equity investment

2022 2023 2024
(RMB) (RMB) (RMB)
12,305,308,079.94 11,589,351,257.19 8,344,162,386.27
5,710,198.00 1,674,824.20 2,296,845.94

11,881,820,574.17
1,108,643,479.02
11,754,015,194.44

13,615,912,207.00
1,165,033,186.10
12,057,155,298.01

15,291,728,188.30
948,235,729.06
12,488,619,080.86

27,088,744,064.27 28,417,664,239.18 29,977,672,312.04
784,236,902.67 846,714,112.92 841,873,744.73
64,928,478,492.51 67,693,505,124.60 67,894,588,287.20

9,793,724,640.66
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11,082,221,433.60

11,592,087,507.10




Investments in other equity
instruments
Other non-current financial assets.
Investment properties ...................
Fixed assets........oceeeeevrieeieecneeneens
Construction in progress................
Intangible assets.........c.ccoevereeuennene.
Long-term prepaid expenses..........
Deferred tax assets.........ccceveeennes
Other non-current assets
Total non-current assets..............
Total assets
Current liabilities:
Short-term borrowings...................
Notes
payable..........c.ooiiiiinin.

Accounts payable...........cccoeeeennne
Contractual liability ...........ccceneee.
Employee benefits payable
Taxes payable .......cccccoeevveneennne.
Other payables......c..cccoeeeeneennee.
Non-current liabilities maturing
within one year...........ccoeceeee.
Other current liabilities..................
Total current liabilities................
Non-current liabilities:
Long-term borrowings...................
bonds payable..........cceceverieniennne.
Long-term payables...........c.cc......
Deferred income ........c.ccoeereeuenneee.
Deferred tax liabilities ...................
Other non-current liabilities ..........
Total non-current liabilities........
Total liabilities .......cccceeveruerursurncee
Owners’ equity
Capital 1eServes .........coeeveereeuennene.
Other comprehensive income........
Special Reserve .........ccceevevevennenne
Undistributed profits
Total owner’s equity attributable
to the parent company .............
Minority interests..........c.cocevveuennene.
Total owners’ equity......ccecesvenenee
Total liabilities and owners’
equity

Total operating revenue...................
Revenue from operations...................
Total operating costs ........ccceeerueucenes

Operating costs

Taxes and Surtaxes...........cccceeeveeennennn.

As at 31 December

2022 2023 2024
(RMB) (RMB) (RMB)
100,000,000.00 479,920,856.32 501,687,155.38

676,394,851.02
10,755,506,741.23
3,306,383,089.09
1,349,016,382.54
122,775,038.12
16,520,685.89
33,814,176.64
868,008,486.11
27,022,144,091.30
91,950,622,583.81

6,693,766,135.78

7,075,315,290.68
319,487,451.83
490,789,361.04
4,785,896.37
1,308,688,432.44
5,574,679,521.89

10,740,140,803.01
1,738,666,893.38
33,957,564,166.98

11,224,293,563.83
4,776,810,945.24
6,181,537,109.63

986,602,511.24

646,404,851.02
14,120,316,720.90
3,660,527,006.11
1,971,407,996.85
125,033,380.61
28,305,999.87
34,657,736.66
866,972,078.92
33,015,768,060.86
100,709,273,185.46

9,758,069,823.58

3,166,966,103.09
447,011,411.26
602,876,142.31
5,613,767.61
1,634,629,061.34
6,674,595,256.06

9,712,090,529.60
1,812,199,771.96
33,830,050,330.84

14,276,369,446.42
7,167,110,150.46
6,243,282,399.67
52,526,202.04
999,519,137.99

SUMMARY CONSOLIDATED INCOME STATEMENT DATA

731,197,942.21
15,527,937,406.10
3,797,580,111.13
1,721,552,142.33
645,749,949.79
4,890,836.80
40,181,953.67
866,972,078.92
35,429,837,083.43
103,324,425,370.63

7,755,794,369.74

2,736,940,000.00
633,467,665.62
777,755,114.66
1,249,465.06
1,945,878,566.36
8,288,940,774.95

14,978,875,788.71
791,454,661.56
37,923,525,231.63

14,556,504,998.25
6,063,759,559.19
5,424,303,543.60

988,223,472.50

142,957,560.98

11

254,854,597.39

2,497,350,000.00 2,635,290,000.00 44,766,666.00
25,666,594,129.94 31,374,097,336.58 27,480,458,239.54
59,624,158,296.92 65,204,147,667.42 65,403,983,471.17
19,081,525,331.98 20,455,847,718.05 21,106,261,899.97
2,072,870,700.62 2,004,894,208.86 1,975,295,591.57
226,298.35 292,638.53 —
5,031,188,227.02 5,907,035,743.61 6,521,322,024.82
26,185,810,557.97 28,368,070,309.05 29,602,879,516.36
6,140,653,728.92 7,137,055,208.99 8,317,562,383.10
32,326,464,286.89 35,505,125,518.04 37,920,441,899.46
103,324,425,370.63 100,709,273,185.46 91,950,622,583.81
As at 31 December
2022 2023 2024
(RMB) (RMB) (RMB)
9,145,383,474.00 9,967,933,742.0 11,271,899,552.6
8 5
9,967,933,742.0 11,271,899,552.6
9,145,383,474.00 8 5
9,592,899.106.0 10,811,458,933.2
8,797,570,855.41 6 1
8,351,388,996.64 9,109,272,045.3 10,358,410,700.5
1 5

197,084,612.13




Selling eXpenses ........cocoevereeerveeenens
General and administrative expenses
Financial expenses..........coccccvveerenene
Including: Interest expenses ..............
Interest income ..................
Other income .........cccccoeuenee
Investment income
Including: Income from investments
in associates and joint ventures .........
Gains from changes in fair value.......
Credit impairment loss................
Gains from disposal of assets ....

Operating profits ........coceccvverernennenes

Non-operating income ............coccne.
Non-operating eXpenses .........c..c......

Total profits

Income tax eXpenses.......c..ceceverueeueene
Net profits

Classified by business continuity:

Net profit from ongoing
operations............

Net profit from discontinued
operations......

Classify by ownership:

Minority Interest in income................
Net profits attributable to owners of
the parent company ..........c..ccceceenene.
Net amount after tax of other
comprehensive income ........c.ceeeeuee.

Net amount after tax of other
comprehensive income attributable to
owners of the parent company ..........
-Other comprehensive income
that cannot be reclassified
into profit or

-Changes in fair value of
other equity instrument
investments...

- Other comprehensive income
reclassified into profit or

Net amount after tax of other
comprehensive income
attributable to minority
shareholders.........c..cccoeeveeneuennee

Total comprehensive income ..........

Total comprehensive income
attributable to owners of the
parent Company ..........c.ececeeeeee.

Total comprehensive income
attributable to minority
shareholders.........c..cccoeeveeneucnnee

As at 31 December

2022 2023 2024
(RMB) (RMB) (RMB)
41,986,746.07 14,291,000.34 16,252,157.62

140,201,513.29
121,036,038.43
288,857,459.85
183,627,951.13
409,131,948.37
198,705,725.79

174,421,272.69

132,531,082.84

81,950,380.18
218,811,398.10
151,898,427.42
448,941,587.06
206,974,107.76

184,527,488.13

155,950,128.99

83,761,333.92
188,088,053.76
113,310,999.19
293,238,579.44
216,849,662.87

174,979,843.19

106,242,461.03 203,348,736.35 8,824,740.65
(63,022,614.23) (3,863,340.05) (22,096,868.09)
45,252,955.00 (101,694.54) 5,616,725.78
1,044,123,094.55 1,230,334,032.6 962,873,460.09
0
1,410,316.38 147,960,946 1,962,190.52
37,928,081.51 69,726,818.12 83,673,060.51
1,007,605,329.42 1,162,086,823.9 881,162,590.10
4
156,626,695.44 146,246,907.52 141,863,571.93
850,978,633.98 1,015,839,916.4 739,299,018.17
2
1,015,839,916.4
850,978,633.98 2 739,299,018.17
1,015,839,916.4
850,978,633.98 2 739,299,018.17

850,978,633.98
141,254,680.54

1,015,839,916.4
2
139,992,399.83

739,299,018.17
125,012,736.96

709,723,953.44 875,847,516.59 614,286,281.21
(85,124,343.35) (53,991,865.16) 48,396,114.38
(86,027,356.36) (67,976,491.76) (29,598,617.29)
- 29,370,914.69 7,999,114.91

- 29,370,914.69 7,999,114.91
(86,027,356.36) (97,347,406.45) (37,597,732.20)
(86,027,356.36) (97,347,406.45) (37,597,732.20)
903,013.01 13,984,626.60 (18,797,497.09)
765,854,290.63 961,848,051.26 690,902,903.79

623,696,597.08

142,157,693.55

12

807,871,024.83

153,977,026.43

584,687,663.92

106,215,239.87




SUMMARY CASH FLOW STATEMENT DATA

Net cash flows from operating activities.........
Net cash flows from investing activities..........
Net cash provided by financing activities .......
Effect of foreign exchange rate changes on
cash and cash equivalents.............c......
Net increase in cash and cash
equivalents
Beginning balance of cash and cash
QUIVALENLS. ....cveeieviieiniciecerceeccene
Ending balance of cash and cash
equivalents

As at 31 December

2022

2023

2024

(RMB)
(2,071,106,831.40)
(561,991,610.71)
1,483,175,960.34
1,020,331.64
(1,148,902,150.13)
2,616,081,977.27

1,467,179,827.14

13

(RMB)
1,998,634,784.76
(3,629,670,249.82)
(2,282,556,214.87)
(6,319,150.56)
645,201,599.25
1,467,179,827.14

2,112,381,426.39

(RMB)
2,990,988,791.37
(1,078,878,826.29)
(988,286,096.91)
(5,886,948.34)
917,936,919.83
2,112,381,426.39

3,030,318,346.22




RISK FACTORS

An investment in the Bonds is subject to a number of risks. Prior to making any investment decision, investors should
carefully consider all of the information contained in this Offering Circular, and in particular, the risks and
uncertainties described below. The business, financial condition, results of operations or prospects of the Issuer, the
Guarantor and the Group could be materially and adversely affected by any of these risks. The Issuer and the
Guarantor believe that the following factors may affect the Issuer’s and the Guarantor's ability to fulfil their
obligations under the Bonds or the Guarantee, as the case may be. Additional considerations and uncertainties not
presently known to the Issuer or the Guarantor or which they currently deem immaterial may also have an adverse
effect on an investment in the Bonds. All of these factors are contingencies which may or may not occur and the Issuer
and the Guarantor are not in a position to express a view on the likelihood of any such contingency occurring. This
Offering Circular also contains forward-looking statements that involve risks and uncertainties. The actual results of
the Issuer, the Guarantor or the Group could differ materially from those anticipated in these forward-looking

statements as a result of certain factors, including the risks described below and elsewhere in this Offering Circular.

Factors which the Issuer and the Guarantor believe may be material for the purpose of assessing the market risks
associated with the Bonds and the Guarantee are also described below. The Issuer and the Guarantor believe that the
factors described below represent the principal risks inherent in investing in the Bonds, but the inability of the Issuer
and the Guarantor to repay principal, interest or other amounts or fulfil other obligations on or in connection with
the Bonds may occur for other reasons and the Issuer and the Guarantor do not represent that the statements below
regarding the risks of investment in the Bonds are exhaustive. Prospective investors should also read the detailed
information set out elsewhere in this Offering Circular and reach their own views prior to making any investment

decision.

RISKS RELATING TO THE GROUP AND ITS BUSINESS

The Group’s business, financial condition, results of operations and prospects are heavily dependent on the level

of economic development in Yancheng City.

The Group operates its business primarily in Yancheng City, Jiangsu Province, primarily engaging in infrastructure
construction, property sales, engineering and construction, commodity trading, property leasing and other businesses,
such as gas and power supply and sewage treatment, etc., with a diversified business structure. Therefore, its business,
financial condition, results of operations and prospects have been and will continue to be heavily dependent on the

level of economic development of Yancheng City and the PRC.

Economic conditions in the PRC generally and in Yancheng City in particular are key factors affecting the
development of Yancheng City. China’s economy has experienced rapid growth in the past 40 years, however, in
recent years there has been a slowdown in the growth rate since the second half of 2013. According to the National
Statistics Bureau of the PRC, the annual growth rate of the PRC’s gross domestic product (the “GDP”’) slowed down
from 7.8 per cent. in 2013 to 5.0 per cent. in 2024. During the same period, the annual growth rate of GDP in Yancheng
City slowed down from 10.0 per cent. to 5.5 per cent. There is no assurance that the level of economic development
in Yancheng City will continue to grow at the rates seen in recent years. Any continuing slowdown in the economic
development in Yancheng City may affect its development plans, which may decrease the demand for the Group’s

business and adversely affect the Group’s business, financial condition, results of operations and prospects.

14



The Group’s business and prospects depend to a large extent upon the policies and public spending of the Dafeng

District Government on infrastructure construction within Yancheng City, particularly within Dafeng District.

The Issuer and the Guarantor are wholly owned by the Dafeng District Government. The Group is primarily tasked to
implement the plans of the Dafeng District Government and other government authorities to undertake infrastructure
construction projects within Dafeng District of Yancheng City, and its business and prospects have been, and may
continue to be, heavily affected by the policies as well as budget and spending of the Dafeng District Government on

infrastructure construction within Dafeng District.

There are many factors affecting the amount, timing and priority of the Dafeng District Government’s budget and
spending on infrastructure construction, such as national and regional policies affecting the development of different
industries and fiscal and monetary policies. Government budget and spending are also affected by government
income and the general economic conditions in the PRC and Dafeng District of Yancheng City. Any slowdown in the
economic growth in the PRC and Yancheng Citymay adversely affect the financial condition and fiscal income of the
Dafeng District Government, which may in turn cause the Dafeng District Government to reduce its spending and
budget on infrastructure construction. If the public spending and budget of the Dafeng District Government on
infrastructure construction decreases, the Group’s business, financial condition, results of operations and prospects

may be materially and adversely affected.

PRC regulations on the administration of the financing platforms and local government debt will have a material

impact on the Group’s financing and business models.

The PRC Government has in recent years issued multiple regulations intended to restrict the ability of local
governments to use state-owned enterprises to incur debt that should be directly incurred by government bodies. These
regulations include the Opinion of the State Council on Enhancing the Administration of Fiscal Debts of Local
Governments (Guo Fa [2014] No. 43) ([ %5 B [5# 52 0 5 Hb 77 O M A5 5% 5 310 & R (B 952014143 5%))
(“Circular 43”) released on 21 September 2014, the Circular on Further Regulating the Debt Financing Activities of
Local Governments (Cai Yu [2017] No. 50) ([ i 1 — 25 55 8 b 77 AU 5248 il 347 2% (138 SN (U 7H[2017150 5%))
(“Circular 50”) jointly issued by the MOF, the NDRC, the Ministry of Justice of the PRC, the PBOC, the China
Banking Regulatory Commission (subsequently reorganised into the China Banking and Insurance Regulatory
Commission) and the China Securities Regulatory Commission on 26 April 2017, the Circular on Firmly Curbing
Local Governments’ Illegal Financing Activities in the Name of Government Procurement of Services (Cai Yu [2017]
No. 87) (B~ EX i) b 3 5 CABURS Hi B AR S 44 208 V8 F Al ()38 0 (B TH[201 7187 5%)) (“Circular 877) issued
by the MOF on 28 May 2017, the Notice on the Investment and Financing Activities Conducted by Financial
Institutions for Local Governments and State-owned Enterprises (Cai Jin [2018] No. 23) ([ i~ 5 #1 4 @il 4> 35 ¥ i
J7 BUR R A A 3E & AT 2 B B RE 38 A1 4 [2018]23 %)) (“Circular 23”) issued by the MOF on 28
March 2018, the Circular of the National Development and Reform Commission and the Ministry of Finance on the
Improvement of Market Regulatory Regime and Strict Prevention of Risks Relating to Foreign Debt and Local
Government Indebtedness (Fa Gai Wai Zi [2018] No. 706) ([ 52 9% f ol = 23 WABGHS B A 56 38 1 35 49 AR i) B
1577 81 7135 JERL I Rt %5 e P 308 26 (5 2 71 [201 81706 55%)) (“Ciireular 706”) jointly issued by the NDRC and
the MOF on 11 May 2018, the Guiding Opinion on Strengthening the Asset and Liability Constraints of State-Owned
Enterprises (3L i o e, BIF B A E (B TA ISR EIA 438 & & AEAT R KT EZ ) ) (the “Joint
Opinion”) jointly issued by the General Office of the Central Committee of the Communist Party of China and the
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State Council on 13 September 2018, the Circular on Filing Requirements with respect to Application for Foreign
Debt Issuance by Local State-owned Enterprises (Fa Gai Ban Wai Zi [2019] No. 666) (B3¢ 5% Ji 25055 2 J /3 J58 B 77
S 7 B A SE ST AME FaE 5 S 5 R0 I LR ) N (S5 O A1 [2019]666 5%)) issued by the General Office
of NDRC on 6 June 2019 (“Circular 666”) and the Guidelines for Banking and Insurance Institutions to Further
Prevent and Defuse the Risks of Implicit Local Government Debt (Yin Bao Jian Fa [2021] No.15) ($R1T PR B it
— AU I T ERORT R S R P17 8 A A AR P48 5 L (SR OR B 9£(2021]15 %)) issued by the China Banking
and Insurance Regulatory Commission (“Circular 15”) (together with Circular 43, Circular 50, Circular 87, Circular
23, Circular 706, the Joint Opinion and Circular 666, the “Debt Control Circulars”).

Circular 50 reaffirmed the Circular 43 policy that local governments are not permitted to use any means other than
local government bonds for debt financing and are prohibited from requesting or ordering enterprises to issue debt on
behalf of local governments. Circular 87 required that local governments and their departments shall not take
advantage of, or fabricate contracts for, government procurement of services in such a manner that conceals an
underlying objective of raising funds for construction projects. Circular 23 and Circular 706 established policies for
foreign debt issuance, including the prohibition against public assets being included as enterprise assets and
restrictions on making disclosure in offering circulars that imply government endorsement on the relevant debt or any
association of the enterprise issuer with the government’s credit. The Joint Opinion, consistent with Circular 43 and
Circular 50, bans local governments from engaging in “disguised” borrowing by using state-owned enterprises to issue

corporate debt on their behalf.

In July 2021, the China Banking and Insurance Regulatory Commission issued the Circular 15, which provides that
the banks and insurance institutions shall not increase any new local government implicit debt in any form. Circular
15 also provides that, the financing provided by banks and insurance institutions shall meet the following
requirements: (i) It is not allowed to provide financing which actually will be repaid by government fiscal funds, or
guaranteed by the government; (ii) the banks and insurance institutions shall not require or accept guarantee documents
issued by local government or their departments; (iii) the banks and insurance institutions shall not require or accept
any guarantee using the state-owned assets of local government, public institution or social organisation as guaranty;
(iv) the banks and insurance institutions shall not require or accept any guarantee with government reserve land or
expected land sale income as guaranty; (v) in PPP projects or government investment fund projects, the banks and
insurance institutions shall not stipulate or require local government to repurchase the investment principal, bear the
loss of the investment principal or guarantee the minimum return; (vi) financing services provided by banks and
insurance institutions shall not be included in government purchase services; (vii) existing local government financing
shall be rectified in accordance with relevant regulations; and (viii) it is not allowed to increase any implicit local

government debt in any form.

The Group believes that the PRC government will continue to implement the Debt Control Circulars to control local
government debts. Accordingly, the Group should rely on the cash flow generated from its operations and external
borrowings for financing its operating activities and to satisfy its cash needs for servicing its outstanding indebtedness.
Pursuant to the terms of the Bonds and as required by the Debt Control Circulars, neither the Dafeng District
Government nor any other PRC governmental entity has any obligation to repay any amount under the Bonds and will
not provide a guarantee of any kind for the Bonds. The Bonds are solely to be repaid by the Issuer (and if the Guarantee
was called, the Guarantor), and the respective obligations of the Issuer and the Guarantor under the Bonds or the Trust
Deed shall solely be fulfilled by the Issuer and the Guarantor as independent legal persons. The liability of the Dafeng

District Government is limited to their equity contribution in the Issuer and the Guarantor. If the Issuer and the
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Guarantor do not fulfil their obligations under the Bonds, the Trust Deed and the Deed of Guarantee (each as defined
in the Terms and Conditions of the Bonds), the Bondholders will only have recourse against the Issuer and/or the
Guarantor, and not the Dafeng District Government or any other PRC governmental entity. In addition, any ownership
or control by the PRC government (including the Dafeng District Government) of the Issuer and the Guarantor does

not necessarily correlate to, or provide any assurance as to, the Group’s financial condition.

The PRC government may continue to release new policies or amend existing regulations to control the increase in
local governmental debts in China. There is no assurance that the Group’s financing and business model and also its
indebtedness will not be materially affected by future changes in the regulatory regime concerning the financing

platforms of local governments in response to such regulations.

A reduction or discontinuance of government support could materially and adversely affect the Group’s business,

financial condition, results of operations and prospects.

As a state-owned enterprise wholly owned by the Dafeng District Government, the Group regularly receives financial
support and certain preferential treatments from the Dafeng District Government or other government authorities.
These supports come in various forms, such as favourable policies, government subsidies and capital injection. For
the years ended 31 December 2022, 2023 and 2024, the Group received governmental fiscal subsidies related to the
daily activities of enterprises in the amounts of RMB409.13 million, RMB448.94 million and RMB293.24 million.

However, there is no assurance that the Dafeng District Government and other government authorities will continue
to provide such support to the Group or that the existing or other types of government support will not be adjusted or
terminated due to any change in government policies or otherwise. If any favourable incentive or government support
which is currently available to the Group is reduced or discontinued in the future, the Group’s business, financial

condition, results of operations and prospects would be materially and adversely affected.

The shareholder may exert significant influence on the Group, and could cause the Group to make decisions or
modify the scope of its operations, or impose new obligations on the Group, which may not be in the Group’s best

interests or may not maximise the Group’s profits.

The Issuer and the Guarantor are wholly owned by the Dafeng District Government. As the Guarantor’s sole
shareholder, Dafeng District Government, participates in and closely monitors the Group’s decision-making process
for key issues, reviews the Group’s development strategy and investment plans and appoints, and conducts annual
appraisals on, the directors and supervisors of the Group. Because of the involvement of the shareholder in the
affairs of the Group, the Group may not be able to make decisions, take actions or invest or operate its

businesses in manners that are always in its best interests or that aim to maximise its profits.

In addition, the Group ’s sole shareholder may also exert significant influence on the Group’s major business
decisions and strategies, including the scope of their operations, investment decisions and dividend policies.
There is no assurance that the Group’s sole shareholder would always make decisions in the Group’s best
interests or with the aim of maximising the Group’s profits. For example, the Group’s sole shareholder may
influence the Group’s business and strategies but not necessarily in the Group’s best interests. The Guarantor’s
sole shareholder could also change its policies, plans, preferences, views, expectations, projections,

forecasts and opinions, as a result of changes in the PRC’s economic, political and social environment and its
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projections of population and employment growth. Any such change may have a material adverse effect on
the Group’s business, financial conditions, results of operations and prospects.

The Group’s operating revenue and results of operations may fluctuate significantly from period to period.

The Group’s operating revenue and results of operations have fluctuated and may continue to fluctuate from period to
period as a result of a number of factors, such as general economic conditions, local market conditions and demands,
government policies, incentive measures in business areas where the Group operates, the adjustment of the Group’s
primary business activities, the Group’s ability to develop and complete infrastructure construction projects on time,

as well as its accounting policies for revenue recognition.

As aresult, the Group’s operating income and results of operations may fluctuate significantly from period to period.
The Group’s operating revenue and results of operations for any period may not be directly comparable with other

periods and therefore may not be a useful indicator of its performance in the future.

Failure to obtain sufficient capital on acceptable terms or in a timely manner may adversely affect the Group’s

business and growth prospects.

The Group’s business requires and will continue to require substantial capital expenditure. The Group has historically
satisfied its capital requirements with cash flows generated from its operating activities, bank loans and other

borrowings and equity contributions from its shareholder.

The ability of the Group to generate sufficient operating cash flow is affected by a number of factors, such as the
Group’s ability to manage and implement its business activities, changes in general market conditions, the regulatory
environment, governmental policies and the competition in certain sectors in which the Group operates. Any material
adverse change in these factors may cause the Group to experience a capital shortfall. There is no assurance that the

Group’s operations are or will be able to generate sufficient cash to satisfy its cash need at all times.

Insufficient cash flow generated from the Group’s operating activities will increase the Group’s reliance on external
financing. The Group’s ability to access and raise sufficient capital through different sources depends upon a number
of factors, such as the PRC’s economic condition, relationships with key commercial banks, prevailing conditions in
capital markets, regulatory requirements and the Group’s financial condition. Some of these factors are beyond the
Group’s control and there is no assurance that the Group will be able to procure sufficient funds in a timely manner
or to obtain external financing on commercially acceptable terms, or at all. In these cases, the Group may not be able
to fund the capital expenditure necessary to implement its business plans and strategies, which may in turn have a

material and adverse impact on its business, financial condition, results of operations and prospects.

Significant indebtedness may restrict the Group’s business activities and increase the Group’s exposure to various

operational risks.

The Group generally relies on bank loans, proceeds from bond issuances, factoring financing and trust financing to
satisfy a portion of its capital requirements. Increasing cost of financing, including calls on outstanding guarantees for
loans, may impose heavier financial burden on the Issuer, which may adversely affect the Group’s business, financial

condition, results of operations and prospects.
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Substantial indebtedness could impact on the Group’s businesses in a number of ways, including:

* requiring the Group to dedicate part of its operating cash flow to service its indebtedness before it receives

government funding;
* increasing the Group’s finance costs, thus affecting the overall profits of the Group;

* limiting the Group’s flexibility in planning for or responding to changes in the Group’s businesses and the

industries in which it operates;

* limiting, together with the financial and other restrictive covenants of the Group’s indebtedness, among other

things, the Group’s ability to borrow additional funds; and
* increasing the Group’s vulnerability to adverse general economic and industry conditions.

As the Group’s business scale continues to grow, its capital requirement and its reliance on external financing may
continue to increase. The Group’s financial performance and operating results may be materially and adversely
affected if its cash flows and capital resources are insufficient to fund its debt service obligations. Failure to service the
Issuer’s debt could result in the imposition of penalties, including increases in rates of interest, or the costs that the

Issuer pays on its legal actions against the Group by its creditors, or bankruptcy.

Restrictive covenants contained in credit facilities may limit the Group’s ability to incur additional indebtedness and
restrict its future operations, and failure to comply with these restrictive covenants may adversely affect its liquidity,

financial condition and results of operations.

Certain financing contracts entered into by members of the Group contain operational and financial restrictions on the
Group or, as the case may be, the relevant subsidiary’s business that prohibit the borrower from incurring additional
indebtedness unless it is able to satisfy certain financial ratios, restrict the borrower from creating security or granting
guarantees or prohibit the borrower from changing its business and corporate structure, without the lender’s prior
consent. The ability of the relevant members of the Group (as borrower) to meet such financial restrictions may be
affected by events beyond its control. Such restrictions may also negatively affect the Group’s ability to respond to
changes in market conditions, take advantage of business opportunities the Group believes to be desirable, obtain future
financing, fund capital expenditures, or withstand a continuing or future downturn in its business. Any of these factors

could materially and adversely affect the Group’s ability to satisfy its obligations under the Bonds and other debt.

If the relevant members of the Group are unable to comply with the restrictions (including restrictions on future
investments) and covenants in its current or future debt obligations and other agreements, a default under the terms of
such agreements may occur. In the event of a default under such agreements, the holders of the debt could terminate
their commitments to the relevant members of the Group, accelerate the debt and declare all amounts borrowed due
and payable or terminate the agreements, as the case may be. Some of the financing contracts entered into by the relevant
members of the Group may contain cross-acceleration or cross-default provisions. As a result, a default by the relevant
members of the Group under any of such agreements may cause the acceleration of repayment of not only such debt
but also other debt, including the Bonds, or result in a default under other debt agreements. If any of these events
occurs, there can be no assurance that the relevant members of the Group will be able to obtain the lenders’ waiver in

a timely manner or that the assets and cash flow of the relevant members of the Group would be sufficient to repay in
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full all of their respective debts as they become due, or that the relevant members of the Group would be able to find
alternative financing. Even if the relevant members of the Group could obtain alternative financing, there can be no

assurance that it would be on terms that are favourable or acceptable to the relevant members of the Group.

The Group’s borrowings may be secured. Third-party security rights may limit the Group’s use of the underlying
collateral assets and adversely affect its operational efficiency. If the relevant members of the Group are unable to
service and repay their debts under such loan facilities on a timely basis, the assets provided as security for such bank
loans may be subject to foreclosure, which may adversely affect the Group’s business, prospects and financial condition.
Any of these factors could materially and adversely affect the Issuer’s and the Guarantor’s ability to satisfy their
respective obligations under the Bonds and other debt. See also “- Significant indebtedness may restrict the Group’s

business activities and increase the Group's exposure to various operational risks.”

If the Group is unable to comply with the restrictive covenants in its current or future debt, a default under such debt may
occur. In such event, the creditors may terminate their credit extended to the Group, accelerate the outstanding debt and
declare all amounts borrowed due and payable or terminate the agreements, as the case may be. Some of the financing
contracts entered into by the Group may contain cross-acceleration or cross-default provisions. As a result, a default by
the Group under any other debts may cause the acceleration of not only the defaulted debt but also those debt containing
cross-acceleration or cross-default provisions, including the Bonds, or result in a default under these debts. If any of these
events occurs, there is no assurance that the Group will be able to obtain the lenders’ waiver in a timely manner or at all,
or that the assets and cash flow of the Group would be sufficient to repay all of their respective debts in full as they
become due or accelerated, or that the Group would be able to secure alternative financing on terms that are acceptable

to the Group, or at all.

The Group has historically experienced negative net operating cash flows.

Historically, the Group’s negative net operating cash flow has been primarily attributable to delayed collection of
project payments and substantial upfront expenditures during the project construction phase. For future development
projects that may be launched, project payments may continue to be delayed, possibly settled in installments, and
subject to delays due to various factors beyond the Group’s control. As the Group continues to expand its infrastructure
construction business, significant capital expenditures are expected to remain necessary. Under these circumstances,
the Group may continue to rely on external financing to meet its working capital and capital expenditure requirements,

which could increase its financial vulnerability and adversely affect its financial condition and operating performance.

The Group is exposed to risks in relation to the inventory it maintains.

The Group’s inventory level is affected by a number of factors, such as its customers’ commitment, ability and priority
to pay the Group and the Group’s ability to execute the development of its projects according to its business plans. These
factors may in turn be affected by the controlling measures of the PRC Government on urban development and real

property investment and the government’s macroeconomic and monetary policies.

The Group’s businesses require a large amount of working capital prior to the completion of the relevant projects. The
Group’s inventories mainly comprise infrastructure construction, property development and engineering and
construction. Such items booked as inventories on the Group’s consolidated balance sheet are illiquid assets and may

not be sold for cash in an efficient manner. This may limit the Group’s ability to respond to changing economic,

20



financial and investment conditions. There is no assurance that it will be able to sell any of these infrastructure projects

to other third parties for price or on the terms satisfactory to them.

Any failure to effectively manage the Group’s inventory level will have a material impact on the Group’s cash flow
and adversely affect its ability to carry on ordinary business activities and to serve its outstanding indebtedness, such
as the Bonds, which in turn could materially and adversely affect the Group’s business, financial condition, results of

operations or prospects.

The Group’s business operations may be negatively affected due to the guarantees it provides to third parties.
p p y 8! y

The Group may provide guarantees to third parties. If any of the companies benefiting from guarantees provided by
the Group defaults on its borrowings guaranteed by the Group, the lender may exercise its right under the guarantee
to demand repayment from the Group. As a result, the Group’s business, financial condition and results of operations

may be materially and adversely affected.

The Group faces risks associated with contracting with public bodies.

As a state-owned enterprise wholly-owned by the Dafeng District Government primarily undertaking infrastructure
construction within Dafeng District of Yancheng City, the Group collaborates with various governmental authorities
and their controlled entities in Yancheng City. As such, the Group is exposed to certain inherent risks relating to

dealing with public bodies.

Although that the Group currently maintains working relationships with those governmental authorities and entities
relevant to its business, there is no assurance that these working relationships will be sustained in the future. Local
governments and their controlled entities may have economic or business interests or considerations that are
inconsistent with the Group’s, take actions contrary to the Group’s requests, strategies or objectives, be unable or
unwilling to fulfil their obligations, encounter financial difficulties, or have disputes with the Group as to contractual

or other matters.

Any failure by the governmental authorities or their controlled entities to fulfil their contractual obligations or any
adverse change to the policies of governmental authorities may require the Group to change its business plans and
materially affect its business and operating results. If there is any material disagreement between the Group and the
governmental authorities or any of their controlled entities, there is no assurance that the Group will successfully
resolve them in a timely manner, or at all. Any dispute or legal proceeding with or against the governmental authorities
or their controlled entities may last for a long period of time and cost considerable financial and managerial resources.
Any of these may severely damage the business relationships between the Group and the governmental authorities and
their controlled entities affected, and in turn materially and adversely affect the Group’s business, financial condition,

results of operations and prospects.
The Group’s business operations are subject to extensive regulation at various levels of government, and any

failure to comply with applicable laws, rules and regulations, including obtaining any necessary qualifications,

permits or approvals for its operations, may adversely affect the Group.
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Certain business activities of the Group, such as infrastructure construction and property sales, are extensively
regulated in the PRC. The operation of these business activities requires a number of approvals, licences and permits
from different governmental authorities. It takes time to obtain all of these approvals and certificates. Governmental
authorities in China have broad discretion in implementing and enforcing applicable laws and regulations and in
granting approvals, licences, permits and certificates necessary for the Group to conduct its business. Failure to obtain
the necessary approvals, licences or permits in a timely manner could result in delay or suspension of business
operations, and a failure to obtain the necessary approvals, licences or permits may subject the relevant entities to

regulatory or administrative penalties.

Governmental authorities may also adjust existing regulations or promulgate new regulations from time to time. The
Group may encounter problems in obtaining or renewing the permits, licences, certificates and government
authorisations necessary to conduct its business and may be unable to comply with new laws, regulations or policies.
In addition, to ensure the restrictions and conditions of relevant business permits, licences and certificates are fulfilled,
governmental authorities normally conduct regular or special inspections, investigations and inquiries. If any significant
non-compliance is found by the governmental authorities, the Group’s permits, licences and certificates may be
suspended or revoked, and it may receive fines or other forms of penalties, which could have a material adverse effect

on the Group’s business, financial condition, results of operations and prospects.
The Group’s results of operations may be susceptible to material fluctuations of interest rates.

The Group has substantial indebtedness outstanding. As at 31 December 2024, the Group’s total indebtedness
(comprising short-term borrowings, non-current liabilities maturing within one year, other current liabilities, long-
term borrowings and long-term payables) was RMB43,506.93 million. The PRC government has historically adjusted
interest rates from time to time as implementation of the PRC government’s economic and monetary policies. Starting
August 2019, the National Interbank Funding Center (4= $R47 ] [ 245 .02 is authorised by PBOC to publish
loan prime rates (the “LPR”) on a monthly basis based on the prime rate offered by a panel of commercial banks, and
Chinese banks are required to use the LPR as the reference rate for the pricing of its loans extended. Any material
fluctuation in the LPR may have a material impact on the Group’s interest expenses under its bank loans and debt
securities issued and in turn affect its results of operations. Although the Group’s business and financial condition
may benefit from the currently low prevailing interest rates in the market, there is no assurance that this low-interest

environment will continue.
The corporate ratings of the Issuer and Guarantor may be lowered or withdrawn in the future.

The Issuer has been assigned a “BBB” rating by Lianhe Ratings with a stable outlook. The Guarantor has been
assigned a “AAA” rating by Fareast Credit, with a stable outlook. However, a rating may not remain for any given
period of time and could be lowered or withdrawn entirely by the rating agency. A rating is not a recommendation to
buy, sell or hold securities and may be subject to revision, suspension or withdrawal at any time. The Issuer or the
Guarantor has no obligation to inform holders of the Bonds of any such revision, suspension or withdrawal. A
reduction, suspension or withdrawal at any time of the corporate ratings may adversely affect the market price of the
Bonds.
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The Group may not successfully expand its businesses and implement its growth strategy.

The Group may from time to time expand its businesses to new industries and markets in which it has limited operating
experience. Such expansion may require the Group to devote substantial resources to become familiar with, and
monitor changes in, different operating environments so that it can succeed in its business. The Group’s ability to
successfully develop its new businesses and implement this strategy depends on its ability to identify attractive
projects, obtain required approvals from relevant regulatory authorities, obtain sufficient capital on acceptable terms
in a timely manner and maintain working relationships with various governmental authorities and agencies. The
success of negotiations with respect to any particular project cannot be assured. There can be no assurance that the
Group will be able to successfully expand its businesses, implement its growth strategy, manage or integrate newly-
acquired operations with the Group’s existing operations. Failure to develop new businesses or implement the Group’s

growth strategy could have a material adverse impact on its business, financial condition and results of operations.

The Group may be adversely affected by the performance of third-party contractors.

The Group engages third-party contractors for its businesses, for example, infrastructure construction. There is no
assurance that the services rendered by any of these independent contractors or subcontractors will always be
satisfactory or meet the Group’s quality and safety standards. If the performance of any independent contractor is not
satisfactory, the Group may need to replace such contractor or take other actions to remedy the situation, which could
adversely affect the cost and construction progress of its projects. Further, the completion of its projects may be
delayed, and the Group may incur additional costs in some cases due to a contractor’s financial or other difficulties.
In addition, the Group may be requested on short notice to undertake additional development projects, and there may
be a shortage of contractors that meet the Group’s quality requirements. Contractors may undertake projects for other
companies and developers, engage in risky or unsound practices or encounter financial or other difficulties, which may
affect their ability to complete their work for the Group on time or within budget. Any of these factors could have a

material adverse effect on the Group’s business, financial condition and results of operations.

The Group is dependent on its infrastructure construction business and may not be able to maintain sustainable

growth.

The Group is dependent on its infrastructure construction business. For further details on the Group’s infrastructure
construction business, see “Description of the Group — Description of the Group’s Business —Infrastructure
Construction”. There is no assurance that the demand for infrastructure construction will remain strong in the long
run. In such case, the Group may experience a significant decrease in its infrastructure construction business if the
demand for infrastructure construction weakens, which could have a material and adverse effect on the Group’s

business, financial condition and results of operations.

Substantiality of the Group’s infrastructure construction projects are based in a single geographical region.
p proj

Substantiality of the Group’s current and anticipated infrastructure construction projects are located within the area of
Yancheng City. Any material region-wide adverse events may negatively impact the demand for infrastructure
construction projects in Yancheng City, which would in turn affect income and profitability of the Group. Such adverse
events include, but not limited to, changes in economic conditions and the regulatory environment, changes in the

government’s development plans and policies in Yancheng City, slowdown in the infrastructure construction sector,
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decrease in investor confidence within the region, significant natural disasters and man-made incidents. Due to the
limited geographical coverage of its operations, the Group may not be able to effectively manage any potential losses
arising from these adverse events, which may materially and adversely affect the Group’s business, financial condition

and results of operations.

The Group operates its businesses through a number of subsidiaries, and this business structure exposes the Group

to challenges not faced by companies with a single or small number of businesses.

The Group has a number of subsidiaries operating in different industries. Through these subsidiaries, the Group
primarily engages in infrastructure construction, property sales, engineering and construction, commodity trading,
property leasing and other businesses, such as gas and power supply and sewage treatment, etc., within Yancheng
City. As such, the Group is exposed to risks associated with conducting multiple businesses and operating through a

large number of subsidiaries.

For example, the Group is exposed to business, market and regulatory risks relating to different industries and markets,
and may from time to time expand its businesses to new industries and markets in which it has limited operating
experience. It needs to devote substantial resources to become familiar with, and monitor changes in, different
operating environments so that it can succeed in its businesses. Furthermore, given the Group’s reliance on its

subsidiaries, it is critical to ensure that the Guarantor’s subsidiaries have sufficient working capital for their operations.

In addition, certain subsidiaries of the Group are still in the early stage of operation and their profitability has not yet
emerged. Though the Group has taken necessary measures to improve its subsidiaries’ operating performance, there
is no assurance that these measures will be effective. If the mentioned condition is not improved in the future, the
Group’s business, operations and financial performance would be adversely affected. Furthermore, as the Group
continues to grow its businesses and expand into various industries, the Group’s operations may become more

complex, which would increase the difficulty of implementing its management system.

The Guarantor provides direct funding, guarantees and other support to certain of its subsidiaries. If the Guarantor’s
subsidiary defaults on any borrowings lent or guaranteed by the Guarantor, the Guarantor will not receive the
repayment as planned or the relevant lender may exercise its right under the guarantee to demand repayment from the
Guarantor. The occurrence of either of these events may result in a funding shortage at the Guarantor level and may
materially and adversely affect the Guarantor’s ability to provide financial support to its other subsidiaries. If the
Guarantor’s financial or non-financial support ceases or diminishes for any reason, the operations of the relevant
subsidiaries may be materially and adversely affected, which in turn may have a material and adverse impact on the

Group’s business, financial condition and results of operations.

Any failure to maintain an effective quality control system could have an adverse effect on the Group’s business and

operations.

The Group relies heavily on its quality control systems to ensure the safety and quality of its projects and products.
Therefore, it needs to maintain an effective quality control system for the Group’s infrastructure construction and
other operational activities. The effectiveness of the Group’s quality control system depends significantly on a number
of factors, including a timely update of the quality control system to suit the ever-changing business needs, the related

training programmes as well as its ability to ensure that the Group’s and the contractors’ employees adhere to its
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quality control policies and guidelines. There is no assurance that the quality of the projects undertaken by the Group
will always meet the required standard. Any failure or deterioration of the Group’s quality control systems could result
in defects in its projects, which in turn may subject the Group to contractual, product liability and other claims. Any
such claims, regardless of whether they have any merit, could cause the Group to incur significant costs, harm its
business reputation and result in significant disruption to its operations. Furthermore, if any of such claims are
ultimately successful, the Group could be required to pay substantial monetary damages or penalties. Although the
Group believes that its quality control systems have functioned properly, there is no assurance that failures in its
quality control systems will not occur in the future, and any such failure could have an adverse effect on the Group’s

business and operations.

The Group may face delays and cost overruns during the construction and development of its projects, which may

adversely affect its results of operations.

There are a number of construction, financing, operating and other risks associated with the infrastructure construction
projects of the Group. Projects that the Group undertakes typically require substantial capital expenditures during the
construction or development phase and can take a substantial period of time to complete. The time taken and the costs
involved in completing these projects can be adversely affected by many factors, including shortages of materials,
equipment and labour costs, adverse weather conditions, natural disasters, terrorism, labour disputes, disputes with
sub-contractors, accidents, changes in governmental priorities and other unforeseen circumstances, many of which are
out of the Group’s control. Any of these could give rise to delays in the completion of the Group’s projects and may
result in liabilities, reduced efficiency and lower financial returns, which may in turn materially and adversely affect

the Group’s business, financial condition and results of operations.

Fluctuations in the price of main commodities of the Group could adversely affect the Group’s business and

financial performance.

The cost of steel, cement and non-ferrous metals, which constitutes a significant portion of the Group’s payments to
its upstream enterprises or traders contractors, may fluctuate. Any increase in the cost of main sales products may
result in additional costs to the Group and may lead to future increases in commodity trading costs. Main sales products
costs have fluctuated in recent years. Any increase in the cost of any significant main sales products will adversely
impact the Group’s overall commodity trading costs, which may pose an adverse effect on the profitability of the

Group.

The Group is subject to risks related to default payments and breaches by its lessees or other contractual

counterparties.

For the leasing business of the Group, the Group’s success is dependent upon the ability of its lessees to perform their
contractual obligations under the leases. The ability of each lessee to perform its contractual obligations is, in turn,
dependent on its financial condition and cash flow. If a lessee defaults, there can be no assurance that any security
deposits paid under the lease will be adequate to cover the lessee’s unpaid lease obligations, or that the maintenance
reserves collected during the lease term will be sufficient to cover the Group’s maintenance expenses or the costs of

leasing the properties.
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Labour shortages, labour disputes or increases in labour costs of any third-party contractors engaged for the
Group’s projects as well as implementation of PRC employment regulations could materially and adversely affect

the Group’s business, prospects and results of operations.

Many of the Group’s businesses are labour intensive. The Group also relies on third-party contractors to carry out
municipal infrastructure construction projects. Increasing awareness of labour protection as well as increasing
minimum wages is likely to increase the labour costs of PRC enterprises in general, including the Group or the

contractors participating in the Group’s projects.

The PRC Labour Contract Law (43 A [GHL A1 55 84 [F]7%) became effective on 1 January 2008 and was amended
on 28 December 2012. It imposes more stringent requirements on employers in relation to entry into fixed-term
employment contracts and dismissal of employees. Pursuant to the PRC Labour Contract Law, the employer is
required to make compensation payment to a fixed-term contract employee when the term of their employment
contract expires, unless the employee does not agree to renew the contract even though the conditions offered by the
employer for renewal are the same as or better than those stipulated in the current employment contract. In general,
the amount of compensation payment is equal to the monthly wage of the employee multiplied by the number of full
years that the employee has worked for the employer. A minimum wage requirement has also been incorporated into
the PRC Labour Contract Law.

In addition, unless otherwise prohibited by the PRC Labour Contract Law or objected to by the employees themselves,
the employer is also required to enter into non-fixed-term employment contracts with employees who have previously
entered into fixed-term employment contracts for two consecutive terms. In addition, under the Regulations on Paid
Annual Leave for Employees (8 L7 #i SR 4 51), which became effective on 1 January 2008, employees who
have worked continuously for more than one year are entitled to paid annual leave ranging from five to fifteen days,
depending on the length of the employees’ working experience. Employees who consent to waive such vacation at
the request of employers shall be compensated an amount equal to three times their normal daily salaries for each
vacation day being waived. As a result of the PRC Labour Contract Law, the Regulations on Paid Annual Leave for

Employees, the Group’s labour costs (inclusive of those incurred by contractors) may increase.

Further, under the PRC Labour Contract Law, when an employer terminates its PRC employees’ employment, the
employer may be required to compensate them for such amount which is determined based on their length of service
with the employer, and the employer may not be able to efficiently terminate non-fixed-term employment contracts
under the PRC Labour Contract Law without cause. In the event the Group decides to significantly change or decrease
the Group’s workforce, the PRC Labour Contract Law could adversely affect its ability to effect these changes in a

cost-effective manner or in the manner that the Group desires.

As such, labour shortages, labour disputes or increases in labour costs of the Group or third-party contractors could
directly or indirectly prevent or hinder the construction progress, and, if not resolved in a timely manner, could lead
to delays in completing the Group’s projects which could materially and adversely affect the Group’s business, prospects

and results of operations.
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The insurance coverage of the Group may not adequately protect it against all operational risks or any potential

liabilities or losses.

The Group faces various operational risks in connection with its business, including but not limited to:

*  operating limitations imposed by environmental or other regulatory requirements;

*  defective quality of the infrastructure projects it undertakes;

*  work-related personal injuries;

*  on-site production accidents;

*  construction interruptions caused by operational errors, electricity outages, raw material shortages, equipment

failure and other production risks;

» credit risks relating to the performance of customers or other contractual third parties;

»  disruption in the global capital markets and the economy in general;

¢ loss on investments;

¢ environmental or industrial accidents; and

»  catastrophic events such as fires, earthquakes, explosions, floods or other natural disasters.

The Group maintains limited insurance policies, but in the construction projects, the Group usually requires the
contractors to maintain the insurance coverage for the projects, which the Group believes to be consistent with the
relevant law and industry and business practice in the PRC. However, some of the above-mentioned operational risks
may not be covered and even if covered by the insurance policies maintained by the contractors of the Group, claims
under these insurance policies may not be honoured fully or on time, or the insurance coverage may not be sufficient
to cover the costs incurred in the Group’s operations related to the above-mentioned operational risks. There are also
certain types of losses (such as from wars, acts of terrorism or acts of God, business interruption, property risks and
third party (public) liability) that generally are not insured because they are either uninsurable or not economically
insurable. To the extent that the Group or any of its subsidiaries suffers loss or damage that is not covered by insurance
or that exceeds the limit of the insurance coverage, the Group’s results of operations and cash flow may be materially

and adversely affected.

The Group is subject to various environmental, safety and health regulations in the PRC and any failure to comply
with such regulations may result in penalties, fines, governmental sanctions, proceedings or suspension or

revocation of its licenses or permits.

The Group is required to comply with extensive environmental, safety and health regulations in the PRC. Failure to
comply with such regulations may result in fines or suspension or revocation of the Group’s licences or permits to
conduct its business. Given the volume and complexity of these regulations, compliance may be difficult or involve
significant financial and other resources to establish efficient compliance and monitoring systems. There is no

assurance that the Group will be able to comply with all applicable requirements or obtain these approvals and permits

27



on a timely basis, if at all. As at the date of this Offering Circular, the Group has not experienced any significant non-
compliance with applicable safety regulations or requirements. In addition, PRC laws and regulations are constantly
evolving. There is no assurance that the PRC government will not impose additional or stricter laws or regulations,
which may increase compliance costs of the Group. Any failure to comply with the current or future environmental,
safety and health regulations may materially and adversely affect the Group’s business, financial condition and results

of operations.

The Group’s success depends on the continuing service of its management team and qualified employees and any
p 74 14

failure to attract and retain competent personnel may adversely affect the Group’s business.

The success of the Group’s business has been, and will continue to be, heavily dependent upon the continuing service
of the directors and supervisors of the Group and members of its senior management. If the Group loses the services of
any of the Group’s key executives and cannot replace them in a timely manner, the Group’s business may be materially

and adversely affected.

In addition, the Group’s success depends on its ability to attract and retain key personnel who possess in-depth
knowledge and understanding of the industries in which the Group invests or operates. These key personnel include
members of the Group’s senior management, experienced finance professionals, project development and
management personnel, and other operation personnel. Competition for attracting and retaining these individuals is
intensive. Such competition may require the Group to offer higher compensation and other benefits in order to attract
and retain qualified professionals, which could materially and adversely affect the Group’s financial condition and
results of operations. As a result, the Group may be unable to attract or retain these personnel to achieve its business
objectives and the failure to do so could severely disrupt its business and prospects. For example, the Group may not
be able to hire enough qualified personnel to support its new investment projects or business expansion. As the Group
expands its business or hires new employees, such new employees may take time to get accustomed to any new
standard procedures and consequently may not comply with the standard procedures of such new business in an
accurate and timely manner. The occurrence of any of the events discussed above could lead to unexpected losses to

the Group and adversely affect its revenue and financial condition.

The Group may not be able to detect and prevent fraud or other misconduct committed by its employees,

representatives, agents, customers or other third parties.

The Group may be exposed to fraud or other misconduct committed by its employees, representatives, agents,
customers or other third parties that could subject it to financial losses and sanctions imposed by governmental

authorities, which in turn could affect its reputation. Such misconduct could include:

*  hiding unauthorised or unsuccessful activities, resulting in unknown and unmanaged risks or losses;

* intentionally concealing material facts, or failing to perform necessary due diligence procedures designed to
identify potential risks, which are material to the Group in deciding whether to make investments or dispose of

assets;
* improperly using or disclosing confidential information;

* recommending products, services or transactions that are not suitable for the Group’s customers;
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*  misappropriation of funds;
*  conducting transactions that exceed authorised limits;

* engaging in misrepresentation or fraudulent, deceptive or otherwise improper activities when marketing or

selling products;
*  engaging in unauthorised or excessive transactions to the detriment of the Group’s customers;
*  making or accepting briberies;
*  conducting any inside dealing; or

*  otherwise not complying with applicable laws or the Group’s internal policies and procedures.

The Group’s internal control procedures are designed to monitor its operations but may be unable to identify all
incidents of non-compliance or suspicious transactions in a timely manner, if at all. Furthermore, it is not always
possible to detect and prevent fraud and other misconduct, and the precautions the Group takes to prevent and detect
such activities may not be effective. There is no assurance that fraud or other misconduct will not occur in the future.
If such fraud or other misconduct does occur, it may cause negative publicity as a result and have a material adverse

effect on its reputation and business.

The Group may not effectively implement risk management and internal control policies and procedures to manage

its financial risks.

Financial risks are inherent in the Group’s businesses. Although systems and procedures are in place to identify and
report on a timely basis the liquidity, foreign exchange, interest rate and credit risks arising from the activities of its
businesses, there is no assurance that these systems and procedures will prevent any loss that affects the Group’s
financial conditions. In addition, many of'the current systems have a significant manual component. There are additional
risks inherent in any manual risk management system, including human error. The reliability of the systems and the
information generated from them depends on, inter alia, the configuration and design of the systems, the built-in
system control features and the internal control measures surrounding them. Any failure of internal controls could

have a material adverse effect on the Group’s businesses, results of operations and financial conditions.

Historical financial information of the Group may not be indicative of the current or future results of operations of

the Group.

The historical financial information of the Group included in this Offering Circular is not indicative of the future
financial results of the Group. This financial information is not intended to represent or predict the results of operations
of any future periods. The Group’s future results of operations may change materially if the future growth of the Group
does not follow the historical trends for various reasons, including factors beyond its control, such as changes in economic
environment, PRC environmental rules and regulations and the competitive landscape of the industries in which the
Group operates its business. Furthermore, the future results of operations of the Group may also fluctuate or change

materially due to changes in the Group’s business model and/or the accounting treatments applied thereto. In addition,
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there is no assurance that the Group will not record an operating loss in the future, which may have an adverse effect on

the Issuer’s and the Guarantor’s ability to pay its debt, including the Bonds.

Investors should not place any reliance on financial information which is unreviewed or unaudited.

The Issuer and/or the Guarantor may publish annual, semi-annual and/or quarterly consolidated financial information
in the PRC to satisfy its continuing disclosure obligations relating to its debt securities issued in the PRC according to
applicable PRC regulations and rules of the stock exchanges on which the relevant securities are listed if applicable.
The semi-annual and/or quarterly consolidated financial information of the Issuer and/or the Guarantor is derived from
the Issuer and/or the Guarantor’s management accounts and normally is not audited nor reviewed by independent
auditors. Unless specifically included in this Offering Circular, such financial information does not form part of this
Offering Circular, and should not be referred to or relied upon by potential investors to provide the same quality of
information associated with any audited or reviewed financial information. The Issuer and the Guarantor are not
responsible to holders of the Bonds for the financial information from time to time published in the PRC and therefore
investors should not place any reliance on any such financial information. The Issuer’s and the Guarantor’s published
financial information in the PRC may be adjusted or restated by the Issuer and the Guarantor to address retrospective
impacts of subsequent changes in applicable accounting standards, the Issuer’s and the Guarantor’s accounting policies
and/or applicable laws and regulations affecting the Issuer and the Guarantor’s financial reporting, to reflect the
subsequent comments given by the independent auditors during the course of their audit or review or to correct errors
in its published financial statements. Such adjustment or restatement may cause discrepancies between the financial
information with respect to a particular period or date published in the past on the one hand and the financial
information with respect to the same period or date subsequently published in the PRC or the relevant financial

information (if any) contained in this Offering Circular on the other hand.

The Group is and may be involved in disputes, legal and other proceedings arising out of its operations from time

to time and may face significant liabilities as a result.

The Group or the Group’s subsidiaries may from time to time be involved in disputes with various parties involved in
its business, including contractors, tenants, suppliers and purchasers. Such disputes may lead to legal or other
proceedings and they may damage the Group’s reputation, increase the Group’s costs of operations and divert the
Group’s management’s attention from daily business operations. In addition, where regulatory bodies or governmental
authorities disagree with the Group’s conduct in respect of its operations, the Group may be subject to administrative
proceedings and unfavourable decrees that could result in liabilities and delays to its projects. There is no assurance
that the Group or its subsidiaries will not be so involved in any major legal or other proceedings in the future which
may subject the Group to significant liabilities and may materially and adversely affect the Group’s business, financial

condition, results of operations and prospects.

The Group’s business may be affected by natural disasters, epidemics and other acts of God.

The Group’s business is subject to general and social conditions. Natural disasters, epidemics, acts of God and
other events and disasters that are beyond the Group’s control may materially and adversely affect the economy,
infrastructure and livelihoods of people in China. Some cities in China are under the threat of flood, typhoon,
earthquake or drought. The Group’s business, financial condition and results of operations may be materially
and adversely affected if natural disasters or other such events occur. An outbreak of a health epidemic or
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contagious disease, including Coronavirus disease 2019 avian influenza, Severe Acute Respiratory Syndrome,
Ebola virus disease, Middle East Respiratory Syndrome, H5N1 influenza, HIN1 influenza or H7N9 influenza,
could result in a widespread health crisis and restrict the level of business activity in affected areas, which may
in turn adversely affect the Group’s business, financial condition and results of operations.

Furthermore, the Group’s operations are highly concentrated in Yancheng City, and any labour shortages, or
slowdown in the growth of domestic consumption in Yancheng City or the PRC in general could materially and
adversely affect the business, results of operations, financial condition and prospects of the Group. All these
factors are beyond the Group’s control and could materially and adversely affect the Group’s results of
operations and financial condition and may also cause reputation damage to the Group. In addition, any further
disruption to the Group’s business activities may negatively affect its liquidity and access to capital.

The Guarantor’s Audited Pro Forma Financial Statements are based on estimates and assumptions which may not

be indicative of actual future results.

This Offering Circular contains the Guarantor’s Audited Pro Forma Financial Statements, which were prepared
based on a number of assumptions that the Group believes to be reasonable at the time of preparation. The pro
forma financial information contained therein has been derived from historical financial statements and certain
adjustments and assumptions have been made after giving effect to the consolidation. The Guarantor’s Audited
Pro Forma Financial Statements were prepared on a pro forma basis and it shows how the Group’s operations in the
relevant years may have appeared had (i) the Guarantor been established on 1 January 2022; and (ii) 100 per cent. of
the equity interest of Dafeng Construction and Fengshou Dadi been transferred to or controlled by the Guarantor as
of 1 January 2022. For details of the assumptions made in preparing the Guarantor’s Audited Pro Forma Financial
Statements, please refer to “2. Presentation basis of financial statements” from F-519 to F-520. The adjustments
and assumptions made in the Guarantor’s Audited Pro Forma Financial Statements were based on information
at the time of preparing the Guarantor’s Audited Pro Forma Financial Statements and such adjustments and
assumptions are difficult to be made with complete accuracy. In addition, certain assumptions used in preparing
the Guarantor’s Audited Pro Forma Financial Statements may not prove to be accurate. As a result, the actual
financial condition and results of operations of the Group in the future may not be consistent with, or evident
from, the Guarantor’s Audited Pro Forma Financial Statements. There are also other factors which may affect
the Group’s financial condition and results of operations and render the Guarantor’s Audited Pro Forma Financial
Statements not entirely reflective of the Group’s actual performance. The Guarantor’s Audited Pro Forma
Financial Statements should be read in conjunction with, and is qualified in its entirety by the notes thereto. The
Guarantor’s Audited Pro Forma Financial Statements are for reference only and do not purport to represent the
Group’s actual or future financial condition and results of operations. As such, investors are cautioned not to
place undue reliance on the Guarantor’s Audited Pro Forma Financial Statements and should exercise caution
when using such data to evaluate the Group’s total returns and financial position.

The Issuer’s and Guarantor’s auditors have been subject to administrative penalties and there can be no assurance
that the Issuer’s and Guarantor’ auditors will not be subject to further actions from the authorities which might
impact their capacity as independent auditors of the Issuer and Guarantor and their business in the future.

Zhongxinghua, the independent auditors of the Issuer appointed to audit the Issuer’s financial statements as at

and for the years ended 31 December 2022, 2023 and 2024 included elsewhere in this Offering Circular and
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Zhongxi CPAs, the independent auditors of the Guarantor appointed to audit the Guarantor’s financial statements
as at and for the years ended 31 December 2022, 2023 and 2024 included elsewhere in this Offering Circular,
have previously received administrative penalties and regulatory measures from the CSRC and its local branches
in relation to their audit of certain companies unrelated to the Group (the “Measures”). As at the date of this
Offering Circular, the consequences of the Measures remain uncertain and there can be no assurance that the
Measures would not impact the Issuer’s Audited Financial Statements or the capacity of Zhongxinghua as
independent auditors of the Issuer or the the Guarantor’s Audited Pro Forma Financial Statements or the capacity
of Zhongxi CPAs as independent auditors of the Guarantor. The investors should consult their own professional
advisers for an understanding of the impact and/or consequences of the Measures.

RISKS RELATING TO THE PRC

The Group’s business, financial condition, results of operation and prospects could be adversely affected by

slowdown in the PRC’s economy.

A substantial part of the Group’s assets is located in the PRC and a substantial part of the Group’s operating revenue
is derived from the PRC. Therefore, the performance of the PRC economy affects, to a significant degree, the Group’s

business, prospects, financial condition and results of operations.

Although the PRC economy has experienced rapid growth in the past 40 years, there has been a slowdown in the
growth of the PRC’s GDP since the second half of 2013 and this has raised market concerns that the historic rapid
growth of the PRC economy may not be sustainable in the future. The continued growth of the PRC economy has been
facing downward pressure, and the annual GDP growth rate declined from 7.8 per cent. in 2013 to 5.0 per cent. in
2024, according to the National Statistics Bureau of the PRC. In May 2017, Moody’s downgraded China’s sovereign
credit rating for the first time since 1989 and changed its outlook from stable to negative, citing concerns on the country’s
rising levels of debt and expectations of slower economic growth. In September 2017, S&P Global Ratings downgraded
China’s sovereign credit rating for the first time since 1999, citing similar concerns. In April 2024, Fitch has also
revised the outlook on China’s long-term foreign-currency issuer default rating to “negative” from “stable”. These

highlight the country’s surging debt burden and concerns over the government’s ability to implement reforms.

The future performance of the PRC’s economy is not only affected by the economic and monetary policies of the PRC
government, but it is also exposed to material changes in global economic and political environments as well as the
performance of certain major developed economies in the world. For example, the international trade environment
and various governments’ trade and economic policies, particularly the recent trade conflicts between the PRC and
the United States, may cause uncertainties to the PRC’s economy and financial, foreign exchange and capital markets.
In Europe, several countries are facing difficulties in refinancing sovereign debt. In the United States, recovery in the
housing market remains subdued. In Asia and other emerging markets, some countries are expecting increasing
inflationary pressure as a consequence of liberal monetary policy or excessive foreign fund inflow, or both. The
political uncertainty as regards the structure of the future relationship between the United Kingdom and the European
Union following United Kingdom’s exit from the European Union may create a negative economic impact and
increase volatility in global markets. In addition, conflicts between Russia and Ukraine have been escalated into
military actions taken by Russia in Ukraine starting from 16 February 2022. There have been multiple rounds of
negotiations between Russia and Ukraine. However, it is unclear how such conflicts, military actions and negotiations

will develop in the future. Any further escalation of the conflicts between Russia and Ukraine, or any conflicts between
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other nations and/or districts, may lead to additional tension and unexpected adverse consequences in global political
and economic conditions which in turn could adversely impact the Group’s business, financial condition and results

of operations.

As such, there continues to be uncertainty for the overall prospects for the global and the PRC economies this year
and beyond. Any material change in the financial markets, the PRC economy or regional economies as a result of
these events or developments may materially and adversely affect the Group’s business, financial condition and results

of operations.

PRC economic, political and social conditions as well as government policies could adversely affect the Group’s

business.

The PRC economy differs from the economies of most developed countries in many respects, including with respect
to government involvement, level of development, economic growth rate, control of foreign exchange and allocation

of resources.

The PRC economy has been transitioning from a planned economy to a more market-oriented economy. In recent
years, the PRC government has implemented a series of measures emphasising on market forces for economic reform,
the reduction of state ownership of productive assets and the establishment of sound corporate governance in business
enterprises. However, a large portion of productive assets in the PRC remain owned by the PRC government. The
PRC government continues to play a significant role in regulating industrial development, the allocation of resources,
production, pricing and management, and there can be no assurance that the PRC government will continue to pursue

the economic reforms or that any such reforms will not have an adverse effect on the Group’s business.

The Group’s operations and financial results could also be materially and adversely affected by changes in political,
economic and social conditions or the relevant policies of the PRC government, such as changes in laws and
regulations (or the interpretation thereof). For example, the PRC government may decide to change its current policies
with respect to the Group’s core business industries, and, as such, this could have adverse impact on the Group’s
business and results of operations. In the past, the PRC government has implemented administrative measures to
restrain economic growth rates that were considered unsustainably high and to calm inflation fears. Such actions may
result in an economic slowdown which could have negative macro-economic effects in the PRC and PRC-related
markets. The Group’s operating results and financial condition may also be materially and adversely affected by other
changes in taxation and changes in state policies affecting the industries in which the Group operates. In addition, the
growth of the Group’s projects and business operations depends heavily on economic growth. If the PRC’s economic
growth slows down or if the PRC economy experiences a recession, the Group’s business prospects may be materially
and adversely affected. The Group’s operations and financial results, as well as its ability to satisfy its obligations under
the Bonds, could also be materially and adversely affected by changes in measures which might be introduced to
control inflation, changes in the rate or method of taxation, the imposition of additional restrictions on currency

conversion and the imposition of additional import restrictions.
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The PRC legal system is continuously evolving and the legal protections available to the Bondholders may be
affected.

Most companies in the Group are incorporated in the PRC and most of the Group’s businesses are conducted in the
PRC. Hence, the Group’s operations are principally governed by PRC laws and regulations. The PRC legal system is
based on written statutes and prior court decisions can only be cited as a reference. Since 1979, the PRC government
has promulgated laws and regulations in relation to economic matters such as foreign investment, corporate
organisation and governance, commerce, taxation and trade with a view to developing a comprehensive system of
commercial laws. As the Chinese legal system develops, such laws and regulations, and their interpretation or

enforcement may evolve.

On 1 January 2006, substantial amendments to the PRC Company Law (4 #E A 3 A1E] /A 7]72%) and the PRC
Securities Law (H 3 A [ 3 A1 B 75 957 7%:) came into effect. Since then, the PRC Company Law and the PRC
Securities Law have been updated and amended for several times. As a result, the State Council and the CSRC may
revise the special regulations and mandatory provisions and adopt new rules and regulations to implement and to
reflect the amendments to the PRC Company Law and the PRC Securities Law. The Group cannot guarantee that any
revision of the current rules and regulations or the adoption of new rules and regulations by the State Council and the
CSRC will not have an adverse effect on the rights of the Bondholders.

It may be difficult to effect service of process or enforce any judgments obtained from non-PRC courts against the

Group or its directors and senior management who reside in the PRC.

A substantial part of the Group’s assets is located within the PRC. In addition, most of the Group’s directors and senior
management reside within the PRC, and assets of the directors and senior management may also be located within the
PRC. As aresult, it may not be possible to effect service of process outside the PRC upon most of the Group’s directors
and senior management, including for matters arising under applicable securities laws. A judgment of a court of
another jurisdiction may be reciprocally recognised or enforced if the jurisdiction has a treaty with the PRC or if
judgments of the PRC courts have been recognised before in that jurisdiction, subject to the satisfaction of other

requirements.

The PRC has not entered into treaties or agreements providing for the recognition and enforcement of judgments made
by courts of most other jurisdictions. On 18 January 2019, Hong Kong and the PRC entered into the Arrangement on
Reciprocal Recognition and Enforcement of Judgments in Civil and Commercial Matters by the Courts of the
Mainland and of the Hong Kong Special Administrative Region ([#J72 P9 b ERL 27 A5 1) AT U 123 56 AH FLER 0T ATk
1T IS FH R HIHR A % HE) (the <2019 Arrangement”) which came into effect on 29 January 2024.

The 2019 Arrangement applies to the reciprocal recognition and enforcement of legally effective judgments in civil
and commercial cases between courts of Mainland China and Hong Kong, and also applies to the reciprocal
recognition and enforcement of legally effective judgments in relation to civil damages awarded in criminal cases.
The 2019 Arrangement sets forth certain procedural requirements for the application of recognition and enforcement
by courts in Mainland China of judgments rendered by Hong Kong courts and vice versa. It also provides for certain

grounds for rejecting an application for recognition and enforcement.
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Although the 2019 Arrangement establishes a more comprehensive mechanism for reciprocal recognition and
enforcement of judgments in civil and commercial matters between Hong Kong and Mainland China, the recognition
and enforcement of a Hong Kong court judgment in Mainland China is subject to the satisfaction of relevant procedural
requirements and may be rejected if certain grounds are established. It could also be costly and time consuming to
seek recognition and enforcement of a Hong Kong court judgment in Mainland China, which may adversely affect

the Noteholders’ ability to enforce their rights under the Bonds.

Furthermore, the PRC does not have treaties or agreements providing for the reciprocal recognition and enforcement
of judgments awarded by courts of the United States, the United Kingdom or most other European countries, or Japan.

Hence, the recognition and enforcement in the PRC of court judgments from any of these jurisdictions may be difficult.

The Group is subject to restrictions on the remittance of Renminbi into and out of the PRC and governmental
controls on currency conversion, and may be affected by the risks relating to fluctuations in exchange rates in the

future.

The PRC Government imposes controls on the convertibility of Renminbi into foreign currencies and the remittance
of currency out of the PRC. Substantially all of the Group’s revenue is denominated in Renminbi, a portion of which
may need to be converted into other currencies in order to meet the Group’s foreign currency obligations, such as
payments of principal and interests under the Bonds or other foreign currency denominated debt, if any. Under the
existing PRC laws and regulations on foreign exchange, payments of current account items, including profit
distributions, interest payments and trade and service-related foreign exchange transactions, can be made in foreign
currencies without prior approval from SAFE provided that certain procedural requirements are complied with.
Approval from or registration with competent government authorities is required where Renminbi is to be converted
into foreign currency and remitted out of the PRC to pay capital expenses such as the repayment of loans denominated
in foreign currencies. The PRC Government may;, at its discretion, take measures to restrict access to foreign currencies
for current account and capital account transactions under certain circumstances. If the foreign exchange control
system prevents the Group from obtaining sufficient foreign currencies to satisfy the Group’s foreign currency
demands, the Group may not be able to pay interest and/or principal to Bondholders or other foreign currency
denominated debt, if any. In addition, there can be no assurance that new laws or regulations will not be promulgated
in the future that would have the effect of further restricting the remittance of Renminbi into or out of the PRC. The
proceeds from the offering of the Bonds will be received in U.S. dollars. As a result, any appreciation of Renminbi
against the U.S. dollar or any other foreign currencies may result in the decrease in the value of the Group’s foreign
currency-denominated assets and the Group’s proceeds from the offering of the Bonds. Conversely, any depreciation

of Renminbi may adversely affect the Group’s ability to service the Bonds.

There can be no assurance of the accuracy or comparability of facts and statistics contained in this Offering Circular

with respect to the PRC, its economy or the relevant industry.

Facts, forecasts and other statistics in this Offering Circular relating to the PRC, its economy or the relevant industry
in which the Group operates have been directly or indirectly derived from official government publications and certain
other public industry sources. Although the Group believes such facts and statistics are accurate and reliable, it cannot
guarantee the quality or the reliability of such source materials. They have not been prepared or independently verified
by the Group, the Joint Lead Managers, the Trustee, the Agents or any of its or their respective affiliates, employees,

officers, directors, agents, advisers or representatives or any person who controls any of them, and, therefore, the
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Group, the Joint Lead Managers, the Trustee, the Agents or any of its or their respective affiliates, employees, officers,
directors, agents, advisers or representatives or any person who controls any of them makes no representation as to
the completeness, accuracy or fairness of such facts or other statistics, which may not be consistent with other
information compiled within or outside the PRC. Due to possibly flawed or ineffective collection methods or
discrepancies between published information and market practice and other problems, the statistics herein may be
incomplete, inaccurate or unfair or may not be comparable to statistics produced for other economies or the same or
similar industries in other countries and should not be unduly relied upon. Furthermore, there is no assurance that they
are stated or compiled on the same basis or with the same degree of accuracy as may be the case elsewhere. In all cases,
investors should give consideration as to how much weight or importance they should attach to or place on such facts

or other statistics.

RISKS RELATING TO THE BONDS AND THE GUARANTEE

The PRC government (including the Dafeng District Government) has no obligation to pay any amount under the
Bonds.

The PRC government (including the Dafeng District Government) is not an obligor and shall under no circumstances
have any obligation arising out of or in connection with the Bonds or the Guarantee. This position has been reinforced
by the Circular of the Ministry of Finance on Issues relevant to the Regulation on the Financing Activities Conducted
by Financial Institutions for Local Governments and State-owned Enterprises ( FA B B A B 88 4 a3 ¥y
BURF AN AR SERRBNE AT 25 B R E @ &0 ) (M 42[2018]235%)) (the “MOF Circular”) which was promulgated
on 28 March 2018 and took effect on the same day, and the Circular of the National Development and Reform
Commission and the Ministry of Finance on Improvement of Market Regulatory Regime and Strict Prevention of
Foreign Debt Risks and Local Government Indebtedness Risks € ( [ 5% 5% Ji2 24 - Z2 A B0 B i 5638 17 455 49 OBk |
JERR o M R A b 45 25 JELE PGB ) ) (the “Joint Circular’) which was promulgated on 11 May 2018 and
took effect on the same day. In addition, the Issuer confirms that the bonds are not and will not be deemed as implicit

government debt as prohibited by the Circular 15.

The PRC government and Dafeng District Government have no obligation to pay any amount under the Bonds or the
Guarantee. Investments in the Bonds are relying solely on the credit risk of the Issuer and the Guarantor. In the event
the Issuer or the Guarantor does not fulfil its obligations under the Bonds, or the Guarantee (as the case may be),
investors will only be able to claim as an unsecured creditor against the Issuer and/or the Guarantor and their respective
assets, and not any other person including the PRC government, Dafeng District Government or any other local or
municipal government. The controlling relationships between the Issuer, the Guarantor and their shareholder, the
Dafeng District Government, does not necessarily correlate to, or provide any assurance to the Issuer’s or the
Guarantor’s financial conditions. The repayment obligation under the Bonds and the Guarantee remains the sole

obligation of the Issuer and the Guarantor respectively.

Any failure to complete the relevant filings under the NDRC Measures and the relevant registration with SAFE
within the prescribed time frame following the issue of the Bonds or to comply with the continuing reporting
obligations under the NDRC Measures may have adverse consequences for the Issuer and/or the investors of the

Bonds.

The NDRC issued the NDRC Measures on 5 January 2023, which came into effect on 10 February 2023. According
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to the NDRC Measures, domestic enterprises and their overseas controlled entities shall obtain the Certificate of
Review and Registration of Enterprise Borrowing of Foreign Debts (1135 8 F #Mi 7 1% B 5075 B) (the “Certificate
of Review and Registration”) of any debt securities denominated in Renminbi or a foreign currency, with a maturity
term of over one year issued outside of the PRC, from the NDRC prior to the issue of such securities and notify the
NDRC of the particulars of the relevant issues within 10 working days after the date of the issuance. In addition,
pursuant to the NDRC Measures, enterprises are required, among others, to (i) report on the status of the foreign debt
within 10 working days after the expiration of the relevant Certificate of Review and Registration, (ii) report on use
of proceeds, principal and interest repayment status and arrangement and key business indicators within five working
days prior to the end of January and July each year, and (iii) promptly report on any material event that may affect the
due performance of their debt obligations. The NDRC Measures sets forth certain legal liabilities and disciplinary
measures which would be imposed on enterprises and intermediaries if they fail to comply with the relevant
requirements. According to the NDRC Measures, for any enterprise that fails to report relevant information as required
thereunder, the review and registration authorities shall, depending on the seriousness of the circumstances, impose
disciplinary measures such as conducting interviews and issuing public warnings on such enterprise concerned and its
principal responsible person. Furthermore, conduct in violation of the NDRC Measures committed by enterprises will
be published on, among others, the Credit China ({5 F #[#]) website and the National Enterprise Credit Information
Publicity System (513515 A5 B AR & %L). Any failure to complete the relevant filings under the NDRC
Measures within the prescribed time frames following the issue of the Bonds may have adverse consequences for the
Issuer and/or the investors of the Bonds. Potential investors of the Bonds are advised to exercise due caution when

making their investment decisions.

In accordance with the Administrative Measures for Foreign Debt Registration (/M 5508 #H#%) (the “Foreign
Debt Registration Measures”) issued by SAFE on 28 April 2013, which came into effect on 13 May 2013, the Issuer
shall complete foreign debt registration in respect of the issue of the Bonds with the local branches of SAFE in
accordance with laws and regulations. According to the Operation Guidelines for Administration of Foreign Debt
Registration (¥Mi & 50 & #2118 5] ) promulgated together with the Foreign Debt Registration Measures, the Issuer
is required to register the Bonds within 15 working days after execution of the foreign debt agreement(s) and complete
such registration in accordance with the Foreign Debt Registration Measures. The Issuer does not foresee any obstacle
in completing the registration within the abovementioned period. However, before such registration of the Bonds is
completed, it is uncertain whether the Bonds are enforceable as a matter of PRC law and it may be difficult for
Bondholders to recover amounts due from the Issuer or the Guarantor, and the Issuer or the Guarantor (as the case
may be) may not be able to remit the proceeds of the offering into the PRC or remit money out of the PRC in order to
meet its payment obligations under the Bonds or the Guarantee (as the case may be). Pursuant to article 27(5) of the
Foreign Debt Registration Measures, a failure to comply with registration requirements may result in a warning and
fine as set forth under article 48 of the Foreign Exchange Administrative Regulations (¥} & FR1%451) promulgated
by the State Council in 2008. However, pursuant to article 40 of the Foreign Debt Administration Provisional Rules (
AME B ET 1T H#2:) promulgated by MOF, the NDRC and SAFE, a failure by a domestic entity to register a foreign

debt contract will render the contract not legally binding and unenforceable.

On 11 January 2017, the PBOC issued the Cross Border Financing Circular, which came into effect on the same day.
To further enlarge the space of cross-border financing activities, facilitating the use of overseas low-cost capital by
domestic enterprises and lowering the financing cost of the real economy, the PBOC further improved the framework
of the policy on the basis of overall assessment on implementation of the macro-prudential management of cross-

border financing. A one-year transitional period has been set for this pilot programme, during which foreign-invested
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enterprises and foreign invested financial institutions in the PRC will be required to follow the new Cross-Border
Financing Circular or the existing Foreign Debt Registration Measures. After the one-year transitional period, the new
Cross Border Financing Circular automatically becomes applicable for foreign-invested financial institutions. The
PBOC and SAFE will decide the cross-border financing management mode applicable to foreign-invested enterprises

upon the overall assessment on implementation of the new Cross Border Financing Circular.

The Issuer has been informed by the local counterpart of SAFE that the Issuer would need to follow the Foreign Debt
Registration Measures for the purposes of the Bonds. Neither the PBOC nor SAFE has promulgated implementation
rules of the Cross-Border Financing Circular as at the date of this Offering Circular. The filing process for the aforesaid
selection and the interpretation and enforcement of the Cross-Border Financing Circular thus involve substantial
uncertainties due to its recent promulgation and publication. In the unlikely event that having exercised all reasonable
endeavours, the Issuer is still unable to complete the Foreign Debt Registration within the abovementioned period, a
Non-Registration Event may be triggered. Following the occurrence of a Non-Registration Event, the Issuer shall, at
the option of any Bondholder, redeem on the Put Settlement Date all but not some only, of the Bonds of such
Bondholder at 101 per cent. of their principal amount, together with accrued interest up to (but excluding) the Put
Settlement Date. Failure to complete any applicable registration and filing procedure necessary to, amongst other
things, enable the Issuer and the Guarantor lawfully to enter into, exercise their rights and perform and comply with
their obligations under and in respect of the Bonds, the Trust Deed and the Deed of Guarantee and ensure that those
obligations are legal, valid, binding and enforceable may also constitute an Event of Default pursuant to which the
Bonds could be accelerated. In the event of a failure to complete the registration of the Bonds with SAFE, there is no
assurance that the Issuer or the Guarantor (as the case may be) will be able to remit funds from the PRC to repay the
principal amount of the Bonds and any accrued interest upon acceleration. While it is possible for the Issuer or the
Guarantor (as the case may be) to obtain funding outside the PRC, it may not be able to do so in a timely manner, or
at all.

The Issuer and the Guarantor may have only limited sources of funding in order to meet their debt obligations.

The Issuer and the Guarantor operate their business mainly through themselves and their subsidiaries. Accordingly, the
Issuer and the Guarantor may have limited sources of funding available to them to service their debts and their ability to
meet the obligations under their debt obligations. These mainly include income from the themselves, dividends and
repayments on intercompany loans received from their subsidiaries, as well as divestments of investment assets and

obtaining external financing.

With respect to dividends and repayments of intercompany loans from its subsidiaries, if a subsidiary of the Issuer or
the Guarantor incurs any debt, such debt may impair the Issuer’s or the Guarantor’s subsidiaries from distributing
dividends or making other distributions to the Issuer or the Guarantor ultimately. In addition, PRC laws require that
dividends can only be paid out of the net income calculated according to PRC GAAP and financial regulations in the
PRC. In addition, the PRC laws require the companies incorporated in the PRC to set aside part of their net income as
statutory reserves. These statutory reserves are not available for distribution as cash dividends. Such restrictions may
have an adverse effect on the Issuer’s or the Guarantor’s ability to service its debts and its ability to meet its debt

obligations as the Issuer or the Guarantor relies heavily on dividends and repayments from its subsidiaries.

38



The insolvency laws of the PRC and other local insolvency laws may differ from those of another jurisdiction with
which the holders of the Bonds are familiar.

As the Issuer and the Guarantor are incorporated under the laws of the PRC, any insolvency proceeding relating to the
Issuer and the Guarantor would likely involve insolvency laws of the PRC, as applicable, the procedural and
substantive provisions of which may differ from comparable provisions of the local insolvency laws of jurisdictions

with which the holders of the Bonds are familiar.

International financial markets and world economic conditions may adversely affect the market price of the Bonds.

The market price of the Bonds may be adversely affected by declines in the international financial markets and world
economic conditions. The market for the Bonds is, to varying degrees, influenced by economic and market conditions
in other markets, especially those in Asia. Although economic conditions are different in each country, investors’
reactions to developments in one country can affect the securities markets and the securities of issuers in other
countries, including the PRC. Since the subprime mortgage crisis in 2008, the international financial markets have
experienced significant volatility. If similar developments occur in the international financial markets in the future, the

market price of the Bonds could be adversely affected.

A trading market for the Bonds may not develop.

The Bonds will be a new issue of securities for which there is currently no trading market. There can be no assurance
as to the liquidity of the Bonds or that an active trading market for the Bonds will develop. If such a market were to
develop, the Bonds could trade at prices that may be higher or lower than the initial issue price depending on many
factors, including but not limited to prevailing interest rates, the Group’s financial condition and results of operations
and the market for similar securities. Although an application will be made to the Hong Kong Stock Exchange for the
listing of, and permission to deal in, the Bonds by way of debt issues to Professional Investors only, no assurance can
be given that such application will be approved, or even if the Bonds become so listed, an active trading market for
the Bonds will develop or be sustained. No assurance can be given as to the ability of Holders to sell their Bonds or
the price at which Holders will be able to sell their Bonds or that a liquid market will develop. Further, the Bonds will
be issued in the specified denomination of CNY1,000,000 and integral multiples of CNY 10,000 in excess thereof,
may not be transferred unless the principal amount of Bonds transferred and (where not all of the Bonds held by a
Bondholder are being transferred) the principal amount of the balance of Bonds not transferred is not less than the
minimum specified denomination, and may consequently be allocated to a limited number of investors. All of these

factors may limit liquidity of Bonds.

The liquidity of the Bonds will be adversely affected if the Bonds are held by or allocated to limited investors.
Bondholders should note that they may need to hold the Bonds until maturity as there may not be an active secondary
market for the Bonds. None of the Joint Lead Managers is obligated to make a market in the Bonds, and any such
market making, if commenced, may be discontinued at any time at the sole discretion of the Joint Lead Managers. In
addition, the Bonds are being offered pursuant to exemptions from registration under the Securities Act and, as a
result, Holders of the Bonds will only be able to resell the Bonds in transactions that have been registered under the
Securities Act or in transactions not subject to or exempt from registration under the Securities Act. It is investors’

obligation to ensure that offers and sales of the Bonds within any countries comply with applicable securities laws.
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See the section entitled “Subscription and Sale”. Neither the Issuer, the Guarantor nor the Group can predict whether

an active trading market for the Bonds will develop or be sustained.

The liquidity and price of the Bonds following the issue may be volatile.

The price and trading volume of the Bonds may be highly volatile. Factors such as variations in each of the Issuer’s, the
Guarantor’s and the Group’s revenue, earnings and cash flows and proposals of new investments, strategic alliances
and/or acquisitions, interest rates and fluctuations in prices for comparable companies or any adverse change in the
credit rating, revenues, earnings or results of operations could cause the price of the Bonds to change. Any such
developments may result in large and sudden changes in the volume and price at which the Bonds will trade. There can

be no assurance that these developments will not occur in the future.

Modifications and waivers may be made in respect of the Terms and Conditions of the Bonds, the Agency
Agreement, the Trust Deed or the Deed of Guarantee by the Trustee or less than all of the holders of the Bonds.

The Trustee may (but shall not be obliged to) agree, without the consent of the Bondholders, to (i) any modification
of any of the Terms and Conditions of the Bonds or any of the provisions of the Trust Deed, the Agency Agreement
or the Deed of Guarantee that is, in its opinion, of a formal, minor or technical nature or is made to correct a manifest
error or to comply with any mandatory provision of law, and (ii) any other modification (except as mentioned in the
Trust Deed), and any waiver or authorisation of any breach or proposed breach, of any of the Terms and Conditions
of the Bonds or any of the provisions of the Trust Deed, the Agency Agreement or the Deed of Guarantee that is, in

the opinion of the Trustee, not materially prejudicial to the interests of the Bondholders.

Any such modification, authorisation or waiver shall be binding on the Bondholders and, unless the Trustee otherwise
agrees, each such modification, authorisation or waiver shall be notified by the Issuer, failing whom the Guarantor, to

the Bondholders in accordance with the Terms and Conditions of the Bonds) as soon as practicable.

The Trustee may request the Bondholders to provide an indemnity and/or security and/or pre-funding to its

satisfaction.

In certain circumstances (including without limitation the giving of notice to the Issuer and the Guarantor pursuant to
Condition 9 (Events of Defaulf) of the Terms and Conditions of the Bonds and the taking of steps and/or actions and/or
the instituting of proceedings against the Issuer and the Guarantor pursuant to Condition 13 (Enforcement) of the
Terms and Conditions of the Bonds), the Trustee may (at its sole and absolute discretion) request Bondholders to
provide an indemnity and/or security and/or pre-funding to its satisfaction before it takes actions and/or steps and/or
institutes proceedings on behalf of Bondholders. The Trustee shall not be obliged to take any such actions and/or steps
and/or institute such proceedings if not first indemnified and/or secured and/or pre-funded to its satisfaction.
Negotiating and agreeing to an indemnity and/or security and/or pre-funding can be a lengthy process and may impact
on when such actions and/or steps can be taken and/or such proceedings can be instituted. The Trustee may not be
able to take actions, and/or steps and/or institute proceedings notwithstanding the provision of an indemnity and/or
security and/or pre-funding to it, in breach of the terms of the Trust Deed or the Terms and Conditions and in such
circumstances or where there is uncertainty or dispute as to the applicable laws or regulations, to the extent
permitted by the agreements and the applicable law, it will be for the Bondholders to take such actions and/or steps

and/or institute such proceedings directly.
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The Bonds may not be a suitable investment for all investors seeking exposure to green or equivalently labelled

assets.

In connection with the issue of the Bonds, the Issuer engaged CCX Green Finance International Limited to provide
second party opinions on the Green Finance Framework (the “Second Party Opinion”) confirming that the Green
Finance Framework aligns with Green Bond Principles 2025 by International Capital Market Association and Green
Loan Principles 2025 by Loan Market Association/Asia Pacific Loan Market Association/Loan Syndications and
Trading Association. The Green Finance Framework outlines the eligibility criteria of “Eligible Green Projects” (as

described in the Green Financing Framework) and how the Issuer manages and reports on the use of proceeds.

It is the Issuer’s intention to apply an amount equal to the proceeds from the offering of the Bonds specifically for
Eligible Green Projects. Prospective investors should have regard to the information set out in this Offering Circular
regarding such use of proceeds and must determine for themselves the relevance of such information for the purpose
of any investment in the Bonds together with any other investigation such investor deems necessary. In particular no
assurance is given by the Issuer, the Green Structuring Advisor, any Joint Lead Manager or the Trustee or the Agents
that the use of such proceeds for any Eligible Green Projects will satisfy, whether in whole or in part, any present or
future investor expectations or requirements as regards any investment criteria or guidelines with which such investor
or its investments are required to comply, whether by any present or future applicable law or regulations or by its own
by-laws or other governing rules or investment portfolio mandates, in particular with regard to any direct or indirect
environmental, sustainability or social impact of any projects or uses, the subject of or related to, any Eligible Green

Projects.

Furthermore, it will not be an Event of Default (as defined in the Terms and Conditions of the Bonds) if (i) the Issuer
fails to comply with the obligations set out in the Green Finance Framework and/or (ii) any Second Party Opinion
issued in connection with such Green Finance Framework were to be withdrawn. Such failure may affect the value of
the Bonds and/or may have consequences for certain investors with portfolio mandates to invest in green, social or
equivalently labelled assets. Therefore, the Bonds may not be a suitable investment for all investors seeking exposure

to green or equivalently labelled assets.

There is currently no market consensus on what precise attributes are required for a particular project to be defined as
“green”, “social”, “sustainable” or other equivalent label and therefore no assurance can be provided to potential
investors that the Eligible Green Projects meet or will continue to meet the relevant eligibility criteria or meet all
investor expectations regarding social impact. Although applicable social projects are expected to be selected in
accordance with the categories recognised in various principles described in the Green Finance Framework and are
expected to be developed in accordance with applicable legislation and standards, there can be no guarantee that
adverse social and/or environmental developments will not occur during the design, construction, commissioning
and/or operation of any such Eligible Green Projects. In addition, where any negative impacts are insufficiently
mitigated, green or social projects may become controversial, and/or may be criticised by activist groups or other

stakeholders.
None of the Green Structuring Advisor, the Joint Lead Managers, the Trustee or the Agents, or their respective

directors, officers, employees, representatives, agents, advisers or affiliates or any person who controls any of them

makes any representation or warranty, express or implied, concerning any information in the Green Finance
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Framework, and nothing contained in the Green Finance Framework is, or shall be relied upon as, a promise or
representation, from the Green Structuring Advisor or the Joint Lead Managers. None of the Green Structuring
Advisor, the Joint Lead Managers, the Trustee or the Agents or their respective directors, officers, employees,
representatives, agents, advisers or affiliates or any person who controls any of them accept any responsibility for the

contents of the Green Finance Framework.

No assurance can be provided with respect to the suitability or reliability of any Second Party Opinion or that the
Bonds will conform to the Green Finance Framework. Neither the independent assurance provider nor the Green
Structuring Advisor, the Joint Lead Managers, the Trustee or the Agents or their respective directors, officers,
employees, representatives, agents, advisers or affiliates or any person who controls any of them have undertaken, or
are responsible for, any assessment of the eligibility of projects within the definition of Eligible Green Projects or the
monitoring of the use of proceeds from the offering of the Bonds. None of the Issuer, the Green Structuring Advisor,
the Joint Lead Managers, the Trustee or the Agents or their respective directors, officers, employees, representatives,
agents, advisers or affiliates or any person who controls any of them makes any representation or assurance as to the
suitability for any purpose of any Second Party Opinion or (i) whether the Bonds will meet investor criteria and
expectations regarding environmental/social impact and sustainability performance for any investors, or (ii) the
characteristics of the Eligible Social Projects, including their environmental, social and sustainability criteria, or (iii)
whether the use of an amount equivalent to the net proceeds will be used for Eligible Social Projects. Each potential
purchaser of the Bonds should determine for itself the relevance of the information contained in this Offering Circular
regarding the use of proceeds and its purchase of the Bonds should be based upon such investigation as it deems
necessary.

In the event that the Bonds are included in any dedicated “green”, “social”, “environmental”, “sustainable” or other
equivalently-labelled index, no representation or assurance is given by the Issuer, the Green Structuring Advisor, the
Joint Lead Managers, the Trustee or the Agents or their respective directors, officers, employees, representatives,
agents, advisers or affiliates or any person who controls any of them or any other person that such listing or admission,
or inclusion in such index, satisfies any present or future investor expectations or requirements as regards to any
investment criteria or guidelines with which such investor or its investments are required to comply, whether by any
present or future applicable laws or regulations or by its own constitutive documents or other governing rules or

investment portfolio mandates.

Gains on the transfer of the Bonds may be subject to income tax and VAT under PRC tax laws.

Under the Enterprise Income Tax Law of the PRC (the “EIT Law”’) which took effect on 1 January 2008 and amended
on 24 February 2017 and 29 December 2018 respectively and its implementation rules, any gains realised on the
transfer of the Bonds by holders who are deemed under the EIT Law as non-resident enterprises may be subject to
PRC enterprise income tax if such gains are regarded as income derived from sources within the PRC. Under the EIT
Law, a “non-resident enterprise” means an enterprise established under the laws of a jurisdiction other than the PRC
and whose actual administrative organisation is not in the PRC, which has established offices or premises in the PRC,
or which has not established any offices or premises in the PRC but has obtained income derived from sources within
the PRC. There remains uncertainty as to whether the gains realised on the transfer of the Bonds by non-resident
enterprise holders would be treated as incomes derived from sources within the PRC and be subject to PRC enterprise
income tax. In addition, there is uncertainty as to whether gains realised on the transfer of the Bonds by individual

holders who are not PRC citizens or residents will be subject to PRC individual income tax. If such gains are subject
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to PRC income tax, the 10 per cent. enterprise income tax rate and 20 per cent. individual income tax rate will apply
respectively unless there is an applicable tax treaty or arrangement that reduces or exempts such income tax. The
taxable income will be the balance of the total income obtained from the transfer of the Bonds minus all costs and
expenses that are permitted under PRC tax laws to be deducted from the income. According to the Arrangement
between the Mainland of China and the Hong Kong Special Administrative Region for the Avoidance of Double
Taxation and the Prevention of Fiscal Evasion with Respect to Taxes on Income (the “Double Taxation
Arrangement”) which was promulgated on 21 August 2006, Bondholders who are Hong Kong residents, including
both enterprise holders and individual holders, will be exempted from PRC income tax on capital gains derived from
a sale or exchange of the Bonds if such capital gains are not connected with an office or establishment that the

Bondholders have in the PRC and all the other relevant conditions are satisfied.

Pursuant to the EIT Law, the PRC Individual Income Tax Law (the “IIT Law”) which took effect on 30 June 2011
and amended and became effective on 31 August 2018, and the implementation regulations in relation to both the EIT
Law and IIT Law, PRC income tax at a rate of 10 per cent. or 20 per cent. is normally applicable to PRC-source
income derived by non-resident enterprises or individuals respectively, subject to adjustment by applicable treaty. As
the Issuer is a PRC resident enterprise for tax purposes, interest paid to non-resident Bondholders is regarded as PRC-
sourced, and therefore be subject to PRC income tax at a rate of 10 per cent. for non-resident enterprise Bondholders
and at a rate of 20 per cent. for non-resident individual Bondholders (or a lower rate stipulated by applicable treaty

rate, if any).

Under the Notice on Implementing the Pilot Program of Replacing Business Tax with Value-Added Tax in an All-
round Manner (Cai Shui [2016] No. 36) ([ T4 [ HE B 22 3E F C50AiE 35 48 0 5k B 10 38 S0 (4 2 [2016]36 59%))
(“Circular 36”), and according to the Value-Added Tax Law of the PRC (1% A\ [ 3N B8 {H A7) which was
promulgated on 25 December 2024 and will come into effect on 1 January 2026, the selling of financial product will
be subject to PRC VAT if the financial product is issued within the PRC or the sellers of the financial product are
PRC entities or individuals, therefore, the Issuer will be obligated to withhold VAT of six per cent. for payments of
interest and certain other amounts on the Bonds paid by the Issuer to Bondholders that are non-resident enterprises or
individuals. VAT is unlikely to be applicable to any transfer of Bonds between entities or individuals located outside
of the PRC and therefore unlikely to be applicable to gains realised upon such transfers of Bonds, but there is
uncertainty as to the applicability of VAT if either the seller or buyer of Bonds is located inside the PRC. Circular 36
together with other laws and regulations pertaining to VAT are relatively new, the interpretation and enforcement of

such laws and regulations involve uncertainties.

If a Bondholder, being a non-resident enterprise or non-resident individual, is required to pay any PRC income tax on
interest or gains on the transfer of the Bonds, the value of the relevant Bondholder’s investment in the Bonds may be
materially and adversely affected.

The Bonds may not be a suitable investment for all investors.

Each potential investor in any Bond must determine the suitability of that investment in light of its own circumstances.

In particular, each potential investor should:

* have sufficient knowledge and experience to make a meaningful evaluation of the relevant Bonds, the merits and

risks of investing in the relevant Bonds and the information contained in this Offering Circular;
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*  have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular financial
situation, an investment in the relevant Bonds and the impact such investment will have on its overall investment

portfolio;

*  have sufficient financial resources and liquidity to bear all of the risks of an investment in the relevant Bonds;

* understand thoroughly the terms of the relevant Bonds and be familiar with the behaviour of any relevant indices

and financial markets; and

*  be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for economic, interest

rate and other factors that may affect its investment and its ability to bear the applicable risks.

A potential investor should not invest in Bonds which are complex financial instruments unless it has the expertise
(either alone or with the help of a financial adviser) to evaluate how the Bonds will perform under changing conditions,
the resulting effects on the value of such Bonds and the impact this investment will have on the potential investor’s

overall investment portfolio.

Additionally, the investment activities of certain investors are subject to legal investment laws and regulations, or
review or regulation by certain authorities. Each potential investor should consult its legal advisers to determine
whether and to what extent (a) the Bonds are legal investments for it; (b) the Bonds can be used as collateral for
various types of borrowing; and (c) other restrictions apply to its purchase of any Bonds. Financial institutions should
consult their legal advisers or the appropriate regulators to determine the appropriate treatment of Bonds under any

applicable risk-based capital or similar rules.

The Bonds will initially be represented by a Global Certificate and holders of a beneficial interest in a Global

Certificate must rely on the procedures of the relevant Clearing System.

The Bonds will initially be represented by a Global Certificate. Such Global Certificate will be registered in the name
of a nominee of, and will be deposited with a common depositary for Euroclear and Clearstream (each, a “Clearing
System”). Except in the circumstances described in the Global Certificate, investors will not be entitled to receive
definitive bonds. The relevant Clearing System(s) will maintain records of the beneficial interests in the Global
Certificate. While the Bonds are represented by the Global Certificate, investors will be able to trade their beneficial
interests only through the Clearing System(s).

While the Bonds are represented by the Global Certificate, the Issuer will discharge its payment obligations under the
Bonds by making payments to or to the order of the common depositary for the relevant Clearing System(s) for
distribution to their account holders. A holder of a beneficial interest in the Global Certificate must rely on the
rules and procedures of the relevant Clearing System(s) to receive payments under the Bonds. None of the Issuer, the
Guarantor, the Trustee or the Agents or any of their respective directors, officers, employees, agents, representatives,
advisers or affiliates or any person who controls any of them has any responsibility or liability for the records relating

to, or payments made in respect of, beneficial interests in the Global Certificate.
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Holders of beneficial interests in the Global Certificate will not have a direct right to vote in respect of the Bonds.
Instead, such holders will be permitted to act only to the extent that they are enabled by the relevant Clearing System(s)

to appoint appropriate proxies.

Bondholders should be aware that a definitive Certificate which has a principal amount that is not an integral

multiple of the minimum specified denomination may be illiquid and difficult to trade.

In relation to any Bond which has a principal amount consisting of a minimum specified denomination plus a higher
integral multiple of another smaller amount, it is possible that the Bonds may be traded in amounts in excess of the
minimum specified denomination that are not integral multiples of such minimum specified denomination. In such a
case a Bondholder who, as a result of trading such amounts, holds a principal amount of less than the minimum
specified denomination will not receive a definitive certificate in respect of such holding (should definitive Bonds be
printed) and would need to purchase a principal amount of Bonds such that it holds an amount equal to one or more
specified denominations. If definitive Bonds are issued, holders should be aware that a definitive certificate which has
a principal amount that is not an integral multiple of the minimum specified denomination may be illiquid and difficult

to trade.

The Bonds and the Guarantee will be unsecured obligations.

The Bonds and the Guarantee will be unsecured obligations of the Issuer and the Guarantor, respectively. The

repayment of the Bonds and payment under the Guarantee may be adversely affected if:

e the Issuer or the Guarantor enters into insolvency, liquidation, reorganisation or other winding-up proceedings;

* there is a default in payment under the Issuer’s or the Guarantor’s future secured indebtedness or other unsecured

indebtedness; or

» there is an acceleration of any of the Issuer’s or the Guarantor’s indebtedness.

If any of these events were to occur, the Issuer’s or the Guarantor’s assets and any amounts received from the sale of

such assets may not be sufficient to pay amounts due on the Bonds.

The Bonds may be redeemed by the Issuer prior to maturity.

The Issuer may redeem the Bonds at its option, in whole but not in part, at a redemption price equal to 100 per cent.
of their principal amount, together with any interest accrued to (but not including) the date fixed for redemption if,
subject to certain conditions, as a result of a change in tax law, the Issuer or, as the case may be, the Guarantor would
be obliged to pay Additional Tax Amounts (as defined in Condition 8 (Taxation) of the Terms and Conditions of the
Bonds), as further described in Condition 6(b) (Redemption for Taxation Reasons) of the Terms and Conditions of the
Bonds.

If the Issuer redeems the Bonds prior to their maturity date, investors may not receive the same economic benefits they

would have received had they held the Bonds to maturity, and they may not be able to reinvest the proceeds they
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receive in aredemption in similar securities. In addition, the Issuer’s ability to redeem the Bonds may reduce the market

price of the Bonds.

The Issuer or the Guarantor may not be able to meet their outstanding obligations under the Bonds.

Following the occurrence of a Relevant Event, the Issuer may (and at maturity, will) be required to redeem all of the
Bonds. If such an event were to occur, the Issuer may not have sufficient cash on hand and may not be able to arrange
financing to redeem the Bonds in time, or on acceptable terms, or at all. There is also no assurance that the Guarantor
(whom will be required to make payments pursuant to the Guarantee) would have sufficient funds at such time to
make the required redemption of the Bonds. The ability to redeem the Bonds in such event may also be limited by the
terms of other debt instruments. Failure to repay, repurchase or redeem tendered Bonds by or on behalf of the Issuer or
the Guarantor may constitute an event of default under the Bonds, which may also constitute a default under the terms

of the Issuer’s or the Guarantor's other indebtedness.

The Issuer may issue additional Bonds or raise additional capital in the future.

The Issuer may, from time to time, and without prior consultation with the Bondholders create and issue further bonds
(see “Terms and Conditions of the Bonds — Further Issues’) or otherwise raise additional capital through such means
and in such manner as the Issuer or the Group may consider necessary. There can be no assurance that such future

issuance or capital raising activity will not adversely affect the market price of the Bonds.

Changes in market interest rates may adversely affect the value of the Bonds.

The Bonds will carry fixed interest rates. Consequently, investment in the Bonds involves the risk that subsequent
changes in market interest rates may adversely affect the value of the Bonds. If Bondholders sell the Bonds they hold

before the maturity of such Bonds, they may receive an offer less than their investment.

Decisions that may be made on behalf of all holders of the Bonds may be adverse to the interests of individual
holders of the Bonds.

The Terms and Conditions of the Bonds contain provisions for calling meetings of holders of the Bonds to consider
matters affecting their interests generally. These provisions permit defined majorities to bind all holders of the Bonds
including holders who did not attend and vote at the meeting and holders who voted in a manner contrary to the
majority. Furthermore, there is a risk that the decision of the majority of holders of the Bonds may be adverse to the

interests of individual Bondholders.

The Guarantor’s obligations under the Guarantee will be structurally subordinated to all existing and future
indebtedness and other liabilities of each of the Guarantor’s existing and future subsidiaries (including the Issuer)
and effectively subordinated to the the Issuer’s and Guarantor’s secured debt to the extent of the value of the

collateral securing such indebtedness.
The Guarantee will be structurally subordinated to any debt and other liabilities and commitments, including trade

payables and lease obligations, of the Guarantor’s existing and future subsidiaries (including the Issuer), whether or

not secured. The Guarantor’s obligations under the Guarantee will not be guaranteed by any of the Guarantor’s
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subsidiaries, and the Guarantor’s ability to make payments under the Guarantee depends partly on the receipt of
dividends, distributions, interest or advances from its subsidiaries. The ability of such subsidiaries to pay dividends to
the Guarantor is subject to various restrictions under applicable laws. The Guarantor’s subsidiaries are separate legal
entities that have no obligation to pay any amounts due under the Guarantee or make any funds available therefor,
whether by dividends, loans or other payments. The Guarantor’s right to receive assets of any of the Guarantor’s
subsidiaries, upon that subsidiary’s liquidation or reorganisation, will be effectively subordinated to the claim of that
subsidiary’s creditors (except to the extent that the Guarantor are creditors of that subsidiary). Consequently, the
Guarantee will be effectively subordinated to all liabilities, including trade payables and lease obligations, of any of
the Guarantor’s subsidiaries and any subsidiaries that the Guarantor may in the future acquire or establish. The
outstanding indebtedness of the subsidiaries of the Guarantor may also contain covenants restricting the ability of such
subsidiaries to pay dividends in certain circumstances for so long as such indebtedness remains outstanding. Moreover,
the Guarantor’s interests in its subsidiaries and joint ventures could be reduced in the future. The Guarantee is the
Guarantor’s unsecured obligations and will (i) rank equally in right of payment with all the Guarantor’s other present
and future unsubordinated and unsecured indebtedness; and (ii) be effectively subordinated to all of the Guarantor’s
present and future secured indebtedness to the extent of the value of the collateral securing such obligations.
Accordingly, claims of secured lenders, whether senior or junior, with respect to assets securing their loans will be
prior with respect to those assets. In the event of the Guarantor’s bankruptcy, insolvency, liquidation, reorganisation,
dissolution or other winding up, or upon any acceleration of the Bonds, these assets will be available to pay obligations
on the Guarantee only after all other debt secured by these assets has been repaid in full. Any remaining assets will be
available to the Bondholders rateably with all of the Guarantor’s other unsecured and unsubordinated creditors,
including trade creditors. If there are not sufficient assets remaining to pay all these creditors, then all or a portion of

the Bonds then outstanding would remain unpaid.
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TERMS AND CONDITIONS OF THE BONDS

The following are the terms and conditions of the Bonds (as defined below) substantially in the form in which they
(other than the text in italics) will be endorsed on the definitive certificates and referred to in the global certificate.

The issue of the CNY 500,000,000 in aggregate principal amount of 6.3 per cent. guaranteed green bonds due 2028
(the “Bonds”, which term shall include, unless the context requires otherwise, any further bonds issued in
accordance with Condition 15 (Further Issues) and consolidated and forming a single series therewith) was
authorised by a resolution of the board of directors of Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.
(T O R G IR IS A PR A F]) (the “Issuer”) passed on 31 October 2024 and a resolution of the
shareholder of the Issuer passed on 31 October 2024 and the giving of the Guarantee (as defined in Condition 3(a))
was authorised by a resolution of the board of directors of Yancheng Dafeng Urban Development Investment
Holding Group Co., Ltd. (k7 K & 15 0 17 9 R 5 B 1 AL M A IR 2 7]) (the “Guarantor™) passed on 24
September 2025. The Bonds are constituted by a trust deed (as amended, supplemented, restated and/or replaced
from time to time, the “Trust Deed”) dated 27 November 2025 (the “Issue Date”) between and among the Issuer,
the Guarantor and CNCBI Trustee Limited (the “Trustee”, which expression , where the context so permits, shall
include all persons for the time being trustee or trustees under the Trust Deed, and shall include any successor
thereof) as trustee for itself and the holders of the Bonds. These terms and conditions (these “Conditions”) include
summaries of, and are subject to, the detailed provisions of the Trust Deed, which includes the form of the Bonds.
The Bonds have the benefit of a deed of guarantee (as amended, supplemented, restated and/or replaced from time
to time, the “Deed of Guarantee”) dated 27 November 2025 executed by the Guarantor and the Trustee for itself
and the holders of the Bonds relating to the Bonds. The Bonds are the subject of an agency agreement (as amended,
supplemented, restated and/or replaced from time to time, the “Agency Agreement”) relating to the Bonds dated 27
November 2025 between and among the Issuer, the Guarantor, the Trustee, China CITIC Bank International Limited
as registrar (the “Registrar”, which expression shall include any successor thereof appointed from time to time in
connection with the Bonds), as transfer agent (the “Transfer Agent”, which expression shall include any successor
and additional transfer agents appointed from time to time in connection with the Bonds) and as principal paying
agent (the “Principal Paying Agent”, which expression shall include any successor thereof appointed from time to
time in connection with the Bonds) and any other agents named therein. References herein to “Paying Agents”
includes the Principal Paying Agent and “Agents” means the Principal Paying Agent, the Registrar, the Transfer
Agent and any other agent or agents appointed from time to time with respect to the Bonds including their respective
successors. The Bondholders are entitled to the benefit of, are bound by, and are deemed to have notice of, all the
provisions of the Trust Deed and the Deed of Guarantee, and are deemed to have notice of those provisions of the
Agency Agreement applicable to them. Copies of the Trust Deed, the Deed of Guarantee and the Agency Agreement
are available for inspection by Bondholders at all reasonable times during normal business hours (being between
9:00 a.m. (Hong Kong time) to 3:00 p.m. (Hong Kong time) from Monday to Friday (other than public holidays))
at the principal office of the Trustee (being at the Issue Date at 80/F, International Commerce Centre, 1 Austin Road
West, Kowloon, Hong Kong)following prior written request and proof of holding and identity satisfactory to the
Trustee.

All capitalised terms that are not defined in these Conditions will have the meanings given to them in the Trust Deed.

1. Form, Specified Denomination and Title

The Bonds are issued in the specified denomination of CN'Y 1,000,000 and integral multiples of CNY 10,000
in excess thereof (the “Authorised Denomination”).

The Bonds are represented by registered certificates (“Certificates) and, save as provided in Condition
2(a) (Transfer), each Certificate shall represent the entire holding of Bonds by the same holder. Title to the
Bonds shall pass by transfer and registration in the register that the Issuer shall procure to be kept by the
Registrar at the specified office of the Registrar in accordance with the provisions of the Agency Agreement
(the “Register”). Except as ordered by a court of competent jurisdiction or as otherwise required by law,
the holder (as defined below) of any Bond shall be deemed to be and shall be treated as its absolute owner
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for all purposes whether or not it is overdue and regardless of any notice of ownership, trust or an interest
in it, any writing on the Certificate representing it or the theft or loss of such Certificate and no person shall
be liable for so treating the holder.

Upon issue, the Bonds will be represented by a global certificate (the “Global Certificate”) registered in
the name of a nominee of, and deposited with, a common depositary for Euroclear Bank SA/NV
(“Euroclear”) and Clearstream Banking S.A. (“Clearstream”) or any Alternative Clearing System (as
defined in the Global Certificate). The Conditions are modified by certain provisions contained in the
Global Certificate while any of the Bonds are represented by the Global Certificate. See “Summary of
Provisions relating to the Bonds in Global Form”.

Except in the limited circumstances described in the Global Certificate, owners of interests in Bonds
represented by the Global Certificate will not be entitled to receive definitive Certificates in respect of their
individual holdings of Bonds. The Bonds are not issuable in bearer form.

In these Conditions, “Bondholder” or “holder” in relation to a Bond means the person in whose name a
Bond is registered (or in the case of a joint holding, the first name thereof).

Transfers of Bonds

(@) Transfer: A holding of Bonds may, subject to Condition 2(d) (Closed Periods), be transferred in
whole or in part upon the surrender (at the specified office of the Registrar or any Transfer Agent)
of the Certificate(s) representing such Bonds to be transferred, together with the form of transfer
endorsed on such Certificate(s) (or another form of transfer substantially in the same form and
containing the same representations and certifications (if any), unless otherwise agreed by the
Issuer), duly completed and executed and any other evidence as the Registrar or such Transfer
Agent may reasonably require. In the case of a transfer of part only of a holding of Bonds
represented by one Certificate, a new Certificate shall be issued to the transferee in respect of the
part transferred and a further new Certificate in respect of the balance of the holding not transferred
shall be issued to the transferor; provided, however, that a Bond may not be transferred unless the
principal amount of Bonds transferred and (where not all of the Bonds held by a Bondholder are
being transferred) the principal amount of the balance of Bonds not transferred are Authorised
Denominations. In the case of a transfer of Bonds to a person who is already a holder of Bonds, a
new Certificate representing the enlarged holding shall only be issued against surrender of the
Certificate representing the existing holding. No transfer of title to a Bond will be valid unless and
until entered on the Register. All transfers of Bonds and entries on the Register will be made in
accordance with the detailed regulations concerning transfers of Bonds, the initial form of which
is scheduled to the Agency Agreement. The regulations may be changed by the Issuer, with the
prior written approval of the Registrar and the Trustee, or by the Registrar, with the prior written
approval of the Trustee. A copy of the current regulations will be made available (at the Issuer’s
expense) for inspection by the Registrar to any Bondholder following prior written request and
proof of holding and identity satisfactory to the Registrar at all reasonable times during normal
business hours (being between 9:00 a.m. (Hong Kong time) and 3:00 p.m. (Hong Kong time) from
Monday to Friday (other than public holidays)) at the specified office for the time being of the
Registrar.

Transfers of interests in the Bonds evidenced by the Global Certificate will be effected in
accordance with the rules of the relevant clearing systems.

(b) Delivery of New Certificates: Each new Certificate to be issued pursuant to Condition 2(a)
(Transfer) or this Condition 2(b) shall be available for delivery within seven business days of
receipt by the Registrar or, as the case may be, any Transfer Agent, of a duly completed and signed
form of transfer and surrender of the existing Certificate(s). Delivery of the new Certificate(s) shall
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(d)

be made at the specified office of the Transfer Agent or of the Registrar (as the case may be) to
whom delivery of such form of transfer and surrender of Certificate shall have been made or, at
the option of the holder making such delivery or surrender as aforesaid and as specified in the
relevant form of transfer or otherwise in writing, be mailed by uninsured post at the risk of the
holder entitled to the new Certificate to such address as may be so specified, unless such holder
requests in writing otherwise and pays in advance to the relevant Transfer Agent or the Registrar
(as the case may be) the costs of such other method of delivery and/or such insurance as it may
specify. In this Condition 2(b), “business day” means a day, other than a Saturday, Sunday or
public holiday, on which commercial banks are generally open for business in the place of the
specified office of the relevant Transfer Agent or the Registrar (as the case may be).

Except in the limited circumstances described in the Global Certificate, owners of interests in the
Bonds will not be entitled to receive physical delivery of Certificates.

Formalities Free of Charge: Certificates, on transfer, shall be issued and registered, without
charge to the relevant Bondholder, by or on behalf of the Issuer, the Registrar or any Transfer
Agent, but upon (i) payment (or the giving of such indemnity and/or security and/or pre-funding
as the Registrar or the relevant Transfer Agent may require) by the relevant holder of any taxes,
duties or other governmental charges that may be imposed or levied in relation to it , (ii) the
Registrar or the Transfer Agent being satisfied in its sole and absolute discretion with the
documents of title or identity of the person making the application and (iii) the Registrar or the
relevant Transfer Agent being satisfied that the regulations concerning transfer of Bonds have been
complied with.

Closed Periods: No Bondholder may require the transfer of a Bond to be registered (i) during the
period of 15 days ending on (and including) the due date for any payment of principal, premium
(if any) or interest in respect of that Bond or redemption of that Bond; (ii) during the period of 15
days prior to (and including) the date of redemption pursuant to Condition 6(b) (Redemption for
Taxation Reasons), (iil) during the period of seven days ending on (and including) any Record
Date (as defined in Condition 7(a)(ii) (Method of Payment); and (iv) after the exercise of the put
option in Condition 6(c) (Redemption for Relevant Events).

Guarantee and Status

(@

(b)

Guarantee: The Guarantor has unconditionally and irrevocably guaranteed the due payment of
all sums expressed to be payable by the Issuer under the Trust Deed and the Bonds. Its obligations
in that respect (the “Guarantee”) are contained in the Deed of Guarantee. The obligations of the
Guarantor under the Guarantee shall, save for such exceptions as may be provided by applicable
laws and regulations and subject to Condition 4(a), at all times rank at least equally with all its
other present and future unsecured and unsubordinated obligations.

Status: The Bonds constitute direct, unsubordinated, unconditional and (subject to Condition 4(a))
unsecured obligations of the Issuer and shall at all times rank pari passu and without any
preference among themselves. The payment obligations of the Issuer under the Bonds shall, save
for such exceptions as may be provided by applicable laws and regulations and subject to
Condition 4(a), at all times rank at least equally with all its other present and future unsecured and
unsubordinated obligations.
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Covenants

(@)

(b)

(©

(d)

Negative Pledge: So long as any Bond remains outstanding (as defined in the Trust Deed), neither
the Issuer nor the Guarantor shall, and each of the Issuer and the Guarantor shall procure that none
of their respective Subsidiaries will, create, or have outstanding, any mortgage, charge, lien, pledge
or other security interest, upon the whole or any part of its present or future undertaking, assets or
revenues (including any uncalled capital) to secure any Relevant Indebtedness or to secure any
guarantee or indemnity in respect of any Relevant Indebtedness, without at the same time or prior
thereto according to the Bonds (i) the same security as is created or subsisting to secure any such
Relevant Indebtedness, guarantee or indemnity or (ii) such other security as shall be approved by
an Extraordinary Resolution (as defined in the Trust Deed) of the Bondholders.

Notification to NDRC: The Issuer undertakes that it will (i) file or cause to be filed with the
NDRC the requisite information and documents regarding the issue of the Bonds within ten
Registration Business Days after the Issue Date in accordance with the Administrative Measures
for the Review and Registration of Medium- and Long-Term Foreign Debt of Enterprises
(National Development and Reform Commission Order No.56) {43 H £ I /ME % S il &
BRIRE) (R N RN R K R A& & & 258 56 9%) (the “NDRC Administrative
Measures”) issued by the NDRC and which came into effect on 10 February 2023 (the “NDRC
Post-issue Filing”), (ii) file or cause to be filed with the NDRC other requisite information and
documents in connection with the Bonds from time to time within the relevant prescribed
timeframes in accordance with the NDRC Administrative Measures and any implementation rules,
reports, certificates, approvals or guidelines as issued by the NDRC from time to time, and (iii)
comply with all applicable PRC laws and regulations in relation to the NDRC Post-issue Filing.

Undertaking relating to Foreign Debt Registration: The Issuer undertakes that it will (i)
within 15 Registration Business Days after the Issue Date, submit or cause to be submitted
to SAFE the requisite documents and information pursuant to the Administrative Measures for
Foreign Debt Registration ( { #ME &R0 E BEHHL) ), effective as of 13 May 2013 and as amended
on 4 May 2015 and its operating guidelines (the “Foreign Debt Registration”), (ii) use its
reasonable endeavours to complete the Foreign Debt Registration and obtain a registration
certificate or filing evidence (or any other document evidencing the completion of the Foreign
Debt Registration) from SAFE on or before the Registration Deadline and (iii) comply with all
applicable PRC laws and regulations in relation to the Bonds.

Notification of Submission of the NDRC Post-issue Filing and the Foreign Debt Registration:
The Issuer shall:

(1)  within 10 Registration Business Days after the submission of the NDRC Post-issue Filing,
(1) provide the Trustee with a certificate in English signed by an Authorised Signatory of
the Issuer confirming the completion of the NDRC Post-issue Filing and copies of the
relevant documents evidencing the submission of the NDRC Post-issue Filing, each
certified in English by an Authorised Signatory of the Issuer as a true and complete copy
of the original (together, the “NDRC Registration Documents”), and (ii) give notice to
the Bondholders (in accordance with Condition 16 (Nofices)) confirming the completion of
the submission of the NDRC Post-issue Filing; and

(i) on or before the Registration Deadline and within 15 Registration Business Days after the
receipt of the registration certificate or filing evidence (or any other document evidencing
the completion of the Foreign Debt Registration) from SAFE, provide the Trustee with (A)
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a certificate in English substantially in the form set out in the Trust Deed signed by an
Authorised Signatory of the Issuer confirming the completion of the Foreign Debt
Registration; and (B) copies of the relevant documents evidencing the completion of the
Foreign Debt Registration, each certified in English by an Authorised Signatory of the
Issuer as being a true and complete copy of the original (the items specified in (A) and (B)
of this Condition 4(d)(ii) together, the “SAFE Registration Documents” and together with
the NDRC Registration Documents, the “Registration Documents”). In addition, the
Issuer shall, within ten Registration Business Days after the SAFE Registration Documents
are provided to the Trustee, give notice substantially in the form set out in the Trust Deed
to the Bondholders (in accordance with Condition 16) confirming the completion of the
Foreign Debt Registration.

The Trustee may rely conclusively without investigation or verification or liability on the
Registration Documents and shall have no obligation or duty to monitor or ensure or to assist with
the NDRC Post-issue Filing and/or the Foreign Debt Registration and/or other post-issue filing or
reporting or to verify the accuracy, completeness, validity and/or genuineness of the Registration
Documents and/or any other documents in relation to or in connection with the NDRC Post-issue
Filing and/or the Foreign Debt Registration and/or other post-issue filing or reporting or any
translation thereof or to translate or procure the accuracy or completeness of any translation into
English of any such Registration Documents, certificate, confirmation or other document or to
give notice to the Bondholders confirming the completion of the NDRC Post-issue Filing and/or
the Foreign Debt Registration and/or other post-issue filing or reporting, and shall not be liable to
Bondholders, the Issuer, the Guarantor or any other person for not doing so.

Provision of Financial Information: So long as any Bond remains outstanding (as defined in the
Trust Deed), each of the Issuer and the Guarantor shall provide the Trustee with (A) a Compliance
Certificate (on which the Trustee may conclusively rely without investigation or verification and
without liability to any Bondholder or any other person as to such compliance) within 14 days of
a written request by the Trustee and at the time of provision of the Audited Financial Reports; (B)
a copy of the relevant Audited Financial Reports within 150 days of the end of each Relevant
Period prepared in accordance with the Accounting Standards for Business Enterprises in China
(audited by a nationally or internationally recognised firm of independent accountants); and (C) a
copy of the Unaudited Financial Reports within 90 days of the end of each Relevant Period
prepared on a basis consistent with the Audited Financial Reports, and in the case of (B) and (C),
if such reports shall be in the Chinese language, together with an English translation of the same
(at the cost of the Issuer or the Guarantor (as the case may be)) translated by (aa) a nationally or
internationally recognised firm of independent accountants or (bb) a professional translation
service provider and checked by a nationally or internationally recognised firm of independent
accountants, together with a certificate in English signed by an Authorised Signatory of the Issuer
or the Guarantor (as the case may be) certifying that such translation is complete and accurate.

The Trustee shall be entitled to rely conclusively without further enquiry or investigation upon
such Compliance Certificates of the Issuer or the Guarantor (as the case may be) given as
contemplated in this Condition 4 and in the Trust Deed and shall not be liable to any Bondholder
or any other person for so relying upon such certificates. The Trustee shall not be required to
review the Audited Financial Reports or the Unaudited Financial Reports or any other financial
report furnished or delivered to it as contemplated in this Condition 4 and, if the same shall not be
in the English language, shall not be required to request, obtain or arrange for an English language
translation of the same, and the Trustee shall not be liable to any Bondholder or any other person
for not doing any of the foregoing.
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Definitions: In these Conditions:

“Audited Financial Reports” means, for a Relevant Period, the annual audited consolidated
balance sheet, income statement, statement of cash flows and statement of changes in owners’
equity of the Issuer or the Guarantor (as the case may be) and its Subsidiaries together with any
statements, reports (including any directors’ and auditors’ reports) and notes attached to or
intended to be read with any of them;

“Authorised Signatory” means any director or any other officer of the Issuer or the Guarantor (as
the case may be), who has been duly authorised by the Issuer or the Guarantor (as the case may
be), to sign any certificate or document required in connection with the Bonds, the Trust Deed, the
Agency Agreement and (in the case of the Guarantor) the Deed of Guarantee on behalf of, and so
as to bind on, the Issuer or the Guarantor (as the case may be), and which the Issuer or the
Guarantor (as the case may be) has notified in writing to the Trustee and the Agents as provided
in the Agency Agreement;

“Compliance Certificate” means a certificate of the Issuer or the Guarantor (as the case may be)
in English in substantially the form scheduled to the Trust Deed signed by an Authorised Signatory
of the Issuer or the Guarantor (as the case may be) that, having made all reasonable enquiries, to
the best of the knowledge, information and belief of the Issuer or the Guarantor (as the case may
be) as at a date (the “Certification Date”) not more than five days before the date of the certificate:

(1) no Event of Default (as defined in Condition 9 (Events of Default)) or Potential Event of
Default or Relevant Event had occurred since the Certification Date of the last such certificate
or (if none) the date of the Trust Deed or, if such an event had occurred, giving details of it;
and

(i1) the Issuer or the Guarantor (as the case may be) has complied with all its obligations and
covenants under the Trust Deed, the Deed of Guarantee (in the case of the Guarantor), the
Agency Agreement and the Bonds (as the case may be), or if non-compliance had occurred,
giving details of it;

“NDRC” means the National Development and Reform Commission of the PRC or any relevant
local branch thereof;

“Person” means any individual, company, corporation, firm, partnership, joint venture,
association, organisation, state or agency of a state or other entity, whether or not having separate
legal personality;

“Potential Event of Default” means an event or circumstance which could with the giving of
notice, lapse of time, issue of a certificate and/or fulfilment of any other requirement provided for
in Condition 9 (Events of Default) become an Event of Default;

“PRC” means the People’s Republic of China, which shall for the purposes of these Conditions
only, exclude the Hong Kong Special Administrative Region of the People’s Republic of China,

the Macau Special Administrative Region of the People’s Republic of China and Taiwan;

“Registration Business Day” means a day, other than a Saturday, Sunday or public holiday, on
which commercial banks are generally open for business in Beijing, the PRC;
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“Registration Deadline” means the day falling 180 Registration Business Days after the Issue
Date;

“Relevant Indebtedness” means any indebtedness issued outside of the PRC which is in the form
of, or represented or evidenced by, bonds, notes, debentures, loan stock or other securities which
for the time being are, or are intended to be or capable of being, quoted, listed or dealt in or traded
on any stock exchange or over-the-counter or other securities market (which, for the avoidance of
doubt, shall not include any indebtedness under any transferrable loan facility, bilateral bank loan
or syndicated bank loan (including any drawing down of any existing credit line or facility));

“Relevant Period” means (i) in relation to the Audited Financial Reports, each period of twelve
months ending on the last day of the Issuer’s or, as the case may be, the Guarantor’s financial year
(being 31 December of that financial year); and (ii) in relation to the Unaudited Financial Reports,
each period of six months ending on the last day of the Issuer’s or, as the case may be, the
Guarantor’s first half financial year (being 30 June of that financial year);

“SAFE” means the State Administration of Foreign Exchange or its local branches.

a “Subsidiary” of any Person means (i) any company or other business entity of which that Person
owns or controls (either directly or through one or more other Subsidiaries) more than 50 per cent.
of the issued share capital or other ownership interest having ordinary voting power to elect
directors, managers or trustees of such company or other business entity, or (ii) any company or
other business entity which at any time has its accounts consolidated with those of that Person or
which, under the law, regulations or generally accepted accounting principles of the jurisdiction
of incorporation of such Person from time to time, should have its accounts consolidated with
those of that Person; and

“Unaudited Financial Reports” means, for a Relevant Period, the semi-annual unaudited and
unreviewed consolidated balance sheet, income statement, statement of cash flows and statement
of changes in owners’ equity of the Issuer or the Guarantor (as the case may be) together with any
statements, reports (including any directors’ reports, if any) and any notes attached to or intended
to be read with any of them (if any).

Interest

The Bonds bear interest on their outstanding principal amount from and including the Issue Date at the rate
of 6.3 per cent. per annum (the “Rate of Interest”), payable semi-annually in arrear in equal instalments
of CNY315.0 per Calculation Amount (as defined below) on 27 May and 27 November in each year (each
an “Interest Payment Date”’), commencing on 27 May 2026.

Each Bond will cease to bear interest from the due date for redemption unless, upon surrender of the
Certificate representing such Bond, payment of principal or premium (if any) is improperly withheld or
refused. In such event, it shall continue to bear interest at such rate (both before and after judgment) until
whichever is the earlier of (a) the day on which all sums due in respect of such Bond up to that day are
received by or on behalf of the relevant Bondholder, and (b) the day falling seven days after the Trustee or
the Principal Paying Agent has notified Bondholders of receipt of all sums due in respect of all the Bonds
up to that seventh day (except to the extent that there is failure in the subsequent payment to the relevant
holders under these Conditions).

If interest is required to be calculated for a period of less than a complete Interest Period, the relevant day-
count fraction will be determined on the basis of a 360-day year consisting of 12 months of 30 days each
and, in the case of an incomplete month, the number of days elapsed. In these Conditions, the period
beginning on and including the Issue Date and ending on but excluding the first Interest Payment Date and
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each successive period beginning on and including an Interest Payment Date and ending on but excluding
the next succeeding Interest Payment Date are each called an “Interest Period”.

Interest in respect of any Bond shall be calculated per CNY10,000 in principal amount of the Bonds (the
“Calculation Amount”). Interest shall, save as provided above in relation to equal instalments, be
calculated by applying the Rate of Interest to the Calculation Amount, multiplying the product by the
relevant day-count fraction, rounding the resulting figure to the nearest CNY0.01(CNY0.005 being rounded

upwards) and multiplying such rounded figure by a fraction equal to the Authorised Denomination of such
Bond divided by the Calculation Amount.

Redemption and Purchase

(@)

(b)

Final Redemption: Unless previously redeemed, or purchased and cancelled, the Bonds will be
redeemed at their principal amount on 27 November 2028. The Bonds may not be redeemed at the
option of the Issuer other than in accordance with this Condition 6.

Redemption for Taxation Reasons: The Bonds may be redeemed at the option of the Issuer in
whole, but not in part, at any time, on giving not less than 30 nor more than 60 days’ notice (a “Tax
Redemption Notice”) to the Bondholders in accordance with Condition 16 (Notices) (which shall
be irrevocable) and in writing to the Trustee and the Principal Paying Agent, at their principal
amount (together with interest accrued up to but excluding the date fixed for redemption), if the
Issuer or the Guarantor (as the case may be) satisfies the Trustee immediately prior to the giving of
such notice that (i) the Issuer (or, if the Guarantee was called, the Guarantor) has or will become
obliged to pay Additional Tax Amounts as provided or referred to in Condition 8 (Taxation) as a
result of any change in, or amendment to, the laws or regulations of the PRC or any political
subdivision or any authority thereof or therein having power to tax, or any change in the application
or official interpretation of such laws or regulations, which change or amendment becomes effective
on or after 20 November 2025, and (ii) such obligation cannot be avoided by the Issuer or the
Guarantor (as the case may be) taking reasonable measures available to it, provided that no Tax
Redemption Notice shall be given earlier than 90 days prior to the earliest date on which the Issuer
or the Guarantor (as the case may be) would be obliged to pay such Additional Tax Amounts were
a payment in respect of the Bonds (or the Guarantee, as the case may be) then due.

Prior to the giving of any Tax Redemption Notice pursuant to this Condition 6(b), the Issuer or the
Guarantor (as the case may be) shall deliver to the Trustee (A) a certificate in English signed by any
Authorised Signatory of the Issuer or the Guarantor (as the case may be) stating that the obligation
referred to in (i) above of this Condition 6(b) cannot be avoided by the Issuer or the Guarantor (as
the case may be) taking reasonable measures available to it and (B) an opinion, in form and substance
satisfactory to and addressed to the Trustee, of independent tax or legal advisers of recognised
standing to the effect that the Issuer or the Guarantor (as the case may be) has or will become obliged
to pay such Additional Tax Amounts as a result of such change or amendments. The Trustee shall
be entitled (but shall not be obliged) and without liability to any person for doing so, to accept and
rely conclusively without further enquiry or investigation upon such certificate and opinion as
sufficient evidence of the satisfaction of the conditions precedent set out in (i) and (ii) above of this
Condition 6(b), in which event they shall be conclusive and binding on the Bondholders.

Neither the Trustee nor any of the Agents shall be responsible for monitoring or taking any steps to
ascertain whether any of the circumstances mentioned in this Condition 6(b) has occurred or for
calculating or verifying the calculations of any amount payable under any notice of redemption
under this Condition 6(b) or any Put Exercise Notice under Condition 6(c) or have any duty to verify
the accuracy, validity and/or genuineness of any documents in relation thereto or in connection
therewith and none of them shall be liable to the Bondholders or any other person for not doing so.
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Redemption for Relevant Events: Following the occurrence of a Relevant Event, the holder of any
Bond will have the right, at such holder’s option, to require the Issuer to redeem all, but not some
only, of such holder’s Bonds on the Put Settlement Date (as defined below in this Condition 6(c)) at
101 per cent. of their principal amount, together with interest accrued up to, but excluding, the Put
Settlement Date. To exercise such right, the holder of the relevant Bond must deposit at the specified
office of any Paying Agent a duly completed and signed notice of redemption, substantially in the
form scheduled to the Agency Agreement, obtainable from the specified office of any Paying Agent
(a “Put Exercise Notice”), together with the Certificate evidencing the Bonds to be redeemed, by
(1) not later than 30 days following a Relevant Event (the “Initial Exercise Period”) or, (ii) if later,
within 30 days following the date upon which notice thereof is given to Bondholders by the Issuer
in accordance with Condition 16 (Notices) (the “Substituted Exercise Period”).

The “Put Settlement Date” shall be the fourteenth business day after the expiry of (i) the Initial
Exercise Period where the option is exercised during the Initial Exercise Period and the Substituted
Exercise Period does not commence before expiry of the Initial Exercise Period or (ii) in all other
circumstances, the Substituted Exercise Period.

A Put Exercise Notice, once delivered, shall be irrevocable and the Issuer shall redeem, on the Put
Settlement Date, the Bonds that are the subject of the Put Exercise Notices delivered as aforesaid.
Not later than 14 days (in the case of a Change of Control) or five days (in the case of a Non-
Registration Event) following the day on which the Issuer or the Guarantor becomes aware of the
occurrence of a Relevant Event, the Issuer or the Guarantor, as the case may be, shall procure that
notice regarding such Relevant Event shall be delivered to the Trustee and the Principal Paying
Agent in writing and to the Bondholders (in accordance with Condition 16 (Notices)) stating:

(i) the Put Settlement Date;

(i1) the date of the Change of Control or the Non-Registration Event;

(iii) the date by which the Put Exercise Notice must be given;

(iv) the redemption amount;

(v) the names and addresses of all Paying Agents;

(vi) the procedures that Bondholders must follow and the requirements that Bondholders must
satisfy in order to exercise their right to require redemption of the Bonds pursuant to this
Condition 6(c); and

(vii) that a Put Exercise Notice, once validly given, may not be withdrawn.

Unless it has received notice from the Issuer pursuant to this Condition 6(c), the Trustee shall

be entitled to assume that no Relevant Event has occurred. Neither the Agents nor the Trustee shall
be required to monitor or to take any steps to ascertain whether a Relevant Event or any event which
could lead to the occurrence of a Relevant Event has occurred or may occur, nor shall they be liable
to Bondholders, the Issuer, the Guarantor or any other person for not doing so. Neither the Agents
nor the Trustee shall have any obligation or duty to verify the accuracy, validity and/or genuineness
of any documents in relation to or in connection with a Relevant Event, nor shall they be liable to
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Bondholders, the Issuer, the Guarantor or any other person for not doing so. Neither the Agents nor
the Trustee shall be responsible for calculating or verifying any calculations of any amounts payable
under any notice of redemption or Put Exercise Notice, nor shall they be liable to Bondholders, the
Issuer, the Guarantor or any other person for not doing so.

So long as the Bonds are evidenced by the Global Certificate, the right of any Bondholder to redeem
its Bonds following the occurrence of a Relevant Event will be effected in accordance with the rules
and procedures for the time being of the relevant clearing systems.

Notice of Redemption: All Bonds in respect of which any notice of redemption is given under this
Condition 6 (Redemption and Purchase) shall be redeemed on the date specified in the Tax
Redemption Notice or, as the case may be, on the Put Settlement Date. If there is more than one
notice of redemption given in respect of any Bond (which shall include a Tax Redemption Notice
given by the Issuer or the Guarantor pursuant to Condition 6(b) (Redemption for Taxation Reasons)
and a Put Exercise Notice given by a Bondholder pursuant to Condition 6(c) (Redemption for
Relevant Events)), the notice given first in time shall prevail.

Purchase: the Issuer, the Guarantor or any of their respective Subsidiaries may at any time purchase
Bonds in the open market or otherwise at any price. The Bonds so purchased, while held by or on
behalf of the Issuer, the Guarantor or any such Subsidiary, shall not entitle such holder to vote at
any meetings of the Bondholders and shall not be deemed to be outstanding for certain purposes,
including without limitation for the purposes of calculating quorums at meetings of the Bondholders
and for the purposes of Conditions 9 (Events of Default), 12(a) (Meetings of Bondholders) and 13
(Enforcement).

Cancellation: All Certificates representing Bonds purchased by or on behalf of any of the Issuer,
the Guarantor or any of their respective Subsidiaries may be surrendered for cancellation to the
Registrar and, upon surrender thereof, all such Bonds and Certificates shall be cancelled forthwith.
Any Certificates so surrendered for cancellation may not be reissued or resold and the obligations
of the Issuer and the Guarantor in respect of any such Bonds shall be discharged.

Definitions: For the purposes of these Conditions:

a “Change of Control” occurs when:

@) the Guarantor ceases to directly or indirectly hold or own 100 per cent. of the issued share
capital of the Issuer; or

(i)  the People’s Government of Dafeng District ceases to directly or indirectly Control the
Guarantor; or

(i)  when the Guarantor consolidates with or mergers into or sells or transfers all or substantially
all of the Guarantor’s assets to any person or persons, acting together, other than any of the
Guarantor or any of its Subsidiaries.

“Control” means, with respect to a person (where applicable) (i) the ownership, acquisition or
control of no less than 70 per cent. of the voting rights of the issued share capital of such person,
whether obtained directly or indirectly or (ii) the possession, directly or indirectly, of the power to
nominate or designate no less than 70 per cent. of the members then in office of such person’s
board of directors or other governing body, whether obtained directly or indirectly, and whether
obtained by ownership of share capital, the possession of voting rights, contract or otherwise. For
the avoidance of doubt, a person is deemed to Control another person so long as it fulfils one of

57



(b)

the two foregoing requirements and the terms “Controlling” and “Controlled” have meanings
correlative to the foregoing;

“Non-Registration Event” occurs when the Registration Conditions are not complied with on or

before the Registration Deadline;

a “person” includes any individual, company, corporation, firm, enterprise, partnership, joint
venture, undertaking, association, organisation, trust, state or agency of state (in each case whether
or not being a separate legal entity);

“Registration Conditions” means the receipt by the Trustee of the SAFE Registration Documents
in accordance with Condition 4(d);

a “Relevant Event” means a Change of Control or a Non-Registration Event;

Payments

(@)

Method of Payment:

(1) Payments of principal, premium and interest (if any) shall be made (subject to surrender of
the relevant Certificates at the specified office of the Principal Paying Agent or any other
Paying Agent if no further payment falls to be made in respect of the Bonds represented by
such Certificates) in the manner provided in Condition 7(a)(ii) below.

(i) Interest on each Bond shall be paid on the due date for payment to the person shown on the
Register at the close of business on the fifth Payment Business Days before the due date for
payment thereof (the “Record Date”). Payments of interest on each Bond shall be made in
Renminbi by wire transfer to the registered account of the holder of such Bond. In this
Condition 7, the “registered account” of a Bondholder means the Renminbi account
maintained by or on behalf of it with a bank that processes payments in Renminbi, details of
which appear on the Register at the close of business on the Record Date.

(iii) If the amount of principal being paid upon surrender of the relevant Certificate is less than
the outstanding principal amount of such Certificate, the Registrar will annotate the Register
with the amount of principal so paid and will (if so requested in writing by the Issuer or a
Bondholder) issue a new Certificate with a principal amount equal to the remaining unpaid
outstanding principal amount. If the amount of premium (if any) or interest being paid is less
than the amount then due, the Registrar will annotate the Register with the amount of
premium (if any) or interest so paid.

So long as the Bonds are represented by the Global Certificate and the Global Certificate is held
on behalf of Euroclear and Clearstream or any Alternative Clearing System, each payment in
respect of the Global Certificate will be made to the person shown as the holder in the Register at
the close of business of the relevant clearing system on the Clearing System Business Day before
the due date for such payments, where “Clearing System Business Day” means a weekday
(Monday to Friday, inclusive) except 25 December and 1 January.

Payments Subject to Laws: Payments will be subject in all cases to (i) any fiscal or other laws and
regulations and directives applicable thereto in the place of payment, but without prejudice to the
provisions of Condition 8 and (ii) any withholding or deduction required pursuant to an agreement
described in Section 1471(b) of the U.S. Internal Revenue Code of 1986, as amended (the “Code”) or
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otherwise imposed pursuant to Sections 1471 through 1474 of the Code, any regulations or agreements
thereunder, any official interpretations thereof, or (without prejudice to the provisions of Condition 8) any
law implementing an intergovernmental approach thereto. No commission or expenses shall be charged
to the Bondholders in respect of such payments.

Payment Initiation: Payment instructions (for value on the due date, or if that is not a Payment Business
Day, for value on the first following day which is a Payment Business Day) will be initiated on the due
date for payment (or if the due date is not a Payment Business Day, the next succeeding Payment Business
Day) or, in the case of payments of principal and premium (if any) where the relevant Certificate has not
been surrendered at the specified office of any Transfer Agent or of the Registrar (if required to do so),
on the first Payment Business Day on which the Principal Paying Agent is open for business and on which
the relevant Certificate is surrendered.

Appointment of Agents: The Principal Paying Agent, the Registrar, and the Transfer Agent initially
appointed by the Issuer and the Guarantor and their respective specified offices are listed below. The
Agents, subject to the provisions of the Agency Agreement, act solely as agents of the Issuer and the
Guarantor and do not assume any obligation or relationship of agency or trust for or with any Bondholder.
The Issuer and the Guarantor reserve the right at any time with the prior written approval of the Trustee
to vary or terminate the appointment of the Principal Paying Agent, the Registrar or the Transfer Agent
and to appoint additional or other Agents, in each case in accordance with the Agency Agreement,
provided that the Issuer and the Guarantor shall at all times maintain (i) a Principal Paying Agent, (ii) a
Registrar, (iii) a Transfer Agent, and (iv) such other agents as may be required by the stock exchange on
which the Bonds may be listed, in each case as approved in writing by the Trustee.

Notice of any such termination or appointment or any change of any specified office of an Agent shall
promptly be given by the Issuer (failing whom, the Guarantor) to the Bondholders in accordance with
Condition 16 (Notices).

Delay in Payment: Bondholders will not be entitled to any interest or other payment for any delay after
the due date in receiving the amount due on a Bond if the due date for a payment is not a Payment Business
Day, or if the Bondholder is late in surrendering or cannot surrender its Certificate (if required to do so)
or if a transfer made in accordance with Condition 7(a) arrives in the registered account of the Bondholder
after the due date for payment.

Non-Payment Business Days: If any date for payment in respect of any Bond is not a Payment Business
Day, the holder shall not be entitled to payment until the next following Payment Business Day nor to any
interest or other sum in respect of such postponed payment. In this Condition 7, “Payment Business Day”
means a day (other than a Saturday, Sunday or public holiday) on which commercial banks and foreign
exchange markets are generally open for business and settlement of Renminbi payments in Hong Kong
and the place in which the specified office of the Registrar, the Transfer Agent or the Principal Paying
Agent is located, and in the case of presentation of a Certificate, (if surrender of the relevant Certificate is
required) the relevant place of presentation.

Taxation

All payments of principal, premium (if any) and interest by or on behalf of the Issuer or the Guarantor in
respect of the Bonds or under the Guarantee shall be made free and clear of, and without set-off or
counterclaim, and free and clear of, and without withholding or deduction for or on account of, any present
or future taxes, duties, assessments or governmental charges of whatever nature imposed, levied, collected,
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withheld or assessed by or within the PRC or any political subdivision or authority therein or thereof having
power to tax, unless such withholding or deduction is required by law.

Where such withholding or deduction is made by the Issuer or, as the case may be, the Guarantor by or
within the PRC at a rate up to and including the aggregate rate applicable on 20 November 2025 (the
“Applicable Rate”), the Issuer or, as the case may be, the Guarantor will increase the amounts paid by it
to the extent required, so that the net amount received by Bondholders equals the amounts which would
otherwise have been receivable by them had no such withholding or deduction been required.

In the event that any such PRC deduction or withholding in excess of the Applicable Rate is required, the
Issuer (or the Guarantor, as the case may be) shall pay such additional amounts (‘“Additional Tax
Amounts”) as will result in receipt by the Bondholders of such amounts as would have been received by
them had no such withholding or deduction been required, except that no Additional Tax Amounts shall be
payable in respect of any Bond (or the Guarantee, as the case may be):

(a) Other connection: held by or on behalf of a holder who is liable to such taxes, duties, assessments
or governmental charges in respect of such Bond by reason of his having some connection with
the PRC other than the mere holding of the Bond; or

(b) Surrender more than 30 days after the Relevant Date: in respect of which the Certificate
representing it is presented (where presentation is required) for payment more than 30 days after
the Relevant Date except to the extent that the holder of it would have been entitled to such
Additional Tax Amounts on surrendering the Certificate representing such Bond for payment on
the last day of such period of 30 days.

References in these Conditions to principal, premium (if any) and interest shall be deemed also to refer to
any Additional Tax Amounts which may be payable under this Condition 8 or any undertaking or covenant
given in addition thereto or in substitution therefor pursuant to the Trust Deed, the Deed of Guarantee and
the Bonds.

If the Issuer or the Guarantor becomes subject at any time to any taxing jurisdiction other than the
PRC, references in these Conditions to the PRC shall be construed as references to the PRC and/or
such other jurisdiction.

“Relevant Date” in respect of any Bond means the date on which payment in respect of it first becomes
due or (if any amount of the money payable is improperly withheld or refused) the date on which payment
in full of the amount outstanding is made or (if earlier) the date seven days after that on which notice is
duly given to the Bondholders that, upon further surrender of the Certificate representing such Bond being
made in accordance with these Conditions, such payment will be made, provided that payment is in fact
made upon such surrender.

Neither the Agents nor the Trustee shall in any event be responsible or liable for paying any tax, duty,
governmental charges, assessments, withholding, deduction or other payment referred to in this Condition
8 or otherwise in connection with the Bonds or for determining whether such amounts are payable or the
amount thereof, nor shall they be responsible or liable for any failure by the Issuer, the Guarantor, any
Bondholder or any person to pay such tax, duty, governmental charges, assessments, withholding,
deduction or other payment in any jurisdiction or to provide any notice or information in relation to the
Bonds to any person that would permit, enable or facilitate the payment of any principal, premium (if any),
interest or other amount under or in respect of the Bonds without deduction or withholding for or on account
of any tax, duty, governmental charge, assessments, withholding, deduction or other payment imposed by
or in any jurisdiction.
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Events of Default

If any of the following events (each an “Event of Default”) occurs, the Trustee at its sole and absolute
discretion may, and if so requested in writing by holders of at least 25 per cent. in aggregate principal
amount of the Bonds then outstanding or if so directed by an Extraordinary Resolution, shall (provided in
any such case that the Trustee shall have first been indemnified and/or secured and/or pre-funded to its
satisfaction), give notice to the Issuer and the Guarantor that the Bonds are, and they shall accordingly
become, immediately due and payable at their principal amount together (if applicable) with accrued but
unpaid interest.

(a)

(b)

(c)

(d)

(©

®

Non-Payment: there has been a failure to pay (i) the principal of or any premium (if any) of the
Bonds when due or (ii) interest on any of the Bonds when due and such failure continues for a
period of 14 days; or

Breach of Other Obligations: the Issuer or the Guarantor does not perform or comply with any
one or more of its other obligations under the Bonds, the Trust Deed, the Deed of Guarantee or the
Agency Agreement (other than where such default gives rise to a right of redemption pursuant to
Condition 6(c) (Redemption for Relevant Events)) and such default (i) is incapable of remedy or
(i1) if capable of remedy, remains unremedied for 30 days after notice of such default shall have
been given to the Issuer or the Guarantor (as the case may be), by the Trustee; or

Cross-Default: (i) any other present or future indebtedness of the Issuer or the Guarantor or any
of their respective Subsidiaries for or in respect of moneys borrowed or raised becomes (or
becomes capable of being declared) due and payable prior to its stated maturity by reason of any
actual or potential default, event of default or the like (howsoever described), or (ii) any such
indebtedness is not paid when due or, as the case may be, within any originally applicable grace
period, or (iii) the Issuer or the Guarantor or any of their respective Subsidiaries fails to pay when
due any amount payable by it under any present or future guarantee for, or indemnity in respect
of, any moneys borrowed or raised provided that the aggregate amount of the relevant
indebtedness, guarantees and indemnities in respect of which one or more of the events mentioned
above in this Condition 9(c) have occurred in aggregate equals or exceeds CNY200,000,000 or its
equivalent in any other currency (on the basis of the middle spot rate for the relevant currency
against the Renminbi as quoted by any leading bank on the day on which this Condition 9(c)
operates); or

Enforcement Proceedings: a distress, attachment, execution or other legal process is levied,
enforced or sued out on or against the whole or any material part of the property, assets or revenues
of the Issuer, the Guarantor or any of their respective Principal Subsidiaries and is not discharged
or stayed within 45 days; or

Security Enforced: any mortgage, charge, pledge, lien or other encumbrance, present or future,
created or assumed by the Issuer, the Guarantor or any of their respective Principal Subsidiaries
over the whole or any material part of the undertaking, assets and revenues of the Issuer, the
Guarantor or any of their respective Principal Subsidiaries becomes enforceable and any step is
taken to enforce it (including the taking of possession or the appointment of a receiver, manager
or other similar person) and is not discharged or stayed within 45 days; or

Insolvency: the Issuer, the Guarantor or any of their respective Principal Subsidiaries is (or is, or
could be, deemed by law or a court of competent jurisdiction to be) insolvent or bankrupt or unable
to pay its debts, stops, suspends or threatens to stop or suspend payment of all or any material part
of (or of a particular type of) its debts, proposes or makes a general assignment or an arrangement
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or composition with or for the benefit of the relevant creditors in respect of any of such debts or a
moratorium is agreed or declared in respect of or affecting all or any material part of (or all or any
material part of a particular type of) the debts of the Issuer, the Guarantor or any of their respective
Principal Subsidiaries; or

Winding-up: an order of any court of competent jurisdiction is made or an effective resolution is
passed for the winding-up or dissolution of the Issuer, the Guarantor or any of their respective
Principal Subsidiaries (save for a voluntary solvent winding-up of any Principal Subsidiary), or
the Issuer, the Guarantor or any of their respective Principal Subsidiaries ceases or threatens to
cease to carry on all or a substantial part of its business or operations, except (i) for the purpose of
and followed by a solvent winding-up or dissolution, reconstruction, amalgamation,
reorganisation, merger or consolidation (A) on terms approved by an Extraordinary Resolution of
the Bondholders, (B) in the case of a Principal Subsidiary, whereby the undertaking and assets of
such Principal Subsidiary are transferred to or otherwise vested in the Issuer, the Guarantor (as the
case may be) and/or another of their respective Subsidiaries, or (ii) a disposal of or by a Principal
Subsidiary to another person on an arm’s length basis where the proceeds resulting from such
disposal are transferred or vested in the Issuer or the Guarantor and/or another of their respective
Subsidiaries; or

Nationalisation: any step is taken by any person acting under the authority of any national,
regional or local government with a view to the seizure, compulsory acquisition, expropriation or
nationalisation of all or any material part of the assets of the Issuer, the Guarantor or any of their
respective Principal Subsidiaries or the Issuer, the Guarantor or any of their respective Subsidiaries
is prevented by any person from exercising normal control over all or any material part of their
respective undertakings, assets and revenues; or

Authorisation and Consents: any action, condition or thing (including the obtaining or effecting
of any necessary consent, approval, authorisation, exemption, filing, licence, order, recording or
registration) at any time required to be taken, fulfilled or done in order (i) to enable the Issuer or
the Guarantor lawfully to enter into, exercise its rights and perform and comply with its obligations
under the Bonds, the Trust Deed and the Deed of Guarantee, (ii) to ensure that those obligations
are legally binding and enforceable or (iii) to make the Bonds and the Trust Deed and the Deed of
Guarantee admissible in evidence in the courts of Hong Kong is not taken, fulfilled or done; or

Illegality: it is or will become unlawful for the Issuer or the Guarantor to perform or comply with
any one or more of its obligations under any of the Bonds and/or the Trust Deed and/or the Deed
of Guarantee; or

Unenforceability of Guarantee: any part of the Guarantee becomes unenforceable or invalid or
shall for any reason cease to be in full force and effect or is claimed to be unenforceable, invalid
or not in full force and effect by the Guarantor; or

Analogous Events: any event occurs which under the laws of any relevant jurisdiction has an
analogous effect to any of the events referred to in any of Condition 9(d) to Condition 9(k) (both
inclusive).

In this Condition 9, “Principal Subsidiary” means any Subsidiary of the Issuer or the Guarantor:

(i) whose revenue or (in the case of a Subsidiary which itself has Subsidiaries) consolidated revenue, as

shown by its latest audited income statement is at least five per cent. of the consolidated revenue as
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(i)

(i)

shown by the latest published audited consolidated income statement of the relevant company and its
Subsidiaries including, for the avoidance of doubt, the relevant company and its consolidated
Subsidiaries’ share of revenue of Subsidiaries not consolidated and of jointly controlled entities and
after adjustments for minority interests;

whose net profit or (in the case of a Subsidiary which itself has Subsidiaries) consolidated net profit,
as shown by its latest audited income statement is at least five per cent. of the consolidated net profit
as shown by the latest published audited consolidated income statement of the relevant company and
its Subsidiaries including, for the avoidance of doubt, the relevant company and its consolidated
Subsidiaries’ share of net profit of Subsidiaries not consolidated and of jointly controlled entities and
after adjustments for minority interests; or

whose total assets or (in the case of a Subsidiary which itself has Subsidiaries) consolidated total
assets, as shown by its latest audited balance sheet are at least five per cent. of the amount which
equals the amount included in the consolidated total assets of the relevant company and its
Subsidiaries as shown by the latest published audited consolidated balance sheet of the relevant
company and its Subsidiaries including, for the avoidance of doubt, the investment of the relevant
company in each Subsidiary whose accounts are not consolidated with the consolidated audited
accounts of the relevant company and after adjustment for minority interests;

provided that, in relation to paragraphs (i), (ii) and (iii) above of this definition:

(A) inthe case of a corporation or other business entity becoming a Subsidiary after the end of the
financial period to which the latest consolidated audited accounts of the relevant company
relate, the reference to the then latest consolidated audited accounts of the relevant company
for the purposes of the calculation above shall, until consolidated audited accounts of the
relevant company for the financial period in which the relevant corporation or other business
entity becomes a Subsidiary are published, be deemed to be a reference to the then latest
consolidated audited accounts of the relevant company adjusted to consolidate the latest
audited accounts (consolidated in the case of a Subsidiary which itself has Subsidiaries) of such
Subsidiary in such accounts;

(B) if at any relevant time in relation to the relevant company or any Subsidiary which itself has
Subsidiaries no consolidated accounts are prepared and audited, revenue, net profit or total
assets of the relevant company and/or any such Subsidiary shall be determined on the basis of
pro forma consolidated accounts prepared for this purpose by the relevant company;

(C)  if at any relevant time in relation to any Subsidiary, no accounts are audited, its revenue, net
profit or total assets (consolidated, if appropriate) shall be determined on the basis of pro forma
accounts (consolidated, if appropriate) of the relevant Subsidiary prepared for this purpose by
the relevant company; and

(D) if the accounts of any subsidiary (not being a Subsidiary referred to in proviso (i) above of this
definition) are not consolidated with those of the relevant company, then the determination of
whether or not such subsidiary is a Principal Subsidiary shall be based on a pro forma
consolidation of its accounts (consolidated, if appropriate) with the consolidated accounts
(determined on the basis of the foregoing) of the relevant company prepared for this purpose
by the relevant company; or
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(iv) to which is transferred the whole or substantially the whole of the assets of a Subsidiary which
immediately prior to such transfer was a Principal Subsidiary, the Principal Subsidiary which so
transfers its assets shall forthwith upon such transfer cease to be a Principal Subsidiary and the
Subsidiary to which the assets are so transferred shall become a Principal Subsidiary upon such
transfer but shall cease to be a Principal Subsidiary at the date on which the first published audited
accounts (consolidated, if appropriate) of the relevant company prepared as of a date later than such
transfer are issued unless such Subsidiary would continue to be a Principal Subsidiary on the basis of
such accounts by virtue of the provisions of paragraphs (i), (ii) or (iii) above of this definition.

A certificate in English (substantially in the form appended to the Trust Deed) signed by any
Authorised Signatory of the Issuer or the Guarantor that in its opinion a Subsidiary is or is not, or was
or was not, at any particular time or during any particular period a Principal Subsidiary may be relied
upon by the Trustee without liability and without further enquiry or evidence and shall, in the absence
of manifest error, be conclusive and binding on all parties and the Trustee shall be entitled to
conclusively rely upon each such certificate without further investigation or verification and without
liability to the Bondholders or any other person for such reliance.

Prescription

Claims against the Issuer and/or the Guarantor for payment in respect of the Bonds and/or the Guarantee
(as applicable) shall be prescribed and become void unless made within 10 years (in the case of principal
or premium (if any)) or five years (in the case of interest) from the appropriate Relevant Date in respect of
them.

Replacement of Certificates

If any Certificate is lost, stolen, mutilated, defaced or destroyed, it may be replaced, subject to applicable
laws, regulations or other relevant regulatory authority regulations, at the specified office of the Registrar
or any Transfer Agent, in each case on payment by the claimant of the fees and costs incurred in connection
therewith and on such terms as to evidence, security, pre-funding and indemnity and otherwise as the Issuer,
the Registrar or the relevant Transfer Agent may require. Mutilated or defaced Certificates must be
surrendered before replacements will be issued.

Meetings of Bondholders, Modification and Waiver

(a) Meetings of Bondholders: The Trust Deed contains provisions for convening meetings of the
Bondholders to consider matters affecting their interests, including without limitation the
sanctioning by Extraordinary Resolution of a modification of any of these Conditions or any
provisions of the Trust Deed, the Agency Agreement and/or the Deed of Guarantee. Such a
meeting may be convened by the Issuer, the Guarantor or the Trustee, and shall be convened by
the Trustee if so requested in writing by Bondholders holding not less than 10 per cent. in aggregate
principal amount of the Bonds for the time being outstanding and subject to it being indemnified
and/or secured and/or pre-funded to its satisfaction against any costs and expenses. The quorum
for any meeting convened to consider an Extraordinary Resolution will be two or more persons
holding or representing more than 50 per cent. in aggregate principal amount of the Bonds for the
time being outstanding, or at any adjourned meeting two or more persons being or representing
whatever the principal amount of the Bonds held or represented, unless the business of such
meeting includes consideration of certain proposals, inter alia, (i) to modify the maturity date of
the Bonds or the dates on which interest is payable in respect of the Bonds, (ii) to reduce or cancel
the principal amount of, any premium payable on redemption of, or interest on, the Bonds, (iii) to
change the currency of payment of the Bonds, (iv) to modify the provisions concerning the quorum
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required at any meeting of Bondholders or the majority required to pass an Extraordinary
Resolution, or (v) to modify or cancel the Deed of Guarantee (other than as provided in Condition
12(b)), in which case the necessary quorum will be two or more persons holding or representing
not less than 75 per cent., or at any adjourned meeting not less than 25 per cent., in aggregate
principal amount of the Bonds for the time being outstanding. Any Extraordinary Resolution duly
passed shall be binding on Bondholders (whether or not they were present at the meeting at which
such resolution was passed).

The Trust Deed provides that a resolution (i) in writing or (ii) by way of electronic consents
through the relevant clearing systems, in each case signed or given by or on behalf of the holders
of not less than 90 per cent. in aggregate principal amount of the Bonds for the time being
outstanding shall for all purposes be as valid and effective as an Extraordinary Resolution passed
at a meeting of Bondholders duly convened and held. Such a resolution in writing may be
contained in one document or several documents in the same form, each signed by one or more
Bondholders. A resolution passed in writing and/or by electronic consent will be binding on all
Bondholders whether or not they participated in such written resolution and/or the electronic
consent.

(b) Modification of these Conditions, Trust Deed, Agency Agreement and the Deed of Guarantee
: The Trustee may (but shall not be obliged to) agree, without the consent of the Bondholders, to
(1) any modification of any of these Conditions or any of the provisions of the Trust Deed, the
Agency Agreement or the Deed of Guarantee that is, in its opinion, of a formal, minor or technical
nature or is made to correct a manifest error or to comply with any mandatory provision of law,
and (ii) any other modification (except as mentioned in the Trust Deed), and any waiver or
authorisation of any breach or proposed breach, of any of these Conditions or any of the provisions
of the Trust Deed, the Agency Agreement or the Deed of Guarantee that is, in the opinion of the
Trustee, not materially prejudicial to the interests of the Bondholders. Any such modification,
authorisation or waiver shall be binding on the Bondholders and, unless the Trustee otherwise
agrees, each such modification, authorisation or waiver shall be notified by the Issuer, failing
whom the Guarantor, to the Bondholders in accordance with Condition 16 (Notices) as soon as
practicable. The Trustee may request, and may conclusively rely without further enquiry or
investigation and without liability upon, any certificate in English signed by an Authorised
Signatory of the Issuer or of the Guarantor and/or an opinion of counsel concerning compliance
with the above conditions in respect of any such modification, authorisation or waiver.

(c) Entitlement of the Trustee: In connection with the performance and exercise of its functions,
rights, powers and/or discretions (including but not limited to those referred to in this Condition
12), the Trustee shall have regard to the interests of the Bondholders as a class and shall not have
regard to the interests of, or be responsible or liable for the consequences of such exercise for
individual Bondholders and the Trustee shall not be entitled to require on behalf of any
Bondholder, nor shall any Bondholder be entitled to claim, from the Trustee any indemnification
or payment in respect of any tax consequence of any such exercise upon individual Bondholders.

13. Enforcement

The Trustee may, at its sole and absolute discretion and without further notice, take any such steps and/or
actions and/or institute such proceedings against the Issuer and/or the Guarantor as it may think fit to
enforce the terms of the Trust Deed, the Deed of Guarantee, the Agency Agreement and/or the Bonds,
and/or take action (including legal action) to protect or preserve the rights and interests of the Bondholders,
but it need not take any such steps and/or actions and/or institute any such proceedings unless: (a) it shall
have been so directed by an Extraordinary Resolution or so requested in writing by Bondholders holding
at least 25 per cent. in aggregate principal amount of the Bonds then outstanding, (b) it shall have been
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indemnified and/or secured and/or pre-funded to its satisfaction. No Bondholder may proceed directly
against the Issuer or the Guarantor unless the Trustee, having become bound so to proceed, fails to do so
within a reasonable time and such failure is continuing.

The Trustee may refrain from taking any action in any jurisdiction if the taking of such action in that
jurisdiction would, in its opinion based upon legal advice in the relevant jurisdiction, be contrary to any
law of that jurisdiction. Furthermore, the Trustee may also refrain from taking such action if it would
otherwise render it liable to any person in that jurisdiction or if, in its opinion based upon such legal
advice, it would not have the power to do the relevant thing in that jurisdiction by virtue of any applicable
law in that jurisdiction or if it is determined by any court or other competent authority in that jurisdiction
that it does not have such power.

14. Indemnification of the Trustee

Under the Trust Deed, the Trustee is entitled to be indemnified and/or secured and/or pre-funded to its
satisfaction and to be relieved from responsibility in certain circumstances, including without limitation,
provisions relieving it from taking any steps and/or actions and/or instituting any proceedings to enforce
its rights under the Bonds, the Deed of Guarantee, the Trust Deed, the Agency Agreement and/or these
Conditions and in respect of the Bonds and payment or taking other steps and/or actions and/or instituting
other proceedings unless first indemnified and/or secured and/or pre-funded to its satisfaction, and to be
paid or reimbursed its fees, costs, expenses, indemnity payments, liabilities and other amounts in priority
to the claims of the Bondholders. In addition, the Trustee and its affiliates are entitled to (i) enter into
business transactions with the Issuer, the Guarantor and/or any entity related (directly or indirectly) to the
Issuer and/or the Guarantor without accounting for any profit, (ii) to act as trustee for the bondholders of
any other securities issued by or relating to, the Issuer, the Guarantor and any entity related to the Issuer
or the Guarantor; (iii) to exercise and enforce its rights, comply with its obligations and perform its duties
under or in relation to any such transactions or, as the case may be, any such trusteeship without regard
to the interests of, or consequences for, the Bondholders and (iv) to retain any profit made or any other
amount or benefit received thereby or in connection therewith without accounting for such profits.

The Trustee and the Agents may rely conclusively without further enquiry or investigation and without
liability to Bondholders, the Issuer, the Guarantor or any other person on any report, confirmation,
information or certificate from or any opinion or advice of any accountants, auditors, lawyers, valuers,
auctioneers, surveyors, brokers, financial advisers, financial institution or any other expert, whether or not
addressed to them and whether their liability in relation thereto is limited (by its terms or by any
engagement letter relating thereto entered into by the Trustee or any other person or in any other manner)
by reference to a monetary cap, methodology or otherwise. The Trustee may accept and shall be entitled
to rely without further enquiry or investigation conclusively on any such report, confirmation,
information, certificate, opinion or advice and, in such event, such report, confirmation, information,
certificate, opinion or advice shall be binding on the Issuer, the Guarantor and the Bondholders. Neither
the Trustee nor the Agents shall be responsible or liable to the Issuer, the Guarantor, the Bondholders or
any other person for any loss occasioned by acting on or refraining from acting on such report,
information, confirmation, certificate, opinion or advice.

None of the Trustee or the Agents shall have any obligation to monitor compliance with the provisions of
the Trust Deed, the Agency Agreement, the Deed of Guarantee or these Conditions, or ascertain whether
an Event of Default, a Potential Event of Default or a Relevant Event or any event which could lead to
the occurrence of an Event of Default, a Potential Event of Default or a Relevant Event has occurred, nor
shall they be liable to the Issuer, the Guarantor, the Bondholders or any other person for not doing so.

Whenever the Trustee is required or entitled by the terms of the Trust Deed, the Agency Agreement, the
Deed of Guarantee or these Conditions to exercise any discretion or power, take or refrain from taking
any action, make any decision or give any direction or certification, the Trustee is entitled, prior to its
exercising any such discretion or power, taking or refraining from taking any such action, making any

66



such decision, or giving any such direction, to seek directions or clarification from the Bondholders by
way of an Extraordinary Resolution or given as otherwise contemplated or permitted by the Trust Deed
and/or the Bonds, and to be indemnified and/or secured and/or pre-funded to its satisfaction against all
actions, proceedings, claims and demands to which it may be or become liable and all costs, charges,
damages, expenses (including but not limited to legal expenses) and liabilities which may be incurred by
it in connection therewith, and the Trustee shall not be responsible for any loss or liability incurred by the
Issuer, the Guarantor or the Bondholders or any other person as a result of any delay in it exercising such
discretion or power, taking or refraining from taking such action, making such decision, or giving such
direction or certification where the Trustee is seeking such directions or clarification from Bondholders
or in the event that no such directions or clarification are received by the Trustee.

None of the Trustee or any Agent shall be liable to any Bondholder, the Issuer, the Guarantor or any other
person for any action taken by the Trustee or such Agent in accordance with the instructions, direction,
request or resolution of the Bondholders. The Trustee shall be entitled to rely conclusively without further
enquiry or investigation on any instructions, direction, request or resolution of Bondholders given by
Bondholders holding the requisite principal amount of Bonds outstanding or passed at a meeting of
Bondholders convened and held in accordance with the Trust Deed or passed as otherwise provided in the
Trust Deed.

None of the Trustee or any of the Agents shall be responsible or liable for the performance by the Issuer,
the Guarantor and any other person appointed by the Issuer or the Guarantor in relation to the Bonds of
the duties and obligations on their part expressed in respect of the same, and, unless it has written notice
from the Issuer to the contrary, the Trustee and each Agent shall be entitled to assume that the same are
being duly performed.

Each Bondholder shall be solely responsible for making and continuing to make its own independent
appraisal and investigation into the financial condition, creditworthiness, condition, affairs, status and
nature of the Issuer, the Guarantor and their respective Subsidiaries, and the Trustee shall not at any time
have any responsibility for the same and each Bondholder shall not rely on the Trustee in respect thereof.

15. Further Issues

The Issuer may from time to time without the consent of the Bondholders create and issue further bonds
having the same terms and conditions as the Bonds in all respects (or in all respects except for the issue
date and the first payment of interest on them and the timing for complying with the requirements set out
in these Conditions in relation to the making of the NDRC Post-issue Filing and the Foreign Debt
Registration the corresponding notification to the Trustee and the Bondholders thereof) and so that such
further issue shall be consolidated and form a single series with the outstanding Bonds. References in
these Conditions to the Bonds include (unless the context requires otherwise) any further bonds issued
pursuant to this Condition 15. Any further bonds consolidated and forming a single series with the
outstanding Bonds shall be constituted by a deed supplemental to the Trust Deed and be guaranteed by
the Guarantor pursuant to a deed supplemental to the Deed of Guarantee or an additional deed of
guarantee. However, such further bonds may only be issued if such supplemental documents are executed
and further opinions are obtained as the Trustee may require, as further set out in the Trust Deed.

16. Notices

Notices to the holders of Bonds shall be valid if mailed to them at the Issuer’s (failing whom the
Guarantor’s) expense at their respective addresses in the Register and deemed to have been given on the
fourth weekday (being a day other than a Saturday or a Sunday or a public holiday) after the date of
mailing. The Issuer, failing whom the Guarantor, shall also ensure that notices are duly published in a
manner that complies with the rules and regulations of any stock exchange or other relevant authority on
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17.

18.

which the Bonds are for the time being listed. Any such notice shall be deemed to have been given on the
date of such publication or, if published more than once, on the first date on which publication is made.

So long as the Bonds are represented by the Global Certificate and the Global Certificate is held on behalf
of Euroclear or Clearstream or any Alternative Clearing System, notices to the Bondholders shall be
validly given by the delivery of the relevant notice to Euroclear or Clearstream or the Alternative Clearing
System, for communication by it to entitled accountholders in substitution for notification as required by
the Conditions and shall be deemed to have been given at the time of delivery to the relevant clearing
system(s).

Contracts (Rights of Third Parties) Ordinance

No person shall have any right to enforce any term or condition of the Bonds, the Trust Deed, the Agency
Agreement or the Deed of Guarantee under the Contracts (Rights of Third Parties) Ordinance (Cap. 623)
but this shall not affect any right or remedy which exists or is available apart from such Ordinance and is
without prejudice to the rights of the Bondholders as set out in Condition 13.

Governing Law and Jurisdiction

(a) Governing Law: The Bonds, the Trust Deed, the Agency Agreement, the Deed of Guarantee and
any non-contractual obligations arising out of or in connection with them, are all governed by, and
shall be construed in accordance with, Hong Kong law.

(b) Jurisdiction: The courts of Hong Kong are to have exclusive jurisdiction to settle any disputes
that may arise out of or in connection with the Bonds, the Trust Deed, the Agency Agreement and
the Deed of Guarantee and accordingly any legal action or proceedings arising out of or in
connection with any Bonds, the Trust Deed, the Agency Agreement or the Deed of Guarantee
(“Proceedings™) may be brought in such courts. Each of the Issuer and the Guarantor has in the
Trust Deed irrevocably submitted to the exclusive jurisdiction of such courts and waived any
objection to Proceedings in any such courts whether on the ground of venue or on the ground that
the Proceedings have been brought in an inconvenient forum.

(c) Agent for Service of Process: Each of the Issuer and the Guarantor has irrevocably appointed
The Law Debenture Corporation (H.K.) Limited at its office (currently at Suite 1301, Ruttonjee
House, Ruttonjee Centre, 11 Duddell Street, Central, Hong Kong) as its authorised agent to receive
service of process in any Proceedings in Hong Kong based on any of the Bonds, the Trust Deed,
the Agency Agreement or the Deed of Guarantee. Such service shall be deemed completed on
delivery to such process agent (whether or not it is forwarded to and received by the Issuer (or the
Guarantor, as the case may be)). If for any reason such agent shall cease to be such agent for
service of process, the Issuer and the Guarantor shall forthwith appoint a new agent for service of
process in Hong Kong and shall deliver to the Trustee a copy of the agent’s acceptance of that
appointment within 30 days of such cessation. Nothing herein shall affect the right to serve process
in any other manner permitted by law.

(d) Waiver of Immunity: Each of the Issuer and the Guarantor has waived any right to claim
sovereign or other immunity from jurisdiction or execution and any similar defence, and has
irrevocably consented to the giving of any relief or the issue of any process, including, without
limitation, the making, enforcement or execution against any property whatsoever (irrespective of
its use or intended use) of any order or judgment made or given in connection with any
Proceedings.
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USE OF PROCEEDS

The gross proceeds from the offering of the Bonds will be CNY500,000,000. Such proceeds, after deducting
commissions and other expenses payable in connection with the offering of the Bonds, are expected to used for the
Group’s project construction and the replenishment of its working capital in accordance with the NDRC Certificate

and the Green Finance Framework.
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GREEN FINANCE FRAMEWORK

The Group has developed the Green Finance Framework to demonstrate how it intends to enter into green financing
transaction. The Framework has received a “second party opinion” from each Lianhe Green Development Company
Limited.

For the avoidance of doubt, references made to “Group” within this section are to the Garantor and its subsidiaries
only.

I. Introduction of the Group

Yancheng Dafeng Xiecheng Industrial Development Co., Ltd. established in April 2014, the group is indirectly
wholly-owned by the Dafeng District Government. Playing a pivotal role in the urban construction and development
of Dafeng District, the company primarily engages in business of infrastructure construction, property sales,
commodity trading, gas and power supply services, property leasing, sewage treatment and other businesses.

The group principal business segment contains infrastructure construction, property sales, commodity trading and
so on. The infrastructure construction is primarily undertaken by its wholly-owned subsidiaries, Yancheng Dafeng
District Wancheng Engineering Project Management Co., Ltd. and Yancheng Dafeng District Guangsha
Development and Construction Co., Ltd. The Group serves various parties for their infrastructure construction needs.
The property sales business of the group primarily consists of undertaking resettlement housing projects. Such
projects include reconstruction and redevelopment of real estate properties. The commodity trading business of the
Group is carried out by the group and Nanjing Fengye New Energy Technology Co., Ltd. The commodities being
traded by the group primarily include coal and metal ores, etc.. Other business mainly include gas and power supply,
property leasing, sewage treatment, property management business, advertisement business and other businesses. In
the future, as the advantages of the group’s multi-faceted business model being realised, such diversified business
lines will provide the group with more stable cashflow and revenue sources.

II. Green Finance Framework

The Framework has been developed to demonstrate how the Group and its affiliates intend to enter into the Green
Finance Transactions ("GFT") to fund projects that will deliver environmental benefits to support the Group's
business strategy and vision. Fundraising will include bonds, loans and other debt instruments, and GFT with
structures tailored to contribute to green development by application of the proceeds to Eligible Projects as defined
in the Framework.

e  With respect to bonds, bonds issued under GFF will be in alignment with the Green Bond Principles (GBP)
2025! released by International Capital Market Association (ICMA) or the Climate Bonds Standard V4.3?
issued by Climate Bonds Initiative (CBI)?, or the Green Finance Endorsed Projects Catalogue (2025 Edition)?®
jointly announced by the People's Bank of China (PBOC), the National Financial Regulatory Administration
(NFRA) and the China Securities Regulatory Commission (CSRC) or as they may be subsequently amended.

!'In alignment with ICMA Green Bond Principles, June 2025, https://www.icmagroup.org/sustainable-finance/the-
principles-guidelines-and-handbooks/green-bond-principles-gbp/

2 In alignment with the Climate Bond Standard V4.3,
https://www.climatebonds.net/files/documents/CBI_Standard V4.3 FINAL 2025-08-20-102147 gbqn.pdf

3 In  alignment with the Green Finance Endorsed Projects Catalogue (2025  Edition),

http://www.pbc.gov.cn/goutongjiaoliu/113456/113469/5779612/index.html
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e  With respect to loans, loans issued under GFF will be in alignment with the Green Loan Principles ("GLP")
2025* released by Asia Pacific Loan Market Association (“APLMA”), the Loan Market Association (“LMA”)
and the Loan Syndications and Trading Association (“LSTA”)or as they may be subsequently amended.

e  Other forms of financing may conform to other green finance principles as may have been established at the

time of such financing transaction being undertaken.

In aligning with the above principles and guidelines, the Group's GFF is presented through the GBP's/GLP's four

core components as well as its recommendation for external review:

1) Use of Proceeds

2) Process for Project Evaluation and Selection
3) Management of Proceeds

4) Reporting

5) External Review

Bond(s) issued under the Framework may take the form of public transactions or private placements, in bearer or
registered format, and may take the form of senior unsecured or subordinated issuances. Such bonds and loans
entered into under the Framework will be standard recourse-to-the-issuer obligations and investors will not bear the
credit risk of the underlying allocated eligible asset exposures.

GFTs may be done in any jurisdiction and market reflecting the Group's current and future business needs.

II1. Use of Proceeds

The Group will allocate an amount at least equivalent to the net proceeds of the Green Financing Instruments issued
under the Framework to finance and/or re-finance, in whole or in part, projects which meet the eligibility criteria of

the following Eligible Green Project categories ("Eligible Green Projects"), as defined as below.

A maximum 3-year look-back period would apply for refinanced projects and the Group is committed to fully
allocate the net proceeds of each issuance under the Framework within 24 months from issuance/borrowing.

1) Eligible Green Projects Categories and Description/Condition of Eligible Green Projects

. . Description/Condition of Eligible Green
Projects Categories

UNSDG Alignment

12 =0 * Investments and expenditures in projects Pollution  prevention  and

ORI that prevent and reduce waste and pollution, control

w such as but not limited to

v Construction, upgrading, and operation

Eligible Green
Environmental Objective

Projects

Pollution of facilities for the safe treatment,
Prevention and recycling, and disposal of solid waste,
Control including landfills for hazardous wastes

listed on the National Hazardous Waste
List;

4 In alignment with LMA Green Loan Principles, March 2025, https://www.lsta.org/content/green-loan-principles/
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http://www.lsta.org/content/green-loan-principles/

v' Projects that promote the recycling and
reuse of construction and demolition
waste, industrial by-products, and other
solid wastes into secondary raw

materials (e.g., recycled aggregates).

Energy
Efficiency

* Increase energy efficiency and reduce
building and facility energy consumption by
at least 15 per cent. by investing in and
spending on projects such as, but not limited
to:

v" In the design and construction process,
in accordance with the requirements of
"Intelligent Building Design Standards
(GB/T 50314-2015)", adopt timely and
feasible intelligent technology to realize
the functions of saving resources and
optimizing  environmental  quality
management, including but not limited
to effective utilization and management
of renewable energy based on building
equipment monitoring systems,
Building Information Modeling (BIM)
technology, etc.; or

v' Install energy-efficient equipment,
replace and/or maintain  existing
equipment  to reduce energy
consumption or avoid greenhouse gas
emissions, including but not limited to
smart metering systems, high-efficiency
HVAC systems, etc. Relevant products

should comply with the current national

standards  "Energy-saving  Design
Standards  for Public  Buildings"
(GB50189-2015), "Energy-saving

Domestic Water Appliances" (CJ/T164-
2014) and other standards; or

v' Renovation of green lighting, using
LED lamps, high/low pressure sodium
lamps, metal halide lamps, tri-color
double-ended straight fluorescent lamps
(Type TS, T9), etc., as well as the use of
natural light sources, intelligent lighting
control systems, etc. Relevant lighting
products should meet the first-level
energy efficiency requirements of
relevant national and/or regional energy

efficiency standards; or

Climate change mitigation
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v' Energy Conservation and
Environmentally-friendly = Renovation
of Existing Buildings: Technical
indicators of the building meet relevant
national or local energy conservation
standards for existing buildings and
relevant requirements for energy-saving
renovation activities of building energy
systems after renovation. Renovation,
operation and purchase of the existing
buildings which have obtained relevant
national green building star-level within
the validity period; and the renovation,
operation and purchase of existing
buildings that have reached the national-
relevant green building star-level within
the validity period after renovation. For
example, the building technology
complies with technological standards
such as the "Statistical Standard for
Civil Buildings" (GB 50352), the
"Standard for Energy-Saving in Public
Buildings" (GB 50189) and the
"Standard for the Evaluation of Green
Retrofit of Existing Buildings" (GBT
51141).

Green Buildings * Buildings must meet regionally, nationally, Climate change mitigation
or internationally recognized green building

INDUSTRY, INNOVATION 1 1 1 1
e standards or certifications, including but not

limited to the following:
& v China Green Building Evaluation Label

(2 stars or above)

v U.S. Leadership in Energy and
Environmental Design (LEED) (Gold or
above)

v" Hong Kong BEAM (Gold or above)

v' Building  Research  Establishment
Environmental =~ Assessment Method
(BREEAM) (Very Good or above)

Any other green building certification with

the same standard as the above

2) Exclusion Criteria

The Group commits that any activities, assets and technologies related to the below will be excluded from

Eligible Green Projects:
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e activities that violate national laws, regulations or international conventions and agreements, or are subject
to international bans;

e production or trade in arms and ammunition;

e production or trade in alcoholic beverages (other than beer and wine);

e production or trade in tobacco;

e gambling, casinos and equivalent businesses;

e  production or trade in radioactive materials (radioactive sources considered insignificant and/or adequately
shielded, such as quality control equipment, are not covered);

e production or activities involving harmful or exploitative forms of forced labor or harmful child labor.

IV. Project Evaluation and Selection

The overall principle includes two parts as follows.

1) Select national and regional key green projects with a certain scale effect or demonstration effect.

2) Adhere to the principle of diversification in the selection of project types and regions.

Specific screening criteria: two-tier green project screening mechanism

Eligible green projects will be selected according to above eligibility criteria.

Stage 1 Evaluation Procedure:

Review and select green projects preliminarily in accordance with the Green Bond Principles (GBP) 2025 released
by International Capital Market Association (ICMA), or the Climate Bonds Standard V4.3 issued by Climate Bonds
Initiative (CBI), or the Green Finance Endorsed Projects Catalogue (2025 Edition) jointly announced by the People's
Bank of China (PBOC), the National Financial Regulatory Administration (NFRA) and the China Securities
Regulatory Commission (CSRC).

Stage 2 Evaluation Procedure:

Further review and confirm on the green projects based on the direct and indirect environmental KPis.

1) Direct environmental KPis: environmental KPis disclosed in the supporting documents for the projects, which
are expected to be quantitative.

2) Indirect environmental KPis:
i According to the supporting documents for the projects, energy-saving technologies or producing
methods have been adopted in the projects.
ii. The projects are in line with the policies and initiatives on the sustainable development at low carbon

emissions, energy-savings and emissions reduction in the national or international markets.

Accountability Mechanisms for the Group's Green Finance

The Group's Green Finance Working Group ("GFWG") is responsible for the management of this GFF and the
compliance of all financing instruments issued under the Framework. The GFWG consists of executive members of
the Group and senior representatives from the following departments, including:
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Finance and Capital Department
Financing Management Department

Project Management Department

The GFWG may be supplemented from time to time, or expanded, by the inclusion of representatives from other

relevant teams.

The GFWG will:

Meet at least two times each year to select and evaluate green projects to invest in for the current year and the
next year

Ratify Eligible Green Projects, which are initially proposed by the constituent team members

Undertake regular monitoring of the asset pool to ensure the eligibility of Green Projects with the criteria set
out in the Group's GFF Section 1, Use of Proceeds, whilst replacing any ineligible Green Projects with eligible
new Green Projects

Ensure that projects comply with the Group's Environmental Risk Management framework as well as applicable
local governmental regulations and ensure that projects no longer meeting the selection criteria detailed in the
Framework will be removed and/or substituted on a best efforts basis throughout the life of the bond/loan
Ensure that the proceeds of bonds/loans will be periodically adjusted to match allocation to eligible projects
made during that period

Facilitate regular reporting on any GFT in alignment with our Reporting commitments

Manage any future updates to the Framework

Ensure that the approval of Eligible Green Projects will follow the Group's existing credit/loan/investment

approval processes

V. Management of Proceeds

The proceeds of each of the Group's GFT can be managed through using a designated account or keeping a GFT

Register. Under the GFT Register method, the proceeds will be deposited in the general funding accounts, and

earmarked for allocation towards the Eligible Green Projects. The Group will maintain a GFT Register to track the

use of proceeds for the GFT. Green Finance Allocation Register will be established to ensure and monitor the

allocation of green finance proceeds.

The Register will contain, for each GFT launched, information including:

1.

GFT Details: ISIN (if applicable), Pricing Date, Maturity Date and etc.

2. Eligible Green Project Allocation List: Information including:

e The Eligible Projects List, including for each Eligible Project, the Eligible Green Project category, project
description, project location, Group's ownership percentage, total project cost, amount allocated, settled
currency, etc.

e  Amount of unallocated Proceeds.

Management of the unallocated proceeds
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It is the Group's intention to deploy proceeds of each of the Group's GFT to Eligible Green Projects within a 2-year
period. If part of the proceeds cannot be allocated to Eligible Green Projects at the moment, the Group can deposit
the unallocated proceeds into the designated account for the green bond, or invest the unallocated proceeds into
qualified money market products or debt instruments according to the relevant rules and regulations set out by the
competent authorities.

V. Reporting

The Group will provide information on the allocation of the net proceeds of its Green Financing Instruments in a
Green Finance Report. Such information will be provided on an annual basis until all the net proceeds have been
allocated. According to the market needs, the information may contain the following details:

1) List of Eligible Green projects

2) The amount of Proceeds allocated to each Eligible Green Project category

3) When possible, descriptions of the Eligible Green Projects financed, such as project locations, amount
allocated, etc.

4) Selected examples of projects financed

5) Percentage of financing vs. refinancing

6) Amount of unallocated Proceeds

Furthermore, the Group will confirm that the use of proceeds of the GFT conforms to this GFF and that report on a

timely basis if any material development until full allocation.

Impact Reporting

The Group will provide reporting on the environmental benefits of the Eligible Green Projects potentially with the

following environmental impact indicators. In addition, calculation methodologies and key assumptions will be

disclosed.
Pollution Prevention and e Annual absolute (gross) amount of waste that is separated and/or
Control collected, and treated (including composted) or disposed of (in tonnes

p-a. and in % of total waste)

Energy Efficiency e  Amount of energy saved (in MWh)

e Annual energy efficiency improvement in percentage

Green Buildings e The number and type of green building certifications obtained

e  Obtained certification level

The allocation and impact reporting mentioned above will be disclosed to the Group's stakeholders.

VII. External Review

Pre-issuance:

The Group has engaged CCX Green Finance International Limited (“CCXGFI”) to provide a second party opinion
on the Green Finance Framework to review and confirm its alignment with the GBP and GLP. CCXGFI has
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reviewed the Green Finance Framework and on November 18, 2025 provided its Second Party Opinion. The
objective of the Second Party Opinion is to provide investors with an independent assessment. The Second Party
Opinion is a statement of opinion, not a statement of fact. No representation or assurance is given by the Issuer and
the Joint Lead Managers as to the suitability or reliability of the Second Party Opinion or any opinion or certification
of any third party made available in connection with the Bonds issued as Green Bonds. The Second-Party Opinion
together with the Green Finance Framework will be published on the Group’s website. Neither the Green Finance
Framework nor the Second Party Opinion is incorporated into this Offering Circular and neither the Green Finance

Framework nor the Second Party Opinion forms part of this Offering Circular.
Post-issuance:
An independent third party may be engaged to review and verify the internal tracking and allocation of funds from

the GFTs to Eligible Green Projects, as well as the Eligible Projects expected and actual impact that is disclosed in
the Annual Reporting.
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CAPITALISATION AND INDEBTEDNESS

The following table sets forth the consolidated capitalisation and indebtedness of the Issuer as at 31 December
2024 and as adjusted to give effect to the issue of the Bonds to be issued before deducting commissions and other
fees expenses payable by the Issuer in connection with the offering of the Bonds. The following table should be
read in conjunction with the Issuer’s Audited Financial Statements and the related notes included elsewhere in this
Offering Circular.

As at 31 December 2024

Actual As Adjusted
(RMB) (RMB)
(audited) (unaudited)
(in million)
Current indebtedness
Short-term borrowings............ceceecvevenennen 458.15 458.15
Non-current liabilities maturing within
ONE YEAT ..veenrenrenieniereesteseeeneeneeeeneeeennas 2,721.13 2,721.13

Other current liabilities.............ccoevuevennee. 636.83 636.83
Total current indebtedness .........cccoeeunee 3816.11 3816.11
Non-current indebtedness
Long-term borrowings..........cccecvevevennene. 2,548.61 2,548.61
Long-term payables..........ccoceeveeveverennene 2,740.59 2,740.59
Bonds to be issued..........cccoorvereriernnne, - 500.00
Total non-current indebtedness ............. 5,289.20 5,789.20
Total indebtedness®...... 9,105.31 9,605.31
Total owners’ equity...... 6,490.54 6,490.54
Total capitalisation® 15,595.85 16,095.85

Notes:

(1)  This amount represents the aggregate principal amount of the Bonds to be issued, before deducting commissionsand
other estimated expenses payable in connection with the offering of the Bonds.

(2)  Total indebtedness equals the sum of current indebtedness and non-current indebtedness.
(3)  Total capitalisation represents the sum of total indebtedness and total owners’ equity.

As at 31 December 2024, the total indebtedness of the Issuer amounted to approximately RMB9,105.31 million.
Since 31 December 2024, the Issuer continued utilising external financing in the ordinary course of business to
finance its operation. The Issuer may, from time to time, enter into bank loans and other financing arrangements
and issue debt securities in the capital market in the ordinary course of business to finance its operations and to

refinance existing debt.

Except as otherwise disclosed in this Offering Circular, there has been no material adverse change in the Issuer’s

consolidated capitalisation and indebtedness since 31 December 2024.
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The following table sets forth the consolidated capitalisation and indebtedness of the Guarantor as at 31 December

2024 and as adjusted to give effect to the issue of the Bonds to be issued before deducting commissions and other

fees expenses payable by the Guarantor in connection with the offering of the Bonds. The following table should

be read in conjunction with the Guarantor’s Audited Pro Forma Financial Statements and the related notes

included elsewhere in this Offering Circular.

Current indebtedness
Short-term borrowings............ceecevereereeene

Non-current liabilities maturing within
ONE VAT ....eevveinirencnieienecreerenccnennes

Other current liabilities.............cccoeeevvenn.
Total current indebtedness .........ccceee..

Non-current indebtedness
Long-term borrowings........c.cccceeeecevecnene
Long-term payables.........c.cccceveruecruccnnens

Bonds to be issued®...........cccooovevernnnnne.

Total non-current indebtedness ............
Total indebtedness®........coeerererererererenes

Total owners’ equUity......ccceceeueeuccccseennes

Total capitalisation® ..........ccceveeeeerneenns

Notes:

M

2
3)

As at 31 December 2024

Actual As Adjusted
(RMB) (RMB)
(audited) (unaudited)

(in million)

7,755.79 7,755.79
14,978.88 14,978.88
791.45 791.45
23,526.12 23,526.12
14,556.50 14,556.50
5,424.30 5,424.30
- 500.00
19,980.80 20,480.80
43,506.92 44,006.92
37,920.44 37,920.44
81,427.36 81,927.36

This amount represents the aggregate principal amount of the Bonds to be issued, before deducting commissions

and other estimated expenses payable in connection with the offering of the Bonds.

Total indebtedness equals the sum of current indebtedness and non-current indebtedness.
Total capitalisation represents the sum of total indebtedness and total owners’ equity.

As at 31 December 2024, the total indebtedness of the Guarantor amounted to approximately RMB43,506.93

million. Since 31 December 2024, the Guarantor continued utilising external financing in the ordinary course of

business to finance its operation. The Guarantor may, from time to time, enter into bank loans and other financing

arrangements and issue debt securities in the capital market in the ordinary course of business to finance its

operations and to refinance existing debt.

Except as otherwise disclosed in this Offering Circular, there has been no material adverse change in the

Guarantor’s consolidated capitalisation and indebtedness since 31 December 2024.
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DESCRIPTION OF THE ISSUER

OVERVIEW OF THE ISSUER

Established in April 2014, the Issuer is indirectly wholly-owned by the Guarantor, which is directly and wholly
owned by the Dafeng District Government. Playing a pivotal role in the urban construction and development of
Dafeng District, the Issuer primarily engages in business of infrastructure construction, property sales, commodity
trading, gas and power supply services, property leasing, sewage treatment and other businesses.

The Issuer Group’s principal business segments are as follows:

Infrastructure construction. The infrastructure construction business of the Issuer is primarily undertaken by
its wholly-owned subsidiaries, Wancheng Engineering and Guangxia Development. The Issuer Group serves
various parties for their infrastructure construction needs. Such parties include the Yancheng City Dafeng
District Urban Construction Headquarters and other relevant governmental bodies. The above-mentioned
parties may sign construction commission agreements and other agreements with the Issuer Group, which is
mainly responsible for the infrastructure construction and development within Dafeng District in Yancheng
City, including but are not limited to the engineering and construction of roads, bridges, squares, tap water
pipe network, rainwater and sewage pipe network, greening, street lamps, electric power facilities, etc..

Property sales. The property sales business of the Issuer primarily consists of undertaking resettlement
housing projects. Such projects include reconstruction and redevelopment of real estate properties. By selling
redeveloped properties to resettlement households, the Issuer Group is able to maintain a healthy cashflow as
the related receivables can be secured stably. The development projects of resettlement housing in Dafeng
District of Yancheng City is primarily undertaken by Zhencheng Construction, a wholly-owned subsidiary of
the Issuer, and the resettlement housing construction and sales are carried out according to the resettlement
plan of Dafeng District. Zhencheng Construction possesses Grade II qualification for real estate development.

Commodity trading. The commodity trading business of the Issuer Group is carried out by the Issuer and
Nanjing Fengye. The commodities being traded by the Issuer primarily include coal and metal ores, etc.. The
Issuer mainly procures coal from coal mines and large regional procurers in Shandong, Shanxi, Zhejiang and
other provinces and its downstream customers are mainly power plants and large-scale energy enterprises.
Nanjing Fengye mainly procures methanol from foreign methanol traders designated by downstream
customers.

Gas and power supply services. The power supply business of the Issuer Group is primarily carried out by the
Issuer, which owns three photovoltaic power generation projects. The Issuer leases out photovoltaic power
generation equipment and auxiliary shed charging piles, and the income generated from the power supply
business is relatively humble. The gas supply business of the Issuer Group is carried out by Nanjing Fengye.

Property leasing. The property leasing business of the Issuer Group primarily consists of rental income
generated from leasing out its properties to external parties. As the Issuer’s self-operated projects gradually
being completed and put into use, the Issuer expects to possess much more high-quality properties which can
be leased out for an income. As a bonus to the Issuer’s existing income, the property leasing business is likely
to provide the Issuer with a stable income in the future.

Sewage treatment. The sewage treatment business of the Issuer Group is primarily carried out by its subsidiary,
Hucheng Sewage. The self-operated sewage treatment projects of the Issuer Group are mainly sewage
treatment projects in Shanghai and Jiangsu agglomeration area.

Other businesses. Other businesses of the Issuer mainly include property management business, advertisement
business and other businesses. In the future, as the advantages of the Issuer’s multi-faceted business model
being realised, such diversified business lines will provide the Issuer with more stable cashflow and revenue
sources.

RECENT DEVELOPMENTS OF THE ISSUER

Performance of the Issuer as at and for the six months ended 30 June 2025

As at the date of the Offering Circular, the Issuer has prepared an unaudited consolidated financial information of
the Issuer as at and for the six months ended 30 June 2025 (the “Issuer’s 2025 Interim Financial Statements”).
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The Issuer’s 2025 Interim Financial Statements have not been audited or reviewed by the independent auditors
of the Issuer Group, or any other independent accountants, and maybe subject to adjustments if audited and
reviewed.

For the six months ended 30 June 2025, as compared to the same period in the preceding year, the Issuer Group
experienced an increase in revenue primarily due to the centralised settlement resulting from the completion of
certain projects. The Issuer Group experienced an increase in operating cost primarily due to an increase in costs
resulting from the expansion of the operating scale. The Issuer Group experienced an increase in operating profits
and net profits primarily due to the centralised settlement resulting from the completion of certain projects. As at 30
June 2025, the Issuer Group’s total assets and total liabilities decreased as compared to the balance as at 31 December
2024 primarily due to the repayment for part of the financial lease borrowing.

Potential investors should note, in particular, that the financial information in the Issuer’s 2025 Interim Financial
Statements may differ from future audited or reviewed information and the Issuer’s 2025 Interim Financial
Statements should not be relied upon by potential investors to provide the same quality of information associated
with information that has been subject to an audit or review. The Issuer’s 2025 Interim Financial Statements should
not be taken as an indication of the financial condition or results of operations of the Issuer for the full financial year
ending 31 December 2025. The Issuer’s 2025 Interim Financial Statements do not constitute part of this Offering
Circular. See “Risk Factors— Risks relating to the Group and its business - Investors should not place any reliance
on financial information which is unreviewed or unaudited’. As such, the Issuer’s 2025 Interim Financial Statements
has not been set out in detail in this Offering Circular and does not form part of this Offering Circular and potential
investors should not rely on such financial information in their evaluation of the financial condition of the Issuer and
in making their investment decisions. The aforementioned financial information as at and for six months ended 30
June 2025 are not necessarily indicative of the results that may be expected for the year ending 31 December 2025
or any period thereafter. Consequently, potential investors must exercise caution when using such data to evaluate
the Issuer’s financial condition and results of operations.

None of the Joint Lead Managers, the Trustee or the Agents nor any of their respective directors, officers, employees,
representatives, agents, advisers, affiliates and any person who controls any of them makes any representation or
warranty, express or implied, regarding the accuracy of the Issuer’s 2025 Interim Financial Statements or the
sufficiency of such financial information for an assessment of the Issuer’s financial condition and results of
operation.
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ISSUER GROUP STRUCTURE

The following chart presents a simplified corporate structure showing the shareholder and principal subsidiaries of
the Issuer Group as at the date of this Offering Circular.

People’s Government of Dafeng District of Yancheng

(L K I\ BT )

100%

Yancheng Dafeng Urban Development Investment Holding
Group Co., Ltd.
R T K I 3 717 3 FRe B 3 PR AR B A BR A D)

(Guarantor )

100% Yancheng Dafeng District Guangsha Development and
Construction Co., Ltd.

L, i K I ) e A PR A D)

v 100%

Yancheng Dafeng District Urban Construction Group Co.,

Ltd.
(I i K S I SR T A AR A R A )

100% R
100% Yancheng Dafeng Zhencheng Construction Co., Ltd.

CBR T 8 6L e A IR A 7))

Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.
(IR T K SR R B TR A R A )

(Issuer)

65% .
Nanjing Fengye New Energy Technology Co., Ltd.

(5 8 BT REVR B A IR 22 A))

51% Yancheng Dafeng Huifengcai Development and Construction
Co., Ltd.
CERHRTH K M1 o P S R A PR~ )

HISTORY AND DEVELOPMENT

In April 2014, the Issuer (formerly known as Dafeng Xiecheng Industrial Development Co., Ltd. (K 2 17553k &
S4B A IR A ) was established by Dafeng City Urban Construction State-owned Assets Operation Co., Ltd. (
KETWEHE G EKLEHRAF) (renamed as Yancheng Dafeng District Urban Construction State-owned
Assets Operation Co., Ltd. (E#Ik i A 8 5 55 (A & E KL AR A ) in May 2016 and currently known as
Yancheng Dafeng District Urban Construction Group Co., Ltd. (%3 7 K 2[5 3 5 8 iR 45 [ A IR A ])) with an
initial registered capital of RMB100.00 million. As at the date of this Offering Circular, the Issuer has a registered
capital of RMB1,000.00 million and is wholly-owned by the Dafeng District Government.

The table below sets forth the historical milestones in the Issuer’s development:

Year Milestone Event

April 2014 The Issuer was established by Dafeng City Urban Construction State-owned Assets
Operation Co., Ltd. (K5 T Ik 2 B A & E 42 A R A F]) (renamed as Yancheng
Dafeng District Urban Construction State-owned Assets Operation Co., Ltd. (Ei3 i K
WA S EKZHRAF) in May 2016 and currently known as Yancheng
Dafeng District Urban Construction Group Co., Ltd. (¥ 7 8 % 38 i @ i EHFH
PR 22 7)) with an initial registered capital of RMB100.00 million.

September 2015 The Issuer changed its registered name from Dafeng Xiecheng Industrial Development
Co., Ltd. (KE AWM E X ER AR AA]) to Yancheng Dafeng Xiecheng Industrial
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Development Co., Ltd. (LR 17 2 [ 6 2 3t T AT 24 ),
December 2023 The registered capital of the Issuer was increased from RMB100.00 million to
RMB1,000.00 million.

RELATIONSHIP WITH THE DAFENG DISTRICT GOVERNMENT

The Issuer is indirectly wholly-owned by the Dafeng District Government. As a state-owned enterprise based in
Dafeng District, Yancheng City, the Issuer Group has extensive connections with the Dafeng District Government
and other entities controlled by them. The Issuer Group has also received various assets and capital injections,
subsidies and other grants and tax incentives from the Dafeng District Government and other entities controlled by
it.

Notwithstanding the Issuer’s extensive relationships with the Dafeng District Government and other entities
controlled by it, the Issuer is not part of, and is operationally and financially separated from, the Dafeng District
Government. Its functions and departments are separate from those of, and do not share any premises with, the
Dafeng District Government. The director, supervisor and the senior management of the Issuer are not government
officers. The Issuer has its own budget and financial reporting system and its assets and liabilities are separate from
those of the Dafeng District Government. The Dafeng District Government as the ultimate equity holder of the
Issuer is only responsible for the liability of the Issuer up to the limit of its equity contribution to the Issuer. Neither
the Dafeng District Government nor any other PRC governmental entity has any payment or other obligations
under the Bonds or the Trust Deed and they will not provide guarantee of any kind for the Bonds. The Bondholders
do not have any recourse against the Dafeng District Government or any other PRC governmental entity in respect
of any obligation arising out of or in connection with the Bonds or the Trust Deed. The Bonds are solely to be repaid
by the Issuer, and the obligations of the Issuer under the Bonds or the Trust Deed shall solely be fulfilled by the Issuer
as an independent legal person. This position has been reinforced by Circular 23 and Circular 706. However, neither
of these Circulars prohibits the PRC government from providing support (in various forms including capital
injection and subsidies, but excluding injecting any kind of public assets and land reserves as the Issuer Group’s
assets) to the Issuer Group in its ordinary course of business in compliance with PRC laws and regulations. The
detailed description of the relationships between the Issuer and the Dafeng District Government in this Offering
Circular does not imply in any way any explicit or implicit credit support of the Dafeng District Government in
respect of the Bonds, the repayment of which remains the sole responsibility of the Issuer. See also the risk factors
entitled “A reduction or discontinuance of government support could materially and adversely affect the Group’s
business, financial condition, results of operations and prospects” and “The shareholder may exert significant
influence on the Group, and could cause the Group to make decisions or modify the scope of its operations, or
impose new obligations on the Group, which may not be in the Group’s best interests or may not maximise the
Group’s profits” in the section entitled “Risk Factors — Risks relating to the Group and Its Business”.

DESCRIPTION OF THE ISSUER GROUP’S BUSINESS
Overview

The Issuer Group has developed a diversified business portfolio covering infrastructure construction, property
sales, commodity trading, gas and power supply services, property leasing, sewage treatment and other businesses.

The following table sets out a breakdown by business segment of the Issuer Group’s total operating income for the
years ended 31 December 2022, 2023 and 2024:

For the year ended 31 December

2022 2023 2024
Amount per cent. of Amount per cent. of Amount per cent. of
total total total
(RMB in (RMB in (RMB in
millions) (per cent.) millions) (per cent.) millions) (per cent.)
Infrastructure construction 252.13 26.41 264.26 27.69 252.34 26.44
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Property sales 428.13 44.85 127.87 13.40 208.96 21.89

Commodity trading 135.21 14.17 371.44 38.91 72.52 7.60
Gas and power supply services 137.03 14.36 153.23 16.05 272.47 28.55
Property leasing 0 0 0.85 0.09 4.33 0.45
Sewage treatment 1.63 0.17 13.23 1.39 11.40 1.19
Others 0.37 0.04 5.96 0.62 2.17 0.23
Total operating income 954.50 100.00 936.86 100.0 824.19 100.0

Infrastructure Construction
Overview

The infrastructure construction business of the Issuer is primarily undertaken by its wholly-owned subsidiaries,
Wancheng Engineering and Guangxia Development. The Issuer Group serves various parties for their infrastructure
construction needs. Such parties include the Yancheng City Dafeng District Urban Construction Headquarters and
other relevant governmental bodies. The above-mentioned parties may sign construction commission agreements
and other agreements with the Issuer Group, which is mainly responsible for the infrastructure construction and
development within Dafeng District in Yancheng City, including but are not limited to the engineering and
construction of roads, bridges, squares, tap water pipe network, rainwater and sewage pipe network, greening, street
lamps, electric power facilities, etc..

During the infrastructure construction project period, the Issuer Group is responsible for project quality, investment,
progress control, financing and loan repayment, to satisfy the funding and timely loan repayment requirements.
After the completion of the projects, the Issuer Group shall organise the completion acceptance inspection and
conduct the handover procedures with the commissioning parties within the specified time for the qualified
projects. For any project, the commissioning party would usually confirm the final contractual amount as the
Project Investment adding a certain proportion, usually being 5 to 25 per cet. of the Project Investment, and the
undertaking entity would record the income according to a settlement confirmation memorandum..

Project Description

Completed Projects

The following table sets forth particulars of the Issuer Group’s certain material completed infrastructure
construction projects as at 31 December 2024:

Construction Collectio Planned  Cumulative Proposed Collectio
Project period n period investment investment collection n
(RMB in (RMB in (R_%B in (R;‘Z{B in
millions) millions) millions) - millions)
Chengxi Market 2012- 2020-
(RPE=%) 2022 2028 726 726 871 310
Sewage Pipe Network Maintenance
Project 2017- 2020-
(5K ERAEBIEH) 2019 2026 478 570 574 136
Maoyou Education Service Center of
Dafeng District 2021- 2019-
ORI P A AR o) 2023 2028 1,100 1,150 1,320 -
Renovation and Upgrading of the
Former Xinfeng Middle School 2021 2023-
(OB S B OE 3T 2022 2026 200 192 240 -
Total 2,504 2,638 3,005 446
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Projects under Construction

As at 31 December 2024, the Issuer Group had one infrastructure construction project, being Rural Housing
Improvement Project in Dafeng District (%3, 7 K '8 1% = J5 243% TF%), under construction with an estimated total
investment of approximately RMB2,600 million and total investment of RMB2,663 million. Such project includes
land reclamation and infrastructure such as water supply and drainage, roads, as well as other public service
facilities

Projects under Planning

As at 31 December 2024, the Issuer Group has no infrastructure construction projects under planning.
Property sales
Overview

The property sales business of the Issuer primarily consists of undertaking resettlement housing projects. Such
projects include reconstruction and redevelopment of real estate properties. By selling redeveloped properties to
resettlement households, the Issuer Group is able to maintain a healthy cashflow as the related receivables can be
secured stably. The development projects of resettlement housing in Dafeng District of Yancheng City is primarily
undertaken by Zhencheng Construction, a wholly-owned subsidiary of the Issuer, and the resettlement housing
construction and sales are carried out according to the resettlement plan of Dafeng District. Zhencheng Construction
possesses Grade I qualification for real estate development.

The Issuer Group uses self-raised funds to bid for resettlement housing land and carries out construction accordingly.
The Issuer Group carries out targeted sales to resettlement households eligible for resettlement housing purchase after
the completion of the resettlement housing projects. The Issuer Group and the resettlement households shall sign the
commodity house purchase and sales contracts, and the price of the resettlement house shall be determined by the
relevant government departments according to the resettlement housing land price. If the price of the resettlement house
exceeds the resettlement compensation received by the corresponding resettlement households, the resettlement
households shall bear and pay the difference themselves, and the Issuer Group shall issue value-added tax invoices to
the resettlement households.

Project Description

Completed Projects

As at 31 December 2024, for the completed resettlement housing projects of the Issuer Group, the total sellable
area is 352,100 square meters, the sold area is 135,200 square meters, the confirmed income is RMB733 million,
and the collection amount is RMB392 million. The following table sets forth particulars of the Issuer Group’s
certain material completed projects as at 31 December 2024:

Planned Confirmed Collection
Project Sellable area Sold area investment income amount
(square
(square meters) meters) (RMB in millions) (RMB in millions) (RMB in millions)
Dehui Garden
(HE AN 26,100 22,400 51 66 54
Xindongyuan Residential Area
G N 21,100 17,100 38 44 36
Jingshang Mingcheng
Resettlement Housing Project
G A3 R B TR H) 155,200 80,000 760 532 302
Kangxin Yayuan Resettlement
Housing Project
(R R D THH) 149,700 15,700 720 91 0
Total
352,100 135,200 1,569 733 392

Projects under Construction
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As at 31 December 2024, the Issuer Group mainly has 2 resettlement housing projects under construction, with a
planned investment of RMB3,650 million and a cumulative investment of RMB1,420 million. The following table
sets forth particulars of the Issuer Group’s certain material projects that are under construction as at 31 December
2024:

Planned Cumulative

Project investment investment Sellable area

(RMB in millions) (RMB in millions) (square meters)
Dehui Garden Phase II Affordable Housing
(P8 AL — I ORERLDT) 1,050 609 159,800
Second Phase Resettlement Housing Project of Runfu
Garden
(& e =2 B Ta ) 2,600 811 265,000
Total 3,650 1,420 424,800

Projects under Planning
As at 31 December 2024, the Issuer Group has no planned resettlement housing projects.
Commodity trading

The commodity trading business of the Issuer Group is carried out by the Issuer and Nanjing Fengye. The
commodities being traded by the Issuer primarily include coal and metal ores, etc.. The Issuer mainly procures coal
from coal mines and large regional procurers in Shandong, Shanxi, Zhejiang and other provinces and its
downstream customers are mainly power plants and large-scale energy enterprises. Nanjing Fengye mainly
procures methanol from foreign methanol traders designated by downstream customers.

The Issuer Group’s commodity trading business bases its procurement and inventories demand on actual sales
orders. According to the procure demand from downstream customers, the Issuer Group procures commodities
from raw material suppliers, and the suppliers deliver commodities directly to downstream customers. The Issuer
Group does not undertake warehousing and logistics work.

The table below sets forth the major customers of the Issuer Group’s commodity trading operating income for the
year ended 31 December 2024:

Major commodities
provided to the Issuer

Major customers Group Amount of purchase
Nantong Xinao VEHICLE Gas Development Co., Ltd.

(FAIEHT L RS A FD) Natural gas 118.14
Jiangsu Huagang Dingcheng Gas Co., Ltd.

(LH BRI H IR AR Natural gas 91.88
Yan Cheng Xin Cheng Xin Ao Gas Company Limited

(LT BRI R A R) Sulfur 25.12
Jiangsu Binfa Energy Development Co., Ltd.

(LINER REIR K A BRA D) Natural gas 2333
Yancheng Zhongmao Energy Co., Ltd.

G INREIRA R AR Natural gas 12.76
Total 271.23

The table below sets forth the major suppliers of the Issuer Group’s commodity trading operating income for the
year ended 31 December 2024:

Major commodities

provided by the Issuer Sales amount
Major suppliers Group (RMB in millions)
Taixing Xinao Coal.gas. Co., Ltd.
(FREH R AR AR Natural gas 111.85
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Shandong Ningxing Energy Co., Ltd. (11 R T X AE0HA

FRAF]) Natural gas 69.29
Yan Cheng Xin Cheng Xin Ao Gas Company Limited

(ERIHTIHT BU A PR AT Natural gas 31.93
Yancheng Dafeng Zecheng Trading Development Co.,

Ltd.

(BRI R X IR  2 K AT IR A 7)) Sulfur 25.00
Jiangsu Xinao Clean Energy Co., Ltd.

(LI H BIEE R A PR A F) Natural gas 17.30
Total 255.37

Gas and power supply services

The power supply business of the Issuer Group is primarily carried out by the Issuer, which owns three photovoltaic
power generation projects. The Issuer leases out photovoltaic power generation equipment and auxiliary shed
charging piles, and the income generated from the power supply business is relatively humble. The gas supply
business of the Issuer Group is carried out by Nanjing Fengye. Natural gas is procured from Jiangsu Natural Gas
Co., Ltd. ({L#R & RIARAB PR 7)), a subsidiary of Jiangsu Guoxin Investment Group Limited (YL#£% 815 4 &
A FRA 7)), and natural gas is sold to natural gas consumption entities with stable demand such as Suzhou Towngas
Co., Ltd. (8RNI FHEBR S H IR A 7)), Dafeng Ganghua Gas Co., Ltd. (K& 3 # 4 5 f BR /A7) and Nanjing China
Resources Gas Co., Ltd. (5§ 5% #EH R 5%A FR A7) at the same time. On the whole, the Issuer Group’s gas supply
and power supply business has developed steadily and will provide stable income for the Issuer Group in the future.

Property leasing

The property leasing business of the Issuer Group primarily consists of rental income generated from leasing out
its properties to external parties. As the Issuer’s self-operated projects gradually being completed and put into use,
the Issuer expects to possess much more high-quality properties which can be leased out for an income. As a bonus
to the Issuer’s existing income, the property leasing business is likely to provide the Issuer with a stable income in
the future.

Sewage treatment

The sewage treatment business of the Issuer Group is primarily carried out by its subsidiary, Hucheng Sewage.The
self-operated sewage treatment projects of the Issuer Group are mainly sewage treatment projects in Shanghai and
Jiangsu agglomeration area. Such sewage treatment project is located in Shanghai-Jiangsu Dafeng Industrial
Linkage Cluster Area (J& &% A 2 7 384 %), Covering the land area of 2.73 hectares, the sewage treatment
project is primarily a sewage treatment plant with the sewage treatment scale of 10,000 cubic meters per day. The
total investment of this sewage treatment project is RMB96 million. The project income mainly comes from sewage
treatment. The project was completed and put into operation in 2022, with sewage treatment revenue of RMB1.63
million, RMB13.23 million and RMB11.40 million for the years ended 31 December 2022, 2023 and 2024. In the
future, this project will bring a new business and profit growth to the Issuer.

Other businesses
Other businesses of the Issuer mainly include property management business, advertisement business and other
businesses. In the future, as the advantages of the Issuer’s multi-faceted business model being realised, such

diversified business lines will provide the Issuer with more stable cashflow and revenue sources.

CORPORATE GOVERNANCE STRUCTURE

The Issuer Group has established a sound corporate governance structure comprising the director, supervisor and
operating management entities.

The following diagram sets forth a simplified corporate governance structure of the Issuer as at the date of this
Offering Circular:
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ENVIRONMENTAL MATTERS

The Issuer Group is subject to environmental laws and regulations governing air pollution, noise emissions,
hazardous substances, water and waste discharge and other environmental matters issued by the governmental
authorities in the PRC. The Issuer Group believes that it is in compliance in all material respects with applicable
environmental laws and regulations. As at the date of this Offering Circular, the Issuer Group is not aware of any
material environmental proceedings or investigations to which it is or might become a party.

INSURANCE

The Issuer Group maintains insurance policies, which the Issuer Group believes to be consistent with the relevant
law and industry and business practice in the PRC. The Issuer Group maintains insurance coverage in the types
which it believes are commensurate with its risk of loss and industry practice. Consistent with what the Issuer
Group believes to be customary practice in the PRC, it does not carry any business interruption insurance, key-man
insurance or insurance covering potential environmental damage claims. Such insurance is not mandatory under
the laws and regulations of the PRC, and such insurance is either unavailable in the PRC or requires substantial
cost.

EMPLOYEES

As at 31 December 2024, the Issuer Group had approximately 60 full-time employees. In accordance with the
applicable regulations of local governments in regions where the Issuer Group has business operations, the Issuer
Group makes contributions to the statutory pension plan, medical insurance, unemployment insurance, maternity
insurance and workers’ compensation insurance. The amount of contributions is based on the specified percentages
of employees’ aggregate salaries as required by relevant PRC authorities. The Issuer Group also makes contributions
to an employee housing fund according to applicable PRC regulations. In addition to statutory contributions, the
Issuer Group provides annual bonuses to employees. The Issuer Group enters into an employment contract with
each of its employees in accordance with applicable PRC laws. Such contracts include provisions on wages, holiday
entitlement, employee benefits, training programmes, health and safety, confidentiality obligations and grounds for
termination.

LEGAL PROCEEDINGS

From time to time, the Issuer Group may be involved in legal proceedings or other disputes in the ordinary course of
its business. As at the date of this Offering Circular, the Issuer Group is not aware of any legal proceedings, claims,
disputes, penalties or liabilities currently pending or threatened against the Issuer Group that may have a material
adverse change on its business, financial condition or results of operations.
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DIRECTOR, SUPERVISOR AND SENIOR MANAGEMENT OF THE ISSUER

DIRECTOR

The Issuer has one director. The director of the Issuer is responsible for reporting to shareholders and implementing
shareholders’ resolutions; determining operation and investment plans, annual investment plans and investment
proposals; formulating annual budget, profit sharing and loss recovery plans, plans for increase or decrease of
registered capital and issuance of debt securities; drafting plans on mergers, spinoffs, changes of corporate forms
as well as the winding up and dissolution of the Issuer; determining internal management structure of the Issuer;
appointing, removing and determining the remuneration of senior management; determining the basic management
system of the Issuer; and other responsibilities stipulated in relevant laws and regulations or the Issuer’s articles of
association or granted by the Issuer’s shareholders. The director of the Issuer is appointed for a term of three years,
which is renewable upon re-election or re-appointment.

The following table sets forth certain information concerning the Issuer’s director as at the date of this Offering
Circular:

Name Age Position

Mr. Ji Minggen (ZEFHHR)...cooiiiiiicccee 47 Director and general manager

Mr. Ji Minggen (Z=BHHR), aged 47, has successively held positions as the instructor at the Dafeng Municipal Party
School (KBTI Z#ifX), the clerk, the officer and the deputy director at the Dafeng Municipal Party Member
Audio-Visual Education Center and the Remote Office (K ' 1T # B BALZLE 10 FEFEHH), the deputy director
of the Dafeng District Party Member Audio-Visual Education Center and the Remote Office (K [X & B 1L %
B IEFEH) and the deputy director of the Cadre Section and the Youth Cadre Section of the Organization
Department of Dafeng District Committee (K [f ZZAHAR AL FH2EL. He currently serves as the deputy

general manager of Dafeng Construction, the deputy general manager of the Guarantor and the legal representative,
the director and the general manager of the Issuer. He obtained a bachelor’s degree.

SUPERVISOR

The Issuer has one supervisor. The supervisor is responsible for monitoring the Issuer’s financial matters;
overseeing the performance of the directors and senior management and making proposals on the removal of the
directors and senior management who violate laws, administrative regulations, the Issuer’s articles of association or
the shareholders’ resolutions; demanding the directors and senior management to correct their improper conducts
when their conducts harm the interests of the Issuer; making proposals to shareholders; initiating actions against
directors or senior management in accordance with Article 151 of the PRC Company Law; and other
responsibilities stipulated in relevant laws and regulations or the Issuer’s articles of association or granted by the
Issuer’s shareholders. The supervisor of the Issuer is appointed for a term of three years, which is renewable upon
re-election and re-appointment.

The following table sets forth certain information concerning the Issuer’s supervisor as at the date of this Offering
Circular:

Name Age Position

M. Jin SUQin (BFT) coeveeeereeeeeeeeeeeeeeveee e 49  Supervisor

Ms. Jin Suqgin (£ & ), aged 49, has served as the accountant and the employee supervisor of Dafeng
Construction since October 2008. She currently serves as the supervisor of the Issuer. She obtained a junior college
degree.

SENIOR MANAGEMENT

The senior management is primarily responsible for managing the production and operation work of the Issuer and
implementing the decisions of director of the Issuer; implementing the annual business plans and investment
proposals; formulating the internal management organisation plans; and other responsibilities stipulated in relevant
laws and regulations or the Issuer’s articles of association.
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The following table sets forth certain information concerning the Issuer’s senior management as at the date of this

Offering Circular:
Name Age Position
Mr. Ji Minggen (ZEBHAR) ..o 47  Director and general manager

For Mr. Ji Minggen ’s biography, see “— Director” above.
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DESCRIPTION OF THE GROUP
OVERVIEW

The Guarantor is the core comprehensive management and operational platform of state-owned assets in Dafeng
District. The Guarantor has prominent position within Dafeng District and is directly and wholly-owned by the
Dafeng District Government. The Guarantor primarily engages in infrastructure construction, property sales,
engineering and construction, commodity trading, property leasing and other businesses, such as gas and power
supply and sewage treatment, etc., with a diversified business structure.

The Guarantor plays a vital role in the infrastructure development, as well as the construction and operation of
Dafeng District. Leveraging on the strong government support, the Group has played an important role in furthering
the social and economic development of Dafeng District by undertaking and completing a number of strategically
important infrastructure projects within Dafeng District.

The Group has a diversified business portfolio. As at the date of this Offering Circular, the Group’s principal
business segments are as follows:

*  Infrastructure construction. The infrastructure construction business of the Group is primarily undertaken by
the Guarantor’ subsidiaries, Dafeng Construction, Dafeng Transportation Investment, Ecology Investment and
Mingsheng Construction, adopting the agent construction model. The commissioning parties include
Yancheng City Dafeng District Urban Construction Headquarters, Yancheng City Dafeng District
Transportation Bureau and Dafeng Economic Development Committee, Xingfeng Engineering, the ultimate
beneficial owner of which is Gaoxin Construction, Haicheng Industrial, Dazhong Street People’s Government
(R #1E N IRIEUF) and other relevant governmental bodies. The above-mentioned subsidiaries carry out
infrastructure construction projects through self-raised funds and, for any project, the commissioning party
would usually confirm the final contractual amount as the Project Investment adding a certain proportion of
the Project Investment, and the undertaking entity would record the income according to a settlement
confirmation memorandum.

*  Property sales. The property sales business of the Group primarily consists of sales of resettlement housing.
The resettlement housing projects are primarily carried out by Dafeng Construction and its subsidiary, Ecology
Investment, and the Guarantor’ subsidiary, Zhencheng Construction. The above-mentioned entities use self-
raised funds to bid for resettlement housing land and carry out construction accordingly.

*  Engineering and construction. From 2022 to 2024, the Group’s engineering and construction business was
primarily operated by Dafeng Road and Bridge, a former subsidiary of Dafeng Transportation Investment. In
terms of qualifications, Dafeng Road and Bridge possesses grade II qualification for general contracting of
highway engineering and construction, grade II qualification for professional contracting of highway pavement
engineering, grade II qualification for professional contracting of highway subgrade engineering and grade II
qualification for general contracting of municipal public engineering and construction.

e Commodity trading. The commodity trading business of the Group is primarily carried out by Dafeng
Construction’s subsidiares, Zecheng Trading, Hengkai Trading and Xingtong Furun. The Group mainly trades
commodities including minerals, metals, coal, agricultural products, etc., and bases its procurement and
inventories demand on actual sales orders.

*  Property leasing. The property leasing business of the Group is primarily conducted through its subsidiaries,
Fengshou Dadi, Ecology Investment and Dafeng Transportation Investment. The Group’s property leasing
business primarily consists of leasing out its sewage and rainwater network assets, land, factories and office

buildings, etc..

*  Other businesses. Other businesses of the Group primarily include gas and power supply, sewage treatment,
civil defence, security escort, etc., and the revenue sources are relatively diversified.

COMPETITIVE STRENGTHS OF THE GROUP

The Group believes that the following strengths are important to its success and future development:
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Well-positioned to benefit from the strong economic growth potential of Dafeng District and Yancheng City
in general.

Yancheng City is located in the central part of coastal area of Jiangsu Province, bordering the Yellow Sea to the
east, Huai’an to the west, Nantong to the south and Lianyungang to the north. It is a dual node of the northern wing
of the Yangtze River Delta and the Huaihe River Ecological Economic Belt. As a core city of coastal development
strategy of of Jiangsu Province, it is positioned as a land-sea linkage hub of the “Belt and Road Initiative” and a
highland for industrial transfer and reception in the Yangtze River Delta. Its coastal location not only provides a
natural advantage for port logistics, but also, through deep-water ports such as Binhai Port (with a planned annual
throughput of 200 million tons) and Dafeng Port, has become the gateway to the sea of the Huaihe River Ecological
Economic Belt, achieving a transformation from “coastal location” to “hub advantage”. For the year ended 31
December 2024, Yancheng City recorded a GDP of approximately RMB777.92 billion, representing a year-on-
year growth of 5.5 per cent. for the previous year.

The Group believes that Yancheng City will continue to benefit from developments along the eastern region of the
PRC, and as a result there will be significant business opportunities and strong growth potentials for the Group’s
business.

Predominant infrastructure construction platform in close alignment with favourable national and local
policies.

Playing a pivotal role in the urban construction and development of Dafeng District, the Group will actively
participate in various projects. The business development opportunities are extensive, and the Group holds a
significant position within the industry. The region and market that the Group operates within have steady and
rigid demands for its services and are expected less likely to be influenced by macroeconomic policy adjustments.
Therefore, the Group foresees rapid expansion of its operations within the region and such expansion will further
strengthen the Group’s important market position as the provider of infrastructure construction within Dafeng
District.

Strong support from the Dafeng District Government and other government entities.

The Group is wholly-owned by the Dafeng District Government at the date of this Offering Circular. The Guarantor
has prominent position within Dafeng District and is directly and wholly-owned by the Dafeng District
Government. The Group has extensive business involvement with and support from its shareholder, the Dafeng
District Government, together with the other government-controlled entities, is committed to urbanisation and
multi-front economic growth in recent years.

The Group has received financial support in the form of capital injections and government subsidies to support the
Group’s operations. For the years ended 31 December 2022, 2023 and 2024, the Group received governmental
fiscal subsidies related to the daily activities of enterprises in the amounts of RMB409.13 million, RMB448.94
million and RMB293.24 million. The Group will concentrate on infrastructure construction and other business
segments, and become a major platform for investment and construction of major projects.

The description of business involvement with and support from the Dafeng District Government and its controlled
entities in this section means the support provided to the Group’s or the Group’s business operations and should
not be read as any indication that Dafeng District Government will provide any financial support to the Group in
respect of its obligations under the Bonds.

Experienced senior management team and talented professionals.

The Group has an experienced management team with extensive knowledge in the industries in which the Group
operates. The Group believes that the management team’s industry knowledge and technical expertise has enable
the Group to make prudent business decisions so as to strengthen its operations in the relevant sectors in Yancheng
City. Please see “Director, Supervisor and Senior Management of the Issuer” and “Directors and Senior
Management of the Guarantor” for further information.

The Group’s experienceed management team is also supported by a dedicated team of staff with extensive technical
and industry knowledge. In addition, since its establishment the Group has accumulated extensive experiences in
the industries in which the Group operates. The Group has, over years of undertaking similar projects, created an
effective system of investment decision making and construction and operation management. The Group believes

92



that the existing system derived from its extensive experiences in the industries in which the Group operates has
enabled the Group to decrease investment cost, guaranteed project quality, hence allowing the Group to enjoy
various advantages from an operational standpoint.

The Group believes that the skills and knowledge of its management team and employees, as well as the Group’s
experience in its infrastructure construction, property sales, commodity trading, gas and power supply services,
property leasing, sewage treatment and other businesses, will continue to have a positive impact on operations of
the Group and in turn will further contribute to the growth and expansion of the Group.

Sufficient capital from diversified financing channels.

The Group has established close and extensive cooperation with various financial institutions and has maintained
good long-term relationships with these institutions, providing the Group accesses to diversified financing channels
for its development, operation and expansion plans.

As at 31 December 2024, the Group had banking facilities in aggregate of approximately RMB41.911 billion, of
which approximately RMB14.927 billion were unutilised.

The Group believes that the Group has a robust liquidity position with access to different funding sources and
facilities. As at the date of this Offering Circular, the Issuer has been assigned a “BBB” rating by Lianhe Ratings,
with a stable outlook. The Guarantor has been assigned a “AAA” rating by Fareast Credit, with a stable outlook. The
Group’s strong financing capability has enabled it to fulfil capital requirements of its businesses and capitalise on
various business opportunities.

BUSINESS STRATEGIES OF THE GROUP
The Group intends to focus on the following business strategies:

Continue to focus on its infrastructure construction business within Dafeng District and maintain its
important role in the development of Dafeng District.

The Group intends to continue focus on undertaking its infrastructure construction, property sales, engineering and
construction, commodity trading, property leasing and other businesses. Over the past few years, the Group has
built up a strong presence and achieved an important market position in the industries in which the Group operates
in Yancheng City and Dafeng District. Leveraging its extensive industry experience, the Group believes that it will
continue to play an important role in the development of Yancheng City and Dafeng District.

While completing infrastructure construction projects within Dafeng District, the Group will continuously optimise
and adjust its business structure, organizational structure and professional structure, and will emphasise
transitioning from competing development to orderly management, from administrative management to asset
management, and from policy advantages to market advantages, aiming to enhance the Group’s overall strength
and ensure its important position in the relevant industries within the Dafeng District.

Continue to diversify the Group’s businesses and to increase investment in businesses that synergies with
the Group’s core businesses.

While the Group primarily focuses on infrastructure construction, property sales, engineering and construction,
commodity trading, property leasing and other businesses, such as gas and power supply and sewage treatment,
etc., with a diversified business structure. The Group believes that its diversified business portfolio will bring
attractive returns and the Group plans to increase investment in these businesses and utilise its abundant resources
in Yancheng City to strengthen its market position and increase its operating income. Furthermore, the Group also
plans to expand into other industries that would create synergy with the Group’s existing businesses. The Group
will continue to invest in areas that are in line with the Group’s business strategies to strengthen its market position
and increase its profitability. The Group believes that its diverse sources of income will contribute to a steady
growth of the Group’s operating income.

Continue to develop diversified financing channels to maintain well-capitalised growth.
The Group has traditionally funded its business operation and working capital through bank loans and issuance of

debt securities. The Group intends to explore and employ new financing channels. In addition, the Group is seeking
to build and reinforce close co-operative relationships with financial institutions to secure funding on more
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favourable terms to better support the Group’s financing needs for development and to maintain a reasonable and
balanced debt structure.

Continue to build a professional management team.

The Group believes that its experienced management team has been and will be a key factor in contributing to its
growth and development. The Group also believes that its experienced management team will be important in
achieving and maintaining a important market position in the industries in which the Group operates, in particular
its infrastructure construction, property sales, commodity trading, gas and power supply services, property leasing,
sewage treatment and other businesses within Yancheng City. The Group will continue to build a professional
management team with well-qualified and experienced personnel, carry out regular training so as to enable the
Group to continue to improve the efficiency of its operations and achieve its strategic goals.

RECENT DEVELOPMENTS OF THE GROUP
Performance of the Group as at and for the six months ended 30 June 2025

As at the date of the Offering Circular, the Group has prepared an unaudited consolidated financial information of
the Group as at and for the six months ended 30 June 2025 (the “Group ’s 2025 Interim Financial Statements”).
The Group’s 2025 Interim Financial Statements have not been audited or reviewed by the independent auditors
of the Group, or any other independent accountants, and maybe subject to adjustments if audited and
reviewed.

For the six months ended 30 June 2025, as compared to the same period in the preceding year, the Group experienced
a decrease in revenue primarily due to the fact that the income from certain infrastructure construction businesses
has not been settled yet. The Group experienced a decrease in operating cost primarily due to the decrease in
administrative expenses. The Group experienced a decrease in operating profits and net profits primarily due to the
fact that the income from certain infrastructure construction businesses has not been settled yet. As at 30 June 2025,
the Group’s total assets increased as compared to the balance as at 31 December 2024 primarily due to undertaing
substantial amount of projects and business expansion in general. The Group’s total liabilities increased as compared
to the balance as at 31 December 2024 primarily due to the increase in external financing demand.

Potential investors should note, in particular, that the financial information in the Group’s 2025 Interim Financial
Statements may differ from future audited or reviewed information and the Group’s 2025 Interim Financial
Statements should not be relied upon by potential investors to provide the same quality of information associated
with information that has been subject to an audit or review. The Group ’s 2025 Interim Financial Statements should
not be taken as an indication of the financial condition or results of operations of the Group for the full financial year
ending 31 December 2025. The Group’s 2025 Interim Financial Statements do not constitute part of this Offering
Circular. See “Risk Factors— Risks relating to the Group and its —usiness - Investors should not place any reliance
on financial information which is unreviewed or unaudited”. As such, the Group’s 2025 Interim Financial Statements
has not been set out in detail in this Offering Circular and does not form part of this Offering Circular and potential
investors should not rely on such financial information in their evaluation of the financial condition of the Group
and in making their investment decisions. The aforementioned financial information as at and for six months ended
30 June 2025 are not necessarily indicative of the results that may be expected for the year ending 31 December
2025 or any period thereafter. Consequently, potential investors must exercise caution when using such data to
evaluate the Group’s financial condition and results of operations.

None of the Joint Lead Managers, the Trustee or the Agents nor any of their respective directors, officers, employees,
representatives, agents, advisers, affiliates and any person who controls any of them makes any representation or
warranty, express or implied, regarding the accuracy of the Group’s 2025 Interim Financial Statements or the
sufficiency of such financial information for an assessment of the Group’s financial condition and results of
operation.
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GROUP STRUCTURE

The following chart presents a simplified corporate structure showing the shareholder and principal subsidiaries of
the Group as at the date of this Offering Circular .

People’s Government of Dafeng District of Yancheng

R 7K LA R BUAT)

100%

100%

Yancheng Dafeng Urban Development Investment Holding

Group Co., Ltd.
RS T A 0 3R i 3 45 0 4% PR A B PR D)

(Guarantor )

HISTORY AND DEVELOPMENT

100%

Yancheng Dafeng District Urban Construction Group Co.,

Ltd.
CEE3 T K I A 7 e A A R A 7))

100%

Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.
(B3R A B E AR R RR AR A )

(Issuer)

Yancheng Dafeng District Huifengmao Development and
Construction Co., Ltd.

CHR T X S 16 R B s i IR A )

In April 2023, the Guarantor (formerly known as Yancheng Dafeng District Huiyu Urban Renewal Co., Ltd. (%
IR TR S [ B 3 T BT FR A F)) was established by Dafeng Construction with an initial registered capital
of RMB400.00 million. As at the date of this Offering Circular, the Guarantor has a registered capital of

RMB2,000.00 million and is wholly-owned by the Dafeng District Government.

The table below sets forth the historical milestones in the Guarantor’s development:

Year

Milestone Event

April 2023

December 2024

April 2025

June 2025

June 2025

The Guarantor was established by Dafeng Construction with an initial registered capital
of RMB400.00 million.

Pursuant to the Approval on Agreeing to Transfer the Equity of Jiangsu Fengshou Dadi
Investment Development Co., Ltd and Other Companies (3 7 [ 2 K125 T &7 ik
A% G 95 R A PR A A S A A IRERIAEAE ) ) issued by the State-owned Assets
Supervit (as defined below) on 28 December 2024, as part of the asset-consolidation and
establishment of the Guarantor through shareholding structure adjustment, Dafeng
Construction would transfer 49 per cent. of the equity interest of Fengshou Dadi to the
Guarantor with no consideration. In addition, 100 per cent. of the equity interest of the
Guarantor would be transferred to the Dafeng District Government with no
consideration.

On 27 April 2025, Dafeng Construction sought instructions from the State-owned Assets
Supervision and Administration Office of the Dafeng District Government in relation to
having 100 per cent. of the equity interest of Dafeng Construction transferred to the
Guarantor with no consideration. Upon completion of the proposed equity interest
transfer, Dafeng Construction will be a wholly-owned subsidiary of the Guarantor. In
addition, Yancheng Dafeng District Jinmao State-owned Comprehensive Assets
Management Co., Ltd. (B3I 7 K8 I 5% B A 455 & 288 A FRA |]) proposed to
entrust to the Guarantor the exercise of the 51 per cent. shareholder voting rights held
by it in Fengshou Dadi. Upon completion of the proposed entrustment, Fengshou Dadi
will be controlled by and consolidated into the Guarantor. On 15 May 2025, the State-
owned Assets Supervision and Administration Office approved the above-mentioned
proposals. As at the date of this Offering Circular, the updated corporate information of
Dafeng Construction has been officially registered and the updated corporate
information of Fengshou Dadi is in the process of being registered.

The Guarantor changed its registered name from Yancheng Dafeng District Huiyu
Urban Renewal Co., Ltd. (%83 17 K 2[5 B 523 17 58 A FR A 7)) to Yancheng
Dafeng Urban Development Investment Holding Group Co., Ltd. (%3 i K 2 [ 35 T

FRBLAT R RAR).

100 per cent. equity interest of the Guarantor was transferred from Dafeng Construction
to the Dafeng District Government.
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June 2025 The registered capital of the Guarantor was increased from RMB400.00 million to
RMB2,000.00 million.

RELATIONSHIP WITH THE DAFENG DISTRICT GOVERNMENT

The Guarantor is wholly owned by the Dafeng District Government. As a state-owned enterprise based in Dafeng
District, Yancheng City, the Group has extensive connections with other entities directly or indirectly controlled
by the Dafeng District Government.

Notwithstanding the Guarantor’s extensive relationships with the Dafeng District Government and other entities
controlled by it, the Guarantor is not part of, and is operationally and financially separated from, the Dafeng District
Government. Its functions and departments are separate from those of, and do not share any premises with, the
Dafeng District Government. The board of directors and the senior management of the Guarantor are not
government officers. The Guarantor has its own budget and financial reporting system and its assets and liabilities
are separate from those of the Dafeng District Government. The Dafeng District Government as the ultimate equity
holder of the Guarantor is only responsible for the liability of the Guarantor up to the limit of its equity contribution
to the Issuer. Neither the Dafeng District Government nor any other PRC governmental entity has any payment or
other obligations under the Bonds or the Trust Deed and they will not provide guarantee of any kind for the Bonds.
The Bondholders do not have any recourse against the Dafeng District Government or any other PRC governmental
entity in respect of any obligation arising out of or in connection with the Bonds or the Trust Deed. The Bonds are
solely to be repaid by the Issuer, and if the Guarantee was called, the Guarantor, and the obligations of the Issuer
and Guarantor under the Bonds and the Guarantee, respectively, shall solely be fulfilled by the Issuer and Guarantor
as independent legal persons, respectively. Investments in the Bonds are on the credit risk of the Issuer and
Guarantor, rather than that of the Dafeng District Government or any other PRC governmental entity. In the event
that the Issuer and the Guarantor does not fulfil its obligations under the Bonds or the Guarantee, investors will
only be able to claim as an unsecured creditor against the Issuer, the Guarantor and their respective assets, and not
any other person, including the Dafeng District Government nor any other PRC governmental entity.

The detailed description “’fth’ relationships between the Group and the Dafeng District Government in this Offering
Circular does not imply in any way any explicit or implicit credit support of the Dafeng District Government in
respect of the Bonds, the repayment of which remains the sole responsibility of the Group. See also the risk factors
entitled “A reduction or discontinuance of government support could materially and adversely affect the Group’s
business, financial condition, results of operations and prospects” and “The shareholder may exert significant
influence on the Group, and could cause the Group to make decisions or modify the scope of its operations, or
impose new obligations on the Group, which may not be in the Group’s best interests or may not maximise the
Group’s profits” in the section entitled “Risk Factors — Risks relating to the Group and its business”.

DESCRIPTION OF THE GROUP’S BUSINESS

Overview

The Group has developed a diversified business portfolio covering infrastructure construction, property sales,
engineering and construction, commodity trading, property leasing and other businesses, such as gas and power

supply and sewage treatment, etc.

The following table sets out a breakdown by business segment of the Group’s total operating income for the years
ended 31 December 2022, 2023 and 2024:

For the year ended 31 December

2022 2023 2024
Amount per cent. of Amount per cent. of Amount per cent. of
total total total
(RMB in (RMB in (RMB in
millions) (per cent.) millions) (per cent.) millions) (per cent.)
Infrastructure construction 3,353.63 36.95 3,557.41 36.12 3,597.97 3242
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Property sales 421.88 4.65 13291 1.35 210.11 1.89

Engineering and construction 203.99 2.25 229.66 2.33 288.03 2.60
Commodity trading 4,570.46 50.36 5,355.81 54.38 6,350.86 57.22
Property leasing 206.78 2.28 237.68 241 217.39 1.96
Others 31941 3.52 336.02 341 434.58 3.92
Total operating income 9,076.15 100.00 9,849.49 100.0 11,098.94 100.0

Infrastructure Construction
Overview

The infrastructure construction business of the Group is primarily undertaken by the Guarantor’ subsidiaries,
Dafeng Construction, Dafeng Transportation Investment, Ecology Investment and Mingsheng Construction,
adopting the agent construction model. The commissioning parties include Yancheng City Dafeng District Urban
Construction Headquarters, Yancheng City Dafeng District Transportation Bureau and Dafeng Economic
Development Committee, Xingfeng Engineering, the ultimate beneficial owner of which is Gaoxin Construction,
Haicheng Industrial, Dazhong Street People’s Government (K H #7318 A\ [GEURT) and other relevant governmental
bodies. The above-mentioned subsidiaries carry out infrastructure construction projects through self-raised funds
and, for any project, the commissioning party would usually confirm the final contractual amount as the Project
Investment adding a certain proportion of the Project Investment, and the undertaking entity would record the
income according to a settlement confirmation memorandum.

Project Description
Completed Projects

The following table sets forth particulars of the Group’s certain material completed infrastructure construction
projects as at 31 December 2024:

Proposed
Construction  Collection Planned Cumulative collection Collection
Project period period investment  investment amount amount
(RMB in (RMB in (RMB in (RMB in
millions) millions) millions) millions)
Rural Road Upgrading and
Renovation Project
(RAY 2 SRR THR S Bt 2016- 2019-
TH) 2019 2028 3,084 3,864 3,701 565
Dafeng Section of the Linhai
Expressway 2015- 2019-
(e S YN N1 23] 2021 2028 1,870 2,265 2,244 129
Eastern Section of Provincial
Road 331 in Yancheng 2017- 2019-
(331 HEHEH R B T HE) 2021 2028 1,250 996 1,500 300
Chengxi Market 2012- 2020-
(PG 5) 2022 2028 726 726 871 310
Changxin Road Project 2017- 2021-
(HOBTERIE ) 2019 2026 350 356 420 54
Nanxiang Avenue (Jinfeng
Road - Yihe) 2012- 2022-
(FIFIRIE (48 PR-—) ) 2022 2026 956 1,151 1,147 200
S351 (Reconstruction and 2016- 2019-
Expansion Project of the 2018 2026 1,500 1,319 1,800 592
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Section from Cao Miao to
Cao Yan in Dafeng)

(S351 (R B2 j = B3 Y
U TR )
Reconstruction and
Expansion Project of the
Southern Section of

Provincial Road 226 in

Dafeng

(226 HIE X B B T 2017- 2020-

TEIEH) 2019 2028 1,530 1,956 1,836 402
Sewage Pipe Network

Maintenance Project 2017- 2020-

(K EHMEIEIER) 2019 2026 478 570 574 136
Expansion and Renovation

Project of Tonggang Avenue 2010- 2023-

(EHSKIE o TREIEH) 2014 2026 682 855 818 110
Dasi River Renovation

Project 2013- 2020-

KT eEIE ) 2014 2026 202 282 242 102
Shengfeng Road (from

Shugang Road to the

Knowledge Youth Museum)

(B (B AEE 2014- 2022-

D) 2016 2026 128 145 154 -
Maoyou Education Service

Center of Dafeng District 2021- 2019-

(REIE I HE B L) 2023 2028 1,100 1,150 1,320 -
Black and Odorous River

Project 201 9- 2023-

(R TR 2020 2026 361 361 433 123

Renovation and Upgrading of
the Former Xinfeng Middle

School (J5Hr S5 it i 2021- 2023-
510) 2022 2026 200 192 240 -
Total 14,417 16,189 17,299 3,023

Projects under Construction

As at 31 December 2024, the Group had certain material infrastructure construction projects under construction
with a planned total investment of approximately RMB10.122 billion and cumulative invest amount of
approximately RMB4.898 billion. The following table sets forth particulars of the Group’s certain material
infrastructure construction projects that are under construction as at 31 December 2024:

Cumulative

Project Planned investment investment

(RMB in billions) (RMB in billions)
Xihekou Dazhong Street Project
(PEIT R ETETH H) 2.620 1.848
Rainwater and Sewage Diversion Project
(FT5 209 TH%) 0.571 0.236
Xinfengli Urban Renewal Project
CHr LT B TR 0.500 0.307
Landscape Greening Project of Yancheng Beautiful Rural
Tourism Road Line 1 (Dafeng Section) and Line 6
(BB SR AR IRIZE 2 B 1 SRARCR BB K 6 SRas B4k
L) 0.700 0.097
People’s Road Shanghai-style Street Project
(N REFHEIRESE 7 TAE) 0.260 0.151
Demolition project for the Infrastructure of Dazhong Town 1.740 1.175
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CR PSRRI TAEETIHH)
Urban Renewal Project of the Plot South of Dazhong Daliu

Road

(R H IR 2% i R M R 717 5T TH) 1.900 0.241
Urban Renewal Project of the Area North of Yimin Road

(7 B A I T SR IH ) 1.831 0.843
Total 10.122 4.898

Projects under Planning

As at 31 December 2024, the Group had certain material infrastructure construction projects under planning with
aplanned investment of RMB6.749 billion. The following table sets forth particulars of the Group’s certain material
infrastructure construction projects that are under planning as at 31 December 2024:

Project Planned investment
(RMB in billions)

Comprehensive Water Environment Improvement Project of the West Estuary of

Dafeng

CREPE KBRS AR G BIRTHH) 1.750
Project of the Connection Line from Dafeng Interchange to Dafeng Port of Shenhai

Expressway

(VL e K T3 5 K e eI H ) 1.100
Industrial Upgrading Project of the Plot on the West Side of Dongning Road

(R G R MR ST AOE ) 1.600
Urban Renewal Project of the Southern Area of Tonggang Avenue

CEUETE Py [ 38 T SR IR ) 1.253
Urban Renewal Project of the Area North of Feida Road

ORCZE AL Py [t 3 o ST IR ) 1.046
Total 6.749

Self-operated Projects

The Group’s self-operated projects are mainly managed and carried out by Ecology Investment, Hucheng Sewage
and Yancheng Dafeng District Haicheng Tourism Development Co., Ltd. (3 7 K [ 3 i i 4% A TR A
H]). As of 31 December 2024, the Group’s major self-operated projects under construction include Haibo Express
Logistics Intelligent Warehousing Center (¥ [ HRIEV) R 68 £ f# H10>), Dafeng New World Project (K 835K
HIE H), and Investment and Construction of the Industrial Product Warehousing, Exhibition and Sales Center in
the Development Zone (%% i a% bl 9515 T3¢ 2 i B it R 781 &5 L), ete. The estimated total investment is
approximately RMB3,558 million and the total cumulative investment is approximately RMB2,269 million. All
funds for self-operated projects project are self-raised. As of 31 December 2024, all the above-mentioned projects
were still under construction and had not yet generated any income. As of 31 December 2024, the Group has no
self-operated projects under planning.

The following table sets forth particulars of the Group’s certain material self-operated projects under construction
as at 31 December 2024:

Planned Cumulative

Project investment investment
(RMB in millions) (RMB in millions)

Haibo Express Logistics Intelligent Warehousing Center
(R RFDUE U RE B ) 673 630
Dafeng New World Project (K Z55i K HuTEH H) 825 775
Shuangrui Construction Project of Supporting Factory Buildings
For The Annual Production of 450 Sets of Large-Megawatt
Offshore Wind Turbine Blades 200 25
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(BT FE 450 B T B 2 Fy TH H BC & R itk IH H

)

Investment in the Renovation of the Original Yongfang Grain and

Oil Assets to Build a Budget Hotel and a Warehousing and

Logistics Center

(U B0 S K 7 Rt 2 R RPN . A P ) 460 241
Investment and Construction of the Industrial Product

Warehousing, Exhibition and Sales Center in the Development

Zone

(0 2 % B 5 o T3 28 ity (R RS TP ) 700 368
Expansion Project for 25,000 Tons per Day Industrial Wastewater

Treatment and 2,000 Tons per Day Domestic Wastewater

Treatment
(2,5000 M/ [ T3 g /K BRI J2 2,000 ME/ A= 3 o 7K Bz PR e TH
H) 250 10

Artes’s 12GWH Annual Battery Cell Supporting Factory
Construction Project (Phase I)
BTRr A E 12GWH fE SRR B b s H (3D 450 220

Total 3,558 2,269

Property sales
Overview

The property sales business of the Group primarily consists of sales of resettlement housing. The resettlement
housing projects are primarily carried out by Dafeng Construction and its subsidiary, Ecology Investment, and
the Guarantor’ subsidiary, Zhencheng Construction. The above-mentioned entities use self-raised funds to bid
for resettlement housing land and carry out construction accordingly.

The Group carries out targeted sales to resettlement households eligible for resettlement housing purchase after the
completion of the resettlement housing projects. The Group and the resettlement households shall sign the commodity
house purchase and sales contracts, and the price of the resettlement house shall be determined by the relevant
government departments according to the resettlement housing land price. If the price of the resettlement house
exceeds the resettlement compensation received by the corresponding resettlement households, the resettlement
households shall bear and pay the difference themselves.

Project Description

Completed Projects

As at 31 December 2024, for the completed resettlement housing projects of the Group, the total sellable area is
352,100 square meters, the sold area is 135,200 square meters, the confirmed income is RMB733 million, and the
collection amount is RMB392 million. The following table sets forth particulars of the Group’s certain material
completed projects as at 31 December 2024:

Planned Confirmed Collection
Project Sellable area Sold area investment income amount
(square

(square meters) meters) (RMB in millions) (RMB in millions) (RMB in millions)
Dehui Garden
(T AR 26,100 22,400 51 66 54
Xindongyuan Residential Area
OB R A1/ ) 21,100 17,100 38 44 36
Jingshang Mingcheng
Resettlement Housing Project
G A3 R B TR H) 155,200 80,000 760 532 302
Kangxin Yayuan Resettlement
Housing Project 149,700 15,700 720 91 0
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Total 352,100 135,200 1,569 733 392

Projects under Construction

As at 31 December 2024, the Group mainly has 2 resettlement housing projects under construction, with a planned
investment of RMB3,650 million and a cumulative investment of RMB 1,420 million. The following table sets forth
particulars of the Group’s certain material projects that are under construction as at 31 December 2024:

Planned Cumulative

Project investment investment Sellable area

(RMB in millions) (RMB in millions) (square meters)
Dehui Garden Phase I Affordable Housing 1,050 609 159,800
(1 A B — AR R )
Second Phase Resettlement Housing Project of Runfu 2,600 811 265,000
Garden
(= e =2 B TaH)
Total 3,650 1,420 424,800

Projects under Planning

As at 31 December 2024, the Group has no planned resettlement housing projects.
Engineering and construction

From 2022 to 2024, the Group’s engineering and construction business was primarily operated by Dafeng Road and
Bridge, a former subsidiary of Dafeng Transportation Investment. In terms of qualifications, Dafeng Road and Bridge
possesses grade II qualification for general contracting of highway engineering and construction, grade I qualification
for professional contracting of highway pavement engineering, grade II qualification for professional contracting of
highway subgrade engineering and grade II qualification for general contracting of municipal public engineering and
construction.

In terms of business model, Dafeng Road and Bridge obtains the engineering and construction projects through
public bidding and signs the contracts with the project contracting parties. The contracts include project construction,
commencement and completion project period, total contract price and payment method, etc., and Dafeng Road and
Bridge charges the project payment by stages according to the contracts. The Group’s engineering and construction
business is mainly within Yancheng City, and a small part involves other cities and counties around Yancheng City.

In April 2025, Dafeng Road and Bridge was removed from the consolidation scope of the Group. The engineering
and construction business of the Group is undertaken by Yancheng Dafeng District Wancheng Engineering Project
Management Co., Ltd. (537 oK S5 & 3% THETH H & 2 H R A F), a subsidiary of Dafeng Construction.

The following table sets forth particulars of the Group’s certain material completed engineering and construction
projects as at 31 December 2024:

Proposed
Construction Collection Planned Cumulative collection Collection
Project period period investment investment amount amount
millions) millions)

millions) millions)
S226-LJ3 Section of the
Reconstruction and
Expansion Project of the
Southern Section of
Provincial Road 226 in 2018- 2019-
Dafeng 2020 2023 123 123 135 27
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(226 A K S B T
£ S226-LJ3 25 E%)

2019TZ-B Section of 2019
Yancheng City Ordinary
National and Provincial Trunk
Road Maintenance Major and
Medium Repair Extension
Project

(2019 4= EEYR 17 85 108 [ 44 e
BN EE RN E SIS TH B
2019TZ-B 1)

Rural Road Network
Improvement Project of 2018
Panwan Town, Sheyang
County

(N SR B 2018 4 JEA
NERERA 5EE THE)
2020TDSJSG-Y3 Section of
2020 Xinghua City Southwest
and Southeast Rural Road
Upgrading Project
Construction Project

(2020 FEHEAL T VIR . )
PSR AN SR AR T A AR
it TIEH 2020TDSJSG-Y3
329)

C937 Tizha Road (Ginkgo
Avenue) Widening and
Renovation Project (Second
Time)

(C937 Sl CERAAIE)
WRBOETRE (Z00)
Major Repair Project of
Shuangmao Line in Dongtai
City (Passing under the
Intersection of Xinyi Hotel on
the East Side of the High-
Speed Railway Entrance)
CRE gL CF 5w
B0 LS G DRV
B THE)

YF4 Section of the 343
National Road Project from
Dafeng to Yandu

(343 BIE K 2 B A B TR
YF4 #ZE%)

HHDDSG1 Section of the
West Extension Project of
Huanghai Avenue in Haian
City

(P 22 T B JE PG A TR
HHDDSG1 %)
Reconstruction and
Expansion Project of the
Southern Section of
Provincial Road 226 in
Dafeng (S226-LJ3 Section)
(226 HiE K S B T
Fi (S226-LI3 1B )
Yancheng Dafeng District
2021 Beautiful Rural Tourism
Road - Haiyi Line (Shijiawan
to S226)

(E T K IR 2021 42368
RERT RS N BR - i e
FIEE S226) )

2019-
2020

2018-
2019

2020-
2021

2021-
2021

2021-
2021

2022-
2023

2021-
2023

2018-
2021

2021-
2023

2020-
2022

2020-
2022

2020-
2023

2019-
2023

2020-
2022

2020-
2022

2020-
2023

2019-
2023

2020-
2022
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47

72

32

12

14

123

16

47

72

12

14

123

16

52

79

35

13

15

135

18

10

16
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Total 422 422 464

93

Commodity trading

The commodity trading business of the Group is primarily carried out by Dafeng Construction’s subsidiares, Zecheng
Trading, Hengkai Trading and Xingtong Furun. The Group mainly trades commodities including minerals, metals, coal,
agricultural products, etc., and bases its procurement and inventories demand on actual sales orders.

In terms of payment mode, when the Group procures commodities, it receives commodity invoices issued by the
suppliers according to signed procure and sales contracts, commodity rights transfer documents or commodities
settlement documents issued by the suppliers, and confirms inventory. The Group pays to the suppliers upon receipt
of commodity rights transfer settlement. When procuring commodities, the Group issues value-added tax invoices
to the suppliers of commodities according to the delivery notes and other documents issued by the signed procure
and sales contracts to confirm the revenue and tax of commodities, and carry forward the cost of commodities.

The table below sets forth the major customers of the Group’s commodity sales operating income for the periods
indicated:

Major commodities Per cent. of
provided by the total sales
Major customers Group Sales amount amount
(RMB in millions) (per cent.)
For the year ended 31 December 2022
Yancheng Lianxin Steel Co., Ltd.
(R T B A PR~ ) Metal 428 9.37
Zhejiang Ruifeng Materials Industry
Co., Ltd.
(TR BB AT IR A 7)) Metal 412 9.02
JOYSTONE ASIA LIMITED Coal 345 7.54
Hainan Xiangshi Industrial Co., Ltd.
(R TTRAT IR A F]) Metal 283 6.19
Hainan Jizhao International Industrial
Development Co., Ltd.
(PSR B T S SRR AT IR A 7)) Metal 211 4.62
Total 1,679 36.74
For the year ended 31 December 2023
Fujian Nanping LIYUAN Trading Co.,
Ltd.
(A P S B 5 A IR A ) Tron 492 9.18
Zhongchan Zhongda International Trade
Group Co., Ltd.
(P h R 5 SR A IR A7) Tron 402 7.50
Hainan Liangang Supply Chain Co.,
Ltd.
(P (it ESE A PR A ) Tron 364 6.80
Yangchun New Iron & Steel Co., Ltd.
(BB B AT PR B AR A 7)) Iron 362 6.76
Zhongqi Yunshang (Beijing) Logistics
Co., Ltd.
(PAEER b)) MIRARAR) Petroleum coke 345 6.44
Total 1,965 36.68
For the year ended 31 December 2024
Yangchun New Iron & Steel Co., Ltd.
(BB B AT PR B AR A 7)) Iron 1,329 2093
Hunan Valin Lianyuan Iron and Steel
Co., Ltd.
(HIPE SRR B A TR A 7)) Tron 822 12.95
Fujian Nanping LIYUAN Trading Co.,
Ltd.
(R P B 5 A IR A ) Tron 533 8.40
Lianyungang Zunbang Trade Co., Ltd. Iron 329 5.18
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CEZBHHH S AR AT)
Beijing Topiron Resources Co., Ltd.

AEECEFEI F BRf™ 7 BHIRAT PR 2

) Iron 301 4.74
Total 3,315 52.19
Property leasing

The property leasing business of the Group is primarily conducted through its subsidiaries, Fengshou Dadi, Ecology
Investment and Dafeng Transportation Investment. The Group’s property leasing business primarily consists of
leasing out its sewage and rainwater network assets, land, factories and office buildings, etc..

According to the Notice on Allocating Sewage and Rainwater Pipe Network Assets to Jiangsu Fengshou Land
Investment Development Co., Ltd. ( {FRRIFEIG K. W/KEHFEE ZVLeR SR E R AIR A FAKE
EIHIIEEN) ) issued by the State-owned Assets Office of Dafeng District, Fengshou Dadi receive 1,216.24
kilometers sewage and rainwater pipe network within Dafeng District free of charge in 2020, with an asset
evaluation value of RMB2.121 billion. Due to the demand of Yancheng Dafeng District Minsheng Water Service
Co., Ltd. (37 K B % AR /KB PR A ) (“Minsheng Water”), the Group signed a property lease agreement
with Minsheng Water on the use of the above properties, and agreed that the lease period shall be from 1 January
2021 to 31 December 2040, among which the first five years shall be pipeline trial operation, and the rental shall
be reduced and charged, and the rental shall be RMB135 million. From 2026, the rental shall be increased by 5 per
cent. comparing to the rental of the previous year. According to the lease agreement, considering the trial operation
stage, the rental from the beginning of 2021 to the end of 2023 can be paid before 2024, and the rental can be paid
in one lump sum or in two installments every year in the later period.

In addition, Ecology Investment leases out part of its self-built and purchased factories and office buildings, while
Dafeng Transportation Investment leases out part of idle land to the external entities, recorded certain rental income
every year.

Others

Other businesses of the Group primarily include gas and power supply, sewage treatment, civil defence, security
escort, etc., and the revenue sources are relatively diversified.

The gas supply business of the Group is carried out by Nanjing Fengye. Natural gas is procured from Jiangsu
Natural Gas Co., Ltd. (JLERE KIRHE A PR A F]), a subsidiary of Jiangsu Guoxin Investment Group Limited (V1.
k8 [B15 5 H A PR A7), and natural gas is sold to natural gas consumption entities with stable demand such as
Suzhou Towngas Co., Ltd. (&N FHEBRH A IR A 7)), Dafeng Ganghua Gas Co., Ltd. (K ZEHERE AR A F])
and Nanjing China Resources Gas Co., Ltd. (F§ i #EE AR A PR A 7]) at the same time.

CORPORATE GOVERNANCE STRUCTURE

The Group has established a sound corporate governance structure comprising the directors and operating
management entities.

The following diagram sets forth a simplified corporate governance structure of the Guarantor as at the date of this
Offering Circular:
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Remuneration Audit and Risk Control

Committee Committee

Strategy and Investment
and Appraisal Committee

—| Planning and Finance Department

—| Office

Yancheng Dafeng Urban Development Investment Holding

(R Eh&ié%;i&%;g;ﬂﬁ@ HIRAT) ‘i Board of Directors |—| General Manager l——' Asset Management Department

(Guarantor )

—| Financing Management Department

—| Internal Audit Department

ENVIRONMENTAL MATTERS

The Group is subject to environmental laws and regulations governing air pollution, noise emissions, hazardous
substances, water and waste discharge and other environmental matters issued by the governmental authorities in
the PRC. The Group believes that it is in compliance in all material respects with applicable environmental laws
and regulations. As at the date of this Offering Circular, the Group is not aware of any material environmental
proceedings or investigations to which it is or might become a party.

INSURANCE

The Group maintains insurance policies, which the Group believes to be consistent with the relevant law and
industry and business practice in the PRC. The Group maintains insurance coverage in the types which it believes
are commensurate with its risk of loss and industry practice. Consistent with what the Group believes to be
customary practice in the PRC, it does not carry any business interruption insurance, key-man insurance or
insurance covering potential environmental damage claims. Such insurance is not mandatory under the laws and
regulations of the PRC, and such insurance is either unavailable in the PRC or requires substantial cost.

EMPLOYEES

Asat31 December 2024, the Group had approximately 1200 full-time employees. In accordance with the applicable
regulations of local governments in regions where the Group has business operations, the Group makes
contributions to the statutory pension plan, medical insurance, unemployment insurance, maternity insurance and
workers’ compensation insurance. The amount of contributions is based on the specified percentages of employees’
aggregate salaries as required by relevant PRC authorities. The Group also makes contributions to an employee
housing fund according to applicable PRC regulations. In addition to statutory contributions, the Group provides
annual bonuses to employees. The Group enters into an employment contract with each of its employees in
accordance with applicable PRC laws. Such contracts include provisions on wages, holiday entitlement, employee
benefits, training programmes, health and safety, confidentiality obligations and grounds for termination.

LEGAL PROCEEDINGS
From time to time, the Group, together with its subsidiaries, may be involved in legal proceedings or other disputes
in the ordinary course of its business. As at the date of this Offering Circular, the Group is not aware of any legal

proceedings, claims, disputes, penalties or liabilities currently pending or threatened against the Group that may
have a material adverse change on its business, financial condition or results of operations.
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DIRECTORS AND SENIOR MANAGEMENT OF THE GUARANTOR
DIRECTORS

The board of directors of the Guarantor currently consists of eight directors, including one chairman and an
employee representative director.

The following table sets forth certain information concerning the Guarantor’s directors as at the date of this Offering
Circular:

Name Age Position

Mr. Gui Boxiang (FEAAFE)....cvoeeveeeeeeeeeeeee 51 Chairman of the board and executive director
Mr. Dong Haipeng (ZEHEME) .....coovvcvieccee, 46 Director and general manager

Mr. Chang Yuanbo (% TGH) ..vovevevereeeiiiieieieieieinn 49  Director

Mr. Wang Hua (EFHE) oo 47  Director

Ms. Xu Tingting (FFEIE) cvveveveeeceeeeeeeeen 33 Director

M. Yao Ya0 (BEZE) .vovveeiiiieeveccccee 34 Director

Mr. Shan Jun () oo 44 Director

Ms. Zhao Yanhong (GEEEEAL) ....ocvoveveeeeeeeeeevene 38  Employee representative director

Mr. Gui Boxiang (EE{E##), aged 51, has successively held positions as the clerk at Chuandong Tongshang Traffic
Management Office of Dafeng Transportation Bureau (K 2 17 528 J&) ) 1| 538 75 22 & ), an accountant at Dafeng
Transportation Bureau (K ' 1722 J5)), the deputy secretary at Youth League Committee of Dafeng Municipal
Transportation Bureau (X' 17421 J&) [ Z%), the deputy director of the Nanyang Central Traffic Management
Office of Dafeng Transportation Bureau (K % 7 %2 18 3 #iy =) B F% 00 28 & IT), the deputy director of the
Nanyang Central Traffic Management Office of Transportation Bureau of Dafeng District, Yancheng City (%31
T K B [ A2 S0 A o J=) 7 B 0 58 & FIT), the chairman and the general manager of Yancheng Dafeng District
Tongda Transportation Service Co., Ltd. (B3 7 A 8 % 18 32 <2 1@ Ik %5 A PR A 7)), an executive deputy general
manager of Dafeng Transportation Investment and the general manager of Dafeng Transportation Investment. He
is currently the chairman, the executive director and the legal representative of Dafeng Construction and chairman,
the executive director and the legal representative of the Guarantor. He obtained a bachelor’s degree.

Mr. Dong Haipeng (FE##8), aged 46, has successively held the positions as the technician at Simaoyou Gate
Management Office in Dafeng District, Yancheng City (3 7 oK % [5% VU YP 74 e & EE FT), the deputy director of
Simaoyou Gate Management Office, Dafeng District, Yancheng City (%35 7 X [ DY 0 75 Fel 257 22 FT), the
deputy director and the deputy secretary of the Zhugang Gate Management Office, Dafeng District, Yancheng City
(A 3l T K [ AT s [ &P BT, the secretary and the deputy director of Zhugang Gate Management Office,
Dafeng District, Yancheng City (B3l it K 5 & 75 ¥ 4 #LAT), the director and the secretary of Zhugang Gate
Management Office, Dafeng District, Yancheng City (53 7 K ' % 7THE R & BT, the person in charge of the
Engineering Management Section of the Water Conservancy Bureau of Dafeng District, Yancheng City (%3 i
KRB & K 5 TREE AL, the general manager of Yancheng Dafeng District Water Affairs Investment and
Development Co., Ltd. (i3 17 K 8 E K75 % & 95 & A R A 7)), the chairman and the general manager of
Ecology Investment. He is currently the director and the general manager of Dafeng Construction and director and
general manager of the Guarantor.

Mr. Chang Yuanbo (& JGiH), aged 49, has successively held the positions as the clerk in the Office of the Dafeng
Municipal Committee (K ' 17 Z## A %), the clerk of Office of the Technical Service Center of the Office of the
CPC Dafeng Municipal Committee (K 8 117 238 A\ % 55 SE RIS 0 A %) and the deputy director of the
Technical Service Center of the Office of the Dafeng District Committee (A2 [% Z3i /% S E M ARFS 0.
He is currently the deputy general manager of Yancheng Dafeng District Transportation Holding Group Co., Ltd.
(R IRy T K M [ A2 P AR 2 BB BR /A 7)), the director of Dafeng Construction and the director of the Guarantor.
He is a member of the Communist Party of China.

Mr. Wang Hua (£3), aged 47, successively held the positions as the government communicator in Longdi Town,
Dafeng City (District) CKE T (%) BESZHABUN), the staff member of the Statistics Station of Longdi Town,
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Dafeng City (District) CK2 1 (%) HEIESALIFT), the organization Officer of Xinfeng Town, Dafeng City
(District)yCK &7 () ¥ 88), the deputy secretary of the Party Committee of Yubei Village, Xinfeng Town,
Dafeng City (District) CKE T ([%) Fr S LA %2, the first secretary and the deputy director of the Party
and Government Office of Chiqi Village, Dafeng City (District) CK 2. 17 (&) 78iHA]), the party branch secretary
of Quanxin Village, Xinfeng Town, Dafeng District (X' [ #7 % $8 4200 4F), the member of the Party Working
Committee of Dutch Flower Sea in Dafeng District (K ' [5 fif B {£4 % 1-Z%) and the secretary of the Party Branch
of Quanxin Village (42/0>4Y). He is currently the deputy general manager of Yancheng Doulonggang Ecological
Tourism Resort Group Co., Ltd. (3 17 | § ¥ A& 38 ik 8 JZ R 5 ¥ fR A \]), the director of Dafeng
Construction and the director of the Guarantor. He obtained a junior college degree and is a member of the
Communist Party of China.

Ms. Xu Tingting (1% %), aged 33, has successively held the positions as the commodity accountant at Yancheng
Golden Eagle Julong Lake Shopping Center (%41 4> J&§ 5 #E W] i 47) 1 (), the general ledger supervisor at
Yancheng Golden Eagle Julong Lake Shopping Center (%3 4> /8 5 HE il H .0»), the general ledger supervisor
at Jiangsu Donghe Machinery Co., Ltd. (VL #% 5 ARI&MH R 2 7]), the general ledger supervisor at Jiangsu
Nonghua Smart Agriculture Technology Co., Ltd.(VL#F = 3 8 2= SERH A A BR A |). She currently serves
as the financial director of Yancheng Dafeng Fenghua Hengyu Investment Group Co., Ltd. (& i K & 5 2 3
TN AR A 5L A R Z AT A 7)), the director and a member of the audit and risk control committee of Dafeng
Construction and the director and a member of the audit and risk control committee of the Guarantor. She obtained
a bachelor’s degree.

Mr. Yao Yao (Bk38), aged 34, has successively held the position as the accountant of Dafeng Yitong Cultural
Products Co., Ltd.(OK '8 1l 75 B 46 A & A R A #), the financing personnel of Yancheng Dafeng District
Haicheng Industrial Development Co., Ltd. (H I 17 K S 5 30k 25 3€ 95 R 47 FR 2 7) and the manager of the
financing department of Yancheng Dafeng Haicheng Industrial Development Co., Ltd. (3 7 A 215 i 5 35
AR A F]). He is currently serves as the deputy general manager of Yancheng Dafeng Haicheng Industrial
Development Co., Ltd. (B3 7T K S5 iE30 2 56 95 A BR A 7)), the director of Dafeng Construction and the
director of the Guarantor. He obtained a bachelor’s degree.

Mr. Shan Jun (BF), aged 44, has successively held the position as the clerk at Yancheng Haijing Group Salt
Industry Co., Ltd. (E& 3k 57 45 [#] i 3245 B /A 7)), the chief accountant of Jiangsu Dafeng Coastal Development
Group Co., Ltd. (LR K 2959 B 5 4E[HF FR /A7) and the finance section chief of Coastal Forest Farm, Dafeng
District, Yancheng City (B3 115 K B [& 715 #k35). He currently serves as the manager of the financing department
of Ecology Investment, the director and the chairman of the audit and risk control committee of Dafeng
Construction and the director and the chairman of the audit and risk control committee of the Guarantor. He
obtained a bachelor’s degree.

Ms. Zhao Yanhong (B8E4L), aged 38, has successively held positions as the financing specialist, the deputy
manager of the financing department and the employee director of Dafeng Construction. She is currently an
employee director and a member of the audit and risk control committee of Dafeng Construction and the employee
director and a member of the audit and risk control committee of the Guarantor. She obtained a bachelor’s degree.

SENIOR MANAGEMENT

The following table sets forth certain information concerning the Guarantor’s senior management as at the date of
this Offering Circular:

Name Age Position
Mr. Dong Haipeng (ZEHEME) .....cvovveveeece, 46 Director and general manager
Mr. Ji Minggen (ZEHHR) oo 47 Deputy general manager

Mr. Qian Liuliu(EEF ) coocveeecceececes 49 Deputy general manager

Mr. Chen Huiwen (FREESD) oo 47 Deputy general manager

Mr. Zhang Xin (JREE) oveevveveeeeerineineieieseseneeseienes 43 Deputy general manager

Ms. Liu Qian () «ooveereeeeeieeeeeeeeeees 36 Financial officer

For Mr. Dong Haipeng (%) s biography, see “— Directors” above.
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Mr. Ji Minggen (Z=BHR), aged 47, has successively held positions as the instructor at the Dafeng Municipal Party
School (KB T Z#ifX), the clerk, the officer and the deputy director at the Dafeng Municipal Party Member
Audio-Visual Education Center and the Remote Office (K ' 1T # B BALZLF 10 EEFEHH), the deputy director
of the Dafeng District Party Member Audio-Visual Education Center and the Remote Office (K [X & B 1L %
B IEFEH) and the deputy director of the Cadre Section and the Youth Cadre Section of the Organization
Department of Dafeng District Committee (K [f ZZAHAR AL FH2EL. He currently serves as the deputy

general manager of Dafeng Construction, the deputy general manager of the Guarantor and the legal representative,
the director and the general manager of the Issuer. He obtained a bachelor’s degree.

Mr. Qian Liuliu(#:2] %), aged 49, successively held positions as the typist in the government office’s printing
room, the typists and confidential staff in the government office’s printing room and confidential room, the clerk
of the Information Supervision Section of the Government Office (U ##{5 5B & Fl), the clerk (deputy section
chief) of Dafeng Electronic Government Affairs Center (K & 11 % 1 BUH H[») (the Information Supervision
Section of the Government Office (U (5 5B & #})), the clerk of the Information Network Center of the
People’s Government of Dafeng City (0K 2 7 A ERBUME 24945 H1.0») (the Information Supervision Section of
the Government Office(BUf (5 BB &Rl T.1F)), the deputy director of the General Duty Room of the Dafeng
Municipal Committee and Municipal Government (K ¥ 7 25 1T BUf 48 {E ¥ %) (in charge of the overall work of
the Information Supervision Section ({7 2 & 2 #})). He is currently the deputy general manager of Dafeng
Construction and the deputy general manager of the Guarantor. He obtained a bachelor’s degree.

Mr. Chen Huiwen (BfME3C), aged 47, has successively held the positions as the technical director of Dafeng
Highway and Bridge Engineering Company (K2 17 A %&Z2 T A F]) (currently known as Dafeng Hongda
Road and Bridge Engineering Co., Ltd. (K '8 17 A2 BE L FEH R A F])), the clerk of the Construction Division
of Dafeng Municipal Transportation Bureau (K i {7 %2 18 1 #i J5) & 3% ¥ ), the rural road construction
administrator of Rural Road Office, Transportation Bureau of Dafeng City (K% 17 22 il i #ify =) =2 % #¥) and the
deputy director of the Rural Road Construction and Management Office (247 /A BB HIF /A E). He is
currently the deputy general manager of Dafeng Construction and deputy general manager of the Guarantor. He
obtained a bachelor’s degree.

Mr. Zhang Xin (58%%), aged 47, has successively held the positions as the clerk at the Urban Flood Control
Management Office of the Water Conservancy Bureau of Dafeng City, Jiangsu Province (YL ##4 K 1 7K F &
IR B HVE BEFIT), the clerk of the Development and Reform Commission of Dafeng City, Jiangsu Province (V1.
R T 9520, the clerk of the Service Industry Development Bureau of Dafeng City, Jiangsu Province (Y1
R N BT RIS IE R /), the deputy director of the Planning Section of the Service Industry Development
Bureau of Dafeng City, Jiangsu Province (YL &R K% 17 iR 7% 35 9% B I #1 #1F}), the deputy director of the
Planning Section of the Service Industry Development Office of Dafeng City, Jiangsu Province (V1% % X & 17 it
B RN EHIEIR), the director of the Planning Section of the Service Industry Development Office of
Dafeng City, Jiangsu Province (VLER % K 2 17 i i% € 95 R i A = i 81}, the director of the Planning Section,
Service Industry Development Office, Dafeng District, Yancheng City, Jiangsu Province (V1.#k %4 &3k i X 2 &
R 7% 2 9% R P A EHLEIF}), the director of the Development and Reform Commission of Dafeng District,
Yancheng City, Jiangsu Province (VL% 44 Bl 35 7 K 2[5 9% f Al 2 5525 B &), the fourth-level director of the
Development and Reform Commission of Dafeng District, Yancheng City, Jiangsu Province (VT.%F 44 & 3 7 K &
5 9% AN 2 #: 25 B €r), the director and the fourth-level director of the Service Industry and Economic Trade
Division and the Development and Reform Commission of Dafeng District, Yancheng City, Jiangsu Province (Y.
ok 2 B T DK B L % P R 0 2 B e IS SE AN & 7 F)) and the director and the fourth-level director of the
Industry Division the Development and Reform Commission of Dafeng District, Yancheng City, Jiangsu Province
(VL8R4 B3 T O S 3 R A 2% B & T2 FL). He is currently the deputy general manager of Dafeng
Construction and the deputy general Manager of the Guarantor. He obtained a bachelor’s degree.

Ms. Liu Qian (2f#), aged 36, has successively held the positions as the cost accounting accountant of Yancheng
Zhongnan Century City Real Estate Investment Co., Ltd. (53 AT J5 2 5 A B A7), the financial
manager of Yancheng Jinshi Business Hotel, Commercial Company of Jiangsu Zhongnan Construction Group (Y.
o R T R AR ] R 3E A ) B Ik 4 A B 5 )5 ), the deputy financial manager of Zhongnan City Shopping
Center, Yancheng Zhongnan Century City Real Estate Investment Co., Ltd. (83 5 tH 403075 2 #E A B
] RS H0) and the financial manager of Zhongnan City Shopping Center, Dongtai Zhongnan Jinyue
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Property Co., Ltd.(% 5 H I S B 36 IR A m) 1 B 4 00). She currently serves as the financial director
of Dafeng Construction and financial officer of the Guarantor. She obtained a bachelor’s degree.
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PRC LAWS AND REGULATIONS

This section summarises the principal PRC laws and regulations which are relevant to the Group’s business and
operations. As this is a summary, it does not contain a detailed analysis of the PRC laws and regulations which
are relevant to the Group’s business and operations.

REGULATIONS RELATING TO OVERSEAS FINANCING
NDRC Registration

On 14 September 2015, the NDRC issued the Circular on Promoting the Reform of the Administrative System on
the Issuance by Enterprises of Foreign Debt Filings and Registrations (|2 5% %% Ji f{g 25 23 B A HE I A 35 9547 /M
A B RO PR O A B AN (FE A& [2015]2044 55)) (the “NDRC Circular”), which became effective on
the same day. In order to encourage the use of low-cost capital in the international capital markets in promoting
investment and steady growth and to facilitate cross-border financing, the NDRC Circular abolished the case-by-
case quota review and approval system for the issuance of foreign debts by PRC enterprises. The NDRC issued
the NDRC Measures (“NDRC Measures”) on 5 January 2023, which came into effect from 10 February 2023
and replaced the NDRC Circular.

For the purposes of the NDRC Measures, the medium- and long-term foreign debts of enterprises mentioned in
the NDRC Measures refer to debt instruments with a tenor of more than one year that are borrowed from overseas
by enterprises within the territory of the PRC and by overseas companies or branches controlled by them,
denominated in local or foreign currency, and of which principal and interest on the foreign debts are repaid as
agreed. Debt instruments include, but are not limited to, senior debts, perpetual debts, capital debts, medium-term
Bonds, convertible bonds, exchangeable bonds, financial leasing, and commercial loans. According to this
definition, offshore bonds issued by both PRC enterprises and their controlled offshore enterprises or branches
shall be regulated by the NDRC Measures.

According to the NDRC Measures, domestic enterprises and their overseas controlled entities prior to issuing any
foreign debts with a tenor of more than one year shall obtain from the NDRC a certificate of review and
registration of enterprise borrowing of foreign debts (11 3 F /ME 3 4% 5 5L 38 B) (the “Certificate of Review
and Registration”) and shall report certain details of the foreign debts to the NDRC within ten working days
upon the completion of issuance through the online system for the review, registration, management and service
of enterprise foreign debts established by the NDRC (the “NDRC Online Reporting System™). An enterprise
shall, with the Certificate of Review and Registration, go through the relevant procedures of foreign exchange
registration, account opening, proceeds receipt, payment and remittance, and use of proceeds in accordance with
the applicable laws and regulations.

The materials to be submitted by an enterprise shall include an application report attached with the relevant
documents, setting out details such as necessity of the issuance, issuance plan of the currency, size, interest rate,
maturity, use of proceeds, repayment plan and risk prevention measures. NDRC shall decide whether to accept an
application within five working days of receipt and shall issue a Certificate of Examination and Registration
within three months from the date of accepting the application.

To issue foreign debts, an enterprise shall meet the following basic conditions:

» established in accordance with the applicable law, exists legally, operates in compliance with applicable
regulations, and has a sound and well-operated organisational structure;

* having a reasonable demand for funds raised from foreign debt, the purposes of which meet the NDRC
Measures; and having good credit status, solvency and a sound risk prevention and control mechanism for
foreign debts; and

e (together with its controlling shareholders and actual controllers) in the latest three years, not having (i)
committed any criminal crimes such as corruption, bribery, embezzlement of property, misappropriation of
property, or disruption of the order of socialist market economy, or (ii) been investigated by competent
authorities for being suspected of committing a crime or committing a major violation of laws and regulations.
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According to the NDRC Measures, an enterprise shall complete the NDRC Post-issue Filing within ten working
days in the PRC after the completion of the bond issuance. After the issuance, the NDRC Measures further require
that enterprises shall, within the first five working days of the end of January and July each year, submit to NDRC
the information on utilisation of proceeds raised from foreign debts, repayment of principal and interest and
payment schedule, and major business indicators. Furthermore, for any major event that may affect the issuer’s
performance of debt obligations, such issuer shall timely submit relevant information and take risk control and
isolation measures to prevent default or cross default of domestic bonds.

In the case of any concealment, false record, misleading statement or material omission in the reported and
disclosed information relating to the issuance of foreign debts in the examination and registration application or
in obtaining the Certificate of Examination and Registration or other violations of the requirements as set out in
the NDRC Measures, NDRC shall give warnings or revoke the Certificate of Examination and Registration, or
list the enterprise as an enterprise with poor credit in the national credit information platform, as applicable.

The NDRC Measures also provide that underwriting institutions, law firms, accountants and other intermediaries
involved in debt securities issuance which do not comply with the registration requirement under the NDRC
Measures or its related laws and regulations, will be subject to fines or sanctions as applicable.

SAFE Registration

Pursuant to the Administrative Measures for Foreign Debt Registration and its operating guidelines, effective as
at 13 May 2013, issuers of foreign debts are required to register with the SAFE. Issuers other than banks and
financial departments of the government shall go through registration or record filing procedures with the local
branch of the SAFE within 15 business days of entering into a foreign debt agreement. If the receipt and payment
of funds related to the foreign debt of such issuer is not handled through a domestic bank, the Issuer shall, in the
event of any change in the amount of money withdrawn, principal and interest payable or outstanding debt, go
through relevant record-filing procedures with the local branch of the SAFE.

PBOC Circular Regarding Cross-border Financing

In early 2016, PBOC introduced a pilot macro-prudential management system for cross-border financing (the
“MP Financing Management System”) which specifically applied to 27 designated banks and nonfinancial
enterprises registered in four free trade zones in Shanghai, Tianjin, Guangdong and Fujian (the “FTZ”). On 29
April 2016, the PBOC issued the Circular on Implementing Overall Macroprudential Management System for
Nationwide Cross-border Financing (7B A\ ESRAT B 17275 24 55 8 ] ) B it 4 11 458 5 15 ik 5 7 1B o 1HLE B
(I %) ) (the “2016 PBOC Circular”) to extend the MP Financing Management System nationwide. On 11
January 2017, the PBOC issued the Notice on the Relevant Issues of the Full Scale Macro-prudential Management
of Cross-border Financing (" B{ANKERITHN&OKREBRGE ZHFEEHEFMIEAEREM) @R
[2017]9 5%)) (the “2017 PBOC Circular”), which came into effect on the same day. Under the 2017 PBOC
Circular, enterprises are required to file with SAFE after a cross-border financing agreement is signed and at least
three working days prior to the drawdown of the loan or issue of debt securities, and report the relevant capital
settlement information after making such capital settlement. In addition, the enterprises are also required to update
the information with respect to the cross-border financing every year. In the event that the audited net assets, or
the creditor, loan terms, amount or interest rate of the cross-border financing agreement changes, the enterprises
are required to complete the change of the filing in due course. The 2017 PBOC Circular is a new regulation and
is subject to interpretation and application by relevant PRC authorities.

REGULATIONS RELATING TO PRC CURRENCY CONTROLS
Current Account Items

Under PRC foreign exchange control regulations, current account items refer to any transaction for international
receipts and payments involving goods, services, earnings and other frequent transfers. Prior to July 2009, all
current account items were required to be settled in foreign currencies with limited exceptions. Following
progressive reforms, Renminbi settlement of imports and exports of goods and of services and other current
account items became permissible nationwide in 2012, except that the key enterprises on a supervision list
determined by the PBOC and five other relevant authorities in the PRC would be subject to enhanced scrutiny
when banks process current account cross-border repatriations.
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On 5 July 2013, the PBOC promulgated the Circular on Policies related to Simplifying and Improving Cross-
border Renminbi Business Procedures (B 74 i {415 55 A B ¥ SE 5 AR AN 52 358 B BUR B8 %) (the “2013
PBOC Circular”) which simplified the procedures for cross-border Renminbi trade settlement under current
account items. On 1 November 2014, the PBOC introduced a cash pooling arrangement for qualified multinational
enterprise group companies, under which a multinational enterprise group can process cross-border Renminbi
payments and receipts for current account items on a collective basis for eligible member companies in the group.
On 5 September 2015, the PBOC promulgated the Circular on Further Facilitating the Cross-Border Bi-directional
Renminbi Cash Pooling Business by Multinational Enterprise Groups (i~ — {5 F) 5 3] 4> 3£ 4 [ 5 2 155
Ba 8 ) N RRCE S 3E RS HOIE %) (the “2015 PBOC Circular”), which, inter alia, has lowered the eligibility
requirements for multinational enterprise groups and increased the cap for net cash inflow. The 2015 PBOC
Circular also provides that enterprises within a pilot free trade zone in the PRC, such as the China (Shanghai)
Pilot Free Trade Zone (“Shanghai FTZ”) may establish an additional cash pool in the local scheme in such pilot

free trade zone, but each onshore company within the group may only elect to participate in one cash pool.

The regulations referred to above are subject to interpretation and application by the relevant PRC authorities.
Local authorities may adopt different practices in applying these regulations and impose conditions for settlement
of current account items.

Capital Account Items

Under PRC foreign exchange control regulations, capital account items include cross-border transfers of capital,
direct investments, securities investments, derivative products and loans. Capital account payments are generally
subject to the approval of, and/or registration or filing with, the relevant PRC authorities. Until recently, settlement
of capital account items, for example, the capital contribution of foreign investors to foreign-invested enterprises
in the PRC, were generally required to be made in foreign currencies. Under progressive reforms by the PBOC,
the MOFCOM and the SAFE, foreign investors are now permitted to make capital contribution, share transfer,
profit allocation and liquidation and certain other transactions in Renminbi for their foreign direct investment
within the PRC. Cross-border Renminbi payment infrastructure and trading facilities are being improved.
Approval, registration and filing requirements for capital account payments in Renminbi are being removed
gradually. The Circular on Reforming the Administrative Approach of the Foreign Exchange Capital Settlement
for Foreign Invested Enterprises ([ /2 B A $50 8 A1 3 1 4 A 42 4% b 457 2 7 UMK IB %) became effective
on | June 2015 (the “2015 SAFE Circular”). In addition to the option to settle foreign current capital through
payment-based foreign exchange settlement (3215 5[ ffill), the 2015 SAFE Circular allows foreign-invested
enterprises to settle up to 100 per cent. (subject to future adjustment at discretion of SAFE) of the foreign currency
capital (which has been processed through the SAFE’s equity interest confirmation procedure for capital
contribution in cash or registered by a bank on the SAFE’s system for account-crediting for such capital
contribution) into Renminbi according to their actual operational needs on a voluntary basis. In principle, the
Renminbi proceeds through the aforementioned voluntary settlement shall be deposited into designated bank
account called capital account item — account for foreign currency settlement pending payment (& 4<JH H -4 b
R AR ) (the “Account for Foreign Currency Settlement Pending Payment™) as opened by such foreign-
invested enterprise, and accordingly all future payments shall be processed from such Account for Foreign
Currency Settlement Pending Payment. A negative list with respect to the usage of the foreign currency capital
and the Renminbi proceeds settled therefrom is set forth under the 2015 SAFE Circular. In particular, a foreign-
invested enterprise with investment as its main business (including the foreign-invested investment company (%}
P& PEA 7)), foreign-invested venture capital enterprise (71 #5& BZEFEE 1 3E) or foreign-invested private
equity investment enterprise (¥} % & I HEFR & ©3F)) is permitted to use the Renminbi proceeds settled from
its foreign currency capital (whether directly settled, or from the Renminbi deposit in its Account for Foreign
Currency Settlement Pending Payment as previously settled through voluntary settlement) to make equity
contribution to its invested enterprises directly, without further filings with SAFE. PRC entities are also permitted
to borrow Renminbi-denominated loans from foreign lenders (which are referred to as “foreign debt”) and lend
Renminbi-denominated loans to foreign borrowers (which are referred to as “outbound loans”), as long as such
PRC entities have the necessary quota, approval or registration. PRC entities may also denominate security or
guarantee arrangements in Renminbi and make payments thereunder to parties in the PRC as well as other
jurisdictions (which is referred to as “cross-border security””). Under current rules promulgated by SAFE, foreign
debts borrowed, outbound loans extended, and the cross-border security provided by a PRC onshore entity
(including a financial institution) in Renminbi shall, in principle, be regulated under the current PRC foreign debt,
outbound loan and cross-border security regimes applicable to foreign currencies. However, there remains
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potential inconsistencies between the provisions of the SAFE rules and the provisions of the 2013 PBOC Circular.
It is not clear how regulators will deal with such inconsistencies in practice.

According to the 2015 PBOC Circular, qualified multinational enterprise groups can extend Renminbi-
denominated loans to, or borrow Renminbi-denominated loans from, eligible offshore member entities within the
same group by leveraging the cash pooling arrangements. The Renminbi funds will be placed in a special deposit
account and may not be used to invest in stocks, financial derivatives, or non-self-use real estate assets, or purchase
wealth management products or extend loans to enterprises outside the group.

Recent reforms introduced were aimed at controlling the remittance of Renminbi for payment of transactions
categorised as capital account items. There is no assurance that the PRC government will continue to gradually
liberalise the control over Renminbi payments of capital account item transactions in the future. The relevant
regulations are relatively new and will be subject to interpretation and application by the relevant PRC authorities.
Further, if any new PRC regulations are promulgated in the future which have the effect of permitting or restricting
(as the case may be) the remittance of Renminbi for payment of transactions categorised as capital account items,
then such remittances will need to be made subject to the specific requirements or restrictions set out in such rules.

REGULATIONS ON LAND AND THE DEVELOPMENT OF REAL ESTATE PROJECTS
Land Grants

In April 1988, the National People’s Congress of the PRC (the “NPC”) passed an amendment to the Constitution
of the PRC. The amendment allowed the transfer of land use rights for value to prepare for reforms of the legal
regime governing the use of land and transfer of land use rights. In December 1988, the Standing Committee of
the NPC (the “SCNPC”) amended the Land Administration Law of the PRC (H 3 A\ [ A 3] - #5 #EYE) to
permit the transfer of land use rights for value.

Under the Provisional Regulations of the People’s Republic of China on Grant and Transfer of the Land Use
Rights of State-owned Urban Land (7 # A [ AT [ 3k 85 5 A -+ b 3 FH R HH R38R 8538 7 1714491 ) (the
“Provisional Regulations on Grant and Transfer”’) implemented by the State Council on 19 May 1990 and it
was lastest amended on 29 November 2020, a system of assignment and transfer of the right to use state-owned
land was adopted. A land user shall pay land premium to the government as consideration for the grant of the
right to use a land site within a certain term, and the land user may transfer, lease out, mortgage or otherwise
commercially exploit the land use rights within the term of use. Under the Provisional Regulations on Grant and
Transfer and the Law of the PRC on the Administration of Urban Real Estate (#F' 3 A\ [ AN S35, 117 5 b i
FH7%), the land administration authority under the local government of the relevant city or county shall enter into
an assignment contract with the land user to provide for the grant of land use rights. The land user shall pay the
land premium as provided by the assignment contract. After full payment of the land premium, the land user shall
register with the land administration authority and obtain a land use rights certificate which evidences the
acquisition of land use rights. The Regulations on Administration of Development of Urban Real Estate (3877 /5
b B 3548 2 4 TG 451)) provide that the land use rights for a land parcel intended for real estate development
shall be obtained through grant except for land use rights which may be obtained through appropriation pursuant
to PRC laws or the stipulations of the State Council.

Under the Regulations regarding the Grant of State-Owned Land Use Rights by Way of Public Bidding, Auction

and Listing Procedure (485 #1 B #H b i SE B4 - M FH #E K1 7€) issued by the Ministry of Land and
Resources (the “MLR”) on 9 May 2002 and implemented on 1 July 2002 (the “2002 Regulations™) and revised
on 28 September 2007 with the name Regulations regarding the Grant of State-Owned Construction Land Use
Rights by Way of Public Bidding, Auction and Listing Procedure (45411 B FHH e H 528 [ A5 28 55 FH et P AEE AR
5E) (the “2007 Regulations”) effective on 1 November 2007, land for industry (except land for mining),
commercial use, tourism, entertainment and commercial residential properties, and land for which there are two
or more intended users must be granted by way of the public bidding, auction and listing procedure. A number of
measures in the 2007 Regulations ensure such grants of land use rights for commercial purposes are conducted
openly and fairly. For instance, the local land bureau must take into account various social, economic and planning
considerations when deciding on the use of a certain piece of land, and its decision regarding land use designation
is subject to the approval of the city or county government. The grantee shall apply for land registration and obtain
the land use rights certificate upon full payment of the land premium for the land according to the land grant
contract. In the event that the land premium for the land is not paid in full, the grantee will not receive the land
use rights certificate. In addition, the announcement of public bidding, auction and listing procedure must be made
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20 days prior to the date on which such competitive process begins. Further, the 2007 Regulations stipulate that
for listings on a land exchange, the time period for accepting bids must be no less than ten days. Following the
2002 Regulations, the MLR and the Ministry of Supervision issued the Notice on Continuing the Review of the
Implementation of the Grant of Land Use Rights for Commercial Uses By Soliciting Public Bidding, Auction and
Listing Procedure on a Land Exchange ( [3 /i 448 B 2 4% 2 11 1 M s P REFA A 4 B i H R Dl R B 82 T
YERIIE A) on 18 March 2004, which requires all local land administration authorities to strictly enforce the 2002
Regulations. In addition, the MLR and the Ministry of Supervision required that beginning from 31 August 2004,
no land use rights for commercial uses granted by way of agreement shall be dealt with due to reasons stemming
from historical legal legacy issues. In the Urgent Notice of the General Office of the State Council on Intense
Regulation and Rectification of the Land Market and Strict Administration of Land ([ 75 Fit J# 2 B8 B 2 R A\ B
Ji = b T35 v FHE R g b b HE ) 2 SUE ), issued by the General Office of the State Council on 29 April
2004, the approval process for the change of use from agricultural land to non-agricultural land for development
was suspended for a period of approximately six months so that the PRC government could rectify irregularities
in land development in China.

In the case of tenders, the local land bureau granting the land use rights should examine the qualifications of the
intended bidders and encourage those who are qualified to participate in the bidding process by sending out
invitations to tender. Bidders are asked to submit sealed bids together with the payment of a security deposit.
When land use rights are granted through tenders, a tender evaluation committee consisting of an odd number of
members of at least five people (including a representative of the grantor and relevant expert) shall be formed by
the land bureau which is responsible for initiating the tenders and deciding on the successful bidder. The successful
bidder will then sign the land grant contract with the land bureau and pay the balance of the land premium before
obtaining a land use rights certificate.

Where land use rights are granted by way of the public bidding, auction and listing procedure, a public bidding,
auction and listing procedure will be held by the relevant local land bureau. The land use rights are granted to the
highest bidder. The successful bidder will then be asked to sign the land grant contract with the local land bureau
and pay the relevant land premium within a prescribed period.

Where land use rights are granted through a listing administered by the local government, a public notice will be
issued by the local land bureau to specify, among other things, the location, area, purpose of use of the land and
the period for receiving bids. The land use rights are granted to the bidder with the highest bid who satisfies the
terms and conditions stipulated by the local land bureau. The successful bidder will enter into a land grant contract
with the local land bureau and pay the relevant land premium within a prescribed period.

On 11 June 2003, the MLR promulgated the Regulations on the Grant of State-owned Land Use Rights by
Agreement (13 H 52 B4 -+t ff FH#E# € ) and implemented it on 1 August 2013. According to this regulation,
if there is only one entity interested in using the land, the land use rights (excluding profit-oriented land for
commercial use, tourism, entertainment and commercial residential properties) may be assigned by way of
agreement. If two or more entities are interested in the land use rights to be assigned, such land use rights shall be
granted by means of public bidding, auction and listing.

On 18 November 2009, the MOF, the MLR, the PBOC, the National Audit Office and the Ministry of Supervision
issued the Notice on Further Strengthening the Land Transfer Revenue and Expenditure Management ([ 72 i —
A5 N b b BRI E BRI %) jointly, which stipulates:

*  The city or county land resource department must specify the land transfer price, rent and the total sum of the
allocated land price, payment time and payment mode in the state-owned land transfer contract, lease contract
and letter of decision on appropriation. If the land use conditions have been changed upon approval according
to law, the city or county land resource management department must specify the additional price of the land
that shall be paid in the land transfer and lease contracts and the payer shall pay the sum of money as stipulated
by the contract. If a unit or individual fails to pay up the land price as required, the city or county land resource
management department must neither approve nor issue the state-owned land use certificate nor issue a partial
certificate according to the proportion of the land price paid.

* In principle, the term for paying the full land transfer price by instalments agreed between the city or county
land resource management department and land transferee pursuant to law shall not exceed one year. The
proportion of first payment shall not be less than 50.0 per cent. of the total land transfer price.
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Planning of Construction Projects

On 1 January 2008, the SCNPC implemented the PRC City and Countryside Planning Law (4 #E A AN B35
A #17%) which was amended on 24 April 2015 and 23 April 2019, pursuant to which a construction planning
permit must be obtained from the relevant urban and rural planning government authorities for building any
structure, fixture, road, pipeline or other engineering project within an urban or rural planning area. After obtaining
the construction works planning permit, a construction project developer shall apply for a construction work
commencement permit from the construction authority under the local people’s government at the county level or
a higher construction authority in accordance with the Measures for the Administration of Construction Permit
for Construction Projects (% 2 T2t T3 1] & B %) issued by MOHURD on 25 June 2014 and implemented
on 25 October 2014. The Measures was recently amended on 30 March 2021. According to the Notice Regarding
Strengthening and Regulating the Administration of Newly-commenced Projects ([ 75 Bt J# /- JB& [3# Ji> i e Ak
FHTH LIA H & BEAOIE A1) issued by the General Office of the State Council on 17 November 2007, before
commencement of construction, all kinds of projects shall fulfil certain conditions, including, among others,
compliance with national industrial policies, development plans, land supply policy and market access standards,
completion of all approval and filing procedures, compliance with zoning plans in terms of site and planning,
completion of proper land use procedures and obtaining proper environmental valuation approvals and
construction work commencement permits or construction start-up reports.

In accordance with the Regulations on Administration of Development of Urban Real Estate (317 /5 i B 95
KB EH4H]) and the Regulation on the Quality Management of Construction Projects (7% L2 E &% H &
#1) implemented by the State Council on 30 January 2000 and amended on 7 October 2017 and 23 April 2019,
the Measures for Reporting Details Regarding Acceptance Examination Upon Completion of Buildings and City
Infrastructure (J75 /2 £ SN TT R B AR it TR 08 T B A 25 B W) implemented by MOHURD on 4 April
2000 and amended on 19 October 2009 and the Rules for the Confirmation of the Completion of Housing
Construction and City Infrastructure Projects ()75 /& S8 A1 7 BUEMERL it T2 L Eg S 7€) implemented by
MOHURD and implemented on 2 December 2013, after the completion of construction of a project, the
construction project must undergo inspection and receive the relevant approvals from local authorities which
include approvals from planning bureau, fire safety authorities and environmental protection authorities.

Real Estate Registration

According to the Interim Regulations on Real Estate Registration (A Eljz S 5L E 1T 1441) issued by the State
Council on 24 November 2014, enforced on 1 March 2015 and amended on 24 March 2019 and 10 March 2024,
PRC will apply a uniform registration system over real estate. Under this system, ownership of buildings and land
use right shall be registered in accordance with the provisions of the interim regulations. If registration is applied
by reasons of transfer or settlement of mortgage, the application shall be made jointly by both parties. However,
the first registration application for the real estate without registration record shall be filed by either party involved.
Any interested party may apply to inquire about or copy the real estate registration materials in accordance with
the law and the registration. The competent authorities shall not refuse to provide the information which has been
registered. Furthermore, the Interim Regulation confirmed that various real estate ownership certificates issued
prior to the implementation of the interim regulation shall remain valid.

The MLR implemented the Implementing Rules of the Interim Regulations on Real Estate Registration (Al
BRCE AT F AN R (the “Rules) on 1 January 2016, which was amended on 16 July 2019 and 21 May
2024. The Rules stipulate that after the acceptance of an application for real estate registration, the real estate
registration authority shall perform a site inspection. The owners and interested parties may inquire and obtain
the relevant real estate registration information. The Rules also clarify that real estate registration information
shall be managed by the relevant real estate registration authorities, which shall establish a real estate registration
information management system and an information safety and confidentiality system. No individual or entity
shall disclose such real estate registration information.

Bidding and Tendering Management

Bidding and tendering for various construction projects have been provided for in the Bidding and Tendering Law
of the People’s Republic of China (H1#E A\ LA HE AR £ 45025) promulgated by the SCNPC on 30 August 1999
which became effective on 1 January 2000 and was amended on 27 December 2017, Regulation on the
Implementation of the Bidding and Tendering Law of the People’s Republic of China (H 3 A\ [ A B A 4%
T8y 8 it /4451) promulgated by State Council on 20 December 2011 which became effective on 1 February 2012
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and was amended on 1 March 2017, 19 March 2018 and 2 March 2019 and which amendment became effective
on the same date, Measures for the Construction Bidding and Tendering of Construction Projects (LFE 7% IH H
i AR AR ) jointly promulgated by NDRC, MOC, MOR, MOT, Ministry of Information Industry of the
People’s Republic of China, Ministry of Water Resources of the People’s Republic of China, and Civil Aviation
Administration of China promulgated on 8 March 2003 which became effective on 1 May 2003 and was amended
on 11 March 2013 and which amendment became effective on 1 May 2013. The Administrative Measures for the
Bidding and Tendering of Housing Construction and City Infrastructure Work (/75 J2 2 A1 T OIS e i T F2
it A REPAZ A BRI issued by MOC on 1 June 2001 and it was amended on 28 September 2018 and 13

March 2019 and became effective on the same date.

In accordance with the Bidding and Tendering Law of the People’s Republic of China, certain types of projects
shall go through bidding processes during phases, including project survey, design, construction, supervision and
procurement of the essential equipment and materials relating to the project construction. Such projects include
projects related to social public interests and public security, including large infrastructure and utilities, projects
invested by using state-owned fund or financed by the PRC government in whole or in part and projects using
loans or funding aid from international organisations or foreign governments.

The process of bidding and tendering consists of five stages including bid invitation, tendering, bid opening, bid
evaluation and bid award. The principles of openness, fairness and equal competition shall be followed in the
bidding and tendering for construction project contracting and the contractor shall be chosen after evaluation.
After the contractor is determined, the tenderee shall issue the notification to the successful bidder. The
notification is legally binding on both the tenderee and the bid winner.

In accordance with the Bidding and Tendering Law of the People’s Republic of China and Measures for the
Construction Bidding and Tendering of Construction Projects, if any project that should undergo bidding as
required by law fails to go through the bidding process or the bidding process is otherwise evaded, the relevant
administrative supervision department shall order rectification within a specified period, and may impose a fine
of 0.5 per cent. up to 1.0 per cent. of the contract amount of the project. For projects using the state-owned funds
in whole or in part, the project approval authority may suspend the implementation of the project or suspend the
fund appropriation, and impose punishment on the person directly in charge of the entity or other person directly
liable. Further, in accordance with the provisions of the Interpretations of the Supreme People’s Court on Issues
of Law Application during the Trial of Construction Contracts for Building Projects (1) (¢ =5 A By B B 72 78 71
TR TR LA [ A &y 38 F VAR RS E 1) 3 RE (—)) issued by the Supreme People’s Court on 25 October
2004 and which became effective on 1 January 2005, and the recent amendment was made on 29 December 2020
and became effective on 1 January 2021. If any project that is required to undergo a bidding process fails to go
through the bidding process or the bid award is invalid, the construction contract for building projects shall become
invalid.

Quality Management

Laws and regulations on project quality mainly include Construction Law of the People’s Republic of China (%
#7%) which became effective on 1 March 1998 and amended on 22 April 2011 which amendment became
effective on 1 July 2011, modified on 23 April 2019, Regulation on Quality Management of Construction Projects
(% L &% PR1445)) issued by the State Council on 30 January 2000, became effective on the same date,
and was amended on 7 October 2017 and 23 April 2019, Administrative Measures for Quality Management of
Construction Project Survey (&% 2% & %) amended by MOC on 22 November 2007 and 1
April 2021 and became effective on the same date, Administrative Measures for Completion Acceptance Record
of Building Construction and City Infrastructure Projects (/75 )& & S AN T BUIE AR ie LR LB i 2B HE
7% issued by MOHURD on 19 October 2009 and became effective on the same date, Measures for Quality
Warranty of Building Construction Projects (/5 )2 2 28 T #22 &R &%) issued by MOC on 30 June 2000 and
became effective on the same date, Measures for Completion Acceptance of Port Works (¥ 1 L FER 1S isc
29 promulgated by MOT on 12 April 2005 which became effective on 1 June 2005 and amended on 5 September
2014 and 19 April 2016, which replaced by the Regulations on the Administration of Port Engineering
Construction (¥ 0 L& HHE) promulgated by MOT on 15 January 2018 and was amended on 28
November 2018 and 28 November 2019. Measures for Completion (Delivery) Acceptance of Highway Works (
N TRER () LB %) promulgated by MOT on 31 March 2004 and its implementation rules (2B LFE
VR (3 LBy & 4 H1)) which was promulgated on 27 January 2010 and Measures for the Management of
Construction Project Quality Deposits (7% T 1% 2 & fras & B ) issued by the MOHURD and the MOF
on 20 June 2017 and became effective on 1 July 2017.
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According to the Regulation on Quality Management of Construction Projects, all the building, surveying,
designing, construction and supervision units shall be responsible for the quality of construction projects. The
competent administrative department of construction at or above county level is the competent authority for
quality supervision and management of construction projects.

ENVIRONMENTAL PROTECTION MANAGEMENT

Major laws and regulations on environmental protection during the project construction process include the
Environmental Protection Law of the People’s Republic of China (4% A\ [ AN B IR % (R #7%) amended by
SCNPC on 24 April 2014 which became effective on 1 January 2015, Law on Environmental Impact Assessment
of the People’s Republic of China (H#E A\ [ B B2 15 5% ZE5FH %) promulgated by SCNPC on 28 October
2002 which became effective on 1 September 2003 and last amended on 29 December 2018, Administrative
Regulations on Environmental Protection of Construction Projects (2 7% TH H IR3% (R 7S # {4 41) issued by State
Council on 29 November 1998 and became effective on the same date and amended on 16 July 2017 and became
effective on 1 October 2017, and Administrative Measures for Environmental Protection Acceptance of
Construction Projects upon Completion (Za%IH H R T3R5 (R BRI BEHE%) promulgated by SEPA on 27
December 2001 which became effective on 1 February 2002 and amended on 22 December 2010 which
amendment became effective on the same date and became invalid on 4 January 2021.

In accordance with the provisions of the Administrative Regulations on Environmental Protection of Construction
Projects and Administrative Measures for Environmental Protection Acceptance of Construction Projects upon
Completion, the PRC government implements the system of environmental impact assessment with respect to
construction projects. After the completion of a construction project, the competent administrative department of
environmental protection will undergo an environmental protection acceptance process and assess whether the
construction project has met the requirements for environmental protection.

Environmental Protection

The Environmental Protection Law (g 5% & ## i%), promulgated on 26 December 1989 by the Standing
Committee of the National People’s Congress, which became effective on 26 December 1989, as amended on 24
April 2014, establishes the legal framework for environmental protection in the PRC. The Ministry of Ecology
and Environment of the State Council (the “MEE”) supervises environmental protection work in the PRC and
establishes national standards for the discharge of pollutants. Each of the local environmental protection bureaus
is responsible for the environmental protection work within their respective jurisdictions.

Air Pollution

The Air Pollution Prevention Law (K475 4% [iif17), promulgated on 5 September 1987 by the Standing
Committee of the National People’s Congress, which became effective on 1 June 1988 and was recently amended
on 26 October 2018 and became effective on the same date, establishes the legal framework for air pollution
prevention in the PRC. The MEE formulates national air quality standards. Each of the local environmental
protection bureaus is authorised to regulate air pollution within each of their respective jurisdictions by
formulating specific local standards and may impose penalties for violation.

Water Pollution

The Water Pollution Prevention Law (7Ki5 44[jjf7%), promulgated on 11 May 1984 by the Standing Committee
of the National People’s Congress, which became effective on 1 November 1984, and last amended on 27 June
2017, establishes the legal framework for water pollution prevention in the PRC. The MEE formulates national
waste discharge standards. Enterprises that discharge waste into water shall pay a treatment fee. Each of the local
environmental protection bureaus is authorised to regulate water pollution within each of its respective
jurisdictions by formulating more specific local standards, and may impose penalties for violation, including
suspending operations.
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Construction Projects

e

The Environmental Impact Appraisal Law (323552 Z5HE %), promulgated by the Standing Committee of the
National People’s Congress on 28 October 2002, which became effective on 1 September 2003 and was last
amended on 29 December 2018, Administrative Regulations on Environmental Protection of Construction Projects
(G R% I H ERBE R A8 FRAG 1), promulgated by the State Council on 29 November 1998, which became effective
on 29 November 1998 and was amended on 16 July 2017.

REGULATIONS ON LABOUR
Employment Contracts

The Labour Contract Law (%54 [F]7%), promulgated by the Standing Committee of the National People’s
Congress on 29 June 2007, which became effective on 1 January 2008 and was amended on 28 December 2012
and became effective on 1 July 2013, governs the relationship between employers and employees and provides
for specific provisions in relation to the terms and conditions of an employee contract. The Labour Contract Law
stipulates that employee contracts shall be in writing and signed. It imposes more stringent requirements on
employers in relation to entering into fixed-term employment contracts, hiring of temporary employees and
dismissal of employees. Pursuant to the Labour Contract Law, employment contracts lawfully concluded prior to
the implementation of the Labour Contract Law and continuing as at the date of its implementation shall continue
to be performed. Where an employment relationship was established prior to the implementation of the Labour
Contract Law but no written employment contract was concluded, a contract shall be concluded within one month
after its implementation.

Employee Funds

A

Under applicable PRC laws, regulations and rules, including the Social Insurance Law (ft & £ %),
promulgated by the Standing Committee of the National People’s Congress on 28 October 2010, which became
effective on 1 July 2011, and was recently amended on 29 December 2018 and became effective on the same date.
The Interim Regulations on the Collection and Payment of Social Insurance Premiums (#1& {rF B 800 1T 4%
1), promulgated by the State Council on 22 January 1999, which became effective on 22 January 1999 and last
amended on 24 March 2019, and Administrative Regulations on the Housing Provident Fund ({375 /A f & 3
1%451), promulgated by the State Council on 3 April 1999, which became effective on 3 April 1999 and as amended
on 24 March 2002 and on 24 March 2019, employers are required to contribute, on behalf of their employees, to
a number of social security funds, including funds for basic pension insurance, unemployment insurance, basic
medical insurance, occupational injury insurance, maternity leave insurance and to housing provident funds.
These payments are made to local administrative authorities and any employer who fails to contribute may be
fined and ordered to pay the outstanding amount within a stipulated time period.

REGULATIONS ON WORK SAFETY

According to the Work Safety Law of the People’s Republic of China (%2 4=42 2 12%) effective from 1 November
2002 and last amended on 10 June 2021 and became effective on 1 September 2021, if anything relating to work
safety shall be subject to examination and approval according to the provisions of the relevant laws and regulations
(including approval, verification, permission, registration, certification, granting licences, and etc.), the
departments responsible for work safety supervision and administration must carry out the examination and
approval by strictly following the relevant laws and regulations as well as the conditions and procedures for safe
production as required by national or industrial standards. In the event that the administrative department in charge
of examination and approval discovers or receives reports that any entity has unlawfully engaged in relevant
activities without obtaining approval or without passing the examinations for acceptance, it shall revoke the
unlawful act without delay and handle the case according to the law.

Administrative Regulations on the Safety of Hazardous Chemicals (f& b5 i 22 4= 5 BA% 1), which was
promulgated on 26 January 2002 and last amended on 7 December 2013, firstly provides that the State implements
the licensing system for the operation of hazardous chemicals (including storage management, hereinafter the
same), and without being licensed, any units and individuals shall not deal in hazardous chemicals. Secondly, it
provides that the enterprises dealing in hyper-toxic chemicals or hazardous chemicals to make explosives shall
file applications to the production safety supervision and administration departments of the local people’s
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governments at municipality (with districts) level and the enterprises dealing in other hazardous chemicals shall
file applications to the production safety supervision and administration departments of the local people’s
governments at county level (if the enterprise has storage facilities, it shall file applications to the production
safety supervision and administration department of the local people’s government at municipality (with districts)
level). Thirdly, the authorities mentioned above shall examine such documents pursuant to laws, conduct on-site
verification on the business premises and storage facilities of the applicants, and make the decision of approval or
refusal (if the application is approved, the licences for dealing in hazardous chemicals shall be issued). At last,
the applicants shall not deal in hazardous chemicals until they hold the licenses for dealing in hazardous chemicals
to handle registration at AICs.
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TAXATION

The following summary of certain tax consequences of the purchase, ownership and disposition of the Bonds is
based upon applicable laws, regulations, rulings and decisions in effect as at the date of this Offering Circular,
all of which are subject to change (possibly with retroactive effect). This discussion does not purport to be a
comprehensive description of all the tax considerations that may be relevant to a decision to purchase, own or
dispose of the Bonds and does not purport to deal with consequences applicable to all categories of investors,
some of which may be subject to special rules. Neither these statements nor any other statements in this Offering
Circular are to be regarded as advice on the tax position of any holder of the Bonds or any persons acquiring,
selling or otherwise dealing in the Bonds or on any tax implications arising from the acquisition, sale or other
dealings in respect of the Bonds. Persons considering the purchase of the Bonds should consult their own tax
advisers concerning the possible tax consequences of buying, holding or selling any Bonds under the laws of their
country of citizenship, residence or domicile.

PRC TAXATION

The following summary accurately describes the principal PRC tax consequences of ownership of the Bonds by
beneficial owners who, or which, are not residents of PRC for the PRC tax purposes. These beneficial owners are
referred to as non-resident Bondholders in this “PRC Taxation” section. In considering whether to invest in the
Bonds, investors should consult their individual tax advisers with regard to the application of PRC tax laws to their
particular situations as well as any tax consequences arising under the laws of any other tax jurisdiction. Reference
is made to PRC taxes from the taxable year beginning on or after 1 January 2008.

Income Tax and Value-Added Tax

Pursuant to the EIT Law, the IIT Law and the implementation rules in relation to both the EIT Law and the IIT
Law, PRC income tax at a rate of 10 per cent. or 20 per cent. is normally applicable to PRC-source income derived
by non-resident enterprises or individuals, respectively, subject to adjustment by applicable treaty. As the Issuer is
a PRC resident enterprise for tax purposes, interest paid to non-resident Bondholders may be regarded as PRC-
sourced, and therefore be subject to PRC income tax at a rate of 10 per cent. for non-resident enterprise
Bondholders and at a rate of 20 per cent. for non-resident individual Bondholders (or a lower treaty rate, if any).
Such income tax shall be withheld by the Issuer that is acting as the obligatory withholder, and the Issuer shall
withhold the tax amount from each payment. To the extent that the PRC has entered into arrangements relating to
the avoidance of double taxation with any jurisdiction, such as Hong Kong, that allow a lower rate of withholding
tax, such lower rate may apply to qualified non-resident enterprise or individual Bondholders.

Under the EIT Law and its implementation rules, any gains realised on the transfer of the Bonds by holders who
are deemed under the EIT Law as non-resident enterprises may be subject to PRC enterprise income tax if such
gains are regarded as income derived from sources within the PRC. Under the EIT Law, a “non-resident enterprise”
means an enterprise established under the laws of a jurisdiction other than the PRC and whose actual administrative
organisation is not in the PRC, which has established offices or premises in the PRC, or which has not established
any offices or premises in the PRC but has obtained income derived from sources within the PRC. There remains
uncertainty as to whether the gains realised on the transfer of the Bonds by non-resident enterprise Bondholders
would be treated as incomes derived from sources within the PRC and be subject to PRC enterprise income tax. In
addition, under the IIT Law, any individual who neither is domiciled in China nor stays in China or who is not
domiciled in China but has stayed in the aggregate for less than 183 days of a tax year in China shall pay individual
income tax for any income obtained within the PRC. There is uncertainty as to whether gains realised on the
transfer of the Bonds by individual holders who are not PRC citizens or residents will be subject to PRC individual
income tax. If such gains are subject to PRC income tax, the 10 per cent. enterprise income tax rate and 20 per
cent. individual income tax rate will apply respectively unless there is an applicable tax treaty or arrangement that
reduces or exempts such income tax. The taxable income will be the balance of the total income obtained from the
transfer of the Bonds minus all costs and expenses that are permitted under PRC tax laws to be deducted from the
income. According to the Arrangement, Bondholders who are Hong Kong residents, including both enterprise
holders and individual holders, will be exempted from PRC income tax on capital gains derived from a sale or
exchange of the Bonds if such capital gains are not connected with an office or establishment that the Bondholders
have in the PRC and all the other relevant conditions are satisfied. On 23 March 2016, the MOF and the State
Administration of Taxation issued Circular 36, which introduced a new VAT from 1 May 2016. Under Circular
36, VAT is applicable where the entities or individuals provide services within the PRC. The operating revenues
generated from the provision of taxable sale of services by entities and individuals, such as financial services, shall
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be subject to VAT if the seller or purchaser of the services is within PRC. In the event that the seller is an entity
or individual which does not have a business establishment in the PRC, the purchaser of the services shall act as
the withholding agent. According to the Explanatory Notes to Sale of Services, Intangible Assets and Real Property
attached to Circular 36, financial services refer to the business activities of financial and insurance operation,
including loan services, financial services of direct charges, insurance services and the transfer of financial
instruments, and the applicable VAT rate is 6 per cent.

Under Circular 36, according to the VAT Law, the selling of financial product will be subject to PRC VAT if the
financial product is issued within the PRC or the sellers of the financial product are PRC entities or individuals.
Therefore, with the implementation of the VAT Law, it will be clearer that the payments of the interest and other
interest like earnings under the Bonds received by a holder of the Bonds from the Issuer will be subject to VAT
because the Issuer is a PRC enterprises. The Issuer will be obligated to withhold VAT of 6 per cent. on payments
of interest and other amounts on the Bonds paid by the Issuer to Bondholders that are non-resident enterprises or
individuals. However, there is uncertainty as to whether gains derived from a sale or exchange of Bonds
consummated outside of the PRC between non-PRC resident Bondholders will be subject to VAT. VAT is unlikely
to be applicable to any transfer of Bonds between entities or individuals located outside of the PRC and therefore
unlikely to be applicable to gains realised upon such transfers of Bonds, but there is uncertainty as to the
applicability of VAT if either the seller or buyer of Bonds is located inside the PRC. Circular 36 together with
other laws and regulations pertaining to VAT are relatively new, the interpretation and enforcement of such laws
and regulations involve uncertainties.

However, despite the withholding of the PRC tax by the Issuer as mentioned above, the Issuer has agreed to increase
the amounts paid by it to the extent required, so that the net amount received by Bondholders equals the amounts
which would otherwise have been receivable by them had no such withholding or deduction been required, as
further set out in “7Terms and Conditions of the Bonds — Taxation.”

Stamp Duty

No PRC stamp duty will be imposed on non-PRC Bondholders either upon issuance of the Bonds or upon a
subsequent transfer of Bonds to the extent that the register of holders of the Bonds is maintained outside the PRC
and the issuance and the sale of the Bonds is made outside of the PRC.

HONG KONG TAXATION
Withholding Tax

No withholding tax is payable in Hong Kong in respect of payments of principal (including any premium payable
on redemption of the Bonds) or interest on the Bonds or in respect of any capital gains arising from the sale of the
Bonds.

Profits Tax

Hong Kong profits tax is chargeable on every person carrying on a trade, profession or business in Hong Kong in
respect of profits arising in or derived from Hong Kong from such trade, profession or business (excluding profits
arising from the sale of capital assets).

Under the Inland Revenue Ordinance (Cap. 112) of Hong Kong (the “IRO”), as it is currently applied in the Inland
Revenue Department, interest on the Bonds may be deemed to be profit arising in or derived from Hong Kong
from a trade, profession or business carried on in Hong Kong in the following circumstances:

(a) Interest on the Bonds is derived from Hong Kong and is received by or accrues to a corporation carrying on
a trade, profession or business in Hong Kong;

(b) Interest on the Bonds is derived from Hong Kong and is received by or accrues to a person, other than a
corporation (such as a partnership), carrying on a trade, profession or business in Hong Kong and is in
respect of the funds of the trade, profession or business;

(c) Interest on the Bonds is received by or accrues to a financial institution (as defined in the IRO) and arises
through or from the carrying on by the financial institution of its business in Hong Kong, notwithstanding
that the money in respect of which the interest is received or accrues are made available outside Hong Kong;
or
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(d) Interest on the Bonds is received by or accrues to a corporation, other than a financial institution, and arises
through or from the carrying on in Hong Kong by the corporation of its intra-group financing business
(within the meaning of section 16(3) of the IRO), even if the money in respect of which the interest is
received or accrues are made available outside Hong Kong.

Sums received by or accrued to a financial institution by way of gains or profits arising through or from the
carrying on by the financial institution of its business in Hong Kong from the sale, disposal or redemption of the
Bonds will be subject to Hong Kong profits tax. Sums received by or accrued to a corporation, other than a
financial institution, by way of gains or profits arising through or from the carrying on in Hong Kong by the
corporation of its intra- group financing business (within the meaning of section 16(3) of the IRO) from the sale,
disposal or other redemption of Securities will be subject to Hong Kong profits tax.

Sums derived from the sale, disposal or redemption of the Bonds will be subject to Hong Kong profits tax where
received by or accrued to a person, other than a financial institution, who carries on a trade, profession or business
in Hong Kong and the sum has a Hong Kong source unless otherwise exempted. The source of such sums will
generally be determined by having regard to the manner in which the Bonds are acquired and disposed of.

In addition, the Inland Revenue (Amendment) (Taxation on Specified Foreign-sourced Income) Ordinance 2022
(Cap. 112) of Hong Kong (the “Amendment Ordinance”) came into effect on 1 January 2023. Under the
Amendment Ordinance, certain foreign-sourced interest on the Bonds accrued to an MNE entity (as defined in the
Amendment Ordinance) carrying on a trade, profession or business in Hong Kong is regarded as arising in or
derived from Hong Kong and subject to Hong Kong profits tax when it is received in Hong Kong. The Amendment
Ordinance also provides for relief against double taxation in respect of certain foreign-sourced income and
transitional matters.

In certain circumstances, Hong Kong profits tax exemptions (such as concessionary tax rates) may be available.
Investors are advised to consult their own tax advisers to ascertain the applicability of any exemptions to their
individual position.

Stamp duty

No Hong Kong stamp duty will be chargeable upon the issue or transfer of the Bonds.

Estate duty

No Hong Kong estate duty is payable in respect of the Bonds.
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SUMMARY OF CERTAIN DIFFERENCES BETWEEN PRC GAAP AND IFRS

The Issuer’s Audited Financial Statements and the Guarantor’s Audited Pro Forma Financial Statements
included in this Offering Circular were prepared and presented in accordance with PRC GAAP. PRC GAAP is
substantially in line with IFRS, except for certain modifications between PRC GAAP and IFRS. The following is
a general summary of certain differences between PRC GAAP and IFRS on recognition and presentation as
applicable to the Issuer and the Guarantor. The Issuer and the Guarantor are responsible for preparing the
summary below. Since the summary is not meant to be exhaustive, there is no assurance regarding the
completeness of the financial information and related footnote disclosure between PRC GAAP and IFRS and no
attempt has been made to quantify such differences. Had any such quantification or reconciliation been
undertaken by the Issuer or the Guarantor, other potentially significant accounting and disclosure differences
may have been required that are not identified below. Additionally, no attempt has been made to identify possible
future differences between PRC GAAP and IFRS as a result of prescribed changes in accounting standards.
Regulatory bodies that promulgate PRC GAAP and IFRS have significant ongoing projects that could affect future
comparisons or events that may occur in the future.

GOVERNMENT GRANT

Under PRC GAAP, the relocation compensation for public interests is required to be recognised as special
payables. The income from compensation attributable to losses of fixed assets and intangible assets, related
expenses, losses from production suspension incurred during the relocation and reconstruction period and
purchases of assets after the relocation shall be transferred from special payables to deferred income and accounted
for in accordance with the government grants standard. The surplus reached after deducting the amount transferred
to deferred income shall be recognised in capital reserve.

Under IFRS, if an entity relocates for reasons of public interests, the compensation received shall be recognised
in profit or loss.

REVERSAL OF AN IMPAIRMENT LOSS

Under PRC GAAP, once an impairment loss is recognised for a long-term asset (including investment property
valued under cost model, long-term equity investments, fixed assets, intangible assets and goodwill, among
others), it shall not be reversed in any subsequent period.

Under IFRS, an impairment loss recognised in prior periods for an asset other than goodwill could be reversed if
there has been a change in the estimates used to determine the asset’s recoverable amount since the last impairment
loss was recognised. The increased carrying amount due to reversal should not be more than what the depreciated
historical cost would have been if the impairment had not been recognised.

FIXED ASSETS AND INTANGIBLE ASSETS

Under PRC GAAP, only the cost model is allowed.

Under IFRS, an entity can choose either the cost model or the revaluation model as its accounting policy.

RELATED PARTY DISCLOSURES

Under PRC GAAP, state-controlled companies without other related party relationship are not treated as related
parties.

Under IFRS, state-controlled companies are all treated as related parties.

In making an investment decision, each prospective investor must rely upon its own examination of the Issuer and
the Guarantor, the terms of the offering and other disclosure contained herein. Each prospective investor should
consult its own professional advisors for an understanding of the differences between PRC GAAP and IFRS
and/or between PRC GAAP and other generally accepted accounting principles, and how those differences might
affect the financial information contained herein.
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SUMMARY OF PROVISIONS RELATING TO THE BONDS IN GLOBAL FORM

The Global Certificate contains provisions which apply to the Bonds in respect of which the Global Certificate is
issued, some of which modify the effect of the Terms and Conditions of the Bonds set out in this Offering Circular.
Terms defined in the Terms and Conditions of the Bonds have the same meaning in the paragraphs below. The
following is a summary of those provisions.

The Bonds will be represented by the Global Certificate in registered form, which will be registered in the name
of a nominee of, and deposited with common depositary for Euroclear and Clearstream.

Under the Global Certificate, the Issuer, for value received, promises to pay to the Registered Holder (subject to
surrender of the Global Certificate if no further payment falls to be made in respect of such Bonds) on the Maturity
Date (or on such earlier date as the amount payable upon redemption under the Terms and Conditions of the Bonds
may become repayable in accordance with the Conditions) the amount payable upon redemption under the Terms
and Conditions of the Bonds in respect of the Bonds represented by the Global Certificate and to pay interest in
respect of such Bonds from the Issue Date in arrear at the rates, on the dates for payment, and in accordance with
the method of calculation provided for in the Terms and Conditions of the Bonds together with such other sums
and additional amounts (if any) as may be payable under the Terms and Conditions of the Bonds, in accordance
with the Terms and Conditions of the Bonds.

Owners of interests in the Bonds in respect of which the Global Certificate is issued will be entitled to have title
to the Bonds registered in their names and to receive individual definitive Certificates if either Euroclear or
Clearstream or any other clearing system selected by the Issuer and approved in writing by the Trustee, the
Principal Paying Agent and the Registrar (an “Alternative Clearing System”) through which the Bonds are
cleared is closed for business for a continuous period of 14 days (other than by reason of holidays, statutory or
otherwise) or announces an intention permanently to cease business or does in fact do so. In such circumstances,
the Issuer at its own expense will cause sufficient individual definitive Certificates to be executed and delivered
to the Registrar for completion, authentication and despatch to the relevant holders of the Bonds. A person with
an interest in the Bonds in respect of which the Global Certificate is issued must provide the Registrar with not
less than 30 days’ notice at its specified office of such holder’s intention to effect such exchange and a written
order containing instructions and such other information as the Issuer and the Registrar may require to complete,
execute and deliver such individual definitive Certificates.

Payment

So long as the Bonds are represented by the Global Certificate, each payment in respect of the Global Certificate
will be made to, or to the order of, the person whose name is entered on the Register at the close of business on
the Clearing System Business Day immediately prior to the date for payment, where “Clearing System Business
Day” means a weekday (Monday to Friday inclusive) except 25 December and 1 January.

Trustee’s Powers

In considering the interests of the Bondholders while the Global Certificate is registered in the name of a nominee
for a clearing system, the Trustee may, to the extent it considers it appropriate to do so in the circumstances, but
without being obliged to do so, (a) have regard to any information as may have been made available to it by or on
behalf of the relevant clearing system or its operator as to the identity of its accountholders (either individually or
by way of category) with entitlements in respect of the Bonds and (b) consider such interests on the basis that
such accountholders were the holder of the Bonds in respect of which such Global Certificate is issued.

Notices

So long as the Bonds are represented by the Global Certificate and the Global Certificate is held on behalf of
Euroclear or Clearstream or any Alternative Clearing System, notices to Bondholders shall be validly given by
the delivery of the relevant notice to Euroclear or Clearstream or such Alternative Clearing System, for
communication by it to entitled accountholders in substitution for notification as required by the Terms and
Conditions of the Bonds and shall be deemed to have been given at the time of delivery to the relevant clearing
system(s).

Bondholders’ Redemption

124



The Bondholders’ redemption option in Condition 6(c) of the Terms and Conditions of the Bonds may be
exercised by the holder of the Global Certificate giving notice to any Paying Agent of the principal amount of
Bonds in respect of which the option is exercised within the time limits specified in the Terms and Conditions of
the Bonds.

Transfers

Transfers of beneficial interests in the Bonds represented by the Global Certificate will be effected through the
records of Euroclear and Clearstream (or any Alternative Clearing System) and their respective participants in
accordance with the rules and procedures of Euroclear and Clearstream (or any Alternative Clearing System) and
their respective direct and indirect participants.

Cancellation

Cancellation of any Bond by the Issuer following its redemption or purchase by the Issuer, the Guarantor or their
respective Subsidiaries will be effected by reduction in the principal amount of the Bonds in the register of the
Bondholders, whereupon the Registrar shall procure the making of an appropriate entry on the Schedule hereto.
Meetings

For the purposes of any meeting of Bondholders, the holder of the Bonds represented by the Global Certificate
shall be treated as two persons for the purposes of any quorum requirements of a meeting of Bondholders and as

being entitled to one vote in respect of each CNY 10,000 in principal amount of the Bonds for which the Global
Certificate is issued.
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SUBSCRIPTION AND SALE

The Issuer and the Guarantor have entered into a subscription agreement, among others, with the Joint Lead Managers
dated 20 November 2025 (the “Subscription Agreement”), pursuant to which and subject to certain conditions
contained therein, the Issuer has agreed to sell to the Joint Lead Managers, and the Joint Lead Managers have severally
and not jointly agreed to subscribe and pay for, or to procure subscribers to subscribe and pay for, the Bonds at an
issue price of 100.0 per cent. of their principal amount, in the amount set forth below:

Principal
amount of the
Bonds to be

Joint Lead Manager subscribed
(CNY)

Fosun International Securities Limited............cccoeeiiiiiioiiiieeieecee e 190,000,000
Guoyuan Securities Brokerage (Hong Kong) Limited..........cccccovveeiininiieninrenieecieeeieiene 50,000,000
Haitong International Securities Company Limited............cccoeeverireieririerieeseeie e 50,000,000
Initial Capital Securities Limited.........ccceeeieririierieiesieieetee e 50,000,000
Soochow Securities International Brokerage Limited...........ccecveieriniieninienieeeeeeceeeeenn 50,000,000
Orient Securities (Hong Kong) LIimited ..........ccoeveiiirieiiinieriieiene e 10,000,000
CLSA LIMIEEA 1.ttt ettt ettt ettt eve et eeteeaeeeteeaeeaeeaseeseeveessenseessereens 10,000,000
Shanghai Pudong Development Bank Co., Ltd., Hong Kong Branch.............c.cccocvrvveninnnen. 10,000,000
China Industrial Securities International Brokerage Limited..........cccccveeeviererienienieneeiene 10,000,000
Wilson Securities LAmIted ...........oovvviiiiuiieieeie e e e e eaeeeeeareeenns 10,000,000
CEB International Capital Corporation Limited ...........ccceceeririiiniecienieieseee e 10,000,000
CMB International Capital Limited..........ccooveeieririiinieiieieieere e 10,000,000
CNCB (Hong Kong) Capital Limited..........ccceceririierieiiieieiieierie e seneee e 10,000,000
Guodu Securities (Hong Kong) Limited .........ccoeveeirieiiinieiieieeeere e 10,000,000
TFI Securities and Futures LImited...........cc.ooooviiiiiiiieiiie et 10,000,000
SunRiver International Securities Group Limited ...........cocveieriirieniniienieiee e 10,000,000
TOCAL ...ttt ettt ettt ettt ettt et e ettt e et e te et e ete et e eaeeaeeteeteereeereersereens 500,000,000

The Subscription Agreement provides that the Joint Lead Managers will be indemnified against certain liabilities
in connection with the offer and sale of the Bonds. The Subscription Agreement provides that the obligations of
the Joint Lead Managers are subject to certain conditions precedent, and entitles the Joint Lead Managers to
terminate it in certain circumstances prior to payment being made by such investor to the Issuer and the Bonds
being issued.

In connection with the issue of the Bonds, any of the Joint Lead Managers acting as a stabilisation coordinator (the
“Stabilisation Coordinator”) (or any person acting on behalf of the Stabilisation Coordinator) may, to the extent
permitted by applicable laws and directives, over-allot the Bonds or effect transactions with a view to supporting
the price of the Bonds at a level higher than that which might otherwise prevail, but in so doing, the Stabilisation
Coordinator (or any person acting on behalf of the Stabilisation Coordinator) shall act as principal and not as agent
of the Issuer or the Guarantor. However, there is no assurance that the Stabilisation Coordinator (or any person
acting on behalf of the Stabilisation Coordinator) will undertake stabilisation action. Any loss or profit sustained
as a consequence of any such overallotment or stabilisation shall be for the account of the Joint Lead Managers.

The Joint Lead Managers and their respective affiliates are full service financial institutions engaged in various
activities, which may include securities trading, commercial and investment banking, financial advisory, investment
management, principal investment, hedging, financing and brokerage activities (“Banking Services or
Transactions”). The Joint Lead Managers and their respective affiliates may have, from time to time, performed,
and may in the future perform, various Banking Services or Transactions with the Issuer and/or the Guarantor for
which they have received, or will receive, fees and expenses.

In connection with the offering of the Bonds, the Joint Lead Managers and/or their respective affiliates, or affiliates
of the Issuer and/or the Guarantor, may act as investors and place orders, receive allocations and trade the Bonds
for their own account and such orders, allocations or trade of the Bonds may be material. Such entities may hold or
sell such Bonds or purchase further Bonds for their own account in the secondary market or deal in any other
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securities of the Issuer and/or the Guarantor, and therefore, they may offer or sell the Bonds or other securities
otherwise than in connection with the offering of the Bonds. Accordingly, references herein to the offering of the
Bonds should be read as including any offering of the Bonds to the Joint Lead Managers and/or their respective
affiliates, or affiliates of the Issuer and/or the Guarantor as investors for their own account. Such entities are not
expected to disclose such transactions or the extent of any such investment, otherwise than in accordance with any
applicable legal or regulatory requirements. If such transaction occurs, the trading price and liquidity of the Bonds
may be impacted. The Issuer, the Guarantor and the Joint Lead Managers are under no obligation to disclose the
extent of the distribution of the Bonds amongst individual investors.

Furthermore, it is possible that a significant proportion of the Bonds may be initially allocated to, and subsequently
held by, a limited number of investors. If this is the case, the trading price and liquidity of trading in the Bonds may
be constrained. The Issuer, the Guarantor and the Joint Lead Managers are under no obligation to disclose the extent
of the distribution of the Bonds amongst individual investors, otherwise than in accordance with any applicable
legal or regulatory requirements.

In the ordinary course of their various business activities, the Joint Lead Managers and their respective affiliates
make or hold a broad array of investments and actively trade debt and equity securities (or related derivative
securities) and financial instruments (including bank loans) for their own account and for the accounts of their
customers, and may at any time hold long and short positions in such securities and instruments. Such investment
and securities activities may involve securities and instruments of the Issuer and/or the Guarantor, including the
Bonds and could adversely affect the trading price and liquidity of the Bonds. The Joint Lead Managers and their
affiliates may make investment recommendations and/or publish or express independent research views (positive
or negative) in respect of the Bonds or other financial instruments of the Issuer and/or the Guarantor, and may
recommend to their clients that they acquire long and/or short positions in the Bonds or other financial instruments
of the Issuer and/or the Guarantor.

IMPORTANT NOTICE TO CAPITAL MARKET INTERMEDIARIES (INCLUDING PRIVATE BANKS)

This notice to CMIs (including private banks) is a summary of certain obligations the SFC Code imposes on CMIs,
which require the attention and cooperation of other CMIs (including private banks). Certain CMIs may also be
acting as the OCs for this offering and are subject to additional requirements under the SFC Code.

Prospective investors who are the directors, employees or major shareholders of the Issuer, the Guarantor, a CMI
or its group companies would be considered under the SFC Code as having an Association with the Issuer, the
Guarantor, the CMI or the relevant group company. CMIs should specifically disclose whether their investor clients
have any Association when submitting orders for the Bonds. In addition, private banks should take all reasonable
steps to identify whether their investor clients may have any Associations with the Issuer the Guarantor or any CMI
(including its group companies) and inform the Joint Lead Managers accordingly.

CMIs are informed that the marketing and investor targeting strategy for this offering includes institutional
investors, sovereign wealth funds, pension funds, hedge funds, family offices and high net worth individuals, in
each case, subject to the selling restrictions set out elsewhere in this Offering Circular.

CMIs should ensure that orders placed are bona fide, are not inflated and do not constitute duplicated orders (i.e.
two or more corresponding or identical orders placed via two or more CMIs). CMIs should enquire with their
investor clients regarding any orders which appear unusual or irregular. CMIs should disclose the identities of all
investors when submitting orders for the Bonds (except for omnibus orders where underlying investor information
may need to be provided to the OCs when submitting orders). Failure to provide underlying investor information
for omnibus orders, where required to do so, may result in that order being rejected. CMIs should not place “X-
orders” into the order book.

CMIs should segregate and clearly identify their own proprietary orders (and those of their group companies,
including private banks as the case may be) in the order book and book messages.

CMIs (including private banks) should not offer any rebates to prospective investors or pass on any rebates provided
by the Issuer or the Guarantor. In addition, CMIs (including private banks) should not enter into arrangements
which may result in prospective investors paying different prices for the Bonds.
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The SFC Code requires that a CMI disclose complete and accurate information in a timely manner on the status of
the order book and other relevant information it receives to targeted investors for them to make an informed
decision. In order to do this, those Joint Lead Managers in control of the order book should consider disclosing
order book updates to all CMIs.

When placing an order for the Bonds, private banks should disclose, at the same time, if such order is placed other
than on a “principal” basis (whereby it is deploying its own balance sheet for onward selling to investors). Private
banks who do not provide such disclosure are hereby deemed to be placing their order on such a “principal” basis.
Otherwise, such order may be considered to be an omnibus order pursuant to the SFC Code. Private banks should
be aware that placing an order on a “principal” basis may require the relevant affiliated Joint Lead Manager(s) (if
any) to categorise it as a proprietary order and apply the “proprietary orders” requirements of the SFC Code to such
order.

In relation to omnibus orders, when submitting such orders, CMIs (including private banks) are subject to the
SFC Code should disclose underlying investor information in respect of each order constituting the relevant
omnibus order (failure to provide such information may result in that order being rejected).

Underlying investor information in relation to omnibus orders should consist of:

*  The name of each underlying investor;

* A unique identification number for each investor;

*  Whether an underlying investor has any “Associations” (as used in the SFC Code);

e Whether any underlying investor order is a “Proprietary Order” (as used in the SFC Code);

*  Whether any underlying investor order is a duplicate order.
Underlying investor information in relation to omnibus order should be sent to: ficc@fosunhn.net,
dem@initialsc.com and DCM1@sris.com.hk.

To the extent information being disclosed by CMIs and investors is personal and/or confidential in nature, CMIs
(including private banks) agree and warrant: (A) to take appropriate steps to safeguard the transmission of such
information to the OCs; and (B) that they have obtained the necessary consents from the underlying investors to
disclose such information to the OCs. By submitting an order and providing such information to the OC, each CMI
(including private banks) further warrants that they and the underlying investors have understood and consented to
the collection, disclosure, use and transfer of such information by the OCs and/or any other third parties as may be
required by the SFC Code, including to the Issuer, the Guarantor, relevant regulators and/or any other third parties
as may be required by the SFC Code, for the purpose of complying with the SFC Code, during the book building
process for this offering. CMIs that receive such underlying investor information are reminded that such
information should be used only for submitting orders in this offering. The Joint Lead Managers may be asked to
demonstrate compliance with their obligations under the SFC Code, and may request other CMIs (including private
banks) to provide evidence showing compliance with the obligations above (in particular, that the necessary
consents have been obtained). In such event, other CMIs (including private banks) are required to provide the
relevant Joint Lead Manager with such evidence within the timeline requested.

SELLING RESTRICTIONS

General

The distribution of this Offering Circular or any offering material and the offering, sale or delivery of the Bonds
is restricted by law in certain jurisdictions. Therefore, persons who may come into possession of this Offering
Circular or any offering material are advised to consult their own legal advisers as to what restrictions may be
applicable to them and to observe such restrictions. This Offering Circular may not be used for the purpose of an
offer or invitation in any circumstances in which such offer or invitation is not authorised.

No action has been or will be taken in any jurisdiction by the Issuer or the Joint Lead Managers that would permit
a public offering, or any other offering under circumstances not permitted by applicable law, of the Bonds, or
possession or distribution of this Offering Circular, any amendment or supplement thereto issued in connection
with the proposed resale of the Bonds or any other offering or publicity material relating to the Bonds, in any
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country or jurisdiction where action for that purpose is required. Accordingly, the Bonds may not be offered or
sold, directly or indirectly, and neither this Offering Circular nor any other offering material or advertisements in
connection with the Bonds may be distributed or published, by the Issuer or the Joint Lead Managers, in or from
any country or jurisdiction, except in circumstances which will result in compliance with all applicable rules and
regulations of any such country or jurisdiction and will not impose any obligations on the Issuer or the Joint Lead
Managers.

If a jurisdiction requires that an offering of Bonds be made by a licensed broker or dealer and the Joint Lead
Managers or any affiliate of the Joint Lead Managers is a licensed broker or dealer in that jurisdiction, such offering
shall be deemed to be made by the Joint Lead Managers or such affiliate on behalf of the Issuer in such jurisdiction.

United States

The Bonds and the Guarantee have not been and will not be registered under the Securities Act and, subject to
certain execeptions, may not be offered or sold within the United States.

The Bonds and the Guarantee are being offered and sold outside of the United States in reliance on Regulation S.

Each of the Joint Lead Managers has represented and warranted that it has not offered or sold, and has agreed that
it will not offer or sell, any of the Bonds constituting part of its allotment within the United States except in
accordance with Rule 903 of Regulation S under the Securities Act. Accordingly, neither it, its affiliates nor any
persons acting on its or their behalf have engaged or will engage in any “directed selling efforts” (as defined in
Rrgulation S) with respect to The Bonds and the Guarantee. Terms used in this paragraph have the meanings given
to them by Regulation S under the Securities Act.

Each of the Joint Lead Managers has represented and agreed that neither it nor any of their respective affiliates (as
defined in Rule 501(b) of Regulation D under the Securities Act (“Regulation D)), nor any person acting on its
or their behalf, has engaged or will engage in any form of general solicitation or general advertising (within the
meaning of Regulation D) in connection with any offer and sale of the Bonds in the United States.

United Kingdom
Each of the Joint Lead Managers has represented, warranted and agreed that:

(a) it has only communicated or caused to be communicated and will only communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of Section
21 of the Financial Services and Markets Act 2000 (“FSMA”)) received by it in connection with the issue
or sale of the Bonds in circumstances in which Section 21(1) of the FSMA does not apply to the Issuer or
the Guarantor; and

(b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything done
by it in relation to the Bonds in, from or otherwise involving the United Kingdom.

Hong Kong
Each of the Joint Lead Managers has represented, warranted and agreed that:

(a) it has not offered or sold and will not offer or sell in Hong Kong, by means of any document, any Bonds
other than (i) to “professional investors” as defined in the Securities and Futures Ordinance (Cap. 571) of
Hong Kong and any rules made under that Ordinance; or (ii) in other circumstances which do not result in
the document being a “prospectus” as defined in the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Cap. 32) of Hong Kong or which do not constitute an offer to the public within the
meaning of that Ordinance; and

(b) ithasnotissued or had in its possession for the purposes of issue, and will not issue or have in its possession
for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or document
relating to the Bonds, which is directed at, or the contents of which are likely to be accessed or read by, the
public in Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other than with
respect to the Bonds which are or are intended to be disposed of only to persons outside Hong Kong or only
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to “professional investors” as defined in the Securities and Futures Ordinance (Cap. 571) of Hong Kong
and any rules made under that Ordinance.

Singapore

Each of the Managers acknowledges that each of the Offering Circulars has not been registered as a prospectus
with the Monetary Authority of Singapore. Accordingly, each of the Managers represents and agrees that it has
not offered or sold any Bonds or caused such Bonds to be made the subject of an invitation for subscription or
purchase and will not offer or sell such Bonds or cause such Bonds to be made the subject of an invitation for
subscription or purchase, and has not circulated or distributed, nor will it circulate or distribute, the Offering
Circulars or any other document or material in connection with the offer or sale, or invitation for subscription or
purchase, of such Bonds, whether directly or indirectly, to persons in Singapore other than (i) to an institutional
investor (as defined in Section 4A of the Securities and Futures Act 2001 of Singapore, as modified or amended
from time to time (the “SFA”)) pursuant to Section 274 of the SFA, (ii) to an accredited investor (as defined in
Section 4A of the SFA) pursuant to and in accordance with the conditions specified in Section 275 of the SFA.

Japan

The Bonds have not been and will not be registered under the Financial Instruments and Exchange Act of Japan
(Act No. 25 of 1948, as amended, the “Financial Instruments and Exchange Act”). Accordingly, each of the
Joint Lead Managers has represented and agreed that it has not, directly or indirectly, offered or sold and will not,
directly or indirectly, offer or sell any Bonds in Japan or to, or for the benefit of, any resident of Japan (which term
as used herein means any person resident in Japan, including any corporation or other entity organised under the
laws of Japan) or to others for re-offering or re-sale, directly or indirectly, in Japan or to, or for the benefit of, any
resident of Japan except pursuant to an exemption from the registration requirements of, and otherwise in
compliance with, the Financial Instruments and Exchange Act and other relevant laws and regulations of Japan.

The People’s Republic of China

Each of the Joint Lead Managers has agreed that the offer of the Bonds is not an offer of securities within the
meaning of the PRC Securities Law or other pertinent laws and regulations of the PRC and the Bonds are not being
offered or sold and may not be offered or sold, directly or indirectly, in the People’s Republic of China (for such
purposes, not including the Hong Kong and Macau Special Administrative Regions or Taiwan), except as permitted
by the securities laws of the People’s Republic of China.
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GENERAL INFORMATION

Clearing Systems: The Bonds will be lodged and cleared through Euroclear and Clearstream with
Common Code of 323675333 and ISIN of XS3236753334.

Legal Entity Identifier: The Legal Entity Identifier of the Issuer is 836800F4Q4VS7PO9WPVI5.

Authorisations: The Issuer has obtained all necessary consents, approvals and authorisations in
connection with the execution, issue and performance of its obligations under the Bonds, the Trust Deed,
the Agency Agreement. The issue of the Bonds was authorised by resolutions of director of the Issuer on
31 October 2024 and the shareholder of the Issuer on 31 October 2024. The Guarantor has obtained all
necessary consents, approvals and authorisations in connection with the giving of the Guarantee and
performance of its obligations under the Bonds, the Deed of Guarantee, the Trust Deed and the Agency
Agreement. The giving of the Guarantee was authorised by a resolution of the board of directors of the
Guarantor on 24 September 2025.

No Material Adverse Change: Save as disclosed in this Offering Circular, there has been no material
adverse change, or any development or event likely to involve a prospective change, in the condition
(financial or otherwise), prospects, properties, results of operations, business or general affairs of the
Issuer, the Guarantor or the Group since 31 December 2024.

Litigation: Save as disclosed in this Offering Circular, none of the Issuer, the Guarantor or any other
member of the Group is involved in any litigation or arbitration proceedings that the Issuer or the
Guarantor believes are material in the context of the Bonds or the Guarantor, and so far as the Issuer or
the Guarantor aware, no such proceedings are pending or threatened.

Financial Statements of the Issuer and the Guarantor: The Issuer’s Audited Consolidated Financial
Statements as at and for the years ended 31 December 2022, 2023 and 2024, which are included elsewhere
in this Offering Circular, have been audited by Zhongxinghua, the independent auditors of the Issuer,
respectively. The Guarantor’s Audited Pro Forma Consolidated Financial Statements as at and for the
years ended 31 December 2022, 2023 and 2024, which are included elsewhere in this Offering Circular,
have been audited by Zhongxi CPAs, the independent auditors of the Guarantor.

Available Documents: As long as any Bond is outstanding, copies of the following documents will be
available for inspection by the Bondholders at all reasonable times during normal business hours (being
between 9:00 a.m. (Hong Kong time) to 3:00 p.m. (Hong Kong time) from Monday to Friday (other than
public holidays)) at the principal place of business of the Trustee (being at the Issue Date at 80/F,
International Commerce Centre, 1 Austin Road West, Kowloon, Hong Kong, and at the specified office
of the Principal Paying Agent from time to time, following prior written request and proof of identity and
holding to the satisfaction of the Trustee:

o the Trust Deed;

. the Agency Agreement; and

o the Deed of Guarantee.
Listing: Application will be made to the Hong Kong Stock Exchange for the listing of, and permission
to deal in, the Bonds on the Hong Kong Stock Exchange by way of debt issues to Professional Investors

only and it is expected that permission to deal in, and listing of, the Bonds on the Hong Kong Stock
Exchange will commence on 28 November 2025.
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ZHONGXINGHUA CERTIFIED PUBLIC ACCOUNTANTS LLP

Location: 20/F, Tower B, Lize SOHO, 20 Lize Road, Fengtai District, Beijing PR
China

Tel: 010-51423818  Fax: 010-51423816

mgeport

\ ZXHSZ (2025) No. 022259
All shareholders of Yanc:kng Dafeng Xiechcng}ndustrial Development Co., Ltd.:

I. Audit Opinions \‘\\ﬂ/

We have audited the financial statements of Yancheng Dafeng Xiecheng Industrial
Development Co., Ltd. (hereinafter referred to as “Xiecheng Industrial®), including the
consolidated and parent company balance sheets as of December 31, 2024, the consolidated
and parent company income statements, consolidated and parent company cash flow statements,
consolidated and parent company statements of changes in equity and related financial
statement notes for the years of 2024.

In our opinion, the attached financial statements have been prepared in accordance with
the Accounting Standards for Business Enterprises in all material respects, and fairly reflect the
consolidated and parent company’s financial status of Xiecheng Industrial as of December 31,
2024, as well as the consolidated and parent company's operating results and cash flows for the
year of 2024,

II. Basis for Forming Audit Opinions

We carried out the audit work in accordance with the Auditing Standards for the Chinese
Certified Public Accountants. Our responsibilities under these standards are further elaborated
in the section of "Accountants' Responsibilities for Auditing Financial Statements" in the Audit
Report. According to the Chinese Code of Professional Ethics for Certified Public Accountants,
we are independent of the Xiecheng Industrial and fulfilled other responsibilities in terms of
professional ethics. We believe that the audit evidence we obtained is sufficient and appropriate,
which provides a basis for issuing the audit opinions.

II1. Responsibilities of Management and Governance for Financial Statements

The management is responsible for preparing the financial statements in accordance with



the provisions of the Accounting Standards for Business Enterprises, so as to achieve a fair
reflection, and design, implement and maintain necessary internal controls to ensure that the
financial statements are free from material misstatement due to fraud or error.

In preparing the financial statements, the Management is responsible for assessing the
Xiecheng Industrial's going concern capability, disclosing going concern-related matters
(where applicable) and applying going concern assumptions, except that the Management plans
to liquidate the Xiecheng Industrial, terminate operations or have no other realistic alternative.

—

The Management layer is pesponisible for\_s_lﬂ_m?rvising the financial reporting process of
the Xiecheng Industrial. Z ‘%i

IV. Responsibilities of ' Certified “Public .A)ccountants for Auditing Financial
Statements 5 /

Our objective is to obtain reasonabte-asslirance as to whether the financial statements as
a whole are free from material misstatement due to fraud or error, and to issue audit report
containing audit opinions. Reasonable assurance is a high-level assurance, but it does not
guarantee that an audit carried out according to auditing standards can always find a material
misstatement when it exists. Misstatement, which may result from fraud or error, is generally
considered material if it is reasonably expected that the misstatement, individually or
collectively, may affect the economic decisions made by the users of the financial statements
on the basis of the financial statements.

In performing audit work in accordance with auditing standards, we used professional
Judgment and maintain professional skepticism. At the same time, we also carried out the
following work:

(1) Identified and assessed the risks of material misstatement in the financial statements
caused by fraud or error, designed and implemented audit procedures to deal with these risks,
and obtained sufficient and appropriate audit evidence as the basis for issuing audit opinions.
Because fraud may involve collusion, forgery, intentional omission, misrepresentation or
overriding internal control, the risk of failure to detect material misstatement due to fraud is

higher than the risk of failure to detect material misstatement due to error.

(2) Understood the internal control related to audit in order to design appropriate audit



procedures, but the purpose is not to express opinions on the effectiveness of internal control.

(3) Evaluated the appropriateness of the accounting policies selected by the
Management and the rationality of making accounting estimates and related disclosures.

(4) Drew a conclusion on the appropriateness of the Management's use of the going
concern assumption. At the same time, according to the obtained audit evidence, it is concluded
whether there is significant uncertainty in matters or situations that may lead to major doubts
about the Xiecheng Industrial's~abi j}y inue operations. If we conclude that there is

material uncertainty, the aur& imdards @h} s to draw the attention of the users of the

statements to the relevant f ukn ial statements in the audit report; if the

disclosure is insufficient, we ress ;\n{a fied opinion. Our conclusions are based on
the information available as O%Wt/da:: However, future events or circumstances
may lead to the Xiecheng Industrial's unsustainable operation.

(5) Evaluated the overall presentation, structure and content of the financial statements,
and evaluated whether the financial statements fairly reflect relevant transactions and events.

(6) Obtained sufficient and appropriate audit evidence on the financial information of
entities or business activities in the Company to express audit opinions on the financial
statements. We are responsible for guiding, supervising and executing the Group audit. We take
full responsibility for the audit opinions.

We communicated with the Governance on the planned audit scope, schedule and major

audit findings, including the internal control deficiencies deserving attention that we identified

during the audit.
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\%«‘y): ﬁeu\x er 31,2024

Preparation Company: Yancheng Pa g Xleuheng I Development Co., Ltd.

Monetary unit: RMB

S

Items'L .H—}- =i Note VI Closing amount Beginning balance

Current assets: \)(V~

Monetary capital

1,292,609,172.43

2,972,559,967.05

Settle the reserve

z
\‘L_/

Lending money

Transactional financial assets

recorded into current profits and losses

Financial assets measured at fair value and whose changes are

Derivative financial assets

Notes receivable

100,000.00

Accounts receivable

1,425,919,821.72

1,191,137,599.31

Receivables financing

Advance payment

61,073,905.28

163,822,623.94

Premiums receivable

Accounts receivable reinsurance

Reinsurance contract reserve receivable

Other receivables

1,394,879,172.91

2,008,092,536.24

Buying back the sale of financial assets

Inventory

7,651,125,894.79

8,078,106,747.07

Contract assets

Held-for-sale assets

Non-current assets due within one year

Other current assets

52,370,851.74

63,593,749.85

Total current assets

11,877,978,818.87

14,477,413,223.46

Non-current assets:

Granting loans and advances

Debt investment

Other Debt Investment

Held-to-maturity investments

Long-term receivables

Long - term equity investment

Other equity instrument investment

Other non-current financial assets

Investment real estate

4,073,361,600.00

3,275,476,010.00

Fixed assets

169,228,691.58

42,274,228.24

Construction in progress

10

317,543,422.36

413,567,515.46

Capitalized biological assets

Oil and gas assets

Right-of-use asset

Intangible assets

11

7,627,985.11

11,818,775.14

Development expenditures

Goodwill

Long - term deferred expenses

9,023,770.48

Deferred income tax assets

12

661,130.18

391,815.09

Other non-current assets

Total non-current assets

4,568,422,829.23

3,752,552,114.41

Total assets

16,446,401,648.10

18,229,965,337.87

Legal representative:
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Principal in Charge of Financial Work:

Principal of Financial Department:




%,% ber 31, 2024
Preparation Company: Yalj/ch ustrial Development Co., Ltd. Monetary unit: RMB
Note VI Closing amount Beginning balance

Current liabilities:

Short-term borrowings ! 13 458,153,861.26 1,555,921,570.01
Transactional financial 11ab111tles\-\\ b _/

Financial liabilities at fair value through profit or loss

Derivative financial liabilities

Notes payable 14 151,040,000.00 1,302,000,000.00
Accounts payable 15 154,761,175.30 175,630,698.32
Advance receipts .

Payroll payable 16 207.50

Contract liability 17 209,246,449.22 173,753,854.91
Taxes and dues payable 18 96,991,110.42 85,255,153.50
Other payables 19 134,081,877.45 239,845,353.63
Held-for-sale liabilities

Non-current liabilities due within one year 20 2,721,132,289.49 1,768,312,455.47
Other current liabilities 21 636,832,180.43 251,232,707.18
Total current liabilities 4,562,239,151.07 5,551,951,793.02
Non-current liabilities:

Long-term borrowings 22 2,548,608,941.59 3,724,445,307.12
Bonds payable

Including:Preferred stock

Perpetual bond

Lease liabilities

Long-term payables 23 2,740,585,111.13 2,134,775,128.94

Long-term staff compensation payable

Estimated liabilities

Deferred income 52,526,202.04
Deferred income tax liabilities 12 104,430,009.60 103,257,306.74
Other non-current liabilities 24 120,000,000.00
Total non-current liabilities 5,393,624,062.32 6,135,003,944.84

Total liabilities 9,955,863,213.39 11,686,955,737.86

Owner's equity:

Paid-in capital 25 1,000,000,000.00 1,000,000,000.00

Other equity instruments

Including:Preferred stock

Perpetual bond
Capital reserves 26 4,734,412,750.16 4,818,348,894.50
Less: inventory stock
Other comprehensive incomes 27 115,237,986.49 115,237,986.49
Special reserves
Surplus reserves 28 23,981,539.92 23,661,715.59
General risk reserve
Undistributed profits 29 277,036,016.00 252,659,481.96
Total owner's equity attributable to the parent company 6,150,668,292.57 6,209,908,078.54
Minority Shareholders’ equity 339,870,142.14 333,101,521.47
Total owner's equity 6,490,538,434.71 6,543,009,600.01
Total liabilities and owner's equity 16,446,401,648.10 18,229,965,337.87
Legal representative: Principal in Charge of Financial Work: Principal of Financial Department:

-F-8-




Year 2024

e

Preparation Company: Yanch¢

ted Income Statement

Monetary unit: RMB

f 3 !“f"s )

A %‘.* &2
-%ﬁg Xijecheng lﬁdgil\ﬁia Development Co., Ltd.
e ‘) ———

Note VI

Amount in the current period

Amount in previous period

L Total operating incomes \ A 7 % P 879,551,461.37 944,274,974.74
Including: Operating incomes \ \ : A j' 30 879,551,461.37 944,274,974.74
II. Total operating Costs \ S: ¥ / 840,710,806.84 892,293,482.24
Including: Operating Costs - 30 786,348,403.87 839,464,135.68
Taxes and surcharges 31 24,998,496.07 20,540,241.34
Sales expenses 7,886,472.21 7,014,440.84
Administrative expenses 27,108,240.22 30,006,493.86
R&D expenses
Financial expenses 32 -6,130,805.53 4,731,829.48
Including: interest expenses 15,743,328.92 26,916,285.35
Interest incomes 22,222 809.58 33,008,599.98
Plus: other incomes 33 33,417.19 978,043.69
Investment income (losses indicated with “-) 34
Including: income from investments in associated enterprises and joint
ventures
Revenue from derecognition of financial assets measured in
amortized cost
Net exposure hedging income ( loss is indicated with “—”
Gains from changes in fair value(losses indicated with “-) 35 4,690,811.45 169,886,304.42
Impairment loss of credit (losses indicated with “-””) 36 -1,077,260.35 425,906.08
Impairment loss of assets (losses indicated with “-”*)
Income from disposal of assets (losses indicated with “-”)

III. Operating profit ( losses indicated with “-”) 42,487,622.82 223,271,746.69
Plus: non-operating incomes 37 35,003.32 438,151.80
Less: non-operating expenses 38 1,373,682.17 3,492,668.75

1V.Total profits (losses indicated with" -") 41,148,943.97 220,217,229.74
Less: Income tax expenses 39 11,640,543.83 20,262,105.83

V. Net profits (Net losses indicated with “-”) 29,508,400.14 199,955,123.91

(I) classification by business continuity

1.Net profit from continuous operation (Net losses indicated with ) 29,508,400.14 199,955,123.91

2. Net profit from termination of operation (Net losses indicated with “-")

(I1) classification by ownership

irll.dli\iz: epdr?)vﬁitt at“ff’ijalutable to the shareholders of the parent company (Net losses 24,696,358.37 203,538,954.28
2. Minority shareholders' profit and loss (Net losses indicated with “-) 4,812,041.77 -3,583,830.37

VL. Net post-tax amount of other comprehensive income

-116,712,561.51

(I) Owners' total comprehensive income attributable to the parent company

-125,378,873.01

1. Other comprehensive incomes cannot be reclassified into profits or losses

(1) Re-measure the amount of changes in the benefit plan

(2) Other comprehensive incomes cannot be transferred to profits or losses
under the equity method

(3) Changes in fair values of other equity instrument investment

(4) Changes in fair value of enterprise's own credit risk

(5) Others

2. Other comprehensive incomes to be reclassified into profits and losses

-125,378,873.01

(1) Other comprehensive incomes to be transferred to profits or losses under
the equity method

(2) Changes in fair value of other debt investments

(3) Changes in fair values of available-for-sale financial assets investment

(4) Amount of financial assets reclassified into other comprehensive income

(5) Reclassification of held-to-maturity investments as profit or loss on
available-for-sale financial assets

(6) Provision for credit impairment of other creditor's rights investment

(7) Cash flow hedging reserve

(8) Translation difference of the foreign-currency statements

(9) Profits and losses from changes in fair values of investment real estate

-125,378,873.01

(IT) Net after-tax of other comprehensive income attributable to minority
shareholders

8,666,311.50

VIL total comprehensive income

29,508,400.14

83,242,562.40

(I) Total comprehensive income attributable to owners of the parent company

24,696,358.37

78,160,081.27

(II) Total comprehensive income attributable to minority shareholders

4,812,041.77

5,082,481.13

Legal representative:

Principal in Charge of Financial Work:

Principal of Financial Departme




2024

‘elopment Co.

Ltd.

Monctary unit: RMB

Preparation Company: Yancheng Dafe Xre
Ttems ; 5 -'7' ﬁ

Note

Amount in the current period

Amount in previous period

=

L. Cash flows from operating activities: =

729,232,771.25

711,340,174.58

Cash received from sale of commoditle%aﬁ‘fﬁmsu% of la.]wr s ) ces

Refund of taxes and levies -;-.,- -y B 4 16,790,035.20
Other cash received related to operating actib?l;ié‘r_;j"‘ _/ 2,200,654,200.42 2,062,029,303.68

Subtotal of cash inflows of operating activities 2,929,886,971.67 2,790,159,513.46
Cash paid for purchase of commodities and labor services 1,082,743,673.40 2,100,935,229.95
Cash paid to and for employees 14,629,018.81 14,678,550.27

Tax payments

41,123,246.37

41,004,653.02

Other cash paid related to operating activities

1,740,039,165.78

412,554,676.11

Subtotal cash outflow from operating activities

2,878,535,104.36

2,569,173,109.35

Net cash flows from operating activities

51,351,867.31

220,986,404.11

I1. cash flow from investment activities:

Cash received from return on investments

Cash received from investment income

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

374,884.30

Net cash from disposal of subsidiaries and other business units

Other cash received from investment related activities

Subtotal of cash inflows of investment activities

374,884.30

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

146,049,093.71

1,495,105,415.63

Cash paid for investment
Net cash paid for acquisition of subsidiaries and other business units
Other cash paid for investment related activities 864,683.24
Subtotal of cash outflows of investment activities 146,913,776.95 1,495,105,415.63
Net cash flows from investment activities -146,913,776.95 -1,494,730.531.33

1I1. Cash flows from financing activities:

Cash received from investment absorption

633,010,110.00

Including: the subsidiary receives cash from minority shareholders'
investments

Cash received from obtaining loans

1,360,055,000.00

5,907,520,495.15

Other cash received related to financing activities 4,353,701,210.55 6,490,556,679.87

Subtotal of cash inflows of financing activities 5,713,756,210.55 13,031,087,285.02
Cash paid to repay debts 2,951,979,811.37 2,274,810,320.74
Cash paid to distribute dividends, profits or pay interest 26,625,188.09 182,678,433.03

Including: dividends and profits paid by subsidiaries to minority
shareholders

Other cash paid related to financing activities

2,478,898,367.59

9,353,426,129.48

Subtotal of cash outflows of financing activities S,457,503,367.05 11,810,914,883.25
Net cash flows from financing activities 256,252,843.50 1,220,172,401.77
IV. impact of exchange rate changes on cash and cash equivalents 59,482.07 38,858.64

V. Net increase in cash and cash equivalents

160,750,415.93

-53,532,866.81

Plus: opening balance of cash and cash equivalents

189,998,843.04

243,531,709.85

VL. Closing balance of cash and cash equivalents

350,749,258.97

189,998,843.04

Legal representative:

-F-10-

Principal in Charge of Financial Work:

Principal of Financial Depa




Consolidated Statement of Changes in Owner’s Equity

Preparation Company: Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Year 2024

Monetary unit: RMB

Items

Amount in the current period

Owners' equities attributable to the parent company

Paid-in capital

Other equi

instruments

Preferred
stock

Perpetual
bond

Other

Other
comprehensive
incomes

Less:
inventory
stock

Special

Capital reserves
reserves

Surplus
reserves

Undistributed
profits

Subtotal

Minority
Shareholders'
equity

Total owner's
equity

1. Closing balance of previous year

1,000,000,000.00

4.818,348,894.50 115,237,986.49

23,661,715.59]

252,659,481.96

6,209,908,078.54

333,101,521.47

6,543,009,600.01

Plus: changes to accounting policies

Correction of prior period errors

Other

11. Opening balance of this year

1,000,000,000.00

4.818,348,894.50 115,237,986.49

23,661,715.59]

252,659,481.96

6,209,908,078.54

333,101,521.47

6,543,009,600.01

111 Increase of this year (decrease indicated with “-”)

-83,936,144.34

319,824.33

24,376,534.04]

-59,239,785.97

6,768,620.67

-52,471,165.30)

(I) Total comprehensive income

24,696,358.37|

24,696,358.37

4,812,041.77

29,508,400.14|

(IT) Investments of owners and reduced capital

-83,936,144.34

-83,936,144.34

1,956,578.90

-81,979,565.44]

1. Investments of owners and reduced capital

1,956,578.90

1,956,578.90]

2. Capital investments of other equity instrument holders

3. Amount of the share-based payments in the owners' equity

4. Other

-83,936,144.34

-83,936,144.34

-167,872,288.68]

(II) Distribution of profits

319,824.33

-319,824.33

1. Withdrawal of surplus reserves

319,824.33

-319,824.33

2. extraction of general risk reserve

3. Distribution to owners

4. Other

IV)Internal carry-over shareholders’ equity
y quity

1. Conversion of capital reserve into capital

2. Conversion of surplus reserve into capital

3. Conversion of surplus reserve into capital

4. Set the amount of changes in the benefit plan to carry
forward retained earnings

5. Carry-forward of other comprehensive income to retained
carnings

6. Other

(V) Special reserve

1. Withdrawal of this period

2. Utilization of this period

(VI) Other

1V.Closing balance of this year

1,000,000,000.00

4,734,412,750.16 115,237,986.49

23,981,539.92

277,036,016.00

6,150,668,292.57

339,870,142.14

6,490,538,434.71

Legal representative:

Principal in Charge of Financial Work:

Principal of Financial Department:

-F-11-



Consolidated Statement of Changes in Owner’s Equity

Preparation Company: Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Year 2024

Monetary unit: RMB

Items

Amount in previous period

Owners' equities attributable to the parent company

Paid-in capital

Other equity instruments

Preferred
stock

Perpetual
bond

Other

Less: Other
Capital reserves | inventory [ comprehensive
stock incomes

Special Surplus
reserves reserves

Undistributed
profits

Subtotal

Minority
Shareholders'
equity

Total owner's
equity

I. Closing balance of previous year

1,000,000,000.00

4,437,086,290.20 240,616,859.50 8,558,141.28

64,224,101.99

5,750,485,392.97

97.,530,937.44

5.848,016,330.41

Plus: changes to accounting policies

Correction of prior period errors

Other

II. Opening balance of this year

1,000,000,000.00

4,437,086,290.20 240,616,859.50 8,558,141.28

64,224,101.99

5,750,485,392.97

97.,530,937.44

5.848,016,330.41

III. Increase of this year (decrease indicated with “-)

381,262,604.30 -125,378,873.01 15,103,574.31

188,435,379.97

459,422,685.57

235,570,584.03

694,993,269.60)

(I) Total comprehensive income

-125,378,873.01

203,538,954.28

78,160,081.27

5,082,481.13

83.,242.,562.40

(IT) Investments of owners and reduced capital

381,262,604.30

381,262,604.30

230,488,102.90

611,750,707.20)

1. Investments of owners and reduced capital

381,262,604.30

381,262,604.30

230,488,102.90

611,750,707.20

2. Capital investments of other equity instrument holders

3. Amount of the share-based payments in the owners' equity

4. Other

(TIT) Distribution of profits

15,103,574.31

-15,103,574.31

1. Withdrawal of surplus reserves

15,103,574.31

-15,103,574.31

2. extraction of general risk reserve

3. Distribution to owners

4. Other

(IV)Internal carry-over shareholders’ equity

1. Conversion of capital reserve into capital

2. Conversion of surplus reserve into capital

3. Conversion of surplus reserve into capital

4. Set the amount of changes in the benefit plan to carry
forward retained earnings

5. Carry-forward of other comprehensive income to retained
earnings

6. Other

(V) Special reserve

1. Withdrawal of this period

2. Utilization of this period

(VI) Other

IV.Closing balance of this year

1,000,000,000.00

4,818,348,894.50)| 115,237,986.49 23,661,715.59

252,659,481.96

6,209,908,078.54

333,101,521.47

6,543,009,600.01

Legal representative: Principal in Charge of Financial Work:

Principal of Financial Department:

-F-12-



Balance Sheet

December 31, 2024

Preparation Company: Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Monetary unit: RMB

Items

Note XI

Ending balance

Beginning balance

Current assets:

Monetary capital

644,979,643.89

1,880,607,020.40

Transactional financial assets

Financial assets measured at fair value and whose
changes are recorded into current profits and losses

Derivative financial assets

Notes receivable

Accounts receivable

11,431,125.27

16,444,797.99

Receivables financing

Advance payment

62,891,400.00

142,603,519.24

Other receivables

1,750,353,350.54

1,169,575,261.37

Inventory

287,447,906.44

250,917,842.13

Contract assets

Held-for-sale assets

Non-current assets due within one year

Other current assets

2,018,757.70

2,079,671.86

Total current assets

2,759,122,183.84

3,462,228,112.99

Non-current assets:

Debt investment

Other Debt Investment

Long-term receivables

Long - term equity investment

3,853,888,494.69

3,832,629,091.89

Other equity instrument investment

Other non-current financial assets

Investment real estate

540,414,900.00

458,171,410.00

Fixed assets

5,247,760.48

5,018,114.22

Construction in progress

13,897,365.72

13,792,513.81

Capitalized biological assets

Oil and gas assets

Right-of-use asset

Intangible assets

Development expenditures

Goodwill

Long - term deferred expenses

Deferred income tax assets 595,666.42 359,083.21
Other non-current assets
Total non-current assets 4,414,044,187.31 4,309,970,213.13

Total assets

7,173,166,371.15

7,772,198,326.12

Legal representative:

Principal in Charge of Financial Work:

-F-13-

Principal of Financial Department:




Balance Sheet (Continued)

December 31, 2024

Preparation Company: Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Monetary unit: RMB

Items

Note

Ending balance

Beginning balance

Current liabilities:

Short-term borrowings

177,494,938.35

1,008,201,797.52

Transactional financial liabilities

Derivative financial liabilities

Notes payable

800,000,000.00

Accounts payable

14,188,997.29

13,007,238.86

Advance receipts

Contract liability

5,752,212.39

Payroll payable

Taxes and dues payable

52,311,077.27

51,617,885.45

Other payables

41,040,652.68

21,051,458.30

Held-for-sale liabilities

Non-current liabilities due within one year

376,262,343.93

247,212,939.00

Other current liabilities

528,000,000.00

130,747,787.61

Total current liabilities

1,189,298,009.52

2,277,591,319.13

Non-current liabilities:

Long-term borrowings

Bonds payable

Including:Preferred stock

Perpetual bond

Lease liabilities

Long-term payables

931,590,041.07

361,852,385.00

Long-term staff compensation payable

Estimated liabilities

Deferred income

Deferred income tax liabilities

71,909,172.29

70,980,099.79

Other non-current liabilities

Total non-current liabilities

1,003,499,213.36

432,832,484.79

Total liabilities

2,192,797,222.88

2,710,423,803.92

Owner's equity:

Paid-in capital

1,000,000,000.00

1,000,000,000.00

Other equity instruments

Including:Preferred stock

Perpetual bond

Capital reserves

3,742,825,474.69

3,827,429,091.89

Less: inventory stock

Other comprehensive incomes

66,293,266.06

66,293,266.06

Special reserves

Surplus reserves

23,981,539.92

23,661,715.59

Undistributed profits

147,268,867.60

144,390,448.66

Total owner's equity

4,980,369,148.27

5,061,774,522.20

Total liabilities and owner's equity

7,173,166,371.15

7,772,198,326.12

Legal representative:

Principal in Charge of Financial Work:

-F-14-

Principal of Financial Department:




Statement of Income

Year 2024

Preparation Company: Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Monetary unit: RMB

Items Note XI | Amount in the current period | Amount in previous period

I. Operating incomes 4 44,544,506.91 113,218,469.40
Less: operating Cost 4 43,241,789.61 105,056,838.86

Taxes and surcharges 3,499,380.54 4,012,930.99

Sales expenses

Administrative expenses 2,664,359.63 1,677,989.45

R&D expenses

Financial expenses -5,983,897.18 19,971,068.01
Plus: other incomes 17,000.00
Investment income (losses indicated with “-”)

Including: income from investments in associated enterprises and joint ventures
Revenue from derecognition of financial assets measured in amortized cost

Net exposure hedging income ( loss is indicated with “—”
Gains from changes in fair value(losses indicated with “-”") 3,716,290.00 169,420,414.38
Impairment loss of credit (losses indicated with “-”) -946,332.85 -468,166.42
Impairment loss of assets (losses indicated with “-)
Income from disposal of assets (losses indicated with “-”)

I1. operating profit (losses indicated with “-) 3,892,831.46 151,468,890.05
Plus: non-operating incomes 1.70 1.00
Less: non-operating expenses 2,100.60 451,187.17

II1.Total profits (losses indicated with*“-") 3,890,732.56 151,017,703.88
Less: Income tax expenses 692,489.29 -18,039.20

IV. Net profits (Net losses indicated with “-”) 3,198,243.27 151,035,743.08

() Net profit from continuous operation (Net losses indicated with “-”") 3,198,243.27 151,035,743.08
(II) Net profit from termination of operation (Net losses indicated with “-”)

V. Net post-tax amount of other comprehensive income -169,007,904.38

(I) Other comprehensive incomes cannot be reclassified into profits or losses

1. Re-measure the amount of changes in the benefit plan

2. Other comprehensive incomes cannot be transferred to profits or losses under the

equity method

5. Other

(II) Other comprehensive incomes to be reclassified into profits and losses -169,007,904.38

1. Other comprehensive incomes to be transferred to profits or losses under the equity

method

2. Changes in fair value of other debt investments

7. Cash flow hedging reserve

8. Translation difference of the foreign-currency statements

9. Profits and losses from changes in fair values of investment real estate -169,007,904.38

VI. Total comprehensive incomes

3,198,243.27

-17,972,161.30

Legal representative:

-F-15-

Principal in Charge of Financial Work:

Principal of Financial Department:



Cash Flow Statement

Year 2024

Preparation Company: Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Monetary unit: RMB

Items

Note

Amount in the current period

Amount in previous period

I. Cash flows from operating activities:

Cash received from sale of commodities and provision of labor services

42,111,846.78

139,812,945.42

Refund of taxes and levies

Other cash received related to operating activities

28,528,684.27

520,859,456.36

Subtotal of cash inflows of operating activities

70,640,531.05

660,672,401.78

Cash paid for purchase of commodities and labor services 94,740,996.25 297,139,682.75
Cash paid to and for employees
Tax payments 2,745,274.56 2,420,754.97
Other cash paid related to operating activities 477,264,834.12 120,829,057.21
Subtotal cash outflow from operating activities 574,751,104.93 420,389,494.93
Net cash flows from operating activities -504,110,573.88 240,282,906.85
I1. cash flow from investment activities:
Cash received from return on investments
Cash received from investment income
Net cash from disposal of fixed assets, intangible assets and other long-term assets
Net cash from disposal of subsidiaries and other business units
Other cash received from investment related activities
Subtotal of cash inflows of investment activities
Cash paid for acquisition and construction of fixed assets, intangible assets and 79.188.764.53 3.847336.31

other long-term assets

Cash paid for investment

Net cash paid for acquisition of subsidiaries and other business units

Other cash paid for investment related activities

Subtotal of cash outflows of investment activities

79,188,764.53

3,847,336.31

Net cash flows from investment activities

-79,188,764.53

-3,847,336.31

II1. Cash flows from financing activities:

Cash received from investment absorption

Cash received from obtaining loans

197,265,000.00

1,482,259,585.13

Other cash received related to financing activities

2,774,252,083.52

2,639,002,164.68

Subtotal of cash inflows of financing activities

2,971,517,083.52

4,121,261,749.81

Cash paid to repay debts

1,027,090,000.00

517,034,218.00

Cash paid to distribute dividends, profits or pay interest

13,427,079.10

18,938,271.45

Other cash paid related to financing activities

1,283,075,959.00

3,799,076,401.07

Subtotal of cash outflows of financing activities 2,323,593,038.10 4,335,048,890.52
Net cash flows from financing activities 647,924,045.42 -213,787,140.71

IV. impact of exchange rate changes on cash and cash equivalents
V. Net increase in cash and cash equivalents 64,624,707.01 22,648,429.83
Plus: opening balance of cash and cash equivalents 31,008,367.40 8,359,937.57
VI. Closing balance of cash and cash equivalents 95,633,074.41 31,008,367.40

Legal representative:

-F-16-

Principal in Charge of Financial Work:

Principal of Financial Department:



Preparation Company: Yancheng Dafeng Xiecheng Industrial De

Statement of Changes in Owner’s Equity
Year 2024

elopment Co., Ltd.

Amount in the current period

Monetary unit: RMB

Other equity instruments

Items ca e . . . Less: Other . Special Surplus Undistributed Total owner's
Paid-in capital Perpetual Capital reserves | inventory | comprehensive .
Preferred b(l))n d Other stock incomes reserves reserves profits equity
stock

L. Closing balance of previous year

1,000,000,000.00

3,827,429,091.89

66,293,266.06

23,661,715.59

144,390,448.66

5,061,774,522.20

Plus: changes to accounting policies

Correction of prior period errors

Other

I1. Opening balance of this year

1,000,000,000.00

3,827,429,091.89

66,293,266.06

23,661,715.59

144,390,448.66,

5,061,774,522.20

II1. Increase of this year (decrease indicated with “-”)

-84,603,617.20

319,824.33

2,878,418.94

-81,405,373.93

(I) Total comprehensive income

3,198,243.27

3,198,243.27

(II) Investments of owners and reduced capital

-84,603,617.20

-84,603,617.20

1. Investments of owners and reduced capital

2. Capital investments of other equity instrument holders

3. Amount of the share-based payments in the owners' equity

4. Other

-84,603,617.20

-84,603,617.20

(III) Distribution of profits

319,824.33

-319,824.33

1. Withdrawal of surplus reserves

319,824.33

-319,824.33

2. extraction of general risk reserve

3. Distribution to owners

4. Other

(IV)Internal carry-over shareholders’ equity

1. Conversion of capital reserve into capital

2. Conversion of surplus reserve into capital

3. Conversion of surplus reserve into capital

4. Set the amount of changes in the benefit plan to carry forward
retained earnings

5. Carry-Torward of other comprehensive mcome to retained

earninoc

6. Other

(V) Special reserve

1. Withdrawal of this period

2. Utilization of this period

(VI) Other

IV.Closing balance of this year

1,000,000,000.00

3,742,825,474.69

66,293,266.06

23,981,539.92

147,268,867.60)

4,980,369,148.27

Legal representative:

Principal in Charge of Financial Work:
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Statement of Changes in Owner’s Equity
Year 2024
Preparation Company: Yancheng Dafeng Xiecheng Industrial Development Co., Ltd. Monetary unit: RMB

Amount in previous period

Items Other equity instruments Less: Other

. . . Special Surplus Undistributed Total owner's
Capital reserves | inventory | comprehensive

Preferred| Perpetual it W
stock bond Other stock incomes reserves reserves profits equity

Paid-in capital

1. Closing balance of previous year 1,000,000,000.00 3,633,688,494.69 235,301,170.44 8,558,141.28 8,458,279.89 4,886,006,086.30

Plus: changes to accounting policies

Correction of prior period errors

Other

11. Opening balance of this year 1,000,000,000.00 3,633,688,494.69 235,301,170.44 8,558,141.28 8,458,279.89 4,886,006,086.30

I11. Increase of this year (decrease indicated with “-”) 193,740,597.20 -169,007,904.38 15,103,574.31| 135,932,168.77 175,768,435.90

(I) Total comprehensive income -169,007,904.38 151,035,743.08 -17,972,161.30

(IT) Investments of owners and reduced capital 193,740,597.20 193,740,597.20

1. Investments of owners and reduced capital 193,740,597.20 193,740,597.20

2. Capital investments of other equity instrument holders

3. Amount of the share-based payments in the owners' equity

4. Other

(III) Distribution of profits 15,103,574.31| -15,103,574.31

1. Withdrawal of surplus reserves 15,103,574.31| -15,103,574.31

2. extraction of general risk reserve

3. Distribution to owners

4. Other

(IV)Internal carry-over shareholders’ equity

1. Conversion of capital reserve into capital

2. Conversion of surplus reserve into capital

3. Conversion of surplus reserve into capital

4. Set the amount of changes in the benefit plan to carry forward
retained earnings

5. Carry-forward of other comprehensive income to retained
earnings

6. Other

(V) Special reserve

1. Withdrawal of this period

2. Utilization of this period

(VI) Other

1V.Closing balance of this year 1,000,000,000.00 3,827,429,091.89 66,293,266.06 23,661,715.59( 144,390,448.66 5,061,774,522.20

Legal representative: Principal in Charge of Financial Work: Principal of Financial Department:

-F-18-



Notes to the 2024 Financial Statements of Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.
Notes to 2024 Financial Statements

(Unless otherwise specified, the currency unit in the Notes is in RMB)

I. Basic information of the Company

(I) Place of registration and form of organization of the Company

Yancheng Dafeng Xiecheng Industrial Development Co., Ltd. (hereinafter referred to as the
Company), established on April 10, 2014, was invested and established by Yancheng Dafeng Urban
Construction Group Co., Ltd. with an initial registered capital of 100 million yuan. After the capital
increase, the existing registered capital is 1 billion yuan.

The Company's unified social credit code: 913209820934471503, registered address: No.82 Jiankang
East Road, Dafeng District, Yancheng City, actual business address: No.7 Feida East Road, Dafeng District,
Yancheng City, legal representative: Ji Minggen, enterprise type: limited liability company (wholly state-
owned).

(II) Business scope of the Company

Infrastructure construction; pipeline engineering construction; house demolition; land consolidation;
sales of building materials; municipal engineering construction; building decoration design; furniture
manufacturing; freight forwarding agent; cultivation of vegetables, fruits, flowers and trees; aquaculture;
development and construction of solar power projects; power generation and electricity sales of solar
photovoltaic; development and construction of wind power project; generation and electricity sales of wind
power. (Any item that needs to be approved by law can be operated only after obtaining approval by
relevant authorities, and specific business items shall be subject to approval documents or licenses of
relevant authorities) Licensed items: import and export of goods; technology import and export; Import and
export agency (items subject to approval according to law can only be operated after being approved by
relevant departments, and specific business items shall be subject to the approval results) General items:
sales of coal and products; sales of non-metallic minerals and products; sales of metal materials; sales of
metal ore; sales of metal products; sales of daily wood products; sales of cork products; sales of chemical
products (excluding licensed chemical products); sales of machinery and equipment; sales of mechanical
parts and parts; sales of electronic products; sales of agricultural and sideline products; sales of animal
husbandry and fishery feed; sales of cement products; sales of automobile new cars; wholesale of auto
spare parts; sales of special equipment; sales of Class I medical devices; sales of petroleum products
(excluding hazardous chemicals); sales of batteries; wire and cable management; wholesale of fresh
vegetables; retail of fresh vegetables; grain cultivation; grass planting (except for items subject to approval
according to law, business activities shall be independently carried out according to law with business
license)

(III) Approval for publication of financial statements

1
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Notes to the 2024 Financial Statements of Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

These financial statements have been approved for release by the resolution of directors of the
Company's board.

(IV) Scope of consolidated financial statements

Consolidation scope of the Company is determined according to control right, and all subsidiaries
shall be consolidated in the consolidated financial statements. In current period there are 9 subsidiaries
included in the merger scope of the Company, a decrease of 2 subsidiaries from the previous year. The
details of the subsidiaries during the reporting period can be found in Note VIII.

I1. Presentation basis of financial statements

(I) Basis of preparation

The Company prepares financial statements based on going concern, based on actual transactions and
events, and in accordance with the accounting standards for enterprises standards and application
guidelines, explanations and other relevant provisions promulgated by the Ministry of Finance (collectively
referred to as the "Accounting Standards for Enterprises").

According to the relevant provisions of enterprise accounting standards, the accounting of the
Company is based on accrual basis. Except for certain financial instruments, the financial statements are
measured on a historical cost basis. If an asset is impaired, the corresponding provision for impairment
shall be made according to relevant regulations.

(II) Going-concern

These financial statements are presented on a going concern basis and the Company has a going
concern capability for at least 12 months the end of the reporting period.

II1. Statement on compliance with the Accounting Standards for Business Enterprises

The financial statements prepared by the Company comply with the Accounting Standards for
Business Enterprises, and truly and completely reflect the financial status of consolidated and parent
company as of December 31, 2024, and operating results, cash flow of the consolidated and parent
company in 2024.

IV. Significant accounting policies and accounting estimates

(I) Accounting period

The fiscal year of the Company adopts the Gregorian calendar year, i.e. from January 1 to December
31 each year.

(II) Operating cycle

The Company takes one year (12 months) as a normal operating cycle.

(IIT) Functional currency

Renminbi is chosen as the functional currency.

(IV) Accounting method for merger of enterprises under the common control and not under the

common control
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Notes to the 2024 Financial Statements of Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Business combination refers to a transaction or event bringing together two or more separate
enterprises into one reporting entity. The business combination is divided into business combination under
the same control and business combination not under the same control.

1. Accounting method for merge of enterprises under the common control

A business merger under the same control is a business merger in which all of the combining
enterprises are ultimately controlled by the same party or the same parties both before and after the
business merger and on which the control is not temporary. In a business combination under the same
control, the party which obtains the control on other combining enterprise(s) on the combining date is the
combining party, and other combining enterprise(s) is (are) the combined party. The "combining date"
refers to the date on which the combining party actually obtains control on the combined party.

The assets and liabilities acquired by the Company in a business merger shall be measured according
to the book value of the assets and liabilities of the combined party (including the goodwill formed by
acquisition of the combined party by the ultimate controlling party) in the consolidated financial statements
of the ultimate controlling party on the combining date. As for the balance between the book value of the
net assets obtained and the book value of the consideration paid by it (or the total face value of the shares
issued), the equity premium in the capital reserve shall be adjusted.

The direct cost occurred in the business combination is recorded into the profit or loss for the period
when they actually occurred.

2. Accounting method for merge of enterprises not under the common control

If an enterprise participating in the combination are not ultimately controlled by the same party or the
same parties before and after the combination, it is a business combination not under the same control. In a
business combination not under the same control, the party which obtains the control on other combining
enterprise(s) on the purchase date is the acquirer, and other combining enterprise(s) is (are) the acquiree.
The purchase date refers to the date on which the acquirer actually obtains control over the acquiree.

For business combinations not under the same control, consolidation costs shall include the assets paid
by the acquirer to obtain control over the acquiree on the purchase date, the liabilities incurred or assumed,
and the fair value of equity securities issued. Intermediary fees such as auditing, legal services, evaluation
and consultation and other management fees incurred for business combination shall be included in the
current profits and losses when they are incurred. The transaction costs of equity securities or debt
securities issued by the purchaser as merger consideration are included in the initial recognition amount of
equity securities or debt securities. The contingent consideration involved shall be included in the
consolidated cost according to its fair value on the purchase date. If new or further evidence of the existing
situation on the purchase date appears within 12 months after the purchase date and it is necessary to adjust

the contingent consideration, the consolidated goodwill shall be adjusted accordingly. The combination
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costs incurred by the acquirer and the identifiable net assets acquired in the combination are measured at
the fair value at the purchase date. The difference between the combined cost and the fair value share of the
identifiable net assets of the acquiree at the purchase date obtained in the combination is recognized as
goodwill. If the combined cost is less than the fair value share of the identifiable net assets of the acquiree
obtained in the combination, firstly, the fair value of identifiable assets, liabilities and contingent liabilities
of the acquiree and the measurement of combined cost are reviewed. If the combined cost is still less than
the fair value share of identifiable net assets of the acquiree obtained in the combination after review, the
difference shall be included in the current profits and losses.

For the deductible temporary difference of the acquiree obtained by the acquirer, if the deferred
income tax assets are not recognized on the purchase date because they do not meet the conditions for
recognition of deferred income tax assets, then within 12 months after the purchase date, if new or further
information is obtained to show that the relevant situation on the purchase date already exists and the
economic benefits brought by the deductible temporary difference of the acquired party can be realized, the
relevant deferred income tax assets will be recognized, and goodwill will be reduced at the same time. If
goodwill is insufficient to offset, the difference will be recognized as current profits and losses; in addition
to the above, if deferred income tax assets related to business combination are recognized, they shall be
included in the profits and losses of the current period.

Where a business combination not under common control is realized in stages through multiple
transactions, it is judged whether these transactions are considered to be a “package transaction” according
to the Notice of the Ministry of Finance on Issuing Interpretation No.5 of the Accounting Standards for
Business Enterprises (Cai Kuai [2012] No.19) and Article 51 of the Accounting Standards for Enterprises
No.33 - Consolidated Financial Statements (see Note IV (V), which set out the criteria defining a package
transaction. If it is a "package transaction", these transactions are accounted in accordance with the
previous paragraphs of this section and Note IV (XV) “Long-term Equity Investment”. If no, relevant
accounting treatments shall be undertaken individually in separate financial statements and in consolidated
financial statements:

In individual financial statements, the sum of the book value of the equity investment held by the
acquired party before the purchase date and the newly added investment cost on the purchase date shall be
taken as the initial investment cost of the investment; where the equity of the acquiree held before the
purchase date involves other comprehensive income, at the time of disposal of the investment, other
comprehensive income related to it is accounted for on the same basis as the acquiree directly disposes of
the related assets or liabilities (i.e., except for the corresponding share of the changes caused by the
remeasurement of the net liabilities or net assets of the defined benefit plan by the acquired party calculated

according to the equity method, the rest is transferred to the current investment income).
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In the consolidated financial statements, the equity of the acquired party held before the purchase date
is re-measured according to the fair value of the equity on the purchase date, and the difference between the
fair value and its book value is included in the current investment income; where the equity of the acquiree
held before the purchase date involves other comprehensive income, other comprehensive income related
to it should be accounted for on the same basis as the acquiree's direct disposal of related assets or
liabilities (i.e., except for the corresponding share of the changes caused by the remeasurement of the net
liabilities or net assets of the defined benefit plan by the acquired party calculated according to the equity
method, the rest is transferred to the current investment income on the purchase date).

(V) Preparation method of consolidated financial statements

1. Principles for determining the scope of consolidated financial statements

The consolidation scope of consolidated financial statements is determined on the basis of control.
Control means that the Company has the power over the investee, enjoys variable returns by participating
in the relevant activities of the investee, and has the ability to use the power over the investee to influence
the amount of returns. The scope of the merger includes the company and all its subsidiaries. Subsidiary
refers to the main body controlled by the Company.

The Company will re-evaluate the relevant elements involved in the above control definition as a
result of changes in relevant facts and situations.

2. Preparation method of consolidated financial statements

From the date of obtaining the net assets of subsidiaries and the actual control rights of production and
operation decisions, the Company began to bring them into the consolidation scope; it shall stop being
included in the consolidation scope from the date of losing the actual control right. For the disposed
subsidiaries, the operating results and cash flows before the disposal date have been properly included in
the consolidated income statement and consolidated cash flow statement; for subsidiaries disposed of in the
current period, the beginning balance of the consolidated balance sheet will not be adjusted. The operating
results and cash flows after the purchase date of a subsidiary increased by business combination not under
the same control have been properly included in the consolidated income statement and consolidated cash
flow statement, and the beginning balance and comparative amount of the consolidated financial statements
are not adjusted. The operating results and cash flows from the beginning of the consolidation period to the
consolidation date of the subsidiaries that have been increased by business combination under the same
control have been properly included in the consolidated income statement and consolidated cash flow
statement, and the comparison amount of the consolidated financial statements has been adjusted at the
same time.

In the preparation of consolidated financial statements, if the accounting policies or accounting

periods adopted by a subsidiary are inconsistent with those adopted by the Company, necessary
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adjustments shall be made to the financial statements of the subsidiary in accordance with the accounting
policies and accounting periods of the Company. For subsidiaries acquired through the merger of
enterprises not under the common control, their financial statements shall be adjusted based on the fair
value of identifiable net assets on the purchase date.

All material balances, transactions and unrealized profits within the Company shall be offset at the
time of preparation of the consolidated financial statements.

Shareholders' equity of subsidiaries and the part of current net profit and loss not owned by the
Company shall be separately presented as minority shareholders' equity and minority shareholders' profit
and loss in the consolidated financial statements under shareholders' equity and net profit. The share of
minority shareholders' equity in the current net profit and loss of subsidiaries shall be presented as
"minority shareholders' profit and loss" under the net profit item in the consolidated income statement. If
the minority shareholders' share of the subsidiary's losses exceeds the minority shareholders' share in the
initial shareholders' equity of the subsidiary, it still offsets the minority shareholders' equity.

When the control of the original subsidiary is lost due to the disposal of part of the equity investment
or other reasons, the remaining equity shall be re-measured according to its fair value on the date of loss of
control. The sum of the consideration obtained for disposal of the equity and the fair value of the remaining
equity, less the difference between the shares of the original subsidiary's net assets calculated on the basis
of the original shareholding ratio and the shares of the original subsidiary's net assets continuously
calculated from the date of purchase or the date of merger, is included in the investment income of the
current period when the control right is lost. Other comprehensive income related to the equity investment
of the original subsidiary shall be accounted on the same basis as the direct disposal of related assets or
liabilities by the acquired party in case of loss of control (i.e., except for the changes caused by
remeasuring the net liabilities or net assets of the defined benefit plan in the original subsidiary, the rest
shall be transferred to the current investment income). Thereafter, the remaining equity shall be
subsequently measured in accordance with relevant provisions such as Accounting Standards for Business
Enterprises No.2-Long-term Equity Investment or Accounting Standards for Business Enterprises No.22-
Recognition and Measurement of Financial Instruments. For details, please refer to Note IV (XV) “Long-
term Equity Investment” or Note IV (IX) “Financial Instruments".

If the Company loses the control rights of the subsidiary through multiple transactions by step-by-step
dispose, it is necessary to distinguish whether the transactions of disposing of the equity investment in
subsidiaries until the loss of control rights are package transactions. If the terms, conditions and economic
impact of various transactions dealing with equity investment in subsidiaries meet one or more of the
following conditions, it usually indicates that multiple transactions should be treated as a package

transaction: (1) These transactions are concluded at the same time or in consideration of each other's
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influence; (2) These transactions only as a whole can achieve a complete business result; (3) The
occurrence of one transaction depends on the occurrence of at least one other transaction; (4) A transaction
is uneconomical when viewed alone, but it is economical when considered together with other transactions.
If it is not a package transaction, each transaction shall be accounted for according to the applicable
principles of "partial disposal of long-term equity investment in subsidiaries without loss of control” (see
Note IV(XV) 2(4)) and "loss of control over original subsidiaries due to disposal of partial equity
investment or other reasons" (see the previous paragraph for details). If the transactions of disposing of
equity investment in subsidiaries until the loss of control rights belong to a package transaction, each
transaction shall be treated as a transaction of disposing of subsidiaries and losing control rights for
accounting treatment; however, the difference between the disposal price before the loss of control and the
share of the net assets of the subsidiary corresponding to the disposal investment is recognized as other
comprehensive income in the consolidated financial statements, and is transferred to the profits and losses
of the current period when the control is lost.

(VI) Joint venture arrangement classification and joint operation accounting method

A joint venture arrangement refers to an arrangement jointly controlled by two or more participants.
According to the rights and obligations of the Company under the joint venture arrangement, the joint
venture arrangement is divided into Joint Venture and joint operation. Joint operation refers to a joint
venture arrangement in which the Company enjoys the assets related to the arrangement and bears the
liabilities related to the arrangement. A joint venture refers to a joint venture arrangement in which the
company only has rights to the net assets of the arrangement.

The Company's investments in joint ventures are accounted for by the equity method and are treated in
accordance with the accounting policies set out in Note IV (XV) 2(2) “Long-term Equity Investments
Accounting by the Equity Method".

As a joint venture party of the joint operation, the Company shall recognize the assets held separately
and the liabilities assumed separately by the Company, and recognize the assets held jointly and the
liabilities assumed jointly according to the Company's share; recognize the income generated from the sale
of the Company's share of joint operating output; recognize the income generated from the sale of output in
joint operations according to the Company's share; recognize the expenses incurred by the Company alone
and the expenses incurred by joint operations according to the Company's share.

When the Company invests in or sells assets to a joint operation as a joint venture party (the assets do
not constitute business, the same below), or purchases assets from a joint operation, the Company shall
only recognize the part of the gains and losses arising from the transaction that belongs to other participants
in the joint operation before the assets are sold to a third party. If these assets suffer asset impairment losses

that meet the requirements of Accounting Standards for Business Enterprises No.§8-Asset Impairment, the
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Company will fully recognize the losses when the Company invests or sells assets to the joint operation; in
the case of assets purchased by the Company from joint operation, the Company shall recognize the loss
according to its share.

(VII) Recognition criteria of the cash and cash equivalents

The cash and cash equivalents of the Company include cash on hand, deposits readily available for
payment and the investment with short term held by the Company (generally due within three months from
the date of purchase), strong liquidity, easy conversion into known amounts cash, and small risk of changes
in value.

(VIII) Translation of foreign currency business and foreign currency statements

1. Conversion method of foreign currency transactions

Foreign currency transactions of the Company shall be converted into the functional currency amount
at the spot exchange rate of the trading day upon initial recognition, but foreign currency exchange
business or transactions involving foreign currency exchange shall be converted into the functional
currency amount at the actual exchange rate.

2. Conversion methods for foreign currency monetary items and foreign currency non-monetary items

On the balance sheet date, foreign currency monetary items are translated at the spot exchange rate of
the balance sheet date, and the exchange difference resulting therefrom, except: (1) the exchange difference
arising from special foreign currency loans related to the acquisition and construction of assets eligible for
capitalization shall be treated in accordance with the principle of capitalization of borrowing costs; and (2)
foreign currency monetary items available for sale, except for exchange differences arising from changes in
book amounts other than amortized cost, which are included in other comprehensive income, are included
in the current profits and losses.

If the preparation of consolidated financial statements involves overseas operations, and if there are
foreign currency monetary items that substantially constitute net investment in overseas operations, the
exchange difference arising from exchange rate changes shall be included in other comprehensive income;
when disposing of overseas operations, it shall be included in the profits and losses of the current period.

Foreign currency non-monetary items measured at historical cost are still measured using the
functional currency amount translated at the spot exchange rate on the transaction date. Foreign currency
non-monetary items measured at the fair value are translated at the spot exchange rate at the date of fair
value evaluation, and he difference between the translated amount in the functional currency and the
original amount in the functional currency is treated as changes in fair value (including exchange rate
changes) and recorded in current profit or loss or recognized as other comprehensive income.

3. Accounting treatment method for conversion of foreign currency statements

(1) The Company converts the financial statements of overseas operations according to the following

-F-26-



Notes to the 2024 Financial Statements of Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

methods:

The asset and liability items in the balance sheet are translated at the spot exchange rate ruling on the
balance sheet date; the owners’ equity items other than “undistributed profits” are translated at the spot
exchange rate ruling on accrual.

The income and expense items in the income statement are translated at the spot exchange rate on the
date of the transaction or at the exchange rate determined according to a systematic and reasonable method
and similar to the spot exchange rate on the date of the transaction.

The translation difference of foreign currency financial statements resulting from the translation
according to the above methods is presented in the "Other comprehensive income” item of owner's equity
in the consolidated balance sheet.

(2) The Company converts the financial statements of overseas operations in a hyperinflationary
economy according to the following methods:

The Company restates the items in the balance sheet using the general price index and the items in the
income statement using the changes in the general price index, and then converts them at the spot exchange
rate on the balance sheet date.

When the overseas operation is no longer in a hyperinflationary economy, the Company ceases
restating the financial statements, and converts them according to the restated financial statements at the
price level on the date of cessation.

(3) When the Company disposes of overseas operations, the conversion difference of foreign currency
financial statements related to the overseas operations presented under other comprehensive income items
in the consolidated balance sheet is transferred from other comprehensive income to the current profits and
losses of disposal; In case of partial disposal of overseas operations, the conversion difference of foreign
currency financial statements of the disposed part is calculated according to the proportion of the disposal
and transferred to the current profits and losses of the disposal.

(IX) Financial instruments

When the Company becomes a party to the financial instrument contracts, a financial asset or financial
liability is recognized.

1. Classification, recognition and measurement of financial assets

According to the business modes and contractual cash flow characteristic of the held financial assets,
the Company classifies financial assets as follows: financial assets measured at amortized cost, financial
assets measured at fair value through other comprehensive income, and financial assets measured at fair
value through profit or loss.

Financial assets are measured at fair value upon initial recognition. For the financial assets and

measured at fair value and recorded in the current profits and losses, relevant transaction costs are directly
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recorded into the gains and losses; for other types of financial assets, relevant transaction costs are recorded
into the initial recognition amount. For accounts receivable or notes receivable arising from the sale of
products or the provision of labor services, which do not include or consider significant financing
components, the Company shall take the consideration amount expected to be entitled to receive as the
initially recognized amount.

(1) Financial assets measured at amortized cost

The Company’s business model for managing financial assets measured at amortized cost is to collect
contractual cash flow, and the contractual cash flow characteristics of such financial assets are consistent
with the basic lending arrangement, that is, the cash flow generated on a specific date is only the payment
of principal and interest based on the outstanding principal amount. Financial assets at amortized cost are
measured subsequently at amortized cost using the effective interest method by the Company. Gains or
losses arising from amortization or impairment are recorded to the current profits and losses.

(2) Financial assets measured at fair value and whose changes are included in other comprehensive
income

The Company’s business model for managing this type of financial assets is to collect contractual cash
flow and sell such assets, and the contractual cash flow characteristics of such financial assets are
consistent with the basic lending arrangement. The Company measures such financial assets at fair value
and incorporates their changes into in other comprehensive income, but impairment losses or gains,
exchange gains and losses, and interest income calculated using the effective interest rate method are
included in profit and loss for the period.

In addition, the Company designates some non-held-for-trading equity instrument investments as
financial assets measured at fair value through other comprehensive income. The Company includes
dividend income related to such financial assets into the current profits and losses and changes in fair value
are included into other comprehensive income. When the financial asset is derecognized, the accumulated
gains or losses previously included in other comprehensive income shall be transferred from other
comprehensive income to retained earnings, and shall not be included in current profits and losses.

(3) Financial assets measured at fair value and whose changes are included in the profits and losses of
the current period

The Company classifies financial assets other than the aforementioned financial assets measured at
amortized cost and financial assets measured fair value through other comprehensive income as financial
assets measured at fair value through the current profits and losses. In addition, at the time of initial
recognition, the Company designates part of the financial assets as financial assets measured at fair value
through profit or loss for the period, so as to eliminate or significantly reduce accounting mismatches. The

Company measures such financial assets subsequently at fair value with change in the fair value recorded

10
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into the current profits and losses.

2. Classification, recognition and measurement of financial liabilities

Financial liabilities, at initial recognition, are classified into financial liabilities measured at fair value
through the current profits and losses and other financial liabilities. Transaction costs relating to financial
liabilities designated at fair value through profit or loss are directly recorded in profit or loss. Transaction
costs relating to other financial liabilities are included in initially recognized amounts.

(1) Financial liabilities measured at fair value and whose changes are included in the profits and losses
of the current period

Financial liabilities measured at fair values through profit or loss consist of held-for-trading financial
liabilities (including derivatives that are financial liabilities) and financial liabilities measured at fair value
through the current profits and losses upon initial recognition.

Held-for-trading financial liabilities (including derivatives that are financial liabilities) are measured
subsequently at fair value with changes recorded into profit or loss for the period, unless related to hedge
accounting.

As to a financial liability measured at fair value and whose changes are included in current profits and
losses, the change in the fair value of the liability caused by the change in the Company’s own credit risk is
included in other comprehensive income, and when the liability is derecognized, the accumulated changes
in its fair value caused by changes in its own credit risk included in other comprehensive income are
transferred to retained earnings. Other changes in the fair value are included in the current profits and
losses. If the impact of the change in credit risk of such financial liability dealt with in the above way
would create or enlarge an accounting mismatch in profit or loss, the Company shall record all gains or
losses on that liability (including the impact of changes in the credit risk of that liability) in the current
profits and losses.

(2) Other financial liabilities

Other financial liabilities, except for financial liabilities arising from transfer of financial assets does
not satisfy derecognition criteria or continue involvement of transferred financial assets and financial
guarantee contracts liability, are subsequently measured at amortized cost, with gain or loss arising from
derecognition or amortization recognized in the current profits and losses.

3. Recognition basis and measurement method of financial asset transfer

Financial assets that meet one of the following conditions shall be terminated to recognize: (1) The
contractual right to receive cash flow from the financial assets is terminated; (2) The financial asset has
been transferred, and almost all risks and rewards in the ownership of the financial asset have been
transferred to the transferee; @ The financial asset has been transferred, although the enterprise has neither

transferred nor retained almost all risks and rewards in the ownership of the financial asset, it has given up
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its control over the financial asset.

If the enterprise neither transfers nor retains almost all risks and rewards in the ownership of financial
assets, and does not give up its control over the financial assets, the relevant financial assets shall be
recognized according to the degree of continuous involvement in the transferred financial assets, and the
relevant liabilities shall be recognized accordingly. The degree of continued involvement in the transferred
financial assets refers to the risk level faced by the enterprise due to the change of the value of the financial
assets.

If the overall transfer of financial assets meets the conditions for derecognition, the difference between
the book value of the transferred financial assets and the sum of the consideration received due to the
transfer and the accumulated amount of changes in fair value originally included in other comprehensive
income shall be included in the current profits and losses.

If the partial transfer of financial assets meets the conditions for derecognition, the book value of the
transferred financial assets between derecognition and non-derecognition according to their relative fair
values shall be allocated, and the difference between the sum of the consideration received due to the
transfer and the accumulated amount of fair value changes originally included in other comprehensive
income that should be allocated to the derecognition part and the aforesaid book amount allocated shall be
included in the current profits and losses.

For financial assets sold with recourse or endorsed for transfer of financial assets held by the
Company, it is necessary to determine whether almost all risks and rewards in the ownership of the
financial assets have been transferred. If almost all risks and rewards in the ownership of the financial asset
have been transferred to the transferee, the recognition of the financial asset shall be terminated; if almost
all risks and rewards in the ownership of financial assets are retained, the recognition of the financial assets
will not be terminated; if almost all risks and rewards in the ownership of financial assets are neither
transferred nor retained, it needs to continue to judge whether the enterprise retains control over the assets
and carry out accounting treatment according to the principles mentioned in the previous paragraphs.

4. Derecognition of financial liabilities

The Company derecognizes a financial liability (or part thereof) only when the current obligations of
the financial liability (or part thereof) have been discharged. If the Company (the borrower) and the lender
sign an agreement to replace the original financial liability by assuming a new financial liability, and the
contract terms of the new financial liability are substantially different from those of the original financial
liability, the original financial liability shall be terminated and a new financial liability shall be recognized
at the same time. Where the original agreement of a financial liability (or part thereof) is substantially
modified by the Company, the original financial liability shall be terminated and a new financial liability

shall be recognized according to the modified terms.
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When a financial liability (or a part thereof) is derecognized, the Company shall include the difference
between its book value and the consideration paid (including transferred non-cash assets or liabilities) into
the current profits and losses.

5. Offset of financial assets and financial liabilities

When the Company has the legal right to offset the recognized financial assets and financial liabilities,
the statutory right is currently enforceable, and the Company plans to settle or simultaneously realize the
financial assets and pay off the financial liabilities at the same time, financial assets and financial liabilities
are presented in the balance sheet in amounts offset against each other. In addition, financial assets and
financial liabilities are presented separately in the balance sheet and are not offset against each other.

6. Method for determining fair value of financial assets and financial liabilities

Fair value refers to the price that market participants can receive from selling an asset or pay for
transferring a liability in an orderly transaction on the measurement date. If there is active market for the
financial instrument, the Company shall recognize its fair value by quoting from the active market. The
quotation in the active market refers to the price that is readily available on a regular basis from exchanges,
brokers, trade associations, pricing services, etc., and represents the price of a market transaction that
actually occurs in fair trading. Where there is no active market for financial instruments, the Company
adopts valuation techniques to determine their fair values. Valuation techniques include reference to prices
used by market participants in major markets or the most favorable markets on measurement days,
reference to current fair values of other financial instruments that are substantially the same, discounted
cash flow method and option pricing model, etc. In valuation, the Company adopts valuation techniques
that are applicable in the current circumstances and supported by sufficient available data and other
information, selects input values consistent with the characteristics of assets or liabilities considered by
market participants in the transactions of relevant assets or liabilities, and preferentially uses relevant
observable input values. Unobservable input value is used when relevant observable input value is
unavailable or impracticable.

7. Equity instrument

An equity instrument refers to a contract that can prove that it owns the surplus equity in the assets of
the Company after deducting all liabilities. The issuance (including refinancing), repurchase, sale or
cancellation of equity instruments by the Company are treated as changes in equity. Transaction costs
related to equity transactions are deducted from the equity. The Company does not confirm the changes of
fair value of equity instruments.

Dividends (including "interest" arising from instruments classified as equity instruments) distributed
during the existence of the Company's equity instruments are treated as profit distribution.

(X) Impairment of financial assets
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The financial assets of the Company that need to recognize impairment losses are financial assets
measured at amortized cost, debt instrument investments measured at fair value and whose changes are
included in other comprehensive income, and lease receivables, mainly including bills receivable, accounts
receivable, other receivables, debt investment, other debt investment, long-term receivables, etc. In
addition, for contract assets and some financial guarantee contracts, provision for impairment and
recognition of credit impairment losses are also made in accordance with the accounting policies described
in this Part.

1. Recognition method of provision for impairment

On the basis of expected credit loss, the Company makes provision for impairment and recognizes
credit impairment loss for the above items according to its applicable measurement method of expected
credit loss (general method or simplified method).

Credit loss refers to the difference between all contract cash flows discounted by the company at the
original effective interest rate and receivables according to the contracts and all cash flows expected to be
received, that is, the present value of all cash shortages. Among them, for the purchased or originated
financial assets with credit impairment, the Company discounts them according to the credit-adjusted
actual interest rate of the financial assets.

The general method of measuring expected credit loss refers to, on each balance sheet date, the
Company assesses whether the credit risk of financial assets (including contract assets and other applicable
items, the same below) has increased significantly since the initial recognition. If the credit risk has
increased significantly since the initial recognition, the Company measures the loss reserve according to the
amount equivalent to the expected credit loss during the whole duration; if there is no significant increase
in credit risk since initial recognition, the Company measures the loss provision at an amount equivalent to
the expected credit loss in the next 12 months. When assessing the expected credit loss, the Company
considers all reasonable and well-founded information, including forward-looking information.

For financial instruments with low credit risk on the balance sheet date, the Company assumes that
their credit risk has not increased significantly since initial recognition, and measures the loss provision
according to the expected credit loss in the next 12 months.

2. Criteria for judging whether credit risk has increased significantly since initial recognition

If the default probability of a financial asset in the expected duration determined on the balance sheet
date is significantly higher than the default probability in the expected duration determined at the time of
initial recognition, it indicates that the credit risk of the financial asset has increased significantly. Except
for special circumstances, the Company adopts the change of default risk in the next 12 months as a
reasonable estimate of the change of default risk in the whole period of existence to determine whether the

credit risk has increased significantly since the initial recognition.
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Usually, when it is overdue for more than 12 months, the Company considers that the credit risk of the
financial instrument has increased significantly, unless there is conclusive evidence that the credit risk of
the financial instrument has not increased significantly since initial recognition.

The Company will take into account of the following factors when assessing whether there is a
significant increase in credit risk:

(1) Whether there has been a significant change in actual or expected operating results of the debtor;

(2) Whether there has been a significant adverse change in the regulatory, economic or technological

environment in which the debtor is located;

(3) Whether there have been significant changes in the value of collateral as collateral for debt or the
quality of collateral or credit enhancement provided by third parties, which are expected to reduce the
debtor's economic motivation to repay the loan within the time limit stipulated in the contract or affect the
probability of default;

(4) Whether there have been significant changes in the debtor's expected performance and repayment
behavior;

(5) Whether there has been changes in the Company's credit management methods for financial

instruments, etc.

On the balance sheet date, if the Company determines that a financial instrument has only a low credit
risk, the Company assumes that the credit risk of the financial instrument has not increased significantly
since initial recognition. If the risk of default on financial instruments is low, the borrower has a strong
ability to fulfill its contractual cash flow obligations in a short period of time, and even if the economic
situation and operating environment are adversely changed over a long period of time, but it may not
necessarily reduce the borrower’s ability to fulfill its contractual cash flow obligations, the financial

instrument is considered to have a lower credit risk.

3. Criteria for determining financial assets that have experienced credit impairment

When one or more events that adversely affect the expected future cash flow of a financial asset occur,
the financial asset becomes a financial asset with credit impairment. Evidence of credit impairment of
financial assets includes the following observable information:

(1) The issuer or debtor has significant financial difficulties;

(2) The debtor has violated the contract terms and conditions, such as default or delinquency in
payment of interest or principal,

(3) the lender of the borrower, for economic or contractual reasons relating to the borrower’s financial
difficulty, having granted to the borrower a concession that the lender would not otherwise consider;

(4) It is probable that the debtor will go bankrupt or otherwise enters financial restructuring;

(5) The disappearance of an active market for that financial asset because of financial difficulties.

(6) Purchase or originate a financial asset at a deep discount that reflects the fact that a credit loss has

occurred.

The credit impairment of a financial asset may be caused by the combined effect of multiple events
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rather than any single discrete event.

4. Combination method for evaluating expected credit risk based on combination

The company evaluates the credit risk of financial assets that are significantly different in credit risk,
such as: receivables from related parties; receivables that have disputes or involves litigation or arbitration
with the other party; receivables that have obvious signs that the debtor is likely to fail to fulfill its
repayment obligations.

Except for financial assets for which credit risk is assessed individually, the Company divides
financial assets into different groups based on common risk characteristics and assesses credit risk on a
combination basis. The shared credit risk characteristics adopted by the Company include: financial
instrument type, credit risk rating, aging combination, overdue aging combination, contract settlement
cycle, debtor's industry, etc., and credit risk is assessed on the basis of combination.

5. Accounting treatment of impairment of financial assets

At the end of the period, the Company calculates the estimated credit loss of various financial assets.
If the estimated credit loss is greater than the book amount of its current impairment reserve, the difference
is recognized as impairment loss; if it is less than the book amount of the current provision for impairment,
the difference is recognized as impairment gain.

6. Method for determining credit loss of various financial assets

(1) Notes receivable

The Company measures the loss provision for bills receivable according to the amount equivalent to
the expected credit loss during the whole period of existence. Based on the credit risk characteristics of

bills receivable, they are divided into different combinations:

Item Combination determination basis

If the acceptor is a bank with relatively low credit risk, no provision for bad
debts shall be made.

If the acceptor is a non-financial institution, it is classified in the same way as
combination 1 "accounts receivable".

Bank acceptance bill

Trade acceptance

(2) Accounts receivable

For accounts receivable that do not contain significant financing components, the Company measures
the loss reserve according to the expected credit loss amount equivalent to that during the whole period of
existence.

For accounts receivable with significant financing components, the Company chooses to always
measure the loss provision at an amount equivalent to the expected credit loss during the period of
existence.

In addition to other receivable whose credit risk is assessed individually, they are divided into different

combinations based on their credit risk characteristics:

Item Combination determination basis
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This combination takes the aging of accounts receivable as the credit risk
characteristic.

No provision for bad debts is made for receivables from various governments
Other combination (including government agencies and subordinate units) arising from entrusted
construction and other transactions.

Aging combination

Aging combination:

Aging Withdrawal proportion of accounts receivable (%)
Within 1 year 0
1-2 years 5-10
2-3 years 10
3-4 years 20
4-5 years 30
More than 5 years 50

(3) Other receivables

The Company measures the impairment loss at an amount equivalent to the expected credit loss in the
next 12 months or the whole period of existence, based on whether its credit risk of other receivables has
increased significantly since initial recognition. In addition to other receivable whose credit risk is assessed

individually, they are divided into different combinations based on their credit risk characteristics:

Item Combination determination basis

This combination takes the aging of accounts receivable as the credit risk
characteristic.

This combination includes various receivables such as deposits, advances,
warranty deposit, reserve funds, receivables from government units (including
Other combination government agencies, subordinate units, state-owned enterprises), and related
party transactions that are frequently arising in daily activities, for which no
provision for bad debts is made.

Aging combination

Aging combination:

Aging Withdrawal ratio of other receivables (%)
Within 1 year 0
1-2 years 5-10
2-3 years 10
3-4 years 20
4-5 years 30
More than 5 years 50

(4) Creditor’s rights investment

Creditor's rights investments mainly account for bond investment measured by amortized cost. The
Company measures the impairment loss at an amount equivalent to the expected credit loss in the next 12
months or the whole period of existence, based on whether its credit risk has increased significantly since
initial recognition.

(5) Other creditor’s rights investment

Creditor's rights investments are mainly calculated at fair value and their changes are included in other
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comprehensive income bond investments. The Company measures the impairment loss at an amount
equivalent to the expected credit loss in the next 12 months or the whole period of existence, based on
whether its credit risk has increased significantly since initial recognition.

(6) Long-term receivables

According to whether its credit risk has increased significantly since initial recognition, the Company
measures the impairment loss of long-term receivables by using the amount equivalent to the expected
credit loss within the next 12 months or the whole duration of the single assessment of credit risk. In
addition to long-term receivables whose credit risk is assessed individually, they are divided into different

combinations based on their credit risk characteristics:

Item Combination determination basis

This combination takes the aging of accounts receivable as the credit risk
characteristic.

This combination includes various receivables such as deposits, advances,
warranty deposit, reserve funds, receivables from government units

Other combination (including government agencies, subordinate units, state-owned enterprises),
and related party transactions that are frequently arising in daily activities,
for which no provision for bad debts is made.

Aging combination

(XI) Accounts receivable financing

Notes receivable and accounts receivable classified as measured at fair value and whose changes are
included in other comprehensive income are presented as receivables financing for those with a term of one
year (including one year) from acquisition; if the term from acquisition is more than one year, it is
presented as other debt investments. For its relevant accounting policies, please refer to Note IV (IX)
“Financial Instruments" and Note [V(X) "Impairment of Financial Assets".

(XII) Inventory

1. Classification of inventory

Inventories mainly include raw materials, inventory goods, low-value consumables, contract
performance costs, productive biological assets, etc.

2. Pricing method for inventory acquisition and delivery

Inventory is priced at actual cost when acquired, and inventory cost includes procurement cost,
processing cost and other costs. When receiving and issuing, the development products or development
costs are priced according to the individual identification method, and the raw materials and inventory
goods are priced according to the first-in, first-out method.

3. The recognition of the net realizable value of inventories and the accrual method of inventory
falling price reserve

Net realizable value refers to the amount of the estimated sales price of inventory minus the estimated
cost to be incurred at the time of completion, the estimated sales expenses and related taxes and fees in
daily activities. In determining the net realizable value of inventories, it is based on the conclusive evidence

obtained, and taking into account the purpose of holding inventories and the impact of events after the
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balance sheet date.

On the balance sheet date, inventories are measured at the cost or net realizable value, whichever is
lower. When the net realizable value is lower than the cost, the inventory depreciation provision is drawn.
Inventory depreciation provision is usually based on the difference between the cost of a single inventory
item and its net realizable value. For inventories with large quantity and low unit price, provision for
inventory depreciation shall be made according to inventory category; for inventories that are related to
product series produced and sold in the same area, have the same or similar end use or purpose, and are
difficult to be measured separately from other items, the provision for inventory depreciation can be
consolidated.

After the provision for inventory depreciation has been made, if the factors affecting the previous
write-down of inventory value have disappeared, resulting in the net realizable value of inventory being
higher than its book value, it shall be reversed within the original provision for inventory depreciation, and
the reversed amount shall be included in the current profits and losses.

4. The inventory system for inventories is a perpetual inventory system, and conducts regular physical
inventory.

5. Amortization method for low-value consumables and packaging materials

Low-value consumables are amortized using the one-time write-off method when they are issued;
packaging materials are also amortized using the one-time write-off method when they are issued.

(XTIII) Contract assets

The Company presents the right to receive payment from customers who have not yet paid the
contract consideration, but have fulfilled their performance obligations in accordance with the contract and
are not unconditional (i.e. only dependent on the passage of time), as contract assets in the balance sheet.
Contract assets and contract liabilities under the same contract are presented on a net basis, and contract
assets and contract liabilities under different contracts are not offset.

For details of the determination method and accounting treatment method of the expected provision
for credit loss on contract assets, please refer to Notes IV (X) Impairment of financial assets.

(XIV) Held-for-sale assets disposal groups

A non-current asset or disposal group is classified as held for sale if the Company recovers its book
value primarily through sale (including exchange of non-monetary assets with commercial substance, the
same below) rather than continuous use. The specific criteria are to meet the following conditions at the
same time: a non-current asset or disposal group can be sold immediately under the current situation
according to the practice of selling such assets or disposal groups in similar transactions; the Company has
made a resolution on the sale plan and obtained a definite purchase commitment; the sale is expected to be

completed within a year. Among them, the disposal group refers to a group of assets disposed of by sale or
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other means as a whole in a transaction, and liabilities directly related to these assets transferred in the
transaction. If the asset group or combination of asset groups to which the disposal group belongs allocates
the goodwill obtained in the business combination in accordance with the Accounting Standards for
Business Enterprises No.8-Impairment of Assets, the disposal group shall include the goodwill allocated to
the disposal group.

When a company initially measures or re-measures non-current assets and disposal groups held for
sale on the balance sheet date, If the book value is higher than the net amount of fair value minus the
selling expenses, the book value shall be written down to the net amount of fair value minus the selling
expenses, and the written down amount shall be recognized as asset impairment loss, which shall be
included in the current profits and losses, and the impairment reserve for assets held for sale shall be made
at the same time. For the disposal group, the recognized asset impairment loss is first offset against the
book value of goodwill in the disposal group, and then proportionally offset against the book value of
various non-current assets in the disposal group subject to the measurement requirements of Accounting
Standards for Business Enterprises No.42-Non-current Assets Held for Sale, Disposal Group and
Termination of Operation (hereinafter referred to as "Held for Sale Standards"). If the net amount of the fair
value of the disposal group held for sale minus the sales expenses increases on the subsequent balance
sheet date, the amount previously written down shall be recovered, and reversed within the amount of asset
impairment loss recognized by non-current assets subject to the measurement requirements of the held for
sale standard after being classified as held for sale, the reversed amount is included in the current profits
and losses, and its book value is increased proportionally according to the proportion of the book value of
various non-current assets in the disposal group except goodwill, which are measured by the applicable
standards for holding for sale; the book value of goodwill offset and the impairment loss of non-current
assets subject to the measurement requirements of the held-for-sale standard shall not be reversed before
being classified as held-for-sale.

Non-current assets held for sale or non-current assets in the disposal group are not subject to
depreciation or amortization, and interest and other expenses of liabilities held for sale in the disposal
group shall continue to be recognized.

When the non-current assets or disposal group no longer meet the classification conditions for the
classification of held for sale, the Company shall not continue to classify it as held for sale or remove non-
current assets from the disposal group held for sale, which shall be measured according to the following
(whichever is lower): (1) The amount adjusted for depreciation, amortization, or impairment that should
have been recognized under the assumption that it is not classified as held for sale for the book value before
being classified as held for sale; (2) Recoverable amount.

(XV) Long - term equity investment
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The long-term equity investment refers to the long-term equity investment that the Company has
control, joint control or significant influence on the invested entity. Long-term equity investments in which
the Company does not have control, joint control or significant influence on the invested unit shall be
accounted for as available-for-sale financial assets or financial assets measured at fair value and their
changes are included in the profits and losses of the current period. For details of its accounting policies,
see Note IV (IX) "Financial Instruments".

Joint control refers to the common control of an arrangement by the Company in accordance with
relevant agreements, and the relevant activities of the arrangement can only be made with the unanimous
consent of the participants who share the control. Significant influence refers to the Company has the right
to participate in decision-making on the financial and business policies of the invested entity, but it cannot
control or jointly control the formulation of these policies with other parties.

1. Determination of investment cost

For a long-term equity investment acquired through business combination involving enterprises under
common control, shares of book value of owners’ equity of combined party in financial statements of
ultimate controlling party are recognized as initial investment cost of long-term equity investment on the
combination date. In case of the difference between the initial investment cost of long-term equity
investment and the cash paid, transferred non-cash assets, the book value of the debt borne, capital reserve
shall be adjusted. If the capital reserve is not sufficient, the retained earnings shall be adjusted. If the equity
securities are issued as the merger consideration, the initial investment cost of the long-term equity
investment shall be taken as the initial investment cost of the long-term equity investment in accordance
with the share of the book value of the shareholders' rights and interests of the merged party in the
consolidated financial statements of the ultimate controlling party on the merger date, and the capital
reserve shall be adjusted according to the difference between the initial investment cost of the long-term
equity investment and the total par value of the issued shares; if the capital reserve is insufficient to offset,
the retained earnings shall be adjusted. If the equity of the merged party under the same control is acquired
step by step through multiple transactions, and finally the business merger under the same control is formed,
it should be treated respectively whether it belongs to a "package transaction” or not; if it belongs to a
"package transaction", each transaction should be treated as a transaction for obtaining control rights. If it
does not belong to a “package transaction”, the share of the book value of the owners' rights and interests
of the merged party [shareholders' equity / owner's equity] in the consolidated financial statements of the
ultimate controlling party on the merger date shall be taken as the initial investment cost of the long-term
equity investment, the difference between the initial investment cost of the long-term equity investment and
the sum of the book value of the long-term equity investment before the merger plus the book value of the

newly paid consideration of the shares on the merger date shall be adjusted; if the capital reserve is
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insufficient to be offset, the retained earnings shall be adjusted. Other comprehensive income from equity
investment held before the merger date due to accounting by equity method or recognized as available-for-
sale financial assets shall not be accounted for temporarily.

For a long-term equity investment acquired through business combination not under common control,
the investment cost of the long-term equity investment is the cost of acquisition. The combination cost is
the sum of the assets paid by the acquirer, the liabilities incurred or borne, and the fair value of the equity
securities issued. If the equity of the purchased party under the same control is acquired step by step
through multiple transactions, and finally the business merger under the same control is formed, it should
be treated respectively whether it belongs to a "package transaction” or not; if it belongs to a "package
transaction", each transaction should be treated as a transaction for obtaining control rights. If it does not
belong to a "package transaction", the sum of the book value of the equity investment originally held by the
purchased party plus the newly added investment cost shall be taken as the initial investment cost of the
long-term equity investment calculated by the cost method instead. If the equity originally held is
accounted for by the equity method, the relevant other comprehensive income will not be accounted for
temporarily. Where equity investment originally held is an available-for-sale financial assets, the difference
between its fair value and book value and the accumulated changes in fair value originally included in other
comprehensive income are transferred to the current profits or losses.

The auditing, legal services, evaluation and consultation and other related management fees incurred
by the merging party or the buyer for the merger of enterprises shall be included in the profits and losses of
the current period when incurred.

Other equity investments except long-term equity investments formed by business combination shall
be initially measured at cost. The cost, depending on the way of obtaining long-term equity investment,
shall be determined in accordance with the cash purchase price actually paid by the Company, the fair value
of the equity securities issued by the Company, the value agreed in the investment contract or agreement,
the fair value or the original book value of the assets exchanged in the non-monetary asset exchange
transaction, and the fair value of the long-term equity investment itself. Fees, taxes and other necessary
expenses directly related to the acquisition of long-term equity investment are also included in the
investment cost. For that where additional investment can have a significant impact on the invested unit or
implement joint control but does not constitute control, the cost of long-term equity investment shall be the
sum of the fair value of the original equity investment plus the new investment cost determined in
accordance with the Accounting Standards for Business Enterprises No. 22-Recognition and Measurement
of Financial Instruments.

2. Subsequent measurement and recognition method of profits and losses

Long-term equity investment that exerts joint control (except that it constitutes a co-operator) or
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significant influences on the investee shall be accounted for at equity method. In addition, the company's
financial statements shall use the cost method to account for the long-term equity investment that can
control the invested entity.

(1) Long-term equity investment calculated by the cost method

When the cost method is adopted, the long-term equity investment is priced according to the initial
investment cost, and the cost of long-term equity investment shall be adjusted by adding or recovering
investment. Except for the cash dividends or profits that have been declared but not yet paid in the actual
payment or consideration when obtaining the investment, the current investment income shall be
recognized according to the cash dividends or profits declared and paid by the invested entity.

(2) Long-term equity investment calculated by the equity method

When the equity method is used for accounting, if the initial investment cost of long-term equity
investment is greater than the fair value share of identifiable net assets of the invested entity at the time of
investment, the initial investment cost of long-term equity investment will not be adjusted; if the initial
investment cost is less than the fair value share of the identifiable net assets of the invested entity at the
time of investment, the difference shall be included in the current profits and losses, and the cost of long-
term equity investment shall be adjusted at the same time.

When using the equity method for accounting, the investment income and other comprehensive
income shall be recognized respectively according to the share of the net profit and loss and other
comprehensive income realized by the invested entity that should be enjoyed or shared, and the book value
of long-term equity investment shall be adjusted at the same time; the book value of long-term equity
investment shall be reduced accordingly according to the portion that should be calculated according to the
profits or cash dividends declared and distributed by the invested entity; the book value of long-term equity
investment shall be adjusted and included in the capital reserve for other changes in owner's equity of the
invested entity except net profit and loss, other comprehensive income and profit distribution. When
confirming the share of the net profit and loss of the invested entity, the net profit of the invested entity
shall be adjusted and confirmed based on the fair value of various identifiable assets of the invested entity
at the time of obtaining the investment. If the accounting policies and accounting periods adopted by the
invested entity are inconsistent with those of the Company, the financial statements of the invested entity
shall be adjusted in accordance with the accounting policies and accounting periods of the Company, and
the investment income and other comprehensive income shall be recognized accordingly. For transactions
between the Company and associated enterprises or joint ventures, if the assets invested or sold do not
constitute business, the unrealized internal transaction gains and losses attributable to the Company shall be
offset according to the proportion enjoyed, and the investment gains and losses shall be recognized on this

basis. However, the unrealized internal transaction losses resulting between the Company and the invested
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entity is not being offset it they belong to the impairment losses of the transferred assets. If the assets
invested by the Company in a joint venture and associated enterprise constitute a business, and the investor
obtains long-term equity investment but does not obtain control rights, the fair value of the invested
business shall be taken as the initial investment cost of the newly added long-term equity investment, and
the difference between the initial investment cost and the book value of the invested business shall be fully
included in the current profits and losses. If the assets sold by the Company to a joint venture or associated
enterprise constitute a business, the difference between the consideration obtained and the book value of
the business shall be fully included in the current profits and losses. If the assets purchased by the
Company from associated enterprise and joint venture constitute s business, accounting treatment shall be
carried out in accordance with the provisions of Accounting Standards for Business Enterprises No.20-
Business Merger, and the gains or losses related to transactions shall be fully recognized.

When confirming the net loss incurred by the invested entity that should be shared, the book value of
the long-term equity investment and other long-term rights and interests that substantially constitute the net
investment of the invested entity shall be written down to zero. In addition, if the Company has the
obligation to bear additional losses to the invested entity, the estimated liabilities shall be recognized
according to the expected obligations and included in the current investment losses. If the invested entity
realizes net profit in the following period, the Company shall resume the recognition of the income sharing
amount after the income sharing amount makes up for the unrecognized loss sharing amount. For the long-
term equity investment in joint operations and joint ventures held by the Company before the first
implementation of the new accounting standards, if there is a debit difference of equity investment related
to the investment, the amount amortized straight-line according to the original remaining period shall be
included in the current profits and losses.

(3) Acquisition of minority shares

When preparing consolidated financial statements, the capital reserve shall be adjusted for the
difference between the newly added long-term equity investment due to the purchase of minority equity
and the share of net assets that should be continuously calculated from the purchase date (or merger date)
of subsidiaries according to the newly added shareholding ratio. If the capital reserve is insufficient to
offset, the retained earnings shall be adjusted.

(4) Disposal of long-term equity investment

In the consolidated financial statements, the parent company partially disposes of the long-term equity
investment in the subsidiary without losing control rights, and the difference between the disposal price and
the net assets of subsidiaries corresponding to the disposal of the long-term equity investment is included in
shareholders' equity; if the parent company partially disposes of the long-term equity investment in the

subsidiary, resulting in the loss of control over the subsidiary, it shall be handled according to the relevant
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accounting policies mentioned in Notes IV (V) 2 “Methods for preparing consolidated financial statements".

For the disposal of long-term equity investment under other circumstances, the difference between the
book value of the disposed equity and the actual acquisition price shall be included in the current profits
and losses.

For long-term equity investment calculated by the equity method, if the remaining equity after
disposal is still accounted for by the equity method, the portion of other comprehensive income originally
included in the shareholders' equity shall be treated in the same proportion on the same basis as the relevant
assets or liabilities directly disposed of by the invested unit when disposing. The owner's equity recognized
due to changes in owner's equity other than net profit and loss, other comprehensive income and profit
distribution of the investee shall be carried forward to the current profit and loss in proportion.

Long-term equity investment calculated by cost method, if the remaining equity after disposal is still
accounted for by cost method, other comprehensive income recognized by the equity method or financial
instrument recognition and measurement standards before obtaining control over the invested entity shall
be accounted for on the same basis as the direct disposal of related assets or liabilities by the invested entity,
and shall be carried forward to the current profits and losses in proportion; changes in owner's equity other
than net profit and loss, other comprehensive income and profit distribution in the net assets of the invested
entity recognized by the equity method shall be carried forward to the current profit and loss in proportion.

If the investor loses control over the invested entity due to the disposal of part of equity investments
and other reasons, if the remaining equity after disposal can exercise joint control or exert significant
influence on the invested entity during the preparation of individual financial statements, it shall be
accounted for according to the equity method instead, and the remaining equity shall be adjusted as if it had
been acquired by the equity method; if the remaining equity after disposal cannot exercise joint control or
exert significant influence on the invested entity, it shall be accounted for according to the relevant
provisions of the Recognition and Measurement Standards of Financial Instruments, and the difference
between its fair value and book value on the date of loss of control shall be included in the current profits
and losses. Before the Company obtains control over the invested entity, other comprehensive income
recognized due to accounting by equity method or accounting by financial instrument recognition and
measurement standards, in case of loss of control over the invested entity, shall be accounted for on the
same basis as the direct disposal of related assets or liabilities by the invested entity, changes in owner's
equity other than net profit and loss, other comprehensive income and profit distribution in the net assets of
the invested entity recognized by the equity method are carried forward to the current profit and loss when
the control over the invested entity is lost. Among them, if the remaining equity after disposal is accounted
for by the equity method, other comprehensive income and other owner's equity shall be carried forward in

proportion; if the remaining equity after disposal is changed to accounting treatment according to the
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recognition and measurement standards of financial instruments, all other comprehensive income and other
owner's equity shall be carried forward.

If the Company loses joint control or significant influence on the invested entity due to the disposal of
part of the equity investment, the remaining equity after disposal shall be accounted for according to the
recognition and measurement standards of financial instruments, and the difference between its fair value
and book value on the date of loss of joint control or significant influence shall be included in the current
profits and losses. Other comprehensive income confirmed by the original equity investment due to the
equity method, when the equity method is terminated, shall be accounted for on the same basis as the direct
disposal of related assets or liabilities by the invested entity, and owner's equity recognized due to changes
in owner's equity other than net profit and loss, other comprehensive income and profit distribution of the
investee shall be transferred to the current investment income when the equity method is terminated.

Where the Company disposes of the equity investment in subsidiaries step by step through multiple
transactions until it loses its control right, if the above transaction is a package transaction, all transactions
shall be accounted for as a transaction that disposes of equity investment of subsidiaries and loses control
rights, the difference between the disposal price before the loss of control right and the book value of the
long-term equity investment corresponding to the disposed equity shall be first recognized as other
comprehensive income, and then transferred to the current profits and losses of the loss of control right
when the loss of control right occurs.

(XVI) Investment real estate

Investment property refers to the property held for earning rent or capital appreciation, or both. It
includes leased land use rights, land use rights held and ready to be transferred after appreciation, leased
buildings, etc. In addition, vacant buildings held by the Company for operating lease are also presented as
investment properties if the Board of Directors (or similar institutions) makes a written resolution explicitly
stating that they are used for operating lease and the holding intention will not change in the short term.

Investment properties are initially measured at cost. Subsequent expenses related to investment
properties are included in the cost of investment properties if the economic benefits related to the asset are
likely to flow in and its cost can be measured reliably. Other subsequent expenses shall be included in the
current profits and losses when incurred.

The Company uses the fair value model for the subsequent measurement of investment real estate.

1. Basis for selecting fair value model for subsequent measurement

For investment real estate with conclusive evidence that fair value can be obtained continuously and
reliably, the Company adopts fair value model for subsequent measurement.

Only when the following conditions are met simultaneously can the Company adopt the fair value

model to measure investment real estate:
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There is an active real estate trading market where the investment real estate is located;

The Company is able to obtain the market prices and other relevant information of the identical or
similar property from the trading market of property, so as to be able to estimate the fair value of the
investment real estate.

2. Determination of fair value of investment real estate

Under the condition that the current market price of same or similar properties can be obtained, the
Company determines the fair value of investment real estate with reference to the current market price
(public quotation in the market) of same or similar real estate in the active market.

In case the current market price of same or similar real estate cannot be obtained, the Company refers
to the latest transaction price of same or similar real estate in the active market, and considers factors such
as transaction situation, transaction date and location, or reasonably estimates the fair value of investment
real estate according to the expected future rental income and the present value of relevant cash flows.

Same or similar buildings refer to buildings with the same geographical location and geographical
environment, the same nature, the same or similar structural types, the same or similar old and new degrees,
and the same or similar usable conditions; same or similar land use rights refer to the land with the same
location and area, the same or similar geographical environment and the same or similar usable conditions.

3. For the investment real estate measured by the fair value model, the Company does not accrue
depreciation or amortization, but adjusts its book value based on the fair value of the investment real estate
on the balance sheet date. The difference between the fair value and the original book value is included in
the current profits and losses.

When the use of an investment property is changed to self-use, the investment property shall be
converted into fixed assets or intangible assets from the date of change. When the use of self-used property
is changed to earn rent or capital appreciation, fixed assets or intangible assets shall be converted into
investment property from the date of change. In case of conversion, if it is converted into investment
property measured by cost model, the book value before conversion shall be taken as the recorded value
after conversion; if it is converted into investment property measured by fair value model, the fair value on
the conversion date shall be taken as the recorded value after conversion.

An investment property shall be derecognized upon disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from its disposals. The
amount of the disposal income from the sale, transfer, discarding or destruction of investment property after
deducting its book value and related taxes and fees shall be recorded in the profits and losses of the current
period.

(XVII) Fixed assets

1. Recognition condition of fixed assets
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Fixed assets refer to tangible assets held for the production of goods, provision of labor services,
leasing or management, with a service life exceeding one accounting year. Fixed assets are recognized only
when the economic benefits associated with them are likely to flow into the Company and their costs can
be measured reliably. Fixed assets are initially measured at cost and taking into account the influence of
estimated disposal cost.

2. Depreciation of fixed assets

Depreciation of fixed assets shall be withdrawn within their service life by using the life average
method from the next month after they reach the scheduled serviceable condition. The service life,

estimated net salvage value and annual depreciation rate of various fixed assets are as follows:

Annual  depreciation  rate
Classification of fixed assets Depreciation period (years)Net residual value rate (%) v
Houses and buildings 10-40 5.00 2.375-9.50
Machinery equipment 8-10 5.00 9.50-11.875
Transportation equipment 4-10 5.00 9.50-23.75
Office and electronic equipment 3-10 3.00-5.00 9.5-32.33
Other equipment 3-10 3.00-5.00 9.5-32.33

Expected net salvage value refers to the expected amount that the Company may obtain from the
current disposal of a fixed asset after deducting the expected disposal expenses at the expiration of its
expected service life.

3. Methods of impairment test and provision for impairment of fixed assets

For the impairment test method and impairment provision method of fixed assets, please refer to Note
IV(XII) "Impairment of long-term assets”.

4. Other description

Subsequent expenses related to fixed assets, if the economic benefits related to the fixed assets are
likely to flow in and the cost can be measured reliably, shall be included in the cost of fixed assets, and the
book value of the replaced part shall be derecognized. Other subsequent expenses shall be included in the
current profits and losses when incurred.

When a fixed asset is in a state of disposal or is not expected to generate economic benefits through
use or disposal, the fixed asset shall be derecognized. The difference between the disposal income from the
sale, transfer, scrapping or damage of the fixed asset after deducting its book value and relevant taxes and
fees shall be included in the current profits and losses.

The Company shall, at least at the end of the year, review the service life, estimated net salvage value
and depreciation method of fixed assets, and if there is any change, it will be treated as a change in

accounting estimates.
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(XVIII) Construction in progress

The cost of construction in-progress is determined according to the actual project expenses, including
various project expenses incurred during the construction period, capitalized borrowing costs before the
project reaches the scheduled serviceable condition and other related expenses, etc. Construction in-
progress shall be carried forward to fixed assets after reaching the scheduled serviceable condition.

For the impairment test method and impairment provision method of construction in-progress, please
refer to Notes IV (XXII) "Impairment of long-term assets”.

(XIX) Borrowing costs

Borrowing costs include interest on borrowing, amortization of discounts or premiums, ancillary
expenses and exchange differences arising from foreign currency borrowing. Borrowing costs that can be
directly attributed to the acquirement or production of assets eligible for capitalization shall be capitalized
when the asset expense has occurred, the borrowing costs have occurred, and the acquirement or
production activities necessary to make the assets reach the intended usable or marketable state have started;
when the assets acquired or produced that meet the capitalization conditions reach the predetermined
usable state or marketable state, capitalization shall be stopped. The remaining borrowing costs shall be
recognized as expenses in the current period.

The amount of the interest expenses actually incurred in the current period of special loans deducting
the interest income earned by the unused loan funds deposited in the bank or the investment income from
temporary investments shall be capitalized; the capitalization amount of general loan shall be determined
based on the weighted average of cumulative asset expense exceeding the portion of specialized
borrowings multiplied by the capitalization rate of general borrowings occupied. The capitalization rate
shall be calculated and determined according to the weighted average interest rate of general loans.

During the capitalization period, all the exchange differences of foreign currency special loans shall be
capitalized; exchange differences of foreign currency general loans shall be included in current profits and
losses.

Assets eligible for capitalization refer to the fixed assets, investment property, inventories and other
assets, of which the acquisition and construction or production may take quite a long time to get ready for
its intended use or for sale.

Where the assets that meet the capitalization conditions are abnormally interrupted in the process of
acquisition and construction or production, and the interruption lasts for more than 3 consecutive months,
the capitalization of borrowing costs shall be suspended until the acquisition and construction or production
activities of assets are resumed.

(XX) Intangible assets

1. Intangible assets
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Intangible assets refer to the identifiable non-monetary assets possessed or controlled by the Company
which have no physical form.

Intangible assets are initially measured at cost. Expenses related to intangible assets are included in
the cost of intangible assets if the related economic benefits are likely to flow into the Company and the
cost can be measured reliably. Expenses of other items are included in current profits and losses when they
occur.

The acquired land use right is usually accounted for as intangible assets. For self-developed and
constructed buildings such as factories, the relevant land use right expense and building construction cost
are accounted for as intangible assets and fixed assets respectively. If it is a purchased house and building,
the relevant price will be distributed between the land use right and the building. If it is difficult to
distribute reasonably, all of them will be treated as fixed assets.

For intangible assets with limited service life, the original value minus the estimated net salvage value
and the accumulated amount of impairment reserve shall be amortized by stages and averagely by the
straight-line method during their estimated service life from the time they are available for use. Intangible
assets with uncertain service life shall not be amortized.

At the end of the period, the service life and amortization method of intangible assets with limited
service life shall be reviewed, and if there is any change, it shall be treated as a change in accounting
estimation. In addition, the service life of intangible assets with uncertain service life shall be reviewed. If
there is evidence that the period when the intangible assets bring economic benefits to the enterprise is
predictable, the service life shall be estimated and amortized according to the amortization policy of
intangible assets with limited service life.

2. Expenditures for research and development

Expenses of internal R&D projects of the Company is divided into research stage expense and
development stage expense.

Expenditures in the research phase are included in the profits and losses of the current period when
incurred.

Expenses in the development phase that meet the following conditions at the same time are recognized
as intangible assets. Expenses in the development phase that fail to meet the following conditions are
included in the current profits and losses:

(1) It is feasible technically to complete intangible assets for use or sale;

(2) Having the intention of completing the intangible assets and using or selling them;

(3) The usefulness of methods for intangible assets to generate economic benefits shall be proved,
including being able to prove that there is a potential market for the products manufactured by applying the

intangible assets or there is a potential market for the intangible assets itself or the intangible assets will be
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used internally;

(4) Having sufficient technical, financial and other resources to complete the development of the
intangible asset and having the ability to use or sell the intangible asset;

(5) Expenditures attributable to the development phase of the intangible asset can be measured reliably.

If it is impossible to distinguish the expense in the research stage from the expense in the development
stage, all the R&D expenses incurred shall be included in the current profits and losses.

3. Methods of impairment test and provision for impairment of intangible assets

For details of the impairment test method and impairment provision method for intangible assets, see
Note IV (XXII) “Impairment of long-term assets".

(XXI) Long - term deferred and prepaid expenses

Long-term deferred expenses are expenses incurred for a period of more than one year that should be
borne by the reporting period and subsequent periods. Long-term deferred expenses shall be amortized on a
straight-line basis during the expected benefit period.

(XXII) Impairment of long-term assets

For non-current non-financial assets such as fixed assets, construction in progress, intangible assets
with limited service life, investment properties measured by cost model and long-term equity investment in
subsidiaries, joint ventures and associated enterprises, the Company shall judge whether there are signs of
impairment on the balance sheet date. If there are signs of impairment, the recoverable amount shall be
estimated and impairment test shall be conducted. Goodwill, intangible assets with uncertain service life
and intangible assets that have not yet reached serviceable condition shall be tested for impairment every
year regardless of whether there are signs of impairment.

If the impairment test result shows that the recoverable amount of an asset is lower than its book value,
the impairment provision shall be withdrawn according to the difference and included in the impairment
loss. The recoverable amount is the net value by fair value of the asset minus disposal expenses or the
present value of the estimated future cash flow of the asset, whichever is higher. The fair value of assets is
determined according to the sales agreement price in fair trade; if there is no sales agreement but there is an
active market for assets, the fair value shall be determined according to the buyer's bid of the assets; if there
is no sales agreement or an active market for assets, the fair value of assets is estimated on the basis of the
best available information. Disposal expenses include legal fees related to asset disposal, relevant taxes and
fees, handling fees and direct expenses incurred to make assets marketable. The present value of the
estimated future cash flow of an asset shall be determined according to the estimated future cash flow
generated during the continuous use and final disposal of the asset, and the discounted amount shall be
determined by selecting an appropriate discount rate. The provision for impairment of assets is calculated

and confirmed on the basis of individual assets. If it is difficult to estimate the recoverable amount of
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individual assets, the recoverable amount of asset group shall be determined by the asset group to which
the assets belong. An asset group is the smallest combination that can independently generate cash inflows.

For goodwill presented separately in financial statements, when impairment test is carried out, the
book value of goodwill is allocated to the asset group or combination of asset groups that are expected to
benefit from the synergy effect of business combination. If the test results show that the recoverable
amount of the asset group or combination of asset groups containing the allocated goodwill is lower than its
book value, the corresponding impairment loss shall be recognized. The amount of impairment loss shall
first be deducted against the book value of the goodwill apportioned to the asset group or combination of
asset groups, and then according to the proportion of the book value of assets other than goodwill in the
asset group or combination of asset groups, the book value of other assets shall be deducted proportionally.

Once the above asset impairment loss is confirmed, the part of which value has been recovered will
not be reversed in the subsequent period.

(XXIII) Contract liabilities

Contractual liabilities refer to the obligation of the Group to transfer goods to customers for
consideration received or receivable from customers. If the customer has paid the contract consideration or
the Company has obtained the unconditional collection right before the Company transfers the goods to the
customer, the Company shall list the amount received or receivables as contract liabilities at the time of the
actual payment by the customer or the amount due, whichever is earlier. Contract assets and contract
liabilities under the same contract are presented on a net basis, and contract assets and contract liabilities
under different contracts are not offset.

(XXIV) Employee compensation

Employee remuneration of the Company mainly includes short-term employee remuneration, after-
service benefits, termination benefits and other long-term employee benefits. Among them:

Short-term remuneration mainly includes wages, bonuses, allowances and subsidies, employee
welfare funds, medical insurance premiums, maternity insurance premiums, work-related injury insurance
premiums, housing accumulation funds, trade union funds and employee education funds, non-monetary
benefits, etc. During the accounting period when employees provide services to the Company, the
Company recognizes the actual short-term employee remuneration as a liability and includes it into the
current profits and losses or related asset costs. Where non-monetary benefits are measured at fair value.

Post-employment benefit mainly includes basic old-age insurance, unemployment insurance and
annuity. The after-service benefit plan includes setting up a withdrawal plan. If a set withdrawal plan is
adopted, the corresponding amount of deposit shall be included into the cost of the relevant assets or the
profits and losses of the current period at the time of occurrence.

If the Company cannot unilaterally withdraw the dismissal benefit provided by the plan for canceling
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the labor relationship or the proposed reduction if the Company lifts the labor relationship with the
employee before the expiration of the employee's labor contract or offers compensation for encouraging the
employees to voluntarily accept the reduction, and when the Company confirms the costs related to the
restructuring involving the dismissal of welfare dismissed, whichever is earlier, the employee remuneration
liability arising from dismissal benefit is determined and included into the current profit and loss. However,
if the dismissal benefits are not expected to be fully paid within 12 months after the end of the annual
reporting period, they shall be treated according to the remuneration of other long-term employees.

The internal retirement plan of employees adopts the same principle as the above dismissal benefits.
The Company will pay the salary of retired staff and the social insurance premiums to be paid during the
period from the stoppage of service to the normal retirement day, which shall be included in the current
profits and losses (dismissal benefit) when meeting the estimated liability confirmation conditions.

For other long-term employee benefits provided by the Company to employees, if they meet the
defined contribution plan, it shall be accounted for in accordance with the defined contribution plan, and
otherwise accounted for in accordance with the defined benefit plan.

(XXV) Estimated liabilities

When the obligations related to contingencies meet the following conditions at the same time, they are
recognized as estimated liabilities: 1. The obligations are current obligations undertaken by the Company; 2.
The performance of this obligation is likely to lead to the outflow of economic benefits; 3. The amount of
the obligation can be measured reliably.

On the balance sheet date, the estimated liabilities are measured according to the best estimate of the
expenses required to fulfill the relevant current obligations, taking into account factors such as risks,
uncertainties and time value of money related to contingencies.

If all or part of the expenses required to settle the estimated liabilities are expected to be compensated
by a third party, the compensation amount shall be recognized as an asset separately when it is basically
determined that it can be received, and the recognized compensation amount shall not exceed the book
value of the estimated liabilities.

1. Loss contract

Loss contract is a contract in which the inevitable cost of fulfilling contractual obligations exceeds the
expected economic benefits. If the contract to be executed becomes a loss contract, and the obligations
arising from the loss contract meet the recognition conditions of the above-mentioned estimated liabilities,
the part of the estimated loss of the contract exceeding the recognized impairment loss (if any) of the
underlying assets of the contract shall be recognized as the estimated liabilities.

2. Reconstructing obligations

For a detailed, formal and announced restructuring plan, the estimated liability amount shall be
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determined according to the direct expenses related to restructuring under the condition that the aforesaid
recognition conditions of estimated liabilities are met.

(XXVI) Share-based payments

1. Accounting treatment of share-based payment

Share-based payment refers to a transaction in which the Company grants equity instruments or
undertakes equity-instrument-based liabilities in return for services from employees. The share-based
payments shall consist of equity-settled share-based payments and cash-settled share-based payments.

(1) Equity-settled share-based payments

Equity-settled share-based payments in exchange for services provided by employees are measured at
the fair value of the equity instruments granted to employees at the grant date. The amount of the fair value
is based on the best estimate of the number of exercisable equity instruments during the waiting period
when the service during the waiting period is completed or the prescribed performance conditions are met,
the relevant costs or expenses are included in the calculation according to the straight-line method/when the
right is exercised immediately after the grant, the relevant costs or expenses are included on the date of the
grant, and the capital reserve is increased accordingly.

On each balance sheet date during the waiting period, the best estimate shall be made according to the
latest follow-up information such as changes in the number of employees with vesting rights, and the
number of equity instruments with expected vesting rights shall be revised. The impact of the above
estimates shall be included in the relevant costs or expenses of the current period, and the capital reserve
shall be adjusted accordingly.

For equity-settled share-based payment in exchange for services of other parties, if the fair value of
other parties' services can be measured reliably, it is measured according to the fair value of other parties'
services on the acquisition date. If the fair value of the service of any other party can not be measured in a
reliable way, but the fair value of the equity instruments can be measured in a reliable way, the fair value of
the equity instruments on date of the service acquisition shall be included in the relevant costs or expenses,
and the owner's equities shall be increased accordingly.

When the fair value granted to equity instruments cannot be reliably measured, it shall be measured
according to the intrinsic value of equity instruments on the service acquisition date, each subsequent
balance sheet date and settlement date, and the changes in intrinsic value shall be included in the current
profits and losses.

(2) Cash-settled share-based payments

Cash-settled share-based payments are measured at the fair value of liabilities assumed by the
Company and determined on the basis of shares or other equity instruments. If the right is feasible

immediately after the grant, it will be included in the relevant costs or expenses on the grant date, and the
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liabilities will be increased accordingly; if the service in the waiting period must be completed or the
specified performance conditions are met before the right can be exercised, on each balance sheet date of
the waiting period, based on the best estimation of the right to be feasible, the services obtained in the
current period shall be included in the cost or expense according to the fair value of the liabilities assumed
by the Company, and the liabilities shall be increased accordingly.

The fair value of the liability shall be re-measured on each balance sheet date and on the settlement
date prior to the settlement of the related liability, and the changes shall be included in the current profits
and losses.

2. Relevant accounting treatment for modification and termination of share-based payment plan

When the Company modifies the share-based payment plan, if the modification increases the fair
value of the equity instruments granted, the increase in obtained services shall be recognized according to
the increase in the fair value of the equity instruments. The increase in fair value of equity instruments
refers to the difference between the fair value of equity instruments before and after modification on the
modification date. If the modification reduces the total fair value of share-based payment or adopts other
methods unfavorable to employees, the accounting treatment for the acquired services will continue, and it
will be deemed that the change has never occurred, unless the Company cancels some or all of the granted
equity instruments.

During the waiting period, if the granted equity instruments are canceled, the cancellation of the
granted equity instruments shall be treated as accelerated exercise, and the amount to be recognized during
the remaining waiting period shall be immediately included in the current profits and losses, and the capital
reserve shall be recognized at the same time. If the employee or other party can choose to meet the non-
vesting right condition but fails to meet it within the waiting period, they will be treated as cancellation of
the instruments granted rights and interests.

3. Accounting treatment involving share-based payment transactions between the Company and its
shareholders or actual controllers

For share-based payment transactions involving the Company and its shareholders or actual
controllers, if one of the settlement enterprises and the service receiving enterprise is within the Company
and the other is outside the Company, accounting treatment shall be carried out in the consolidated
financial statements of the Company in accordance with the following provisions:

(1) If the settlement enterprise settles with its own equity instruments, the share-based payment
transaction shall be treated as share-based payment for equity settlement; in addition, share-based payment
shall be treated as cash settlement.

If the settlement enterprise is an investor of the service-receiving enterprise, it shall be recognized as a

long-term equity investment in the service-receiving enterprise according to the fair value of equity
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instruments or liabilities on the grant date, and capital reserves (other capital reserves) or liabilities shall be
recognized at the same time.

(2) If the service receiving enterprise has no settlement obligation or grants its own equity instruments
to its employees, the share-based payment transaction shall be treated as equity-based payment; if the
service receiving enterprise has the settlement obligation and the employees of the enterprise are not
granted their own equity instruments, the share-based payment transaction shall be treated as cash-settled
share-based payment.

If the service receiving enterprise and the settlement enterprise are not the same enterprise in the
share-based payment transaction between enterprises within the Company, the confirmation and
measurement of the share-based payment transaction in the respective individual financial statements of the
receiving service enterprise and the settlement enterprise shall be handled according to the above principles.

(XXVII) Preferred shares, perpetual bonds and other financial instruments

1. Distinction between perpetual bonds and preferred shares

Financial instruments such as perpetual bonds and preferred shares issued by the Company that meet
the following conditions at the same time are regarded as equity instruments:

(1) Such financial instruments do not involve delivering cash or other financial assets to other parties, or
exchanging financial assets or financial liabilities with other parties under potentially unfavorable
conditions;

(2) If such financial instrument must be settled with or can be settled with the enterprise's own equity
instruments in the future, and if the financial instrument is a non-derivative instrument, it does not include
the contractual obligation to deliver a variable number of its own equity instruments for settlement; if it is a
derivative instrument, the Company can settle the financial instrument only by exchanging a fixed amount
of its own equity instruments for a fixed amount of cash or other financial assets.

Other than financial instruments that can be classified as equity instruments under the above
conditions, other financial instruments issued by the Company shall be classified as financial liabilities.

If the financial instruments issued by the Company are compound financial instruments, they are
recognized as liabilities at fair value, and the amount after deducting the liabilities is recognized as other
equity instruments. The transaction costs incurred in the issuance of the compound financial instruments
shall be allocated among the liability’s component and the equity component in proportion to their
respective total issue price.

2. Accounting treatment methods of perpetual bonds and preferred shares

For financial instruments such as perpetual bonds and preferred shares classified as financial liabilities,
the related interest, stock bonus (or dividends), profits or losses, and gains or losses arising from

redemption or refinancing are included in the current profits and losses except the borrowing costs that
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meet the capitalization conditions (see the Notes IV (XIX) “Borrowing Costs™).

When financial instruments such as perpetual bonds and preferred shares classified as equity
instruments are issued (including refinancing), repurchased, sold or cancelled, the Company treats them as
changes in equity, and relevant transaction costs are also deducted from equity. The distribution of equity
instrument holders by the Company is treated as profit distribution.

The Company does not confirm the changes of fair value of equity instruments.

(XXVIII) Income

When the contract between the Company and the customer meets the following conditions at the same
time, the income shall be recognized when the customer obtains the control right of the relevant goods: the
parties to the contract have approved the contract and promised to fulfill their respective obligations; the
contract clarifies the rights and obligations of all parties to the contract related to the transferred goods or
services; the contract has clear payment terms related to the transferred goods; the contract has commercial
essence, that is, the performance of the contract will change the risk, time distribution or amount of the
Company's future cash flow; the consideration that the Company is entitled to for transferring goods to
customers is likely to be recovered.

On the commencement date of the contract, the Company shall identify each individual performance
obligation existing in the contract, and allocate the transaction price to each individual performance
obligation according to the relative proportion of the individual selling price of the goods promised by each
individual performance obligation. When determining the transaction price, the Company has considered
the influence of variable consideration, significant financing components in the contract, non-cash
consideration, consideration payable to customers and other factors.

For each individual performance obligation in the contract, if one of the following conditions is met,
the Company will recognize the transaction price allocated to the individual performance obligation as
income according to the performance progress during the relevant performance period: The customer
obtains and consumes the economic benefits brought by the Company's performance while the Company
performs the performance; The customer can control the goods under construction during the performance
of the Company; The goods produced during the performance of the Company have irreplaceable uses, and
the Company has the right to collect money for the accumulated performance completed so far during the
whole contract period. The progress of performance is determined by input method or output method
according to the nature of the transferred goods, when the performance progress cannot be reasonably
determined, if the cost incurred by the Company is expected to be compensated, the income shall be
recognized according to the amount of the cost incurred until the performance progress can be reasonably
determined.

If one of the above conditions is not met, the Company will recognize the transaction price allocated
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to the individual performance obligation as income at the time when the customer obtains the control right
of the relevant commodity. When judging whether the customer has obtained the control right of the
commodity, the Company shall consider the following signs: the Company has the current collection right
for the commodity, that is, the customer has the current payment obligation for the commodity; the
Company has transferred the legal ownership of the commodity to the customer, that is, the customer has
the legal ownership of the commodity; the Company has transferred the goods in kind to the customer, that
is, the customer has possessed the goods in kind; the Company has transferred the main risks and rewards
on the ownership of the commodity to the customer, that is, the customer has obtained the main risks and
rewards on the ownership of the commodity; the customer has accepted the commodity; other signs that the
customer has gained control of the goods.

(XXIX) Contract cost

Where the incremental cost incurred by the Group for obtaining the contract is expected to be
recovered, it shall be recognized as an asset as the contract acquisition cost. However, if the amortization
period of the asset does not exceed one year, it shall be included in the current profits and losses when it
occurs.

If the cost incurred for the performance of the contract not fall within the scope of other accounting
standards for enterprises other than Accounting Standards for Business Enterprises No. 14-Income (revised
in 2017) and meets the following conditions at the same time, it is recognized as an asset as the contract
performance cost: (1) the cost is directly related to a contract currently or expectedly to obtain, including
direct labor, direct materials, manufacturing expenses (or similar expenses), costs clearly borne by
customers and other costs incurred only due to the contract; (2) the cost increases the resources used by the
Company to fulfill its performance obligations in the future; and (3) the cost is expected to be recovered.

The assets related to contract cost shall be amortized by the Company on the same basis as the income
from goods related to the assets, and shall be included in current profits and losses.

(XXX) Government subsidy

Government subsidy refers to the monetary assets and non-monetary assets obtained by the Company
free of charge from the government, excluding the capital invested by the government as an investor and
enjoying corresponding owner's equity. Government subsidies are divided into asset-related government
subsidies and income-related government subsidies. The Company defines the government subsidy
obtained for purchasing, building or otherwise forming long-term assets as the government subsidy related
to assets; the remaining government subsidies are defined as government subsidies related to income. If the
government document does not specify the subsidy object, the subsidies are divided into income-related
government subsidy and asset-related government subsidy in the following ways: 1. If the government

document specifies the specific project targeted by the subsidy, the relative proportion of the expenditure
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amount forming assets and the expenditure amount included in the expenses shall be divided according to
the budget of the specific project, and the division ratio shall be reviewed on each balance sheet date and
changed if necessary; 2. If the purpose is only stated in the government documents, and no specific items
are specified, it will be regarded as government subsidies related to income. If the government subsidy is a
monetary asset, it shall be measured according to the amount received or receivable. If the government
subsidy is a non-monetary asset, it shall be measured according to the fair value; if the fair value cannot be
reliably obtained, it shall be measured according to the nominal amount. Government subsidies measured
in nominal amount are directly included in current profits and losses.

The Company recognizes and measures government subsidies according to the paid-in amount usually
when they are actually received. However, at the end of the period, if there is conclusive evidence that it
can meet the relevant conditions stipulated by the financial support policy, and it is expected to receive
financial support funds, it shall be measured according to the amount receivable. Government subsidies
measured according to the amount receivable should meet the following conditions at the same time: 1. The
amount of subsidies receivable has been confirmed by the competent government department, or can be
reasonably calculated according to the relevant provisions of the officially issued financial fund
management measures, and it is estimated that there is no major uncertainty in the amount; 2. It is based on
the financial support projects officially issued by the local financial department and voluntarily disclosed in
accordance with the Regulations on the Openness of Government Information and its financial fund
management measures, and the management measures should be inclusive (any enterprise that meets the
prescribed conditions can apply), rather than specifically formulated for specific enterprises; 3. The
disbursement period has been clearly promised in the relevant subsidiary approval, and the disbursement of
the money is guaranteed by the corresponding financial budget, so it can be reasonably guaranteed that it
can be received within the prescribed time limit; 4. Other relevant conditions (if any) to be met according
to the specific conditions of the Company and the subsidy matters.

Government subsidies related to assets are recognized as deferred revenue, and are included in current
profits and losses in stages according to reasonable and systematic methods during the service life of
related assets. Government subsidies related to income, which are used to compensate related costs or
losses in subsequent periods, are recognized as deferred revenue and included in current profits and losses
during the period when related costs or losses are recognized; if it is used to compensate the related costs or
losses that have already occurred, it shall be directly included in the current profits and losses. Different
parts shall be distinguished for accounting treatment for government subsidies including asset-related part
and income-related part at the same time; if it is difficult to distinguish, it will be classified as government
subsidies related to income as a whole.

Government subsidies related to the daily activities of the Company shall be included in other income
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according to the essence of economic business; government subsidies unrelated to daily activities are
included in non-operating income and expenditure.

When the confirmed government subsidy needs to be returned, if there is a relevant deferred revenue
balance, the book balance of the relevant deferred revenue shall be offset, and the excess shall be included
in the current profits and losses; if it belongs to the other cases, it shall be directly included in the current
profits and losses.

(XXXI) Deferred income tax assets, deferred income tax liabilities

1. Current income tax

On the balance sheet day, the current income tax liabilities (or assets) incurred in the current period or
prior periods shall be measured in light of the expected payable (or refundable) amount of income taxes
according to the tax law. The taxable income amount on which the current income tax expenses are
calculated is calculated after adjusting the pre-tax accounting profit of the current year/period/reporting
period according to the relevant tax laws.

2. Deferred income tax assets / deferred income tax liabilities

The difference between the book value of certain assets and liabilities and its tax base, as well as the
temporary difference between the book value of an item that has not been determined as an asset or liability
but whose tax base can be determined in accordance with the tax law and the tax base, the balance sheet
debt method is used to determine the deferred income tax assets and deferred income tax liabilities.

Deferred income tax liabilities are not recognized for taxable temporary differences related to the
initial recognition of goodwill and the initial recognition of assets or liabilities arising from transactions
that are neither business combinations nor affecting accounting profits and taxable income (or deductible
losses) when they occur. In addition, for taxable temporary differences related to investments in
subsidiaries, associates and joint ventures, if the Company can control the reversal time of the temporary
differences, and the temporary differences are likely not to be reversed in the foreseeable future, the
relevant deferred income tax liabilities will not be recognized. Except for the above exceptions, the
Company recognizes all other deferred income tax liabilities arising from taxable temporary differences.

Deferred income tax assets are not recognized for deductible temporary differences related to the
initial recognition of assets or liabilities arising from transactions that are neither business combinations
nor affecting accounting profits and taxable income (or deductible losses) at the time of occurrence. In
addition, for deductible temporary differences related to investments in subsidiaries, associated enterprises
and joint ventures, if the temporary differences are not likely to be reversed in the foreseeable future, or the
taxable income used to offset the deductible temporary differences is not likely to be obtained in the future,
the relevant deferred income tax assets will not be recognized. Except for the above exceptions, the

Company recognizes deferred income tax assets arising from other deductible temporary differences to the
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extent that it is likely to obtain taxable income to offset deductible temporary differences.

For any deductible loss or tax deduction that can be carried forward to the following year, the
corresponding deferred income tax assets shall be recognized to the extent that it is likely to obtain future
taxable income to offset deductible losses and tax deduction.

On the balance sheet day, the deferred income tax assets and deferred income tax liabilities shall be
measured at the tax rate applicable to the period during which the assets are expected to be recovered or the
liabilities are expected to be settled.

On the balance sheet date, the book value of deferred income tax assets shall be reviewed, and if it is
likely that sufficient taxable income will not be obtained in the future to offset the benefits of the deferred
income tax assets, the book value of deferred income tax assets will be written down. When sufficient
taxable income is likely to be obtained, the written-down amount shall be reversed.

3. Income tax expenses

Income tax expenses include current income tax and deferred income tax.

Except for the current income tax and deferred income tax related to transactions and events
recognized as other comprehensive income or directly included in shareholders' equity included in other
comprehensive income or shareholders’ equity, as well as the book value of the goodwill adjusted by
deferred income tax arising from business combination, other current income tax and deferred income tax
expenses or income shall be included in current profits and losses.

4. Offset of income tax

Where the Company has a legal right to settle on a net basis and intends to settle on a net basis or to
acquire assets and settle liabilities simultaneously, the Company's current income tax assets and current
income tax liabilities shall be presented on a net basis after offset.

When the Company has the legal right to settle the current income tax assets and current income tax
liabilities on a net basis, and deferred income tax assets and deferred income tax liabilities are related to the
income tax collected by the same tax collection and management department on the same taxpayer or
related to different taxpayers, however, in each future reversal period of significant deferred income tax
assets and liabilities, when the taxpayer involved intends to settle the current income tax assets and
liabilities on a net basis or acquires assets and settle liabilities at the same time, the deferred income tax
assets and deferred income tax liabilities of the Company shall be presented on a net basis after offset.

(XXXII) Lease

A lease refers to a contract in which the Company assigns or acquires the right to control the use of
one or more identified assets for a certain period of time in exchange for or in payment of consideration.
On the commencement date of a contract, the Company evaluates whether the contract is a lease or

contains a lease.
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1. The Company as the lessee

The Company's categories of leased assets are mainly right-of-use assets.

(1) Initial measurement

On the commencement date of the lease term, the Company recognizes the right to use the leased
assets during the lease term as the right to use assets, and recognizes the present value of unpaid lease
payments as lease liabilities, except for short-term leases and leases of low-value assets. When calculating
the present value of the lease payment amount, the Company adopts the interest rate implicit in lease as the
discount rate; if the interest rate implicit in lease cannot be determined, the incremental borrowing rate of
the lessee shall be used as the discount rate.

(2) Subsequent measurement

The Company depreciates the right-to-use assets in the month starting from the lease term. Where
there is a reasonable ground to believe that the ownership of a leased asset is obtainable upon the expiration
of lease period, the Company shall accrue depreciation during the remaining service life of the leased assets.
If it is impossible to reasonably determine that the ownership of the leased asset can be obtained at the
expiration of the lease term, the Company shall calculate depreciation within the period of the lease term
ore remaining useful life of the leased asset, whichever is shorter.

For lease liabilities, the Company calculates the interest expense of the lease liability in each period of
the lease period at a fixed cyclical interest rate, which is included in the current profit and loss or related
asset cost. The amount of variable lease payments not included in the measurement of lease liabilities shall
be included in the current profits and losses or the cost of related assets when they actually occur.

After the commencement date of the lease period, when the actual fixed payment amount changes, the
expected payable amount of the guarantee residual value changes, the index or ratio used to determine the
lease payment amount changes, and the evaluation result or actual exercise of the purchase option, renewal
option or termination option changes, the Company re-measures the lease liability based on the present
value of the changed lease payments and adjusts the book value of the right-to-use assets accordingly. If the
book value of the right to use assets has been reduced to zero, but the lease liabilities still need to be further
reduced, the Company will include the remaining amount into the current profits and losses.

(3) Short-term leases and low-value asset leases

For short-term leases (leases with a lease period not exceeding 12 months on the lease commencement
date) and low-value asset leases, the Company adopts a simplified treatment method, does not recognize
right-of-use assets and lease liabilities, and includes lease payments into relevant asset costs or current
profits and losses according to the straight-line method or other systematic and reasonable methods during
each period of the lease term.

(4) Lease change
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If the lease is changed and meets the following conditions at the same time, the Group will account for
the lease change as a separate lease:

* The lease change expands the lease scope by adding the right to use one or more leased assets;

* The increased consideration is equivalent to the separate price for the extended portion of the lease,
adjusted for the circumstances of the contract.

If the lease change is not accounted for as a separate lease, on the effective date of the lease change,
the Group shall re-allocate the consideration of the changed contract, re-recognize the lease period, and re-
measure the lease liability according to the present value calculated by the changed lease payment amount
and the revised discount rate.

If the lease scope is reduced or the lease term is shortened due to the lease change, the Company shall
reduce the book value of the right-to-use assets accordingly, and include the gains or losses related to
partial or complete termination of the lease into the current profits and losses. If the lease liabilities are re-
measured due to other lease changes, the Company shall adjust the book value of the right-to-use assets
accordingly.

2. The Company as the lesser

On the commencement date of the lease, the Company divides the lease into finance lease and
operating lease based on the substance of the transaction. Finance lease refers to the lease that essentially
transfers almost all the risks and rewards related to the ownership of the leased assets. Operating lease
refers to a lease other than a financing lease.

(1) lease

The Company recognizes lease receipts from operating leases as rental income for each period of the
lease term using a reasonable amortization method. Variable lease payments relating to operating leases
that are not included in lease receipts are included in current profits and losses when they are actually
incurred.

(2) Financial leasing

On the commencement date of the lease period, the Company recognizes the finance lease receivables
and derecognizes the finance lease assets. Financial lease receivables are initially measured as the net lease
investment (the sum of the unsecured residual value and the present value of the lease receipts not received
at the commencement of the lease period discounted at the interest rate implicit in lease), and the interest
income during the lease period is calculated and recognized at a fixed periodic interest rate. The variable
lease payments obtained by the Company that are not included in the measurement of net lease investment
are included in the current profits and losses when they actually occur.

(3) Lease change

When an operating lease is changed, the Company shall account for it as a new lease from the
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effective date of the change, and the advance or receivable lease receipts related to the lease before the
change shall be regarded as the new lease receipts.

If a finance lease is changed and the following conditions are met at the same time, the Group will
account for the change as a separate lease:

* The lease change expands the lease scope by increasing the right to use one or more leased assets;

* The increased consideration is equivalent to the separate price for the extended portion of the lease,
adjusted for the circumstances of the contract.

If the change of financial lease is not accounted for as a separate lease, the Company will account for
the changed lease under the following circumstances:

« If the change takes effect on the lease commencement date, and the lease is classified as an operating
lease, the Company will account for it as a new lease from the effective date of the lease change, and take
the net lease investment before the effective date of the lease change as the book value of the leased asset;

« If the change takes effect on the lease commencement date, and the lease is classified as a financial
lease, the Company will account for it according to the provisions of the Accounting Standards for
Business Enterprises No.22-Recognition and Measurement of Financial Instruments on amending or
renegotiating the contract.

(XXXIII) Changes in accounting estimates for significant accounting policies

None.

(XXXIV) Changes in accounting estimates for significant accounting policies

1. Changes to accounting policies

There were no significant accounting policy changes during the current period.

2. Changes in accounting estimates

There were no changes in significant accounting estimates during the current period.

V. Tax

(I) Major tax types and tax rates

Tax type Tax basis Tax rate

The output tax shall be subject to output VAT calculated at
the corresponding tax rate, and VAT is paid based on the

VAT balance after deducting the deductible input VAT for the 1%,3%,6%,9%,13%
current period.

Urban maintenance and

Turnover tax payable 7%
construction tax
Education surcharges Turnover tax payable 3%
Local education surcharge Turnover tax payable 2%
Corporate income tax Taxable income 25%

(IT) Tax preference and approvals
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1. According to the Notice of the Ministry of Finance and the State Administration of Taxation on the
Treatment of Enterprise Income Tax on Special Purpose Financial Funds (Cai Shui [2011] No.70) and
relevant provisions of the Enterprise Income Tax Law of the People's Republic of China (Decree No.512 of
the State Council) and the Regulation on Carrying out of the Enterprise Income Tax Law of the People's
Republic of China, the financial funds of the total accrued income obtained by enterprises from the
financial departments and other departments of the people's governments at or above the county level from
January 1, 2011 can be regarded as non-taxable income and deducted from the total income if they meet the
following conditions at the same time:

A. The enterprise can provide the fund allocation documents that specify the special purpose of funds;

B. The financial department or other government department that allocates funds has special fund
management methods or specific management requirements for the funds;

C. The enterprise separately accounts for the funds and the expenditures incurred with the funds.

The expenses arising from the above-mentioned non-taxable income used for expenditure shall not be
deducted when calculating the taxable income; depreciation and amortization of assets formed for
expenditure shall not be deducted when calculating taxable income.

VI. Notes to Items in Consolidated Financial Statements

Unless otherwise indicated in the following note items (including major project notes to the company's
financial statements), beginning refers to January 1, 2024, ending refers to December 31, 2024, current

period refers to year 2024 and previous period refers to year 2023.

1.Monetary capital
Item Closing balance Beginning balance
Cash on hand 2,316.21 15,461.64
Bank deposit 350,746,942.76 189,983,381.40
Other monetary funds 941,859,913.46 2,782,561,124.01
Total 1,292,609,172.43 2,972,559,967.05

Note: The restricted amount of monetary funds at the end of the period is 941,859,913.46 yuan. Other

restricted monetary funds are mainly pledged time deposits, security deposits, etc. Except for other

monetary funds, there are no other mortgages, frozen funds in monetary funds that have restrictions on

realization or are deposited overseas, or have potential recovery risks.

2.Notes receivable

(1) Classification of notes receivable

Item Closing balance Beginning balance
Bank acceptance bill 100,000.00
Trade Acceptance

Total 100,000.00
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(2) Notes receivable that have been endorsed or discounted as of the balance sheet date but not yet

matured
None.
3.Accounts receivable

(1) Disclosure by aging

Aging

Closing balance

Beginning balance

Within 1 year (including 1 year)

437,141,991.33

438,343,921.04

1-2 years 412,950,002.21 499,866,682.62
2-3 years 326,297,165.38 254,363,328.50
3-4 years 251,913,328.50
Subtotal 1,428,302,487.42 1,192,573,932.16
Less: bad debt reserves 2,382,665.70 1,436,332.85
Total 1,425,919,821.72 1,191,137,599.31
(2) Disclosed by classification as per method of provision for bad debt
Closing balance
Type Book balance Bad debt reserves
Amount Proportion Amount Withdrawal Book value
(%) proportion (%)
Accounts receivable for individual
provisions for bad debts
Accounts receivable with provision for
bad debts according to credit riski 1,428,302,487.42 100.00:  2,382,665.70 0.17: 1,425,919,821.72
characteristic combination
Including: aging combination 40,986,916.83 2.87 2,382,665.70 5.81 38,604,251.13
Other combination 1,387,315,570.59 97.13 1,387,315,570.59
Accounts receivable for individually non-
significant amount but single withdrawing
bad debt reserves
Total 1,428,302,487.42 100.00:  2,382,665.70 0.17: 1,425,919,821.72
(Continued)
Beginning balance
Type Book balance Bad debt reserves
. : Book value
Proportion Withdrawal
Amount (%) Amount proportion (%)
Accounts receivable with large single
amount and single provision for bad debts
Accounts receivable with provision for
bad debts according to credit riski 1,192,573,932.16 100.00 1,436,332.85 0.12: 1,191,137,599.31
characteristic combination
Including: aging combination 39,746,429.10 3.33 1,436,332.85 3.61 38,310,096.25
Other combination 1,152,827,503.06 96.67 1,152,827,503.06
Accounts receivable for individually non-
significant amount but single withdrawing
bad debt reserves
Total 1,192,573,932.16 100.00 1,436,332.85 0.12: 1,191,137,599.31
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Accounts receivable combined by aging in the combination

Closing balance

Aging - -
Book balance Bad debt reserves Wlthdraw(aozy))roportmn
e . . 29,073,588.33
Within 1 year (including 1 year)
1-2 years 5.00
2-3 years 10.00
3-4 years 11,913,328.50 2,382,665.70 20.00
Total 40,986,916.83 2,382,665.70
(Continued)
Beginning balance
Aging - .
Book balance Bad debt reserves Wlthdraw(z:;}))roportlon
0
Within 1 year 25,383,100.60
1-2 years 5.00
2-3 years 14,363,328.50 1,436,332.85 10.00
Total 39,746,429.10 1,436,332.85
(3) Provision for bad debts
Amount of change in the Current Period
Type Beginning balance . Recovery o Writeoffor Ending balance
Withdrawal . .
reversal verification
Aging 1,436,332.85 946,332.85 2,382,665.70
combination
Total 1,436,332.85 946,332.85 2,382,665.70

4.Advance payment

(1) Prepayments listed by aging

Closing balance Beginning balance

Aging
Amount Proportion (%) Amount Proportion (%)
Within 1 year 27,991,058.49 45.83 134,495,687.31 82.10
1-2 years 4,193,698.73 6.87 805,678.42 0.49
2-3 years 801,343.92 1.31 28,246,097.11 17.24
More than 3 years 28.,087,804.14 45.99 275,161.10 0.17
Total 61,073,905.28 100.00 163,822,623.94 100.00

5.0ther receivables

Item

Closing balance

Beginning balance

Interest receivable

Dividends receivable

Other receivables

1,394,879,172.91

2,008,092,536.24

Total

1,394,879,172.91

2,008,092,536.24
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(1) Classification and disclosure of other receivables

(1) Disclosure by aging

Aging

Closing balance

Beginning balance

Within 1 year (including 1 year)

797,036,861.59

1,124,578,536.04

540,053,496.06

606,222,506.45

1-2 years
2-3 years 21,488,771.12 258,521,944.00
3-4 years 29,434,098.00 6,595,857.75
4-5 years 6,595,857.75 6,078,300.00
More than 5 years 531,943.39 6,226,319.50
Subtotal 1,395,141,027.91 2,008,223,463.74
Less: bad debt reserves 261,855.00 130,927.50
Total 1,394,879,172.91 2,008,092,536.24

@ Classification of the nature

Nature of payment

Ending balance

Beginning balance

General operating receivable

47,508,796.59

95,315,350.70

Deposit and security fund 32,500.00 183,104.00
Related parties-Capital transactions 726,207.993.67 960,244,709.04
621,391,737.65 952,480,300.00

Other current account

Subtotal 1,395,141,027.91 2,008,223,463.74
Less: bad debt reserves 261,855.00 130,927.50
Total 1,394,879,172.91 2,008,092,536.24
(3) Provision for bad debts
Phase | Phase 11 Phase 111
Expected credit loss Expected credit Expected credit loss
Bad debt reserves over the next 12 loss for the whole | for the whole period Total
months period of existence of existence
(not impaired) (impaired)
Beginning balance 130,927.50 130,927.50
Beginning balance of other
receivables account balance
in the current period:
--Transfer to Phase 11
--Transfer to Phase 111
--Reverse to Phase 11
--Reverse to Phase 1
Provisioned for this period 130,927.50 130,927.50
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Phase [ Phase 11 Phase 11
Expected credit loss Expected credit Expected credit loss
Bad debt reserves olz/ er the next 12 loss for the whole for the whole period Total
months period of existence of existence
(not impaired) (impaired)
Provisioned for this period
Reversed for this period
Charged-off for this period
Other changes
Closing balance 261,855.00 261,855.00
6.Inventory
(1) Classification of inventories
Closing balance
Provision for
Item inventory
Book balance depreciation/provision Book value

for impairment of
contract performance
cost

Contract performance cost

1,382,888,606.00

1,382,888,606.00

Development cost

4,844,874,820.24

4,844,874,820.24

Develop products 1,423,277,189.78 1,423,277,189.78
Low-value consumables 85,278.77 85,278.77
Total 7,651,125,894.79 7,651,125,894.79
(Continued)
Beginning balance
frem Book balance Falling price Book value
reserves

Contract performance cost

2,264,882,577.41

2,264,882,577.41

Development cost

5,242,848,131.76

5,242,848,131.76

Develop products 568,299,675.70 568,299,675.70
Inventory goods 1,934,963.85 1,934,963.85
Low-value consumables 85,278.77 85,278.77
Raw materials 56,119.58 56,119.58

Total 8,078,106,747.07 8,078,106,747.07

(2) Provision for depreciation of inventories

There is no provision for depreciation of inventories at the end of the period.

(3) Inventory restrictions in the current period

The ending inventory includes an amount 0f1,035,296,470.25 yuan pledged as collateral for loans.

7.0ther current assets
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Item

Closing balance

Beginning balance

Prepaid and deductible input tax

52,370,851.74

63,593,749.85

Total 52,370,851.74 63,593,749.85
8.Investment real estate
(1) Investment properties measured at fair value:
Item Property Land use right Total

I. Beginning balance

614,522,075.93

2,660,953,934.07

3,275,476,010.00

II. Change in the Current Period

10,598,490.00

787,287,100.00

797,885,590.00

Plus: outsourcing

78,527,200.00

78,527,200.00

Transfer of

inventory/fixed

. 7,086,041.76 707,581,536.79 714,667,578.55
assets/construction in progress
Less: disposals
Fair value changes 3,512,448.24 1,178,363.21 4,690,811.45

II1. Ending balance

625,120,565.93

3,448,241,034.07

4,073,361,600.00

(2) Investment properties for which the title certificate has not been completed:

Project

Book value

Reasons for failing to complete the property

title certificate

Jinri Community

13,847,600.00

Still in process

Gongnong Ercun 1,437,500.00 Still in process
Xindongyuan Community 12,573,000.00 Still in process
Wanhe Garden 40,608,300.00 Still in process
Dehui Garden 656,400.00 Still in process

Jingshang mingcheng

43,231,600.00

Still in process

Xinfengli Cultural and Creative
Industrial Park Project

333,591,200.00

Still in process

Kangxin yayuan

12,913,400.00

Still in process

Total

458,859,000.00

Note: At the end of the period, 3,884,634,800.00 yuan of the investment real estate was used for

mortgage loans.

9.Fixed assets

Item

Closing balance

Beginning balance

Fixed assets

169,228,691.58

4227422824

Disposal of fixed assets

Total 169,228,691.58 42,274,228.24
(1) Detail of fixed assets
Houses and Machinery Transportation Office ar}d Other
ltem buildings equipment equipment electronic equipment Total
g quip quip equipment quip
1 Original book
value:
tl);ﬂance Beginning 39,577,505.35  1,324,065.95 189,300.53 . 1,712,334.50 = 5,429,789.54  48,232,995.87
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Item

Houses and
buildings

Machinery
equipment

Transportation
equipment

Office and
electronic
equipment

Other
equipment

Total

2. Increased in the
current period

160,601,167.20

2,200.00

232,074.85

70,931.78

16,674.76

160,923,048.59

(1) Purchase

2,200.00

232,074.85

70,931.78

16,674.76

321,881.39

(2) Transfer of
construction in
progress

160,601,167.20

160,601,167.20

(3) Other increases

3. Decrease in the
current period

30,408,806.85

286,442.94

810,677.88

3,500.00

31,509,427.67

(1) Disposal or
scrap

337,041.59

133,393.72

31,736.10

1,350.00

503,521.41

2) Other
decreases

30,071,765.26

153,049.22

778,941.78

2,150.00

31,005,906.26

4. Closing balance

169,769,865.70

1,039,823.01

421,375.38

972,588.40

5,442,964.30

177,646,616.79

II.  Accumulated
depreciation

1. Beginning
balance

2,771,492.58

255,642.15

179,835.36

1,380,706.72

1,371,090.82

5,958,767.63

2. Increased in the
current period

4,598,825.16

125,069.79

4,593.29

168,927.89

1,035,850.99

5,933,267.12

(1) Withdrawal

4,598,825.16

125,069.79

4,593.29

168,927.89

1,035,850.99

5,933,267.12

(2) Other increases

3. Decrease in the
current period

2,595,293.61

133,754.04

742,497.14

2,564.75

3,474,109.54

(1) Disposal or
scrap

269,233.16

16,896.48

30,684.57

316,814.21

2) Other
decreases

2,326,060.45

116,857.56

711,812.57

2,564.75

3,157,295.33

4. Closing balance

4,775,024.13

246,957.90

184,428.65

807,137.47

2,404,377.06

8,417,925.21

111 Impairment
provision

Beginning balance

Increased in the
current period

Decrease in the
current period

Ending balance

IV. Book value

1. Book value of
the closing
balance

164,994,841.57

792,865.11

236,946.73

165,450.93

3,038,587.24

169,228,691.58

2. Book value of
the beginning
balance

36,806,012.77

1,068,423.80

9,465.17

331,627.78

4,058,698.72

42,274,228.24

(2) Among the fixed assets at the end of the period, 59,356,487.74 yuan was used for mortgage loans.

(3) At the end of the period, there are no fixed assets with uncompleted title certificates.

10.Construction in progress

Item

Closing balance

Beginning balance
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Book balance

Impairment

provision

Book value

Book balance

Impairment

provision

Book value

Construction

in progress

317,543,422.36

317,543,422.36

413,567,515.46

413,567,515.46

Engineering

materials

Total

317,543,422.36

317,543,422.36

413,567,515.46

413,567,515.46

(1) Details of construction in progress are as follows:

Item

Closing balance

Beginning balance

Book balance

Impair
ment
provisio
n

Book value

Book balance

Impair
ment
provis
ion

Book value

Phase II Project for
Administrative
Center Photovoltaic
Power Generation

88,425.77

88,425.77

Dafeng District
Government 110KW
Solar  Photovoltaic
Construction Project

4,766.27

4,766.27

Dafeng Caoyan
Government  10Kv
(Capacity
Expansion) Power
Distribution Project

200,414.46

200,414.46

183,038.16

183,038.16

Caoyan Town New
Energy Photovoltaic
Carport Project

202,300.72

202,300.72

Sanlong Town New
Energy Photovoltaic
Carport Project

239,134.21

239,134.21

District Government
Photovoltaic Carport
Renovation Project

40,000.00

40,000.00

40,000.00

40,000.00

Office building
renovation

70,341.57

70,341.57

70,341.57

70,341.57

Shuangyuewan
Construction Waste
Treatment Plant

13,586,609.69

13,586,609.69

12,964,507.11

12,964,507.11

Sewage  Treatment
Project in Shanghai-
Jiangsu Cluster Area

16,637.17

16,637.17

82,970,745.31

82,970,745.31

Inverted rainbow
well and pipeline
project of Sewage
Treatment Plant in
Shanghai-Jiangsu

25,515,107.06

25,515,107.06

19,640,104.79

19,640,104.79

Dafeng  Industrial
Linkage Cluster
Area
Fence, tailwater
inverted siphon, 14,355.12 14,355.12 9,900.99 9,900.99
temporary power
supply project
2019~ Gang-G-07 6,222,617.80 6,222,617.80 6,450,374.68 6,450,374.68
Shanghai-Jiangsu
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Closing balance

Beginning balance

Item
Book balance

Impair
ment
provisio
n

Book value

Book balance

Impair
ment
provis
ion

Book value

Cluster Area

Reclaimed Water
Reuse Project in
Dafeng Port
Economic Zone

1,810,130.54

1,810,130.54

1,676,243.75

1,676,243.75

Sanlong Town
Sewage  Treatment
Project

41,113,118.85

41,113,118.85

Town-level sewage
treatment  facilities
improvement project

. 70,932,640.43
_ sewage equipment

70,932,640.43

49,500,000.00

49,500,000.00

system and
purification system
Town-level sewage
treatment  facilities 199,134,568.52 199,134,568.52 198,414,513.28 198,414,513.28
improvement project
Total 317,543,422.36 317,543,422.36 413,567,515.46 413,567,515.46

(2) At the end of this period, there is no indication of impairment of the Company's construction in

progress, and no provision for impairment of construction in progress has been made.

(3) At the end of this period, the construction in progress has not been mortgaged.

11.Intangible assets

(1) Detail of intangible assets

Item Land use right Software Data assets Total
L. Original book value
1. Beginning balance 12,826,511.29 12,826,511.29
2. Amount increased in the current period 2,861,348.97 11,547.17 2,611,391.05 5,484,287.19
(1) Purchase 11,547.17 2,611,391.05 2,622,938.22
(2) Other increases 2,861,348.97 2,861,348.97
3. Amount decreased in the current period 10,342,161.29 10,342,161.29
(1) Disposal
(2) Other decreases 10,342,161.29 10,342,161.29
4. Ending balance 5,345,698.97 11,547.17 2,611,391.05 7,968,637.19
I1. Accumulated amortization
1. Beginning balance 1,007,736.15 1,007,736.15
2. Amount increased in the current period 220,035.18 2,886.78 217,615.92 440,537.88
(1) Withdrawal 220,035.18 2,886.78 217,615.92 440,537.88
(2) Other increases
3. Amount decreased in the current period 1,107,621.95 1,107,621.95
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Item Land use right Software Data assets Total
(1) Disposal
(2) Other decreases 1,107,621.95 1,107,621.95
4. Ending balance 120,149.38 2,886.78 217,615.92 340,652.08
II1. Impairment provision
Beginning balance
Increased in the current period
Decrease in the current period
Ending balance
IV. Book value
1. Book value of the closing balance 5,225,549.59 8,660.39 2,393,775.13 7,627,985.11
2. Book value of the beginning balance 11,818,775.14 11,818,775.14

(2) Restricted intangible assets at the end of the period

None.

(3) There are no assets with uncompleted title certificates in the ending balance.

12.Deferred income tax assets and liabilities

Closing balance Beginning balance
Item Deferred income Deduf;;?liﬁgaxable Deferred income Dedutcetllllzlez)ifaxable
tax assets / liabilities emporary tax assets / liabilities emporary
differences differences
Deferred income tax assets:
Asset impairment reserve 661,130.18 2,644,520.70 391,815.09 1,567,260.36
Total 661,130.18 2,644,520.70 391,815.09 1,567,260.36
Deferred income tax
liabilities:
Change in fair value of 104,430,009.60 417,720,038.41 103,257,306.74 413,029,226.96
investment real estate
Total 104,430,009.60 417,720,038.41 103,257,306.74 413,029,226.96

13.Short-term borrowings

Item Closing balance Beginning balance
Pledged loan 159,275,000.00 1,293,600,000.00
Guaranteed loan 298,280,000.00 260,730,000.00
Accrued interest on short-term borrowings 598,861.26 1,591,570.01
Total 458,153,861.26 1,555,921,570.01
14.Notes payable
Type Closing balance Beginning balance

Bank acceptance bill

15,690,000.00

1,202,000,000.00

Trade Acceptance

126,840,000.00

100,000,000.00
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Type Closing balance Beginning balance
Supply chain bill 8,510,000.00
Total 151,040,000.00 1,302,000,000.00
15.Accounts payable
(1) Present of account payable
Closing balance Beginning balance
Aging
Amount Proportion (%) Amount Proportion (%)
Within 1 year 125,409,325.43 81.03 145,008,377.44 82.56
1-2 years 13,571,662.65 8.77 7,656,607.21 4.36
2-3 years 1,592,236.64 1.03 14,238,969.21 8.11
More than 3 years 14,187,950.58 9.17 8,726,744.46 4.97
Total 154,761,175.30 100.00 175,630,698.32 100.00
16.Payroll payable
(1) List of payroll payable
Ttem Beginning Increased in the Decrease m‘the Ending balance
balance current period current period
1. Short-term remuneration 12,382,287.33 12,382,079.83 207.50
1L P.ost-.dermssmn welfare - defined 2.48,044.18 2.048,044.18
contribution plan
III. Dismissal benefits
IV. Other benefits due within one year
Total 14,630,331.51 14,630,124.01 207.50

(2) List of short-term remuneration

Beginning Increased in the Decrease in the .
Item . . Ending balance
balance current period current period
L Salaries, bonuses, allowances and 9,646,155.84 0,645,948.34 207.50
subsidies
II. Employee services and benefits 685,019.02 685,019.02
III. Social insurance premiums 854,655.58 854,655.58
Including: 1. medical insurance expense 740,170.65 740,170.65
2. Industrial injury insurance 58.158.57 58.158.57
expenses
3. Birth insurance expenses 56,326.36 56,326.36
IV. Housing provident fund 1,110,934.00 1,110,934.00
V. Lab.or union expenses and employees §5.522.89 $5.522.89
educational funds
VI. Short-term compensated absences
VII. Short-term profit sharing plan
Total 12,382,287.33 12,382,079.83 207.50

(3) Defined contribution plan

Item

Beginning balance

Increased in the
current period

Decrease in the
current period

Ending balance
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Increased in the

Decrease in the

Item Beginning balance current period current period Ending balance
Basic endowment insurance 1,430,862.46 1,430,862.46
Unemployment insurance premium 30,384.86 30,384.86
Annuity payment 786,796.86 786,796.86

Total 2,248,044.18 2,248,044.18

17.Contract liabilities

(1) Details of contract liabilities

Item

Closing balance

Beginning balance

sales proceeds from property

189,372,690.66

164,356,119.50

Payment for goods

19,873,758.56

9,397,735.41

Total

209,246,449.22

173,753,854.91

18.Taxes and dues payable

Item Closing balance Beginning balance
Value added tax payable 37,049.12
Payment of urban maintenance and construction tax 3,147,900.93 1,666,456.80
Education surcharge payable 2,434,298.14 1,190,326.28
Corporate income tax payable 89,302,943.77 80,500,434.62
Property tax payable 635,726.20 884,121.78
Urban land use tax payable 1,204,544.78 535,779.28
Environmental protection tax payable 3.13 355,795.34
Stamp duty payable 264,667.22 85,004.73
Personal income tax payable 1,026.25 128.55
Other taxes payable 57.00
Total 96,991,110.42 85,255,153.50
19.0ther payables
Item Closing balance Beginning balance
Other payables 134,081,877.45 239,845,353.63
Interest payable
Dividends payable
Total 134,081,877.45 239,845,353.63
(1) Other payables

1) Presentation of other payables by aging

Closing balance

Beginning balance

Aging
Amount

Proportion (%)

Amount

Proportion (%)

Within 1 year

2,765,723.20

13.36

208,846,190.02

87.07
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1-2 years 106,215,293.59 51.92 26,566,049.97 11.08
2-3 years 23,252,928.54 24.38 2,135,998.05 0.89
More than 3 years 1,847,932.12 10.34 2,297,115.59 0.96

Total 134,081,877.45 100.00 239,845,353.63 100.00

20.Non-current liabilities due within one

year

Item

Closing balance

Beginning balance

Long-term borrowings due within one year

1,624,659,640.96

963,989,811.37

Interest on long-term borrowings due within one
year

6,349,294.52

1,294,413.06

Long-term payables due within one year

1,090,123,354.01

773,028,231.04

Other non-current liabilities due within one year

30,000,000.00

Total

2,721,132,289.49

1,768,312,455.47

21.0Other current liabilities

Item

Closing balance

Beginning balance

Wauxi Liantou Commercial Factoring Co., Ltd.

130,000,000.00

Wuxi Jinkong Commercial Factoring Co., Ltd. 90,000,000.00 20,000,000.00
Postal Savings Bank Factoring 100,000,000.00
Everbright Xinglong Trust Co., Ltd. 148,000,000.00
SDIC Taikang Trust 180,000,000.00
COFCO Trust 200,000,000.00
Tax to be written-off 18,832,180.43 1,232,707.18

Total

636,832,180.43

251,232,707.18

22.Long-term borrowings

Item Closing balance Beginning balance
Guarantee + mortgage loan 372,490,000.00 200,000,000.00
Guarantee + pledge loan 90,200,000.00 134,000,000.00

Guaranteed loan

3,710,578,582.55

4,349,368,393.92

Accrued interest on long-term borrowings

6,349,294.52

6,361,137.63

Less: long-term borrowings due within one year (Note
VI1.20)

1,624,659,640.96

963,989,811.37

Less: Interest on long-term borrowings due within one
year (Note VI.20)

6,349,294.52

1,294,413.06

Total

2,548,608,941.59

3,724,445,307.12

23.Long-term payables

Item

Closing balance

Beginning balance

Financial leasing

1,143,313,784.27

1,236,816,688.86

Other borrowings

1,749,227,557.00

582,800,000.00

Special payables

938,167,123.87

1,088,186,671.12

Less: current portion due within one year (Note VI1.20)

1,090,123,354.01

773,028,231.04
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Item Closing balance Beginning balance
Total 2,740,585,111.13 2,134,775,128.94
Among them, the details of special payables are as follows:
Item Beginning balance Increased in the Decrease in the Ending balance

current period

current period

Construction funds of Kangxinyayuan

331,675,551.12

101,101,453.10

230,574,098.02

Xinfengli construction

funds

150,000.00

150,000.00

Runfu Phase II Capital

756,361,120.00

39,940,000.00

88,708,094.15

707,593,025.85

Total

1,088,186,671.12

39,940,000.00

189,959,547.25

938,167,123.87

24.0ther non-current liabilities

Item

Closing balance

Beginning balance

Suzhou Chengtou Commercial Factoring Co., Ltd.

150,000,000.00

Less: current portion due within one year (Note VI1.20) 30,000,000.00
Total 120,000,000.00
25.Paid-up capital
Beginning balance In.creased Decrease in Ending balance
Name of in the the current
Shareholder Proportio ©  current . Investment g
Investment amount 0% period period amount Proportion %
Yancheng Dafeng
Urban Construction 1,000,000,000.00 100.00 1,000,000,000.00 100.00
Group Co., Ltd.
Total 1,000,000,000.00 100.00 1,000,000,000.00 100.00
26. Capital reserves
Item Beginning balance Increased in the Decrease in the Ending balance

current period

current period

Other capital reserves

4,818,348,894.50

83,936,144.34

4,734,412,750.16

Total

4,818,348,894.50

83,936,144.34

4,734,412,750.16

Note: The change of capital reserve in this period is due to the free allocation of equity of Dafeng

District Fushouyuan Cemetery Co., Ltd., Yancheng City and the recovery of the capital injection in

previous years by the Finance Bureau.

27.0ther comprehensive incomes

Item

Amount incurred in current period

Beginning
balance

Pre-tax income
f current period

Less: Current
transfer-in profits
and losses
ncluded into other
comprehensive
incomes in the

prior period

_ess: Income
ax expenses

to parent :to minori
company

after tax

Attributable Attributable

shareholders
after tax

Closing balance

ty
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Amount incurred in current period

Beginning

transfer-in profits

Less: Current

Attributable Attributable

It . and losses _ 71 Closing balance
om balance Pre-tax income . _ess: Incomeg to parent : to minority
. _included into other
f current period . ax expenses company shareholders

comprehensive

. . after tax | after tax

incomes in the

prior period

L. Other
comprehensive

income that will
be reclassified into
profit or loss in

115,237,986.49

115,237,986.49

the future
Including: initial
conversion  of 15 )37 986 49 115,237,986.49
investment  real
estate
Total 115,237,986.49 115,237,986.49
28.Surplus reserves
Beginning Increased in the current Decrease in the current Ending
Item . .
balance period period balance
Statutory surplus 23,661,715.59 319,824.33 23.981,539.92
reserves
Total 23,661,715.59 319,824.33 23,981,539.92
29.Undistributed profits
Amount of the

Item

Amount in the current period

previous year

Profits undistributed of the end of previous year before adjustment

252,659,481.96

64,224,101.99

Total adjustment number of undistributed profit at the beginning of the period

Beginning undistributed profits after the adjustment

252,659,481.96

64,224,101.99

Plus: Net profits attributable to the shareholder of the parent company

24,696,358.37

203,538,954.28

Less: withdrawal of statutory surplus reserve 319,824.33: 15,103,574.31
Less: other
Undistributed profits at the end of the period 277,036,016.00:252,659,481.96

30.0Operating Income and Operating Cost

Item Amount in the current period Amount of the previous year
Main business income 824,189,662.41 936,860,000.17
Other business income 55,361,798.96 7,414,974.57

Total 879,551,461.37 944,274,974.74
Main business cost 737,075,133.26 839,457,627.98
Other business cost 49,773,270.61 6,507.70

Total 786,848,403.87 839,464,135.68
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(1) Classification of main business

Amount in the current period

Amount of the previous year

Item
Income Cost Revenues Cost
Infrastructure
. 252,343,945.74 210,286,621.45 264,261,669.60 220,218,058.00
construction

Real estate sales

208,964,351.40

177,643,991.13

127,871,822.36

95,221,457.56

Trade

72,516,998.23

71,478,029.55

371,444,019.19

368,220,152.12

Gas supply and power
supply business

272,471,127.39

269,826,507.93

153,233,941.91

151,375,108.81

Leasing business 4,329,376.81 222,007.62 851,549.06 149,422.01
Sewage treatment 11,397,065.09 5,636,463.13 13,234,040.88 3,262,652.94
Other 2,166,797.75 1,981,512.45 5,962,957.17 1,010,776.54
Total 824,189,662.41 737,075,133.26 936,860,000.17 839,457,627.98
31.Taxes and surcharges
Item Amount in the current period Amount of the previous year
Urban maintenance and construction tax 2,368,269.23 1,687,007.48
Education surcharges 1,691,497.25 1,204,525.12
Land value increment tax 6,277,528.73
Property tax 5,373,712.42 4,348,898.43
Payment of land use tax 6,283,878.19 6,207,220.25
Stamp duty 1,272,784.53 1,760,310.64
Environmental protection tax 1,692,155.18 4,174,540.03
Vehicle and vessel tax 675.00
Other taxes and fees 37,995.54 1,157,739.39
Total 24,998,496.07 20,540,241.34

32.Financial expenses

Item

Amount in the current period

Amount of the previous year

Interest expenditures

15,743,328.92

26,916,285.35

Less: interest incomes

22,222,809.58

33,008,599.98

Plus: commission charges 408,157.20 1,399,343.79
Plus: exchange loss -59,482.07 -38,858.64
Total -6,130,805.53 -4,731,829.48

33.0ther income

Item Amount in the current period Amount of the previous year
Tax returns 836.66 22,018.48
Subsidies for stable post 32,580.53 24,407.00
Otl?e? government subsidies related to daily business 931,618.21
activities

Total 33,417.19 978,043.69
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34.Fair value change profit and loss

Item Amount in the current period Amount of the previous year
Investment real estate 4,690,811.45 169,886,304.42
Total 4,690,811.45 169,886,304.42

35.Credit impairment losses

Item Amount in the current period Amount of the previous year
Bad debt reserves -1,077,260.35 425,906.08
Total -1,077,260.35 425,906.08

36.Non-operating incomes

Item Amount in the current period Amount of the previous year
Compensation income 35,000.61 198,000.00
Other 2.71 240,151.80

Total 35,003.32 438,151.80

37.Non-operating expenses

Item Amount in the current period Amount of the previous year
Expenditures for welfare donations 4,410.00 800.00
Late fee for taxes 693,064.37 3,140,689.71
Loss from scrapping due to damage of non-current assets 296,711.39 290,930.10
Compensation and liquidated damages 379,400.73
Other 95.68 60,248.94
Total 1,373,682.17 3,492,668.75

38.Income tax expenses

Item

Amount in the current period

Amount of the previous year

Current income tax

10,737,156.06

19,934,726.91

Deferred income tax expenses

903,387.77

327,378.92

Total

11,640,543.83

20,262,105.83

39.Supplementary information to statement of cash flow

(1) Supplementary information to statement of cash flow

Supplementary information

Amount in the current
period

Amount of the previous year

1. Adjust net profit to cash flow of operating activities:

Net profits

29,508,400.14

199,955,123.91

Plus: asset impairment provision

Credit impairment losses 1,077,260.35 -425,906.08

De.prem.atlon‘ of fixed assets, oil and gas assets and 5.933,267.12 2,253,806.11
productive biological assets

Amortization of intangible assets 440,537.88 151,039.36
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Supplementary information

Amount in the current

Amount of the previous year

period
Amortization of long-term deferred expenses 846,340.36
Loss on disposal of fixed assets, intangible assets and
other long-term assets (or income is expressed by "-")
Loss frm:luon retirement of fixed assets (or income is 206.711.39 200.930.10
expressed by "-
Loss on change in fair value (or income is expressed -4.690.811.45 -169.886,304.42

by “_a,)

Financial expenses (or income is expressed by “-”)

15,743,328.92

26,916,285.35

Investment loss (or income is expressed by “-”)

Decrease in deferred tax assets (or increase is

< » -269,315.09 106,476.52
expressed by “-”)
Increase“lg deferred tax liabilities (or decrease is 1,172,702.86 220.902.40
expressed by “-”)
Inventory decrease (or increase is expressed by “-) 426,980,852.28 154,065,244.69

Decrease in operational receivable items (or increase
is expressed by “-”)

807,567,001.92

-108,629,043.85

Decrease in operational payable items (or decrease is
expressed by “-”)

-1,232,408,069.01

115,121,509.66

Other

Net cash flows from operating activities

51,351,867.31

220,986,404.11

2. Significant investing and financing activities not
involving cash deposit and withdrawal

Conversion of debts into capital

Convertible bonds due within one year

Fixed assets under financing lease

3. Net increase in cash and cash equivalents

Closing balance of cash

350,749,258.97

189,998,843.04

Less: opening balance of cash

189,998,843.04

243,531,709.85

Plus: closing balance of cash equivalents

Less: opening balance of cash equivalents

Net increase in cash and cash equivalents

160,750,415.93

-53,532,866.81

(3) Composition of cash and cash equivalents

Item Closing balance

Beginning balance

Cash on hand

2,316.21

15,461.64

Bank deposit

350,746,942.76

189,983,381.40

Other monetary funds

Total

350,749,258.97

189,998,843.04

40.Assets with restricted ownership or use rights

Item Closing balance

Reasons for constraints

Monetary capital

941,859,913.46 Deposits for bills and pledges for loans
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Inventory

1,035,296,470.25 Provide collateral for loan

Fixed assets

59,356,487.74: Provide collateral for loan

Investment real estate

3,884,634,800.00: Provide collateral for loan

Total

5,921,147,671.45

VII. Change of consolidation Scope

In 2024, a total of 9 subsidiaries were included in the scope of consolidation, and no subsidiaries were

added to the scope of consolidation; 2 subsidiaries were removed from the scope of consolidation, namely

Yancheng Dafeng Fushouyuan Cemetery Co., Ltd. and Yancheng Dafeng Liangyuan Wedding Ceremony

Service Co., Ltd., which were transferred out without compensation.

VIII. Equity in other entities

1. Equity in subsidiaries

Ratio
ot IZeglst.i:r;: Shareligldmg Vo?it; Acquisition
No Registere am Nature of capita rao 10 oung method
Name dland business business (ten (%) rights
place thousand (%)
yuan) Direct Indt1rec
New energy
technology
Nanjing development,
Fengye New . . technical .
1 Energy I{I‘;‘E%fl“ I{;;‘E%;“ consultation, 800.00 = 65.00 65.00 EStabl‘tShmen
Technology Jing Jing technology
Co., Ltd. transfer,
technical
services
Yancheng
Dafeng Construction
Wancheng Jiangsu | Juangsu  project 100.0 100.0 = Establishmen
2 Engineering Yanchen | management, 10,000.00
. Yancheng . 0 0 t
Project g infrastructure
Management construction
Co., Ltd.
Yancheng
Dafeng
Wanxing Real . Jiangsu  Real estate .
2.1  Estate Jiangsu -y chen | development | 19,800.00 5000 5000 stablishmen
Yancheng . t
Development g and operation
Co.,
Ltd.(Note)
Yancheng Real estate
Dafeng . Jiangsu develop ment .
3 Zhencheng Jiangsu Yanchen and opergtlon, 20,000.00 100.0 100.0 | Establishmen
: Yancheng construction 0 0 t
Construction g .
Co.. Ltd project
N ) management
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Sewage
treatment;
Yancheng water
Dafeng Jianesu treatment
Hucheng Jiangsu £ engineering, 100.0 100.0 | Establishmen
4 Yanchen Lo 2,000.00
Sewage Yancheng pipeline 0 0 t
Treatment & engineering
Co., Ltd. architectural
design and
construction
Environmenta
1 protection
technology
and
Jiangsu equipment
Shuifa Huaxia . Jiangsu | development; .
4.1 | Environmenta Jiangsu Yanchen | environmental | 10,000.00 100.00 1000 | Establishmen
Yancheng . 0 t
1 Technology g protection
Co., Ltd. engineering
services;
engineering
construction,
etc.
Real estate
development
Yancheng apd operation;
Dafeng plpf?hne .
Guangsha Vangsu | Jiangsu | pfl e 100.0 Establishmen
5 | Development & Yanchen & 71,500.00 ’ 100.0
and Yancheng o decgrathn 0 0 t
Construction engmeering,
Co.. Ltd municipal
” ’ engineering
design and
construction
Yancheng Real estate
. development
Dafeng Huiye Jiangsu | and operation;
Development Jiangsu & peration, 100.0 100.0 . Establishmen
6 Yanchen | construction 60,614.00
and Yancheng of 0 0 t
Construction & .
Construction
Co., Ltd. .
Projects
Yancheng Real estate
Dafeng development
Huifengcai . Jiangsu | and operation; .
7 Development = ™% Vanchen | construction | 10,000.00  51.00 5100 stablishmen
Yancheng t
and g of
Construction Construction
Co., Ltd. Projects

Note: Yancheng Dafeng Wancheng Engineering Project Management Co., Ltd., Yancheng Dafeng

Zhencheng Construction Co., Ltd. and Glory Creation Group Limited jointly invested in the establishment

of Yancheng Dafeng Wanxing Real Estate Development Co., Ltd., holding 45%, 5% and 50% of the shares

respectively. The investment agreement stipulates that Wancheng Company shall consolidate and account

for Wanxing Company.

2. Joint venture and associated enterprises

None.

3. Details of other related parties

Name of other related parties

Relationship between other related parties and the company
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Yancheng Dafeng Urban Construction Group Co., Ltd.

Parent company

Yancheng Dafeng Zecheng Trade Development Co., Ltd.

Under the same control

Yancheng Dafeng Xihekou Development and Construction

Co., Ltd.

Under the same control

4. Related party transactions and related party balances

(1) Related party guarantee
None.

(2) Related party transactions

Name of other related parties The detail of related transactions Amount in ! he current .Amoun.t in the
period previous period
Yancheng Dafeng Xihekou Development .
and Construction Co., Ltd. Sales of housing 1,771,966.98 2,680,500.00
(3) Detail of related party transactions
Project name Name of other related Closing balance Beginning Remarks
parties balance
1. Receivables
Yancheng Dafeng
Accounts Xihekou Development
receivable and Construction Co., 20,521,220.26 18,336,161.36 : sales proceeds from property
Ltd.
Yancheng Dafeng
Zecheng Trade
Advance payment Development Co., 4,148,698.83 4,148,698.83 Payment for goods
Ltd.
Yancheng Dafeng
Other receivables Urban Construction 749,610,802.29 960,244,709.04 Current account

Group Co., Ltd.

Total

774,280,721.38

982,729,569.23

IX. Contingencies

(I) As of the end of 2024, contingent events arising from pending litigation or arbitration and their

financial impact

None.

(IT) As of the end of 2024, the contingent liabilities arising from the debt guarantee provided by the

Company and their financial impact

Guarantee balance (ten L
Guaranteed enterprise thousand yuan) Start date Termination date
Yancheng Dafeng Huifengmiao Agricultural
Development Co.. Lid. 2,400.00 9/5/2024 12/1/2033

(IIT) As of the end of 2024, the Company's contingent liabilities arising from other events

None.

(IV) Except for the above contingencies, as of the end of 2024, the Company has no other material

contingencies.

X. Post Balance Sheet Event
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As of the date of approval of the financial report, there are no other significant post - balance sheet

events that need to be disclosed by the Company.

XI. Notes to Main Items Financial Statements of the Parent Company

1. Accounts receivable

(1) Disclosed by aging
Aging Closing balance Beginning balance
Within 1 year (including 1 year) 1,900,462.47 3,517,802.34
1-2 years
2-3 years 14,363,328.50
3-4 years 11,913,328.50
Subtotal 13,813,790.97 17,881,130.84
Less: bad debt reserves 2,382,665.70 1,436,332.85
Total 11,431,125.27 16,444,797.99
(4) Listed by classification as per method of provision for bad debt
Closing balance
Type Book balance Bad debt reserves
Amount Prri)[g;)r;io Amount pxgﬁﬁrgz)) Book value
Accounts  receivable for individual
provisions for bad debts
Accounts receivable with provision forbad 5 613 799 97 100.00 2,382,665.70 1725 11,431,125.27
debts according to combination
Including: aging combination 11,913,328.50 86.24: 2,382,665.70 20.00 9,530,662.80
Other combination 1,900,462.47 13.76 1,900,462.47
Total 13,813,790.97.  100.00: 2,382,665.70 17.25. 11,431,125.27
(Continued)
Beginning balance
Type Book balance Bad debt reserves
Amount Prog;)r)tion Amount  Withdrawal proportion (%) Book value

Accounts receivable with large single
amount and single provision for bad debts
Accounts receivable with provision for
bad debts according to credit riski17,881,130.84 100.00:1,436,332.85 8.03:16,444,797.99
characteristic combination

Including: aging combination 17,870,312.61 99.94:1,436,332.85 8.04:16,433,979.76
Other combination 10,818.23 0.06 10,818.23
Total 17,881,130.84 1,436,332.85 16,444,797.99
(3) Provision for bad debts
Amount of change in the Current Period

Type Beginning balance o Ending balance

Withdrawal Recovery or erj[e off or

reversal verification
Aging 1,436,332.85 946,332.85 2,382,665.70

combination
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Amount of change in the Current Period
Type Beginning balance I Ending balance
Withdrawal Recovery or Wr1.te of_f or
reversal verification
1,436,332.85 946,332.85 2,382,665.70
Total

2. Other receivables

Item

Closing balance

Beginning balance

Interest receivable

Dividends receivable

Other receivables

1,750,353,350.54

1,169,575,261.37

Total

1,750,353,350.54

1,169,575,261.37

(1) Other receivables

(1) Disclosure by aging

Aging

Closing balance

Beginning balance

Within 1 year (including 1 year)

1,202,207,815.22

903,470,126.05

1-2 years 523,145,535.32 16,105,135.32
2-3 years 3,800,000.00 250,000,000.00
3-4 years 21,200,000.00
Subtotal 1,750,353,350.54 1,169,575,261.37
Less: bad debt reserves
Total 1,750,353,350.54 1,169,575,261.37

@ Classification of the nature

Nature of payment

Ending balance

Beginning balance

General operating receivable

21,230,000.00

33,755,335.31

Other current account

553,651,289.30

523,800,000.00

Related parties-Capital transactions

1,175,472,061.24

612,019,926.06

Subtotal

1,750,353,350.54

1,169,575,261.37

Less: bad debt reserves

Total

1,750,353,350.54

1,169,575,261.37

(3) Provision for bad debts

There is no provision for bad debts or reversal of provision for bad debts in the current period.

3. Long-term equity investment

(1) Classification of long-term equity investment

Closing balance

Beginning balance

[tem Impairment
provision

Book balance

Book value Book balance

Impairment

provision Book value

Investments in

subsidiaries 3,853,888,494.69

3,853,888,494.69 3,832,629,091.89

3,832,629,091.89

Investment in
associated
enterprises
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Closing balance Beginning balance
ftem Book balance fmp arment Book value Book balance Tmp arment Book value
provision provision
Subtotal 3,853,888,494.69 3,853,888,494.69:3,832,629,091.89 3,832,629,091.89
Less: Provision for
impairment of long-
term equity
investments
Total 3,853,888,494.69 3,853,888,494.69:3,832,629,091.89 3,832,629,091.89
(2) Invest in subsidiaries
Withdraw
n
Increased Decrease in lmpairme I i t
. I in the ) n mpairmen
Invested unit Beginning balance - the cqrrent Ending balance provision provision
period period in the
current
period
Nanjing Fengye New
Energy Technology 5,200,000.00 5,200,000.00
Co., Ltd.
Yancheng Dafeng
Zhencheng 704,968,547.06 704,968,547.06
Construction Co., Ltd.
Yancheng Dafeng

Wancheng Engineering
Project Management
Co., Ltd.

1,995,270,909.93

1,995,270,909.93

Yancheng Dafeng
Hucheng Sewage
Treatment Co., Ltd.

20,000,000.00

20,000,000.00

Yancheng Dafeng
Guangsha
Development and
Construction Co., Ltd.

1,128,449,037.70

1,128,449,037.70

Yancheng Dafeng
Fushou Garden
Cemetery Co., Ltd.

-21,259,402.80

21,259,402.80

Total

3,832,629,091.89

21,259,402.80

3,853,888,494.69

(3) Investment in associated enterprises

None.

4. Operating income and operating cost

(1) Basic information of operating income and operating cost

Item Amount in the current period Amount of the previous year
Main business income 44,544,506.91 108,929,504.91
Other business income 4,288,964.49

Total 44,544,506.91 113,218,469.40
Main business cost 43,241,789.61 105,056,838.86
Other business cost

Total 43,241,789.61 105,056,838.86

(2) Classification of main business

Item

Amount in the current period

Amount of the previous year
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Income Cost Revenues Cost
Trading business 41,519,725.42 40,950,950.20 96,412,149.33 95,109,060.93
Power supply and steam supply business 318,513.08 376,691.55
Real estate sales 149,290.27 11,289,114.97 9,798,355.92
Property management services 2,166,797.75 1,981,512.45
Leasing business 539,470.66 160,036.69 851,549.06 149,422.01
Total 44,544,506.91 43,241,789.61 108,929,504.91 105,056,838.86

XII. Other contents that should be disclosed in accordance with relevant financial accounting

standards

None.

Legal representative:

Principal of Financial Department:

Yancheng Dafeng Xiecheng Industrial Co., Ltd.
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A AuditReport

ZXHSZ (2024) No. 022226
All shareholders of Yancheng Dafeng Xiechlyng Industrial Development Co., Ltd.:

1. Audit Opinions \\‘*\_/ J

We have audited the financial statements of Yancheng Dafeng Xiecheng Industrial
Development Co., Ltd. (hereinafter referred to as “Xiecheng Industrial"), including the
consolidated and parent company balance sheets as of December 31, 2023, the consolidated
and parent company income statements, consolidated and parent company cash flow statements,
consolidated and parent company statements of changes in equity and related financial
statement notes for the years of 2023.

In our opinion, the attached financial statements have been prepared in accordance with
the Accounting Standards for Business Enterprises in all material respects, and fairly reflect the
consolidated and parent company’s financial status of Xiecheng Industrial as of December 31,
2023, as well as the consolidated and parent company's operating results and cash flows for the
year of 2023.

IL. Basis for Forming Audit Opinions

We carried out the audit work in accordance with the Auditing Standards for the Chinese
Certified Public Accountants. Our responsibilities under these standards are further elaborated
in the section of "Accountants' Responsibilities for Auditing Financial Statements" in the Audit
Report. According to the Chinese Code of Professional Ethics for Certified Public Accountants,
we are independent of the Xiecheng Industrial and fulfilled other responsibilities in terms of
professional ethics. We believe that the audit evidence we obtained is sufficient and appropriate,
which provides a basis for issuing the audit opinions.

I11. Responsibilities of Management and Governance for Financial Statements

The management is responsible for preparing the financial statements in accordance with
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the provisions of the Accounting Standards for Business Enterprises, so as to achieve a fair
reflection, and design, implement and maintain necessary internal controls to ensure that the
financial statements are free from material misstatement due to fraud or error.

In preparing the financial statements, the Management is responsible for assessing the
Xiecheng Industrial's going concern capability, disclosing going concern-related matters
(where applicable) and applying going concern assumptions, except that the Management plans

/“-.--""‘\.
to liquidate the Xiecheng'ﬁldustrial, te%istate operations or have no other realistic alternative.
4

The Managemeﬁt layer is responsible%r supervising the financial reporting process of

the Xiecheng Industiial.

Iv. Responsibibigies ofyjCertified /Public Accountants for Auditing Financial
Statements

Our objective is to obtain reasonable assurance as to whether the financial statements as
a whole are free from material misstatement due to fraud or error, and to issue audit report
containing audit opinions. Reasonable assurance is a high-level assurance, but it does not
guarantee that an audit carried out according to auditing standards can always find a material
misstatement when it exists. Misstatement, which may result from fraud or error, is generally
considered material if it is reasonably expected that the misstatement, individually or
collectively, may affect the economic decisions made by the users of the financial statements
on the basis of the financial statements.

In performing audit work in accordance with auditing standards, we used professional
judgment and maintain professional skepticism. At the same time, we also carried out the
following work:

(1) Identified and assessed the risks of material misstatement in the financial statements
caused by fraud or error, designed and implemented audit procedures to deal with these risks,
and obtained sufficient and appropriate audit evidence as the basis for issuing audit opinions.
Because fraud may involve collusion, forgery, intentional omission, misrepresentation or
overriding internal control, the risk of failure to detect material misstatement due to fraud is
higher than the risk of failure to detect material misstatement due to error.

(2) Understood the internal control related to audit in order to design appropriate audit
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(4) Drew a conclusion on Opriatencss of the Management's use of the going

concern assumption. At the same time, according to the obtained audit evidence, it is concluded
whether there is significant uncertainty in matters or situations that may lead to major doubts
about the Xiecheng Industrial's ability to continue operations. If we conclude that there is
material uncertainty, the auditing standards require us to draw the attention of the users of the
statements to the relevant disclosures in the financial statements in the audit report; if the
disclosure is insufficient, we should express a modified opinion. Our conclusions are based on
the information available as of the audit report date. However, future events or circumstances
may lead to the Xiecheng Industrial's unsustainable operation.

(5) Evaluated the overall presentation, structure and content of the financial statements,
and evaluated whether the financial statements fairly reflect relevant transactions and events.

(6) Obtained sufficient and appropriate audit evidence on the financial information of
entities or business activities in the Company to express audit opinions on the financial
statements. We are responsible for guiding, supervising and executing the Group audit. We take
full responsibility for the audit opinions.

We communicated with the Governance on the planned audit scope, schedule and major
audit findings, including the internal control deficiencies deserving attention that we identified

during the audit.
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(The remainder of this page-is intentionally ler‘% blank, only for signature page of the Audit
Report on the Financial Statements of Yanche|’rg Dafeng Xiecheng Industrial Development

Co., Ltd. for the year 2023) /
-n..,__//
Zhongxinghua Certified Public Chinese Certified Public Accountants:
Accountants LLP Ren Huagui
Beijing, China Chinese Certified Public Accountants:

Zhang Lan

April 26, 2024
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Preparation Company: Yancheng ‘g%g Xleohg%g 1

\l Development Co., Ltd.

Monetary unit: RMB

— —
r-n“

Note

December 31, 2023

December 31, 2022

Current assets: \- : /z ks ”-Q/

Monetary capital

Note VI.1

2,972,559,967.05

4,303,553,874.53

Settle the reserve

Lending money

Transactional financial assets

Financial assets measured at fair value and whose changes are
recorded into current profits and losses

Derivative financial assets

Notes receivable

Note VI. 2

100,000.00

4,820,000.00

Accounts receivable

Note VI. 3

1,191,137,599.31

776,238,328.22

Receivables financing

Advance payment

Note V1. 4

163,822,623.94

77,059,584.41

Premiums receivable

Accounts receivable reinsurance

Reinsurance contract reserve receivable

Other receivables

Note VL. 5

2,008,092,536.24

2,317,453,011.51

Buying back the sale of financial assets

Inventory

Note VL. 6

8,078,106,747.07

8,064,172,319.78

Contract assets

Held-for-sale assets

Non-current assets due within one year

Other current assets

Note VI. 7

63,593,749.85

55,783,501.82

Total current assets

14,477,413,223.46

15,599,080,620.27

Non-current assets:

Granting loans and advances

Debt investment

Other Debt Investment

Held-to-maturity investments

Long-term receivables

Long - term equity investment

Other equity instrument investment

Other non-current financial assets

Note VI. 8

10,000,000.00

Investment real estate

Note VI. 9

3,275,476,010.00

1,082,428,400.00

Fixed assets

Note VI. 10

42,274,228.24

14,956,804.79

Construction in progress

Note VL. 11

413,567,515.46

146,914,368.96

Capitalized biological assets

Oil and gas assets

Right-of-use asset

Intangible assets

Note VI. 12

11,818,775.14

5,223,390.73

Development expenditures

Goodwill

Long - term deferred expenses

9,023,770.48

Deferred income tax assets

Note VI. 13

391,815.09

498,291.61

Other non-cutrent assets

Total non-current assets

3,752,552,114.41

1,260,021,256.09

Total assets

18,229,965,337.87

16,859,101,876.36

Legal representative:

-F-93-

Principal in Charge of Financial Work:

Principal of Financial Department:



Ry
Preparation Company: Yancheng Dﬁafﬁfg iecherig fth
-

rial Development Co., Ltd.

Monetary unit: RMB

"”"hote

Items rﬁ ’ e December 31, 2023 December 31, 2022
Current liabilities: \-+S A T
Short-term borrowings A A _-t:: '.'\:,i Note VI. 14 1,555,921,570.01 535,590,355.82
Transactional financial liabilities . % i~ v
Financial liabilities at fair value throuM
Derivative financial liabilities
Notes payable Note VI. 15 1,302,000,000.00 3,757,090,000.00
Accounts payable Note VI. 16 175,630,698.32 41,100,127.28
Advance receipts
Payroll payable Note VI. 18 2,114.40
Contract liability Note VI. 17 173,753,854.91 99,270,847.34
Taxes and dues payable Note VI. 19 85,255,153.50 37,336,234.58
Other payables Note VI. 20 239,845,353.63 1,445,272,743.07
Held-for-sale liabilities
Non-current liabilities due within one year Note VI. 21 1,768,312,455.47 872,397,462.57
Other current liabilities Note VI. 22 251,232,707.18 151,368,626.34
Total current liabilities 5,551,951,793.02 6,939,428,511.40
Non-current liabilities:
Long-term borrowings Note VI. 23 3,724,445,307.12 2,147,741,501.62
Bonds payable
Including:Preferred stock
Perpetual bond
Lease liabilities
Long-term payables Note VI. 24 2,134,775,128.94 1,496,058,933.44
Long-term staff compensation payable
Estimated liabilities
Deferred income 52,526,202.04
Deferred income tax liabilities Note VI. 13 103,257,306.74 127,856,599.49
Other non-current liabilities Note VI. 25 120,000,000.00 300,000,000.00
Total non-current liabilities 6,135,003,944.84 4,071,657,034.55
Total liabilities 11,686,955,737.86 11,011,085,545.95
Owner's equity:
Paid-in capital Note VI. 26 1,000,000,000.00 1,000,000,000.00
Other equity instruments
Including:Preferred stock
Perpetual bond
Capital reserves Note VI. 27 4,818,348,894.50 4,437,086,290.20
Less: inventory stock
Other comprehensive incomes Note VI. 28 115,237,986.49 240,616,859.50
Special reserves
Surplus reserves Note VI. 29 23,661,715.59 8,558,141.28
General risk reserve
Undistributed profits Note VI. 30 252,659,481.96 64,224,101.99
Total owner's equity attributable to the parent company 6,209,908,078.54 5,750,485,392.97
Minority Shareholders’ equity 333,101,521.47 97,530,937.44
Total owner's equity 6,543,009,600.01 5,848,016,330.41
Total liabilities and owner's equity 18,229,965,337.87 16,859,101,876.36

Legal representative:

-F-94-

Principal in Charge of Financial Work:

Principal of Financial Department:




N

Monetary unit: RMB

Preparation Company: Yancheng Dafer{\'{i

.( A
¢xherigIndustrial Developmerd Co., Ltd.
’ i

Revisr 1 Pos2a Note Year 2023 Year 2022
1. Total operating incomes ‘ e ’. Note VL 31 944,274,974.74 960,020,489.45
Including: Operating incomes \. .‘f‘:j-'/' Note VI. 31 944,274,974.74 960,020,489.45

I1. Total operating Costs p_.: Note VI. 31 892,293,482.24 943,607,150.92

Including: Operating Costs Note VI. 31 839,464,135.68 889,315,305.77
Taxes and surcharges Note VI. 32 20,540,241.34 8,891,847.81
Sales expenses 7,014,440.84 3,668,158.83
Administrative expenses 30,006,493.86 18,346,251.04
R&D expenses
Financial expenses Note VI. 33 -4,731,829.48 23,385,587.47

Including: interest expenses 26,916,285.35 74,244,756.78

Interest incomes 33,008,599.98 59,723,825.56

Plus: other incomes Note VI. 34 978,043.69 17,376,696.08

Investment income (losses indicated with - Note VI. 35 10,650,000.00
Including: income from investments in associated enterprises and joint ventures
Revenue from derecognition of financial assets measured in amortized cost

Net exposure hedging income ( loss is indicated with *—")

Gains fiom changes in fair value(losses indicated with “-”} Note VI. 36 169,886,304.42 -3,791,910.00

Impairment loss of credit (losses indicated with ) Note VL. 37 425,906.08 -968,166.43

Impairment loss of asscts (losses indicated with “-*)

Income from disposal of assets (losses indicated with *-)

II1. Operating profit ( losses indicated with “-”) 223,271,746.69 39.679,958.18
Plus: non-operating incomes Note VI. 38 438,151.80 205,143.25
Less: non-operating expenses Note VI, 39 3,492,668.75 656,056.11

IV.Total profits (losses indicated with" -") 220,217,229.74 39,229,045.32
Less: Income tax expenses Note VI. 40 20,262,105.83 17,398,028.23

V. Net profits (Net losses indicated with “-”) 199,955,123.91 21,831,017.09

(1) classitication by business continuity

L.Net profit from continuous operation (Net losses indicated with *-")

199,955,123.91

21,831,017.09

2. Net profit from termination of operation (Net losses indicated with *-"}

(IT) classification by ownership

1. Net profit attributable to the shareholders of the parent company (Net losses indicated with =) 203,538,954.28 24,169,871.01
2. Minority shareholders' profit and loss (Net losses indicated with “-”) -3,583,830.37 -2,338,853.92
VI Net post-tax amount of other comprchensive income -116,712,561.51 6,885,531.39

(I) Owners' total comprehensive income attributable to the parent company

-125,378,873.01

6,885,531.39

1. Other comprehensive incomes cannot be reclassified into profits or losses

(1) Re-measure the amount of changes in the benefit plan

(2) Other comprehensive incomes cannot be transterred to profits or losses under the equity method

(3) Changes in fair values of other equity instrument investment

(4) Changes in fair value of enterprise’s own credit risk

(5) Others

2. Other comprehensive incomes to be reclassified into profits and losses

-125,378,873.01

6,885,531.39

(1) Other comprehensive incomes to be transferred to profits or losses under the equity method

(2) Changes in fair value of other debt investments

(3) Changes in fair values of available-for-sale financial assets investment

{4) Amount of financial assets reclassified into other comprehiensive income

(5) Reclassification of held-to-maturity investments as profit or loss on available-for-sale financial
Jassets

(6) Provision for credit impairment of other creditor’s rights investment

{7) Cash flow hedging reserve

(8) Translation difference of the foreign-currency statements

(9) Profits and losses from changes in fair values of investment rcal estate

-125,378,873.01

6,885,531.39

(II) Net after-tax of other comprehensive income attributable to minority shareholders

8,666,311.50

VIL. total comprehensive income

83,242,562.40

28,716,548.48

(I) Total comprehensive income attributable to owners of the parent company

78,160,081.27

31,055,402.40

(I1) Total comprehensive income attributable to minority sharcholders

5,082,481.13

21,831,017.09

Legal representative: Principal in Charge of Financial Work:

-F-95-

Principal of Financial Department:



BN X
P -
Preparation Company: Yancheng Dafeng }!echeng Igdustr{.ll Der\ e[op ent Co., Ltd.

Monetary unit: RMB

Lf

Items \ e 5 W

Note

Year 2023

Year 2022

L. Cash flows from operating activities: \ Zhe N/

Note VI. 41

Cash received from sale of commodities and pr-Nstp “of, lIa-bor serv1‘¢’F

711,340,174.58

678,290,136.57

Refund of taxes and levies

16,790,035.20

30,518,063.82

Other cash received related to operating activities

2,062,029,303.68

1,512,007,948.23

Subtotal of cash inflows of operating activities

2,790,159,513.46

2,220,816,148.62

Cash paid for purchase of commodities and labor services

2,100,935,229.95

3,119,655,641.96

Cash paid to and for employees

14,678,550.27

9,710,279.93

Tax payments

41,004,653.02

26,367,495.63

Other cash paid related to operating activities

412,554,676.11

1,002,096,422.08

Subtotal cash outflow from operating activities

2,569,173,109.35

4,157,829,839.60

Net cash flows from operating activities

220,986,404.11

-1,937,013,690.98

II. cash flow from investment activities:

Cash received from return on investments

Cash received from investment income

10,650,000.00

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

374,884.30

Net cash from disposal of subsidiaries and other business units

Other cash received from investment related activities

Subtotal of cash inflows of investment activities

374,884.30

10,650,000.00

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

1,495,105,415.63

34,390,595.17

Cash paid for investment

Net cash paid for acquisition of subsidiaries and other business units

Other cash paid for investment related activities

Subtotal of cash outflows of investment activities

1,495,105,415.63

34,390,595.17

Net cash flows from investment activities

-1,494,730,531.33

-23,740,595.17

IIL. Cash flows from financing activities:

Cash received from investment absorption

633,010,110.00

200,000.00

Including: the subsidiary receives cash from minority sharcholders'
investments

Cash received from obtaining loans

5,907,520,495.15

2,967,033,305.13

Other cash received related to financing activities

6,490,556,679.87

35,457,686,173.95

Subtotal of cash inflows of financing activities 13,031,087,285.02 8,424,919,479.08
Cash paid to repay debts 2,274,810,320.74 2,025,275,481.40
Cash paid to distribute dividends, profits or pay interest 182,678,433.03 283,981,492.20

Including: dividends and profits paid by subsidiaries to minority
shareholders

Other cash paid related to financing activities

9,353,426,129.48

4,131,708,757.67

Subtotal of cash outflows of financing activities 11,810,914,883.25 6,440,965,731.27

Net cash flows from financing activities 1,220,172,401.77 1,983,953,747.81

IV. impact of exchange rate changes on cash and cash equivalents 38,858.64 227,044.27
V. Net increase in cash and cash equivalents -53,532,866.81 23,426,505.93
Plus: opening balance of cash and cash equivalents 243,531,709.85 220,105,203.92
VI. Closing balance of cash and cash equivalents 189,998,843.04 243,531,709.85

Legal representative:

-F-96-

Principal in Charge of Financial Work:

Principal of Financial Departn




Consolidated Statement of Changes in Owner’s Equity

Preparation Company: Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Monetary unit: RMB

Items

Year 2023

Owners' equities attributable to the parent company

Paid-in capital

Other equity instruments

Preferred
stock

Perpetual
bond

Other

Other
comprehensive
incomes

Less:
inventory
stock

Special

Capital reserves
reserves

Surplus
reserves

Undistributed
profits

Subtotal

Minority
Shareholders'
equity

Total owner's
equity

I. Closing balance of previous year

1,000,000,000.00

4,437,086,290.20 240,616,859.50

8,558,141.28

64,224,101.99

5,750,485,392.97

97,530,937.44

5.848,016,330.41

Plus: changes to accounting policies

Correction of prior period errors

Other

II. opening balance of this year

1,000,000,000.00

4,437,086,290.20 240,616,859.50

8,558,141.28

64,224,101.99

5,750,485,392.97

97,530,937.44

5.848,016,330.41

III. Increase of this year (decrease indicated with “-)

381,262,604.30 -125,378,873.01

15,103,574.31

188,435,379.97

459,422,685.57

235,570,584.03

694,993,269.60)

(I) Total comprehensive income

-125,378.873.01

203,538,954.28

78,160,081.27

5,082,481.13

83,242.,562.40

(IT) Investments of owners and reduced capital

381,262,604.30

381,262,604.30

230,488,102.90

611,750,707.20)

1. Investments of owners and reduced capital

381,262,604.30

381,262,604.30

230,488,102.90

611,750,707.20

2. Capital investments of other equity instrument holders

3. Amount of the share-based payments in the owners' equity

4. Other

(TIT) Distribution of profits

15,103,574.31

-15,103,574.31

1. Withdrawal of surplus reserves

15,103,574.31

-15,103,574.31

2. extraction of general risk reserve

3. Distribution to owners

4. Other

(IV) Internal carry-over shareholders’ equity

1. Conversion of capital reserve into capital

2. Conversion of surplus reserve into capital

3. Conversion of surplus reserve into capital

4. Set the amount of changes in the benefit plan to carry forward
retained earnings

5. Carry-forward of other comprehensive income to retained
earnings

6. Other

(V) Special reserve

1. Withdrawal of this period

2. Utilization of this period

(VI) Other

IV.Closing balance of this year

1,000,000,000.00

4,818,348,894.50 115,237,986.49

23,661,715.59]

252,659,481.96

6,209,908,078.54

333,101,521.47

6,543,009,600.01

Legal representative:

Principal in Charge of Financial Work:

Principal of Financial Department:

-F-97-



Consolidated Statement of Changes in Owner’s Equity (Continued)

Preparation Company: Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Monetary unit: RMB

Items

Year 2022

Owners' equities attributable to the parent company

Paid-in capital

Other equity instruments

Preferred
stock

Perpetual
bond

Other

Capital reserves

Less:

inventory

stock

Other
comprehensive
incomes

Special
reserves

Surplus
reserves

Undistributed
profits

Subtotal

Minority
Shareholders'
equity

Total owner's equity

1. Closing balance of previous year

1,000,000,000.00

2,917,025,851.83

233,731,328.11

6,297,578.38

42,314,793 88

4,199,369,552.20

99,669,791.36

4,299,039,343.56

Plus: changes to accounting policies

Correction of prior period errors

Other

11. opening balance of this year

1,000,000,000.00

2,917,025,851.83

233,731,328.11

6,297,578.38

42,314,793 .88

4,199,369,552.20

99,669,791.36

4,299,039,343.56

111 Increase of this year (decrease indicated with “-)

1,520,060,438.37

6,885,531.39

2,260,562.90

21,909,308.11

1,551,115,840.77

-2,138,853.92

1,548,976,986.85|

(I) Total comprehensive income

6,885,531.39

24,169,871.01

31,055,402.40

-2,338,853.92

28,716,548.48

(IT) Investments of owners and reduced capital

1,520,060,438.37

1,520,060,438.37

200,000.00

1,520,260,438.37

1. Investments of owners and reduced capital

1,520,060,438.37

1,520,060,438.37

200,000.00

1,520,260,438.37

2. Capital investments of other equity instrument holders

3. Amount of the share-based payments in the owners' equity

4. Other

(III) Distribution of profits

2,260,562.90

-2,260,562.90

1. Withdrawal of surplus reserves

2,260,562.90

-2,260,562.90

2. extraction of general risk reserve

3. Distribution to owners

4. Other

(IV)Internal carry-over shareholders’ equity

1. Conversion of capital reserve into capital

2. Conversion of surplus reserve into capital

3. Conversion of surplus reserve into capital

4. Set the amount of changes in the benefit plan to carry forward
retained earnings

5. Carry-forward of other comprehensive income to retained
earnings

6. Other

(V) Special reserve

1. Withdrawal of this period

2. Utilization of this period

(VI) Other

1V.Closing balance of this year

1,000,000,000.00

4,437,086,290.20

240,616,859.50

8,558,141.28

64,224,101.99

5,750,485,392.97

97,530,937.44

5,848,016,330.41

Legal representative:

Principal in Charge of Financial Work:

-F-98-

Principal of Financial Department:



Balance Sheet

Preparation Company: Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Monetary unit: RMB

Items Note

December 31, 2023

December 31, 2022

Current assets:

Monetary capital

1,880,607,020.40

2,267,362,102.25

Transactional financial assets

Financial assets measured at fair value and whose
changes are recorded into current profits and losses

Derivative financial assets

Notes receivable

4,000,000.00

Accounts receivable Note XI.1 16,444,797.99 19,526,964.15
Receivables financing
Advance payment 142,603,519.24 33,750,866.74
Other receivables Note XI.2 1,169,575,261.37 1,053,568,629.50
Inventory 250,917,842.13 75,976,198.05
Contract assets
Held-for-sale assets
Non-current assets due within one year
Other current assets 2,079,671.86 3,671,847.88
Total current assets 3,462,228,112.99 3,457,856,608.57
Non-current assets:
Debt investment
Other Debt Investment
Long-term receivables
Long - term equity investment Note XI1.3 3,832,629,091.89

3,638,888,494.69

Other equity instrument investment

Other non-current financial assets

10,000,000.00

Investment real estate

458,171,410.00

968,584,300.00

Fixed assets

5,018,114.22 5,475,622.68
Construction in progress 13,792,513.81 9,988,540.33
Capitalized biological assets
Oil and gas assets
Right-of-use asset
Intangible assets
Development expenditures
Goodwill
Long - term deferred expenses
Deferred income tax assets 359,083.21 242,041.61
Other non-current assets
Total non-current assets 4,309,970,213.13 4,633,178,999.31
Total assets 7,772,198,326.12 8,091,035,607.88

Legal representative:

Principal in Charge of Financial Work:

-F-99-

Principal of Financial Department:



Balance Sheet (Continued)

Preparation Company: Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Monetary unit: RMB

Items

Note

December 31, 2023

December 31, 2022

Current liabilities:

Short-term borrowings

1,008,201,797.52

260,435,475.00

Transactional financial liabilities

Derivative financial liabilities

Notes payable

800,000,000.00

1,805,000,000.00

Accounts payable

13,007,238.86

12,907,330.11

Advance receipts

Contract liability

5,752,212.39

Payroll payable

Taxes and dues payable

51,617,885.45

9,389,121.52

Other payables

21,051,458.30

481,810,454.46

Held-for-sale liabilities

Non-current liabilities due within one year

247,212,939.00

11,964,117.00

Other current liabilities

130,747,787.61

50,000,000.00

Total current liabilities

2,277,591,319.13

2,631,506,498.09

Non-current liabilities:

Long-term borrowings

Bonds payable

Including:Preferred stock

Perpetual bond

Lease liabilities

Long-term payables

361,852,385.00

460,389,950.00

Long-term staff compensation payable

Estimated liabilities

Deferred income

Deferred income tax liabilities

70,980,099.79

113,133,073.49

Other non-current liabilities

Total non-current liabilities

432,832,484.79

573,523,023.49

Total liabilities

2,710,423,803.92

3,205,029,521.58

Owner's equity:

Paid-in capital

1,000,000,000.00

1,000,000,000.00

Other equity instruments

Including:Preferred stock

Perpetual bond

Capital reserves

3,827,429,091.89

3,633,688,494.69

Less: inventory stock

Other comprehensive incomes

66,293,266.06

235,301,170.44

Special reserves

Surplus reserves 23,661,715.59 8,558,141.28
Undistributed profits 144,390,448.66 8,458,279.89
Total owner's equity 5,061,774,522.20 4,886,006,086.30

Total liabilities and owner's equity

7,772,198,326.12

8,091,035,607.88

Legal representative:

Principal in Charge of Financial Work:

-F-100-

Principal of Financial Department:




Statement of Income

Preparation Company: Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Monetary unit:

RMEB
Items Note Year 2023 Year 2022

I. Operating incomes Note X1.4 113,218,469.40 137,361,107.73

Less: operating Cost Note X1.4 105,056,838.86 133,976,045.31
Taxes and surcharges 4,012,930.99 1,921,870.50,
Sales expenses
Administrative expenses 1,677,989.45 6,382,233.45
R&D expenses
Financial expenses 19,971,068.01 -14,125,980.51

Including: interest expenses 43,051,897.11
Interest incomes 59,259,419.32
Plus: other incomes 17,000.00
Investment income (losses indicated with “-) Note XI.5 10,650,000.00,
Including: income from investments in associated enterprises and joint ventures
Revenue from derecognition of financial assets measured in amortized cost

Net exposure hedging income ( loss is indicated with “—”

Gains from changes in fair value(losses indicated with “-”) 169,420,414.38 11,367,800.00

Impairment loss of credit (losses indicated with “-”*) -468,166.42 -968,166.43

Impairment loss of assets (losses indicated with “-”")

Income from disposal of assets (losses indicated with “-”")

I1. operating profit (losses indicated with “-) 151,468,890.05 30,256,572.55|
Plus: non-operating incomes 1.00 5,000.00
Less: non-operating expenses 451,187.17 204,189.33

I11.Total profits (losses indicated with*“-”) 151,017,703.88 30,057,383.22
Less: Income tax expenses -18,039.20 7,451,754.20

IV. Net profits (Net losses indicated with “-”) 151,035,743.08 22,605,629.02
(I) Net profit from continuous operation (Net losses indicated with “-) 151,035,743.08 22,605,629.02
(ID) Net profit from termination of operation (Net losses indicated with “-”)

V. Net post-tax amount of other comprehensive income -169,007,904.38 1,569,842.33

(I) Other comprehensive incomes cannot be reclassified into profits or losses

1. Re-measure the amount of changes in the benefit plan

2. Other comprehensive incomes cannot be transferred to profits or losses under the

equity method

5. Other

(I) Other comprehensive incomes to be reclassified into profits and losses -169,007,904.38 1,569,842.33

1. Other comprehensive incomes to be transferred to profits or losses under the equity

method

2. Changes in fair value of other debt investments

7. Cash flow hedging reserve

8. Translation difference of the foreign-currency statements

9. Profits and losses from changes in fair values of investment real estate -169,007,904.38 1,569,842.33

VI. Total comprehensive incomes -17,972,161.30 24,175,471.35

Legal representative: Principal in Charge of Financial Work:

-F-101-

Principal of Financial Department:



Cash Flow Statement

Preparation Company: Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Monetary unit:
RME,

Items

Note

Year 2023

Year 2022

I. Cash flows from operating activities:

Cash received from sale of commodities and provision of labor services

139,812,945.42

201,827,082.53

Refund of taxes and levies

Other cash received related to operating activities

520,859,456.36

72,101,474.09

Subtotal of cash inflows of operating activities

660,672,401.78

273,928,556.62

Cash paid for purchase of commodities and labor services

297,139,682.75

251,991,184.30

Cash paid to and for employees

Tax payments 2,420,754.97 5,594,265.94
Other cash paid related to operating activities 120,829,057.21 2,026,744.49
Subtotal cash outflow from operating activities 420,389,494.93 259,612,194.73
Net cash flows from operating activities 240,282,906.85 14,316,361.89
I1. cash flow from investment activities:
Cash received from return on investments
Cash received from investment income 10,650,000.00,
Net cash from disposal of fixed assets, intangible assets and other long-term assets
Net cash from disposal of subsidiaries and other business units
Other cash received from investment related activities
Subtotal of cash inflows of investment activities 10,650,000.00
Othgrals(})lnze_lig Hfrc;raestzgtl;isition and construction of fixed assets, intangible assets and 3.847.33631 0.922,464.74
Cash paid for investment
Net cash paid for acquisition of subsidiaries and other business units
Other cash paid for investment related activities
Subtotal of cash outflows of investment activities 3,847,336.31 9,922,464.74
Net cash flows from investment activities -3,847,336.31 727,535.26)

I11. Cash flows from financing activities:

Cash received from investment absorption

Cash received from obtaining loans

1,482,259,585.13

885,935,475.00

Other cash received related to financing activities

2,639,002,164.68

2,266,023,339.46

Subtotal of cash inflows of financing activities

4,121,261,749.81

3,151,958,814.46

Cash paid to repay debts

517,034,218.00

320,544,616.33

Cash paid to distribute dividends, profits or pay interest

18,938,271.45

43,051,897.11

Other cash paid related to financing activities

3,799,076,401.07

2,815,144,676.21

Subtotal of cash outflows of financing activities

4,335,048,890.52

3,178,741,189.65

Net cash flows from financing activities

-213,787,140.71

-26,782,375.19

IV. impact of exchange rate changes on cash and cash equivalents

V. Net increase in cash and cash equivalents

22,648,429.83

-11,738,478.04

Plus: opening balance of cash and cash equivalents

8,359,937.57

20,098,415.61

VI. Closing balance of cash and cash equivalents

31,008,367.40

8,359,937.57

Legal representative: Principal in Charge of Financial Work:
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Preparation Company: Yancheng Dafeng Xiecheng Industrial Develoj

Statement of Changes in Owner’s Equity

ment Co., Ltd.

Monetary unit: RMB

Year 2023
Other equity instruments .
Items . . . . Less: Other . Special Surplus Undistributed | Total owner's
Paid-in capital | p oferred Capital reserves | inventory | comprehensive reserves reserves rofits equit
stock | Ferpetual( Other stock incomes P quity
hond
1. Closing balance of previous year 1,000,000,000.00 3,633,688,494.69 235,301,170.44 8,558,141.28 8,458,279.89| 4,886,006,086.30
Plus: changes to accounting policies
Correction of prior period errors
Other
11. Opening balance of this year 1,000,000,000.00 3,633,688,494.69 235,301,170.44] 8,558,141.28 8,458,279.89| 4,886,006,086.30
111 Increase of this year (decrease indicated with “-) 193,740,597.20 -169,007,904.38 15,103,574.31 | 135,932,168.77 175,768,435.90

(I) Total comprehensive income

-169,007,904.38

151,035,743.08

-17,972,161.30

(IT) Investments of owners and reduced capital

193,740,597.20

193,740,597.20

1. Investments of owners and reduced capital

193,740,597.20

193,740,597.20

2. Capital investments of other equity instrument holders

3. Amount of the share-based payments in the owners' equity

4. Other

(III) Distribution of profits

15,103,574.31

-15,103,574.31

1. Withdrawal of surplus reserves

15,103,574.31

-15,103,574.31

2. Extraction of general risk reserve

3. Distribution to owners

4. Other

(IV) Internal carry-over shareholders’ equity

1. Conversion of capital reserve into capital

2. Conversion of surplus reserve into capital

3. Conversion of surplus reserve into capital

4. Set the amount of changes in the benefit plan to carry forward
retained earnings

5. Carry-forward of other comprehensive income to retained earnings

6. Other

(V) Special reserve

1. Withdrawal of this period

2. Utilization of this period

(VI) Other

IV.Closing balance of this year

1,000,000,000.00

3,827,429,091.89

66,293,266.06

23,661,715.59

144,390,448.66

5,061,774,522.20)

Legal representative:

Principal in Charge of Financial Work:
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Statement of Changes in Owner’s Equity (Continued)

Preparation Company: Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Monetary unit: RMB

Items

Year 2022

Paid-in capital

Other equity instruments

Preferred
stock

Perpetual
bond

Other

Capital reserves

Less:
inventory
stock

Other

comprehensive

incomes

Special
reserves

Surplus
reserves

Undistributed
profits

Total owner's equity|

1. Closing balance of previous year

1,000,000,000.00

3,633,688,494.69

233,731,328.11

6,297,578.38

-11,886,786.23

4,861,830,614.95

Plus: changes to accounting policies

Correction of prior period errors

Other

I1. opening balance of this year

1,000,000,000.00

3,633,688,494.69

233,731,328.11

6,297,578.38

-11,886,786.23

4,861,830,614.95

II1. Increase of this year (decrease indicated with “-”)

1,569,842.33

2,260,562.90

20,345,066.12

24,175,471.35

(I) Total comprehensive income

1,569,842.33

22,605,629.02

24,175,471.35

(IT) Investments of owners and reduced capital

1. Investments of owners and reduced capital

2. Capital investments of other equity instrument holders

3. Amount of the share-based payments in the owners' equity

4. Other

(IIT) Distribution of profits

2,260,562.90

-2,260,562.90

1. Withdrawal of surplus reserves

2,260,562.90

-2,260,562.90

2. Extraction of general risk reserve

3. Distribution to owners

4. Other

IV)Internal carry-over shareholders’ equi
Y quity

1. Conversion of capital reserve into capital (or capital stock)

2. Conversion of surplus reserve into capital (or capital stock)

3. Conversion of surplus reserve into capital

4. Set the amount of changes in the benefit plan to carry
forward retained earnings

5. Carry-forward of other comprehensive income to retained
earnings

6. Other

(V) Special reserve

1. Withdrawal of this period

2. Utilization of this period

(VI) Other

IV.Closing balance of this year

1,000,000,000.00

3,633,688,494.69

235,301,170.44

8,558,141.28

8,458,279.89

4,886,006,086.30f

Legal representative:

Principal in Charge of Financial Work:

Principal of Financial Department:
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Notes to the 2023 Financial Statements of Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.
Notes to 2023 Financial Statements

(Unless otherwise specified, the currency unit in the Notes is in RMB)

I. Basic information of the Company

(I) Place of registration and form of organization of the Company

Yancheng Dafeng Xiecheng Industrial Development Co., Ltd. (hereinafter referred to as the
Company), established on April 10, 2014, was invested and established by Yancheng Dafeng Urban
Construction Group Co., Ltd. with an initial registered capital of 100 million yuan. After the capital
increase, the existing registered capital is 1 billion yuan.

The Company's unified social credit code: 913209820934471503, registered address: No.82 Jiankang
East Road, Dafeng District, Yancheng City, actual business address: No.7 Feida East Road, Dafeng District,
Yancheng City, legal representative: Ji Minggen, enterprise type: limited liability company (wholly state-
owned).

(II) Business scope of the Company

Infrastructure construction; pipeline engineering construction; house demolition; land consolidation;
sales of building materials; municipal engineering construction; building decoration design; furniture
manufacturing; freight forwarding agent; cultivation of vegetables, fruits, flowers and trees; aquaculture;
development and construction of solar power projects; power generation and electricity sales of solar
photovoltaic; development and construction of wind power project; generation and electricity sales of wind
power. (Any item that needs to be approved by law can be operated only after obtaining approval by
relevant authorities, and specific business items shall be subject to approval documents or licenses of
relevant authorities) Licensed items: import and export of goods; technology import and export; Import and
export agency (items subject to approval according to law can only be operated after being approved by
relevant departments, and specific business items shall be subject to the approval results) General items:
sales of coal and products; sales of non-metallic minerals and products; sales of metal materials; sales of
metal ore; sales of metal products; sales of daily wood products; sales of cork products; sales of chemical
products (excluding licensed chemical products); sales of machinery and equipment; sales of mechanical
parts and parts; sales of electronic products; sales of agricultural and sideline products; sales of animal
husbandry and fishery feed; sales of cement products; sales of automobile new cars; wholesale of auto
spare parts; sales of special equipment; sales of Class I medical devices; sales of petroleum products
(excluding hazardous chemicals); sales of batteries; wire and cable management (except for items subject
to approval according to law, business activities shall be independently carried out according to law with
business license)

(III) Approval for publication of financial statements

These financial statements have been approved for release by the resolution of directors of the

1
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Company's board.

(IV) Scope of consolidated financial statements

Consolidation scope of the Company is determined according to control right, and all subsidiaries
shall be consolidated in the consolidated financial statements. A total of 11 subsidiaries were included in
the scope of consolidation this year, 2 more than last year. They are Yancheng Dafeng Fushouyuan
Cemetery Co., Ltd. and Yancheng Dafeng Liangyuan Wedding Ceremony Service Co., Ltd.; 1 subsidiary,
Yancheng Dafeng Huiju Development and Construction Co., Ltd., was removed from the scope of
consolidation. The details of the subsidiaries during the reporting period can be found in Note VIII.

I1. Presentation basis of financial statements

(I) Basis of preparation

The Company prepares financial statements based on going concern, based on actual transactions and
events, and in accordance with the accounting standards for enterprises standards and application
guidelines, explanations and other relevant provisions promulgated by the Ministry of Finance (collectively
referred to as the "Accounting Standards for Enterprises").

According to the relevant provisions of enterprise accounting standards, the accounting of the
Company is based on accrual basis. Except for certain financial instruments, the financial statements are
measured on a historical cost basis. If an asset is impaired, the corresponding provision for impairment
shall be made according to relevant regulations.

(I) Going-concern

These financial statements are presented on a going concern basis and the Company has a going
concern capability for at least 12 months the end of the reporting period.

II1. Statement on compliance with the Accounting Standards for Business Enterprises

The financial statements prepared by the Company comply with the Accounting Standards for
Business Enterprises, and truly and completely reflect the financial status of consolidated and parent
company as of December 31, 2023, and operating results, cash flow of the consolidated and parent
company in 2023.

IV. Significant accounting policies and accounting estimates

(I) Accounting period

The fiscal year of the Company adopts the Gregorian calendar year, i.e. from January 1 to December
31 each year.

(IT) Operating cycle

The Company takes one year (12 months) as a normal operating cycle.

(IIT) Functional currency

Renminbi is chosen as the functional currency.

(IV) Accounting method for merger of enterprises under the common control and not under the
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common control

Business combination refers to a transaction or event bringing together two or more separate
enterprises into one reporting entity. The business combination is divided into business combination under
the same control and business combination not under the same control.

1. Accounting method for merge of enterprises under the common control

A business merger under the same control is a business merger in which all of the combining
enterprises are ultimately controlled by the same party or the same parties both before and after the
business merger and on which the control is not temporary. In a business combination under the same
control, the party which obtains the control on other combining enterprise(s) on the combining date is the
combining party, and other combining enterprise(s) is (are) the combined party. The "combining date"
refers to the date on which the combining party actually obtains control on the combined party.

The assets and liabilities acquired by the Company in a business merger shall be measured according
to the book value of the assets and liabilities of the combined party (including the goodwill formed by
acquisition of the combined party by the ultimate controlling party) in the consolidated financial statements
of the ultimate controlling party on the combining date. As for the balance between the book value of the
net assets obtained and the book value of the consideration paid by it (or the total face value of the shares
issued), the equity premium in the capital reserve shall be adjusted.

The direct cost occurred in the business combination is recorded into the profit or loss for the period
when they actually occurred.

2. Accounting method for merge of enterprises not under the common control

If an enterprise participating in the combination are not ultimately controlled by the same party or the
same parties before and after the combination, it is a business combination not under the same control. In a
business combination not under the same control, the party which obtains the control on other combining
enterprise(s) on the purchase date is the acquirer, and other combining enterprise(s) is (are) the acquiree.
The purchase date refers to the date on which the acquirer actually obtains control over the acquiree.

For business combinations not under the same control, consolidation costs shall include the assets paid
by the acquirer to obtain control over the acquiree on the purchase date, the liabilities incurred or assumed,
and the fair value of equity securities issued. Intermediary fees such as auditing, legal services, evaluation
and consultation and other management fees incurred for business combination shall be included in the
current profits and losses when they are incurred. The transaction costs of equity securities or debt
securities issued by the purchaser as merger consideration are included in the initial recognition amount of
equity securities or debt securities. The contingent consideration involved shall be included in the
consolidated cost according to its fair value on the purchase date. If new or further evidence of the existing

situation on the purchase date appears within 12 months after the purchase date and it is necessary to adjust
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the contingent consideration, the consolidated goodwill shall be adjusted accordingly. The combination
costs incurred by the acquirer and the identifiable net assets acquired in the combination are measured at
the fair value at the purchase date. The difference between the combined cost and the fair value share of the
identifiable net assets of the acquiree at the purchase date obtained in the combination is recognized as
goodwill. If the combined cost is less than the fair value share of the identifiable net assets of the acquiree
obtained in the combination, firstly, the fair value of identifiable assets, liabilities and contingent liabilities
of the acquiree and the measurement of combined cost are reviewed. If the combined cost is still less than
the fair value share of identifiable net assets of the acquiree obtained in the combination after review, the
difference shall be included in the current profits and losses.

For the deductible temporary difference of the acquiree obtained by the acquirer, if the deferred
income tax assets are not recognized on the purchase date because they do not meet the conditions for
recognition of deferred income tax assets, then within 12 months after the purchase date, if new or further
information is obtained to show that the relevant situation on the purchase date already exists and the
economic benefits brought by the deductible temporary difference of the acquired party can be realized, the
relevant deferred income tax assets will be recognized, and goodwill will be reduced at the same time. If
goodwill is insufficient to offset, the difference will be recognized as current profits and losses; in addition
to the above, if deferred income tax assets related to business combination are recognized, they shall be
included in the profits and losses of the current period.

Where a business combination not under common control is realized in stages through multiple
transactions, it is judged whether these transactions are considered to be a “package transaction” according
to the Notice of the Ministry of Finance on Issuing Interpretation No.5 of the Accounting Standards for
Business Enterprises (Cai Kuai [2012] No.19) and Article 51 of the Accounting Standards for Enterprises
No.33 - Consolidated Financial Statements (see Note IV (V), which set out the criteria defining a package
transaction. If it is a "package transaction", these transactions are accounted in accordance with the
previous paragraphs of this section and Note IV (XV) “Long-term Equity Investment”. If no, relevant
accounting treatments shall be undertaken individually in separate financial statements and in consolidated
financial statements:

In individual financial statements, the sum of the book value of the equity investment held by the
acquired party before the purchase date and the newly added investment cost on the purchase date shall be
taken as the initial investment cost of the investment; where the equity of the acquiree held before the
purchase date involves other comprehensive income, at the time of disposal of the investment, other
comprehensive income related to it is accounted for on the same basis as the acquiree directly disposes of
the related assets or liabilities (i.e., except for the corresponding share of the changes caused by the

remeasurement of the net liabilities or net assets of the defined benefit plan by the acquired party calculated
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according to the equity method, the rest is transferred to the current investment income).

In the consolidated financial statements, the equity of the acquired party held before the purchase date
is re-measured according to the fair value of the equity on the purchase date, and the difference between the
fair value and its book value is included in the current investment income; where the equity of the acquiree
held before the purchase date involves other comprehensive income, other comprehensive income related
to it should be accounted for on the same basis as the acquiree's direct disposal of related assets or
liabilities (i.e., except for the corresponding share of the changes caused by the remeasurement of the net
liabilities or net assets of the defined benefit plan by the acquired party calculated according to the equity
method, the rest is transferred to the current investment income on the purchase date).

(V) Preparation method of consolidated financial statements

1. Principles for determining the scope of consolidated financial statements

The consolidation scope of consolidated financial statements is determined on the basis of control.
Control means that the Company has the power over the investee, enjoys variable returns by participating
in the relevant activities of the investee, and has the ability to use the power over the investee to influence
the amount of returns. The scope of the merger includes the company and all its subsidiaries. Subsidiary
refers to the main body controlled by the Company.

The Company will re-evaluate the relevant elements involved in the above control definition as a
result of changes in relevant facts and situations.

2. Preparation method of consolidated financial statements

From the date of obtaining the net assets of subsidiaries and the actual control rights of production and
operation decisions, the Company began to bring them into the consolidation scope; it shall stop being
included in the consolidation scope from the date of losing the actual control right. For the disposed
subsidiaries, the operating results and cash flows before the disposal date have been properly included in
the consolidated income statement and consolidated cash flow statement; for subsidiaries disposed of in the
current period, the beginning balance of the consolidated balance sheet will not be adjusted. The operating
results and cash flows after the purchase date of a subsidiary increased by business combination not under
the same control have been properly included in the consolidated income statement and consolidated cash
flow statement, and the beginning balance and comparative amount of the consolidated financial statements
are not adjusted. The operating results and cash flows from the beginning of the consolidation period to the
consolidation date of the subsidiaries that have been increased by business combination under the same
control have been properly included in the consolidated income statement and consolidated cash flow
statement, and the comparison amount of the consolidated financial statements has been adjusted at the
same time.

In the preparation of consolidated financial statements, if the accounting policies or accounting
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periods adopted by a subsidiary are inconsistent with those adopted by the Company, necessary
adjustments shall be made to the financial statements of the subsidiary in accordance with the accounting
policies and accounting periods of the Company. For subsidiaries acquired through the merger of
enterprises not under the common control, their financial statements shall be adjusted based on the fair
value of identifiable net assets on the purchase date.

All material balances, transactions and unrealized profits within the Company shall be offset at the
time of preparation of the consolidated financial statements.

Shareholders' equity of subsidiaries and the part of current net profit and loss not owned by the
Company shall be separately presented as minority shareholders' equity and minority shareholders' profit
and loss in the consolidated financial statements under shareholders' equity and net profit. The share of
minority shareholders' equity in the current net profit and loss of subsidiaries shall be presented as
"minority shareholders' profit and loss" under the net profit item in the consolidated income statement. If
the minority shareholders' share of the subsidiary's losses exceeds the minority shareholders' share in the
initial shareholders' equity of the subsidiary, it still offsets the minority shareholders' equity.

When the control of the original subsidiary is lost due to the disposal of part of the equity investment
or other reasons, the remaining equity shall be re-measured according to its fair value on the date of loss of
control. The sum of the consideration obtained for disposal of the equity and the fair value of the remaining
equity, less the difference between the shares of the original subsidiary's net assets calculated on the basis
of the original shareholding ratio and the shares of the original subsidiary's net assets continuously
calculated from the date of purchase or the date of merger, is included in the investment income of the
current period when the control right is lost. Other comprehensive income related to the equity investment
of the original subsidiary shall be accounted on the same basis as the direct disposal of related assets or
liabilities by the acquired party in case of loss of control (i.e., except for the changes caused by
remeasuring the net liabilities or net assets of the defined benefit plan in the original subsidiary, the rest
shall be transferred to the current investment income). Thereafter, the remaining equity shall be
subsequently measured in accordance with relevant provisions such as Accounting Standards for Business
Enterprises No.2-Long-term Equity Investment or Accounting Standards for Business Enterprises No.22-
Recognition and Measurement of Financial Instruments. For details, please refer to Note IV (XV) “Long-
term Equity Investment” or Note IV (IX) “Financial Instruments".

If the Company loses the control rights of the subsidiary through multiple transactions by step-by-step
dispose, it is necessary to distinguish whether the transactions of disposing of the equity investment in
subsidiaries until the loss of control rights are package transactions. If the terms, conditions and economic
impact of various transactions dealing with equity investment in subsidiaries meet one or more of the

following conditions, it usually indicates that multiple transactions should be treated as a package
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transaction: (1) These transactions are concluded at the same time or in consideration of each other's
influence; (2) These transactions only as a whole can achieve a complete business result; (3) The
occurrence of one transaction depends on the occurrence of at least one other transaction; (4) A transaction
is uneconomical when viewed alone, but it is economical when considered together with other transactions.
If it is not a package transaction, each transaction shall be accounted for according to the applicable
principles of "partial disposal of long-term equity investment in subsidiaries without loss of control” (see
Note IV(XV) 2(4)) and "loss of control over original subsidiaries due to disposal of partial equity
investment or other reasons" (see the previous paragraph for details). If the transactions of disposing of
equity investment in subsidiaries until the loss of control rights belong to a package transaction, each
transaction shall be treated as a transaction of disposing of subsidiaries and losing control rights for
accounting treatment; however, the difference between the disposal price before the loss of control and the
share of the net assets of the subsidiary corresponding to the disposal investment is recognized as other
comprehensive income in the consolidated financial statements, and is transferred to the profits and losses
of the current period when the control is lost.

(VI) Joint venture arrangement classification and joint operation accounting method

A joint venture arrangement refers to an arrangement jointly controlled by two or more participants.
According to the rights and obligations of the Company under the joint venture arrangement, the joint
venture arrangement is divided into Joint Venture and joint operation. Joint operation refers to a joint
venture arrangement in which the Company enjoys the assets related to the arrangement and bears the
liabilities related to the arrangement. A joint venture refers to a joint venture arrangement in which the
company only has rights to the net assets of the arrangement.

The Company's investments in joint ventures are accounted for by the equity method and are treated in
accordance with the accounting policies set out in Note IV (XV) 2(2) “Long-term Equity Investments
Accounting by the Equity Method".

As a joint venture party of the joint operation, the Company shall recognize the assets held separately
and the liabilities assumed separately by the Company, and recognize the assets held jointly and the
liabilities assumed jointly according to the Company's share; recognize the income generated from the sale
of the Company's share of joint operating output; recognize the income generated from the sale of output in
joint operations according to the Company's share; recognize the expenses incurred by the Company alone
and the expenses incurred by joint operations according to the Company's share.

When the Company invests in or sells assets to a joint operation as a joint venture party (the assets do
not constitute business, the same below), or purchases assets from a joint operation, the Company shall
only recognize the part of the gains and losses arising from the transaction that belongs to other participants

in the joint operation before the assets are sold to a third party. If these assets suffer asset impairment losses
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that meet the requirements of Accounting Standards for Business Enterprises No.8-Asset Impairment, the
Company will fully recognize the losses when the Company invests or sells assets to the joint operation; in
the case of assets purchased by the Company from joint operation, the Company shall recognize the loss
according to its share.

(VII) Recognition criteria of the cash and cash equivalents

The cash and cash equivalents of the Company include cash on hand, deposits readily available for
payment and the investment with short term held by the Company (generally due within three months from
the date of purchase), strong liquidity, easy conversion into known amounts cash, and small risk of changes
in value.

(VIII) Translation of foreign currency business and foreign currency statements

1. Conversion method of foreign currency transactions

Foreign currency transactions of the Company shall be converted into the functional currency amount
at the spot exchange rate of the trading day upon initial recognition, but foreign currency exchange
business or transactions involving foreign currency exchange shall be converted into the functional
currency amount at the actual exchange rate.

2. Conversion methods for foreign currency monetary items and foreign currency non-monetary items

On the balance sheet date, foreign currency monetary items are translated at the spot exchange rate of
the balance sheet date, and the exchange difference resulting therefrom, except: (1) the exchange difference
arising from special foreign currency loans related to the acquisition and construction of assets eligible for
capitalization shall be treated in accordance with the principle of capitalization of borrowing costs; and (2)
foreign currency monetary items available for sale, except for exchange differences arising from changes in
book amounts other than amortized cost, which are included in other comprehensive income, are included
in the current profits and losses.

If the preparation of consolidated financial statements involves overseas operations, and if there are
foreign currency monetary items that substantially constitute net investment in overseas operations, the
exchange difference arising from exchange rate changes shall be included in other comprehensive income;
when disposing of overseas operations, it shall be included in the profits and losses of the current period.

Foreign currency non-monetary items measured at historical cost are still measured using the
functional currency amount translated at the spot exchange rate on the transaction date. Foreign currency
non-monetary items measured at the fair value are translated at the spot exchange rate at the date of fair
value evaluation, and he difference between the translated amount in the functional currency and the
original amount in the functional currency is treated as changes in fair value (including exchange rate
changes) and recorded in current profit or loss or recognized as other comprehensive income.

3. Accounting treatment method for conversion of foreign currency statements

-F-112-



Notes to the 2023 Financial Statements of Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

(1) The Company converts the financial statements of overseas operations according to the following
methods:

The asset and liability items in the balance sheet are translated at the spot exchange rate ruling on the
balance sheet date; the owners’ equity items other than “undistributed profits” are translated at the spot
exchange rate ruling on accrual.

The income and expense items in the income statement are translated at the spot exchange rate on the
date of the transaction or at the exchange rate determined according to a systematic and reasonable method
and similar to the spot exchange rate on the date of the transaction.

The translation difference of foreign currency financial statements resulting from the translation
according to the above methods is presented in the "Other comprehensive income" item of owner's equity
in the consolidated balance sheet.

(2) The Company converts the financial statements of overseas operations in a hyperinflationary
economy according to the following methods:

The Company restates the items in the balance sheet using the general price index and the items in the
income statement using the changes in the general price index, and then converts them at the spot exchange
rate on the balance sheet date.

When the overseas operation is no longer in a hyperinflationary economy, the Company ceases
restating the financial statements, and converts them according to the restated financial statements at the
price level on the date of cessation.

(3) When the Company disposes of overseas operations, the conversion difference of foreign currency
financial statements related to the overseas operations presented under other comprehensive income items
in the consolidated balance sheet is transferred from other comprehensive income to the current profits and
losses of disposal; In case of partial disposal of overseas operations, the conversion difference of foreign
currency financial statements of the disposed part is calculated according to the proportion of the disposal
and transferred to the current profits and losses of the disposal.

(IX) Financial instruments

When the Company becomes a party to the financial instrument contracts, a financial asset or financial
liability is recognized.

1. Classification, recognition and measurement of financial assets

According to the business modes and contractual cash flow characteristic of the held financial assets,
the Company classifies financial assets as follows: financial assets measured at amortized cost, financial
assets measured at fair value through other comprehensive income, and financial assets measured at fair
value through profit or loss.

Financial assets are measured at fair value upon initial recognition. For the financial assets and
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measured at fair value and recorded in the current profits and losses, relevant transaction costs are directly
recorded into the gains and losses; for other types of financial assets, relevant transaction costs are recorded
into the initial recognition amount. For accounts receivable or notes receivable arising from the sale of
products or the provision of labor services, which do not include or consider significant financing
components, the Company shall take the consideration amount expected to be entitled to receive as the
initially recognized amount.

(1) Financial assets measured at amortized cost

The Company’s business model for managing financial assets measured at amortized cost is to collect
contractual cash flow, and the contractual cash flow characteristics of such financial assets are consistent
with the basic lending arrangement, that is, the cash flow generated on a specific date is only the payment
of principal and interest based on the outstanding principal amount. Financial assets at amortized cost are
measured subsequently at amortized cost using the effective interest method by the Company. Gains or
losses arising from amortization or impairment are recorded to the current profits and losses.

(2) Financial assets measured at fair value and whose changes are included in other comprehensive
income

The Company’s business model for managing this type of financial assets is to collect contractual cash
flow and sell such assets, and the contractual cash flow characteristics of such financial assets are
consistent with the basic lending arrangement. The Company measures such financial assets at fair value
and incorporates their changes into in other comprehensive income, but impairment losses or gains,
exchange gains and losses, and interest income calculated using the effective interest rate method are
included in profit and loss for the period.

In addition, the Company designates some non-held-for-trading equity instrument investments as
financial assets measured at fair value through other comprehensive income. The Company includes
dividend income related to such financial assets into the current profits and losses and changes in fair value
are included into other comprehensive income. When the financial asset is derecognized, the accumulated
gains or losses previously included in other comprehensive income shall be transferred from other
comprehensive income to retained earnings, and shall not be included in current profits and losses.

(3) Financial assets measured at fair value and whose changes are included in the profits and losses of
the current period

The Company classifies financial assets other than the aforementioned financial assets measured at
amortized cost and financial assets measured fair value through other comprehensive income as financial
assets measured at fair value through the current profits and losses. In addition, at the time of initial
recognition, the Company designates part of the financial assets as financial assets measured at fair value

through profit or loss for the period, so as to eliminate or significantly reduce accounting mismatches. The
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Company measures such financial assets subsequently at fair value with change in the fair value recorded
into the current profits and losses.

2. Classification, recognition and measurement of financial liabilities

Financial liabilities, at initial recognition, are classified into financial liabilities measured at fair value
through the current profits and losses and other financial liabilities. Transaction costs relating to financial
liabilities designated at fair value through profit or loss are directly recorded in profit or loss. Transaction
costs relating to other financial liabilities are included in initially recognized amounts.

(1) Financial liabilities measured at fair value and whose changes are included in the profits and losses
of the current period

Financial liabilities measured at fair values through profit or loss consist of held-for-trading financial
liabilities (including derivatives that are financial liabilities) and financial liabilities measured at fair value
through the current profits and losses upon initial recognition.

Held-for-trading financial liabilities (including derivatives that are financial liabilities) are measured
subsequently at fair value with changes recorded into profit or loss for the period, unless related to hedge
accounting.

As to a financial liability measured at fair value and whose changes are included in current profits and
losses, the change in the fair value of the liability caused by the change in the Company’s own credit risk is
included in other comprehensive income, and when the liability is derecognized, the accumulated changes
in its fair value caused by changes in its own credit risk included in other comprehensive income are
transferred to retained earnings. Other changes in the fair value are included in the current profits and
losses. If the impact of the change in credit risk of such financial liability dealt with in the above way
would create or enlarge an accounting mismatch in profit or loss, the Company shall record all gains or
losses on that liability (including the impact of changes in the credit risk of that liability) in the current
profits and losses.

(2) Other financial liabilities

Other financial liabilities, except for financial liabilities arising from transfer of financial assets does
not satisfy derecognition criteria or continue involvement of transferred financial assets and financial
guarantee contracts liability, are subsequently measured at amortized cost, with gain or loss arising from
derecognition or amortization recognized in the current profits and losses.

3. Recognition basis and measurement method of financial asset transfer

Financial assets that meet one of the following conditions shall be terminated to recognize: (1) The
contractual right to receive cash flow from the financial assets is terminated; (2) The financial asset has
been transferred, and almost all risks and rewards in the ownership of the financial asset have been

transferred to the transferee; (3) The financial asset has been transferred, although the enterprise has neither
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transferred nor retained almost all risks and rewards in the ownership of the financial asset, it has given up
its control over the financial asset.

If the enterprise neither transfers nor retains almost all risks and rewards in the ownership of financial
assets, and does not give up its control over the financial assets, the relevant financial assets shall be
recognized according to the degree of continuous involvement in the transferred financial assets, and the
relevant liabilities shall be recognized accordingly. The degree of continued involvement in the transferred
financial assets refers to the risk level faced by the enterprise due to the change of the value of the financial
assets.

If the overall transfer of financial assets meets the conditions for derecognition, the difference between
the book value of the transferred financial assets and the sum of the consideration received due to the
transfer and the accumulated amount of changes in fair value originally included in other comprehensive
income shall be included in the current profits and losses.

If the partial transfer of financial assets meets the conditions for derecognition, the book value of the
transferred financial assets between derecognition and non-derecognition according to their relative fair
values shall be allocated, and the difference between the sum of the consideration received due to the
transfer and the accumulated amount of fair value changes originally included in other comprehensive
income that should be allocated to the derecognition part and the aforesaid book amount allocated shall be
included in the current profits and losses.

For financial assets sold with recourse or endorsed for transfer of financial assets held by the
Company, it is necessary to determine whether almost all risks and rewards in the ownership of the
financial assets have been transferred. If almost all risks and rewards in the ownership of the financial asset
have been transferred to the transferee, the recognition of the financial asset shall be terminated; if almost
all risks and rewards in the ownership of financial assets are retained, the recognition of the financial assets
will not be terminated; if almost all risks and rewards in the ownership of financial assets are neither
transferred nor retained, it needs to continue to judge whether the enterprise retains control over the assets
and carry out accounting treatment according to the principles mentioned in the previous paragraphs.

4. Derecognition of financial liabilities

The Company derecognizes a financial liability (or part thereof) only when the current obligations of
the financial liability (or part thereof) have been discharged. If the Company (the borrower) and the lender
sign an agreement to replace the original financial liability by assuming a new financial liability, and the
contract terms of the new financial liability are substantially different from those of the original financial
liability, the original financial liability shall be terminated and a new financial liability shall be recognized
at the same time. Where the original agreement of a financial liability (or part thereof) is substantially

modified by the Company, the original financial liability shall be terminated and a new financial liability
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shall be recognized according to the modified terms.

When a financial liability (or a part thereof) is derecognized, the Company shall include the difference
between its book value and the consideration paid (including transferred non-cash assets or liabilities) into
the current profits and losses.

5. Offset of financial assets and financial liabilities

When the Company has the legal right to offset the recognized financial assets and financial liabilities,
the statutory right is currently enforceable, and the Company plans to settle or simultaneously realize the
financial assets and pay off the financial liabilities at the same time, financial assets and financial liabilities
are presented in the balance sheet in amounts offset against each other. In addition, financial assets and
financial liabilities are presented separately in the balance sheet and are not offset against each other.

6. Method for determining fair value of financial assets and financial liabilities

Fair value refers to the price that market participants can receive from selling an asset or pay for
transferring a liability in an orderly transaction on the measurement date. If there is active market for the
financial instrument, the Company shall recognize its fair value by quoting from the active market. The
quotation in the active market refers to the price that is readily available on a regular basis from exchanges,
brokers, trade associations, pricing services, etc., and represents the price of a market transaction that
actually occurs in fair trading. Where there is no active market for financial instruments, the Company
adopts valuation techniques to determine their fair values. Valuation techniques include reference to prices
used by market participants in major markets or the most favorable markets on measurement days,
reference to current fair values of other financial instruments that are substantially the same, discounted
cash flow method and option pricing model, etc. In valuation, the Company adopts valuation techniques
that are applicable in the current circumstances and supported by sufficient available data and other
information, selects input values consistent with the characteristics of assets or liabilities considered by
market participants in the transactions of relevant assets or liabilities, and preferentially uses relevant
observable input values. Unobservable input value is used when relevant observable input value is
unavailable or impracticable.

7. Equity instrument

An equity instrument refers to a contract that can prove that it owns the surplus equity in the assets of
the Company after deducting all liabilities. The issuance (including refinancing), repurchase, sale or
cancellation of equity instruments by the Company are treated as changes in equity. Transaction costs
related to equity transactions are deducted from the equity. The Company does not confirm the changes of
fair value of equity instruments.

Dividends (including "interest" arising from instruments classified as equity instruments) distributed

during the existence of the Company's equity instruments are treated as profit distribution.
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(X) Impairment of financial assets

The financial assets of the Company that need to recognize impairment losses are financial assets
measured at amortized cost, debt instrument investments measured at fair value and whose changes are
included in other comprehensive income, and lease receivables, mainly including bills receivable, accounts
receivable, other receivables, debt investment, other debt investment, long-term receivables, etc. In
addition, for contract assets and some financial guarantee contracts, provision for impairment and
recognition of credit impairment losses are also made in accordance with the accounting policies described
in this Part.

1. Recognition method of provision for impairment

On the basis of expected credit loss, the Company makes provision for impairment and recognizes
credit impairment loss for the above items according to its applicable measurement method of expected
credit loss (general method or simplified method).

Credit loss refers to the difference between all contract cash flows discounted by the company at the
original effective interest rate and receivables according to the contracts and all cash flows expected to be
received, that is, the present value of all cash shortages. Among them, for the purchased or originated
financial assets with credit impairment, the Company discounts them according to the credit-adjusted
actual interest rate of the financial assets.

The general method of measuring expected credit loss refers to, on each balance sheet date, the
Company assesses whether the credit risk of financial assets (including contract assets and other applicable
items, the same below) has increased significantly since the initial recognition. If the credit risk has
increased significantly since the initial recognition, the Company measures the loss reserve according to the
amount equivalent to the expected credit loss during the whole duration; if there is no significant increase
in credit risk since initial recognition, the Company measures the loss provision at an amount equivalent to
the expected credit loss in the next 12 months. When assessing the expected credit loss, the Company
considers all reasonable and well-founded information, including forward-looking information.

For financial instruments with low credit risk on the balance sheet date, the Company assumes that
their credit risk has not increased significantly since initial recognition, and measures the loss provision
according to the expected credit loss in the next 12 months.

2. Criteria for judging whether credit risk has increased significantly since initial recognition

If the default probability of a financial asset in the expected duration determined on the balance sheet
date is significantly higher than the default probability in the expected duration determined at the time of
initial recognition, it indicates that the credit risk of the financial asset has increased significantly. Except
for special circumstances, the Company adopts the change of default risk in the next 12 months as a

reasonable estimate of the change of default risk in the whole period of existence to determine whether the
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credit risk has increased significantly since the initial recognition.

Usually, when it is overdue for more than 12 months, the Company considers that the credit risk of the
financial instrument has increased significantly, unless there is conclusive evidence that the credit risk of
the financial instrument has not increased significantly since initial recognition.

The Company will take into account of the following factors when assessing whether there is a
significant increase in credit risk:

(1) Whether there has been a significant change in actual or expected operating results of the debtor;

(2) Whether there has been a significant adverse change in the regulatory, economic or technological

environment in which the debtor is located;

(3) Whether there has been significant changes in the value of collateral as collateral for debt or the
quality of collateral or credit enhancement provided by third parties, which are expected to reduce the
debtor's economic motivation to repay the loan within the time limit stipulated in the contract or affect the
probability of default;

(4) Whether there has been significant changes in the debtor's expected performance and repayment
behavior;

(5) Whether there has been changes in the Company's credit management methods for financial

instruments, etc.

On the balance sheet date, if the Company determines that a financial instrument has only a low credit
risk, the Company assumes that the credit risk of the financial instrument has not increased significantly
since initial recognition. If the risk of default on financial instruments is low, the borrower has a strong
ability to fulfill its contractual cash flow obligations in a short period of time, and even if the economic
situation and operating environment are adversely changed over a long period of time, but it may not
necessarily reduce the borrower’s ability to fulfill its contractual cash flow obligations, the financial

instrument is considered to have a lower credit risk.

3. Criteria for determining financial assets that have experienced credit impairment

When one or more events that adversely affect the expected future cash flow of a financial asset occur,
the financial asset becomes a financial asset with credit impairment. Evidence of credit impairment of
financial assets includes the following observable information:

(1) The issuer or debtor has significant financial difficulties;

(2) The debtor has violated the contract terms and conditions, such as default or delinquency in
payment of interest or principal,;

(3) the lender of the borrower, for economic or contractual reasons relating to the borrower’s financial
difficulty, having granted to the borrower a concession that the lender would not otherwise consider;

(4) It is probable that the debtor will go bankrupt or otherwise enters financial restructuring;

(5) The disappearance of an active market for that financial asset because of financial difficulties.

(6) Purchase or originate a financial asset at a deep discount that reflects the fact that a credit loss has

occurred.
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The credit impairment of a financial asset may be caused by the combined effect of multiple events

rather than any single discrete event.

4. Combination method for evaluating expected credit risk based on combination

The company evaluates the credit risk of financial assets that are significantly different in credit risk,
such as: receivables from related parties; receivables that have disputes or involves litigation or arbitration
with the other party; receivables that have obvious signs that the debtor is likely to fail to fulfill its
repayment obligations.

Except for financial assets for which credit risk is assessed individually, the Company divides
financial assets into different groups based on common risk characteristics and assesses credit risk on a
combination basis. The shared credit risk characteristics adopted by the Company include: financial
instrument type, credit risk rating, aging combination, overdue aging combination, contract settlement
cycle, debtor's industry, etc., and credit risk is assessed on the basis of combination.

5. Accounting treatment of impairment of financial assets

At the end of the period, the Company calculates the estimated credit loss of various financial assets.
If the estimated credit loss is greater than the book amount of its current impairment reserve, the difference
is recognized as impairment loss; if it is less than the book amount of the current provision for impairment,
the difference is recognized as impairment gain.

6. Method for determining credit loss of various financial assets

(1) Notes receivable

The Company measures the loss provision for bills receivable according to the amount equivalent to
the expected credit loss during the whole period of existence. Based on the credit risk characteristics of

bills receivable, they are divided into different combinations:

Item Combination determination basis

If the acceptor is a bank with relatively low credit risk, no provision for bad
debts shall be made.

If the acceptor is a non-financial institution, it is classified in the same way as
combination 1 "accounts receivable".

Bank acceptance bill

Trade Acceptance

(2) Accounts receivable

For accounts receivable that do not contain significant financing components, the Company measures
the loss reserve according to the expected credit loss amount equivalent to that during the whole period of
existence.

For accounts receivable with significant financing components, the Company chooses to always
measure the loss provision at an amount equivalent to the expected credit loss during the period of
existence.

In addition to other receivable whose credit risk is assessed individually, they are divided into different

combinations based on their credit risk characteristics:
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Item

Combination determination basis

Aging combination

This combination takes the aging of accounts receivable as the credit risk
characteristic.

Other combination

No provision for bad debts is made for receivables from various governments
(including government agencies and subordinate units) arising from entrusted
construction and other transactions.

Aging combination:

Aging Withdrawal proportion of accounts receivable (%)
Within 1 year 0
1-2 years 5-10
2-3 years 10
3-4 years 20
4-5 years 30
More than 5 years 50

(3) Other receivables

The Company measures the impairment loss at an amount equivalent to the expected credit loss in the

next 12 months or the whole period of existence, based on whether its credit risk of other receivables has

increased significantly since initial recognition. In addition to other receivable whose credit risk is assessed

individually, they are divided into different combinations based on their credit risk characteristics:

Item

Combination determination basis

Aging combination

This combination takes the aging of accounts receivable as the credit risk
characteristic.

Other combination

This combination includes various receivables such as deposits, advances,
warranty deposit, reserve funds, receivables from government units (including
government agencies, subordinate units, state-owned enterprises), and related
party transactions that are frequently arising in daily activities, for which no
provision for bad debts is made.

Aging combination:

Aging Withdrawal ratio of other receivables (%)
Within 1 year 0
1-2 years 5-10
2-3 years 10
3-4 years 20
4-5 years 30
More than 5 years 50

(4) Creditor’s rights investment

Creditor's rights investments mainly accounts for bond investment measured by amortized cost. The

Company measures the impairment loss at an amount equivalent to the expected credit loss in the next 12

months or the whole period of existence, based on whether its credit risk has increased significantly since

initial recognition.

(5) Other creditor’s rights investment
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Creditor's rights investments are mainly calculated at fair value and their changes are included in other
comprehensive income bond investments. The Company measures the impairment loss at an amount
equivalent to the expected credit loss in the next 12 months or the whole period of existence, based on
whether its credit risk has increased significantly since initial recognition.

(6) Long-term receivables

According to whether its credit risk has increased significantly since initial recognition, the Company
measures the impairment loss of long-term receivables by using the amount equivalent to the expected
credit loss within the next 12 months or the whole duration of the single assessment of credit risk. In
addition to long-term receivables whose credit risk is assessed individually, they are divided into different

combinations based on their credit risk characteristics:

Item Combination determination basis

This combination takes the aging of accounts receivable as the credit risk
characteristic.

This combination includes various receivables such as deposits, advances,
warranty deposit, reserve funds, receivables from government units

Other combination (including government agencies, subordinate units, state-owned enterprises),
and related party transactions that are frequently arising in daily activities,
for which no provision for bad debts is made.

Aging combination

(XI) Accounts receivable financing

Notes receivable and accounts receivable classified as measured at fair value and whose changes are
included in other comprehensive income are presented as receivables financing for those with a term of one
year (including one year) from acquisition; if the term from acquisition is more than one year, it is
presented as other debt investments. For its relevant accounting policies, please refer to Note IV (IX)
“Financial Instruments" and Note [V(X) "Impairment of Financial Assets".

(XII) Inventory

1. Classification of inventory

Inventories mainly include raw materials, inventory goods, low-value consumables, contract
performance costs, productive biological assets, etc.

2. Pricing method for inventory acquisition and delivery

Inventory is priced at actual cost when acquired, and inventory cost includes procurement cost,
processing cost and other costs. When receiving and issuing, the development products or development
costs are priced according to the individual identification method, and the raw materials and inventory
goods are priced according to the first-in, first-out method.

3. The recognition of the net realizable value of inventories and the accrual method of inventory
falling price reserve

Net realizable value refers to the amount of the estimated sales price of inventory minus the estimated
cost to be incurred at the time of completion, the estimated sales expenses and related taxes and fees in

daily activities. In determining the net realizable value of inventories, it is based on the conclusive evidence
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obtained, and taking into account the purpose of holding inventories and the impact of events after the
balance sheet date.

On the balance sheet date, inventories are measured at the cost or net realizable value, whichever is
lower. When the net realizable value is lower than the cost, the inventory depreciation provision is drawn.
Inventory depreciation provision is usually based on the difference between the cost of a single inventory
item and its net realizable value. For inventories with large quantity and low unit price, provision for
inventory depreciation shall be made according to inventory category; for inventories that are related to
product series produced and sold in the same area, have the same or similar end use or purpose, and are
difficult to be measured separately from other items, the provision for inventory depreciation can be
consolidated.

After the provision for inventory depreciation has been made, if the factors affecting the previous
write-down of inventory value have disappeared, resulting in the net realizable value of inventory being
higher than its book value, it shall be reversed within the original provision for inventory depreciation, and
the reversed amount shall be included in the current profits and losses.

4. The inventory system for inventories is a perpetual inventory system, and conducts regular physical
inventory.

5. Amortization method for low-value consumables and packaging materials

Low-value consumables are amortized using the one-time write-off method when they are issued;
packaging materials are also amortized using the one-time write-off method when they are issued.

(XTIII) Contract assets

The Company presents the right to receive payment from customers who have not yet paid the
contract consideration, but have fulfilled their performance obligations in accordance with the contract and
are not unconditional (i.e. only dependent on the passage of time), as contract assets in the balance sheet.
Contract assets and contract liabilities under the same contract are presented on a net basis, and contract
assets and contract liabilities under different contracts are not offset.

For details of the determination method and accounting treatment method of the expected provision
for credit loss on contract assets, please refer to Notes IV (X) Impairment of financial assets.

(XIV) Held-for-sale assets disposal groups

A non-current asset or disposal group is classified as held for sale if the Company recovers its book
value primarily through sale (including exchange of non-monetary assets with commercial substance, the
same below) rather than continuous use. The specific criteria are to meet the following conditions at the
same time: a non-current asset or disposal group can be sold immediately under the current situation
according to the practice of selling such assets or disposal groups in similar transactions; the Company has

made a resolution on the sale plan and obtained a definite purchase commitment; the sale is expected to be
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completed within a year. Among them, the disposal group refers to a group of assets disposed of by sale or
other means as a whole in a transaction, and liabilities directly related to these assets transferred in the
transaction. If the asset group or combination of asset groups to which the disposal group belongs allocates
the goodwill obtained in the business combination in accordance with the Accounting Standards for
Business Enterprises No.8-Impairment of Assets, the disposal group shall include the goodwill allocated to
the disposal group.

When a company initially measures or re-measures non-current assets and disposal groups held for
sale on the balance sheet date, If the book value is higher than the net amount of fair value minus the
selling expenses, the book value shall be written down to the net amount of fair value minus the selling
expenses, and the written down amount shall be recognized as asset impairment loss, which shall be
included in the current profits and losses, and the impairment reserve for assets held for sale shall be made
at the same time. For the disposal group, the recognized asset impairment loss is first offset against the
book value of goodwill in the disposal group, and then proportionally offset against the book value of
various non-current assets in the disposal group subject to the measurement requirements of Accounting
Standards for Business Enterprises No.42-Non-current Assets Held for Sale, Disposal Group and
Termination of Operation (hereinafter referred to as "Held for Sale Standards"). If the net amount of the fair
value of the disposal group held for sale minus the sales expenses increases on the subsequent balance
sheet date, the amount previously written down shall be recovered, and reversed within the amount of asset
impairment loss recognized by non-current assets subject to the measurement requirements of the held for
sale standard after being classified as held for sale, the reversed amount is included in the current profits
and losses, and its book value is increased proportionally according to the proportion of the book value of
various non-current assets in the disposal group except goodwill, which are measured by the applicable
standards for holding for sale; the book value of goodwill offset and the impairment loss of non-current
assets subject to the measurement requirements of the held-for-sale standard shall not be reversed before
being classified as held-for-sale.

Non-current assets held for sale or non-current assets in the disposal group are not subject to
depreciation or amortization, and interest and other expenses of liabilities held for sale in the disposal
group shall continue to be recognized.

When the non-current assets or disposal group no longer meet the classification conditions for the
classification of held for sale, the Company shall not continue to classify it as held for sale or remove non-
current assets from the disposal group held for sale, which shall be measured according to the following
(whichever is lower): (1) The amount adjusted for depreciation, amortization, or impairment that should
have been recognized under the assumption that it is not classified as held for sale for the book value before

being classified as held for sale; (2) Recoverable amount.
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(XV) Long - term equity investment

The long-term equity investment refers to the long-term equity investment that the Company has
control, joint control or significant influence on the invested entity. Long-term equity investments in which
the Company does not have control, joint control or significant influence on the invested unit shall be
accounted for as available-for-sale financial assets or financial assets measured at fair value and their
changes are included in the profits and losses of the current period. For details of its accounting policies,
see Note IV (IX) "Financial Instruments".

Joint control refers to the common control of an arrangement by the Company in accordance with
relevant agreements, and the relevant activities of the arrangement can only be made with the unanimous
consent of the participants who share the control. Significant influence refers to the Company has the right
to participate in decision-making on the financial and business policies of the invested entity, but it cannot
control or jointly control the formulation of these policies with other parties.

1. Determination of investment cost

For a long-term equity investment acquired through business combination involving enterprises under
common control, shares of book value of owners’ equity of combined party in financial statements of
ultimate controlling party are recognized as initial investment cost of long-term equity investment on the
combination date. In case of the difference between the initial investment cost of long-term equity
investment and the cash paid, transferred non-cash assets, the book value of the debt borne, capital reserve
shall be adjusted. If the capital reserve is not sufficient, the retained earnings shall be adjusted. If the equity
securities are issued as the merger consideration, the initial investment cost of the long-term equity
investment shall be taken as the initial investment cost of the long-term equity investment in accordance
with the share of the book value of the sharcholders' rights and interests of the merged party in the
consolidated financial statements of the ultimate controlling party on the merger date, and the capital
reserve shall be adjusted according to the difference between the initial investment cost of the long-term
equity investment and the total par value of the issued shares; if the capital reserve is insufficient to offset,
the retained earnings shall be adjusted. If the equity of the merged party under the same control is acquired
step by step through multiple transactions, and finally the business merger under the same control is formed,
it should be treated respectively whether it belongs to a "package transaction” or not; if it belongs to a
"package transaction", each transaction should be treated as a transaction for obtaining control rights. If it
does not belong to a “package transaction”, the share of the book value of the owners' rights and interests
of the merged party [sharcholders' equity / owner's equity] in the consolidated financial statements of the
ultimate controlling party on the merger date shall be taken as the initial investment cost of the long-term
equity investment, the difference between the initial investment cost of the long-term equity investment and

the sum of the book value of the long-term equity investment before the merger plus the book value of the

21

-F-125-



Notes to the 2023 Financial Statements of Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

newly paid consideration of the shares on the merger date shall be adjusted; if the capital reserve is
insufficient to be offset, the retained earnings shall be adjusted. Other comprehensive income from equity
investment held before the merger date due to accounting by equity method or recognized as available-for-
sale financial assets shall not be accounted for temporarily.

For a long-term equity investment acquired through business combination not under common control,
the investment cost of the long-term equity investment is the cost of acquisition. The combination cost is
the sum of the assets paid by the acquirer, the liabilities incurred or borne, and the fair value of the equity
securities issued. If the equity of the purchased party under the same control is acquired step by step
through multiple transactions, and finally the business merger under the same control is formed, it should
be treated respectively whether it belongs to a "package transaction” or not; if it belongs to a "package
transaction", each transaction should be treated as a transaction for obtaining control rights. If it does not
belong to a "package transaction", the sum of the book value of the equity investment originally held by the
purchased party plus the newly added investment cost shall be taken as the initial investment cost of the
long-term equity investment calculated by the cost method instead. If the equity originally held is
accounted for by the equity method, the relevant other comprehensive income will not be accounted for
temporarily. Where equity investment originally held is an available-for-sale financial assets, the difference
between its fair value and book value and the accumulated changes in fair value originally included in other
comprehensive income are transferred to the current profits or losses.

The auditing, legal services, evaluation and consultation and other related management fees incurred
by the merging party or the buyer for the merger of enterprises shall be included in the profits and losses of
the current period when incurred.

Other equity investments except long-term equity investments formed by business combination shall
be initially measured at cost. The cost, depending on the way of obtaining long-term equity investment,
shall be determined in accordance with the cash purchase price actually paid by the Company, the fair value
of the equity securities issued by the Company, the value agreed in the investment contract or agreement,
the fair value or the original book value of the assets exchanged in the non-monetary asset exchange
transaction, and the fair value of the long-term equity investment itself. Fees, taxes and other necessary
expenses directly related to the acquisition of long-term equity investment are also included in the
investment cost. For those where additional investment can have a significant impact on the invested unit
or implement joint control but does not constitute control, the cost of long-term equity investment shall be
the sum of the fair value of the original equity investment plus the new investment cost determined in
accordance with the Accounting Standards for Business Enterprises No. 22-Recognition and Measurement
of Financial Instruments.

2. Subsequent measurement and recognition method of profits and losses
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Long-term equity investment that exerts joint control (except that it constitutes a co-operator) or
significant influences on the investee shall be accounted for at equity method. In addition, the company's
financial statements shall use the cost method to account for the long-term equity investment that can
control the invested entity.

(1) Long-term equity investment calculated by the cost method

When the cost method is adopted, the long-term equity investment is priced according to the initial
investment cost, and the cost of long-term equity investment shall be adjusted by adding or recovering
investment. Except for the cash dividends or profits that have been declared but not yet paid in the actual
payment or consideration when obtaining the investment, the current investment income shall be
recognized according to the cash dividends or profits declared and paid by the invested entity.

(2) Long-term equity investment calculated by the equity method

When the equity method is used for accounting, if the initial investment cost of long-term equity
investment is greater than the fair value share of identifiable net assets of the invested entity at the time of
investment, the initial investment cost of long-term equity investment will not be adjusted; if the initial
investment cost is less than the fair value share of the identifiable net assets of the invested entity at the
time of investment, the difference shall be included in the current profits and losses, and the cost of long-
term equity investment shall be adjusted at the same time.

When using the equity method for accounting, the investment income and other comprehensive
income shall be recognized respectively according to the share of the net profit and loss and other
comprehensive income realized by the invested entity that should be enjoyed or shared, and the book value
of long-term equity investment shall be adjusted at the same time; the book value of long-term equity
investment shall be reduced accordingly according to the portion that should be calculated according to the
profits or cash dividends declared and distributed by the invested entity; the book value of long-term equity
investment shall be adjusted and included in the capital reserve for other changes in owner's equity of the
invested entity except net profit and loss, other comprehensive income and profit distribution. When
confirming the share of the net profit and loss of the invested entity, the net profit of the invested entity
shall be adjusted and confirmed based on the fair value of various identifiable assets of the invested entity
at the time of obtaining the investment. If the accounting policies and accounting periods adopted by the
invested entity are inconsistent with those of the Company, the financial statements of the invested entity
shall be adjusted in accordance with the accounting policies and accounting periods of the Company, and
the investment income and other comprehensive income shall be recognized accordingly. For transactions
between the Company and associated enterprises or joint ventures, if the assets invested or sold do not
constitute business, the unrealized internal transaction gains and losses attributable to the Company shall be

offset according to the proportion enjoyed, and the investment gains and losses shall be recognized on this
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basis. However, the unrealized internal transaction losses resulting between the Company and the invested
entity is not being offset it they belong to the impairment losses of the transferred assets. If the assets
invested by the Company in a joint venture and associated enterprise constitute a business, and the investor
obtains long-term equity investment but does not obtain control rights, the fair value of the invested
business shall be taken as the initial investment cost of the newly added long-term equity investment, and
the difference between the initial investment cost and the book value of the invested business shall be fully
included in the current profits and losses. If the assets sold by the Company to a joint venture or associated
enterprise constitute a business, the difference between the consideration obtained and the book value of
the business shall be fully included in the current profits and losses. If the assets purchased by the
Company from associated enterprise and joint venture constitute s business, accounting treatment shall be
carried out in accordance with the provisions of Accounting Standards for Business Enterprises No.20-
Business Merger, and the gains or losses related to transactions shall be fully recognized.

When confirming the net loss incurred by the invested entity that should be shared, the book value of
the long-term equity investment and other long-term rights and interests that substantially constitute the net
investment of the invested entity shall be written down to zero. In addition, if the Company has the
obligation to bear additional losses to the invested entity, the estimated liabilities shall be recognized
according to the expected obligations and included in the current investment losses. If the invested entity
realizes net profit in the following period, the Company shall resume the recognition of the income sharing
amount after the income sharing amount makes up for the unrecognized loss sharing amount. For the long-
term equity investment in joint operations and joint ventures held by the Company before the first
implementation of the new accounting standards, if there is a debit difference of equity investment related
to the investment, the amount amortized straight-line according to the original remaining period shall be
included in the current profits and losses.

(3) Acquisition of minority shares

When preparing consolidated financial statements, the capital reserve shall be adjusted for the
difference between the newly added long-term equity investment due to the purchase of minority equity
and the share of net assets that should be continuously calculated from the purchase date (or merger date)
of subsidiaries according to the newly added shareholding ratio. If the capital reserve is insufficient to
offset, the retained earnings shall be adjusted.

(4) Disposal of long-term equity investment

In the consolidated financial statements, the parent company partially disposes of the long-term equity
investment in the subsidiary without losing control rights, and the difference between the disposal price and
the net assets of subsidiaries corresponding to the disposal of the long-term equity investment is included in

shareholders' equity; if the parent company partially disposes of the long-term equity investment in the
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subsidiary, resulting in the loss of control over the subsidiary, it shall be handled according to the relevant
accounting policies mentioned in Notes IV (V) 2 “Methods for preparing consolidated financial statements".

For the disposal of long-term equity investment under other circumstances, the difference between the
book value of the disposed equity and the actual acquisition price shall be included in the current profits
and losses.

For long-term equity investment calculated by the equity method, if the remaining equity after
disposal is still accounted for by the equity method, the portion of other comprehensive income originally
included in the shareholders' equity shall be treated in the same proportion on the same basis as the relevant
assets or liabilities directly disposed of by the invested unit when disposing. The owner's equity recognized
due to changes in owner's equity other than net profit and loss, other comprehensive income and profit
distribution of the investee shall be carried forward to the current profit and loss in proportion.

Long-term equity investment calculated by cost method, if the remaining equity after disposal is still
accounted for by cost method, other comprehensive income recognized by the equity method or financial
instrument recognition and measurement standards before obtaining control over the invested entity shall
be accounted for on the same basis as the direct disposal of related assets or liabilities by the invested entity,
and shall be carried forward to the current profits and losses in proportion; changes in owner's equity other
than net profit and loss, other comprehensive income and profit distribution in the net assets of the invested
entity recognized by the equity method shall be carried forward to the current profit and loss in proportion.

If the investor loses control over the invested entity due to the disposal of part of equity investments
and other reasons, if the remaining equity after disposal can exercise joint control or exert significant
influence on the invested entity during the preparation of individual financial statements, it shall be
accounted for according to the equity method instead, and the remaining equity shall be adjusted as if it had
been acquired by the equity method; if the remaining equity after disposal cannot exercise joint control or
exert significant influence on the invested entity, it shall be accounted for according to the relevant
provisions of the Recognition and Measurement Standards of Financial Instruments, and the difference
between its fair value and book value on the date of loss of control shall be included in the current profits
and losses. Before the Company obtains control over the invested entity, other comprehensive income
recognized due to accounting by equity method or accounting by financial instrument recognition and
measurement standards, in case of loss of control over the invested entity, shall be accounted for on the
same basis as the direct disposal of related assets or liabilities by the invested entity, changes in owner's
equity other than net profit and loss, other comprehensive income and profit distribution in the net assets of
the invested entity recognized by the equity method are carried forward to the current profit and loss when
the control over the invested entity is lost. Among them, if the remaining equity after disposal is accounted

for by the equity method, other comprehensive income and other owner's equity shall be carried forward in
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proportion; if the remaining equity after disposal is changed to accounting treatment according to the
recognition and measurement standards of financial instruments, all other comprehensive income and other
owner's equity shall be carried forward.

If the Company loses joint control or significant influence on the invested entity due to the disposal of
part of the equity investment, the remaining equity after disposal shall be accounted for according to the
recognition and measurement standards of financial instruments, and the difference between its fair value
and book value on the date of loss of joint control or significant influence shall be included in the current
profits and losses. Other comprehensive income confirmed by the original equity investment due to the
equity method, when the equity method is terminated, shall be accounted fort on the same basis as the
direct disposal of related assets or liabilities by the invested entity, and owner's equity recognized due to
changes in owner's equity other than net profit and loss, other comprehensive income and profit distribution
of the investee shall be transferred to the current investment income when the equity method is terminated.

Where the Company disposes of the equity investment in subsidiaries step by step through multiple
transactions until it loses its control right, if the above transaction is a package transaction, all transactions
shall be accounted for as a transaction that disposes of equity investment of subsidiaries and loses control
rights, the difference between the disposal price before the loss of control right and the book value of the
long-term equity investment corresponding to the disposed equity shall be first recognized as other
comprehensive income, and then transferred to the current profits and losses of the loss of control right
when the loss of control right occurs.

(XVI) Investment real estate

Investment property refers to the property held for earning rent or capital appreciation, or both. It
includes leased land use rights, land use rights held and ready to be transferred after appreciation, leased
buildings, etc. In addition, vacant buildings held by the Company for operating lease are also presented as
investment properties if the Board of Directors (or similar institutions) makes a written resolution explicitly
stating that they are used for operating lease and the holding intention will not change in the short term.

Investment properties are initially measured at cost. Subsequent expenses related to investment
properties are included in the cost of investment properties if the economic benefits related to the asset are
likely to flow in and its cost can be measured reliably. Other subsequent expenses shall be included in the
current profits and losses when incurred.

The Company uses the fair value model for the subsequent measurement of investment real estate.

1. Basis for selecting fair value model for subsequent measurement

For investment real estate with conclusive evidence that fair value can be obtained continuously and
reliably, the Company adopts fair value model for subsequent measurement.

Only when the following conditions are met simultaneously can the Company adopt the fair value
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model to measure investment real estate:

There is an active real estate trading market where the investment real estate is located;

The Company is able to obtain the market prices and other relevant information of the identical or
similar property from the trading market of property, so as to be able to estimate the fair value of the
investment real estate.

2. Determination of fair value of investment real estate

Under the condition that the current market price of same or similar properties can be obtained, the
Company determines the fair value of investment real estate with reference to the current market price
(public quotation in the market) of same or similar real estate in the active market.

In case the current market price of same or similar real estate cannot be obtained, the Company refers
to the latest transaction price of same or similar real estate in the active market, and considers factors such
as transaction situation, transaction date and location, or reasonably estimates the fair value of investment
real estate according to the expected future rental income and the present value of relevant cash flows.

Same or similar buildings refer to buildings with the same geographical location and geographical
environment, the same nature, the same or similar structural types, the same or similar old and new degrees,
and the same or similar usable conditions; same or similar land use rights refer to the land with the same
location and area, the same or similar geographical environment and the same or similar usable conditions.

3. For the investment real estate measured by the fair value model, the Company does not accrue
depreciation or amortization, but adjusts its book value based on the fair value of the investment real estate
on the balance sheet date. The difference between the fair value and the original book value is included in
the current profits and losses.

When the use of an investment property is changed to self-use, the investment property shall be
converted into fixed assets or intangible assets from the date of change. When the use of self-used property
is changed to earn rent or capital appreciation, fixed assets or intangible assets shall be converted into
investment property from the date of change. In case of conversion, if it is converted into investment
property measured by cost model, the book value before conversion shall be taken as the recorded value
after conversion; if it is converted into investment property measured by fair value model, the fair value on
the conversion date shall be taken as the recorded value after conversion.

An investment property shall be derecognized upon disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from its disposals. The
amount of the disposal income from the sale, transfer, discarding or destruction of investment property after
deducting its book value and related taxes and fees shall be recorded in the profits and losses of the current
period.

(XVII) Fixed assets
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1. Recognition condition of fixed assets

Fixed assets refer to tangible assets held for the production of goods, provision of labor services,
leasing or management, with a service life exceeding one accounting year. Fixed assets are recognized only
when the economic benefits associated with them are likely to flow into the Company and their costs can
be measured reliably. Fixed assets are initially measured at cost and taking into account the influence of
estimated disposal cost.

2. Depreciation of fixed assets

Depreciation of fixed assets shall be withdrawn within their service life by using the life average
method from the next month after they reach the scheduled serviceable condition. The service life,

estimated net salvage value and annual depreciation rate of various fixed assets are as follows:

Annual depreciation rate
Classification of fixed assets Depreciation period (years)Net residual value rate (%) o
Houses and buildings 10-40 5.00 2.375-9.50
Machinery equipment 8-10 5.00 9.50-11.875
Transportation equipment 4-10 5.00 9.50-23.75
Office and electronic equipment 3-10 3.00-5.00 9.5-32.33
Other equipment 3-10 3.00-5.00 9.5-32.33

Expected net salvage value refers to the expected amount that the Company may obtain from the
current disposal of a fixed asset after deducting the expected disposal expenses at the expiration of its
expected service life.

3. Methods of impairment test and provision for impairment of fixed assets

For the impairment test method and impairment provision method of fixed assets, please refer to Note
IV(XII) "Impairment of long-term assets”.

4. Other description

Subsequent expenses related to fixed assets, if the economic benefits related to the fixed assets are
likely to flow in and the cost can be measured reliably, shall be included in the cost of fixed assets, and the
book value of the replaced part shall be derecognized. Other subsequent expenses shall be included in the
current profits and losses when incurred.

When a fixed asset is in a state of disposal or is not expected to generate economic benefits through
use or disposal, the fixed asset shall be derecognized. The difference between the disposal income from the
sale, transfer, scrapping or damage of the fixed asset after deducting its book value and relevant taxes and
fees shall be included in the current profits and losses.

The Company shall, at least at the end of the year, review the service life, estimated net salvage value

and depreciation method of fixed assets, and if there is any change, it will be treated as a change in
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accounting estimates.

(XVIII) Construction in progress

The cost of construction in-progress is determined according to the actual project expenses, including
various project expenses incurred during the construction period, capitalized borrowing costs before the
project reaches the scheduled serviceable condition and other related expenses, etc. Construction in-
progress shall be carried forward to fixed assets after reaching the scheduled serviceable condition.

For the impairment test method and impairment provision method of construction in-progress, please
refer to Notes IV (XXII) "Impairment of long-term assets”.

(XIX) Borrowing costs

Borrowing costs include interest on borrowing, amortization of discounts or premiums, ancillary
expenses and exchange differences arising from foreign currency borrowing. Borrowing costs that can be
directly attributed to the acquirement or production of assets eligible for capitalization shall be capitalized
when the asset expense has occurred, the borrowing costs have occurred, and the acquirement or
production activities necessary to make the assets reach the intended usable or marketable state have started;
when the assets acquired or produced that meet the capitalization conditions reach the predetermined
usable state or marketable state, capitalization shall be stopped. The remaining borrowing costs shall be
recognized as expenses in the current period.

The amount of the interest expenses actually incurred in the current period of special loans deducting
the interest income earned by the unused loan funds deposited in the bank or the investment income from
temporary investments shall be capitalized; the capitalization amount of general loan shall be determined
based on the weighted average of cumulative asset expense exceeding the portion of specialized
borrowings multiplied by the capitalization rate of general borrowings occupied. The capitalization rate
shall be calculated and determined according to the weighted average interest rate of general loans.

During the capitalization period, all the exchange differences of foreign currency special loans shall be
capitalized; exchange differences of foreign currency general loans shall be included in current profits and
losses.

Assets eligible for capitalization refer to the fixed assets, investment property, inventories and other
assets, of which the acquisition and construction or production may take quite a long time to get ready for
its intended use or for sale.

Where the assets that meet the capitalization conditions are abnormally interrupted in the process of
acquisition and construction or production, and the interruption lasts for more than 3 consecutive months,
the capitalization of borrowing costs shall be suspended until the acquisition and construction or production
activities of assets are resumed.

(XX) Intangible assets
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1. Intangible assets

Intangible assets refer to the identifiable non-monetary assets possessed or controlled by the Company
which have no physical form.

Intangible assets are initially measured at cost. Expenses related to intangible assets are included in
the cost of intangible assets if the related economic benefits are likely to flow into the Company and the
cost can be measured reliably. Expenses of other items are included in current profits and losses when they
occur.

The acquired land use right is usually accounted for as intangible assets. For self-developed and
constructed buildings such as factories, the relevant land use right expense and building construction cost
are accounted for as intangible assets and fixed assets respectively. If it is a purchased house and building,
the relevant price will be distributed between the land use right and the building. If it is difficult to
distribute reasonably, all of them will be treated as fixed assets.

For intangible assets with limited service life, the original value minus the estimated net salvage value
and the accumulated amount of impairment reserve shall be amortized by stages and averagely by the
straight-line method during their estimated service life from the time they are available for use. Intangible
assets with uncertain service life shall not be amortized.

At the end of the period, the service life and amortization method of intangible assets with limited
service life shall be reviewed, and if there is any change, it shall be treated as a change in accounting
estimation. In addition, the service life of intangible assets with uncertain service life shall be reviewed. If
there is evidence that the period when the intangible assets bring economic benefits to the enterprise is
predictable, the service life shall be estimated and amortized according to the amortization policy of
intangible assets with limited service life.

2. Expenditures for research and development

Expenses of internal R&D projects of the Company is divided into research stage expense and
development stage expense.

Expenditures in the research phase are included in the profits and losses of the current period when
incurred.

Expenses incurred at the development stage which meet the following conditions are recognized as
intangible assets, but those which cannot meet the following conditions are recorded into profit or loss:

(1) It is feasible technically to complete intangible assets for use or sale;

(2) Having the intention of completing the intangible assets and using or selling them;

(3) The usefulness of methods for intangible assets to generate economic benefits shall be proved,
including being able to prove that there is a potential market for the products manufactured by applying the

intangible assets or there is a potential market for the intangible assets itself or the intangible assets will be
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used internally;

(4) Having sufficient technical, financial and other resources to complete the development of the
intangible asset and having the ability to use or sell the intangible asset;

(5) Expenditures attributable to the development phase of the intangible asset can be measured reliably.

If it is impossible to distinguish the expense in the research stage from the expense in the development
stage, all the R&D expenses incurred shall be included in the current profits and losses.

3. Methods of impairment test and provision for impairment of intangible assets

For details of the impairment test method and impairment provision method for intangible assets, see
Note IV (XXII) “Impairment of long-term assets".

(XXI) Long - term deferred and prepaid expenses

Long-term deferred expenses are expenses incurred for a period of more than one year that should be
borne by the reporting period and subsequent periods. Long-term deferred expenses shall be amortized on a
straight-line basis during the expected benefit period.

(XXII) Impairment of long-term assets

For non-current non-financial assets such as fixed assets, construction in progress, intangible assets
with limited service life, investment properties measured by cost model and long-term equity investment in
subsidiaries, joint ventures and associated enterprises, the Company shall judge whether there are signs of
impairment on the balance sheet date. If there are signs of impairment, the recoverable amount shall be
estimated and impairment test shall be conducted. Goodwill, intangible assets with uncertain service life
and intangible assets that have not yet reached serviceable condition shall be tested for impairment every
year regardless of whether there are signs of impairment.

If the impairment test result shows that the recoverable amount of an asset is lower than its book value,
the impairment provision shall be withdrawn according to the difference and included in the impairment
loss. The recoverable amount is the net value by fair value of the asset minus disposal expenses or the
present value of the estimated future cash flow of the asset, whichever is higher. The fair value of assets is
determined according to the sales agreement price in fair trade; if there is no sales agreement but there is an
active market for assets, the fair value shall be determined according to the buyer's bid of the assets; if there
is no sales agreement or an active market for assets, the fair value of assets is estimated on the basis of the
best available information. Disposal expenses include legal fees related to asset disposal, relevant taxes and
fees, handling fees and direct expenses incurred to make assets marketable. The present value of the
estimated future cash flow of an asset shall be determined according to the estimated future cash flow
generated during the continuous use and final disposal of the asset, and the discounted amount shall be
determined by selecting an appropriate discount rate. The provision for impairment of assets is calculated

and confirmed on the basis of individual assets. If it is difficult to estimate the recoverable amount of
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individual assets, the recoverable amount of asset group shall be determined by the asset group to which
the assets belong. An asset group is the smallest combination that can independently generate cash inflows.

For goodwill presented separately in financial statements, when impairment test is carried out, the
book value of goodwill is allocated to the asset group or combination of asset groups that are expected to
benefit from the synergy effect of business combination. If the test results show that the recoverable
amount of the asset group or combination of asset groups containing the allocated goodwill is lower than its
book value, the corresponding impairment loss shall be recognized. The amount of impairment loss shall
first be deducted against the book value of the goodwill apportioned to the asset group or combination of
asset groups, and then according to the proportion of the book value of assets other than goodwill in the
asset group or combination of asset groups, the book value of other assets shall be deducted proportionally.

Once the above asset impairment loss is confirmed, the part of which value has been recovered will
not be reversed in the subsequent period.

(XXIII) Contract liabilities

Contractual liabilities refer to the obligation of the Group to transfer goods to customers for
consideration received or receivable from customers. If the customer has paid the contract consideration or
the Company has obtained the unconditional collection right before the Company transfers the goods to the
customer, the Company shall list the amount received or receivables as contract liabilities at the time of the
actual payment by the customer or the amount due, whichever is earlier. Contract assets and contract
liabilities under the same contract are presented on a net basis, and contract assets and contract liabilities
under different contracts are not offset.

(XXIV) Employee compensation

Employee remuneration of the Company mainly includes short-term employee remuneration, after-
service benefits, termination benefits and other long-term employee benefits. Among them:

Short-term remuneration mainly includes wages, bonuses, allowances and subsidies, employee
welfare funds, medical insurance premiums, maternity insurance premiums, work-related injury insurance
premiums, housing accumulation funds, trade union funds and employee education funds, non-monetary
benefits, etc. During the accounting period when employees provide services to the Company, the
Company recognizes the actual short-term employee remuneration as a liability and includes it into the
current profits and losses or related asset costs. Where non-monetary benefits are measured at fair value.

Post-employment benefit mainly includes basic old-age insurance, unemployment insurance and
annuity. The after-service benefit plan includes setting up a withdrawal plan. If a set withdrawal plan is
adopted, the corresponding amount of deposit shall be included into the cost of the relevant assets or the
profits and losses of the current period at the time of occurrence.

If the Company cannot unilaterally withdraw the dismissal benefit provided by the plan for canceling

32

-F-136-



Notes to the 2023 Financial Statements of Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

the labor relationship or the proposed reduction if the Company lifts the labor relationship with the
employee before the expiration of the employee's labor contract or offers compensation for encouraging the
employees to voluntarily accept the reduction, and when the Company confirms the costs related to the
restructuring involving the dismissal of welfare dismissed, whichever is earlier, the employee remuneration
liability arising from dismissal benefit is determined and included into the current profit and loss. However,
if the dismissal benefits are not expected to be fully paid within 12 months after the end of the annual
reporting period, they shall be treated according to the remuneration of other long-term employees.

The internal retirement plan of employees adopts the same principle as the above dismissal benefits.
The Company will pay the salary of retired staff and the social insurance premiums to be paid during the
period from the stoppage of service to the normal retirement day, which shall be included in the current
profits and losses (dismissal benefit) when meeting the estimated liability confirmation conditions.

For other long-term employee benefits provided by the Company to employees, if they meet the
defined contribution plan, it shall be accounted for in accordance with the defined contribution plan, and
otherwise accounted for in accordance with the defined benefit plan.

(XXV) Estimated liabilities

When the obligations related to contingencies meet the following conditions at the same time, they are
recognized as estimated liabilities: 1. The obligations are current obligations undertaken by the Company; 2.
The performance of this obligation is likely to lead to the outflow of economic benefits; 3. The amount of
the obligation can be measured reliably.

On the balance sheet date, the estimated liabilities are measured according to the best estimate of the
expenses required to fulfill the relevant current obligations, taking into account factors such as risks,
uncertainties and time value of money related to contingencies.

All or part of the expenses required to settle the estimated liabilities are expected to be compensated
by a third party, the compensation amount shall be recognized as an asset separately when it is basically
determined that it can be received, and the recognized compensation amount shall not exceed the book
value of the estimated liabilities.

1. Loss contract

Loss contract is a contract in which the inevitable cost of fulfilling contractual obligations exceeds the
expected economic benefits. If the contract to be executed becomes a loss contract, and the obligations
arising from the loss contract meet the recognition conditions of the above-mentioned estimated liabilities,
the part of the estimated loss of the contract exceeding the recognized impairment loss (if any) of the
underlying assets of the contract shall be recognized as the estimated liabilities.

2. Reconstructing obligations

For a detailed, formal and announced restructuring plan, the estimated liability amount shall be
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determined according to the direct expenses related to restructuring under the condition that the aforesaid
recognition conditions of estimated liabilities are met.

(XXVI) Share-based payments

1. Accounting treatment of share-based payment

Share-based payment refers to a transaction in which the Company grants equity instruments or
undertakes equity-instrument-based liabilities in return for services from employees. The share-based
payments shall consist of equity-settled share-based payments and cash-settled share-based payments.

(1) Equity-settled share-based payments

Equity-settled share-based payments in exchange for services provided by employees are measured at
the fair value of the equity instruments granted to employees at the grant date. The amount of the fair value
is based on the best estimate of the number of exercisable equity instruments during the waiting period
when the service during the waiting period is completed or the prescribed performance conditions are met,
the relevant costs or expenses are included in the calculation according to the straight-line method/when the
right is exercised immediately after the grant, the relevant costs or expenses are included on the date of the
grant, and the capital reserve is increased accordingly.

On each balance sheet date during the waiting period, the best estimate shall be made according to the
latest follow-up information such as changes in the number of employees with vesting rights, and the
number of equity instruments with expected vesting rights shall be revised. The impact of the above
estimates shall be included in the relevant costs or expenses of the current period, and the capital reserve
shall be adjusted accordingly.

For equity-settled share-based payment in exchange for services of other parties, if the fair value of
other parties' services can be measured reliably, it is measured according to the fair value of other parties'
services on the acquisition date. If the fair value of the service of any other party can not be measured in a
reliable way, but the fair value of the equity instruments can be measured in a reliable way, the fair value of
the equity instruments on date of the service acquisition shall be included in the relevant costs or expenses,
and the owner's equities shall be increased accordingly.

When the fair value granted to equity instruments cannot be reliably measured, it shall be measured
according to the intrinsic value of equity instruments on the service acquisition date, each subsequent
balance sheet date and settlement date, and the changes in intrinsic value shall be included in the current
profits and losses.

(2) Cash-settled share-based payments

Cash-settled share-based payments are measured at the fair value of liabilities assumed by the
Company and determined on the basis of shares or other equity instruments. If the right is feasible

immediately after the grant, it will be included in the relevant costs or expenses on the grant date, and the
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liabilities will be increased accordingly; if the service in the waiting period must be completed or the
specified performance conditions are met before the right can be exercised, on each balance sheet date of
the waiting period, based on the best estimation of the right to be feasible, the services obtained in the
current period shall be included in the cost or expense according to the fair value of the liabilities assumed
by the Company, and the liabilities shall be increased accordingly.

The fair value of the liability shall be re-measured on each balance sheet date and on the settlement
date prior to the settlement of the related liability, and the changes shall be included in the current profits
and losses.

2. Relevant accounting treatment for modification and termination of share-based payment plan

When the Company modifies the share-based payment plan, if the modification increases the fair
value of the equity instruments granted, the increase in obtained services shall be recognized according to
the increase in the fair value of the equity instruments. The increase in fair value of equity instruments
refers to the difference between the fair value of equity instruments before and after modification on the
modification date. If the modification reduces the total fair value of share-based payment or adopts other
methods unfavorable to employees, the accounting treatment for the acquired services will continue, and it
will be deemed that the change has never occurred, unless the Company cancels some or all of the granted
equity instruments.

During the waiting period, if the granted equity instruments are canceled, the cancellation of the
granted equity instruments shall be treated as accelerated exercise, and the amount to be recognized during
the remaining waiting period shall be immediately included in the current profits and losses, and the capital
reserve shall be recognized at the same time. If the employee or other party can choose to meet the non-
vesting right condition but fails to meet it within the waiting period, they will be treated as cancellation of
the instruments granted rights and interests.

3. Accounting treatment involving share-based payment transactions between the Company and its
shareholders or actual controllers

For share-based payment transactions involving the Company and its shareholders or actual
controllers, if one of the settlement enterprises and the service receiving enterprise is within the Company
and the other is outside the Company, accounting treatment shall be carried out in the consolidated
financial statements of the Company in accordance with the following provisions:

(1) If the settlement enterprise settles with its own equity instruments, the share-based payment
transaction shall be treated as share-based payment for equity settlement; in addition, share-based payment
shall be treated as cash settlement.

If the settlement enterprise is an investor of the service-receiving enterprise, it shall be recognized as a

long-term equity investment in the service-receiving enterprise according to the fair value of equity
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instruments or liabilities on the grant date, and capital reserves (other capital reserves) or liabilities shall be
recognized at the same time.

(2) If the service receiving enterprise has no settlement obligation or grants its own equity instruments
to its employees, the share-based payment transaction shall be treated as equity-based payment; if the
service receiving enterprise has the settlement obligation and the employees of the enterprise are not
granted their own equity instruments, the share-based payment transaction shall be treated as cash-settled
share-based payment.

If the service receiving enterprise and the settlement enterprise are not the same enterprise in the
share-based payment transaction between enterprises within the Company, the confirmation and
measurement of the share-based payment transaction in the respective individual financial statements of the
receiving service enterprise and the settlement enterprise shall be handled according to the above principles.

(XXVII) Preferred shares, perpetual bonds and other financial instruments

1. Distinction between perpetual bonds and preferred shares

Financial instruments such as perpetual bonds and preferred shares issued by the Company that meet
the following conditions at the same time are regarded as equity instruments:

(1) Such financial instruments do not involve delivering cash or other financial assets to other parties, or
exchanging financial assets or financial liabilities with other parties under potentially unfavorable
conditions;

(2) If such financial instrument must be settled with or can be settled with the enterprise's own equity
instruments in the future, and if the financial instrument is a non-derivative instrument, it does not include
the contractual obligation to deliver a variable number of its own equity instruments for settlement; if it is a
derivative instrument, the Company can settle the financial instrument only by exchanging a fixed amount
of its own equity instruments for a fixed amount of cash or other financial assets.

Other than financial instruments that can be classified as equity instruments under the above
conditions, other financial instruments issued by the Company shall be classified as financial liabilities.

If the financial instruments issued by the Company are compound financial instruments, they are
recognized as liabilities at fair value, and the amount after deducting the liabilities is recognized as other
equity instruments. The transaction costs incurred in the issuance of the compound financial instruments
shall be allocated among the liability’s component and the equity component in proportion to their
respective total issue price.

2. Accounting treatment methods of perpetual bonds and preferred shares

For financial instruments such as perpetual bonds and preferred shares classified as financial liabilities,
the related interest, stock bonus (or dividends), profits or losses, and gains or losses arising from

redemption or refinancing are included in the current profits and losses except the borrowing costs that
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meet the capitalization conditions (see the Notes IV (XIX) “Borrowing Costs™).

When financial instruments such as perpetual bonds and preferred shares classified as equity
instruments are issued (including refinancing), repurchased, sold or cancelled, the Company treats them as
changes in equity, and relevant transaction costs are also deducted from equity. The distribution of equity
instrument holders by the Company is treated as profit distribution.

The Company does not confirm the changes of fair value of equity instruments.

(XXVIII) Income

When the contract between the Company and the customer meets the following conditions at the same
time, the income shall be recognized when the customer obtains the control right of the relevant goods: the
parties to the contract have approved the contract and promised to fulfill their respective obligations; the
contract clarifies the rights and obligations of all parties to the contract related to the transferred goods or
services; the contract has clear payment terms related to the transferred goods; the contract has commercial
essence, that is, the performance of the contract will change the risk, time distribution or amount of the
Company's future cash flow; the consideration that the Company is entitled to for transferring goods to
customers is likely to be recovered.

On the commencement date of the contract, the Company shall identify each individual performance
obligation existing in the contract, and allocate the transaction price to each individual performance
obligation according to the relative proportion of the individual selling price of the goods promised by each
individual performance obligation. When determining the transaction price, the Company has considered
the influence of variable consideration, significant financing components in the contract, non-cash
consideration, consideration payable to customers and other factors.

For each individual performance obligation in the contract, if one of the following conditions is met,
the Company will recognize the transaction price allocated to the individual performance obligation as
income according to the performance progress during the relevant performance period: The customer
obtains and consumes the economic benefits brought by the Company's performance while the Company
performs the performance; The customer can control the goods under construction during the performance
of the Company; The goods produced during the performance of the Company have irreplaceable uses, and
the Company has the right to collect money for the accumulated performance completed so far during the
whole contract period. The progress of performance is determined by input method or output method
according to the nature of the transferred goods, when the performance progress cannot be reasonably
determined, if the cost incurred by the Company is expected to be compensated, the income shall be
recognized according to the amount of the cost incurred until the performance progress can be reasonably
determined.

If one of the above conditions is not met, the Company will recognize the transaction price allocated
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to the individual performance obligation as income at the time when the customer obtains the control right
of the relevant commodity. When judging whether the customer has obtained the control right of the
commodity, the Company shall consider the following signs: the Company has the current collection right
for the commodity, that is, the customer has the current payment obligation for the commodity; the
Company has transferred the legal ownership of the commodity to the customer, that is, the customer has
the legal ownership of the commodity; the Company has transferred the goods in kind to the customer, that
is, the customer has possessed the goods in kind; the Company has transferred the main risks and rewards
on the ownership of the commodity to the customer, that is, the customer has obtained the main risks and
rewards on the ownership of the commodity; the customer has accepted the commodity; other signs that the
customer has gained control of the goods.

(XXIX) Contract cost

Where the incremental cost incurred by the Group for obtaining the contract is expected to be
recovered, it shall be recognized as an asset as the contract acquisition cost. However, if the amortization
period of the asset does not exceed one year, it shall be included in the current profits and losses when it
occurs.

If the cost incurred for the performance of the contract not fall within the scope of other accounting
standards for enterprises other than Accounting Standards for Business Enterprises No. 14-Income (revised
in 2017) and meets the following conditions at the same time, it is recognized as an asset as the contract
performance cost: (1) the cost is directly related to a contract currently or expectedly to obtain, including
direct labor, direct materials, manufacturing expenses (or similar expenses), costs clearly borne by
customers and other costs incurred only due to the contract; (2) the cost increases the resources used by the
Company to fulfill its performance obligations in the future; and (3) the cost is expected to be recovered.

The assets related to contract cost shall be amortized by the Company on the same basis as the income
from goods related to the assets, and shall be included in current profits and losses.

(XXX) Government subsidy

Government subsidy refers to the monetary assets and non-monetary assets obtained by the Company
free of charge from the government, excluding the capital invested by the government as an investor and
enjoying corresponding owner's equity. Government subsidies are divided into asset-related government
subsidies and income-related government subsidies. The Company defines the government subsidy
obtained for purchasing, building or otherwise forming long-term assets as the government subsidy related
to assets; the remaining government subsidies are defined as government subsidies related to income. If the
government document does not specify the subsidy object, the subsidies are divided into income-related
government subsidy and asset-related government subsidy in the following ways: 1. If the government

document specifies the specific project targeted by the subsidy, the relative proportion of the expenditure
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amount forming assets and the expenditure amount included in the expenses shall be divided according to
the budget of the specific project, and the division ratio shall be reviewed on each balance sheet date and
changed if necessary; 2. If the purpose is only stated in the government documents, and no specific items
are specified, it will be regarded as government subsidies related to income. If the government subsidy is a
monetary asset, it shall be measured according to the amount received or receivable. If the government
subsidy is a non-monetary asset, it shall be measured according to the fair value; if the fair value cannot be
reliably obtained, it shall be measured according to the nominal amount. Government subsidies measured
in nominal amount are directly included in current profits and losses.

The Company recognizes and measures government subsidies according to the paid-in amount usually
when they are actually received. However, at the end of the period, if there is conclusive evidence that it
can meet the relevant conditions stipulated by the financial support policy, and it is expected to receive
financial support funds, it shall be measured according to the amount receivable. Government subsidies
measured according to the amount receivable should meet the following conditions at the same time: 1. The
amount of subsidies receivable has been confirmed by the competent government department, or can be
reasonably calculated according to the relevant provisions of the officially issued financial fund
management measures, and it is estimated that there is no major uncertainty in the amount; 2. It is based on
the financial support projects officially issued by the local financial department and voluntarily disclosed in
accordance with the Regulations on the Openness of Government Information and its financial fund
management measures, and the management measures should be inclusive (any enterprise that meets the
prescribed conditions can apply), rather than specifically formulated for specific enterprises; 3. The
disbursement period has been clearly promised in the relevant subsidiary approval, and the disbursement of
the money is guaranteed by the corresponding financial budget, so it can be reasonably guaranteed that it
can be received within the prescribed time limit; 4. Other relevant conditions (if any) to be met according
to the specific conditions of the Company and the subsidy matters.

Government subsidies related to assets are recognized as deferred revenue, and are included in current
profits and losses in stages according to reasonable and systematic methods during the service life of
related assets. Government subsidies related to income, which are used to compensate related costs or
losses in subsequent periods, are recognized as deferred revenue and included in current profits and losses
during the period when related costs or losses are recognized; if it is used to compensate the related costs or
losses that have already occurred, it shall be directly included in the current profits and losses. Different
parts shall be distinguished for accounting treatment for government subsidies including asset-related part
and income-related part at the same time; if it is difficult to distinguish, it will be classified as government
subsidies related to income as a whole.

Government subsidies related to the daily activities of the Company shall be included in other income
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according to the essence of economic business; government subsidies unrelated to daily activities are
included in non-operating income and expenditure.

When the confirmed government subsidy needs to be returned, if there is a relevant deferred revenue
balance, the book balance of the relevant deferred revenue shall be offset, and the excess shall be included
in the current profits and losses; if it belongs to the other cases, it shall be directly included in the current
profits and losses.

(XXXI) Deferred income tax assets, deferred income tax liabilities

1. Current income tax

On the balance sheet day, the current income tax liabilities (or assets) incurred in the current period or
prior periods shall be measured in light of the expected payable (or refundable) amount of income taxes
according to the tax law. The taxable income amount on which the current income tax expenses are
calculated is calculated after adjusting the pre-tax accounting profit of the current year/period/reporting
period according to the relevant tax laws.

2. Deferred income tax assets / deferred income tax liabilities

The difference between the book value of certain assets and liabilities and its tax base, as well as the
temporary difference between the book value of an item that has not been determined as an asset or liability
but whose tax base can be determined in accordance with the tax law and the tax base, the balance sheet
debt method is used to determine the deferred income tax assets and deferred income tax liabilities.

Deferred income tax liabilities are not recognized for taxable temporary differences related to the
initial recognition of goodwill and the initial recognition of assets or liabilities arising from transactions
that are neither business combinations nor affecting accounting profits and taxable income (or deductible
losses) when they occur. In addition, for taxable temporary differences related to investments in
subsidiaries, associates and joint ventures, if the Company can control the reversal time of the temporary
differences, and the temporary differences are likely not to be reversed in the foreseeable future, the
relevant deferred income tax liabilities will not be recognized. Except for the above exceptions, the
Company recognizes all other deferred income tax liabilities arising from taxable temporary differences.

Deferred income tax assets are not recognized for deductible temporary differences related to the
initial recognition of assets or liabilities arising from transactions that are neither business combinations
nor affecting accounting profits and taxable income (or deductible losses) at the time of occurrence. In
addition, for deductible temporary differences related to investments in subsidiaries, associated enterprises
and joint ventures, if the temporary differences are not likely to be reversed in the foreseeable future, or the
taxable income used to offset the deductible temporary differences is not likely to be obtained in the future,
the relevant deferred income tax assets will not be recognized. Except for the above exceptions, the

Company recognizes deferred income tax assets arising from other deductible temporary differences to the
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extent that it is likely to obtain taxable income to offset deductible temporary differences.

For any deductible loss or tax deduction that can be carried forward to the following year, the
corresponding deferred income tax assets shall be recognized to the extent that it is likely to obtain future
taxable income to offset deductible losses and tax deduction.

On the balance sheet date, deferred income tax assets and deferred income tax liabilities are measured
according to the applicable tax rate in the period when the relevant assets are expected to be recovered or
the relevant liabilities are paid off in accordance with the provisions of the tax law.

On the balance sheet date, the book value of deferred income tax assets shall be reviewed, and if it is
likely that sufficient taxable income will not be obtained in the future to offset the benefits of the deferred
income tax assets, the book value of deferred income tax assets will be written down. When sufficient
taxable income is likely to be obtained, the written-down amount shall be reversed.

3. Income tax expenses

Income tax expenses include current income tax and deferred income tax.

Except for the current income tax and deferred income tax related to transactions and events
recognized as other comprehensive income or directly included in shareholders' equity included in other
comprehensive income or shareholders’ equity, as well as the book value of the goodwill adjusted by
deferred income tax arising from business combination, other current income tax and deferred income tax
expenses or income shall be included in current profits and losses.

4. Offset of income tax

Where the Company has a legal right to settle on a net basis and intends to settle on a net basis or to
acquire assets and settle liabilities simultaneously, the Company's current income tax assets and current
income tax liabilities shall be presented on a net basis after offset.

When the Company has the legal right to settle the current income tax assets and current income tax
liabilities on a net basis, and deferred income tax assets and deferred income tax liabilities are related to the
income tax collected by the same tax collection and management department on the same taxpayer or
related to different taxpayers, however, in each future reversal period of significant deferred income tax
assets and liabilities, when the taxpayer involved intends to settle the current income tax assets and
liabilities on a net basis or acquires assets and settle liabilities at the same time, the deferred income tax
assets and deferred income tax liabilities of the Company shall be presented on a net basis after offset.

(XXXII) Lease

A lease refers to a contract in which the Company assigns or acquires the right to control the use of
one or more identified assets for a certain period of time in exchange for or in payment of consideration.
On the commencement date of a contract, the Company evaluates whether the contract is a lease or

contains a lease.
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1. The Company as the lessee

The Company's categories of leased assets are mainly right-of-use assets.

(1) Initial measurement

On the commencement date of the lease term, the Company recognizes the right to use the leased
assets during the lease term as the right to use assets, and recognizes the present value of unpaid lease
payments as lease liabilities, except for short-term leases and leases of low-value assets. When calculating
the present value of the lease payment amount, the Company adopts the interest rate implicit in lease as the
discount rate; if the interest rate implicit in lease cannot be determined, the incremental borrowing rate of
the lessee shall be used as the discount rate.

(2) Subsequent measurement

The Company depreciates the right-to-use assets in the month starting from the lease term. Where
there is a reasonable ground to believe that the ownership of a leased asset is obtainable upon the expiration
of lease period, the Company shall accrue depreciation during the remaining service life of the leased assets.
If it is impossible to reasonably determine that the ownership of the leased asset can be obtained at the
expiration of the lease term, the Company shall calculate depreciation within the period of the lease term
ore remaining useful life of the leased asset, whichever is shorter.

For lease liabilities, the Company calculates the interest expense of the lease liability in each period of
the lease period at a fixed cyclical interest rate, which is included in the current profit and loss or related
asset cost. The amount of variable lease payments not included in the measurement of lease liabilities shall
be included in the current profits and losses or the cost of related assets when they actually occur.

After the commencement date of the lease period, when the actual fixed payment amount changes, the
expected payable amount of the guarantee residual value changes, the index or ratio used to determine the
lease payment amount changes, and the evaluation result or actual exercise of the purchase option, renewal
option or termination option changes, the Company re-measures the lease liability based on the present
value of the changed lease payments and adjusts the book value of the right-to-use assets accordingly. If the
book value of the right to use assets has been reduced to zero, but the lease liabilities still need to be further
reduced, the Company will include the remaining amount into the current profits and losses.

(3) Short-term leases and low-value asset leases

For short-term leases (leases with a lease period not exceeding 12 months on the lease commencement
date) and low-value asset leases, the Company adopts a simplified treatment method, does not recognize
right-of-use assets and lease liabilities, and includes lease payments into relevant asset costs or current
profits and losses according to the straight-line method or other systematic and reasonable methods during
each period of the lease term.

(4) Lease change
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If the lease is changed and meets the following conditions at the same time, the Group will account for
the lease change as a separate lease:

* The lease change expands the lease scope by adding the right to use one or more leased assets;

* The increased consideration is equivalent to the separate price for the extended portion of the lease,
adjusted for the circumstances of the contract.

If the lease change is not accounted for as a separate lease, on the effective date of the lease change,
the Group shall re-allocate the consideration of the changed contract, re-recognize the lease period, and re-
measure the lease liability according to the present value calculated by the changed lease payment amount
and the revised discount rate.

If the lease scope is reduced or the lease term is shortened due to the lease change, the Company shall
reduce the book value of the right-to-use assets accordingly, and include the gains or losses related to
partial or complete termination of the lease into the current profits and losses. If the lease liabilities are re-
measured due to other lease changes, the Company shall adjust the book value of the right-to-use assets
accordingly.

2. The Company as the lesser

On the commencement date of the lease, the Company divides the lease into finance lease and
operating lease based on the substance of the transaction. Finance lease refers to the lease that essentially
transfers almost all the risks and rewards related to the ownership of the leased assets. Operating lease
refers to a lease other than a financing lease.

(1) lease

The Company recognizes lease receipts from operating leases as rental income for each period of the
lease term using a reasonable amortization method. Variable lease payments relating to operating leases
that are not included in lease receipts are included in current profits and losses when they are actually
incurred.

(2) Financial leasing

On the commencement date of the lease period, the Company recognizes the finance lease receivables
and derecognizes the finance lease assets. Financial lease receivables are initially measured as the net lease
investment (the sum of the unsecured residual value and the present value of the lease receipts not received
at the commencement of the lease period discounted at the interest rate implicit in lease), and the interest
income during the lease period is calculated and recognized at a fixed periodic interest rate. The variable
lease payments obtained by the Company that are not included in the measurement of net lease investment
are included in the current profits and losses when they actually occur.

(3) Lease change

When an operating lease is changed, the Company shall account for it as a new lease from the
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effective date of the change, and the advance or receivable lease receipts related to the lease before the
change shall be regarded as the new lease receipts.

If the financial lease changes and meets the following conditions at the same time, the Company shall
treat the lease change as a separate lease:

* The lease change expands the lease scope by increasing the right to use one or more leased assets;

* The increased consideration is equivalent to the separate price for the extended portion of the lease,
adjusted for the circumstances of the contract.

If the change of financial lease is not accounted for as a separate lease, the Company will account for
the changed lease under the following circumstances:

« If the change takes effect on the lease commencement date, and the lease is classified as an operating
lease, the Company will account for it as a new lease from the effective date of the lease change, and take
the net lease investment before the effective date of the lease change as the book value of the leased asset;

« If the change takes effect on the lease commencement date, and the lease is classified as a financial
lease, the Company will account for it according to the provisions of the Accounting Standards for
Business Enterprises No.22-Recognition and Measurement of Financial Instruments on amending or
renegotiating the contract.

(XXXIII) Changes in accounting estimates for significant accounting policies

None.

(XXXIV) Changes in accounting estimates for significant accounting policies

1. Changes to accounting policies

There were no significant accounting policy changes during the current period.

2. Changes in accounting estimates

There were no changes in significant accounting estimates during the current period.

V. Tax

(I) Major tax types and tax rates

Tax type Tax basis Tax rate

The output tax shall be subject to output VAT calculated at
the corresponding tax rate, and VAT is paid based on the

VAT balance after deducting the deductible input VAT for the 1%,3%,6%,9%,13%
current period.

Urban maintenance and

Turnover tax payable 7%
construction tax
Education surcharges Turnover tax payable 3%
Local educational surtax ~ Turnover tax payable 2%
Corporate income tax Taxable income 25%

(IT) Tax preference and approvals
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1. According to the Notice of the Ministry of Finance and the State Administration of Taxation on the
Treatment of Enterprise Income Tax on Special Purpose Financial Funds (Cai Shui [2011] No.70) and
relevant provisions of the Enterprise Income Tax Law of the People's Republic of China (Decree No.512 of
the State Council) and the Regulation on Carrying out of the Enterprise Income Tax Law of the People's
Republic of China, the financial funds of the total accrued income obtained by enterprises from the
financial departments and other departments of the people's governments at or above the county level from
January 1, 2011 can be regarded as non-taxable income and deducted from the total income if they meet the
following conditions at the same time:

A. The enterprise can provide the fund allocation documents that specify the special purpose of funds;

B. The financial department or other government department that allocates funds has special fund
management methods or specific management requirements for the funds;

C. The enterprise separately accounts for the funds and the expenditures incurred with the funds.

The expenses arising from the above-mentioned non-taxable income used for expenditure shall not be
deducted when calculating the taxable income; depreciation and amortization of assets formed for
expenditure shall not be deducted when calculating taxable income.

VI. Notes to Items in Consolidated Financial Statements

1. Monetary capital

Unless otherwise indicated in the following note items (including major project notes to the company's
financial statements), beginning refers to January 1, 2023, ending refers to December 31, 2023, current

period refers to year 2023 and last year refers to year 2023.

Item Closing balance Beginning balance
Cash on hand 15,461.64 11,317.49
Bank deposit 189,983,381.40 243,520,392.36
Other monetary funds 2,782,561,124.01 4,060,022,164.68
Total 2,972,559,967.05 4,303,553,874.53

Note: The restricted amount of monetary funds at the end of the period is 2,782,561,124.01 yuan.

Other restricted monetary funds are mainly pledged time deposits, security deposits, etc. Except for other
monetary funds, there are no other mortgages, frozen funds in monetary funds that have restrictions on
realization or are deposited overseas, or have potential recovery risks.

2. Notes receivable

(1) Classification of notes receivable

Item Closing balance Beginning balance
Bank acceptance bill 100,000.00 4,820,000.00
Commercial acceptance bill

Total 100,000.00 4,820,000.00
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(2) Notes receivable that have been endorsed or discounted as of the balance sheet date but not yet

matured
None
3. Accounts receivable

(1) Disclosure by aging

Aging

Closing balance

Beginning balance

Within 1 year (including 1 year)

438,343,921.04

517,843,166.15

1-2 years 499,866,682.62 259,363,328.50
2-3 years 254,363,328.50

Subtotal 1,192,573,932.16 777,206,494.65
Less: bad debt reserves 1,436,332.85 968,166.43

Total

1,191,137,599.31

776,238,328.22

(2) Disclosed by classification as per method of provision for bad debt

Closing balance

Type Book balance Bad debt reserves Book val
Proportion Withdrawal 00X value
Amount (%) Amount proportion (%)
Accounts receivable for individual
provisions for bad debts
Accounts receivable with provision for
bad debts according to credit riski 1,192,573,932.16 100.00
characteristic combination
Including: aging combination 39,746,429.10 3.33 1,436,332.85 3.61 38,310,096.25
Other combination 1,152,827,503.06 96.67 1,152,827,503.06
Total 1,192,573,932.16 100.00 1,436,332.85 1,191,137,599.31
(Continued)
Beginning balance
Type Book balance Bad debt reserves
Amount Proportion Amount Withdrawal Book value
(%) proportion (%)
Accounts receivable with large single
amount and single provision for bad debts
Accounts receivable with provision for
bad debts according to credit risk 777,206,494.65 100.00 968,166.43 0.12;  776,238,328.22
characteristic combination
Including: aging combination 37,372,855.53 4.81 968,166.43 2.59 36,404,689.10
Other combination 739,833,639.12 95.19 739,833,639.12
Accounts receivable for individually non-
significant amount but single withdrawing 777,206,494.65 100.00 968,166.43 776,238,328.22
bad debt reserves
Total 777,206,494.65 100.00 968,166.43 0.12i  776,238,328.22

Accounts receivable combined by aging in the combination

Aging

Closing balance
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Book balance

Bad debt reserves

Withdrawal proportion

(%)
Within 1 year 25,383,100.60
2-3 years 14,363,328.50 1,436,332.85 10.00
Total 39,746,429.10 1,436,332.85
(Continued)
Beginning balance
Agine Book balance Bad debt reserves Withdraw(a:;})) roportion
Within 1 year 18,009,527.03
1-2 years 19,363,328.50 968,166.43 5.00
Total 37,372,855.53 968,166.43

(3) Provision for bad debts

Amount of change in the Current Period
Type Beginning balance . Recovery or Writeroffor Closing balance
Withdrawal . .
reversal verification
Aging 968,166.43 468,166.42 1,436,332.85
combination

Total 968,166.43 468,166.42 1,436,332.85

4. Advance payment

(1) Prepayments listed by aging

Closing balance Beginning balance
Aging
Amount Proportion (%) Proportion (%)

Within 1 year 134,495,687.31 82.10 48,677,284.60 63.17
1-2 years 805,678.42 0.49 28,259,138.71 36.67
2-3 years 28,246,097.11 17.24
More than 3 years 275,161.10 0.17 123,161.10 0.16

Total 163,822,623.94 100.00 77,059,584.41 100.00

5. Other receivables

Item

Closing balance

Beginning balance

Other receivables

2,008,092,536.24

2,317,453,011.51

Interest receivable

Dividends receivable

Total

2,008,092,536.24

2,317,453,011.51

(1) Classification and disclosure of other receivable

(1) Disclosure by aging

Aging

Closing balance

Beginning balance

Within 1 year (including 1 year)

1,124,578,536.04

1,340,673,693.56

1-2 years

606,222,506.45

958,539,444.04
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2-3 years 258,521,944.00 6,595,857.75
3-4 years 6,595,857.75 6,078,300.00
4-5 years 6,078,300.00 4,029,528.92
More than 5 years 6,226,319.50 2,561,187.24

Subtotal 2,008,223,463.74 2,318,478,011.51
Less: bad debt reserves 130,927.50 1,025,000.00
Total 2,008,092,536.24 2,317,453,011.51

@ Classification of the nature

Nature of payment

Ending balance

Beginning balance

General operating receivable

95,315,350.70

118,878,132.57

Deposit and security fund 183,104.00 95,548.00
Unrelated Party Borrowings 952,480,300.00 868,310,951.82
Related parties-Capital transactions 960,244,709.04 1,331,193,379.12

Subtotal 2,008,223,463.74 2,318,478,011.51
Less: bad debt reserves 130,927.50 1,025,000.00
Total 2,008,092,536.24 2,317,453,011.51
(3) Provision for bad debts
Phase 1 Phase 11 Phase 111

Expected credit

Expected credit loss

Bad debt reserves Expected creditloss 0 feohe whole | for the whole period Total
overr;}:)en?}i(t 12 period _of ex_istence of exisFence
(not impaired) (impaired)
Beginning balance 1,025,000.00 1,025,000.00
Beginning balance of other
receivables account balance
in the current period:
--Transfer to Phase II
--Transfer to Phase III
--Reverse to Phase 11
--Reverse to Phase [
Provisioned for this period 130,927.50
Reversal in this period 1,025,000.00

Reversed for this period

Verification in  current

period

Other changes
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Bad debt reserves

Phase |

Phase 11

Phase 111

Expected credit loss
over the next 12

months

Expected credit

(not impaired)

loss for the whole
period of existence

Expected credit loss
for the whole period
of existence
(impaired)

Total

Closing balance

130,927.50

@ Provision for bad debts

Amount of change in the Current Period

Type Beginning balance . Recovery or Write-off or Closing balance
Withdrawal . .
reversal verification
Other receivables
in Phase I 1,025,000.00 130,927.50 1,025,000.00 130,927.50
Other receivables
in Phase II
Other receivables
in Phase II1
Total 1,025,000.00 130,927.50 1,025,000.00 130,927.50
6. Inventory
(1) Classification of inventories
Closing balance
Provision for
Item inventory
Book balance depreciation/provision Book value

contract performance

for impairment of

cost

Contract performance cost

2,264,882,577.41

2,264,882,577.41

Development cost

5,242,848,131.76

5,242,848,131.76

Develop products 568,299,675.70 568,299,675.70
Inventory goods 1,934,963.85 1,934,963.85
Low-value consumables 85,278.77 85,278.77
Raw materials 56,119.58 56,119.58

Total 8,078,106,747.07 8,078,106,747.07

(Continued)
Beginning balance
fem Book balance Falling price Book value

reéserves

Contract performance cost

5,921,050,212.82

5,921,050,212.82

Development cost

1,980,342,798.69

1,980,342,798.69

Develop products 162,694,029.50 162,694,029.50

Inventory goods

Develop products 85,278.77 85,278.77
Total 8,064,172,319.78 8,064,172,319.78

(2) Provision for depreciation of inventories

49

-F-153-



Notes to the 2023 Financial Statements of Yancheng Dafeng Xiecheng Industrial Development Co., Ltd.

There is no provision for depreciation of inventories at the end of the period.

(3) Inventory restrictions in the current period

The ending inventory includes an amount of 1,853,495,342.69 yuan pledged as collateral for loans.

7. Other current assets

Item

Closing balance

Beginning balance

Prepaid and deductible input tax

63,593,749.85

55,783,501.82

Total

63,593,749.85

55,783,501.82

8. Other non-current financial assets

(1) Details of other non-current financial assets

Item

Closing balance

Beginning balance

Financial assets measured at fair value and whose
changes are recorded into current profits and losses

10,000,000.00

Including: debt instrument investment

Other equity instrument investment

10,000,000.00

Derivative financial assets

Mixed instrument

Other

Financial assets measured at fair value and whose

changes are recorded into current profits and losses

Including: debt instrument investment

Mixed instrument

Other

Total

10,000,000.00

Details of equity instruments

Item Closing balance Beginning balance
Jiangsu International Trust Co., Ltd. 10,000,000.00
CITIC Trust Co., Ltd.
Total 10,000,000.00
9. Investment real estate
(1) Investment properties measured at fair value:
[tem Property Land use right Total
1. Beginning balance 571,603,000.00 510,825,400.00 1,082,428,400.00

II. Change in the Current Period

42,919,075.93 2,150,128,534.07

2,193,047,610.00

Plus: outsourcing

1,245,321,500.00

1,245,321,500.00

Transfer of
assets/construction in progress

inventory/fixed

329,702,276.18 1,058,222,000.00

1,387,924,276.18
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Item Property Land use right Total
Less: disposals 214,749,027.50 214,749,027.50
Fair value changes 3,503,533.82 -228,952,672.50 -225,449,138.68
Reclassification adjustment -290,286,734.07 290,286,734.07

III. Ending balance

614,522,075.93

2,660,953,934.07

3,275,476,010.00

Note: At the end of the period, 1,736,836,409.86 yuan of the investment real estate was used for

mortgage loans.

10. Fixed assets

Item Closing balance Beginning balance
Fixed assets 42,274,228.24 14,956,804.79
Disposal of fixed assets

Total 42,274,228.24 14,956,804.79

(1) Detail of fixed assets
Houses and Machinery and | Transportation Office ar}d Other
. buildings equipment equipment electronic equipment Total
g quip quip equipment quip

1 Original book
value:
éélance Beginning 9,168,698.50 = 1,039,823.01 189,300.53 852,052.55  5,381,409.01 = 16,631,283.60
2. Increased in the 31,063,965.35 284.242.94 213,118.09 860,281.95 48,380.53 | 32,469,988.86
current period
(1) Purchase 133,393.72 101,525.17 48,380.53 283,299.42
(2) Transfer of
construction in 27,687,404.59 27,687,404.59
progress
(3) Increase in
changes to the 3,376,560.76 150,849.22 213,118.09 758,756.78 4,499,284.85
consolidation
scope
3. Decreased in the 655,158.50 213,118.09 868.276.59
current period
(1) Disposal or 655,158.50 213,118.09 868,276.59
scrap
2) Other
decreases
4. Closing balance 39,577,505.35  1,324,065.95 189,300.53 = 1,712,334.50  5429,789.54  48,232,995.87
II.  Accumulated
depreciation
L. Beginning 628,679.19 49,391.58 89,917.72 565,873.75 340,616.57 1,674,478 81
balance
2. Increased in the 2,262,275.88 206,250.57 292,379.83 814,832.97  1,030,474.25 4,606,213.50
current period
(1) Withdrawal 875,684.26 115,943.40 89,917.64 141,786.56 . 1,030,474.25 2,253,806.11
(2) Increase in
changes  to the 1,386,591.62 90,307.17 202,462.19 673,046.41 2,352,407.39
consolidation
scope
3. Decreased in the 119.462.49 202.462.19 321,924.68
current period
(1) Disposal or 202,462.19 202,462.19
scrap
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Houses and Machinery and | Transportation Office at}d Other
ftem buildings equipment equipment clectronic equipment Total
g quip quip equipment quip

(2) Decrease duc 119,462.49 119,462.49
to reclassification
4. Closing balance 2,771,492.58 255,642.15 179,835.36 1,380,706.72 1,371,090.82 5,958,767.63
1L Impairment
provision
Beginning balance
Increased in 2023
Decreased in 2023
Closing balance
IV. Book value
1. Book value of
the closing 36,806,012.77 1,068,423.80 9,465.17 331,627.78 |  4,058,698.72 42,274,228.24
balance
2. Book value of
the beginning 8,540,019.31 990,431.43 99,382.81 286,178.80 | 5,040,792.44 14,956,804.79
balance

(2) At the end of this period, the Fixed asset has not been mortgaged.

(3) At the end of the period, there are no fixed assets with uncompleted title certificates.

11. Construction in progress

Closing balance Beginning balance
Item
Book balance Impairment provision;: Book value : Book balance :Impairment provision: Book value

Construction in progress

413,567,515.46

413,567,515.46

146,914,368.96

146,914,368.96

Engineering materials

Total

413,567,515.46

413,567,515.46

146,914,368.96

146,914,368.96

(1) Details of construction in progress are as follows:

Item

Closing balance

Beginning balance

Book balance

Impai

rment
provi
sion

Book value

Book balance

Impair
ment
provis
ion

Book value

Phase II Project for
Administrative
Center Photovoltaic
Power Generation

88,425.77

88,425.77

88,425.77

88,425.77

Dafeng District
Government 110KW
Solar  Photovoltaic
Construction Project

4,766.27

4,766.27

4,766.27

4,766.27

Dafeng Caoyan
Government  10Kv
(Capacity
Expansion)  Power
Distribution Project

183,038.16

183,038.16

183,038.16

183,038.16

Caoyan Town New

202,300.72

202,300.72
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Item

Closing balance

Beginning balance

Book balance

Impai

rment
provi
sion

Book value

Book balance

Impair
ment
provis
ion

Book value

Energy Photovoltaic
Carport Project

Sanlong Town New
Energy Photovoltaic
Carport Project

239,134.21

239,134.21

District Government
Photovoltaic Carport
Renovation Project

40,000.00

40,000.00

40,000.00

40,000.00

Office building
renovation

70,341.57

70,341.57

70,341.57

70,341.57

Shuangyuewan
Construction Waste
Treatment Plant

12,964,507.11

12,964,507.11

9,601,968.56

9,601,968.56

Sewage  Treatment
Project in Shanghai-
Jiangsu Cluster Area

82,970,745.31

82,970,745.31

75,635,690.61

75,635,690.61

Inverted rainbow
well and pipeline
project of Sewage
Treatment Plant in
Shanghai-Jiangsu

19,640,104.79

19,640,104.79

19,815,562.57

19,815,562.57

Dafeng  Industrial

Linkage Cluster

Area

Fence, tailwater

inverted siphon, 9,900.99 9,900.99 13,775.18 13,775.18
temporary ~ power

supply project

2019 Gang-G-07

Shanghai-Jiangsu 6,450,374.68 6,450,374.68 6,450,374.68 6,450,374.68
Cluster Area

Reclaimed Water

Reuse — Project in 1,676,243.75 1,676,243.75 673,457.03 673,457.03
Dafeng Port

Economic Zone

Sanlong Town

Sewage  Treatment 41,113,118.85 41,113,118.85 34,336,968.56 34,336,968.56
Project

Town-level sewage

treatment  facilities

improvement project
_ sewage equipment

49,500,000.00

49,500,000.00

system and
purification system
Town-level sewage
treatment  facilities 198,414,513.28 198,414,513.28
improvement project
Total 413,567,515.46 413,567,515.46 146,914,368.96 146,914,368.96

(2) At the end of this period, there is no indication of impairment of the Company's construction in

progress, and no provision for impairment of construction in progress has been made.

(3) At the end of this period, the construction in progress has not been mortgaged.

12. Intangible assets

(1) Detail of intangible assets
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Item Land use right Software Total
I. Original book value
1. Beginning balance 5,274,544.29 5,274,544.29
2. Amount increased in the current period 7,551,967.00 7,551,967.00
(1) Purchase
(2) Increase in business combination 7,551,967.00 7,551,967.00

3. Amount decreased in the current period

(1) Disposal

(2) Decrease due to reclassification

4. Ending balance

12,826,511.29

12,826,511.29

II. Accumulated amortization

1. Beginning balance 51,153.56 51,153.56
2. Amount increased in the current period 956,582.59 956,582.59
(1) Withdrawal 151,039.36 151,039.36
(2) Increase in business combination 805,543.23 805,543.23
3. Amount decreased in the current period

(1) Disposal

(2) Other decreases

4. Ending balance 1,007,736.15 1,007,736.15

III. Impairment provision

Beginning balance

Increased in 2023

Decreased in 2023

Closing balance

IV. Book value

1. Book value of the closing balance

11,818,775.14

11,818,775.14

2. Book value of the beginning balance

5,223,390.73

5,223,390.73

(2) Restricted intangible assets at the end of the period

None

(3) There are no assets with uncompleted title certificates in the ending balance.

13. Deferred income tax assets and liabilities

Closing balance

Beginning balance

Item . Deductible / Taxable . Deductible / Taxable
Deferred income tempor Deferred income tempor
tax assets / liabilities emporary tax assets / liabilities emporary
differences differences
Deferred income tax assets:
Asset impairment reserve 391,815.09 1,567,260.36 498,291.61 1,993,166.44
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Closing balance Beginning balance
Item Deferred income Deduftrlgle iaTaxable Deferred income Dedutctrlrt:le i;l“axable
tax assets / liabilities emporary tax assets / liabilities emporary
differences differences
Total 391,815.09 1,567,260.36 498,291.61 1,993,166.44

Deferred income tax
liabilities:

Change in fair value of
investment real estate

103,257,306.74

413,029,226.96

127,856,599.49 511,426,397.96

Total

103,257,306.74

413,029,226.96

127,856,599.49 511,426,397.96

14. Short-term borrowings

Item Closing balance Beginning balance
Pledged loan 1,293,600,000.00 412,600,000.00
Guaranteed loan 260,730,000.00 122,500,000.00
Accrued interest 1,591,570.01 490,355.82
Total 1,555,921,570.01 535,590,355.82

15. Notes payable

Type

Closing balance

Beginning balance

Bank acceptance bill

1,202,000,000.00

3,039,020,000.00

Commercial acceptance bill

100,000,000.00

718,070,000.00

Total

1,302,000,000.00

3,757,090,000.00

16. Accounts payable

(1) List of account payable

Closing balance Beginning balance
Aging
Amount Proportion (%) Amount Proportion (%)

Within 1 year 145,008,377.44 82.56 24,790,803.13 60.32
1-2 years 7,656,607.21 4.36 14,937,066.40 36.34
2-3 years 14,238,969.21 8.11 654,189.69 1.59
More than 3 years 8,726,744.46 4.97 718,068.06 1.75

Total 175,630,698.32 100.00 41,100,127.28 100.00

17. Contract liabilities

(1) Details of contract liabilities

Item

Closing balance

Beginning balance

Housing sales proceeds

164,356,119.50

89,245,989.99

Methanol payment

10,024,857.35

Ore payment 3,645,523.02
Coal payment 5,752,212.39
Total 173,753,854.91 99,270,847.34
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18. Payroll payable

(1) List of payroll payable

L Increased in Decreased in Increased in .
Beginning . Closing
Item the current the current business
balance . . L balance
period period combination
1. Short-term remuneration 2,114.40 @ 13,029,153.37 i 13,031,267.77
II.  Post-demission welfare -
defined contribution plan 1,647,282.50 1,647,282.50
I1I. Dismissal benefits
IV. Other benefits due within one
year
Total 2,114.40 : 14,676,435.87 | 14,678,550.27
(2) List of short-term remuneration
Beginning Increased in the Decreased in Incregsed n Closing
Item . the current business
balance current period . L balance
period combination
1. Salarl.es., bonuses, allowances 10.833.394.10 | 10,833.394.10
and subsidies
II. Employee services and benefits 457,686.01 457,686.01
III. Social insurance premiums 719,943.01 719,943.01
Including: 1. medical insurance 589.559.24 589.559.24
expense
2. Industrial injury insurance 60,120.99 60.120.99
expenses
3. Birth insurance expenses 70,262.78 70,262.78
IV. Housing provident fund 936,647.00 936,647.00
V. Labor “union expenses and 2,114.40 81,483.25 83,597.65
employees' educational funds
VI.  Short-term  compensated
absences
VII. Short-term profit sharing plan
Total 2,114.40 13,029,153.37 | 13,031,267.77

(3) Defined contribution plan

Increased in the

Decreased in the

Item Beginning balance current period current period Closing balance
Basic endowment insurance 1,252,094.98 1,252,094.98
Unemployment insurance premium 32,284.30 32,284.30
Annuity payment 362,903.22 362,903.22

Total 1,647,282.50 1,647,282.50

19. Taxes and dues payable

Item

Closing balance

Beginning balance

Value added tax payable 37,049.12 12,940,668.16
Payment of urban maintenance and construction tax 1,666,456.80 18,767.10
Education surcharge payable 1,190,326.28 13,405.07
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Item Closing balance Beginning balance
Corporate income tax payable 80,500,434.62 22,350,510.81
Land value increment tax payable 189,458.35
Property tax payable 884,121.78 359,516.32
Urban land use tax payable 535,779.28 810,778.08
Environmental protection tax payable 355,795.34 172,925.81
Stamp duty payable 85,004.73 480,076.33
Other taxes payable 57.00
Personal income tax payable 128.55 128.55
Total 85,255,153.50 37,336,234.58
20. Other payables
Item Closing balance Beginning balance
Other payables 239,845,353.63 1,445,272,743.07
Interest payable
Dividends payable
Total 239,845,353.63 1,445,272,743.07
(1) Other payables
1) List of other payables by aging
Closing balance Beginning balance
Aging
Amount Proportion (%) Amount Proportion (%)
Within 1 year 208,846,190.02 87.07 1,408,784,579.15 97.48
1-2 years 26,566,049.97 11.08 34,416,499.50 2.10
2-3 years 2,135,998.05 0.89 1,228,219.50 0.37
More than 3 years 2,297,115.59 0.96 843,444.92 0.06
Total 239,845,353.63 100.00 1,445,272,743.07 100.00

21. Non-current liabilities due within one year

Item

Closing balance

Beginning balance

Long-term borrowings due within one year

963,989,811.37

508,139,849.34

Interest on long-term borrowings due within one

year

1,294,413.06

636,834.25

Long-term payables due within one year

773,028,231.04

363,620,778.98

Other non-current liabilities due within one year

30,000,000.00

Total

1,768,312,455.47

872,397,462.57

22. Other current liabilities

Item

Closing balance

Beginning balance

Wauxi Jintou Commercial Factoring Co., Ltd.

50,000,000.00

Wauxi Liantou Commercial Factoring Co., Ltd.

130,000,000.00

-F-
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Wauxi Jinkong Commercial Factoring Co., Ltd. 20,000,000.00 100,000,000.00

Postal Savings Bank Factoring 100,000,000.00

Tax to be written-off 1,232,707.18 1,368,626.34
Total 251,232,707.18 151,368,626.34

23. Long-term borrowings

Item Closing balance Beginning balance
Guarantee + mortgage loan 200,000,000.00 210,000,000.00
Guarantee + pledge loan 134,000,000.00 190,000,000.00

Guaranteed loan

4,349,368,393.92

2,253,930,000.00

Accrued interest on long-term borrowings

6,361,137.63

2,588,185.21

Less: long-term borrowings due within one year (Note
VI.21)

963,989,811.37

508,139,849.34

Less: Interest on long-term borrowings due within one
year (Note VI.21)

1,294,413.06

636,834.25

Total

3,724,445,307.12

2,147,741,501.62

24. Long-term payables

Item

Closing balance

Beginning balance

Financial leasing

1,236,816,688.86

665,856,862.59

Other borrowings

582,800,000.00

520,000,000.00

Special payables

1,088,186,671.12

673,822,849.83

Less: current portion due within one year (Note VI.21)

773,028,231.04

363,620,778.98

Total

2,134,775,128.94

1,496,058,933.44

Among them, the details of special payables are as follows:

Item Beginning balance Increased n the | Decreased n the Closing balance
current period current period
Construction funds of Kangxinyayuan 523,672,849.83 1,710,000.00:  193,707,298.71 331,675,551.12
Xinfengli construction funds 150,000.00 150,000.00
Runfu Phase II Capital 150,000,000.00:  606,361,120.00 756,361,120.00
Total 673,822,849.83.  608,071,120.00: 193,707,298.71 1,088,186,671.12

25. Other non-current liabilities

Item Closing balance Beginning balance
Jiangsu Asset Management Co., Ltd. 300,000,000.00
Suzhou Chengtou Commercial Factoring Co., Ltd. 150,000,000.00
Less: current portion due within one year (Note VI.21) 30,000,000.00
Total 120,000,000.00 300,000,000.00
26. Paid-up capital
Name of Sharcholder Beginning balance _ Increased | Decreased Closing balance
Investment amount pmpf,’ i in 2023 in 2023 Investment Proportion %
on % amount
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Name of Sharcholder Beginning balance Increased | Decreased Closing balance
Investment amount Prop S i in2023 in2023 Investment Proportion %
on % amount
Yancheng Dafeng Urban
Construction Group Co., Ltd. 1,000,000,000.00; 100.00 1,000,000,000.00 100.00
Total 1,000,000,000.00. 100.00 1,000,000,000.00 100.00

27. Capital reserves

Increased in the

Decreased in the

Item Beginning balance current period current period Closing balance
Other capital reserves 4,437,086,290.20 381,262,604.30 4,818,348,894.50
Total 4,437,086,290.20 381,262,604.30 4,818,348,894.50

Note: The increase in capital reserve in the current period is due to shareholders' capital increase and

free allocation of equity.

28. Other comprehensive incomes

Amount incurred in current period
Less: Current
transfer-in profits .
Beginning ) incl Attributable to )
Item balance Pre-tax income ofnd ?j::ig::de Less: income tax ittributable to paren  minority Closing balance
current period . expenses company after tax : shareholders
comprehensive
. . after tax
incomes in the
prior period
II. Other
comprehensive
incomes to be |, 1 616,850.50  69,727,123.82) 211,259,880.48 -24,820,195.15 -125378.873.01 8,666,311.50 115,237,986.49
reclassified into
profits and losses
in the future
Including: initial
conversion of ) 4, €16859.50  69,727,123.82 211,259,880.48 -24,820,195.15 -125378,873.01 8,666,311.50 115,237,986.49
investment real
estate
Total 240,616,859.50: 69,727,123.82: 211,259,880.48: -24,820,195.15 -125,378,873.01. 8,666,311.50 115,237,986.49
29. Surplus reserves
Beginning Increased in the current Decreased in the current Closing
Item . .
balance period period balance
Statutory surplus 8,558,141.28 15,103,574.31 23,661,715.59
reserves
Total 8,558,141.28 15,103,574.31 23,661,715.59

30. Undistributed profits

Item

Amount in the current
period

Amount in the last
year

Profits undistributed of the end of previous year before adjustment

64,224,101.99

42,314,793.88

Total adjustment number of undistributed profit at the beginning of the period

Beginning undistributed profits after the adjustment

64,224,101.99

42,314,793.88
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Item

Amount in the current
period

Amount in the last

year

Plus: Net profits attributable to the shareholder of the parent company

203,538,954.28

24,169,871.01

Less: Withdrawal of statutory surplus reserve

15,103,574.31

2,260,562.90

Less: other (consolidated decrease)

Undistributed profits at the end of the period

252,659,481.96

64,224,101.99

31. Operating income and operating cost

Item Amount in the current period Amount in the last year
Main business income 936,860,000.17 954,498,562.30
Other business income 7,414,974.57 5,521,927.15

Total 944,274,974.74 960,020,489.45
Main business cost 839,457,627.98 888,156,335.03
Other business cost 6,507.70 1,158,970.74

Total 839,464,135.68 889,315,305.77

(1) Classification of main business

Amount in the current period

Amount in the last year

Item

Income Cost

Income

Cost

Infrastructure construction

264,261,669.60

220,218,058.00

252,134,554.42

210,112,128.68

Real estate sales

127,871,822.36

95,221,457.56

428,132,879.71

409,481,626.84

Trade

371,444,019.19

368,220,152.12

135,205,488.70

133,124,183.57

Gas supply and power supply business

153,233,941 .91

151,375,108.81

137,030,157.40

135,152,457.40

Leasing business 851,549.06 149,422.01

Sewage treatment 13,234,040.88 3,262,652.94 1,627,000.90 278,256.32

Other 5,962,957.17 1,010,776.54 368,481.17 7,682.22
Total 936,860,000.17 839,457,627.98 954,498,562.30  888,156,335.03

32. Taxes and surcharges

Item Amount in the current period Amount in the last year
Urban maintenance and construction tax 1,687,007.48 838,767.01
Education surcharges 1,204,525.12 598,457.55
Property tax 4,348,898.43 608,643.06
Payment of land use tax 6,207,220.25 3,902,381.64
Stamp duty 1,760,310.64 1,587,223.49
Environmental protection tax 4,174,540.03
Vehicle and vessel tax 300.00
Other taxes and fees 1,157,739.39 1,356,075.06
Total 20,540,241.34 8,891,847.81
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Note: For details of various taxes and additional payment standards, please refer to Note V “Taxes”.

33. Financial expenses

Item

Amount in the current period

Amount in the last year

Interest expenditures

26,916,285.35

74,244,756.78

Less: interest incomes

33,008,599.98

59,723,825.56

Plus: commission charges 1,394,343.79 6,140,474.41
Plus: 5,000.00 2,951,226.11
Plus: exchange loss -38,858.64 -227,044.27

Total -4,731,829.48 23,385,587.47

34. Other income

Item Amount in the current period Amount in the last year
Government subsidies related to daily business activities 978,043.69 17,376,696.08
Other income related to daily business activities

Total 978,043.69 17,376,696.08

35. Incomes of investment

Item

Amount in the current

Amount in the

period last year

Dividend income earned during the investment holding of other equity instruments

10,650,000.00

Investment income from the disposal of equity investments

Total

10,650,000.00

36. Fair value change profit and loss

Item Amount in the current period Amount in the last year
Investment real estate 169,886,304.42 -3,791,910.00
Total 169,886,304.42 -3,791,910.00

37. Credit impairment losses

Item Amount in the current period Amount in the last year
Bad debt reserves 425,906.08 -968,166.43
Total 425,906.08 -968,166.43

38. Non-operating incomes

Item Amount in the current period Amount in the last year
Income from penalties 137,000.00
Other 438,151.80 68,143.25
Total 438,151.80 205,143.25

39. Non-operating expenses

Item

Amount in the current period

Amount in the last year

Expenditures for welfare donations

800.00
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Late fee for taxes 3,140,689.71 656,056.09

Loss from scrapping due to damage of non-current assets 290,930.10

Other 60,248.94 0.02
Total 3,492,668.75 656,056.11

40. Income tax expenses

Amount in | Amount in

Item the current |  the last
period year
Current income tax 16,567,973 18,826,447
48 27

Difference between the final settlement and settlement of the previous year's income tax included in | 3,366,753.

the current income tax

43:238,399.93

Deferred income tax expenses

327,378.92 1,190,019.

1
Total 20,262,105 17,398,028
0 83 23

41. Supplementary information to statement of cash flow

(1) Supplementary information to statement of cash flow

Supplementary information

Amount in the current

period

Amount in the last year

1. Adjust net profit to cash flow of operating activities:

Net profits

199,955,123.91

21,831,017.09

Plus: asset impairment provision

Credit impairment losses -425,906.08 968,166.43
De.prem.atlon. of fixed assets, oil and gas assets and 2.253.806.11 970,734.16
productive biological assets
Amortization of intangible assets 151,039.36 51,153.56
Amortization of long-term deferred expenses 846,340.36
Loss on disposal of fixed assets, intangible assets and
other long-term assets (or income is expressed by "-")
Loss fror”rl"on retirement of fixed assets (or income is 290,930.10
expressed by "-")
Loss from change in fair value (or income is 1169.886.304.42 3,791,910.00

expressed by “-”)

Financial expenses (or income is expressed by “-”)

26,916,285.35

77,195,982.89

Investment loss (or income is expressed by “-”) -10,650,000.00

Decrease“ :n deferred tax assets (or increase is 106.476.52 242,041.61
expressed by “-”)

Increase in deferred tax liabilities (or decrease is 220.902.40 -947.977.50

expressed by “-”)

Inventory decrease (or increase is expressed by “-”)

154,065,244.69

-2,143,223,188.44

Decrease in operational receivable items (or increase
is expressed by “-”)

-108,629,043.85

-2,584,531.21

Decrease in operational payable items (or decrease is
expressed by “-”)

115,121,509.66

115,825,083.65

Other

Net cash flows from operating activities

220,986,404.11

-1,937,013,690.98

2. Significant investing and financing activities not
involving cash deposit and withdrawal
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Supplementary information

period

Amount in the current

Amount in the last year

Conversion of debts into capital

Convertible bonds due within one year

Fixed assets under financing lease

3. Net increase in cash and cash equivalents

Closing balance of cash

189,998,843.04

243,531,709.85

Less: opening balance of cash

243,531,709.85

220,105,203.92

Plus: closing balance of cash equivalents

Less: opening balance of cash equivalents

Net increase in cash and cash equivalents

-53,532,866.81

23,426,505.93

(3) Composition of cash and cash equivalents

Item Closing balance Beginning balance
Cash on hand 15,461.64 11,317.49
Bank deposit 189,983,381.40 243,520,392.36
Other monetary funds

Total 189,998,843.04 243,531,709.85

Note: Margin and fixed deposits that mature in more than three months are not included in cash and

cash equivalents.

42. Assets with restricted ownership or use rights

Item Closing balance Reasons for constraints
Monetary capital 2,782,561,124.01 Deposits for bills and pledges for loans
Inventory 1,853,495,342.69: Provide collateral for loan

Investment real estate

1,736,836,409.86

Provide collateral for loan

Total

6,372,892,876.56

VII. Change of consolidation Scope

In 2023, a total of 11 subsidiaries were included in the scope of consolidation. Compared with 2023, 2

new subsidiaries were added to the consolidation scope, namely Yancheng Dafeng Fushouyuan Cemetery

Co., Ltd. and Yancheng Dafeng Liangyuan Wedding Ceremony Service Co., Ltd., which were transferred

free of charge; 1 subsidiary was removed from the consolidation scope, Yancheng Dafeng Huiju

Development and Construction Co., Ltd. The Company has not made any capital contribution yet, and it

was transferred out without compensation at the end of the period.

VIII. Equity in other entities

1. Equity in subsidiaries
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Ratio
. Regis.tered Sharehf)lding of Acquisition
No Registere M.am Nature of capital I’%’[IO voting method
Name dland business business (ten (%) rights
place thousand (%)
yuan) Direct Ind;rec
New energy
technology
Nanjing development,
Fengye New | Nanjing Nanjing technical .
1 Energy City, City, consultation, 800.00  65.00 65.00 EStablishmen
Technology Jiangsu Jiangsu technology
Co., Ltd. transfer,
technical
services
Yancheng
Dafeng Construction
Wancheng Yancheng | Yanchen | project .
2 Engineering City, g City, management, 10,000.00 100.0 100.0- | Establishmen
4 . . . 0 0 t
Project Jiangsu Jiangsu infrastructure
Management construction
Co., Ltd.
Yancheng
Dafeng
Wanxing Real | Yancheng @ Yanchen | Real estate .
2.1  Estate City, gCity,  development = 19,800.00  45.00 5.00 108'0 EStablishmen
Development | Jiangsu Jiangsu and operation
Co., Ltd.
(Note 1)
ot
Dafeng Ye_mcheng Yan_chen and operation, 100.0 100.0 : Establishmen
3 | Zhencheng City, g City, . 20,000.00
: . . construction 0 0 t
Construction Jiangsu Jiangsu .
Co., Ltd. project
management
Sewage
treatment;
Yancheng water
Dafeng treatment
Hucheng ancheng Yan_chen engineering, 100.0 100.0 | Establishmen
4 City, g City, Lo 2,000.00
Sewage . . pipeline 0 0 t
Jiangsu Jiangsu . .
Treatment engineering
Co., Ltd. architectural
design and
construction
Environmenta
1 protection
technology
and
Jiangsu equipment
Shuifa Huaxia | Yancheng @ Yanchen : development; .
4.1  Environmenta : City, g City, environmental ;| 10,000.00 100.0 100.0 | Establishmen
. . . 0 0 t
1 Technology : Jiangsu Jiangsu protection
Co., Ltd. engineering
services;
engineering
construction,
etc.
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Real estate

development
Yancheng and operation;
Dafeng pipe?line .
engineering,
Guangsha Yancheng  Yanchen ) oo 100.0 100.0 ~ Establishmen
5 | Development : City, g City, decoration 71,500.00 0 0 ¢
and Jiangsu Jiangsu . .
Construction englpqerlilg,
municipa
Co., Ltd. engineering
design and
construction
Yancheng Real estate
Dafeng Huiye develop mqnt
Development ancheng Yaqchen and op eration; 100.0 100.0 | Establishmen
6 and City, g City, construction 60,614.00 0 0 ¢
. Jiangsu Jiangsu of
Construction .
Co.. Ltd Construction
Co Projects
Yancheng Real estate
Dafeng development
Huifengcai Yancheng : Yanchen : and operation; Establishmen
7 Development | City, g City, construction 10,000.00 51.00 51.00 ¢
and Jiangsu Jiangsu of
Construction Construction
Co., Ltd. Projects
Tomb
manufacturin
Yancheng g and leasing;
Dafeng sales of
Fushou Yancheng  Yanchen  funcral 150,000.0  100.0 100.0
8 Garden City, g City, supplies; 0 0 0 Transfer
Cemetery Co Jiangsu Jiangsu ashes storage,
Ltd ry +0- funeral
’ etiquette,
burial services
in cemeteries.
Typing and
photocopying;
Wedding
etiquette
Yancheng service, video
Dafeng phot.o graphy
. service,
Liangyvan | Yancheng | Yanchen . .piiiy 100,000.0  100.0 100.0
8.1 | Wedding City, g City, service: craft 0 0 0 Transfer
Etiquette Jiangsu Jiangsu ’

Service Co.,
Ltd.

sales;
property
management;
computer
graphic
production
and design.

Overseas subsidiaries; 4. Public institutions; 5. Infrastructure units

Note: Enterprise type: 1. Domestic non-financial subsidiaries; 2. Domestic financial subsidiaries; 3.

Note: Yancheng Dafeng Wancheng Engineering Project Management Co., Ltd. (hereinafter referred to

as Wancheng Company), Yancheng Dafeng Zhencheng Construction Co., Ltd. (hereinafter referred to as

Zhencheng Company) and Glory Creation Group Limited (hereinafter referred to as Xiangkai Group)

jointly invested in the establishment of Yancheng Dafeng Wanxing Real Estate Development Co., Ltd.

(hereinafter referred to as Wanxing Company), holding 45%, 5% and 50% of the shares respectively. The
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investment agreement stipulates that Wancheng Company shall consolidate and account for Wanxing

Company.

2. Joint venture and associated enterprises

None

3. Details of other related parties

Name of other related parties

Relationship between other related parties and the company

Yancheng Dafeng Urban Construction Group Co., Ltd.

Parent company

Yancheng Dafeng Zecheng Trade Development Co., Ltd.

Under the same control

Yancheng Dafeng Haicheng Tourism Development Co., Ltd.

Under the same control

4. Related party transactions and related party balances

(1) Related party guarantee

None

(2) Detail of related party transactions

Project Name of otl_ler related Relationship of related party Closing Beginning Remarks
name parties balance balance
Other Yancheng Dafeng
. Urban Construction Parent company 960,244,709.04 | 1,331,193,379.12 | Current account
receivables
Group Co., Ltd.
Total 960,244,709.04 = 1,331,193,379.12
Yancheng Dafeng
Other Zecheng Trade Under the same control 265,036,900.00 ;| Current account
payables Development Co.,
Ltd.
Yancheng Dafeng
Other Haicheng Tourism Under the same control 39,729,970.19 | Current account
payables Development Co.,
Ltd.
Total 304,766,870.19

IX. Contingencies

(I) As of the end of 2023, contingent events arising from pending litigation or arbitration and their

financial impact

None.

(II) As of the end of 2023, the contingent liabilities arising from the debt guarantee provided by the

Company and their financial impact

1. As of the end of 2023, debt guarantees provided by the Company for other entities

None.

1. As of the end 0f 2023, the guarantee provided by the Company for related parties.

None.

(IIT) As of the end of 2023, the Company's contingent liabilities arising from other events

None.
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(4) As of the end of 2023, the Company's contingent assets
None.
(V) Except for the above contingencies, as of the end of 2023, the Company has no other material
contingencies.
X. Post Balance Sheet Event

As of the date of approval of the financial report, there are no other significant post - balance sheet

events that need to be disclosed by the Company.

XI. Notes to Main Items Financial Statements of the Parent Company
1. Accounts receivable

(1) Disclosed by aging

Aging Closing balance Beginning balance

Within 1 year (including 1 year) 3,517,802.34 1,131,802.08

1-2 years 19,363,328.50
2-3 years 14,363,328.50
Subtotal 17,881,130.84 20,495,130.58
Less: bad debt reserves 1,436,332.85 968,166.43
Total 16,444,797.99 19,526,964.15
(2) Listed by classification as per method of provision for bad debt
Closing balance
Type Book balance Bad debt reserves
: Book value
Amount Pro?;r)tlon Amount Withdrawal proportion (%)
0
Accounts receivable for individual
provisions for bad debts
Accounts receivable with provision
for bad debts according to. 17,881,130.84 100.00:1,436,332.85 8.03: 16,444,797.99
combination
Including: aging combination 17,870,312.61 99.94:1,436,332.85 8.04: 16,433,979.76
Other combination 10,818.23 0.06 10,818.23
Total 17,881,130.84 1,436,332.85 16,444,797.99
(Continued)
Beginning balance
Type Book balance Bad debt reserves
: : : Book value
Proportion Withdrawal proportion
Amount (%) Amount (%)
Accounts receivable with
large single amount and
single provision for bad debts
Accounts receivable with
provision - for - bad “debts 495 134 5g 100.00  968,166.43 472 19,526,964.15
according to credit risk
characteristic combination
Including: aging combination 20,495,130.58 100.00 968,166.43 4.72 19,526,964.15
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Beginning balance

Type Book balance Bad debt reserves
: : ; Book value
Amount Propoortlon Amount Withdrawal proportion
(%)
Other combination

Accounts  receivable  for
individually non-significant
amount but single
withdrawing bad debt
reserves

Total 20,495,130.58 100.00; 968,166.43 4.72 19,526,964.15

(3) Provision for bad debts

In the current period, the provision for bad debts of 968,166.43 yuan was reversed, and the

provision for bad debts of 1,436,332.85 yuan was made.

2. Other receivables

Item Closing balance Beginning balance
Other receivables 1,169,575,261.37 1,053,568,629.50
Interest receivable

Total 1,169,575,261.37 1,053,568,629.50

(1) Other receivables

Disclosure by agin
Yy aging

Aging

Closing balance

Beginning balance

Within 1 year (including 1 year)

903,470,126.05

103,568,629.50

1-2 years 16,105,135.32 950,000,000.00
2-3 years 250,000,000.00
Subtotal 1,169,575,261.37 1,053,568,629.50

Less: bad debt reserves

Total

1,169,575,261.37

1,053,568,629.50

@ Classification of the nature

Nature of payment

Ending balance

Beginning balance

General operating receivable

33,755,335.31

49,768,629.50

Unrelated Party Borrowings

523,800,000.00

903,800,000.00

Related parties-Capital transactions

612,019,926.06

100,000,000.00

Subtotal

1,169,575,261.37

1,053,568,629.50

Less: bad debt reserves

Total

1,169,575,261.37

1,053,568,629.50

(3) Provision for bad debts

There are no provision for bad debts or reversal of provision for bad debts in the current period
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3. Long-term equity investment

(1) Classification of long-term equity investment

Closing balance Beginning balance
Item : :
Book balance Impal_rn_qent Book value Book balance Tmp airment Book value
provision provision
Investments in: 3,832,629,091.8 3,832,629,091.8: 3,638,888,494.6 3,638,888,494.6
subsidiaries 9 9 9 9
Investment in
associated
enterprises
3,832,629,091.8 3,832,629,091.8: 3,638,888,494.6 3,638,888,494.6
Subtotal
9 9 9 9
Less: Provision for
impairment of
long-term equity
investments
3,832,629,091.8 3,832,629,091.8: 3,638,888,494.6 3,638,888,494.6
Total
9 9 9 9
(2) Invest in subsidiaries
Withdrawn
. impairment
. Beginning : Decreased in provision | Impairment
Invested unit balance Irclliﬁearslfcrl)éill(t)}(lie the cqrrent ClOSil’lg balance in the provision
period current
period
Nanjing Fengye
New Energy 5,200,000.00 5,200,000.00
Technology Co.,
Ltd.
Yancheng Dafeng
Zhencheng

Construction Co.,
Ltd.

704,968,547.06

704,968,547.06

Yancheng Dafeng
Wancheng
Engineering
Project
Management Co.,
Ltd.

1,995,270,909.93

1,995,270,909.93

Yancheng Dafeng
Hucheng Sewage
Treatment Co.,
Ltd.

20,000,000.00

20,000,000.00

Yancheng Dafeng
Guangsha
Development and
Construction Co.,
Ltd.

913,449,037.70

215,000,000.00 1,128,449,037.70

Yancheng Dafeng
Fushou Garden 21,259,402.80 21,259,402.80
Cemetery Co.,
Ltd.
Total 3,638,888,494.69 | 193,740,597.20 3,832,629,091.89

(3) Investment in associated enterprises

None

4. Operating income and operating cost

(1) Basic information of operating income and operating cost
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Item Amount in the current period Amount in the last year
Main business income 108,929,504.91 135,711,760.75
Other business income 4,288,964.49 1,649,346.98
Total 113,218,469.40 137,361,107.73
Main business cost 105,056,838.86 133,124,183.57
Other business cost 851,861.74
Total 105,056,838.86 133,976,045.31
(2) Classification of main business
Amount in the current period Amount in the last year
frem Income Cost Income Cost
Trading business 96,412,149.33 95,109,060.93 135,205,488.70 133,124,183.57
Power supply and steam supply business 376,691.55 506,272.05
Real estate sales 11,289,114.97 9,798,355.92
Leasing business 851,549.06 149,422.01
Total 108,929,504.91; 105,056,838.86 135,711,760.75 133,124,183.57
5. Incomes of investment
Amount in the Amount in the last
Item
current period year
Investment income from the disposal of equity investments
Dividend income earned during the investment holding of other equity instruments 10,650,000.00
Total 10,650,000.00

XII. Other contents that should be disclosed in accordance with relevant financial accounting
standards

None.

Yancheng Dafeng Xiecheng Industrial Co., Ltd.

April 26,2024
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Legal representative: Principal in Charge of Financial Work:

Principal of Financial Department:
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Audit Report
—
N\
ZXCS No. 2025503063
" \
i 4
All shareholders of Yancheng Dafeng Urt;‘m 'Deve{lﬁpl}i‘é’nt Inve.%ment Holding
Group Co., Ltd.: \ .'

I. Audit Opinions

We have audited the financial statements of Yancheng Dafeng Urban
Development Investment Holding Group Co., Ltd. (hereinafter referred to as “Dafeng
Chengfa Group”), including the pro forma consolidated and parent company balance
sheets as of December 31, 2024, 2023 and 2022, the pro forma consolidated and parent
company income statements, the pro forma consolidated and parent company cash flow
statements, the pro forma consolidated and parent company statements of changes in

equity and related financial statement notes for the years 2024, 2023 and 2022.

In our opinion, the attached pro forma financial statements have been prepared in
all material respects in accordance with the accounting standards for enterprises and the
preparation basis described in Note II.(I) to the pro forma financial statements, and
fairly reflects the pro forma consolidated and parent company’s financial status as of
December 31, 2024, 2023 and 2022, as well as the pro forma consolidated and parent

company’s operating results and cash flows for the year of 2024, 2023 and 2022.
IL. Basis for Forming Audit Opinions

We carried out the audit work in accordance with the Auditing Standards for the
Chinese Certified Public Accountants. Our responsibilities under these standards are
further elaborated in the section of "Accountants' Responsibilities for Auditing Pro
Forma Financial Statements" in the Audit Report. According to the Chinese Code of

Professional Ethics for Certified Public Accountants, we are independent of the Dafeng
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Chengfa and fulfilled other responsibilities in terms of professional ethics. We believe
that the audit evidence we obtained is sufficient and appropriate, which provides a basis

for issuing the audit opinions.

f"‘t‘“"‘u
III. Responsibilities of Management and (ﬁ{i*__e}nance fon}t? Forma
g 500

i =\
Financial Statements 3 \

The management of Dafeng Chengfa Group (hereinaftéragferred to as the M .agement)
is responsible for preparing the pro forma financial staterhents:in acc_orda’hce with the
basis of preparation disclosed in Note II. (I) to the accompanying pro forma financial
statements, so as to achieve a fair reflection, and design, implement and maintain
necessary internal controls to ensure that the pro forma financial statements are free

from material misstatement due to fraud or error.

In preparing the pro forma financial statements, the Management is responsible
for assessing the Dafeng Chengfa Group's going concern capability, disclosing going
concern-related matters (where applicable) and applying going concern assumptions,
except that the Management plans to liquidate the Dafeng Chengfa Group, terminate

operations or have no other realistic alternative.

The Management layer is responsible for supervising the financial reporting

process of the Dafeng Chengfa Group.

IV. Responsibilities of Certified Public Accountants for Auditing Pro

Forma Financial Statements

Our objective is to obtain reasonable assurance as to whether the trial financial
statements as a whole are free from material misstatement due to fraud or error, and to
issue audit report containing audit opinions. Reasonable assurance is a high-level
assurance, but it does not guarantee that an audit carried out according to auditing
standards can always find a material misstatement when it exists. Misstatement, which

may result from fraud or error, is generally considered material if it is reasonably
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expected that the misstatement, individually or collectively, {gct the economic
P 4

decisions made by the users of the pro forma financi8l Statements o __L{qéﬁ,basis of the

pro forma financial statements.
i,’

During auditing carried out according to audltm}; standards we made professmnal
Jjudgments and maintained professional skepticism. At \heagdme timey*we also carried

out the following work:

(1) Identified and assessed the risks of material misstatement in the financial
statements caused by fraud or error, designed and implemented audit procedures to deal
with these risks, and obtained sufficient and appropriate audit evidence as the basis for
issuing audit opinions. Because fraud may involve collusion, forgery, intentional
omission, misrepresentation or overriding internal control, the risk of failure to detect
material misstatement due to fraud is higher than the risk of failure to detect material

misstatement due to error.

(2) Understood the internal control related to audit in order to design appropriate
audit procedures, but the purpose is not to express opinions on the effectiveness of

internal control.

(3) Evaluated the appropriateness of the accounting policies selected by the

Management and the rationality of making accounting estimates and related disclosures.

(4) Draw a conclusion on the appropriateness of management's use of the going
concern assumption. At the same time, according to the obtained audit evidence, it is
concluded whether there is significant uncertainty in matters or situations that may lead
to major doubts about Dafeng Chengfa Group's ability to continue operations. If we
conclude that there is material uncertainty, the auditing standards require us to draw the
attention of the users of the statements to the relevant disclosures in the pro forma
financial statements in the audit report; if the disclosure is insufficient, we should

express a modified opinion. Our conclusions are based on the information available as
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of the audit report date. However, future events T'circuﬁllstances" miay\ead to the

Dafeng Chengfa Group's unsustainable operation. |
| .
| P N
(5) Evaluated the overall presentation, structure an‘“d\'_:content (includmg/disclosures)

R Ny, 107 4 :
of the pro forma financial statements, and evaluated whetheithe.prt forma financial

statements fairly reflect relevant transactions and events.

(6) Obtained sufficient and appropriate audit evidence on the financial information
of entities or business activities in the Group to express audit opinions on the pro forma
financial statements. We are responsible for guiding, supervising and executing the

Group audit, and take full responsibility for the audit opinions.

We communicated with the Management on the planned audit scope, schedule and
major audit findings, including the internal control deficiencies deserving attention that

we identified during the audit.

Zhongxi CPAs (Special General Chinese Certified Public Accountants:
Partnership) Zhu Guogiang
Beijing, China Chinese Certified Public Accountants:
Li Hua

June 17, 2025
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Preparation Company: Yancheng Dafeng Urban Develo

Monetary unit: RMB

Ttems E N ) 2 December 31, 2023 December 31, 2022
Current assets: \‘é\ .t\é% 3
Monetary capital N&ij;:el _ 8,3%{,:1}23%.27 11,589,351,257.19 12,305,308,079.94
Transactional financial assets Ny «..‘.L__,:i.ﬁ“' e
Derivative financial assets
Notes receivable Note VI. 2 2,296,845.94 1,674,824.20 5,710,198.00
Accounts receivable Note VI. 3 15,291,728,188.30 13,615,912,207.00 11,881,820,574.17
Receivables financing
Advance payment Note VL. 4 948,235,729.06 1,165,033,186.10 1,108,643,479.02
Other receivables Note VL. 5 12,488,619,080.86 12,057,155,298.01 11,754,015,194.44
Inventory Note VI. 6 29,977,672,312.04 28,417,664,239.18 27,088,744,064.27
Contract assets
Held-for-sale assets
Non-current assets due within one year
Other current assets Note VL. 7 841,873,744.73 846,714,112.92 784,236,902.67
Total current assets 67,894,588,287.20 67,693,505,124.60 64,928,478,492.51
Non-current assets:
Debt investment
Other Debt Investment
Long-term receivables
Long - term equity investment Note VI. 8 11,592,087,507.10 11,082,221,433.60 9,793,724,640.66
Other equity instrument investment Note VI. 9 501,687,155.38 479,920,856.32 100,000,000.00
Other non-current financial assets Note VI 10 731,197,942.21 646,404,851.02 676,394,851.02
Investment real estate Note VI. 11 15,527,937,406.10 14,120,316,720.90 10,755,506,741.23
Fixed assets Note VL. 12 3,797,580,111.13 3,660,527,006.11 3,306,383,089.09
Construction in progress Note VI. 13 1.721.552,142.33 1,971,407,996.85 1,349,016,382.54
Capitalized biological assets
Oil and gas assets
Right-of-use asset
Intangible assets Note VI. 14 645,749,949.79 125,033,380.61 122,775,038.12
Development expenditures
Goodwill
Long - term deferred expenses Note VL. 15 4,890,836.80 28,305,999.87 16,520,685.89
Deferred income tax assets Note VL 16 40,181,953.67 34,657,736.66 33,814,176.64
Other non-current assets Note VI. 17 866,972,078.92 866,972,078.92 868,008,486.11

Total non-current assets

35,429,837,083.43

33,015,768,060.86

27,022,144,091.30

Total assets

103,324,425,370.63

100,709,273,185.46

91,950,622,583.81

(The attached notes to the financial statements are an integral part of these financial statements)

Legal representative:

Principal in Charge of Financial Work:

4

Principal of Financial Department:
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Pro Forma Consoli

ted-Balance Sheet (Continued)
XNIVKEZ AN
f\%\ '\pvﬁ?

f g =y
Preparation Company: Yancheng Dafeng Urban Devﬂqg t Investment Holﬂ; ‘Waroup Co., Ltd.

Monetary unit: RMB

Items ! .:';Becen-i'_lf;f?é 2024 December 31, 2023 December 31, 2022
Current liabilities: i 19 _“‘ ¥y
Short-term borrowings AN VL 18| R7S5794,369.74 9,758,069,823.58 6,693,766,135.78
Transactional financial liabilities y“"-:.;:fag., y1Ananelt ;‘ p
Derivative financial liabilities s el
Notes payable Note VI. 19 2,736,940,000.00 3,166,966,103.09 7,075,315,290.68
Accounts payable Note VL. 20 633,467,665.62 447,011,411.26 319,487,451.83
Advance receipts Note VI. 21 13,168,824.97 15,998,464.03 11,244,380.56
Contract liability Note VI. 22 771,755,114.66 602,876,142.31 490,789,361.04
Payroll payable Note VI. 23 1,249,465.06 5,613,767.61 4,785,896.37
Taxes and dues payable Note VI. 24 1,945,878,566.36 1,634,629,061.34 1,308,688,432.44
Other payables Note V1. 25 8,288,940,774.95 6,674,595,256.06 5,574,679,521.89
Held-for-sale liabilities
Non-current liabilities due within one year Note VL. 26 14,978,875,788.71 9,712,090,529.60 10,740,140,803.01
Other current liabilities Note VI. 27 791,454,661.56 1,812,199,771.96 1,738,666,893.38
Total current liabilities 37,923,525,231.63 33,830,050,330.84 33,957,564,166.98
Non-current liabilities:
Long-term borrowings Note VI. 28 14,556,504,998.25 14,276,369,446.42 11,224,293,563.83
Bonds payable Note VI. 29 6,063,759,559.19 7,167,110,150.46 4,776,810,945.24
Including:Preferred stock
Perpetual bond
Lease liabilities
Long-term payables Note VI. 30 5,424,303,543.60 6,243,282,399.67 6.181,537,109.63
Long-term staff compensation payable
Estimated liabilities
Deferred income 52,526,202.04
Deferred income tax liabilities Note VI. 16 988,223,472.50 999,519,137.99 986,602,511.24
Other non-current liabilities Note VI. 31 447,666,666.00 2,635,290,000.00 2,497,350,000.00
Total non-current liabilities 27,480,458,239.54 31,374,097,336.58 25,666,594,129.94
Total liabilities 65,403,983,471.17 65,204,147,667.42 59,624,158,296.92
Owner's equity:
Paid-in capital
Other equity instruments
Including:Preferred stock
Perpetual bond
Capital reserves Note VI. 32 21,106,261,899.97 20,455,847,718.05 19,081,525,331.98
Less: inventory stock
Other comprehensive incomes Note VL. 33 1,975,295,591.57 2,004,894,208.86 2,072,870,700.62
Special reserves 292.638.53 226,298.35
Surplus reserves
Undistributed profits Note VI. 34 6,521,322,024.82 5,907,035,743.61 5,031,188,227.02
Total owner’s equity attributable to the parent 29,602,879,516.36 28,368,070,309.05 26,185,810,557.97
company
Minority Shareholders’ equity 8,317,562,383.10 7,137,055,208.99 6,140,653,728.92
Total owner's equity 37,920,441,899.46 35,505,125,518.04 32,326,464,286.89
Total liabilities and owner's equity 103,324,425,370.63 100,709,273,185.46 91,950,622,583.81

(The attached notes to the financial statements are an integral part of these financial statements)

Legal representative:

Principal in Charge of Financial Work:

5

-F-183-

Principal of Financial Department:



Statement of Income

Preparation Company: Yancheng Dafeng Urban {;’E&]pment [g};eé%q_g:t___lloltﬂ p Co., Ltd. Monetary unit: RMB
tems o SR T Note Year 2024 Year 2023 Year 2022
I. Total operating incomes ; o = A .\—\_ 7 3 11,271,899,552.65 9,967,933,742.08 9,145,383,474.00
Including: Operating incomes \ )/.(’ N A ,H;,Note VI 35 11,271,899,552.65 9,967,933,742.08 9,145,383,474.00
1I. Total operating Costs \” 090+ 07 (,_3%1 / 10,811,458,933.21 9,592,899,106.06 8,797,570,855.41
Including: Operating Costs il Note VI. 35 10,358,410,700.55 9,109,272,045.31 8,351,388,996.64
Taxes and surcharges Note VL. 36 197,084,612.13 254,854,597.39 142,957,560.98
Sales expenses 16,252,157.62 14,291,000.34 41,986,746.07
Administrative expenses 155,950,128.99 132,531,082.84 140,201,513.29
R&D expenses
Financial expenses Note VL 37 83,761,333.92 81,950,380.18 121,036,038.43
Including: interest expenses Note VL. 37 188,088,053.76 218,811,398.10 288,857,459.85
Interest incomes Note VL. 37 113,310,999.19 151,898,427.42 183,627,951.13
Plus: other incomes Note VL 38 293,238,579.44 448,941,587.06 409,131,948.37
Investment income (losses indicated with “-”) Note VI. 39 216,849,662.87 206,974,107.76 198,705,725.79
Including: income from investments in associated enterprises and joint ventures Note VI. 39 174,979,843.19 184,527,488.13 174,421,272.69
Revenue from derecognition of financial assets measured in amortized cost
Gains from changes in fair value(losses indicated with “-”) Note VL. 40 8,824,740.65 203,348,736.35 106,242,461.03
Impairment loss of credit (losses indicated with “.) Note V1. 41 -22,096,868.09 -3,863,340.05 -63,022,614.23
Impairment loss of assets (losses indicated with “-”)
Income from disposal of assets (losses indicated with *“-*) Note VI. 42 5,616,725.78 -101,694.54 45,252,955.00
II1. operating profit ( losses indicated with “-”) 962,873,460.09 1,230,334,032.60 1,044,123,094.55
Plus: non-operating incomes Note VI. 43 1,962,190.52 1,479,609.46 1,410,316.38
Less: non-operating expenses Note VI. 44 83,673,060.51 69,726,818.12 37,928,081.51
IV.Total profits (losses indicated with" -"") 881,162,590.10 1,162,086,823.94 1,007,605,329.42
Less: Income tax expenses Note VI. 45 141,863,571.93 146,246,907.52 156,626,695.44
V.Net profits (Net losses indicated with “-”) 739,299,018.17 1,015,839,916.42 850,978,633.98
(D) classification by business continuity 739,299,018.17 1,015,839,916.42 850,978,633.98
1.Net profit from continuous operation (Net losses indicated with “-*) 739,299,018.17 1,015,839,916.42 850,978,633.98

2. Net profit from termination of operation (Net losses indicated with “)

(II) classification by ownership

739,299,018.17

1,015,839,916.42

850,978,633.98

1. Net profit attributable to the shareholders of the parent company (Net losses
indicated with “-”)

614,286,281.21

875,847,516.59

709,723,953.44

2. Minority shareholders' profit and loss (Net losses indicated with “-”) 125,012,736.96 139,992,399.83 141,254,680.54
VL. Net post-tax amount of other comprehensive income -48,396,114.38 -53,991,865.16 -85,124,343.35
(I) Owners' total comprehensive income attributable to the parent company -29,598,617.29 -67,976,491.76 -86,027,356.36

1. Other comprehensive incomes cannot be reclassified into profits or losses 7,999,114.91 29,370,914.69

(1) Re-measure the amount of changes in the benefit plan

(2) Other comprehensive incomes cannot be transferred to profits or losses under the
equity method

(3) Changes in fair values of other equity instrument investment 7,999,114.91 29,370,914.69

(4) Changes in fair value of enterprise's own credit risk

(5) Others

2. Other comprehensive incomes to be reclassified into profits and losses -37,597,732.20 -97,347,406.45 -86,027,356.36

(1) Other comprehensive incomes to be transferred to profits or losses under the equity
method

(2) Changes in fair value of other debt investments

(3) Amount of financial assets reclassified into other comprehensive income

(4) Provision for credit impairment of other creditor's rights investment

(5) Cash flow hedging res