med orginalet, dels att resultat- och balansrikning faststillts pa arsstimma

den 2024-05-24
Sta mman besliot till lka godkanna styrelsens forslag till vinstdisposition.

Luhid 2024:05-24 , ,S
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Lund Investment Group AB Sida 3

Org.nr. 559033-9619

Forvaltningsherittelse

Alimant om verksamheten
Bolaget dr ett holdingholag och bedriver ingen egen verksamhet.
Bolagets sdate dr i Lund.

Koncernforhallanden
Lund Investment Group AB dger 100% av andelarna i Purac AB som i sin tur har ett direkt dgande i
i sitt dotterbolag. Lund Investment Group AB dr ett helidgt dotterbolag till PURAC

Environmental System {Beijing) Co., Ltd. Org nr 91110000302758205587R, med site i Beijing, Kina.

Visentliga hindelser efter rikenskapsaret
Verksamheten loper pa likt tidigare ar. Inga vasentliga hdandelser har uppstatt efter balansdagen.

Flerarsoversikt (Tkr) 2023 2022 2021 2020

2019

Nettoomsattning ' | - 0o 0o 0 0
Resultat efter finansiella poster -125 1 -651 -3 101
Balansomslutning 397 655 397 719 397 809 434 283

0L,57%

-1902
439 640

Forslag till behandling av bolagets resultat:
Styrelsen foreslar att den ansamlade forlusten (kronor):

Balanserat resultat vid ingangen av rakenska psaret 396 097 945
Arets resultat . -*12%“ 880
395 973 065

behandlas s3 att 1395 973 065
i ny rdkning 6verféres 395 973 065

VVad betrdffar foretagets resultat i 6vrigt, hanvisas till efterféljande resultat-och balansrakning
med tillhdrande bokslutskommentarer. g,
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Lund Investment Group AB Sida 4
Org.nr. 559033-9619

Resultatrakning
s 2023-01-01 2022-01-01
o Beloppikr - _ _Not 2023-12-31 _A027-12-41

= Rdrelsens Intdkter
¢ Nettoomsdtining - S -
& summa rérelsens intikter 0 0

Il Rérelsens kostnader
) fjv-riiga externa kosthader  -119454 ~ -57650
Summa rorelsens kostnader -119 454 -57 650

Rorelseresultat -119 454 -57 650

Resultat fran finansiella poster

Ovriga ranteintdkter och liknande resultatposter 2 64 089 537 744
Réntekostnader och liknande resultatposter 3 __-65515 _ -179130
Summa resultat fran finansiella poster <5426 358614

Resultat efter finansiella poster -124 880 300 964

Bokslutsdispositioner
Limnade koncernbidrag _ 0 300 000
Summa Bokslutsdipositioner 0 -300 000

Arets resultat
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Lund Investment Group AB Sida 5
Org.nr. 558033-9619

Balansrakning

2023-01-01 2022-01-01
Belopp ikr ) Not 2023-12-31 2022-12-31
T TV — e D ..

A Sy P
f =

R R

ST AT

1"‘:;4 Le & 3
: L )
" -! = T -

1=

Anlaggningstillgangar

s
"y pme

i,
pgut

Rt
PR LTER

Finansiella anldggningstiligangar
Andelar i koncernforetag g 397 559 405 397559 405
Summa anldggningstiilgangar 397 559 405 397 559 405

BINT:

I~ .
AT

T e gt 1:- 7
P e Y

Omsittningstillgdngar

Kortfristiga fordringar
Ovriga kortfristiga fordringar T 0

Kassa och bank 95 421 159 340

Summa omsdttningstillgangar 95 496 159 340

o1 - s = 5 5oy 3 Lrim 1 e iy ol )

Ih?

'SUMMA TILLGANGAR _ 397 654 901 397718745

: f T 3 it T s g
A FCRECE

roalir
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Lund Investment Group AB Sida 6
Org.nr. 559033-9619

Balansrakning

2023-01-01 2022-01-01
Beloppikr  MNet 20231231 = 2022-12-31
'%  EGET KAPITAL OCH SKULDER

|

<. T e
_'__.r'r-u: ol i iy '-:.';‘-....F

.
ok -

1330

foy

;

LT S B S A Sl o ¥

il

Eget kapital

Q-2004f

=7

Bunder eget kapital
Aktiekapital 50000 50000
50 000 50 000

— -
- .

rpire— 3T AN
R

Fritt eget kapital

Balanserat resultat 396 097 947 396 096 983

Arets resultat ~ -124 880 Y64
395 973 067 396 097 947

summa eget kapital 396 023 067 396 147 947

Langfristiga skulder
Skulder till koncernforetag 5,6 1631834 . 1550798

Summa langfristiga skulder 1631834 - 1550798

Kortfristiga skulder
Upplupna kostnader och férutbetalda intakter . . 20000
Summa langfristiga skulder 0 20 000

397654901
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e o e
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Lund Investment Group AB Sida 7
Org.nr. 559033-9619

Forandring av eget kapital
Aktie-  Balanserat Arets Summa
| | kapital  resultat resultat  eget kapital
Belopp vid drets ingdng 2023-01-01 50000 396096 981 964 396147 945
Omféring av foregaende ars resultat 964 -964 0
Arets resultat -124880  -124 830

Belopp vid drets utgdng 2023-12-31 50000 396097945 124880 396 023 065
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Sida 8

Lund Investment Group AB
Org.nr. 559033-9619

Noter

Not 1 Noter med redovisningsprinciper och bokslutskommentar

Redovisningsvaluta |
Arsredovisningen dr upprdttad i svenska kronor och beloppen anges i kronor om inget annat

anges.

Utlédndska valutor
Monetéra tillgangs- och skuldposter i utldndsk valuta varderas till balansdagens kurs.
Transaktioner i utlandsk valuta omraknas enligt transaktionsdagens avistakurs.

Virderingsprinciper
Tillgangar, avsdttningar och skulder virderas till anskaffningsvirden om inget annat anges.

Finansiella instrument

till instrumentets avtalsenliga villkor. Finansiella instrument som redovisas i balans-
rakningen inkluderar viardepapper, Gvriga fordringar och leverantdorsskulder.

Finansiella tillgdngar tas bort fran balansrakningen nér ratten att erhalla kassafloden fran
instrumenten har lopt ut eller dverforts och koncernen har éverfort i stort sett alla risker och
formaner som ar férknippade med dganderdtten

Finansiella skulder tas bort fran balansrdkningen nér férpliktelser har reglerats eller pa annat

satt upphort.

Nedskrivhingsprovning av finansiella anldggningstillgangar
Vid varje balansdag beddmer bolaget om det finns nagon indikation pa nedskrivningshehov i

bedoms vara bestaende. Nedskrivning redovisas i resultatrakningsposten Res ultat fran dvriga
véardepapper och fordringar som ar anldgeningstillgdngar. Nedskrivningsbehovet provas
individuellt for aktier. Exempel pa indikationer pa nedskrivningsbehov ar negativa ekonomiska
omstandigheter eller ogynsamma férdandringar av branschvillkor i bolag vars aktier

Lund Investment Group AB investerat i.

Personal
Bolaget har inga anstdllda.

Soliditet
Justerat eget kapital i procent av balansomslutningen. f3-
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Lund Investment Group AB
Org.nr. 559033-9619

Ovriga rinteintédkter och liknande resultatposter

2023-01-01

2023-12-31

Sida 9

2022-01-01

Rénteintikter, koncernforetag

Valutakursdifferenser

Not 3

Rdntekostnader och liknande resultatposter

64 089
0

64 Oég

2023-01-01

| 2023-12-31

- 537743

2022-01-01

R3 n-t’é-kost-h?ade:f,_ kreditinstitut

Radntekostnader, koncernforetag
Valutakursdifferenser

Not 4 Andelar i koncernforetag

-625
0
-68 891

.69 516

2023-12-31

-17 651
-161 479

179130

2022-12-31

o

il

(Tkr) '

Ackumulerade anskaffningsvérden
Vid arets bérjan
Utgaende anskaffningsvarde

Not 5 Fardringar hos koncernféretag

397 559 405

_ _2"0239-:1_22%3'1

P AT

1397 559 405

L&n Pr'ura'c"AB

Utgaende balans

Not 6 Skulder till koncernféretag

2 458 463

o

12023-12-31

et ... i = ; ;
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Till bolagsstéimman i Lund Investment Group AB
Org.nr. 559033 - 9619

Rapport om Grsredovisningen

Uttalanden

Vi har utfort en revision av arsredovisningen for Lund Investment

Group AB for ar 2023.

Enligt var uppfattning har arsredovisningen upprdttats i enlighet
med arsredovisningslagen och geren i alla vésentliga avseenden
réttvisande bild av Lund Investment Group ABs finansiella stallning
per den 31 december 2023 och av dess finansiella resultat for &ret
énligtz- &rsredovisningslagen. Férvaltningsberdttelsen &r férenlig

- D ; » '! ' »e .. E 5
med arsredovisningens Svriga-delar.

Vi tillstyrker dérfér att bolagsstéimman faststéller resultatréik-
ningen och balansrdkningen.

Grund for uttalonden

Vi har utfért revisionen enligt International Standards on Auditing
EIiS'ﬂi].'.a'ch god revisionssed i -Svarige-‘ Vart ansvar enligt dessa stan-
darder beskrive néirmare i avsnittet Revisorns ansvar, Vi &r obero-

enligt dessa krav.

Vi anser att de revisionsbevis vi har inhémtat dr tillrdekliga och
andamalsenliga som grund f&r véra uttalanden.

Styrelsens och verkstdflande direlkt8rens ansvar

Det & styrelsen och verkstdllande direkidren som har ansvaret fér
att &rsredovisningen uppréttas och att den ger en ratvisande bild
enligt drsredovisningslagen. Styrelsen och verkstéllande direkts-
ren ansvdrar dven for den internia kontroll som de bed8mer dr ndd-

vandig f6r att uppratta en arsredovisning som inte innehdller

nagra vasentliga felaktigheter, vare sig dessa beror p& oegentlig-
heter eller misstag..

Vid upprattandet av Grsredovisningen ansvarar styrelsen och verk-
stallande direktdren fér bedémningen av bolagets férmaga att

fortsGtta verksamheten. De upplyser, nér s &r tillampligt, om for-
hallanden som kan paverka férmagan att fortsatta verksamheten
och att anvidndd antagandet om fortsatt drift. Antagandet om fort-

satt-drift tilldmpas dock inte-om styrelsen och verkstdllande direk-

téren avser att likvidera bolaget, upphdra med verksamheten eller

inte har ndgot realistiskt alternativtill att géra nBgot av detta.

Revisorns ansvar

Véra mal &ratt uppna en rimlig grad av sékerhet-om huruvida &rs-

're.dﬁvifsni;_n’g en som helhet inte innehdller ndgra visentliga felaktig-

heter, vare sig dessa beror pd oegentligheter eller misstag, och att:

Idmna en revisionsber&ttelse som innehaller vara uttalanden.

vands och rimligheten 1 styrelsens och verkstéllande dirgktdrens

Rimlig séikerhet &r en hig grad av séikerhet, men &ringen garanti
f&r att en revision som utférs enligt ISA och god revisionssed i Sve-

dan finns. Felaktigheter kan uppstd pd grund av oegentligheter el-

ler misstdg och anses vara visentligo om de enskilt eller tillsam-

mans rimligen kan férvéntds paverka de ekonomiska beslut som

Som del av en revision enligt I1SA anvénder vi professionellt om-

dbme och haren professionellt skeptisk installning under hela re-

visionen. Dessutom:

i &rsredovisningen, vare sig dessa beror pé& oegentligheter eller

misstag, utformar och uifér granskningsatgarder bland annat uti-
frén dessa risker och inhdmtar revisionsbevis som ar tillrackliga

och dndamalsenliga fér att utgdra en grund f&r vara uttalanden.

Risken for att inte upptéicka en visentlig felaktighet till f6ljd av oe-

gentligheter &r htgre &@n f8r en vasentlig felaktighet som beror p&
misstag, eftersom oegentligheter kan innefatta agerande i mas-

ler &sidostittande av intern kontroll.
&)

« skaffar vi oss en forstdelse av den del av bolagets interna kon-
troll som har betydelse for var revision 6r att utforma gransknings-

atgdrder som dr lampliga med hdnsyn till omsténdigheterna, men

inte for att uttala oss om effektiviteten i den interna kontrollen.

» utvdirderar vi lémpligheten i de redovisningsprinciper som an-

» drarvien slutsats om ladmpligheten i att styrelsen och verkstal-
lande direktdren anviinder antagandet om fortsatt drift vid upp-
rattandet av Grsredovisningen. Vi drar ocks& en slutsats, med

grund i de inhdmtade revisionsbevisen, om huruvida det finns n&-

gon vasentllg ostkerhetsfaktor som avser sadana héndelser eller
forhallanden som kan leda till betydande tvivel om bolagets f&r-
méga att fortsttta verksamheten. Om vi drar siutsatsen att dst

finns en vasentlig osakerhetsfaktor, maste vi | revisionsberattelsen

fista uppmarksamheten p& upplysningarna i érsredovisningen
om den vdsentliga osdkerhetsfaktorn eller, om sadana upplys-
ningar ar otillrdckliga, madifiera uttalandet om arsredovisningen.

till datumet for revisionsherattelsen. Dock kan framtida héndelser

eller forhéllanden gora att ett bolag inte ldngre kan fortstitta verk-
samheten.

» utvarderar vi den dvergripande presentationen, strukturen och
innehéllet | drsredovisningen, daribland upplysningarna, och om
E’J.rs.re.dmvisninggan E'tergier- de underligg-giﬁde transaktionerna och
hdndelserna pa ett sGtt som ger en rattvisande bild. g



Vi maste informera styrelsen om bland annat revisienens plane-
rade omfattning och inriktning samt tidpunkten fér den. Vi méste
ocksé informera om betydelsefulla iakttagelser under revisionen,

déribland de eventuella betydande brister i den interna kontrollen

sam vi identifierat.

Rapport om andra krav enligt lagar och andra for-
tattningar

Uttalanden

Investment Group AB fér &r 2023 samt av férslaget till dispositioner
betrdffande :b.c:ilxuigfets vinat eller t8riust,

Vitillstyrker att bolagsstémman disponerar vinsten enligt forslaget

i fBrvaltningsberdttelsen och beviljar styrelsens ledambter och

verkstallande direktdren ansvarsfrihet for rékenskapsaret.

Grund for uttalanden

Vi har utfért revisionen enligt god revisionssed i Sverige. Vart an-

svar enligt denna beskrivs nGrmare i avsnittet Revisorns ansvar. Vi

dr oberoende i forhallande till Lund Investment Group AB enligt
god revisorssed [ Sverige och har i 6vrigt fullgjort vart yrkesetiska
ansvdr enligt dessa krav.

Vi anser att de revisionsbevis vi har inhdmtat &r tillréekliga och

aridamalsenligo som grund f6r vara uttalanden,

Styrelsens och verkstallande direktérens ansvar

Det ar styrelsen som har ansvaret for torslaget till dispositioner be-
traffande bolagets vinst eller forlust. Vid forslag till utdelning inne-

fattar detta bland annat en beddmning av om utdelningen dr fér-
svarlig med hénsyn till de krav som bolagets verksamhetsart, om-

fattning och risker staller pa storleken av bolagets egna kapital,

konsolideringsbehoy, likviditet och stalining i Gvrigt.

Styrelsen ansvarar fér bolagets erganisation och f6rvaltningen av
bolagets dngeldgenheter. Detta innefattar bland annat att fortic-

pande beddma bolagets ekonomiska situation och att tillse att bo-
lagets organisation dr utformad s& att bokféringen, medelsférvalt-

ningen och bolagets ekonomiska angeldgenheter i Bvrigt kontroll-

erds .pzif'i ett be’tfggg'ﬂndé stitt. Verkstdllande direkttren ska skdta.
den [Bpande forvdltningen enligt styrelsens riktlinjer och anvis-

ningar och bland annat vidta de tgérder som &r nédvindiga for

Malm© den 24 maj 2024,
Grant Thornton Sweden AB

Boel Harisson

Auktoriserad revisor

att bolagets bokféring ska fullgdras i Bverensstémmelse med lag
och fér att medelsférvaltningen ska skdtas pa ett betryggande
lead

Revisorns ansvar

Vért mél betréffande revisionen av férvaltningen, och dérmed vart

vitalonde om ansvarsfrihet, &r att inhtmta revisionsbevis f6r ott
n rimlig grad av sékerhet kunno beddma om nagon styrelse-

ledamot sller verksitillande direktbren | nGgot viisentligt-avseends:

- fSretagit nGgon dtgérd eller gjort sig skyldig till ndgon f8rsum-

melse som kan fSranleda ersdttningsskyldighet mot bolaget, elfer
+  pd ndgot annat sétt handlat i strid med aktiebolagslagen, ars-
redovigningslagen eller bolagsordningen.

V&rt mal betraffande revisionen av férslaget till dispositioner av
bolagets vinst eller forlust, och diirmed vart uttalande om detta, &r
att med rimlig grad av sdkerhet bedoma om férslaget ar forenligt
med aktiebolagslagen.

Rimlig sdikerhet &r en hdg grad av séikerhet, men ingen garanti for
att en revision som utférs enligt god revisionssed | Sverige alltid
kommer att upptacka atgdrder eller férsummelser som kan foran-
lede erstittningsskyldighet mot bolaget, eller att ett forslag il dis-
bolagslagen.

Som en del av en revision enligt god revisionssed i Sverige anvdn-

der vi professionellt omdome -whf}h'ﬂr en professionelit skeptisk in-

stalining under hela revisionen. Granskningen av “Eﬁwﬂ”lfhi‘ngeﬂ
och fﬁ.irslu_g-et“tﬂ-l dﬁfspms itioner av bolagets vinst eller forlust grun-
dar sig framst pa revisionen av rékenskaperna. Vilka tillkommande
granskningsatgtrder som utfors baseras pd var professionelia be-

démning med utgangspunkt i risk och vsentlighet. Det innebdr att
vi fokuserar granskningen p& sadana étgdéirder, omréden och for-
hallanden som dr vasentliga fér verksamheten och dar avsteg och
dvertrddelser skulle ha sdrskild betydelse f6r bolagets situation. Vi
gér igenom och prévar fattade beslut, beslutsunderlag, vidtagna
dtgdrder aoch andra forhdllanden som &r relevanta fér vért utta-
lande om ansvarsfrinet,

Som underlag f6r vart uttalande om styrelsens férslag till disposit-
ioner betraffonde bolagets vinst eller forlust har vi granskat om
forslaget ar forenligt med aktiebolagslagen.
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(English Translation for Reference Only)

To PURAC Environmental System (Beijing) Co., Ltd.:

Opinion

We have audited the accompanying financial statements of PURAC Environmental

the consolidated balance sheet as at December 31, 2023, the consolidated income
statement, the consolidated statement of cash flows, and the consolidated statement of

changes in owners’ equity for the year then ended, and notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material

accordance with the requirements of Accounting Standards for Business Enterprises.

Basis for Opinion

We conducted our audit in accordance with China Standards on Auditing (“CSAs”).

Our responsibilities under those standards are further described i1n the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are
Accountants of the Chinese Institute of Certified Public Accountants (“CICPA Code”),
and we have fulfilled our other ethical responsibilities in accordance with the CICPA

Code. We believe that the audit evidence we have obtained is sufficient and appropriate
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for the preparation and fair presentation of the financial statements in accordance with

the requirements of Accounting Standards for Business Enterprises, and for such

CITOT.

In preparing the financial statements, management 1s responsible for assessing the
Company's ability to continue as a going concern, disclosing, if applicable, matters
related to going concern and using the going concern basis of accounting unless

realistic alternative but to do so.
Those charged with governance are responsib

reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial

and to issue an auditor's report that includes our opinion. Reasonable assurance is a high
level of assurance, but 1s not a guarantee that an audit conducted in accordance with
CSAs will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered matenal 1if, individually or in aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the

basis of these financial statements.

As part of an audit in accordance with CSAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:
(1) Identify and assess the risks of material misstatement of the financial

statements, whether due to fraud or error, design and perform audit procedures
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provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud 1s higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

(2) Obtain an understand of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control.
reasonableness of accounting estimates and related disclosures made by management.

(4) Conclude on the appropriateness of management's use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the
Company's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Qur conclusions are based on the audit evidence obtained up to the date of
our auditor's report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

(5) Evaluate the overall presentation (including the disclosures), structure and
contents of the financial statements, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

(6) Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Company to express an
opinion on the consolidated financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain solely responsible for our

audit opinion,
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‘We communicate with those charged with governance regarding, among other matters,

Shanghai, China July 25, 2024
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PURAC Environmental System (Beijing) Co., Ltd
Consolidated Salance sheet

(Unless otherwise specified, the amount 1s in RMB)

(English Translation for Reference Only)

asset

Closing balance

Balance at‘the end of

the previous vear

Liquid asset:

Monetary funds

/8,630,045.26 |

95,194,957.51

Tradable financial assets

80,536,947.13

Derivative financial assets

Notes recetvable

8.000.,000.00

2,500,000.00

Accounts receivable

246964 941 93

140,171.,674.21

Recervables financing

Prepayment

4.460,113.75

11.317,156,14

Other recetvables

10.241.,944.60

10,300.,980.99

stocks

803,087.76

937.168.84

Contract Assets

55.440.,697.07 |

59.237.184.40

Asséts held for sale

Oth@l@ll]f‘]f‘@nt agsels

€9)

1.096,227.27

754,547.28

Total current assets

430,442 474 37

400.950.616.50.

Non current assets:

Debt investment

Other debt investments

€10

668,0606.11

Long-term receivables

Long term equity investment

799.640.37 |

Other equity

instrument investments

(11)

2.296.148.90

2,797,112.95

Other non current financial assets.

Investment real estate

Fixed assets

(12

16,872.,238.38

Construction in progress

Productive biological assets

Oil and gas assets

Right of use assets

13)

8.071,139.78

1.244.105.23

Intangible assets

(14)

1.009.228.27

837,127.08

Development expenses

Goodwill

Long term deterred expenses

C15)

15039;861 ; 59

Deferred tax assets

16

62,642,354.18 |

38,647.980.15

Other non current assets

Total non-current assets

92,730,611.47

69,959.216.04

Total Assets

523,173,085.84

The accompanying notes to the financial statements are an integral part of the financial statements.

Company [eader:
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PURAC Environmental System (Beijing) Co., Ltd

Consohidated Balance Sheet (continued)

As at December 31, 2023

(Unless otherwise specified, the amount is in RMB)

(English Translation for Reference Only)

Closing balance

Last year's year-end
balance

Current labilities:

Short term loans

7,155,504,00 |

Trading financial liabilities

Derivative financial liabilities

Notes payable

Accounts payable

(18)

103,092.737.36 |

65.321,770.15

Advance payment

Contract liabilities

(19)

95.885.061.53

Payable employee compensation

(20)

17,631,025.56

Payable taxes and fees

(21 3

2,101,317.15 |

4,719,711.26

Other payables

(22)

40.925.624.95

47.652.979 30

Held for sale liabilities

Non current ligbilities due within one year

(23)

3.173.140.12 |

1.305.673.60

Other current liabilities

(24)

14.548,238.92

0,429,723.13

Total Current Liabilities

263.471,719.18

238.945.946.55

Noti eurtrent liabilities:

Long terin loans

(25)

1,378.582.74

Payable bonds

Among them: Preferred shares

Perpetual bond

Lease liabilities

5,099,712.94 |

Long term accounts payable

2,908.201.45

Long term employee compensation
pavable

47.,193.706.43

42.542.854.72

Estimated habilities

Deferred income

Deferred Tax Liability

Other non current habilities.

Total Non-current Liabilities

55.201,620.82

43.921.437 46

“Total liabilities

318.673.340.00

Owner's equity:

Paid-up capital (or share capital)

(29)

204,606.910.00

204.606,910.00

Other equity mstruments

Amo_ﬂg.'fhém: Preferred shares

Capital reserve

Less: Treasury shares

Other comprehensive income

22.901.427.02 |

16.963.757.25

Special reserves
Surplus reserves

8.386.775.04 |

Retained earnings

-31,395,366.22

39.875,531.04

the company

Total equity attributable to the owners of

204,499.745.84

Minority shareholder equity

Total owner's equity

204.499.745.84

188.042.448 53

~ Total liabilities and owner's equity

523,173.085.84

470,909.832.54 |

The accompanying notes to the financial statements are an integral part of the financial statements.

Company Leader:

Accounting Supervisor:

Financial Statements Page 2

Accounting Institution Leader:




PURAC Environmental System (Beijing) Co., Ltd

~ For the Year Ended December 31, 2023
(Unless otherwise specified, the amount is in RMB)

(English Translation for Reference Only)

Project

Current period amount

Previous period amourtt

1s Operating income

693,744.614.14

Less: Operating costs

521,355,217.34

441,844,181.99 |

Taxes and surcharges

307.672.17 |

Sales expenses

98,360, 162.57

93,008.885.44

39:725.214.72 |

R&D expenses

4,692,809.05

Faneial expenses

:.3',, 224;20 047

2,096.930.96 |

Among them; interest expenses.

3,223.606.94. |

1,473,707.96

Interest mcome

1,495.,073.97

1,831,637.10 |

Plus: Other imcome

13.200.00

Investment meome (loss expressed with "-")

989.279.81

2,816.683.20 |

Among them: Investment 1icotrie from joifit ventures and joint
ventures

| Income from derecogmtion of financ¢ial assets measured at
amortized cost

Net exposure hedging income (loss expressed with *-")

Income from changes in fair value (loss expressed with"-")

Credit impairment loss {loss expressed with "-")

Asset mpairment loss (loss expressed with *-")

(41)

Asset disposal income (loss expressed with "2")

39.223.30 |

l 2+ Operating profit (loss expressed with "-")

13.989.549.535

22,476,753.770

Plus: Non operating income

(42)

39.152.97

Less: Non opetatinig expenses

43)

33.004.62

6,359,589.15 |

3. Total profit (total loss expressed with "=")

13,995,697.90

16,117,166.55 |

Less: Income tax expenses

£44)

1,968,329.61

2,432,271.29

45 Net profit (et loss expressed with "-")

12.027,368.29

{1 C‘las'-aified..b}r'buai.ﬂeﬁs continuity

1. Net profit from continuing operations (net loss expressed with "-"-

12,027,368.29

13.684.895.26

2. Net prefit from termmation of operations (niet loss expressed with "~

o

(2) Classifted by -ownership attribution

expressed with "=")

13.684,895.26

2, Minority shareholder gains ‘and losses (net loss expressed with -

5. Aftertax net amount of other comprehensive income

5,937,669.77

-6,130,362.84 |

Aftet tax net amount of other comprehensive mcome attributable to the
owiier of the company

5,937,669.77

-6,130,362.84

(1) Other comprehensive income that cannot be reclassified into profit
or loss

1. Remeasure changes in defined benefit plans

2. Other comprehensive income that canniot be converted to profit or

loss under the eq u@ rmethod

3 ..Chang es in fair value of other E:qllity.: nstumrient mvestments

4. Changes 11 fair value of corporate credit tisk

3,937,669.77

-6,130,362.84 |

1. Other comprehensive income that can be converted to profit-or loss

under 'ﬂle':_ eq@ methﬂ':_:l.

o Cha;n,g s 1 Tairvalue of otherdebt ihvestmerits

3. The amount reclassified from financial assets to other comprehensive

mneome

4. Provasion for credit simpairment of other debt investments

5. Cash tlow hedging reserves

6. Translation difference of foreign currency financial statements

5,937,669.77

-6.130.362.84 |

7, Qther

After tax net.amount of other comprehensive income attributable to.
munority shareholders

6. Total comprehensive income

17,965,038.06

7.554.532.42 |

17,965,038.06

7,554,532.42 |

Total .ﬂﬂﬂ.gprtéhemivﬂ mcome atiributable to minority shareholders

The accompanying notes to the financial statements are an integral part of the financial statements.

Company Leader:  Accounting Supervisor:
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PURAC Environmental System (Beijing) Co., Ltd
Consolidated Statement of Cash Flows

~ For the Year Ended December 31, 2023
(Unless otherwise specified, the amount is in RMB)

(English Translation for Reference Only)

Project:

Note

Current aniount

Previous period

amount

1. Cash flows generated from operating activities

Cash received from selling goods and providing services.

667,327,830.22 |

683.041.218.74

Refunds of taxes

2,635212.66

Received other cash related to operating activities

104.031,516.67

28.547.786.84

Subtotal of cash intlows from operating activities

771.359.346.89 |

71422421824

Cash paid for purchasing goods and receiving services

585058 281.15

500,987.761.56

Cash paid to and on behalf of employees

116.447.427.04

70,902,142 .96

All taxes and tees paid

28.917.172.84 |

88.433.887.53 |

Payment of other cash related to operating activities

91.648.403.80

19.775,088.70

Subtotal of cash outflows from operating activities

822.,971.284.83

680,098,880.75

Net cash flow generated from operating activities

-51.611.937:94 |

34,125.33749 |

2. Cash flows generated from investiment activities

Cash recerved from investment recovery

177,972.480.11

158,339,780.40

98927981 |

142629236

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

4.007.00

7350,709.31

- Net cash received from dispesal of subsidiaries and
other operating units

Received other cash related to investment activities

Subtotal of cash inflows from 1nvestment activities

178.965.766.92 |

160.516,782.07 |

Cash paid for the purchase and construction of fixed
assets, intangible assets. and other long-term assets

753,173.92

992.477.00

Cash paid forinvestment

123.129.810.00

171.934.950.00

business units
Payment of other cash related to investment activities

Subtotal of cash outflows from mvestment activities:

125.882.983.92

172.927.427.00

Net cash flow generated from investment activities

755.082.783.00

-12.410,644.93 |

3. Cash flows generated from financing activities

Cash received from absorbing investments

Among them: Cash recetved by subsidiaries from
absorbing minority shareholderinvestments

Cash received from obtaining loans

Recetved other cash related fo financing activities

Subtotal of cash inflows from financing activities

47,815,118.31

Cash paid for debt repavment

CciShpdld for distributing dividends, profits. @r-_-p.ayin;g
interest

6.989.728.40

1.473.456.57

Among them: Dividends-and protits paid by subsidiaries
to mingnity shareholders

Payment of other cash related to financing activities.

29,399.596.21

1,613,241.60

Subtotal of cash outflows from financing activities

36.389.324.61

56.901 81648 |

~Net cash flow generated from financing activities

-36.389.324.61

-56.901,816.48

4, The impact of exchange rate fluctuations on cash and

10,977.664.86:

-4,568,463.65

cash equivalents
5+ Netincrease in cash and cash equivalents.

-21,940,814.69

39,755,587.57 |

Add:; Opening cash and cash equivalents balance

89,514,736.54

124,599,229.08

6~ Closing balance of cash and cash equivalents.

67,573.921.85

84.843.641.51 |

The accompanying notes to the financial statements are an integral part of the financial statements.

Company Leader:  Accounting Supervisor:
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PURAC Environmental System (Beijing) Co., Litd
Notes to Financial Statements

For the Year Ended December 31, 2023

(English Translation for Reference Only)

PURAC Environmental System (Beijing) Co., Ltd
Notes to the Financial Statements
For the Year Ended December 31, 2022

(Unless otherwise specified, all amounts are in RMB yuan)
(English Translation for Reterence Only)

1.Basic information of the company
PURAC Environmental System (Beijing) Co., Ltd. (hercinafter referred to as the
"Company" or "the Company") was approved by the Bening Municipal People's
Government [2004] No. 18013. The company's business license registration number:

91110302758205587R.

technical consulting and technical services of self-produced products, professional
contracting, import and export of goods, agent import and export, technology mmport and
export. (Market entities independently select business projects and carry out business
law shall carry out business activitics in accordance with the approved content after

approval by relevant departments; and shall not engage m business activities of projects

Investment Fund (Limited Partnership).

These financial statements were approved on April 20, 2024.

2. Basis for the preparation of the financial statements

(1) Basis of preparation
These financial statements have been prepared m accordance with the Accounting
Standards for Business Enterprises - Basic Standards promulgated by the Mmistry of
Fmance and various specific accounting standards, the Guidelines for the Application of
Accounting Standards for Business Enterprises, the Interpretation of Accounting Standards

for Business Enterprises and other relevant regulations (hereinafter collectively referred to

Notes to the Financial Statements Page 1



PURAC Environmental System (Beijing) Co., Litd
Notes to Financial Statements

For the Year Ended December 31, 2023

(English Translation for Reference Only)

(2) Going concern

These financial statements have been prepared on a goimg concern basis.

(3) A statement of compliance with the Accounting Standards for Business Enterprises

These financial statements comply with the requirements of the accounting standards for

business enterprises issued by the Ministry of Finance, and truly and completely reflect the
consolidated financial position of the Company as of December 31, 2022 and the

consolidated financial performance and cash flow for the year then ended.

3. Significant accounting policies and accounting estimates
(1) Accounting period

The fiscal vear begins on January 1 and ends on December 31 of the Gregorian calendar.

(2) Business cycle

The company's business cycle 1s 12 months.

(3) The base currency of accounting
The Company and its domestic subsidiaries use RMB as the base currency of accounting.

The Company's overseas subsidiaries determine the Swedish krona as their base currency

currency used by the Company in preparing these financial statements is RMB,

(4) Accounting treatment of business combinations under commeon control and not under
common control
Business combination under the same control: The assets and liabilities acquired by the

merging party in the business combmation (including the goodwill formed by the

acquisition of the merged party by the ultimate controller) are measured on the basis of the

carrving amount of the assets and liabilities of the merged party in the consolidated financial

statements of the ultimate controller on the date of the merger. The difference between the
book value of the net assets obtained m the merger and the book value of the merger

consideration paid (or the total par value of the issued shares) shall be adjusted to the equity

Notes to the Financial Statements Page 2



PURAC Environmental System (Beijing) Co., Litd
Notes to Financial Statements

For the Year Ended December 31, 2023

(English Translation for Reference Only)

premium in the capital reserve is insufficient to offset it.

Business combination not under common control: The cost of the merger is the fair value
of the assets, liabilities incurred or assumed by the purchaser to acquire control of the
acquiree and the equity securities issued. The difference between the cost of the merger and
be recognized as goodwill, and the difference between the cost of the merger and the fair
value share of the identifiable net assets of the acquiree obtained in the merger shall be
recognized as goodwill. The identifiable assets, liabilities and contingent liabilities of the
acquiree acquired 1n the merger that meet the conditions for recognition are measured at
tair value at the date of acquisition.

Expenses directly related to the business combmation are recognized i profit or loss for
or debt securities for the business combination are included in the initial recognition amount

of equity securities or debt securities.

i. Scope of consolidation
The scope of consolidation of the consolidated financial statements 1s determined on
a control basis, and the scope of consolidation includes the Company and all of its
subsidiaries. Control means that the company has power over the imvestee, enjoys

variable returns by participating in the relevant activities of the mvestee, and has the

ability to use its power over the investee to influence the amount of its returns.

ii. Consolidation Procedure
The Company regards the entire enterprise group as an accounting entity, and
prepares conschidated financial statements 1 accordance with a unified accounting
policy to reflect the overall financial position, operating results and cash flow of the
enterprise group. The impact of mternal transactions between the Company and 1ts
subsidiaries and subsidiaries is offset. If the internal transaction indicates that the
relevant asset has incurred an impairment loss, the loss shall be recognized in full. If

the accounting policies and accounting periods adopted by the subsidiaries are

inconsistent with those of the Company, necessary adjustments shall be made in

Notes to the Financial Statements Page 3



PURAC Environmental System (Beijing) Co., Litd
Notes to Financial Statements

For the Year Ended December 31, 2023

(English Translation for Reference Only)

accordance with the accounting policies and accounting periods of the Company
when preparing the consolidated financial statements.

The share of minority sharcholders in the subsidiary's owner's equity, net profit or
loss for the period and comprehensive income for the period 1s presented separately

comprehensive income in the consolidated balance sheet, respectively. The balance
formed by the current loss shared by the minority shareholders of the subsidiary
exceeds the minority sharcholders' share in the opening ownership equity of the
subsidiary, which is offset by the minority sharecholders' equity.

(i) Addition of subsidiaries or businesses

During the reporting period, if a subsidiary or business is added due to a business

combmation under the same control, the operating results and cash flows of the

end of the reporting period shall be included 1n the consolidated financial statements,
and the opening number of the consolidated financial statements and the relevant
items in the comparative statements shall be adjusted at the same time, and the
consolidated reporting entity shall be deemed to have existed since the time when
the ultimate controller began to control.

Durmg the reporting period, the addition of subsidiaries or busmesses due to a
business combination not under the same control shall be mcluded i the
consolidated financial statements on the basis of the fair value of the identifiable
assets, habilities and contingent liabilities determmed on the acquisition date.

(11) Disposal of Subsidiaries

(1) General treatment methods

If the investee loses control over the investee due to the disposal of part of the equity
investment or other reasons, the remaining equity investment after the disposal shall
be remeasured at its fair value on the date of loss of control. The sum of the
consideration obtained from the disposal of the equity and the fair value of the
net assets of the original subsidiary and the sum of the goodwill calculated according
to the origmal sharcholding ratio from the date of acquisition or the date of
consolidation, shall be included n the mvestment mcome for the period of loss of

control. Other comprehensive income related to the equity investment of the original

Notes to the Financial Statements Page 4



PURAC Environmental System (Beijing) Co., Litd
Notes to Financial Statements

For the Year Ended December 31, 2023

(English Translation for Reference Only)

in owners' equity under the equity method accounting shall be converted into current

ivestment mcome when the control is lost.

(6) Criteria for determining cash and cash equivalents

Cash refers to the company's cash on hand and deposits that can be used for payment at any

time. Cash equivalents are mvestments held by the Company that have a short maturity, are

highly liquid, are easily convertible into cash in a known amount, and have little risk of

changes in value.

(7) Foreign currency operations and translation of foreign currency statements

(1) Foreign Currency Operations
For foreign currency business, the spot exchange rate on the date of the transaction
is used as the conversion rate to convert the foreign currency amount into RMB for
accounting.
The balance of monetary items in foreign currencies at the balance sheet date is
translated at the spot exchange rate at the balance sheet date. and the resulting

exchange differences are included in profit or loss for the current period, except for

the acquisition and construction of assets eligible for capitalization, which are treated

in accordance with the principle of capitalization of borrowing costs.

(i1) Translation of financial statements in foreign currencies
The assets and liabilities 1n the balance sheet are translated at the spot exchange rate
at the balance sheet date, and the owner's equity items are translated at the spot
exchange rate at the time of incurrence, except for the item "retained earnings". The
mcome and expense items In the mmcome statement are translated using the spot

exchange rate on the date of the transaction.

When disposing of an overseas operation, the difference 1n translation of the foreign
currency financial statements related to the overseas operation shall be transferred

from the owner's equity 1tem to the profit or loss for the current period of disposal.

(8) Fmanual Instruments

Notes to the Financial Statements Page 5



PURAC Environmental System (Beijing) Co., Litd
Notes to Financial Statements

For the Year Ended December 31, 2023

(English Translation for Reference Only)

When the Company becomes a party

a financial asset, financial liability or equity mstrument.

1. Classification of financial instruments
According to the Company's business model of managing financial assets and the
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.

are not designated as measured at fair value through profit or loss as financial assets
measured at amortized cost:
- The business model is aimed at collecting contractual cash flows;

- Contract cash flows are only pavments of principal and interest on the basis of the

or loss through profit or loss:

- The busmess model 1s aimed at both the receipt of contractual cash tlows and the
sale of the financial asset;

- Contract cash flows are only payments of principal and interest on the basis of the
outstanding principal amount.

For investments in non-trading equity mstruments, the Company may irrevocably

designation is made on the basis of a single investment and the underlyving

mvestment meets the definition of an equity mstrument from the 1ssuer's perspective.

Except for the above-mentioned financial assets measured at amortized cost and
measured at fair value through other comprehensive mcome, the Company classifies
all other financial assets as financial assets measured at fair value through profit or
loss. At the time of mitial recognition, if the accounting mismatch can be eliminated

or significantly reduced, the Company may irrevocably designate financial assets
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that should have been classified at amortized cost or measured at fair value through
other comprehensive income as financial assets measured at fair value through profit

or loss.

liabilities at amortized cost at initial recognition.
A financial liability that meets one of the following conditions may be designated as
a financial liability at fair value through profit or loss at the time of initial

measurement;

portfolio or financial assets and financial liability portfolio on the basis of fair value
in accordance with the enterprise risk management or investment strategy set out in
the formal written document, and report to key management personnel on this basis
within the enterprise.

3) The financial liability contains embedded derivatives that need to be separately

separated.

i. Basis for recognition and measurement of financial instruments
(1) Financial assets measured at amortized cost
Financial assets measured at amortized cost include notes receivable, accounts
receivable, other receivables, long-term receivables, debt investments, etc., which
the initial recognition amount.
During the holding period, the interest calculated using the effective interest rate
method 1s included m the profit or loss for the current period.
When recovered or disposed of, the difference between the price obtained and the
carrymg amount of the financial asset 1s included 1n '_pmﬁt or loss for the current

period.

(11) fmancial assets at fair value through other comprehensive mcome (debt

instruments)
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comprehensive income, including receivables financing and other debt investments,
are initially measured at fair value, and the relevant transaction costs are imcluded in
the initial recognition amount. The financial assets are subsequently measured at fair
for interest, impairment losses or gains and exchange gains and losses calculated
using the effective mterest rate method.

When the recognition is derecognized, the accumulated gains or losses previously
included in other comprehensive income are transferred from other comprehensive

income and included in the profit or loss for the current period.

instruments)

Financial assets (equity instruments) measured at fair value through other
comprehensive mcome, including investments in other equity instruments, are
initially measured at fair value, and the relevant transaction costs are included in the
mnitial recognition amount. The financial asset 1s subsequently measured at fair value,
and the change in fair value 1s included in other comprehensive income. Dividends
recerved are mcluded 1n profit or loss for the current period.

When the recognition 1s derecognized, the accumulated gains or losses previously
included in other comprehensive income are transferred out of other comprehensive

mcome and included 1n retamned earnings,

and (1v) financial assets at fair value through profit or loss

Financial assets measured at fair value through profit or loss, including trading
financial assets, derivative financial assets, other non-current financial assets. etc..
are initially measured at fair value, and the relevant transaction costs are mcluded m
profit or loss for the current period. The financial asset 1s subsequently measured at
farr value, and the change 1 fair value 1s included n profit or loss for the current

period.

(v) Financial liabilities at fair value through profit or loss

Financial liabilities measured at fair value through profit or loss, including trading
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financial liabilities and derivative financial liabilities, are initially measured at fair
value, and the relevant transaction costs are included in profit or loss for the current
pertod. The financial liability 1s subsequently measured at fair value, and the change
in fair value is included in profit or loss for the current period.

When derecognized, the difference between 1ts carrying amount and the

consideration paid is recognized in profit or loss for the current period.

(vi) Financial liabilitics measured at amortized cost
Financial liabilities measured at amortized cost include short-term borrowings, notes
payable, accounts payable, other payables, long-term borrowings, bonds payable and

long-term payables, which are initially measured at fair value, and the relevant

method is included in the profit or loss for the current period.
When the recognition is derecognized, the difference between the consideration paid
and the carrying amount of the financial liability is recognized in profit or loss for

the current period.

1l Derecognition of financial assets and transfer of financial assets
When one of the following conditions 1s met, the Company will terminate the
recognition of financial assets:
- termination of contractual rights to receive cash flows from financial assets;
- The financial assets have been transferred, and almost all of the risks and rewards
of the ownership of the financial assets have been transferred to the transferee:
- The financial assets have been transferred, and although the Company has neither
transferred nor retained substantially all of the risks and rewards in the ownership of

the financial assets, 1t has not retained control of the financial assets.

In the event of a transfer of financial assets. if almost all of the risks and rewards in
the ownership of the financial assets are retained, the recognition of the financial
assets shall not be terminated.

In determining whether the transfer of {inancial assets satisfies the above-mentioned

conditions for derecognition of financial assets, the principle of substance over form
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is adopted.

The Company distinguishes the transfer of financial assets into the transfer of
financial assets as a whole and the transfer of financial assets. If the overall transfer
of financial assets meets the conditions for derecognition, the difference between the

followmg two amounts shall be mcluded m the profit or loss for the current pe

(1) the carrying amount of the financial assets transferred;

(2) The sum of the consideration received as a result of the transter and the
cumulative amount of changes in fair value that were originally directly included in
the owner's equity (in the case of financial assets involved in the transfer are financial
assets (debt mstruments) measured at fair value and the changes thereof are mncluded
in other comprehensive income).

If the partial transfer of financial assets satisfies the conditions for derecognition, the
carrving amount of the transferred financial assets as a whole shall be apportioned
between the derecognized part and the non-derecognized part according to their
respective relative fair values, and the difference between the following two amounts
shall be included 1n the profit or loss for the current period:

(1) the carrying amount of the derecognized portion;

(2) The sum of the consideration for the derecognition portion and the amount
originally directly included in the owner's equity (in the case that the financial assets
mvolved m the transter are tinancial assets (debt instruments) measured at tair value

and the changes thereof are imncluded in other comprehensive income).

financial assets shall continue to be recognized, and the consideration received shall

be recognized as a financial liability.

If the Company enters into an agreement with creditors to replace the existing
financial liabilities by assuming new financial liabilities, and the contractual terms
of the new financial liabilities are substantially different from the existing financial
habilities, the existing financial habilities will be derecognized and the new financial

liabilities will be recognized at the same time.
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If all or part of the contract terms of the existing financial liabilities are substantially
modified, the existing financial liabilities or part of them shall be derecognized, and
the financial habilities after the amended terms shall be recognized as a new financial
liability.

When a financial liability 1s derecognized i whole or m part, the difference between
the carrving amount of the derecognized financial liability and the consideration paid
(including the non-cash assets transferred or the new financial liabilities assumed) is
recognized 1n profit or loss for the current period.

If the Company buys back part of the financial liabilities, the carrying amount of the
entire fmancial habilities will be allocated according to the relative fair value of the
recognizable part and the derecognized part on the repurchase date. The difference
between the carrying amount allocated to the derecognized portion and the
consideration paid (including non-cash assets transferred or new financial hiabilities

assumed) is recognized in profit or loss for the period.

v. Methods for determining the fair value of financial assets and financial liabilities
quotes quoted in an active market. Financial instruments for which there is no active
market are used to determine their fair value using valuation techniques. In valuation,
the Company uses valuation techniques that are applicable m the current
circumstances and supported by sufficient available data and other information.
selects mputs that are consistent with the charactenistics of the assets or liabilities
considered by market participants in the transaction of the underlying assets or
liabilities, and preferentially uses relevant observable inputs. Unobservable inputs
are used only if the relevant observable input is not available or PURACticable to

obtain.

vi. Test methods and accounting treatment for impairment of financial assets
The Company estimates the expected credit losses of financial assets measured at
amortized cost, financial assets (debt instruments) and financial guarantee contracts
measured at fair value through other comprehensive mcome, either idividually or

in combimation.
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the difference between the cash flows receivable under the contract and the cash
flows expected to be received, weighting the risk of default, taking into account
reasonable and evidence-based mformation such as past events, current conditions,
and forecasts of ftuture economic conditions. If the credit risk of the financial
instrument has increased significantly since the initial recognition, the Company
measures the loss allowance at an amount equivalent to the expected credit loss over
the entire life of the financial instrument, and if the credit risk of the financial
instrument has not increased significantly since the initial recognition, the Company
measures the loss allowance at an amount equivalent to the expected credit loss of
the financial instrument in the next 12 months. The amount of the increase or reversal
of the resulting loss provision 1s recognized m the current profit or loss as an
The Company determines the relative change in the risk of default during the
expected duration of a financial instrument by comparing the risk of default on the
balance sheet date with the risk of default occurring on the initial recognition date to
since its initial recognition. Normally, the Company considers that the credit risk of
the Financial Instrument has increased significantly if it is overdue for more than 30
days. unless there 1s conclusive evidence that the credit risk of the Financial
Instrument has not increased significantly since the initial recognition.

If the credit risk of a Financial Instrument 1s low at the balance sheet date, the
Company does not believe that the credit risk of such Financial Instrument has
increased significantly simce its nitial recognition.

If there 1s objective evidence that a financial asset has been impaired for credit, the

Company will make an impairment provision for the financial asset on a single basis.

measured its loss provision at an amount equivalent to the expected credit loss over
the entire duration.
For lease receivables, the Company has always chosen to measure its loss provision

at an amount equal to the expected credit loss over the entire duration.
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(9) Inventory

If the Company no longer reasonably expects that the contractual cash flow of a
financial asset can be recovered in whole or in part, it shall directly write down the

book balance of the financial asset.

1. Classification and cost of inventory

[nventory is categorized as: Inventory Goods
Inventory 1s mitially measured at cost, which includes the cost of procurement,
processing and other expenses mcurred to bring the mventory to its current premises

and condition.

ii. Methods of valuation of issued inventory

[nventories are valued on the weighted average method when they are issued.

At the balance sheet date, mventories should be measured at the lower of cost and
net realizable value. When the cost of inventory is higher than its net realizable value,
provision should be made for mventory decline. Net realizable value 1s the estimated
selling price of inventory in the ordinary course of business. less the estimated costs

to be incurred at completion, estimated selling expenses., and related taxes.

directly used for sale shall be determined by the estimated selling price of the
imventory minus the estimated selling expenses and relevant taxes and fees; The net
realizable value of the inventory held for the execution of the sales contract or the
service contract shall be calculated on the basis of the contract price, and if the
quantity of the inventory held exceeds the quantity ordered under the sales contract,
general sales price.

After the provision for mventory decline is made, 1f the influencing factors of the
previous write-down of the inventory value have disappeared, resulting in the net

realizable value of the inventory being higher than its carrying amount, it shall be
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reversed within the amount of the original provision for inventory decline and the

amount reversed shall be included in the profit or loss for the current period.

iv. Inventory system

Perpetual inventory system 1s adopted.

v. Amortization method for low-value consumables and packaging
(i) Low-value consumables are resold in a one-time manner:;

(11) The packaging adopts the one-time resale method.

(10) Contract assets

The Company presents contract assets or contract liabilities in the balance sheet

based on the relationship between the performance obligations and the customer's

same contract are shown in net. The Company's right, unconditionally (subject only
to the passage of time) to receive consideration from the Chent, 1s presented

separately as a recervable.

and the accounting treatment method, please refer to "(8) 6. Test Method and
Accounting Treatment Method for Impairment of Financial Assets” in this note.
(11) Long-term equity investment
1. Criteria for judging joint control and significant influence
Joint control refers to the common control of an arrangement in accordance with the
relevant agreement, and the relevant activities of the arrangement must be
unanimously agreed by the participants who share the control before decision-

making. If the Company and other joint venture parties exercise joint control over
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joint venture of the Company.

Significant influence refers to the power to participate in the financial and
operational decisions of the investee, but is not able to control or jointly control the
significant influence on the investee, the investee shall be an associate of the

Company.

1i. Determination of the initial investment cost
(1) Long-term equity investments formed by business combinations
combination under the same control, the mitial investment cost of the long-term

equity investment shall be based on the share of the carrying amount of the owner's

equity of the merged party in the consolidated financial statements of the ultimate
controller on the date of consolidation. The difference between the mitial investment
cost of the long-term equity investment and the carrying amount of the consideration
paid shall be adjusted for the equity premium in the capital reserve, and the retained
carnings shall be adjusted when the equity premium in the capital reserve is
insutficient to ofiset the difference.

For a long-term equity investment i a subsidiary formed by a business combination
not under the same control, the initial investment cost of the long-term equity
mvestment shall be determimed according to the merger cost determined on the date

of purchase.

(i1) long-term equity investments made through a business combination other than a
business combination

For long-term equity investments made in cash, the mitial investment cost 1s based
For long-term equity investment obtained through the issuance of equity securities,
the fair value of the equity securities issued shall be used as the initial investment

cost.

iii. Subsequent measurement and profit and loss recognition methods
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The company's long-term equity investment in a subsidiary is accounted for using
the cost method, unless the investment meets the conditions for holding for sale. In
addition to the cash dividends or profits that have been declared but not yet paid in
the price or consideration actually paid at the time of obtamning the mvestment, the

company recognizes the current investment income according to the cash dividends

or profits declared and distributed by the mvestee.

(11) long-term equuity investments accounted for by the equity method

Long-term equity mvestments 1n associates and joimnt ventures are accounted for
using the equity method. The initial investment cost is less than the difference
between the fair value share of the mvestee's identifiable net assets at the time of
investment, and the initial investment cost of the long-term equity investment shall
not be adjusted, and the difference between the initial investment cost and the fair
value share of the investee's identifiable net assets shall be included in the profit or
loss for the current period, and the cost of the long-term equity investment shall be
adjusted.

The Company shall separately recognize investment income and other
comprehensive mcome according to the share of the net profit or loss and other
comprehensive mcome realized by the mvestee, and adjust the book value of the
long-term equity investment, reduce the carrying amount of the long-term equity
mvestment accordingly according to the profit or cash dividend declared by the
investee, and other changes in the owner's equity of the investee other than net profit
or loss, other comprehensive mcome and profit distribution (heremafter referred to
as "other changes in owner's equity") , adjust the book value of long-term equity
investments and include them in owners' equity.

When recognizing the share of the investee's net profit or loss, other comprehensive
income and other changes in owners' equity, the net profit and other comprehensive
mcome of the mvestee shall be recognized on the basis of the fair value of the
investee's identifiable net assets at the time of acquisition of the investment, and
periods.

In addition to the obligation to bear additional losses, the net loss incurred by the
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to zero at the carrving amount of the long-term equity mvestment and other long-
term interests that substantially constitute the net investment i the joint venture or
associate. If the joint venture or associated enterprise realizes net profit in the future,
the company shall resume the recognition of the revenue sharing amount after the

revenue sharing amount makes up for the unrecognized loss sharing amount.

(111) the disposal of long-term equity investments
The difference between the carrying amount of the disposal of long-term equity
investment and the actual acquisition price shall be included in the profit or loss for

the current period.

relevant assets or liabilities in the corresponding proportion, and the changes in other
owners' equity shall be carnied forward to the profit or loss for the current period on
a proportional basis.

If the mvestee loses common control or significant influence due to the disposal of
the equity mmvestment, the other comprehensive mcome recognized by the original
equity investment due to the adoption of the equity method of accounting shall be
accounted for on the same basis as the investee's direct disposal of the relevant assets
or liabilities when the equity method of accounting 1s terminated, and all changes in
method of accounting 1s terminated.

If the mvestee is lost due to the disposal of part of the equity investment or other
reasons, 1f the remaining equity can exercise joint control or significant influence on
the investee when preparing individual financial statements, it shall be accounted for
according to the equity method instead, and the remaming cqultv shall be adjusted
as 1f it had been accounted for by the equity method since it was acquired, and the
other comprehensive mcome recognized before the acquisition of the control of the
mvestee shall be carried forward on a proportional basis on the same basis as the

investee's direct disposal of the relevant assets or liabilities, and the changes in other
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or loss for the current period in proportion; The difference between its fair value and

carrying amount on the date of loss of control 1s included 1n profit or loss for the

current period, and other comprehensive income and other changes in owner's equity
recognized betore the acquisition of control of the mvestee unit are all carried
forward.
If the equity mvestment in a subsidiary 1s disposed of in a step-by-step manner
through multiple transactions until the loss of control is a package transaction, each
transaction shall be accounted for as a transaction in which the equity investment in
the subsidiary 1s disposed of and the control 1s lost; the difference between the
disposal price of each disposal before the loss of control and the carrying amount of
the long-term equity mvestment corresponding to the equity disposed of shall be
recognized as other comprehensive income in the individual financial statements,
and then transferred to the profit or loss for the current period when the control is
lost. If it 1s not a package transaction, each transaction shall be accounted for
separately.
(12) Investment real estate
Investment real estate refers to real estate held for the purpose of eaming rent or capital
appreciation, or both, mcluding land use rights that have been leased. land use rights that
are held and ready to be transferred after appreciation, and buildings that have been leased
out (including buildings that are self-constructed or used for rent after the completion of
development activities, and buildings that are under construction or 1n the process of being
developed for rent in the future).
Subsequent expenses related to mvestment real estate are included 1n the cost of investment
real estate when the relevant economic benefits are likely to flow in and their costs can be
reliably measured, otherwise they are included in profit or loss for the current period when
incurred.
The Company adopts a cost model for the measurement of existing investment properties.
The same depreciation policy as the Company's fixed assets 1s applied to investment real
estate-rental buildings measured according to the cost model, and the same amortization

policy as intangible assets 1s applied to leased land use rights.

(13) Fixed assets
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i. Recognition and initial measurement of fixed assets
Fixed assets refer to tangible assets that are held for the production of goods, the
provision of services, leasing or business management, and have a useful life of more

than one fiscal vear. Fixed assets are recognized when the following conditions are

enterprise;

and (i1) the cost of the fixed asset can be reliably measured.

Fixed assets are initially measured at cost (and taking into account the impact of the
expected disposal expense factor).

Subsequent expenses related to fixed assets are included in the cost of fixed assets

| The depreciation of fixed assets is classified and accrued using the average life
method, and the depreciation rate 1s determmed according to the type of fixed assets,
the expected useful life and the estimated net residual value rate. For fixed assets for
which mmpairment provisions have been made, the depreciation amount shall be
determmed m future periods based on the carrying amount after deducting the
impairment provision and based on the remaining useful life. If the service life of
each component of the fixed asset 1s ditferent or provides economic benefits to the

enterprise in different ways, different depreciation rates or depreciation methods are

selected and depreciation 1s accrued separately.

ii. Disposal of fixed assets
A fixed asset 1s derecognized when it is disposed of, or when it is not expected to
generate economic benefit from 1ts use or disposal. The amount of disposal income
from the sale, transfer, scrapping or damage of fixed assets after deducting their book

value and related taxes is mcluded n profit or loss for the current period.

(14) Construction in progress
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in progress reaches the intended usable state, it is transferred to fixed assets and

depreciation begins to accrue from the following month.

(15) Borrowing costs
i. Recognition principle for capitalization of borrowing costs
The borrowing costs incurred by the company that can be directly attributable to the
acquisition, construction or production of assets that meet the conditions for

capitalization shall be capitalized and included in the cost of relevant assets;

considerable period of time to reach a predetermined usable or saleable state.

ii. Borrowing cost capitalization period
The capitalization period refers to the period from the time when the capitalization
of borrowing costs starts to the time when capitalization ceases, excluding the period
durmg which the capitalization of borrowing costs 1s suspended.
Borrowing costs are capitalized when the following conditions are met:
(1) Expenditure on assets, including expenditure in the form of cash payments,
transfer of non-cash assets or assumption of mterest-bearmg habilities for the
acquisition, construction or production of assets cligible for capitalization;
(1) borrowing costs have been incurred;
to its intended usable or saleable condition have commenced.
When the acquisition, construction or production of assets eligible for capitalization
reaches the intended usable or saleable state, the borrowing costs cease to be

capitalized.

11 Suspension of capitalization period
The capitalization of borrowing costs shall be suspended 1if there 1s an abnormal

interruption in the acquisition, construction or production of an asset eligible for
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capitalization for more than 3 consecutive months, and the capitalization of
borrowing costs shall continue to be capitalized if the interruption is necessary for
the acquisition, construction or production of an asset eligible for capitalization to
reach the intended usable or saleable state. Borrowing costs incurred during the
to be capitalized until the acquisition and construction of assets or production

activities resume.

iv. Calculation method of capitalization rate and capitalization amount of borrowing
costs
For special borrowings borrowed for the purchase, construction or production of

assets eligible tor capitalization, the capitalized amount of borrowing costs shall be

temporary mvestment.

For general borrowings occupied for the acquisition, construction or production of
assets eligible for capitalization, the amount of borrowing costs that should be
capitahized for general borrowings shall be calculated and determined based on the
weighted average of the asset expenditures exceeding the portion of special
borrowings multiplied by the capitalization rate of the general borrowings occupied.
The capitalization rate is calculated based on the weighted average effective interest

rate of general borrowings.

interest of the foreign currency special borrowings shall be capitalized and meluded
in the cost of assets eligible for capitalization. The exchange difference arising from
the principal and interest of foreign currency borrowings other than foreign currency

special borrowings is recognized in profit or loss for the current period.

(16) Intangible assets
1. Valuation method of intangible assets
(1) the mitial measurement of mtangible assets at cost when the company acquires

them;
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and other expenses directly attributable to the use of the asset for its intended purpose.
(i1) Subsequent measurements

Analyze and judge the useful life of intangible assets when acquiring them.
Intangible assets with a limited useful life shall be amortized within the period of
economic benefits brought to the enterprise; if the period of economic benefits
brought to the enterprise by the intangible assets cannot be foreseen, they shall be

regarded as intangible assets with indefinite useful life and shall not be amortized.

| . Amortization | Residual value |
Project - Expected service life | ~ Based on
___________________________ I omethod | rate(®%) |
-~ Straight-line | 0.00 ;

1l Specific criteria for dividing the research phase mnto the development phase
The expenditure on R&D projects within the company 1s divided into research stage
expenditure and development stage expenditure.
acquire and understand new scientific or technological knowledge, etc.
Development stage: The stage in which research results or other knowledge are
applied to a plan or design to produce new or substantially improved materials,

devices, produets, etc., before commercial production or use.

iv. Specific conditions for capitalization of expenditures during the development phase
Expenses mcurred during the research phase are mcluded n profit or loss for the
current period when incurred. If the expenditure in the development stage meets the

following conditions at the same time, 1t shall be recognized as an intangible asset,

sold .
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(i1) has the intent to complete the intangible asset and use or sell it:
(iii) the manner in which the intangible asset generates an economic benefit,
including the usefulness of the intangible asset if it can be demonstrated that there is

a market for the product produced using the intangible asset or that there is a market

the expenditure in the development stage, all the R&D expenditure incurred shall be
mcluded m the profit or loss for the current period.
(17) Impairment of long-term assets
Long-term assets such as long-term equity investments, investment real estate, fixed assets,

projects under construction, right-of-use assets, intangible assets with limited useful life,

productive biological assets, o1l and gas assets, etc., which have signs of impairment at the
balance sheet date, shall be subject to impairment testing. If the impairment test results
show that the recoverable amount of an asset 1s lower than its carrymmg amount, an
imparrment provision shall be made according to the difference and mcluded i the

impairment loss. The recoverable amount is the higher of the fair value of the asset less

the smallest portfolio of assets that can generate cash inflows independently.

For goodwill formed as a result of business combinations, intangible assets with mndefinite

-

useful lives, and mtangible assets that have not yet reached a usable state, regardless of
whether there is an indication of impairment, the impairment test shall be carried out at
least at the end of each year.

The Company conducts a goodwill impairment test, and allocates the carrying amount of
goodwill formed as a result of the busmess combination to the relevant asset group mn a

reasonable manner from the date of purchase, and if 1t 1s difficult to allocate 1t to the relevant

asset group, it is allocated to the relevant asset group combination. The relevant asset group
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or combination of asset groups is the one that can benefit from the synergies of the business
combination.

When conducting an impairment test on a relevant asset group or a combination of asset
groups containing eoodwill, if there 1s an indication of impairment in the asset group or
asset group combmation related to goodwill, the asset group or asset group combination

shall be calculated, and the corresponding mpairment loss shall be recognized by

comparing it with the relevant carrying amount. If the recoverable amount is lower than the
book value, the amount of impairment loss will first be offset against the book value of the
goodwill allocated to the asset group or asset group combination, and then the book value
of other assets will be offset proportionally according to the proportion of the book value

of other assets other than goodwill 1n the asset group or asset group combination. Once the

above-mentioned asset impairment loss is recognized, it will not be reversed in subsequent

accounting periods.

The Company presents contract assets or contract liabilities in the balance sheet based on
the relationship between the performance obligations and the customer's payment. The
Company's obligation to transfer goods or services to the Customer for consideration

recerved or recervable from the Customer 1s shown as a contractual liability. Contract assets

(19) Employee remuneration
i. Accounting for short-term compensation
During the accounting period in which emplovees provide services to the Company,
the Company recognizes the actual short-term remuneration as a liability and

includes it in the profit or loss for the current period or the cost of related assets.

withdrawn m accordance with the regulations, shall be calculated and determined
according to the prescribed basis and proportion of the employees' remuneration

during the accounting period in which the emplovees provide services to the
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Company.
The employee benefit expenses incurred by the Company shall be included in the
profit or loss for the current period or the cost of related assets according to the actual
amount incurred when actually incurred, of which non-monetary benefits shall be
measured at fair value.

1i. Accounting for post-employment benefits
The Company shall pay basic endowment msurance and unemployment insurance

for employees in accordance with the relevant regulations of the local government,

in the current profit or loss or the cost of related assets.
In addition, the company also participates in the enterprise annuity

plan/supplementary pension insurance fund approved by the relevant state

departments. The Company pays a certain percentage of the total salary of employees
to the annuity plan/local social insurance mstitution, and the corresponding expenses

are included 1 the profit or loss for the current period or the cost of related assets.

(11) setting up a beneficiary plan

The Company attributes the benefit obligations arising from the defined benefit plan
to the period during which the employee provides services according to the formula
determined by the expected accrued benefit unit method, and includes it in the profit
or loss for the current period or the cost of related assets.

The deficit or surplus resulting from the present value of defined benefit plan
obligations minus the fair value of defined benefit plan assets is recognized as a
defined benefit plan net lability or net assets. If there 1s a surplus n the defined
benefit plan, the Company measures the net assets of the defined benefit plan by the:
lower of the surplus of the defined benelit plan and the asset limuit.

All defined benefit plan obligations, including those expected to be paid within
twelve months of the end of the annual reporting period in which emplovees provide

services, are discounted based on the market yield of Treasury bonds or high-quality

corporate bonds in active markets that match the term and currency of the defined
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benefit plan obligations at the balance sheet date.

The cost of services arising from defined benefit plans and the net interest on net
liabilities or net assets of defined benefit plans are recognized in profit or loss for the
current period or the cost of related assets, and changes in net liabilities or net assets
reversed to profit or loss in subsequent accounting periods, and all of the portion
originally mcluded m other comprehensive mcome 1s carried forward to retained
carnings to the extent of equity when the original defined benefit plan 1s terminated.
At the time of settlement of the defined benefit plan, the settlement gain or loss is
recognized as the difference between the present value of the defined benefit plan

obligation and the settlement price determined on the settlement date.

3. Accounting treatment of dismissal benefits

If the Company provides severance benefits to employees, the employee
remuneration liabilities arising from the severance benefits shall be recognized and
included m the profit or loss for the current period as soon as the Company 1s unable
to unilaterally withdraw the severance benefits provided by the termination plan or
the layoff proposal, and when the Company recognizes the costs or expenses related

to the restructuring mvolving the payment of severance benefits.

(20) Projected liabilities
The Company recognizes obligations related to contingencies as projected liabilities if they

meet the following conditions at the same time:

from the Company:

(1i1) the amount of the obligation can be reliably measured.

expenditure required to meet the relevant current obligations.

In determining the best estimates, factors such as risks, uncertainties and time value of
money associated with contingencies are taken mto account. Where the time value of

money is significant, the best estimate is determined by discounting the relevant future cash
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If all or part of the expenses required to settle the projected liabilities are expected to be
compensated by a third party, the amount of compensation shall be recognized separately
as an asset when it is basically determined that it can be received, and the amount of

The Company reviews the carrying amount of the projected liabilities at the balance sheet

date, and 1f there 1s conclusive evidence that the carrying amount does not reflect the current

best estimate, the carry

(21) Income

i. Accounting policies used for revenue recognition and measurement

the contract. The Company measures revenue based on the transaction price
allocated to each individual performance obligation.

The Transaction Price means the amount of consideration that the Company expects
to be entitled to receive as a result of the transfer of goods or services to the Client,
excluding payments received on behalf of third parties and amounts expected to be
returned to the Client. The Company determines the transaction price in accordance:
with the terms of the contract and its past PURACtices, and takes into account the
impact of factors such as variable consideration, significant financing elements
existing in the contract, non-cash consideration, and consideration payable to
customers when determining the transaction price. The Company determines the
transaction price including variable consideration by an amount not exceeding the
amount of the accrued recognized revenue that 1s likely not to be materially reversed

at the time the relevant uncertamty 1s eliminated. If there 1s a material financing
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on the amount pavable in cash assuming that the customer acquires control of the
ooods or services, and amortize the difference between the transaction price and the
period.

It one of the following conditions 1s met, 1t 1s deemed to be a performance obligation
within a certain period of time, otherwise, it is a performance obligation at a certain
point 1n time:

* The customer obtains and consumes the economic bencfits brought by the
company's performance at the same time as the company's performance.

* The customer has control over the merchandise under construction during the
company's fulfillment process.

* The goods produced by the Company in the course of the performance of the
contract have irreplaceable uses, and the Company has the right to receive payment
for the part of the performance that has been completed so far during the entire
contract period.

For the performance obligations performed within a certain period of time, the
Company shall recognize revenue m accordance with the performance progress
during that period, unless the performance progress cannot be reasonably determined.
Taking mnto account the nature of the goods or services, the Company adopts the
output method or the input method to determine the performance progress. When the
performance progress cannot be reasonably determined. if the costs incurred are
expected to be compensated, the Company shall recognize the revenue according to
the amount of the costs incurred until the performance progress can be reasonably
For performance obligations performed at a certain point in time, the Company
recognizes revenue at the point when the customer acquires control of the relevant
goods or services. In determining whether a customer has acquired control of goods
or services, the Company considers the following indications:

* The Company has a current right to receive payment for the goods or services, i.¢.
the Customer has a current payment obligation for the goods or services.

* The Company has transferred the legal title of the Goods to the Customer, 1.¢. the
Customer has legal ownership of the Goods.

* The Company has physically transferred the Commodity to the Customer, 1.¢. the
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Customer has taken physical possession of the Goods.

* The Company has transferred the principal risks and rewards of ownership of the
Commodity to the Client, 1.¢., the Client has acquired the principal risks and rewards
of ownership of the Commodities.

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

(22) Contract costs

* This cost increases the Company's resources to meet its performance obligations in the
future.

* This cost 15 expected to be recovered.

recovered, it shall be recognized as an asset as the cost of obtaining the contract.

Assets related to contract costs are amortized on the same basis as revenue recognition for
goods or services related to such assets, but if the amortization period of contract acquisition
costs does not exceed one year, the Company will include them in profit or loss for the
current pertod when mcurred.

If the carrying amount of an asset related to the contract cost is higher than the difference
between the following items, the Company shall make an impairment provision for the
excess and recognize 1t as an asset impairment loss:

i. the residual consideration expected to be obtained as a result of the transfer of goods or
services related to the asset;

2. Estimate the cost to be incurred for the transfer of the relevant goods or services.

If the factors of impairment in the previous period change later, so that the aforesaid
difference is higher than the carrying amount of the asset, the Company shall reverse the
mmpairment provision that has been made and include 1t in the profit or loss for the current
period, but the carrying amount of the reversed asset shall not exceed the carrying amount

of the asset on the reversal date assuming that no provision for impairment 1s made.
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(23) Government subsidy
1. Type
Government subsidies are monetary assets or non-monetary assets obtained by the

Company from the government free of charge, which are divided into asset-related

Company for the acquisition, construction or other formation of long-term assets.
Income-related government grants refer to government grants other than assect-

related government grants.

income, it shall be included in the profit or loss for the current period in installments
in accordance with a reasonable and systematic method during the useful life of the
relevant assets (other income related to the daily activities of the Company; non-
operating income if it 1s not related to the daily activities of the Company):

Government subsidies related to revenues are recognized as deferred income 1f they
arc used to compensate the Company for relevant costs, expenses or losses in
subsequent periods, and are mcluded 1n profit or loss for the current period (included
in other income 1if they are related to the Company's daily activities; if they are not

related to the Company's daily activities, they are included in non-operating income)
for the relevant costs, expenses or losses incurred by the Company, they are directly
included in the profit or loss for the current period (if they are related to the
Company's daily activities, they are included in other income; if they are not related
to the Company's daily activities, they are included in non-operating income) or

written off the relevant costs, expenses or losses.
The preferential policy loan nterest discount obtained by the Company 1s divided

into the following two situations and is accounted for separately:

and the lending bank provides loans to the Company at a preferential policy interest
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corresponding interest discount.

(24) Deferred tax assets and deferred tax liabilities

Income tax mcludes current income tax and deferred income tax. Except for income tax

Deferred tax assets and deferred tax liabilities are recognized based on the difference
between the tax basis of the assets and labilities and their carrying amounts (temporary
differences).

For deductible temporary differences, deferred tax assets are recognized to the extent of the
taxable income that is likely to be obtained in future periods to offset the deductible
temporary differences. For deductible losses and tax credits that can be carried forward to
subsequent years, the corresponding deferred tax assets are recognized to the extent that the
future taxable income that is likely to be used to offset the deductible losses and tax credits
For taxable temporary differences, deferred tax liabilities are recognized, except in
exceptional circumstances.
recognized include:

+ Tnitial recognition of goodwill;

Deferred tax liabilities are recognized for taxable temporary differences related to
mvestments m subsidiaries, associates and joint ventures, unless the Company has control
over the timing of the reversal of such temporary differences and it 1s likely that the

temporary differences will not be reversed in the foresecable future. Deferred tax assets are
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recognized for deductible temporary differences related to investments in subsidiaries,
foreseeable future and taxable income to offset the deductible temporary differences is
likely to be obtained in the future.

applicable tax rate during the period in which the relevant assets are expected to be
recovered or the relevant habilities are liquidated, in accordance with the provisions of the
tax law.

At the balance sheet date, the Company reviews the carrying amount of deferred tax assets.

rying amount of the deferred tax asset 1s written down 1f there 1s a high probability

. ‘.

that sufficient taxable income will not be available in future periods to offset the benefit of

taxable income will be obtained.
When there is a legal right to settle on a net basis, and the intention is to settle on a net basis
or to acquire assets and settle liabilities at the same time, the current income tax assets and

current income tax liabilities are presented as net offset.

net basis after offsetting if the following conditions are met;

* The taxpayer has the legal right to settle the current income tax assets and current income
* Deferred tax assets and deferred tax liabilities are related to the income tax levied by the
same tax admmistration department on the same taxpayer or to different taxpayers, but mn
cach future period when the deferred tax assets and liabilities are reversed, the taxpayers

the assets and settle the liabilities at the same time.

(25) Leasing
Lease refers to a contract in which the lessor transfers the right to use an asset to the lessee
for a certam period of time for consideration.
On the commencement date of the contract, the Company assesses whether the contract is
a lease or includes a lease. A contract is a lease or contains a lease if one of the parties to a

contract relinquishes the right to control the use of one or more 1dentified assets for a certam

period of time in exchange for consideration.
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If the contract contains multiple separate leases at the same time, the Company will split
the contract and account for each separate lease. If the contract contains both leased and
non-leased parts, the lessee and the lessor will split the leased and non-leased parts.

For rent concessions such as rent reductions and deferred payments reached on existing

options and does not assess whether there 1s a lease change or re-evaluate the lease

* The lease consideration after concession is reduced or basically unchanged compared

at the discount rate before concession:
* After taking into account both qualitative and quantitative factors, it was determined that

there were no significant changes to the other terms and conditions of the lease.

i. The Company acts as the lessee

(1) Right-of-use assets
assets for leases other than short-term leases and leases of low-value assets. Right-
of-use assets are mmtially measured at cost. This cost mmcludes:
[nitial measurement amount of the lease liability;

If there 1s a lease incentive for the lease payment paid on or before the
commencement date of the lease term, the relevant amount of the lease incentive
already enjoyed shall be deducted;

Initial direct costs incurred by the Company;

The costs expected to be incurred by the Company to dismantle and remove the
Leased Assets. restore the premises on which the Leased Assets are located or restore
the Leased Assets to the conditions agreed 1n the lease terms, excluding the costs
incurred for the production of mventory.

Subsequently, the Company adopted the straight-line method to depreciate the right-
of-use assets. If the ownership of the leased assets can be reasonably determined at
the expiration of the lease term, the Company shall accrue depreciation during the
remaining useful life of the leased assets; Otherwise, depreciation is accrued on the

leased asset for the period whichever is shorter of the lease term and the remaining
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useful life of the leased asset.
The Company shall determine whether the right-of-use assets have been impaired in
accordance with the principles described in "II1. (XX) Impairment of Long-term

Assets" in this note, and shall account for the identified impairment losses.

%%%%%

At the commencement date of the lease term, the Company recognizes lease
liabilities for leases other than short-term leases and leases of low-value assets. Lease
liabilities are initially measured at the present value of unpaid lease payments. The
lease payment amount includes:

Fixed payment amount (including substantial fixed payment amount), if there is a

The amount expected to be payable based on the residual value of the guarantee

provided by the company;

The exercise price of the purchase option, provided that the Company reasonably
The amount to be paid for exercising the termination option, provided that the

term of the lease reflects that the Company will exercise the termination option.

The Company uses the interest rate embedded 1n the lease as the discount rate, but if

the interest rate embedded in the lease cannot be reasonably determined, the

Company's incremental borrowing interest rate 1s used as the discount rate.

The Company calculates the interest expense of the lease liabilities for each period

for the current period or the cost of related assets.

Variable lease payments that are not included in the measurement of lease liabilities

are recognized 1 profit or loss for the current period or the cost of related assets

when actually incurred.

After the commencement date of the lease term, if the following circumstances occur,

the Company shall remeasure the lease liabilities and adjust the corresponding right-

of-use assets, and 1if the carrying amount of the right-of-use assets has been reduced

to zero, but the lease liabilities still need to be further reduced, the difference shall

be included in the profit or loss for the current period:
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NMhen there 1s a change n the appraisal results of the purchase option, renewal
option or termination option, or the actual exercise of the aforesaid option is
inconsistent with the original appraisal result, the Company will remeasure the lease
liability based on the present value calculated by the changed lease payvment amount
and the revised discount rate;

* When there 1s a change in the amount of the real fixed payment, the amount
expected payable for the residual value of the guarantee, or the index or ratio used
to determine the amount of the lease payment, the Company remeasures the lease

liability based on the present value calculated by the changed lease payment amount

revised discount rate.

(1i1) Short-term leases and leases of low-value assets

period of the lease term. A short-term lease is a lease with a lease period of not more
than 12 months on the start date of the lease term and does not include an option to
purchase. A lease of a low-value asset refers to a lease with a lower value when a
single leased asset is a brand new asset. If the company subleases or expects to

sublease the leased assets, the original lease 1s not a low-value asset lease.

[f there 1s a change in the lease and the following conditions are met at the same time,
the company will treat the lease change as a separate lease for accounting treatment:
The lease variation expands the lease scope by adding the right to use one or more
leased assets;

The mcreased consideration 1s commensurate with the individual price of the
expanded portion of the lease as adjusted for the circumstances of the contract.
If the lease change 1s not accounted for as a separate lease, on the effective date of
the lease change, the company will reallocate the consideration of the modified

contract, redetermine the lease term, and remeasure the lease liability according to
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revised discount rate.

If the lease scope 1s shortened or the lease term is shortened as a result of the lease
change, the Company shall reduce the carrying amount of the nght-of-use assets
termination of the lease in profit or loss for the current period. If the lease liability is
remeasured due to other lease changes, the Company shall adjust the carrying

amount of the right-of-use assets accordingly.

change, and will continue to calculate the interest expense of lease liabilities at the
same discount rate as before the concession and include it in the current profit or loss,
and continue to depreciate the right-of-use assets according to the same method as

before the concession. In the event of rent reduction, the Company will treat the

the discount rate before the concession, and adjust the lease liabilities accordingly.

In the event of deferred payment of rent, the Company shall offset the lease liabilities

include the original contract rent in the cost or expense of the underlying assets n
accordance with the same method as before the concession. In the event of rent
reduction, the Company will treat the reduced rent as a variable lease payment, and

the cost or expense of the relevant assets will be offset during the reduction period;

payable as payable during the original payment period. and offset the amount

payable recognized in the previous period when the actual pavment is made.

ii. The Company acts as the lessor

On the lease commencement date, the Company divides the lease into a finance lease
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regardless of whether the ownership 1s ultimately transferred. Operating lease refers

to leases other than financial leases. When the Company acts as a sublease, it
classifies the sublease based on the nght-of-use assets generated from the original

lease.

(1) Accounting for operating leases

Lease receipts from operating leases are recognized as rental income on a straight-
line basis for each period of the lease term. The Company capitalizes the mnitial direct
expenses incurred in connection with the operating lease and apportion them to profit
or loss for the current period on the same basis as the rental mcome recognition
during the lease term. Variable lease payments that are not included in lease receipts
are recognized in profit or loss for the current period when they are actually incurred.
[f there 1s a change in the operating lease, the company shall account for it as a new

lease from the effective date of the change, and the amount of lease receipts received

the amount received from the new lease.

(11) Accounting for financial leases

On the lease commencement date, the Company recognized the financial lease
lease assets. When the Company initially measures the financial lease receivables,
the net lease investment 1s recorded as the value of the financial lease recervables.
value of lease receipts not vet received at the start date of the lease term discounted
at the interest rate embedded 1n the lease.

The Company calculates and recognises interest income for each period of the lease
term at a fixed periodic interest rate. The derecognition and mmpairment of fiancial
lease receivables shall be accounted for in accordance with "III.(8) Financial
Instruments” of this note.

Variable lease payments that are not mcluded in the net measurement of lease

investments are recognized in profit or loss for the period when they are actually
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incurred.
If there is a change in the financial lease and the following conditions are met at the
same time, the Company will treat the change as a separate lease for accounting
treatment:

* The change expands the scope of the lease by adding the right to use one or more
leased assets;

* The increased consideration is commensurate with the amount of the separate

price for the expanded portion of the lease as adjusted for the circumstances of the
contract.

If the change of financial lease 1s not accounted for as a separate lease, the Company
shall treat the changed lease in the following circumstances:

* If the change becomes effective on the lease commencement date, the lease will
be classified as an operating lease, the Company will account for it as a new lease
from the effective date of the lease change and use the net lease investment prior to
the effective date of the lease change as the carrying amount of the leased assets;

* If the change takes effect on the lease commencement date, the lease will be
classified as a finance lease and the Company will account for 1t 1n accordance with
the policy of amending or renegotiating contracts in "II1.(8) Financial Instruments”

of this note.

(111) COVID-related rent concessions

For operating leases that adopt the simplified method of rent concessions related to
the novel coronavirus pneumonia epidemic, the Company will continue to recognize
the original contract rent as lease mcome m accordance with the same method as
before the concession, and in the event of rent reduction, the Company will treat the
reduced rent as a variable lease payment and reduce the lease income during the
reduction period, and 1if the rent collection 1s deferred, the Company will recognize
the rent receivable as a receivable during the original collection period and offset the
receivables recognized in the previous period when it 1s actually received.

For finance leases that adopt the simplified method of rent concessions related to the
novel coronavirus pneumonia epidemic, the Company continues to calculate interest
at the same discount rate as before the concession and recognize it as lease income.

In the event of rent reduction, the Company will treat the reduced rent as a variable
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agreement, the original recognized lease income shall be offset by the amount
discounted at the discount rate before the concession, and the part that 1s insufficient
shall be included in the investment income, and the financial lease receivable shall
be adjusted accordingly;

(26) Changes in significant accounting policies and accounting estimates and correction of

€rrors

i. Changes in significant accounting policies

(1) Implementation of "Interpretation No. 135 of Accounting Standards for Business

"Interpretation No. 15") on December 30, 2021.

(D Accounting treatment for trial sales

[nterpretation No. 15 stipulates the accounting treatment and presentation of the
external sales of products or by-products produced by enterprises before the fixed
It stipulates that the income related to trial operation sales should not be used to
offset the costs. The net amount 1s used to offset fixed asset costs or R&D
expenditures. This regulation will take effect on January 1, 2022, and retrospective
adjustments should be made to trial sales that occurred between the beginning of the

earliest period for financial statement presentation and January 1, 2022,

contract should include both the incremental costs of performing the contract and the
apportioned amount of other costs directly related to the performance of the contract.
This regulation will come into effect on January 1, 2022. Enterprises should
implement this regulation for contracts that have not fulfilled all obligations on
January 1, 2022. The cumulative impact number will be adjusted to retained earnings
and other related financial statement items at the begmning of the vear on the date

of implementation. ., does not adjust the comparative financial statement data of the

previous period.
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(11) Implementation of the "Notice on Issues Concerning the Application of the
"Accounting Treatment Provisions on Rent Concessions Related to the COVID-19
Epidemic”

On May 19, 2022, the Mmistry of Finance 1ssued the "Notice on Issues Related to
the Application of the "Accounting Treatment Provisions for Rent Concessions
Related to the COVID-19 Epidemic” (Financial Accounting [2022] No. 13), once
again allowing the use of simplified methods for the COVID-19 epidemic. The
applicable scope of relevant rent concessions has been adjusted, and the original
restriction that the simplified method can only be applied to concessions on lease
payments payable before June 30, 2022 has been removed. For concessions in lease
epidemic, lessees and lessors can continue to choose to use the simplified method
specified in the "Accounting Treatment Provisions for Rent Reductions Related to
the COVID-19 Epidemic" for accounting Processing, other applicable conditions
remain unchanged.

The company has chosen to adopt the simplified method for accounting treatment

for all eligible lease contracts before the adjustment of the scope of application. It
also adopts the simphfied method for accounting treatment for all similar lease
contracts that mect the conditions after the adjustment of the scope of application.
The company has also adopted the simplified method for accounting treatment for
all lease contracts that have met the conditions before the adjustment ot the scope of
application. Retrospective adjustments will be made to the relevant lease contracts
statement data of the previous period will not be adjusted; the relevant rent
concessions that occurred between January 1, 2022 and the implementation date of
the notice will not be accounted for in accordance with the notice. , make adjustments

based on this notification.

(iii) Implementation of "Interpretation No. 16 of Accounting Standards for Business
Enterprises”

The Mmistry of Finance announced the "Interpretation No. 16 of Accounting

Standards for Business Enterprises"” (Finance [2022] No. 31, hereinafter referred to
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as "Interpretation No. 16") on November 30, 2022.

instruments classified as equity instruments by the issuer

Interpretation No. 16 stipulates that for financial instruments classified as equity
mstruments by enterprises, if the relevant dividend payments are deducted before
corporate income tax in accordance with the relevant provisions of tax policies, the
income tax mmpact related to the dividend shall be recognized when the dividend
recognized in accordance with the past The income tax effects of dividends are
mcluded in the current profit and loss or owner's equity items (including other
comprehensive income items) in a manner consistent with the accounting treatment
used when transactions or events that generate distributable protits.

This regulation will take effect from the date of announcement, If the relevant
dividend payable occurs between January 1, 2022 and the implementation date,
adjustments will be made in accordance with this regulation; if it occurs before

January 1, 2022 and the relevant financial instruments are in January 2022, If the

adjustments shall be made. The implementation of this provision has not had a

significant impact on the Company's financial status and operating results.

2 Regarding the accounting treatment when an enterprise changes a cash-settled

share-based payment to an equity-settled share-based payment

Interpretation No. 16 clarifies that if an enterprise modifies the terms and conditions
share-based payment agreement, on the modification date (whether it occurs during
the waiting period or after the end of the waiting period), the company shall be
subject to the terms and conditions granted in accordance with the grant. The fair
value of the equity instrument on the date of modification is measured as equity-

settled share-based payment, and the services received are mcluded i the capital

settled share-based payment is derecognised. The diiference between the two
Included in current profit and loss.

This regulation will come into effect on the date of promulgation, and new relevant

Notes to the Financial Statements Page 41



PURAC Environmental System (Beijing) Co., Litd
Notes to Financial Statements

For the Year Ended December 31, 2023

(English Translation for Reference Only)

4. Taxes

accordance with this regulation; if relevant transactions that occurred before January
1, 2022 are not handled in accordance with this regulation, they shall Retrospective

adjustments will be made to adjust the cumulative impact to retained earnings and

had a significant impact on the Company's financial status and operating results.

(1) Major taxes and rates

Tax types. Tax basis Tax rate (%)

The output tax amount 1s
| calculated based on the sales of
goods and taxable labor income

| calculated according to tax laws.

Value added tax 9.00

~ After deducting the input tax |
6.00
amount allowed for deduction in |

the current period, the difference

1s the payable value-added tax

Calculated and paid based on the

Urban maintenance and construction tax actual  value-added tax and 7.00

| consumption tax paid

Calculated and paid based on

| taxable income

(2) Tax incentives

The statutory rate of corporate income tax of the Company 18 25%, and according to

Technology Commission, the Beijing Municipal Bureau of Finance, and the Betjing

Municipal Taxation Bureau of the State Administration of Taxation, and the Company was

recognized as a high-tech enterprise, with the certificate number of high-tech enterprise
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identification number: No. GR202211004793, and the certificate is valid for 3 years. From
December 2022 to December 2025, the corporate income tax will be paid at a reduced rate

of 15%.
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5. Notes to the items in the consolidated financial statements

(1) Monetary funds

Project

Closing balanece

21.742.56 |

Other monetary funds

11.056,123.41

Total

78,630,045.26 |

The breakdown of restricted monetary funds is as follows:

Closing balance

95,194.957.51

8.363,116.22 |

10,275,750.49

P

2,693,007.19

(2) Trading financial assets

10,351.,316.00

Project

Closing balance:

Last year's yvear-end

balance

Others - Money Market Fund Wealth

_Management

---------------------------------------------------------------------------------------------------------------------------------------------------------------

Banketr's Aéceptance

8.000,000.00 |

o
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Project Closing balance Last year's year-end balance

........................ 5 o L ins i i e i e s e e o e S e e e e e i i e e e o T i e s e e i i e e i e i s e m i B e i i R
n | ]
L ]
n | ]

fotal 3.000.000.00 | 2.500,000.00

Aging of accounts - Closing balance i Lastyear's year-end balance

24415927213 | 5,160.351.49

1-2 years 2.579,507.80 | 135.711,322.72

............................................................................................................. .!..............................................................................................

el 926.162.00 |

-----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Subtotal 247.664 941 .93 140.871.674.21

Less: Bad debt provision 700,000.00 | 700.000.00

Total 246.964.941.93 140.171.674.21
(5) Prepayments

LT LUT UL e P T o R

Closing balance LLast year's year-end balance

Money LB (%)

4.460.051 .88 | 10000 | 1123801861 99.30

T - LLTLrLY SLTErLrrt LITEITTL L)

lotal 4,460,113.75 100.00 11.31/7.156.14 100.00

Last year's year-end

___________________ balance

Other receivables 10.241.944.60 | 10.300,980.99

" - - - - T ;h;h;h;h;h;h;h;h;h;h;h;h;h;h;h;h;h;h;h;h;h;hh‘hh‘hh‘hh‘hh‘hh‘hh‘hh‘h-‘;--h‘hh.hh.hh‘hh.hh.h-h--h.hh‘hh.hh.hh‘hh‘hh‘hh‘hh‘hh‘hh‘hh.hh.hh‘hh‘*-h‘hh.hh.hh‘hh.hh.hh‘hh‘hh‘hh‘hh‘hh‘hh‘hh.hh.hh‘hh.hh.hh‘hh.hh.hh‘hh.hh.hh‘hh.hh.hh‘hh‘h----h‘hh‘h;h;h;h;h;hh-;h;h;h;h;h;h;h;h;h;h;h;h;h;h;hh

Total 10.,241.944.60 10.300,980.99

Other receivables

Disclosure by account age
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Aging of accounts

Cl GSI n

Total

o balance

10.241.944.60 |

Last year's year-erid

10,300.980.99

Provision for

mventory

Book
for impairment of

balance

i contract performance

| depreciation/provision |

Book

value

782:624.26

803,087.76 |

803,087.76

Book

balance

 937,168.84 |

937,168.84

Provision for

inventory

Book

for impairment of value

contract performance

--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

(8) Contract assets
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Last year's year-end balance

--------------------------------------------------------------------------------------------------------------------------------------------------------------------

Items | - Impairment a - Impairment |
. Book balance ~ Book value | Book balance | ~ Book value
‘  provision | | |

........................................................... .i.-..................................................... i e R PO L O PR,

| 55,440,697.07  55440697.07 | 59.237.184.40 | | 59,237,184.40

Total | 55.440,697.07  55440.697.07 | 59.237.184.40 |  59.237.184.40

(9) Other current assets

Last year's year-end
Project Closing balance

_Input tax to be deducted 1,096,227.27 | 754,547.28

Total 1,09622727 | 754,547.28

. Lastyear's year-end balance

Project Baddebt | Book | Book | Baddebt | Book
 Book balance |
i _proviston |  wvalue : balance | provision |  value

Maturity S P _ B
799.640.37 | 799,640.37 | 668,066.11 668,066.11

Total | 799.640.37 | 799.64037 | 668.066.11 668.066.11

Total 2,296,148 .90 2,797,112.95

(12} Fixed assets

1.  Fixed assets and fixed asset liquidation
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Closing balance

Last year's year-end

balarnce

16.872,238.38 |

Total

;5 16.872.238.38 |

5,764,824.52
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