ZHEJIANG SANHUA INTELLIGENT CONTROLS CO,, LTD.
CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2022, 2023 AND 2024






Responsibilities of Directors for the Consolidated Financial Statements

The directors of the Company are responsible for the preparation of the consolidated financial
statements that give a true and fair view in accordance with IFRS Accounting Standards, and for
such internal control as the directors determine is necessary to enable the preparation of
consolidated finaneial statements that are free from material misstatement, whether due to fraud
Ol €rToT,

In preparing the consolidated financial statements, the directors are responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, mnatters related to going
concern and using the going concern basis of accounting unless the directors either intend to
liquidate the Gronp or to cease operations, or have no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Consolidated Financial
Statements

Our objectives are to obtain reasonable assurance about whether the consolidated finanecial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an anditor’s report that includes our opinion. We report our opinion solely to you, as a body,
and for no other purpose. We do not assume responsibility towards or accept liability to any other
person for the contents of this report. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with IHKSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgment and maintain
professional scepticisin throughout the audit. We also:

. Identify and assess the risks of inaterial nisstatement of the consolidated financial
statements, whether due to fraud or error, design and perform andit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit 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 Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosnres inade by the directors,
. Conclude on the appropriateness of the directors’ 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 Group’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
consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Qur conclnsions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to
continue as a going concern.



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

. Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding
the financial information of the entities or busginess units within the group as a basis for
forming an opinion on the group financial statements. We are responsible for the direction,
supervision and review of the audit work performed for purposes of the group audit. We
reniain solely responsible for our audit opinion.

We communicate with the directors of the Company regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

Restriction on Distribution and Use

The consolidated financial statements are prepared for the purpose of the preparation of historical
financial information for inclusion in the prospectus of the Company in connection with the initial
public offering of H Shares of the Company on the Main Board of The Stock Exchange of Hong
Kong Limited. As a result, the consolidated financial statements may not be suitable for another
purpose. Qur report is intended solely for the board of directors of the Company and should not
be distributed to or used by any other parties for any purpose.

Confucius International CPA Limited
Certified Public Accountants

Hong Kong

13 June 2025



Consolidated statements of profit or loss

Revenue
Cost of revenue

Gross profit

General and administrative expenses

Selling and marketing expenses

Research and development expenses

Net impairment losses on financial
assets

Other income

Other gains/{losses), net

QOperating profit

Finance income
Finance costs

Finance costs, net

Share of profit or loss of investments
accounted for using the equity
method

Profit before income tax
income tax expenses

Profit for the year

Attributable to:
- Owners of the Company
- Non-controlling interests

Earnings per share for profit
attributable to owners of the
Company (expressed in RMB

per share)
® Basic
® Diluted

Notes

o,

o o

3.2

~

10
10

14

11

13
13

Year ended December 31,

2022 2023 2024
RMB’000 RMB'000 RMB'000
21,347,550 24,557,802 27,947,165
(15,885,938) (17,822,314) (20,326,346)
5,461,612 6,735,488 7,620,819
(1,383,996) (1,621,891) (1,946,785)
(496,334) (601,409) (726,437)
(988,954) (1,096,834) (1,351,799)
(97,762) (51,478) (56,379)
260,185 291,162 292,301
471,310 63,585 (83,795)
3,226,061 3,718,623 3,747,925
53,136 56,238 67,221
(235,671) (229,583) (132,384)
(182,535) (173,345) (65,163)
7,732 7,986 8,925
3,051,258 3,553,264 3,691,687
(443 ,206) (619,549) (579,961)
2,608,052 2,933,715 3,111,726
2,573,344 2,920,993 3,099,165
34,708 12,722 12,561
2,608,052 2,933,715 3,111,726
0.72 0.81 0.84
0.72 0.81 0.84

The above consolidated statements of profit or loss should be read in conjunction with the accompanying

notes.



Consolidated statements of comprehensive income

Profit for the year

Other comprehensive
income/f(expenses)
ifems that may be reciassified to
profit or loss in subsequent
periods, net of tax:
- Currency transiation
differences of foreign
operations

Other comprehensive
income/(expenses) for the
year, net of tax

Total comprehensive income for
the year

Attributable to:
- Owners of the Company
-~ Non-controlling interests

Year ended December 31,

2022 2023 2024
RMB'000 RMB'000 RMB'000

2,608,052 2,933,715 3,111,726
120,868 123,300 (253,120)
120,868 123,300 (253,120)
2,728,920 3,057,015 2,858,606
2,694,212 3,044,293 2,846,045
34,708 12,722 12,561
2,728,920 3,057,015 2,858,606




Consolidated statements of financial position

As at December 31,

Notes 2022 2023 2024
RMB'000 RMB'000 RMB’000

ASSETS
Non-current assets
Property, plant and equipment 16 7,632,216 9,944 907 12,274,558
Investment properties 19 8,204 8,166 7,053
Right-of-use assets 17 894,163 1,023,826 1,205,331
Deferred tax assets 21 221,159 156,432 112,699
Intangible assets 18 45,826 52,954 36,520
tnvestments accounted for using the

equity method 14 32,438 37,924 40,600
Other non-current assets 23 471,504 594,836 376,825
Total non-current assets 9,205,510 11,819,045 14,053,586
Current assets
Inventories 24 4,334,875 4,600,729 5,280,442
Prepayments and other receivables 23 844,529 361,586 417,039
Trade and notes receivables 22 7,432,066 8,250,831 9,628,337
Financial assets at fair value through

profit or loss 3.6 108,965 22,636 6,237
Term deposits and restricted cash 25 3,827,915 2,959,729 1,805,065
Cash and cash equivalents 25 2,050,329 3,624,955 3,443,503
Other current assets 23 157,025 251,074 1,720,540
Total current assets 18,755,704 20,071,540 22,301,163
Total assets 27,961,214 31,890,585 36,354,749







Company’s statements of financiatl position

ASSETS

Non-current assets

Property, plant and equipment

Right-of-use assets

Deferred tax assets

Intangible assets

Investments accounted for using the
equity method

Investments in subsidiaries

Other non-current assets

Total non-current assets

Current assets

Inventories

Prepayments and other receivables

Trade and notes receivables

Financial assets at fair value through
profit or loss

Term deposits and restricted cash

Cash and cash equivalents

Other current asseis

Total current assets

Total assets

As at December 31,

Notes 2022 2023 2024
RMB’000 RMB’000 RMB'000

16 1,629,639 1,679,037 1,754,409
17 142,126 136,623 128,793
21 33,318 5,587 -
18 12,091 14,878 22,812
14 28,958 33,316 34,628
15 7,513,700 8,846,817 9,121,409
23 42,604 114,000 80,435
9,402,436 10,830,258 11,142,486

24 719,679 772,429 1,109,270
23 660,263 2,277,093 551,294
22 1,912,937 1,997,008 1,184,885
36 103,780 1,463 6,237
25 2,456,612 1,961,904 1,077,255
25 996,657 1,793,207 204,567
23 - . 1,318,633
6,849,928 8,803,194 5,452,141

16,252,364 19,633,452 16,594,627







Consolidated statements of changes in equity

Balance at January 1, 2022

Profit for the year

Other comprehensive income

Total comprehensive income for
the year

Capital injection

Appropriations to statutory reserves

Conversion of convertible bonds
(Note 26)

Share-based payment (Note 34)

Dividends declared {Note 12)

Repurchase of shares (Note 31(i))

Balance at December 31, 2022

Attributable to owners of the Company

Equity
reserves — Non-
Treasury Other convertible Retained controlfing Total
Share capital shares reserves bonds  earnings Sub-fotal interests equity
RMB’000 RMB'000 RMB000 RMB'000 RMB’000 RMB'000 RMB000 RMB'000
{Note 30) (Note 31) {Note 34) {Note 33)
3,591,090 (411,950) 945,793 409,685 6,615,680 11,150,308 102,282 11,252,590
- - - - 2,573,344 2,573,344 34,708 2,608,052
- - 120,868 - - 120,868 - 120,868
- - 120,868 - 2,573,344 2,694,212 34,708 2,728,920
- - - - - - 49,000 49,000
- - 161,739 - {181,739) - - -
48 - 1,021 (140} - 929 - 929
{269) 186,505 (91,838) - - 94,398 - 94,398
- - - - (B893,959) {893,959) (8,000) {901,959)
- {104,578) - - - (104,578) - {104,578)
3,590,869 {330,023) 1,137,583 409,545 8,133,336 12,941,310 177,990 13,119,300
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Consolidated statements of changes in equity (continued)

Balance at January 1, 2023

Profit for the year

Other comprehensive income

Total comprehensive income for
the year

Capital injection

Appropriations to statutory reserves

Conversion of convertible bonds
(Note 28)

Share-based payment (Note 34)

Dividends declared {Note 12)

Repurchase of shares (Note 31(i))

Balance at December 31, 2023

Attributable to owners of the Company

Equity
reserves — Non-

Treasury Other convertible Retained controlling Total

Share capital shares  reserves bonds earnings Sub-total interests equity
RMB'000 RMB’000  RMB000 RMB'000 RMB’000 RMB'000  RMB’000 RMEB'000

(Note 30) {Nofe 31)  (Note 34) (Note 33)

3,590,869 (330,023) 1,137,583 409,545 8,133,336 12,941,310 177,990 13,119,300
- - - - 2,920,993 2,920,893 12,722 2,933,715

- - 123,300 - - 123,300 - 123,300

- - 123,300 - 2920,993 3,044,293 12,722 3,057,015

- - - - - - 7,091 7,091

- - 148,391 - {148,391) - - -

141,926 - 3,104,717 (409,545) - 2,837,008 - 2,837,098
(179) 96,649 68,324 - - 164,794 - 164,794

- - - - (902,9986) (902,998)  (25,692) {928,688)
- {190,095) - - - (190,095) (2,807) {192,902)
3,732,616 {423,469) 4,582,315 - 10,002,942 17,894,404 169,304 18,063,708

-11-



Consolidated statements of changes in equity (continued)

Balance at January 1, 2024

Profit for the year
Other comprehensive income
Total comprehensive income for the year

Capital injection

Appropriations to statutory reserves
Share-based payment (Note 34)
Dividends declared (Note 12)
Repurchase of shares (Note 31(i)}
Transaction with non-controlling interests

Balance at December 31, 2024

The above consolidated statements of changes in equity should be read in conjunction with the accempanying notes.

Attributable to owners of the Company

Nen-

Treasury Other Retained controlling Total

Share capital shares reserves earnings Sub-total interests equity

RMB’000 RMB'GO0  RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(Note 30) (Note 31)  (Note 34) (Note 33)

3,732,616 (423,469) 4,582,315 10,002,942 17,894,404 169,304 18,063,708

- - - 3,099,165 3,099,165 12,561 3,111,726

- - (253,120) - (253,120) - [253,120)

- - (253,120) 3,099,165 2,846,045 12,561 2,858,606

- - - - - 50,835 50,835

- - 152,050 (152,050) - - -

(226) 341,599 (179,627) - 161,746 - 161,746

- - - {1,299,745) (1,299,745)  (15,628) (1,315,273}

- (299,978) - - {299,978} - (298,978)

- - (4,702) - (4,702) 4,702 -

3,732,390 (381,848) 4,296,916 11,650,312 19,297,770 221,874 19,519,644

12 -



Consolidated statements of cash flows

Year ended December 31,

Notes 2022 2023 2024
RMB000 RMB'000 RMB’000

Cash flows from operating activities
Cash generated from operations 35(a) 2,674,147 3,854,532 4,643,925
Interest received 53,136 56,238 87,221
Income tax paid (361,231 (350,407} (684,961)
Net cash generated from operating activities 2,366,052 3,560,363 4,026,185
Cash flows from investing activities
Proceeds from disposal of investments in associates 1,250 - -
Proceeds from refurn on investments 4,682 2,671 13,273
Proceeds from disposal of property, plant and equipment,

infangible assets and other non-current assets 84,636 591,068 109,300
Withdraw of term deposits and wealth management

products 679,732 1,212,037 6,907,449
Government grant received in refation to assets 127,123 163,601 277.351
Payments for purchase of investments (5,938) (3,500} (10,382}
Payments for purchase of property, plant and equipment,

intangible assets and other non-current assets (2,941,807) (2,745,462) (3,290,148)
Placement of term deposits and wealth management

products {370,000) {150,000} (7,131.657)
Payments for setllement of derivative financial instruments (95,837} {138,025) (43,616)
Others {11,540 21,931 {2,661
Net cash used in investing activities (2,527,699) {1,045,679) {3,171,091)
Cash flows from financing activities
Proceeds from share schemes (Note 31(ii}} 175,850 - 292 693
Capital coniributions from the non-controlling interests 49,000 7,091 44,682
Proceeds from borrowings 3,001,232 1,584,076 2,390,679
Repayments of borrowings (2,670,214} (1,308,453) {1,852,949)
Principal efements of lease payments (62,191) {98,683) (105,305}
interests paid (120,972) (143,269) (150,575)
Dividends paid {o the Company's shareholders {893,959) {902,996) (1,299,745)
Dividends paid to the non-controlling interests (8,000) (25,692) (13,000}
Payments for repurchase of shares (106,447) (191,668) (302,102}
Payments for fisting expenses - - (796}
Others 38,827 (12,256) 41,119
Net cash used in financing activities (596,874) {1,091,850) {955,299)
Net {decrease)/increase in cash and cash equivaients (758,521) 1,422,834 {100,205)
Cash and cash equivalents at beginning of the year 2,690,002 2,050,329 3,624,955
Effects of exchange rate changes on cash and cash

equivalents 118,848 161,792 (81,247)

Cash and cash equivalents at the end of the year 25 2,050,329 3,624,955 3,443,503

The above consolidated statements of cash flows should be read in conjunction with the accompanying
notes.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
GENERAL INFORMATION

Zhejiang Sanhua intelligent Controls Co., Ltd. (hereinafter referred to as “the Company™} is a
joint stock company with Himited liability incorporated in the People's Republic of China (the
"PRC"). The former entity of the Company, Sanhua-Fujikoki Co., Ltd., (ZEAZTHAHREA
#]), was incorporated as a Sino-Japanese joint venture on September 10, 1994. On December
19, 2001, the Company was established through converting Sanhua-Fujikoki Co., Ltd., to a
joint stock company, which later changed its name to Zhejiang Sanhua Inteiligent Controis Co.,
Ltd. The registered office and principal place of business of the Company is located at No. 219
Woxi Avenue, Chengtan Street, Xinchang, Shaoxing, Zhejiang Province PRC. The Company
is listed on the Shenzhen Stock Exchange {stock code: 002050) on June 7, 2005. The parent
and the ultimate holding company of the Company is Sanhua Holding Group Co.,, Ltd. (= 7£3%
g4k 7145 BR 24 &) (hereinafter referred to as “the Holding Company"), which is also incorporated
in the PRC.

The Company and its subsidiaries (hereinafter collectively referred to as “the Group") are
principally engaged in research and development (“"R&D"), production and sales of refrigeration
and air-conditioning product components and automotive components, which are widely used
in the refrigeration and air-conditioning product market and the automotive market, including
both of new energy vehicles (“NEVs") and traditional fuel vehicies.

The Company's principal subsidiaries during the Track Record P'eriod and as at the date of this
report are set out in Note 15.

The Consclidated financial statements are presented in Renminbi ("RMB"), which is also the
functional currency of the Company, and all values are rounded to the nearest thousands
{RMB'000) except when otherwise indicated.

BASIS OF PREPARATION

The Consolidated financial statements of the Group have been prepared in accordance with
all applicable International Financiai Reporting Standards ("IFRS Accounting Standards")
issued by the International Accounting Standards Board {*|ASB"). The Consolidated financial
statements have been prepared under the historical cost convention, as modified by the
revaluation of financial assets and financial liabilities at fair value through profit or loss (“FVPL").

The preparation of the Consolidated financial statements in conformity with IFRS Accounting
Standards requires the use of certain critical accounting estimates. It also reguires
management to exercise its judgment in the process of applying the Group's accounting
policies. The areas involving a higher degree of judgment or complexity, or areas where
assumptions and estimates are significant to the Consolidated financial statements are
disclosed in Note 4 below.

New standards, amendments and interpretations to the existing standards that are effective
during the Track Record Period have been adopted by the Group consistently throughout the
years presented, unless prohibited by the relevant standard to apply retrospectively.

Other than those material accounting policies information as disclosed elsewhere in this

Consolidated financial statements, a summary of the other accounting policies information has
been set out in Note 39 to this Consolidated financial statements.

-4 -




21

3.1

(@)

BASIS OF PREPARATION (CONTINUED)
New Standards and Amendments to Standards Not Yet Adopted

Standards and amendments to standards that have been issued but not yet effective and not
been early adopted by the Group during the Track Record Period are as follows:

Standards and amendments Effective for accounting periods
beginning on or after

Amendments to [FRS 10 and IAS 28 ‘Sale or To be determined
Contribution of Assets between an Investor and its
Associate or Joint Venture’

Amendments to 1AS 21 ‘Lack of Exchangeability’ January 1, 2025

Amendments to IFRS 9 and IFRS 7 ‘Amendments to January 1, 2026
the Classification and Measurement of Financial
Instruments’

Amendments to IFRS 9 and IFRS 7 ‘Contracts January 1, 2026
Referencing Nature-dependent Electricity’

Annual Improvements — Volume 11 IFRS accounting January 1, 2026
standards

[FRS 18 ‘Presentation and Disclosure in Financial January 1, 2027
Statements’

The Group has already commenced an assessment of the impact of these new standards and
amendments and no significant impact on the financial performance and positions of the Group
is expected when they become effective.

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks: market risk (including foreign
exchange risk and interest rate risk), credit risk, liquidity risk and price risk. The Group's overall
risk management focuses on the unpredictability of financial markets, seeks a balance between
risk and return, and minimizes the adverse impact of risk on the Group’'s financial performance.
Based on this risk management objective, the basic strategy of the Group’s risk management
is to identify and analyze the various risks faced by the Group, establish appropriate risk
tolerance thresholds and timely and reliably supervise various risks to control them within a
limited range.

Market Risk
Foreign Exchange Risk

Foreign exchange risk arises when future commercial transactions or recognized assets and
liabilities are denominated in a currency that is not the respective functional currency of the
Group's subsidiaries. The functional currencies of the subsidiaries outside Mainland China are
mainly United States Dollar ("USD") and Euro ("EUR"} whereas functional currency of the
subsidiaries operate in Mainland China is RMB. The Group manages iis foreign exchange risk
by performing regular reviews of the Group's net foreign exchange exposures and tries to
minimize these exposures through natural hedges, wherever possible.

-15-



3.1

(a)

FINANCIAL RISK MANAGEMENT {(CONTINUED}
Market Risk (Continued)

Foreign Exchange Risk (Continued)

As at December 31, 2022, 2023 and 2024, the Group’s major financial assets/liabilities exposed
to foreign exchange risk, representing those financial assets/liabilities denominated in USD and
EUR and included in a group entity with different functional currency:

As at December 31,

2022 2023 2024
RMB'000 RMB'000 RMB'000
Financial assets denominated in.
uspD 2,028,058 1,903,309 2,756,203
EUR 643,364 761,423 562,268
Others 212,795 280,499 368,463

As at December 31,

2022 2023 2024
RMB’000 RMB'000 RMB'000
Financial liabilittes denominated in:
UsD 736,187 570,284 757,069
EUR 678,887 1,190,444 831,178
Others 50,510 163,089 202,581

As shown in the table above, the Group is primarily exposed to changes in USD and EUR
exchange rates. The sensitivily of profit or loss to changes in the exchange rates arises mainly
from USD and EUR denominated financial instruments is as below:

Year ended December 31,

2022 2023 2024
RMB'000 RMB’000 RMB000

USD/RMB exchange rate -

Increase 5% 64,594 66,651 99,957

Decrease 5% {64,594) {66,651) {99,957)
EUR/RMB exchange rate -

increase 5% {1,776) (21,451) (13,4486)

Decrease 5% 1,776 21,451 13,446

Other foreign currencies of changes have no significant impact on foreign exchange risk.

-16 -



3.1

(b)

3.2

()

(b)

FINANCIAL RISK MANAGEMENT (CONTINUED)

Market Risk (Continued)

Interest Rate Risk

The Group's interest rate risk primarily arises from interest-bearing borrowings and bonds.

Borrowings issued at floating rates expose the Group to cash flow interest rate risk. Borrowings
and bonds issued at fixed rates expose the Group to fair value interest rate risk. The Group
determines the proportion of borrowings and bonds issued at floating rates and fixed rates
based on the market environment.

As at December 31, 2022, 2023 and 2024, total borrowings of the Group which were bearing
at floating rates amounted to approximately RMB2,665,903,600, RMB2,584,126,000 and
RMB2,048,388,000 respectively.

If interest rate had been 50 basis points higher or lower with all other variables held constant,
the profit before tax would decrease/increase approximately RMB13,330,000, RMB12,921,000
and RMB10,242,000, for the years ended December 31, 2022, 2023 and 2024, respectively.

Considering the repricing or maturity date, the fair value interest rate risk arises from borrowings,
bonds and bank balances carried at fixed rates is not significant for the Group.

Credit Risk

Credit risk arises from cash and cash equivalents, restricted cash and term deposits, as well
as trade and notes receivables and other receivables. The carrying amount of each class of
the above financial assets represents the Group's maximum exposure to credit risk in relation
to the corresponding class of financial assets.

Risk Management

To manage this risk, cash and cash equivalents as well as restricted cash and term deposits

are mainly placed with state-owned or reputable financial institutions which are all high-credit-
quality financial institutions.

To manage risk from trade and notes receivables as well as other receivables, the Group has
policies in place to ensure that credit terms are made to counterparties with an appropriate
credit history and the management performs ongeing credit evaluations of the counterparties.
It also has continuous monitoring procedures to ensure the collection of the receivables as
scheduled and follow up action is taken to recover overdue debts, if any.

Impairment of Financial Assets

The Group has three types of financial assets that are subject to the expected credit loss
model:

® Cash and cash equivalents, restricted cash and term deposits;

® Trade and notes receivables; and

® Other receivables.

Credit risk of cash and cash equivalents, restricted cash and term deposiis

Cash and cash equivalents, restricted cash and term deposits are mainly placed with reputable
Chinese and international financiat institutions. There has been no recent history of defauit in
relation to these financial institutions. The expected credit loss was immaterial as at December
31, 2022, 2023 and 2024.
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3. FINANCIAL RISK MANAGEMENT {CONTINUED}
3.2 Credit Risk {Continued)
(b) Impairment of Financial Assets (Continued)

Credit risk of trade and notes receivables

(i} Trade Receivables

The Group applies the IFRS 9 simplified approach to measure expected credit ioss (“ECL”)
which uses a lifetime expected loss allowance for all trade receivables.

To measure ECL, trade receivables have been grouped based on shared credit risk
characteristics and aging. The Group also made individual assessment on the recoverability of
its trade receivables for certain customers based on historical setttement record.

The historical loss rates are calculated based on the historical payment profiles of sales and the
corresponding historical incurred credit losses. The historical loss rates are adjusted to reflect
the forward-looking information on macroeconomic factors as well as the credit rating analysis
of respective customers and other external data which have impacts to the ability of the
customers to settle the receivables. The Group has identified the Gross Domestic Product
("GDP"} of the countries in which it sells its goods to be the most relevant factors, and
accordingly adjusts the historical loss rates based on expected changes in these factors.

Trade receivables are written off when there is no reasonable expectation of recovery. indicators
that there is no reasonable expectation of recovery include the failure of a debtor to engage in
a repayment plan with the Group and other indicators of severe financial difficulties.

On that basis, the loss allowance as at December 31, 2022, 2023 and 2024 was determined as
follows for trade receivables:

As at December 31, 2022, the loss allowance of individually impaired trade receivables and
grouped trade receivables are determined as follows:

Assess individually:

Trade Loss
receivables ECL rate allowance Reason
RMB000 RMB’000
Trade receivables 4,642 100% 4,642 Financial difficulty

Assessed based on grouping:

Domestic refrigeration and air-conditioning product components grouping

Upto3 306 61012 1t02 2to3 Over 3
months months months years years years Total
RMB000 RMB'000  RMB'000 RMB'000 RMB'000 RMB'000 RMB000

Expected loss rate 2.43% 5.39% 10.78% 31.12% 53.56%  100.00%
Gross carrying amount 930,885 764,786 212,766 553 9 125 1,808,124
Loss allowance 22,592 41,230 22,941 172 5 125 87,065
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3.2

(b)

FINANCIAL RISK MANAGEMENT (CONTINUED)

Credit Risk {Continued)

Impairment of Financial Assets (Continued)

{ii) Trade Receivables (Continued)

Overseas refrigeration and air-conditioning product components grouping

Upto 3 3to6 6to12 1102 2103 Over 3
months months months years years years Total
RMB'000 RMB'000  RMB'GD0 RMB'000 RMB'000 RMB000 RMB'000

Expected foss rate 4.85% 9.69% 19.38% 31.45% 73.08%  100.00%
Gross carrying amount 1,344,217 54,753 13,329 104 17 - 1,412,420
Loss allowance 65,136 5,306 2,583 33 12 - 73,070
Domestic automotive components grouping

Upto 3 3to6 6to 12 102 2103 QOver 3

months months months years years years Total

RMB'000 RMB'GO0  RMB'000 RMB'O00 RMB000 RMB'000 RMB'000

Expecled ioss rate 4,12% 8.23% 16.46% 31.12% 53.56%  100.00%
Gross carrying amount 1,252,571 190,702 10,800 57 225 323 1,454,678
Loss allowance 51,553 15,698 1,778 18 121 323 69,491

Overseas automotive components grouping

Upto 3 3toB 6to 12 1to2 2103 Qver 3
months months months years years years Total
RMB'000  RMB000 RMB00C RMB'000 RMB000 RMB000 RMB000

Expected loss rate 4.96% 9.92% 19.84% 35.69% 78.55%  100.00%
Gross carrying amount 618,724 74,460 29,139 4507 718 434 727,982
Loss allowance 30,688 7,386 5,781 1,608 564 434 46,461

As at December 31, 2023, the loss allowance of individually impaired trade receivables and grouped
trade receivables are determined as follows:

Assess individually:

Trade receivables ECL rate Loss allowance Reason
RMB'000 RMB’G00
Trade receivables 5,691 100% 5,691 Financial difficuity
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3.2

(b)

FINANCIAL RISK MANAGEMENT (CONTINUED)

Credit Risk {Continued)

impairment of Financial Assets {Continued)
(i Trade Receivables (Continued)

Assessed based on grouping:

Domestic refrigeration and air-conditioning preduct components grouping

Upto3 306 61o 12 1i02 2t03 Over3
months months months years years years Total
RMB’000 RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000
Expected |oss rate 2.62% 5.29% 10.57% 31.33% 57.93% 100.00%
Gross carrying amount 1,007,088 580,785 440,335 2131 31 129 2,030,499
Loss allowance 26,343 30,703 46 556 668 18 129 104,417
Overseas refrigeration and air-conditioning product components grouping
Upto 3 3to6 6to 12 ito2 2t03 Over 3
months months months years years years Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB0O0Q RMB000 RMB'000
Expected loss rate 4.01% 8.02% 16.04% 30.80% 78.47%  100.00%
Gross carrying amount 1,180,447 38,831 8,660 24,864 309 20 1,253,131
Loss allowance 47,323 3,113 1,389 7,659 242 20 59,746
Domestic automotive components grouping
Upto3 3to6 6o 12 ito2 2103 Over 3
months monihs months years years years Total
RMB'000 RMB'000 RMB'000 RMB'000 RMBO00 RMB000 RMB000
Expected loss rale 3.13% 6.26% 12.52% 31.33% 53.67%  100.00%
Gross carrying amount 1,449,715 323,432 322,572 827 30 117 2,096,693
Loss atlowance 45,370 20,243 40,380 259 16 117 106,385
Overseas automotive components grouping
Upto3 306 B1to12 ito2 2t03 Over 3
months months months years years years Totat
RMB'000  RMB'000  RMB000 RMB00? RMB000 RMBO00Q RMB000
Expected loss rate 3.93% 7.86% 15.72% 30.78% 53.39%  100.00%
Gross carrying amount 605,671 60,750 21,315 12,140 18 - 699,894
Loss allowance 23,804 4,775 3,351 3,737 10 - 35,677

As at December 31, 2024, the loss allowance of individually impaired trade receivables and grouped

trade receivables are determined as follows:

Assess individually:

Trade receivables ECL rate Loss allowance Reason
RMB'000 RMB000
Trade receivables 13,188 39.66% 5,231 Financial
difficulty or delay
of payment
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3.2
(b)

FINANCIAL RISK MANAGEMENT (CONTINUED)
Credit Risk (Continued)

Impairment of Financial Assets (Continued)
(i) Trade Receivables {Continued)

Assessed based on grouping:

Domestic refrigeration air conditioning product components grouping

Upto3d 306 6o 12 ito2 203
months maonths months years years
RMB00C RMB'000  RMBOO0 RMB000 RMB'000

Qver 3
years Total
RMB'000  RMB'000

Expected loss rate 2.38% 5.77% 11.54% 31.24% 63.52% 100.00%
Gross carrying amount 1,619,360 407,150 417,850 2,558 1,069 146 2,448,133
Loss allowance 38,501 23,486 48,207 799 679 146 111,818
Overseas refrigeration air conditicning product components grouping

Upto 3 3to6 6to 12 1t02 2103 Over 3

months months months years years years Total

RMB'000 RMB’000  RMB'000 RMB'000 RMB000

RMB'000  RMB0Q0O

Expected loss rate 3.83% 7.65% 15.30% 30.78% 86.24%  100.00%
Gross carrying amount 1,480,915 105,472 16,280 16,023 792 126 1,619,608
Loss allowance 56,656 8,070 2,491 4,932 683 126 72,958
Domestic automotive components grouping

Upto 3 306 6to12 1t02 2t03 Over 3

months months months years years years Total

RMB’000 RMB'O00  RMB'000 RMB000 RMB000

RMB'000 RMB000

Expected loss rate 3.50% 7.01% 14.01% 31,47% 53.55%  100.00%
Gross carrying amount 1,978,094 222,948 232,781 143 409 98 2,434,473
Loss allowance 69,294 15,620 32,618 45 219 98 117,894
Qverseas automotive components grouping

Upto3d JioB 6to 12 1to2 2t03 Over 3

months months months years years years Total

RMB000 RMB000  RMB'000 RMB'000 RMB000

Expecled loss rate 6.10% 12.21% 24.42% 30.77% 77.36%
Gross carrying amount 721,249 46,648 28,247 5,684 477
Loss allowance 44,029 5,695 6,897 1,749 369

RMB'000  RMB'OGO

100.00%
13 802,318
13 58,752

The loss allowances for trade receivables for the years ended December 31, 2022, 2023 and

2024 reconcile to the opening loss allowances are as follows:

Year ended December 31,

2022 2023 2024
RMB’000 RMB’000 RMB600
Opening loss allowance 187,394 280,729 311,916
Loss allowance recognized, net 93,612 40,940 54,918
Receivables written off {277) (9,753) (181}
Closing loss allowance 280,729 311,916 366,653
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3.2

(b)

FINANCIAL RISK MANAGEMENT (CONTINUED)
Credit Risk {Continued)

Impairment of Financial Assets (Continued)

(ii) Notes Receivables

The Group measured provisions for impairment of notes receivables based on the lifetime ECL
and assessed that there was no significant credit risk associated with its bank acceptance notes
as the Group did not expect that there would be any significant losses from non-performance
by these reputable banks. For the commercial acceptance notes and finance company
acceptance notes, which are usually settled within 6 months to 1 year from the respective
issuance date, the Group provided the expected credit loss as at December 31, 2022, 2023 and
2024 amounting to RMB633,000, RMB7,619,000 and RMB8,620,000, respectively.

Movements on the provision of ECL for notes receivables at amortized cost are as follows:

Year ended December 31,

2022 2023 2024
RMB’000 RMB'000 RMB'000
Opening loss allowance 689 633 7,619
Loss allowance
{reversed)/recognized, net (56) 6,986 1,001
Closing loss allowance 633 7,619 8,620
(i) Other Receivables and other non-current assets

Other receivables and other non-current assets subject to credit risks at the end of each of the
periods are mainly comprised of rental and other deposits, tax refund receivables and others.
The Group considers the probability of default upon initial recognition of the assets and whether
there has been a significant increase in credit risk on an ongoing basis throughout each of the
periocds. To assess whether there is a significant increase in credit risk, the Group compares
the risk of a default occurring on the assets as of the reporting date with the risk of default as of
the date of initial recognition. Especially the following indicators are incorporated:

® actual or expected significant adverse changes in business, financial or economic
conditions that are expected to cause a significant change to the debtor's ability to meet its
obligations;

& external credit rating of the counterparty,

e actual or expected significant changes in the operating results of the debtor; and

e significant changes in the expected performance and behavior of the debtor, including
changes in the payment status of debtor.

Regardless of the analysis above, a significant increase in credit risk is presumed if a debtor is
more than 365 days past due in making a contractual payment.

If the credit risk of the asset is in line with original expectations, the Group categorizes the asset
as performing and recognizes 12 months expected credit losses (Stage 1). If a significant credit
risk of the asset has occurred compared to original expectations or the credit is impaired, the
asset is categorized as underperforming or non-performing and lifetime expected credit losses
are recognized (Stages 2 and 3):
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3.2

FINANCIAL RISK MANAGENMENT (CONTINUED)

Credit Risk {Continued)

(iif) Other Receivables (Continued)

Assessed based on grouping:

Stage 1 Stage 2 Stage 3 Total
RMB’000 RMB'000 RMB'000 RMB’000
December 31, 2022
Expected loss rate 0.24% 10.00% 37.65%
Gross cairying amount 715,697 9,279 6,872 731,848
Loss allowance 1,691 928 2,587 5,206
December 31, 2023
Expected loss rate 1.06% 10.00% 42.46%
Gross carrying amount 216,294 7,806 11,774 235,874
Loss allowance 2,301 781 4,999 8,081
December 31, 2024
Expected loss rate 1.14% 10.00% 42.8%%
Gross carrying amount 248,247 10,421 10,845 270,513
Loss allowance 2,848 1,042 4,651 8,541

The loss allowances for other receivables and other non-current assets subject to credit risks
for the years ended December 31, 2022, 2023 and 2024 reconcile to the opening loss

allowances are as follows:

Year ended December 31,

2023 2024
RMB’000 RMB 000 RMB’000
Opening loss allowance 3,309 5,206 8,081
Loss allowance recognized, net 4,206 3,652 460
Receivables written off {2,309) {677) -
Closing loss allowance 5,208 8,081 8,541

-93 -



3.3

FINANCIAL RISK MANAGEMENT {CONTINUED)
Liquidity Risk

The Group intends to maintain sufficient cash and cash equivalents. Due to the dynamic nature
of the underlying business, the policy of the Group is to regularly monitor the Group's liquidity
risk and to maintain adequate liquid assets such as cash and cash equivalents and term deposits
or to retain adequate financing arrangements to meet the Group's liquidity requirements,

The tables below analyze the Group's financiat liabilities that will be settled into relevant maturity
groupings based on the remaining period at each balance sheet date to their contractual maturity
date. The amounts disclosed in the table are the contractual undiscounted cash flows. Balances
due within 12 months equal their carrying balances as the impact of discounting is not significant.

Less Between Between
than 1 1 and 2 2and 5 Overb
year years years years Total
RMB'000 RMB'000 RMB’600 RMB'000 RME'G00

As at December

31, 2022
Trade and notes

payables 6,464,878 - - - 6,464 878
Accruals and other

payables

(excluding non-

financial liabilities) 354,255 - - - 354,255
Lease liabilities 69,566 54,385 95,795 55,281 275,027
Other current

liabilities

{excluding ncn-

financial liabilities) 48,671 - - - 48,671
Borrowings 1,839,750 1,449,895 3,826,171 - 7,115,816
Other non-current

liabilities

(excluding non-

financial liabilities) - 2,898 1,933 - 4,831

8,777,120 1,507,178 3,923,899 55,281 14,263,478
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Liguidity Risk {Continued)

As at December 31,
2023

Trade and notes
payables

Accruals and other
payables (excluding
non-financial
liabilities)

Lease liabilities

Other current
liabilities {excluding
non-financial
liabilities)

Borrowings

Other non-current
liahilities {excluding
non-financial
liabilities)

As at December 31,
2024

Trade and notes
payables

Accruals and other
payables (excluding
non-financial
liabilities)

Lease liabilities

Borrowings

Between Between
Less than 1and 2 2and5 Over 5
1 year years years years Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
7,866,652 - - - 7,866,652
250,643 - - - 250,643
81,555 47,143 112,002 57,439 288,139
14,219 - - - 14,219
2,603,097 445 309 646,132 - 3,694 538
- 11,291 - - 11,291
10,816,166 503,743 758,134 57,439 12,135,482
Between Between
Less than 1 and 2 2and5 Over5s
1 year years years years Total
RMB'000 RMB'000 RMB’000 RMB'000 RMB’000
9,777,262 - - - 9,777,262
545,413 - - - 545,413
99,889 76,505 159,312 18,637 354,743
2,081,072 1,456,197 689,987 - 4,227,256
12,503,636 1,533,102 849,299 18,637 14,904,674
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3.4

3.5

3.6

{a)

FINANCIAL RISK MANAGENENT (CONTINUED)
Price Risk

The Group is exposed to commodity price risk related to price volatility of raw materials. The
Group uses derivative financial instruments, including commodity futures contracts, to manage
a portion of such risk. Based on the dynamic study and judgments of the market, combined with
the resource demand and production and operation plan, the Group evaluates and monitors the
market risk exposure caused by transaction positions, and continuously manages and hedges
the risk of commodity price fluctuation caused by market changes. As at December 31, 2022,
2023 and 2024, the Group had certain commodity contracts. However, the financial impact is
not material.

Capital Management

The primary objectives of the Group’s capital management are to safeguard the Group’s ability
to continue as a going concern and to maintain heaithy capital ratios in order to support its
business and maximize shareholders' value.

The Group manages its capital structure in light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust the capital structure, the Group
may adjust the dividend payment to shareholders, return capital to shareholders or issue new
shares. The Group is not subject to any externally imposed capital requirements. No changes
were made in the objectives, policies or processes for managing capital during the years ended
December 31, 2022, 2023 and 2024,

The Group monitors capital on the basis of the debt to asset ratio as at December 31, 2022,
2023 and 2024 are as follows:

As at December 31,

2022 2023 2024
RMB'000 RMB 000 RMB000
Total assets 27,961,214 31,890,585 36,354,749
Total liabilities 14,841,914 13,826,877 16,835,105
Debt to asset ratio 53.1% 43.4% 46.3%

Fair Value Estimation
Determinationh of Fair Value and the Fair Value Hierarchy of Financial Insfruments

This note provides information on how the Group determines the fair values of various financial
assets and liabilities.

For financial reporting purposes, fair value measurements are categorized into Level 1, 2 or 3
based on the degree to which the inputs to the fair value measurements are observable and the

significance of the inputs to the fair value measurement in its entirety, which are described as
foliows:

. Leve! 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
fiabilities that the entity can access at the measurement date;

. Level 2 inputs are inputs, other than quoted prices included within Level 1, that are
observable for the asset or liability, either directly or indirectly; and

. Level 3 inputs are unobservable inputs for the asset or liability.
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3.6

fa)

FINANCIAL RISK MANAGEMENT (CONTINUED)

Fair Value Estimation (Continued)

Determination of Fair Value and the Fair Value Hierarchy of Financial Instruments

{Continued)

The Group

As at 31 December 2022

Financial assets at fair value
through profit or loss
- Derivative financial assets
- Wealth management products
issued by the banks

Financia! liabilities at fair value
through profit or loss

- Derivative financial liabilities

- Contingent considerations

As at December 31, 2023

Financial assets at fair value
through profit or loss
- Derivative financial assets

Financial liabilities at fair value
through profit or loss

- Derivative financial liabilities

- Contingent considerations

As at December 31, 2024

Financial assets at fair value
through profit or loss
- Derivative financial assets

Financial liabilities at fair value
through profit or loss
- Derivative financial liabilities

Level 1 Level 2 Level 3 Total
RMB'000 RMB'000 RMB’000 RMB’'000
6,254 2,685 - 8,939
- 100,026 - 100,026
6,254 102,711 - 108,965
461 44,710 - 45,171
- - 3,500 3,500
461 44,710 3,500 48,671
Level 1 Level 2 Level 3 Total
RMB’000 RMB000 RMB000 RMB’GQ0
1,757 20,879 - 22636
- 10,719 - 10,719
- - 3,500 3,500
- 10,719 3,500 14,219
Level 1 Level 2 Levet 3 Total
RMB'000 RMB'000 RMB'000 RMB'000
8,237 - - 6,237
2,819 76,859 - 79,678

The timing of transfers is determined at the date of the event or change in circumstances that
caused the transfers. During the Track Record Period, there was no transfer between Level 1

and Level 2.
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3.6

(a)

(b}

FINANCIAL RISK MANAGEMENT (CONTINUED)

Fair Value Estimation (Continued)

Determination of Fair Value and the Fair Value Hierarchy of Financial Instruments

(Continued)

The Company

As at December 31, 2022

Financial assets at fair value
through profit or loss
- Derivative financial assets

- Wealth management products

issued by the banks

Financial liabilities at fair value
through profit or loss
- Derivative financial {iabilities

As at December 31, 2023

Financial assets at fair vaiue
through profit or loss
- Derivative financial assets

As at December 31, 2024

Financial assets at fair value
through profit or loss
- Derivative financial assets

Financial liabilities at fair value
through profit or loss
- Derivative financial liabilities

Level 1 Levei 2 Level 3 Total
RMB000 RMB 000 RMB000 RMB'000
3,754 - 3,754
- 100,026 100,026
3,754 100,026 103,780
12 - 12
Level 1 Level 2 Level 3 Total
RMB 000 RMB’000 RMB000 RMB'Q00
1,463 - 1,463
Level 1 Level 2 Level 3 Total
RMB'000 RMB'000 RMB'000 RMB’000
6,237 - 6,237
446 - 4486

Valuation Inputs and Relationships to Fair Value

The contingent considerations were generated from the business combination of Zhejiang
Sanhua Board Replacement Technology Co., Ltd (#iVL={EiR BB H R A &) (“Sanhua
Board Replacement’} in 2021. Pursuant to the purchase agreement, if Sanhua Board
Replacement achieved a net profit of RMB6,400,000 in 2022, the Group wouid need to pay
an additional consideration of RMB3,500,000. if Sanhua Board Replacement achieved a net
profit of RMB8,000,000 in 2023, the Group wouid need to pay another RMB3,500,000
consideration. Therefore, the fair value estimation of the contingent considerations was

estimated based on the likelihood of the acquiree achieving the profits target.
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3.6

(c)

(a)

(b)

FINANCIAL RISK MANAGEMENT (CONTINUED)
Fair Value Estimation {Continued)
The Group’s Valuation Process

For the financial assets and financial liabilities, including level 3 fair values, the Group’s finance
department performs the valuations for financial reporting purpose. The finance department
reports the valuation results to the management.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The Group continually evaluates the critical accounting estimates and key judgments applied
based on historical experience and other factors, including expectations of future events that
are believed to be reasonable.

The critical accounting estimates and key assumptions that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities are outiined below:

Allowance for Expected Credit Loss of Receivables

The loss allowances for receivabies are based on assumptions about the risk of default and
expected loss rates to determine the expected loss. The Group uses judgment in making these
assumptions and selecting the inputs to the impairment calculation. The historical loss rates are
adjusted to reflect the forward-looking information on macroeconomic factors as well as the
credit rating analysis of respective customers and other external data which have impacts to the
ability of the customers to settle the receivables.

The Group takes into account different macroeconomic scenarios in considering forward looking
information in mainiand China and overseas. The Group regularly monitors and reviews the key
macroeconomic assumptions and parameters related to the calculation of expected credit
losses. The Group has identified the Gross Domestic Product ("GDP") of the countries in which
it sells its goods to be the most refevant factors, and accordingly adjusts the historical foss rates
based on expected changes in these factors.

Estimated Net Realizable Value of Inventories

In accordance with the Group’s accounting policy, the Group estimates net realizable value of
inventories based on specific facts and circumstances. For different types of inventories, it
requires the estimation on sefling prices, costs of conversion, selling expenses and the related
tax expense to calculate the net realizable amount of inventories. For inventories held for
executed sales contracts, management estimates the net realizable amount based on the
contracted price. For raw materials and work-in-progress, management has established a model
in estimating the net realizable amount at which the inventories can be realizable in the normal
course of business after considering the manufacturing cycles, production capacity and
forecasts, estimated future conversion costs and selling prices. Management also takes into
account the price or cost fluctuations and other related matters occurring after the end of the
year which reflect conditions that existed at the end of each year.

It is reasonably possible that if there is a significant change in circumstances inciuding the
Group’s business and the external environment, outcomes would be significantly affected.
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(c)

(d)

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (CONTINUED)

Property, Plant and Equipment and Intangible Assets — Estimated Useful Lives and
Residual Values

The Group determines the estimated useful lives and residual values (if applicable) and
consequently the related depreciation/amortization charges for its property, plant and
equipment and intangible assets (excluding freehold land and goodwill). These estimates are
based on the historical experience, anticipated change of technology, market condition and
the actual consumptions of related assets. The depreciation/amortization charge will increase
when useful lives are less than previously estimated. In addition, technically obsolete or non-
strategic assets that have been abandoned or sold will be written off or written down.

Actual economic fives may differ from estimated useful lives and actual residual values may
differ from estimated residual values. Periodic review could result in change in useful lives and
residual values and therefore change in depreciation/amortization expense in future periods.

Income Tax

The Group estimates its income tax provision and deferred taxation in accordance with the
prevailing tax rules and regulations, taking into account any special approvals obtained from the
relevant tax authorities and any preferential tax treatment to which it is entitied in each location
or jurisdiction in which the Group operates. There are many transactions and calculations for
which the ultimate tax determination is uncertain during the ordinary course of business. The
Group recognizes liabilities for anticipated tax audit issues based on estimates of whether
additional taxes will be due. Where the final tax outcome of these matters is different from the
amounts that were initially recorded, the differences will impact on the income tax and deferred
tax provisions in the period in which the determination is made.

Deferred tax assets are recognized for unused tax losses and deductible temporary differences,
such as the provision for impairment of receivables, inventories and property, plant and
equipment and accruals of expenses not yet deductible for tax purposes, to the extent that it is
probable that taxable profits will be available against which the unused tax losses and the
deductible temporary differences can be utilized. Significant estimation is required in
determining the recoverability of deferred tax assets.

in the event that future tax rules and regulations or related circumstances change, adjustments
to current and deferred taxation may be necessary which would impact on the Group's results
or financial position.
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(a)

(b)

OPERATING SEGMENT INFORMATION
Description of Segments and Principal Activities

Operating segments are reported in a manner consistent with the internal reporting provided to
the chief operating decision maker (“CODM"}. The executive directors assess the financial
performance and position of the Group and makes strategic decisions. The executive directors,
which has been identified as being the CODM, consists of the chief executive officer, the chief
financial officer and the managers for each business unit. The CODM review the Group's
internal reporting in order to assess performance, allocate resources, and determine the
operating segments based on these reports.

As at December 31, 2022, 2023 and 2024, the CODM have identified the following reportable
segments from a product perspective:

® Refrigeration and air-conditioning product component business
® Automotive component business
Segment Information

For the years ended December 31, 2022, 2023 and 2024, the CODM assess the performance
of the operating segments mainly based on segment revenue and gross profit of each operating
segment. The selling and marketing expenses, general and administrative expenses and
research and development expenses are common costs incurred for these operating segments
as a whole and therefore, they are not included in the measure of the segments' performance
which is used by the CODM as a basis for the purpose of resource allocation and assessment
of segment performance. Net impairment iosses on financial assets, other income, other
gains/(losses), net, finance incomef(costs), net and income tax expenses are also not allocated
to individual operating segment.

Segment information for the year ended December 31, 2022 is as follows:

Refrigeration

and air-
conditioning Inter
product Automotive segment
componenis components  elimination Total
RMB'000 RMB000 RMB'000 RMB'O00

Revenue from coniracts with external

customers 13,833,786 7,503,575 - 21,337,361
Inter-segment revenue - - - -
Other revenue (f) - 10,189 - 10,189
Operating costs (10,283,327) (5,602,611) - (15,885,938)
Segment profit 3,550,459 1,911,153 - 5,461,612
Other profit or loss (2,410,354)
Total profit before income tax 3,061,258
Total assets 19,362,179 8,599,035 - 27,961,214
Total liabilities 11,042,345 3,799,569 - 14,841,914
Investments in associates 32,438 - - 32,438
Share of profit of associates, net 7,732 - - 7,732
Increase in non-current assels (ii) 1,605,337 1,075,774 - 2,681,111
Net impairment losses on financial assets 56,960 40,802 - 97,762
Depreciation and amorlisation 437,390 204,032 - 641,422
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(b)

OPERATING SEGMENT INFORMATION (CONTINUED)

Segment Information {(Continued)

Segment information for the year ended December 31, 2023 is as follows:

Revenue from contracts with external
customers

Inter-segment revenue
Other revenue (i}
Qperating costs
Segment profit

Other profit or loss

Total profit before income tax

Total assets
Total liabilities

Investments in associates
Share of profit of associates, net

increase in non-current assets {ii)

Net impairment losses on financial assets
Depreciation and amortization

Refrigeration

and air-
conditioning
product Automaotive
components components  elimination Total
RMB'000 RMB'000 RMB'000
14,644,135 9,902,612 - 24,548,747
- 11,055 - 11,055
{10,683 415)  (7,138,889) - {17,822,314)
3,960,720 2,774,768 - 6,735,488
(3,182,224)
3,553,264
20,094 614 11,795,971 - 31,890,585
8,191,365 5,635,512 - 13,826,877
37,924 - - 37,924
7,986 - - 7,986
1,643,188 1,726,679 - 3,369,867
15,955 35,523 - 51,478
519,095 290,856 - 809,951
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(b)

()
(ii)

OPERATING SEGMENT INFORMATION (CONTINUED)

Segment Information (Continued)

Segment information for the year ended December 31, 2024 is as follows:

Refrigeration
and air-
conditioning Inter
product Automotive segment
components components  elimination Total
RMB'000 RMB'000 RMB000 RMB'000
Revenue from contracis with external
customers 16,560,605 11,359,289 - 27,919,894
Inter-segment revenue - - - -
Other revenue (i) - 27,271 - 27,271
Operating costs {12,078,850) (8,247,496} - {20,326,346)
Segment profit 4,481,755 3,139,064 - 7,620,819
Other profit or loss (3,929,132)
Total profit befere income tax 3,691,687
Total assets 21,845,244 14,509,505 - 36,354,749
Total liabilities 10,033,499 6,801,608 - 16,835,105
Investments in associates 40,600 - - 40,600
Share of profit of associates, net 8,925 - - 8,925
Increase in non-current assets (i) 1,329,950 2,991,794 - 4,321,744
Net impairment losses on financial assets 37,554 18,825 - 56,379
Depreciation and amortization 625,387 388,157 - 1,013,524

Other revenue mainly represents lease income.

Increase in non-current assets excluding long-term investments, goodwill, financial assets,

deferred tax assets and other non-current assets.

The timing of revenue recognition is shown in the table below:

Year ended December 31,

2022 2023 2024
RMB’ 060 RMB’000 RMB000
Revenue from external
customers recognized at a
point in time
- Refrigeration and air-
conditioning product
components 13,833,786 14,644,135 16,560,605
- Automotive components 7,503,575 9,902,612 11,359,289
21,337,361 24,546,747 27,919,894
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(c)

(d)

OPERATING SEGMENT INFORMATION (CONTINUED)

Segment Information {Continued)

The Company is domiciled in Mainland China. The amount of the Group's revenue from
contracts with external customers by locations is shown in the table below:

Year ended December 31,

2022 2023 2024
RMB’000 RMB000 RMB’000
Mainland China 11,415,857 13,403,443 15,446,506
Other countries or regions 9,931,693 11,154,359 12,500,659
21,347,550 24,557,802 27,947,165

Revenue from Major Customers

The major customer who contributed 10% or more of the Group's revenue for the years ended
December 31, 2022, 2023 and 2024 is set out below:

Year ended December 31,

2022 2023 2024
RMB'000 RMB'000 RMB'000
Customer A 2,799,824 3,682,715 3,627,626

All the revenue derived from other single external customers were less than 10% of the
Group's total revenue for the years ended December 31, 2022, 2023 and 2024.

Contract Liabilities

During the Track Record Period, the additions to the contract liabilities were primarily due to
cash collections in advance of fulfilling performance obligations, while the reductions to the
contract liabilities were primarily due to the recognition of revenues upon fulfilment of
performance obligations.

As at December 31,
2022 2023 2024
RMB'000 RMB’000 RMB 000

Contract liabilities 57,95b 51,789 49,462
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(e)
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OPERATING SEGMENT INFORMATION {CONTINUED)
Contract Liabilities (Continued)

The following table shows how much of the revenue, which was included in the contract
liabilities at the beginning of the period, recognized during the Track Record Period relates
to carried-forward contract liabilities:

Year ended December 31,

2022 2023 2024
RMB'000 RMB’000 RMB’000
Revenue recognized
that was included
in the beginning balance 79,816 57,955 51,789

Management expects that the unsatisfied obligation of RMB57,955,000, RMB51,789,000
and RMB49,462,000 as at December 31, 2022, 2023 and 2024, respectively, will be
recognhized as revenue during the next twelve months.

Accounting Policies and Significant Judgments for Revenue Recagnition

The Group recognizes revenue when (or as} a performance obligation is satisfied, i. e., when
control of the goods or services underlying the particular performance obligation is
transferred to the customer.

If control of the goods and services transfers over time, revenue is recognized over the period
of the contract by reference to the progress towards complete satisfaction of that
performance obligation. Otherwise, revenue is recognized at a point in time when the
customer obtains control of the goods and services.

When the consideration in a contract includes a variable amount, the amount of consideration
is estimated to which the Group will be entitled in exchange for transferring the goods or
services to the customer. The variable consideration is estimated at contract inception and
constrained until it is highly probable that a significant revenue reversal in the amount of
cumulative revenue recognized will not occur when the associated uncertainty with the
variable consideration is subsequently resolved.

If a customer pays consideration or the Company has a right to an amount of consideration
that is unconditional, before the Company transfers a good or service to the customer, the
Company presents the contract fiability when the payment is made. A contract liability is the
Company's obligation to transfer goods or services to a customer for which the Company
has received consideration {or an amount of consideration is due) from the customer.

Sales of Goods

The Group are principally engaged in the R&D, production and sales of refrigeration and air-
conditioning product components and automotive components, which are widely used in the
refrigeration and air-conditioning product market and the automotive market, including both
of NEVs and traditional fuel vehicles.

Revenue from domestic sales of products shall be recognized based on the sales contracts,
settlement vouchers and other documents upon completion of product delivery and the
buyer's confirmation for the acceptance of the products. Upon confirming the acceptance,
the buyer has the right to sell the products at its discretion and takes the risks of any price
fluctuation and obsolescence and loss of the products.
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(ii)

OPERATING SEGMENT INFORMATION (CONTINUED}
Accounting Policies and Significant Judgments for Revenue Recognition (Continued)
Sales of Goods {Continued)

Revenue from oversea sales of products shall be recognized based on the sales contracts,
customs declaration form, bill of lading, and other documents upon completion of customs
declaration or shipping out of the port and arriving to the named port or place of destination.
Upon the completion of customs declaration or arrival to the named port or place of
destination, the buyer has the right to sell the products at its discretion and takes the risks of
any price fluctuation and obsolescence and loss of the products.

Revenue from metal scrap is recognized after weighing and picking up the materials and
obtaining the receipt certificate.

OTHER INCOME
Year ended December 31,
2022 2023 2024
RMB'000 RMB’000 RMB000

Government grants 123,748 149,108 205,283
Additional deduction for VAT (i) - 37,270 21,948
Interest income {ii) 134,992 102,907 63,095
Others 1,445 1,877 1,975

260,185 291,162 292,301

Pursuant to the Announcement [2023] No.43 “Notice on the Additional Value-Added Tax
("VAT") Deduction Policy for Advanced Manufacturing Enterprises { (¢ TGt liEb 4l
AR IR R ELERT A &Y ) issued in 2023 by the Ministry of Finance and the State
Taxation Administration, advanced manufacturing enterprises are eligible for a 5%

additional VAT deduction based on deductible input VAT from January 1, 2023 to December
31, 2027.

The amount mainly comprises interest income on the Group's term deposits classified as
financial assets at amortized cost calcuiated using the effective interest method. interest
income from cash and cash equivalent is included in “Finance costs, net’ (Note 10).
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OTHER GAINS/{(LOSSES), NET

Year ended December 31,

2022 2023 2024
RMB'000 RMB’000 RMB000
Net losses on disposal of
financial instruments {90,583) {136,272) {38,483)
Fair value changes on
derivative financial
instruments {107,344) 48,124 {90,734)
Net foreign exchange
differences 230,937 149,886 62,261
Net gains/(losses) on disposal
of property, plant and
equipment and other long-
term assets (i) 445 368 {1,157) {14,595)
Others (7,068) 3,004 {2,244)
471,310 63,585 (83,795)

For the year ended December 31, 2022, net gains on disposal of property, plant and equipment
and other long-term assets mainly consists of gains derived from disposal of land to Xinchang
Land Arranging Storage Center (7 2 & 1 Hh B 3 fik % =.0) amounting to approximately
RMB459,761,000. Total cash consideration of approximately RMB546,217,000 were fully
received for the year ended December 31, 2023.

EXPENSE BY NATURE

Expenses included in cost of revenue, general and administrative expenses, selling and

marketing expenses and research and development expenses are analyzed as follows:

Raw materials and consumables used

Employee benefit expenses {Note 9)

Depreciation and amortisation

Utility costs

Office expenses

Professional services and other
consulting fees

Surplus taxes

Marketing, conference and traveling
expenses

Impairment fosses on inventories

Auditors’ remuneration

Listing expenses

Other expenses

Year ended December 31,

2022 2023 2024
RMB'000 RMB 000 RMB’000

12,145,341 13,474,796 15,347,151
3,773,949 4,376,396 5118,258
641,422 809,951 1,013,524
472,280 562,884 595,802
161,071 186,595 283,503
140,813 156,554 171,141
110,068 139,816 171,277
68,903 125,451 144,873
93,592 41,206 35,254
2,870 3,392 3,392
- - 1,311
1,144,913 1,265,408 1,465,831
18,755,222 21,142,448 24,351,367
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(a)

EMPLOYEE BENEF!T EXPENSES (INCLUDING DIRECTOR’S REMUNERATION)

Year ended December 31,

Salaries, wages and bonuses

Share-based compensation
expenses

Housing fund, medical insurance and
other social insurance

Pension costs (i)

Other employee benefits

2022 2023 2024
RMB’000 RMB000 RMEB'000

3,288,560 3,793,119 4,283,964
72,020 56,698 111,677
182,229 243,005 331,313
86,092 101,683 147,099
145,048 181,891 244,205
3,773,949 4,376,396 5,118,258

The Group is required to make contributions for its employees in the PRC to the state-
sponsored retirement plan at a certain rate based on the qualified salaries of the individual
employees. The PRC government is responsible for the pension liability of the retired

employees.

During the year ended December 31, 2022, 2023 and 2024, no forfeited contributions were
utilized by the Group to reduce its contributions for the current year.

The Group's certain oversea subsidiaries also participated in various defined benefit plans

{Note 29).

Directors’ and Supervisors’ Remuneration

Directors' and supervisors' remuneration for the year, disclosed pursuant to the applicable

Listing Rules and the Hong Kong Companies Ordinance, is as follows:

Housing
Salaries, fund Share-based Total
wages and Refirement and other compensalion  remuneration
Year ended December 31, 2022 Fees  bonuses benefits  benefits ExXpenses before fax
RMB'OO0  RMB'0O00 RMB'0O00 RMB'QCO RMB'000 RMB'C0OC
Non-executive directors:
Mr. Ren Jintu (i} - - - - - -
Mr. Zhang Shaobo i) - - - - - -
Executive directors:
Mr. Zhang Yabo - 2,625 16 41 - 2,682
Mr. Wang Dayoeng - 3,653 41 14 385 4,103
Mr. Ni Xiaoming - 2,348 31 19 370 2,768
Mr. Chen Yuzhong . 3,714 32 12 395 4,153
Independent non-executive
directors:
Mr. Yu Shuli {i) 33 - - - - 33
Mr. Bao Ensi 108 - - - - 108
Mr. Shi Jianhui 108 - - - - 108
Ms. Pan Yalan 108 - - - - 108
Supervisors:
Mr. Zhao Yajun (i} - - - - - -
Mr. Mo Yang (ii) - - - - - -
Mr. Chen Xiaoming - 425 31 9 - 485
Total 357 12,765 151 a5 1,160 14,528
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(a)

EMPLOYEE BENEFIT EXPENSES (INCLUDING DIRECTOR’S REMUNERATION)

(CONTINUED)

Directors’ and supervisors’ remuneration (continued)

Year ended December 31, 2023

Non-executive directors:
Mr. Ren Jintu (ii)
Mr. Zhang Shaoho (i)

Executive directors:
Mr. Zhang Yabo
wMr. Wang Dayong
Mr. Ni Xiaoming
Mr. Chen Yuzhong

independent non-executive directors:
Mr. Bao Ensi

Mr. Shi Jianhui

Ms. Pan Yalan

Supervisors:

Mr. Zhao Yajun (ii}
Mr. Mo Yang (H)
Mr. Chen Xiaoming

Total

Year ended December 31, 2024

Non-executive directors:
Mr. Ren Jintu (i)
Mr. Zhang Shaobo (ji)

Executive directors:
Mr. Zhang Yabo
Mr. Wang Dayong
Mr. Ni Xiaoming
Mr. Chen Yuzhong

independent non-executive directors:
Mr. Bao Ensi

Mr. Shi Jianhui

Ms. Pan Yalan

Supervisors:

Mr. Zhao Yajun (i}
Mr. Mo Yang (i)
Mr. Chen Xiaoming

Total

Housing

Salaries, fund Share-based Total
wages and Relirement and other compensation remuneration
Fees  bonuses benefits  benefits expenses before tax
RMB'000 RMB'O00 RMB'000 RMB'000 RMB'000 RMB'000
- 2,465 45 21 - 2,531
- 4,883 43 21 281 5,228
- 2,623 31 19 250 2,923
- 4027 36 12 281 4,356
108 - - - - 108
108 - - - - 108
108 - - - - 108
- 597 41 10 - 648
324 14,595 196 83 812 16,010

Housing
Salaries, fund Share-based Total
wages and Retirement and other compensation remuneration
Fees  bonuses benefits benefits expenses before tax
RMB'O00 RMB'000 RMB'0O00 RMB'C00 RMB'000 RMB'000
- 3,314 50 22 - 3,386
- 5,331 48 22 514 5,915
- 2,648 34 19 420 3,121
- 5,868 39 12 393 6,312
108 - - - - 108
108 - - - - 108
108 - - - - 108
- 547 42 11 - 600
324 17,708 213 86 1,327 19,658
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(a)

(b)

EMPLOYEE BENEFIT EXPENSES (INCLUDING DIRECTOR’S REMUNERATION)
(CONTINUED)

Directors’ and Supervisors’ Remuneration (Continued)

{i} Mr. Yu Shuli resigned as independent non-executed director of the Company in January
2022,

(i) These non-executive directors and supervisors did not receive any remuneration from
the Group in relation to his services rendered for the Group. The remunerations were
borne by the Holding Company and not allocated to the Group as management of the
Company considers there is no reasonable basis for such allocation during the Track
Record Period.

Directors’ and Supervisors' Other Benefits

No termination benefits were paid to the directors and supervisors of the Company by the
Group in respect of the director’s services as a director and a supervisor of the Group or other
services in connhection with the management of the affairs of the Group during the Track
Record Period.

No consideration provided to third parties for making available directors’ and supervisors’
services subsisted at the end of each reporting period or at any time during the Track Record
Period.

There were no loans, quasi-loans or other dealings entered into in favor of directors, controlied
bodies corporate by and connected entities with such directors during the Track Record
Period.

Save as disclosed in Note 37, there were no significant transactions, arrangements and
contracts in retation to the Group's business to which the Company was a party and in which
a director and a supervisor of the Company had a material interest, whether directly or
indirectly, subsisted during the Track Record Period.
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(c)

EMPLOYEE BENEFIT EXPENSES (INCLUDING DIRECTOR’S REMUNERATION)
{CONTINUED)

Five Highest Paid Individuals

The five individuals whose emoluments were the highest in the Group for the years ended
December 31, 2022, 2023 and 2024 include 3, 2 and 2 directors respectively whose
emoluments are reflected in the analysis shown in Note 9(a} above. The emoluments paid to
the remaining 2, 3 and 3 individuals during the years ended December 31, 2022, 2023 and
2024, respectively, are as follows:

Year ended December 31,

2022 2023 2024
RMB’000 RMB'000 RMB'000

Wages, salaries and bonuses

and benefits in kind

(including cantributions to

pension plans) 9,050 16,196 21,768
Share-based payments 733 820 1,134

9,783 17,016 22,902

The number of the above individuals other than directors whose remuneration fell within the
following bands is as follows:

Year ended December 31,
2022 2023 2024

HKD3,500,001 to HKD4,000,000 1 1
HKD4,500,001 to HKD5,600,000 - 1
HKD5,000,001 to HKD5,500,000 - -
HKD8,(300,001 to HKD6,500,000 -
HKD7,500,001 to HKD8&,000,000 1
HKD10,000,001 to HKD10,500,000 -
HKD13,000,001 to HKD13,500,000 -

7 = =

N
Wi —
w
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11.

(a)

FINANCE COSTS, NET

Year ended December 31,

2022 2023 2024
RMB'000 RMB 000 RMB’'000

Finance income:
Interest income from financial assets

held for cash management

purposes 53,136 56,238 67,221
Finance costs:
Interest expenses on lease liabilities (1,334) (6,127) {18,704)
Interest expenses on horrowings (231,878) {2086,954) (133,563)
Net exchange (losses)/gains on

foreign currency borrowings and

others (2,459) {17,502) 19,883
Finance costs total {235,671) (229,583) {132,384)
Finance costs, net (182,535) (173,345) {65,163)

INCOME TAX EXPENSES

The income tax expenses of the Group during the Track Record Period are analyzed as
follows:

Year ended December 31,

2022 2023 2024
RMB'60C RMB'600 RMBG00
Current income tax 403,142 525,255 579,676
Under provision from prior
year 1,536 12,131 8,763
Deferred income tax 38,528 82,163 (8,478)
443,206 619,549 579,961

The Group is subject to income tax on an entity basis on profits arising in or derived from the
jurisdictions in which members of the Group are domiciled and operate.

PRC Corporate Income Tax

During the Track Record Period, certain subsidiaries of the Group have obtained High and
New Technology Enterprises certification ("HNTE") and hence they are entitled to a
preferential corporate income tax rate of 15% for a valid period of 3 years. Other subsidiaries
established and operated in Mainland China are subject to the PRC corporate income tax at
the rate of 25% for the years ended December 31, 2022, 2023 and 2024.

According to the relevant laws and regulations promulgated by the State Taxation
Administration of the PRC, enterprises engaging in research and development activities are
entitled to claim 175% from 2018 onwards {subsequently raised to 200% from 2022 onwards)
of their research and development expenses incurred as tax deductible expenses when
determining their assessable profits for that year (the “Super Deduction for research and
development”).
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(b)

(c)

(d)

INCOME TAX EXPENSES (CONTINUED)

US Corporate Income Tax

The applicable income tax rate of United States where the Company's subsidiaries having
significant operations for the years ended December 31, 2022, 2023 and 2024 is 0%-10% and
21%, which is a blended state and federal rate respectively.

Corporate Income Tax in Other Jurisdictions

The income tax rates of the subsidiaries from other jurisdictions, including Germany, Singapore,
Mexico and Japan, had been calculated on the estimated assessable profit for the Track Record
Period at the respective rates prevailing in the relevant jurisdictions.

QECD Pillar Two Model Rules

The Group is within the scope of the Global Anti-Base Erosion (GloBE) mode! rules (hereinafter
referred to as "the Piilar Two modei rules’). The Group has temporarily exempted the recognition
and disclosure of deferred tax assets and liabilities arising from Pillar Two income taxes, and will
account for the Pillar Two income taxes as current tax when incurred. As at December 31, 2024,
Pillar Two legislation has been enacted or substantively enacted and has taken effect from
January 1, 2024, in nine jurisdictions where the Group operates.

The Group has evaluated its potential exposure based on the financial performance
information. According to the assessment result, the Group expects to benefit from the
transitional Country-by-Country Reporting (CbCR) safe harbour in the above nine jurisdictions
where Pillar Two legisiation has been enacted for 2024, with no top-up tax liabilities arising. Given
that more jurisdictions are expected to enact or implement Pillar Two legislation in 2025 and
beyond, the Group will continue to monitor relevant legislative developments in its operating
jurisdictions to evaluate the potential future impact on its financial statements.

The income tax on the Group's profit before income tax differs from the theoretical amount that
would arise using the enacted tax rate applicable to profits of the subsidiaries as follows:

Year ended December 31,

2022 2023 2024
RMB’000 RMB'000 RMB'000
Profit before income tax 3,051,258 3,553,264 3,691,687

Income tax calculated at the domestic

rates applicable to profits in the country

concerned 973,196 1,031,720 1,029,827
Tax effect of:
Preferential income tax rates applicable to

the subsidiaries {396,877) (330,321) (341,753)
Super deduction for research and

development expenditure (134,810) {160,0564) (152,335)
Super deduction for capital expenditures (i} (30,761) - -

Tax losses and other temporary
differences not recognized as deferred

tax assets (Note 21) 7,084 39,637 35,735
Non-deductible expenses for tax purposes 19,235 6,335 10,601
Differences between nominal interests and

actual interests for convertible bends 13,216 27,012 -
The impact of investment income

accounted for using the equity method (1,229) {1,311) (1,475)
Under-provision from prior year 1,536 12,131 8,763
Others {7,383) (5,600) (9,402}

443,206 619,549 579,961
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(i)

13.

(@)

INCOME TAX EXPENSES (CONTINUED)

Pursuant to the Announcement [2022] No.28 issued by the Ministry of Finance, the State
Administration of Taxation and the Ministry of Science and Technology, High and New
Technology Enterprises are eligible for a 100% additional CIT deduction for qualifying capital
expenditure incurred, from October 1, 2022 to December 31, 2022.

DIVIDENDS

Year ended December 31,

2022 2023 2024
RMB’000 RMB000 RMB’6G00

Final dividends in respect of the

previous year, declared and paid

during the year (i) 535,335 716,973 926,626
Interim dividends in respect of

current year, declared and paid

during the year (i) 358,624 186,023 373,119
Total 893,959 902,996 1,299,745

Final dividends attributable to owners of the Company in respect of 2021, 2022 and 2023 of
RMB1.50 yuan per 10 shares (tax inclusive), RMB2.00 yuan per 10 shares (tax inclusive)
and RMB2.50 yuan per 10 shares (tax inclusive), were approved by the shareholder in the
Annual General Meeting, respectively.

Interim dividends attributable to owners of the Company in respect of 2022, 2023 and 2024
are RMB1.00 yuan per 10 shares (tax inciusive), RMB0.50 yuan per 10 shares (tax inclusive)

and RMB1.00 yuan per 10 shares {tax inclusive), were approved by the shareholder in the
Annual General Meeting, respectively.

EARNINGS PER SHARE
Basic Earnings Per Share

The calculation of basic earnings per share is based on the following:

Year ended December 31,

2022 2023 2024

Profit attributable to ordinary

shareholders of the Company

{RMB’'000) 2,573,344 2,920,993 3,009,165
Less: Dividends payable to expected

vested restricted shares (RMB’00Q) (3,942} (4,128} (6,254)
Profit attributabie to ordinary ‘

shareholders of the Company used

in calculating basic EPS (RMB’000) 2,569,402 2,916,865 3,092,911
Weighted average number of ordinary

shares in issue (thousands) 3,661,334 3,615,326 3,698,716
Basic EPS (RMB per share) 0.72 .81 (.84
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14,

EARNINGS PER SHARE (CONTINUED)

Diluted Earnings Per Share
Year ended December 31,

2022 2023 2024
Adjusted profit attributable to owners
of the Company used in calculating
diluted EPS (RMB'000) 2,573,344 2,820,993 3,099,165

Weighted average number of ordinary

shares in issue (thousands) 3,561,334 3,615,326 3,698,716
Adjustments for potential shares

arising from share schemes

{thousands) 5,320 6,949 7,962
Weighted average number of ordinary

shares used in calculating diluted

EPS (thousands) 3,566,654 3622275 3,706,678

Diluted EPS (RNB per share) 0.72 0.81 0.84

INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD

The Group

The amounts of investments accounted for using the equity method recognized in the
Consolidated financial statements are as follows:

As at December 31,

2022 2023 2024
RMB000 RMB'000 RMB’000
Associates 32,438 37,924 40,600

The movements of investments in associates during the Track Record Pericd are as follows:

As at December 31,

2022 2023 2024
RMB'000 RMB'000 RMB’000
At the beginning of the year 22,681 32,438 37,924
Additions 5,500 - -
Share of results of associates 7,732 7,986 8,925
Dividends {2,225) (2,500) (6,249)
Disposals {1,250) - -
At the end of the year 32,438 37,924 40,600

The associates of the Group have been accounted based on the financial information
prepared under the accounting policies consistent with the Group.
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INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD (CONTINUED)

The Group has interests in a number of individually immaterial associates that are accounted
for using the equity method. The carrying amount and the Group's share of the results of
individually immaterial associates are shown in aggregate as below:

Reconciliation of the carrying amount of the interests recognized in the Consolidated financial
statements:

As at December 31,

2022 2023 2024
RMB’000 RMB'000 RMB’000
Aggregate carrying amount of
individually immaterial associates 32,438 37,924 40,600
Aggregate amounts of the Group’s
share of:
Profit for the year 7,732 7,986 8,925
Other comprehensive income - - -
Total comprehensive income 7,732 7,986 8,925
The Company
As at December 31,
2022 2023 2024
RMB'000 RMB'000 RMB’000
Associates 28,958 33,316 34,628

The movements of investments in associates during the Track Record Pericd are as follows:

As at December 31,

2022 2023 2024
RMB'000 RMB'000 RMB’'000
Af the beginning of the year 20,390 28,958 33,316
Additions 5,000 - -
Share of results of associates 7,043 6,858 7,561
Dividends (2,225) {2,500) (6,249)
Disposals {1,250) - -
At the end of the year 28,958 33,316 34,628

Reconciliation of the carrying amount of the interests recognized in the Consolidated financial
statements:

As at December 31,

2022 2023 2024
RMB’000 RMB'000 RMB'000

Aggregate carrying amount of

individually immaterial associates 28,958 33,316 34,628
Aggregate amounts of the Company’s

share of:

Profit for the year 7,043 5.858 7,561
Other comprehensive income - - -
Total comprehensive income 7,043 6,858 7,561
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SUBSIDIARIES

As at the date of this report and during the Track Record Period, the Company’s principal subsidiaries are as follows:

10

i

12

13

Place of
incorporation
and
type of legal
MName of subsidiary entity
Zhejiang Sanhua Trading Co., Ltd. (VT =789 51 49 FR 22 2]) PRC, limited
liability
company
Zhejiang Sanhua Climate & Appliance Control Group Co., Ltd, PRC, fimited
(BT Z A A H A IR 250D liability
company
Zhejiang Sanhua Automotive Components Co., Ltd. PRC, imited
(L= ERETEERA ) liability
company
PRC, limited
Sanhua (Hangzhou) Micro Channel Heat Exchanger Co., Ltd. liability
(L0 = ZE P 3T e R SR BR A A company
PRC, limited
Shzaoxing Sanhua New Energy Autometive Components Co., Ltd, liability
(EHZTEHERRERSERARD) company
PRC, limited
Zhejiang Sanhua Commercial Refrigeration Co., Lid. sability
L= E AN ERAR) company
PRC, limited
Shaoxing Sanhua New Energy Automotive Components Co., Ltd. liability
(BXEERERTEIFEFRALA) company
PRC, limited
Zhejiang Sanhua Automotive Components Trading Co., Lid. liability
(HT =N EEAFTRAT) company
Sanhua International Singapore Pte. Ltd. Singapore
(ZTEEREHFINELATRAS)
Sanhua International, Inc. USA
(ZEEFERAT
Sanhua Singapore Automctive Investment Pte. Lid. Singapore
(ZIEFIMBERERTFRAE)
R-Sgquared Puckett, Inc. UsA
(R BHEEHEERA)
Wuhu Sanhua Auto- Control Components Co., Lid. PRC, limited
(GEMI=TE BT AR A ) liability
company
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Share capital
registered/
paid-up capital
'000
RMB50,000

RMB250,000

RMB2,160,000

RMB360,000

RMB1,250,000

RMB%,655,280

RMB1,350,000

RMBS0,000

USD175,150

USD37,550

UsD70,100

UsD1

RMB300,000

Equity interest and voting right
held by the Company

as at
December 31, Principal activities
2022 2023 2024

100% 100% 100% Marketing of refrigeration and A/C
electrical components
100% 100% 100% Manufacturing and sales of refrigeration
equipment, autornatic control
compenents, mechanical equipment and
household appliances
100% 100% 100% Manufacturing and marketing of automotive
componeénts
100% 100% 100% Development and manufacturing of
microchannel heat exchanger products and
components
100% 100% 100%Manufacturing, wholesale, retail and technology
development of automotive components

100% 100% 100%
Manufacturing and marketing of refrigeration
and A/C electrical components

100% 100% 100%
Manufacturing, wholesale and refaii of
automotive components

100% 100% 100%
Wholesaie and retait of
automotive components
100% 100% 100%  Refrigeration and A/C electrical components
manufacturing, marketing and investment
management
100% 100% 100%  Refrigeration and A/C electrical components
manufacturing, marketing and investment
management
100% 100% 100% Manufacturing, sales and development of
automotive components
100% 100% 100% Development and manufacturing and sales of
microchannel heat exchanger preducts and
components
100% 100% 100% Manufacturing and sales of automatic control

components, refrigeration eguipment,
mechanical equipment, household appliances,
testing equipment, instruments and meters



14 Sanhua Automotive Poland Sp. z o.0.
(AR 2R ER BT R EAT)

15 Sanhua Industry (Thailand) Co., Ltd.
{Z7EARH Il A fR2y E])

186

Guangdeng Sanhua Green Energy Auto Parts Co,, Ltd,

(T REATERRES A EAE)

17 Sanhua Automcetive Mexico S. de R.L.de C.V.
(ZAEFEFRERATERAS)

16 Sanhua (Vietnam) Co., Lid.
(=78 (HRR) HRATE)

19 AWECO Palska Appliance Sp. z ¢.0.
(TR = B R & E R

Poland
Thailand
PRC, limited
liability
company
Mexico

Vietnam

Poland
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PLNE5,465
THE369,185

RME1,000,000

MXN1,005 562

usD38,500

MXNSC

100%

100%

100%

100%

100%

100%

100%
100%

100%

100%

100%

100%

100%
100%

100%

100%

100%

100%

Manufacturing and sales of

autometive components

Manufacturing and sales of

refrigeration components

Manufacturing, retait and wholesale of auto
parts and sales of new energy auto electrical
accessories

Manufacturing of automotive components

R&D, manufacturing and sales of air
caonditioner and refrigerator refrigeration
components

R&D, manufacturing and sales of components
for coffee machines and dishwashers



The statutory auditors of the above subsidiaries of the Group during the Track Record Period are set out below:

10

11

12

13

14

15

16

17

18

19

Name of subsidiary

Zhejiang Sanhua Trading Co., Ltd. (1T =48 AR A
) (@)

Zhejiang Sanhua Climate & Appliance Control Group Co.,
Ltd. (BT =Fe80 AR EG R4 ) (d)

Zbejiang Sanhua Automotive Components Co., Ltd.

(LR FHEERAE) ()

Sanhua (Hangzhou} Micro Channel Heat Exchanger Co.,

Ltd, (o =i i S 206 [R Aa])

Shaoxing Sanhua New Energy Automotive Components

Co., Ld. (FM=FHMEREEGHEIRAS)

Zhejiang Sanhua Commercial Refrigeration Co., Ltd.

AT =R A SERA ) ()

Shaoxing Sanhua New Energy Automotive Compgnents
Co., Ltd. (SN =ARRERTEREG R A )

Zhejiang Sanhua Automotive Components Trading Co.,

Lid, (WP =IEF I B A R ATED (d)

Sanhua International Singapore Pte. Ltd.

(ZAEERFNERARRAE)

Sanhua International, Inc.

EREFFRLF)

Sanhua Singapore Automotive Investment Pte. Ltd.

(AR MBI EREE R AT (a) (d)

R-Squared Puckett, Inc.

(R KMl EE R A ) (d)

Wuhu Sanhua Auto-Contrel Components Co., Ltd.

(R =T EELRETEAR)

Sanhua Automotive Poland Sp. z o.0.

(ERBEEAEZIHERTELT) (b)

Sanhua Industry (Thaifand) Co., Lid.

(ZFETETLFR2E) (o)

Guangdong Sanhua Green Energy Auto Parts Co., Ltd.

UREEFRFERESEERAT) ) @)

Sanhua Autemotive Mexico S. de R.L.de C.V.

(ZEAEFHEERETFERAE) @)

Sarhua (Vietnam) Co., Ltd.

(ZAR(HEF)H RAF)

AWECO Polska Appliance Sp. z 0.0.

(ERAEZRERRRIRITELT)

Name of statutory auditors

2022

Pan-China Certified Public
Accountants LLP
Pan-China Certified Public
Accountants LLP
Pan-China Cerified Public
Accountants LLP
Pan-China Certified Public
Accountants LLP
Pan-China Certified Public
Accountants LLP
Pan-China Certified Public
Accountants LLP
Pan-China Certified Public
Accountants LLP
Pan-China Certified Public
Accountants LLP

P.K. Loke & Partners LLP

RSMUS LLP

RSMUS LLP
Pan-China Certified Public
Accountants LLP

RSMUS LLP
IPA AUDITING AND
CONSULTING FIRM

Nexia Pro Audit Poland
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2023

Pan-China Certified Public
Accounfants LLP
Pan-China Certified Public
Accountants LLP
Pan-China Certified Public
Accountants LLP
Pan-China Certified Public
Accountants LLP
Pan-China Certified Public
Accountants LLP
Pan-China Certified Public
Accountants LLP
Pan~China Certified Public
Accountants LLP
Pan-China Certified Public
Accountants LLP

P.K. Loke & Partners LLP

RSM US LLP

RSMUS LLP
Pan-China Certified Public
Accountants LLP

Siriraporn Audit & Consulting Ce.,
Ltd.

Pan-China Certified Public
Accountants LLP

RSMUS LLP
IPA AUDITING AND
CONSULTING FIRM

Nexia Pro Audit Poland

2024

Pan-China Certified Public
Accountants LLP
Pan-China Certified Public
Accountants LLP
Pan-China Certified Public
Accountants LLP
Pan-China Certified Public
Accountants LLP

Pan-China Certified Pubiic
Accountants LLP

Pan-China Certified Public
Accountants LLP

Pan-China Certified Pubiic
Accountants LLP

Pan-China Certified Public
Accountanis LLP

P.K. Loke & Partners LLP
RSMUS LLP

RSM SG Assurance LLP
RSM US LLP

Pan-China Certified Public
Accountants LLP

Nexia Pro Audit Poland
SKP Audit Fim Co,, Ltd.
Pan-China Certified Public
Accountanis LLP
RSMUS LLP

IPA AUDITING AND CONSULTING
FIRM

Nexia Pro Audit Poland



(a)
(b)

()
(d)
(e)
V)

(9)

The entity was established in 2023 and has not appointed an auditor to issue statutory financial statements for the year ended December 31, 2023.

The entity was established in 2022 and has not appointed an auditor to issue statutory financial statements for the year ended December 31, 2022 and
2023.

These entities were established in 2023,
For the year ended December 31, 2024, the statutory financial statements of these entities have not been issued as at the date of this report.
The English names of the Mainland China companies are direct translation or transliteration of their Chinese registered names.

The above table lists the subsidiaries of the Company which, in the opinion of the directors of the Company, principally affected the results or assets and
liabilities of the Group. To give details of other subsidiaries would, in the opinion of the directors of the Company, result in particulars of excessive length.

in the opinion of the directors, no non-controlling interests in subsidiaries are material to the Group.
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15 SUBSIDIARIES (CONTINUED)

The Company

investments in subsidiaries

As at December 31,

Deemed investments relating to
share-based payments

Investments in subsidiaries

16. PROPERTY, PLANT AND EQUIPMENT

The Group

At January 1, 2022

Cost

Accumulated depreciation and
impairment

Carrying amounts

Opening carrying amounts

Additions

Transfers from construction in progress
Transfer out to other assets

Disposals

Depreciation charges

Currency translation differences

Closing carrying amounts

At December 31, 2022

Cost

Accumulated depreciation and
impairment

Carrying amounts

2022 2023 2024
RMB'000 RMB’000 RMB’000

141,812 163,689 232,983

7,371,888 8,683,128 8,888,426

7,513,700 8,846,817 9,121,409

Machinery
Freenold and Motor Offica Construction  Leasehold
Buildings land equipment vehicles equipment in progress ___ improvement Total
RMB'000 RMB0G0 RMB’000 RMB000 RMB'000 RMB000 RMB'0G0 RMB000

2,262,809 60,398 4,497,788 36,025 253,136 1,343,528 31,560 8,485,245
(661,384)  (3,774) (1,975,708) (28,168} (150,349) - {4,057} (2,823,440)
1,601,425 56,624 2,522,080 7,857 102,787 1,343,529 27,503 5,661,805
1,601,425 58,624 2,522,080 7,857 102,787 1,343,529 27,503 5,661,805
- 14,369 548,309 9,528 33,516 1,837,241 24,626 2,467,589
1,268,022 - 901,448 14 801 {2,170,285) . -
- - - - - (15,860} - (156,860)
{50,682) - (83,541) (550} {6,685) - - (141,458}
(92,969) - (421,580) {3.977) {17,853) - (7,673) {544,052)
18,856 6,705 38,543 165 B37 37,881 1,215 104,192
2,744,662 77,698 3,505,259 13,027 113,403 1,032,506 45,671 7,632,216
3,362,538 81,821 5,836,638 42,330 255,617 1,032,506 47,567 10,659,017
(617,886)  (4,123) (2,331,379) (29,303} (142,214} - (1,896) (3,126,801)
2,744,652 77,698 3,506,259 13,027 113,403 1,032,506 456,671 7,532,216
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186. PROPERTY, PLANT AND EQl >MENT (CON" IUED)

Machinery
Freehold and Moter Office Construction Leasehold
Buildings land equipment vehicles equipment in progress improvemeni Total

RMB'000  RMB'00C RMB000 RMB'0GG  RMB'00C RMB'GC0 RMB'660 RMB'GOG

At January 1, 2023

Cost 3,362,538 81,821 5,836,638 42,330 255617 1,032,506 47,567 10,659,017
Accumulaled depreciation

and impairment (617,886) (4,123) (2,331,379) _ (29,303) (142,214) - (1,896} (3,126,801)
Carrying amounts 2,744,652 77,698 3,605,269 13,027 113,403 1,032,506 45,6° 7,532, i
Opening carrying amounts 2,744,652 77,698 3,505,259 13,027 113,403 1,032,506 45671 7,532,216
Additions - 3,275 444 814 9,446 45554 2,572,024 56,088 3,131,201
Transfers from construction in

progress 644,317 - 869,035 - 6,570 (1,519,922} - -
Transfer out to other assets - - - - - (53,780) - (563,780)
Disposals (98) (5,626) (51,069) (382) (2,528) - - (59,703}
Depreciation charges (144,746) - (514,559) (3,738) (23,934) - (11,682) (698,659}
Impairment charges (i) - - (13,333) - (31) - - (13,364)
Currency translation

differences 46,779 10,442 38,980 70 4214 5,499 1,012 106,996
Closing carrying amounts 3,290,904 86,789 4,279,127 18,423 143,248 2,036,327 91,089 9,944,907
At December 31, 2023
Cost 4,049,448 85,789 7,015,746 48,013 288,533 2,026,327 102,771 13,626,627
Accumulated depreciation

and impairment (758,544) - (2,736,619)  (29,590) (145,285) - (11,682) (3,681,720)
Carrying amounts 3,290,904 85,789 4,279,127 18,423 143,248 2,036,327 91,089 9,944,907

Machinery
Freehold and Motor Office Censtruction teasencld
Buildings land equipment vehicles equipment in pregress improvement Total

RMB'000  RMB'000 RMB'G00 RMB'C0G  RMB'GGO RMB'000 RMB'000 RMB'G00

At January 1, 2024

Cost 4,049,448 85,789 7,015,746 48,013 288,533 2,036,327 102,771 13,626,627
Accumulated depreciation

and impairment {758,544) - {2,736,619) (29,590} (145,285) - {11,682) (3,681,720)
Carrying amounts 3,290,904 85,789 4,279,127 18,423 143,248 2,036,327 91,089 9,944,907
Opening carrying amounts 3,290,904 85,789 4,279,127 18,423 143,248 2,036,327 91,089 9,944,907
Additions 1,899 94,965 207,512 3,497 5,522 3,641,790 81,084 3,936,269
Transfers from construction in

progress 993,309 - 1,789,018 4,284 51,662 (2,838,273) - -
Transfer out to other assets - - - - - (567,859} - (bG7,859)
Disposals (5,567} - {67,926) (94) (8,130) - - {81,717}
Depreciation charges 4,574y - (627,188) (4,883) (44,003) - (18,018) {848,666}
Impairment charges (i} - - (20,849) - (33) - - (20,882)
Currency translation

differences {39,733)  (11,509) {19,134) (87) (1,749) - {15,282) (87,494

Closing carrying amounts 4,086,238 169,245 5,540,560 21,140 146,517 2,171,986 138,873 12,274,558

At December 31, 2024

Cost 4,987,327 169,245 8,699,025 53,045 298,477 2,171,985 168,573 16,547,677
Accumulated depreciation
and impairment e e - (3,158465)  (31,905) (151,960} (29,700) {4.273,119)

Carrying amounts .. 45 5,640,560 21,140 146,617 2,171,985 138,873 12,274,558

As at December 31, 2023 and 2024 e management of the Group identified impairment indicators of certain machinery and office
equipment and carried out a1 1pairment review on these assets. The recoverable amounts were determined by the higher of fair value
less cost to seli and its value-in-use. The valuation models used to estimate the fair values of cerlain assets were with reference to recent
prices of similar assets of simifar conditions when such prices could be reliably obtained, where applicable. As a result of the assessment,
the Gro  provided impairment losses for machinery and office equipment amounting to RMB 13,333,000 and RMB31,000 respectively
for the yoar ended December 31, 2023 and RMB20,849,000 and RMB33,000 respectively for the year ended December 31, 2024.
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16.

(a)

PROPERTY, PLANT AND EQUIPMENT (CONTINUED})

Except freehold lands account no depreciation, property, plant, and equipment are stated at
historical cost less accumulated depreciation and accumulated impairment losses. Historical cost
includes expenditure that is directly attributable to the acquisition of the items.

Depreciation is calculated using the straight- line method to allocate their cost, net of their residual
values, over their estimated useful lives or, in the case of leasehold improvements, the shorter of
lease term as follows:

Buildings 20-30 years

Machinery and equipment 5-12 years

Motor vehicles 5-8 years

Office equipment 5-8 years

Leasehold improvements Shorter of their useful life and lease ferm

See Note 39 for the other accounting policies relevant to property, plant and equipment.
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16.

PROPERTY, PLANT AND EQUIPMENT {CONTINUED)

{b) Depreciation of the Group's property, plant and equipment has been recognized as follows:
Year ended December 31,
2022 2023 2024
RMB’000 RMB’000 RMB'000
Cost of revenue 434,512 558,511 666,906
Selling and marketing expenses 933 1,018 771
General and administrative
expenses 69,811 98,954 128,951
Research and development
expenses 38,796 40,176 52,038
544,052 698,659 848,666
The Company
Machinery Conslruclie  Leasehold
and Motor Office nin improvemen
Buildings equipment vehicles equipment progress Totatl
RMB000 RMB'000 RMB'000 RMB'000 RMB'O0O RMB000 RMB'G00
At January 1, 2022
Cost 1,118,616 1,438,013 11,619 77,403 73,592 - 2,719,243
Accumulated depreciation and
impairment (288,400) (765,183) (10,139) (55,326) - - {1,119,048)
Carrying amounts 830,216 672,830 1,480 22,077 73,592 - 1,600,195
Opening carrying amounts 830,216 672,830 1,480 22,077 73,592 - 1,600,195
Additions - 72,714 829 2,253 122,933 573 199,302
Transfers from construction in
progress 81,070 75,505 - - (156,575} - -
Transfer out to other assets - - - - (3,923) - (3,923}
Disposais (15,295) {%,410) (10) @ . - (16,724)
Depreciation charges (33,530)  {109,459) (613) {5,637} - (72) {149,211)
Closing carrying amounts 862,461 710,180 1,686 18,784 36,027 501 1,629,639
At December 31, 2022
Cost 1,170,483 1,577,262 12,241 77,051 36,027 573 2,873,637
Accumutated depreciation and
impairment (308,022) (867,082)  (10,555)  (58,267) - (72)  {1,243,998)
Carrying amounts 862,461 710,180 1,686 18,784 36,027 501 1,629,639
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16.

PROPERTY, PLANT AND EQUIPMENT (CONTINUED})

Machinery
and Motor Office Conslruction Leasehold
Buildings equipment vehicles equipment  inprogress _improvement Totat
RMB'G0G RMB066 RMB'000  RMB'000  RMB00O0 RMB'000 RMB'000
At January 1, 2023
Cost 1,170,483 1,577,262 12,241 77.051 386,027 573 2,873,637
Accumulated depreciation and
impairment (308,022) (867,082} {10,555)  (58,267) - {72) (1,243,998)
Carrying amounts 862,461 710,180 1,686 18,784 36,027 501 1,629,639
Opening carrying amounts 862 461 710,180 1,686 18,784 36,027 501 1,629,639
Additions - 126,102 1,984 3,940 75,028 2,364 209,418
Transfers from construction in
progress 50,508 - - - {50,508} - -
Transfer out to cther assets - - - - (6,676) - {6,676)
Disposais - (5,530) (72) (171) - - (5,773)
Depreciation charges (35,680) {105,028) (475) (5,358) - {1,030)  {147,671)
Closing carrying amounts 877,289 725,724 3,123 17,195 53,871 1,835 1,679,037
At December 31, 2023
Cost 1,220,991 1,666,067 12,793 78,053 53,871 2937 3,034,712
Accumulated depreciation and
impairment (343,702) (940,343) {9,670} (60,858) - (1,102) (1,355,675}
Carrying amounts 877,289 725,724 3,123 17,195 53,871 1,836 1,679,037
Machinery
and Molor Office Construction Leaseho!d
Buitdings equipment vehicles equipment  Inprogress  Improvement Totai
RMB00O RMB000 RMB000  RMB000 RMB000 RMB'000 RMB'000
At January 1, 2024
Cost 1,220,991 1,666,067 12,793 78,053 53,871 2,937 3,034,712
Accumulated depreciation and
impairment {343,702) {940,343} (9,670) (60,858} - {1,102} {1,355,675)
Carrying amounts 877,289 725,724 3,123 17,195 53,871 1,835 1,679,037
Opening carrying amounts 877,289 725,724 3,123 17,195 53,871 1,835 1,679,037
Additions - - - - 268,487 2,133 270,620
Transfers from construction in
progress 63,960 174,396 743 15,018 (254,117) - -
Transfer out to other assets - - - - {13,250) - (13,250)
Disposals - (9,459) {10) (1,814) - - {11,283)
Depreciation charges (43,262) {109,718} (636) (14,813) - {2,069) {170,498)
Impairment charges - (217) - - - - (217)
Closing carrying amounts 897,987 780,726 3,220 15,686 54,991 1,899 1,754,409
At December 31, 2024
Cost 1,284,951 1,788,539 13,327 84,934 54,991 5,070 3,231,812
Accumulaied depreciation and
impairment (386,964) (1,007,813) {10,107y  (69,348) - {3,171} (1,477,403}
Carrying amounts 897,987 780,726 3,220 15,586 54,991 1,899 1,754,409
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17. LEASE

This note provides information for leases where the Group is a lessee.

{a) Amounts Recognized in the Consolidated Statements of Financial Position
The Group
As at December 31,
2022 2023 2024
RMB’'000 RMB'000 RMB’'000

Right-of-use assets
Land use right 609,886 710,571 868,748
Buildings 280,647 306,588 331,340
Motor vehicles 3,630 6,667 5,245

894,163 1,023,826 1,205,331
Lease liahilities
Current 67,661 68,898 90,574
Non-current 202,028 221,295 237 913

269,689 290,193 328,487

Additions to the right-of-use assets during the years ended December 31, 2022, 2023 and 2024
were approximately RMB204,356,000, RMB222,856,000 and RMB366,606,000, respectively.

The Company

As at December 31, 2022 and 2023 and 2024, the net carrying amounts of right-of-use assets of
the Company were approximately RMB142,126,000, RMB136,623,000 and RMB128,793,000
respectively. The balances mainly composed of land use rights.

{b) Amounts Recognized in the Consoclidated Statements of Profit or Loss

The consolidated statements of profit or loss and the consolidated statements of cash flows
contain the following amounts relating to leases:

Year ended December 31,

2022 2023 2024
RMB'000 RMB'000 RMB'000
Depreciation charge of
right-of-use assets:

- Land use right 15,628 16,723 18,450
- Buildings 68,510 83,207 117,072
- Motor vehicles 46 797 89

84,184 100,727 135,611
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17.

(b)

18.

LEASE {(CONTINUED)

Amounts Recognized in the Consolidated Statements of profit or loss (Continued)

Interest expense (including in
finance cost)

Expense relating to short-term
and low value leases not
included in lease liabilities

Year ended December 31,

2022 2023 2024
RMB'000 RMB'000 RMB’'000
1,334 5,127 18,704
22,190 37,500 20,592
23,524 42,627 39,296

The total cash outflows for lease payments during the years ended December 31, 2022, 2023
and 2024 were approximately RMB85,715,000, RMB143,310,000 and RMB144,601,000

respectively.

The Group leases properties, offices, land-use-right and automobile as lessee. Lease contracts
are typically made for fixed periods from 1 to 10 years. They are stated at cost less accumulated

depreciation and accumulated impairment losses.

See Note 39 for the other accounting policies relevant to lease.

INTANGIBLE ASSETS

The Group

At January 1, 2022

Cost

Accumulated amortization and
impairment

Carrying amounts

Year ended December 31, 2022
Opening carrying amounts
Additions

Currency translation differences
Amortization charges

Closing carrying amounts

At December 31, 2022

Cost

Accumulated amortization and
impairment

Carrying amounts

inteltectual
Software properties Goodwill Total

RMB000 RMB’000 RMB’000 RMB'000
38,713 61,702 39,551 139,966
(28,026) (30,927} (31,959) (90,912}
10,687 30,775 7,592 49,054
10,687 30,775 7,692 49,054
5,243 3,923 - 9,166
102 - - 102
{4,432) (8,064) - (12,496)
11,600 26,634 7,592 45,826
44 529 65,625 39,5651 149,705
(32,929} {38,991) (31,959) (103,879)
11,600 26,634 7,592 45,826
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18.

INTANGIBLE ASSETS (CONTINUED)

At January 1, 2023

Cost

Accumulated amoertization and
impairment

Carrying amounts

Year ended December 31, 2023
Opening carrying amounts
Additions

Disposals

Currency translation differences
impairment charges
Amortization charges

Closing carrying amounts

At December 31, 2023

Cost

Accumulated amortization and
impairment

Carrying amounts

At January 1, 2024

Cost

Accumulated amortization and
impairment

Carrying amounts

Year ended December 31, 2024
Opening carrying amounts
Additions

Disposals

Currency franslation differences
impairment charges
Amortization charges

Closing carrying amounts

At December 31, 2024

Cost

Accumulated amortization and
impairment

Carrying amounts

Intellectual
Software properties Goodwill Total

RMB'G0O0 RMB'000 RMB’000 RMB 000
44,529 85,625 39,551 149,705
(32,929) {38,991) (31,959) {103,879)
11,600 26,634 7,592 45,826
11,600 26,634 7,592 45,826
15,810 - - 15,810
(357) - - (357)
2,238 - - 2,238
- - {807) (807)
(5,296) (4,460) - (9,756)
23,995 22,174 6,785 52,954
59,243 52,825 39,551 151,619
{35,248) (30,651) (32,768) (98,665)
23,995 22,174 6,785 52,954

Intellectual
Software properties Goodwill Total

RMB'000 RMB'G0O0 RMB'000 RMB’000
59,243 52,825 39,551 151,619
(35,248) {30,651) {32,766) {98,665)
23,995 22,174 6,785 52,954
23,995 22,174 6,785 52,954
18,869 - - 18,869
(609) - - {609}
(173) - - {173)
- - {6,785) (6,785)
{16,154) (11,582) - (27,736)
25,928 10,592 - 36,520
76,630 36,681 39,551 152,862
{50,702) (26,089) (39,551) {116,342)
25,928 10,592 - 36,520
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18.

INTANGIBLE ASSETS (CONTINUED)

Amortization expenses have been charged to the consolidated statements of profit or loss as

follows:

General and administrative expenses
Research and development expenses

The Company

At January 1, 2022

Cost

Accumulated amortization
Carrying amounts

Year ended December 31, 2022
Opening carrying amounts
Additions

Amortization charges

Closing carrying amounts

At December 31, 2022
Cost

Accumutlated amortization
Carrying amounts

At January 1, 2022

Cost

Accumulated amortization
Carrying amounts

Year ended December 31, 2023
Opening carrying amounts
Additions

Amortization charges

Closing carrying amounts

At December 31, 2023
Cost

Accumulated amortization
Carrying amounts

Year ended December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000
11,820 7,709 15,883
676 2,047 11,853
12,496 9,756 27,736
Intellectual
Software properties Total
RMB'000 RMB’000 RMB'000
12,127 13,206 25,333
(9,424) (5,339 (14,763)
2,703 7,867 10,570
2,703 7,867 10,570
- 3,923 3,923
{1,081) {1,321) {(2,402)
1,622 10,469 12,091
12,127 17,129 29,256
{10,505) {6,660) {17,165)
1,622 10,469 12,091
Intellectual
Software properties Total
RMB’000 RMB000 RMB’000
12,127 17,129 29,256
(10,505) (6,660) {17,165)
1,622 10,469 12,091
1,622 10,469 12,091
6,676 - 6,676
(2,568) (1,321) {3,889)
5,730 9,148 14,878
18,803 17,129 35,932
{13,073) {7,981) {21,054)
5,730 9,148 14,878
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18.

INTANGIBLE ASSETS (CONTINUED)

At January 1, 2024

Cost

Accumulated amortization
Carrying amounts

Year ended December 31, 2024
Opening carrying amounts
Additions

Disposals

Amortization charges

Closing carrying amounts

At December 31, 2024
Cost

Accumulated amortization
Carrying amounts

intellectual
Software properties Total

RMB000 RMB'000 RMB'060
18,803 17,129 35,932
{13,073) {7,981) {21,054)
5,730 9,148 14,878
5,730 9,148 14,878
13,250 - 13,250
(227) - (227)
(3,768) {1,321) {5,089)
14,985 7,827 22,812
31,749 17,129 48,878
(16,764) (9,302) {26,066)
14,985 7,827 22,812
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(a)

INTANGIBLE ASSETS (CONTINUED)
impairment Tests for Goodwill

Goodwill is not subject to amortization and is tested for impairment annually, or more frequently
if events or changes in circumstances indicate that they might be impaired. An impairment loss is
recognized for the amount by which the asset's carrying amount exceeds its recoverable amount,
The recoverabie amount is the higher of an asset's fair value less costs of disposal and value in
use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash inflows which are fargely independent of the cash inflows
from other assets or groups of assets.

The carrying amount of goodwill allocated to the cash generating units or group of cash generating
units {"CGU" or "CGUs") are as follows:

Opening Addition Impairment Closing
RMB'000 RMB'000 RMB000 RMB’000

Year ended December 31, 2024
Microchannel CGUs ("MHE CGUs"} (i) - -
Board Replacement CGU ("BRT CGU") (ii) 6,785

(6,7855 -

Year ended December 31, 2023
Microchannel CGUs - - -
Board Replacement CGU 7,592 - (807) 6,785

Year ended December 31, 2022
Microchannel CGUs - .
Board Replacement CGU 7,592 - - 7,592

The goodwili of MHE CGUs is generated from business combination of R-Squared Puckett Inc.
in 2014 and allocated to Zhejiang Sanhua Microchannel Heat Exchanger Co., Ltd. (#T¥T. =765
MRS R A ) and its subsidiaries (collectively, the “Microchannel Group”). Management
regards Microchanne! Group as a separate group of CGUs and reviews the business
performance and monitors the goodwill on the CGUs basis.

As at December 31, 2021, as the performance was less than expected, according to the
management's estimation of the recoverabie amount of Microchannel Group with the assistance
of an independent valuer, which was calculated based on its value-in-use, an impairment of
goodwill approximately RMB31,959,000 was recognized, resulting in a reduction in the carrying
amount of the goodwill of Microchanne! Group to zero. The key assumptions used to determine
the recoverable amount include revenue growth rate, profit rate, terminai growth rate and pre-
tax discount rate. The pre-tax discount rate used for the assessment is 13.13%.

The goodwill of BRT CGU is generated from business combination of Zhejiang Sanhua Board
Replacement Technology Co., Ltd. (#F VL = e Bl AR 2 &) ("Board Replacement”).
Management regards Board Replacement as a separate CGU and reviews the business
performance and monitors the goodwilt on a CGU basis.

As at December 31, 2024, as the performance was less than expected, according to the
management’s estimation of the recoverable amount of Board Replacement with the assistance
of an independent valuer, which was calculated based on its value-in-use, an impairment of
RMBB,785,000 was recognized, resulting in a reduction in the carrying amount of goodwill of
Board Replacement to Zero,

i
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(a)

U

INTANGIBLE ASSETS {CONTINUED)
impairment Tests for Goodwill {Continued)

The key assumptions used by management for VIU calculation for the impairment test of Board
Replacement goodwill as at December 31, 2022, 2023 and 2024, included:

As at December 31,

2022 2023 2024
Revenue annual growth rates (i) 1.99% 10.10% 36.17%
Operating profit margin (i) 16.29%-17.47% 3.06%-10.77% 0.41%-10.00%
Perpetual annual growth rates 0.00% 0.00% 0.00%
Pre-tax discount rates 13.06% 10.90% 10.99%

The expected revenue annual growth rates increased significantly mainly due to the business
expansion exceeds the expectation. Meanwhile, the operating profit margin decreased
significantly due to the increased expenditure on research and development activities.

Management has determined the values assigned to each of the above key assumptions as
follows:

Assumption Approach used to determine values

Revenue annual Revenue annual growth rate is estimated over the five-year forecast period.
growth rates The management of the Group used a five-year period as the projection
period for the cash flow forecast, which was in line with the period length
used in the corresponding strategic planning and long-term budgeting

purpose.

Operating profit  Based on past performance and management's expectations for the future,
margin

Perpetual annual This is the weighted average growth rate used to extrapolate cash flows
growth rates beyond the forecast period. The rates are determined after making reference
to long term inflation rate of the countries in which they operate. The
perpetual annual growth rates remained stable which was due to the fact that
the long-term inflation rates of the relevant countries were relatively stable

during the Track Record Period.

Pre-tax discount Estimated by using the weighted average cost of capital ("WACC"} method.
rates The WACC was calculated by referring to public market data including risk
free rate, market return, beta of comparable public companies etc. and the

specific risk of the business.

As impairment was fully provided against goodwill of Microchannel CGUs before TRP, no
sensitivity analysis is needed.

For Board Replacement CGU, as at December 31, 2022 and 2023, the recoverable amount
approximately amounting to RMB74,193,000 and RMB87,968,000, calculated based on value-
in-use calculation, exceeded the carrying amount of the tested CGU (including goodwill) of Board
Replacement by approximately RMB13,353,000 and RMB4,032,000. if the expected pre-tax
discount rate had been 5% higher than management estimates as at December 31, 2022, the
recoverable amount calculated would be higher than the carrying amount by approximately
RMB9,990,000. if the expected pre-tax discount rate had been §% higher than management
estimates as at December 31, 2023, the recoverable amount calculated would be lower than the
carrying amount by approximately RMB484,000. The directors of the Company have considered
and assessed reasonably possible changes for other key assumptions and have not identified
any instances that would have resulted in a significant impairment against the goodwill of the
Group. As at December 31, 2024, as impairment was fully provided against goodwill of Board
Replacement CGU, no sensitivity analysis is needed.
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(b)

()

INTANGIBLE ASSETS (CONTINUED)
Amortization Methods and Periods

(iy Intellectual properties

Separately acquired licensed technologies are shown at historical cost. They have limited useful
lives and are subsequently carried at cost less accumulated amortization and impairment losses.

(i} Computer software

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire
the specific software.

The Group amortizes intangible assets with a limited useful life using the straight-line method over
the following periods:

intellectual properties 1-4 years
Computer software 5-10 years

Research and Development

Research expenditure is recognized as an expense as incurred. Costs incurred on development
projects (relating to the design and testing of new and improved products) are recognized as
intangible assets when the following criteria are met:

It is technically feasible to complete the product so that it will be available for use;,
Management intends to complete the product and use or sell if;

There is an ability to use or sell the product,

it can be demonstrated how the product will generate probable future economic benefits;
Adequate technical, financial and other resources to complete the development and to use
or sell the product are available; and

® The expenditure attributable to the product during its development can be reliably measured.

Other development expenditures that do not meet these criteria are recognized as an expense
as incurred. Development costs previously recognized as an expense are not recognized as an
asset in a subsequent period.
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19.

INVESTMENT PROPERTIES

At January 1, 2022

Cost

Accumulated depreciation
Carrying amounts

Year ended December 31, 2022
Opening cartying amounts
Currency translation differences
Depreciation charges

Closing carrying amounts

At December 31, 2022
Cost

Accumulated depreciation
Carrying amounts

At January 1, 2023

Cost

Accumulated depreciation
Carrying amounts

Year ended December 31, 2023
Opening carrying amounts
Currency translation differences
Depreciation charges

Closing carrying amounts

At December 31, 2023
Cost

Accumulated depreciation
Carrying amounts

Freehold
Buildings tand Total

RMB'000 RMB'000 RMB’000
11,514 3,184 14,698
(6,167) - {6,167)
5,347 3,184 8,531
5,347 3,184 8,531
274 89 363
{690) - (690)
4,931 3,273 8,204
11,996 3,273 15,269
{7.065) - {7,065)
4,931 3,273 8,204

Freehoid
Buildings land Total

RMB000 RMB'000 RMB’000
11,996 3,273 15,269
(7,065) - {7,065)
4,931 3,273 8,204
4,931 3,273 8,204
578 193 771
{809) - {809)
4,700 3,466 8,166
12,989 3,466 16,455
(8,289) - (8,289)
4,700 3,466 8,166
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INVESTMENT PROPERTIES (CONTINUED)

At January 1, 2024

Cost

Accumuiated depreciation
Carrying amounts

Year ended December 31, 2024
Opening carrying amounts
Currency translation differences
Depreciation charges

Closing carrying amounts

At December 31, 2024
Cost

Accumulated depreciation
Carrying amounts

-85 -

Freehold
Buildings fand Total

RMB'000 RMB’000 RMB’000
12,989 3,466 16,455
(8,289) - (8,289)
4,700 3,466 8,166
4,700 3,466 8,166
545 (147} 398
(1,511) - (1,511)
3,734 3,319 7,053
12,472 3,319 15,791
(B,738) - (8,738)
3,734 3,319 7,053
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(a)

(b)

INVESTMENT PROPERTIES (CONTINUED)
Amounts Recognized in Profit or Loss for Investment Properties

Year ended December 31,
2022 2023 2024
RMB 000 RMB’000 RMB'000

Rental income from

operating leases 2,213 2,493 2,603
Direct operating expenses

from property that

generated rental income 690 809 1,511

Except for freehold land, the investment properties are stated at cost less accumulated
depreciation. Depreciation is calculated using the straight-line method to write off the cost fo its
residual value over its estimated useful life. The estimated useful lives are as follows:

Buildings 10 to 20 years

See Note 39 for the other accounting pelicies relevant to investment properties.

Fair Value Disclosure

For disclosure purpose, the fair value of the investment properties as at December 31, 2024 was
approximately RMB8,232,000 and fair value hierarchy is as below:

Valuation Significant Range of significant

Description Technique ungbservable input unobservable input
Property unit located in Income Prevailing market RMB 1,093,000 to
Slovakia Capitalization rents RMB 1,344,000 per unit
Approach (level 3) per year
Capitalization rates 10.00%
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20. FINANCIAL INSTRUMENTS BY CATEGORY

The detaii information of financial instruments by category during the Track Record Period is as

below:

Financial assets
Financial assets measured at FVPL:
Wealth management products measured at
fair value (Note 3.8)
Derivative financial assets (Note 3.6)
Financial assets measured at amortized cost.
Trade and notes receivables {Note 22}
Other receivables {Note 23}
Term deposits and restricted cash {Note 25)
Cash and cash equivalents {Note 25}
Wealth management products measured at
amortized cost (Note 23)

Financial liabilities

Financial liabilities measured at FVPL:
Derivative financial liabilities (Note 3.6)
Contingent consideration

Financial liabilities measured at amortized cost:
Trade and notes payables (Note 27)
Accruals and other payables (excluding non-

financial liabilities) (Note 28)

Lease liabilities (Note 17)
Borrowings {Note 26)

-B7 -

As at December 31,

2022 2023 2024
RMB000 RMB000 RMB’000
100,026 - -
8,939 22,636 6,237
7,432,066 8,250,831 9,628,337
726,642 227,793 258,059
3,827,915 2,859,729 1,805,065
2,050,329 3,624,955 3,443,503
- - 1,499,928
As at December 31,
2022 2023 2024
RMB'000 RMB000 RMB’000
45,171 10,719 79,678
3,500 3,500 -
6,464,878 7,866,652 9,777,262
354,255 250,643 545,413
269,689 290,193 328,487
6,372,887 3,614,147 4,099,539
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(a)

DEFERRED TAX

Deferred tax assets and liabilities are offset when there is a legally enforceable right of offsetting
and when the deferred income taxes relate to the same authority.

The Group

The net amounts of deferred tax assets and liabilities after offsetting are as follows:

Gross deferred tax assets

Offsetting against deferred tax
liabilities

Net deferred tax assets

Gross deferred tax liabilities

Offsetting against deferred tax
assets

Net deferred tax liabilities

As at December 31,

2022 2023 2024
RMB'000 RMB’000 RMB’000
221,159 221,749 281,725
- (65,317) (169,026)
221,159 156,432 112,699
288,758 372,828 427,290
. (65,317) (169,026)
288,758 307,511 258,264

The movements in deferred tax assets and liabilities before offsetting are as follows:

Deferred Tax Assets

Impairment Share-
provisions based
and loss Unrealized Government Tax payment
allowances profits grants losses expenses Qthers Total
RMB'000 RMB000 RMB'00G  RMB'000 RMB'000 RMB'000 RMB'000
At January 1, 2022 33,480 32,618 25,653 26,365 24,462 10,685 153,263
Credited to profit or loss (Note
11} 18,504 193 16,948 32,281 2,077 7,317 77.320
Debited {o equity - - - - (8,334) {1,090 (9,424}
At December 31, 2022 51,984 32,811 42,601 58,646 18,205 16,912 221,159
impairment Share-
provisions based
and loss Unrealized Government Tax payment
allowances profits grants losses expenses Others Total
RMB'000 RMB’000 RMBO00  RMB'000 RMB'000 RMB000 RMB'000
At January 1, 2023 51,984 32,811 42,601 58,646 18,205 16,912 221,159
Credited/{debited) to profit or
loss (Note 11) 13,898 1,735 25533 (40,160} (5,016) 5,917 1,907
Credited/(debited} to equity - “ - - 4,552 {5,869} (1,317)
At December 31, 2023 65,882 34,546 68,134 18,486 17,741 16,960 221,749
Impairment Share-
provisions based
and loss Unrealized Government Tax payment
allowances profits grants losses expenses Others Total
RMB'00G RMB'000 RMB'0OO0  RMB000 RMB'00G RMB'000 RMB'000
At January 1, 2024 65,882 34,546 68,134 18,486 17,741 16,960 221,749
Credited/{debited) to profit or
loss {Note 11} 16,683 (126) 27,439 (2,911) 9,468 12,387 62,940
Creditedi{debited) to equity - - - - (2,964} - (2,964)
At December 31, 2024 82,565 34,420 95,573 15,575 24,245 29,347 281,725
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(b}

{c)

DEFERRED TAX (CONTINUED)

Deferred Tax Liabilities

Business

combination Depreciation Others Total
RMB’000 RMB'000 RMB'O00 RMB'000
At January 1, 2022 2,504 161,524 8,882 172,910
(Credited)/debited to profit or foss
(Note 11) {802) 102,417 14,233 115,848
At December 31, 2022 1,702 263,941 23,115 288,758
Business
combination Depreciation Others Total
RMB000 RMBOOO RMB'0GO RMB'OO0
At January 1, 2023 1,702 263,941 23,115 288,758
{Credited)/debited o profit or [oss
(Note 11) {351) 60,273 24 148 84,070
At December 31, 2023 1,351 324,214 47,263 372,828
Business
combination Depreciation Others Total
RMB'G00 RMB'000 RMB'0OD RMB'000
At January 1, 2024 1,351 324,214 47,263 372,828
{Credited)/debited to profit or loss
(Note 11) (1,351) 64,728 {8,915) 54,462
At December 31, 2024 - 388,942 38,348 427,290

Deferred Tax Assets Not Recognized

The Group has not recognized deferred tax assets in respect of the items below, which were
incurred by certain subsidiaries that were not likely to generate taxable profit:

As at December 31,

2022 2023 2024
RMB’'000 RMB'000 RMB'000
Tax losses 137,112 280,085 343,484
Deductible temperary differences 210,575 169,107 232,330
347,687 449,192 575,814

The tax losses not recognized deferred tax assets can be carried forward in future years. As
at December 31, 2022, 2023 and 2024, the following table shows unused tax losses based on
its expected expiry date:

As at December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000

2025 1,177 1,161 1,161
2026 674 522 522
2027 20,123 23,055 18,275
2028 10,478 74,714 71,352
2029 7,488 16,716 77,950
2030 16,606 12,550 12,650
2031 66,880 69,321 69,321
2032 13,686 6,336 3,108
2033 - 75,710 58,953
2034 - - 30,292

137,112 280,085 343,484
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(a)

DEFERRED TAX (CONTINUED}

The Company

The net amounts of deferred tax assets and liabilities after offsetting are as follows:

Gross deferred tax assets

Offsetting against deferred tax

liabilities
Net deferred tax assets

As at December 31,

Gross deferred tax liabilities
Offsetting against deferred tax

assets

Net deferred tax liabilities

Deferred Tax Assets

At January 1, 2022
Credited to profit or loss

Debited to equity

At December 31, 2022

At January 1, 2023
Credited/(debited} to profit or
loss

Credited to equity

At December 31, 2023

At January 1, 2024
Credited to profit or loss

Debited to equity

At December 31, 2024

2022 2023 2024
RMB'000 RMB’000 RMB'000
33,318 21,386 50,830
- (15,799) (50,830)
33,318 5,587 -
85,516 97,403 91,598
- (15,799) (50,830)
85,516 81,604 40,768
Impairment
provisions and Government
{oss allowances grants Others Total
RMB000 RMB'000 RMB'000 RMB'000
2,162 5,371 20,204 27,737
2 2,006 7,034 9,041
- - (3,460) {3,460)
2,164 7,376 23,778 33,318
Impairment
provisions and Government
loss allowances grants Others Totat
RMB'000 RMB'000 RMB000 RMB'000
2,164 7.376 23,778 33,318
1,363 (276) (16,381) (15,304}
- - 3,372 3,372
3,517 7,100 10,769 21,386
Impairment
provisions and Government
loss allowances grants Others Total
RMB’000 RMB'000 RMB'000 RMB'000
3,517 7,100 10,769 21,386
27,051 1,347 3,181 31,679
- - {2,135} (2,135)
30,568 8,447 11,815 50,830
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(b)

DEFERRED TAX (CONTINUED)

Deferred Tax Liabilities

At January 1, 2022
Debited fo profit or loss

At December 31, 2022

At January 1, 2023
Debited to profit or ioss

At December 31, 2023

At January 1, 2024
Debited/(credited) to profit or loss

At December 31, 2024

Depreciation Others Total
RMB000 RMB'000 RMB'000
55,712 3,633 59,345
16,038 10,133 26,171
71,750 13,766 85,516
Depreciation Others Total
RMB’000 RMB'000 RMB'000
71,750 13,766 85,516
4,332 7,565 11,887
76,082 21,321 97,403
Depreciation Others Total
RMB'000 RMB'000 RMB'000
76,082 21,321 97,403
9,574 {15,379) (5,805}
85,656 5,942 91,598
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(@)

(b)

()

TRADE AND NOTES RECEIVABLES

The Group As at December 31,
2022 2023 2024
RMB'000 RMB’000 RMB’000
Notes receivables 2,204,582 2,484 458 2,685,890
Trade receivables 5,508,846 6,085,908 7.317,720
Less: credi loss allowance (281,362) {319,535) {375,273)
' 7,432,066 8,250,831 9,628,337

As at January 1, 2022, the carrying amounts of trade and notes receivables from contracts
with customers is amounting to RMBS5,660,486,000 {net of expected credit loss amounting
to RMB188,083,000).

The Group generally grant credit terms ranging from 60 to 120 days to the customers. The
aging analysis of trade receivables based on revenue recognition date is as follows:

As at December 31,

2022 2023 2024
RMB’000 RMB'000 RMB'000
Up to 3 months 4,146,495 4,242 921 5,800,080
3 to 6 months 1,084,733 1,003,798 784,254
6 to 12 months 266,034 792,882 697,599
1to 2 years 7,808 45,653 26,881
2 to 3 years 2,798 388 8,623
Over 3 years 978 266 383
5,508,846 6,085,908 7,317,720

As at December 31, 2022, 2023 and 2024, trade receivables amounting to
RMB296,551,000, RMB66,621,000 and RMB84, 120,000 were pledged for bank borrowings
while notes receivables amounting to RMB2,015,272,000, RMB2,214,364,000 and
RMB1,839,462,000 were pledged for bank acceptance notes and hank borrowings.

The Company As at December 31,
2022 2023 2024
RMB 000 RMB000 RMB'000
Notes receivables 1,108,679 1,293,652 106,531
Trade receivables 814,707 718,471 1,091,980
Less: Credit loss allowance {10,449} {15,025) (13,626)
1,912,937 1,997,098 1,184,885
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23,

TRADE AND NOTES RECEIVABLES (CONTINUED)

The aging analysis of trade receivables based on revenue recognition date is as foliows:

As at December 31,

2022 2023 2024
RMB'000 RMB’000 RMB 000

Up to 3 months 794,189 687,531 1,057,260
3 to 6 manths 12,445 19,439 28,362
6 to 12 months 8,052 5,654 255
1 to 2 years 21 5,847 327
2 to 3years - - 5,776

814,707 718,471 1,091,980
PREPAYNMENTS, OTHER RECEIVABLES AND OTHER ASSETS
The Group

As at December 31,
2022 2023 2024
RMB000 RMB'000 RMB'000
Prepayments:
Prepayments for materials 117,887 133,793 158,980
QOther receivables:
Deposits and warranties 38,247 45,695 58,761
Tax refund receivables 123,916 164,713 172,315
Cther receivables in relation to the
land reserves (Note 7(i)) 546,217 - -

Others 25,468 25,466 35,318

849,735 369,667 425,374
Less: provision for impairment (5,208) (8,081) (8,335)

844,529 361,586 417,039
Other current assets:
Wealth management products

measured at amortized cost (i} - - 1,499,928

Deductible input VAT 133,303 186,255 188,134
Prepaid corporate income tax 22,470 61,993 20,736
Capitalization of listing expenses - - 8,727
Others 1,252 2,826 3,015

157,025 251,074 1,720,540

As at December 31, 2024, wealth management products mainly represent the principai and
interests guaranteed income vouchers issued by the securities companies and reverse

repurchase of government bond.

Qther non-current assets:

Prepayments for non-current assets 457,306 564,023 311,121
Others 14,198 30,813 65,910
471,504 594,836 377,031
Less: provision for impairment - - (206)
471,504 594,836 376,825
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PREPAYMENTS, OTHER RECEIVABLES AND OTHER ASSETS (CONTINUED)

The Company

Prepayments:
Prepayments for materials

Other receivables:

Due from subsidiaries

Tax refund receivables

Dividend receivables

Other receivables in relation to the
land reserves (Note 7(i))

Others

Less: provision for impairment

Other current assets:

Wealth management products
measured at amortized cost
Capitalization of listing expenses

Others

Other non-current assets:;
Prepayments for non-current assets
Others

Less: provision for impairment

As at December 31,

2022 2023 2024

RMB000 RMB'000 RMB'000
9,471 7,502 8,132
532,760 1,708,501 477,261
18,983 6,387 70,714
- 550,000 16,559
90,383 - -
9,004 5,207 13,238
660,601 2,277,597 585,904
(338) (504) (34,610)
660,263 2,277,093 551,294
] ) 1,309,640
. - 8,727
- - 266
; R 1,318,633
40,289 99,458 65,585
2,315 14,542 14,885
42,604 114,000 80,470
- - (3%)
42,604 114,000 80,435
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INVENTORIES
The Group
As at December 31,
2022 2023 2024
RMB'000 RMB000 RMB’000

Finished goods 2,696,034 3,179,557 3,833,666
Work in progress 711,593 596,410 787,733
Raw materials 1,050,007 932,170 774,517
Others 4,886 6,872 10,127

4,462 520 4,715,009 5,406,043
Less: provision for impairment (127 645) (114,280} (125,601)

4,334,875 4,600,729 5,280,442

The cost of inventories carried forward to the profit or loss during the year is mainly recognized
as the cost of revenue. For the years ended December 31, 2022, 2023 and 2024, the cost of
inventories carried forward to the cost of revenue amounted to approximately
RMB15,873,850,000, RMB17,793,313,000 and RMB20,287,311,000, respectively.

The provision/(reversal) for impairment of inventories recorded as cost of revenue during the
years ended December 31, 2022, 2023 and 2024 were RMB93,592,000, RMB41,206,000 and
RMB35,254,000, respectively.

The Company
As at December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000

Finished goods 579,545 866,396 987,512
Work in progress 82,906 62,467 74,271
Raw materials 55,662 40,841 49 221
Others 3,645 3,093 4

721,758 772,797 1,111,008
Less: provision for impairment (2,079) {368) (1,738)

719,679 772,429 1,109,270
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(a)

CASH AND CASH EQUIVALENTS, TERM DEPOSITS AND RESTRICTED CASH

Cash and Cash Equivalents

The Group
As at December 31,
2022 2023 2024
RMB’000 RMB'000 RMB’'000

Cash and bank halances 5,878,244 6,584,684 5,248 568
Less: term deposits over three months

{i) (3,740,432} (2,883,2562) (1,739,651)
Less: restricted cash (if) {87,483) {76,477) (65,414)
Cash and cash equivalents 2,050,329 3,624,955 3,443,503

()As at December 31, 2022, 2023 and 2024, the Group’s term deposits amounting to
RMB209,827,000, RMB281,5670,000 and nil were pledged as a guarantee for the bank
acceptance notes.

(i) As at December 31, 2022, 2023 and 2024, the Group’s demand deposits of RMB16,304,000,
RMB35,074,000 and RMB18,152,000 were pledged as a guarantee for the bank acceptance
notes.

As at December 31, 2022, 2023 and 2024, the Group's bank balances of RMB71,179,000,
RMB41,403,000 and RMB44,063,000 were deposited as a guarantee for the future contracts,
letter of guarantee or bank borrowings.

As at December 31, 2024, another RMB3,199,000 deposits placed with banks were temporarily
frozen for pending litigations.

-76 -



25,

(b}

26,

(a)

CASH AND CASH EQUIVALENTS, TERM DEPOSITS AND RESTRICTED CASH

(CONTINUED)

Cash and Bank Balances are Denominated in:

As at December 31,

2022 2023 2024
RMB’000 RMB000 RMB’000
RMB 5,240,438 5,815,187 4 141 574
usbD 375,489 497,478 764,447
EUR 180,704 193,022 139,453
Other currencies 81,613 78,997 203,094
5,878,244 6,584,684 5,248,568
The Company
As at December 31,
2022 2023 2024
RMB'00C RMB'000 RMB’000
Cash and hank balances 3,453,269 3,755,111 1,281,822
Less: term deposits over three months (2,440,308) (1,948,300) {1,067,202)
Less: restricted cash {16,304) {13,604) {10,053)
Cash and cash equivalents 996,657 1,793,207 204,567
BORROWINGS
The Group
As at December 31,
2022 2023 2024
RMB’000 RMB’000 RMB’000
Secured
Bank loans 3,493,102 3,608,200 918,745
Unsecured
Bank loans 100,000 - 3,174,000
Convertible bonds (c) 2,776,764 - -
2,876,764 - 3,174,000
Interest payables 3,021 5,947 6,794
Less: cutrent-portion for long-term
borrowings (500,465) {1,371,195) (500,420}
Less: short-term borrowings (1,294,084) {1,212,151) (1,553 ,346)
4,578,338 1,030,801 2,045,773

As at December 31, 2022, 2023 and 2024, the annual interest rate of short-term borrowings was
ranged from 1.99% to 5.12%, 2.51% to 6.31%, and 2.15% to 5.21%, respectively.

As at December 31, 2022, 2023 and 2024, the annual interest rate range of long-term borrowings
were ranged from 2.80% to 3.35%, 2.80% to 3.35% and 2.62% to 2.92%, respectively.
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(c)

BORROWINGS (CONTINUED)

As at December 31, 2022, secured bank loans mainly included: (i) borrowings with a principal
equivalent to approximately RMB2,300,000,000 guaranteed by the Holding Company (Note
37(c)); (i) borrowings with a principal equivalent to approximately RMB943, 525,000
guaranteed by the Company; (iii) borrowings with a principal equivalent to approximately
RMB249,357,000 secured by the Group's certain notes receivables; (iv) borrowings with a
principal equivalent to approximately RMB220,000 secured by the Group’s certain bank
deposits.

As at December 31, 2023, secured bank loans mainly included: (i) borrowings with a principal
equivalent to approximately RMB2,400,000,000 guaranteed by the Holding Company (Note
37(c)); (i) borrowings with a principal equivalent to approximately RMB1,002,451,000
guaranteed by the Company; (iii) borrowings with a principal equivalent to approximately
RMBS5,749,000 secured by the Group's certain notes receivables; (iv) borrowings with a
principal equivalent to approximately RMB200,000,000 secured by the trade receivables from
certain subsidiaries.

As at December 31, 2024, guaranteed bank borrowings mainly included: (i) borrowings with a
principal equivalent to approximately RMB896,729,000 guaranteed by the Company, (i}
borrowings with a principal equivalent to approximately RMB22,016,000 secured by the
Group's certain notes receivables.

As at June 1, 2021, the Company issued unsecured RMB denominated RMB settled
convertible bonds (referred to as "Sanhua Convertible Bonds”) in an aggregate principal
amount of RMB3,000,000,000 with a face value of RMB1C0 yuan per bend. As at June 30,
2021, pursuant to the approval from the China Securities Regulatory Commission, Sanhua
Convertible Bonds were listed on the Shenzhen Stock Exchange.

The conversion period for Sanhua Convertible Bonds is from December 7, 2021 to May 31,
2027, with an initial conversion price of RMB21.55 yuan per share subject to anti-dilution
clauses.

Sanhua Convertible Bonds will be redeemed on maturity at a value of the aggregate of 110%
of the outstanding RMB principal amount and all amounts accrued thereon.

The fair value of the liability component of Sanhua Convertible Bonds is estimated using cash
flows discounted at an effective interest rate for an equivalent non-convertible bond of the
Company and subsequently measured at amortized cost basis until it is extinguished on
conversion or redemption, while the fair value of the equity component is the residual amount
of the proceeds attributable to the bonds and is recognized in the “Equity reserves - convertible
bonds”.

24 810 shares, 47,697 shares (Note 30) and 141,926,470 shares (Note 30), totaling
141,998,777 shares were converted during the years ended December 31, 2021, 2022 and
2023, respectively. The remaining 37,663 bonds were redeemed in full during the year ended
December 31, 2023.
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BORROWINGS (CONTINUED)
As at December 31, 2022, 2023 and 2024, the Group’s borrowings were repayable as follows:

As at December 31,

2022 2023 2024
RMB’00G RMB’000 RMB’600
Within 1 year 1,794,549 2,583,346 2,053,766
Between 1 and 2 years 1,371,574 430,801 1,396,236
Between 2 and 5 years 3,206,764 600,000 649,537
6,372,887 3,614,147 4,099,539

Fair value
For the majority of the borrowings, the fair values are not materially different from their carrying

amounts, since either the interest payable on those borrowings is close to current market rates,
or the borrowings are of a short-term nature,
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27.

(@)

BORROWINGS (CONTINUED)

The Company
As at December 31,
2022 2023 2024
RMB'600 RMB’000 RMB000
Secured
Bank loans 2,399,643 2,600,000 -
Unsecured
Bank loans 100,000 - 3,174,000
Debentures 2,776,764 - -
2,876,764 - 3,174,000
Interest payables 2,140 4 381 4 447
Less: current-portion for long-term
borrowings {500,465) {1,371,1958) (500,420)
Less: short-term borrowings (199,744) (202,385) (632,254)
4,578,338 1,030,801 2,045,773
TRADE AND NOTES PAYABLES
The Group
As at December 31,
2022 2023 2024
RMB'000 RMB'000 RMB’000
Trade and notes payables
- Trade payables 3,884,603 4 449 940 5,985,427
— Notes payables 2,580,275 3,418,712 3,791,835
6,464,878 7,866,652 9,777,262

As at December 31, 2022, 2023 and 2024, trade payables include payables for constructions
and equipment were RMB416,796,000, RMB517,815,000 and RMB1,147,490,000.

An aging analysis of the trade payables based on the invoice date as at the end of the reporting

period was as follows:

As at December 31,

Within 3 months

Between 3 and & months
Between 6 months and 1 year
Over 1 year

The Company

Trade and notes payables
— Trade payables
— Notes payables

2022 2023 2024
RMB'000 RMB'000 RMB'000
3,683,659 4,024,580 5,516,132
185,067 259,112 137,788
82,957 121,525 225,306
32,820 44713 106,200
3,884,603 4,449,940 5,985,427
As at December 31,
2022 2023 2024
RMB000 RMB'000 RMB’000
1,384,664 1,465,144 1,208,365
510,878 559,658 560,445
1,895,542 2,024,802 1,768,810
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28.

TRADE AND NOTES PAYABLES (CONTINUED)

An aging analysis of the frade payables based on the invoice date as at the end of the

reporting period was as follows:

Within 3 months
Between 3 and 6 months

Between 6 months and 1 year

Over 1 year

As at December 31,

ACCRUALS AND OTHER PAYABLES

The Group

Salaries, wages and benefits

Warranty provisions

Restricted share repurchase
obligation

Deposits payables

Taxes other than income tax
payables

Accrued fisting expenses

Dividend payables

Other accruals

The Company

Due to subsidiaties

Restricted share repurchase
obligation

Salaries, wages and benefits

Taxes other than income tax
payables

Deposits payables

Accrued listing expenses

Others

2022 2023 2024
RMB'000 RMB'000 RMB'000
1,314,709 1,363,694 1,157,508
44 750 75,432 30,304
13,975 16,505 10,830
11,230 9,513 9,623
1,384,664 1,465,144 1,208,365
As at December 31,
2022 2023 2024
RMB000 RMB’000 RMB'000
475,157 598,801 726,001
15,271 19,371 22,692
214,680 118,010 354,074
13,673 41,717 40,069
75,514 119,665 135,706
- - 9,242
- - 2,528
110,651 71,545 116,808
904,926 969,109 1,407,120
As at December 31,
2022 2023 2024
RMB’000 RMB000 RMB'000
1,616,574 4,169,525 555,840
214,660 118,010 354,074
111,391 127,818 164,621
21,443 98,690 19,982
2,358 7,458 28,151
- “ 9,242
19,255 20,107 19,140
1,985,681 4,541,608 1,151,050
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(a)

OTHER CURRENT AND NON-CURRENT LIABILITIES

The Group
As at December 31,
2022 2023 2024
RMB 000 RMB'000 RMB'000

Other current liabilities
Other tax io be recognized 2,008 2,100 1,274
Other non-current liabilities
Deferred income in relation to government

grants 254,045 379,140 607,754
Long-term salaries, wages and bonuses (a) 34,260 39,840 33,943
Construction agency fees 23,730 18,154 18,154
Deposits 4 831 11,291 -

316,866 448,425 659,851

Long-Term Salaries, Wages and Bonuses

Long-term salaries, wages and bonuses mainly consists of pension obligations and termination
obligations which are measured as defined benefit pians as follows:

As at December 31,

2022 2023 2024
RMB'000 RMB000 RMB'000
Pension obiigations (i) 10,013 11,058 10,069
Clearance (i) 15,158 17,495 13,652
Anniversary benefits (i) 3,400 3,772 3,131
Other long-term benefits to employees (jii) 5,689 7,515 7,091
34,260 39,840 33,943

(i) Pension Obligations

A subsidiary of the Group, AWECO Appliance Systems GmbH & Co. KG, located in Germany,
established a performance-oriented pension plan for the family members of the former owners
(refer to as “Old Shareholders”). The performance-based pension plan defines the amount that
the Old Shareholders receive when they retire and the entitiement of the Old Sharehalders to
monthly pension payments is defined. The performance-oriented pension plan was assigned to
a value that an independent actuary expert has calculated using the business value method. A
corresponding update was made on the balance sheet date.
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(a)

OTHER CURRENT AND NON-CURRENT LIABILITIES (CONTINUED)
Long-Term Salaries, Wages and Bonuses (Continued)
(i) Pension Obligations (Continued)

The actuarial assumptions used to determine the present value of pension obligations are as
foliows:

As at December 21,
2022 2023 2024

Discount rate (%) 3.68% 3.05% 3.29%
Rate of pension increase (%) 0.00% 0.00% 0.00%

The pension increases of 0.0% is justified by the fact that there are no legal or contractual
obligations to increase pensions after the persons in consideration are no longer employees
or shareholders. No adiustments were made in all previous periods either.

The movement of the pension obligations are as follows:

As af December 31,

2022 2023 2024
RMB’000 RMB'000 RMB’000
At the beginning of the year 16,555 10,013 11,058
Net interest 146 367 322
Remeasurement (gains)/iosses {5,974} 749 {178)
Benefits payments (1,084) {672) (677)
Foreign currency exchange differences 370 601 (4566)
At the end of the year 10,013 11,058 10,069

The sensitivity of the pension obligations to changes in the principal assumptions is as below:

As at December 31,

2022 2023 2024
RMB’00G0 RMB’600 RMB'000
Discount rate (%)
- Decreased by 0.50% 10,563 11,671 10,604
Rate of pension increase
- Increased by 0.50% 10,555 11,655 10,586
{ii) Clearances and Anniversary Benefits

In Austria, the Group grants its employees, in accordance with the local laws, benefits after
termination of the employment relationship (clearances) and other long-term benefits
depending on the years of service (anniversaries benefits).

The calculation of performance-related obligations for clearances and anniversaries benefits is
carried out by an independent actuary. The performance-refated commitments include the
years of service as well as the expected salary developments and were determined using the
entitlement present value method.
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(a)

OTHER CURRENT AND NON-CURRENT LIABILITIES (CONTINUED)
Long-Term Salaries, Wages and Bonuses (Continued)
(ii)Clearances and Anniversary Benefits (Continued)

According to Austrian labor law, the settiements are one-off severance payments, which are paid
at the termination of the employment relationship or in the event of retirement. As in the previous
year, the amount paid depends on the time of service and the salary. These provisions apply to
employees who joined the Group before the end of 2002.

Due to changes in the law, a contribution-oriented pension plan is applicable to employees who
joined after this date. In accordance with these provisions, the Group pays a contribution of
1.53% of the monthly salary including additional remuneration (e.g. bonuses) to a pension
insurance after the employee's second month of service. The pension is paid by the pension
insurance after reaching retirement age.

The actuarial assumptions used to calculate the clearances and anniversaries benefits are as
follows:

As at December 31,

2022 2023 2024
Discount rate (%) 4.10% 3.60% 3.25%
Rate of salary increase {%) 2.50% 2.50% 2.50%
Employee fluctuation anniversary (%) 3.20% 3.00% 3.00%
Clearance As at December 31,

2022 2023 2024

RMB'000 RMB'000 RMB’000

At the beginning of the year 20,735 15,158 17,495
Net interest 190 627 564
Remeasurement (gains)/losses {3,170} 1,926 1,614
Cuirent services costs 622 497 487
Benefits payments (3,719) {1,643) (5,747)
Foreign currency differences 500 930 (661)
At the end of the year 15,158 17,495 13,652

Anniversaries benefits

As at December 31,

2022 2023 2024
RMB’000 RMB'000 RMB’000
At the beginning of the year 3,920 3,400 3,772
Net interest 29 138 124
Remeasurement {(gains)/losses (622) 92 (201)
Current services costs 168 138 147
Benefits payments {198) {199) (564)
Foreign currency differences 103 203 (147)
At the end of the year 3,400 3,772 3,131
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OTHER CURRENT AND NON-CURRENT LIABILITIES (CONTINUED)
Long-Term Salaries, Wages and Bonuses (Continued)
{ii) Clearances and Anniversary Benefits (Continued)

The sensitivity of the clearance and anniversaries benefits to changes in the principal
assumptions is:

Clearance As at December 31,
2022 2023 2024
RMB'000 RMB’000 RMB'000
Discount rate {%)
- Decreased by 0.50% 16,115 17,658 14,632
- Increased by 0.50% 14,972 16,811 13,546
Rate of salary increase
- Decreased by 0.50% 14,957 16,803 13,639
- Increased by 0.50% 16,123 17,958 14,5632
Anniversaries benefits As at December 31,
2022 2023 2024
RMB'000 RMB’000 RMB’000
Discount rate (%)
- Decreased hy 0.50% 3,348 3,717 3,078
- Increased by 0.50% 3,132 3,482 2,852
Rate of salary increase
- Decreased by 0.50% 3,132 3,482 2,852
- Increased by 0.50% 3,348 3,717 3,078

{iii} Other Long-Term Benefits to employees

Other long-term benefits to the employees mainly represents employees from Poland that are
entitled to a one-off pension, a disability benefit, a post-employment benefit and, since 2017, to
a benefit depending on the years of service worked (anniversaries benefits).

The Company
As at December 31,
2022 2023 2024
RMB'000 RMB'000 RMB'000
Other non-current liabilities
Deferred income in relation to
government grants 49,179 47,332 56,310
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30.

SHARE CAPITAL

The Group and The Company

Year ended December 31,

2022 2023 2024
Share Number of Share Number of Share Number of
capital shares capital shares capital shares
RMB000 ‘000 RMB'000 ‘000 RMB'000 ‘000
Al the beginning
of the year 3,691,090 3,591,090 3,680,868 3,590,869 3,732,616 3,732,616
Shares issued
upon the
conversion of
convertible
bonds {Note
286) 48 48 141,926 141,926 - -
Cancellation of
shares under
share
schemes {269) (269) {179) (179) (226) {226)
At the end of
the year 3,590,869 3,590,869 3,732,616 3,732,616 3,732,390 3,732,390
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(i)

TREASURY SHARES

The Group and The Company

Year ended December 31,

2022 2023 2024
RMB'000 RMB'000 RMB’000

At the beginning of the year 411,950 330,023 423,469
Repurchase of shares (i) 104,578 190,095 299,978
Exercise of restricted shares {30,870) (90,948) {48,250)
Treasury shares transferred to the

grantees {ii} (325,674) - (577,663)
Recognition of restricted share

repurchase obligation (i) 175,850 - 292,683
Redemption of dividends on

restricted shares (3,942) (4,128) (6,255)
Cancellation of shares under share

schemes {1,869) (1,573) (2,124)
At the end of the year 330,023 423,469 381,848

For the years ended December 31, 2022, 2023 and 2024, the Group repurchased treasury

shares amounting to approximately RMB104,578,000, RMB190,085000 and
RMB299,978,000.

For the years ended December 31, 2022, the Group granted 17,585,000 restricted shares to
certain incentive participants at RMB10.00 per share with a total cash consideration of
RMB175,850,000, of which RMB149,824,000 were debited to "share premium” (Note 34) and
RMB325,674,000 were credited to “treasury shares”. Correspondingly, RMB175,850,000 were
also debited to “treasury shares” and credited to “accruals and other payables” (Note 28) to
recognize the repurchase obligation.

For the year ended December 31, 2024, the Group granted 24,910,000 restricted shares to
certain incentive participants at RMB11.75 per share with a total cash consideration of
RMB292,693,000, of which RMB284,970,000 were debited to “share premium” (Note 34} and
RMB577,663,000 were credited to “treasury shares”. Gorrespondingly, RMB292,693,000 were
also debited to "treasury shares” and credited to “accruals and other payables" {Note 28) to
recognize the repurchase obligation.
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32

SHARE INCENTIVE SCHEME

Pursuant to the restricted share unit incentive scheme and share appreciation right incentive
scheme approved at the interim shareholders’ meeting on May 25, 2022 (the "2022 Restricted
Share Incentive Scheme” and "2022 Share Appreciation Right Incentive Scheme’), the
Company granted 17,585,000 restricted shares to 1,366 incentive participants and 485,000
shares appreciation rights to 41 incentive participants. The grant date was May 31, 2022, and
the granted price was RMB10.00 per share. Under these schemes, the shares are vested
based on the service conditions and performance conditions.

The restricted shares and shares appreciation rights shall be subject to different vesting
service periods from the vesting commencement date: i) 30% of the granted shares and rights
are vested on each anniversary from the vesting commencement date; ii) 30% of the granted
share and right are vested on the second anniversary from the vesting commencement date;
and iii} 40% of granted shares and rights are vested on the third anniversary from the vesting
commencement date.

Pursuant to the restricted share unit incentive scheme and share appreciation right incentive
scheme approved at the interim shareholders' meeting on May 6, 2024 (the "2024 Restricted
Share Incentive Scheme” and "2024 Share Appreciation Right Incentive Scheme"), the
Company granted 24,910,000 restricted shares to 1,933 incentive participants and 560,000
share appreciation rights to 47 incentive participants. The grant date was May 13, 2024, and
the granted price was RMB11.75 per share. Under these schemes, the shares are vested
based on service conditions and performance conditions.

The restricted shares and shares appreciation rights shall be subject to different vesting
service periods from the vesting commencement date: i} 30% of the granted shares and rights
are vested on each anniversary from the vesting commencement date; if) 30% of the granted
share and right are vested on the second anniversary from the vesting commencement date;
and iii) 40% of granted shares and rights are vested on the third anniversary from the vesting
commencement date.

The number of restricted shares and share appreciation rights granted to the Group's
incentive participants is summarized as follows:

Year ended December 31,

2022 2023 2024

{'000) {'000) {('000)
At the beginning of the year 10,342 23,772 12,452
Granted 18,070 - 25470
Vested (4,434) {11,227) (5,272)
Lapsed {206) {92) {504)
At the end of the year 23,772 12,453 32,146

The fair value of the restricted shares was determined on the basis of the single-day closing
price of the circulating shares on the date when the equity instruments are granted, less the
exercise price. The fair value of the share appreciation rights was determined on the basis of
the closing price at each balance sheet date, less the exercise price.

The weighted average remaining contractual life of restricted shares outstanding as at
December 31, 2022, 2023 and 2024 was 1.20 years, 0.99 years and 1.24 years, respectively.
The weighted average remaining contractual life of share appreciation rights outstanding as at
December 31, 2022, 2023 and 2024 was 1.52 years, 0.99 years and 1.22 years, respectively.

The total expenses arising from share-based payments during the Track Record Period are
recorded as part of employee benefit expenses (Note 9).
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RETAINED EARNINGS

The Group

At the beginning of the year

Net profit

Dividends (Note 12)

Appropriation to statutory reserves
At the end of the year

The Company

At the beginning of the year

Net profit

Dividends (Note 12)

Appropriation 1o statutory reserves
At the end of the year

Year ended December 31,

2022 2023 2024

RMB’000 RMB’000 RMB’000
6,615,690 8,133,336 10,002,942
2,573,344 2,920,993 3,099,165
(893,959) (902,996) (1,299,745)
(161,739) (148,391) (152,050)
8,133,336 10,002,942 11,650,312

Year ended December 31,

2022 2023 2024
RMB000 RMB'000 RMB'000
768,647 1,335,689 1,768,214
1,623,335 1,483,912 1,520,506
(893,959) (902,996) (1,299,745)
(162,334) (148,391) (152,050)
1,335,680 1,768,214 1,836,025
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OTHER RESERVES

The Group
Foreign
Share Surplus currency Other
premium reserve differences reserves Total
RMB'000 RMB’000 RMB 000 RMB’000 RMB’000
Balance at January 1, 2022 188,318 701,785 (129,411) 185,101 945 793
Currency translation differences - - 120,868 - 120,868
Conversion of convertible bonds 1,021 - - - 1,021
Share-based payment scheme;
Share-based compensation expenses - - - 66,803 66,803
Treasury shares transferred to the grantees {149,824) - - - (149,824)
Exercise of restricted shares 39,704 - - (39,704) -
Canceliation of shares under share scheme (1,600) - - - (1,600}
Others 1,117 - - (8,334) {7,217)
Appropriation to statutory reserve - 161,739 - - 161,739
Balance at December 31, 2022 78,736 863,524 (8,543) 203,866 1,137,583
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OTHER RESERVES (CONTINUED)

The Group (continued)

Foreign
Share Surplus currency Cther
premium reserve differences reserves Total
RMB000 RMB'000 RMB'000 RMB000 RMB'000

Balance at January 1, 2023 78,736 863,524 (8,543) 203,866 1,137,683

Currency translation differences - - 123,300 - 123,300

Conversion of convertible bonds 3,104,717 - - - 3,104,717

Share-based payment scheme:

-  Share-based compensation expenses - - - 51,168 51,168
Exercise of restricted shares 95,331 - - (95,331) -
Cancellation of shares under share scheme {1,392) - - - {1,392}

I-__ Others 13,996 - - 4,552 18,548

Appropriation to statutory reserve - 148,391 - - 148,391

Balance at December 31, 2023 3,291,388 1,011,815 114,757 164,255 4,582,315
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OTHER RESERVES (CONTINUED)

The Group (continued)

Balance at January 1, 2024

Currency translation differences

Capital contribution

Share-based payment scheme:

- Share-based compensation expenses

- Treasury shares transferred to the grantees
- Exercise of restricted shares

- Cancellation of shares under share scheme
- Others

Transaction with non-controlling interests
Appropriation to statutory reserve

Balance at December 31, 2024

Foreign
Share Surpius currency Other
premium reserve differences reserves Total
RMB'000 RMB000 RMB'G00 RMB'000 RMB’000
3,291,388 1,011,915 114,757 164,255 4,682,315
- - (253,120) - (2563,120)
- - - 109,071 109,071
(284,970) - - - (284,870)
38,190 - - {38,150} -
(1,898) - - - (1,898)
1,134 - - {(2,964) (1,830)
(4,702) - - - (4,702}
- 152,050 - - 152,050
3,039,142 1,163,965 (138,363) 232,172 4,296,916
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OTHER RESERVES (CONTINUED)

The Company

Balance at January 1, 2022

Conversion of convertible bonds

Share-based payment scheme:

- Share-based compensation expenses

- Treasury shares transferred to the grantees
- Exercise of restricted shares

- Cancellation of shares under share scheme
- Others

Appropriation to statutory reserve

Balance at December 31, 2022

Balance at January 1, 2023

Conversion of convertible bonds

Share-based payment scheme:

- Share-based compensation expenses

- Exercise of restricted shares

- Cancellation of shares under share scheme
- Ofthers

Appropriation to statutory reserve

Balance at December 31, 2023

Share Surplus Other
premium reserve reserves Total
RMB'000 RMB'000 RMB000 RMEQ00
1,074,775 573,096 192,833 1,840,704
1,021 - - 1,021
- - 66,803 66,803
(149,824) - - (149,824)
39,704 - (39,704) -
(1,600) - - (1,600)
279 - (3,460) {3,181)
- 162,334 - 162,334
964,355 735,430 216,472 1,916,257
Share Surplus Other
premium reserve reserves Total
RMB'0C0 RMB'000 RMB'000 RMB’000
964,355 735,430 216,472 1,916,257
3,104,717 - - 3,104,717
- - 51,168 51,168
95,331 - {95,331) -
(1,392) - - (1,392)
12,586 - 3,372 15,958
- 148,391 - 148,391
4,175,597 883,821 175,681 5,235,099
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OTHER RESERVES (CONTINUED)

The Company {continued}

Balance at January 1, 2024

Share-based payment scheme:

- Share-based compensation expenses

- Treasury shares transferred to the grantees
- Exercise of restricted shares

- Cancellation of shares under share scheme
- {Others

Appropriation fo statutory reserve

Balance at December 31, 2024

Share Surplus Other
premium reserve reserves Total

RMB000 RMB’000 RMB000 RMB'000
4 175,597 883,821 175,681 5,235,099
- - 108,071 108,071
(284,970) - - (284,970)
38,190 - (38,120) -
{1,888) - - (1,898)
556 - (2,135) (1,579)
- 152,050 - 152,050
3,927,475 1,035,871 244,427 5,207,773
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(a)

(b}

NOTES TO CONSOLIDATED STATEMENTS OF CASH FLOWS

Reconciliation of Profit Before Income Tax to Net Cash Generated from Operations:

Profit before income tax for the year

Adjustments for:

interest income

Finance cost

Depreciation and amortization of non-
current assets

Net (gains)/losses on disposal of
property, plant and equipment and
other non-current assets

Net impairment losses on financial
assets

Impairment provision for inventories
and other non-current assets

Share of profit of associates, net

Net losses on financial instruments

Net foreign exchange gains

Share-based compensation expenses

Change in working capital:
increase in receivables
Increase in payables
Increase in inventories

Cash generated from operations

Non-Cash Activities

Purchase of inventories and long-
term assets by acceptance notes

Convertible bonds converted to
shares (Note 35(c})

Additions of right-of-use assets by
way of leasing liabilities (Note 17)

Year ended December 31,

-05-

2022 2023 2024
RMB'000 RMB'000 RMB'000
3,051,258 3,553,264 3,691,687
(188,128) (159,145) (130,316)
235,871 229,583 132,384
641,422 809,951 1,013,524
{445,368) 1,157 14,595
97,762 51,478 56,379
93,592 55,377 62,921
(7,732) (7,988) (8,925)
197,027 88,148 129,217
(230,937} (149,888) (62,261)
66,803 51,168 109,071
{1,663,712) {1,381,815) (1,554,411)
1,616,251 1,056,489 1,908,077
(790,662) {343,251) {718,017)
2,674,147 3,854,532 4,643,925
Year ended December 31,
2022 2023 2024
RMB'000 RMB’000 RMB'000

153,096 190,928 281,580
- 2,837,347 -
204,356 222,856 427,606
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(c)

NOTES TO CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

Net Debt Reconciliation

At January 1, 2022
Financing cash flows
Interest paid

Interest accrued

Other non-cash movements
At December 31, 2022

At January 1, 2023

Financing cash flows

Interest paid

Interest accrued

Other non-cash movements (i)
At December 31, 2023

At January 1, 2024
Financing cash flows
Interest paid

interest accrued

Other non-cash movements

At December 31, 2024

Bank
borrowings
and other Lease
borrowings Debentures liabilities Total
RMB’000 RMB’000 RMB’000 RMB’000
3,265,422 2,652,036 195,555 6,113,013
331,018 - {62,191) 268,827
(113,639) (5,999) (1,334) {120,972)
99,315 132,563 1,334 233,212
14,007 (1,836) 136,325 148,496
3,506,123 2,776,764 269,689 6,642,576
3,596,123 2,776,764 269,689 6,642,576
275,623 (3,563) (98,683) 173,387
(126,148) (11,994) (6,127) (143,269)
130,824 76,130 5,127 212,081
(262,275) (2,837,347) 119,187 {2,980,435)
3,614,147 - 290,193 3,904,340
3,614,147 - 290,193 3,904,340
537,730 - (105,305) 432,425
{131,871) - (18,704} (150,575)
133,563 - 18,704 152,267
{54,030} - 143,599 89,669
4,099,539 - 328,487 4,428,026

(i) Other non-cash movements mainly include conversion of Sanhua Convertible Bonds for
the year ended December 31, 2023 (Note 26).
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36.1

36.2

37

(a)

CONTINGENCIES AND COMMITMENTS

Contingencies

The Group and the Company have contingent liabilities in respect of claims or other legal
procedures arising in its ordinary course of business from time to time. As at December 31, 2022,
2023 and 2024, the directors of the Company did not anticipate that any material liabilities will
arise from the contingent liabilities other than those provided for in the Financial Information.
Capital Commitments

The following shows the major capital commitments of the Group:

As at December 31,

2022 2023 2024
RMB’000 RMB'000 RMB’000
Property, plant and equipment
commitments:
- Contracted, but not provided for 752,899 1,457,415 1,625,863
- Authorized, but not contracted 2,354,399 5,652,048 5,457 978
3,107,298 7,109,463 6,983,841

On January 4, 2024, the Group and its subsidiary Hangzhou Xiantu Electronics Co., Ltd. (B
S ia BT R A R (hereinafter referred to as “Xiantu Electronics”) signed an investment
agreement with Hangzhou Qiantang New Area Management Committee (Fi/HeS T X EHE
4 for the Sanhua Intelligent Control Future Industrial Center project. The project consists of

two sub projects with a planned total investment of no less than RMB5,000,000,000. Up to
December 31, 2024, about RMB4,799,502,000 was authorized but not contracted yet.

RELATED PARTY TRANSACTIONS

Parent Entities

Place of
Name incorporation Ownership interest
As at
December 31,
2022 2023 2024
Sanhua Holding Group Co., Lid. Zhejiang, PRC 47.83% 45.31% 45.31%

The Company's ultimate holding company is Sanhua Holding Group Co., Ltd. and the uitimate
controiling person are Mr. Zhang Daocai, Mr. Zhang Yabo and Mr. Zhang Shaobo.
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(b)

RELATED PARTY TRANSACTIONS (CONTINUED)

Names and Relationship with Related Parties

Related parties are those parties that have the ability, directly and indirectly, to control, jointly control
or exercise significant influence over the other party in making financial and operating decisions.
Parties are also considered to be related because they are subject to common control and common
joint controf in the controlling shareholder’s families. Members of key management and their close
family member of the Group are also considered as related parties.

The directors of the Company are of the view that the following parties were significant related par
ties of the Group that had transactions or balances with the Group for the years ended December

31, 2022, 2023 and 2024:

Name of the related parties

Relationship with the Group

Zhejiang Sanhua Green Energy Industrial Group Co., Ltd.
(IR = A5 g Rl J AT IR 2 )

Hangzhou Tongchan Machinery Co., Ltd.

(WA PLEEAT SR 7]

Hangzhou Sanhua Research institute Co., Lid.

(BUH =R R B A W]

Hangzhou Lvneng New Energy Vehicle Parts Co,, Lid.
(b 5 T R R R I A ] )

Hangzhou Sanhua International Building Co., Ltd.

(BE N =AE 5K A R A W)

Xinchang County Sanhua Property Management Co., Ltd.
(7 B B = 7E Bl A A B A R])

Shanghai Sanhua Electric Co., Ltd.

(L =R FIRAE)

Zhejiang Sanhua Zhicheng Real Estate Development Co., Ltd.

GIRT ZIEE UEIb - K E R A )

Zhejiang Haoyuan Technology Co., Lid.

(WL ERRRH A IR A w])

Ningbo Fuerda Intelligent technology Co., Ltd.
(TR A R R B AR B R A W)

Wuhu Alda Technology Co., Lid.
(FEHOER A R IEAF)

Hangzhou Formost Material Technoiogy Co., Lid.
(FLRIARET AR R H IR A )

Ningbo Jiaerling Pneumatic Machinery Co., Lid.
(TR RSN A IR A E])

Tianjin Sanhua Industrial Park Management Co., Ltd.
(R ARl bl B AT BR 2 B])

Shaoxing Sanhua Zhiyue Real Estate Development Co., Lid.
(RN =R R = I R A TR A H])

Shanghai Shijia Technology Co., Lid.
(LN B RAR)

Chongging Tainuo Machinery Co., Lid.

(B B ARG IR 24D

Qingdao Sanhua Jinlifeng Machinery Co., Ltd.

(F & = EMR LR IR A D)

Zhangshan Xuanyi Pipe Making Co., Ltd.

(Pl BEERE A IRA )

Ningbo Jinlifeng Machinery Co., Ltd.
(TR A R A )

Xinchang Jiaerling Technelogy Co., Lid.
(HERABRGNE) AR AR

Fuerda Smartech S DE Ri. DE CV

Ningbo Hongrong Business Managing Partnership Enterprise
(TR IS A B Ak Al (F BR-A 1K)
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A shareholder of the Company
A fellow subsidiary of the parent company

A fellow subsidiary of the parent company
A fellow subsidiary of the parent company
A fellow subsidiary of the uliimate
controlling sharehofder before March 2022
A fellow subsidiary of the parent company
A fellow subsidiary of the parent company
A fellow subsidiary of the parent company
A feliow subsidiary of the parent company
A feflow subsidiary of the parent company
A fellow subsidiary of the parent company
An associate of the parent company

An associate of the parent company

A fellow subsidiary of the parent company
A feliow subsidiary of the parent company
A fellow subsidiary of the parent company
A non-executive director of the

Company is a director of this entity

An associate of the Group

An associate of the Group

An associate of the Group

An associate of the Group

A fellow subsidiary of the parent company
A fellow subsidiary of the parent company
A key management personnel of the

Company is the controlling shareholder of
this entity
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(c)

RELATED PARTY TRANSACTIONS {CONTINUED)

The following transactions and balances were carried out between the Group and its related
parties during the Track Record Period. In the opinion of the directors of the Company, the
related party transactions were carried out in the normal course of business and at terms
negotiated between the Group and the respective related parties. In addition fo those
disclosed elsewhere in the Consolidated financial statements, the Group has the following

transactions with related parties:

Material Transactions with Related Parties

Purchase of goods and services:

Fellow subsidiaries of the parent
company

Associates of the Group

Fellow subsidiaries of the ultimate
controlling shareholder

Parent company

Associates of the parent company

Sales of goods and rendering of
services:

Fellow subsidiaries of the parent
company

Associates of the Group

Fellow subsidiaries of the ultimate
controlling shareholder

Parent company

Associates of the parent company

Others

Rental income:

Feltow subsidiaries of the parent
company

Parent company

Associates of the parent company

Year ended December 31,

2022 2023 2024
RMB'000 RMB’000 RMB'000
56,075 67,590 56,599
2214 4471 17,890
310 - -
117 580 1,495
22 148 63
58,738 72,799 76,047
Year ended December 31,
2022 2023 2024
RMB'000 RMB000 RMB'000
6,319 940 4,590
1,679 831 668
21,471 4,168 -
1,705 1,687 1,888
249 287 374
- 308 359
31,423 8,221 7,880
Year ended December 31,
2022 2023 2024
RMB'000 RMB’000 RMB'000
. 48 2,295
5,309 5,309 5,360
1,237 1,255 1,287
6,546 6,612 8,942
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RELATED PARTY TRANSACTIONS (CONTINUED)

Year ended December 31,

2022 2023 2024
RMB’000 RMB'000 RMB'000
Rental expenses:
Fellow subsidiaries of the parent
company 6,383 10,249 10,174

For the year ended December 31, 2024, additions of right-of-use assets is RMB14,782,000.
As at December 31, 2024, the balance of lease liabilities is RMB17,170,000.

Year ended December 31,

2022 2023 2024
RMB'000 RMB'000 RMB'000
Utility cost reallocation — received
from:
Fellow subsidiaries of the parent
company 2,555 26,717 30,784
Parent company 854 831 815
Associates of the parent company 1,262 985 646
4,671 28,533 32,245
Utility cost reallocation — paid to:
Fellow subsidiaries of the parent
company 22,921 10,122 9,326
Year ended December 31,
2022 2023 2024
RMB’000 RMB'000 RMB000
Purchase of property, plant and
equipment:
Fellow subsidiaries of the parent
company 2,065 1,121 392
Parent company - 132 -
2,055 1,253 392
Disposal of property, plant and
equipment:
Fellow subsidiaries of the parent
company 205 - 322
As at December 31,
2022 2023 2024
RMB'000 RMB’000 RMB'000
Guarantee provided by the parent
company
- Bank borrowings 2,300,000 2,400,000 -
- Letter of guarantee - 3,000 -
2,300,000 2,403,000 -
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(d)

RELATED PARTY TRANSACTIONS (CONTINUED)

Balance with Related Parties

Trade and notes receivables

- Feliow subsidiaries of the parent
company

- Associates of the Group

- Fellow subsidiaries of the ultimate
controlling shareholder

- Associates of the parent company

- Others

Less: credit loss aliowance

As at December 31,

2022 2023 2024
RMB'000 RMB’000 RMB’000

578 3 7,765

- 10 80

9,075 - .

6 - )

- 48 125

9,659 61 7,970

(483) (3) (398)

9,176 58 7,672

For the years ended December 31, 2022 and 2024, the amount of expense recognized in the
year in respect of bad and doubtful debts are RMB206,000 and RMB395,000, respectively. For
the year ended December 31, 2023, the amount of expense reversed in the year in respect of

bad and doubtful debts are RMB480,000.

Trade and notes payables

- Fellow subsidiaries of the parent
company

- Associates of the Group

Prepayments, other receivables and
other assets:
- Fellow subsidiaries of the parent
company
- Assaociates of the Group
- Others

Less: provision for impairment

1,072 658 4937
14,796 - 9,565
15,868 658 14,502

As at December 31,
2022 2023 2024
RMB’000 RMB’000 RMB000
670 670 670
- 68 -
- - 458
670 738 1,128
(51) (67) {67)
619 671 1,061

For the years ended December 31, 2022, 2023 and 2024, the amount of expense recognized in
the year in respect of bad and doubtful debts are RMB 18,000, RMB16,000 and nit, respectively,

Accruals and other payables:
- Fellow subsidiaries of the parent

company 20 1,093 4,763
- Associates of the parent company 100 100 100
120 1,193 4,863

All the balances with the related parties are trade in natures.
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(e)

38.

RELATED PARTY TRANSACTIONS (CONTINUED)
Key Management Compensation

Compensation of the key management personnel of the Group, including amounts paid to
the Company’s directors and supervisors as disclosed in Note 9(a), was as follows:

Year ended December 31,

2022 2023 2024
RMB'000 RMB'000 RMB'000

Fees 357 324 324

Salaries, wages and bonuses 16,363 16,853 20,870

Share-based compensation expenses 1,951 1,374 2,197
Pension costs, housing fund, medical

insurance and other social benefits 348 387 432

19,019 18,938 23,823

As at December 31, 2022, 2023 and 2024, approximately RMB5,283,000, RMB4,383,000,
and RMB7,140,000 of payroll payables which were unpaid as at year end are included in
accruals and other payables. The share-based payments provided to key management
personnel consist of restricted share incentive schemes which are equity-settied, see Note
32.

EVENTS AFTER THE REPORTING PERIOD

On March 25, 2025, a final dividend in respect of the year ended December 31, 2024 of
RMB2.5 per 10 shares (tax inclusive) has been proposed by the Board of Directors. On April
16, 2025, the proposed final dividend in respect of 2024 is approved by the Shareholders’
meeting. These financial statements do not reflect this dividend payable as it was not approved
as at the balance sheet date.
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(1)

SUMMARY OF OTHER ACCOUNTING POLICIES
Principles of Consolidation

The Consolidated financial statements incorporate the financial statements of the Company
and entities (including structured entities) controlied by the Company and its subsidiaries.
Control is achieved when the Company:

. has power over the investee;
« isexposed, or has rights, to variable returns from its involverment with the investee; and
s has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control listed above.

When the Group has less than a majority of the voting rights of an investee, it has power
over the investee when the voting rights are sufficient to give it the practical ability to direct
the relevant activities of the investee unilaterally. The Group considers all relevant facts and
circumstances in assessing whether or not the Group's voting rights in an investee are
sufficient to give it power, including:

« the size of the Group's holding of voting rights relative to the size and dispersion of
holdings of the other vote holders;

« potential voting rights held by the Group, other vote holders or other parties;

s rights arising from other contractual arrangements; and

« any additional facts and circumstances that indicate that the Group has, or does not
have, the current ability to direct the relevant activities at the time that decisions need
to be made, including voting patterns at previous shareholders’ meetings.

Consolidation of a subsidiary begins when the Company obtains controt over the subsidiary
and ceases when the Company loses control of the subsidiary. Specifically, income and
expenses of a subsidiary acquired or disposed of during the year are included in the
consolidated statement of profit or loss and consolidated statement of comprehensive
income from the date the Company gains control until the date when the Company ceases
to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the
owners of the Company and to the non-controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the Company and to the non-controlling interests
even if this results in the non-controfling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring
their accounting policies into line with the Group's accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to
transactions between members of the Group are eliminated in fult on consolidation.

Non-controlling interests in subsidiaries are presented separately from the Group's equity

therein, which represent present ownership interests entitling their holders to a proportionate
share of net assets of the relevant subsidiaries upon liquidation.
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(1)

)

SUMMARY OF OTHER ACCOUNTING POLICIES (CONTINUED)
Principles of Consolidation {Continued)
Changes in the Group's ownership interests in existing subsidiaries

Changes in the Group's ownership interests in existing subsidiaries that do not result in the
Group losing control over the subsidiaries are accounted for as equity transactions. The
carrying amounts of the Group's relevant components of equity and the non-controiling
interests are adjusted to reflect the changes in their relative interests in the subsidiaries,
including re-attribution of relevant reserves between the Group and the non-controlling
interests according to the Group's and the non-controlling interests' proportionate interests.

Any difference between the amount by which the non-controlling interests are adjusted, and
the fair value of the consideration paid or received is recognized directly in equity and
attributed to owners of the Company.

When the Group loses control of a subsidiary, the assets and liabilities of that subsidiary and
non-controlling interests (if any)} are derecognized. A gain or loss is recognized in profit or
loss and is calculated as the difference between (i) the aggregate of the fair value of the
consideration received and the fair value of any retained interest and (ii} the carrying amount
of the assets (including goodwill), and liabilities of the subsidiary attributable to the owners
of the Company. All amounts previously recognized in other comprehensive income in
relation to that subsidiary are accounted for as if the Group had directly disposed of the
related assets or fiabilities of the subsidiary. The fair value of any investment retained in the
former subsidiary at the date when contro! is lost is regarded as the fair value on initial
recognition for subsequent accounting under /FRS § or, when applicable, the cost on initial
recognition of an investment in an associate.

investments in Associates

An associate is an entity over which the Group has significant influence. Significant influence
is the power to participate in the financial and operating policy decisions of the investee but
is not contral or joint control over thase policies.

The results and assets and liabilities of associates are incorporated in these Consolidated
financial statements using the equity method of accounting. The financial statements of
associates used for equity accounting purposes are prepared using uniform accounting
policies as those of the Group like transactions and events in similar circumstances, unless
allowed by other standards. Under the equity method, an investment in an associate is
initially recognized in the consolidated statement of financial position at cost and adjusted
thereafter to recognize the Group's share of the profit or loss and other comprehensive
income of the associate. When the Group's share of losses of an associate exceeds the
Group's interest in that associate (which includes any long-term interests that, in substance,
form part of the Group's net investment in the associate), the Group discontinues recognising
its share of further losses. Additional losses are recognized only to the extent that the Group
has incurred legal or constructive obligations or made payments on behalf of the associate.
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(2)

SUMMARY OF OTHER ACCOUNTING POLICIES (CONTINUED)
Investments in Associates {Continued)

An investment in an associate is accounted for using the equity method from the date on
which the investee becomes an associate. On acquisition of the investment in an associate,
any excess of the cost of the investment over the Group's share of the net fair value of the
identifiable assets and liabilities of the investee is recognized as goodwill, which is inciuded
within the carrying amount of the investment. Any excess of the Group's share of the net fair
value of the identifiable assets and liabilities over the cost of the investment, after
reassessment, is recognized immediately in profit or loss in the period in which the
investment is acquired.

The Group assesses whether there is objective evidence that the interest in an associate
may be impaired. When any objective evidence exists, the entire carrying amount of the
investment (including goodwill) is tested for impairment in accordance with IAS 36
Impairment of Assets as a single asset by comparing its recoverable amount (higher of value
in use and fair value less costs of disposal) with its carrying amount. Any impairment loss
recognized is not allocated to any asset, including goodwill that forms part of the carrying
amount of the investment. Any reversal of that impairment loss is recognized in accordance
with IAS 36 to the extent that the recoverable amount of the investment subsequently
increases.

When the Group ceases to have significant influence over an associate, it is accounted for
as a disposal of the entire interest in the investee with a resulting gain or loss being
recognized in profit or loss. When the Group retains an interest in the former associate and
the retained interest is a financial asset within the scope of IFRS 9, the Group measures the
retained interest at fair value at that date and the fair value is regarded as its fair value on
initial recognition. The difference between the carrying amount of the associate and the fair
value of any retained interest and any proceeds from disposing the relevant interest in the
associate is included in the determination of the gain or oss on disposal of the associate. In
addition, the Group accounts for ali amounts previously recognized in other comprehensive
income in relation to that associate on the same basis as would be required if that associate
had directly disposed of the related assets or liabilities. Therefore, if a gain or loss previously
recognized in other comprehensive income by that associate would be reclassified to profit
or loss on the disposal of the related assets or liabilities, the Group reclassifies the gain or
loss from equity to profit or loss (as a reclassification adjustment) upon disposal/partial
disposal of the relevant associate

The Group continues to use the equity method when an investment in an associate becomes
an investment in a joint venture or an investment in a joint venture becomes an investment
in an associate. There is no remeasurement to fair vaiue upon such changes in ownership
interests.

When a group entity transacts with an associate or a joint venture of the Group, profits and
losses resulting from the transactions with the associate or joint venture are recognized in
the Group's Consolidated financial statements only to the extent of interests in the associate
or joint venture that are not related to the Group.

The investments in associates and joint ventures are stated at cost less impairment in the
Company’s statement of financial position. The results of associates and joint ventures are
accounted for by the Company on the basis of dividends received and receivable.

Changes in the Group’s inferests in associates

When the Group reduces its ownership interests in an associate or a joint venture but the
Group continues to use the equity method (including situations that change of ownership
interest in an associate or a joint venture due to capital increase of other shareholders to the
associate or the joint venture), the Group reclassifies to profit or loss the proportion of the
gain or loss that had previously been recognized in other comprehensive income relating to
that reduction in ownership interests if that gain or loss would have been reclassified to profit
or loss on the disposal of the related assets or liabilities.
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(3)

SUMMARY OF OTHER ACCOUNTING POLICIES (CONTINUED)
Business Combinations
{i) Business Combination not Under Common Controls

The acquisition method of accounting is used to account for alt business combinations
(except for the business combinations under common controls), regardless of whether equity
instruments or other assets are acquired. The consideration transferred for the acquisition
of a subsidiary comprises the:

fair vatues of the assets transferred

liabilities incurred to the former owners of the acqguired business

equity interests issued by the Group

fair value of any asset or liability resulting from a contingent consideration arrangement,
and

e fair value of any pre-existing equity interest in the subsidiary.

identifiable assets acquired and liabilities and contingent fiabilities assumed in a business
combination are, with limited exceptions, measured initially at their fair vaiues at the
acquisition date. The Group recognizes any non-controlfing interest in the acquired entity on
an acquisition-by-acquisition basis either at fair value or at the non-controlling interest's
proportionate share of the acquired entity's net identifiable assets.

Acquisition-related costs are expensed as incurred.

The excess of the consideration transferred, amount of any non-controlling interest in the
acquired entity, and acquisition date fair value of any previous equity interest in the acquired
entity over the fair value of the net identifiable assets acquired is recorded as goodwill. If
those amounts are less than the fair value of the net identifiable assets of the business
acquired, the difference is recognized directly in profit or loss as a bargain purchase.

Where settlement of any part of cash consideration is deferred, the amounts payable in the
future are discounted to their present value as at the date of exchange. The discount rate
used is the entity’s incremental borrowing rate, being the rate at which a similar borrowing
could be obtained from an independent financier under comparable terms and conditions.
Contingent consideration is classified either as equity or a financial liability. Amounts
classified as a financial liability are subsequently remeasured to fair value, with changes in
fair value recognized in profit or loss.

(ii) Business Combination Under Common Controls

An acquisition of a business which is a business combination under common control is
accounted for in a manner simitar to a uniting of interests whereby the assets and liabilities
acquired are accounted for at carryover predecessor values to the other party to the
business combination with all periods presented as if the operations of the Group and the
business acquired have always been combined. The difference between the consideration
paid by the Group and the net assets or liabifities of the business acquired is adjusted against
equity.
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(8)

SUMMARY OF OTHER ACCOUNTING POLICIES {(CONTINUED)

Separate Financial Statements

Investments in subsidiaries are accounted for at cost less impairment. Cost includes direct
attributable costs of investment. The results of subsidiaries are accounted for by the
Company on the basis of dividend received and receivable.

Impairment test of the investments in subsidiaries is required upon receiving a dividend from
these investments if the dividend exceeds the total comprehensive income of the subsidiary
in the period the dividend is declared or if the carrying amount of the investment in the
separate financial statements exceeds the carrying amount of the investee’s net assets
including goodwill.

Foreign Currencies
(i) Functional and Presentation Currency

items included in the financial statements of each of the Group’s entities are measured using
the currency of the primary economic environment in which the entity operates (‘the
functional currency”). Since the majority of the assets and operations of the Group are
located in the PRC, the Consolidated financial statements are presented in RMB, which is
also the Company’s functional and the Group’s presentation currency.

(i} Transactions and Balances

Foreign currency transactions are translated into the functional currency using the exchange
rates at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation of monetary assets and liabilities
denominated in foreign currencies at year end exchange rates are generally recognized in
profit or loss. They are deferred in equity if they relate to qualifying cash flow hedges.

Foreign exchange gains and losses that relate to borrowings are presented in the
consolidated statements of profit or loss, within finance costs. All other foreign exchange
gains and losses are presented in the consolidated statements of profit or loss on a net basis
within other gains/{iosses), net.

Non-monetary items that are measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was determined. Translation
differences on assets and liabilities carried at fair value are reported as part of the fair value
gain or loss. For example, transiation differences on non-monetary assets and liabilities such
as equities held at FVPL are recognized in profit or loss as part of the fair value gain or loss
and translation differences on non-monetary assets such as equities classified as fair value
through other comprehensive income are recognized in other comprehensive income.

(ir) Group Companies

The results and financial position of all the Group entities that have a functionai currency
different from the presentation currency are translated into the presentation currency as
follows:

® assets and liabilities for each statement of financial position of the Group's entities are
translated at the closing rate at the end of the reporting period,

® income and expenses for each statement of profit or loss of the Group’s entities are
translated at average exchange rates (unless this average is not a reasonable
approximation of the cumulative effect of the rates prevailing on the transaction dates,
in which case income and expenses are translated at the dates of the transactions);
and

e all resulting exchange differences are recognized in other comprehensive income.
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(7)

SUMMARY OF OTHER ACCOUNTING POLICIES (CONTINUED)
Foreign Currencies {Continued)

On consolidation, exchange differences arising from the translation of the net investment in
foreign operations are taken to other comprehensive income. When a foreign operation is
partially disposed of or sold, exchange differences that were recorded in equity are
reclassified to profit or loss, as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated
as assets and liabilities of the foreign entity and transiated at the closing rate.

Investment Properties

Investment properties are properties held to earn rentals and/or for capital appreciation
{including properties under construction for such purposes). Investment properties include
tand held for undetermined future use, which is regarded as held for capital appreciation
purpose.

investment properties are initially measured at cost, including any directly attributable
expenditure. Subsequent to initial recognition, investment properties are stated at cost less
subsequent accumulated depreciation and any accumulated impairment losses.
Depreciation is recognized so as to write-off the cost of investment properties over their
estimated useful lives and after taking into account of their estimate residual vaiue, using
the straight-line method..

An investment property is derecognized upon disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from its
disposal. Any gain or loss arising on derecognition of the property (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) is
inciuded in profit or loss in the period in which the property is derecognized.

Property, Plant and Equipment

Property, plant and equipment are tangible assets that are held for use in the production or
supply of goods or services, or for administrative purposes, other than construction in
progress, are stated at cost less accumulated depreciation and any impairment losses. The
cost of an item of property and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and location for its intended
use.

Expenditure incurred after items of property, plant and equipment have been put into
operation, such as repairs and maintenance, is normally charged to the statement of profit
or loss in the period in which it is incurred. In situations where the recognition criteria are
satisfied, the expenditure for a major inspection is capitalized in the carrying amount of the
asset as a replacement. Where significant parts of property and equipment are required to
be replaced at intervals, the Group recognizes such parts as individual assets with specific
useful lives and depreciates them accordingly.

Where parts of an item of property and equipment have different useful lives, the cost of
that item is allocated on a reasonable basis among the parts and each part is depreciated
separately. Residual values, useful Jives and the depreciation method are reviewed, and
adjusted if appropriate, at least at each financial year end.

An item of property and equipment including any significant part initially recognized is
derecognized upon disposal or when no future economic benefits are expected from its use
or disposal. Any gain or loss on disposal or retirement recognized in the statement of profit
or loss in the year the asset is derecognized is the difference between the net sales
proceeds and the carrying amount of the relevant asset.
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SUMMARY OF OTHER ACCOUNTING POLICIES (CONTINUED)
Property, Plant and Equipment (Continued)

Construction in progress mainly represents buildings under construction, which is stated at
cost less any impairment losses, and is not depreciated. Cost comprises the direct costs of
construction and capitalized borrowing costs on related borrowed funds during the period of
construction. Construction in progress is reclassified to the appropriate category of property
and equipment when completed and ready for use.

Impairment of Non-Financial Assets

Intangible assets that have an indefinite useful fife or are not yet available for use are not
subject to amortization and are tested annually for impairment, or more frequently if events
or changes in circumstances indicate that they might be impaired. Other assets are reviewed
for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be fully recoverable. An impairment loss is recognized for the amount by
which the asset's carrying amount exceeds its recoverable amount. The recoverable amount
is the higher of an asset's fair value less costs of disposal and value in use. For the purpose
of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units). Non-financial assets other than
goodwill that suffered impairment are reviewed for possible reversal of the impairment at
each reporting date.

Cash and Cash Equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents
comprise cash on hand and demand deposits, and short term highly liguid investments that
are readily convertible into known amounts of cash, which are subject to an insignificant risk
of changes in value, and have a short maturity of generally within three months when
acquired.

Financial Assets

{i) Classification

The Group classifies its financial assets in the following measurement categories:

e those to be measured subsequently at fair value (either through other comprehensive
income, or through profit or loss), and

® those to be measured at amortized cost.

The classification depends on the entity's business model for managing the financial assets
and the contractual terms of the cash flows.

For assets measured at fair value through profit and loss, gains and losses will be recorded
in profit or loss.

(ii) Recognition and Derecognition

Regular way purchases and sales of financial assets are recognized on trade-date, the date
on which the Group commiits to purchase or sell the asset. Financial assets are derecognized
when the rights to receive cash flows from the financial assets have expired or have been
transferred and the Group has transferred substantially alt the risks and rewards of
ownership.
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SUMMARY OF OTHER ACCOUNTING POLICIES (CONTINUED)
Financial Assets (Continued)
(iii) Measurement

At initial recognition, the Group measures a financial asset at its fair value plus, in the case
of a financial asset not at FVPL, transaction costs that are directly attributable to the
acquisition of the financial asset. Transaction costs of financial assets carried at FVPL are
expensed in profit or loss.

Debt instruments

Subseguent measurement of debt instruments depends on the Group's business mode| for
managing the asset and the cash flow characteristics of the asset. There are three
measurement categories into which the Group classifies its debt instruments:

® Amortized cost: Assets that are held for collection of contractual cash flows, where
those cash flows represent solely payments of principal and interest, are measured at
amortized cost. Interest income from these financial assets is included in finance
income using the effective interest rate method. Any gain or loss arising on
derecognition is recognized directly in profit or foss and presented in other
gainsf/(losses), net together with foreign exchange gains and losses. Impairment losses
are presented as separate line item in the statement of profit or loss.

® FVPL: Assets that do not meet the criteria for amortized cost or FVOC! are measured
at FVPL. A gain or loss on a debt investment that is subsequently measured at FVPL
is recognized in profit or loss and presented net within other gains/(losses), net in the
period in which it arises.

{iv} Impairment of Financial Assets

The Group recognizes an allowance for expected credit losses (“ECLs") for all debt
instruments not held at fair value through profit or loss. ECLs are based on the difference
between the contractual cash flows due in accordance with the contract and all the cash
flows that the Group expects to receive, discounted at an approximation of the original
effective interest rate. The expected cash fiows will incfude cash flows from the sale of
collateral held or other credit enhancements that are integral to the contractual terms.
Details, please refer to credit risks in Note 3.2.
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SUMMARY OF OTHER ACCOUNTING POLICIES (CONTINUED)
Derivative Financial Instruments and Hedging Activities

Derivatives are initially recognized at fair value on the date a derivative contract is entered
into and are subsequently remeasured to their fair value at the end of each reporting period.
The accounting for subsequent changes in fair value depends on whether the derivative is
designated as a hedging instrument, and if so, the nature of the item being hedged. The
Group designates certain derivatives as either:

® hedges of the fair value of recognized assets or liabilities or a firm commitment (fair
value hedges)

® hedges of a particular risk associated with the cash flows of recognized assets and
liabilities and highly probable forecast transactions (cash flow hedges), or

® hedges of a net investment in a foreign operation (net investment hedges).

At the inception of the hedging, the Group documents the economic, relationship between
hedging instruments and hedged items, including whether changes in the cash flows of the
hedging instruments are expected to offset changes in the cash flows of hedges items. The
Group documents its risk management objective and strategy for undertaking its hedge
transactions.

Derivatives that do not qualify for hedge accounting

Certain derivative instruments do not qualify for hedge accounting. Changes in the fair vaiue
of any derivative instrument that does not qualify for hedge accounting are recognized
immediately in profit or loss and are included in other gains/{losses), net.

Financial Liabilities

Financial fiabilities are classified as financial liabilities at amortized cost and financial
ffabilities at FVPL at initial recognition.

Financial liabilities of the Group mainly comprise financial liabilities at amortized cost,
including trade and note payables, accruais and other payables, borrowings and customer
deposit. Such financial liabilities are initially recognized at fair value, net of transaction costs
incurred, and subsequently measured using the effective interest method. Financial liabilities
that are due within one year (inclusive) are classified as current liabilities; those with
maturities over one year but are due within one year (inclusive) as from the balance sheet
date are classified as current portion of non-current liabilities. Others are classified as non-
current liabilities.

A financial ligbility is derecognized or partly derecognized when the underlying present
obligation is discharged or partly discharged. The difference between the carrying amount
of the derecognized part of the financial liability and the consideration paid is recognized in
profit or foss for the current period.
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SUMMARY OF OTHER ACCOUNTING POLICIES {(CONTINUED)
Inventories

Raw materials, work in progress and finished goods are stated at the lower of cost and net
realizable value. Costs of inventories are determined on the month-end weighted average
method. Cost comprises direct materials, direct labor and an appropriate proportion of
variable and fixed overhead expenditure, the latter being aliocated on the basis of normal
operating capacity. Cost includes the reclassification from equity of any gains or losses on
qualifying cash flow hedges relating to purchases of raw material but excludes borrowing
costs. Costs of purchased inventory are determined after deducting rebates and discounts.
Net realizable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale.

Share Capital and Capital Reserve

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue
of new shares are shown in equity as a deduction, net of tax, from the proceeds.

Where any group company purchases the Company's equity instruments, for example as
the result of a share buy-back or a share-based payment plan, the consideration paid,
including any directly attributable incremental costs (net of income taxes) is deducted from
equity attributable to the owners of the Company as treasury shares untii the shares are
canceled or reissued. Where such ordinary shares are subsequently reissued, any
consideration received, net of any directly attributable incremental transaction costs and the
related income tax effects, is included in equity attributable to the owners of the Company.

Trade and Other Payabies

These amounts represent liabilities for goods and services provided to the Group prior to the
end of financial period which are unpaid. Trade and other payables are presented as current
liabilities unless payment is not due within 12 months after the reporting period. They are
recognized initially at fair value and subsequently measured at amortized cost using the
effective interest method.

Borrowings

Borrowings are initially recognized at fair value, net of transaction costs incurred. Borrowings
are subsequently measured at amortized cost. Any difference between the proceeds (net of
transaction costs) and the redemption amount is recognized in profit or loss over the period
of the borrowings using the effective interest method. Fees paid on the establishment of loan
facilities are recognized as transaction costs of the loan to the extent that it is probable that
some or all of the facility will be drawn down. In this case, the fee is deferred until the draw-
down occurs. To the extent there is no evidence that it is probable that some or ail of the
facility will be drawn down, the fee is capitalized as a prepayment for liquidity services and
amortized over the period of the facility to which it relates.

Borrowings are derecognized when the obligation specified in the contract is discharged,
canceled or expired. The difference between the carrying amount of a financial liability that
has been extinguished or transferred to another party and the consideration paid, including
any non-cash assets transferred or liabilities assumed, is recognized in profit or loss as other
income or finance costs,

Where the terms of a financial liability are renegotiated and the entity issues equity
instruments to a creditor to extinguish all or part of the liability (debt for equity swap), a gain
or loss is recognized in profit or loss, which is measured as the difference between the
carrying amount of the financial liability and the fair value of the equity instruments issued.
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SUMMARY OF OTHER ACCOUNTING POLICIES (CONTINUED)
Borrowings (Continued)

Borrowings are classified as current fiabilities unless the Group has an unconditional right
to defer settlement of the fiability for at least 12 months after the reporting period.

Covenants that the Group is required to comply with, on or before the end of reporting
period, are considered in classifying loan arrangements with covenants as current or non-
current. Covenants that the Group is required to comply with after the reporting period do
not affect the classification at the reporting date,

Caonvertible Bonds

Convertible bonds that can be converted into equity share capital at the option of the holder,
where the number of shares that would be issued on conversion and the value of the
consideration that would be received do not vary, are accounted for as compound financiai
instruments, which contain both a liability component {together with the early redemption
option which is closely related to the host Jiability component) and an equity component.

At initial recognition the liability component of the convertible bonds is determined using a
market interest rate for an equivalent non-convertible instrument. The remainder of the
proceeds is allocated to the conversion option as equity component. Transaction costs that
refate to the issue of a compound financial instrument are allocated to the liability and equity
components in proportion to the allocation of proceeds.

The liability component is subsequently carried at amortized cost, calculated using the
effective interest method, untit extinguished on conversion or maturity. The equity
component is recognized in equity, net of any tax effects, until either the bonds are
converted or redeemed.

if the bonds are converted, the relevant equity companent and the carrying amount of the
liability component at the time of conversion are transferred to share capital and share
premium for the shares issued. If the bonds are redeemed, the equity component is
transferred to retained profits.

Provisions

Provisions for legal claims, service warranties and make good obligations are recognized
when the Group has a present legal or constructive obligation as a resuit of past events, it
is probable that an outfiow of resources will be required to settle the obligation, and the
amount can be reliably estimated. Provisions are not recognized for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow wiil be
required in settlement is determined by considering the class of obligations as a whole. A
provision is recognized even if the likefihood of an outflow with respect to any one item
included in the same class of obligations may be small.

Provisions are measured at the present value of management's best estimate of the
expenditure required to settle the present obligation at the end of the reporting period. The
discount rate used to determine the present value is a pre-tax rate that reflects current
market assessments of the time value of money and the risks specific to the liability. The
increase in the provision due to the passage of time is recognized as interest expense.
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SUMMARY OF OTHER ACCOUNTING POLICIES (CONTINUED)
Employee Benefits
{0 Short-Term Obligations

Liabilities for wages and salaries, including non-monetary benefits, annual leave and
accumulating sick leave that are expected to be settied wholly within 12 months after the
end of the period in which the employees render the related service are recognized in
respect of employees' services up to the end of the reporting period and are measured at
the amounts expected to be paid when the liabilities are settled. The liabilities are presented
as current employee benefit obligations in the statement of financial position.

(ii) Housing Funds, Medical Insurances and Other Social Insurances

Employees of the Group in the PRC are entitled to participate in various government-
supervised housing funds, medical insurance and other employee social insurance plan.
The Group confributes on a monthly basis to these funds based on certain percentages of
the salaries of the employees, subject to certain ceiling. The Group’s liability in respect of
these funds is limited to the contributions payable in each year. Contributions to the housing
funds, medical insurances and other social insurances are expensed as incurred.

(iii)  Post-Employment Benefits

The Group classifies post-employment henefit plans as either defined contribution plans or
defined benefit plans. Defined contribution plans are post-employment benefit plans under
which the Group pays fixed contributions into a separate fund and will have no obligation to
pay further contributions; and defined benefit plans are post-employment benefit plans other
than defined contribution ptans. During the reporting period, the Group's defined contribution
plans mainly include basic pensions and unemployment insurance, while the defined benefit
plans are certain oversea subsidiaries provide supplemental retirement benefits beyond the
national regulatory insurance system.

(iv)  Basic Pensions

The Group's employees participate in the basic pension plan set up and administered by
local authorities of Ministry of Human Resource and Social Security. Monthly payments of
premiums on the basic pensions are caiculated according to prescribed bases and
percentage by the relevant local authorities. When employees retire, the relevant local
authorities are obliged to pay the basic pensions to them. The amounts based on the above
calculations are recognized as fiabilities in the accounting period in which the service has
been rendered by the employees, with a corresponding charge to the profit or loss for the
current period or the cost of relevant assets.

- 114 -



39

(20)
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SUMMARY OF OTHER ACCOUNTING POLICIES (CONTINUED)
Share-Based Payments

Share-based payments can be distinguished into equity-settled share-based payments and
cash-settied share-based payments. Equity-settied share-based payments are transactions
of the Group settled through the payment of shares or other equity instruments in
consideration for receiving services.

Equity-settled share-based payments made in exchange for services rendered by
employees are measured at the fair value of equity instruments granted to employees.
Instruments which are vested immediately upon the grant are charged to relevant costs or
expenses at the fair value on the date of grant and the capital reserve is credited accordingly.
instruments of which vesting is conditional upon completion of services or fulfillment of
performance conditions are measured by recognizing services rendered during the period
in relevant costs or expenses and crediting the capital reserve accordingly at the fair value
on the date of grant according to the best estimates conducted by the Group at each date
of the end of the reporting period during the pending period. For details see Note 32.

No expense is recognized for awards that do not ultimately vest due to non-fulfillment of non-
market conditions and/or vesting conditions. For the market or non-vesting condition under
the share-based payments agreement, it should be treated as vesting irrespective of whether
or not the market or non-vesting condition is satisfied, provided that other performance
condition and/or vesting conditions are satisfied.

Where the terms of an equity-settied share-based payment are modified, as a minimum,
services obtained are recognized as if the terms had not been modified. In addition, an
expense is recognized for any maodification which increases the total fair value of the
instrument ranted or is otherwise beneficial to the employee as measured at the

date of modification.

Dividend Distribution
Dividend distribution to the shareholders is recognized as a liability in the Consolidated

financial statements in the period in which the dividends are approved by the entities’
shareholders or directors, where approptiate.
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SUMMARY OF OTHER ACCOUNTING POLICIES (CONTINUED)
Interest Income

interest income from financia! assets at FVPL is included in the net fair value gains/(losses)
on these assets. Interest income on financial assets at amortized cost and financial assets
at FVOCI calculated using the effective interest method is recognized in profit or loss as part
of other income.

Interest income from financial instruments is calculated by effective interest method and
recognized in profit or loss for the current period. Interest income comprises premiums or
discounts, or the amortization based on effective rates of other difference between the initial
carrying amount and the due amount of interest-earning assets.

The effective interest method is a method of calculating the amortized cost of a financial
asset or liability and the interest income or interest costs based on effective rates. The
effective interest rate is the rate at which the estimated future cash flows during the period
of expected duration of the financial instruments or applicable shorter period are discounted
to the current carrying amount of the financial instruments. When calculating the effective
interest rate, the Group estimates cash flows by considering all contractual terms of the
financial instrument (e.g., early repayment options, similar options, etc.), but without
considering future credit losses. The calculation includes all fees and interest paid or
received that are an integral part of the effective interest rate, transaction costs, and all other
premiums or discounts.

Interest income from impaired financial assets is calculated at the interest rate that is used
for discounting estimated future cash flow when measuring the impairment loss.

Dividend Income

Dividend income is recognized when the right to receive dividend payment is established.

Earnings Per Share

Basic earnings per share

Basic earnings per share is calculated by dividing:

® the profit attributable to owners of the Company, excluding any costs of servicing equity
other than ordinary shares

® by the weighted average number of ordinary shares outstanding during the financial
year, adjusted for bonus elements in ordinary shares issued during the year and

excluding treasury shares.

Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings
per share to take into account:

® the after-income tax effect of interest and other financing costs associated with dilutive
potential ordinary shares, and

® the weighted average number of additional ordinary shares that would have been
outstanding assuming the conversion of all dilutive potential ordinary shares.
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SUNMMARY OF OTHER ACGCOUNTING POLICIES {CONTINUED)
Government Grant

Government grants relating to costs are deferred and recognized in profit or loss over the
period necessary to match them with the costs that they are intended to compensate.

Government grants relating to the purchase of property, plant and equipment are included
in non-current liabilities as deferred income and they are credited to profit or loss on a
straight-line basis over the expected lives of the related assets.

Current and Deferred Income Tax

The income tax expense or credit for the period is the tax payable on the current period’s
taxable income, based on the applicable income tax rate for each jurisdiction, adjusted by
changes in deferred tax assets and liabilities attributable to temporary differences and to
unused tax losses.

(i) Current Income Tax

The current income tax charge is calculated on the basis of the tax laws enacted or
substantively enacted at the end of the reporting period in the countries where the Company
and its subsidiaries and associates operate and generate taxable income. Management
periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation and considers whether it is probabie that
a taxation authority will accept an uncertain tax treatment. The Group measures its tax
balances either based on the most likely amount or the expected value, depending on which
method provides a better prediction of the resolution of the uncertainty.

(i) Deferred Income Tax

Deferred income tax is provided in full, using the lability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the
Consolidated financial statements. However, deferred tax liabilities are not recognized if they
arise from the initial recognition of goodwill. Deferred income tax is also not accounted for if
it arises from initial recognition of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxabie profit
or loss and does not give rise to equal taxable and deductible temporary differences.
Deferred income tax is determined using tax rates (and laws) that have been enacted or
substantively enacted by the end of the reporting period and are expected to apply when the
related deferred income tax asset is realized or the deferred income tax Fability is settied.

Deferred tax assets are recognized only if it is probable that future taxable amounts will be
available to utilize those temporary differences and losses.

Deferred tax liabilities and assets are not recognized for temporary differences between the
carrying amount and tax bases of investments in foreign operations where the Company is
able to control the timing of the reversal of the temporary differences and it is probable that
the differences will not reverse in the foreseaable future.

Deferred tax assets and liabilities are offset where there is a legally enforceable right to offset
current tax assets and liabilities and where the deferred tax balances relate to the same
taxation authority. Current tax assets and tax liabilities are offset where the entity has a
legally enforceable right to offset and intends either to settle on a net basis, or to realize the
asset and settle the liability simuitaneously.

Current and deferred tax is recognized in profit or loss, except to the extent that it relates to

items recognized in other comprehensive income or directly in equity. In this case, the tax is
also recognized in other comprehensive income or directly in equity, respectively.
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SUMMARY OF OTHER ACCOUNTING POLICIES (CONTINUED}
Current and Deferred Income Tax {Continued)

For the purposes of measuring deferred tax for leasing transactions in which the Group
recognizes the right-of-use assets and the related lease liabilities, the Group first determines
whether the tax deductions are attributable to the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are attributable to the lease liabilities,
the Group applies 1AS 12 Income Taxes requirements to right-of-use assets and lease
kabilities separately. Temporary differences on initial recognition of the relevant right-of-use
assets and lease liabilities are not recognized due to application of the initial recognition
exemption. Temporary differences arising from subsequent revision to the carrying amounts
of right-of-use assets and lease liabilities, resulting from remeasurement of lease kabilities
and lease modification, that are not subject to initiaj recognition exemption are recognized
on the date of remeasurement or modification.

Current and deferred tax are recognized in profit or loss, except when they relate to items
that are recognized in other comprehensive income or directly in equity, in which case, the
current and deferred tax are also recognized in other comprehensive income or directly in
equity respectively. Where current tax or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the accounting for the business
combination.

In assessing any uncertainty over income tax treatments, the Group considers whether it is
probable that the relevant tax authority will accept the uncertain tax treatment used, or
proposed to be use by individual group entities in their income tax fifings. If it is probable,
the current and deferred taxes are determined consistently with the tax treatment in the
income tax filings. If it is not probable that the relevant taxation authority will accept an
uncertain tax treatment, the effect of each uncertainty is reflected by using either the most
fikely amount or the expected value.

Leases
(i) Definition of a Lease

A contract is, or contains, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration.

For contracts entered into or modified on or after the date of initial application or arising from
business combinations, the Group assesses whether a contraci is or contains a lease based
on the definition under IFRS 16 at inception or modification date. Such contract will not be
reassessed unless the terms and conditions of the contract are subsequently changed.

(if) The Group as a Lessee
As a practical expedient, leases with similar characteristics are accounted on a portfolio
basis when the Group reasonably expects that the effects on the financial statements would

not differ materially from individual leases within the porifolio.

Short-Term Leases and Leases of Low-Value Assets

The Group applies the short-term lease recognition exemption to leases that have a lease
term of 12 months or less from the commencement date and do not contain a purchase
option. It also applies the recognition exemption for lease of low-value assets. Lease
payments on short-term leases and leases of low-value assets are recognized as expense
on a siraight-line basis over the lease term.
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SUMMARY OF OTHER ACCOUNTING POLICIES (CONTINUED)

Leases {Continued)
(i) The Group as a Lessee (Continued)

Right-of-Use Assets

The cost of right-of-use asset includes:

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

« any lease paymenis made at or before the commencement date, less any lease
incentives received,

« any initial direct costs incurred by the Group; and

e an estimate of cosis to be incurred by the Group in dismantling and removing the
underiying assets, restoring the site on which it is located or restoring the underlying
asset to the condition required by the terms and conditions of the lease.

Right-of-use assets are measured at cost, fess any accumulated depreciation and
impairment losses, and adjusted for any remeasurement of lease.

Right-of-use assets in which the Group is reasonably certain to obtain ownership of the
underlying leased assets at the end of the lease term are depreciated from commencement
date to the end of the useful life. Otherwise, right-of-use assets are depreciated on a straight-
line basis over the shorter of its estimated useful fife and the lease term.

The Group presents right-of-use assets as a separate line item on the consolidated
statement of financial position.

For payments of a property interest which includes both leasehold land and building
elements, the entire property is presented as property, plant and equipment of the Group
when the payments cannot be allocated reliably between the leasehold land and building
elements, except for those that are classified and accounted for as investment properties.

Land leases are aiso in the scope of IFRS 16. The Group recognizes any prepaid premium
for leasehold lands as right-of-use assets which are depreciated over the relevant lease
terms.

Refundable rental deposits paid are accounted under IFRS 9 and initially measured at fair
value. Adjustments to fair value at initial recognition are considered as additional lease
payments and included in the cost of right-of-use assets.

Lease Liabilities

At the commencement date of a lease, the Group recagnizes and measures the lease liability
at the present value of lease payments that are unpaid at that date. In calculating the present
value of iease payments, the Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is not readily determinable. The
lease payments are discounted using the interest rate implicit in the lease. If that rate cannot
be readily determined, which is generally the case for leases of the Group, the lessee's
incremental borrowing rate is used, being the rate that the individual lessee would have to
pay to borrow the funds necessary to obtain an asset of simiiar value to the right-of-use
asset in a similar economic environment with similar terms, security and conditions.
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SUMMARY OF OTHER ACCOUNTING POLICIES {CONTINUED)

Leases (Continued)

(i) The Group as a Lessee (Continued)
Lease Liabilities (Continued)

Assets and liabilities arising from a lease are initially measured on a present value basis.
Lease liabilities include the net present value of the following lease payments:

® fixed payments (including in-substance fixed payments), less any lease incentives
receivable;

e variable lease payments that are based on an index or a rate, initially measured using
the index or rate as at the commencement date;

& amounts expected to be payable by the Group under residual value guarantees;

® the exercise price of a purchase option if the Group is reasonably certain to exercise
that option;

® payments of penalties for terminating the lease, if the lease term reflects the Group
exercising that option; and

® lease payments to be made under reasonably certain extension options are aiso
included in the measurement of lease liabilities.

After the commencement date, lease liabilities are adjusted by interest accretion and lease
payments.

The Group presents lease liabilities as a separate line item in the consolidated statement of
financial position.

(it} The Group as a Lessor
Classification and measurement of leases

Leases for which the Group is a lessor are classified as finance or operating leases.
Whenever the terms of the lease transfer substantially all the risks and rewards incidental to
ownership of an underlying asset to the lessee, the contract is classified as a finance lease.
All other leases are classified as operating leases.

Rental income from operating leases is recognized in profit or loss on a straight-line basis
over the term of the relevant lease. Initial direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount of the leased asset, and such costs are
recognized as an expense on a straight-line basis over the lease term.

Refundable rental deposits received are accounted under IFRS 9 and initially measured at

fair value. Adjustments to fair value at initial recognition are considered as additional lease
payments from lessees.
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